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NATIONAL HOUSING ACT 

[Public Law 479, 73d Congress; 48 Stat. 1252; 12 U.S.C. 1716 et 
seq.] 

[As Amended Through P.L. 117–286, Enacted December 27, 2022] 

øCurrency: This publication is a compilation of the text of Chapter 847 of the 73rd 
Congress. It was last amended by the public law listed in the As Amended 
Through note above and below at the bottom of each page of the pdf version and 
reflects current law through the date of the enactment of the public law listed at 
https://www.govinfo.gov/app/collection/comps/¿ 

øNote: While this publication does not represent an official version of any Federal 
statute, substantial efforts have been made to ensure the accuracy of its contents. 
The official version of Federal law is found in the United States Statutes at Large 
and in the United States Code. The legal effect to be given to the Statutes at 
Large and the United States Code is established by statute (1 U.S.C. 112, 204).¿ 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That ø12 U.S.C. 
1701¿ this Act may be cited as the ‘‘National Housing Act.’’ 

TITLE I—HOUSING RENOVATION AND MODERNIZATION 

ADMINISTRATIVE PROVISIONS 

SECTION 1. ø12 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, V, 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, III, 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-
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2 Sec. 2 NATIONAL HOUSING ACT 

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 
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. Except with respect to title III, for the purposes 
of this section, the term ‘‘nonadministrative’’ shall not include con-
tract expenses that are not capitalized or routinely deducted from 
the proceeds of sales, and such expenses shall not be payable from 
funds made available by this Act. The Secretary shall, in carrying 
out the provisions 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 

SEC. 2. ø12 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 for the purpose of (i) financing alterations, repairs, 
and improvements upon or in connection 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, conflagra-
tion, tornado, hurricane, cyclone, flood, or other catastrophe), by 
the owners thereof or by lessees 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 appro-
priate 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 preparation 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 struc-
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3 Sec. 2 NATIONAL HOUSING ACT 

tures’’ means residential structures which are registered in the Na-
tional Register of Historic Places or which are certified by the Sec-
retary of the Interior to conform to National Register criteria; and 
the term ‘‘preservation’’ means restoration or rehabilitation under-
taken for such purposes as are approved by the Secretary in regu-
lations issued by him, after consulting with the Secretary of the In-
terior. Other than in connection with a manufactured home or a lot 
on which to place such a home (or both), in no case shall the insur-
ance granted by the Secretary under this section to any such finan-
cial institution on loans, advances of credit, and purchases made by 
such financial institution for such purposes exceed 10 per centum 
of the total amount of such loans, advances of credit, and pur-
chases. With respect to any loan, advance of credit, or purchase, 
the amount of any claim for loss on any such individual loan, ad-
vance of credit, or purchase paid by the Secretary under the provi-
sions of this section to a lending 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 (i) 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-
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4 Sec. 2 NATIONAL HOUSING ACT 

1 Section 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-
tended to be inserted after the first sentence of this paragraph (the fourth paragraph). 

2 So in law. 
3 Indent for continuation text so in law. 

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 
equipment, energy conserving improvements, or the installation of 
solar energy systems. 1 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. 7 

(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) Except as provided in the last sentence of this para-

graph, no insurance shall be granted under this section to any such 
financial institution with respect to any obligation representing any 
such loan, advance of credit, or purchase by it if the amount of 
such loan, advance of credit, or purchase exceeds— 

(A)(i) $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) $25,090 if made for the purpose of financing alter-
ations, repairs and improvements upon or in connection with 
existing manufactured homes; 
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5 Sec. 2 NATIONAL HOUSING ACT 

3 Indent for continuation text so in law. 

(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) $69,678 if made for the purpose of financing the pur-
chase of a manufactured home; 

(D) $92,904 if made for the purpose of financing the pur-
chase of a manufactured home and a suitably developed lot on 
which to place the home; and 

(E) $23,226 if made for the purpose of financing the pur-
chase, by an owner of a manufactured home which is the prin-
cipal residence of that owner, of a suitably developed lot on 
which to place that manufactured home, and if the owner cer-
tifies that he or she will place the manufactured home on the 
lot acquired with such loan within 6 months after the date of 
such loan. 

(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. 
The 3 Secretary shall, by regulation, annually increase the dol-

lar amount limitations in subparagraphs (A)(ii), (C), (D), and (E) 
(as such limitations may have been previously adjusted under this 
sentence) in accordance with the index established pursuant to 
paragraph (9). 

(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 rep-
resenting any such loan, advance of credit, or purchase by it if the 
term to maturity of such loan, advance of credit or purchase ex-
ceeds— 

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

(ii) 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; 
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6 Sec. 2 NATIONAL HOUSING ACT 

(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) twenty years and thirty-two days if made for the pur-
pose of financing the purchase, by the owner of a manufac-
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 rep-
resenting 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-
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7 Sec. 2 NATIONAL HOUSING ACT 

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. 

(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. 

(8) INSURANCE BENEFITS FOR MANUFACTURED HOUSING 
LOANS.—Any contract of insurance with respect to loans, ad-
vances of credit, or purchases in connection with a manufac-
tured home or a lot on which to place a manufactured home 
(or both) for a financial institution that is executed under this 
title after the date of the enactment of the FHA Manufactured 
Housing Loan Modernization Act of 2008 by the Secretary 
shall be conclusive evidence of the eligibility of such financial 
institution for insurance, and the validity of any contract of in-
surance so executed shall be incontestable in the hands of the 
bearer from the date of the execution of such contract, except 
for fraud or misrepresentation on the part of such institution. 

(9) ANNUAL INDEXING OF MANUFACTURED HOUSING 
LOANS.—The Secretary shall develop a method of indexing in 
order to annually adjust the loan limits established in subpara-
graphs (A)(ii), (C), (D), and (E) of this subsection. Such index 
shall be based on the manufactured housing price data col-
lected by the United States Census Bureau. The Secretary 
shall establish such index no later than 1 year after the date 
of the enactment of the FHA Manufactured Housing Loan 
Modernization Act of 2008. 

(10) FINANCIAL SOUNDNESS OF MANUFACTURED HOUSING 
PROGRAM.—The Secretary shall establish such underwriting 
criteria for loans and advances of credit in connection with a 
manufactured home or a lot on which to place a manufactured 
home (or both), including such loans and advances represented 
by obligations purchased by financial institutions, as may be 
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8 Sec. 2 NATIONAL HOUSING ACT 

necessary to ensure that the program under this title for insur-
ance for financial institutions against losses from such loans, 
advances of credit, and purchases is financially sound. 

(11) LEASEHOLD REQUIREMENTS.—No insurance shall be 
granted under this section to any such financial institution 
with respect to any obligation representing any such loan, ad-
vance of credit, or purchase by it, made for the purposes of fi-
nancing a manufactured home which is intended to be situated 
in a manufactured home community pursuant to a lease, un-
less such lease— 

(A) expires not less than 3 years after the origination 
date of the obligation; 

(B) is renewable upon the expiration of the original 3 
year term by successive 1 year terms; and 

(C) requires the lessor to provide the lessee written 
notice of termination of the lease not less than 180 days 
prior to the expiration of the current lease term in the 
event the lessee is required to move due to the closing of 
the manufactured home community, and further provides 
that failure to provide such notice to the mortgagor in a 
timely manner will cause the lease term, at its expiration, 
to automatically renew for an additional 1 year term. 

(c) HANDLING AND DISPOSAL OF PROPERTY.— 
(1) AUTHORITY OF SECRETARY.—Notwithstanding any other 

provision of law, the Secretary may— 
(A) deal with, complete, rent, renovate, modernize, in-

sure, or assign or sell at public or private sale, or other-
wise dispose of, for cash or credit in the Secretary’s discre-
tion, and upon such terms and conditions and for such con-
sideration as the Secretary shall determine to be reason-
able, any real or personal property conveyed to or other-
wise acquired by the Secretary, in connection with the pay-
ment of insurance heretofore or hereafter granted under 
this title, including any evidence of debt, contract, claim, 
personal property, or security assigned to or held by him 
in connection with the payment of insurance heretofore or 
hereafter granted under this section; and 

(B) pursue to final collection, by way of compromise or 
otherwise, all claims assigned to or held by the Secretary 
and all legal or equitable rights accruing to the Secretary 
in connection with the payment of such insurance, includ-
ing unpaid insurance premiums owed in connection with 
insurance made available by this title. 
(2) ADVERTISEMENTS FOR PROPOSALS.—Section 3709 of the 

Revised Statutes shall not be construed to apply to any con-
tract 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 $25,000. 

(3) DELEGATION OF AUTHORITY.—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 
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4 Initial capitalization of the first letter of the second and third words in the heading so in 
law. 

may be exercised by an officer appointed by the Secretary with-
out the execution of any express delegation of power or power 
of attorney. Nothing in this subsection shall be construed to 
prevent the Secretary from delegating such power by order or 
by power of attorney, in the Secretary’s discretion, to any offi-
cer or agent the Secretary 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 
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)(1) PREMIUM CHARGES.—The Secretary shall fix a premium 
charge for the insurance hereafter granted under this section, but 
in the case of any obligation 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 premium charge shall be payable in advance 
by the financial institution and shall be paid at such time and in 
such manner as may be prescribed by the Secretary. 

(2) MANUFACTURED HOME LOANS 4.—Notwithstanding para-
graph (1), in the case of a loan, advance of credit, or purchase in 
connection with a manufactured home or a lot on which to place 
such a home (or both), the premium charge for the insurance grant-
ed under this section shall be paid by the borrower under the loan 
or advance of credit, as follows: 

(A) At the time of the making of the loan, advance of cred-
it, or purchase, a single premium payment in an amount not 
to exceed 2.25 percent of the amount of the original insured 
principal obligation. 

(B) In addition to the premium under subparagraph (A), 
annual premium payments during the term of the loan, ad-
vance, or obligation purchased in an amount not exceeding 1.0 
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 taking 
into account delinquent payments or prepayments). 

(C) Premium charges under this paragraph shall be estab-
lished in amounts that are sufficient, but do not exceed the 
minimum amounts necessary, to maintain a negative credit 
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10 Sec. 3 NATIONAL HOUSING ACT 

subsidy for the program under this section for insurance of 
loans, advances of credit, or purchases in connection with a 
manufactured home or a lot on which to place such a home (or 
both), as determined based upon risk to the Federal Govern-
ment under existing underwriting requirements. 

(D) The Secretary may increase the limitations on pre-
mium payments to percentages above those set forth in sub-
paragraphs (A) and (B), but only if necessary, and not in excess 
of the minimum increase necessary, to maintain a negative 
credit subsidy as described in subparagraph (C). 
(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. 

(i) 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. 

ø LOANS TO FINANCIAL INSTITUTIONS ¿ 

øSEC. 3. øRepealed.¿ ¿ 

ALLOCATION OF FUNDS 

SEC. 4. ø42 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. 

ø ANNUAL REPORT ¿ 

øSEC. 5. øRepealed.¿ 

ø INSURANCE OF LOANS FOR REHABILITATION OF PROPERTY DAMAGED 
BY FIRES, FLOODS, AND STORMS ¿ 

øSEC. 6. øRepealed.¿ ¿ 

TAXATION 

SEC. 7. ø42 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. 
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11 Sec. 8 NATIONAL HOUSING ACT 

5 See section 216 of the National Housing Act, which is set forth, post, this part. 

INSURANCE OF MORTGAGES 

SEC. 8. ø12 U.S.C. 1706c¿ (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. 

(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 5 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 
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-
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12 Sec. 8 NATIONAL HOUSING ACT 

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 5 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; 7 

(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 out-
standing 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 
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 
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13 Sec. 10 NATIONAL HOUSING ACT 

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 (c), (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. 

APPLICABILITY 

SEC. 9. ø12 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. 
SEC. 10. ø12 U.S.C. 1706f¿ PROHIBITION AGAINST KICKBACKS AND UN-

EARNED FEES. 
(a) IN GENERAL.—Except as provided in subsection (b), the pro-

visions of sections 3, 8, 16, 17, 18, and 19 of the Real Estate Settle-
ment Procedures Act of 1974 (12 U.S.C. 2601 et seq.) shall apply 
to each sale of a manufactured home financed with an FHA-in-
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14 Sec. 201 NATIONAL HOUSING ACT 

sured loan or extension of credit, as well as to services rendered in 
connection with such transactions. 

(b) AUTHORITY OF THE SECRETARY.—The Secretary is author-
ized to determine the manner and extent to which the provisions 
of sections 3, 8, 16, 17, 18, and 19 of the Real Estate Settlement 
Procedures Act of 1974 (12 U.S.C. 2601 et seq.) may reasonably be 
applied to the transactions described in subsection (a), and to grant 
such exemptions as may be necessary to achieve the purposes of 
this section. 

(c) DEFINITIONS.—For purposes of this section— 
(1) the term ‘‘federally related mortgage loan’’ as used in 

sections 3, 8, 16, 17, 18, and 19 of the Real Estate Settlement 
Procedures Act of 1974 (12 U.S.C. 2601 et seq.) shall include 
an FHA-insured loan or extension of credit made to a borrower 
for the purpose of purchasing a manufactured home that the 
borrower intends to occupy as a personal residence; and 

(2) the term ‘‘real estate settlement service’’ as used in sec-
tions 3, 8, 16, 17, 18, and 19 of the Real Estate Settlement Pro-
cedures Act of 1974 (12 U.S.C. 2601 et seq.) shall include any 
service rendered in connection with a loan or extension of cred-
it insured by the Federal Housing Administration for the pur-
chase of a manufactured home. 
(d) UNFAIR AND DECEPTIVE PRACTICES.—In connection with the 

purchase of a manufactured home financed with a loan or exten-
sion of credit insured by the Federal Housing Administration under 
this title, the Secretary shall prohibit acts or practices in connec-
tion with loans or extensions of credit that the Secretary finds to 
be unfair, deceptive, or otherwise not in the interests of the bor-
rower. 

TITLE II—MORTGAGE INSURANCE 

DEFINITIONS 

SEC. 201. ø12 U.S.C. 1707¿ As used in section 203 of this 
title— 

(a) The term ‘‘mortgage’’ means (A) a first mortgage on real es-
tate, in fee simple, (B) a first mortgage on a leasehold on real es-
tate (i) under a lease for not less than ninety-nine years which is 
renewable, or (ii) under a lease having a period of not less than ten 
years to run beyond the maturity date of the mortgage, or (C) a 
first mortgage given to secure the unpaid purchase price of a fee 
interest in, or long-term leasehold interest in, real estate consisting 
of a one-family unit in a multifamily project, including a project in 
which the dwelling units are attached, or are manufactured hous-
ing units, semi-detached, or detached, and an undivided interest in 
the common areas and facilities which serve the project; and the 
term ‘‘first mortgage’’ means such classes of first liens as are com-
monly 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 instrument, if any, secured 
thereby. 

(b) The term ‘‘mortgagee’’ includes the original lender under a 
mortgage, and his successors and assigns approved by the Sec-
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15 Sec. 202 NATIONAL HOUSING ACT 

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 Commonwealth of the 
Northern Mariana Islands, American Samoa, and the Virgin Is-
lands. 

(e) The term ‘‘family member’’ means, with respect to a mort-
gagor under such section, a child, parent, or grandparent of the 
mortgagor (or the mortgagor’s spouse). In determining whether any 
of the relationships referred to in the preceding sentence exist, a 
legally adopted son or daughter of an individual (and a child who 
is a member of an individual’s household, if placed with such indi-
vidual by an authorized placement agency for legal adoption by 
such individual), and a foster child of an individual, shall be treat-
ed 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. 

(g) The term ‘‘real estate’’ means land and all natural resources 
and structures permanently affixed to the land, including residen-
tial buildings and stationary manufactured housing. The Secretary 
may not require, for treatment of any land or other property as 
real estate for purposes of this title, that such land or property be 
treated as real estate for purposes of State taxation. 

FEDERAL HOUSING ADMINISTRATION OPERATIONS 

SEC. 202. ø12 U.S.C. 1708¿ (a) MUTUAL MORTGAGE INSURANCE 
FUND.— 

(1) ESTABLISHMENT.—Subject to the provisions of the Fed-
eral Credit Reform Act of 1990, there is hereby created a Mu-
tual Mortgage Insurance Fund (in this title referred to as the 
‘‘Fund’’), which shall be used by the Secretary to carry out the 
provisions of this title with respect to mortgages insured under 
section 203. The Secretary may enter into commitments to 
guarantee, and may guarantee, such insured mortgages. 

(2) LIMIT ON LOAN GUARANTEES.—The authority of the Sec-
retary to enter into commitments to guarantee such insured 
mortgages shall be effective for any fiscal year only to the ex-
tent that the aggregate original principal loan amount under 
such mortgages, any part of which is guaranteed, does not ex-
ceed the amount specified in appropriations Acts for such fiscal 
year. 

(3) FIDUCIARY RESPONSIBILITY.—The Secretary has a re-
sponsibility to ensure that the Mutual Mortgage Insurance 
Fund remains financially sound. 

(4) ANNUAL INDEPENDENT ACTUARIAL STUDY.—The Sec-
retary shall provide for an independent actuarial study of the 
Fund to be conducted annually, which shall analyze the finan-
cial position of the Fund. The Secretary shall submit a report 
annually to the Congress describing the results of such study 
and assessing the financial status of the Fund. The report shall 
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16 Sec. 202 NATIONAL HOUSING ACT 

recommend adjustments to underwriting standards, program 
participation, or premiums, if necessary, to ensure that the 
Fund remains financially sound. The report shall also include 
an evaluation of the quality control procedures and accuracy of 
information utilized in the process of underwriting loans guar-
anteed by the Fund. Such evaluation shall include a review of 
the risk characteristics of loans based not only on borrower in-
formation and performance, but on risks associated with loans 
originated or funded by various entities or financial institu-
tions. 

(5) QUARTERLY REPORTS.—During each fiscal year, the Sec-
retary shall submit a report to the Congress for each calendar 
quarter, which shall specify for mortgages that are obligations 
of the Fund— 

(A) the cumulative volume of loan guarantee commit-
ments that have been made during such fiscal year 
through the end of the quarter for which the report is sub-
mitted; 

(B) the types of loans insured, categorized by risk; 
(C) any significant changes between actual and pro-

jected claim and prepayment activity; 
(D) projected versus actual loss rates; and 
(E) updated projections of the annual subsidy rates to 

ensure that increases in risk to the Fund are identified 
and mitigated by adjustments to underwriting standards, 
program participation, or premiums, and the financial 
soundness of the Fund is maintained. 

The first quarterly report under this paragraph shall be sub-
mitted on the last day of the first quarter of fiscal year 2008, 
or on the last day of the first full calendar quarter following 
the enactment of the Building American Homeownership Act of 
2008, whichever is later. 

(6) ADJUSTMENT OF PREMIUMS.—If, pursuant to the inde-
pendent actuarial study of the Fund required under paragraph 
(4), the Secretary determines that the Fund is not meeting the 
operational goals established under paragraph (7) or there is 
a substantial probability that the Fund will not maintain its 
established target subsidy rate, the Secretary may either make 
programmatic adjustments under this title as necessary to re-
duce the risk to the Fund, or make appropriate premium ad-
justments. 

(7) OPERATIONAL GOALS.—The operational goals for the 
Fund are— 

(A) to minimize the default risk to the Fund and to 
homeowners by among other actions instituting fraud pre-
vention quality control screening not later than 18 months 
after the date of enactment of the Building American 
Homeownership Act of 2008; and 

(B) to meet the housing needs of the borrowers that 
the single family mortgage insurance program under this 
title is designed to serve. 

(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 
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17 Sec. 202 NATIONAL HOUSING ACT 

6 Section 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 ‘‘Dis-
aster 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. 

8 Section 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, Finance 
and Urban Affairs of the House of Representatives shall be treated as referring to the Com-
mittee on Banking and Financial Services of the House of Representatives’’. At the beginning 

Continued 

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 chapter 10 of title 5, United States Code. 

(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 8. 
(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 or 9 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 
Act of 1989 10 or employed a person for purposes that required 
such person to register. 
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18 Sec. 202 NATIONAL HOUSING ACT 

compilation. Such section was added by section 112 of the Department of Housing and Urban 
Development Reform Act, Pub. L. 101–235. 

11 Section 3003(a)(1) of the Federal Reports Elimination and Sunset Act of 1995, Pub. L. 104– 
66, which is set forth post in part XII of this compilation, provides that certain provisions of 
law requiring submittal to Congress of an annual, semiannual, or other regular periodic report 
shall cease to be effective on May 15, 2000. This paragraph is covered by such provision. How-
ever, section 1102 of the American Homeownership and Economic Opportunity Act of 2000, Pub-
lic Law 106–569, set forth post in part XII of this compilation, provides that such section 
3003(a)(1) shall not apply to the report required to be submitted under this paragraph. 

(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) 11 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 1006 of title 5, 
United States Code, all members of the Board may be com-
pensated and shall be entitled to reimbursement from the De-
partment for traveling expenses incurred in attendance at 
meetings of the Board. 

(11) The Board shall terminate on January 1, 1995. 
(c) 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; 
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12 So in law. Section 203(a)(1)(B) of Public Law 111–22 amends subparagraph (F) by striking 
‘‘; and’’ and inserting ‘‘or their designees.’’. The language proposed to be struck in subparagraph 
(F) does not appear and therefore that amendment could not be executed. 

13 So in law. Section 209(c)(2) of H.R. 5482 (106th Congress, as introduced in the House of 
Representatives; 114 Stat. 1441A–25), enacted by section 1(a)(1) of Public Law 106–377 (114 
Stat. 1441) amends subparagraph (F) by striking ‘‘or their designees.’’ and inserting ‘‘and’’. Para-
graph (3) of section 209(c) adds a new subparagraph (G) at the end. The language proposed to 
be struck in subparagraph (F) does not appear and therefore that amendment could not be exe-
cuted. 

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

(D) the Assistant Secretary for Administration; 
(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; 14 
or their designees. 13 
(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) SUSPENSION.—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-
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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 
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 
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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. 
(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-
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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; 
(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. 

(9) PROHIBITION AGAINST LIMITATIONS ON MORTGAGEE RE-
VIEW BOARD’S POWER TO TAKE ACTION AGAINST MORTGAGEES.— 
No State or local law, and no Federal law (except a Federal 
law enacted expressly in limitation of this subsection after the 
effective date of this sentence), shall preclude or limit the exer-
cise by the Board of its power to take any action authorized 
under paragraphs (3) and (6) of this subsection against any 
mortgagee. 
(d) LIMITATIONS ON PARTICIPATION IN ORIGINATION AND MORT-

GAGEE APPROVAL.— 
(1) REQUIREMENT.—Any person or entity that is not ap-

proved by the Secretary to serve as a mortgagee, as such term 
is defined in subsection (c)(7), shall not participate in the origi-
nation of an FHA-insured loan except as authorized by the Sec-
retary. 

(2) ELIGIBILITY FOR APPROVAL.—In order to be eligible for 
approval by the Secretary, an applicant mortgagee shall not be, 
and shall not have any officer, partner, director, principal, 
manager, supervisor, loan processor, loan underwriter, or loan 
originator of the applicant mortgagee who is— 

(A) currently suspended, debarred, under a limited de-
nial of participation (LDP), or otherwise restricted under 
part 25 of title 24 of the Code of Federal Regulations, 2 
Code of Federal Regulations, part 180 as implemented by 
part 2424, or any successor regulations to such parts, or 
under similar provisions of any other Federal agency; 

(B) under indictment for, or has been convicted of, an 
offense that reflects adversely upon the applicant’s integ-
rity, competence or fitness to meet the responsibilities of 
an approved mortgagee; 

(C) subject to unresolved findings contained in a De-
partment of Housing and Urban Development or other 
governmental audit, investigation, or review; 
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(D) engaged in business practices that do not conform 
to generally accepted practices of prudent mortgagees or 
that demonstrate irresponsibility; 

(E) convicted of, or who has pled guilty or nolo 
contendre 14 to, a felony related to participation in the real 
estate or mortgage loan industry— 

(i) during the 7-year period preceding the date of 
the application for licensing and registration; or 

(ii) at any time preceding such date of application, 
if such felony involved an act of fraud, dishonesty, or 
a breach of trust, or money laundering; 
(F) in violation of provisions of the S.A.F.E. Mortgage 

Licensing Act of 2008 (12 U.S.C. 5101 et seq.) or any appli-
cable provision of State law; or 

(G) in violation of any other requirement as estab-
lished by the Secretary. 
(3) RULEMAKING AND IMPLEMENTATION.—The Secretary 

shall conduct a rulemaking to carry out this subsection. The 
Secretary shall implement this subsection not later than the 
expiration of the 60-day period beginning upon the date of the 
enactment of this subsection by notice, mortgagee letter, or in-
terim final regulations, which shall take effect upon issuance. 
(e) 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 partici-
pating 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. 
(f) 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 Secretary of Agriculture; 
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(5) if the mortgagee is a national bank, a subsidiary or af-
filiate of such bank, a Federal savings association or a sub-
sidiary or affiliate of a savings association, 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; and 

(7) if the mortgagee is a State bank or State savings asso-
ciation that is not a member of the Federal Reserve System or 
is a subsidiary or affiliate of such a bank, the Board of Direc-
tors of the Federal Deposit Insurance Corporation. 
(g) 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. 

(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 this subsection. 

(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.— 
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(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. 

(5) ADDITIONAL APPRAISER STANDARDS.—Beginning on the 
date of enactment of the Federal Housing Finance Regulatory 
Reform Act of 2008, any appraiser chosen or approved to con-
duct appraisals for mortgages under this title shall— 

(A) be certified— 
(i) by the State in which the property to be ap-

praised is located; or 
(ii) by a nationally recognized professional ap-

praisal organization; and 
(B) have demonstrated verifiable education in the ap-

praisal requirements established by the Federal Housing 
Administration under this subsection. 

(h) USE OF NAME.—The Secretary shall, by regulation, require 
each mortgagee approved by the Secretary for participation in the 
FHA mortgage insurance programs of the Secretary— 

(1) to use the business name of the mortgagee that is reg-
istered with the Secretary in connection with such approval in 
all advertisements and promotional materials, as such terms 
are defined by the Secretary, relating to the business of such 
mortgagee in such mortgage insurance programs; and 

(2) to maintain copies of all such advertisements and pro-
motional materials, in such form and for such period as the 
Secretary requires. 

INSURANCE OF MORTGAGES 

SEC. 203. ø12 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 comply with the following: 

(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— 
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15 Section 2112(a)(2) of Public Law 110–289 (122 Stat. 2831) amended this paragraph by strik-
ing the second sentence and all that followed through ‘‘section 3103A(d) of title 38, United 
States Code’’. The reference to section 3103A(d) does not appear because section 402(b) of Public 
Law 103–40 (105 Stat. 239) redesignated such section as section 5303A. Section 402(d)(2) of 
Public Law 103–40 (105 Stat. 239) deemed any reference in a provision of law other than title 
38, United States Code, to refer to the section as redesignated. This paragraph is shown as 
amended to reflect the probable intent of the Congress. 

(A) not to exceed the lesser of— 
(i) in the case of a 1-family residence, 115 percent 

of the median 1-family house price in the area, as de-
termined by the Secretary; and in the case of a 2-, 3- 
, or 4-family residence, the percentage of such median 
price that bears the same ratio to such median price 
as the dollar amount limitation determined under the 
sixth sentence of section 305(a)(2) of the Federal Home 
Loan Mortgage Corporation Act (12 U.S.C. 1454(a)(2)) 
for a 2-, 3-, or 4-family residence, respectively, bears 
to the dollar amount limitation determined under such 
section for a 1-family residence; or 

(ii) 150 percent of the dollar amount limitation de-
termined under the sixth sentence of such section 
305(a)(2) for a residence of applicable size; 

except that the dollar amount limitation in effect under 
this subparagraph for any size residence for any area may 
not be less than the greater of: (I) the dollar amount limi-
tation in effect under this section for the area on October 
21, 1998; or (II) 65 percent of the dollar amount limitation 
determined under the sixth sentence of such section 
305(a)(2) for a residence of the applicable size; and 

(B) not to exceed 100 percent of the appraised value 
of the property. 

For 15 purposes of the preceding sentence, the term ‘‘area’’ 
means a metropolitan statistical area as established by the Of-
fice 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. 

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. 

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 
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the Secretary may, in the discretion of the Secretary, waive the 
applicability of this requirement. 

(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. 

ø(8) øRepealed.¿ 
(9) CASH INVESTMENT REQUIREMENT.— 

(A) IN GENERAL.—A mortgage insured under this sec-
tion shall be executed by a mortgagor who shall have paid, 
in cash or its equivalent, on account of the property an 
amount equal to not less than 3.5 percent of the appraised 
value of the property or such larger amount as the Sec-
retary may determine. 

(B) FAMILY MEMBERS.—For purposes of this para-
graph, the Secretary shall consider as cash or its equiva-
lent any amounts borrowed from a family member (as such 
term is defined in section 201), subject only to the require-
ments that, in any case in which the repayment of such 
borrowed amounts is secured by a lien against the prop-
erty, that— 

(i) such lien shall be subordinate to the mortgage; 
and 

(ii) the sum of the principal obligation of the mort-
gage and the obligation secured by such lien may not 
exceed 100 percent of the appraised value of the prop-
erty plus any initial service charges, appraisal, inspec-
tion, and other fees in connection with the mortgage. 
(C) PROHIBITED SOURCES.—In no case shall the funds 

required by subparagraph (A) consist, in whole or in part, 
of funds provided by any of the following parties before, 
during, or after closing of the property sale: 

(i) The seller or any other person or entity that fi-
nancially benefits from the transaction. 

(ii) Any third party or entity that is reimbursed, 
directly or indirectly, by any of the parties described 
in clause (i). 
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16 For 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). 

This subparagraph shall apply only to mortgages for which 
the mortgagee has issued credit approval for the borrower 
on or after October 1, 2008. 

(c)(1) 16 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 subsection (n) are not required to be the same as the 
premium charges for mortgages insured under the other provisions 
of this section, but in no case shall premium charges under sub-
section (n) exceed 1 per centum per annum: Provided, That any re-
duced premium charge so fixed and computed may, in the discre-
tion 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 pre-
mium charge is fixed. Such premium charges shall be payable by 
the mortgagee, either in cash, or in debentures issued by the Sec-
retary 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 obliga-
tions of the particular insurance fund or account to which such pre-
mium charges are to be credited: Provided further, That the Sec-
retary 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 required that the mortgage complies with the 
provisions of this section, such mortgage may be accepted for insur-
ance 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 insurance 
under this title is paid in full prior to the maturity date, the Sec-
retary is further authorized in his discretion to require the pay-
ment 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 
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17 The proviso at the end of this sentence regarding refinancing was added by section 223 of 
the Departments of Veterans Affairs and Housing and Urban Development, and Independent 
Agencies Appropriations Act, 2005, enacted as Division I of the Consolidated Appropriations Act, 
2005, Public Law 108–447, 118 Stat. 3321, approved December 8, 2004. Such section also pro-
vides ‘‘[t]his provision shall apply to loans that become insured on or after the date of the enact-
ment of this Act‘. 

the account of the mortgagor all, or such portion as he shall deter-
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 that is an obligation 
of the Mutual Mortgage Insurance Fund shall be subject to the fol-
lowing requirements: 

(A) The Secretary shall establish and collect, at the time 
of insurance, a single premium payment in an amount not ex-
ceeding 3 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 2.75 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, provided that the mort-
gagor refinances the unpaid principal obligation under title II 
of this Act 17. 

(B) In addition to the premium under subparagraph (A), 
the Secretary may establish and collect annual premium pay-
ments in an amount not exceeding 1.5 percent of the remaining 
insured principal balance (excluding the portion of the remain-
ing balance attributable to the premium collected under sub-
paragraph (A) and without taking into account delinquent pay-
ments 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. 
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18 Effective October 1, 2021, section 402(b) of Public Law 112–78 repeals subparagraph (C). 
19 So in law. Probably should read ‘‘notwithstanding any provision’’. See amendment made by 

section 2112(b)(1) of Public Law 110–289. 

(ii) 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 
premium collected during the 30-year period under this 
clause may be in an amount not exceeding 1.55 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). 
(C)(i) 18 In addition to the premiums under subparagraphs 

(A) and (B), the Secretary shall establish and collect annual 
premium payments for any mortgage for which the Secretary 
collects an annual premium payment under subparagraph (B), 
in an amount described in clause (ii). 

(ii)(I) Subject to subclause (II), with respect to a mortgage, 
the amount described in this clause is 10 basis points of the 
remaining insured principal balance (excluding the portion of 
the remaining balance attributable to the premium collected 
under subparagraph (A) and without taking into account delin-
quent payments or prepayments). 

(II) During the 2-year period beginning on the date of en-
actment of this subparagraph, the Secretary shall increase the 
number of basis points of the annual premium payment col-
lected under this subparagraph incrementally, as determined 
appropriate by the Secretary, until the number of basis points 
of the annual premium payment collected under this subpara-
graph is equal to the number described in subclause (I). 
(d)(1) Except as provided in paragraph (2) of this subsection, 

notwithstanding provision 19 of this title governing maximum mort-
gage amounts for insuring a mortgage secured by a one- to four- 
family dwelling, the maximum amount of the mortgage determined 
under any such provision may be increased by the amount of the 
mortgage insurance premium paid at the time the mortgage is in-
sured. 

(2) The maximum amount of a mortgage determined under 
subsection (b)(2)(B) of this section may not be increased as provided 
in paragraph (1). 

(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 mort-
gagee from the date of the execution of such contract, except for 
fraud or misrepresentation on the part of such approved financial 
institution or approved mortgagee. 

(f) DISCLOSURE OF OTHER MORTGAGE PRODUCTS.— 
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(1) IN GENERAL.—In conjunction with any loan insured 
under this section, an original lender shall provide to each pro-
spective borrower a disclosure notice that provides a 1-page 
analysis of mortgage products offered by that lender and for 
which the borrower would qualify. 

(2) NOTICE.—The notice required under paragraph (1) 
shall include— 

(A) a generic analysis comparing the note rate (and as-
sociated interest payments), insurance premiums, and 
other costs and fees that would be due over the life of the 
loan for a loan insured by the Secretary under subsection 
(b) 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 sec-
tion 305(a)(2) of the Federal Home Loan Mortgage Cor-
poration Act (12 U.S.C. 1454(a)(2)) or section 302(b)(2) of 
the Federal National Mortgage Association Charter Act (12 
U.S.C. 1717(b)(2)), as applicable), assuming prevailing in-
terest rates; and 

(B) a statement regarding when the requirement of 
the mortgagor to pay the mortgage insurance premiums 
for a mortgage insured under this section would terminate, 
or a statement that the requirement shall terminate only 
if the mortgage is refinanced, paid off, or otherwise termi-
nated. 

(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; 
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20 So in law. 
21 This 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 (12 U.S.C. 
1709 note) 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 Janu-
ary 1994 earthquake in Southern California: Provided, That the provisions under this heading 
shall be effective only for the 18-month period following the date of enactment of this Act.’’. 

(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-
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 20 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. 21 

ø(i) øRepealed.¿ 
(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. Such commitments to insure and such insur-
ance shall be made upon such terms and conditions which the Sec-
retary may prescribe and which are consistent with the provisions 
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of subsections (b), (c), (e), (i) and (j) of this section, except as modi-
fied 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 

(iii) 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. 
(3) To be eligible for insurance under this subsection, a reha-

bilitation loan shall— 
(A) involve a principal obligation (including such initial 

service charges, appraisal, inspection, and other fees as the 
Secretary shall approve) in an amount which does not exceed, 
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; 

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

(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 Mutual Mortgage Insurance Fund, 
and insurance benefits shall be paid in cash out of such Fund or 
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22 This 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 (12 U.S.C. 1709 note) 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 Janu-
ary 1994 earthquake in Southern California: Provided, That the provisions under this heading 
shall be effective only for the 18-month period following the date of enactment of this Act.’’. 

in debentures executed in the name of such Fund. Insurance bene-
fits paid with respect to loans secured by a first mortgage and in-
sured under this subsection shall be paid in accordance with sec-
tion 204. Insurance benefits paid with respect to loans secured by 
a mortgage other than a first mortgage and insured under this sub-
section 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) 22 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. 
ø(l) øRepealed.¿ 
ø(m) øRepealed.¿ 
(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 or subordinate mortgage or lien given (in accordance with 
the laws of the State where the property is located and accom-
panied by such security and other undertakings as may be re-
quired under regulations of the Secretary) to secure a loan 
made to finance the purchase of stock or membership in a co-
operative ownership housing corporation the permanent occu-
pancy of the dwelling units of which is restricted to members 
of such corporation, where the purchase of such stock or mem-
bership will entitle the purchaser to the permanent occupancy 
of one of such units. 
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(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 or subordinate mortgage or lien (of the type de-
scribed in subparagraph (A)) to secure a loan to finance the 
purchase of stock or membership in a cooperative housing cor-
poration. 
ø(o) øRepealed.¿ 
ø(p) øRepealed.¿ 
ø(q) øRepealed.¿ 
(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-
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. 

ø(s) øTransferred.¿ 
(t)(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 
the expiration of the 90-day period beginning on the date of effec-
tiveness of final regulations implementing this paragraph. 
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23 The date of enactment was November 28, 1990. 
24 Section 3003(a)(1) of the Federal Reports Elimination and Sunset Act of 1995, Pub. L. 104– 

66, which is set forth post in part XII of this compilation, provides that certain provisions of 
law requiring submittal to Congress of an annual, semiannual, or other regular periodic report 
shall cease to be effective on May 15, 2000. This subsection is covered by such provision. How-
ever, section 1102 of the American Homeownership and Economic Opportunity Act of 2000, Pub-
lic Law 106–569, set forth post in part XII of this compilation, provides that such section 
3003(a)(1) shall not apply to the report required to be submitted under ‘‘section 203(v) of the 
National Housing Act, as added by section 504 of the Housing and Community Development 
Act of 1992’’. This subsection was added by such section 504, was originally designated as sub-
section (v) and was subsequently redesignated. 

(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 Act 23) 
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). 

(u)(1) No mortgagee may make or hold mortgages insured 
under this section if the customary lending practices of the mort-
gagee, 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’’ means a metropolitan statistical area 

as established by the Office of Management and Budget; 
(B) the term ‘‘mortgage charges’’ includes the interest rate, 

discount points, loan origination fee, and any other amount 
charged to a mortgagor with respect to an insured mortgage; 
and 

(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) The insurance of a mortgage under this section in connec-

tion with the assistance provided under section 8(y) of the United 
States Housing Act of 1937 shall be the obligation of the Mutual 
Mortgage Insurance Fund. 

(w) 24 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; 

(B) the percentage of borrowers whose incomes do not 
exceed 80 percent of the median income for the area; and 
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25 The date of enactment was October 21, 1998. 

(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 25, and annually thereafter, 
the Secretary shall submit to Congress a report on the plan of 
the Secretary to address each material weakness, reportable 
condition, and noncompliance with an applicable law or regula-
tion (as defined by the Director of the Office of Management 
and Budget) identified in the most recent audited financial 
statement 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). 

(y) REQUIREMENTS FOR MORTGAGES FOR CONDOMINIUMS.— 
(1) PROJECT RECERTIFICATION REQUIREMENTS.—Notwith-

standing any other law, regulation, or guideline of the Sec-
retary, including chapter 2.4 of the Condominium Project Ap-
proval and Processing Guide of the FHA, the Secretary shall 
streamline the project certification requirements that are ap-
plicable to the insurance under this section for mortgages for 
condominium projects so that recertifications are substantially 
less burdensome than certifications. The Secretary shall con-
sider lengthening the time between certifications for approved 
properties, and allowing updating of information rather than 
resubmission. 
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(2) COMMERCIAL SPACE REQUIREMENTS.—Notwithstanding 
any other law, regulation, or guideline of the Secretary, includ-
ing chapter 2.1.3 of the Condominium Project Approval and 
Processing Guide of the FHA, in providing for exceptions to the 
requirement for the insurance of a mortgage on a condominium 
property under this section regarding the percentage of the 
floor space of a condominium property that may be used for 
nonresidential or commercial purposes, the Secretary shall pro-
vide that— 

(A) any request for such an exception and the deter-
mination of the disposition of such request may be made, 
at the option of the requester, under the direct endorse-
ment lender review and approval process or under the 
HUD review and approval process through the applicable 
field office of the Department; and 

(B) in determining whether to allow such an exception 
for a condominium property, factors relating to the econ-
omy for the locality in which such project is located or spe-
cific to project, including the total number of family units 
in the project, shall be considered. 

Not later than the expiration of the 90-day period beginning on 
the date of the enactment of this paragraph, the Secretary 
shall issue regulations to implement this paragraph, which 
shall include any standards, training requirements, and rem-
edies and penalties that the Secretary considers appropriate. 

(3) TRANSFER FEES.—Notwithstanding any other law, regu-
lation, or guideline of the Secretary, including chapter 1.8.8 of 
the Condominium Project Approval and Processing Guide of 
the FHA and section 203.41 of the Secretary’s regulations (24 
CFR 203.41), existing standards of the Federal Housing Fi-
nance Agency relating to encumbrances under private transfer 
fee covenants shall apply to the insurance of mortgages by the 
Secretary under this section to the same extent and in the 
same manner that such standards apply to the purchasing, in-
vesting in, and otherwise dealing in mortgages by the Federal 
National Mortgage Association and the Federal Home Loan 
Mortgage Corporation. If the provisions of part 1228 of the Di-
rector of the Federal Housing Finance Agency’s regulations (12 
CFR part 1228) are amended or otherwise changed after the 
date of the enactment of this paragraph, the Secretary of Hous-
ing and Urban Development shall adopt any such amendments 
or changes for purposes of this paragraph, unless the Secretary 
causes to be published in the Federal Register a notice explain-
ing why the Secretary will disregard such amendments or 
changes within 90 days after the effective date of such amend-
ments or changes. 

(4) OWNER-OCCUPANCY REQUIREMENT.— 
(A) ESTABLISHMENT OF PERCENTAGE REQUIREMENT.— 

Not later than the expiration of the 90-day period begin-
ning on the date of the enactment of this paragraph, the 
Secretary shall, by rule, notice, or mortgagee letter, issue 
guidance regarding the percentage of units that must be 
occupied by the owners as a principal residence or a sec-
ondary residence (as such terms are defined by the Sec-
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26 Section 601(a) of the Departments of Veterans Affairs and Housing and Urban Develop-
ment, and Independent Agencies Appropriations Act, 1999, Public Law 105–276, approved Octo-
ber 21, 1998, amended this subsection to read as shown. Section 601(b) of such Act (12 U.S.C. 
1710 note) 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.’’. 

retary), or must have been sold to owners who intend to 
meet such occupancy requirements, including justifications 
for the percentage requirements, in order for a condo-
minium project to be acceptable to the Secretary for insur-
ance under this section of a mortgage within such condo-
minium property. 

(B) FAILURE TO ACT.—If the Secretary fails to issue the 
guidance required under subparagraph (A) before the expi-
ration of the 90-day period specified in such clause, the fol-
lowing provisions shall apply: 

(i) 35 PERCENT REQUIREMENT.—In order for a con-
dominium project to be acceptable to the Secretary for 
insurance under this section, at least 35 percent of all 
family units (including units not covered by FHA-in-
sured mortgages) must be occupied by the owners as 
a principal residence or a secondary residence (as such 
terms are defined by the Secretary), or must have 
been sold to owners who intend to meet such occu-
pancy requirement. 

(ii) OTHER CONSIDERATIONS.—The Secretary may 
increase the percentage applicable pursuant to clause 
(i) to a condominium project on a project-by-project or 
regional basis, and in determining such percentage for 
a project shall consider factors relating to the economy 
for the locality in which such project is located or spe-
cific to project, including the total number of family 
units in the project. 

PAYMENT OF INSURANCE 

SEC. 204. ø12 U.S.C. 1710¿ (a) 26 IN GENERAL.— 
(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— 

(i) all rights and interests arising under the mort-
gage; 
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27 Indented so in law. 

(ii) 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 mort-
gagor 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 

(ii) the assignment to the Secretary of all claims 
of the mortgagee against the mortgagor or others, aris-
ing out of mortgage transaction or foreclosure pro-
ceedings, except such claims as may have been re-
leased 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). 

(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) 27 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-
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28 So in law. Section 203(c)(3) of Public Law 111-22 amended section 204(a)(2) by striking 
‘‘204(a)(1)(A)’’ and inserting ‘‘subsection (a)(1)(A) or section 230(c)’’. Such amendment probably 
should have struck ‘‘section 204(a)(1)(A)’’. 

tion actions that provide an alternative to foreclosure of a mortgage 
that is in default or faces imminent default, as defined by the Sec-
retary (including but not limited to actions such as special forbear-
ance, loan modification, support for borrower housing counseling, 
partial claims, borrower incentives, preforeclosure sale, and deeds 
in lieu of foreclosure, but not including assignment of mortgages to 
the Secretary under section subsection 28 (a)(1)(A) or section 
230(c)). 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. 

(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 
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(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. 

(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-
velopment, with the approval of the Secretary of the Treasury; 
and 

(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 
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29 September 2, 1964. 

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 mort-
gagee after default: Provided, That debentures issued pursuant to 
claims for insurance filed on or after the date of enactment of the 
Housing Act of 1964 29 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 mort-
gagee 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 
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 mort-
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30 September 2, 1964. 
31 August 11, 1955. 

gagee in connection with the foreclosure proceedings, or the acqui-
sition 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. 30 

(f)(1) 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, 31 
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 

(ii) 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 
of the Housing Amendments of 1955, 31 and, with the consent of 
the mortgagee or mortgagor, as the case may be, with respect to 
mortgages insured pursuant to commitments issued prior to such 
date, to effect the settlement of certificates of claim and refunds to 
mortgagors 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 
determining 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 
outstanding as of the date of enactment of the Housing Act of 1964. 
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(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-
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. 
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32 This subsection was added by section 602 of the Departments of Veterans Affairs and Hous-
ing and Urban Development, and Independent Agencies Appropriations Act, 1999, Pub. L. 105– 
276, approved October 21, 1998. Section 1303 of the 2002 Supplemental Appropriations Act for 
Further Recovery From and Response To Terrorist Attacks on the United States, Pub. L. 107– 
206, approved August 2, 2002, 12 U.S.C. 1710 note, provides, in part, that ‘‘[t]he Secretary of 
Housing and Urban Development shall begin to enter into new agreements and contracts pursu-
ant to the Asset Control Area Demonstration Program as provided in section 602 of Public Law 
105–276 not later than September 15, 2002: Provided, That any agreement or contract entered 
into pursuant to such program shall be consistent with the requirements of such section 602’’. 

(h) DISPOSITION OF ASSETS IN REVITALIZATION AREAS.— 32 
(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 categories of 
assets of the Secretary, unless the Secretary determines at any 
time that the asset property is economically or otherwise infea-
sible to rehabilitate or that the best use of the asset property 
is as open space (including park land): 

(A) PROPERTIES.—Any property that— 
(i) is designed as a dwelling for occupancy by 1 to 

4 families; 
(ii) 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); 

(ii) was previously insured under the provisions of 
this Act except for mortgages insured under or made 
pursuant to sections 235, 247, or 255; 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. 
(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, States, and Indian tribes and interested nonprofit orga-
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33 Section 142 of the Community Renewal Tax Relief Act of 2000 (H.R. 5662, as introduced 
in the 106th Congress, enacted by section 1(a)(7) of the Consolidated Appropriations Act, 2001, 
Pub. L. 106–554) provides as follows: 

‘‘SEC. 142. ø12 U.S.C. 1710 note¿ TRANSFER OF HUD ASSETS IN REVITALIZATION 
AREAS. 

‘‘In carrying out the program under section 204(h) of the National Housing Act (12 U.S.C. 
1710(h)), upon the request of the chief executive officer of a county or the government of appro-
priate jurisdiction and not later than 60 days after such request is made, the Secretary of Hous-
ing and Urban Development shall designate as a revitalization area all portions of such county 
that meet the criteria for such designation under paragraph (3) of such section.’’. 

nizations. The Secretary may designate as revitalization areas 
only areas that meet one of the following requirements: 33 

(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 

(ii) in the case of any area not located within a 
metropolitan 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 

(ii) 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— 
(i) the unit of general local government, State, or 

Indian tribe having jurisdiction with respect to the 
area in which are located the eligible assets to be sold; 
or 

(ii) a nonprofit organization; 
(B) in making a purchase under the program under 

this subsection— 
(i) establishes an asset control area, which shall 

be an area that consists of part or all of a revitaliza-
tion area; and 

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

(I) are or become eligible for purchase under 
this subsection; and 
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(II) are located in the asset control area of the 
purchaser; and 

(C) has the capacity to carry out the purchase of the 
category or categories of eligible assets set forth in the sale 
agreement 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, 
the asset control area, established pursuant to para-
graph (4)(B)(i) by the purchaser, in which the eligible 
asset is located. 

(ii) 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: 

(i) 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. 
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34 So in law. Probably should include a period. 

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

(i) the market value of the asset property in its 
‘‘as is’’ physical condition, which shall take into consid-
eration age and condition of major mechanical and 
structural systems; and 

(ii) the value of the property appraised for home 
ownership. 
(C) DISCOUNTS.—The Secretary, in the sole discretion 

of the Secretary, shall establish the discount under this 
paragraph for an eligible asset. In determining the dis-
count, the Secretary may consider the condition of the 
asset property, the extent of resources available to the pre-
ferred purchaser, the comprehensive revitalization plan 
undertaken by such purchaser, the financial safety and 
soundness of the Mutual Mortgage Insurance Fund, and 
any other circumstances the Secretary considers appro-
priate 34 
(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 
category or categories of eligible assets to be purchased 
and, based on the purchaser’s capacity to manage and dis-
pose of assets, the maximum number of assets owned by 
the Secretary at the time the sale agreement is executed 
that shall be sold to the purchaser. 

(B) REVITALIZATION AREA AND ASSET CONTROL AREA.— 
The sale agreement shall identify— 

(i) 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)(i) 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— 
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(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, includ-
ing— 

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

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

(III) 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 
(ii) 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)(iii) 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 es-
tablish— 

(i) in the case of a preferred purchaser, the time 
period referred to in paragraph (4)(B)(ii); and 

(ii) 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). 
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(B) ASSET PROPERTY.—The term ‘‘asset property’’ 
means— 

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

(ii) 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; 
(ii) has no part of its net earnings inuring to the 

benefit of any member, shareholder, founder, contrib-
utor, or individual; and 

(iii) complies with standards of financial responsi-
bility 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, and any agency or instru-
mentality thereof that is established pursuant to legisla-
tion and designated by the chief executive officer to act on 
behalf of the jurisdiction with regard to the provisions of 
this subsection. 

(G) STATE.—The term ‘‘State’’ means any State of the 
United States, the District of Columbia, the Common-
wealth of Puerto Rico, Guam, American Samoa, the Virgin 
Islands, the Northern Mariana Islands, or any agency or 
instrumentality thereof that is established pursuant to leg-
islation and designated by the chief executive officer to act 
on behalf of the State with regard to provisions of this sub-
jection. 

(H) INDIAN TRIBE.—The term ‘‘Indian tribe’’ has the 
same meaning as in section 248(i)(I) of this Act. 
(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 
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35 The date of enactment was October 21, 1998. 
36 Section 601(c) of the Departments of Veterans Affairs and Housing and Urban Develop-

ment, and Independent Agencies Appropriations Act, 1999, Public Law 105–276, approved Octo-
ber 21, 1998, repealed this subsection. Section 601(b) of such Act (12 U.S.C. 1710 note) 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.’’. 

and Urban Development, and Independent Agencies Appropria-
tions Act, 1999. 35 
(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 
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. 

(j) 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. 

ø(k) øRepealed.¿ 36 ¿ 
(l)(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: 
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(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 
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 enti-
ty under a contract with the Secretary that provides for the as-
signment 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 
contract 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 resi-
dence. 

CLASSIFICATION OF MORTGAGES AND INSURANCE FUND 

SEC. 205. ø12 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. 
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37 The date of enactment was November 5, 1990. 

(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. 

(c) Upon termination of the insurance obligation of the Mutual 
Mortgage Insurance Fund by payment of any mortgage insured 
thereunder, the Secretary is authorized to distribute to the mort-
gagor 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-
section 37 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 37, 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 subsection 37, 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. 
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(B) The term ‘‘capital ratio’’ means the ratio of capital to 
unamortized insurance-in-force. 

(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 out-
standing 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. 

INVESTMENT OF FUNDS 

SEC. 206. ø12 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 
accounts to which such debentures have been charged shall be 
charged with the amounts used in making such purchases. 
SEC. 206A. ø12 U.S.C. 1712a¿ INDEXING OF FHA MULTIFAMILY HOUSING 

LOAN LIMITS. 
(a) METHOD OF INDEXING.—The dollar amounts set forth in— 

(1) section 207(c)(3)(A) (12 U.S.C. 1713(c)(3)(A)); 
(2) section 213(b)(2)(A) (12 U.S.C. 1715e(b)(2)(A)); 
(3) section 220(d)(3)(B)(iii)(I) (12 U.S.C. 

1715k(d)(3)(B)(iii)(I)); 
(4) section 221(d)(3)(ii)(I) (12 U.S.C. 1715l(d)(3)(ii)(I)); 
(5) section 221(d)(4)(ii)(I) (12 U.S.C. 1715l(d)(4)(ii)(I)); 
(6) section 231(c)(2)(A) (12 U.S.C. 1715v(c)(2)(A)); and 
(7) section 234(e)(3)(A) (12 U.S.C. 1715y(e)(3)(A)); 

(collectively hereinafter referred to as the ‘‘Dollar Amounts’’) shall 
be adjusted annually (commencing in 2004) on the effective date of 
the Federal Reserve Board’s adjustment of the $400 figure in the 
Home Ownership and Equity Protection Act of 1994 (HOEPA). The 
adjustment of the Dollar Amounts shall be calculated using the 
percentage change in the Consumer Price Index for All Urban Con-
sumers (CPI–U) as applied by the Federal Reserve Board for pur-
poses of the above-described HOEPA adjustment. 

(b) NOTIFICATION.—The Federal Reserve Board on a timely 
basis shall notify the Secretary, or his designee, in writing of the 
adjustment described in subsection (a) and of the effective date of 
such adjustment in order to permit the Secretary to undertake pub-
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lication in the Federal Register of corresponding adjustments to the 
Dollar Amounts. The dollar amount of any adjustment shall be 
rounded to the next lower dollar. 

RENTAL HOUSING INSURANCE 

SEC. 207. ø12 U.S.C. 1713¿ (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. 

(3) 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, over-
crowding, faulty arrangement or design, lack of ventilation, light or 
sanitation facilities, or any combination of these factors, are detri-
mental 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-
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velopment or housing corporations restricted by Federal or State 
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 mort-
gagor to be regulated or restricted as to rents or sales, charges, 
capital structure, rate of return, and methods of operation so as to 
provide 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 dis-
cretion, may require, including 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 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— 

ø(1) øRepealed.¿ 
(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 
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38 Section 5(b)(1)(B) of the FHA Downpayment Simplification Act of 2002, Pub L. 107–326, 116 
Stat. 2794, approved December 24, 2002, amends this paragraph as follows: 

‘‘(B) by striking ‘‘and accept that the Secretary’’ through and including ‘‘in this paragraph’’ 
and inserting in lieu thereof: 

‘‘(B) the Secretary may, by regulation, increase any of the dollar amount limiations 
in subparagraph (A) (as such limitations may have been adjusted in accordance with 
section 206A of this Act)’’. 

The amendment could not be executed because the word ‘‘accept’’ reads ‘‘except’’ in law. 
39 Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98–181, ap-

proved 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 (12 U.S.C. 1713 note) 
further provides as follows: 

may include the land, the proposed physical improvements, 
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)(A) not to exceed, for such part of the property or 
projects as may be attributable to dwelling use (excluding exte-
rior and land improvements as defined by the Secretary), 
$38,025 per family unit without bedroom, $42,120 per family 
unit with one bedroom, $50,310 per family unit with two bed-
rooms, $62,010 per family unit with three bedrooms, and 
$70,200 per family unit with four or more bedrooms, or not to 
exceed $17,460 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 $43,875 per family unit without a bedroom, $49,140 
per family unit with one bedroom, $60,255 per family unit with 
two bedrooms, $75,465 per family unit with three bedrooms, 
and $85,328 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 stand-
ards of construction and design; and except that the Secretary 
may, by regulation, increase any of the foregoing dollar amount 
limitations contained in this paragraph 38 by not to exceed 170 
percent in any geographical area where the Secretary finds 
that cost levels so require and by not to exceed 170 percent, 
or 215 percent in high cost areas, 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 imple-
menting its special assistance functions under section 305 of 
this Act (as such section existed immediately before November 
30, 1983) is involved. 
The mortgage shall provide for complete amortization by peri-

odic payments (unless otherwise approved by the Secretary) 39 
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‘‘(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.’’. 

within such term as the Secretary shall prescribe, 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 such terms and conditions as he may prescribe and the mort-
gage may provide for such release. No mortgage shall be accepted 
for insurance under this section or section 210 unless the Secretary 
finds that the property or project, with respect to which the mort-
gage is executed, is economically sound. Such property or project 
may include five or more family units and may include such com-
mercial and community facilities as the Secretary deems adequate 
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 ac-
crued interest. In addition to the premium charge herein provided 
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 property 
or project during construction: Provided, That such charges for ap-
praisal and inspection shall not aggregate more than 1 per centum 
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. 

ø(f) øRepealed.¿ 
(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 
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40 September 2, 1964. 

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 mort-
gagor and which have not been applied in reduction of the principal 
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, (ii) 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, 40 
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 
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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 
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 dis-
posing 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 
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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; 
(3) shall include such provisions for redemption, if any, as 

may be prescribed by the Secretary of Housing and Urban De-
velopment, with the approval of the Secretary of the Treasury; 
and 

(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. 

(l) 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-
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41 September 23, 1959. 

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 
account of such property if the amount thereof does not exceed 
$1,000. 

ø(m) øRepealed.¿ 
(n) In the event that a mortgage insured under this section be-

comes in default through failure of the mortgagor to make any pay-
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 mort-
gagee 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. 

ø(p) øRepealed.¿ 
ø(q) øRepealed.¿ 
(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 1959 41 
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. ø12 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. 
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STATISTICAL AND ECONOMIC SURVEYS 

SEC. 209. ø12 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. 

ø ADDITIONAL HOUSING INSURANCE ¿ 

øSEC. 210. øRepealed.¿ ¿ 

RULES AND REGULATIONS 

SEC. 211. ø12 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 

SEC. 212. ø12 U.S.C. 1715c¿ (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 
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principally for residential use for more than eight families; except 
that compliance with such provisions may be waived by the Sec-
retary— 

(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 

(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. 
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(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 

SEC. 213. ø12 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 
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 
section 207(b)(2) shall be construed to refer to the Management 
Fund. Nothing in this section may be construed to prevent mem-
bership in a nonprofit housing cooperative from being held in the 
name of a trust, the beneficiary of which shall occupy the dwelling 
unit in accordance with rules and regulations prescribed by the 
Secretary. 
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42 Punctuation so in law. 

(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— 

ø(1) øRepealed.¿ 
(2)(A) 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), $41,207 per family 
unit without a bedroom, $47,511 per family unit with one bed-
room, $57,300 per family unit with two bedrooms, $73,343 per 
family unit with three bedrooms, and $81,708 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 
may, in his discretion, increase the dollar amount limitations 
per family unit to not to exceed $43,875 per family unit with-
out a bedroom, $49,710 per family unit with one bedroom, 
$60,446 per family unit with two bedrooms, $78,197 per family 
unit with three bedrooms, and $85,836 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; (B)(i) 
the Secretary may, by regulation, increase any of the dollar 
amount limitations in subparagraph (A) (as such limitations 
may have been adjusted in accordance with section 206A of 
this Act) by not to exceed 170 percent in any geographical area 
where the Secretary finds that cost levels so require and by not 
to exceed 170 percent, or 215 percent in high cost areas, 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; and (ii) in the case of a 
mortgagor of the character described in paragraph (3) of sub-
section (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 
property or project when the proposed physical improvements 
are completed; and (iii) upon the sale of a property or project 
by a mortgagor of the character described in paragraph (3) of 
subsection (a) to a nonprofit cooperative ownership housing 
corporation or trust within two years after the completion of 
such property or project the mortgage given to finance such 
sale shall involve a principal obligation in an amount not to ex-
ceed the maximum amount computed in accordance with this 
subparagraph (B)(i).. 42 
(c) To be eligible for insurance under this section a mortgage 

on any property or project of a corporation or trust of the character 
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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-
quired 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 
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), (i), (j), (k), (l), 
(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), (j), 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. 
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(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-
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. 

(j)(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-
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43 So in law. 
44 So in law. 

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; 43 

(B) Community facilities necessary to serve the occupants 
of the property; or 44 

(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 
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 
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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. 

(l) 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 
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 
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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. 

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

SEC. 214. ø12 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 max-
imum 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 
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. 
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ISSUANCE OF COMMITMENTS 

SEC. 215. ø12 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. ø12 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-
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 
an intent to meet such requirement upon his release from active 
duty. 

ø GENERAL MORTGAGE INSURANCE AUTHORIZATION ¿ 

øSEC. 217. øRepealed.¿ 

ø CREDIT FOR APPLICATION FEES PAID ¿ 

øSEC. 218. øRepealed.¿ 

ø AUTHORITY TO TRANSFER AMOUNTS AMONG FUNDS ¿ 

øSEC. 219. øRepealed.¿ ¿ 

REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING 
INSURANCE 

SEC. 220. ø12 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-
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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 (i) 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 
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 
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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)(i) 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-
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 
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their eligibility determined in accordance with section 3103A(d) 
of title 38, United States Code; and 

(ii) 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) ø(i) øRepealed.¿ 
(ii) 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 
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)(I) 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), $38,025 per family 
unit without a bedroom, $42,120 per family unit with one bed-
room, $50,310 per family unit with two bedrooms, $62,010 per 
family unit with three bedrooms, and $70,200 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 
to not to exceed $43,875 per family unit without a bedroom, 
$49,140 per family unit with one bedroom, $60,255 per family 
unit with two bedrooms, $75,465 per family unit with three 
bedrooms, and $85,328 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 (II) with respect to 
rehabilitation projects involving not more than five family 
units, the Secretary may by regulation increase by 25 per cen-
tum any of the dollar amount limitations in subparagraph 
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45 Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98–181, ap-
proved 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 (12 U.S.C. 1713 note) 
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.’’. 

(B)(iii)(I) (as such limitations may have been adjusted in ac-
cordance with section 206A of this Act) which are applicable to 
units with two, three, or four or more bedrooms; (III) the Sec-
retary may, by regulation, increase the dollar amount limita-
tions contained in subparagraph (B)(iii)(I) (as such limitations 
may have been adjusted in accordance with section 206A of 
this Act) by not to exceed 170 percent in any geographical area 
where the Secretary finds that cost levels so require and by not 
to exceed 170 percent, or 215 percent in high cost areas, 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); (IV) That 44 nothing con-
tained in this subparagraph (B)(iii)(I) shall preclude the insur-
ance of mortgages covering existing multifamily dwellings to be 
rehabilitated or reconstructed for the purposes set forth in sub-
section (a) of this section; (V) the Secretary may further in-
crease any of the dollar limitations which would otherwise 
apply to such projects by not to exceed 20 per centum 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 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 min-
imum property standards and will be cost-effective over the life 
of the measure; 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) 45 
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 mort-
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gagee and contain such terms and provisions with respect to the 
application of the mortgagor’s periodic payment to amortization of 
the principal of the mortgage, insurance, repairs, alterations, pay-
ment of taxes, default reserves, delinquency charges, foreclosure 
proceedings, 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 
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), (j), (k), 
and (l) 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-
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46 June 30, 1961. 

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. 
ø(g) øRepealed.¿ 
(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 
on and after the date of enactment of the Housing Act of 1961. 46 
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 
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47 So in law. Probably should be designated as subparagraph (A). 
48 So in law. Probably should be designated as subparagraph (B). 
49 So in law. Probably should be designated as subparagraph (C). 
50 So in law. Probably should be designated as subparagraph (D). 
51 So in law. Probably should be designated as subparagraph (E). 
52 So in law. Probably should be designated as subparagraph (F). 

(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) 47 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; 

(ii) 48 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) 49 bear interest at such rate as may be agreed upon by 
the mortgagor and the mortgagee; 

(iv) 50 have a maturity satisfactory to the Secretary, but 
not to exceed twenty years from the beginning of amortization 
of the loan; 

(v) 51 comply with such other terms, conditions, and re-
strictions as the Secretary may prescribe; and 

(vi) 52 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. 

ø(4) øRepealed.¿ 
(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-

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00081 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



82 Sec. 220 NATIONAL HOUSING ACT 

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 
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 
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form, or such other form as the Secretary of Housing and Urban 
Development may prescribe in regulations. 

(8) The provisions of subsections (c), (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. 

(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 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00083 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



84 Sec. 221 NATIONAL HOUSING ACT 

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. ø12 U.S.C. 1715k¿ 

HOUSING FOR MODERATE INCOME AND DISPLACED FAMILIES 

SEC. 221. ø12 U.S.C. 1715l¿ (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. 

(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- 
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53 So in law. There is no dollar sign. 

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 
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— 

ø(i) øRepealed.¿ 
(ii)(I) 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), 
$42,048 per family unit without a bedroom, $48,481 per 
family unit with one bedroom, 58,469 53 per family unit 
with two bedrooms, $74,840 per family unit with three 
bedrooms, and $83,375 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, in-
crease the dollar amount limitations per family unit to not 
to exceed $44,250 per family unit without a bedroom, 
$50,724 per family unit with one bedroom, $61,680 per 
family unit with two bedrooms, $79,793 per family unit 
with three bedrooms, and $87,588 per family unit with 
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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 de-
sign; (II) the Secretary may, by regulation, increase any of 
the dollar amount limitations in subclause (I) (as such lim-
itations may have been adjusted in accordance with sec-
tion 206A of this Act) by not to exceed 170 percent in any 
geographical area where the Secretary finds that cost lev-
els so require and by not to exceed 170 percent, or 215 per-
cent in high cost areas, 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 im-
plementing its special assistance functions under section 
305 of this Act (as such section existed immediately before 
November 30, 1983) is involved; and 

(iii) 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 
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 mort-
gagor meeting the special requirements of subsection 
(e)(1), the amount of the mortgage shall not exceed 90 per 
centum 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— 
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ø(i) øRepealed.¿ 
(ii)(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), 
$37,843 per family unit without a bedroom, $42,954 per 
family unit with one bedroom, $51,920 per family unit 
with two bedrooms, $65,169 per family unit with three 
bedrooms, and $73,846 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, in-
crease the dollar amount limitations per family unit to not 
to exceed $40,876 per family unit without a bedroom, 
$46,859 per family unit with one bedroom, $56,979 per 
family unit with two bedrooms, $73,710 per family unit 
with three bedrooms, and $80,913 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 de-
sign; (II) the Secretary may, by regulation, increase any of 
the dollar limitations in subclause (I) (as such limitations 
may have been adjusted in accordance with section 206A 
of this Act) by not to exceed 170 percent in any geo-
graphical area where the Secretary finds that cost levels 
so require and by not to exceed 170 percent, or 215 percent 
in high cost areas, where the Secretary determines it nec-
essary 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 im-
plementing its special assistance functions under section 
305 of this Act (as such section existed immediately before 
November 30, 1983) is involved; 

(iii) 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 
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54 Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98–181, ap-
proved 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 (12 U.S.C. 1713 note) 
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.’’. 

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 mort-
gagor as the Secretary may deem necessary to render ef-
fective such restrictions or regulations, with such stock or 
interest 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 out-
standing marketable obligations of the United States, and by 
adjusting 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 sub-
section (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) 54 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 
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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 
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 
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55 Section 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 ‘‘Dis-
aster 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. 

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. 55 

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. 
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56 June 30, 1961. 

(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), (c), (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 (l) 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, 56 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, 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 
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57 November 30, 1983. 
58 Section 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 sec-

tion 221(g)(4)(A) of the National Housing Act (12 U.S.C. 1715l(g)(4)(A)) is amended by striking 
‘‘, 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’’. 

The amendment could not be executed because the text proposed to be struck does not appear 
in this subparagraph. 

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 57 is not in default at the expi-
ration of twenty years from the date the mortgage was en-
dorsed 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 instrument and the mortgage securing the same and re-
ceive the benefits of the insurance as hereinafter provided in 
this paragraph, 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 assign-
ment, transfer, 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 here-
in, issue to the mortgagee debentures having a total face 
value 58 equal to the amount of the original principal obligation 
of the mortgage which was unpaid on the date of the assign-
ment, plus accrued interest to such date. Debentures issued 
pursuant to this paragraph shall be issued in the same manner 
and subject to the same terms and conditions as debentures 
issued under paragraph (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 ma-
ture 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 specify as applicable to the six-month period (consisting 
of January through June or July through December) which in-
cludes the issuance date of such debentures, which applicable 
rate for each six-month period shall be determined by the Sec-
retary of the Treasury by estimating the average yield to ma-
turity, on the basis of daily closing market bid quotations or 
prices during the month of May or the month of November, as 
the case may be, next preceding such six-month period, on all 
outstanding marketable obligations of the United States hav-
ing a maturity date of eight to twelve years from the first day 
of such month of May or November (or, if no such obligations 
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are outstanding, 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 an-
nual yield to the nearest one-eighth of 1 per centum. The Sec-
retary shall have the same authority with respect to mortgages 
assigned to him under this paragraph as contained in section 
207(k) and section 207(l) as to mortgages insured by the Sec-
retary and assigned 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 mort-
gagee 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). 

(C)(i) 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). 

(ii)(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. 

(II) 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 instrument, which 
shall include the principal mortgage balance, original stated 
interest rate, service fees, real estate and tenant characteris-
tics, the level and duration of applicable Federal subsidies, and 
any other information determined by the Secretary to be ap-
propriate. The Secretary shall also provide information regard-
ing the status of the property with respect to the provisions of 
the Emergency Low Income Housing Preservation Act of 1987 
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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 subse-
quent Act, and the details with respect to incentives provided 
under the Emergency Low Income Housing Preservation Act of 
1987 or any subsequent Act in lieu of exercising prepayment 
rights. 

(III) 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 (II) 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. 

(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 serv-
icing 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 
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59 The date of enactment was November 5, 1990. 
60 Indented so in law. 

(III) default and full payment of insurance benefits on 
the mortgage loan by the Federal Housing Administration. 
(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 59 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. 59 

(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 
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, except that this subparagraph shall continue to apply 
if the Secretary receives a mortgagee’s written notice of intent 
to assign its mortgage to the Secretary on or before such date. 
Not later than January 31 of each year (beginning in 1992), 
the Secretary shall submit to the Congress a report including 
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 coordi-
nate 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) 60 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 
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61 Section 101(c)(4) of the Housing and Urban Development Act of 1968, Pub. L. 90–448, 12 
U.S.C. 1715z note) approved 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 
such Act, but such mortgage shall bear interest at the rate provided in section 235(j)(2)(C) of 
such Act.’’. 

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 
(ii) 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; 

(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 re-
lated 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) 61 No mortgage shall be insured under paragraph (1) un-
less the mortgagor enters into an agreement (in form and sub-
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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 indi-
vidual dwelling involved; and 

(ii) 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-
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-
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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-
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-
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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, (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. 
(7) Where the Secretary approved a plan of family unit owner-

ship, the terms ‘‘single-family dwelling,’’‘‘single-family dwell-
ings,’’‘‘individual dwelling,’’ and ‘‘individual dwellings’’ shall mean 
a family unit or family units, together with the undivided interest 
(or interests) 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. 

(i)(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 
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-
gage. 

(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; 
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(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)(ii), 
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 
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- 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00100 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



101 Sec. 221 NATIONAL HOUSING ACT 

62 So in law. Probably should be designated as subparagraph (A). 
63 So in law. Probably should be designated as subparagraph (B). 
64 So in law. Probably should be designated as subparagraph (C). 

family unit in a multifamily project and an undivided interest 
in the common areas and facilities which serve the project; and 

(ii) the term ‘‘common areas and facilities’’ includes the 
land and such commercial, community, and other facilities as 
are approved by the Secretary. 
(j)(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) 62 involve a principal obligation (including such initial 
service charges and appraisal, inspection, and other fees as the 
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; 

(ii) 63 bear interest at the below-market rate prescribed in 
the proviso of subsection (d)(5); and 

(iii) 64 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 
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under the minimum property standards and will be cost-effective 
over the life of the measure. 

(l)(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 multi-
family 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). 

ø øSection 222 repealed.¿ 

MISCELLANEOUS HOUSING INSURANCE 

SEC. 223. ø12 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 

(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 
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65 Section 103(d) of the Multifamily Housing Property Disposition Reform Act of 1994, Pub. 
L. 103–233, 12 U.S.C. 1715m note, 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.’’. 

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 

(7) given to refinance an existing mortgage insured under 
this Act, or an existing mortgage held by the Secretary that is 
subject to a mortgage restructuring and rental assistance suffi-
ciency plan pursuant to the Multifamily Assisted Housing Re-
form and Affordability Act of 1997 (42 U.S.C. 1437f note) 65, 
provided that— 

(A) the principal amount of any such refinancing mort-
gage 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 mort-
gagor and the mortgagee, except that (i) the principal 
amount of any such refinancing mortgage may equal the 
outstanding balance of an existing mortgage insured pur-
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66 So in law. 

suant to section 245, if the amount of the monthly pay-
ment due under the refinancing mortgage is less than that 
due under the existing mortgage for the month in which 
the refinancing mortgage is executed; (ii) a mortgagee may 
not require a minimum principal amount to be outstanding 
on the loan secured by the existing mortgage; (iii) in any 
case involving the refinancing of a loan in which the Sec-
retary 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 exist-
ing insured mortgage; and (iv) any multifamily mortgage 
that is refinanced under this paragraph shall be docu-
mented through amendments to the existing insurance 
contract and shall not be structured through the provisions 
of a new insurance contract; and 

(B) a mortgage of the character described in para-
graphs (1) through (6) of this subsection shall have a ma-
turity and a principal obligation not in excess of the maxi-
mums prescribed under the applicable section or title of 
this Act, except that in no case may the principal obliga-
tion 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 mort-
gagee; 66 

(C) a mortgage that is subject to a mortgage restruc-
turing and rental assistance sufficiency plan pursuant to 
the Multifamily Assisted Housing Reform and Affordability 
Act of 1997 (42 U.S.C. 1437f note) and is refinanced under 
this paragraph may have a term of not more than 30 
years; 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. 

(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-
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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. 
(3) 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 

(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 
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67 October 28, 1992. 

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 con-
tinues for a period of thirty days, the lender shall be entitled to in-
surance 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 oper-
ating deficits. If an operating loss loan was insured by the Sec-
retary pursuant to this subsection before the date of the enactment 
of the Housing and Community Development Act of 1992 67 and 
was reduced solely to reflect the amount placed in escrow for initial 
operating deficits, the Secretary shall insure, to the extent of the 
availability of insurance authority provided in appropriation Acts, 
an increase in the existing loan or a separate loan, in an amount 
equal to the lesser of (A) the maximum amount permitted under 
this subsection and the applicable underwriting requirements es-
tablished 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 defi-
cits. 

(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 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00106 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



107 Sec. 223 NATIONAL HOUSING ACT 

68 October 8, 1980. 

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 purchase or refinancing of existing debt of an existing hospital 
(or existing nursing home, existing assisted living facility, existing 
intermediate 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, 68 the Secretary may not accept an offer to prepay or request 
refinancing 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 
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-
gage 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-
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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 inter-
mediate care facility, existing board and care home, or any com-
bination thereof) the Secretary shall prescribe such terms and con-
ditions 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. 
(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. 
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69 January 23, 2004. 

DEBENTURE INTEREST RATE 

SEC. 224. ø12 U.S.C. 1715o¿ 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. Notwithstanding the preceding 
sentence and the following paragraph, if an insurance claim is paid 
in cash for any mortgage that is insured under section 203 or 234 
of this Act and is endorsed for mortgage insurance after the date 
of enactment of this sentence 69, the debenture interest rate for 
purposes of calculating such a claim shall be the monthly average 
yield, for the month in which the default on the mortgage occurred, 
on United States Treasury Securities adjusted to a constant matu-
rity of 10 years. 

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. ø12 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-
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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-
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 

SEC. 226. ø12 U.S.C. 1715q¿ 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 

SEC. 227. ø12 U.S.C. 1715r¿ (a) REQUIREMENT.—Except as pro-
vided in subsection (b) and notwithstanding any other provision of 
this Act, no mortgage covering new or rehabilitated multifamily 
housing or a property or project described in title XI shall be in-
sured under this Act unless the mortgagor has agreed (A) to cer-
tify, 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 
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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 
misrepresentation on the part of the mortgagor. 

(b) EXEMPTION FOR CERTAIN PROJECTS ASSISTED WITH LOW-IN-
COME HOUSING TAX CREDIT.—In the case of any mortgage insured 
under any provision of this title that is executed in connection with 
the construction, rehabilitation, purchase, or refinancing of a multi-
family housing project for which equity provided through any low- 
income housing tax credit pursuant to section 42 of the Internal 
Revenue Code of 1986 (26 U.S.C. 42), if the Secretary determines 
at the time of issuance of the firm commitment for insurance that 
the ratio of the loan proceeds to the actual cost of the project is less 
than 80 percent, subsection (a) of this section shall not apply. 

(c) DEFINITIONS.—For purposes of this section, the following 
definitions shall apply: 

(1) 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; 

(2) 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 

(3) 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 construc-
tion, including amounts paid for labor, materials, construction con-
tracts, off-site public utilities, streets, organizational and legal ex-
penses, such allocations of general overhead items as are accept-
able to the Secretary, and other items of expense approved by the 
Secretary, plus (I) a reasonable allowance for builder’s profit if the 
mortgagor is also the builder as defined by the Secretary, and (II) 
an amount equal to the Secretary’s estimate of the fair market 
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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 improvements), but excluding the amount of any kick-
backs, rebates, or trade discounts received in connection with the 
construction of the improvements, or (ii) in case the mortgage is to 
assist the financing of repair or rehabilitation, the term means the 
actual cost to the mortgagor of such repair or rehabilitation, includ-
ing the amounts paid for labor, materials, construction contracts, 
off-site public utilities, 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 (I) a reasonable allowance for builder’s profit if the mortgagor 
is also the builder as defined by the Secretary, and (II) an addi-
tional 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 pur-
chase price of such land and improvements prior to such repair or 
rehabilitation, 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 
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70 So in law. Probably intended to insert ‘‘is’’ here. 
71 So in law. Probably intended to insert ‘‘is’’ here. 

(B) of the said clause (ii), and amounts paid by the mortgagor 
under a general construction contract. 
SEC. 228. ø12 U.S.C. 1715s¿ TREATMENT OF MORTGAGES COVERING TAX 

CREDIT PROJECTS. 
(a) DEFINITION.—For purposes of this section, the term ‘‘in-

sured mortgage covering a tax credit project’’ means a mortgage in-
sured under any provision of this title that is executed in connec-
tion with the construction, rehabilitation, purchase, or refinancing 
of a multifamily housing project for which equity 70 provided 
through any low-income housing tax credit pursuant to section 42 
of the Internal Revenue Code of 1986 (26 U.S.C. 42). 

(b) ACCEPTANCE OF LETTERS OF CREDIT.—In the case of an in-
sured mortgage covering a tax credit project, the Secretary may not 
require the escrowing of equity provided by the sale of any low-in-
come housing tax credits for the project pursuant to section 42 of 
the Internal Revenue Code of 1986, or any other form of security, 
such as a letter of credit. 

(c) ASSET MANAGEMENT REQUIREMENTS.—In the case of an in-
sured mortgage covering a tax credit project for which project the 
applicable tax credit allocating agency is causing to be performed 
periodic inspections in compliance with the requirements of section 
42 of the Internal Revenue Code of 1986, such project shall be ex-
empt from requirements imposed by the Secretary regarding peri-
odic inspections of the property by the mortgagee. To the extent 
that other compliance monitoring is being performed with respect 
to such a project by such an allocating agency pursuant to such sec-
tion 42, the Secretary shall, to the extent that the Secretary deter-
mines such monitoring is sufficient to ensure compliance with any 
requirements established by the Secretary, accept such agency’s 
evidence of compliance for purposes of determining compliance with 
the Secretary’s requirements. 

(d) STREAMLINED PROCESSING PILOT PROGRAM.— 
(1) IN GENERAL.—The Secretary shall establish a pilot pro-

gram to demonstrate the effectiveness of streamlining the re-
view process, which shall include all applications for mortgage 
insurance under any provision of this title for mortgages exe-
cuted in connection with the construction, rehabilitation, pur-
chase, or refinancing of a multifamily housing project for which 
equity 71 provided through any low-income housing tax credit 
pursuant to section 42 of the Internal Revenue Code of 1986. 
The Secretary shall issue instructions for implementing the 
pilot program under this subsection not later than the expira-
tion of the 180-day period beginning upon the date of the en-
actment of the Housing Tax Credit Coordination Act of 2008. 

(2) REQUIREMENTS.—Such pilot program shall provide 
for— 

(A) the Secretary to appoint designated underwriters, 
who shall be responsible for reviewing such mortgage in-
surance applications and making determinations regarding 
the eligibility of such applications for such mortgage insur-
ance in lieu of the processing functions regarding such ap-
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72 So in law. 
73 Section 407(b) of The Balanced Budget Downpayment Act, I, Pub. L. 104–99, approved Jan-

uary 26, 1996, amended this section to read as shown. Section 407(c) of such Act (12 U.S.C. 
1710 note) provides as follows: 

‘‘(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. 

74 Indented so in law. 
75 So in law. Probably should be a comma here. 
76 The amendment made by section 203(d)(1)(B) of division A of Public Law 111–22 amends 

subsection (a) by striking ‘‘loss’’ and inserting ‘‘loan’’. The term ‘‘loss’’ appeared twice and such 
amendment did not specify to which occurrence of the word to be carried out; however, it was 
executed to the second place the word ‘‘loss’‘ appears in order to reflect the probable intent of 
Congress. 

plications that are otherwise performed by other employ-
ees of the Department of Housing and Urban Develop-
ment; 

(B) submission of applications for such mortgage in-
surance by mortgagees who have previously been expressly 
approved by the Secretary; and 

(C) determinations regarding the eligibility of such ap-
plications for such mortgage insurance to be made by the 
chief underwriter pursuant to requirements prescribed by 
the Secretary, which shall include requiring submission of 
reports regarding applications of proposed mortgagees by 
third-party entities expressly approved by the chief under-
writer. 

VOLUNTARY TERMINATION OF INSURANCE 

SEC. 229. ø12 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,, 72 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 
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. 73 ø12 U.S.C. 1715u¿ 
(a) 74 Upon default or imminent default, as defined by the Sec-

retary 75 of any mortgage insured under this title, mortgagees shall 
engage in loss mitigation actions for the purpose of providing an al-
ternative to foreclosure (including but not limited to actions such 
as special forbearance, loan 76 modification, preforeclosure sale, 
support for borrower housing counseling, subordinate lien resolu-
tion, borrower incentives, 77 and deeds in lieu of foreclosure, as re-
quired, but not including assignment of mortgages to the Secretary 
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77 Executed to the probable intent of Congress. Section 203(d)(1)(C) of division A of Public Law 
111–22 amends subsection (a) by inserting ‘‘preforeclosure sale, support for borrower housing 
counseling, subordinate lien resolution, borrower incentives,’’ after ‘‘loan modification,’’. See pre-
vious footnote. 

under section 204(a)(1)(A)) or section 230(c) 78, as provided in regu-
lations by the Secretary. 

(b) PAYMENT OF PARTIAL CLAIM.— 
(1) ESTABLISHMENT OF PROGRAM.—The Secretary may es-

tablish a program for payment of a partial claim to a mort-
gagee that agrees to apply the claim amount to payment of a 
mortgage on a 1- to 4-family residence that is in default or 
faces imminent default, as defined by the Secretary. 

(2) PAYMENTS AND EXCEPTIONS.—Any payment of a partial 
claim under the program established in paragraph (1) to a 
mortgagee shall be made in the sole discretion of the Secretary 
and on terms and conditions acceptable to the Secretary, ex-
cept that— 

(A) the amount of the payment shall be in an amount 
determined by the Secretary, not to exceed an amount 
equivalent to 30 percent of the unpaid principal balance of 
the mortgage and any costs that are approved by the Sec-
retary; 

(B) the amount of the partial claim payment shall first 
be applied to any arrearage on the mortgage, and may also 
be applied to achieve principal reduction; 

(C) the mortgagor shall agree to repay the amount of 
the insurance claim to the Secretary upon terms and con-
ditions acceptable to the Secretary; 

(D) the Secretary may permit compensation to the 
mortgagee for lost income on monthly payments, due to a 
reduction in the interest rate charged on the mortgage; 

(E) expenses related to the partial claim or modifica-
tion may not be charged to the borrower; 

(F) loans may be modified to extend the term of the 
mortgage to a maximum of 40 years from the date of the 
modification; and 

(G) the Secretary may permit incentive payments to 
the mortgagee, on the borrower’s behalf, based on success-
ful performance of a modified mortgage, which shall be 
used to reduce the amount of principal indebtedness. 
(3) PAYMENTS IN CONNECTION WITH CERTAIN ACTIVITIES.— 

The Secretary may pay the mortgagee, from the appropriate 
insurance fund, in connection with any activities that the mort-
gagee is required to undertake concerning repayment by the 
mortgagor of the amount owed to the Secretary. 
(c)(1) ASSIGNMENT.— 

(A) 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. 

(B) PROGRAM REQUIREMENTS.—The Secretary may accept 
assignment of a mortgage under this paragraph only if— 

(i) the mortgage was in default or facing imminent de-
fault, as defined by the Secretary; 
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78 So in law. The reference to ‘‘section 230(c)’’ probably should be to ‘‘subsection (c)’’. See 
amendment made by section 203(d)(1)(E) of division A of Public Law 111–22. 

79 Section 203(d)(3)(D) of division A of Public Law 111–22 amends subparagraph (C) by strik-

(ii) the mortgagee has modified the mortgage to cure 
the default and provide for mortgage payments within the 
reasonable ability of the mortgagor to pay, at interest 
rates not exceeding current market interest rates; and 

(iii) 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. 
(C) PAYMENT OF INSURANCE BENEFITS.—Upon accepting as-

signment of a mortgage under a program established under 
this subsection 79, 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. 

(2) 80 ASSIGNMENT AND LOAN MODIFICATION.— 
(A) AUTHORITY.—The Secretary may encourage loan 

modifications for eligible delinquent mortgages or mort-
gages facing imminent default, as defined by the Sec-
retary, through the payment of insurance benefits and as-
signment of the mortgage to the Secretary and the subse-
quent modification of the terms of the mortgage according 
to a loan modification approved by the mortgagee. 

(B) PAYMENT OF BENEFITS AND ASSIGNMENT.—In car-
rying out this paragraph, the Secretary may pay insurance 
benefits for a mortgage, in the amount determined in ac-
cordance with section 204(a)(5), without reduction for any 
amounts modified, but only upon the assignment, transfer, 
and delivery to the Secretary of all rights, interest, claims, 
evidence, and records with respect to the mortgage speci-
fied in clauses (i) through (iv) of section 204(a)(1)(A). 

(C) DISPOSITION.—After modification of a mortgage 
pursuant to this paragraph, the Secretary may provide in-
surance under this title for the mortgage. The Secretary 
may subsequently— 

(i) re-assign the mortgage to the mortgagee under 
terms and conditions as are agreed to by the mort-
gagee and the Secretary; 

(ii) act as a Government National Mortgage Asso-
ciation issuer, or contract with an entity for such pur-
pose, in order to pool the mortgage into a Government 
National Mortgage Association security; or 

(iii) re-sell the mortgage in accordance with any 
program that has been established for purchase by the 
Federal Government of mortgages insured under this 
title, and the Secretary may coordinate standards for 
interest rate reductions available for loan modification 
with interest rates established for such purchase. 
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(D) LOAN SERVICING.—In carrying out this paragraph, 
the Secretary may require the existing servicer of a mort-
gage assigned to the Secretary to continue servicing the 
mortgage as an agent of the Secretary during the period 
that the Secretary acquires and holds the mortgage for the 
purpose of modifying the terms of the mortgage, provided 
that the Secretary compensates the existing servicer ap-
propriately, as such compensation is determined by the 
Secretary consistent, to the maximum extent possible, with 
section 203(b). If the mortgage is resold pursuant to sub-
paragraph (C)(iii), the Secretary may provide for the exist-
ing servicer to continue to service the mortgage or may en-
gage another entity to service the mortgage. 

(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. 

ø(e) øRepealed.¿ 
(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. ø12 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— 

ø(1) øRepealed.¿ 
(2)(A) 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), $35,978 per family 
unit without a bedroom, $40,220 per family unit with one bed-
room, $48,029 per family unit with two bedrooms, $57,798 per 
family unit with three bedrooms, and $67,950 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-
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cretion, increase the dollar amount limitations per family unit 
to not to exceed $40,876 per family unit without a bedroom, 
$46,859 per family unit with one bedroom, $56,979 per family 
unit with two bedrooms, $73,710 per family unit with three 
bedrooms, and $80,913 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; (B) the Secretary may, 
by regulation, increase any of the dollar limitations in subpara-
graph (A) (as such limitations may have been adjusted in ac-
cordance with section 206A of this Act) by not to exceed 170 
percent in any geographical area where the Secretary finds 
that cost levels so require and by not to exceed 170 percent, 
or 215 percent in high cost areas, 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 imple-
menting its special assistance functions under section 305 of 
this Act (as such section existed immediately before November 
30, 1983) is involved; (C) the Secretary may, by regulation, in-
crease any of the dollar limitations in subparagraph (A) (as 
such limitations may have been adjusted in accordance with 
section 206A of this Act) by not to exceed 20 per centum 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 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 min-
imum property standards and will be cost-effective over the life 
of the measure; 

(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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81 Section 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 98–181, ap-
proved 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 (12 U.S.C. 1713 note) 
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.’’. 

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 mort-
gagor 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) 81 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. 
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(e) The provisions of subsections (d), (e), (g), (h), (i), (j), (k), (l), 
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. ø12 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 min-
imum 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 med-
ical 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, man-
aging 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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82 So in law. 

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-
ments 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. 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 82 
(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 polit-
ical 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; 
(III) 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 
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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); 

(ii) 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), (i), (j), (k), (l), 
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 inter-
mediate care facility is proposed under this section. 

(i)(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. ø12 U.S.C. 1715x¿ (a)(1) In order to assist in low-
ering 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 mort-
gagee shall have no further rights, liabilities, or obligations with 
respect 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 

SEC. 234. ø12 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 (c) 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 
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83 June 30, 1961. 
84 The last two references in this sentence to section 203(h) were added by the Emergency 

Supplemental Appropriations Act of 1994, Pub. L. 103–211, 108 Stat. 12, approved February 12, 
1994. The undesignated paragraph (12 U.S.C. 1709 note) 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 Janu-
ary 1994 earthquake in Southern California: Provided, That the provisions under this heading 
shall be effective only for the 18-month period following the date of enactment of this Act. 

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 min-
imum 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, (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, 
and (3) the project has a blanket mortgage insured by the Sec-
retary under subsection (d). Any project proposed to be constructed 
or rehabilitated after the date of enactment of the Housing Act of 
1961 83 with the assistance of mortgage insurance under this Act, 
where the sale of family units is to be assisted with mortgage in-
surance under this subsection, shall be subject to such require-
ments as the Secretary may prescribe. To be eligible for insurance 
pursuant to this subsection, a mortgage shall (A) involve a prin-
cipal obligation in an amount not to exceed the maximum principal 
obligation of a mortgage which may be insured in the area pursu-
ant to section 203(b)(2) or pursuant to section 203(h) under the con-
ditions described in section 203(h) or pursuant to section 203(h) 
under the conditions described in section 203(h) 84, and (B) have a 
maturity satisfactory to the Secretary, but not to exceed, in any 
event, thirty-five years from the date of the beginning of amortiza-
tion of the mortgages. The mortgage 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 mort-
gagor 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 individual owners, the multifamily 
project and its occupants. For the purposes of this subsection, the 
Secretary is authorized in his discretion and under such terms and 
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85 Insurance is authorized by the Housing Act of 1964 for blanket mortgages to finance the 
construction or rehabilitation of multifamily projects to be sold as condominiums. 

86 Section 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 (12 
U.S.C. 1713 note) further provides as follows: 

‘‘(c) The amendments made in this section shall not apply with respect to mortgages insured 
by the Secretary of Housing and Urban Development before the date of the enactment of this 
Act.’’. 

conditions as he may prescribe to permit one-family units and in-
terests in common areas and facilities in multifamily projects cov-
ered 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) 85 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 (c) 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. 86 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— 

ø(1) øRepealed.¿ 
(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)(A) not to exceed, for such part of the project as may be 
attributable to dwelling use (excluding exterior land improve-
ments as defined by the Secretary), $42,048 per family unit 
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without a bedroom, $48,481 per family unit with one bedroom, 
$58,469 per family unit with two bedrooms, $74,840 per family 
unit with three bedrooms, and $83,375 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 $44,250 per family unit without a bedroom, $50,724 
per family unit with one bedroom, $61,680 per family unit with 
two bedrooms, $79,793 per family unit with three bedrooms, 
and $87,588 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; (B) the Secretary may, by regulation, 
increase any of the dollar limitations in subparagraph (A) (as 
such limitations may have been adjusted in accordance with 
section 206A of this Act) by not to exceed 170 percent in any 
geographical area where the Secretary finds that cost levels so 
require and by not to exceed 170 percent, or 215 percent in 
high cost areas, where the Secretary determines it necessary 
on a project-by-project basis, but in no case may any such in-
crease 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 as-
sistance functions under section 305 of this Act (as such sec-
tion existed immediately before November 30, 1983) is in-
volved; 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), (f), (g), (h), (j), and (k) of section 204 shall be applicable to 
the mortgages insured under subsection (c) of this section. 

(h) The provisions of subsections (d), (e), (g), (h), (i), (j), (k), (l), 
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. 
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(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. øNote.—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. øNote.—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.¿ ø øSection 237 repealed.¿ 

PAYMENT OF INSURANCE—SPECIAL RISK INSURANCE FUND 

SEC. 238. ø12 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(j)(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(j)(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), 
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(k), (l), and (n) of section 207 shall be applicable to mortgages in-
sured under section 235(j)(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 
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 
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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. 

MODIFICATIONS IN TERMS OF MORTGAGES COVERING MULTIFAMILY 
PROJECTS 

SEC. 239. ø12 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. 
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PURCHASE OF FEE SIMPLE TITLE FROM LESSORS 

SEC. 240. ø12 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; 

(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. ø12 U.S.C. 1715z–6¿ (a) With respect to a multi-
family project, hospital, or group practice facility covered by a 
mortgage 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 com-
mitments to insure, and to insure, supplemental loans (including 
advances during construction or improvement) made by financial 
institutions approved by the Secretary. As used in this section, 
‘‘supplemental 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 
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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), (i), (j), (k), (l), 

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-
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 
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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 
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, 
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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. 

ø(f) øRepealed.¿ 
(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. 

MORTGAGE INSURANCE FOR HOSPITALS 

SEC. 242. ø12 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, unless the facility is a critical ac-
cess hospital (as that term is defined in section 
1861(mm)(1) of the Social Security Act (42 U.S.C. 
1395x(mm)(1))); and 

(C) which is a public facility, proprietary facility, or fa-
cility of a private nonprofit corporation or association, li-
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87 Indented so in law. 
88 Indented so in law. 

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) 87 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-
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) 88 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) 88 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. 
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(4) 88(A) The Secretary shall require satisfactory evidence that 
the hospital will be located in a State or political subdivision of a 
State with reasonable minimum standards of licensure and meth-
ods of operation for hospitals and satisfactory assurance that such 
standards will be applied and enforced with respect to the hospital. 

(B) The Secretary shall establish the means for determining 
need and feasibility for the hospital, if the State does not have an 
official procedure for determining need for hospitals. If the State 
has an official procedure for determining need for hospitals, the 
Secretary shall require that such procedure be followed before the 
application for insurance is submitted, and the application shall 
document that need has also been established under that proce-
dure. 

(5) 88 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. 
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89 Indented so in law. 

(6) 89 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 
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), (i), (j), (k), (l), 
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. 

(i) TERMINATION OF EXEMPTION FOR CRITICAL ACCESS HOS-
PITALS.— 

(1) IN GENERAL.—The exemption for critical access hos-
pitals under subsection (b)(1)(B) shall have no effect after July 
31, 2016. 

(2) REPORT TO CONGRESS.—Not later than 3 years after 
July 31, 2003, the Secretary shall submit a report to Congress 
detailing the effects of the exemption of critical access hospitals 
from the provisions of subsection (b)(1)(B) on— 

(A) the provision of mortgage insurance to hospitals 
under this section; and 

(B) the General Insurance Fund established under sec-
tion 519. 
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HOMEOWNERSHIP FOR MIDDLE-INCOME FAMILIES 

SEC. 243. ø12 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 
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; 
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(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 
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. 

(j)(1) The Secretary is authorized upon application by the mort-
gagee, to insure a mortgage executed by a mortgagor who meets 
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90 So in law. Probably should be designated as subparagraph (A). 
91 So in law. Probably should be designated as subparagraph (B). 
92 So in law. Probably should be designated as subparagraph (C). 

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) 90 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 
with respect to such family unit and the unit shall have had 
no previous occupant other than the mortgagor; 

(ii) 91 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 

(iii) 92 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. ø12 U.S.C. 1715z–9¿ (a) In addition to providing in-
surance as otherwise authorized under this Act, and not with-
standing any other provision of this Act inconsistent with this sec-
tion, the Secretary, upon request of any mortgagee and for such 
mortgage insurance premium as he may prescribe (which premium, 
or other charges to be paid by the mortgagor, shall not exceed the 
premium, 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 
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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-
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. 

ø(c) øRepealed.¿ 
ø(d) øRepealed.¿ 
(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 applica-
ble. 

(2) The Secretary may make loans, from the applicable insur-
ance fund, to public housing agencies in connection with mortgages 
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93 So in law. There is no subsection (g). 
94 So in law. 

which have been insured pursuant to this subsection and which are 
in default. 

(3) 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. 

(h) 93 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. 
(i) 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) 94 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-
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95 Section 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, Finance 
and Urban Affairs of the House of Representatives shall be treated as referring to the Com-
mittee on Banking and Financial Services of the House of Representatives’’. However, H. Res. 
5, 107th Congress, agreed to on January 3, 2001, abolished the Committee on Banking and Fi-
nancial Services and established the Committee on Financial Services, which has jurisdiction 
over many of the areas previously under the jurisdiction of the Committee on Banking and Fi-
nancial Services. 

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 Representatives 95 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. 

ø245. øRepealed.¿ 

SALE OF ACQUIRED PROPERTY TO COOPERATIVES 

SEC. 246. ø12 U.S.C. 1715z–11¿ 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. ø12 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 Mutual Mortgage Insurance Fund. 
The mortgagee shall be eligible to receive the benefits of insurance 
as provided in section 204 with respect to mortgages insured pur-
suant to this section, except that all references in section 204 to 
section 203 shall be construed to refer to the section under which 
the mortgage is insured. 

(d) For purposes of this section: 
(1) NATIVE HAWAIIAN.—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 is awarded an inter-
est in a lease of Hawaiian home lands through transfer or suc-
cession, such lower percentage as may be established for such 
transfer or succession under section 208 or 209 of the Hawai-
ian Homes Commission Act of 1920 (42 Stat. 111), or under the 
corresponding provision of the Constitution of the State of Ha-
waii adopted under section 4 of the Act entitled ‘‘An Act to pro-
vide for the admission of the State of Hawaii into the Union’’, 
approved March 18, 1959 (73 Stat. 5). 

(2) HAWAIIAN HOME LANDS.—The term ‘‘Hawaiian home 
lands’’ means all lands given the status of Hawaiian home 
lands under section 204 of the Hawaiian Homes Commission 
Act of 1920 (42 Stat. 110), or under the corresponding provi-
sion 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 
18, 1959 (73 Stat. 5). 
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(e) CERTIFICATION OF ELIGIBILITY FOR EXISTING LESSEES.—Pos-
session of a lease of Hawaiian home lands issued under section 
207(a) of the Hawaiian Homes Commission Act of 1920 (42 Stat. 
110), shall be sufficient to certify eligibility to receive a mortgage 
under this section. 

SINGLE FAMILY MORTGAGE INSURANCE ON INDIAN RESERVATIONS 

SEC. 248. ø12 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. 
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(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 
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 Mutual Mortgage Insurance Fund. 
The mortgagee shall be eligible to receive the benefits of insurance 
as provided in section 204 with respect to mortgages insured pur-
suant to this section, except that all references in section 204 to 
section 203 shall be construed to refer to the section under which 
the mortgage is insured. 

(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 mort-
gagee. For purposes of this paragraph, the Secretary may provide 
appropriate financial incentives to reinstate the loan commensu-
rate 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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96 The date of enactment was December 21, 2000. 

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. 

(i) 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. 

RISK-SHARING DEMONSTRATION 

SEC. 249. ø12 U.S.C. 1715z–14¿ (a) The purpose of this section 
is to authorize a demonstration mortgage risk-sharing program de-
signed to test the feasibility of entering into risk-sharing contracts 
with private mortgage insurers and with insured community devel-
opment financial institutions 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 four 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 the expiration of the 5-year pe-
riod beginning on the date of the enactment of the Community Re-
newal Tax Relief Act of 2000. 96 The aggregate number of mort-
gages insured under this section in any administrative region of 
the Department of Housing and Urban Development in any fiscal 
year may not exceed 20 percent of the aggregate number of mort-
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gages and loans insured by the Secretary under this title in such 
region during the preceding fiscal year. 97 

(b) Notwithstanding any other provision of this Act incon-
sistent with this section, the Secretary is authorized, in providing 
mortgage insurance with respect to one- to four-family dwellings 
under sections 203(b), 234, and 245, to enter into risk-sharing con-
tracts with private mortgage insurance companies which have been 
determined to be qualified insurers under section 302(b)(2)(C) and 
with insured community development financial institutions. Such 
contracts shall require private mortgage insurance companies and 
insured community development financial institutions to— 

(1) assume a secondary 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 risk-sharing contract, with the first percentage of 
loss to be borne by the Secretary; 

(2) perform or delegate underwriting, credit approval, ap-
praisal, inspection, commitment, claims processing, property 
disposition, or other functions as the Secretary shall approve 
as consistent with the purposes of this section and shall set 
forth in the risk-sharing contract. 
(c) Any contract for risk-sharing under this section shall con-

tain such provisions relating to the sharing of premiums received 
by the Secretary with a private mortgage insurer or insured com-
munity development financial institution on a sound actuarial 
basis, establishment of loss reserves, manner of calculating claims 
on such risk-sharing contract, conditions with respect to fore-
closure, handling and disposition of property prior to claim or set-
tlement, rights 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 or 
insured community development financial institution shall endorse 
loans for risk-sharing and take such other actions on behalf of the 
Secretary and in the Secretary’s name as the Secretary may au-
thorize. 

(d) The Secretary shall require any private mortgage insurance 
company or insured community development financial institution 
participating in the program under this section to provide risk- 
sharing for those mortgages offered by the Secretary for inclusion 
in the program. 

(e) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITU-
TION.—For purposes of this section, the term ‘‘insured community 
development financial institution’’ means a community develop-
ment financial institution, as such term is defined in section 103 
of Reigle Community Development and Regulatory Improvement 
Act of 1994 (12 U.S.C. 4702) that is an insured depository institu-
tion (as such term is defined in section 3 of the Federal Deposit In-
surance Act (12 U.S.C. 1813)) or an insured credit union (as such 
term is defined in section 101 of the Federal Credit Union Act (12 
U.S.C. 1752)). 
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LIMITATION ON PREPAYAMENT OF MORTGAGES ON MULTIFAMILY 
RENTAL HOUSING 

SEC. 250. ø12 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 
(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. ø12 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 require that the mortgagee make avail-
able to the mortgagor, at the time of loan application, a written ex-
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planation of the features of an adjustable rate mortgage consistent 
with the disclosure requirements applicable to variable rate mort-
gages secured by a principal dwelling under the Truth in Lending 
Act. 

(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. 

(d)(1) The Secretary may insure under this subsection a mort-
gage that meets the requirements of subsection (a), except that the 
effective rate of interest— 

(A) shall be fixed for a period of not less than the first 3 
years of the mortgage term; 

(B) shall be adjusted by the mortgagee initially upon the 
expiration of such period and annually thereafter; and 

(C) in the case of the initial interest rate adjustment, is 
subject to the 1 percent limitation only if the interest rate re-
mained fixed for 3 or fewer years. 
(2) The disclosure required under subsection (b) shall be re-

quired for a mortgage insured under this subsection. 

SHARED APPRECIATION MORTGAGES FOR SINGLE FAMILY HOUSING 

SEC. 252. ø12 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; 

(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 
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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. 

SHARED APPRECIATION MORTGAGES FOR MULTIFAMILY HOUSING 

SEC. 253. ø12 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 
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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. ø12 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 
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97 Section 143(3)(C)(i) of the Community Renewal Tax Relief Act of 2000 (H.R. 5662, 106th 
Congress, as introduced in the House of Representatives, enacted by section 1(a)(7) of the Con-
solidated Appropriations Act, 2001, Pub. L. 106–554) provides that this sentence is amended by 
striking ‘‘insured’’ and inserting ‘‘for which risk of nonpayment is shared’’. The amendement did 
not specify which occurrence of ‘‘insured’’ to strike and could not be executed. 

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 

SEC. 255. ø12 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 ‘‘mortgagee’’, ‘‘mortgagor’’, ‘‘real estate,’’ 98 
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) 
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. 

(4) MORTGAGE.—The term ‘‘mortgage’’ means a first mort-
gage or first lien on real estate, in fee simple, a first or subor-
dinate mortgage or lien on all stock allocated to a dwelling unit 
in a residential cooperative housing corporation, or a first 
mortgage or first lien on a leasehold— 

(A) under a lease for not less than 99 years that is re-
newable; or 

(B) under a lease that has a term that ends no earlier 
than the minimum number of years, as specified by the 
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Secretary, beyond the actuarial life expectancy of the mort-
gagor or comortgagor, whichever is the later date. 
(5) FIRST MORTGAGE.—The term ‘‘first mortgage’’ means 

such classes of first liens as are commonly given to secure ad-
vances on, or the unpaid purchase price of, real estate or a first 
or subordinate lien on all stock allocated to a dwelling unit in 
a residential cooperative housing corporation, under the laws 
of the State in which the real estate or dwelling unit is located, 
together with the credit instruments, if any, secured thereby. 
(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-
ket. 
(d) ELIGIBILITY REQUIREMENTS.—To be eligible for insurance 

under this section, a mortgage shall— 
(1) have been originated by a mortgagee approved by the 

Secretary; 
(2) have been executed by a mortgagor who— 

(A) qualifies as an elderly homeowner; 
(B) has received adequate counseling, as provided in 

subsection (f), by an independent third party that is not, 
either directly or indirectly, associated with or com-
pensated by a party involved in— 

(i) originating or servicing the mortgage; 
(ii) funding the loan underlying the mortgage; or 
(iii) the sale of annuities, investments, long-term 

care insurance, or any other type of financial or insur-
ance product; 
(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-
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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-
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 
(i)(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 mort-

gagor; 
(E) on a monthly basis over the tenure of the mort-

gagor 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 mort-
gagor 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); 
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(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 
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 in-
clude— 

(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) COUNSELING SERVICES AND INFORMATION FOR MORTGA-

GORS.—The Secretary shall provide or cause to be provided ade-
quate counseling for the mortgagor, as described in subsection 
(d)(2)(B). Such counseling shall be provided by counselors that meet 
qualification standards and follow uniform counseling protocols. 
The qualification standards and counseling protocols shall be estab-
lished by the Secretary within 12 months of the date of enactment 
of the Building American Homeownership Act of 2008. The proto-
cols shall require a qualified counselor to discuss with each mort-
gagor information which 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, deferred payment loans, and property tax deferral; 

(3) the financial implications of entering into a home eq-
uity conversion mortgage; 

(4) a disclosure that a home equity conversion mortgage 
may have tax consequences, affect eligibility for assistance 
under Federal and State programs, and have an impact on the 
estate and heirs of the homeowner; and 

(5) any other information that the Secretary may require. 
The Secretary shall consult with consumer groups, industry rep-
resentatives, representatives of counseling organizations, and other 
interested parties to identify alternative approaches to providing 
consumer information required by this subsection that may be fea-
sible and desirable for home equity conversion mortgages insured 
under this section and other types of reverse mortgages. The Sec-
retary may, in lieu of providing the consumer education required 
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by this subsection, adopt alternative approaches to consumer edu-
cation that may be developed as a result of such consultations, but 
only if the alternative approaches provide all of the information 
specified in this subsection. 

(g) LIMITATION ON INSURANCE AUTHORITY.—The aggregate 
number of mortgages insured under this section may not exceed 
275,000. In no case may the benefits of insurance under this sec-
tion exceed the maximum dollar amount limitation established 
under section 305(a)(2) of the Federal Home Loan Mortgage Cor-
poration Act for a 1-family residence. 

(h) ADMINISTRATIVE AUTHORITY.—The Secretary may— 
(1) enter into such contracts and agreements with Federal, 

State, and local agencies, public and private entities, and such 
other persons as the Secretary determines to be necessary or 
desirable to carry out the purposes of this section; 

(2) make such investigations and studies of data, and pub-
lish and distribute such reports, as the Secretary determines 
to be appropriate; and 

(3) establish, by notice or mortgagee letter, any additional 
or alternative requirements that the Secretary, in the Sec-
retary’s discretion, determines are necessary to improve the fis-
cal safety and soundness of the program authorized by this sec-
tion, which requirements shall take effect upon issuance. 
(i) PROTECTION OF HOMEOWNER AND LENDER.— 

(1) Notwithstanding any other provision of law, and in 
order to further the purposes of the program authorized in this 
section, the Secretary shall take any action necessary— 

(A) to provide any mortgagor under this section with 
funds to which the mortgagor is entitled under the insured 
mortgage or ancillary contracts but that the mortgagor has 
not received because of the default of the party responsible 
for payment; 

(B) to obtain repayment of disbursements provided 
under subparagraph (A) from any source; and 

(C) to provide any mortgagee under this section with 
funds not to exceed the limitations in subsection (g) to 
which the mortgagee is entitled under the terms of the in-
sured mortgage or ancillary contracts authorized in this 
section. 
(2) Actions under paragraph (1) may include— 

(A) disbursing funds to the mortgagor or mortgagee 
from the Mutual Mortgage Insurance Fund; 

(B) accepting an assignment of the insured mortgage 
notwithstanding that the mortgagor is not in default under 
its terms, and calculating the amount and making the pay-
ment of the insurance claim on such assigned mortgage; 

(C) requiring a subordinate mortgage from the mort-
gagor at any time in order to secure repayments of any 
funds advanced or to be advanced to the mortgagor; 

(D) requiring a subrogation to the Secretary of the 
rights of any parties to the transaction against any de-
faulting parties; and 

(E) imposing premium charges. 
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(j) SAFEGUARD TO PREVENT DISPLACEMENT OF HOMEOWNER.— 
The Secretary may not insure a home equity conversion mortgage 
under this section unless such mortgage provides that the home-
owner’s obligation to satisfy the loan obligation is deferred until the 
homeowner’s death, the sale of the home, or the occurrence of other 
events specified in regulations of the Secretary. For purposes of 
this subsection, the term ‘‘homeowner’’ includes the spouse of a 
homeowner. Section 137(b) of the Truth in Lending Act (15 U.S.C. 
1647(b)) and any implementing regulations issued by the Board of 
Governors of the Federal Reserve System shall not apply to a mort-
gage insured under this section. 

(k) INSURANCE AUTHORITY FOR REFINANCINGS.— 
(1) IN GENERAL.—The Secretary may, upon application by 

a mortgagee, insure under this subsection any mortgage given 
to refinance an existing home equity conversion mortgage in-
sured under this section. 

(2) ANTI-CHURNING DISCLOSURE.—The Secretary shall, by 
regulation, require that the mortgagee of a mortgage insured 
under this subsection, provide to the mortgagor, within an ap-
propriate time period and in a manner established in such reg-
ulations, a good faith estimate of: (A) the total cost of the refi-
nancing; and (B) the increase in the mortgagor’s principal limit 
as measured by the estimated initial principal limit on the 
mortgage to be insured under this subsection less the current 
principal limit on the home equity conversion mortgage that is 
being refinanced and insured under this subsection. 

(3) WAIVER OF COUNSELING REQUIREMENT.—The mortgagor 
under a mortgage insured under this subsection may waive the 
applicability, with respect to such mortgage, of the require-
ments under subsection (d)(2)(B) (relating to third party coun-
seling), but only if— 

(A) the mortgagor has received the disclosure required 
under paragraph (2); 

(B) the increase in the principal limit described in 
paragraph (2) exceeds the amount of the total cost of refi-
nancing (as described in such paragraph) by an amount to 
be determined by the Secretary; and 

(C) the time between the closing of the original home 
equity conversion mortgage that is refinanced through the 
mortgage insured under this subsection and the applica-
tion for a refinancing mortgage insured under this sub-
section does not exceed 5 years. 
(4) CREDIT FOR PREMIUMS PAID.—Notwithstanding section 

203(c)(2)(A), the Secretary may reduce the amount of the single 
premium payment otherwise collected under such section at 
the time of the insurance of a mortgage refinanced and insured 
under this subsection. The amount of the single premium for 
mortgages refinanced under this subsection shall be deter-
mined by the Secretary based on the actuarial study required 
under paragraph (5). 

(5) ACTUARIAL STUDY.—Not later than 180 days after the 
date of the enactment of the American Homeownership and 
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99 The date of enactment was December 27, 2000. 

Economic Opportunity Act of 2000, 99 the Secretary shall con-
duct an actuarial analysis to determine the adequacy of the in-
surance premiums collected under the program under this sub-
section with respect to— 

(A) a reduction in the single premium payment col-
lected at the time of the insurance of a mortgage refi-
nanced and insured under this subsection; 

(B) the establishment of a single national limit on the 
benefits of insurance under subsection (g) (relating to limi-
tation on insurance authority); and 

(C) the combined effect of reduced insurance premiums 
and a single national limitation on insurance authority. 
(6) FEES.—The Secretary may establish a limit on the 

origination fee that may be charged to a mortgagor under a 
mortgage insured under this subsection, except that such limi-
tation shall provide that the origination fee may be fully fi-
nanced with the mortgage and shall include any fees paid to 
correspondent mortgagees approved by the Secretary. 
(l) FUNDING FOR COUNSELING.—The Secretary may use a por-

tion of the mortgage insurance premiums collected under the pro-
gram under this section to adequately fund the counseling and dis-
closure activities required under subsection (f), including coun-
seling for those homeowners who elect not to take out a home eq-
uity conversion mortgage, provided that the use of such funds is 
based upon accepted actuarial principles. 

(m) AUTHORITY TO INSURE HOME PURCHASE MORTGAGE.— 
(1) IN GENERAL.—Notwithstanding any other provision of 

this section, the Secretary may insure, upon application by a 
mortgagee, a home equity conversion mortgage upon such 
terms and conditions as the Secretary may prescribe, when the 
home equity conversion mortgage will be used to purchase a 1- 
to 4-family dwelling unit, one unit of which the mortgagor will 
occupy as a primary residence, and to provide for any future 
payments to the mortgagor, based on available equity, as au-
thorized under subsection (d)(9). 

(2) LIMITATION ON PRINCIPAL OBLIGATION.—A home equity 
conversion mortgage insured pursuant to paragraph (1) shall 
involve a principal obligation that does not exceed the dollar 
amount limitation determined under section 305(a)(2) of the 
Federal Home Loan Mortgage Corporation Act for a 1-family 
residence. 
(n) REQUIREMENTS ON MORTGAGE ORIGINATORS.— 

(1) IN GENERAL.—The mortgagee and any other party that 
participates in the origination of a mortgage to be insured 
under this section shall— 

(A) not participate in, be associated with, or employ 
any party that participates in or is associated with any 
other financial or insurance activity; or 

(B) demonstrate to the Secretary that the mortgagee 
or other party maintains, or will maintain, firewalls and 
other safeguards designed to ensure that— 
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100 So in law. There is no subsection (q) in section 255. 

(i) individuals participating in the origination of 
the mortgage shall have no involvement with, or in-
centive to provide the mortgagor with, any other fi-
nancial or insurance product; and 

(ii) the mortgagor shall not be required, directly or 
indirectly, as a condition of obtaining a mortgage 
under this section, to purchase any other financial or 
insurance product. 

(2) APPROVAL OF OTHER PARTIES.—All parties that partici-
pate in the origination of a mortgage to be insured under this 
section shall be approved by the Secretary. 
(o) PROHIBITION AGAINST REQUIREMENTS TO PURCHASE ADDI-

TIONAL PRODUCTS.—The mortgagor or any other party shall not be 
required by the mortgagee or any other party to purchase an insur-
ance, annuity, or other similar product as a requirement or condi-
tion of eligibility for insurance under subsection (c), except for title 
insurance, hazard, flood, or other peril insurance, or other such 
products that are customary and normal under subsection (c), as 
determined by the Secretary. 

(p) STUDY TO DETERMINE CONSUMER PROTECTIONS AND UNDER-
WRITING STANDARDS.—The Secretary shall conduct a study to ex-
amine and determine appropriate consumer protections and under-
writing standards to ensure that the purchase of products referred 
to in subsection (o) is appropriate for the consumer. In conducting 
such study, the Secretary shall consult with consumer advocates 
(including recognized experts in consumer protection), industry rep-
resentatives, representatives of counseling organizations, and other 
interested parties. 

(r) 100 LIMITATION ON ORIGINATION FEES.—The Secretary shall 
establish limits on the origination fee that may be charged to a 
mortgagor under a mortgage insured under this section, which lim-
itations shall— 

(1) be equal to 2.0 percent of the maximum claim amount 
of the mortgage, up to a maximum claim amount of $200,000 
plus 1 percent of any portion of the maximum claim amount 
that is greater than $200,000, unless adjusted thereafter on 
the basis of an analysis of— 

(A) the costs to mortgagors; and 
(B) the impact on the reverse mortgage market; 

(2) be subject to a minimum allowable amount; 
(3) provide that the origination fee may be fully financed 

with the mortgage; 
(4) include any fees paid to correspondent mortgagees ap-

proved by the Secretary; 
(5) have the same effective date as subsection (m)(2) re-

garding the limitation on principal obligation; and 
(6) be subject to a maximum origination fee of $6,000, ex-

cept that such maximum limit shall be adjusted in accordance 
with the annual percentage increase in the Consumer Price 
Index of the Bureau of Labor Statistics of the Department of 
Labor in increments of $500 only when the percentage increase 
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in such index, when applied to the maximum origination fee, 
produces dollar increases that exceed $500. 

DELEGATION OF INSURING AUTHORITY TO DIRECT ENDORSEMENT 
MORTGAGEES 

SEC. 256. ø12 U.S.C. 1715z–21¿ (a) AUTHORITY.—The Sec-
retary may delegate, to one or more mortgagees approved by the 
Secretary under the direct endorsement program, the authority of 
the Secretary under this Act to insure mortgages involving prop-
erty upon which there is located a dwelling designed principally for 
occupancy by 1 to 4 families. 

(b) CONSIDERATIONS.—In determining whether to delegate au-
thority to a mortgagee under this section, the Secretary shall con-
sider the experience and performance of the mortgagee compared 
to the default rate of all insured mortgages in comparable markets, 
and such other factors as the Secretary determines appropriate to 
minimize risk of loss to the insurance funds under this Act. 

(c) ENFORCEMENT OF INSURANCE REQUIREMENTS.— 
(1) IN GENERAL.—If the Secretary determines that a mort-

gage insured by a mortgagee pursuant to delegation of author-
ity under this section was not originated in accordance with 
the requirements established by the Secretary, and the Sec-
retary pays an insurance claim with respect to the mortgage 
within a reasonable period specified by the Secretary, the Sec-
retary may require the mortgagee approved under this section 
to indemnify the Secretary for the loss. 

(2) FRAUD OR MISREPRESENTATION.—If fraud or misrepre-
sentation was involved in connection with the origination, the 
Secretary may require the mortgagee approved under this sec-
tion to indemnify the Secretary for the loss regardless of when 
an insurance claim is paid. 
(d) TERMINATION OF MORTGAGEE’S AUTHORITY.—If a mortgagee 

to which the Secretary has made a delegation under this section 
violates the requirements and procedures established by the Sec-
retary or the Secretary determines that other good cause exists, the 
Secretary may cancel a delegation of authority under this section 
to the mortgagee by giving notice to the mortgagee. Such a can-
cellation shall be effective upon receipt of the notice by the mort-
gagee or at a later date specified by the Secretary. A decision by 
the Secretary to cancel a delegation shall be final and conclusive 
and shall not be subject to judicial review. 

(e) REQUIREMENTS AND PROCEDURES.—Before approving a dele-
gation under this section, the Secretary shall issue regulations es-
tablishing appropriate requirements and procedures, including re-
quirements and procedures governing the indemnification of the 
Secretary by the mortgagee. 
SEC. 257. ø12 U.S.C. 1715z–23¿ HOPE FOR HOMEOWNERS PROGRAM. 

(a) ESTABLISHMENT.—There is established in the Federal Hous-
ing Administration a HOPE for Homeowners Program. 

(b) PURPOSE.—The purpose of the HOPE for Homeowners Pro-
gram is— 

(1) to create an FHA program, participation in which is 
voluntary on the part of homeowners and existing loan holders 
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101 So in law. 

to insure refinanced loans for distressed borrowers to support 
long-term, sustainable homeownership; 

(2) to allow homeowners to avoid foreclosure by reducing 
the principle 101 balance outstanding, and interest rate 
charged, on their mortgages; 

(3) to help stabilize and provide confidence in mortgage 
markets by bringing transparency to the value of assets based 
on mortgage assets; 

(4) to target mortgage assistance under this section to 
homeowners for their principal residence; 

(5) to enhance the administrative capacity of the FHA to 
carry out its expanded role under the HOPE for Homeowners 
Program; 

(6) to ensure the HOPE for Homeowners Program remains 
in effect only for as long as is necessary to provide stability to 
the housing market; and 

(7) to provide servicers of delinquent mortgages with addi-
tional methods and approaches to avoid foreclosure. 
(c) ESTABLISHMENT AND IMPLEMENTATION OF PROGRAM RE-

QUIREMENTS.— 
(1) DUTIES OF THE SECRETARY.—In order to carry out the 

purposes of the HOPE for Homeowners Program, the Sec-
retary, after consultation with the Board, shall— 

(A) establish requirements and standards for the pro-
gram consistent with section 203(b) to the maximum ex-
tent possible; and 

(B) prescribe such regulations and provide such guid-
ance as may be necessary or appropriate to implement 
such requirements and standards. 
(2) DUTIES OF THE SECRETARY.—In carrying out any of the 

program requirements or standards established under para-
graph (1), the Secretary may issue such interim guidance and 
mortgagee letters as the Secretary determines necessary or ap-
propriate. 

(3) DUTIES OF BOARD.—The Board shall advise the Sec-
retary regarding the establishment and implementation of the 
HOPE for Homeowners Program. 
(d) INSURANCE OF MORTGAGES.—The Secretary is authorized 

upon application of a mortgagee to make commitments to insure or 
to insure any eligible mortgage that has been refinanced in a man-
ner meeting the requirements under subsection (e). 

(e) REQUIREMENTS OF INSURED MORTGAGES.—To be eligible for 
insurance under this section, a refinanced eligible mortgage shall 
comply with all of the following requirements: 

(1) BORROWER CERTIFICATION.— 
(A) NO INTENTIONAL DEFAULT OR FALSE INFORMA-

TION.—The mortgagor shall provide a certification to the 
Secretary that the mortgagor has not intentionally de-
faulted on the existing mortgage or mortgages or any other 
substantial debt within the last 5 years and has not know-
ingly, or willfully and with actual knowledge, furnished 
material information known to be false for the purpose of 
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102 Section 202(a)(3)(B) of division A of Public Law 111–22 amends subparagraph (A) by strik-
ing ‘‘, subject to standards established by the Board under subparagraph (B),’’. The amendment 
could not be executed because the text proposed to be struck does not appear as a result of a 
global amendment made by paragraph (2) of such section to strike ‘‘Board’’ and inserting ‘‘Sec-
retary’’ throughout section 257(e). 

obtaining the eligible mortgage to be insured and has not 
been convicted under Federal or State law for fraud during 
the 10-year period ending upon the insurance of the mort-
gage under this section. 

(B) LIABILITY FOR REPAYMENT.—The mortgagor shall 
agree in writing that the mortgagor shall be liable to repay 
to the Secretary any direct financial benefit achieved from 
the reduction of indebtedness on the existing mortgage or 
mortgages on the residence refinanced under this section 
derived from misrepresentations made by the mortgagor in 
the certifications and documentation required under this 
paragraph, subject to the discretion of the Secretary. 

(C) CURRENT BORROWER DEBT-TO-INCOME RATIO.—As 
of the date of application for a commitment to insure or in-
surance under this section, the mortgagor shall have had, 
or thereafter is likely to have, due to the terms of the 
mortgage being reset, a ratio of mortgage debt to income, 
taking into consideration all existing mortgages of that 
mortgagor at such time, greater than 31 percent (or such 
higher amount as the Secretary determines appropriate). 
(2) DETERMINATION OF PRINCIPAL OBLIGATION AMOUNT.— 

The principal obligation amount of the refinanced eligible 
mortgage to be insured shall— 

(A) be determined by the reasonable ability of the 
mortgagor to make his or her mortgage payments, as such 
ability is determined by the Secretary pursuant to section 
203(b)(4) or by any other underwriting standards estab-
lished by the Secretary; and 

(B) not exceed 90 percent of the appraised value of the 
property to which such mortgage relates (or such higher 
percentage as the Secretary determines, in the discretion 
of the Secretary). 
(3) REQUIRED WAIVER OF PREPAYMENT PENALTIES AND 

FEES.—All penalties for prepayment or refinancing of the eligi-
ble mortgage, and all fees and penalties related to default or 
delinquency on the eligible mortgage, shall be waived or for-
given. 

(4) EXTINGUISHMENT OF SUBORDINATE LIENS.— 
(A) REQUIRED AGREEMENT.—All holders of outstanding 

mortgage liens on the property to which the eligible mort-
gage relates shall agree to accept the proceeds of the in-
sured loan and any payments made under this paragraph, 
as payment in full of all indebtedness under the eligible 
mortgage, and all encumbrances related to such eligible 
mortgage shall be removed. The Secretary may take such 
actions, subject to standards established by the Secretary 
under subparagraph (B), 102 as may be necessary and ap-
propriate to facilitate coordination and agreement between 
the holders of the existing senior mortgage and any exist-
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ing subordinate mortgages, taking into consideration the 
subordinate lien status of such subordinate mortgages. 
Such actions may include making payments, which shall 
be accepted as payment in full of all indebtedness under 
the eligible mortgage, to any holder of an existing subordi-
nate mortgage, in lieu of any future appreciation payments 
authorized under subparagraph (B). 

(B) SHARED APPRECIATION.— 
(i) IN GENERAL.—The Secretary may establish 

standards and policies that will allow for the payment 
to the holder of any existing subordinate mortgage of 
a portion of any future appreciation in the property se-
cured by such eligible mortgage that is owed to the 
Secretary pursuant to subsection (k). 

(ii) FACTORS.—In establishing the standards and 
policies required under clause (i), the Secretary shall 
take into consideration— 

(I) the status of any subordinate mortgage; 
(II) the outstanding principal balance of and 

accrued interest on the existing senior mortgage 
and any outstanding subordinate mortgages; 

(III) the extent to which the current appraised 
value of the property securing a subordinate mort-
gage is less than the outstanding principal bal-
ance and accrued interest on any other liens that 
are senior to such subordinate mortgage; and 

(IV) such other factors as the Secretary deter-
mines to be appropriate. 

(C) VOLUNTARY PROGRAM.—This paragraph may not be 
construed to require any holder of any existing mortgage 
to participate in the program under this section generally, 
or with respect to any particular loan. 
(5) TERM OF MORTGAGE.—The refinanced eligible mortgage 

to be insured shall— 
(A) bear interest at a single rate that is fixed for the 

entire term of the mortgage; and 
(B) have a maturity of not less than 30 years from the 

date of the beginning of amortization of such refinanced el-
igible mortgage. 
(6) MAXIMUM LOAN AMOUNT.—The principal obligation 

amount of the eligible mortgage to be insured shall not exceed 
132 percent of the dollar amount limitation in effect for 2007 
under section 305(a)(2) of the Federal Home Loan Mortgage 
Corporation Act (12 U.S.C. 1454(a)(2)) for a property of the ap-
plicable size. 

(7) PROHIBITION ON SECOND LIENS.—A mortgagor may not 
grant a new second lien on the mortgaged property during the 
first 5 years of the term of the mortgage insured under this 
section, except as the Secretary determines to be necessary to 
ensure the maintenance of property standards. 

(8) APPRAISALS.—Any appraisal conducted in connection 
with a mortgage insured under this section shall— 

(A) be based on the current value of the property; 
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103 Section 202(a)(3)(D)(i) of division A of Public Law 111–22 amends paragraph (9) by striking 
‘‘by procuring (A) an income tax return transcript of the income tax return of the mortgagor, 
or (B)’’ and inserting ‘‘in accordance with procedures and standards that the Secretary shall es-
tablish (provided that such procedures and standards are consistent with section 203(b) to the 
maximum extent possible) which may include requiring the mortgagee to procure’’. Such amend-
ment was executed by striking ‘‘by procuring (A) an income tax return transcript of the income 
tax return[s] of the mortgagor, or(B)’’ in order to reflect the probable intent of Congress. 

104 Section 202(a)(3)(D)(ii) of division A of Public Law 111–22 amends subparagraph (A) by 
striking ‘‘and by any other method, in accordance with procedures and standards that the Board 
shall establish’’. The amendment could not be executed because the text proposed to be struck 
does not appear as a result of a global amendment made by paragraph (2) of such section to 
strike ‘‘Board’’ and inserting ‘‘Secretary’’ throughout section 257(e). 

(B) be conducted in accordance with title XI of the Fi-
nancial Institutions Reform, Recovery, and Enforcement 
Act of 1989 (12 U.S.C. 3331 et seq.); 

(C) be completed by an appraiser who meets the com-
petency requirements of the Uniform Standards of Profes-
sional Appraisal Practice; 

(D) be wholly consistent with the appraisal standards, 
practices, and procedures under section 202(e) of this Act 
that apply to all loans insured under this Act; and 

(E) comply with the requirements of subsection (g) of 
this section (relating to appraisal independence). 
(9) DOCUMENTATION AND VERIFICATION OF INCOME.—In 

complying with the FHA underwriting requirements under the 
HOPE for Homeowners Program under this section, the mort-
gagee shall document and verify the income of the mortgagor 
or non-filing status in accordance with procedures and stand-
ards that the Secretary shall establish (provided that such pro-
cedures and standards are consistent with section 203(b) to the 
maximum extent possible) which may include requiring the 
mortgagee to procure 103 a copy of the income tax returns from 
the Internal Revenue Service, for the two most recent years for 
which the filing deadline for such years has passed and by any 
other method, in accordance with procedures and standards 
that the Secretary shall establish 104. 

(10) MORTGAGE FRAUD.— 
(A) PROHIBITION.—The mortgagor shall not have been 

convicted under Federal or State law for fraud during the 
10-year period ending upon the insurance of the mortgage 
under this section. 

(B) DUTY OF MORTGAGEE.—The duty of the mortgagee 
to ensure that the mortgagor is in compliance with the 
prohibition under subparagraph (A) shall be satisfied if the 
mortgagee makes a good faith effort to determine that the 
mortgagor has not been convicted under Federal or State 
law for fraud during the period described in subparagraph 
(A). 
(11) PRIMARY RESIDENCE.—The mortgagor shall provide 

documentation satisfactory in the determination of the Sec-
retary to prove that the residence covered by the mortgage to 
be insured under this section is occupied by the mortgagor as 
the primary residence of the mortgagor, and that such resi-
dence is the only residence in which the mortgagor has any 
present ownership interest, except that the Secretary may pro-
vide exceptions to such latter requirement (relating to present 
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105 So in law. There is no ‘‘and’’. 

ownership interest) for any mortgagor who has inherited a 
property. 

(12) BAN ON MILLIONAIRES.—The mortgagor shall not have 
a net worth, as of the date the mortgagor first applies for a 
mortgage to be insured under the Program under this section, 
that exceeds $1,000,000. 
(f) STUDY OF AUCTION OR BULK REFINANCE PROGRAM.— 

(1) STUDY.—The Board shall conduct a study of the need 
for and efficacy of an auction or bulk refinancing mechanism 
to facilitate refinancing of existing residential mortgages that 
are at risk for foreclosure into mortgages insured under this 
section. The study shall identify and examine various options 
for mechanisms under which lenders and servicers of such 
mortgages may make bids for forward commitments for such 
insurance in an expedited manner. 

(2) CONTENT.— 
(A) ANALYSIS.—The study required under paragraph 

(1) shall analyze— 
(i) the feasibility of establishing a mechanism that 

would facilitate the more rapid refinancing of bor-
rowers at risk of foreclosure into performing mort-
gages insured under this section; 

(ii) whether such a mechanism would provide an 
effective and efficient mechanism to reduce fore-
closures on qualified existing mortgages; 

(iii) whether the use of an auction or bulk refi-
nance program is necessary to stabilize the housing 
market and reduce the impact of turmoil in that mar-
ket on the economy of the United States; 

(iv) whether there are other mechanisms or au-
thority that would be useful to reduce foreclosure; and 

(v) and any other factors that the Board considers 
relevant. 
(B) DETERMINATIONS.—To the extent that the Board 

finds that a facility of the type described in subparagraph 
(A) is feasible and useful, the study shall— 

(i) determine and identify any additional authority 
or resources needed to establish and operate such a 
mechanism; 

(ii) determine whether there is a need for addi-
tional authority with respect to the loan underwriting 
criteria established in this section or with respect to 
eligibility of participating borrowers, lenders, or hold-
ers of liens; 105 

(iii) determine whether such underwriting criteria 
should be established on the basis of individual loans, 
in the aggregate, or otherwise to facilitate the goal of 
refinancing borrowers at risk of foreclosure into viable 
loans insured under this section. 

(3) REPORT.—Not later than the expiration of the 60-day 
period beginning on the date of the enactment of this section, 
the Board shall submit a report regarding the results of the 
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study conducted under this subsection to the Committee on Fi-
nancial Services of the House of Representatives and the Com-
mittee on Banking, Housing, and Urban Affairs of the Senate. 
The report shall include a detailed description of the analysis 
required under paragraph (2)(A) and of the determinations 
made pursuant to paragraph (2)(B), and shall include any 
other findings and recommendations of the Board pursuant to 
the study, including identifying various options for mecha-
nisms described in paragraph (1). 
(g) APPRAISAL INDEPENDENCE.— 

(1) PROHIBITIONS ON INTERESTED PARTIES IN A REAL ESTATE 
TRANSACTION.—No mortgage lender, mortgage broker, mort-
gage banker, real estate broker, appraisal management com-
pany, employee of an appraisal management company, nor any 
other person with an interest in a real estate transaction in-
volving an appraisal in connection with a mortgage insured 
under this section shall improperly influence, or attempt to im-
properly influence, through coercion, extortion, collusion, com-
pensation, instruction, inducement, intimidation, nonpayment 
for services rendered, or bribery, the development, reporting, 
result, or review of a real estate appraisal sought in connection 
with the mortgage. 

(2) CIVIL MONETARY PENALTIES.—The Secretary may im-
pose a civil money penalty for any knowing and material viola-
tion of paragraph (1) under the same terms and conditions as 
are authorized in section 536(a) of this Act. 
(h) STANDARDS TO PROTECT AGAINST ADVERSE SELECTION.— 

(1) IN GENERAL.—The Secretary shall, by rule or order, es-
tablish standards and policies to require the underwriter of the 
insured loan to provide such representations and warranties as 
the Secretary considers necessary or appropriate to enforce 
compliance with all underwriting and appraisal standards of 
the HOPE for Homeowners Program. 

(2) EXCLUSION FOR VIOLATIONS.—The Secretary shall not 
pay insurance benefits to a mortgagee who violates the rep-
resentations and warranties, as established under paragraph 
(1), or in any case in which a mortgagor fails to make the first 
payment on a refinanced eligible mortgage. 

(3) OTHER AUTHORITY.—The Secretary may establish such 
other standards or policies as necessary to protect against ad-
verse selection, including requiring loans identified by the Sec-
retary as higher risk loans to demonstrate payment perform-
ance for a reasonable period of time prior to being insured 
under the program. 
(i) PREMIUMS.— 

(1) PREMIUMS.—For each refinanced eligible mortgage in-
sured under this section, the Secretary shall establish and col-
lect— 

(A) at the time of insurance, a single premium pay-
ment in an amount not more than 3 percent of the amount 
of the original insured principal obligation of the refi-
nanced eligible mortgage, which shall be paid from the 
proceeds of the mortgage being insured under this section, 
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through the reduction of the amount of indebtedness that 
existed on the eligible mortgage prior to refinancing; and 

(B) in addition to the premium required under para-
graph (1), an annual premium in an amount not more 
than 1.5 percent of the amount of the remaining insured 
principal balance of the mortgage. 
(2) CONSIDERATIONS.—In setting the premium under this 

subsection, the Secretary shall consider— 
(A) the financial integrity of the HOPE for Home-

owners Program; and 
(B) the purposes of the HOPE for Homeowners Pro-

gram described in subsection (b). 
(j) ORIGINATION FEES AND INTEREST RATE.—The Secretary 

shall establish— 
(1) a reasonable limitation on origination fees for refi-

nanced eligible mortgages insured under this section; and 
(2) procedures to ensure that interest rates on such mort-

gages shall be commensurate with market rate interest rates 
on such types of loans. 
(k) EXIT FEE.— 

(1) FIVE-YEAR PHASE-IN FOR EQUITY AS A RESULT OF SALE 
OR REFINANCING.—For each eligible mortgage insured under 
this section, the Secretary and the mortgagor of such mortgage 
shall, upon any sale or disposition of the property to which 
such mortgage relates, or upon the subsequent refinancing of 
such mortgage, be entitled to the following with respect to any 
equity created as a direct result of the mortgage being insured 
under this section: 

(A) If such sale or refinancing occurs during the period 
that begins on the date that such mortgage is insured and 
ends 1 year after such date of insurance, the Secretary 
shall be entitled to 100 percent of such equity. 

(B) If such sale or refinancing occurs during the period 
that begins 1 year after such date of insurance and ends 
2 years after such date of insurance, the Secretary shall be 
entitled to 90 percent of such equity and the mortgagor 
shall be entitled to 10 percent of such equity. 

(C) If such sale or refinancing occurs during the period 
that begins 2 years after such date of insurance and ends 
3 years after such date of insurance, the Secretary shall be 
entitled to 80 percent of such equity and the mortgagor 
shall be entitled to 20 percent of such equity. 

(D) If such sale or refinancing occurs during the period 
that begins 3 years after such date of insurance and ends 
4 years after such date of insurance, the Secretary shall be 
entitled to 70 percent of such equity and the mortgagor 
shall be entitled to 30 percent of such equity. 

(E) If such sale or refinancing occurs during the period 
that begins 4 years after such date of insurance and ends 
5 years after such date of insurance, the Secretary shall be 
entitled to 60 percent of such equity and the mortgagor 
shall be entitled to 40 percent of such equity. 

(F) If such sale or refinancing occurs during any pe-
riod that begins 5 years after such date of insurance, the 
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106 So in law. 

Secretary shall be entitled to 50 percent of such equity and 
the mortgagor shall be entitled to 50 percent of such eq-
uity. 
(2) APPRECIATION IN VALUE.—For each eligible mortgage 

insured under this section, the Secretary may, upon any sale 
or disposition of the property to which the mortgage relates, be 
entitled to up to 50 percent of appreciation, up to the appraised 
value of the home at the time when the mortgage being refi-
nanced under this section was originally made. The Secretary 
may share any amounts received under this paragraph with or 
assign the rights of any amounts due to the Secretary to the 
holder of the existing senior mortgage on the eligible mortgage, 
the holder of any existing subordinate mortgage on the eligible 
mortgage, or both. 
(l) ESTABLISHMENT OF HOPE FUND.— 

(1) IN GENERAL.—There is established in the Federal Hous-
ing Administration a revolving fund to be known as the Home 
Ownership Preservation Entity Fund, which shall be used by 
the Secretary for carrying out the mortgage insurance obliga-
tions under this section. 

(2) MANAGEMENT OF FUND.—The HOPE Fund shall be ad-
ministered and managed by the Secretary, who shall establish 
reasonable and prudent criteria for the management and oper-
ation of any amounts in the HOPE Fund. 
(m) LIMITATION ON AGGREGATE INSURANCE AUTHORITY.—The 

aggregate original principal obligation of all mortgages insured 
under this section may not exceed $300,000,000,000. 

(n) REPORTS BY SECRETARY.—The Secretary shall submit 
monthly reports to the Congress identifying the progress of the 
HOPE for Homeowners Program, which shall contain the following 
information for each month: 

(1) The number of new mortgages insured under this sec-
tion, including the location of the properties subject to such 
mortgages by census tract. 

(2) The aggregate principal obligation of new mortgages in-
sured under this section. 

(3) The average amount by which the principle 106 balance 
outstanding on mortgages insured this section was reduced. 

(4) The amount of premiums collected for insurance of 
mortgages under this section. 

(5) The claim and loss rates for mortgages insured under 
this section. 

(6) Any other information that the Secretary considers ap-
propriate. 
(o) REQUIRED OUTREACH EFFORTS.—The Secretary shall carry 

out outreach efforts to ensure that homeowners, lenders, and the 
general public are aware of the opportunities for assistance avail-
able under this section. 

(p) ENHANCEMENT OF FHA CAPACITY.—The Secretary shall 
take such actions as may be necessary to— 

(1) contract for the establishment of underwriting criteria, 
automated underwriting systems, pricing standards, and other 
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factors relating to eligibility for mortgages insured under this 
section; 

(2) contract for independent quality reviews of under-
writing, including appraisal reviews and fraud detection, of 
mortgages insured under this section or pools of such mort-
gages; and 

(3) increase personnel of the Department as necessary to 
process or monitor the processing of mortgages insured under 
this section. 
(q) GNMA COMMITMENT AUTHORITY.— 

(1) GUARANTEES.—The Secretary shall take such actions as 
may be necessary to ensure that securities based on and 
backed by a trust or pool composed of mortgages insured under 
this section are available to be guaranteed by the Government 
National Mortgage Association as to the timely payment of 
principal and interest. 

(2) GUARANTEE AUTHORITY.—To carry out the purposes of 
section 306 of the National Housing Act (12 U.S.C. 1721), the 
Government National Mortgage Association may enter into 
new commitments to issue guarantees of securities based on or 
backed by mortgages insured under this section, not exceeding 
$300,000,000,000. The amount of authority provided under the 
preceding sentence to enter into new commitments to issue 
guarantees is in addition to any amount of authority to make 
new commitments to issue guarantees that is provided to the 
Association under any other provision of law. 
(r) SUNSET.—The Secretary may not enter into any new com-

mitment to insure any refinanced eligible mortgage, or newly in-
sure any refinanced eligible mortgage pursuant to this section be-
fore October 1, 2008 or after September 30, 2011. 

(s) DEFINITIONS.—For purposes of this section, the following 
definitions shall apply: 

(1) APPROVED FINANCIAL INSTITUTION OR MORTGAGEE.—The 
term ‘‘approved financial institution or mortgagee’’ means a fi-
nancial institution or mortgagee approved by the Secretary 
under section 203 as responsible and able to service mortgages 
responsibly. 

(2) BOARD.—The term ‘‘Board’’ means the Advisory Board 
for the HOPE for Homeowners Program. The Board shall be 
composed of the Secretary, the Secretary of the Treasury, the 
Chairperson of the Board of Governors of the Federal Reserve 
System, and the Chairperson of the Board of Directors of the 
Federal Deposit Insurance Corporation, or their designees. 

(3) ELIGIBLE MORTGAGE.—The term ‘‘eligible mortgage’’ 
means a mortgage— 

(A) the mortgagor of which— 
(i) occupies such property as his or her principal 

residence; and 
(ii) cannot, subject to such standards established 

by the Secretary, afford his or her mortgage payments; 
and 
(B) originated on or before January 1, 2008. 
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(4) EXISTING SENIOR MORTGAGE.—The term ‘‘existing senior 
mortgage’’ means, with respect to a mortgage insured under 
this section, the existing mortgage that has superior priority. 

(5) EXISTING SUBORDINATE MORTGAGE.—The term ‘‘existing 
subordinate mortgage’’ means, with respect to a mortgage in-
sured under this section, an existing mortgage that has subor-
dinate priority to the existing senior mortgage. 

(6) HOPE FOR HOMEOWNERS PROGRAM.—The term ‘‘HOPE 
for Homeowners Program’’ means the program established 
under this section. 

(7) SECRETARY.—The term ‘‘Secretary’’ means the Sec-
retary of Housing and Urban Development, except where spe-
cifically provided otherwise. 
(t) REQUIREMENTS RELATED TO THE BOARD.— 

(1) COMPENSATION, ACTUAL, NECESSARY, AND TRANSPOR-
TATION EXPENSES.— 

(A) FEDERAL EMPLOYEES.—A member of the Board 
who is an officer or employee of the Federal Government 
shall serve without additional pay (or benefits in the na-
ture of compensation) for service as a member of the 
Board. 

(B) TRAVEL EXPENSES.—Members of the Board shall be 
entitled to receive travel expenses, including per diem in 
lieu of subsistence, equivalent to those set forth in sub-
chapter I of chapter 57 of title 5, United States Code. 
(2) BYLAWS.—The Board may prescribe, amend, and repeal 

such bylaws as may be necessary for carrying out the functions 
of the Board. 

(3) QUORUM.—A majority of the Board shall constitute a 
quorum. 

(4) STAFF; EXPERTS AND CONSULTANTS.— 
(A) DETAIL OF GOVERNMENT EMPLOYEES.—Upon re-

quest of the Board, any Federal Government employee 
may be detailed to the Board without reimbursement, and 
such detail shall be without interruption or loss of civil 
service status or privilege. 

(B) EXPERTS AND CONSULTANTS.—The Board shall pro-
cure the services of experts and consultants as the Board 
considers appropriate. 

(u) RULE OF CONSTRUCTION RELATED TO VOLUNTARY NATURE 
OF THE PROGRAM.—This section shall not be construed to require 
that any approved financial institution or mortgagee participate in 
any activity authorized under this section, including any activity 
related to the refinancing of an eligible mortgage. 

(v) RULE OF CONSTRUCTION RELATED TO INSURANCE OF MORT-
GAGES.—Except as otherwise provided for in this section or by ac-
tion of the Secretary, the provisions and requirements of section 
203(b) shall apply with respect to the insurance of any eligible 
mortgage under this section. The Secretary shall conform docu-
ments, forms, and procedures for mortgages insured under this sec-
tion to those in place for mortgages insured under section 203(b) 
to the maximum extent possible consistent with the requirements 
of this section. 

(w) HOPE BONDS.— 
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107 So in law. Probably should refer to 2 U.S.C. 661c(b). 
108 So in law. Probably should refer to the Federal Housing Enterprises Financial Safety and 

Soundness Act of 1992. 

(1) ISSUANCE AND REPAYMENT OF BONDS.—Notwithstanding 
section 504(b) of the Federal Credit Reform Act of 1990 (2 
U.S.C. 661d(b) 107), the Secretary of the Treasury shall— 

(A) subject to such terms and conditions as the Sec-
retary of the Treasury deems necessary, issue Federal 
credit instruments, to be known as ‘‘HOPE Bonds’’, that 
are callable at the discretion of the Secretary of the Treas-
ury and do not, in the aggregate, exceed the amount speci-
fied in subsection (m); 

(B) provide the subsidy amounts necessary for loan 
guarantees under the HOPE for Homeowners Program, 
not to exceed the amount specified in subsection (m), in ac-
cordance with the provisions of the Federal Credit Reform 
Act of 1990 (2 U.S.C. 661 et seq.), except as provided in 
this paragraph; and 

(C) use the proceeds from HOPE Bonds only to pay for 
the net costs to the Federal Government of the HOPE for 
Homeowners Program, including administrative costs and 
payments pursuant to subsection (e)(4)(A). 
(2) REIMBURSEMENTS TO TREASURY.—Funds received pur-

suant to section 1338(b) of the Federal Housing Enterprises 
Regulatory Reform Act of 1992 108 shall be used to reimburse 
the Secretary of the Treasury for amounts borrowed under 
paragraph (1). 

(3) USE OF RESERVE FUND.—If the net cost to the Federal 
Government for the HOPE for Homeowners Program exceeds 
the amount of funds received under paragraph (2), remaining 
debts of the HOPE for Homeowners Program shall be paid 
from amounts deposited into the fund established by the Sec-
retary under section 1337(e) of the Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992, remaining 
amounts in such fund to be used to reduce the National debt. 

(4) REDUCTION OF NATIONAL DEBT.—Amounts collected 
under the HOPE for Homeowners Program in accordance with 
subsections (i) and (k) in excess of the net cost to the Federal 
Government for such Program shall be used to reduce the Na-
tional debt. 
(x) PAYMENTS TO SERVICERS AND ORIGINATORS.—The Secretary 

may establish a payment to the— 
(1) servicer of the existing senior mortgage or existing sub-

ordinate mortgage for every loan insured under the HOPE for 
Homeowners Program; and 

(2) originator of each new loan insured under the HOPE 
for Homeowners Program. 
(y) AUCTIONS.—The Secretary, with the concurrence of the 

Board, shall, if feasible, establish a structure and organize proce-
dures for an auction to refinance eligible mortgages on a wholesale 
or bulk basis. 
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SEC. 258. ø12 U.S.C. 1715z–24¿ PILOT PROGRAM FOR AUTOMATED PROC-
ESS FOR BORROWERS WITHOUT SUFFICIENT CREDIT HIS-
TORY. 

(a) ESTABLISHMENT.—The Secretary shall carry out a pilot pro-
gram to establish, and make available to mortgagees, an auto-
mated process for providing alternative credit rating information 
for mortgagors and prospective mortgagors under mortgages on 1- 
to 4-family residences to be insured under this title who have in-
sufficient credit histories for determining their creditworthiness. 
Such alternative credit rating information may include rent, utili-
ties, and insurance payment histories, and such other information 
as the Secretary considers appropriate. 

(b) SCOPE.—The Secretary may carry out the pilot program 
under this section on a limited basis or scope, and may consider 
limiting the program to first-time homebuyers. 

(c) LIMITATION.—In any fiscal year, the aggregate number of 
mortgages insured pursuant to the automated process established 
under this section may not exceed 5 percent of the aggregate num-
ber of mortgages for 1- to 4-family residences insured by the Sec-
retary under this title during the preceding fiscal year. 

(d) SUNSET.—After the expiration of the 5-year period begin-
ning on the date of the enactment of the Building American Home-
ownership Act of 2008, the Secretary may not enter into any new 
commitment to insure any mortgage, or newly insure any mort-
gage, pursuant to the automated process established under this 
section. 

TITLE III—NATIONAL MORTGAGE ASSOCIATIONS 

PURPOSES 

SEC. 301. ø12 U.S.C. 1716¿ The Congress hereby declares that 
the purposes of this title are to establish secondary market facili-
ties for residential mortgages, to provide that the operations there-
of shall be financed by private capital to the maximum extent fea-
sible, and to authorize such facilities to— 

(1) provide stability in the secondary market for residen-
tial mortgages; 

(2) respond appropriately to the private capital market; 
(3) provide ongoing assistance to the secondary market for 

residential mortgages (including activities relating to mort-
gages on housing for low- and moderate-income families involv-
ing a reasonable economic return that may be less than the re-
turn earned on other activities) by increasing the liquidity of 
mortgage in investments and improving the distribution of in-
vestment capital available for residential mortgage financing; 

(4) promote access to mortgage credit throughout the Na-
tion (including central cities, rural areas, and underserved 
areas) by increasing the liquidity of mortgage investments and 
improving the distribution of investment capital available for 
residential mortgage financing; and 

(5) manage and liquidate federally owned mortgage port-
folios in an orderly manner, with a minimum of adverse effect 
upon the residential mortgage market and minimum loss to 
the Federal Government. 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00176 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



177 Sec. 302 NATIONAL HOUSING ACT 

CREATION OF ASSOCIATION 

SEC. 302. ø12 U.S.C. 1717¿ (a)(1) There is hereby created a 
body corporate to be known as the ‘‘Federal National Mortgage As-
sociation’’ which shall be in the Department of Housing and Urban 
Development. The Association shall have succession until dissolved 
by Act of Congress. It shall maintain its principal office in the Dis-
trict of Columbia and shall be deemed, for purposes of venue in 
civil actions, to be a resident thereof. Agencies or offices may be es-
tablished by the Association in such other place or places as it may 
deem necessary or appropriate in the conduct of its business. 

(2) On September 1, 1968, the body corporate described in the 
foregoing paragraph shall cease to exist in that form and is hereby 
partitioned into two separate and distinct bodies corporate, each of 
which shall have continuity and corporate succession as a sepa-
rated portion of the previously existing body corporate, as follows: 

(A) One of such separated portions shall be a body corporate 
without capital stock to be known as the Government National 
Mortgage Association (hereinafter referred to as the ‘‘Association’’), 
which shall be in the Department of Housing and Urban Develop-
ment and which shall retain the assets and liabilities acquired and 
incurred under sections 305 and 306 prior to such date, including 
any and all liabilities incurred pursuant to section 302(c). The As-
sociation shall have succession until dissolved by Act of Congress. 
It shall maintain its principal office in the District of Columbia or 
the metropolitan area thereof and shall be deemed, for purposes of 
jurisdiction and venue in civil actions, to be a District of Columbia 
corporation. Agencies or offices may be established by the Associa-
tion in such other place or places as it may deem necessary or ap-
propriate in the conduct of its business. 

(B) The other such separated portion shall be a body corporate 
to be known as Federal National Mortgage Association (hereinafter 
referred to as the ‘‘corporation’’), which shall retain the assets and 
liabilities acquired and incurred under sections 303 and 304 prior 
to such date. The corporation shall have succession until dissolved 
by Act of Congress. It shall maintain its principal office in the Dis-
trict of Columbia or the metropolitan area thereof and shall be 
deemed, for purposes of jurisdiction and venue in civil actions to be 
a District of Columbia corporation. 

(3) The partition transaction effected pursuant to the foregoing 
paragraph constitutes a reorganization within the meaning of sec-
tion 368(a)(1)(E) of the Internal Revenue Code of 1954; and for the 
purposes of such Code, no gain or loss is recognized by the pre-
viously existing body corporate’s by reason of the partition, and the 
basis and holding period of the assets of the corporation imme-
diately following such partition are the same as the basis and hold-
ing period of such assets immediately prior to such partition. 

(b)(1) For the purposes set forth in section 301 and subject to 
the limitations and restrictions of this title, each of the bodies cor-
porate named in subsection (a)(2) is authorized, pursuant to com-
mitments or otherwise, to purchase, service, sell, or otherwise deal 
in any mortgages which are insured under the National Housing 
Act or title V of the Housing Act of 1949, or which are insured or 
guaranteed under the Servicemen’s Readjustment Act of 1944 or 
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chapter 37 of title 38, United States Code; and to purchase, service, 
sell, or otherwise deal in any loans made or guaranteed under part 
B of title VI of the Public Health Service Act; and the corporation 
is authorized to lend on the security of any such mortgages and to 
purchase, sell, or otherwise deal in any securities guaranteed by 
the Association under section 306(g): Provided, That (1) the Asso-
ciation may not purchase any mortgage at a price exceeding 100 
per centum of the unpaid principal amount thereof at the time of 
purchase, with adjustments for interest and any comparable items; 
(2) the Association may not purchase any mortgage, except a mort-
gage insured under title V of the Housing Act of 1949, if it offered 
by, or covers property held by a State, territorial, or municipal in-
strumentality; and (3) the Association may not purchase any mort-
gage under section 305, except a mortgage insured under section 
220 or title VIII or section 203(k) or under title X with respect to 
a new community approved under section 1004 thereof, or insured 
under section 213 and covering property located in an urban re-
newal area, or a mortgage covering property located in Alaska, 
Guam, or Hawaii, if the original principal obligation thereof ex-
ceeds or exceeded $55,000 in the case of property upon which is lo-
cated a dwelling designed principally for a one-family residence; or 
$60,000 in the case of a two- or three-family residence, or $68,750 
in the case of a four-family residence; or in the case of a property 
containing more than four dwelling units, $38,000 per dwelling 
unit (or such higher amount not in excess of $45,000 per dwelling 
unit as the Secretary may by regulation specify in any geographical 
area where the Secretary finds that cost levels so require) for that 
part of the property (attributable to dwelling use). Notwithstanding 
the provisions of clause (3) of the preceding sentence, the Associa-
tion may purchase a mortgage under section 305 with an original 
principal obligation which exceeds the otherwise applicable max-
imum amount per dwelling unit if the mortgage is insured under 
section 207(c)(3), 213(b)(2), 220(d)(3)(B)(iii), 221(d)(3)(ii), 
221(d)(4)(ii), 231(c)(2), 234(e)(3), or 236. For the purposes of this 
title, the term ‘‘mortgages’’ and ‘‘home mortgages’’ shall be inclu-
sive of any mortgages or other loans insured under any of the pro-
visions of the National Housing Act or title V of the Housing Act 
of 1949. 

(2) For the purposes set forth in section 301(a), the corporation 
is authorized, pursuant to commitments or otherwise, to purchase, 
service, sell, lend on the security of, or otherwise deal in mortgages 
which are not insured or guaranteed as provided in paragraph (1) 
(such mortgages referred to hereinafter as ‘‘conventional mort-
gages’’). No such purchase of a conventional mortgage secured by 
a property comprising one- to four-family dwelling units shall be 
made if the outstanding principal balance of the mortgage at the 
time of purchase exceeds 80 per centum of the value of the prop-
erty securing the mortgage, unless (A) the seller retains a partici-
pation of not less than 10 per centum in the mortgage; (B) for such 
period and under such circumstances as the corporation may re-
quire, the seller agrees to repurchase or replace the mortgage upon 
demand of the corporation in the event that the mortgage is in de-
fault; or (C) that portion of the unpaid principal balance of the 
mortgage which is in excess of such 80 per centum is guaranteed 
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109 So in law. Probably should refer to 12 U.S.C. 4542. 

or insured by a qualified insurer as determined by the corporation. 
The corporation shall not issue a commitment to purchase a con-
ventional mortgage prior to the date the mortgage is originated, if 
such mortgage is eligible for purchase under the preceding sen-
tence only by reason of compliance with the requirements of clause 
(A) of such sentence. The corporation may purchase a conventional 
mortgage which was originated more than one year prior to the 
purchase date only if the seller is the Federal Deposit Insurance 
Corporation, the Resolution Trust Corporation, the National Credit 
Union Administration, or any other seller currently engaged in 
mortgage lending or investing activities. For the purpose of this 
section, the term ‘‘conventional mortgages’’ shall include a mort-
gage, lien, or other security interest on the stock or membership 
certificate issued to a tenant-stockholder or resident-member of a 
cooperative housing corporation, as defined in section 216 of the In-
ternal Revenue Code of 1954, and on the proprietary lease, occu-
pancy agreement, or right of tenancy in the dwelling unit of the 
tenant-stockholder or resident-member in such cooperative housing 
corporation. The corporation shall establish limitations governing 
the maximum original principal obligation of conventional mort-
gages that are purchased by it; in any case in which the corpora-
tion purchases a participation interest in such a mortgage, the lim-
itation shall be calculated with respect to the total original prin-
cipal obligation of the mortgage and not merely with respect to the 
interest purchased by the corporation. Such limitations shall not 
exceed $417,000 for a mortgage secured by a single-family resi-
dence, $533,850 for a mortgage secured by a 2-family residence, 
$645,300 for a mortgage secured by a 3-family residence, and 
$801,950 for a mortgage secured by a 4-family residence, except 
that such maximum limitations shall be adjusted effective January 
1 of each year beginning after the effective date of the Federal 
Housing Finance Regulatory Reform Act of 2008, subject to the lim-
itations in this paragraph. Each adjustment shall be made by add-
ing to each such amount (as it may have been previously adjusted) 
a percentage thereof equal to the percentage increase, during the 
most recent 12-month or 4-quarter period ending before the time 
of determining such annual adjustment, in the housing price index 
maintained by the Director of the Federal Housing Finance Agency 
(pursuant to section 1322 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4541 109)). If 
the change in such house price index during the most recent 12- 
month or 4-quarter period ending before the time of determining 
such annual adjustment is a decrease, then no adjustment shall be 
made for the next year, and the next adjustment shall take into ac-
count prior declines in the house price index, so that any adjust-
ment shall reflect the net change in the house price index since the 
last adjustment. Declines in the house price index shall be accumu-
lated and then reduce increases until subsequent increases exceed 
prior declines. The foregoing limitations may be increased by not 
to exceed 50 per centum with respect to properties located in Alas-
ka, Guam, Hawaii, and the Virgin Islands. Such foregoing limita-
tions shall also be increased, with respect to properties of a par-
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110 Section 246 of the National Energy Conservation Policy Act, Pub. L. 95–619, approved No-
vember 9, 1978, added this paragraph. It was amended and rewritten by section 339(a) of the 
Housing and Community Development Act of 1980, Pub. L. 96–399, approved October 8, 1980. 
Section 339(a)(2) of such Act provides, in part, as follows: ‘‘When the Federal National Mortgage 
Association submits its proposal to the Secretary of Housing and Urban Development to imple-
ment the authority granted by the amendment made by this paragraph, the Secretary of Hous-
ing and Urban Development shall, within 75 days, approve such proposal or transmit to the 
Congress a report explaining why such proposal has not been approved.’’ 

111 Paragraph (4) was added by section 339(b) of the Housing and Community Development 
Act of 1980, Pub. L. 96–399, approved October 8, 1980, which also provides, in part, as follows: 
‘‘When the Federal National Mortgage Association submits its proposal to the Secretary of Hous-
ing and Urban Development to implement the authority granted by the amendment made by 
this paragraph, the Secretary of Housing and Urban Development shall, within 75 days, approve 
such proposal or transmit to the Congress a report explaining why such proposal has not been 
approved.’’ 

ticular size located in any area for which 115 percent of the median 
house price for such size residence exceeds the foregoing limitation 
for such size residence, to the lesser of 150 percent of such limita-
tion for such size residence or the amount that is equal to 115 per-
cent of the median house price in such area for such size residence. 

(3) 110 The corporation is authorized to purchase, service, sell, 
lend on the security of, and otherwise deal in loans or advances of 
credit for the purchase and installation of home improvements, in-
cluding energy conserving improvements or solar energy systems 
described in the last paragraph of section 2(a) of the National 
Housing Act and residential energy conservation measures as de-
scribed in section 210(11) of the National Energy Conservation Pol-
icy Act and financed by a public utility in accordance with the re-
quirements of title II of such Act. To be eligible for purchase, any 
such loan or advance of credit (other than a loan or advance made 
with respect to energy conserving improvements or solar energy 
systems or residential energy conservation measures) not insured 
under title I of the National Housing Act shall be secured by a lien 
against the property to be improved. 

(4) 111 The corporation is authorized to purchase, service, sell, 
lend on the security of, and otherwise deal in loans or advances of 
credit secured by mortgages or other liens against manufactured 
homes. 

(5)(A) The corporation is authorized to purchase, service, sell, 
lend on the security of, and otherwise deal in (i) conventional mort-
gages that are secured by a subordinate lien against a one-to-four- 
family residence that is the principal residence of the mortgagor; 
and (ii) conventional mortgages that are secured by a subordinate 
lien against a property comprising five or more family dwelling 
units. If the corporation, pursuant to paragraphs (1) through (4), 
shall have purchased, serviced, sold, or otherwise dealt with any 
other outstanding mortgage secured by the same residence, the ag-
gregate original amount of such other mortgage and the mortgage 
authorized to be purchased, serviced, sold, or otherwise dealt with 
under this paragraph shall not exceed the applicable limitation de-
termined under paragraph (2). 

(B) The corporation shall establish limitations governing the 
maximum original principal obligation of conventional mortgages 
described in subparagraph (A). In any case in which the corpora-
tion purchases a participation interest in such a mortgage, the lim-
itation shall be calculated with respect to the total original prin-
cipal obligation of such mortgage described in subpargraph (A) and 
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not merely with respect to the interest purchased by the corpora-
tion. Such limitations shall not exceed (i) with respect to mortgages 
described in subparagraph (A)(i), 50 per centum of the single-fam-
ily residence mortgage limitation determined under paragraph (2); 
and (ii) with respect to mortgages described in subparagraph 
(A)(ii), the applicable limitation determined under paragraph (2). 

(C) No subordinate mortgage against a one- to four-family resi-
dence shall be purchased by the corporation if the total outstanding 
indebtedness secured by the property as a result of such mortgage 
exceeds 80 per centum of the value of such property unless (i) that 
portion of such total outstanding indebtedness that exceeds such 80 
per centum is guaranteed or insured by a qualified insurer as de-
termined by the corporation; (ii) the seller retains a participation 
of not less than 10 per centum in the mortgage; or (iii) for such pe-
riod and under such circumstances as the corporation may require, 
the seller agrees to repurchase or replace the mortgage upon de-
mand of the corporation in the event that the mortgage is in de-
fault. The corporation shall not issue a commitment to purchase a 
subordinate mortgage prior to the date the mortgage is originated, 
if such mortgage is eligible for purchase under the preceding sen-
tence only by reason of compliance with the requirements of clause 
(ii) of such sentence. 

(6) The corporation may not implement any new program (as 
such term is defined in section 1303 of the Federal Housing Enter-
prises Financial Safety and Soundness Act of 1992) before obtain-
ing the approval of the Secretary under section 1322 of such Act. 

(7)(A) DEFINITIONS.—In this paragraph— 
(i) the term ‘‘credit score’’ means a numerical value or a 

categorization created by a third party derived from a statis-
tical tool or modeling system used by a person who makes or 
arranges a loan to predict the likelihood of certain credit be-
haviors, including default; and 

(ii) the term ‘‘residential mortgage’’ has the meaning given 
the term in section 302 of the Federal Home Loan Mortgage 
Corporation Act (12 U.S.C. 1451). 
(B) USE OF CREDIT SCORES.—The corporation shall condition 

purchase of a residential mortgage by the corporation under this 
subsection on the provision of a credit score for the borrower only 
if— 

(i) the credit score is derived from any credit scoring model 
that has been validated and approved by the corporation under 
this paragraph; and 

(ii) the corporation provides for the use of the credit score 
by all of the automated underwriting systems of the corpora-
tion and any other procedures and systems used by the cor-
poration to purchase residential mortgages that use a credit 
score. 
(C) VALIDATION AND APPROVAL PROCESS.—The corporation shall 

establish a validation and approval process for the use of credit 
score models, under which the corporation may not validate and 
approve a credit score model unless the credit score model— 

(i) satisfies minimum requirements of integrity, reliability, 
and accuracy; 
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(ii) has a historical record of measuring and predicting de-
fault rates and other credit behaviors; 

(iii) is consistent with the safe and sound operation of the 
corporation; 

(iv) complies with any standards and criteria established 
by the Director of the Federal Housing Finance Agency under 
section 1328(1) of the Federal Housing Enterprises Financial 
Safety and Soundness Act of 1992; and 

(v) satisfies any other requirements, as determined by the 
corporation. 
(D) REPLACEMENT OF CREDIT SCORE MODEL.—If the corporation 

has validated and approved 1 or more credit score models under 
subparagraph (C) and the corporation validates and approves an 
additional credit score model, the corporation may determine 
that— 

(i) the additional credit score model has replaced the credit 
score model or credit score models previously validated and ap-
proved; and 

(ii) the credit score model or credit score models previously 
validated and approved shall no longer be considered validated 
and approved for the purposes of subparagraph (B). 
(E) PUBLIC DISCLOSURE.—Upon establishing the validation and 

approval process required under subparagraph (C), the corporation 
shall make publicly available a description of the validation and 
approval process. 

(F) APPLICATION.—Not later than 30 days after the effective 
date of this paragraph, the corporation shall solicit applications 
from developers of credit scoring models for the validation and ap-
proval of those models under the process required under subpara-
graph (C). 

(G) TIMEFRAME FOR DETERMINATION; NOTICE.— 
(i) IN GENERAL.—The corporation shall make a determina-

tion with respect to any application submitted under subpara-
graph (F), and provide notice of that determination to the ap-
plicant, before a date established by the corporation that is not 
later than 180 days after the date on which an application is 
submitted to the corporation. 

(ii) EXTENSIONS.—The Director of the Federal Housing Fi-
nance Agency may authorize not more than 2 extensions of the 
date established under clause (i), each of which shall not ex-
ceed 30 days, upon a written request and a showing of good 
cause by the corporation. 

(iii) STATUS NOTICE.—The corporation shall provide notice 
to an applicant regarding the status of an application sub-
mitted under subparagraph (F) not later than 60 days after the 
date on which the application was submitted to the corpora-
tion. 

(iv) REASONS FOR DISAPPROVAL.—If an application sub-
mitted under subparagraph (F) is disapproved, the corporation 
shall provide to the applicant the reasons for the disapproval 
not later than 30 days after a determination is made under 
this subparagraph. 
(H) AUTHORITY OF DIRECTOR.—If the corporation elects to use 

a credit score model under this paragraph, the Director of the Fed-
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eral Housing Finance Agency shall require the corporation to peri-
odically review the validation and approval process required under 
subparagraph (C) as the Director determines necessary to ensure 
that the process remains appropriate and adequate and complies 
with any standards and criteria established pursuant to section 
1328(1) of the Federal Housing Enterprises Financial Safety and 
Soundness Act of 1992. 

(I) EXTENSION.—If, as of the effective date of this paragraph, 
a credit score model has not been approved under subparagraph 
(C), the corporation may use a credit score model that was in use 
before the effective date of this paragraph, if necessary to prevent 
substantial market disruptions, until the earlier of— 

(i) the date on which a credit score model is validated and 
approved under subparagraph (C); or 

(ii) the date that is 2 years after the effective date of this 
paragraph. 
(c)(1) Notwithstanding any other provision of this Act or of any 

other law, the Association is authorized under section 306 to cre-
ate, accept, execute, and otherwise administer in all respects such 
trusts, receiverships, conservatorships, liquidating or other agen-
cies, or other fiduciary and representative undertakings and activi-
ties, hereinafter in this subsection called ‘‘trusts’’, as might be ap-
propriate for financing purposes; and in relation thereto the Asso-
ciation may acquire, hold and manage, dispose of, and otherwise 
deal in any mortgages or other types of obligations in which any 
department or agency of the United States listed in paragraph (2) 
of this subsection may have a financial interest. The Association 
may join in any such undertakings and activities notwithstanding 
that it is also serving in a fiduciary or representative capacity; and 
is authorized to guarantee any participations or other instruments, 
whether evidence of property rights or debt, issued for such financ-
ing purposes. Participations or other instruments issued by the As-
sociation pursuant to this subsection shall to the same extent as 
securities which are direct obligations of or obligations guaranteed 
as to principal or interest by the United States be deemed to be ex-
empt securities within the meaning of laws administered by the Se-
curities and Exchange Commission. The amounts of any mortgages 
and other obligations acquired by the Association under section 
306, pursuant to this subsection, shall not be included in the total 
amounts set forth in section 306(c). 

(2) Subject to the limitations provided in paragraph (4) of this 
subsection, one or more trusts may be established as provided in 
this subsection by each of the following departments or agencies: 

(A) The Farmers Home Administration of the Department 
of Agriculture, but only with respect to operating loans, direct 
farm ownership loans, direct housing loans, and direct soil and 
water loans. Such trusts may not be established with respect 
to loans for housing for the elderly under sections 502 and 
515(a) of the Housing Act of 1949, nor with respect to loans for 
nonfarm recreational development. 

(B) The Department of Education, but only with respect to 
loans made by the Secretary of Education for construction of 
academic facilities, and loans to help finance student loan pro-
grams. 
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(C) The Department of Housing and Urban Development. 
(D) The Department of Veterans Affairs. 
(E) The Export-Import Bank. 
(F) The Small Business Administration. 

The head of each such department or agency, hereinafter in this 
subsection called the ‘‘trustor’’, is authorized to set aside a part or 
all of any obligations held by the trustor and subject them to a 
trust or trusts and, incident thereto, shall guarantee to the trustee 
timely payment thereof. The trust instrument may provide for the 
issuance and sale of beneficial interests or participations, by the 
trustee, in such obligations or in the right to receive interest and 
principal collections therefrom; and may provide for the substi-
tution or withdrawal of such obligations, or for the substitution of 
cash for obligations. The trust or trusts shall be exempt from all 
taxation. The trust instrument may also contain other appropriate 
provisions in keeping with the purposes of this subsection. The As-
sociation shall be named and shall act as trustee of any such trusts 
and, for the purposes thereof, the title to such obligations shall be 
deemed to have passed to the Association in trust. The trust instru-
ment shall provide that custody, control, and administration of the 
obligations shall remain in the trustor subjecting the obligations to 
the trust, subject to transfer to the trustee in event of default or 
probable default, as determined by the trustee, in the payment of 
principal and interest of the beneficial interests or participations. 
Collections from obligations subject to the trusts shall be dealt with 
as provided in the instrument creating the trust. The trust instru-
ment shall provide that the trustee will promptly pay to the trustor 
the full net proceeds of any sale of beneficial interests or participa-
tions to the extent they are based upon such obligations or collec-
tions. Such proceeds shall be dealt with as otherwise provided by 
law for sales or repayment of such obligations. The effect of both 
past and future sales of any issue of beneficial interests or partici-
pations shall be the same, to the extent of the principal of such 
issue, as the direct sale with recourse of the obligations subject to 
the trust. Any trustor creating a trust or trusts hereunder is au-
thorized to purchase, through the facilities of the trustee, out-
standing beneficial interests or participations to the extent of the 
amount of the trustor’s responsibility to the trustee on beneficial 
interests or participations outstanding, and to pay the trustor’s 
proper share of the costs and expenses incurred by the Association 
as trustee pursuant to the trust instrument. 

(3) When any trustor guarantees to the trustee the timely pay-
ment of obligations the trustor subjects to a trust pursuant to this 
subsection, and it becomes necessary for such trustor to meet his 
responsibilities under such guaranty, the trustor is authorized to 
fulfill such guaranty. 

(4) Beneficial interests or participations shall not be issued for 
the account of any trustor in an aggregate principal amount great-
er than is authorized with respect to such trustor in an appropria-
tion Act. Any such authorization shall remain available only for the 
fiscal year for which it is granted and for the succeeding fiscal 
year. 

(5) The Association, as trustee, is authorized to issue and sell 
beneficial interests or participations under this subsection, notwith-
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standing that there may be insufficiency in aggregate receipts from 
obligations subject to the related trust to provide for the payment 
by the trustee (on a timely basis out of current receipts or other-
wise) of all interest or principal on such interests or participations 
(after provision for all costs and expenses incurred by the trustee, 
fairly prorated among trustors). There are authorized to be appro-
priated without fiscal year limitation such sums as may be nec-
essary to enable any trustor to pay the trustee such insufficiency 
as the trustee may require on account of outstanding beneficial in-
terests or participations authorized to be issued pursuant to para-
graph (4) of this subsection. Such trustor shall make timely pay-
ments to the trustee from such appropriations, subject to and in ac-
cord with the trust instrument. In the event that the insufficiency 
required by the trustee is on account of principal maturities of out-
standing beneficial interests or participations authorized to be 
issued pursuant to paragraph (4) of this subsection, or pursuant 
hereto, the trustee is authorized to elect to issue additional bene-
ficial interests or participations for refinancing purposes in lieu of 
requiring any trustor or trustors to make payments to the trustee 
from appropriated funds or other sources. Each such issue of bene-
ficial interests or participations shall be in an amount determined 
by the trustee but not in excess of the aggregate amount which the 
trustee would otherwise require the trustor or trustors to pay from 
appropriated funds or other sources, and may be issued without re-
gard to the provisions of paragraph (4) of this subsection. All refi-
nancing issues of beneficial interests or participations shall be 
deemed to have been issued pursuant to the authority contained in 
the appropriation Act or Acts under which the beneficial interests 
or participations were originally issued. 

CAPITALIZATION—FEDERAL NATIONAL MORTGAGE ASSOCIATION 

SEC. 303. ø12 U.S.C. 1718¿ (a) The corporation shall have com-
mon stock, without par value, which shall be vested with all voting 
rights, each share being entitled to one vote with rights of cumu-
lative voting at all elections of directors. The corporation may 
eliminate such rights of cumulative voting by a resolution adopted 
by its board of directors and approved by the holders of a majority 
of the shares of common stock voting in person or by proxy at the 
annual meeting, or other special meeting, at which such resolution 
is considered. The corporation may have preferred stock on such 
terms and conditions as the board of directors shall prescibe. The 
free transferability of the stock at all times to any person, firm, 
corporation, or other entity shall not be restricted except that, as 
to the corporation, it shall be transferable only on the books of the 
corporation. The corporation may issue shares of common stock in 
return for appropriate payments into capital or capital and surplus. 

(b)(1) The corporation may impose charges or fees, which may 
be regarded as elements of pricing, with the objective that all costs 
and expenses of the operations of the corporation should be within 
its income derived from such operations and that such operations 
should be fully self-supporting. 

(2) All earnings from the operations of the corporation shall an-
nually be transferred to the general surplus account of the corpora-
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tion. At any time, funds of the general surplus account may, in the 
discretion of the board of directors, be transferred to reserves. 

(c)(1) Except as provided in paragraph (2), the corporation may 
make such capital distributions (as such term is defined in section 
1303 of the Federal Housing Enterprises Financial Safety and 
Soundness Act of 1992) as may be declared by the board of direc-
tors. All capital distributions shall be charged against the general 
surplus account of the corporation. 

(2) The corporation may not make any capital distribution that 
would decrease the total capital of the corporation (as such term 
is defined in section 1303 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992) to an amount less than 
the risk-based capital level for the corporation established under 
section 1361 of such Act or that would decrease the core capital of 
the corporation (as such term is defined in section 1303 of such 
Act) to an amount less than the minimum capital level for the cor-
poration established under section 1362 of such Act, without prior 
written approval of the distribution by the Director of the Federal 
Housing Finance Agency. 

(d) Notwithstanding any other provision of law, any institution, 
including a national bank or State member bank of the Federal Re-
serve System or any member of the Federal Deposit Insurance Cor-
poration, trust company, or other banking organization, organized 
under any law of the United States, including the laws relating to 
the District of Columbia, shall be authorized to purchase shares of 
common stock of the corporation and to hold or dispose of such 
stock, subject to the provisions of this title. 

SECONDARY MARKET OPERATIONS—FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 

SEC. 304. ø12 U.S.C. 1719¿ (a)(1) To carry out the purposes set 
forth in paragraph (a) of section 301, the operations of the corpora-
tion under this section shall be confined so far as practicable, to 
mortgages which are deemed by the corporation to be of such qual-
ity, type, and class as to meet, generally, the purchase standards 
imposed by private institutional mortgage investors. In the interest 
of assuring sound operation, the prices to be paid by the corpora-
tion for mortgages purchased in its secondary market operations 
under this section, should be established, from time to time, within 
the range of market prices for the particular class of mortgages in-
volved, as determined by the corporation. 

The volume of the corporation’s purchases and sales, and the 
establishment of the purchase prices, sale prices, and charges or 
fees, in its secondary market operations under this section, should 
be determined by the corporation from time to time, and such de-
terminations should be consistent with the objectives that such 
purchases and sales should be effected only at such prices and on 
such terms as will reasonably prevent excessive use of the corpora-
tion’s facilities, and that the operations of the corporation under 
this section should be within its income derived from such oper-
ations and that such operations should be fully self-supporting. 
Nothing in this title shall prohibit the corporation from purchasing, 
and making commitments to purchase, any mortgage with respect 
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to which the Secretary of Housing and Urban Development has en-
tered into a contract with the corporation to make interest subsidy 
payments under section 243 of the National Housing Act. 

(2) The volume of the corporation’s lending activities and the 
establishment of its loan ratios, interest rates, maturities, and 
charges or fees in its secondary market operations under this sec-
tion, should be determined by the corporation from time to time; 
and such determinations, in conjunction with determinations made 
under paragraph (1), should be consistent with the objectives that 
the lending activities should be conducted on such terms as will 
reasonably prevent excessive use of the corporation’s facilities, and 
that the operations of the corporation under this section should be 
within its income derived from such operations and that such oper-
ations should be fully self-supporting. The corporation shall not be 
permitted to use its lending authority (A) to advance funds to a 
mortgage seller on an interim basis, using mortgage loans as collat-
eral, pending the sale of the mortgages in the secondary market; 
or (B) to originate mortgage loans. Notwithstanding any Federal, 
State, or other law to the contrary, the corporation is hereby em-
powered, in connection with any loan under this section, whether 
before or after any default, to provide by contract with the bor-
rower for the settlement or extinguishment, upon default, of any 
redemption, equitable, legal, or other right, title, or interest of the 
borrower in any mortgage or mortgages that constitute the security 
for the loan; and with respect to any such loan, in the event of de-
fault and pursuant otherwise to the terms of the contract, the 
mortgages that constitute such security shall become the absolute 
property of the corporation. 

(b) For the purposes of this section, the corporation is author-
ized to issue, upon the approval of the Secretary of the Treasury, 
and have outstanding at any one time obligations having such ma-
turities and bearing such rate or rates of interest as may be deter-
mined by the corporation with the approval of the Secretary of the 
Treasury, to be redeemable at the option of the corporation before 
maturity in such manner as may be stipulated in such obligations. 
The corporation shall insert appropriate language in all of its obli-
gations issued under this subsection clearly indicating that such 
obligations, together with the interest thereon, are not guaranteed 
by the United States and do not constitute a debt or obligation of 
the United States or of any agency or instrumentality thereof other 
than the corporation. The corporation is authorized to purchase in 
the open market any of its obligations outstanding under this sub-
section at any time and at any price. 

(c) The Secretary of the Treasury is authorized in the Sec-
retary’s discretion to purchase any obligations issued pursuant to 
subsection (b) of this section, as now or hereafter in force, and for 
such purpose the Secretary of the Treasury is authorized to use as 
a public debt transaction the proceeds of the sale of any securities 
hereafter issued under chapter 31 of title 31, United States Code, 
and the purposes for which securities may be issued under chapter 
31 of title 31, United States Code, are extended to include such 
purchases. The Secretary of the Treasury shall not at any time 
purchase any obligations under this subsection if such purchase 
would increase the aggregate principal amount of the Secretary’s 
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then outstanding holding of such obligations under this subsection 
to an amount greater than $2,250,000,000. Each purchase of obli-
gations by the Secretary of the Treasury under this subsection 
shall be upon such terms and conditions as to yield a return at a 
rate determined by the Secretary of the Treasury, taking into con-
sideration the current average rate on outstanding marketable obli-
gations of the United States as of the last day of the month pre-
ceding the making of such purchase. The Secretary of the Treasury 
may, at any time, sell, upon such terms and conditions and at such 
price or prices as the Secretary shall determine, any of the obliga-
tions acquired by the Secretary under this subsection. All redemp-
tions, purchases and sales by the Secretary of the Treasury of such 
obligations under this subsection shall be treated as public debt 
transactions of the United States. 

(d) To provide a greater degree of liquidity to the mortgage in-
vestment market and an additional means of financing its oper-
ations under this section, the corporation is authorized to set aside 
any mortgages held by it under this section, and, upon approval of 
the Secretary of the Treasury, to issue and sell securities based 
upon the mortgages so set aside. Securities issued under this sub-
section may be in the form of debt obligations or trust certificates 
of beneficial interest, or both. Securities issued under this sub-
section shall have such maturities and bear such rate or rates of 
interest as may be determined by the corporation with the approval 
of the Secretary of the Treasury. Securities issued by the corpora-
tion under this subsection shall, to the same extent as securities 
which are direct obligations of or obligations guaranteed as to prin-
cipal and interest by the United States, be deemed to be exempt 
securities within the meaning of laws administered by the Securi-
ties and Exchange Commission. Mortgages set aside pursuant to 
this subsection shall at all times be adequate to enable the corpora-
tion to make timely principal and interest payments on the securi-
ties issued and sold pursuant to this subsection. The corporation 
shall insert appropriate language in all of the securities issued 
under this subsection clearly indicating that such securities, to-
gether with the interest thereon, are not guaranteed by the United 
States and do not constitute a debt or obligation of the United 
States or any agency or instrumentality thereof other than the cor-
poration. 

(e) For the purposes of this section, the corporation is author-
ized to issue, upon the approval of the Secretary of the Treasury, 
obligations which are subordinated to any or all other obligations 
of the corporation, including subsequent obligations. The obliga-
tions issued under this subsection shall have such maturities and 
bear such rate or rates of interest as may be determined by the cor-
poration with the approval of the Secretary of the Treasury and 
may be made redeemable at the option of the corporation before 
maturity in such manner as may be stipulated in such obligations. 
Any of such obligations may be made convertible into shares of 
common stock in such manner, at such price or prices, and at such 
time or times as may be stipulated therein. Obligations issued by 
the corporation under this subsection shall, to the same extent as 
securities which are direct obligations of or obligations guaranteed 
as to principal or interest by the United States, be deemed to be 
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exempt securities within the meaning of laws administered by the 
Securities and Exchange Commission. The corporation shall insert 
appropriate language in all of its obligations issued under this sub-
section clearly indicating that such obligations, together with the 
interest thereon, are not guaranteed by the United States and do 
not constitute a debt or obligation of the United States or of any 
agency or instrumentality thereof other than the corporation. The 
corporation is authorized to purchase in the open market any of its 
obligations outstanding under this subsection at any time and at 
any price. 

(f) Except for fees paid pursuant to section 309(g) of this Act 
and assessments pursuant to section 1316 of the Federal Housing 
Enterprises Financial Safety and Soundness Act of 1992, no fee or 
charge may be assessed or collected by the United States (including 
any executive department, agency, or independent establishment of 
the United States) on or with regard to the purchase, acquisition, 
sale, pledge, issuance, guarantee, or redemption of any mortgage, 
asset, obligation, trust certificate of beneficial interest, or other se-
curity by the corporation. No provision of this subsection shall af-
fect the purchase of any obligation by the Secretary of the Treasury 
pursuant to subsection (c). 

(g) TEMPORARY AUTHORITY OF TREASURY TO PURCHASE OBLIGA-
TIONS AND SECURITIES; CONDITIONS.— 

(1) AUTHORITY TO PURCHASE.— 
(A) GENERAL AUTHORITY.—In addition to the authority 

under subsection (c) of this section, the Secretary of the 
Treasury is authorized to purchase any obligations and 
other securities issued by the corporation under any sec-
tion of this Act, on such terms and conditions as the Sec-
retary may determine and in such amounts as the Sec-
retary may determine. Nothing in this subsection requires 
the corporation to issue obligations or securities to the Sec-
retary without mutual agreement between the Secretary 
and the corporation. Nothing in this subsection permits or 
authorizes the Secretary, without the agreement of the 
corporation, to engage in open market purchases of the 
common securities of the corporation. 

(B) EMERGENCY DETERMINATION REQUIRED.—In con-
nection with any use of this authority, the Secretary must 
determine that such actions are necessary to— 

(i) provide stability to the financial markets; 
(ii) prevent disruptions in the availability of mort-

gage finance; and 
(iii) protect the taxpayer. 

(C) CONSIDERATIONS.—To protect the taxpayers, the 
Secretary of the Treasury shall take into consideration the 
following in connection with exercising the authority con-
tained in this paragraph: 

(i) The need for preferences or priorities regarding 
payments to the Government. 

(ii) Limits on maturity or disposition of obligations 
or securities to be purchased. 
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112 So in law. Probably should refer to title 31, United States Code. 

(iii) The corporation’s plan for the orderly resump-
tion of private market funding or capital market ac-
cess. 

(iv) The probability of the corporation fulfilling the 
terms of any such obligation or other security, includ-
ing repayment. 

(v) The need to maintain the corporation’s status 
as a private shareholder-owned company. 

(vi) Restrictions on the use of corporation re-
sources, including limitations on the payment of divi-
dends and executive compensation and any such other 
terms and conditions as appropriate for those pur-
poses. 
(D) REPORTS TO CONGRESS.—Upon exercise of this au-

thority, the Secretary shall report to the Committees on 
the Budget, Financial Services, and Ways and Means of 
the House of Representatives and the Committees on the 
Budget, Finance, and Banking, Housing, and Urban Af-
fairs of the Senate as to the necessity for the purchase and 
the determinations made by the Secretary under subpara-
graph (B) and with respect to the considerations required 
under subparagraph (C), and the size, terms, and prob-
ability of repayment or fulfillment of other terms of such 
purchase. 
(2) RIGHTS; SALE OF OBLIGATIONS AND SECURITIES.— 

(A) EXERCISE OF RIGHTS.—The Secretary of the Treas-
ury may, at any time, exercise any rights received in con-
nection with such purchases. 

(B) SALE OF OBLIGATION AND SECURITIES.—The Sec-
retary of the Treasury may, at any time, subject to the 
terms of the security or otherwise upon terms and condi-
tions and at prices determined by the Secretary, sell any 
obligation or security acquired by the Secretary under this 
subsection. 

(C) DEFICIT REDUCTION.—The Secretary of the Treas-
ury shall deposit in the General Fund of the Treasury any 
amounts received by the Secretary from the sale of any ob-
ligation acquired by the Secretary under this subsection, 
where such amounts shall be— 

(i) dedicated for the sole purpose of deficit reduc-
tion; and 

(ii) prohibited from use as an offset for other 
spending increases or revenue reductions. 
(D) APPLICATION OF SUNSET TO PURCHASED OBLIGA-

TIONS OR SECURITIES.—The authority of the Secretary of 
the Treasury to hold, exercise any rights received in con-
nection with, or sell, any obligations or securities pur-
chased is not subject to the provisions of paragraph (4). 
(3) FUNDING.—For the purpose of the authorities granted 

in this subsection, the Secretary of the Treasury may use the 
proceeds of the sale of any securities issued under chapter 31 
of Title 31, 112 and the purposes for which securities may be 
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issued under chapter 31 of Title 31 112 are extended to include 
such purchases and the exercise of any rights in connection 
with such purchases. Any funds expended for the purchase of, 
or modifications to, obligations and securities, or the exercise 
of any rights received in connection with such purchases under 
this subsection shall be deemed appropriated at the time of 
such purchase, modification, or exercise. 

(4) TERMINATION OF AUTHORITY.—The authority under this 
subsection (g), with the exception of paragraphs (2) and (3) of 
this subsection, shall expire December 31, 2009. 

(5) AUTHORITY OF THE DIRECTOR WITH RESPECT TO EXECU-
TIVE COMPENSATION.—The Director shall have the power to ap-
prove, disapprove, or modify the executive compensation of the 
corporation, as defined under Regulation S-K, 17 C.F.R. 229. 

ø SPECIAL ASSISTANCE FUNCTIONS—GOVERNMENT NATIONAL 
MORTGAGE ASSOCIATION ¿ 

øSEC. 305. øRepealed.¿ ¿ 

MANAGEMENT AND LIQUIDATION FUNCTIONS—GOVERNMENT 
NATIONAL MORTGAGE ASSOCIATION 

SEC. 306. ø12 U.S.C. 1721¿ (a) To carry out the purposes set 
forth in paragraph (c) of section 301, the Association is authorized 
and directed, as of the close of the cutoff date determined by the 
Association pursuant to section 303(d) of this title, to establish sep-
arate accountability for all of its assets and liabilities (exclusive of 
capital, surplus, surplus reserves, and undistributed earnings to be 
evidenced by preferred stock as provided in section 303(d) hereof, 
but inclusive of all rights and obligations under any outstanding 
contracts), and to maintain such separate accountability for the 
management and orderly liquidation of such assets and liabilities 
as provided in this section. 

(b) For the purposes of this section and to assure that, to the 
maximum extent, and as rapidly as possible, private financing will 
be substituted for Treasury borrowings otherwise required to carry 
mortgages held under the aforesaid separate accountability, the As-
sociation is authorized to issue, upon the approval of the Secretary 
of the Treasury, and have outstanding at any one time obligations 
having such maturities and bearing such rate or rates of interest 
as may be determined by the Association with the approval of the 
Secretary of the Treasury, to be redeemable at the option, of the 
Association before maturity in such manner as may be stipulated 
in such obligations; but in no event shall any such obligations be 
issued if, at the time of such proposed issuance, and as a con-
sequence thereof, the resulting aggregate amount of its outstanding 
obligations under this subsection would exceed the amount of the 
Association’s ownership under the aforesaid separate account-
ability, free from any liens or encumbrances, of cash, mortgages, 
and obligations of the United States or guaranteed thereby, or obli-
gations, participations, or other instruments which are lawful in-
vestments for fiduciary, trust, or public funds. The proceeds of any 
private financing effected under this subsection shall be paid to the 
Secretary of the Treasury in reduction of the indebtedness of the 
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Association to the Secretary of the Treasury under the aforesaid 
separate accountability. The Association shall insert appropriate 
language in all of its obligations issued under this subsection clear-
ly indicating that such obligations, together with the interest there-
on, are not guaranteed by the United States and do not constitute 
a debt or obligation of the United States or of any agency or instru-
mentality thereof other than the Association. The Association is au-
thorized to purchase in the open market any of its obligations out-
standing under this subsection at any time and at any price. 

(c) No mortgage shall be purchased by the Association in its 
operations under this section except pursuant to and in accordance 
with the terms of a contract or commitment to purchase the same 
made prior to the cutoff date provided for in section 303(d), which 
contract or commitment became a part of the aforesaid separate ac-
countability, and the total amount of mortgages and commitments 
held by the Association under this section shall not, in any event, 
exceed $3,350,000,000: Provided, That such maximum amount 
shall be progressively reduced by the amount of cash realizations 
on account of principal of mortgages held under the aforesaid sepa-
rate accountability and by cancellation of any commitments to pur-
chase mortgages thereunder, as reflected by the books of the Asso-
ciation, with the objective that the entire aforesaid maximum 
amount shall be eliminated with the orderly liquidation of all mort-
gages held under the aforesaid separate accountability: And pro-
vided further, That nothing in this subsection shall preclude the 
Association from granting such usual and customary increases in 
the amounts of outstanding commitments (resulting from increased 
costs or otherwise) as have theretofore been covered by like in-
creases in commitments granted by the agencies of the Federal 
Government insuring or guaranteeing the mortgages. There shall 
be excluded from the total amounts set forth in this subsection the 
amounts of any mortgages which, subsequent to May 31, 1954, are 
transferred by law to the Association and held under the aforesaid 
separate accountability. 

(d) The Association may issue to the Secretary of the Treasury 
its obligations in an amount outstanding at any one time sufficient 
to enable the Association to carry out it functions under this sec-
tion, such obligations to mature not more than five years from their 
respective dates of issue, to be redeemable at the option of the As-
sociation before maturity in such manner as may be stipulated in 
such obligations. Each such obligation shall bear interest at a rate 
determined by the Secretary of the Treasury, taking into consider-
ation the current average rate on outstanding marketable obliga-
tions of the United States as of the last day of the month preceding 
the issuance of the obligation of the Association. The Secretary of 
the Treasury is authorized to purchase any obligations of the Asso-
ciation to be issued under this section, and for such purpose the 
Secretary of the Treasury is authorized to use as a public debt 
transaction the proceeds from the sale of any securities issued 
under chapter 31 of title 31, United States Code, and the purposes 
for which securities may be issued under chapter 31 of title 31, 
United States Code, are extended to include any purchases of the 
Association’s obligations hereunder. 
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113 Section 306(b) of the Housing Act of 1959, Pub. L. 86–372, approved September 23, 1959, 
12 U.S.C. 1721 note, provides as follows: 

‘‘(b) In connection with the sale of any mortgages to the Federal National Mortgage Associa-
tion pursuant to section 306(e) of the Federal National Mortgage Association Charter Act, the 
Housing and Home Finance Administrator is authorized and any other official unit, or agency 
selling such mortgages thereunder is directed, to transfer to the Association from time to time, 
from authorizations, limitations, and funds available for administrative expenses of such official, 
unit, or agency in connection with the same mortgages, such amounts thereof as said Adminis-
trator determines to be required for administrative expenses of the Association in connection 
with the purchase, servicing, and sale of such mortgages: Provided, That no such transfer shall 
be made after a budget estimate of the Association with respect to the same mortgages has been 
submitted to and finally acted upon by the Congress.’’. 

(e) Notwithstanding any other provision of law, the Association 
is authorized, under the aforesaid separate accountability, to make 
commitments to purchase, and to purchase, service, or sell any obli-
gations offered to it by the Secretary of Housing and Urban Devel-
opment, or any mortgages covering residential property offered to 
it by any Federal instrumentality, or the head thereof. 113 There 
shall be excluded from the total amounts set forth in subsetion (c) 
the amounts of any obligations or mortgages purchased by the As-
sociation pursuant to this subsection. 

(f) Notwithstanding any of the provisions of this Act or of any 
other law, an amount equal to the net decrease for the preceding 
fiscal year in the aggregate principal amount of all mortgages 
owned by the Association under this section shall, as of July 1 of 
each of the years 1961 through 1964, be transferred to and merged 
with the authority provided under section 305(a), and the amount 
of such authority as specified in section 305(c) shall be increased 
by an amount so transferred. 

(g)(1) The Association is authorized, upon such terms and con-
ditions as it may deem appropriate, to guarantee the timely pay-
ment of principal of and interest on such trust certificates or other 
securities as shall (i) be issued by the corporation under section 
304(d), or by any other issuer approved for the purposes of this 
subsection by the Association, and (ii) be based on and backed by 
a trust or pool composed of mortgages which are insured under the 
National Housing Act, or which are insured or guaranteed under 
the Servicemen’s Readjustment Act of 1944, title V of the Housing 
Act of 1949, or chapter 37 of title 38, United States Code; or guar-
anteed under section 184 of the Housing and Community Develop-
ment Act of 1992. The Association shall collect from the issuer a 
reasonable fee for any guaranty under this subsection and shall 
make such charges as it may determine to be reasonable for the 
analysis of any trust or other security arrangement proposed by the 
issuer. In the event the issuer is unable to make any payment of 
principal of or interest on any security guaranteed under this sub-
section, the Association shall make such payment as and when due 
in cash, and thereupon shall be subrogated fully to the rights satis-
fied by such payment. In any case in which (I) Federal law requires 
the reduction of the interest rate on any mortgage backing a secu-
rity guaranteed under this subsection, (II) the mortgagor under the 
mortgage is a person in the military service, and (III) the issuer 
of such security fails to receive from the mortgagor the full amount 
of interest payment due, the Association may make payments of in-
terest on the security in amounts not exceeding the difference be-
tween the amount payable under the interest rate on the mortgage 
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and the amount of interest actually paid by the mortgagor. The As-
sociation is hereby empowered, in connection with any guaranty 
under this subsection, whether before or after any default, to pro-
vide by contract with the issuer for the extinguishment, upon de-
fault by the issuer, of any redemption, equitable, legal, or other 
right, title, or interest of the issuer in any mortgage or mortgages 
constituting the trust or pool against which the guaranteed securi-
ties are issued; and with respect to any issue of guaranteed securi-
ties, in the event of default and pursuant otherwise to the terms 
of the contract, the mortgages that constitute such trust or pool 
shall become the absolute property of the Association subject only 
to the unsatisfied rights of the holders of the securities based on 
and backed by such trust or pool. No State or local law, and no 
Federal law (except Federal law enacted expressly in limitation of 
this subsection after the effective date of this sentence), shall pre-
clude or limit the exercise by the Association of (A) its power to 
contract with the issuer on the terms stated in the preceding sen-
tence, (B) its rights to enforce any such contract with the issuer, 
or (C) its ownership rights, as provided in the preceding sentence, 
in the mortgages constituting the trust or pool against which the 
guaranteed securities are issued. The full faith and credit of the 
United States is pledged to the payment of all amounts which may 
be required to be paid under any guaranty under this subsection. 
There shall be excluded from the total amounts set forth in sub-
section (c) the amounts of any mortgages acquired by the Associa-
tion as a result of its operations under this subsection. 

(2) Notwithstanding any other provision of law and subject 
only to the absence of qualified requests for guarantees, to the au-
thority provided in this subsection, and to the extent of or in such 
amounts as any funding limitation approved in appropriation Acts, 
the Association shall enter into commitments to issue guarantees 
under this subsection in an aggregate amount of $110,000,000,000 
during fiscal year 1996. There are authorized to be appropriated to 
cover the costs (as such term is defined in section 502 of the Con-
gressional Budget Act of 1974) of guarantees issued under this Act 
by the Association such sums as may be necessary for fiscal year 
1996. 

(3)(A) No fee or charge in excess of 6 basis points may be as-
sessed or collected by the United States (including any executive 
department, agency, or independent establishment of the United 
States) on or with regard to any guaranty of the timely payment 
of principal or interest on securities or notes based on or backed 
by mortgages that are secured by 1- to 4-family dwellings and (i) 
insured by the Federal Housing Administration under title II of the 
National Housing Act; or (ii) insured or guaranteed under the Serv-
iceman’s Readjustment Act of 1944, chapter 37 of title 38, United 
States Code, or title V of the Housing Act of 1949. 

(B) The fees charged for the guaranty of securities or on notes 
based on or backed by mortgages not referred to in subparagraph 
(A), as authorized by other provisions of law, shall be set by the 
Association at a level not more than necessary to create reserves 
sufficient to meet anticipated claims based upon actuarial analysis, 
and for no other purpose. 
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114 The Departments of Veterans Affairs and Housing and Urban Development, and Inde-
pendent Agencies Appropriations Act, 1995, Pub. L. 103–327, 108 Stat. 2315, provides as fol-
lows: 

‘‘Beginning fiscal year 1995, the Government National Mortgage Association shall permit 
Ginnie Mae II mortgage-backed securities to be eligible as collateral for multiclass securities 
that such Association guarantees, in accordance with the Notice published at 59 Fed. Reg. 27290 
(May 26, 1994) and successor Notices.’’. 

(C) Fees or charges for the issuance of commitments or mis-
cellaneous administrative fees of the Association shall not be on a 
competitive auction basis and shall remain at the level set for such 
fees or charges as of September 1, 1985, except that such fees or 
charges may be increased if reasonably related to the cost of ad-
ministering the program, and for no other purpose. 

(D) Not less than 90 days before increasing any fee or charge 
under subparagraph (B) or (C), the Secretary shall submit to the 
Congress a certification that such increase is solely for the purpose 
specified in such subparagraph. 

(E)(i) Notwithstanding subparagraphs (A) through (D), fees 
charged for the guarantee of, or commitment to guarantee, 
multiclass securities backed by a trust or pool of securities or notes 
guaranteed by the Association under this subsection, and other re-
lated fees shall be charged by the Association in an amount the As-
sociation deems appropriate. The Association shall take such action 
as may be necessary to reasonably assure that such portion of the 
benefit, resulting from the Association’s multiclass securities pro-
gram, as the Association determines is appropriate accrues to mort-
gagors who execute eligible mortgages after the date of the enact-
ment of this subparagraph. 

(ii) The Association shall provide for the initial implementation 
of the program for which fees are charged under the first sentence 
of clause (i) by notice published in the Federal Register. The notice 
shall be effective upon publication and shall provide an opportunity 
for public comment. Not later than 12 months after publication of 
the notice, the Association shall issue regulations for such program 
based on the notice, comments received, and the experience of the 
Association in carrying out the program during such period. 

(iii) The Association shall consult with persons or entities in 
such manner as the Association deems appropriate to ensure the 
efficient commencement and operation of the multiclass securities 
program. 

(iv) No State or local law, and no Federal law (except Federal 
law enacted expressly in limitation of this clause after the effective 
date of this subparagraph) shall preclude or limit the exercise by 
the Association of its power to contract with persons or entities, 
and its rights to enforce such contracts, for the purpose of ensuring 
the efficient commencement and continued operation of the 
multiclass securities program. 114 

SEPARATE ACCOUNTABILITY 

SEC. 307. ø12 U.S.C. 1722¿ All of the benefits and burdens in-
cident to the administration of the functions and operations of the 
Association under sections 305 and 306, respectively, of this title, 
after allowance for related obligations of the Association, its pro-
rated expenses, and the like, including amounts required for the es-
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tablishment of such reserves as the Secretary of Housing and 
Urban Development shall deem appropriate, shall inure solely to 
the Secretary of the Treasury, and such related earnings or other 
amounts as become available shall be paid annually by the Associa-
tion to the Secretary of the Treasury for covering into miscella-
neous receipts. 

MANAGEMENT 

SEC. 308. ø12 U.S.C. 1723¿ (a) All the powers and duties of the 
Government National Mortgage Association shall be vested in the 
Secretary of Housing and Urban Development and the Association 
shall be administered under the direction of the Secretary. Within 
the limitations of law, the Secretary shall determine the general 
policies which shall govern the operations of the Association, and 
shall have power to adopt, amend and repeal by laws governing the 
performance of the powers and duties granted to or imposed upon 
it by law. 

There is hereby established in the Department of Housing and 
Urban Development the position of President, Government Na-
tional Mortgage Association, who shall be appointed by the Presi-
dent, by and with the advice and consent of the Senate. The Sec-
retary shall select and effect the appointment of qualified persons 
to fill the offices of vice president, and such other offices as may 
be provided for in the bylaws. Persons appointed under the pre-
ceding sentence shall perform such executive functions, powers, 
and duties as may be prescribed by the bylaws or by the Secretary, 
and such persons shall be executive officers of the Association and 
shall discharge all such executive functions, powers, and duties. 

(b) The Federal National Mortgage Association shall have a 
board of directors, which shall consist of 13 persons, or such other 
number that the Director determines appropriate, who shall be 
elected annually by the common stockholders. Except to the extent 
that action under section 1377 of the Federal Housing Enterprises 
Financial Safety and Soundness Act of 1992 temporarily results in 
a lesser number, the board shall at all times have as members at 
least one person from the homebuilding industry, at least one per-
son from the mortgage lending industry, at least one person from 
the real estate industry, and at least one person from an organiza-
tion that has represented consumer or community interests for not 
less than 2 years or one person who has demonstrated a career 
commitment to the provision of housing for low-income households. 
Each member of the board of directors shall be elected for a term 
ending on the date of the next annual meeting of the stockholders. 
Any seat on the board which becomes vacant after the annual elec-
tion of the directors shall be filled by the board, but only for the 
unexpired portion of the term. Within the limitations of law and 
regulation, the board shall determine the general policies which 
shall govern the operations of the corporation, and shall have 
power to adopt, amend, and repeal by laws governing the perform-
ance of the powers and duties granted to or imposed upon it by 
law. The board of directors shall select and effect the appointment 
of qualified persons to fill the offices of president and vice presi-
dent, and such other offices as may be provided for in the bylaws. 
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Any member of the board who is a full-time officer or employee of 
the Federal Government shall not, as such member, receive com-
pensation for his services. 

GENERAL POWERS 

SEC. 309. ø12 U.S.C. 1723a¿ (a) Each of the bodies corporate 
named in section 302(a)(2) shall have power to adopt, alter, and 
use a corporate seal, which shall be judicially noted; to enter into 
and perform contracts, leases, cooperative agreements, or other 
transactions, on such terms as it may deem appropriate, with any 
agency or instrumentality of the United States, or with any State, 
Territory, or possession, or the Commonwealth of Puerto Rico, or 
with any political subdivision thereof, or with any person, firm, as-
sociation, or corporation; to execute, in accordance with its bylaws, 
all instruments necessary or appropriate in the exercise of any of 
its powers; in its corporate name, to sue and to be sued, and to 
complain and to defend, in any court of competent jurisdiction, 
State or Federal, but no attachment, injunction, or other similar 
process, mesne or final, shall be issued against the property of the 
Association or against the Association with respect to its property; 
to conduct its business without regard to any qualification or simi-
lar statute in any State of the United States, including the District 
of Columbia, the Commonwealth of Puerto Rico, and the Territories 
and possessions of the United States; to lease, purchase, or acquire 
any property, real, personal, or mixed, or any interest therein, to 
hold, rent, maintain, modernize, renovate, improve, use, and oper-
ate such property, and to sell, for cash or credit, lease, or otherwise 
dispose of the same, at such time and in such manner as and to 
the extent that the Association may deem necessary or appropriate; 
to prescribe, repeal, and amend or modify, rules, regulations, or re-
quirements governing the manner in which its general business 
may be conducted; to accept gifts or donations or services, or of 
property, real, personal, or mixed, tangible, or intangible, in aid of 
any of its purposes; and to do all things as are necessary or inci-
dental to the proper management of its affairs and the proper con-
duct of its business. 

(b) Except as may be otherwise provided in this title, in chap-
ter 91 of title 31, United States Code, or in other laws specifically 
applicable to Government corporations, the Association shall deter-
mine the necessity for and the character and amount of its obliga-
tions and expenditures and the manner in which they shall be in-
curred, allowed, paid, and accounted for. 

(c)(1) The Association, including its franchise, capital, reserves, 
surplus, mortgages or other security holdings, and income shall be 
exempt from all taxation now or hereafter imposed by the United 
States, by any territory, dependency, or possession thereof, or by 
any State, county, municipality, or local taxing authority, except 
that any real property of the Association shall be subject to State, 
territorial, county, municipal, or local taxation to the same extent 
according to its value as other real property is taxed. 

(2) The corporation, including its franchise, capital, reserves, 
surplus, mortgages or other security holdings, and income, shall be 
exempt from all taxation now or hereafter imposed by any State, 
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territory, possession, Commonwealth, or dependency of the United 
States, or by the District of Columbia, or by any county, munici-
pality, or local taxing authority, except that any real property of 
the corporation shall be subject to State, territorial, county, munic-
ipal, or local taxation to the same extent as other real property is 
taxed. 

(d)(1) Subject to the provisions of section 308(a), the Secretary 
of Housing and Urban Development shall have power to select and 
appoint or employ such officers, attorneys, employees, and agents 
of the Association, to vest them with such powers and duties, and 
to fix and to cause the Association to pay such compensation to 
them for their services, as he may determine, subject to the civil 
service and classification laws. Bonds may be required for the 
faithful performance of their duties, and the Association may pay 
the premiums therefor. With the consent of any Government cor-
poration or Federal Reserve bank, or of any board, commission, 
independent establishment, or executive department of the Govern-
ment, the Association may avail itself on a reimbursable basis of 
the use of information, services, facilities, officers, and employees 
thereof, including any field service thereof, in carrying out the pro-
visions of this title. 

(2) The board of directors of the corporation shall have the 
power to select and appoint or employ such officers, attorneys, em-
ployees, and agents, to vest them with such powers and duties, and 
to fix and to cause the corporation to pay such compensation to 
them for their services, as the board of directors determines rea-
sonable and comparable with compensation for employment in 
other similar businesses (including other publicly held financial in-
stitutions or major financial services companies) involving similar 
duties and responsibilities, except that a significant portion of po-
tential compensation of all executive officers (as such term is de-
fined in paragraph (3)(C)) of the corporation shall be based on the 
performance of the corporation; and any such action shall be with-
out regard to the Federal civil service and classification laws. Ap-
pointments, promotions, and separations so made shall be based on 
merit and efficiency, and no political tests or qualifications shall be 
permitted or given consideration. Each officer and employee of the 
corporation who is employed by the corporation prior to January 
31, 1972 and who on the day previous to the beginning of such em-
ployment will have been subject to the civil service retirement law 
(subch. III of ch. 83 of title 5, United States Code) shall, so long 
as the employment of such officer or employee by the corporation 
continues without a break in continuity of service, continue to be 
subject to such law; and for the purpose of such law the employ-
ment of such officer or employee by the corporation without a break 
in continuity of service shall be deemed to be employment by the 
Government of the United States. The corporation shall contribute 
to the Civil Service Retirement and Disability Fund a sum as pro-
vided by section 8334(a) of title 5, United States Code, except that 
such sum shall be determined by applying to the total basic pay (as 
defined in 5 U.S.C. 8331(3) and except as hereinafter provided) 
paid to the employees of the corporation who are covered by the 
civil service retirement law, the per centum rate determined annu-
ally by the United States Civil Service Commission to be the excess 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00198 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



199 Sec. 309 NATIONAL HOUSING ACT 

115 Section 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, Finance 
and Urban Affairs of the House of Representatives shall be treated as referring to the Com-
mittee on Banking and Financial Services of the House of Representatives’’. However, H. Res. 
5, 107th Congress, agreed to on January 3, 2001, abolished the Committee on Banking and Fi-
nancial Services and established the Committee on Financial Services, which has jurisdiction 
over many of the areas previously under the jurisdiction of the Committee on Banking and Fi-
nancial Services. 

116 October 28, 1992. 

of the total normal cost per centum rate of the civil service retire-
ment system over the employee deduction rate specified in section 
8334(a) of title 5, United States Code. The corporation shall also 
pay into the Civil Service Retirement and Disability Fund such 
portion of the cost of administration of the fund as is determined 
by the United States Civil Service Commission to be attributable 
to its employees. Notwithstanding the foregoing provisions, there 
shall not be considered for the purposes of the civil service retire-
ment law that portion of the basic pay in any one year of any offi-
cer or employee of the corporation which exceeds the basic pay pro-
vided for positions listed in section 5312 of title 5, United States 
Code, on the last day of such year: Provided, That with respect to 
any person whose employment is made subject to the civil service 
retirement law by section 806 of the Housing and Community De-
velopment Act of 1974, there shall not be considered for the pur-
poses of such law that portion of the basic pay of such person in 
any one year which exceeds the basic pay provided for positions 
listed in section 5316 of such title 5 on the last day of such year; 
except as provided in this subsection, the corporation shall not be 
subject to the provisions of title 5, United States Code. 

(3)(A) Not later than June 30, 1993, and annually thereafter, 
the corporation shall submit a report to the Committee on Banking, 
Finance and Urban Affairs of the House of Representatives 115 and 
the Committee on Banking, Housing, and Urban Affairs of the Sen-
ate on (i) the comparability of the compensation policies of the cor-
poration with the compensation policies of other similar businesses, 
(ii) in the aggregate, the percentage of total cash compensation and 
payments under employee benefit plans (which shall be defined in 
a manner consistent with the corporation’s proxy statement for the 
annual meeting of shareholders for the preceding year) earned by 
executive officers of the corporation during the preceding year that 
was based on the corporation’s performance, and (iii) the com-
parability of the corporation’s financial performance with the per-
formance of other similar businesses. The report shall include a 
copy of the corporation’s proxy statement for the annual meeting 
of shareholders for the preceding year. 

(B) Notwithstanding the first sentence of paragraph (2), after 
the date of the enactment of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 116, the corporation may 
not enter into any agreement or contract to provide any payment 
of money or other thing of current or potential value in connection 
with the termination of employment of any executive officer of the 
corporation, unless such agreement or contract is approved in ad-
vance by the Director of the Federal Housing Finance Agency. The 
Director may not approve any such agreement or contract unless 
the Director determines that the benefits provided under the agree-

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00199 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



200 Sec. 309 NATIONAL HOUSING ACT 

ment or contract are comparable to benefits under such agreements 
for officers of other public and private entities involved in financial 
services and housing interests who have comparable duties and re-
sponsibilities. For purposes of this subparagraph, any renegoti-
ation, amendment, or change after such date of enactment to any 
such agreement or contract entered into on or before such date of 
enactment shall be considered entering into an agreement or con-
tract. 

(C) For purposes of this paragraph, the term ‘‘executive officer’’ 
has the meaning given the term in section 1303 of the Federal 
Housing Enterprises Financial Safety and Soundness Act of 1992. 

(4) Notwithstanding any other provision of this section, the cor-
poration shall not transfer, disburse, or pay compensation to any 
executive officer, or enter into an agreement with such executive of-
ficer, without the approval of the Director, for matters being re-
viewed under section 1318 of the Federal Housing Enterprises Fi-
nancial Safety and Soundness Act of 1992 (12 U.S.C. 4518). 

(e) No individual, association, partnership, or corporation, ex-
cept the bodies corporate named in section 302(a)(2) of this title, 
shall hereafter use the words ‘‘Federal National Mortgage Associa-
tion’’, ‘‘Government National Mortgage Association’’ or any com-
bination of such words, as the name or a part thereof under which 
the individual, association, partnership, or corporation shall do 
business. Violations of the foregoing sentence may be enjoyed by 
any court of general jurisdiction at the suit of the proper body cor-
porate. In any such suit, the plaintiff may recover any actual dam-
ages flowing from such violations, and, in addition, shall be entitled 
to punitive damages (regardless of the existence or nonexistence of 
actual damages) of not exceeding $100 for each day during which 
such violation is committed or repeated. 

(f) In order that the Association may be supplied with such 
forms of obligations or certificates as it may need for issuance 
under this title, the Secretary of the Treasury is authorized, upon 
request of the Association, to prepare such forms as shall be suit-
able and approved by the Association, to be held in the Treasury 
subject to delivery, upon order of the Association. The engraved 
plates, dies, bed-pieces, and other material executed in connection 
therewith shall remain in the custody of the Secretary of the Treas-
ury. The Association shall reimburse the Secretary of the Treasury 
for any expenses incurred in the preparation, custody, and delivery 
of such forms. 

(g) The Federal Reserve banks are authorized and directed to 
act as depositaries, custodians, and fiscal agents for each of the 
bodies corporate named in section 302(a)(2), for its own account or 
as fiduciary, and such banks shall be reimbursed for such services 
in such manner as may be agreed upon; and each of such bodies 
corporate may itself act in such capacities, for its own account or 
as fiduciary, and for the account of others. 

ø(h) øRepealed.¿ 
ø(i) øRepealed.¿ 
(j)(1) The programs, activities, receipts, expenditures, and fi-

nancial transactions of the corporation shall be subject to audit by 
the Comptroller General of the United States under such rules and 
regulations as may be prescribed by the Comptroller General. The 
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117 Section 8(a) of the GAO Human Capital Reform Act, Public Law 108–271, 118 Stat. 814, 
approved July 7, 2004, redesignated the General Accounting Office as the Government Account-
ability Office. Subsection (b) of such section (31 U.S.C. 702 note) provides that ‘‘[a]ny reference 
to the General Accounting Office in any law, rule, regulation, certificate, directive, instruction, 
or other official paper in force on the date of enactment of this Act shall be considered to refer 
and apply to the Government Accountability Office.’’. 

118 Section 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, Finance 
and Urban Affairs of the House of Representatives shall be treated as referring to the Com-
mittee on Banking and Financial Services of the House of Representatives’’. However, H. Res. 
5, 107th Congress, agreed to on January 3, 2001, abolished the Committee on Banking and Fi-
nancial Services and established the Committee on Financial Services, which has jurisdiction 
over many of the areas previously under the jurisdiction of the Committee on Banking and Fi-
nancial Services. 

representatives of the General Accounting Office 117 shall have ac-
cess to such books, accounts, financial records, reports, files, and 
such other papers, things, or property belonging to or in use by the 
corporation and necessary to facilitate the audit, and they shall be 
afforded full facilities for verifying transactions with the balances 
or securities held by depositories, fiscal agents, and custodians. A 
report on each such audit shall be made by the Comptroller Gen-
eral to the Congress. The corporation shall reimburse the General 
Accounting Office 117 for the full cost of any such audit as billed 
therefor by the Comptroller General. 

(2) To carry out this subsection, the representatives of the Gen-
eral Accounting Office 118 shall have access, upon request to the 
corporation or any auditor for an audit of the corporation under 
subsection (l), to any books, accounts, financial records, reports, 
files, or other papers, things, or property belonging to or in use by 
the corporation and used in any such audit and to any papers, 
records, files, and reports of the auditor used in such an audit. 

(k)(1) The corporation shall submit to the Director of the Fed-
eral Housing Finance Agency annual and quarterly reports of the 
financial condition and operations of the corporation which shall be 
in such form, contain such information, and be submitted on such 
dates as the Director shall require. 

(2) Each such annual report shall include— 
(A) financial statements prepared in accordance with gen-

erally accepted accounting principles; 
(B) any supplemental information or alternative presen-

tation that the Director may require; and 
(C) an assessment (as of the end of the corporation’s most 

recent fiscal year), signed by the chief executive officer and 
chief accounting or financial officer of the corporation, of— 

(i) the effectiveness of the internal control structure 
and procedures of the corporation; and 

(ii) the compliance of the corporation with designated 
safety and soundness laws. 

(3) The corporation shall also submit to the Director any other 
reports required by the Director pursuant to section 1314 of the 
Federal Housing Enterprises Financial Safety and Soundness Act 
of 1992. 

(4) Each report of financial condition shall contain a declara-
tion by the president, vice president, treasurer, or any other officer 
designated by the board of directors of the corporation to make 
such declaration, that the report is true and correct to the best of 
such officer’s knowledge and belief. 
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(l)(1) The corporation shall have an annual independent audit 
made of its financial statements by an independent public account-
ant in accordance with generally accepted auditing standards. 

(2) In conducting an audit under this subsection, the inde-
pendent public accountant shall determine and report on whether 
the financial statements of the corporation (A) are presented fairly 
in accordance with generally accepted accounting principles, and 
(B) to the extent determined necessary by the Director, comply 
with any disclosure requirements imposed under subsection 
(k)(2)(B). 

(m)(1) The corporation shall collect, maintain, and provide to 
the Director of the Federal Housing Finance Agency, in a form de-
termined by the Director, data relating to its mortgages on housing 
consisting of 1 to 4 dwelling units. Such data shall include— 

(A) the income, census tract location, race, and gender of 
mortgagors under such mortgages; 

(B) the loan-to-value ratios of purchased mortgages at the 
time of origination; 

(C) whether a particular mortgage purchased is newly 
originated or seasoned; 

(D) the number of units in the housing subject to the mort-
gage and whether the units are owner-occupied; and 

(E) any other characteristics that the Secretary considers 
appropriate, to the extent practicable. 
(2) The corporation shall collect, maintain, and provide to the 

Director of the Federal Housing Finance Agency, in a form deter-
mined by the Director, data relating to its mortgages on housing 
consisting of more than 4 dwelling units. Such data shall include— 

(A) census tract location of the housing; 
(B) income levels and characteristics of tenants of the 

housing (to the extent practicable); 
(C) rent levels for units in the housing; 
(D) mortgage characteristics (such as the number of units 

financed per mortgage and the amount of loans); 
(E) mortgagor characteristics (such as nonprofit, for-profit, 

limited equity cooperatives); 
(F) use of funds (such as new construction, rehabilitation, 

refinancing); 
(G) type of originating institution; and 
(H) any other information that the Secretary considers ap-

propriate, to the extent practicable. 
(3)(A) Except as provided in subparagraph (B), this subsection 

shall apply only to mortgages purchased by the corporation after 
December 31, 1992. 

(B) This subsection shall apply to any mortgage purchased by 
the corporation after the date determined under subparagraph (A) 
if the mortgage was originated before such date, but only to the ex-
tent that the data referred in paragraph (1) or (2), as applicable, 
is available to the corporation. 

(n)(1) The corporation shall submit to the Committee on Bank-
ing, Finance and Urban Affairs of the House of Representatives 118, 
the Committee on Banking, Housing, and Urban Affairs of the Sen-
ate, and the Director of the Federal Housing Finance Agency a re-
port on its activities under subpart B of part 2 of subtitle A of the 
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Federal Housing Enterprises Financial Safety and Soundness Act 
of 1992. 

(2) The report under this subsection shall— 
(A) include, in aggregate form and by appropriate category, 

statements of the dollar volume and number of mortgages on 
owner-occupied and rental properties purchased which relate 
to each of the annual housing goals established under such 
subpart; 

(B) include, in aggregate form and by appropriate category, 
statements of the number of families served by the corporation, 
the income class, race, and gender of homebuyers served, the 
income class of tenants of rental housing (to the extent such 
information is available), the characteristics of the census 
tracts, and the geographic distribution of the housing financed; 

(C) include a statement of the extent to which the mort-
gages purchased by the corporation have been used in conjunc-
tion with public subsidy programs under Federal law; 

(D) include statements of the proportion of mortgages on 
housing consisting of 1 to 4 dwelling units purchased by the 
corporation that have been made to first-time homebuyers, as 
soon as providing such data is practicable, and identifying any 
special programs (or revisions to conventional practices) facili-
tating homeownership opportunities for first-time homebuyers; 

(E) include, in aggregate form and by appropriate category, 
the data provided to the Director of the Federal Housing Fi-
nance Agency under subsection (m)(1)(B); 

(F) compare the level of securitization versus portfolio ac-
tivity; 

(G) assess underwriting standards, business practices, re-
purchase requirements, pricing, fees, and procedures, that af-
fect the purchase of mortgages for low- and moderate-income 
families, or that may yield disparate results based on the race 
of the borrower, including revisions thereto to promote afford-
able housing or fair lending; 

(H) describe trends in both the primary and secondary 
multifamily housing mortgage markets, including a description 
of the progress made, and any factors impeding progress to-
ward standardization and securitization of mortgage products 
for multifamily housing; 

(I) describe trends in the delinquency and default rates of 
mortgages secured by housing for low- and moderate-income 
families that have been purchased by the corporation, includ-
ing a comparison of such trends with delinquency and default 
information for mortgage products serving households with in-
comes above the median level that have been purchased by the 
corporation, and evaluate the impact of such trends on the 
standards and levels of risk of mortgage products serving low- 
and moderate-income families; 

(J) describe in the aggregate the seller and servicer net-
work of the corporation, including the volume of mortgages 
purchased from minority-owned, women-owned, and commu-
nity-oriented lenders, and any efforts to facilitate relationships 
with such lenders; 
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119 Section 1161(b)(2)(C) of Public Law 110–289, 122 Stat. 2779, amended paragraph (3)(B) of 
this section by striking ‘‘Secretary’’ and inserting ‘‘Director of the Federal Housing Finance 
Agency’’. The amendment was probably intended to be made to this paragraph. 

(K) describe the activities undertaken by the corporation 
with nonprofit and for-profit organizations and with State and 
local governments and housing finance agencies, including how 
the corporation’s activities support the objectives of comprehen-
sive housing affordability strategies under section 105 of the 
Cranston-Gonzalez National Affordable Housing Act; and 

(L) include any other information that the Director of the 
Federal Housing Finance Agency considers appropriate. 
(3)(A) The corporation shall make each report under this sub-

section available to the public at the principal and regional offices 
of the corporation. 

(B) Before making a report under this subsection available to 
the public, the corporation may exclude from the report information 
that the Director of the Federal Housing Finance Agency 119 has 
determined is proprietary information under section 1326 of the 
Federal Housing Enterprises Financial Safety and Soundness Act 
of 1992. 

(o)(1) Not later than 4 months after the date of enactment of 
the Federal Housing Enterprises Financial Safety and Soundness 
Act of 1992, the corporation shall appoint an Affordable Housing 
Advisory Council to advise the corporation regarding possible meth-
ods for promoting affordable housing for low- and moderate-income 
families. 

(2) The Affordable Housing Advisory Council shall consist of 15 
individuals, who shall include representatives of community-based 
and other nonprofit and for-profit organizations and State and local 
government agencies actively engaged in the promotion, develop-
ment, or financing of housing for low- and moderate-income fami-
lies. 

INVESTMENT OF FUNDS 

SEC. 310. ø12 U.S.C. 1723b¿ Moneys of the Association not in-
vested in mortgages or other security holdings or in operating fa-
cilities shall be kept in cash on hand or on deposit, or invested in 
obligations of the United States or guaranteed thereby, or in obli-
gations, participations or other instruments which are lawful in-
vestments for fiduciary, trust, or public funds. 

OBLIGATIONS OF ASSOCIATION LEGAL INVESTMENTS 

SEC. 311. ø12 U.S.C. 1723c¿ All obligations, participations, or 
other instruments issued by either of the bodies corporate named 
in section 302(a)(2) shall be lawful investments, and may be accept-
ed as security for all fiduciary, trust, and public funds, the invest-
ment or deposit of which shall be under the authority and control 
of the United States or any officer or officers thereof. All stock, ob-
ligations, securities, participations, or other instruments issued 
pursuant to this title shall, to the same extent as securities which 
are direct obligations of or obligations guaranteed as to principal 
or interest by the United States, be deemed to be exempt securities 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00204 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



205 Sec. 317 NATIONAL HOUSING ACT 

within the meaning of laws administered by the Securities and Ex-
change Commission. 

SHORT TITLE 

SEC. 312. ø12 U.S.C. 1716 note¿ This title III may be referred 
to as the ‘‘Federal National Mortgage Association Charter Act’’. 

ø INTERIM AUTHORITY TO PURCHASE CERTAIN MORTGAGES ¿ 

øSEC. 313. øRepealed.¿ 

ø PURCHASE OF ENERGY CONSERVING IMPROVEMENT LOANS TO LOW- 
AND MODERATE-INCOME FAMILIES ¿ 

øSEC. 314. øRepealed.¿ 

ø AUTHORITY OF SOLAR ENERGY AND ENERGY CONSERVATION BANK 
TO PURCHASE LOANS AND ADVANCES OF CREDIT FOR ENERGY CON-
SERVING IMPROVEMENTS OR SOLAR ENERGY SYSTEMS ¿ 

øSEC. 315. øRepealed.¿ 

ø AUTHORITY OF SOLAR ENERGY AND ENERGY CONSERVATION BANK 
TO PURCHASE MORTGAGES SECURED BY NEWLY CONSTRUCTED 
HOMES WITH SOLAR ENERGY SYSTEMS ¿ 

øSEC. 316. øRepealed.¿ ¿ 

CIVIL MONEY PENALTIES AGAINST ISSUERS 

SEC. 317. ø12 U.S.C. 1723i¿ (a) IN GENERAL. 
(1) AUTHORITY.—Whenever an issuer or custodian ap-

proved under section 306(g) knowingly and materially violates 
any provisions of subsection (b), the Secretary of Housing and 
Urban Development may impose a civil money penalty on the 
issuer or the custodian in accordance with the provisions of 
this section. The penalty shall be in addition to any other 
available civil remedy or any available criminal penalty and 
may be imposed whether or not the Secretary imposes other 
administrative sanctions. 

(2) AMOUNT OF PENALTY.—The amount of the penalty, as 
determined by the Secretary, may not exceed $5,000 for each 
violation, except that the maximum penalty for all violations 
by a particular issuer or custodian during any one-year period 
shall not exceed $1,000,000. Each violation of a provision of 
subsection (b)(1) shall constitute a separate violation with re-
spect to each pool of mortgages. In the case of a continuing vio-
lation, as determined by the Secretary, each day shall con-
stitute a separate violation. 
(b) VIOLATIONS FOR WHICH A PENALTY MAY BE IMPOSED.— 

(1) VIOLATIONS.—The violations by an issuer or a custo-
dian for which the Secretary may impose a civil money penalty 
under subsection (a) are the following: 

(A) Failure to make timely payments of principal and 
interest to holders of securities guaranteed under section 
306(g). 
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120 So in law. 

(B) Failure to segregate cash flow from pooled mort-
gages or to deposit either principal and interest funds or 
escrow funds into special accounts with a depository insti-
tution whose accounts are insured by the National Credit 
Union Administration or by the Federal Deposit Insurance 
Corporation through the Deposit Insurance Fund. 

(C) Use of escrow funds for any purpose other than 
that for which they were received. 

(D) Transfer of servicing for a pool of mortgages to an 
issuer not approved under this title, unless expressly per-
mitted by statute, regulation, or contract approved by the 
Secretary. 

(E) Failure to maintain a minimum net worth in ac-
cordance with requirements prescribed by the Associa-
tion; 120 

(F) Failure to promptly notify the Association in writ-
ing of any changes that materially affect the business sta-
tus of an issuer. 

(G) Submission to the Association of false information 
in connection with any securities guaranteed, or mortgages 
pooled, under section 306(g). 

(H) Hiring, or retaining in employment, an officer, di-
rector, principal, or employee whose duties involve, di-
rectly or indirectly, programs administered by the Associa-
tion while such person was under suspension or debarment 
by the Secretary. 

(I) Submission to the Association of a false certifi-
cation either on its own behalf or on behalf of another per-
son or entity. 

(J) Failure to comply with an agreement, certification, 
or condition of approval set forth on, or applicable to, the 
application for approval as an issuer of securities under 
section 306(g). 

(K) Violation of any provisions of this title or any im-
plementing regulation, handbook, or participant letter 
issued under authority of this title. 
(2) NOTIFICATION TO ATTORNEY GENERAL.—Before taking 

action to impose a civil money penalty for a violation under 
paragraph (1)(G) or paragraph (1)(I), the Secretary shall in-
form the Attorney General of the United States. 
(c) AGENCY PROCEDURES.— 

(1) ESTABLISHMENT.—The Secretary shall establish stand-
ards and procedures governing the imposition of civil money 
penalties under subsection (a). The standards and proce-
dures— 

(A) shall provide for the Secretary to make the deter-
mination to impose the penalty; 

(B) shall provide for the imposition of a penalty only 
after an issuer or a custodian has been given notice of, and 
opportunity for, a hearing on the record; and 
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(C) may provide for review by the Secretary of any de-
termination or order, or interlocutory ruling, arising from 
a hearing. 
(2) FINAL ORDERS.—If no hearing is requested with 15 days 

of receipt of a notice of opportunity for hearing, the imposition 
of a penalty shall constitute a final and unappealable deter-
mination. If the Secretary reviews the determination or order, 
the Secretary may affirm, modify, or reverse that determina-
tion or order. If the Secretary does not review the determina-
tion or order within 90 days of the issuance of the determina-
tion or order, the determination or order shall be final. 

(3) FACTORS IN DETERMINING AMOUNT OF PENALTY.—In de-
termining the amount of a penalty under subsection (a), con-
sideration shall be given to such factors as the gravity of the 
offense, any history of prior offenses (including offenses occur-
ring before enactment of this section), ability to pay the pen-
alty, injury to the public, benefits received, deterrence of future 
violations, and such other factors as the Secretary may deter-
mine by regulations. 

(4) REVIEWABILITY OF IMPOSITION OF PENALTY.—The Sec-
retary’s determination or order imposing a penalty under sub-
section (a) shall not be subject to review, except as provided in 
subsection (d). 
(d) JUDICIAL REVIEW OF AGENCY DETERMINATION.— 

(1) IN GENERAL.—After exhausting all administrative rem-
edies established by the Secretary under subsection (c)(1), an 
issuer or a custodian against which the Secretary has imposed 
a civil money penalty under subsection (a) may obtain a review 
of the penalty and such ancillary issues as may be addressed 
in the notice provided under subsection (c)(1)(A) in the appro-
priate court of appeals of the United States, by filing in such 
court, within 20 days after the entry of such order or deter-
mination, a written petition praying that the Secretary’s order 
or determination be modified or be set aside in whole or in 
part. 

(2) OBJECTIONS NOT RAISED IN HEARING.—A court shall not 
consider any objection that was not raised in the hearing con-
ducted pursuant to subsection (c)(1) unless a demonstration is 
made of extraordinary circumstances causing the failure to 
raise the objection. If any party demonstrates to the satisfac-
tion of the court that additional evidence, which was not pre-
sented at such hearing, is material and that there were reason-
able grounds for the failure to present such evidence at the 
hearing, the court shall remand the matter to the Secretary for 
consideration of such additional evidence. 

(3) SCOPE OF REVIEW.—The decisions, findings, and deter-
minations of the Secretary shall be reviewed pursuant to sec-
tion 706 of title 5, United States Code. 

(4) ORDER TO PAY PENALTY.—Notwithstanding any other 
provision of law, the court shall have the power in any such 
review to order payment of the penalty imposed by the Sec-
retary. 
(e) ACTION TO COLLECT PENALTY.—If any issuer or custodian 

fails to comply with the Secretary’s determination or order impos-
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ing a civil money penalty under subsection (a), after the determina-
tion or order is no longer subject to review as provided by sub-
sections (c)(1) and (d), the Secretary may request the Attorney Gen-
eral of the United States to bring an action in an appropriate 
United States district court to obtain a monetary judgment against 
the issuer or custodian and such other relief as may be available. 
The monetary judgment may, in the discretion of the court, include 
any attorneys fees and other expenses incurred by the United 
States in connection with the action. In an action under this sub-
section, the validity and appropriateness of the Secretary’s deter-
mination or order imposing the penalty shall not be subject to re-
view. 

(f) SETTLEMENT BY SECRETARY.—The Secretary may com-
promise, modify, or remit any civil money penalty which may be, 
or has been, imposed under this section. 

(g) DEFINITION OF KNOWINGLY.—The term ‘‘knowingly’’ means 
having actual knowledge of or acting with deliberate ignorance of 
or reckless disregard for the prohibitions under this section. 

(h) REGULATIONS.—The Secretary shall issue such regulations 
as the Secretary deems appropriate to implement this section. 

(i) DEPOSIT OF PENALTIES.—The Secretary shall deposit all civil 
money penalties collected under this section into moneys of the As-
sociation pursuant to section 307. 

* * * * * * * 

TITLE V—MISCELLANEOUS 

* * * * * * * 

PENALTIES 

SEC. 512. ø12 U.S.C. 1731a¿ Notwithstanding any other provi-
sion of law, the Secretary is authorized to refuse the benefits of 
participation (either directly as an insured lender or as a borrower, 
or indirectly as a builder, contractor, or dealer, or salesman or 
sales agent for a builder, contractor or dealer) under title I, II, VI, 
VII, IX, or XI of this Act to any person or firm (including but not 
limited to any individual, partnership, association, trust, or cor-
poration) if the Secretary has determined that such person or firm 
(1) has knowingly or willfully violated any provision of this Act or 
of title III of the Servicemen’s Readjustment Act of 1944, as 
amended, or of chapter 37 of title 38, United States Code, or of any 
regulation issued by the Secretary under this Act or by the Sec-
retary of Veterans Affairs under said title III, or chapter 37, or (2) 
has, in connection with any construction, alteration, repair or im-
provement work financed with assistance under this Act or under 
said title III, or chapter 37, or in connection with contracts for fi-
nancing relating to such work, violated any Federal or State penal 
statute, or (3) has failed materially to properly carry out contrac-
tual obligations with respect to the completion of construction, al-
teration, repair, or improvement work financed with assistance 
under this Act or under title III of the Servicemen’s Readjustment 
Act of 1944, as amended, or of chapter 37 of title 38, United States 
Code. Before any such determination is made any person or firm 
with respect to whom such a determination is proposed shall be no-
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tified in writing by the Secretary and shall be entitled, upon mak-
ing a written request to the Secretary to a written notice specifying 
charges in reasonable detail and an opportunity to be heard and to 
be represented by counsel. Determinations made by the Secretary 
under this section shall be based on the preponderance of the evi-
dence. For the purposes of compliance with this section the Sec-
retary’s notice of a proposed determination under this section shall 
be considered to have been received by the interested person or 
firm if the notice is properly mailed to the best known address of 
such person or firm. 

PROHIBITION AGAINST TRANSIENT HOUSING 

SEC. 513. ø12 U.S.C. 1731b¿ (a) The Congress hereby declares 
that it has been its intent since the enactment of the National 
Housing Act that housing built with the aid of mortgages insured 
under this Act is to be used principally for residence use; and that 
this intent excludes the use of such housing for transient or hotel 
purposes while such insurance on the mortgage remains out-
standing. 

(b) Notwithstanding any other provisions of this Act, no new, 
existing, or rehabilitated multifamily housing with respect to which 
a mortgage is insured under this Act shall be operated for tran-
sient or hotel purposes unless (1) on or before May 28, 1954, the 
Secretary has agreed in writing to the rental of all or a portion of 
the accommodations in the project for transient or hotel purposes 
(in which case no accommodations in excess of the number so 
agreed to by the Secretary shall be rented on such basis), or (2) the 
project covered by the insured mortgage is located in an area which 
the Secretary determines to be a resort area, and the Secretary 
finds that prior to May 28, 1954, a portion of the accommodations 
in the project had been made available for rent for transient or 
hotel purposes (in which case no accommodations in excess of the 
number of which had been made available for such use shall be 
rented on such basis). 

(c) Notwithstanding any other provision of this Act, no mort-
gage with respect to multifamily housing shall be insured under 
this Act (except pursuant to a commitment to insure issued prior 
to the effective date of the Housing Act of 1954), and (except as to 
housing coming within the provisions of clause (1) or clause (2) of 
the preceding subsection) no mortgage with respect to multifamily 
housing shall be insured for an additional term, unless (1) the 
mortgagor certifies under oath that while such insurance remains 
outstanding he will not rent, or permit the rental of, such housing 
or any part thereof for transient or hotel purposes, and (2) the Sec-
retary has entered into such contract with, or purchased such stock 
of, the mortgagor as the Secretary deems necessary to enable him 
to prevent or terminate any use of such property or project for 
transient or hotel purposes while the mortgage insurance remains 
outstanding. 

(d) The Secretary is hereby authorized and directed to enforce 
the provisions of this section by all appropriate means at his dis-
posal, as to all existing multifamily housing with respect to which 
a mortgage was insured under this Act prior to the effective date 
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of the Housing Act of 1954 as well as to all multifamily housing 
with respect to which a mortgage is hereafter insured under this 
Act: Provided, That no criminal penalty shall, by reason of enact-
ment of this section, be applicable to the rental or operation of any 
such existing multifamily housing in violation of any provision of 
subsection (b) of this section at any time prior to the effective date 
of the Housing Act of 1954. 

(e) As used in this section, (1) the term ‘‘rental for transient 
or hotel purposes’’ shall have such meaning as prescribed by the 
Secretary but rental for any period less than thirty days shall in 
any event constitute rental for such purposes, and (2) the term 
‘‘multifamily housing’’ shall mean (i) a property held by a mort-
gagor upon which there are located five or more single family 
dwellings, or upon which there is located a two-, three-, or four- 
family dwelling, or (ii) a property or project covered by mortgage 
insured or to be insured under section 207, under section 213 with 
respect to any property or project of a corporation or trust of the 
character described in paragraph numbered (1) of subsection (a) 
thereof, under section 220 if the mortgage is within the provisions 
of paragraph (3)(B) of subsection (d) thereof, under section 221 if 
the mortgage is within the provisions of paragraph (3) of subsection 
(d) thereof, under section 608, under section 803, or under section 
908, or (iii) a project with respect to which an insurance contract 
to title VII is outstanding. 

(f) Promptly after receipt of written notice that any portion of 
any building is being rented or operated in violation of any provi-
sion of this secton or of any rule or regulation lawfully issued 
thereunder, the Secretary shall investigate the existence of the 
facts alleged in the written notice and shall order such violation, 
if found to exist, to cease forthwith. 

(g) If such violation does not cease in accordance with such 
order, the Secretary shall forward the complaint to the Attorney 
General of the United States for prosecution of such civil or crimi-
nal action, if any, which the Attorney General may find to be in-
volved in such violation. 

(h) Whenever he finds a violation of any provision of this sec-
tion has occurred or is about to occur, the Attorney General shall 
petition the district court of the United States or the district court 
of any Territory or other place subject to United States jurisdiction 
within whose jurisdictional limits the person doing or committing 
the acts or practices constituting the alleged violation of this sec-
tion shall be found, for an order enjoining such acts or practices, 
and upon a showing by the Attorney General that such acts or 
practices constituting such violation have been engaged in or about 
to be engaged in, a permanent or temporary injunction, restraining 
order, or other order, with or without such injunctions or restrain-
ing order, shall be granted without bond. 

(i) Any person owning or operating a hotel within a radius of 
fifty miles of a place where a violation of any provision of this sec-
tion has occurred or is about to occur, or any group or association 
or hotel owners or operators within said fifty-mile radius, at his or 
their sole charge or cost, may petition any district court of the 
United States or the district court of any Territory or other place 
subject to United States jurisdiction within whose jurisdictional 
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limits the person doing or committing the acts or practices consti-
tuting the alleged violation of this section shall be found, for an 
order enjoining such acts or practices, and, upon a showing that 
such acts or practices constituting such violation have been en-
gaged in or are about to be engaged in, a permanent or temporary 
injunction, restraining order or other order with or without such in-
junction, or restraining order, shall be granted. 

(j) The several district courts of the United States and the sev-
eral district courts of the Territories of the United States or other 
place subject to the United States jurisdiction, within whose juris-
dictional limits the person doing or committing the acts or practices 
constituting the alleged violation shall be found, shall, wheresoever 
such acts or practices may have been done or committed, have full 
power and jurisdiction to hear, try, and determine such matter 
under subsections (h) and (i) of this section. 

SEPARABILITY PROVISION 

SEC. 513A. ø12 U.S.C. 1732¿ If any provision of this Act, or the 
application thereof to any person or circumstances, is held invalid, 
the remainder of the Act, and the application of such provision to 
other persons or circumstances, shall not be affected thereby. 

APPLICABILITY OF OTHER ACTS 

SEC. 514. ø12 U.S.C. 1733¿ The provisions of section 10(a) 1 
and 10b of the Federal Home Loan Bank Act, as amended (49 Stat. 
294, 295); paragraph seventh of section 5136 of the Revised Stat-
utes, as amended (49 Stat. 709); section 24 of the Federal Reserve 
Act, as amended (49 Stat. 706); subsection (n) of section 77B of the 
Bankruptcy Act, as amended (49 Stat. 664); section 5(c) of the Act 
approved January 31, 1935, continuing and extending the functions 
of the Reconstruction Finance Corporation (49 Stat. 1); and all 
other provisions of law establishing rights under mortgages insured 
in accordance with the provisions of the National Housing Act, 
shall be held to apply to such Act, as amended. 

AMENDMENT, EXTENSION, OR INCREASE OF COMMITMENT AMOUNTS 

SEC. 515. ø12 U.S.C. 1734¿ At any time prior to final endorse-
ment for insurance, the Secretary, in his discretion, may amend, 
extend, or increase the amount of any commitment, provided the 
mortgage, as finally endorsed for insurance is eligible for insurance 
under the provisions of this Act, and the rules and regulations, 
thereunder, in effect at the time the original commitment to insure 
was issued. 

PAYMENT OF CERTAIN FUNDS TO TREASURY 

SEC. 516. ø12 U.S.C. 1735¿ The following funds shall be 
deemed an indebtedness to the United States of the particular in-
surance fund involved, and the Secretary is authorized and di-
rected to pay the amount of such indebtedness to the Secretary of 
the Treasury, with simple interest thereon from the date the funds 
were advanced to the date of final payment at a rate determined 
by the Secretary of the Treasury, taking into consideration the av-
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121 September 2, 1964. 
122 So in law. 

erage rate on outstanding marketable obligations of the United 
States from the date the funds were advanced until the date of 
final payment— 

(1) funds made available to the Secretary pursuant to the 
provisions of sections 4 and 202, exclusive of amounts here-
tofore refunded, (a) for carrying out title II with respect to 
mortgages insured under section 203 where such funds were 
credited to the general reinsurance account in the Mutual 
Mortgage Insurance Fund, and (b) for the payment of salaries 
and expenses with respect to mortgage insurance under sec-
tions 207 and 210 where such funds were credited to the Hous-
ing Insurance Fund; 

(2) funds made available to the Secretary pursuant to sec-
tions 602 and 802; and 

(3) funds made available to the Secretary by the Secretary 
of the Treasury pursuant to section 710. 

Payments to the Secretary of the Treasury under this section shall 
be made in such amounts and at such times as the Secretary deter-
mines, after consultations with the Secretary of the Treasury, that 
funds are available for that purpose, taking into consideration the 
continued solvency of the funds involved. All payments made pur-
suant to this section shall be covered into the Treasury as miscella-
neous receipts. 

PREPAYMENT OF MORTGAGES BY NONPROFIT EDUCATIONAL 
INSTITUTIONS 

SEC. 517. ø12 U.S.C. 1735a¿ (a) Notwithstanding any other 
provision of this Act, no adjusted premium charge shall be collected 
in connection with the payment in full, prior to maturity, of any 
mortgage insured under this Act, if the mortgagor certifies to the 
Secretary that the loan was paid in full by or on behalf of a non-
profit educational institution which intends to use the property for 
educational purposes. 

(b) The Secretary shall refund any adjusted premium charge 
collected subsequent to July 1, 1962, and prior to the date of the 
enactment of the Housing Act of 1964, 121 in connection with the 
payment in full, prior to maturity, of any mortgage insured under 
this Act, if the mortgagor under such mortgage makes the certifi-
cation prescribed by subsection (a). 

EXPENDITURES TO CORRECT OR COMPENSATE FOR SUBSTANTIAL 
DEFECTS IN MORTGAGED HOMES 

SEC. 518. ø12 U.S.C. 1735b¿ (a) 122 
(1) The Secretary is authorized to make expenditures 

under this subsection with respect to any property that— 
(A) is a condominium unit (including common areas) 

or is improved by a one-to-four family dwelling; 
(B) was approved, before the beginning of construction, 

for mortgage insurance under this Act or for guaranty, in-
surance, or direct loan under chapter 37 of title 38, United 
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123 So in law. Probably should read ‘‘section’’. See amendment made by section 2118(c)(2) of 
Public Law 110–289. 

States Code, or was less than a year old at the time of in-
surance of the mortgage and was covered by a consumer 
protection or warranty plan acceptable to the Secretary; 
and 

(C) the Secretary finds to have structural defects. 
(2) Expenditures under this subsection may be made for 

(A) correcting such defects, (B) paying the claims of the owner 
of the property arising from such defects, or (C) acquiring title 
to the property: Provided, That such authority of the Secretary 
shall exist only (A) if the owner has requested assistance from 
the Secretary not later than four years (or such shorter time 
as the Secretary may prescribe) after insurance of the mort-
gage, and (B) if the property is encumbered by a mortgage 
which is insured under this Act after the date of enactment of 
the Housing Act of 1964. 123 
(b) The Secretary is authorized to make expenditures to cor-

rect, or to reimburse the owner for the correction of, structural or 
other major defects which so seriously affect use and livability as 
to create a serious danger to the life or safety of inhabitants of any 
one, two, three, or four family dwelling which is covered by a mort-
gage insured under section 235 of this Act or which is located in 
an older, declining urban area and is covered by a mortgage in-
sured under section 203 or 221 on or after August 1, 1968, but 
prior to January 1, 1973, and which is more than one year old on 
the date of the issuance of the insurance commitment, if (1) the 
owner requests assistance from the Secretary not later than one 
year after the insurance of the mortgage, or, in the case of a dwell-
ing covered by a mortgage insured under section 203 or 221 the in-
surance commitment for which was issued on or after August 1, 
1968, but prior to January 1, 1973, not more than four months 
after the date of enactment of the Housing Authorization Act of 
1976, and (2) the defect is one that existed on the date of the 
issuance of the insurance commitment and is one that a proper in-
spection could reasonable be expected to disclose. The Secretary 
may require from the seller of any such dwelling an agreement to 
reimburse him for any payments made pursuant to this subsection 
with respect to such dwelling. Expenditures pursuant to this sub-
section shall be made from the insurance fund chargeable for insur-
ance benefits on the mortgage covering the structure to which the 
expenditures relate. There are hereby authorized to be appro-
priated such sums as may be necessary to cover the costs of such 
expenditures not otherwise provided for. 

(c) The Secretary shall by regulations prescribe the terms and 
conditions under which expenditures and payments may be made 
under the provisions of this section, and his decisions regarding 
such expenditures or payments, and the terms and conditions 
under which the same are approved or disapproved, shall be final 
and conclusive and shall not be subject to judicial review. 

(d) The Secretary is authorized to make expenditures to correct 
or to reimburse the owner for the correction of structural or other 
major defects which so seriously affect use and livability as to cre-
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ate a serious danger to the life or safety of inhabitants of any one- 
, two-, three-, or four-family dwelling which is more than one year 
old on the date of issuance of the insurance commitment, is located 
in an older, declining urban area, and is covered by a mortgage in-
sured under section 203 or 221 on or after January 1, 1973, but 
prior to the date of enactment of this subsection if (1) the owner 
requests assistance from the Secretary not more than one year 
after the date of enactment of this subsection, and (2) the defect 
is one that existed on the date of the issuance of the insurance 
commitment and is one that a proper inspection could reasonably 
have been expected to have disclosed. The Secretary may require 
from the seller of any such dwelling an agreement to reimburse 
him for any payments made pursuant to this subsection with re-
spect to such dwelling. Expenditures pursuant to this subsection 
shall be made from the insurance fund chargeable for insurance 
benefits on the mortgage covering the structure to which the ex-
penditures relate. There are hereby authorized to be appropriated 
such sums as may be necessary to cover the cost of such expendi-
tures not otherwise provided for. 

(e) The Secretary of Housing and Urban Development is au-
thorized and directed to conduct a full and complete investigation 
and study and report to Congress, with recommendations, not later 
than March 1, 1977, with respect to an effective program for pro-
tecting home buyers from hidden or undisclosed defects seriously 
affecting the use and livability of the home, which would be appli-
cable to existing homes financed with mortgages insured under this 
Act. In the study and report the Secretary shall particularly inves-
tigate the need for, cost and feasible structure of, a national home 
inspection and warranty program, with respect to such homes, to 
be operated by the Federal Government out of fees assessed on the 
home buyer and amortized over a period of two years. The Sec-
retary’s report shall also present an analysis of alternative Federal 
programs to meet these needs, and the cost and means of financing 
such programs. In the report the Secretary shall also outline ad-
ministrative steps which can be taken to provide disclosure to pur-
chasers of existing homes financed with mortgages insured under 
this Act of the actual condition of the home and the types of repairs 
or replacements likely to be needed within a period of two years, 
such as repairs or replacement of furnace, roof or major appliances, 
based on age and useful life expectancy of such appurtenances. 

ESTABLISHMENT OF GENERAL INSURANCE FUND 

SEC. 519. ø12 U.S.C. 1735c¿ (a) There is hereby created a Gen-
eral Insurance Fund which shall be used by the Secretary, on and 
after the date of the enactment of the Housing and Urban Develop-
ment Act of 1965, as a revolving fund for carrying out all the insur-
ance provisions of this Act with the exception of those specified in 
subsection (e). All mortgages or loans insured under this Act pursu-
ant to commitments issued on or after the date of the enactment 
of the Housing and Urban Development Act of 1965, except those 
specified in subsection (e), and all loans reported for insurance 
under section 2 on or after the date of the enactment of the Hous-
ing and Urban Development Act of 1965, shall be insured under 
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the General Insurance Fund. The Secretary shall transfer to the 
General Insurance Fund— 

(1) the assets and liabilities of all insurance accounts and 
funds, except the Mutual Mortgage Insurance Fund, existing 
under this Act immediately prior to the enactment of the Hous-
ing and Urban Development Act of 1965; 

(2) all outstanding commitments for insurance issued prior 
to the date of the enactment of the Housing and Urban Devel-
opment Act of 1965, except those specified in subsection (e); 

(3) the insurance on all mortgages and loans insured prior 
to the date of the enactment of the Housing and Urban Devel-
opment Act of 1965, except insurance specified in subsection 
(e); and 

(4) the insurance of all loans made by approved financial 
institutions pursuant to section 2 prior to the date of the enact-
ment of the Housing and Urban Development Act of 1965. 
(b) The general expenses of the operations of the Department 

of Housing and Urban Development relating to mortgages and 
loans which are the obligation of the General Insurance Fund may 
be charged to the General Insurance Fund. 

(c) Moneys in the General Insurance Fund not needed for the 
current operations of the Department of Housing and Urban Devel-
opment with respect to mortgages and loans which are the obliga-
tion of the General Insurance Fund shall be deposited with the 
Treasurer of the United States to the credit of such Fund, or in-
vested in bonds or other obligations of, or in bonds or other obliga-
tions 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 sup-
port the residential mortgage market. 

The Secretary may, with the approval of the Secretary of the 
Treasury, purchase in the open market debentures issued as obli-
gations of the General Insurance Fund or issued prior to the enact-
ment of the Housing and Urban Development Act of 1965 under 
other provisions of this Act, except debentures issued under the 
Mutual Mortgage 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 sec-
tion. Debentures so purchased shall be canceled and not reissued. 

(d) Premium charges, adjusted premium charges, and apprais-
als and other fees received on account of the insurance of any mort-
gage or loan which is the obligation of the General Insurance Fund, 
the receipts derived from the property covered by such mortgages 
and loans and from the claims, debts, contracts, property, and secu-
rity assigned to the Secretary in connection therewith, and all 
earnings on the assets of the Fund shall be credited to the General 
Insurance Fund. The principal of, and interest paid and to be paid 
on, debentures which are the obligation of such Fund, cash insur-
ance payments and adjustments, and expenses incurred in the han-
dling, management, renovation, and disposal of properties ac-
quired, in connection with mortgages and loans which are the obli-
gation of such Fund, shall be charged to such Fund. 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00215 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



216 Sec. 520 NATIONAL HOUSING ACT 

(e) The General Insurance Fund shall not be used for carrying 
out the provisions of sections 123 203, except as determined by the 
Secretary, or the provisions of section 213 to the extent that they 
involve mortgages the insurance for which is the obligation of the 
Cooperative Management Housing Insurance Fund created by sec-
tion 213(k), or the provisions of sections 223(e), 233(a)(2), 235, 236 
and 237; and nothing in this section shall apply to or affect mort-
gages, loans, commitments, or insurance under such provisions. 

(f) RISK ASSESSMENT.—The Secretary shall undertake an an-
nual assessment of the risks associated with each of the insurance 
programs comprising the General Insurance Fund, and shall 
present findings from such review to the Congress in the FHA An-
nual Management Report. 

OPTIONAL CASH PAYMENTS OF INSURANCE BENEFITS 

SEC. 520. ø12 U.S.C. 1735d¿ (a) Notwithstanding any other 
provisions of this Act with respect to the payment of insurance ben-
efits, the Secretary is authorized, in his discretion, to pay in cash 
or in debentures any insurance claim or part thereof which is paid 
on or after the date of the enactment of the Housing and Urban 
Development Act of 1965 on a mortgage or a loan which was in-
sured under any section of this Act either before or after such date. 
If payment is made in cash, it shall be an amount equivalent to 
the face amount of the debentures that would otherwise be issued 
plus 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. 

(b) The Secretary is authorized to borrow from the Treasury 
from time to time such amounts as the Secretary shall determine 
are necessary (1) to make payments in cash (in lieu of issuing de-
bentures guaranteed by the United States, as provided in this Act) 
pursuant to the provisions of this section, and (2) to make pay-
ments for reinsured and directly insured losses under title XII of 
this Act: Provided, however, That borrowings to make payments for 
reinsured and directly insured losses under title XII shall be lim-
ited to $250,000,000 or such further sum as the Congress, by joint 
resolution, may from time to time determine. Notes or other obliga-
tions issued by the Secretary in borrowing under this subsection 
shall be subject to such terms and conditions as the Secretary of 
the Treasury may prescribe. Each sum borrowed pursuant to this 
subsection shall bear interest at a rate determined by the Secretary 
of the Treasury, taking into consideration the average market yield 
on outstanding marketable obligations of the United States of com-
parable maturities during the month preceding the issuance of 
such notes or other obligations. 

APPROVAL OF TECHNICALLY SUITABLE MATERIALS 

SEC. 521. ø12 U.S.C. 1735e¿ The Secretary shall adopt a uni-
form procedure for the acceptance of materials and products to be 
used in structures approved for mortgages or loans insured under 
this Act. Under such procedure any material or product which the 
Secretary finds is technically suitable for the use proposed shall be 
accepted. Acceptance of a material or product as technically suit-
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124 December 15, 1989. 

able shall not be deemed to restrict the discretion of the Secretary 
to determine that a structure, with respect to which a mortgage is 
executed, is economically sound or an acceptable risk. 

WATER AND SEWER FACILITIES 

SEC. 522. ø12 U.S.C. 1735f¿ Notwithstanding any other provi-
sion of this Act, no mortgage which covers new construction shall 
be approved for insurance under this Act (except pursuant to a 
commitment made prior to the date of the enactment of the Hous-
ing and Urban Development Act of 1965) if the mortgaged property 
includes housing which is not served by a public or adequate com-
munity water and sewerage system: Provided, That this limitation 
shall be applicable only to property which is not served by a system 
approved by the Secretary pursuant to title X of this Act, as such 
title existed immediately before the date of the enactment of the 
Department of Housing and Urban Development Reform Act of 
1989, 124 and which is situated in an area certified by appropriate 
local officials to be an area where the establishment of public or 
adequate community water and sewerage systems is economically 
feasible: Provided further, That for purposes of this section the eco-
nomic feasibility of establishing such public or adequate community 
water and sewerage systems shall be determined without regard to 
whether such establishment is authorized by law or is subject to 
approval by one or more local governments or public bodies. 

WAIVER OF DEDUCTION ON ASSIGNMENT OF PROPERTY TO SECRETARY 
IN LIEU OF FORECLOSURE 

SEC. 523. ø12 U.S.C. 1735f–1¿ Notwithstanding any other pro-
vision of this Act, from and after the date of the enactment of the 
Demonstration Cities and Metropolitan Development Act of 1966, 
the Secretary, under such terms and conditions as he may approve, 
may waive all or a part of the 1 per centum deduction otherwise 
made from insurance benefits with respect to multifamily housing 
or land development mortgages assigned to him, where the assign-
ment is made at his request in lieu of foreclosure of the mortgage. 

FHA REHABILITATION STANDARDS FOR HOUSING IN URBAN RENEWAL 
AREAS 

SEC. 524. ø12 U.S.C. 1735f–2¿ In determining whether prop-
erties should be approved by the Secretary prior to rehabilitation 
and covered by mortgages insured under title II of this Act, the 
Secretary shall apply uniform property standards as between prop-
erties located outside urban renewal areas and those located within 
urban renewal areas. 

ADVANCES 

SEC. 525. ø12 U.S.C. 1735f–3¿ The Secretary is authorized to 
insure mortgage proceeds advanced during construction or rehabili-
tation or otherwise prior to final endorsement of a project mortgage 
for the purpose of (1) financing improvements to the property and 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00217 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



218 Sec. 526 NATIONAL HOUSING ACT 

125 November 9, 1978. 
126 November 30, 1983. 

the purchase of materials and building components delivered to the 
property, and (2) providing funds to cover the cost of building com-
ponents where such components have been assembled and specifi-
cally identified for incorporation into the property but are located 
at a site other than the mortgaged property, with such security as 
the Secretary may require. 

MINIMUM PROPERTY STANDARDS 

SEC. 526. ø12 U.S.C. 1735f–4¿ (a) To the maximum extent fea-
sible, the Secretary of Housing and Urban Development shall pro-
mote the use of energy saving techniques through minimum prop-
erty standards established by him for newly constructed residential 
housing, other than manufactured homes, subject to mortgages in-
sured under this Act. Such standards shall establish energy per-
formance requirements that will achieve a significant increase in 
the energy efficiency of new construction. Such requirements shall 
be implemented as soon as practicable after the date of enactment 
of this sentence. 125 Following the effective date of this sentence, 126 
the energy performance requirements developed and established by 
the Secretary under this subsection for newly constructed residen-
tial housing, other than manufactured homes, shall be at least as 
effective in performance as the energy performance requirements 
incorporated in the minimum property standards that were in ef-
fect under this subsection on September 30, 1982. 

(b) The Secretary may require that each property, other than 
a manufactured home, subject to a mortgage insured under this Act 
shall, with respect to health and safety, comply with one of the na-
tionally recognized model building codes, or with a State or local 
building code based on one of the nationally recognized model 
building codes or their equivalent. The Secretary shall be respon-
sible for determining the comparability of the State and local codes 
to such model codes and for selecting for compliance purposes an 
appropriate nationally recognized model building code where no 
such model code has been duly adopted or where the Secretary de-
termines the adopted code is not comparable. 

(c) The Secretary may establish an exception to any minimum 
property standard established under this section in order to ad-
dress alternative water systems, including cisterns, which meet re-
quirements of State and local building codes that ensure health 
and safety standards. 

PROHIBITION AGAINST DISCRIMINATION ON ACCOUNT OF SEX IN 
EXTENSION OF MORTGAGE ASSISTANCE 

SEC. 527. ø12 U.S.C. 1735f–5¿ (a) No federally related mort-
gage loan, or Federal insurance, guaranty, or other assistance in 
connection therewith (under this or any other Act), shall be denied 
to any person on account of sex; and every person engaged in mak-
ing mortgage loans secured by residential real property shall con-
sider without prejudice the combined income of both husband and 
wife for the purpose of extending mortgage credit in the form of a 
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federally related mortgage loan to a married couple or either mem-
ber thereof. 

(b) For purposes of subsection (a), the term ‘‘federally related 
mortgage loan’’ means any loan which— 

(1) is secured by residential real property designed prin-
cipally for the occupancy of from one to four families; and 

(2)(A) is made in whole or in part by any lender the depos-
its or accounts of which are insured by any agency of the Fed-
eral Government, or is made in whole or in part by any lender 
which is itself regulated by any agency of the Federal Govern-
ment; or 

(B) is made in whole or in part, or insured, guaranteed, 
supplemented, or assisted in any way, by the Secretary of 
Housing and Urban Development or any other officer or agency 
of the Federal Government or under or in connection with a 
housing or urban development program administered by the 
Secretary of Housing and Urban Development or a housing or 
related program administered by any other such officer or 
agency; or 

(C) is eligible for purchase by the Federal National Mort-
gage Association, the Government National Mortgage Associa-
tion, or the Federal Home Loan Mortgage Corporation, or from 
any financial institution from which it could be purchased by 
the Federal Home Loan Mortgage Corporation; or 

(D) is made in whole or in part by any ‘‘creditor’’, as de-
fined in section 103(f) of the Consumer Credit Protection Act 
of 1968 (15 U.S.C. 1602(f)), who makes or invests in residential 
real estate loans aggregating more than $1,000,000 per year. 

SECONDARY MORTGAGES ON INSURED PROPERTIES 

SEC. 528. ø12 U.S.C. 1735f–6¿ In carrying out the provisions 
of title II of this Act with respect to insuring mortgages secured by 
one- to four-family dwelling unit, the Secretary may not deny such 
insurance for any such mortgage solely because the dwelling unit 
which secures such mortgage will be subject to a secondary mort-
gage or loan made or insured, or other secondary lien held, by any 
State or local governmental agency or instrumentality under terms 
and conditions approved by the Secretary. 

EXEMPTION FROM STATE USURY LAWS 

SEC. 529. ø12 U.S.C. 1735f–7¿ (a) The provisions of the con-
stitution of any State expressly limiting the rate or amount of in-
terest, discount points, or other charges which may be charged, 
taken, received, or reserved by lenders and the provisions of any 
State law expressly limiting the rate or amount of interest, dis-
count points, or other charges which may be charged, taken, re-
ceived, or reserved shall not apply to any loan, mortgage, or ad-
vance which is insured under title I or II of this Act. 

(b) The provisions of subsection (a) shall apply to loans, mort-
gages, or advances made or executed in any State until the effec-
tive date (after the date of enactment of this section) of a provision 
of law of that State limiting the rate or amount of interest, dis-
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count points, or other charges on any such loan, mortgage, or ad-
vance. 

TIME OF PAYMENT OF PREMIUM CHARGES 

SEC. 530. ø12 U.S.C. 1735f–8¿ In carrying out the provisions 
of titles I, II, IV, VII, VIII, IX, and XI pertaining to the payment 
of loan or mortgage insurance premium charges by a financial in-
stitution, other mortgagees, or agent thereof to the Federal Govern-
ment in connection with a loan or mortgage insurance program es-
tablished pursuant to any of these titles, the Secretary shall re-
quire that payment of such premiums be made (1) in the case of 
loans or mortgages respecting one- to four-family residences, 
promptly upon their receipt from the borrower, and (2) in any other 
case, promptly when due to the Secretary; except that the Sec-
retary may approve payment of such premiums within twenty-four 
months of such receipt or due date, as appropriate, if the financial 
institution, mortgagee, or agent thereof pays interest, at a rate 
specified by the Secretary, to the insurance fund for the period be-
ginning twenty days after receipt from the borrower or after the 
due date, as appropriate, and ending upon payment of the pre-
miums to the Federal Government. 

LIMITATION ON COMMITMENTS TO INSURE LOANS AND MORTGAGES 

SEC. 531. ø12 U.S.C. 1735f–9¿ (a) The authority of the Sec-
retary to enter into commitments to insure loans and mortgages 
under this Act shall be effective for any fiscal year only to such ex-
tent or in such amounts as are or have been provided in appropria-
tion Acts for such fiscal year. 

(b) Notwithstanding any other provision of law and subject 
only to the absence of qualified requests for insurance, to the au-
thority provided in this Act, and to the limitation in subsection (a), 
the Secretary shall enter into commitments to insure mortgages 
under this Act with an aggregate principal amount of 
$110,165,000,000 during fiscal year 1993 and $68,673,868,600 dur-
ing fiscal year 1994. 
SEC. 532. ø12 U.S.C. 1735f–10¿ CHANGE OF MORTGAGEE STATUS. 

(a) NOTIFICATION.—Upon the occurrence of any action de-
scribed in subsection (b), an approved mortgagee shall immediately 
submit to the Secretary, in writing, notification of such occurrence. 

(b) ACTIONS.—The actions described in this subsection are as 
follows: 

(1) The debarment, suspension or a Limited Denial of Par-
ticipation (LDP), or application of other sanctions, other exclu-
sions, fines, or penalties applied to the mortgagee or to any of-
ficer, partner, director, principal, manager, supervisor, loan 
processor, loan underwriter, or loan originator of the mort-
gagee pursuant to applicable provisions of State or Federal 
law. 

(2) The revocation of a State-issued mortgage loan origi-
nator license issued pursuant to the S.A.F.E. Mortgage Licens-
ing Act of 2008 (12 U.S.C. 5101 et seq.) or any other similar 
declaration of ineligibility pursuant to State law. 
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127 Section 209 of the Departments of Veterans Affairs and Housing and Urban Development, 
and Independent Agencies Appropriations Act, 2002, Pub. L. 107–73, 115 Stat. 675, amended 
this section in its entirety. Such Act was approved on November 26, 2001. 

SEC. 533. ø12 U.S.C. 1735f–11¿ REVIEW OF MORTGAGEE PER-
FORMANCE AND AUTHORITY TO TERMINATE.— 

(a) PERIODIC REVIEW OF MORTGAGEE PERFORMANCE.—To re-
duce losses in connection with single family mortgage insurance 
programs under this Act, at least once a year the Secretary shall 
review the rate of early defaults and claims for insured single fam-
ily mortgages originated or underwritten by each mortgagee. 

(b) COMPARISON WITH OTHER MORTGAGEES.—For each mort-
gagee, the Secretary shall compare the rate of early defaults and 
claims for insured single family mortgage loans originated or un-
derwritten by the mortgagee in an area with the rate of early de-
faults and claims for other mortgagees originating or underwriting 
insured single family mortgage loans in the area. For purposes of 
this section, the term ‘‘area’’ means each geographic area in which 
the mortgagee is authorized by the Secretary to originate insured 
single family mortgages. 

(c) TERMINATION OF MORTGAGEE ORIGINATION APPROVAL.—(1) 
Notwithstanding section 202(c) of this Act, the Secretary may ter-
minate the approval of a mortgagee to originate or underwrite sin-
gle family mortgages if the Secretary determines that the mortgage 
loans originated or underwritten by the mortgagee present an un-
acceptable risk to the insurance funds. The determination shall be 
based on the comparison required under subsection (b) and shall be 
made in accordance with regulations of the Secretary. The Sec-
retary may rely on existing regulations published before this sec-
tion takes effect. 127 

(2) The Secretary shall give a mortgagee at least 60 days prior 
written notice of any termination under this subsection. The termi-
nation shall take effect at the end of the notice period, unless the 
Secretary withdraws the termination notice or extends the notice 
period. If requested in writing by the mortgagee within 30 days of 
the date of the notice, the mortgagee shall be entitled to an infor-
mal conference with the official authorized to issue termination no-
tices on behalf of the Secretary (or a designee of that official). At 
the informal conference, the mortgagee may present for consider-
ation specific factors that it believes were beyond its control and 
that caused the excessive default and claim rate. 

ASSURANCE OF ADEQUATE PROCESSING OF APPLICATIONS FOR LOAN 
AND MORTGAGE INSURANCE 

SEC. 534. ø12 U.S.C. 1735f–12¿ (a) STATE OFFICES.—In order 
to ensure the adequate processing of applications for insurance of 
loans and mortgages under this Act, the Secretary shall maintain 
not less than one office in each State to carry out the provisions 
of this Act. 

(b) EXPEDITED PROCEDURE FOR RTC PROPERTIES.—To assist 
the Resolution Trust Corporation in disposing of the property to 
which it acquires title and to ensure the timely processing of appli-
cations for insurance of loans and mortgages under this Act that 
will be used to purchase multifamily residential property from the 
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128 Indented so in law. 

Resolution Trust Corporation, the Secretary shall establish an ex-
pedited procedure for considering such applications. 

PROHIBITION OF REQUIREMENT OF MINIMUM PRINCIPAL LOAN 
AMOUNT 

SEC. 535. ø12 U.S.C. 1735f–13¿ A mortgagee or lender may not 
require, as a condition of providing a loan insured under this Act 
or secured by a mortgage insured under this Act, that the principal 
amount of the loan exceed a minimum amount established by the 
mortgagee or lender. 
SEC. 536. ø12 U.S.C. 1735f–14¿ CIVIL MONEY PENALTIES AGAINST MORT-

GAGEES, LENDERS, AND OTHER PARTICIPANTS IN FHA 
PROGRAMS. 

(a) IN GENERAL.— 
(1) AUTHORITY.—If a mortgagee approved under the Act, a 

lender holding a contract of insurance under title I, or a prin-
cipal, officer, or employee of such mortgagee or lender, or other 
person or entity participating in either an insured mortgage or 
title I loan transaction under this Act or providing assistance 
to the borrower in connection with any such loan, including 
sellers of the real estate involved, borrowers, closing agents, 
title companies, real estate agents, mortgage brokers, apprais-
ers, loan correspondents and dealers, knowingly and materially 
violates any applicable provision of subsection (b), the Sec-
retary may impose a civil money penalty on the mortgagee or 
lender, or such other person or entity, in accordance with this 
section. The penalty under this paragraph shall be in addition 
to any other available civil remedy or any available criminal 
penalty, and may be imposed whether or not the Secretary im-
poses other administrative sanctions. The penalty shall be in 
addition to any other available civil remedy or any available 
criminal penalty, and may be imposed whether or not the Sec-
retary imposes other administrative sanctions. 

(2) AMOUNT OF PENALTY.—The amount of the penalty, as 
determined by the Secretary, may not exceed $5,000 for each 
violation except that the maximum penalty for all violations by 
any particular mortgagee or lender or such other person or en-
tity during any 1-year period shall not exceed $1,000,000. Each 
violation of the provisions of subsection (b)(1) shall constitute 
a separate violation with respect to each mortgage or loan ap-
plication. In the case of a continuing violation, as determined 
by the Secretary, each day shall constitute a separate violation. 
128 In the case of the mortgagee’s failure to engage in loss 

mitigation activities, as provided in section 536(b)(1)(I), the penalty 
shall be in the amount of three times the amount of any insurance 
benefits claimed by the mortgagee with respect to any mortgage for 
which the mortgagee failed to engage in such loss mitigation ac-
tions. 

(b) VIOLATIONS FOR WHICH A PENALTY MAY BE IMPOSED.— 
(1) VIOLATIONS.—The Secretary may impose a civil money 

penalty under subsection (a) for any knowing and material vio-
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129 Indented so in law. 

lation by a mortgagee or lender or any of its owners, officers, 
or directors, as follows: 

(A) Except where expressly permitted by statute, regu-
lation, or contract approved by the Secretary, transfer of a 
mortgage insured under this Act to a mortgagee not ap-
proved by the Secretary, or transfer of a loan to a trans-
feree that is not holding a contract of insurance under title 
I of this Act. 

(B) Failure of a nonsupervised mortgagee, as defined 
by the Secretary— 

(i) to segregate all escrow funds received from a 
mortgagor for ground rents, taxes, assessments, and 
insurance premiums; or 

(ii) to deposit these funds in a special account 
with a depository institution whose accounts are in-
sured by the Federal Deposit Insurance Corporation 
through the Deposit Insurance Fund, or by the Na-
tional Credit Union Administration. 
(C) Use of escrow funds for any purpose other than 

that for which they were received. 
(D) Submission to the Secretary of information that 

was false, in connection with any mortgage insured under 
this Act, or any loan that is covered by a contract of insur-
ance under title I of this Act. 

(E) With respect to an officer, director, principal, or 
employee— 

(i) hiring such an individual whose duties will in-
volve, directly or indirectly, programs administered by 
the Secretary, while that person was under suspension 
or withdrawal by the Secretary; or 

(ii) retaining in employment such an individual 
who continues to be involved, directly or indirectly, in 
programs administered by the Secretary, while that 
person was under suspension or withdrawal by the 
Secretary. 
(F) Falsely certifying to the Secretary or submitting to 

the Secretary a false certification by another person or en-
tity. 

(G) Failure to comply with an agreement, certification, 
or condition of approval set forth on, or applicable to— 

(i) the application of a mortgagee or lender for ap-
proval by the Secretary; or 

(ii) the notification by a mortgagee or lender to 
the Secretary concerning establishment of a branch of-
fice. 
(H) Violation of any provisions of title I or II of this 

Act, or any implementing regulation, handbook, or mort-
gagee letter that is issued under this Act. 

(I) 129 Failure to engage in loss mitigation actions as provided 
in section 230(a) of this Act. 

(J) Failure to perform a required physical inspection of 
the mortgaged property. 
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(K) Violation of section 202(d) of this Act (12 U.S.C. 
1708(d)). 

(L) Use of ‘‘Federal Housing Administration’’, ‘‘Depart-
ment of Housing and Urban Development’’, ‘‘Government 
National Mortgage Association’’, ‘‘Ginnie Mae’’, the acro-
nyms ‘‘HUD’’, ‘‘FHA’’, or ‘‘GNMA’’, or any official seal or 
logo of the Department of Housing and Urban Develop-
ment, except as authorized by the Secretary. 
(2) The Secretary may impose a civil money penalty under 

subsection (a) for any knowing and material violation by a 
principal, officer, or employee of a mortgagee or lender, or 
other participants in either an insured mortgage or title I loan 
transaction under this Act or provision of assistance to the bor-
rower in connection with any such loan, including sellers of the 
real estate involved, borrowers, closing agents, title companies, 
real estate agents, mortgage brokers, appraisers, loan cor-
respondents, and dealers for— 

(A) submission to the Secretary of information that 
was false, in connection with any mortgage insured under 
this Act, or any loan that is covered by a contract of insur-
ance under title I of this Act; 

(B) falsely certifying to the Secretary or submitting to 
the Secretary a false certification by another person or en-
tity; 

(C) failure by a loan correspondent or dealer to submit 
to the Secretary information which is required by regula-
tions or directives in connection with any loan that is cov-
ered by a contract of insurance under title I; or 

(D) causing or participating in any of the violations set 
forth in paragraph (1) of this subsection. 
(3) PROHIBITION AGAINST MISLEADING USE OF FEDERAL EN-

TITY DESIGNATION.—The Secretary may impose a civil money 
penalty, as adjusted from time to time, under subsection (a) for 
any use of ‘‘Federal Housing Administration’’, ‘‘Department of 
Housing and Urban Development’’, ‘‘Government National 
Mortgage Association’’, ‘‘Ginnie Mae’’, the acronyms ‘‘HUD’’, 
‘‘FHA’’, or ‘‘GNMA’’, or any official seal or logo of the Depart-
ment of Housing and Urban Development, by any person, 
party, company, firm, partnership, or business, including sell-
ers of real estate, closing agents, title companies, real estate 
agents, mortgage brokers, appraisers, loan correspondents, and 
dealers, except as authorized by the Secretary. 
(c) AGENCY PROCEDURES.— 

(1) ESTABLISHMENT.—The Secretary shall establish stand-
ards and procedures governing the imposition of civil money 
penalties under subsection (a). These standards and proce-
dures— 

(A) shall provide for the Secretary to make the deter-
mination to impose the penalty or to use an administrative 
entity (such as the Mortgagee Review Board, established 
pursuant to section 202(c) of the National Housing Act) to 
make the determination; 

(B) shall provide for the imposition of a penalty only 
after the mortgagee or lender or such other person or enti-
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ty has been given an opportunity for a hearing on the 
record; and 

(C) may provide for review by the Secretary of any de-
termination or order, or interlocutory ruling, arising from 
a hearing. 
(2) FINAL ORDERS.—If no hearing is requested within 15 

days of receipt of the notice of opportunity for hearing, the im-
position of the penalty shall constitute a final and 
unappealable determination. If the Secretary reviews the de-
termination or order, the Secretary may affirm, modify, or re-
verse that determination or order. If the Secretary does not re-
view the determination or order within 90 days of the issuance 
of the determination or order, the determination or order shall 
be final. 

(3) FACTORS IN DETERMINING AMOUNT OF PENALTY.—In de-
termining the amount of a penalty under subsection (a), con-
sideration shall be given to such factors as the gravity of the 
offense, any history of prior offenses (including those before en-
actment of this section), ability to pay the penalty, injury to 
the public, benefits received, deterrence of future violations, 
and such other factors as the Secretary may determine in regu-
lations to be appropriate. 

(4) REVIEWABILITY OF IMPOSITION OF PENALTY.—The Sec-
retary’s determination or order imposing a penalty under sub-
section (a) shall not be subject to review, except as provided in 
subsection (d). 
(d) JUDICIAL REVIEW OF AGENCY DETERMINATION.— 

(1) IN GENERAL.—After exhausting all administrative rem-
edies established by the Secretary under subsection (c)(1), a 
mortgagee or lender or such other person or entity against 
whom the Secretary has imposed a civil money penalty under 
subsection (a) may obtain a review of the penalty and such an-
cillary issues (such as any administrative sanctions under 24 
C.F.R. parts 24 and 25) as may be addressed in the notice of 
determination to impose a penalty under subsection (c)(1)(A) in 
the appropriate court of appeals of the United States, by filing 
in such court, within 20 days after the entry of such order or 
determination, a written petition praying that the Secretary’s 
determination or order be modified or be set aside in whole or 
in part. 

(2) OBJECTIONS NOT RAISED IN HEARING.—The court shall 
not consider any objection that was not raised in the hearing 
conducted pursuant to subsection (c)(1) unless a demonstration 
is made of extraordinary circumstances causing the failure to 
raise the objection. If any party demonstrates to the satisfac-
tion of the court that additional evidence not presented at the 
hearing is material and that there were reasonable grounds for 
the failure to present such evidence at the hearing, the court 
shall remand the matter to the Secretary for consideration of 
the additional evidence. 

(3) SCOPE OF REVIEW.—The decisions, findings, and deter-
minations of the Secretary shall be reviewed pursuant to sec-
tion 706 of title 5, United States Code. 
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(4) ORDER TO PAY PENALTY.—Notwithstanding any other 
provision of law, in any such review, the court shall have the 
power to order payment of the penalty imposed by the Sec-
retary. 
(e) ACTION TO COLLECT PENALTY.—If any mortgagee or lender 

or such other person or entity fails to comply with the Secretary’s 
determination or order imposing a civil money penalty under sub-
section (a), after the determination or order is no longer subject to 
review as provided by subsections (c)(1) and (d), the Secretary may 
request the Attorney General of the United States to bring an ac-
tion in an appropriate United States district court to obtain a mon-
etary judgment against the mortgagee or lender or such other per-
son or entity and such other relief as may be available. The mone-
tary judgment may, in the court’s discretion, include the attorneys 
fees and other expenses incurred by the United States in connec-
tion with the action. In an action under this subsection, the valid-
ity and appropriateness of the Secretary’s determination or order 
imposing the penalty shall not be subject to review. 

(f) SETTLEMENT BY SECRETARY.—The Secretary may com-
promise, modify, or remit any civil money penalty which may be, 
or has been, imposed under this section. 

(g) DEFINITION OF KNOWINGLY.—For purposes of this section, 
a person acts knowingly when a person has actual knowledge of 
acts or should have known of the acts. 

(h) REGULATIONS.—The Secretary shall issue such regulations 
as the Secretary deems appropriate to implement this section. 

(i) DEPOSIT OF PENALTIES IN INSURANCE FUNDS.—Notwith-
standing any other provision of law, all civil money penalties col-
lected under this section shall be deposited in the appropriate in-
surance fund or funds established under this Act, as determined by 
the Secretary. 

CIVIL MONEY PENALTIES AGAINST MULTIFAMILY MORTGAGORS 

SEC. 537. ø12 U.S.C. 1735f–15¿ (a) IN GENERAL.—The pen-
alties set forth in this section shall be in addition to any other 
available civil remedy or any available criminal penalty, and may 
be imposed whether or not the Secretary imposes other administra-
tive sanctions. The Secretary may not impose penalties under this 
section for violations a material cause of which are the failure of 
the Department, an agent of the Department, or a public housing 
agency to comply with existing agreements. 

(b) PENALTY FOR VIOLATION OF AGREEMENT AS CONDITION OF 
TRANSFER OF PHYSICAL ASSETS, FLEXIBLE SUBSIDY LOAN, CAPITAL 
IMPROVEMENT LOAN, MODIFICATION OF MORTGAGE TERMS, OR 
WORK-OUT AGREEMENT.— 

(1) AUTHORITY.—Whenever a mortgagor of property that 
includes 5 or more living units and that has a mortgage in-
sured, co-insured, or held pursuant to this Act, who has agreed 
in writing, as a condition of a transfer of physical assets, a 
flexible subsidy loan, a capital improvement loan, a modifica-
tion of the mortgage terms, or a workout agreement, to use 
nonproject income to make cash contributions for payments 
due under the note and mortgage, for payments to the reserve 
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130 So in law. 

for replacements, to restore the project to good physical condi-
tion, or to pay other project liabilities, knowingly and materi-
ally fails to comply with any of these commitments, the Sec-
retary may impose a civil money penalty on that mortgagor, on 
a general partner of a partnership mortgagor, or on any officer 
or director of a corporate mortgagor in accordance with the 
provisions of this section. 

(2) AMOUNT OF PENALTY.—The amount of the penalty, as 
determined by the Secretary, for a violation of this subsection 
may not exceed the amount of the loss the Secretary would ex-
perience at a foreclosure sale, or a sale after foreclosure, of the 
property involved. 
(c) OTHER VIOLATIONS.— 

(1) 130 
(A) LIABLE PARTIES.—The Secretary may also impose 

a civil money penalty under this section on— 
(i) any mortgagor of a property that includes 5 or 

more living units and that has a mortgage insured, co-
insured, or held pursuant to this Act; 

(ii) any general partner of a partnership mort-
gagor of such property; 

(iii) any officer or director of a corporate mort-
gagor; 

(iv) any agent employed to manage the property 
that has an identity of interest with the mortgagor, 
with the general partner of a partnership mortgagor, 
or with any officer or director of a corporate mortgagor 
of such property; or 

(v) any member of a limited liability company that 
is the mortgagor of such property or is the general 
partner of a limited partnership mortgagor or is a 
partner of a general partnership mortgagor. 
(B) VIOLATIONS.—A penalty may be imposed under 

this section upon any liable party under subparagraph (A) 
that knowingly and materially takes any of the following 
actions: 

(i) Conveyance, transfer, or encumbrance of any of 
the mortgaged property, or permitting the conveyance, 
transfer, or encumbrance of such property, without the 
prior written approval of the Secretary. 

(ii) Assignment, transfer, disposition, or encum-
brance of any personal property of the project, includ-
ing rents, other revenues, or contract rights, or paying 
out any funds, except for reasonable operating ex-
penses and necessary repairs, without the prior writ-
ten approval of the Secretary. 

(iii) Conveyance, assignment, or transfer of any 
beneficial interest in any trust holding title to the 
property, or the interest of any general partner in a 
partnership owning the property, or any right to man-
age or receive the rents and profits from the mort-
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gaged property, without the prior written approval of 
the Secretary. 

(iv) Remodeling, adding to, reconstructing, or de-
molishing any part of the mortgaged property or sub-
tracting from any real or personal property of the 
project, without the prior written approval of the Sec-
retary. 

(v) Requiring, as a condition of the occupancy or 
leasing of any unit in the project, any consideration or 
deposit other than the prepayment of the first month’s 
rent, plus a security deposit in an amount not in ex-
cess of 1 month’s rent, to guarantee the performance 
of the covenants of the lease. 

(vi) Not holding any funds collected as security de-
posits separate and apart from all other funds of the 
project in a trust account, the amount of which at all 
times equals or exceeds the aggregate of all out-
standing obligations under the account. 

(vii) Payment for services, supplies, or materials 
which exceeds $500 and substantially exceeds the 
amount ordinarily paid for such services, supplies, or 
materials in the area where the services are rendered 
or the supplies or materials furnished. 

(viii) Failure to maintain at any time the mort-
gaged property, equipment, buildings, plans, offices, 
apparatus, devices, books, contracts, records, docu-
ments, and other related papers (including failure to 
keep copies of all written contracts or other instru-
ments which affect the mortgaged property) in reason-
able condition for proper audit and for examination 
and inspection at any reasonable time by the Sec-
retary or any duly authorized agents of the Secretary. 

(ix) Failure to maintain the books and accounts of 
the operations of the mortgaged property and of the 
project in accordance with requirements prescribed by 
the Secretary. 

(x) Failure to furnish the Secretary, by the expira-
tion of the 90-day period beginning on the first day 
after the completion of each fiscal year (unless the 
Secretary has approved an extension of the 90-day pe-
riod in writing), with a complete annual financial re-
port, in accordance with requirements prescribed by 
the Secretary, including requirements that the report 
be— 

(I) based upon an examination of the books 
and records of the mortgagor; 

(II) prepared and certified to by an inde-
pendent public accountant or a certified public ac-
countant (unless the Secretary has waived this re-
quirement in writing); and 

(III) certified to by the mortgagor or an au-
thorized representative of the mortgagor. 
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131 Indented so in law. 

131The Secretary shall approve an extension where the mortgagor 
demonstrates that failure to comply with this clause is due to 
events beyond the control of the mortgagor. 

(xi) At the request of the Secretary, the agents of 
the Secretary, the employees of the Secretary, or the 
attorneys of the Secretary, failure to furnish monthly 
occupancy reports or failure to provide specific an-
swers to questions upon which information is sought 
relative to income, assets, liabilities, contracts, the op-
eration and condition of the property, or the status of 
the mortgage. 

(xii) Failure to make promptly all payments due 
under the note and mortgage, including mortgage in-
surance premiums, tax and insurance escrow pay-
ments, and payments to the reserve for replacements 
when there is adequate project income available to 
make such payments. 

(xiii) Failure to maintain the premises, accom-
modations, any living unit in the project, and the 
grounds and equipment appurtenant thereto in good 
repair and condition in accordance with regulations 
and requirements of the Secretary, except that nothing 
in this clause shall have the effect of altering the pro-
visions of an existing regulatory agreement or feder-
ally insured mortgage on the property. 

(xiv) Failure, by a mortgagor, a general partner of 
a partnership mortgagor, or an officer or director of a 
corporate mortgagor, to provide management for the 
project that is acceptable to the Secretary pursuant to 
regulations and requirements of the Secretary. 

(xv) Failure to provide access to the books, 
records, and accounts related to the operations of the 
mortgaged property and of the project. 

The pay out of surplus cash, as defined by and provided for in 
the regulatory agreement, shall not constitute a violation of 
this subsection. 

(2) AMOUNT OF PENALTY.—A penalty imposed for a viola-
tion under this subsection, as determined by the Secretary, 
may not exceed $25,000. 
(d) AGENCY PROCEDURES.— 

(1) ESTABLISHMENT.—The Secretary shall establish stand-
ards and procedures governing the imposition of civil money 
penalties under subsections (b) and (c). These standards and 
procedures— 

(A) shall provide for the Secretary or other department 
official (such as the Assistant Secretary for Housing) to 
make the determination to impose a penalty; 

(B) shall provide for the imposition of a penalty only 
after the mortgagor, general partner of a partnership 
mortgagor, officer or director of a corporate mortgagor, or 
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identity of interest agent employed to manage the property 
has been given an opportunity for a hearing on the record; 
and 

(C) may provide for review by the Secretary of any de-
termination or order, or interlocutory ruling, arising from 
a hearing. 
(2) FINAL ORDERS.—If no hearing is requested within 15 

days of receipt of the notice of opportunity for hearing, the im-
position of the penalty shall constitute a final and 
unappealable determination. If the Secretary reviews the de-
termination or order, the Secretary may affirm, modify, or re-
verse that determination or order. If the Secretary does not re-
view the determination or order within 90 days of the issuance 
of the determination or order, the determination or order shall 
be final. 

(3) FACTORS IN DETERMINING AMOUNT OF PENALTY.—In de-
termining the amount of a penalty under subsection (b) or (c), 
consideration shall be given to such factors as the gravity of 
the offense, any history of prior offenses (including offenses oc-
curring before enactment of this section), ability to pay the 
penalty, injury to the tenants, injury to the public, benefits re-
ceived, deterrence of future violations, and such other factors 
as the Secretary may determine in regulations to be appro-
priate. 

(4) REVIEWABILITY OF IMPOSITION OF PENALTY.—The Sec-
retary’s determination or order imposing a penalty under sub-
section (b) or (c) shall not be subject to review, except as pro-
vided in subsection (e). 

(5) PAYMENT OF PENALTY.—No payment of a civil money 
penalty levied under this section shall be payable out of project 
income. 
(e) JUDICIAL REVIEW OF AGENCY DETERMINATION.— 

(1) IN GENERAL.—After exhausting all administrative rem-
edies established by the Secretary under subsection (d)(1), an 
entity or person against whom the Secretary has imposed a 
civil money penalty under subsection (b) or (c) may obtain a re-
view of the penalty and such ancillary issues as may be ad-
dressed in the notice of determination to impose a penalty 
under subsection (d)(1)(A) in the appropriate court of appeals 
of the United States, by filing in such court, within 20 days 
after the entry of such order or determination, a written peti-
tion praying that the Secretary’s order or determination be 
modified or be set aside in whole or in part. 

(2) OBJECTIONS NOT RAISED IN HEARING.—The court shall 
not consider any objection that was not raised in the hearing 
conducted pursuant to subsection (d)(1) unless a demonstration 
is made of extraordinary circumstances causing the failure to 
raise the objection. If any party demonstrates to the satisfac-
tion of the court that additional evidence not presented at such 
hearing is material and that there were reasonable grounds for 
the failure to present such evidence at the hearing, the court 
shall remand the matter to the Secretary for consideration of 
such additional evidence. 
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(3) SCOPE OF REVIEW.—The decisions, findings, and deter-
minations of the Secretary shall be reviewed pursuant to sec-
tion 706 of title 5, United States Code. 

(4) ORDER TO PAY PENALTY.—Notwithstanding any other 
provision of law, in any such review, the court shall have the 
power to order payment of the penalty imposed by the Sec-
retary. 
(f) CIVIL MONEY PENALTIES AGAINST MULTIFAMILY MORTGA-

GORS, GENERAL PARTNERS OF PARTNERSHIP MORTGAGORS, OFFICERS 
AND DIRECTORS OF CORPORATE MORTGAGORS, AND CERTAIN MAN-
AGING AGENTS.—If a mortgagor, general partner of a partnership 
mortgagor, officer or director of a corporate mortgagor, or identity 
of interest agent employed to manage the property fails to comply 
with the Secretary’s determination or order imposing a civil money 
penalty under subsection (b) or (c), after the determination or order 
is no longer subject to review as provided by subsections (d)(1) and 
(e), the Secretary may request the Attorney General of the United 
States to bring an action in an appropriate United States district 
court to obtain a monetary judgment against the mortgagor, gen-
eral partner of a partnership mortgagor, officer or director of a cor-
porate mortgagor, or identity of interest agent employed to manage 
the property and such other relief as may be available. The mone-
tary judgment may, in the court’s discretion, include the attorneys 
fees and other expenses incurred by the United States in connec-
tion with the action. In an action under this subsection, the valid-
ity and appropriateness of the Secretary’s determination or order 
imposing the penalty shall not be subject to review. 

(g) SETTLEMENT BY SECRETARY.—The Secretary may com-
promise, modify, or remit any civil money penalty which may be, 
or has been, imposed under this section. 

(h) DEFINITION OF KNOWINGLY.—The term ‘‘knowingly’’ means 
having actual knowledge of or acting with deliberate ignorance of 
or reckless disregard for the prohibitions under this section. 

(i) REGULATIONS.—The Secretary shall issue such regulations 
as the Secretary deems appropriate to implement this section. 

(j) DEPOSIT OF PENALTIES IN INSURANCE FUNDS.—Notwith-
standing any other provision of law, all civil money penalties col-
lected under this section shall be deposited in the fund established 
under section 201(j) of the Housing and Community Development 
Amendments of 1978. 

(k) IDENTITY OF INTEREST MANAGING AGENT.—In this section, 
the terms ‘‘agent employed to manage the property that has an 
identity of interest’’ and ‘‘identity of interest agent’’ mean an enti-
ty— 

(1) that has management responsibility for a project; 
(2) in which the ownership entity, including its general 

partner or partners (if applicable) and its officers or directors 
(if applicable), has an ownership interest; and 

(3) over which the ownership entity exerts effective control. 

ANNUAL AUDITED FINANCIAL STATEMENTS 

SEC. 538. ø12 U.S.C. 1735f–16¿ With respect to fiscal year 
1989 and for every fiscal year thereafter, the Secretary shall make 
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132 The date of enactment was November 28, 1990. 

available to the public a financial statement of the insurance funds 
established under this Act that will present their financial condi-
tion on a cash and accrual basis, consistent with generally accepted 
accounting principles. Each financial statement shall be audited by 
an independent accounting firm selected by the Secretary and the 
results of such audit shall be made available to the public. 

EXAMINATIONS AND SANCTIONS FOR CERTAIN VIOLATIONS 

SEC. 539. (a) ø12 U.S.C. 1735f–17¿ EXAMINATIONS AND SANC-
TIONS.— 

(1) In connection with any examination of a mortgagee ap-
proved by the Secretary pursuant to this Act, the Secretary 
shall assess the performance of the mortgagee in meeting the 
requirements of sections 203(t), 223(a)(7)(B), and 535. Where 
the Secretary determines that a mortgagee is not in compli-
ance with these requirements, the Secretary shall refer the 
matter to the Mortgagee Review Board for investigation and 
appropriate action. 

(2) Not later than 180 days after the date of the enactment 
of the Cranston-Gonzalez National Affordable Housing Act, 132 
the Secretary shall by notice establish a procedure under 
which (A) any person may file a request that the Secretary de-
termine whether a mortgagee is in compliance with sections 
203(t), 223(a)(7)(B), and 535, (B) the Secretary shall inform the 
person of the disposition of the request, and (C) the Secretary 
shall publish in the Federal Register the disposition of any 
case referred by the Secretary to the Mortgagee Review Board. 
Such procedures shall be established by regulation under sec-
tion 553 of title 5, United States Code. The Secretary shall 
issue regulations based on the initial notice before the expira-
tion of the 8-month period beginning on the date of the notice. 

(3) The Secretary shall submit to Congress, not less than 
annually, a report regarding any actions taken to carry out 
this section. The report shall include a list of all requests filed 
pursuant to paragraph (2) and any action taken pursuant to 
such requests. 
(b) MONITORING AND REVIEW.—The Secretary shall continually 

monitor and undertake a thorough review of the implementation of 
this section to assess the impact of the section on the lending prac-
tices of mortgagees and the availability of mortgages insured under 
this Act. The Secretary shall monitor the availability of credit, the 
number and type of lenders participating in the program, whether 
there is any change in the composition or practices of such lenders 
and any other factors the Secretary considers appropriate. The Sec-
retary shall submit to the Congress findings detailing the results 
of such monitoring and review not later than 18 months after the 
enactment of the Cranston-Gonzalez National Affordable Housing 
Act. 
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133 The date of enactment was November 28, 1990. 

INFORMATION REGARDING EARLY DEFAULTS AND FORECLOSURES ON 
INSURED MORTGAGES 

SEC. 540. ø12 U.S.C. 1735f–18¿ (a) IN GENERAL.—The Sec-
retary of Housing and Urban Development shall collect and main-
tain information regarding early defaults on mortgages as provided 
under this section. The Secretary shall make such information 
available for public inspection upon request. Information shall be 
collected quarterly with respect to each applicable collection period 
(as such term is defined in subsection (c)) and shall be available 
for inspection not more than 30 days after the conclusion of the cal-
endar quarter relating to each such period. Information shall first 
be made available under this section for the applicable collection 
period relating to the first calendar quarter ending more than 180 
days after the date of the enactment of the Cranston-Gonzalez Na-
tional Affordable Housing Act. 133 

(b) CONTENTS.— 
(1) MORTGAGE LENDER ANALYSIS.—Information collected 

under this section shall include, for each lender originating 
mortgages during the applicable collection period that are in-
sured pursuant to section 203 and secured by property in a 
designated census tract, the following information with respect 
to such mortgages: 

(A) The name of the lender and the number of each 
designated census tract in which the lender originated 1 or 
more such mortgages during the applicable collection pe-
riod. 

(B) The total number of such mortgages originated by 
such lender during the applicable collection period in each 
designated census tract and the number of mortgages 
originated each year in each designated census tract. 

(C) The total number of defaults and foreclosures on 
such mortgages during the applicable collection period in 
each designated census tract and the number of defaults 
and foreclosures in each designated census tract in each 
year of the period. 

(D) For each designated census tract, the percentage of 
such lender’s total insured mortgages originated during 
each year of the applicable collection period (with respect 
to properties within such census tract) on which defaults 
or foreclosures have occurred during the applicable collec-
tion period. 

(E) The total of all such originations, defaults, and 
foreclosures on insured mortgages originated by such lend-
er during the applicable collection period for all designated 
census tracts and the percentage of the total number of 
such lender’s insured mortgage originations on which de-
faults or foreclosures have occurred during the applicable 
collection period. 
(2) OTHER INFORMATION.—Information collected under this 

section shall also include the following: 
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134 Section 3003(a)(1) of the Federal Reports Elimination and Sunset Act of 1995, Pub. L. 104– 
66, which is set forth post in part XII of this compilation, provides that certain provisions of 
law requiring submittal to Congress of an annual, semiannual, or other regular periodic report 
shall cease to be effective on May 15, 2000. This subsection is covered by such provision. How-
ever, section 1102 of the American Homeownership and Economic Opportunity Act of 2000, Pub-
lic Law 106–569, set forth post in part XII of this compilation, provides that such section 
3003(a)(1) shall not apply to the report required to be submitted under this subsection. 

135 So in law. 

(A) For each lender referred to under paragraph (1), 
the total number of insured mortgages originated by the 
lender secured by properties not located in a designated 
census tract, the total number of defaults and foreclosures 
on such mortgages, and the percentage of such mortgages 
originated on which defaults or foreclosures occurred dur-
ing the applicable collection period. 

(B) For each designated census tract, the total number 
of mortgages originated during the applicable collection pe-
riod that are insured pursuant to section 203, the number 
of defaults and foreclosures occurring on such mortgages 
during such period, and the percentage of the total insured 
mortgage originations during the period on which defaults 
or foreclosures occurred. 

(c) ANNUAL REPORTS.—The Secretary shall submit to the Con-
gress annually a report containing the information collected and 
maintained under subsection (b) for the relevant year. 134 

(d) DEFINITIONS.—For purposes of this section: 
(1) APPLICABLE COLLECTION PERIOD.—The term ‘‘applicable 

collection period’’ means the 5-year period ending on the last 
day of the calendar quarter for which information under this 
section is collected. 

(2) DESIGNATED CENSUS TRACT.—The term ‘‘designated 
census tract’’ means a census tract located within a metropoli-
tan statistical area, as defined pursuant to regulations issued 
by the Secretary of Commerce. 

PARTIAL PAYMENT OF CLAIMS ON DEFAULTED MORTGAGES AND IN 
CONNECTION WITH MORTGAGE RESTRUCTURING 

SEC. 541. ø12 U.S.C. 1735f–19¿ (a) DEFAULTED MORTGAGES.— 
Notwithstanding any other provision of law, if the Secretary is re-
quested to accept assignment of a mortgage insured by the Sec-
retary that covers a multifamily housing project (as such term is 
defined in section 203(b) of the Housing and Community Develop-
ment Amendments of 1978 or a health care facility (including a 
nursing home, intermediate care facility, or board and care home 
(as those terms are defined in section 232 of this Act), a hospital 
(as that term is defined in section 242 of this Act), or a group prac-
tice facility (as that term is defined in section 1106 of this Act))) 135 
and the Secretary determines that partial payment would be less 
costly to the Federal Government than other reasonable alter-
natives for maintaining the low-income character of the project, or 
for keeping the health care facility operational to serve community 
needs, the Secretary may request the mortgagee, in lieu of assign-
ment, to— 

(1) accept partial payment of the claim under the mortgage 
insurance contract; and 
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(2) recast the mortgage, under such terms and conditions 
as the Secretary may determine. 
(b) EXISTING MORTGAGES.—Notwithstanding any other provi-

sion of law, the Secretary, in connection with a mortgage restruc-
turing under section 514 of the Multifamily Assisted Housing Re-
form and Affordability Act of 1997, may make a one time, non-
default partial or full payment of claim under one or more mort-
gage insurance contracts, which shall include a determination by 
the Secretary or the participating administrative entity, in accord-
ance with the Multifamily Assisted Housing Reform and Afford-
ability Act of 1997, of the market value of the project and a restruc-
turing of the mortgage, under such terms and conditions as are 
permitted by section 517(a) of such Act. 

(c) REPAYMENT.—As a condition to a partial claim payment 
under this section, the mortgagor shall agree to repay to the Sec-
retary the amount of such payment and such obligation shall be se-
cured by a second mortgage on the property on such terms and con-
ditions as the Secretary may determine. 
SEC. 542. ø12 U.S.C. 1735f–20¿ AUTHORIZATION OF APPROPRIATIONS 

FOR GENERAL AND SPECIAL RISK INSURANCE FUNDS. 
There are authorized to be appropriated such sums as may be 

necessary for each of fiscal years 1994 and 1995, to be allocated in 
any manner that the Secretary determines appropriate, for the fol-
lowing costs incurred in conjunction with programs authorized 
under the General Insurance Fund, as provided by section 519, and 
the Special Risk Insurance Fund, as provided by section 238: 

(1) The cost to the Government, as defined in section 502 
of the Congressional Budget Act, of new insurance commit-
ments. 

(2) The cost to the Government, as defined in section 502 
of the Congressional Budget Act, of modifications to existing 
loans, loan guarantees, or insurance commitments. 

(3) The cost to the Government, as defined in section 502 
of the Congressional Budget Act, of loans provided under sec-
tion 203(f) of the Housing and Community Development 
Amendments of 1978. 

(4) The costs of the rehabilitation of multifamily housing 
projects (as defined in section 203(b) of the Housing and Com-
munity Development Amendments of 1978) upon disposition by 
the Secretary. 

TITLE VI—WAR HOUSING INSURANCE 

øNote.—Title VI of the National Housing Act authorized the 
Secretary to ensure mortgages for sale and rental housing to re-
lieve the acute housing shortage and provide housing for World 
War II veterans.¿ 

TITLE VII—INSURANCE FOR INVESTMENTS IN RENTAL 
HOUSING FOR FAMILIES OF MODERATE INCOME 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00235 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



236 Sec. 801 NATIONAL HOUSING ACT 

136 So in law. There are no section headings in this title. 

øNote.—Title VII of the National Housing Act provided a spe-
cial system of insurance designed to encourage equity investment 
in rental housing for families of moderate income.¿ 

TITLE VIII—ARMED SERVICES HOUSING MORTGAGE 
INSURANCE 136 

SEC. 801. ø12 U.S.C. 1748¿ As used in 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 for a pe-
riod of not less than fifty years to run from the date the mortgage 
was executed; and the term ‘‘first mortgage’’ means such classes of 
first liens as are commonly given to secure advances on, or the un-
paid purchase price of, real estate, under the law of the State in 
which the real estate is located, together with the credit instru-
ments, 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, 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 ‘‘housing accommodations’’ means housing de-
signed for occupancy by military personnel and their dependents, 
assigned to duty at or near the military installation where such 
housing units are constructed. 

(e) The term ‘‘personnel’’ shall include military and civilian 
personnel approved by the Secretary of Defense, or his designee, 
and the dependents of all such personnel. 

(f) The term ‘‘military’’ includes Army, Navy, Marine Corps, Air 
Force, and Coast Guard. 

(g) The term ‘‘State’’ includes the several States and Puerto 
Rico, the District of Columbia, Guam, the Virgin Islands, the Canal 
Zone, and Midway Island. 

øSEC. 802. øRepealed.¿ ¿ 
SEC. 803. ø12 U.S.C. 1748b¿ (a) In order to assist in relieving 

the acute shortage and urgent need for family housing which now 
exists at or in areas adjacent to military installations because of 
uncertainty as to the permanency of such installations and to in-
crease the supply of necessary family housing accommodations for 
personnel at such installations, the Secretary is authorized, upon 
application of the mortgagee, to insure mortgages (including ad-
vances on such mortgages during construction) which are eligible 
for insurance as hereinafter provided, and, upon such terms as the 
Secretary may prescribe, to make commitments for so insuring 
such mortgages prior to the date of their execution or disbursement 
thereon: Provided, That the aggregate amount of principal obliga-
tions of all mortgages insured under this title (except mortgages in-
sured pursuant to the provisions of this title in effect prior to the 
enactment of the Housing Amendments of 1955) shall not exceed 
$2,300,000,000: And provided further, That the limitation in sec-
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137 Indented so in law. 

tion 217 of this Act shall not apply to this title: And provided fur-
ther, That no more mortgages shall be insured under this section 
after October 1, 1962, except pursuant to a commitment to insure 
before such date, and not more than twenty-eight thousand family 
housing units shall be contracted for after June 30, 1959, pursuant 
to any mortgage insured under this section after such date. 

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

(1) 137 The mortgaged property shall be held by a mortgagor 
approved by the Secretary. The Secretary may, in his discretion, re-
quire such mortgagor to be regulated or restricted as to capital 
structure, and methods of operation. The Secretary may make such 
contracts with, and acquire for not to exceed $100 stock or interest 
in, any such mortgagor, as the Secretary may deem necessary to 
render effective such restriction or regulation. Such stock or inter-
est shall be paid for out of the General Insurance Fund, and shall 
be redeemed by the mortgagor at par upon the termination of all 
obligations of the Secretary under the insurance. 

(2) 137 The mortgaged property shall be designed for use for 
residential purposes by personnel of the armed services and situ-
ated at or near a military installation, and the Secretary of Defense 
or his designee shall have certified that there is no intention, so 
far as can reasonably be foreseen, to substantially curtail the per-
sonnel assigned or to be assigned to such installation, and (i) shall 
have determined that for reasons of safety, security, or other essen-
tial military requirements, it is necessary that the personnel in-
volved reside in public quarters: Provided however, That for the 
purposes of this subsection housing covered by a mortgage insured, 
or for which a commitment to insure has been issued, under section 
803 prior to the enactment of the ‘‘Housing Amendments of 1955’’ 
may be considered the same as available quarters, and (ii) with the 
approval of the Secretary, shall have determined that adequate 
housing is not available for such personnel at reasonable rentals 
within reasonable commuting distance of the installation and that 
the mortgaged property will not, so far as can reasonably be fore-
seen, substantially curtail occupancy in existing housing covered by 
mortgages insured under this Act. The housing accommodations 
shall comply with such standards and conditions as the Secretary 
may prescribe to establish the acceptability of such property for 
mortgage insurance, except that the certification of the Secretary 
of Defense or his designee shall (for purposes of mortgage insur-
ance under this title) be conclusive evidence to the Secretary of the 
existence of the need for such housing. However, if the Secretary 
does not concur in the housing needs as certified by the Secretary 
of Defense, the Secretary may require the Secretary of Defense to 
guarantee the General Insurance Fund against loss with respect to 
the mortgage covering such housing. There are hereby authorized 
to be appropriated such sums as may be necessary to provide for 
payment to meet losses arising from such guaranty. 

(3) 137 The mortgage shall involve a principal obligation in an 
amount— 
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(A) not to exceed the amount which the Secretary esti-
mates will be the replacement cost of the property or project 
when the proposed improvements are completed (the cost of 
the property or project as such term is used in this paragraph 
may include the cost of the land, the physical improvements, 
and utilities within the boundaries of the property or project); 

(B) not to exceed an average of $16,500 per family unit for 
such part of such property or project (including ranges, refrig-
erators, shades, screens, and fixtures) as may be attributable 
to dwelling use: Provided, That the replacement cost of the 
property or project as determined by the Secretary, including 
the estimated value of any usable utilities within the bound-
aries of the property or project where owned by the United 
States and not provided for out of the proceeds of the mort-
gage, shall not exceed an average of $16,500 per family unit: 
Provided further, That should the financing of housing to be 
constructed pursuant to a single invitation for bids be accom-
plished by two or more mortgages, the principal obligation of 
any single mortgage may exceed an average of $16,500 per 
family unit if the sum of the principal obligations of all mort-
gages for such housing does not exceed an average of $16,500 
per family unit: And provided further, That subject to the limi-
tations of this paragraph no family unit included in any mort-
gaged property shall be contracted for after the date of enact-
ment of the Military Construction Act of 1960 138 if the cost of 
such unit exceeds $19,800; and 

(C) not to exceed the bid of the eligible bidder with respect 
to the property or project under section 403 of the Housing 
Amendments of 1955. 

The mortgage shall provide for complete amortization by periodic 
payments within such terms as the Secretary shall prescribe, but 
not to exceed thirty years from the beginning of amortization of the 
mortgage, and shall bear interest (exclusive of premium charges for 
insurance) at not to exceed 41⁄2 per centum per annum of the 
amount of the principal obligation outstanding at any time. The 
Secretary may consent to the release of a part or parts of the mort-
gaged property from the lien of the mortgage upon such terms and 
conditions as he may prescribe and the mortgage may provide for 
such release. The property or project may include such nondwelling 
facilities as the Secretary deems adequate to serve the occupants. 

(c) The Secretary is authorized to fix a premium charge for the 
insurance of mortgages under this title but in the case of any mort-
gage 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 11⁄2 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 
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 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, 
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upon the presentation of a mortgage for insurance and the tender 
of the initial premium charge and such other charges as the Sec-
retary may require, that the mortgage complies with the provisions 
of this title, such mortgage may be accepted for insurance by en-
dorsement or otherwise as the Secretary may prescribe. 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 authorized to refund to the mortgagee for the ac-
count of the mortgagor all, or such portion as he shall determine 
to be equitable, of the current unearned premium charges thereto-
fore paid. The Secretary may reduce the payment of premiums pro-
vided for herein. The Secretary is further authorized to reduce the 
amount of the premium charge below one-half of 1 per centum per 
annum with respect to any mortgage on property acquired by the 
Secretary of Defense or his designee if the mortgage is insured pur-
suant to the provisions of this title as in effect prior to August 11, 
1955. 

(d) 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 title shall be considered a default under such mortgage, 
and, if such default continues for a period of thirty days, the mort-
gagee 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 mort-
gagor and which have not been applied in reduction of the principal 
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, subject to the cash adjustment 
provided for in subsection (e) of this section, issue to the mortgagee 
debentures having a total face value equal to the value of the mort-
gage, and a certificate of claim as hereinafter provided. For the 
purposes of this subsection, the value of the mortgage shall be de-
termined in accordance with rules and regulations prescribed by 
the Secretary, by adding to the amount of the original principal ob-
ligation of the mortgage which was unpaid on the date of default, 
the amount the mortgagee may have paid for (A) taxes, special as-
sessments, 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 in-
surance premiums paid after default; less the sum of (i) any 
amount received on account of the mortgage after such date; and 
(ii) any net income received by the mortgagee from the property 
after such date. 
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(e) Debentures issued under this title shall be in such form and 
denominations in multiples of $50, shall be subject to such terms 
and conditions, and shall include such provisions for redemption, if 
any, as may be prescribed by the Secretary with the approval of 
the Secretary of the Treasury, and may be in coupon or registered 
form. Any difference between the value of the mortgage determined 
as herein provided and the aggregate face value of the debentures 
issued not to exceed $50, shall be adjusted by the payment of cash 
by the Secretary to the mortgagee from the General Insurance 
Fund. 

(f) Debentures issued under this title shall be executed in the 
name of the General Insurance Fund as obligor, shall be signed by 
the Secretary, by either his written or engraved signature, and 
shall be negotiable. All such debentures shall be dated as of the 
date of default as determined in accordance with subsection (d) of 
this section, and shall bear interest from such date at a rate estab-
lished by the Secretary pursuant to section 224, payable semiannu-
ally on the 1st day of January and the 1st day of July each year, 
and shall mature twenty years after the date thereof. Such deben-
tures shall be exempt, both as to principal and interest, from all 
taxation (except surtaxes, estate, inheritance, and gift taxes) now 
or hereafter imposed by any Territory, dependency, or possession of 
the United States or by the District of Columbia, or by any State, 
county, 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 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, 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. 

(g) The certificate of claim issued by the Secretary to any mort-
gagee in connection with the insurance of mortgages under this 
title shall be for an amount determined in accordance with sub-
sections (e) and (f) of section 604 of this Act, except that any 
amount remaining after the payment of the full amount under the 
certificate of claim shall be retained by the Secretary and credited 
to the General Insurance Fund. 

(h) The provisions of section 207(k) and section 207(l) of this 
Act shall be applicable to mortgages insured under this title and 
to property acquired by the Secretary hereunder, except that, as 
applied to such mortgages and property, the reference in section 
207(k) to subsection (g) shall be construed to refer to subsection (d) 
of this section. 

(i) The Secretary shall also have power to insure under this 
title or title II any mortgage executed in connection with the sale 
by him of any property acquired under this title without regard to 
any limit as to eligibility, time or aggregate amount contained in 
this title or title II. 

(j) Any contract of insurance executed by the Secretary under 
this title shall be conclusive evidence of the eligibility of the mort-
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139 Section 4 of Pub. L. 216, 84th Congress, 69 Stat. 448, approved August 3, 1955, amended 
the Renegotiation Act of 1951 to provide for renegotiation of any contract awarded for the con-
struction of housing financed with a mortgage or mortgages insured under the provisions of title 
VIII, as amended. 

gage for insurance and the validity of any contract of insurance so 
executed shall be incontestable in the hands of an approved mort-
gagee from the date of the execution of such contract, except for 
fraud or misrepresentation on the part of such approved mort-
gagee. 

(k) The Secretary shall not insure any mortgage under this sec-
tion unless the principal contractor or contractors engaged in the 
construction of the project involved file a certificate or certificates 
(at such times, in the course of construction or otherwise, as the 
Secretary may prescribe) certifying that the laborers and mechan-
ics employed in the construction of such project have been paid not 
less than one and one-half times the regular rate of pay for employ-
ment in excess of eight hours in any one day or in excess of forty 
hours in any one week. 

øSEC. 804. øRepealed.¿ ¿ 
SEC. 805. ø12 U.S.C. 1748d¿ Whenever the Secretary of the 

Army, Navy, or Air Force determines that it is necessary to lease 
any land held by the United States on or near a military installa-
tion to effectuate the purposes of this title, he may lease such land 
upon such terms and conditions as will, in his opinion, best serve 
the national interest. The authority conferred by this section shall 
be in addition to and not in derogation of any other power or au-
thority of the Secretary of the Army, Navy, or Air Force. 

SEC. 806. ø12 U.S.C. 1748e¿ The second sentence of section 
214 of the National Housing Act, as amended, relating to housing 
in the State of Alaska, shall not apply to mortgages insured under 
this title on property in said State. 

SEC. 807. ø12 U.S.C. 1748f¿ The Secretary is authorized and 
directed to make such rules and regulations as may be necessary 
to carryout the provisions of this title. 

SEC. 808. ø12 U.S.C. 1748g¿ Except in the case of mortgages 
on multifamily rental housing projects insured under section 810, 
the cost certification required under section 227 of this Act shall 
not be required with respect to mortgages insured under the provi-
sions of this title as amended by the Housing Amendments of 
1955. 139 

SEC. 809. ø12 U.S.C. 1748h–1¿ (a) Notwithstanding any other 
provisions of this title and in addition to mortgages insured under 
section 803, the Secretary may insure any mortgage under this sec-
tion which meets the eligibility requirements set forth in section 
203(b) of this Act: Provided, That a mortgage insured under this 
section shall have been executed by a mortgagor who at the time 
of insurance is the owner of the property and either occupies the 
property or certifies that his failure to do so is the result of a 
change in his employment by the Armed Forces or a contractor 
thereof and to whom the Secretary of Defense or his designee has 
issued a certificate indicating that such person requires housing 
and is at the date of the certificate a civilian employee at a re-
search or development installation of one of the military depart-
ments of the United States or a contractor thereof and is consid-
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ered by such military department to be an essential, nontemporary 
employee at such date. Such certificate shall be conclusive evidence 
to the Secretary of the employment status of the mortgagor and of 
the mortgagor’s need for housing. 

(b) No mortgage shall be insured under this section unless the 
Secretary of Defense or his designee shall have certified to the Sec-
retary that the housing is necessary to provide adequate housing 
for such civilians employed in connection with such a research or 
development installation and that there is no present intention to 
substantially curtail the number of such civilian personnel as-
signed or to be assigned to such installation. Such certification 
shall be conclusive evidence to the Secretary of the need for such 
housing but if the Secretary determines that insurance of mort-
gages on such housing is not an acceptable risk, he may require the 
Secretary of Defense to guarantee the General Insurance Fund 
from loss with respect to mortgages insured pursuant to this sec-
tion: Provided, That the Secretary shall relieve the Secretary of De-
fense from any obligation to guarantee the General Insurance Fund 
from loss with respect to a mortgage assumed by a person ineli-
gible to receive a certificate under subsection (a), if the original 
mortgagor is issued another certificate with respect to a mortgage 
insured under this section on property which the Secretary deter-
mines is not an acceptable risk. There are hereby authorized to be 
appropriated such sums as may be necessary to provide for pay-
ment to meet losses arising from such guaranty. 

(c) The Secretary may accept any mortgage for insurance 
under this section without regard to any requirement in any other 
section of this Act, that the project or property be economically 
sound or an acceptable risk. 

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

(e) The provisions of subsections (b), (c), (d), (e), (f), (g), (h), (j), 
and (k) of section 204 shall apply to mortgages insured under this 
section except that as applicable to those mortgages: (1) all ref-
erences to the ‘‘Fund’’ or ‘‘Mutual Mortgage Insurance Fund’’ shall 
refer to the ‘‘General Insurance Fund’’ and (2) all references to sec-
tion 203 shall refer to this section. 

(f) The provisions of sections 801, 802, 803(c), 803(i), 803(j), 
804(a), 804(b), and 807 and the provisions of section 803(a) relating 
to the aggregate amount of all mortgages insured under this title, 
shall be applicable to mortgages insured under this section. 

(g)(1) A mortgage secured by property which is intended to pro-
vide housing for a person (i) employed or assigned to duty at or in 
connection with any research or development installation of the 
National Aeronautics and Space Administration and which is lo-
cated at or near such installation, or (ii) employed at any research 
or development installation of the Atomic Energy Commission and 
which is located at or near such installation, may (if the mortgage 
otherwise meets the requirements of this section) be insured by the 
Secretary under the provisions of this section. The Administrator 
of the National Aeronautics and Space Administration (or his des-
ignee), in the case of any mortgage secured by property intended 
to provide housing for any person employed or assigned to duty at 
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140 So in law. Probably should be designated as subparagraph (A). 
141 So in law. Probably should be designated as subparagraph (B). 
142 So in law. Probably should be designated as subparagraph (C). 
143 So in law. Probably should be designated as subparagraph (D). 

any such installation of the National Aeronautics and Space 
Administation, or the Chairman of the Atomic Energy Commission 
(or his designee), in the case of any mortgage secured by property 
intended to provide housing for any person employed at such in-
stallation of the Atomic Energy Commission, is authorized to guar-
antee and indemnify the General Insurance Fund against loss to 
the extent required by the Secretary, in accordance with the provi-
sions of subsection (b) of this section. 

(2) For purpose of this subsection— 

(i) 140 The terms ‘‘Armed Forces’’, ‘‘one of the military de-
partments of the United States’’, ‘‘military department’’, ‘‘Sec-
retary of Defense or his designee’’, and ‘‘Secretary’’, when used 
in subsections (a) and (b) of this section, shall be deemed to 
refer to the National Aeronautics and Space Administration (or 
the Administrator thereof), or the Atomic Energy Commission 
(or the Chairman thereof), as may be appropriate; 

(ii) 141 The term ‘‘Secretary of the Army, Navy, or Air 
Force’’, when used in section 805, shall be deemed to refer to 
the National Aeronautics and Space Administration or the Ad-
ministrator thereof, as may be appropriate; 

(iii) 142 The terms ‘‘civilian employee’’, ‘‘civilians’’, and ‘‘ci-
vilian personnel’’, as used in this section, shall be deemed to 
refer to (A) employees of the National Aeronautics and Space 
Administration or a contractor thereof or to military personnel 
assigned to duty at an installation of the National Aeronautics 
and Space Administration, or (B) persons employed at or in 
connection with any research or development installation of 
the Atomic Energy Commission, as the case may be; and 

(iv) 143 The term ‘‘military installation’’ when used in sec-
tion 805 shall be deemed to refer to an installation of the Na-
tional Aeronautics and Space Administration. 
SEC. 810. ø12 U.S.C. 1748h–2¿ (a) Notwithstanding any other 

provision of this title, the Secretary may insure and make commit-
ments to insure any mortgage under this section which meets the 
eligibility requirements hereinafter set forth. 

(b) No mortgage shall be insured under this section unless (1) 
the housing which is covered by the insured mortgage is necessary 
in the interest of national security in order to provide adequate 
housing for (A) military personnel and essential civilian personnel 
serving or employed in connection with any installation of one of 
the armed services of the United States, or (B) essential personnel 
employed or assigned to duty at or in connection with any research 
or development installation of the National Aeronautics and Space 
Administration or of the Atomic Energy Commission, (2) there is 
no present intention to curtail substantially the number of such 
personnel assigned or to be assigned to the installation, (3) ade-
quate housing is not available for such personnel at reasonable 
rentals within reasonable commuting distances of such installa-
tions, and (4) the mortgaged property will not so far as can be rea-
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sonably foreseen substantially curtail occupancy in any existing 
housing in the vicinity of the installation which is covered by mort-
gages insured under this Act. 

(c) The Secretary may accept any mortgage for insurance 
under this section without regard to any requirement in any other 
section of this Act that the property or project be economically 
sound. 

(d) The Secretary shall require each project covered by a mort-
gage insured under this section to be held for rental for a period 
of not less than five years after the project or dwelling is made 
available for initial occupancy or until he finds that the housing 
may be released from such rental condition. The Secretary shall 
prescribe such procedures as in his judgment are necessary to se-
cure reasonable preference or priority in the sale or rental of dwell-
ings covered by a mortgage insured under this section for military 
personnel and essential civilian employees of the armed services, 
employees of contractors for the armed services and persons de-
scribed in clause (1)(B) of subsection (b) of this section. 

(e) For the purpose of providing multifamily rental housing 
projects or housing projects consisting of individual single-family 
dwellings for sale, the Secretary is authorized to insure mortgages 
(including advances on such mortgages during construction) which 
cover property held by a mortgagor approved by the Secretary. Any 
such mortgagor shall possess powers necessary therefor and inci-
dental thereto and shall until the termination of all obligations of 
the Secretary under such insurance be regulated or restricted as to 
rents or sales, charges, capital structure, rate of return, and meth-
ods of operation to such extent and in such manner as to provide 
reasonable rentals to tenants and a reasonable return on the in-
vestment. The Secretary may make such contracts with, and ac-
quire for not to exceed $100 such stock or interest in, any such 
mortgagor as he may deem necessary to render effective such re-
striction or regulation. Such stock or interest shall be paid for out 
of the General Insurance Fund, and shall be redeemed by the mort-
gagor at par upon the termination of all obligations of the Sec-
retary under the insurance. 

(f) To be eligible for insurance under this section, a mortgage 
on any multifamily rental property or project shall involve a prin-
cipal obligation in an amount not to exceed, for such part of such 
property or project as may be attributable to dwelling use, $9,000 
per family unit without a bedroom, $12,500 per family unit with 
one bedroom, $15,000 per family unit with two bedrooms, and 
$18,500 per family unit with three or more bedrooms and not to 
exceed 90 per centum of the estimated value of the property or 
project when the proposed physical improvements are completed. 
The Secretary may, by regulation, increase any of the foregoing dol-
lar amount limitations contained in this paragraph by not to ex-
ceed 45 per centum in any geographical area where he finds that 
cost levels so require. 

(g) To be eligible for insurance under this section a mortgage 
on any property or project constructed for eventual sale or single- 
family dwellings, shall involve a principal obligation in an amount 
not to exceed a sum computed on the basis of a separate mortgage 
for each single-family dwelling (irrespective of whether such dwell-
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ing has a party wall or is otherwise physically connected with an-
other dwelling or dwellings) comprising the property, or project 
equal to the total of each of the maximum principal obligations of 
such mortgages which would meet the requirements of section 
203(b)(2) of this Act if the mortgagor were the owner and occupant 
who had made the required payment on account of the property 
prescribed in such paragraph. 

(h) Any mortgage insured under this section shall provide for 
complete amortization by periodic payments within such terms as 
the Secretary may prescribe but not to exceed the maximum term 
applicable to mortgages under section 207 of this Act and shall 
bear interest at such rate as may be agreed upon by the mortgagor 
and the mortgagee, except that individual mortgages of the char-
acter described in subsection (g) covering the individual dwellings 
in the project may have a term not in excess of the maximum term 
applicable to mortgages insured under section 203 of this Act or the 
unexpired term of the project mortgage at the time of the release 
of the mortgaged property from such project mortgage, whichever 
is the greater, 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 such terms and condi-
tions as he may prescribe and the mortgage may provide for such 
release, and a mortgage of the character described in subsection (g) 
of this section may provide that, at any time after the release of 
the project from the rental period prescribed by subsection (d), 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 insured 
under this section may include eight or more family units and may 
include such commercial and community facilities as the Secretary 
deems adequate to serve the occupants. 

(i) The aggregate number of dwelling units (including all units 
in multifamily projects or individual dwellings) covered by out-
standing commitments to insure and mortgages insured under this 
section shall at no time exceed five thousand dwelling units. 

(j) The provisions of subsections (d), (e), (g), (h), (i), (j), (k), (l), 
and (n) of section 207 of this title shall be applicable to mortgages 
insured under this section except individual mortgages of the char-
acter described in subsection (g) 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), (j), and (k) 
of section 204 shall be applicable: Provided, That wherever the 
word ‘‘Fund’’, or ‘‘Mutual Mortgage Insurance Fund’’ appear in sec-
tion 204, such reference shall refer to the General Insurance Fund 
with respect to mortgages insured under this section. 

(k) The provisions of sections 801, 802, 803(c), 803(i), 803(j), 
804(a), 804(b), and 807 and the provisions of section 803(a) relating 
to the aggregate amount of all mortgages insured under this title 
shall be applicable to mortgages insured under this section. 

SEC. 811. ø12 U.S.C. 1748h–3¿ (a) The Secretary is authorized 
to make payments in lieu of taxes on any real property to which 
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144 Subsections (b) and (c) of section 133 of the Department of Housing and Urban Develop-
ment Reform Act of 1989, Pub. L. 101–235, approved December 15, 1989, 12 U.S.C. 1749aa note, 
provide as follows: 

‘‘(b) APPLICABILITY.—On or after the date of enactment of this Act, no mortgage may be in-
sured under title X, as such title existed immediately before such date, except pursuant to a 
commitment to insure made before such date. 

‘‘(c) SAVINGS PROVISION.—Any contract of insurance entered into under title X before the date 
of enactment of this Act shall be governed by the provisions of such title as such title existed 
immediately before such date.’’. 

title has been or is hereafter acquired by him in fee under section 
803 as effective prior to August 11, 1955, and on which taxes or 
payments in lieu of such taxes were payable or paid prior to acqui-
sition by the Secretary. Such payments may be made in connection 
with tax years occurring prior to or subsequent to the date of the 
enactment of this section. The amount of any such payments shall 
not exceed taxes on similar property and shall not include interest 
or penalties. If the Secretary has acquired or hereafter acquires 
title in fee to real property by foreclosure or by transfer from some 
other department or agency of the Government or otherwise during 
a tax year, he may make a payment in lieu of taxes prorated for 
that portion of the year remaining after his acquisition of title. 
This subsection shall not authorize any lien against property held 
by the Secretary, nor the payment of any tax, nor any payment in 
lieu of any tax, on any interest of the Secretary as lessee or mort-
gagee. 

(b) Nothing in this title shall be construed to exempt any real 
property which has been or is hereafter acquired and held by the 
Secretary under section 809 or 810 from taxation by any State or 
political subdivision thereof, to the same extent, according to its 
value, as other real property is taxed. 

TITLE IX—NATIONAL DEFENSE HOUSING INSURANCE 

øNote.—Title IX of the National Housing Act provides a new 
mortgage insurance program designed to encourage the production 
of housing in critical defense housing areas.¿ 

øTITLE X—MORTGAGE INSURANCE FOR LAND 
DEVELOPMENT 

øNote.—Title X of the National Housing Act provided a mort-
gage insurance program designed to encourage purchase of raw 
acreage and development of improved buildings and related sites in 
an orderly and economical manner. Title X was repealed by section 
133(a) of Public Law 101–235.¿ 144 

TITLE XI—MORTGAGE INSURANCE FOR GROUP PRACTICE 
FACILITIES 

INSURANCE OF MORTGAGES 

SEC. 1101. ø12 U.S.C. 1749aaa¿ (a) The Secretary is author-
ized (1) to insure mortgages (including advances on such mortgages 
during construction) upon such terms and conditions as he may 
prescribe, in accordance with the provisions of this title, and (2) to 
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make commitments for the insuring of such mortgages prior to the 
date of their execution or disbursement thereon. 

(b) To be eligible for insurance under this title, the mortgage 
shall (1) be executed by a mortgagor that is a group practice unit 
or organization or other mortgagor, approved by the Secretary, (2) 
be made to and held by a mortgagee approved by the Secretary as 
responsible and able to service the mortgage properly, and (3) cover 
a property or project which is approved for mortgage insurance 
prior to the beginning of construction or rehabilitation and is de-
signed for use as a group practice facility or medical practice facil-
ity which the Secretary finds will be constructed in an economical 
manner, will not be of elaborate or extravagant design or mate-
rials, and will be adequate and suitable for carrying out the pur-
poses of this title. No mortgage shall be insured under this title un-
less it is shown to the satisfaction of the Secretary that the appli-
cant would be unable to obtain the mortgage loan without such in-
surance on terms comparable to those specified in subsection (c). 

(c) The mortgage shall— 
ø(1) øRepealed.¿ 
(2) not exceed 90 per centum of the amount which the Sec-

retary estimates will be the replacement cost of the property 
or project when construction or rehabilitation is completed. The 
replacement cost of the property may include the land and the 
proposed physical improvements, equipment, utilities within 
the boundaries of the property, a solar energy system (as de-
fined in subparagraph (3) of the last paragraph of section 2(a) 
of this Act) or residential energy conservation measures (as de-
fined 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, architects’ fees, taxes, and interest accruing during 
construction or rehabilitation, and other miscellaneous charges 
incident to construction or rehabilitation and approved by the 
Secretary; 

(3) have a maturity satisfactory to the Secretary but not 
to exceed twenty-five years from the beginning of amortization 
of the mortgage, and provide for complete amortization of the 
principal obligation by periodic payments within such terms as 
the Secretary shall prescribe; and 

(4) bear interest at such rate as may be agreed upon by 
the mortgagor and the mortgagee. 
(d) Any contract of insurance executed by the Secretary under 

this title shall be conclusive evidence of the eligibility of the mort-
gage for insurance, and the validity of any contract for insurance 
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. 

(e) Each mortgage insured under this title shall contain an un-
dertaking (in accordance with regulations prescribed under this 
title and in force at the time the mortgage is approved for insur-
ance) to the effect that, except as authorized by the Secretary and 
the mortgagee, the property will be used as a group practice facility 
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or medical practice facility until the mortgage has been paid in full 
or the contract of insurance otherwise terminated. 

(f) No mortgage shall be insured under this title unless the 
mortgagor and the mortgagee certify (1) that they will keep such 
records relating to the mortgage transaction and indebtedness, to 
the construction of the facility covered by the mortgage, and to the 
use of such facility as a group practice facility or medical practice 
facility as are prescribed by the Secretary at the time of such cer-
tification, (2) that they will make such reports as may from time 
to time be required by the Secretary pertaining to such matters, 
and (3) that the Secretary shall have access to and the right to ex-
amine and audit such records. 

PREMIUMS 

SEC. 1102. ø12 U.S.C. 1749aaa–1¿ The Secretary shall fix pre-
mium charges for the insurance of mortgages under this title, but 
such charges shall not be more than 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 
prepayments. In addition to the premium charge, the Secretary is 
authorized to charge and collect such amounts as he may deem rea-
sonable for the analysis of a proposed project and the appraisal and 
inspection of the property and improvements. Where the principal 
obligation of any mortgage accepted for insurance under this title 
is paid in full prior to the maturity date, the Secretary is author-
ized to require the payment by the mortgagee of an adjusted pre-
mium charge. This charge shall be 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 other-
wise have been required to pay if the mortgage had continued to 
be insured until the maturity date. Where such prepayment occurs, 
the Secretary is authorized to refund to the mortgagee for the ac-
count of the mortgagor all, or such portion as he shall determine 
to be equitable, of the current unearned premium charges thereto-
fore paid. Premium charges fixed under this section shall be pay-
able by the mortgagee either in cash, or in debentures which are 
the obligation of the General Insurance Fund at par plus accrued 
interest, at such times and in such manner as may be prescribed 
by the Secretary. 

PAYMENT OF INSURANCE BENEFITS 

SEC. 1103. ø12 U.S.C. 1749aaa–2¿ The mortgagee shall be en-
titled to receive the benefits of the insurance under this title in the 
manner provided in subsection (g) of section 207 with respect to 
mortgages insured under that section. For such purpose the provi-
sions of subsections (g), (h), (i), (j), (k), (l), and (n) of section 207 
shall apply to mortgages insured under this title and all references 
in such subsection to section 207 shall be deemed to refer to this 
title. 

REGULATIONS 

SEC. 1104. ø12 U.S.C. 1749aaa–3¿ The Secretary shall pre-
scribe such regulations as may be necessary to carry out this title, 
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after consulting with the Secretary of Health and Human Services 
with respect to any health or medical aspects of the program under 
this title which may be involved in such regulations. 

ADMINISTRATION 

SEC. 1105. ø12 U.S.C. 1749aaa–4¿ (a) At the request of individ-
uals or organizations operating or contemplating the operation of 
group practice facilities or medical practice facility (as defined in 
section 1106), the Secretary may provide or obtain technical assist-
ance in the planning for and construction of such facilities. 

(b) With a view to avoiding unnecessary duplication of existing 
staffs and facilities of the Federal Government, the Secretary is au-
thorized to utilize available services and facilities of any agency of 
the Federal Government in carrying out the provisions of this title, 
and to pay for such services and facilities, either in advance or by 
way of reimbursement, in accordance with an agreement between 
the Secretary and the head of such agency. 

DEFINITIONS 

SEC. 1106. ø12 U.S.C. 1749aaa–5¿ For the purposes of this 
title— 

(1) The term ‘‘group practice facility’’ means a facility in a 
State for the provision of preventive, diagnostic, and treatment 
services to ambulatory patients (in which patient care is under the 
professional supervision of persons licensed to practice medicine or 
osteopathy in the State or, in the case of optometric care or treat-
ment, is under the professional supervision of persons licensed to 
practice optometry in the State, or, in the case of dental diagnosis 
or treatment, is under the professional supervision of persons li-
censed to practice dentistry in the State, or, in the case of podiatric 
care or treatment, is under the professional supervision of persons 
licensed to practice podiatry in the State) and which is primarily 
for the provision of such health services by a medical or dental 
group. 

(2) The term ‘‘medical practice facility’’ means an adequately 
equipped facility in which not more than four persons licensed to 
practice medicine in the State where the facility is located can pro-
vide, as may be appropriate, preventive, diagnostic, and treatment 
services, and which is situated in a rural area or small town, or 
in a low-income section of an urban area, in which there exists, as 
determined by the Secretary, a critical shortage of physicians. As 
used in this paragraph— 

(A) the term ‘‘small town’’ means any town, village, or city 
having a population of not more than 10,000 inhabitants ac-
cording to the most recent available data compiled by the Bu-
reau of the Census; and 

(B) the term ‘‘low-income section of an urban area’’ means 
a section of a larger urban area in which the median family 
income is substantially lower, as determined by the Secretary, 
than the median family income for the area as a whole. 
(3) The term ‘‘medical or dental group’’ means a partnership or 

other association or group of persons licensed to practice medicine, 
osteopathy or surgery in the State, or of persons licensed to prac-
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tice optometry in the State, or of persons licensed to practice den-
tistry in the State, or of persons licensed to practice podiatry in the 
State or of any combination of such persons, who, as their principal 
professional activity and as a group responsibility, engage or un-
dertake to engage in the coordinated practice of their profession 
primarily in one or more group practice facilities, and who (in this 
connection) share common overhead expenses (if and to the extent 
such expenses are paid by members of the group), medical and 
other records, and substantial portions of the equipment and the 
professional, technical, and administrative staffs, and which part-
nership or association or group is composed of at least such profes-
sional personnel and make available at least such health services 
as may be provided in regulations prescribed under this title. 

(4) The term ‘‘group practice unit or organization’’ means— 
(A) a private nonprofit agency or organization undertaking 

to provide, directly or through arrangements with a medical or 
dental group, comprehensive medical care, osteopathic care, op-
tometric care, dental care, or podiatric care, or any combina-
tion thereof, which may include hospitalization, to members or 
subscribers primarily on a group practice prepayments basis; 
or 

(B) a private nonprofit agency or organization established 
for the purpose of improving the availability of medical, opto-
metric, osteopathic, or dental or podiatric, care in the commu-
nity or having some function or functions related to the provi-
sion of such care, which will, through lease or other arrange-
ment, make the group practice facility with respect to which 
assistance has been requested under this title available to a 
medical or dental group for use by it. 
(5) The term ‘‘nonprofit organization’’ means a corporation, 

assocation, foundation, trust, or other organization not part of the 
net earnings of which inures, or may lawfully inure, to the benefit 
of any private shareholder or individual except, in the case of an 
organization the purposes of which include the provision of per-
sonal health services to its members or subscribers or their depend-
ents under a plan of such organization for the provision of such 
services to them (which plan may include the provision of other 
services or insurance benefits to them), through the provision of 
such health services (or such other services or insurance benefits) 
to such members or subscribers or dependents under such plan. 

(6) The term ‘‘State’’ includes the Commonwealth of Puerto 
Rico, Guam, the Virgin Islands, American Samoa, and the District 
of Columbia. 

(7) 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. 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 unpaid purchase price of, real estate 
under the laws of the State in which the real estate is located, to-
gether with the credit instrument or instruments, if any, secured 
thereby, and any mortgage may be in the form of one or more trust 
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145 Title XI of the Housing and Urban Development Act of 1968, Pub. L. 90–448, amended 
the National Housing Act by adding title XII. Section 1101 of Pub. L. 90–448 provides as follows: 

‘‘SEC. 1101. This title may be cited as the ‘‘Urban Property Protection and Reinsurance Act 
of 1968.’ ’’’. 

mortgages or mortgage indentures or deeds of trust, securing notes, 
bonds, or other credit instruments, and, by the same instrument or 
by a separate instrument, may create a security interest in initial 
equipment, whether or not attached to the realty. 

(8) The term ‘‘mortgagee’’ means the original lender under a 
mortgage, and his or 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 named therein. 

(9) The term ‘‘mortgagor’’ means the original borrower under 
a mortgage and his or its successors and assigns. 

TITLE XII—NATIONAL INSURANCE DEVELOPMENT 
PROGRAM 145 

PROGRAM AUTHORITY 

SEC. 1201. ø12 U.S.C. 1749bbb¿ (a) The Director is authorized 
to establish and carry out the programs provided for in parts A, B, 
C, and D of this title. 

(b) The powers of the Director under part B shall terminate on 
November 30, 1983, and part A shall terminate on September 30, 
1985, and parts C and D shall terminate on September 30, 1995, 
except to the extent necessary— 

(1) to continue reinsurance and direct insurance in accord-
ance with the provisions of sections 1223(b) and 1231(c) until 
September 30, 1985, and September 30, 1996, respectively; 

(2) to process, verify, and pay claims for reinsured losses 
and directly insured losses and perform other necessary func-
tions in connection therewith; and 

(3) to complete the liquidation and termination of the rein-
surance and direct insurance programs 

ADVISORY BOARD; MEETINGS, DUTIES, COMPENSATION, AND EXPENSES 

SEC. 1202. ø12 U.S.C. 1749bbb–1¿ (a)(1) There is established 
an Advisory Board (hereinafter called the ‘‘Board’’) consisting of 
nineteen members appointed by the Director. Members of the 
Board shall be selected from among representatives of the general 
public, the insurance industry, State and local governments includ-
ing insurance authorities, and the Federal Government. Of these 
members of the Board, not more than six shall be regular full-time 
employees of the Federal Government, and not less than four shall 
be representatives of the private insurance industry and not less 
than four shall be representatives of State insurance authorities. 

(2) The Director shall designate a Chairman and a Vice Chair-
man of the Board. 

(3) Each member shall serve for a term of two years, or until 
his successor has been appointed, except that no person, who is ap-
pointed while a full-time employee of a State or the Federal Gov-
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146 Section 101(c)(1) of the Federal Employees Pay Comparability Act of 1990, Public Law 
101–509 (§ 529), 104 Stat. 1427 provides in part that ‘‘any reference in a provision of law...to 
the rate of pay for grade GS–18 of the General Schedule, or to the maximum rate of pay under 
the General Schedule, shall be considered a reference to maximum rate payable under section 
5376 of such title’’. 

ernment shall serve in such position after he ceases to be so em-
ployed, unless he is reappointed. 

(4) Any member appointed to fill a vacancy occurring prior to 
the expiration of the term for which his predecessor was appointed 
shall be appointed for the remainder of that term. 

(b) The Chairman shall preside at all meetings, and the Vice 
Chairman shall preside in the absence or disability of the Chair-
man. In the absence of both the Chairman and Vice Chairman, the 
Director may appoint any member to act as Chairman pro tempore. 
The Board shall meet at such times and places as it or the Director 
may fix and determine, but shall hold at least four regularly sched-
uled meeting a year. Special meetings may be held at the call of 
the Chairman or any three members of the Board, or at the call 
of the Director. 

(c) The Board shall review general policies and shall advise the 
Director with respect thereto, and perform such other functions as 
are specified in this title. 

(d) The members of Board shall not, by reason of such member-
ship, be deemed to be employees of the United States, and such 
members, except those who are regular full-time employees of the 
Government, shall receive for their services, as members, the per 
diem equivalent to the rate for grade GS–18 of the General Sched-
ule under section 5332 of title 5, United States Code, 146 when en-
gaged in the performance of their duties, and each member of the 
Board shall be allowed travel expenses, including per diem in lieu 
of subsistence as authorized by section 5703 of such title for per-
sons in the Government service employed intermittently. 

DEFINITIONS 

SEC. 1203. ø12 U.S.C. 1749bbb–2¿ (a) When used in this title, 
unless the context otherwise requires, the term— 

(1) ‘‘affordable rate’’ means premium rate as the Director 
determines would permit the purchase of a specific type of in-
surance coverage by a reasonably prudent person in similar 
circumstances with due regard to the costs and benefits in-
volved; 

(2) ‘‘crime insurance’’ means insurance against losses re-
sulting from robbery, burglary, larceny, and similar crimes, 
and may include broad form personal theft insurance, mer-
cantile open stock insurance, mercantile robbery and mer-
cantile safe burglary insurance, storekeeping burglary and rob-
bery insurance, office burglary and robbery insurance, and may 
include business interruption insurance as the Director may 
designate; the term does not include automobile insurance or 
losses resulting from embezzlement; 

(3) ‘‘directly insured losses’’ means losses on direct insur-
ance claims and all direct expenses incurred in connection 
therewith, including but not limited to expenses for processing, 
verifying, and paying such losses; 
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(4) ‘‘environmental hazard’’ means any hazardous condition 
that might give rise to loss under an insurance contract, but 
which is beyond the control of the property owner; 

(5) ‘‘essential property insurance’’ means insurance against 
direct loss to property as defined and limited in standard fire 
policies and extended coverage endorsement thereon, as ap-
proved by the State insurance authority, and insurance for 
such types, classes, and locations of property against the perils 
of vandalism, malicious mischief, burglary, or theft, as the Di-
rector by rule shall designate. Such insurance shall not include 
automobile insurance and shall not include insurance on such 
types of manufacturing risks as may be excluded by the State 
insurance authority; 

(6) ‘‘inspection facility’’, with respect to any State, means 
any rating bureau or other person designated by the State in-
surance authority to perform inspections under fair access to 
insurance requirements plan under part A; 

(7) ‘‘insurer’’ includes any insurance company or group of 
companies under common ownership which is authorized to en-
gage in the insurance business under the laws of any State; 

(8) ‘‘pool’’ means any pool or association of insurance com-
panies in any State which is formed, associated, or otherwise 
created for the purpose of making property insurance more 
readily available; 

(9) ‘‘losses resulting from riots or civil disorders’’ means 
losses resulting from riots or civil disorders under policies for 
standard lines of property insurance for which reinsurance is 
offered under section 1221, as determined under regulations of 
the Director; 

(10) ‘‘property owner’’, with respect to any real, personal, 
or mixed real and personal property, means any person having 
an insurable interest in such property; 

(11) ‘‘person’’ includes any individual or group of individ-
uals, corporation, partnership, or association, or any other or-
ganized group of persons; 

(12) ‘‘reinsured losses’’ means losses on reinsurance claims 
and all direct expenses incurred in connection therewith in-
cluding, but not limited to, expenses for processing, verifying, 
and paying such losses; 

(13) ‘‘standard line of property insurance’’ includes— 
(A) fire and extended coverage; 
(B) vandalism and malicious mischief; 
(C) other allied lines of fire insurance; 
(D) burglary and theft; 
(E) those portions of multiple peril policies covering 

perils similar to those provided for in subparagraphs (A), 
(B), (C), and (D); 

(F) inland marine; 
(G) glass; 
(H) boiler and machinery; 
(I) ocean marine; 
(J) aircraft physical damage; and 
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(K) such other lines generally offered to the public 
which include protection against damage from riot or civil 
commotion as the Director by regulation may designate; 
(14) ‘‘State’’ means the several States, the District of Co-

lumbia, the Commonwealth of Puerto Rico, the territories and 
possessions, and the Trust Territory of the Pacific Islands; 

(15) ‘‘urban area’’ includes any municipality or other polit-
ical subdivision of a State, subject to population or other limi-
tations defined in rules and regulations of the Director and 
such additional areas as may be designated by the State insur-
ance authority; 

(16) ‘‘year’’ means a calendar year, fiscal year of a com-
pany, or such other period of twelve months as may be des-
ignated by the Director; and 

(17) ‘‘Director’’ means the Director of the Federal Emer-
gency Management Agency. 
(b) The Director is authorized to define, by rules and regula-

tions, any technical or trade term, insofar as such definition is not 
inconsistent with the provisions of this title 

PART A—STATEWIDE PLANS TO ASSURE FAIR ACCESS TO INSURANCE 
REQUIREMENTS 

FAIR PLANS 

SEC. 1211. ø12 U.S.C. 1749bbb–3¿ (a) Each insurer reinsured 
under this title shall cooperate with the State insurance authority 
in each State in which it is to acquire such reinsurance in estab-
lishing and carrying out statewide plans to assure fair access to in-
surance requirements (FAIR plans). 

(b) Such plans must be approved by, and administered under 
the supervision of, the State insurance authority, or be authorized 
or required by State law, and shall be designed to make essential 
property insurance more readily available in, but not necessarily 
limited to, urban areas. Such plans may vary in detail from State 
to State because of local conditions, but all plans shall contain pro-
visions that— 

(1) no risk shall be written at surcharged rates or be de-
nied insurance coverage for essential property insurance unless 
there has first been an inspection of the risk, without cost to 
the owner, by an inspection facility and a determination by the 
insurer, based on information in the inspection report and 
other sources, that the risk does not meet reasonable under-
writing standards at the applicable premium rate; 

(2) inspection under the plan may be requested by the 
property owner or his representative, the insurer, or the insur-
ance agent, broker or other producer, and such requests need 
not be made in writing; 

(3) the absence of a building owner or his representative 
during an inspection shall not preclude a tenant seeking insur-
ance from obtaining an inspection under the plan; 

(4) following the inspection, a copy of the inspection report 
shall be promptly sent by the inspection facility to the insurer 
or insurers, or to an all-industry placement facility referred to 
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under section 1212, as may be designated by the person re-
questing the inspection; 

(5) after the inspection report is received by an insurer, it 
shall promptly determine if the risk meets reasonable under-
writing standards at the applicable premium rate, and shall 
promptly return to the inspection facility the inspection report 
and provide an action report setting forth— 

(A)(i) the amount of coverage it agrees to write; and if 
the insurer agrees to write the coverage with a surcharge 
(if such a surcharge is authorized by the State insurance 
authority), the improvements necessary before it will pro-
vide coverage at an unsurcharged premium rate; and 

(ii) the amount of coverage it agrees to write if certain 
improvements specified in the action report are made; or 

(B) the specific reasons it declines to write coverage; 
(6) if the insurer declines the risk, or agrees to write the 

coverage sought on condition that the property will be im-
proved, it shall also promptly send a copy of both the inspec-
tion and action reports to the property owner and the State in-
surance authority, and at the time the insurer sends such re-
ports to the property owners, it shall also explain his right, 
under applicable State laws, to appeal the decision of the in-
surer to the State insurance authority, setting forth the proce-
dures to be followed for such appeal; 

(7) all policies written pursuant to the plan shall be 
promptly written after inspection or reinspection and shall be 
separately coded so that appropriate records may be complied 
for purposes of performing loss prevention and other studies of 
the operation of the plan; 

(8) the inspection facility shall submit to the State insur-
ance authority and to the Director periodic reports setting 
forth information, by individual insurers, including the number 
of risks inspected under the plan, the number of risks accept-
ed, the number of risks conditionally accepted and reinspec-
tions made, the number of risks declined, and such other infor-
mation as the State insurance authority may request; 

(9) notice will be given to any policyholder a reasonable 
time prior to the cancellation or nonrenewal of any risk eligible 
under the plan (except in case of nonpayment of premium or 
evidence of incendiarism), to allow ample time for an applica-
tion for new coverage to be made and a new policy to be writ-
ten under the plan, and the insurer shall, in writing, explain 
to the policyholder the procedures for obtaining an inspection 
under the plan in the notice of cancellation or nonrenewal; and 

(10) a continuing public education program will be under-
taken by the participating insurers, agents, and brokers to as-
sure that the plan receives adequate public attention. 
(c) At least one-third of the voting members of every board of 

directors, board of governors, advisory committee, and other gov-
erning or advisory board or committee for each plan described in 
subsection (b) shall be individuals who are not employed by, or oth-
erwise affiliated with, insurers, insurance agents, brokers, pro-
ducers, or other entities of the insurance industry. 

VerDate Nov 24 2008 11:41 Dec 20, 2025 Jkt 000000 PO 00000 Frm 00255 Fmt 9001 Sfmt 9001 G:\COMP\70-79\NHA.BEL HOLC

December 20, 2025 

G:\COMP\70-79\73-847.XML

    
As Amended Through P.L. 117-286, Enacted December 27, 2022



256 Sec. 1212 NATIONAL HOUSING ACT 

ALL-INDUSTRY PLACEMENT FACILITY 

SEC. 1212. ø12 U.S.C. 1749bbb–4¿ Any plan under this part 
shall include an all-industry placement facility doing business with 
every insurer participating in the plan in the State, and shall pro-
vide that this facility shall perform certain functions including, but 
not limited to, the following: 

(1) seeking, upon request by or on behalf of any property 
owner requesting an inspection under the plan, to distribute 
the risks involved equitably among the insurers with which it 
is doing business; and 

(2) seeking to place insurance up to the full insurable 
value of the risk to be insured with one or more insurers with 
which it is doing business, except to the extent that deductible, 
percentage participation clauses, and other underwriting de-
vices are employed to meet special problems of insurability. 

INDUSTRY COOPERATION 

SEC. 1213. (a) ø12 U.S.C. 1749bbb–5¿ Each insurer seeking re-
insurance under this title shall file a statement with the State in-
surance authority in each State in which it is participating in a 
plan under this part, pledging its full participation and cooperation 
in carrying out the plan, and shall file a copy of such statement 
with the Director. 

(b) No insurer acquiring reinsurance under this title shall di-
rect any agent or broker or other producer not to solicit business 
through such a plan, nor shall any agent, broker, or other producer 
be penalized by such insurer in any way for submitting applica-
tions for insurance to an insurer under the plan. 

PLAN EVALUATION 

SEC. 1214. ø12 U.S.C. 1749bbb–6¿ (a) In accordance with such 
rules and regulations as the Director may prescribe, each State in-
surance authority shall— 

(1) transmit to the Director any proposed or adopted plan, 
or amendments thereto; and 

(2) advise the Director, from time to time, concerning the 
operation of the plan, its effectiveness in providing essential 
property insurance, and the need to form a pool of insurers or 
adopt other programs to make essential property insurance 
more readily available in urban areas of the State. 
(b) The Director may, after full consultation with the Board, by 

rules and regulations, modify the plan criteria set forth under this 
part, if he finds, on the basis of experience, that such action is nec-
essary or desirable to carry out the purposes of this title. The Di-
rector may also, with respect to any State, waive compliance with 
one or more of the plan criteria, upon certification by the State in-
surance authority that compliance is unnecessary or inadvisable 
under local conditions or State law. 

OFFICE OF REVIEW AND COMPLIANCE 

SEC. 1215. ø12 U.S.C. 1749bbb–6a¿ The Director, through an 
Office of Review and Compliance under the Federal Insurance Ad-
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ministrator, shall periodically review each plan under this part and 
the methods and practices by which such plan is being actually car-
ried out in the areas and communities where it is intended to oper-
ate, in order to assure that such plan is effectively making essen-
tial property insurance readily available in such areas and commu-
nities and is otherwise carrying out the purposes of this title, and 
in order to identify any aspects of the operation or administration 
of such plan which may require revision, modification, or other ac-
tion to carry out such purposes. 

PART B—REINSURANCE COVERAGE 

REINSURANCE OF LOSSES FROM RIOTS OR CIVIL DISORDERS 

SEC. 1221. ø12 U.S.C. 1749bbb–7¿ (a)(1) The Director is au-
thorized to offer to any insurer or pool, subject to the conditions set 
forth in section 1223, reinsurance against property losses resulting 
from riots or civil disorders in any one or more States. 

(2) Reinsurance shall be offered to any such insurer or pool 
only on all standard lines of property insurance enumerated under 
subparagraphs (A) through (E) of section 1203(a)(13) together, and 
any insurer or pool purchasing such reinsurance shall also be eligi-
ble, to purchase reinsurance on any one or more standard lines of 
property insurance enumerated under subparagraphs (F) through 
(J) of section 1203(a)(13) or which may be designated by regulation 
pursuant to subparagraph (K) of that section. 

(b) Reinsurance coverage under this section may be provided 
immediately following the enactment of this title to any insurer or 
pool in any State on a temporary basis, and on such terms and con-
ditions as may be agreed upon, and coverage under such terms and 
conditions may be bound with respect to any such insurer or pool 
by means of a written binder which shall remain in force not more 
than ninety days and shall expire at the earlier of either— 

(1) the termination of such ninety-day period, or 
(2) the effective date of any governing contract, agreement, 

treaty, or other arrangement entered into between the insurer, 
or pool and the Director under section 1222 for the purpose of 
providing reinsurance coverage against losses resulting from 
riots or civil disorders. 
(c) No reinsurance shall be offered to any insurer or pool in a 

State after the expiration of the written binder entered into under 
subsection (b), unless there is in effect in such State a plan as set 
forth under part A and the insurer or pool is participating in such 
plan, and unless, in the case of an insurer in a State where a pool 
has been established pursuant to State law, the insurer is partici-
pating in such a pool. 

REINSURANCE AGREEMENTS AND PREMIUMS 

SEC. 1222. ø12 U.S.C. 1749bbb–8¿ (a) During the first year fol-
lowing the date of the enactment of this title, the Director is au-
thorized to enter into any contract, agreement, treaty, or other ar-
rangement with any insurer, or pool for reinsurance coverage, in 
consideration of payment of such premiums, fees, or other charges 
by insurers or pools which the Director, after full consultation with 
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the Board, deems to be adequate to obtain aggregate reinsurance 
premiums for deposit in the National Insurance Development Fund 
established under section 1243 in excess of the estimated amount 
of insured riot losses during the calendar year 1967, on the as-
sumption that a substantial proportion of the property insurance 
written will be reinsured under this title, and thereafter the Direc-
tor may increase or decrease such premiums for reinsurance if it 
is found after full consultation with the Board and the National As-
sociation of Insurance Commissioners that such action is necessary 
or appropriate to carry out the purposes of this title. 

(b) Reinsurance offered under this title shall reimburse an in-
surer or pool for its total proved and approved claims for covered 
losses resulting from riots or civil disorders during the term of the 
reinsurance contract, agreement, treaty, or other arrangement, 
over and above the amount of the insurer’s or pool’s retention of 
such losses as provided in such reinsurance contract, agreement, 
treaty, or other arrangement entered into under this section. 

(c) Such contracts, agreements, treaties, or other arrangements 
may be made without regard to section 1341(a) of title 31, United 
States Code, and shall include any terms and conditions which the 
Director deems necessary to carry out the purposes of this title. 
The premium rates, terms, and conditions of such contracts with 
insurers or pools, throughout the country, in any one year shall be 
uniform. 

(d) Any contract, agreement, treaty, or other arrangement for 
reinsurance under this section shall be for a term expiring on April 
30, 1969, and on April 30 each year thereafter, except that such 
term shall expire on September 30, beginning in either calendar 
year 1977 or 1978, as determined by the Director 

CONDITIONS OF REINSURANCE 

SEC. 1223. ø12 U.S.C. 1749bbb–9¿ (a) Subject to the provisions 
of subsection (b), reinsurance shall not be offered by the Director 
in a State or be applicable to insurance policies written in that 
State by an insurer— 

(1) in any State which has not, after the close of the sec-
ond full regular session of the appropriate State legislative 
body following the date of the enactment of this title, adopted 
appropriate legislation, retroactive to the date of the enact-
ment of this title, under which the State, its political subdivi-
sions, or a governmental corporation or fund established pursu-
ant to State law, will reimburse the Director for any reinsured 
losses in that State in any reinsurance contract year, in an 
amount up to 5 per centum of the aggregate property insur-
ance premiums earned in that State during the calendar year 
immediately preceding the end of the reinsurance contract year 
on those lines of insurance reinsured by the Director in that 
State during the contract year, to the extent that reinsured 
losses paid by the Director for such year exceed the total of (A) 
reinsurance premiums earned in that State during that rein-
surance contract year plus (B) the excess of (i) the total pre-
miums earned by the Director for reinsurance in that State 
during a preceding period measured from the end of the most 
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recent reinsurance contract year with respect to which the Di-
rector was reimbursed for losses under this title over (ii) any 
amounts paid by the Director for reinsured losses that were in-
curred during such period; 

(2) after thirty days following notification to the insurer 
that the Director finds (after consultation with the State insur-
ance authority) that there has not been adopted by the State, 
or the property insurance industry in that State, a suitable 
program or programs, in addition to plans under part A, to 
make essential property insurance available without regard to 
environmental hazards, and that such action is necessary to 
carry out the purposes of this title; except that this paragraph 
shall not become effective until two years after the date of the 
enactment of this title, or at such earlier date as the Director, 
after consultation with the State insurance authority, may de-
termine; 

(3) after thirty days following notification to the insurer 
that the Director, or the State insurance authority, finds that 
such insurer is not fully participating— 

(A) in the plan in the State; 
(B) where it exists, in a pool; and 
(C) where it exists, in any other program found by the 

Director to aid in making essential property insurance 
more readily available in the State: 

Provided, That the Director shall not make any such finding 
with respect to any insurer unless (i) prior to making such 
finding the Director has requested and considered the views of 
the State insurance authority as to whether such finding 
should be made, or (ii) the Director has made such a request 
in writing to the State insurance authority and such authority 
has failed to respond thereto within a reasonable period of 
time after receiving such request; 

(4) following a merger, acquisition, consolidation or reorga-
nization involving one or more insurers having lines of prop-
erty insurance in the State reinsured under this title and one 
or more insurers with or without such reinsurance, unless the 
surviving company— 

(A) meets the criteria of eligibility for reinsurance, 
other than as provided under section 1222(d); and 

(B) within ten days pays any reinsurance premiums 
due; or 
(5) upon receipt from the insurer or pool that it desires to 

cancel its reinsurance agreement with the Director in the 
State. 
(b) Notwithstanding the foregoing provisions of this section, re-

insurance may be continued for the term of the policies written 
prior to the date of termination or nonrenewal of reinsurance under 
this section, for as long as the insurer pays reinsurance premiums 
annually in such amounts as are determined under section 1222, 
based on the annual premiums earned on such reinsured policies, 
and for the purpose of this subsection the renewal, extension, modi-
fication, or other change in a policy, for which any additional pre-
mium is charged, shall be deemed to be a policy written on the 
date such change was made. 
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RECOVERY OF PREMIUMS; STATUTE OF LIMITATIONS 

SEC. 1224. ø12 U.S.C. 1749bbb–10¿ (a) The Director, in a suit 
brought in the appropriate United States district court, shall be en-
titled to recover from any insurer the amount of any unpaid pre-
miums lawfully payable by any such insurer to the Director. 

(b) No action or proceeding shall be brought for the recovery 
of any premium due to the Director for reinsurance, or for the re-
covery of any premium paid to the Director in excess of the amount 
due to him, unless such action or proceeding shall have been 
brought within five years after the right accrued for which the 
claim is made, except that, where the insurer has made or filed 
with the Director a false or fraudulent annual statement, or other 
document with the intent to evade, in whole or in part, the pay-
ment of premiums, the claim shall not be deemed to have accured 
until it discovery by the Director 

PART C—FEDERAL INSURANCE AGAINST BURGLARY AND THEFT 

REVIEW AND PROGRAM AUTHORITY 

SEC. 1231. ø12 U.S.C. 1749bbb–10a¿ (a) The Director shall 
conduct a continuing review of the market availability situation in 
each of the several States to determine whether crime insurance is 
available at affordable rates either through the normal insurance 
market or through a suitable program adopted under State law. 

(b) Upon determining pursuant to subsection (a) that, at any 
time on or after August 1, 1971, a critical market unavailability sit-
uation for crime insurance then exists in any State and has not 
been met through appropriate State action, the Director is author-
ized to make crime insurance available at affordable rates within 
such State through the facilities of the Federal Government. Such 
insurance shall be provided upon such terms and conditions, and 
subject to such deductibles and other restrictions and limitations, 
as the Director deems appropriate, but no such insurance shall be 
made available to a property which the Director determines to be 
uninsurable or to a property with respect to which reasonable pro-
tective measures to prevent loss, consistent with standards estab-
lished by the Director, have not been adopted. 

(c) Notwithstanding any other provision of this title, direct in-
surance may be continued for the term of the policies written prior 
to the date of termination of the Director’s direct insurance author-
ity under this part, for as long as the insured pays the required di-
rect insurance premiums; except that direct insurance under this 
part for any risk shall be terminated after notice whenever the Di-
rector determines that the standard lines of crime insurance other-
wise have become available to such property at affordable rates. 

USE OF EXISTING FACILITIES AND SERVICES 

SEC. 1232. ø12 U.S.C. 1749bbb–10b¿ In carrying out his re-
sponsibilities under this part, the Director may utilize— 

(1) insurance companies and other insurers, insurance 
agents and brokers, and insurance adjustment organizations, 
as fiscal agents of the United States; 
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147 Section 542(c) of the Housing and Community Development Act of 1987, Pub. L. 100–242, 
approved February 5, 1988, provides as follows: 

‘‘(c) LIMITATION ON PREMIUMS.—The premium rates charged for crime insurance under any 
program established pursuant to part C of title XII of the National Housing Act may not be 
increased during the period beginning on the date of the enactment of this Act and ending on 
September 30, 1995, by more than a prorated annual rate of 15 percent.’’. 

(2) such other officers and employees of any executive 
agency (as defined in section 105 of title 5 of the United States 
Code) as the Director and the head of any such agency may 
from time to time agree upon, on a reimbursement or other 
basis, or 

(3) both the alternatives specified in paragraphs (1) and 
(2), or any combination thereof. 

ESTABLISHMENT OF AFFORDABLE RATES 

SEC. 1233. ø12 U.S.C. 1749bbb–10c¿ In estimating the afford-
able rates for the various crime insurance coverages offered from 
time to time under this part, the Director shall consult with appro-
priate State insurance authorities and other knowledgeable persons 
and is authorized to take into consideration the nature and degree 
of the risks involved, the protective devices employed, the extent of 
anticipated losses, the prevailing rates for similar coverages in ad-
jacent or comparable areas and territories, the economic impor-
tance of the various individual coverages and the types of property 
involved, and the relatives abilities of the particular classes and 
types of insureds to pay the full estimated costs of such coverages. 
Nothing in this section shall be construed to prohibit or require ei-
ther the adoption of uniform national rates or the periodic modi-
fication of currently estimated affordable rates for any particular 
line or subline of coverage, class, State, territory, or risk on the 
basis of additional information or actual loss experience. 147 

REPORTS ON OPERATIONS 

SEC. 1234. ø12 U.S.C. 1749bbb–10d¿ The Director shall report 
to the Congress not less than annually on the program authorized 
by this title. The reports under this section shall include— 

(1) full and complete information on the operations and ac-
tivities of the Director under this part, together with such rec-
ommendations with respect thereto as the Director may deem 
appropriate; and 

(2) a detailed justification of any increase in premium 
rates charged for crime insurance made during the period for 
which the report is submitted. 

PART D—PROVISIONS OF GENERAL APPLICABILITY 

CLAIMS AND JUDICIAL REVIEW 

SEC. 1241. ø12 U.S.C. 1749bbb–11¿ (a) All reinsurance or di-
rect insurance claims for losses under this title shall be submitted 
by insurers of property owners in accordance with such terms and 
conditions as may be established by the Director. 

(b)(1) Upon disallowance of any claim under color of reinsur-
ance or direct insurance made available under this title, or upon 
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refusal of the claimant may institute an action against the Director 
on such claim in the United States district court for the district in 
which a major portion (in terms of value) of the claim arose. 

(2) Any such action must be begun within one year after the 
date upon which the claimant received written notice of disallow-
ance or partial disallowance of the claim, and exclusive jurisdiction 
is hereby conferred upon United States district courts to hear and 
determine such actions without regard to the amount of con-
troversy. 

FISCAL INTERMEDIARIES AND SERVICING AGENTS 

SEC. 1242. ø12 U.S.C. 1749bbb–12¿ (a) In order to provide for 
maximum efficiency in the administration of the reinsurance and 
direct insurance programs under this title, and in order to facilitate 
the expeditious payment of any funds under such program, the Di-
rector may enter into contracts with any insurer, pool, or other per-
son, for the purpose of providing for the performance of any or all 
of the following functions: 

(1) estimating or determining any amounts of payments 
for reinsurance or direct insurance claims; 

(2) receiving and disbursing and accounting for funds in 
making payments for reinsurance or direct insurance claims; 

(3) auditing the records of any insurer, pool, or other per-
son to the extent necessary to assure that proper payments are 
made; 

(4) establishing the basis of liability of reinsurance or di-
rect insurance payments, including the total amount of proved 
and approved claims which may be payable to any insurer or 
property owner, and the total amount of premiums earned by 
any insurer in the respective States for reinsured or directly 
insured lines of property insurance; and 

(5) otherwise assisting in any manner provided in the con-
tract to further the purposes of this title. 
(b)(1) Any such contract may require the insurer, pool, or other 

person, or any of its officers or employees certifying payments or 
disbursing funds pursuant to the contract, or otherwise partici-
pating in carrying out the contract, to give surety bonds to the 
United States in such amounts as the Director may deem appro-
priate. 

(2) In the absence of gross negligence or intent to defraud the 
United States— 

(A) no individual designated pursuant to a contract under 
this section to certify payments shall be liable with respect to 
any payment certified by him under this section; and 

(B) no officer of the United States disbursing funds shall 
be liable with respect to any otherwise proper payment by him 
if it was based on a voucher signed by an individual designated 
pursuant to a contract under this section to certify payments. 

NATIONAL INSURANCE DEVELOPMENT FUND 

SEC. 1243. ø12 U.S.C. 1749bbb–13¿ (a) To carry out the pro-
grams authorized under this title, the Director is authorized to es-
tablish a National Insurance Development Fund (hereinafter called 
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the ‘‘fund’’) which shall be available, without fiscal year limita-
tions— 

(1) to make such payments as may, from time to time, be 
required under reinsurance and direct insurance contracts 
under this title; 

(2) to pay such administrative expenses as may be nec-
essary or appropriate to carry out the purposes of this title; 
and 

(3) to repay to the Secretary of the Treasury such sums, 
including interest thereon, as may be borrowed from him for 
purposes of such programs under section 520(b). 
(b) The fund shall be credited with— 

(1) reinsurance and direct insurance premiums, fees, and 
other charges which may be paid or collected in connection 
with reinsurance and direct insurance provided under parts B 
and C; 

(2) interest which may be earned on investments of the 
fund; 

(3) such amounts as may be advanced to the fund from ap-
propriations in order to maintain the fund in an operative con-
dition adequate to meet its liabilities; 

(4) such amounts which are hereby authorized to be appro-
priated as may be necessary from time to time to reimburse 
the fund for losses and expenses (including administrative ex-
penses) incurred in carrying out the program authorized under 
part C; 

(5) receipts from any other source which may, from time 
to time, be credited to the fund; and 

(6) funds borrowed by the Director under section 520(b) 
and deposited in the fund. 
(c) If, after any amounts which may have been advanced to the 

fund from appropriations have been credited to the appropriation 
from which advanced (including interest thereon at the rate pre-
scribed under section 520(b)), the Director determines that the 
moneys of the fund are in excess of current needs, he may request 
the investment of such amounts as he deems advisable by the Sec-
retary of the Treasury in obligations issued or guaranteed by the 
United States. 

(d) An annual business-type budget for the fund shall be pre-
pared, transmitted to the Congress, considered, and enacted in the 
manner prescribed by sections 9103 and 9104 of title 31, United 
States Code, for wholly owned Government corporations. 

RECORDS, ANNUAL STATEMENT, AND AUDITS 

SEC. 1244. ø12 U.S.C. 1749bbb–14¿ (a) Any insurer, pool, or 
property owner acquiring reinsurance or direct insurance under 
this title shall furnish the Director with such summaries and anal-
yses of information in its records as may be necessary to carry out 
the purposes of this title, in such form as the Director, in coopera-
tion with the State insurance authority, shall, by rules and regula-
tions prescribe. The Director shall make use of State insurance au-
thority examination reports and facilities to the maximum extent 
feasible. 
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(b) Any insurer or pool acquiring reinsurance under this title 
shall file with the Director a true and correct copy of any annual 
statement, or amendment thereof, filed with the State insurance 
authority of its domiciliary State, at the time it files such state-
ment or amendment with such State insurance authority. 

(c) Any insurer or other person executing any contract, agree-
ment, or other appropriate arrangement with the Director under 
section 1222 or section 1242 shall keep reasonable records which 
fully disclose the total costs of the programs undertaken or the 
services being rendered, and such other records as will facilitate an 
effective audit of liability for reinsurance or direct insurance pay-
ments by the Director. 

(d) The Director and the Comptroller General of the United 
States, or any of their duly authorized representatives, shall have 
access for the purpose of investigation, audit, and examination to 
any books, documents, papers, and records of any insurer or other 
person that are pertinent to the costs of any program undertaken 
for, or services rendered to, the Director. Such audits shall be con-
ducted to the maximum extent feasible in cooperation with the 
State insurance authorities and through the use of their examining 
facilities. 

STUDY OF REINSURANCE AND OTHER PROGRAMS 

SEC. 1245. ø12 U.S.C. 1749bbb–15¿ (a) The Director is author-
ized and directed to conduct a study of reinsurance and other 
means to help assure— 

(1) an adequate market for burglary and theft and other 
property insurance in urban areas; and 

(2) adequate availability of surety bonds for construction 
contractors in urban areas. 
(b) The Director shall submit the results of this study, together 

with appropriate recommendations, to the President and Congress 
no later than June 30, 1970. 

OTHER STUDIES 

SEC. 1246. ø12 U.S.C. 1749bbb–16¿ (a) The Director is author-
ized to undertake such studies as may be necessary to carry out 
the purposes of this title including, but not limited to inquiries con-
cerning— 

(1) the operation of plans under part A; 
(2) the extent to which essential property insurance is un-

available in urban areas; 
(3) the market for private reinsurance; and 
(4) loss prevention methods and procedures, insurance 

marketing methods; and underwriting techniques. 
(b) To such extent and under such circumstances as may be 

practicable and feasible, the Director shall conduct any study au-
thorized under this section in cooperation with State insurance au-
thorities and the private insurance industry. 

GENERAL POWERS 

SEC. 1247. ø12 U.S.C. 1749bbb–17¿ In the performance of, and 
with respect to, the functions, powers, and duties vested in him by 
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this title, the Director shall (in addition to any authority otherwise 
vested in him) have the functions, powers, and duties (including 
the authority to issue rules and regulations) of the Secretary of 
Housing and Urban Development set forth in section 402, except 
subsections (c)(2), (d), and (f), of the Housing Act of 1950. Any rules 
or regulations of the Director shall only be issued after full con-
sultation with the Board and after notice and hearing, if granted, 
as required by subchapter II of chapter 5, and chapter 7, of title 
5, United States Code. 

SERVICES AND FACILITIES OF OTHER AGENCIES—UTILIZATION OF 
PERSONNEL, SERVICES, FACILITIES, AND INFORMATION 

SEC. 1248. ø12 U.S.C. 1749bbb–18¿ The Director may, with the 
consent of the agency concerned, accept and utilize, on a reimburs-
able basis, the officers, employees, services, facilities, and informa-
tion of any agency of the Federal Government, except that any 
such agency having custody of any data relating to any of the mat-
ters within the jurisdiction of the Director shall, to the extent per-
mitted by law, upon request of the Director, make such data avail-
able to the Director. 

ADVANCE PAYMENTS 

SEC. 1249. ø12 U.S.C. 1749bbb–19¿ Any payments which are 
made under the authority of this title may be made, after nec-
essary adjustments on account of previously made underpayments 
or overpayments in advance or by way of reimbursement. Pay-
ments may be made in such installments and on such conditions 
as the Director may determine. 

TAXATION 

SEC. 1250. ø12 U.S.C. 1749bbb–20¿ (a) The National Insurance 
Development Fund, including its reserves, surplus, and income, 
shall be exempt from all taxation now or hereafter imposed by the 
United States, or by any State, or any subdivision thereof, except 
that any real property acquired by the Director as a result of rein-
surance shall be subject to taxation by any State or political sub-
division thereof, to the same extent, according to its value, as other 
real property is taxed. 

(b) Any measures undertaken by any State to meet or to fund 
its obligations under section 1223(a)(1) shall not be the subject of 
any retaliatory or fiscal imposition by any other State. 

APPROPRIATIONS 

SEC. 1251. ø12 U.S.C. 1749bbb–21¿ There are hereby author-
ized to be appropriated such sums as may be necessary to carry out 
this title.  
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