Excerpts from the National Housing Act

RENTAL HOUSING INSURANCE

SEC. 207, [12 U1.5.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 ninetv-nine years which is re-
newable or (B) under a lease having a period of not less than fifty
vears 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 commeonly given to secure advances (including but not
bein% limited to advances during construction) on, or the unpaid
purchase price of, real estate under the laws of the State in which
the real estate is located, together with the credit instrument or in-
struments, if any, secured thereby, and may be in the form of trust
mortgages or mortgage indentures or deeds of trust securing notes,
bonds, or other credit instruments.

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

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

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

i5) The term “slum or blighted area” means any area where
dwellings predominate which, by reason of dilapidation, over-
crowding, faulty arrangement or design, lack of ventilation, light or
sanitation facilities, or any combination of these factors, are detri-
mental to safety, health, or morals.

(B) 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 oe-
cupant to the ownership of the premises or space in a manufac-
tured home court or park properly arranged and equipped to ac-
commodate manufactured homes.

(71 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.

(by In addition to mertgages 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—

i1) 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 rents, charges, capital structure, rate of return, or methods of
operation; or

(2) any other mortgagor approved by the Secretary. The Seec-
retary may, in the Secretary's discretion, require any such mort-
gagor to be regulated or restricted as to rents or sales, charges,
capital structure, rate of return, and methods of operation so as to
provide reasonable rentals to tenants and a reasonable return on
the investment. Any such regulations or restrictions shall continue
for such period or periods as the Secretary, in the Secretary's dis-
cretion, may require, including until the termination of all obliga-
tions of the Secretary under the insurance and during such further
period of time as the Seeretary shall be the owner, holder, or rein-
surer of the mortgage. The Secretaryv may make such contracts
with and acquire, for not to exceed $100, such stock or interest in
the mortgagor as he may deem necessg&' to render effective any
such regulations or restrictions. The st or interest acquired by
the Secretary shall be paid for out of the General Insurance Fund,
and shall be redeemed by the mortgagor at par upon the termi-
nation of all obligations of the Secretary under the insurance.

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

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

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

[(1) [Repealed.]]

i(2) not to exceed 90 per centum of the estimated value of
the property or project (when the proposed improvements are
completed): Provided, That this limitation shall not apply to
mortgages on housing in Alaska, or in Guam, but such a mort-
gage may involve a principal obligation in an amount not to ex-
ceed 90 per centum of the amount which the Secretary esti-
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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 Secretarv). And provided further, That noth-
ing contained in this section shall preclude the insurance of
mortgages covering existing construction located in slum or
]:rlighteg areas, as defined in paragraph numbered (5) of sub-
section (a) of this section, and the Secretary may require such
repair or rehabilitation work to be completed as is, in his dis-
cretion, necessary to remove conditions detrimental to safety,
health, or morals; and
(30A) not to exceed, for such part of the property or
projects as mfctly be attributable to dwelling use (excluding exte-
rior and land improvements as defined by the Secretary),
$38,025 per family unit without bedroom, $42,120 per family
unit with one bedroom, $50,310 per family unit with two bed-
rooms, $62,010 per family unit with three bedrooms, and
$70,200 per family unit with four or more bedrooms, or not to
exceed $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 unit to not
to exceed $43,875 per family unit without a bedroom, $49,140
per family unit with one bedroom, $60,255 per family unit with
two bedrooms, $75,465 per family unit with three bedrooms,
and $85,328 per family unit with four or more bedrooms, as
the case may be, to compensate for the higher costs incident
to the construction of elevator type structures of sound stand-
ards of construction and design; and except that the Seecretary
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
the Secretary determines it necessary on a project-by-project
basis, but in no case may any such increase exceed 90 percent
where the Secretary determines that a mortgage purchased or
to be purchased by the Government National Mortgage Asso-
ciation in implementing its special assistance functions under
section 305 of this Act (as such section existed immediately be-
fore November 30, 1983) is involved.
The mortgage shall provide for complete amortization by peri-
odic payments (unless otherwise approved by the Secretary)? with-

1Zaction S(b)(L¥B) of the FHA D-:rwggaymmt Simplification Act of 2002, Pub L. 107-328, 118
Stat. 2704, approved December 24, 2002, amends this paragraph as follows:
“B} by striking “and accept that the Seeretary” through and including ‘in this paragraph’
and inserting in lien thereot:

“IB} Sacretary may, by regulation, increase any of the dollar ameuant limiations
in subpaézgigh {A) (as such limitations may have been adjusted in aceordance with
saction 2 this Act)™.

The amendment conld net be executed.

2Zaction 446 of the Honsing and Urban-Fural Recovery Act of 1983, Pub. L. 98-181_ a =i
Movermnber 30, 1983, added this ii{entheﬁm] in sections 20T (cid), 220dud), 221idx 1{ nd
281(cE5) of the Mational Housing . Subsection (f) of such section further provides a= fallowsa:
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in such term as the Secretary shall preseribe, 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 mortgage is
executed, is economically sound. Such property or project may in-
clude five or more family units and may include such commercial
and community facilities as the Secretary deems adgquate 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 svstem (as defined in subparagraph (3) of the last
paragraph of section Zia) of this Act) or residential energy con-
servation measures (as defined in seetion 210(11WA) through (G)
and (I) of Public Law 95-619) in cases where the Secretary deter-
mines that such measures are in addition to those required under
the minimum property standards and will be cost-effective over the
life of the measure.

i(d) The Secretary shall collect a premium charge for the insur-
ance of mortgages under this section which shall be payable annu-
ally in advance by the mortgagee, either in cash or in debentures
issued by the Secretary under any title and section of this Act, ex-
cept debentures of the Mutual Mortgage Insurance Fund, or of the
Cooperative Management Housing Insurance Fund, at par plus
accured interest. In addition to the premium charge herein pro-
vided for, the Secretary is aut-horizec? 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: Prowvided, 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.

ie) In the event that the Erincipﬂl 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-

uire the payment by the mortgagee of an adjusted premium
arge in such amount as the Secretary determines to be equitable,
but not in excess of the aggregate amount of the preminm charges
that the mortgagee woulf otherwise have been required to pay if
the mortgage had continued to be insured until such maturity date.

[if [%;apealed.]]

ig) The failure of the mortgagor to make any pavment due
under or provided to be paid by the terms of a mortgage insured
under this section shall 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

“ifi The aggregate mimber of dwelling units included in properties covered by martgages in-
sured pursuant te the avtharity granted in the amendments made by this seu:t]::l?:un in any fiscal
wear may not excesd 100007,
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regulations to be preseribed by the Secretary of (1) all rights and
interests arising under the mortgage so in default; (2) all claims of
the mortgagee against the mortgagoer or others, arising out of the
mort-ga%;eo transactions; (3) all policies of title or other insurance or
surety bonds or other guaranties and any and all claims there-
under; (4) any balance of the meortgage loan neot advanced to the
mortgagor; (5) any cash or property held by the mortgagee, or to
which it is entitled, as deposits made for the account of the mort-
gagor and which have not been applied in reduction of the principal
of the mortgage indebtedness; and (6) all records, documents,
bools, papers, and accounts reiﬂtinﬁ to the mortgage transaction.
Upon such assignment, transfer, and delivery the obligation of the
mortgagee to pay the premium charges for mortgage insurance
shall cease, and the Secretary shall issue to the mortgagee a certifi-
cate of claim as provided in subsection (h), and debentures having
a par value equal to the original principal face amount of the mort-
gage plus such amount as the mortgagee may have paid for (A)
taxes, special assessments, and water rates, which are liens prior
to the mﬂrt-ga%f; iB) insurance on the property; and (C) reasonable
expenses for the completion and preservation of the property and
any mortgage insurance premiums paid after default, less the sum
of (i) that part of the amount of the principal obligation that has
been repaig by the mortgagor, (ii) an amount equivalent to 1 per
centum of the unpaid amount of such principal ohligation, and (iii)
any net income received by the mortgagee from the property: Pro-
vided, That the mortgagee in the event of a default under the mort-
age may, at its option and in accordance with regulations of, and
in a period to be determined by, the Secretary, proceed to foreclose
on and obtain possession of or otherwise acquire such property
from the mortgagor after default, and receive the benefits of the in-
surance as herein provided, upon (1) the prompt conveyance to the
Secretary of title to the property which meets the requirements of
the rules and regulations of the Secretary in force at the time the
mortgage was insured and which is evidenced in the manner pre-
scribed by such rules and regulations, and (2) the assignment to
him of all claims of the mortgagee against the mortgagor or others,
arising out of the mortgage transaction or foreclosure proceedings,
except such claims that may have been released with the consent
of the Secretary. Upon such eonveyance and assignment, the obli-
gation of the mortgagee to pay the %lgamium charges for insurance
shall cease and the mortgagee shall be entitled to receive the bene-
fite 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 Aet of 1964,1
of an application for insurance benefite on a mortgage insured
under this Act, the Secretary may terminate the mortgagee’s obli-
gation to pay premium charges on the mortgage.
ih) The certificate of claim issued under this section shall be
for an amount which the Secretary determines to be sufficient,
when added to the face value of the debentures issued and the cash
adjustment paid to the mortgagee, to equal the amount which the
mortgagee would have received if, on the date of the assignment,

1 September 2, 1964,
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transfer and delivery to the Secretary provided for in subsection
ig), the mortgagor had extinguished the mortgage indebtedness by
payment in full of all obligations under the mortgage and a reason-
able amount for necessary expenses incurred by the mortgagee in
connection with the foreclosure proceedings, or the acquisition of
the mortgaged property otherwise, and the convevance thereof to
the Secretary. Each such certificate of claim shall provide that
there shall accrue to the holder of such certificate with respect to
the face amount of such certificate, an increment at the rate of 3
per centum per annum which shall not be compounded. If the net
amount realized from the mortgage, and all claims in connection
therewith, so assigned, transferred, and delivered, and from the
property covered by such mortgage and all claims in connection
with such property after deducting all expenses incurred by the
Secretary in handling, dealing with, aequiring title to, and dis-
posing of such mort§age and property and in collecting such claims,
exceads the face value of the debentures issued and the cash ad-
justment paid to the mortgagee plus all interest paid on such de-
bentures, such excess shall be divided as follows:

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

i2) If such excess is equal to or less than the total amount
pavable under such certificate of claim, the Secretary shall pay
to the holder of such certificate the full amount of such excess.
(1) Debentures issued under this section shall be executed in

the name of the General Insurance Fund as ﬂ]:rligor, shall be nego-
tiable, and, if in book entry form, transferable, in the manner de-
scribed by the Secretary in regulations, and shall be dated as of the
date of default as determined in subsection (g} of this section, ex-
cept that debentures issued pursuant to the provisions of section
22001, section 221i(g), and section 233 may be dated as of the date
the mortgage i= assigned ior the property is conveyed) to the Sec-
retary and shall bear interest from such date. They shall bear in-
terest at a rate established by the Secretary pursuant to section
224, payable semiannually on the 1st day of January and the 1lst
day of July of each wvear, 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 Housin
et Amendments of 1938 shall be exempt, both as to principal an
interest, from all taxation {except surtaxes, estate, inheritance, and
ift taxes) now or hereafter imposed by the United States, by any
erritory, dependency, or possession thereof, or by any State, coun-
ty, municipality, or local taxing authority. They shall be paid out
of the General Insurance Fund which shall be primarily liable
therefor and they shall be fully and unconditionally guaranteed as
to principal and interest ]:r}' the United States, and, in the case of
debentures issued in certificated registered form, such guaranty
ghall be expressed on the face of the debentures. In the event the
General Insurance Fund fails to pay upon demand, when due, the
principal of or interest on any debentures so guaranteed, the Sec-
retary of the Treasury shall pay to the holders the amount thereof
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which is hereby authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, and thereupon, to the
extent of the amount so paid, t,f?e Secretary of the Treasury shall
succeed to all the rights of the holders of such debentures.

ij) Debentures issued under this section—

(1) shall be in such form and amounts;

i2) shall be subject to such terms and conditions;

i3) shall include such provisions for redemption, if any, as
may be prescribed by the Secretary of Housing and Urban De-
velé:rpment-, with the approval of the Secretary of the Treasury;
an

i4) 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 extingnishment 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-
gion. 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 tazes, insurance, foreclosure costs,
fees, and other expenses and may become the purchaser of the
gmpert-}' at such sale. In determining the amount to be bid, the

ecretary shall act consistently with the goal established in section
203ian1l) 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 ﬂoct;ﬁlisitinn or foreclosure of property under this section. Pend-
ing such acquisition by voluntary conveyance or by foreclosure, the
Secretary is authorized, with respect to any mortgage assigned to
him under the provisions of subsection (g}, to exercise all the rights
of a mortgagee under such mortgage, including the right to sell
such mortgage, and to take such action and advance such sums as
may be necessary to preserve or protect the lien of such mortgage.

(1) Notwithstanding any other provisions of law relating to the
acquisition, handling, or disposal of real and other property by the
United States, the Secretary shall also have power, for the protec-
tion of the interests of the General Insurance Fund, to pay out of
the General Insurance Fund all expenses or charges in connection
with, and to deal with, complete, reconstruct, rent, renovate, mod-
ernize, insure, make contracts for the management of, or establish
suitable agencies for the management of, or sell for cash or credit
or lease in his discretion, any property acquired by him under this
section; and notwithstanding any other provision of law, the Sec-
retary shall also have power to pursue to final collection by way
of compromise or otherwise all claims assigned and transferred to
him in connection with the assignment, transfer, and delivery pro-
vided for in this section, and at any time, upon default, to foreclose
on anﬁ' ¥r+:r riy secured by any mortgage assigned and transferred
to or held by him: Provided, That section 3708 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
account of such property if the amount thereof does not exceed
$1,000.

[(m) [Repealed.]]

in) In the event that a mortgage insured under this section be-
comes in default through failure of the mortgagor to make any pay-
ment due under or provided to be paid by the terms of the mort-
gage and such mortgage continues in default for a period of thirty
days, but the mortgagee does not foreclose on or otherwise acquire
the property, or does not assign and transfer such mortgage and
the credit instrument secured thereby to the Secretary, in accord-
ance with subsection (g), and the Secretary is given written notice
thereof, or in the event that a mortgagor pays the obligation under
the mortgage in full prior to the maturity thereof, and the mort-
gagee pays any adjusted premium charge required under the provi-
sions of subsection (e), and the Secretary is given written notice by
the mortgagee of the payment of such obligation, the obligation to
pay the annual premium charge for insurance shall cease, and all
rights of the 111+:rrt-gaafee and the mortgagor under this section shall
terminate as of the date of such notice.

(o) The Secretary, with the consent of the mortgagee and the
mort-gafgor of a mortgﬂf insured under this section prior to the
date of enactment of the National Housing Act Amendments of
1438, shall be empowerad 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 affectad
by the enactment of such Act.

Lip! [Repealed.]]

Lig) [Repealed.]]

(r+ Notwithstanding any other provisions of this Act, the Sec-
retary is authorized to include in any mortgage insured under any
title of this Act after the effective date of the Housing Act of 19581
a provision re%uiring the mortgagor to pay a service charge to the
Secretary in the event such mortgage 15 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.



HOUSING FOR MODERATE INCOME AND DISFLACED FAMILIES

SEC. 221, [12 U.S.C. 17151] ia) This section is designed to as-
gist private industry in providing housing for low and moderate in-
come families and displaced families.

(b} The Secretary is authorized, upoen 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
i4) 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.

ic) 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.

id) 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 mortgages ap-
proved by the Secretary as responsible and able to service the
mortgage properly;

i2) be secured by property upon which there is located a
dwelling conforming to applicable standards prescribed by the
Secretary under subsection (f) of this section, and meeting the
requirements of all State laws, or local ordinances or regula-
tions relating to the public health or safety, zoning, or other-
wise, which may be applicable thereto, and shall involve a
principal obligation (including such initial service charges ap-
praisal, inspection, and other fees as the Secretary shall ap-
prove) in an amount (A) not to exceed (i) $31,000 (or $36,000,
if the mortgagor's family includes five or more persons) in the
case of a property upon which there is located a dwelling de-
signed principally for a single-family residence, (ii) $35,000 in
the case of a pro rtiy upon which there is located a dwelling
designed principally for a two-family residence, (iii) $48,600 in
the case of a property upon which there is located a dwelling
designed principally for a three-family residence, or (iv)
$59,400 in the case of a PrOpeTty upon which there is located
a dwelling designed principally g:-r a four-family residence, ex-
cept that the Seeretary may increase the foregoing amounts to
not to exceed $36,000 (or $42,000 if the mortgagor's family in-
cludes five or more persons), $45,000, $57,600, and $68,400, re-
spectively, in any geographical area where he finds that cost
levels so require; and (B) not to exceed the appraised value of
the property (as of the date the mortgage is accepted for insur-
ancej: vided, That (1)(1) in the ease 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-
ent; 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 rehahbilitation, 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 rehabhbilitation, except that in no case involv-
ing refinancing shall such mort ge exceed such estimated cost
of repair and rehabilitation and the amount (as determined by
the Secretary) required to refinance existing indebtedness se-
cured by the property: Provided further, That the mortgagor
shall to the maximum extent feasible be given the opportunity
to contribute the value of his labor as equity in such dwelling;
or

i3) if executed by a mortgagor which is a public body or
agency (and, except with respect to a project assisted or to be
assisted pursuant to section 8 of the United States Housing
Act of 1947, which certifies that it is not receiving financial as-
gistance 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 mortgagﬂr approved by the
Secretary, and regulated or supervised under Federal or State
laws or by political subdivisions of States, or agencies thereof,
or by the Secretary under a regulatory agreement or otherwise,
as to rents, charges, and methods of operation, in such form
and in such manner as in the opinion of the Secretary will ef-
fectuate the purposes of this section—
[iis FR:epealed.]]
i1isI) not exceed, for such part of the property or
project as may be attributable to dwelling use (excluding
exterior land improvements as defined by the Seeretary),
$42,048 per family unit without a bedroom, $48,481 per
family unit with one bedroom, 58,4689 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-
rooms; except that as to projects to consist of elevator-type
structures the Secretary may, in his discretion, increase
the dollar amount limitations per family unit to not to 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
bedrooms, as the case may be, to cnm}f}ensate for the high-
er costs incident to the construction of elevator-type strue-
tures of sound standards of construction and design; (II)
the Secretary may, by regulation, increase any of the dol-
lar amount 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
g0 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 Seeretary 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
(iii} not exceed (1) in the case of new construction, the
amount which the Secretary estimates will be the replace-
ment cost of the property or project when the proposed im-
provements are completed (the replacement cost may in-
clude the land, the proposed physical improvements, utili-
ties within the boundaries of the land, architect's fees,
taxes, incident to construction and approved by the Sec-
retary), or (2) in the case of repair and rehabilitation, the
sum of the estimated cost of repair and rehabilitation and
the Secretary’s estimate of the value of the property before
repair and rehahilitation: 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(ei(8) of the
Housing Act of 1944, and, in such case, the amount of the
mortgage shall not exceed the appraised value of the prop-
erty as of the date the mortgage is accepted for insurance:
Provided further, That in the case of any mortgagor other
than a nonprofit corporation or asseciation, cooperative (in-
cluding an investor-sponsor), or public body, or a mort-
gagor meeting the special requirements of subsection
(e)ily, the amount of the mortgage shall not exceed 90 per
centum of the amount otherwise authorized under this see-
tion: Provided further, That such property or project, when
constructed, or repaired and rehabilitated, shall for use
as a rental or cooperative project, and low and moderate
income families or displaced families shall be eligible for
occupancy in accordance with such regulations and proce-
dures as may be prescribed by the Secretary and the Sec-
retary may adopt such requirements as he determines to
be desirable regarding consultation with local public
officals where such consultation is appropriate by reason of
the relationship of such project to projects under other
local programs; or

i4) if exeeuted by a mortgagor and which is approved by

the Secretary—

[i) [Repealed.]]

(iiyI) 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 Seeretary),
$37,843 per family unit without a bedroom, $42.954 per
family unit with one bedroom, $51,920 per family unit
with two bedrooms, $65,169 per family unit with three
bedrooms, and $73,846 per family unit with four or more
bedrooms; except that as to projects to consist of elevator-
type structures the Secretary may, in his diseretion, in-
crease the dollar amount limitations per family unit to not
to exceed $40,876 per family unit without a bedroom,
$46,859 per family unit with one bedroom, $56,979 per
family unit with two bedrooms, $73,710 per family unit
with three bedrooms, and $80,913 per family unit with
four or more bedrooms, as the case may be, to compensate
for the higher costs incident to the construction of elevator-
type structures of sound standards of construction and de-
gign; (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 208A
of this Act) by not to exceed 110 percent in any geo-
graphical area where the Secretary finds that cost levels
s0 require and by not to exceed 140 percent where the Sec-
retary determines it necessary on a project-by-project
bagis, but in no case may any such increase exceed 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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tioln ?dxisted immediately before November 30, 1983) is in-

volved;

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

(iv) not exceed 90 per centum of the sum of the esti-

mated cost of repair and rehabilitation (including the cost
of evalnating 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 lfjmpert-}' before re-
pair and rehabilitation of the proceeds of the mortgage are
to be used for the repair and rehabilitation of a property
or project: Provided, That the Secretary may, in his discre-
tion, require the mortgagor to be regulated or restricted as
to rents or sales, charges, capital structure, rate of return,
and methods of operation, and for such guq:n:nse the Sec-
retary may malke such contracts with and acquire for not
to exceed $100 such stock or interest in any such mort-
gﬂgnr as the Secretary may deem necessary to render ef-
ective such restrictions or regulations, with such stock or
interest being paid for out of the General Insurance Fund
and being required to be redeemed by the mortgage at par
upon the termination of all obligations of the Secretary
under the insurance,

(51 bear interest at such rate as may be agreed upon by
the mortgagor and the mort%alagee; and contain such terms and
provisions with respect to the application of the mortgagor's
periodiec payment to amortization of the principal of the mort-
gage, insurance, repairs, alterations, payment of taxes, default
reserves, delinqueney charges, foreclosure proceedings, antici-
pation of maturity, additional and semndﬂry lisns, and other
matters as the Secretary may in his discretion prescribe: Pro-
vided, That a mortgage insured under the provisions of sub-
section (di3) shall bear interest (exclusive of any premium
charges for insurance and service charge, if any) at not less
than the lower of (A) 3 per centum per annum, or (B) the an-
nual rate of interest determined, from time to time by the Sec-
retary of the Treasury at the request of the Secretary, by esti-
mating the average market yield to maturity on all out-
standing marketable obligations of the United States, and by
adjusting such yield to the nearest one-eighth of 1 per centum,
and there shall be no differentiation in the rate of interest
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charged under this proviso as between mortgagors under sub-

section (d)3) on the basis of differences in the tyvpes or classes

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

(unless otherwise approved by the Secretary)! within such
terms as the Secretary may }grescribe, 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 vears in the case of a displaced family, (i) 35 years in
the case of any other family if the mortgage is approved for in-
surance prior to construction, except that the period in such
case may be increased to not more than 40 years where the
mortgagor is not able, as determined by the Secretary, to make
the required payments under a mortgage having a shorter am-
ortization period, and (iii) 30 vears in the case of any other
family where the mortgage is not approved for insurance prior
to construction.

(ed1y A mortgagor which may be approved by the Secretary as
provided in subsection (d)}3) includes a mortgagor which, as a con-
dition of obtaining insurance of the mortgage and prior to the sub-
mission of its application for such insurance, has entered into an
agreement (in form and substance satisfactory to the Secretary)
with a private nonprofit corporation eligible for an insured mort-
gage under the provisions of subsection (d)i3), that the moertgagor
will =ell the project when it is completed to the corporation at the
actual cost of the project, as certified pursuant to section 227 of
this Act. The mortgagor to whom the property is sold shall be regu-
lated or supervised by the Secretary as provided in subsection
(du3) to effectuate its purposes.

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

(f) The property or project shall comply with such standards
and conditions as the Secretary may prescribe to establish the ae-
ceptability of such property for mortgage insurance and may in-
clude such commercial and community facilities as the Secretary
deems adequate to serve the oceupants: Provided, That in the case
of any such property or project located in an urban renewal area,
the provisions of section 2200d)3)Biiv) 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 2200d)(2)(Bxiv) 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.

1 Section 446 of the Honsing and Urban-Rural Recovery Act of 1983, Pub. L. 93-181, a%pmved
Movember 30, 1983, added this parenthetical in sections 20T(cy8), 220dud), 221dsE), and
251ic¥5) of the Maticnal Housing . Subsection (f) of such section forther provides as follows:

“f) The aggregate mumber of dwelling unitz incuded in properties covered by mortgages in-

sured pursuant te the avtharity granted in the amendments made by this section in any fiseal
waar may not excesd 100007
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A property or project covered by a mortgage insured under the
rovisions of suhsection (di(3) or (di4) shall include five or more
amily units: Provided, That such units, in the case of a project de-

gigned primarily for occupancy by displaced, elderly, or handi-
capped tamilies, need not, with the approval of the Secretary, con-
tain kitchen facilities, and such projects may include central dining
and other shared facilities. The Secretary is authorized to adopt
such procedures and requirements as he determines are desirable
to assure that the dwelling accommodations provided under this
section are available to displaced families. Notwithstanding any
provision of this Act, the Secretary, in order to assist further the

rovision 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 (di3)
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 (hj,
iij, or (j) with no premium charge, with a reduced premium charge,
or with a premium charge for such period or periods during the
time the insurance is in effect as the Secretary may determine, and
there is hereby authorized to be appropriated, out of any money in
the Treasury not otherwise appropriated, such amounts as may be
necessary to reimburse the (g‘gneral Insurance Fund for any net
losses in connection with such insurance. Any person who is sixty-
two vears of age or over, or who i a handicapped person within
the meaning of section 202 of the Housing Act of 19%9, or who is
a displaced person, shall be deemed to 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)i3).

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

LI

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.l

In order to induce advances by owners for capital improve-
ments (excluding any owner contributions that may ge required by
the Secretary as a condition for assistance under section 201 of the

153action 109 of the Disaster Ralief and Emergency Assistance Amendments of 1988, Fub. L.
100707, approved Mov. 28, 1988, amended this sentence to refer to such sections of the “Dis-
aster Relief and Emergency Assi e Act.” Probably intended to refer to the Robert T. Stafford
Diisaster Relisf and Emergency Assistance Act, renamed by section 102ia) of Pub. L. 100-T07.
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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 a below market interest rate prescribed in
the %rm‘iso to subsection (di5), in establishing the rental charge
for the project the Secretary may include an amount that would
permit a return of such advances with interest to the owner out of
groject- income, on such terms and conditions as the Secretary may
etermine. Any resulting inerease in rent contributions shall he—
(Al 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,
iB) phased in equally over a period of not less than 3
vears, if such increase is 30 percent or more; and
i) limited to not more than 10 percent ger year if such
increase is more than 10 percent but less than 30 percent.
Aszsistance under section 8 of the United States Housing Act of
1937 shall be provided, to the extent available under appropria-
tions Acts, if necessary to mitigate any adverse effects on income-
eligible tenants.
(z) The mortgagee shall be entitled to receive the benefits of
the insurance as hereinafter provided—
i1} as to mortgages meeting the requirements of paragraph
(21 of subsection (d) of this section, paragraph (5) of subsection
(h) of this section, or paragraph (2) of su%rsection (i) of this see-
tion as provided in section 204(a) of this Act with respect to
mortgages insured under section 203, and the provisions of
subsections (b, (ey, (d), (e), (f), (g, (hi, (j), and (k) of section 204
of this Act shall be applicable to such mortgages insured under
this section, except that all references therein to the Mutual
Mortgage Insurance Fund or the Fund shall be construed to
refer to the General Insurance Fund and all references therein
to section 203 shall be construed to refer to this section; or
(2) as to mortgages meeting the requirements of paragraph
3) or (4) of subsection (d) of this section, paragraph (1) of su
section (h) of this section, or paragraph (2) of subsection (j) of
this section, as provided in section 207(g) of this Act with re-
gpect to mortgages insured under =said section 207, and the pro-
visions of subsections (h), (i), (), k), and (1) of section 207 of
this Act shall be applicable to such mortgages insured under
this section; or
i3) as to mortgages meeting the requirements of this sec-
tion which are insured or initially endorsed for insurance on or
after the date of enactment of the Housing Act of 1961, not-
withstanding the provisions of paragraphs (1) and (2) of this
subsection, the Secretary in his discretion, in accordance with
such regulations as he may prescribe, may make payments
pursuant to such paragraphs in cash or in debentures ias 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-

1June 50, 1951
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erued 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
]JE the Secretary the mortgagee shall have no further rights, li-
ahilities, or obhligations with respect to the loan or the security
for the loan. Tl%e appropriate provisions of sections 204 and
207 relating to the issuance of debentures shall apply with re-
spect to debentures issued under this paragraph, and the ap-
propriate provisions of sections 204 and 207 relating to the
rights, liabilities, and obligations of a mortgagee shall apply
with respect to the Secretary when he has acquired an insured
mortgage under this paragraph, in accordance with and subject
to regulations [nmdiIEying such provisions to the extent nec-
essary to render their application for such purposes appro-
priate and effective) which shall be prescribed by the Sec-
retary, except that as applied to mortgages so acquired (A) all
references in section 204 to the Mutual Mortgage Insurance
Fund or the fund shall be construed to refer to the General In-
surance Fund, and (B) all references in section 204 to section
203 shall be construed to refer to this section. If the insurance
is paid in cash, there shall be added to such payment an
amount equivalent to the interest which the debentures would
have earned, computed to a date to be established pursuant to
regulations issued by the Secretary.

(4)A) In the event any mortgage insured under this sec-
tion pursuant to a commitment to insure entered into before
the effective date of this clause ! is not in defanlt at the expira-
tion of twenty vears from the date the mortgage was endorsed
for insurance, the mortgagee shall, within a period thereafter
to be determined by the Secretary, have the option to assign,
transfer, and deliver to the Secretary the original credit instru-
ment and the mortgage securing the same and receive the ben-
efits of the insurance as hereinafter provided in this para-
graph, upon compliance with such requirements and conditions
as to the validity of the mortgage as a first lien and such other
matters as may be prescribed by the Secretary at the time the
loan is endorsed for insurance. Upon such assignment, trans-
fer, and delivery the obligation of the mortgagee to pay the
premium charges for insurance shall cease, and the Secretary
shall, subject to the cash adjustment provided herein, issue to
the mortgagee debentures having a total face value2 equal to
the amount of the original prinmfpﬁl 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

1 Movember 50, 1983,
EZection 518(d) of the Housing and Community Development Act of 1092, Pub. L. 102-550,
provides as follows:

“id) HousibNg POR MODERATE INCOME AND DISPLACED FAMILIES.—The second sentence of
section 221 gidA) of the National Honsing Act (12 TTE.C 1715 gidXA)) is amendad by strik-
ing “, subject to the cash adjustment ?'rovl ad he'r'ein.%:l:me to the mmnﬁaﬁree debentures having

face walue” and inserting the following: “issue to the mortgagee debentures having a par
value®,

The amendment conld not be execnted becanse the text proposed to be struck does not ap-

pear in this subparagraph.
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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
term “going Federal rate” as used hersin means the annual
rate of interest which the Secretary of the Treasury shall speci-
%; as applicable to the six-month period (consisting of January
through June or July through December) which includes the
issuance date of such debentures, which applicable rate for
each six-month period shall be determined by the Secretary of
the Treasury by estimating the average yield to maturity, on
the basis of daily closing market hid c}unt.ations or prices dur-
ing the month of May or the month of November, as the case
may be, next preceding such six-month period, on all out-
standing marketable obligations of the United States having a
maturity date of eight to twelve vears from the first day of
such month of May or November (or, if no such obligations are
outstanding, the ohligation next shorter than eight years and
the obligation next longer than twelve years, respectively, shall
be used), and by adjusting such estimated average annual yield
to the nearest one-eighth of 1 per centum. The Secretary shall
have the same authority with respect to mortgages ﬂssigi?ed 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.

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

aph (Al The Association is authorized to accept such lean

ocuments in its own name and to hold, service, and sell such
loans as agent for the Secretary. The mortgagor’s ebligation to
pay a service charge in lieu of a mortgage insurance premium
shall continue as long as the mortgage is held by the Associa-
tion or by the Secretary. The Secretary shall have the same au-
thority with respect to mortgages assigned to the Secretary or
the Association under this subparagraph as provided by section
223(c).

(C¥i) In lien 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
iI) mortgage loans, or (Il participation certificates, or other
mortgage-backed obligations in a form acmPtable 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 to a subsidy payment described in clanse iiil.

(iinI) The Secretary shall conduct a public auction to de-
termine the lowest interest rate necessary to accomplish a sale
of the beneficial interests in the original eredit instrument and
mort,%ﬂge securing the credit instrument.

(IIy A mortgagee who elects to assign a mortgage shall pro-
vide the Seeretary and persons bidding at the aunection a de-
scription of the characteristice 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 See-
retary to be appropriate. The Secretary shall also provide infor-
mation regarding the status of the property with respect to the
provisions of the Emergency Low Income Housing Preservation
Act of 1987 or any subsequent Act with respect to eligibility to
gregﬂ}' 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 I—?Dusin 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 18987 or any subsequent Act in lieu of exer-
cising prepayment rights.

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

(IV) In any auction under this subparagraph, the Sec-
retary shall accept the lowest interest rate bid for purchase
that the Secretary determines to be acceptable. The Secretary
shall cause the accepted bid to be published in the Federal
Register. Settlement for the sale of the ceredit instrument and
the mortgage securing the credit insttument 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 inot to ex-
ceed 60 days) of the period.

iV) If no bids are received, the bids that are received are
not acceptable to the Secretary, or settlement does not occur
within the period under subclause (IV), the mortgagee shall re-
tain all rights (including the right to interest, at a rate to be
determined by the Secretary, for the period covering any ac-
tions taken under this subparagraph) under this section to as-
sign the mortgage loan to the Secretary.

iiii) A= 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 paid
on the first day of each month in an amount equal to the dif-
ference between the stated interest due on the mortgage loan
and the lowest interest rate necessary to accomplish a sale of
the mortgage loan or participation certificates iless the serv-
icing fee, if appropriate) for the then unpaid principal balance
plus accrued interest at a rate determined by the Secretary.
Each interest subsidy payment shall be treated by the holder
of the mortgage as interest paid on the mortgage. The interest
subsidy payment shall be provided until the earlier of—

(I} the maturity date of the loan;

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

(I} 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 aue-
tioned as whole loans with servicing rights released and also
are auctioned with servicing rights retained by the current
servicer.

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

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

(vii) Nothing in thi= 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.

ivili) This subparagraph shall not apply after December
31, 2002, except that this subpnrag‘mph ghall 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 vear (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 ahility of the Secretary to coordi-

1The date of enactment was November 5, 1990,
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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 benefits derived from the

program for the Federal Government.

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

thiil) In addition to mortgages insured under the provisions of
this section, the Secretaryv is authorized, upon application by the
mortgagee, to insure under this subsection as hereinafter provided
any mortgage (including advances under such mortgage during re-
hahilitation) which is executed bly 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 malke commitments for the insurance of such mort-
gages prior to the date of their execution or dishursement 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, a}ljgmved by the Secretary, for finaneing the purchase
and rehabilitation (with the intention of subsequent resale) of
property comprising one or more tracts or parcels, whether or
not contiguous, upon which there is located deteriorating or
substandard housing consisting of (i) four or more single-family
dwellings of detached, semidetached, or row construction, or
(i1} four or more one-family units in a structure or structures
for which a plan of family unit ownership approved by the Sec-
retary is established,;

(B) he secured by the property which is to be purchased
and rehahilitated with the proceeds thereof:

iC) be in a principal amount not exceedinﬁ the appraised
value of the property at the time of its purchase under the
mortgage plus the estimated cost of the rehahbilitation;

(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)i5) at the time of execution;

(E) provide for complete amortization (subject to para-
gaph (5)E) by periodic payments within such term as the

cretary may prescribe; and

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

(3) No mort; a%e shall be insured under pﬂragrﬂtph 1) unless
the mortgagor shall have demonstrated to the satisfaction of the
Secretary that (A) the property to be rehabilitated is located in a
neighborhood which is sufficiently stable and contains sufficient
public facilities and amenities to support long-term values, or (B)
the rehabilitation to be carried out by the mortgagor plus its re-

1Indented soin law.
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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 ereated in the neighborhood.

i4) The ag%'egate grincipﬂl balance of all mortgages insured
under gmr% 8-0 (1) and outstanding at anv one time shall not ex-
ceed § U]

(BIAN No mortgage shall be insured under paragraph (1) un-
lezs the mortgﬂgur enters into an agreement (in form and sub-
stance satisfactory to the Secretary) that it will offer to sell the
dwellings involved, upon completion of their rehabilitation, to indi-
viduals or families (hereinafter referred to as “low-income pur-
chasers”) determined by the Secretary to have incomes below the
maximum amount specified (with respect to the area involved) in
iegqg:gﬂn 101ic)1) 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
low-income purchasers as provided in subparagraph (A). Any such
mortgage shall—

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

iii) bear interest at the same rate as the principal mort-
Egﬁ or such lower rate, not less than 1 per centum, as the

cretary may prescribe if in his judgment the purchaser’s in-
come is sufficiently low to justify the lower rate, and provide
for c&mdplete amortization within a term equal to the remaining
term (determined without regard to subparagraph (E) of such
principal mortgage: Provided, That if the rate of interest ini-
tially prescribed is less than the rate borne by the grincipal
mortgage and the purchaser's income (as determined on the
basis of periodic review) subsequently rises, the rate of interest
g0 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 whlc 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 requirad
to pay on account of the property at the time of purchase such
amount (which shall not be less than $200, but which may be ap-

lied in whole or in part toward closing costs) as the Secretary may
etermine to be reasonable and appropriate in the circumstances.

{D} Upon the sale under this para?raph 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

1ection 100 ci(4) of the Housing and Urban Developrent Act of 1958, Pub. Lo 90-448 ap-
proved August 1, 1968, provides as follows:

“{d) The u:hase i.;md:wdua'l dwelling, aeld by a nonprafit erganization pursuant to the
provisicns -:-f section 22LTh5) of the Mational Hnus:ng Act after the date of enactment of this
sectl-:un, may be finaneed with a motgage insured under the provisions of section 235(jid) of
31.1:: A%ME such mortgage shall bear interest at the rate provided in section Z35(jiZKC) of
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an individual mortgage insured under this paragraph to the extent
of the portion of its unpaid balanece which is allocable to the dwell-
ing covered by such individual mortgage. Until all of the individual
dwelhn%s 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 }‘}aﬂ‘ﬂded for in the proviso in subsection (di51).

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

(F) Any mort % 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 See-
retary effective at the time of commitment for insurance of the
principal nmrtglage except that the increase in interest rate shall
not be applicable f the property is sold and the purchaser is (i) the
nﬂnfnroﬂt organization which executed the principal mortgage (ii) a
ublic housing ageney having jurisdiction under the United States
ousing Act of 1837 over the area where the dwelling is located,
or (iii} a low-income purchaser approved for the purposes of this
paragraph by the Secretary.
i6) In addition to the mortgages that may be insured under
paragraphs (1) and (5), the Secretary is authorized to insure under
this subsection at any time within one vear after the date of the
enactment of this paragraph, upon such terms and conditions as he
may prescribe, mortgages which are executed by individuals or
families that meet the income criteria prescribed in paragraph
i(5)A) and are executed for the purpose ofp financing the rehahbilita-
tion or improvement of single-family dwellings of detached,
semidetached, or row construction that are owned in each instance
by a mortgagor who has purchased the dwelling from a nonprofit
organization of the type described in this subsection. To be eligible
for such insurance, a mortgage shall—

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

(B} bear interest (exclusive of premium charges for insur-
ance and service charge, if any) at g per centum per annum or
such lower rate, not less than 1 per centum, as the Secretary
may prescribe if in his judgment the mortgagor’s income is suf-
ficiently low to justify the lower rate: Provided, That, if the
rate of interest initially prescribed is less than 3 per centum
Eer annum and the mortgagor's income (as determined on the

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 whele or in part toward closing
costs) as the Secretary may determine to be reasonable and ap-
propriate under the eircumstances; and

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

(T) Where the Secretary ﬂp&JrDved 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 intersst (or in-
terests) in the common areas and facilities.

i(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
invelving a mort%age insured under subsection (d)32) which bears
interest at the below-market interest rate prescribed in the proviso
of subsection (dy5), 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-

age.

# giﬁ][AJ The Seeretary is authorized, upon application by the
mortgagee, to insure under this subsection mortgages financing the
purchase of individual family units under the plan gzescribed 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 (di3)
which bears interest at the below-market rate prescribed in the
proviso of subsection (d)5);

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

(iil) bear interest at a rate determined by the Secretary
(which may vary in accordance with the regulations of the Sec-
retary ﬂmmulgﬂmd pursuant to the last sentence of paragraph
i4) of this subsection) but not less than the below-market rate
in effect under the proviso of subsection (d)i5) at the date of
the commitment for insurance; and

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

(B} The price for which the individual family unit is sold to the
low or moderate income purchaser shall not exceed the appraised
value of the property, as determined under subpnrag‘rﬂplg (AL,
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.

(31 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 mortﬁa ghall be terminated and no ad-
justed premium charge shal 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 hi%hest 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. applicable if the property is sold and the purchaser i= (i) a
nonprofit purchaser approved by the Secretary, or (ii) a low- or
moderate-income purchaser who has an inecome within the limits
prescribed by the Secretary for occupants of projects financed with
a mortgage insured under subsection (d)3) which bears interest at
the below-market rate prescribed in the proviso of subsection (d)i5).
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 he 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—

ii) 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

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

(ju1) The Secretary is authorized, with respect to any rental
gmject-, involving a mortgage insured under subsection (d)(4) 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-
nancing the purchase of projects meeting the requirements of para-
graph (1). Commitments may be issued %}' the Secretary for the in-
surance of such mortgages prior to the date of their execution or
disbursement thereon, upon such terms and conditions as the Sec-
retary may prescribe. To be eligible for such insurance, the mort-
gage shall—

iiit invelve 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;

iii)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 (di3)
or (d)4), the Secretary may further inerease the dollar amount lim-
itations which would otherwise a;f}ply for the purpose of those sub-
sections by up to 20 per centum if such increase 1s necessary to ac-
count for the increased cost of the project due to the installation

150 in law. Probably shonld be designated as subparagraph (&).
280 in law. Probably should be designated as subparagraph (E).
850 in law. Probably shonld be designated as smbparagraph (C).
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therein of a =solar energy system ias 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
i) and (I) of Public Law 95-61%) 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.

(1311 Notwithstanding any other provision of law, tenants re-
siding in eligible multifamily housing whose incomes exceed 80 per-
cent of area median income shall pagy as rent not more than the
lower of the following amounts: (A) 30 percent of the family's ad-
justed monthly income; or (B) the relevant fair market rental es-
tablished under section B(b) of the United States Housing Act of
1437 for the jurisdiction in which the housing is located. An owner
ghall phase in any increase in rents for current tenants resulting
from this subsection.

i(2) For purposes of this subsection, the term “eligible multi-
family housing” means any housing financed by a loan or mortgage
that is (A) insured or held by the Secrstary under subsection (di3)
and assisted under section 101 of the Housing and Urban Develop-
ment Act of 1965 or section 8 of the United States Housing Act
1937, or (B) insured or held by the Secretary and bears interest at
a rate determined under the proviso of subsection (d)5).



MISCELLANEOQUS HOUSING INSURAMNCE

SEC. 223, [12 U.S.C. 1715n] (a) Notwithstanding any of the
provisions of this Act and without regard to limitations upon eligi-
bility contained in any section or title of this Act, other than the
limitation in section 2%3[ gi, the Secretary is autherized upon appli-
cation by the mortgagee, to insure or make commitments to insure
under any section or title of this Act any mortgage—

i1) executed in connection with the sale by the Govern-
ment, or any agency or official thereof, of any housing acquired
or constructed under Public Law 849, Seventy-sixth Congress,
as amended; Public Law 781, Seventy-sixth Congress, as
amended or Public Laws 8, 73, or 353, Seventy-seventh Con-
gress, as amended (including any property acquired, held, or
constructed in connection with such housing or to serve the in-
habitants thereof); or

i(2) executed in connection with the sale by the Secretary
of Housing and Urban Development, or by any public housing
agency with the approval of the Secretary, of any housing (in-
cluding any property acquired, held, or constructed in connee-
tion with such housing or to serve the inhabitants thereof)
owned or financially assisted pursuant to the provisions of

Public Law 671, Seventy-sixth C%ng‘ress; or

i3) executed in connection with the sale by the Govern-
ment, or any agency or official thereof, of any of the so-called

Greenbelt towns, or parts thereof, including projects or parts

thereof, known as Greenhills, Ohio; Greenbelt, Marvland; and

Greendale, Wisconsin, developed under the Emergency Relief

Appropriation Act of 1935, or of any of the village properties

or employee’s housing under the jursidiction of the Tennessee

Valley Authority, or of any housing under the jurisdiction of

the Department of the Interior located within the town area of

Coulee Dam, Washington, acquired by the United States for

the construetion, operation, and maintenance of Grand Coulee

Dam and its appurtenant works: Provided, That for the pur-



Sec. 223 HATIONAL HOUSING ACT 1000

pose of the applicant of this title to sales by the Secretary of
the Interior pursuant to subsection 3(b)i1) and 3(bi2) of the
Coulee Dam Community Act of 1957, the selling price of the
property involved shall be deemed to be the appraised value,
or of any permanent housing under the jurisidiction of the De-
artment of the Interior constructed under the Boulder Canyon
ject Act of December 21, 1928, as amended and supple-
mented, located within the Boulder City municipal area: Pro-
vided, That for pu es of the application of this title to sales
by the Secretary of the Interior pursuant to subsection 3(h)1)
and 3(bj2) of the Boulder City Act of 1958, the selling price
of the property involved shall be deemed to be the appraised
value; or
i4) executed in connection with the sale by the Gowvern-
ment or any agency or official thereof, of any housing (includ-
ing any property acquired, held, or constructed in connection
therewith or to serve the inhabitants thereof) pursuant to the
Atomic Energy Community Act of 1955, as amended: Provided,
That such insurance shall be issued without regard to any
preferences or priorities except those prescribed by this Act or
the Atomic Energy Community Act of 18955, as amended; or
(5) executed in connection with the sale by a State or mu-
nicipality, or an agency, instrumentality, or political subdivi-
sion of either, of a project consisting of any permanent housing
{including any property acquired, held, or constructed in con-
nection therewith or to serve the inhabitants thereof), con-
structed by or on behalf of such State, municipality, agency, in-
strumentality, or political subdivision, for the oceupancy of vet-
erans of World War II, or Korean veterans, their families, and
others; or
i6) executed in connection with the first resale, within two
vears from the date of its acguisition from the Government, of
any portion of a project or property of the character described
in paragraphs (1), (2}, (3), and (4) above; or
(7) given to refinance an existing mﬂrt-ga%?einsured under
this Act, or an existing mortgage held by the Secretary that is
subject to a mortgage restructuring and rental assistance suffi-
cieney plan pursuant to the Multifamily Assisted Housing He-
form and Affordability Act of 1997 (42 11.5.C. 1437f note), pro-
vided that—
iA) the principal amount of any such refinancing mort-
gage shall not exceed the original principal amount or the
unexpired term of such existing mortgage and shall bear
interest at such rate as may be agreed upon by the mort-
gagor and the mortgagee, except that (i) the principal
amount of any such refinancing mortgage may equal the
outstanding balance of an existing mortgage insured pur-
snant to section 245, if the amount of the monthly pay-
ment due under the refinancing mortgage is less than that
due under the existing mortgage for the month in which
the refinancing mortgage is executed; (i) a mortgagee may
not require a minimum principal amount to be outstanding
on the loan secured by the existing mortgage; (iii) in any
case involving the refinancing of a loan in which the Sec-
retary determines that the insurance of a mortgage for an
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additional term will inure to the benefits of the applicable

insurance fund, taking into consideration the outstanding

insurance liability under the existing insured mortgage,
such refinancing mcrrt-ga?;e may have a term not more than
twelve vears in excess of the unexpired term of such exist-
ing insured mortgage; and (iv) any multifamily mortgage
that is refinanced under this paragraph shall be doeu-
mented through amendments to the existing insurance
contract and shall not be structured through the provisions
of a new insurance contract; and

iB; a mortgage of the character described in para-
graphs (1) through i(6) of this subsection shall have a ma-
turity and a principal obligation not in excess of the maxi-
mums prescribed under the applicable section or title of
this Act, except that in no case may the principal obliga-
tion of a mortgage referred to in paragraph (5) of this sub-
section exceed 90 per centum of tﬁe appraised value of the
mortgage property, and shall bear interest at such rate as
may be agreed upon by the mortgagor and the mortgagee;

iCha murt-gaFe that i=s subject to a mortgage restruc-
turing and rental assistance sufficiency plan pursuant to
the Multifamily Assisted Housing Reform and Affordability

Act of 1997 (42 U.S.C. 1437f note) and is refinanced under

this paragraph may have a term of not more than 30

years; or?

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

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

{c) The Seeretary shall alse have authority to insure under this
Act any mortgage assigned to the Secretary in connection with pay-
ment under a contract of mortgage insurance or executed in con-
nection with the sale by the Secretary, including a sale through an-
other entity acting under authority of the fourth sentence of section
204ig), of any property acquired under any section or title of this
Act without regard to any limitations or requirements contained in
this Act upon eligibility of the mortgage, upon the payment of in-
surance premiums, or upon the terms and conditions of insurance

1Zection 103(d) of the Multitamily Housing Property Disposition Reform Act of 1094, Pub. L.
103238, provides as follows:

“id) STREAMLINED REFIMANCING. —As soon as practicable, the Secretary shall implemsent a
streamlined refinancing program under the anthority pr-:nn-:]ed in section 223 of the Maticnal
Hn‘umng Ax:t to prerent the default of mortgages insured by the FHA which cover mmltifamily

n.dg m_ig%g defined in section 20b) of the Hn‘usmg and Community Development
ments -
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settlement and the benefits of the insurance to be included in such
settlement.

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

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

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

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

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

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

(A) the existing project mortgage (i) shall have been in-
sured by the Secretary at any time before or after the date of
enactment of the Housing and Community Development Act of
1987; (ii) shall cover any property, other than a property upon
which there is located a 1- to 4-family dwelling; and (ii1) shall
not cover a subsidized project, as defined by the S-ecretaré}"

iB) the loan shall be in an amount not exceeding 0 per-
cent of the unreimbursed cash contributions made on or after
March 18, 1957, by the project owner for the use of the project,
during any period of consecutive months (not exceeding 24
months) in the first 10 years after the date of completion of the
project, as determined by the Secretary, execept that in no
event may the amount of the loan exceed the operating loss
during such period,;

() the loan shall be made within 10 years after the end
of the period of consecutive months referred to in the preceding
subparagraph; and

(D)) the project shall meet all applicable underwriting and
other requirements of the Secretary at the time the loan is to
be made.

(4) Any loan insured pursuant to this subsection shall (A) bear
interest at such rate as may be EL%TEE{I upon by the mortgagor and
mortgagee; (B) be secured in such manner as the Secretary shall
require; (C) be limited to a term not exceeding the unexpired term
of the original mortgage; and (D)) be insured under the same sec-
tion as the original mortgage. The Secretary may provide insurance
pursuant to paragraph (2) or (3), or pursnant to both such para-
graphs, in connection with an existing project mortgage, except
that the Secretary may not provide insurance pursuant to both
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such c{J-ﬂraatg:rsl.p-hs in connection with the same period of months re-
ferred to in paragraphs (2)VB) and (2)yB). The Secretary is author-
ized to collect a premium charge for insurance of loans pursuant
to this subsection in an amount computed at the same premium
rate as is applicable to the original murt-%fl.ge. This premium shall
be payvable In cash or in debentures of the insurance fund under
which the loan is insured at par plus accrued interest. In the event
of a failure of the borrower to make any pavment due under such
loan or under the original mortgage, both the loan and original
mortgage shall be considered in default, and if such defaunlt con-
tinues for a period of thirty days, the lender shall be entitled to in-
surance benefits, computed in the same manner as for the original
mortgage, except that in determining the interest rate under sec-
tion 224 for the debentures representing the portion of the claim
applicable to the loan, the date of the commitment to insure the
loan and the insurance date of the loan shall be taken into consid-
eration rather than the commitment or insurance date for the origi-
nal mortgage.

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

i6) In determining the amount of an operating loss loan to be
insured pursuant to this subsection, the Secret-aﬁy shall not reduce
such amount solely to reflect any amounts placed in escrow (at the
time the existing project mortgage was insured) for initial oper-
ating deficits. If an operating loss loan was insured by the Sec-
retary pursuant to this subsection before the date of the enactment
of the Housing and Community Development Act of 19921 and was
reduced solely to reflect the amount placed in eserow for initial op-
erﬂt,inﬁ deficits, the Secretary shall insure, to the extent of the
availability of insurance authority provided in appropriation Acts,
an inerease in the existing loan or a separate loan, in an amount
equal to the lesser of (A) the maximum amount permitted under
this subsection and the applicable underwriting requirements es-
tablished by the Secretary and in effect at the time the loan is to
be made, or (B} the amount of the escrow for initial operating defi-
cits.

(e} Notwithstanding any of the provisions of this Act except
section 212, and without regard to limitations upon eligibility con-
tained in any section of this title or title XI, other than the limita-
tion in section 203(g), the Secretary is authorized, upon application
bv the mortgagee, to insure under any section of this title or title

a mortgage executed in connection with the repair, rehabilita-
tion, construction, or purchase of property located in an older, de-
clining urban area in which the conditions are such that one or
more of the eligibility requirements applicable to the section or title
under which insuranece is sought could not be met, if the Secretary
finds that (1) the area is reasonably viable, giving consideration to
the need for providing adequate housing or group practice facilities

1ctobar 28, 1002,
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for families of low and moderate income in such area, and (2) the
property is an aceeptable risk in view of such consideration. The in-
surance of a mortgage pursuant to this subsection shall be the obli-
gation of the Special Risk Insurance Fund.

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

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

(A1 the refinancing is used to lower the monthly debt serv-
ice only to the extent necessary to assure the continued eco-
nomic viability of the project, taking into account any rent re-
ductions to be implemented by the mortgagor; and

iB) during the mortgage term no rental increases shall be
made exeept those which are necessary to offset actual and
reasonable operating expense increases or other necessary ex-
pense increases and maintain reasonable profit levels approved
]:rg' the Secretary.
i3) For all insurance authorized by this subsection and pro-

vided pursuant to a commitment entered into after the date of en-
actment of the Housing and Community Development Act of 18580,1
the Secretary may not accept an offer to prepay or request refi-
nancing of a mortgage securad by rental housing unless the Seec-
retary tales appropriate action that will obligate the borrower (and
successors in interest thereof) to utilize the property as a rental
property for a period of five years from the date on which the in-
surance was provided (twenty years in the case of any such mort-
gage purchased under section 305) unless the Secretary finds
that—

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

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

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

1 (kckobar 8, 19580,



1005 HATIONAL HOUSING ACT Sec. 24

{4) In the case of refinancing of an existing hospital (or existing
nursing home, existing assisted living facility, existing inter-
mediate care facility, existing board and care home, or any com-
bination thereof) the Secretary shall prescribe such terms and con-
ditions as the Secretary deems necessary to assure that—

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

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

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

(D the applicable requirements for certificates, studies,
and statements of section 232 (for the existing nursing home,
existing assisted living facility, intermediate care facility,
board and care home, or any combination thereof, proposed to
be refinanced) or of section 242 (for the existing hospital pro-
posed to be refinanced) have been met.
i5) In the case of any purchase or refinancing under this sub-

section involving property to be rehabilitated or developed under
section 17 of the United States Housing Act of 1937, the Secretary
AV

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

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

iC) pay such benefits in cash unless the mortgagee sub-
mits a written request for debenture payment.
ig) Notwithstanding any other provisions of this Act, the Sec-

retary may, in his discretion, insure a mortgage covering a multi-
family housing project including units which are not self-contained.



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

SEC. 232, [12 U.S.C. 1715w] (a) The purpose of this section is
to assist in the provision of facilities for any of the following pur-
poses or for a combination of such purposes:

i1} The development of nursing homes for the care and
treatment of convalescents and other persons whe are not
acutely ill and do not need hospital care but who require
skilled 11111'511113,r care and related medical services, including ad-
ditional facilities for the nonresident care of elderly individuals
and others who are able to live independently but who require
care during the day.

i2) The development of intermediate care facilities and
board and care homes for the care of persons who, while not

1Zection 446 of the Housing and Urban-Rural Recovery Act of 1983, Pub. L. 08-181, a resd
Movember 30, 1983, added this ii{mtheﬁcal in sections 20T(cid), 220dud), 221ids 1{ nd
251ic¥5) af the Maticnal Housing . Bubssction (f) of such section T provides as follows:

“f) The aggregate mumber of dwelling units included in properties eovered by mortgages in-
sured pursuant te the avtharity granted in the amendments made by this section in any fiscal
year may not exceed 100007
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in need of nursing home care and treatment, nevertheless are
unable to live fully independently and who are in need of min-
imum but continuous care provided by licensed or trained per-
sonnel, including additional facilities for the nonresident care
of elderly individuals and others who are able to live independ-
ently but who require care during the day.

i3) The development of assisted living facilities for the care
of frail elderly persons.
ib) For the purposes of this section—

(1) the term “nursing home” means a public facility, pro-
prietary facility, or facility of a private nonprofit corporation or
association, licensed or regulated by the State (or, if there is
no State law providing for such licensing and regulation by the
State, by the municipality or other political subdivision in
which the facility is located), for the accommodation of con-
valescents or other persons who are not acutely ill and not in
need of hospital care but who require skilled nursing care and
related medical services, in which such nursing care and med-
ical services are prescribed by, or are performed under the gen-
eral direction of, persons licensed to provide such care or serv-
ices in accordance with the laws of the State where the facility
is located,

i2) the term “intermediate care facility” means a propri-
etary facility or facility of a private nonprofit corporation or as-
sociation licensed or regulated by the State (or, if there is no
State law providing for such licensing and regulation by the
State, by the municipality or other political subdivision in
which the facility is located) for the accommodation of persons
who, because of incapacitating infirmities, requim minimum
but continuous care but are not in need of continuous medical
or nursing services,

i3} the term “a nursing home™ or “intermediate care facil-
ity” may include such additional facilities as may be authorized
by the Secretary for the nonresident eare of elderly individuals
and others who are able to live independently but who require
care during the day,

i4) the term “mortgage” means a first mortgage on real es-
tate in fee simple, or on the interest of either the lessor or les-
see thereof (A) under a lease, for not less than ninety-nine
vears which is renewable, or (B) under a lease having a period
of not less than 10 years to run beyond the maturity date of
the mortgage. The term “first mortgage” means such classes of
first liens as are commonly given to secure advances (including
but not limited to advances during construction) on, or the un-
paid purchase price of, real estate under the laws of the State
in which the real estate is located together with the credit in-
strument or instruments, if any, secured thereby, and any
mortgage may be in the form of one or more trust mortgages
or mortgage indentures or deeds of trust, securing notes,
bonds, or other credit instruments, and, by the same instru-
ment or by a separate instrument, may create a security inter-
est in initial equipment, whether or not attached to the realty.
The term “mortgagor” shall have the meaning set forth in sec-
tion 207(a) of this Act;
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i5) the term “board and care home"” means any residential
facility providing room, board, and continuous protective over-
sight that is regulated by a State pursuant to the provisions
of section 1616(e) of the Social Security Act, so long as the
home i= located in a State that, at the time of an application
15 made for insurance under this section, has demonstrated to
the Secretary that it is in compliance with the provisions of
such section 1616(e);

i6) the term “assisted living facility”™ means a public facil-
ity, proprietary facility, or facilitv of a private nonprofit cor-
poration that—

(A} is licensed and regulated by the State (or if there
is no State law providing for such licensing and regulation
by the State, by the municipality or other political subdivi-
sion in which the facility is located};

(B makes available to residents supportive services to
assist the residents in carrying out activities of daily liv-
ing, such as bathing, dressing, eating, getting in and out
of bed or chairs, walking, going outdoors, using the toilet,
laundry, home management, preparing meals, shopping for
personal items, obtaining and taking medication, man-
aging money, using the telephone, or performing light or
heavy housework, and which may make available to resi-
dents home health care services, such as nursing and ther-
apyv, and

(C) provides separate dwelling units for residents,
each of which may contain a full kitchen and bathroom,
and which includes common rooms and other facilities ap-
propriate for the provision of supportive services to the
residents of the facility; and
i7) the term “frail elderly person” has the meaning given

the term in section 802(k) of the Cranston-Gonzalez National

Affordable Housing Act.

ic) The Secretary 1s authorized to insure any mortgage (includ-
ing advances on such mortgages during construetion) in accordance
with the provisions of this section upon such terms and conditions
as he may prescribe and to make commitments for insurance of
such mortgage prior to the date of its execution or disbursement
thereon.

(d) In order to carry out the purpose of this section, the Sec-
retary is authorized to insure any mortgage which covers a new or
rehabilitated nursing home, assisted living facility, or intermediate
care facility, including a new addition to an existing nursing home,
assisted living facility, or intermediate care facility and regardless
of whether the existing home or facility is being rehabilitated, or
any combination of nursing home, assisted living facility, and inter-
mediate care facility or a board and care home including equipment
to be used in its operation, subject to the following conditions:

(1) The mortgage shall be executed by a mortgagor ap-
proved by the Secretary. The Secretary may in his discretion
require any such mortgagor to be regulated or restricted as to
charges and methods of financing, and, in addition thereto, if
the mortgagor is a corporate entity, as to capital structure and
rate of return. As an aid to the regulation or restriction of any
mortgagor with respect to any of the foregoing matters, the
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Secretary may make such contracts with and acquire for not
to exceed $100 such stock or interest in such mortgagor as he
may deem necessary. Any stock or interest so purchased shall
be paid for out of the General Insurance Fund, and shall be re-
deemed by the mortgagor at par upon the termination of all ob-
ligations of the Secretary under the insurance.

(2) The mortgage shall involve a principal obligation in an
amount not to exceed 90 per centum of the estimated value of
the property or project, or 95 percent of the estimated value of
the property or project in the case of a mortgﬂgur that is a pri-
vate nonprofit corporation or association (under the meaning
given such term for purposes of section 221(d3) of this Act),
including—

(A) equipment to be nsed in the operation of the home
or facility or combined home and facility when the pro-

ed improvements are completed and the eguipment is
installed; or

(B) a solar energy system (as defined in subparagraph
(3) of the last paragraph of section 2ia) of this Act) or resi-
dential energy conservation measures (as defined in see-
tion 210011} (A) through (G) and (I} of Public Law 95-619)
in cases where the Secretary determines that such meas-
ures are in addition to those required under the minimum
property standards and will be cost-effective over the life
of the measure.

(3) The mortgage shall—

(A) provide for complete amortization by periodic pay-
me&ms within such terms as the Secretary shall prescribe;
an

(B) bear interest at such rate as may be agreed upon
by the mortgagor and the mortgagee. The Secretary shall
not promulgate regulations or establish terms or condi-
tions that interfere with the ability of the mortgagor and
mortgagee to determine the interest rate; and?!

(4WA) With respect to nursing homes and intermediate
care facilities and combined nursing home and intermediate
care facilities, the Secretary shall not insure any mortgage
under this section unless he has received, from the State agen-
¢y designated in accordance with section 604{ai1l) or section
1521 of the Public Health Service Act for the State in which
is located the nursing home or intermediate care facility or
combined nursing home and intermediate care facility covered
by the mortgage, a certification that (i) there is a need for such
home or facility or combined home and facility, and (ii} there
are in force in such State or in the municipality or other polit-
ical subdivision of the State in which the proposed home or fa-
cility or combined home and facility is to be located reasonable
minimum standards of licensure and methods of operation gov-
erning it. No such mortgage shall be insured under this section
unless the Secretary has received such assurance as he may
deem satisfactory from the State agency that such standards
will be applied and enforced with respect to any home or facil-
ity or combined home and facility located in the State for

150 in law.
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which mortgage insurance is provided under this section. If no
such State agency exists, or if the State agency exists but is
not empowered to provide a certification that there is a need
for the home or facility or combined home and facility as re-
quired in clause (i) of the first sentence, the Secretary shall not
insure any mortgage under this section unless (i) the State in
which the home or facility or combined home and facility is lo-
cated has conducted or commissioned and paid for the prepara-
tion of an independent study of market need and feasibility
that (I} is prepared in accordance with the prineiples estab-
lished by the American Institute of Certified Public Aeccount-
ants; (II) assesses, on a marketwide basis, the impact of the
proposed home or facility or combined home and facility on,
and its relationship to, other health care facilities and services,
the percentage of excess beds, demographic projections, alter-
native health care delivery systems, and the reimbursement
structure of the home, facility, or combined home and facility;
(IIT) iz addressed to and is acceptable to the Secretary in form
and substance; and (IV) in the event the State does not pre-
pare the study, is prepared by a financial consultant who is se-
lected by the State or the applicant for mortgage insurance and
is approved by the Secretary; and (ii) the State complies with
the other provisions of this subparagraph that would otherwise
be required to be met by a State agency designated in accord-
ance with section 604{a)(1) or section 1521 of the Public Health
Service Act. The proposed mortgagor may reimburse the State
for the cost of the independent feasibility study required in the
preceding sentence. In the case of a small intermediate care fa-
cility for the mentally retarded or develﬂpmentﬂllg' disabled, or
a board and care home housing less than 10 individuals, the
State program agency or agencies responsible for licensing, cer-
tifving, financing, or monitoring the facility or home may, in
lieu of the requirements of clause (i) of the third sentence, pro-
vide the Secretary with written support identifying the need
for the facility orlgome.

(B) With respect to board and care homes, the Secretary
shall not insure any mortgage under this section unless he has
received from the apgmgriﬂte State licensing agency a state-
ment verifying that the State in which the home is or is to be
located is in compliance with the provisions of section 1616(e)
of the Social Security Act.

(C) With respect to assisted living facilities or any such fa-
cility combined with any other home or facility, the Secretary
shall not insure any nmrt-%ﬂge under this section unless—

(i) the Secretary determines that the level of financing
Etccl;uired by the mort%a or and any other resources avail-
able for the facility will be sufficient to ensure that the fa-
cility contains dwelling units and facilities for the provi-
8]3011‘13 of supportive services in accordance with subsection
(hiiBl;

(ii) the mortgagor provides assurances satisfactory to
the Secretary that each dwelling unit in the facility will
not be occupied by more than 1 person without the consent
of all such oceupants; and
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(iii} the appropriate State licensing agency for the

State, municipality, or other political subdivision in which

the facility is or is to be located provides such assurances

as the Secretary considers necessary that the facility will
comply with any applicable standards and requirements
for such facilities.

(e} The Secretary may consent to the release of a part or parts
of the mortgaged property or project from the lien of any mortgage
insured under this section upon such terms and conditions as he
may prescribe.

if) The provisions of subsections (d}, (e), (g), (hi, i1y, (), i, 13,
and (n) of section 207 shall apply to mortgages insured under this
section and all references therein to section 207 shall refer to this
section.

{g) The Secretary shall prescribe such regulations as may be
necessary to carry out the provisions of this section relating to in-
termediate care facilities, after consulting with the Secretary of
Health and Human Services with respect to any health or medical
aspects of the Spmg‘rﬂm which may be involved in such regulations.

ih) The Secretary shall also consult with the Secretary of
Health and Human Services as to the need for and the availability
of intermediate care facilities in any area for which an inter-
mediate care facility is proposed under this section.

(i1) The Secretary is authorized upon such terms and condi-
tion as he may prescribe to make commitments to insure and to in-
sure loans made by financial institutions or other approved mortga-
gees to nursing homes, assisted living facilities, and intermediate
care facilities or to board and care homes to provide for the pur-
chase and installation of fire safety equipment necessary for com-
pliance with the 1967 edition of the Life Safety Code of the Na-
tional Fire Protection Association (or any subsequent edition speci-
fied by the Secretary of Health and Human Services) or other such
codes or requirements approved by the Secretary of Health and
Human Services as conditions of participation for providers of serv-
ices under title XVIII and title XIX of the Social Security Act or
as mandated by a State under the provisions of section 1616(e) of
such Act.

. 1%2] To be eligible for insurance under this subsection a loan
shall—

iA) not exceed the Secretary’s estimate of the reasonable
cost of the equipment fully installed;

(B) bear interest at such rate as may be agreed upon by
the mortgagor and the mortgages;

(C) have a maturity satisfactory to the Secretary;

(D) be made by a financial institution or other mortgagee
approved by the Secretary as eligible for insurance under sec-
tion 2 or a mortgages aﬁpmved under section 203(b)(1};

iE) cmn%lg' with other such terms, conditions, and restrie-
tions as the Secretary may prescribe; and

iFiin the case of board and care homes, be made with re-
spect to such a home located in a State with respect to which
the Secretary has received from the appropriate State licensing
agency a statement verifying that the State in which the home
is or is to be located is in compliance with the provisions of sec-
tion 1616(e) of the Social Security Act.
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(3) The provisions of paragraphs (5), (6), (7), (9), and (10) of
section 220(h) shall be applicable to loans insured under this sub-
section, except that all references to “home improvement loans”
shall be construed to refer to loans under this subsection.

(4] The provisions of subsections (¢), (d), and (h) of section 2
ghall apply to loans insured under this subsection, and for the pur-
pose of this subsection references in such subsections to “this sec-
tion™ or “this title” shall be construed to refer to this subsection.

(ji The Secretary shall establish schedules and deadlines for
the processing and approval (or provision of notice of disapproval)
of applications for mortgage insurance under this section. ”Fﬁe Sec-
retary shall submit a report to the Congress annually describing
such schedules and deadlines and the extent of compliance by the
Department with the schedules and deadlines during the year.



SUPFLEMENTAL LOANS FOR MULTIFAMILY PROJECTS

SEC. 241, [12 US.C. 1715z-6] (a) With respect to a multi-
family project, hospital, or group practice facility covered by a
mortgage insured under any section or title of this Act or covered
by a mortgage held by the Secretary, the Secretary is authorized,
upon such terms and conditions as he may prescribe, to make com-
mitments to insure, and to insure, supplemental loans (including
advances during construction or improvement) made by financial
institutions approved by the Secretary. As used in this section,
“supplemental loan” means a loan, advance of credit, or purchase
of an obligation representing a loan or advance of credit made for
the pu e of financing improvements or additions to such project,
hospital, or facility: Provided, That a loan involving a nursing
home, hospital, or a group practice facility may also be made for
the purpose of financing equipment to be used in the operation of
such nursing home, hospital, or facility.

by To eligible for insurance under this section, a supple-
mental loan shall—

i1) be limited to %0 per centum of the amount which the
Secretary estimates will be the value of such improvements,
additions, and equipment, except that such amount when
added to the outstanding balance of the mortgage covering the
project or facility, shall not excesd the maximum mortgage
amount insurable under the section or title pursuant to which
the mortgage covering such project or facility is insured or an
amount acceptable to the Secretary;
(2) have a maturity satisfactory to the Secretary,
i3) bear interest at such rate as may be agreed upon by
the borrower and the financial institution;
(4) he secured in such manner as the Secretary may re-
quire;
(5) be governed by the labor standards provisions of sec-
tion 212 that are applicable to the section or title pursuant to
which the mortgage covering the project or facility is insured
or pursuant to which the original mortgage covering the project
or facility was insured; and
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(6 contain such other terms, conditions, and restrictions
as the Secretary may prescribe.

ic) The provisions of subsections (d), (e), (g), (h), (i), ), ki, (1),
and (n) of section 207 shall be applicable to loans insured under
this section, except that (1) all references to the term “mortgage”
ghall be construed to refer to the term “loan” as used in this sec-
tion, (2) leans involving %mjects covered by a mortgage insured
under section 213 that is the obligation of the Cooperative Manage-
ment Housing Insurance Fund shall be insured under and shall be
the obligation of such fund, and (3) loans i1wulv'inﬁeprqjects covered
by a mortgage insured under section 236 shall insured under
and shall be the obligation of the Special Risk Insurance Fund.

id) Notwithstnnﬁing the foregoing, the Secretary may insure a
loan for improvements or additions to a multifamily housin
project, or a up practice or medical practice facility or hospita
or other health facility approved by the Secretary, which is not cov-
ered by a mortgage insured under this Act, if he finds that such
a loan would assist in preserving, expanding, or improving housing
opportunities, or in providing protection against fire or other haz-
ards. Such loans shall have a maturity satisfactory to the Secretary
and shall meet such other conditions as the Secretary may pre-
scribe. In no event shall such a Ioan be insured if it is for an
amount in excess of the maximum amount which could be approved
if the outstanding indebtedness, if any, covering the property were
a mortgage insured under this Act. At any sale under foreclosure
of a mortgage on a project or facility which is not insured under
this Act but which is senior to a loan assigned to the Secretary pur-
suant to subsection (c), the Secretary is authorized to bid, in addi-
tion to amounts authorized under section 207(k), any sum up to but
not in excess of the total unpaid indebtedness secured by such sen-
ior mortgage, plus taxes, insurance, foreclosure costs, fees, and
other expenses. In the event that, pursuant to subsection ic), the
Secretary acquires title to, or is assigned, a loan covering a project
or facility which is subject to a mortgage which is not insured
under this Act, the Secretary is authorized to make payments from
the General Insurance Fund on the debt secured by such mortgage,
and to take such other steps as the Secretary may deem appro-
priate to preserve or protect the Secretary’s interest in the project
or facility.

(e)ily Notwithstanding any other provision of this section, the
Secretary may insure a loan for purchasing and installin eney‘
conserving improvements (as defined in subparagraph (2) of the
last paragraph of section 2(a) of this Act), for purchasing and in-
stalling a solar energy system (as defined in subparagraph (3} of
the last paragraph Fsection 2ia) of this Act), ang for purchasing
or instal'Ping tor both) individual utility meters in a multifamily
housing project if such meters are purchased or installed in connec-
tion with other energy conserving improvements or with a solar en-
ergy system or the project meets minimum standards of energy
conservation established by the Secretary, without regard to
whether the project is covered by a mortgage under this Act.

(2) Notwithstanding the provisions of subsection (b), a loan in-
sured under this subsection shall—

(A} not exceed an amount which the Secretary determines
is necessary for the purchase and installation of individual
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utility meters plus an amount which the Secretary deems ap-
propriate taking into account amounts which will be saved in
operation costs over the period of repayment of the loan by re-
ducing the energy requirements of the project as a result of the
inSt-ELl%Eltan of energy conserving improvements or a solar en-
ergy system therein;

(B be insured for 90 percent of any loss incurred by the
person holding the note for the loan; except that, for coopera-
tive multifamily projects receiving assistance under section 236
or financed ‘mt% a below market interest rate mortage insured
under section 221(d)i3) of this Act, 100 percent of any such loss
may be insured;

(C) bear an interest rate not to exceed an amount which
the Secretary determines, after consulting with the Secretary
of Energy, to be necessary to meet market demands;

(D} have a maturity satisfactory to the Secretary,

(E) be insured pursuant to a premium rate established on
a sound actuarial basis to the extent practicable;

~ (F) be secured in such a manner as the Secretary may re-
quire;

iG) be an acceptable risk in that energy conservation or
solar energy benefits to be derived outweigh the risks of pos-
sible loss to the Federal Government; and

iH) contain such other terms, cundltmns, and restrictions
as the Secretary may prescribe.
i3} The provisions of subsection (¢) shall apply to loans insured

under this subsection.

i4) The Secretary shall provide that any person obligated on
the note for any loan insured under this section be regulated or re-
stricted, until the termination of all obligations of the Secretary
under the insurance, by the Secretary as to rents or sales, charges,
capital structure, rate of return, and methods of 0perﬂt-i+:rns of the
multifamily project to such an extent and in such manner as to
provide reasonable rentals to tenants and a reasonable return on
the investment.

Lif} [Repealed.]]

(g} 1) When underwriting a rehabilitation loan under this sec-
tion in connection with eligible multifamily housing, the Secretary
may assume that any rental assistance provided for purposes of
servicing the additional debt will be extended for the term of the
rehabilitation loan. The Secretary shall exercise prudent under-
wr1t11i1:g practices in insuring rehabilitation loans under this see-
tion. For purposes of this subsection, the term “eligible multifamily
housing” means any housing financed by a loan or mortgage that
is—

(A) insured or held by the Secretary under section
221i(d)i3) of the National Housing Act and assisted under sec-
tion 101 of the Housing and Urban Dewvelopment Act of 1965
or section 8 of the United States Housing Act of 1837,

iB) insured or held by the Secretary and bears interest at
a rate determined under the proviso of section 221(d)i5) of the
National Housing Act; or

iC) insured, assisted or held by the Secretary under sec-
tion 236 of the National Housing Act.
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(2) A mortgagee approved by the Secretary may not withhold
consent to a rehahbilitation loan insured in connection with eligible
multifamily housing on which that mortgagee holds a mortgage.



