
UNITED STATES CODE

TITLE 12 > CHAPTER 13 > SUBCHAPTER II > § 1709

§ 1709. Insurance of mortgages

(a) Authorization 
The Secretary is authorized, upon application by the mortgagee, to insure as hereinafter 
provided any mortgage offered to him which is eligible for insurance as hereinafter provided,
and, upon such terms as the Secretary may prescribe, to make commitments for the 
insuring of such mortgages prior to the date of their execution or disbursement thereon. 

(b) Eligibility for insurance; mortgage limits 
To be eligible for insurance under this section a mortgage shall comply with the following: 

(1) Have been made to, and be held by, a mortgagee approved by the Secretary as 
responsible and able to service the mortgage properly. 
(2) Involve a principal obligation (including such initial service charges, appraisal, 
inspection, and other fees as the Secretary shall approve) in an amount— 

(A) not to exceed the lesser of— 
(i) in the case of a 1-family residence, 95 percent of the median 1-
family house price in the area, as determined by the Secretary; in the 
case of a 2-family residence, 107 percent of such median price; in the 
case of a 3-family residence, 130 percent of such median price; or in 
the case of a 4-family residence, 150 percent of such median price; or 
(ii) 87 percent of the dollar amount limitation determined under 
section 1454 (a)(2) of this title for a residence of the applicable size; 
except that the dollar amount limitation in effect for any area under 
this subparagraph may not be less than the greater of the dollar 
amount limitation in effect under this section for the area on October 
21, 1998, or 48 percent of the dollar limitation determined under 
section 1454 (a)(2) of this title for a residence of the applicable size; 
and 

(B) not to exceed an amount equal to the sum of— 
(i) the amount of the mortgage insurance premium paid at the time 
the mortgage is insured; and 
(ii) in the case of— 

(I) a mortgage for a property with an appraised value equal to 
or less than $50,000, 98.75 percent of the appraised value of 
the property; 
(II) a mortgage for a property with an appraised value in excess
of $50,000 but not in excess of $125,000, 97.65 percent of the 
appraised value of the property; 
(III) a mortgage for a property with an appraised value in 
excess of $125,000, 97.15 percent of the appraised value of the
property; or 
(IV) notwithstanding subclauses (II) and (III), a mortgage for a 
property with an appraised value in excess of $50,000 that is 
located in an area of the State for which the average closing 
cost exceeds 2.10 percent of the average, for the State, of the 
sale price of properties located in the State for which mortgages
have been executed, 97.75 percent of the appraised value of 
the property. 

For purposes of the preceding sentence, the term “area” means a 
metropolitan statistical area as established by the Office of Management and 
Budget; and the median 1-family house price for an area shall be equal to the 
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median 1-family house price of the county within the area that has the highest
such median price. For purposes of this paragraph, the term “average closing 
cost” means, with respect to a State, the average, for mortgages executed for
properties that are located within the State, of the total amounts (as 
determined by the Secretary) of initial service charges, appraisal, inspection, 
and other fees (as the Secretary shall approve) that are paid in connection 
with such mortgages. Notwithstanding any other provision of this section, in 
any case where the dwelling is not approved for mortgage insurance prior to 
the beginning of construction, such mortgage shall not exceed 90 per centum 
of the entire appraised value of the property as of the date the mortgage is 
accepted for insurance, unless (i) the dwelling was completed more than one 
year prior to the application for mortgage insurance, or (ii) the dwelling was 
approved for guaranty, insurance, or a direct loan under chapter 37 of title 38 
prior to the beginning of construction, or (iii) the dwelling is covered by a 
consumer protection or warranty plan acceptable to the Secretary and 
satisfies all requirements which would have been applicable if such dwelling 
had been approved for mortgage insurance prior to the beginning of 
construction. As used herein, the term “veteran” means any person who 
served on active duty in the armed forces of the United States for a period of 
not less than ninety days (or is certified by the Secretary of Defense as having
performed extra-hazardous service), and who was discharged or released 
therefrom under conditions other than dishonorable, except that persons 
enlisting in the armed forces after September 7, 1980, or entering active duty 
after October 16, 1981, shall have their eligibility determined in accordance 
with section 5303A (d) of title 38. Notwithstanding any other provision of this 
paragraph, the amount which may be insured under this section may be 
increased by up to 20 percent if such increase is necessary to account for the 
increased cost of the residence due to the installation of a solar energy 
system (as defined in subparagraph (3) of the last paragraph of section 1703 
(a) of this title) therein. 
Notwithstanding any other provision of this paragraph, the Secretary may not 
insure, or enter into a commitment to insure, a mortgage under this section 
that is executed by a first-time homebuyer and that involves a principal 
obligation (including such initial service charges, appraisal, inspection, and 
other fees as the Secretary shall approve) in excess of 97 percent of the 
appraised value of the property unless the mortgagor has completed a 
program of counseling with respect to the responsibilities and financial 
management involved in homeownership that is approved by the Secretary; 
except that the Secretary may, in the discretion of the Secretary, waive the 
applicability of this requirement. 

(3) Have a maturity satisfactory to the Secretary, but not to exceed, in any event, 
thirty-five years (or thirty years if such mortgage is not approved for insurance prior 
to construction) from the date of the beginning of amortization of the mortgage. 
(4) Contain complete amortization provisions satisfactory to the Secretary requiring 
periodic payments by the mortgagor not in excess of his reasonable ability to pay as 
determined by the Secretary. 
(5) Bear interest at such rate as may be agreed upon by the mortgagor and the 
mortgagee. 
(6) Provide, in a manner satisfactory to the Secretary, for the application of the 
mortgagor’s periodic payments (exclusive of the amount allocated to interest and to 
the premium charge which is required for mortgage insurance as hereinafter 
provided) to amortization of the principal of the mortgage. 
(7) Contain such terms and provisions with respect to insurance, repairs, alterations, 
payment of taxes, default, reserves, delinquency charges, foreclosure proceedings, 
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anticipation of maturity, additional and secondary liens, and other matters as the 
Secretary may in his discretion prescribe. 
(8) Repealed. Pub. L. 100–242, title IV, § 406(b)(2), Feb. 5, 1988, 101 Stat. 1900. 
(9) Be executed by a mortgagor who shall have paid on account of the property 
(except with respect to a mortgage executed by a mortgagor who is a veteran) at 
least 3 per centum, or such larger amount as the Secretary may determine, of the 
Secretary’s estimate of the cost of acquisition (excluding the mortgage insurance 
premium paid at the time the mortgage is insured) in cash or its equivalent: 
Provided, That with respect to a mortgage executed by a mortgagor who is sixty 
years of age or older as of the date the mortgage is endorsed for insurance or with 
respect to a mortgage meeting the requirements of subsection (i) of this section, or 
with respect to a mortgage covering a single-family home being purchased under the
low-income housing demonstration project assisted pursuant to section 1436 [1] of 
title 42, or with respect to a mortgage covering a housing unit in connection with a 
homeownership program under the Homeownership and Opportunity Through HOPE 
Act, the mortgagor’s payment required by this subsection may be paid by a 
corporation or person other than the mortgagor under such terms and conditions as 
the Secretary may prescribe: Provided further, That for purposes of this paragraph, 
the Secretary shall consider as cash or its equivalent any amounts borrowed from a 
family member (as such term is defined in section 1707 of this title), subject only to 
the requirements that, in any case in which the repayment of such borrowed 
amounts is secured by a lien against the property, such lien shall be subordinate to 
the mortgage and the sum of the principal obligation of the mortgage and the 
obligation secured by such lien may not exceed 100 percent of the appraised value 
of the property plus any initial service charges, appraisal, inspection, and other fees 
in connection with the mortgage. 

(c) Premium charges 
(1) The Secretary is authorized to fix premium charges for the insurance of 
mortgages under the separate sections of this subchapter but in the case of any 
mortgage such charge shall be not less than an amount equivalent to one-fourth of 1 
per centum per annum nor more than an amount equivalent to 1 per centum per 
annum of the amount of the principal obligation of the mortgage outstanding at any 
time, without taking into account delinquent payments or prepayments: Provided, 
That premium charges fixed for insurance (1) under section 1715z–10, 1715z–12, 
1715z–16, 1715z–17, or 1715z–18 of this title, or any other financing mechanism 
providing alternative methods for repayment of a mortgage that is determined by the
Secretary to involve additional risk, or (2) under subsections [2] (n) of this section are 
not required to be the same as the premium charges for mortgages insured under 
the other provisions of this section, but in no case shall premium charges under 
subsection (n) of this section exceed 1 per centum per annum: Provided, That any 
reduced premium charge so fixed and computed may, in the discretion of the 
Secretary, also be made applicable in such manner as the Secretary shall prescribe 
to each insured mortgage outstanding under the section or sections involved at the 
time the reduced premium charge is fixed. Such premium charges shall be payable 
by the mortgagee, either in cash, or in debentures issued by the Secretary under this
subchapter at par plus accrued interest, in such manner as may be prescribed by the 
Secretary: Provided, That debentures presented in payment of premium charges 
shall represent obligations of the particular insurance fund or account to which such 
premium charges are to be credited: Provided further, That the Secretary may 
require the payment of one or more such premium charges at the time the mortgage 
is insured, at such discount rate as he may prescribe not in excess of the interest 
rate specified in the mortgage. If the Secretary finds upon the presentation of a 
mortgage for insurance and the tender of the initial premium charge or charges so 
required that the mortgage complies with the provisions of this section, such 
mortgage may be accepted for insurance by endorsement or otherwise as the 
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Secretary may prescribe; but no mortgage shall be accepted for insurance under this 
section unless the Secretary finds that the project with respect to which the 
mortgage is executed is economically sound. In the event that the principal 
obligation of any mortgage accepted for insurance is paid in full prior to the maturity 
date, the Secretary is further authorized in his discretion to require the payment by 
the mortgagee of an adjusted premium charge in such amount as the Secretary 
determines to be equitable, but not in excess of the aggregate amount of the 
premium charges that the mortgagee would otherwise have been required to pay if 
the mortgage had continued to be insured under this section until such maturity 
date; and in the event that the principal obligation is paid in full as herein set forth 
the Secretary is authorized to refund to the mortgagee for the account of the 
mortgagor all, or such portion as he shall determine to be equitable, of the current 
unearned premium charges theretofore paid: Provided, That with respect to 
mortgages (1) for which the Secretary requires, at the time the mortgage is insured, 
the payment of a single premium charge to cover the total premium obligation for 
the insurance of the mortgage, and (2) on which the principal obligation is paid 
before the number of years on which the premium with respect to a particular 
mortgage was based, or the property is sold subject to the mortgage or is sold and 
the mortgage is assumed prior to such time, the Secretary shall provide for refunds, 
where appropriate, of a portion of the premium paid and shall provide for appropriate
allocation of the premium cost among the mortgagors over the term of the mortgage,
in accordance with procedures established by the Secretary which take into account 
sound financial and actuarial considerations. 
(2) Notwithstanding any other provision of this section, each mortgage secured by a 
1- to 4-family dwelling that is an obligation of the Mutual Mortgage Insurance Fund or
of the General Insurance Fund pursuant to subsection (v) of this section and each 
mortgage that is insured under subsection (k) of this section or section 1715y (c) of 
this title,,[3] shall be subject to the following requirements: 

(A) The Secretary shall establish and collect, at the time of insurance, a single
premium payment in an amount not exceeding 2.25 percent of the amount of 
the original insured principal obligation of the mortgage. In the case of a 
mortgage for which the mortgagor is a first-time homebuyer who completes a 
program of counseling with respect to the responsibilities and financial 
management involved in homeownership that is approved by the Secretary, 
the premium payment under this subparagraph shall not exceed 2.0 percent 
of the amount of the original insured principal obligation of the mortgage. 
Upon payment in full of the principal obligation of a mortgage prior to the 
maturity date of the mortgage, the Secretary shall refund all of the unearned 
premium charges paid on the mortgage pursuant to this subparagraph, 
provided that the mortgagor refinances the unpaid principal obligation under 
this subchapter. 
(B) In addition to the premium under subparagraph (A), the Secretary shall 
establish and collect annual premium payments in an amount not exceeding 
0.50 percent of the remaining insured principal balance (excluding the portion
of the remaining balance attributable to the premium collected under 
subparagraph (A) and without taking into account delinquent payments or 
prepayments) for the following periods: 

(i) For any mortgage involving an original principal obligation 
(excluding any premium collected under subparagraph (A)) that is less 
than 90 percent of the appraised value of the property (as of the date 
the mortgage is accepted for insurance), for the first 11 years of the 
mortgage term. 
(ii) For any mortgage involving an original principal obligation 
(excluding any premium collected under subparagraph (A)) that is 
greater than or equal to 90 percent of such value, for the first 30 years 
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of the mortgage term; except that notwithstanding the matter 
preceding clause (i), for any mortgage involving an original principal 
obligation (excluding any premium collected under subparagraph (A)) 
that is greater than 95 percent of such value, the annual premium 
collected during the 30-year period under this clause shall be in an 
amount not exceeding 0.55 percent of the remaining insured principal 
balance (excluding the portion of the remaining balance attributable to
the premium collected under subparagraph (A) and without taking into 
account delinquent payments or prepayments). 

(d) Increase in maximum amount of mortgage 
Notwithstanding any provision of this subchapter governing maximum mortgage amounts 
for insuring a mortgage secured by a one- to four-family dwelling, the maximum amount of 
the mortgage determined under any such provision may be increased by the amount of the 
mortgage insurance premium paid at the time the mortgage is insured. 
(e) Contract of insurance as evidence of eligibility 
Any contract of insurance heretofore or hereafter executed by the Secretary under this 
subchapter shall be conclusive evidence of the eligibility of the loan or mortgage for 
insurance, and the validity of any contract of insurance so executed shall be incontestable in
the hands of an approved financial institution or approved mortgagee from the date of the 
execution of such contract, except for fraud or misrepresentation on the part of such 
approved financial institution or approved mortgagee. 
(f) Disclosure of other mortgage products 

(1) In general 
In conjunction with any loan insured under this section, an original lender shall 
provide to each prospective borrower a disclosure notice that provides a 1-page 
analysis of mortgage products offered by that lender and for which the borrower 
would qualify. 
(2) Notice 
The notice required under paragraph (1) shall include— 

(A) a generic analysis comparing the note rate (and associated 
interest payments), insurance premiums, and other costs and fees that
would be due over the life of the loan for a loan insured by the 
Secretary under subsection (b) of this section with the note rates, 
insurance premiums (if applicable), and other costs and fees that 
would be expected to be due if the mortgagor obtained instead other 
mortgage products offered by the lender and for which the borrower 
would qualify with a similar loan-to-value ratio in connection with a 
conventional mortgage (as that term is used in section 1454 (a)(2) of 
this title or section 1717 (b)(2) of this title, as applicable), assuming 
prevailing interest rates; and 
(B) a statement regarding when the requirement of the mortgagor to 
pay the mortgage insurance premiums for a mortgage insured under 
this section would terminate, or a statement that the requirement shall
terminate only if the mortgage is refinanced, paid off, or otherwise 
terminated. 

(g) Limitation on use of single family mortgage insurance by investors 
(1) The Secretary may insure a mortgage under this subchapter that is secured by a 
1- to 4-family dwelling, or approve a substitute mortgagor with respect to any such 
mortgage, only if the mortgagor is to occupy the dwelling as his or her principal 
residence or as a secondary residence, as determined by the Secretary. In making 
this determination with respect to the occupancy of secondary residences, the 
Secretary may not insure mortgages with respect to such residences unless the 
Secretary determines that it is necessary to avoid undue hardship to the mortgagor. 
In no event may a secondary residence under this subsection include a vacation 
home, as determined by the Secretary. 
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(2) The occupancy requirement established in paragraph (1) shall not apply to any 
mortgagor (or co-mortgagor, as appropriate) that is— 

(A) a public entity, as provided in section 1715d or 1715z–12 of this title, or 
any other State or local government or an agency thereof; 
(B) a private nonprofit or public entity, as provided in section 1715l (h) or 
1715z (j) of this title, or other private nonprofit organization that is exempt 
from taxation under section 501 (c)(3) of title 26 and intends to sell or lease 
the mortgaged property to low or moderate-income persons, as determined 
by the Secretary; 
(C) an Indian tribe, as provided in section 1715z–13 of this title; 
(D) a serviceperson who is unable to meet such requirement because of his or
her duty assignment, as provided in section 1715g of this title or subsection 
(b)(4) or (f) of section 1715m of this title; 
(E) a mortgagor or co-mortgagor under subsection (k) of this section; or 
(F) a mortgagor that, pursuant to section 1715n (a)(7) of this title, is 
refinancing an existing mortgage insured under this chapter for not more than
the outstanding balance of the existing mortgage, if the amount of the 
monthly payment due under the refinancing mortgage is less than the amount
due under the existing mortgage for the month in which the refinancing 
mortgage is executed. 

(3) For purposes of this subsection, the term “substitute mortgagor” means a person 
who, upon the release by a mortgagee of a previous mortgagor from personal liability
on the mortgage note, assumes such liability and agrees to pay the mortgage debt. 

(h) Disaster housing 
Notwithstanding any other provision of this section, the Secretary is authorized to insure any
mortgage which involves a principal obligation not in excess of the applicable maximum 
dollar limit under subsection (b) of this section and not in excess of 100 per centum of the 
appraised value of a property upon which there is located a dwelling designed principally for
a single-family residence, where the mortgagor establishes (to the satisfaction of the 
Secretary) that his home which he occupied as an owner or as a tenant was destroyed or 
damaged to such an extent that reconstruction is required as a result of a flood, fire, 
hurricane, earthquake, storm, or other catastrophe which the President, pursuant to sections
5122 (2) and 5170 of title 42, has determined to be a major disaster. 
(i) Single-family housing in outlying areas 
The Secretary is authorized to insure under this section any mortgage meeting the 
requirements of subsection (b) of this section, except as modified by this subsection, which 
involves a principal obligation not in excess of 75 per centum of the limit on the principal 
obligation applicable to a one-family residence under subsection (b) of this section and not 
in excess of 97 per centum (or, in any case where the dwelling is not approved for mortgage
insurance prior to the beginning of construction, unless the construction of the dwelling was 
completed more than one year prior to the application for mortgage insurance or the 
dwelling was approved for guaranty, insurance, or direct loan under chapter 37 of title 38 
prior to the beginning of construction, 90 per centum) of the appraised value of a property 
located in an area where the Secretary finds it is not practicable to obtain conformity with 
many of the requirements essential to the insurance of mortgages on housing in built-up 
urban areas, upon which there is located a dwelling designed principally for a single-family 
residence: Provided, That the Secretary finds that the property with respect to which the 
mortgage is executed is an acceptable risk, giving consideration to the need for providing 
adequate housing for families of low and moderate income particularly in suburban and 
outlying areas or small communities: Provided further, That under the foregoing provisions 
of this subsection the Secretary is authorized to insure any mortgage issued with respect to 
a farm home on a plot of land two and one-half or more acres in size adjacent to an all-
weather public road. 
(j) Real estate loans by national banks 
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Loans secured by mortgages insured under this section shall not be taken into account in 
determining the amount of real estate loans which a national bank may make in relation to 
its capital and surplus or its time and savings deposits. 
(k) Rehabilitation of one- to four-family structures; definitions; eligibility; 
refinancing and extension; General Insurance Fund 

(1) The Secretary may, in order to assist in the rehabilitation of one- to four-family 
structures used primarily for residential purposes, insure and make commitments to 
insure rehabilitation loans (including advances made during rehabilitation) made by 
financial institutions on and after 180 days following October 31, 1978. Such 
commitments to insure and such insurance shall be made upon such terms and 
conditions which the Secretary may prescribe and which are consistent with the 
provisions of subsections (b), (c), (e), (i), and (j) of this section, except as modified by
the provisions of this subsection. 
(2) For the purpose of this subsection— 

(A) the term “rehabilitation loan” means a loan, advance of credit, or 
purchase of an obligation representing a loan or advance of credit, made for 
the purpose of financing— 

(i) the rehabilitation of an existing one- to four-unit structure which will
be used primarily for residential purposes; 
(ii) the rehabilitation of such a structure and the refinancing of the 
outstanding indebtedness on such structure and the real property on 
which the structure is located; or 
(iii) the rehabilitation of such a structure and the purchase of the 
structure and the real property on which it is located; and 

(B) the term “rehabilitation” means the improvement (including 
improvements designed to meet cost-effective energy conservation standards
prescribed by the Secretary) or repair of a structure, or facilities in connection 
with a structure, and may include the provision of such sanitary or other 
facilities as are required by applicable codes, a community development plan, 
or a statewide property insurance plan to be provided by the owner or tenant 
of the project. The term “rehabilitation” may also include measures to 
evaluate and reduce lead-based paint hazards, as such terms are defined in 
section 4851b of title 42. 

(3) To be eligible for insurance under this subsection, a rehabilitation loan shall— 
(A) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Secretary shall approve) in an 
amount which does not exceed, when added to any outstanding indebtedness
of the borrower which is secured by the structure and the property on which it
is located, the amount specified in subsection (b)(2) of this section; except 
that, in determining the amount of the principal obligation for purposes of this
subsection, the Secretary shall establish as the appraised value of the 
property an amount not to exceed the sum of the estimated cost of 
rehabilitation and the Secretary’s estimate of the value of the property before 
rehabilitation; 
(B) bear interest at such rate as may be agreed upon by the borrower and the
financial institution; 
(C) be an acceptable risk, as determined by the Secretary; and 
(D) comply with such other terms, conditions, and restrictions as the 
Secretary may prescribe. 

(4) Any rehabilitation loan insured under this subsection may be refinanced and 
extended in accordance with such terms and conditions as the Secretary may 
prescribe, but in no event for an additional amount or term which exceeds the 
maximum provided for in this subsection. 
(5) All funds received and all disbursements made pursuant to the authority 
established by this subsection shall be credited or charged, as appropriate, to the 
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General Insurance Fund, and insurance benefits shall be paid in cash out of such 
Fund or in debentures executed in the name of such Fund. Insurance benefits paid 
with respect to loans secured by a first mortgage and insured under this subsection 
shall be paid in accordance with section 1710 of this title, except that all references 
in section 1710 of this title to the Mutual Mortgage Insurance Fund shall be construed
as referring to the General Insurance Fund. Insurance benefits paid with respect to 
loans secured by a mortgage other than a first mortgage and insured under this 
subsection shall be paid in accordance with paragraphs (6) and (7) of section 1715k 
(h) of this title, except that reference to “this subsection” in such paragraphs shall be
construed as referring to this subsection. 

(l) Repealed. Pub. L. 90–448, title I, § 103(b), Aug. 1, 1968, 82 Stat. 486 
(m) Repealed. Pub. L. 100–242, title IV, § 406(c), Feb. 5, 1988, 101 Stat. 1902 
(n) Cooperative housing projects; definitions 

(1) The Secretary is authorized to insure under this section any mortgage meeting 
the requirements of subsection (b) of this section, except as modified by this 
subsection. To be eligible, the mortgage shall involve a dwelling unit in a cooperative 
housing project which is covered by a blanket mortgage insured under this chapter or
the construction of which was completed more than a year prior to the application for
the mortgage insurance. The mortgage amount as determined under the other 
provisions of subsection (b) of this section shall be reduced by an amount equal to 
the portion of the unpaid balance of the blanket mortgage covering the project which
is attributable (as of the date the mortgage is accepted for insurance) to such unit. 
(2) For the purposes of this subsection— 

(A) The terms “home mortgage” and “mortgage” include a first lien given (in 
accordance with the laws of the State where the property is located and 
accompanied by such security and other undertakings as may be required 
under regulations of the Secretary) to secure a loan made to finance the 
purchase of stock or membership in a cooperative ownership housing 
corporation the permanent occupancy of the dwelling units of which is 
restricted to members of such corporation, where the purchase of such stock 
or membership will entitle the purchaser to the permanent occupancy of one 
of such units. 
(B) The terms “appraised value of the property”, “value of the property”, and 
“value” include the appraised value of a dwelling unit in a cooperative 
housing project of the type described in subparagraph (A) where the purchase
of the stock or membership involved will entitle the purchaser to the 
permanent occupancy of that unit; and the term “property” includes a 
dwelling unit in such a cooperative project. 
(C) The term “mortgagor” includes a person or persons giving a first lien (of 
the type described in subparagraph (A)) to secure a loan to finance the 
purchase of stock or membership in a cooperative housing corporation. 

(o) Insurance of mortgages on owner occupied homes in communities subject to 
adverse economic conditions resulting from Indian claims to ownership of land; 
obligation of Special Risk Insurance Fund 

(1) Notwithstanding any other provision of this section or any other section of this 
subchapter, the Secretary is authorized to insure, and to commit to insure, under 
subsection (b) of this section as modified by this subsection a mortgage which meets 
both the requirements of this subsection and such criteria as the Secretary by 
regulation may prescribe to further the purpose of this subsection, in any community 
where the Secretary determines that— 

(A) temporary adverse economic conditions exist throughout the community 
as a direct and primary result of outstanding claims to ownership of land in 
the community by an American Indian tribe, band, or Nation; 
(B) such ownership claims are reasonably likely to be settled, by court action 
or otherwise; 
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(C) as a direct result of the community’s temporarily impaired economic 
condition, owner occupants of homes in the community have been 
involuntarily unemployed or underemployed and have thus incurred 
substantial reductions in income which significantly impair their ability to 
continue timely payment of their mortgages; 
(D) as a result, widespread mortgage foreclosures and distress sales of homes
are likely in the community; and 
(E) fifty or more individual homeowners were joined as parties defendant or 
were members of a defendant class prior to December 31, 1976, in litigation 
involving claims to ownership of land in the community by an American Indian
tribe, band, or Nation. 

(2) A mortgage shall be eligible for insurance under subsection (b) of this section as 
modified by this subsection without regard to limitations in this subchapter relating to
a mortgagor’s reasonable ability to pay, economic soundness, marketability of title, 
or any other statutory restriction which the Secretary determines is contrary to the 
purpose of this subsection, but only if the mortgagor is an owner of a home in a 
community specified in paragraph (1) who, as a direct result of the community’s 
temporarily impaired economic condition, has been involuntarily unemployed or 
underemployed and has thus incurred a substantial reduction in income which 
significantly impairs the owner’s ability to continue timely payment of the mortgage. 
The Secretary is authorized to encourage or afford directly to or on behalf of 
mortgagors whose mortgages are insured under subsection (b) of this section as 
modified by this subsection forebearance, assignment of mortgages to the Secretary,
or such other relief as the Secretary deems appropriate and consistent with the 
purpose of this subsection. The Secretary, in connection with any mortgage insured 
under subsection (b) of this section as modified by this subsection, shall have all 
statutory powers, authority, and responsibilities which the Secretary has with respect
to other mortgages insured under subsection (b) of this section, except that the 
Secretary may modify such powers, authority, or responsibilities where the Secretary 
deems such action to be necessary because of the special nature of the mortgage 
involved. Notwithstanding section 1708 of this title, the insurance of a mortgage 
under subsection (b) of this section as modified by this subsection shall be the 
obligation of the Special Risk Insurance Fund created pursuant to section 1715z–3 of 
this title. 

(p) Insurance of mortgages in communities subject to temporary adverse 
economic conditions as a result of claims to ownership of land in the community 
by an American Indian Tribe, band, or nation; eligibility, authorities, etc. 

(1) Notwithstanding any other provision of this section or any other section of this 
subchapter, the Secretary is authorized to insure, and to commit to insure, under 
subsection (b) of this section as modified by this subsection a mortgage which meets 
both the requirements of this subsection and such criteria as the Secretary by 
regulation shall prescribe to further the purpose of this subsection, in any community
where the Secretary determines that— 

(A) temporary adverse economic conditions exist throughout the community 
as a direct and primary result of outstanding claims to ownership of land in 
the community by an American Indian tribe, band, or nation; 
(B) such ownership claims are reasonably likely to be settled, by court action 
or otherwise; and 
(C) fifty or more individual homeowners were joined as parties defendant or 
were members of a defendant class prior to April 1, 1980, in litigation 
involving claims to ownership of land in the community by an American Indian
tribe, band, group, or nation pursuant to a dispute involving the Articles of 
Confederation, Trade and Intercourse Act of 1790, or any similar State or 
Federal law. 
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(2) A mortgage shall be eligible for insurance under subsection (b) of this section as 
modified by this subsection without regard to limitations in this subchapter relating to
marketability of title, or any other statutory restriction which the Secretary 
determines is contrary to the purpose of this subsection, but only if the mortgagor is 
an owner of a home in a community specified in paragraph (1). The Secretary, in 
connection with any mortgage insured under subsection (b) of this section as 
modified by this subsection, shall have all statutory powers, authority, and 
responsibilities which the Secretary has with respect to other mortgages insured 
under subsection (b) of this section, except that the Secretary may modify such 
powers, authority, or responsibilities where the Secretary deems such action to be 
necessary because of the special nature of the mortgage involved. Notwithstanding 
section 1708 of this title, the insurance of a mortgage under subsection (b) of this 
section as modified by this subsection shall be the obligation of the Special Risk 
Insurance Fund created pursuant to section 1715z–3 of this title. 

(q) Insurance of mortgages secured by property on certain lands leased by Seneca
Nation of New York Indians 

(1) Notwithstanding any other provision of this section or any other section of this 
subchapter, the Secretary shall insure and commit to insure, under subsection (b) of 
this section as modified by this subsection, any mortgage secured by property 
located on land that— 

(A) is within the Allegany Reservation of the Seneca Nation of New York 
Indians; and 
(B) is subject to a lease entered into for a term of 99 years pursuant to the 
Act of February 19, 1875 (Chapter 90; 18 Stat. 330) and the Act of September 
30, 1890 (Chapter 1132; 26 Stat. 558). 

(2) A mortgage shall be eligible for insurance under subsection (b) of this section as 
modified by this subsection without regard to limitations in this subchapter relating to
marketability of title or any other statutory restriction that the Secretary determines 
is contrary to the purpose of this subsection. 
(3) The Secretary, in connection with any mortgage insured under subsection (b) of 
this section as modified by this subsection, shall have all statutory powers, authority, 
and responsibilities that the Secretary has with respect to other mortgages insured 
under subsection (b) of this section, except that the Secretary may modify such 
powers, authority, or responsibilities if the Secretary determines such action to be 
necessary because of the special nature of the mortgage involved. 
(4) Notwithstanding section 1708 of this title, the insurance of a mortgage under 
subsection (b) of this section as modified by this subsection shall be the obligation of 
the Special Risk Insurance Fund created in section 1715z–3 of this title. 

(r) Actions to reduce losses under single family mortgage insurance program 
The Secretary shall take appropriate actions to reduce losses under the single-family 
mortgage insurance programs carried out under this subchapter. Such actions shall include
— 

(1) an annual review by the Secretary of the rate of early serious defaults and 
claims, in accordance with section 1735f–11 of this title; 
(2) requiring that at least one person acquiring ownership of a one- to four-family 
residential property encumbered by a mortgage insured under this subchapter be 
determined to be creditworthy under standards prescribed by the Secretary, whether
or not such person assumes personal liability under the mortgage (except that 
acquisitions by devise or descent shall not be subject to this requirement); 
(3) in any case where personal liability under a mortgage is assumed, requiring that 
the original mortgagor be advised of the procedures by which he or she may be 
released from liability; and 
(4) providing counseling, either directly or through third parties, to delinquent 
mortgagors whose mortgages are insured under this section, using the Fund to pay 
for such counseling. 
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In any case where the homeowner does not request a release from liability, the purchaser 
and the homeowner shall have joint and several liability for any default for a period of 5 
years following the date of the assumption. After the close of such 5-year period, only the 
purchaser shall be liable for any default on the mortgage unless the mortgage is in default 
at the time of the expiration of the 5-year period. 
(s) Suspension or revocation of approval of mortgagee; notice and statement of 
reasons 
Whenever the Secretary has taken any discretionary action to suspend or revoke the 
approval of any mortgagee to participate in any mortgage insurance program under this 
subchapter, the Secretary shall provide prompt notice of the action and a statement of the 
reasons for the action to— 

(1) the Secretary of Veterans Affairs; 
(2) the chief executive officer of the Federal National Mortgage Association; 
(3) the chief executive officer of the Federal Home Loan Mortgage Corporation; 
(4) the Administrator of the Farmers Home Administration; 
(5) if the mortgagee is a national bank, or a subsidiary or affiliate of such a bank, the
Comptroller of the Currency; 
(6) if the mortgagee is a State bank that is a member of the Federal Reserve System 
or a subsidiary or affiliate of such a bank, or a bank holding company or a subsidiary 
or affiliate of such a company, the Board of Governors of the Federal Reserve 
System; 
(7) if the mortgagee is a State bank that is not a member of the Federal Reserve 
System or is a subsidiary or affiliate of such a bank, the Board of Directors of the 
Federal Deposit Insurance Corporation; and 
(8) if the mortgagee is a Federal or State savings association or a subsidiary or 
affiliate of a savings association, the Director of the Office of Thrift Supervision. 

(t) Disclosure regarding interest due upon mortgage prepayment 
(1) Each mortgagee (or servicer) with respect to a mortgage under this section shall 
provide each mortgagor of such mortgagee (or servicer) written notice, not less than 
annually, containing a statement of the amount outstanding for prepayment of the 
principal amount of the mortgage and describing any requirements the mortgagor 
must fulfill to prevent the accrual of any interest on such principal amount after the 
date of any prepayment. This paragraph shall apply to any insured mortgage 
outstanding on or after the expiration of the 90-day period beginning on the date of 
effectiveness of final regulations implementing this paragraph. 
(2) Each mortgagee (or servicer) with respect to a mortgage under this section shall, 
at or before closing with respect to any such mortgage, provide the mortgagor with 
written notice (in such form as the Secretary shall prescribe, by regulation, before the
expiration of the 90-day period beginning upon November 28, 1990) describing any 
requirements the mortgagor must fulfill upon prepayment of the principal amount of 
the mortgage to prevent the accrual of any interest on the principal amount after the
date of such prepayment. This paragraph shall apply to any mortgage executed after 
the expiration of the period under paragraph (1). 

(u) Accountability of mortgage lenders 
(1) No mortgagee may make or hold mortgages insured under this section if the 
customary lending practices of the mortgagee, as determined by the Secretary 
pursuant to section 1735f–17 of this title, provide for a variation in mortgage charge 
rates that exceeds 2 percent for insured mortgages made by the mortgagee on 
dwellings located within an area. The Secretary shall ensure that any permissible 
variations in the mortgage charge rates of any mortgagee are based only on actual 
variations in fees or costs to the mortgagee to make the loan. 
(2) For purposes of this subsection— 

(A) the term “area” shall have the meaning given the term under subsection 
(b)(2) of this section; 
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(B) the term “mortgage charges” includes the interest rate, discount points, 
loan origination fee, and any other amount charged to a mortgagor with 
respect to an insured mortgage; and 
(C) the term “mortgage charge rate” means the amount of mortgage charges 
for an insured mortgage expressed as a percentage of the initial principal 
amount of the mortgage. 

(v) Use of FHA insurance with assistance under 42 U.S.C. 1437f 
Notwithstanding section 1708 of this title, the insurance of a mortgage under this section in 
connection with the assistance provided under section 1437f (y) of title 42 shall be the 
obligation of the General Insurance Fund created pursuant to section 1735c [4] of this title. 
The provisions of subsections (a) through (h),[4] (j), and (k) [4] of section 1710 of this title shall
apply to such mortgages, except that (1) all references in section 1710 of this title to the 
Mutual Mortgage Insurance Fund or the Fund shall be construed to refer to the General 
Insurance Fund, and (2) any excess amounts described in section 1710 (f)(1) of this title 
shall be retained by the Secretary and credited to the General Insurance Fund. 
(w) Annual report 
The Secretary of Housing and Urban Development shall submit to the Congress an annual 
report on the single family mortgage insurance program under this section. Each report shall
set forth— 

(1) an analysis of the income groups served by the single family insurance program, 
including— 

(A) the percentage of borrowers whose incomes do not exceed 100 percent of
the median income for the area; 
(B) the percentage of borrowers whose incomes do not exceed 80 percent of 
the median income for the area; and 
(C) the percentage of borrowers whose incomes do not exceed 60 percent of 
the median income for the area; 

(2) an analysis of the percentage of minority borrowers annually assisted by the 
program; the percentage of central city borrowers assisted and the percentage of 
rural borrowers assisted by the program; 
(3) the extent to which the Secretary in carrying out the program has employed 
methods to ensure that needs of low and moderate income families, underserved 
areas, and historically disadvantaged groups are served by the program; and 
(4) the current impediments to having the program serve low and moderate income 
borrowers; borrowers from central city areas; borrowers from rural areas; and 
minority borrowers. 
The report required under this subsection shall include the report required under 
section 1735f–18 (c) of this title and the report required under section 1711 (g) of 
this title. 

(x) Management deficiencies report 
(1) In general 

Not later than 60 days after October 21, 1998, and annually thereafter, the Secretary
shall submit to Congress a report on the plan of the Secretary to address each 
material weakness, reportable condition, and noncompliance with an applicable law 
or regulation (as defined by the Director of the Office of Management and Budget) 
identified in the most recent audited financial statement of the Federal Housing 
Administration submitted under section 3515 of title 31. 
(2) Contents of annual report 

Each report submitted under paragraph (1) shall include— 
(A) an estimate of the resources, including staff, information systems, and 
contract assistance, required to address each material weakness, reportable 
condition, and noncompliance with an applicable law or regulation described 
in paragraph (1), and the costs associated with those resources; 
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(B) an estimated timetable for addressing each material weakness, reportable
condition, and noncompliance with an applicable law or regulation described 
in paragraph (1); and 
(C) the progress of the Secretary in implementing the plan of the Secretary 
included in the report submitted under paragraph (1) for the preceding year, 
except that this subparagraph does not apply to the initial report submitted 
under paragraph (1). 

[1] See References in Text note below. 

[2] So in original. Probably should be “subsection”. 

[3] So in original. 

[4] See References in Text note below. 
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