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SEC, 207. [12 US.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 petiod of ot 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, fogether with the credit instrument or in-
struments, if any, secured thereby, and may be in the form of trust
mortgages or mortgage identurcs 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 ot design, lack of ventilation, light or
sanitation facilities, or any combination of these factors, are detri-
mental o 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 ot park properly arranged and equipped to ac-
commodate manufactured homes.

(T) 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-
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tion (including advances on such mortgages during construction)
which cover property held by—

(1) Federal or State instrumentalities, municipal corporate in-
strumentalities of one or more States, or limited dividend or rede-
velopment or housing corporations restricted by Federal or State
laws or regulations of State banking or insurance departments as
to tents, 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 Secrefary’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 fermination 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 fecessaty 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 b redeemed by the mortgagor at par upon the termi-
nation of all cbligations 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,

in which every effort has heen 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 desigmed 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 fami
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.

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

(1) [Repealed.1}

(2) not to exceed 90 per centum of the estimated value of
he property or project (when the proposed improvements afe
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-
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mates will be the replacement cost of the property or project
when the proposed improvements are completed (the value of
the property or project as such term is used in this paragraph
may include the land, the proposed physical improvements,
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 Iocated in slum or
blighted areas, as defined in paragraph mumbered (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
(34A) not to exceed, for such part of the property or
projects as may be attributable to dwelling use (excluding exte-
tior 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 $11,250 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 uni, 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! by not to exceed 110
percent in any geographical area where the Secretary finds
that cost levels so require and not to exceed 140 percent where
he Secretary determines it necessary on a projectby-projoct
basis, but in no case may any such iricrease exceed 90 percent
where the Secretary determines that a mortgage purchased or
to be purchased by the Government National Mortgage Asso-
ciation in impleménting its special assistance functions under
section 305 of this Act (as such section existed immediately be-
fore November 30, 1983) i involved.
The mortgage shall provide for complete amortization by peri-
odic payments (unless otherwise approved by the Secretary)? with-
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in such term as the Secretary shall prescribe, and shall bear inter-
est at such rate as may be agreed upon by the mortgagor and the
mortgagee. The Secretary may consent to the release of a part or
parts of the mortgaged property from the lien of the mortgage upon
such terms and conditions as he may prescribe and the mortgage
may provide for such release. No mortgage shall be accepted for in-
surance under this section or section 210 unless the Secretary finds
that the property or project, with respect to which the mortzage is
executed, is economically sound. Such property or project may in-
clude five or more family units and may mclide such commercial
and community facilities as the Secretary deems adquate to serve
the occupants.

Notwithstanding any other provision of this paragraph, the
amount which may be insured under this section may be increased
by up to 20 percent if such increase is necessary to account for the
increased cost of the project due to the installation therein of a
solar energy system (as defined in subparagraph (3) of the last
paragraph of section 2(a) of this Act) or residential energy con-
servation measures (as defined in section 210(11(A) through (G)
and (1) of Public Law 95-619) in cases where the Secretary deter-
mines that such measures are in addition to those required under
the minimurm property standards and will be cost-effective over the
life of the measure.

() 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
isstied by the Sectetary under any title and section of this Act, ex-
cept debentures of the Mutual Mortgage Insurance Fund, or of the
Cooperative Management Housing Insurance Fund, at par plus
accured interest, In addition to the premivm charge herein pro-
vided for, the Secretary is authorized to charge and collect such
amounts as he may deem reasonable for the appraisal of a property
or project offered for insurance and for the inspection of such prop-
erty or project during construction: Provided, That such charges for
appraisal and inspection shall not aggregate more than 1 per cen-
tum of the original principal face amount of the mortgage.

(€) 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-

pire the payment by the mortgagee of an adjusted premium
arge in such amount as the Secretary determines to be equitable,
but not i 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.

T [Repealea. 1

(g) The failure of the mortgagor to make any payment due
under or provided to be paid by the terms of a mortgage insured
under this section shall be considered a default under such mort-
gage and, if such default continues for a period of thirty days, the
mortgagee shall be entitled to receive the benefits of the insurance
as hereinafter provided, upon assignment, transfer, and delivery to
the Secretary, within a period and in accordance with rules and
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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 ile or other nsurace or
surety bonds o other guaranties and any and all claims there-
under; (4) any balance of the morigage loan not advanced to the
mortgagor; (5) any cash or property held by the mortgagee, or to
which it i 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 (§) all records, documents,
books, papers, and accounts m‘ll\nn% 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 dobeniues 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 ) that part of the amount of the principal obligition that has
been repaid by the mortgagor, (ii) an amount equivalent to 1 per
centum of the unpaid amount of such principal obligation, a

any net income received by the mortgagee from the propérty
vided, That the mortgagee in the event of a default under the mort-
goge may, at it option and in accordance with regulations of, and
in'a period to he determined by, the Secretary, proceed to foreclose
on'and ohtain possession of of otherwise dequire such property
from the mortgagor after default, and receive the benefits of the
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 {ransaction 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 (0 pay the premium charges for nsurance
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 19641
of an application for insurance benefits on a mortgage insured
under this Act, the Secretary may terminate the mortgagee’s obli-
gation to pay premium charges on the mortgage.

(h) The'certificate of claim issued under this section shall be
for an amount which the Secretary determines to be sufficient,
when added to the face value of the debentures issued and the cash
adjustment paid to the mortgagee, € equal the amount which the
mortgagee would have received if, on the date of the assignment,

T September 2, 1064
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transfer and delivery to the Secretary provided for in subsection
(@), the mortgagor had extinguished the mortgage indebtedness by
payment in full of all obligations under the mortgage and a reasor
able amount for necessary expenses incurred by the mortgagee in
connection with the foreclosure proceedings, of the acquisition of
the mortgaged property otherwise, and the conveyance thereof o
the Secretary. Each such certificate of claim shall provide that
there shall dccrue 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 it t, and dis-
posing of such mortgage and property and i 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 follow
(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-
seribed by fhe 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-
ferest at o 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-
ages insured after the date of enactment of the National Housins
ct Amendments of 1938 shall be exempt, both as to principal an
‘interest, from all taxation (except surtaxes, estate, inheritance, and
it taxcs) now or hereafier imposed by the Unitéd States, by any
‘erritory, dependency, or possession thereof, or by any State, couri-
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
o 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 debenures. In the event the
General Tnsurance Fund fails to pay upon demand, when due, the
principal of or interest on any debéntures so guaranteed, the Sec-
Tetary of the Treasury shall pay to the holders the amount thereof
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which is hereby authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, and theteupon, 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 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;
an

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

(k) The Secretary is hereby authorized either to (1) acquire
possession of and title to any property, covered by a mortgage in-
sured under this section and assigned to him, by voluntary convey-
ance in extinguishment of the mortgage indebtedness, or (2) insti-
tute proceedings for foreclosure on the property covered by any
such insured mortgage and prosecute such proceedings to conclu.
sion. The Secretary at any sale under foreclosure may, in his dis-
cretion, for the protection of the General Insurance Fund, bid any
sum up to but not in excess of the total unpaid indebtedness se-
cured by the mortgage, plus taxes, insurance, foreclosure costs,
fees, and other expensés and may become the purchaser of the
property at such sale. In determining the amount to be bid, the

ecretary 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 (), 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.

) 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 inferests 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 o, or sell for cash or credit
or lease in his discretion, any property acquired by him under this
section; and notwithstanding any other provision of law, the Sec-
retary shall also have power to pursue to final collection by way
of compromise or otherwise all claims assigned and transferred to
him in connection with the assignment, transfer, and delivery pro-
vided for in this section, and at any time, upon default, to foreclose
on any property secured by aty mortgage assigned and transferred

eld by

t or him: Provided, That section 3709 of the Revised Stat-
utes shall not be construed to apply to any contract for hazard in-
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surance, or to any purchase or contract for services or supplies on
gecount’of such property 1 the amouit. thereol docs nol exceed
1,000.

[(m) [Repealed T}

(n) In the event that a mortgage insured under this section be-
comes in default through failure of the mortgagor to make any pa
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 (), 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.

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

[(p) [Repealed ]

[() [Repealed T}

(1) Notwithstanding any other provisions of this Act, the Sec-
retary is authorized to include in any mortgage insured under any
title of this Act after the effective date of the Housing Act of 19591
a provision requiring the mortgagor to pay a service charge to the
Secretary in the event such mortgage 1s 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.





