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EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-35 effective Oct. 1, 1981, see
section 371 of Pub. L. 97-35, set out as an Effective Date
note under section 3701 of this title.

CHANGE OF NAME

“Department of Health and Human Services” sub-
stituted for ‘‘Department of Health, Education, and
Welfare” in subsec. (d)(6)(A), (B) pursuant to section
509(b) of Pub. L. 96-88, which is classified to section
3508(b) of Title 20, Education.

REGULATIONS

Pub. L. 100-242, title IV, §411(b), Feb. 5, 1988, 101 Stat.
1905, directed Secretary of Housing and Urban Develop-
ment to issue regulations to carry out amendment of
this section by not later than expiration of 90-day pe-
riod following Feb. 5, 1988.

Secretary of Housing and Urban Development di-
rected to issue regulations implementing amendments
to this section by section 436 of Pub. L. 98-181, not later
than Oct. 31, 1984, see section 104(f) of Pub. L. 98-479, set
out as a note under section 1715b of this title.

§1715z-8. Mortgage assistance payments for mid-
dle-income families

(a) Determination by Secretary of necessity; in-
terest subsidy payments; effective date

Whenever he determines such action to be nec-
essary in furtherance of the purposes set forth in
section 501 of the Emergency Home Finance Act
of 1970, the Secretary is authorized to make, and
to contract to make, periodic assistance pay-
ments on behalf of families of middle income.
The assistance shall be accomplished through
interest subsidy payments to the Federal Na-
tional Mortgage Association or the Federal
Home Loan Mortgage Corporation (hereinafter
referred to as ‘‘the investor’) with respect to
mortgages meeting the special requirements
specified in this section and made after July 24,
1970.

(b) Qualifications of mortgagor for assistance
payments

To qualify for assistance payments a middle-
income family shall be a mortgagor under a
mortgage which is (1) insured under subsection
(j) of this section, (2) guaranteed under chapter
37 of title 38, or (3) a conventional mortgage
meeting the requirements of subsection (j)(3) of
this section. In addition to the foregoing re-
quirement, the Secretary may require that the
mortgagor have an income, at the time of acqui-
sition of the property, of not more than the me-
dian income for the area in which the property
is located, as determined by the Secretary, with
appropriate adjustments for smaller and larger
families.

(¢) Termination of interest subsidy payments

The interest subsidy payments authorized by
this section shall cease when (1) the mortgagor
no longer occupies the property which secures
the mortgage, (2) the mortgages are no longer
held by the investor, or (3) the rate of interest
paid by the mortgagor reaches the rate of inter-
est specified on the mortgage.
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(d) Monthly mortgage payments as determining
eligibility for interest subsidy payments;
mortgage assistance payments for middle-in-
come cooperative members; interest subsidy
payments; applicability of provisions to coop-
erative mortgagors

(1) Interest subsidy payments shall be on
mortgages on which the mortgagor makes
monthly payments towards principal and inter-
est equal to an amount which would be required
if the mortgage bore an effective interest rate of
7 per centum per annum including any discounts
or charges in the nature of points or otherwise
(but not including premiums, if any, for mort-
gage insurance) or such higher rate (not to ex-
ceed the rate specified in the mortgage), which
the mortgagor could pay by applying at least 20
per centum of his income towards homeowner-
ship expenses. As used in this subsection, the
term ‘“‘monthly homeownership expense’” in-
cludes the monthly payment for principal, inter-
est, mortgage insurance premium, insurance,
and taxes due under the mortgage.

(2) In addition to the mortgages eligible for as-
sistance under paragraph (1) of this subsection,
the Secretary is authorized to make periodic as-
sistance payments on behalf of cooperative
members of middle income. Such assistance pay-
ments shall be accomplished through interest
subsidy payments to the investor with respect
to mortgages insured (subsequent to July 24,
1970) under section 1715e of this title which are
executed by cooperatives, the membership in
which is limited to middle-income families. For
purposes of this paragraph—

(A) the term ‘‘mortgagor’’, when used in sub-
section (b) in the case of a mortgage covering
a cooperative housing project, means a mem-
ber of the cooperative;

(B) the term ‘‘acquisition of the property’’,
when used in subsection (b), means the fami-
1ly’s application for a dwelling unit; and

(C) in the case of a cooperative mortgagor,
subsection (c¢) shall not apply and the interest
subsidy payments shall cease when the mort-
gage is no longer held by the investor or the
cooperative fails to limit membership to fami-
lies whose incomes at the time of their appli-
cation for a dwelling unit meets such require-
ments as are laid down by the Secretary pur-
suant to subsection (b).

(e) Amount of interest subsidy payments

The interest subsidy payments shall be in an
amount equal to the difference, as determined
by the Secretary, between the total amount of
interest per calendar quarter received by the in-
vestor on mortgages assisted under this section
and purchased by it and the total amount of in-
terest which the investor would have received if
the yield on such mortgages was equal to the
sum of (1) the average costs (expressed as an an-
nual percentage rate) to it of all borrowed funds
outstanding in the immediately preceding cal-
endar quarter, and (2) such per centum per
annum as will provide for administrative and
other expenses of the investor and a reasonable
economic return, as determined by the Sec-
retary to be necessary and appropriate taking
into account the purpose of this section to pro-
vide additional mortgage credit at reasonable
rates of interest to middle-income families.
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(f) Adoption of procedures for recertifications of
mortgagor’s income

Procedures shall be adopted by the Secretary
for recertifications of the mortgagor’s income at
intervals of two years (or at shorter intervals
where the Secretary deems it desirable) for the
purpose of adjusting the amount of the mortga-
gor’s payments pursuant to subsection (d).

(g) Regulations to assure that sales price or
other consideration paid is not increased
above appraised value

The Secretary shall prescribe such regulations
as he deems necessary to assure that the sales
price of, or other consideration paid in connec-
tion with, the purchase by a homeowner of the
property with respect to which assistance pay-
ments are to be made is not increased above the
appraised value on which the maximum mort-
gage which the Secretary will insure is com-
puted.

(h) Authorization of appropriations; aggregate
amount of assistance payment contracts; ter-
mination date

(1) There are authorized to be appropriated
such sums as may be necessary to enable the
Secretary to make interest subsidy payments
under contracts entered into under this section.
The aggregate amount of contracts to make
such payments shall not exceed amounts ap-
proved in appropriation Acts, and payments pur-
suant to such contracts shall not exceed
$105,000,000 during the first year of such con-
tracts prior to July 1, 1971, which amount shall
be increased by an additional $105,000,000 during
the first year of an additional number of such
contracts on July 1 of each of the years 1971 and
1972.

(2) No interest subsidy payments under this
section shall be made after June 30, 1973, except
pursuant to contracts entered into on or before
such date.

(i) Determination of family income; exclusion of
income of minors

In determining the income of any family for
the purposes of this section, income from all
sources of each member of the family in the
household shall be included, except that the Sec-
retary shall exclude income earned by any
minor person.

(j) Insurance of mortgages executed by mortga-
gors meeting eligibility requirements for as-
sistance payments; issuance of commitment;
eligibility requirements for insurance

(1) The Secretary is authorized, upon applica-
tion by the mortgagee, to insure a mortgage ex-
ecuted by a mortgagor who meets the eligibility
requirements for assistance payments prescribed
by the Secretary under subsection (b). Commit-
ments for the insurance of such mortgages may
be issued by the Secretary prior to the date of
their execution or disbursement thereon, upon
such terms and conditions as the Secretary may
prescribe.

(2) To be eligible for insurance under this sub-
section, a mortgage shall meet the requirements
of section 17151(d)(2) or 1715y(c) of this title, ex-
cept as such requirements are modified by this
subsection: Provided, however, That in the dis-

TITLE 12—BANKS AND BANKING

§1715z-8

cretion of the Secretary 25 per centum of the au-
thority conferred by this section and subject to
all the terms thereof may be used for mortgages
on existing housing.

(3) A mortgage to be insured under this section
shall—

(i) involve a single-family dwelling which
has been approved by the Secretary prior to
the beginning of construction, or a one-family
unit in a condominium project (together with
an undivided interest in the common areas
and facilities serving the project) which is re-
leased from a multifamily project, the con-
struction of which has been completed within
two years prior to the filing of the application
for assistance payments with respect to such
family unit and the unit shall have had no pre-
vious occupant other than the mortgagor;

(ii) involve a single-family dwelling whose
appraised value, as determined by the Sec-
retary, is not in excess of $20,000 (which
amount may be increased by not more than 50
per centum in any geographical area where
the Secretary authorizes an increase on the
basis of a finding that the cost level so re-
quires); and

(iii) be executed by a mortgagor who shall
have paid in cash or its equivalent on account
of the property (A) 3 per centum of the first
$15,000 of the appraised value of the property,
(B) 10 per centum of such value in excess of
$15,000 but not in excess of $25,000, and (C) 20
per centum of such value in excess of $25,000.

(June 27, 1934, ch. 847, title II, §243, as added
Pub. L. 91-351, title V, §502, July 24, 1970, 84 Stat.
458; amended Pub. L. 98-479, title II, §204(a)(14),
(15), Oct. 17, 1984, 98 Stat. 2232.)

REFERENCES IN TEXT

Section 501 of the Emergency Home Finance Act of
1970, referred to in subsec. (a), is section 501 of Pub. L.
91-351, which is set out as a note below.

AMENDMENTS

1984—Subsec. (d)(2). Pub. L. 98-479, §204(a)(14), redes-
ignated subpars. (1), (2), and (3) as subpars. (A), (B), and
(C), respectively.

Subsec. (j)(3)({i). Pub. L. 98479, §204(a)(15),
stituted ‘‘; and” for period at end.

sub-

CONGRESSIONAL FINDINGS AND DECLARATION OF
PURPOSE

Pub. L. 91-351, title V, §501, July 24, 1970, 84 Stat. 458,
provided that: ‘“The Congress finds that—

‘(1) periodic episodes of monetary stringency and
high interest rates make it extremely difficult for
families of middle income to obtain mortgage credit
at rates which they can afford to pay;

‘(2) periods of monetary stringency and high inter-
est rates are directly related to the Government’s
monetary and fiscal policies;

“(3) a disproportionate share of the burden of sus-
taining these anti-inflationary policies of the Gov-
ernment falls on families of middle income who are
buyers or prospective buyers of homes; and

‘“(4) the Government has a responsibility to lessen
the disproportionate burden which such families bear
as a result of such policies.

It is the purpose of this title [enacting this section, and
amending sections 1715z-3 and 1719 of this title] to pro-
vide, during periods of high mortgage interest rates, a
source of mortgage credit for such families which is
within their financial means.”
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§1715z-9. Co-insurance of eligible mortgage, ad-
vance, or loan

(a) Authority of Secretary; request of mortgagee;
premium charges; provisions of contract of
co-insurance; non-applicability of state insur-
ance laws

In addition to providing insurance as other-
wise authorized under this chapter, and notwith-
standing any other provision of this chapter in-
consistent with this section, the Secretary, upon
request of any mortgagee and for such mortgage
insurance premium as he may prescribe (which
premium, or other charges to be paid by the
mortgagor, shall not exceed the premium, or
other charges, that would otherwise be applica-
ble), may insure and make a commitment to in-
sure under any provision of this subchapter any
mortgage, advance, or loan otherwise eligible
under such provision, pursuant to a co-insurance
contract providing that the mortgagee will—

(1) assume a percentage of any loss on the
insured mortgage, advance, or loan in direct
proportion to the amount of the co-insurance,
which co-insurance shall not be less than 10
per centum, subject to any reasonable limit or
limits on the liability of the mortgagee that
may be specified in the event of unusual or
catastrophic losses that may be incurred by
any one mortgagee; and

(2) carry out (under a delegation or other-
wise and with or without compensation but
subject to audit, exception, or review require-
ments) such credit approval, appraisal, inspec-
tion, commitment, property disposition, or
other functions as the Secretary, pursuant to
regulations, shall approve as consistent with
the purposes of this chapter.

Any contract of co-insurance under this section
shall contain such provisions relating to the
sharing of premiums on a sound actuarial basis,
establishment of mortgage reserves, manner of
calculating insurance benefits, conditions with
respect to foreclosure, handling and disposition
of property prior to claim or settlement, rights
of assignees (which may elect not to be subject
to the loss sharing provisions), and other similar
matters as the Secretary may prescribe pursu-
ant to regulations. A mortgagee which enters
into a contract of co-insurance under this sec-
tion shall not by reason of such contract, or its
adherence to such contract or applicable regula-
tions of the Secretary, including provisions re-
lating to the retention of risks in the event of
sale or assignment of a mortgage, be made sub-
ject to any State law regulating the business of
insurance.

(b) Inspection of construction of dwellings or
projects as prerequisite; minimum standards
or criteria applicable

No insurance shall be granted pursuant to this
section with respect to dwellings or projects ap-
proved for insurance prior to the beginning of
construction unless the inspection of such con-
struction is conducted in accordance with at
least the minimum standards and criteria used
with respect to dwellings or projects approved
for mortgage insurance pursuant to other provi-
sions of this subchapter.
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(c) Repealed. Pub. L. 100-242, title IV, §414(a),
Feb. 5, 1988, 101 Stat. 1907

(d) Repealed. Pub. L. 100-242, title IV, §401(a)(3),
Feb. 5, 1988, 101 Stat. 1898

(e) Availability unaffecting insurance otherwise
authorized; criteria for exercise of authority
by Secretary

The Secretary shall not withdraw, deny, or
delay insurance otherwise authorized under any
other provision of this chapter by reason of the
availability of insurance pursuant to this sec-
tion. The Secretary shall exercise his authority
under this section only to the extent that he
finds that the continued exercise of such author-
ity will not adversely affect the flow of mort-
gage credit to older and declining neighborhoods
and to the purchasers of older and lower cost
housing.

(f) Multifamily housing project; contract provi-
sions; aggregate principal amount of all
mortgages insured; loans on defaulted mort-
gages; insurance for state assisted projects
and projects under construction; definitions;
amount of reserves

(1) Where the mortgage covers a multifamily
housing project, the co-insurance contract may
provide that the mortgagee assume (i) the full
amount of any loss on the insured mortgage up
to an amount equal to a fixed percentage of the
outstanding principal balance of the mortgage
at the time of claim for insurance benefits, or
(ii) the full amount of any losses on insured
mortgages in a portfolio of mortgages approved
by the Secretary up to an amount equal to a
fixed percentage of the outstanding principal
balance of all mortgages in such portfolio at the
time of claim for insurance benefits on a mort-
gage in the portfolio, plus a share of any loss in
excess of the amount under clause (i) or (ii),
whichever is applicable.

(2) The Secretary may make loans, from the
applicable insurance fund, to public housing
agencies in connection with mortgages which
have been insured pursuant to this subsection
and which are in default.

(3) The Secretary may insure and make a com-
mitment to insure in connection with a co-in-
surance contract pursuant to this subsection (A)
a mortgage on a project assisted under the sec-
ond proviso in the first sentence of section
1715z-1(b) of this title, and (B) a mortgage or ad-
vance on a mortgage made to a public housing
agency on a project under construction which is
not approved for insurance prior to construc-
tion.

(4) As used in this subsection, the term ‘‘public
housing agency” has the meaning given such
term in section 1437a(b)(6) of title 42.

(5) Notwithstanding any other provision of
this chapter, the Secretary may include in the
determination of replacement cost of a project
to be covered by a mortgage made to a public
housing agency and insured pursuant to this
subsection, such reserves and development
costs, not to exceed 5 per centum of the amount
otherwise allowable, as may be established or
authorized by the public housing agency consist-
ent with such agency’s procedures and under-
writing standards.
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