Page 723

gible low-income housing project (as such term
is defined in section 4119 of this title) only if the
mortgagee also conveys title to the project to
the Secretary in connection with a claim for in-
surance benefits.

(c) “Lower income families” defined

For purposes of this section, the term ‘‘lower
income families” has the meaning given such
term in section 1437a(b)(2) of title 42.

(June 27, 1934, ch. 847, title II, §250, as added
Pub. L. 98-181, title I [title IV, §433], Nov. 30,
1983, 97 Stat. 1221; amended Pub. L. 100-242, title
II, §261, Feb. 5, 1988, 101 Stat. 1890; Pub. L.
101-235, title II, §202(d)(1), Dec. 15, 1989, 103 Stat.
2037; Pub. L. 101-625, title VI, §602(b), (c), Nov. 28,
1990, 104 Stat. 4277.)

Editorial Notes
AMENDMENTS

1990—Subsec. (b). Pub. L. 101-625, §602(b), amended
subsec. (b) generally. Prior to amendment, subsec. (b)
read as follows: ‘‘In the case of a project assisted under
section 1715z-1 of this title or the proviso to section
17151(d)(5) of this title, section 101 of the Housing and
Urban Development Act of 1965, or section 1701q of this
title where the owner has the right to prepay the mort-
gage covering the assisted project without the Sec-
retary’s approval, the Secretary shall give a priority
for additional assistance under section 1437f of title 42
and section 201 of the Housing and Community Devel-
opment Amendments of 1978 to tenants and applicants
to become tenants of the project, if—

‘(1) funds to provide such additional assistance are
available; and

‘“(2) the Secretary determines that making such ad-
ditional assistance available to the project is nec-
essary to prevent the owner from prepaying the mort-
gage.”

Subsecs. (c¢), (d). Pub. L. 101-625, §602(c), redesignated
subsec. (d) as (c¢) and struck out former subsec. (c)
which read as follows: ‘“Any owner of a multifamily
rental housing project referred to in subsection (b) of
this section who receives additional assistance under
section 1437f of title 42 under the priority established in
subsection (b) of this section shall—

‘(1) fully utilize the assistance which is available;

‘(2) grant a priority to applicants to become ten-
ants who have the lowest incomes; and

‘“(3) maintain the low-income character of the
project for a period at least equal to the remaining
term of the project mortgage to the extent that as-
sistance is provided.”’

1989—Subsec. (a). Pub. L. 101-235 inserted ‘‘or permit
a termination of an insurance contract pursuant to sec-
tion 17156t of this title’” after second reference to
“‘project’.

1988—Subsec. (a)(1). Pub. L. 100-242 struck out ‘‘or
that the needs of lower income families in such project
can more efficiently and effectively be met through
other Federal housing assistance taking into account
the remaining time the project could meet such needs’’
after ‘‘families in the area’.

§17152-16. Adjustable rate single family mort-
gages

(a) One- to four-family dwellings; maximum term
of mortgage; adjustments in effective rate of
interest

The Secretary may insure under any provision
of this subchapter a mortgage involving prop-
erty upon which there is located a dwelling de-
signed principally for occupancy by one to four
families, where the mortgage provides for peri-
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odic adjustments by the mortgagee in the effec-
tive rate of interest charged. Such interest rate
adjustments may be accomplished through ad-
justments in the monthly payment amount, the
outstanding 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.
Adjustments in the effective rate of interest
shall correspond to a specified national interest
rate index approved in regulations by the Sec-
retary, information on which is readily acces-
sible to mortgagors 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 lim-
ited to a maximum increase of 5 percentage
points above the initial contract interest rate
over the term of the mortgage.

(b) Written explanation of mortgage features

The Secretary shall require that the mort-
gagee make available to the mortgagor, at the
time of loan application, a written explanation
of the features of an adjustable rate mortgage
consistent with the disclosure requirements ap-
plicable to variable rate mortgages secured by a
principal dwelling under the Truth in Lending
Act [15 U.S.C. 1601 et seq.].

(c) Number of mortgages and loans

The aggregate number of mortgages and loans
insured under this section in any fiscal year
may not exceed 30 percent of the aggregate num-
ber of mortgages and loans insured by the Sec-
retary under this subchapter during the pre-
ceding fiscal year.

(d) Adjustable rate mortgage with initial fixed
rate of interest

(1) The Secretary may insure under this sub-
section a mortgage 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 ini-
tially upon the expiration of such period and
annually thereafter; and

(C) in the case of the initial interest rate ad-
justment, is subject to the 1 percent limita-
tion only if the interest rate remained fixed
for 3 or fewer years.

(2) The disclosure required under subsection
(b) shall be required for a mortgage insured
under this subsection.

(June 27, 1934, ch. 847, title II, §251, as added
Pub. L. 98-181, title I [title IV, §443], Nov. 30,
1983, 97 Stat. 1225; amended Pub. L. 100-242, title
IV, §415(a), Feb. 5, 1988, 101 Stat. 1907; Pub. L.
107-73, title II, §206, Nov. 26, 2001, 115 Stat. 674;
Pub. L. 108-186, title III, §301(a), Dec. 16, 2003, 117
Stat. 2692.)

Editorial Notes

REFERENCES IN TEXT

The Truth in Lending Act, referred to in subsec. (b),
is title I of Pub. L. 90-321, May 29, 1968, 82 Stat. 146,
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which is classified generally to subchapter I (§1601 et
seq.) of chapter 41 of Title 15, Commerce and Trade. For
complete classification of this Act to the Code, see
Short Title note set out under section 1601 of Title 15
and Tables.

AMENDMENTS

2003—Subsec. (d)(1)(C). Pub. L. 108-186 substituted ‘3"
for ““five”’

2001—Subsec. (b). Pub. L. 107-73, §206(1), substituted
“‘require that the mortgagee make available to the
mortgagor, at the time of loan application, a written
explanation of the features of an adjustable rate mort-
gage consistent with the disclosure requirements appli-
cable to variable rate mortgages secured by a principal
dwelling under the Truth in Lending Act’ for ‘‘issue
regulations requiring that the mortgagee make avail-
able to the mortgagor, at the time of loan application,
a written explanation of the features of the adjustable
rate mortgage, including a hypothetical payment
schedule that displays the maximum potential in-
creases in monthly payments to the mortgagor over
the first 5 years of the mortgage term’’.

Subsec. (d). Pub. L. 107-73, §206(2), added subsec. (d).

1988—Subsec. (¢). Pub. L. 100-242 amended subsec. (c)
generally. Prior to amendment, subsec. (¢) read as fol-
lows: ‘“The aggregate number of mortgages and loans
insured under this section, section 1715z-10(c) of this
title, and section 1715z-17 of this title in any fiscal year
may not exceed 10 percent of the aggregate number of
mortgages and loans insured by the Secretary under
this subchapter during the preceding fiscal year.”

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE OF 2003 AMENDMENT

Pub. L. 108-186, title III, §301(b), Dec. 16, 2003, 117
Stat. 2692, provided that: ‘“The amendment made by
subsection (a) [amending this section] shall apply to
mortgages executed on or after the date of the enact-
ment of this title [Dec. 16, 2003].”

§17152z-17. Shared appreciation mortgages for
single family housing

(a) One- to four-family dwellings; requirements

Notwithstanding any provision of this sub-
chapter that is inconsistent with this section,
the Secretary may insure, under any provision
of this subchapter providing for insurance of
mortgages on properties upon which there is lo-
cated a dwelling designed principally for occu-
pancy by one to four families, a mortgage se-
cured by a first lien on such a property or on the
stock allocated to a dwelling unit in a residen-
tial cooperative housing 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 cri-
teria 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 refi-
nancing of the principal balance of the mort-
gage and any contingent deferred interest as
the Secretary may provide; and

(4) meets such other conditions as the Sec-
retary may require by regulation.

(b) Payment of mortgagee’s share of net appre-
ciated value; “net appreciated value” defined

The mortgagee’s share of a property’s or
stock’s net appreciated value shall be payable
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upon sale or transfer (as defined by the Sec-
retary) of the property or stock or payment in
full of the mortgage, whichever occurs first. For
purposes of this section, the term ‘‘net appre-
ciated value’” means the amount by which the
sales price of the property or stock (less the
mortgagor’s selling costs) exceeds the value of
the property or stock at the time the commit-
ment to insure is issued (with adjustments for
capital improvements stipulated in the loan
contract). If there has been no sale or transfer at
the time the mortgagee’s share of net appre-
ciated value becomes payable, the sales price for
purposes of this section shall be determined by
means of an appraisal conducted in accordance
with procedures approved by the Secretary and
provided for in the mortgage.

(c) Entitlement of mortgagee upon default

In the event of a default, the mortgagee shall
be entitled to receive the benefits of insurance
in accordance with section 1710(a) of this title,
but such insurance benefits shall not include the
mortgagee’s share of net appreciated value. The
term ‘‘original principal obligation of the mort-
gage’ as used in section 1710 of this title shall
not include the mortgagee’s share of net appre-
ciated value.

(d) Inapplicability of State constitution, statute,
etc., limiting or prohibiting increases in out-
standing loan balance

Mortgages insured pursuant to this section
which contain provisions for sharing apprecia-
tion or which otherwise require or permit in-
creases in the outstanding loan balance which
are authorized under this section or under appli-
cable regulations shall not be subject to any
State constitution, statute, court decree, com-
mon law, rule, or public policy limiting or pro-
hibiting increases in the outstanding loan bal-
ance after execution of the mortgage.

(e) Encouraged use of insurance by low and mod-
erate income families

In carrying out the provisions of this section,
the Secretary shall encourage the use of insur-
ance under this section by low and moderate in-
come tenants who would otherwise be displaced
by the conversion of their rental housing to con-
dominium or cooperative ownership.

(f) Consumer protections and disclosure require-
ments

The Secretary shall prescribe adequate con-
sumer protections and disclosure requirements
with respect to mortgages insured under this
section, and may prescribe such other terms and
conditions as may be appropriate to carry out
the provisions of this section.

(g) Number of mortgages and loans

The aggregate number of mortgages and loans
insured under this section and section
17156z-10(c)! of this title in any fiscal year may
not exceed 10 percent of the aggregate number of
mortgages and loans insured by the Secretary
under this subchapter during the preceding fis-
cal year.

(June 27, 1934, ch. 847, title II, §252, as added
Pub. L. 98-181, title I [title IV, §444], Nov. 30,

1See References in Text note below.
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