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

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

(¢) 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—
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(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 sccured by property upon which there is located a
dwelling conforming to applicable standards prescribed by the
Secretary under subsection (D 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 chall involve @
principal obligation (including such inital service chages ap-
praisal, inspection, and other fees as the Secretary shall ap-
prove) in an amount (A) not to exceed () $31,000 (or $36,000,
if the mortgagor’s family includes five or moré 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 @ property upon whil there 1o locited g 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_threefamily_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 Sceretary may increase the foregoing amounts to
not to exceed $36,000 (or $42000 if the mortgagor’s family in-
cludes five or more persons), $45,000, $57,600, and 368,400, 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-

vided, That (iX1) in the case of a displaced family,
he shall have paid on account of the property at least $200 in
the case of a single family dwelling, $400 in the case of a two-
family dwelling, $600 in the case of a three-family dwelling,
and $800 in the case of a four-family dwelling, or (2) in the
case of any other family, he shall have paid on account of the
property at least 3 per centum of the Secretary’s estimate of
its acquisition cost (excluding the mortgage insurance premium
aid 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, (i) 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 amoun (as determined by
the Secretary) required to refinance existing indebtedness
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 § 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
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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 moitgagor upproved by the
Secretary, and regulated or supervised under Federal or State
Taws 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—
165 [Repeaed 11
GiXI) not exceed, for such part of the property or
project as may be attributable to dwelling use (excliding
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 per family unit with
two bedrooms, $74,840 per family unit with three bed-
rooms, and $83,375 per family unit with four or more bed-
Tooms, 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 o not to ex-
ceed $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
bedroome, as the case may be, to compensate for the high-
er costs incident to the construction of elevator-type struc-
tures of sound standards of construction and desis (1D
the Secretary may, by regulation, increase any of the dol-
lar amount limitations in subelause (I) (as such limitations
may have been adjusted in accordance with section 206A.
of this Act) by not to exceed 110 percent in any geo-
graphical area where the Secretary finds that cost levels
50 require and by not to exceed 140 percent where the Sec-
retary determines it necessary on a_project-by-project
basis, but in no case may any such increase exceed 90 per-
cent where the Secretary determines that a mortgage pur-
chased or to be purchased by the Government National
Mortgage Association in implementing its special assist-
ance functions under section 305 of this Act (as such sec-
tion existed immediately before November 30, 1983) is in-
volved; and
(ii1) not exceed (1) in the case of new construction, the
amount which the Secretary estimates will be the replace-
ment cost of the property o project when the proposed im-
provements are complefed (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 Tehabilitation: Provided, That the mortgage
may involve the financing of the purchase of property
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which has been rehabilitated by a local public agency with
Federal assistance pursuant to section 110(cx8) 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 insuran
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
(@)(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
Tocal programs; or
(4) if executed by a mortgagor and which is approved by
the Secretary-
[) [Repealed 71
(iiXD) 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, 342,954 per
family unit with one_bedroom, $51,920 per family unit
with two bedrooms, $65,160 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 $80913 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 110 percent in any geo-
graphical area where the Secretary finds that cost levels
50 require and by not to exceed 140 percent where the Sec-
retary determines it necessary on a_project-by-project
basis, but in no case may any sich increase exceed 90 per-
cent where the Secretary determines that a mortgage pur-
chased or to be purchased by the Government National
Mortgage Association in implementing its special assist-
ance functions under section 305 of this Act (as such sec-
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tion existed immediately before November 30, 1953) is in-

volved;

(iif) not exceed (in the case of a property or project ap-
proved for morigage incurance prior (o the boginning 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, tilities within the bound-
aries of the land, architects 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, afler certification that such
allowance is unreasonable, shall hy regulation prescribe a
lesser percentage; and

(iv) not exceéd 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
fo 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 operatio, and for such purpose o Sec:
retary may make such contracts with and acquire for not
to exceed $100 such stock or interest in any such mort-
fagor as the Secretary may deem necessary fo render ol
fecive such restrictions or Tegulations, with such stock or
interest being paid for out of the General Insurance Fund
and heing required to be redeemed by the mortgage at par
upon the termination of all cbligations 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, foreclostre proceedings, antici-
pation of maturity, additional and secondary liens, and other
matters as the Secretary may in his diseretion preseribe: Pro-
vided, That a mortgage instired 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 sueh yied to the neareet one-eighth of 1 per contum,
and there shall be no differentiation in the rate of interest
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charged under this proviso as between mortgagors under sub-

section (4)(3) on the basis of differences in the types or classes

of such mortgagors; and
(6) provide for complete amortization by periodic payments

(unless otherwise approved by the Secretary)! within such

terms s dhe 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 (ifi) 30 years in the case of any other
family where the mortgage is not approved for insurance prior
to construction.

(eX1) A mortgagor which may he approved by the Secretary as
provided in subsection (d3) 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 o the project, as certified pureuant 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.

() 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 ocated in an urban reneval area,
the provisions of section 220(dX3)(Biv) 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.
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A property or project covered by a mortgage insured under the
provisions of subsection, (@) 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 Sécretary, con-
tain kitchen facilities, and such projects may include cenral 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
iscretion 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),
(1), or () with no premium charge, with a reduced premium charge,
or with a premium charge for such period or periods during the
time the insurance is in effect as the Secretary may determine, and
there is hereby authorized to be appropriated, out of any money in
the Treasury not otherwise appropriated, such amounts as may be
necessary to reimburse the General Insurance Fund for any net
Tosses in connection with such insurance. Any person who is sixty-
w0 years of age ot over, or who is a handicapped person within
the ineaning of section 202 of the Housing Act of 1959, or who is
a displaced person, shall be deemed fo 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
t 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 heing subject to any of the
Tequirements of the proviso in section 220(d3)BJiv) 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.t

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

*Section 108 of the Disaser Relief and Emergency Assstance Amendments of 1039, Pub L
100707 approced Nov. 25, 1088, amended thie schtcnce  Reer o such seciqn of ha “Dis.
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Housing and Community Development Amendments of 1978) to
benefit projects covered by a mortgage under the provisions of sub-
section (d)3) that bears  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 ot of
project income, on such terms and conditions as the Secretary may
letermine. Any resulting increase in rent contributions shall be—
() 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
(©) 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
1087 shall be provided, to the extent available under appropria-
tions Acts, if necessary to mitigate any adverse effects on income-
eligible tenants.
(%) 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), @), (e), (), (), (), (), 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 al references therein
to section 208 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 sul
section (h) of this section, or paragraph (2) of subsection () 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 (), (i), (), (), and (1) of section 207 of
this Act shall he applicable o such mortgages insured under
this section; or
(3) as fo 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 1061 not-
withstanding the provisions of paragraphs (1) and (2) of this
subsection, the Secretary in his discretion, in accordance with
such reguiations 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-

o 50, 161
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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 haye no further rghts
abilites, or obligations with respect to the loan of the secur
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
tights, liabilities, and obligations of a mortgagee shall appl
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-
Tetary, except that as applied to mortgages so acquired (4) all
references in_ section 204 to the Mutual Mortgage Insurance
Fund or the fand shall be construed to refer to the General In-
surance Fund, and (B) all references in section 204 to section
203 shall be construed to refer to this section. If the insurance
is paid in cash, there shall be added to such payment an
amount equivalent to the interest which the debentiires would
have earned, computed to a date to be established pursuant to
regulations issued by the Secretary.

(4YA) In the event any mortgage insured under this sec-
tion pursuant to a_commitment to insure entered into before
the effective date of this clause ! is not in default at the expira-
tion of twenty years from the date the mortgage was endorsed
for insurance, the mortgagee shall within a period thereafter
to he determined by the Secretary, have the option to assign,
transfer, and deliver to the Secretary the original credit instru-
ment and the mortgage securing the same and receive the ben-
efits of the insurance as hereinafter provided in this para-
graph, upon compliance with such requirements and conditions
as o the validity of the mortgage as @ first ien and such other
matters as may be prescribed by the Secretary at the time the
Toan is endorsed for insurance. Upon such assignment, trans-
fer, and delivery the obligation of the mortgagee to pay the
premium charges for insurance shall cease, and the Secretary
shall, subject to the cash adjustment provided herein, issue o
the mortgagee debentures having a total face value= equal to
the amount of the original principal obligation of the mortgage
which was unpaid on the date of the assignment, plus accrued
interest to such date. Debentures issued pursuant to this para-
graph shall be issued in the same manner and subject to the
same terms and conditions as debentures issued under para-
graph (1) of this subsection, except that the debentures issued

T November so, 1083
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pursuant to this paragraph shall be dated as of the date the
mortgage is assigned to the Secretary, shall mature ten years
after such date, and shall bear interest from such date at the
going Federal rate determined at the time of issuance. The
ferm “going Federal rate’ as used herein means the annual
rate of interest which the Secretary of the Treasury shall speci-
£y as applicable to the six-month period (consisting of Jarary
through June or July through December) which includes the
issuance date of such debentures, which applicable rate for
each six-month period shall be determined by the Secretary of
the Treasury by estimating the average yield to maturity, on
the basis of daily closing market bid quotations or prices dur-
ing the month of May or the month of November, as the case
may be, next preceding such si-month period, on all out-
standing marketable obligations of the United States having a
maturity date of eight to twelve years from the first day of
such month of May or November (or, if no such obligations 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 anmua yield
to the nearest one-eighth of 1 per centum. The Secretary shall
have the same authority with respect to mortgages assigned to
him under this paragraph as contained in section 207(k) and
section 207(1) as to mortgages insured by the Secretary and as-
signed to him under section 207 of this Act.

(B) In processing a claim for insurance benefits under this
paragraph, the Secretary may direct the mortgagee to assign,
transfer, and deliver the original credit instrument and the
mortgage securing it directly to_the Government National
Mortgage Association in lieu of assigning, transferring, and de-
livering the credit instrument and the mortgage to the Sec-
retary. Upon the assignment, transfer, and delivery of the
credit instrument and the mortgage to the Association, the
mortgage insurance contract shall terminate and the mort-
gagee shall receive insurance henefits as provided in subpara-
graph (). The Association s authorized to accept such loan

loctments 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).

(Ci) Tn 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
() 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-
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est to the date of sale. The sale price shall also include the
right o a subsidy payment described in clause (ii).

(iiXT) The Secretary shall conduct a public auction to de-
termine the lowest intetest 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-
scriptionof the characteristics of the original _credit
instrument and mortgage securing the original credit instru-
ment, which shall include the principal mortgage balance,
original stated interest rate, service fees, real estate and ten-
ant characteristics, the level and duration of applicable Federal
subsidies, and any other information determined by the Sec-
retaty to be appropriate. The Secretary shall also provide infor-
mation regarding the status of the property with respect to the
provisions of the Emergency Low Income Housing Preservation
Act of 1957 or any subsequent Act with respect to eligibility to
prepay the mortgage, a statement of whether the owner has

iled a notice of intent to prepay or a plan of action under the
Emergency Low Income Housing Preservation Act of 1987 or
any subsequent Act, and the details with respect to incen-
tives provided under the Emergency Low Income Housing
Preservation Act of 1987 or any subsequent Act in lieu of exer-
cising prepayment rights.

(II) The Secretary shall, upon receipt of the information
in subclause (IT), 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 (ID) 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-
Teta

(V) 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 1o bids are received, the bids that are received are
not acceptable to the Secretary, or settlement does not oceur
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 takken under this subparagraph) under this section o 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
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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 inerest 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—

(1) the maturity date of the loan;

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

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

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

(¥) To the extent practicable, the Secretary shall encourage
State housing finance agencies, nonprofit otganizations, 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 in-
posed by this subparagraph within 30 days from the date of
enactment of this subparagraph' and no be subject t0 the re-
quirement of prior issuance of regulations in the Federal Reg-
ister. The Secretary shall issue regulations implementing this
secton, within 6 months of the enactment of this subpara-
graph.!

(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.

(vt 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-

T aata of enactment was November 5, 1090
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nate the program with the incentives provided under the

Emergency Low Income Housing Preservation Act of 1987 or

subsequent Act, and the costs and henefits derived from the

program for the Federal Government.

(ix)1 The authority of the Secretary to conduct
multifamily auctions under this paragraph shall be ef-
fective for any fical year only 1o 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 1074), inelud-
‘ing the cost of modifying loans.

(h)(1) In addition to mortgages insured under the provisions of
this section, the Secretary is authorized, upon application by the
mortgagee, to insure under this subsection as hereinafter provided
any mortgage (including advances under such mortgage during re-
habilitation) which is executed by a_nonprofit organization to fi-
nance the purchase and rehabilitation of deteriorating or sub-
standard housing for subsequent resale to low-income home pur.
chasers and, upon such terms and conditions as the Secretary may
prescribe, to make commitments for the insurance of such’ mort-
gages prior to the date of their execution or disursement 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 Sectetary. fo fnancing the purchase
and rehabilitation (with the interition of subsequent resale) of
property comprising one or more tracts or parcels, whether or
not contiguous, upon which there is located detériorating or
substandard housing consisting of (i) four or more single-family
dwellings of detached, semidetached, or row construction, or
Gi) four or more one-family units in a structure or structires
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, (94E) by perodic payments within such term as the

cretary may preseribe; 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).

) 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 foclities and amenities to sipport long-term values, or (B)
the rehabilitation to be carried out by the mortgagor plus its re-

T ndented 20 .
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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 agaregate principal balance of all mortgages insured
under paragraph (1) and outstanding at any one time shall not ex-
ceed $50,000,000.

()41 No mortgage shall be insured under paragraph (1) un-
less the mortgagor enters into an agreement (in form and sub-
stance satisfactory to the Secretary) that it will offer to sell the
duellings inyolved, upon completion of their rehabiitation, to indi-
viduals_or families (hereinafter referred to as “low-income pur-
chasers”) determined by the Secretary to have incomes below the
maxinum amount specified (with respect to the area involved) in
section 101041 of the Housing and Urban Development Act of

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

(i) be in a principal amount equal to that portion of the us
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 lover rate, ot less than 1 per centum, as he

cretary 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  term equal to the temaining
term (determined without regard to subparagraph (E) of such
principal mortgage: Provided, That if the rate of interest ini-
tially preseribed is less than dhe 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

50 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
t 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 n part toward closing costs) as the Secretary s

letermine to be reasonable and appropriate in the circumstance:

D) Upon the eale under his 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
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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 (415,

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

{F) Any mortgage insured under this paragraph shall contain
a provision that if the low-income mortgagor does not continue to
oceupy 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 increage 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 (i) a

ublic housing agency having jurisdiction under the United States
ousing Act of 1937 over the area where the dwelling is located,
or i) a low-income purchaser approved for the purposes of this
paragraph by the Secretary.

(6) In addition to thé mortgages that may he 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
famihes chat meet the income crieria prescribed n paragraph
(5XA) 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 nonprofic
organization of the type described in this subsection. To be eligible
for such insurance, a morigage 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 invol
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 i sui-
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 che

asis of periodic review) subsequently rises, the rate shall be
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increased (but not above 3 per centum), under regulations of
the Secretary, to the extent appropriate to reflect the increase
in such income, and the mortgage shall so provide;

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

(D) contain a provision that, if the low-income mortgagor
does not_continue to occupy the property, the interest rate
shall increase to the highest rate permissible under this sec-
tion and the regulations of the Secretary effective at the time
the commitment was issued for insurance of the mortgage, ex-
cept that the increase in interest rate shall not be applicable
if the property is sold and the purchaser is (i) a nonprofit orga-
nization which has been, engaged,in purchasing and rehabil-
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, o (iii) a low-income purchaser approved for
the purposes of this paragraph by the Secretary.

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

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

(i)(1) The Secretary is authorized, with respect to any project
inyolving a mortgage insured under subsection (113) 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-
ay

e,

(2)(A) The Secretary is authorized, upon application by the
mortgagee, to insure under this subsection mortgages financing the
purchase of individual family unite 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 dishursement thereon, upon such terms and conditions as the
Secretary may prescribe. To be eligible for such insurance, the
mortgage shall—
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(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 (d13)
which bears interest at the below-market rate prescribed in the
proviso of subsection (d)5);

(i) fnvolve @ principal obligation (including such inital
service charges, and such appraisal, inspection, and other fees,
as the Secretary shall approve) in an amount ot to exceed the
Secretary’s estimate of the appraised value of the family uni,
including the mortgagors interest in the common areas and fa-
ciltis, as of the date the mortgage i accepted for insurance;

(iii) bear interest at a rate determined by the Secretary
(which may vary in accordance with the regulations of the Sec-
retaty promulgated pursuant o 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 completé amortization by periodic pa
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
o or moderate income purchaser shall not exceed the appraised
value of the property, as determined under subparagraph (A)(i),
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
nonprofic. purchaser approved by the Secretary, or (i) 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 helow-marke 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
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up to the highest rate permissible under the regulations of the Sec-
retary for mortgages insured under this section, effective at the
time the commitment was issued for the insurance of the mortgage.

(5) For the purpose of this subsection—

(i the term “mortgage”, when used in relation to a mort-
gage insured under paragraph (2) of this subsection, includes
a first mortgage given to secure the unpaid purchase price of
a fee interest in, or a long-term leasehold interest in a one-
family unit in a multifamily project and an undivided interest
in the common areas and facilities which serve the project; and

(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 o mortgage nsured tinder subsection () which

ears 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-
naicing 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 éxecution or
disbursement thereon, upon such terms and conditions as the Sec-
retary may prescribe. To be eligible for such insurance, the mort-
‘gage shall—

(1)1 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;

(i)2 bear interest at the below-market rate prescribed in
the proviso of subsection (d)(5); and

(iii)* 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 hich would otherise apply for the purpose of those sub-
sections by up to 20 per centum if stich increase is necessary to ac-
count for the increased cost of the project due to the installation

7501 Taw. Probably shonld b designated assubparagraph (41
<SR law Bl Shod B Qoo 22 bherafonh (2)
2010 Low. Frbably homld b dsanated 9% SbyareEraph (C).





[image: image19.png]91 NATIONAL HOUSING ACT sec. 222

system (as defined in subparagraph (3) of
the last paragraph of section 2(a) of this Act) or residential energy
conservation measures (as defined in section 210(11) (A) through
(G) and (I) of Public Law 95-619) in cases where the Secretary de-
termines that such measures are in addition to those required
under the minimum property standards and will be cost-effective
over the life of the measure.

(1)(1) Notwithstanding any other provision of law, tenants re-
siding in eligible multifamily housing whose incomes exceed 80 per-
cent of area median income shall pay as rent not more than the
Tower 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 (4) 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 § 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).





