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1 See References in Text note below. 

INFLATION SAFEGUARDS 

Act Dec. 27, 1947, ch. 525, § 2, 61 Stat. 945, provided: 
‘‘Title VI of the National Housing Act, as amended 
[this subchapter], shall be employed to assist in main-
taining a high volume of new residential construction 
without supporting unnecessary or artificial costs. In 
estimating necessary current cost for the purposes of 
said title, the Federal Housing Commissioner shall 
therefore use every feasible means to assure that such 
estimates will approximate as closely as possible the 
actual costs of efficient building operations.’’ 

§ 1739. Mortgage insurance benefits 

(a) Conveyance and assignment by mortgagee 
after foreclosure; debentures and certificates 
of claim; cost of foreclosure 

In any case in which the mortgagee under a 
mortgage insured under section 1738 of this title 
shall have foreclosed and taken possession of the 
mortgaged property, in accordance with regula-
tions of, and within a period to be determined 
by, the Secretary, or shall, with the consent of 
the Secretary, have otherwise acquired such 
property from the mortgagor after default, the 
mortgagee shall be entitled to receive the bene-
fit of the insurance as hereinafter provided, 
upon (1) the prompt conveyance to the Sec-
retary of title to the property which meets the 
requirements of rules and regulations of the 
Secretary in force at the time the mortgage was 
insured, and which is evidenced in the manner 
prescribed by such rules and regulations; and (2) 
the assignment to him of all claims of the mort-
gagee against the mortgagor or others, arising 
out of the mortgage transaction or foreclosure 
proceedings, except such claims as may have 
been released with the consent of the Secretary. 
Upon such conveyance and assignment the obli-
gation of the mortgagee to pay the premium 
charges for insurance shall cease and the Sec-
retary shall, subject to the cash adjustment 
hereinafter provided, issue to the mortgagee de-
bentures having a total face value equal to the 
value of the mortgage and a certificate of claim, 
as hereinafter provided. For the purposes of this 
subsection, the value of the mortgage shall be 
determined, in accordance with rules and regu-
lations prescribed by the Secretary, by adding 
to the amount of the original principal obliga-
tion of the mortgage which was unpaid on the 
date of the institution of foreclosure proceed-
ings, or on the date of the acquisition of the 
property after default other than by foreclosure, 
the amount of all payments which have been 
made by the mortgagee for taxes, ground rents, 
and water rates, which are liens prior to the 
mortgage, special assessments which are noted 
on the application for insurance or which be-
come liens after the insurance of the mortgage, 
insurance of the mortgaged property, and any 
mortgage insurance premiums and by deducting 
from such total amount any amount received on 
account of the mortgage after either of such 
dates, and any amount received as rent or other 
income from the property, less reasonable ex-
penses incurred in handling the property, after 
either of such dates: Provided, That with respect 
to mortgages which are foreclosed before there 
shall have been paid on account of the principal 
obligation of the mortgage a sum equal to 10 per 
centum of the appraised value of the property as 

of the date the mortgage was accepted for insur-
ance, there may be included in the debentures 
issued by the Secretary, on account of the cost 
of foreclosure (or of acquiring the property by 
other means) actually paid by the mortgagee 
and approved by the Secretary an amount— 

(1) not in excess of 2 per centum of the un-
paid principal of the mortgage as of the date 
of the institution of foreclosure proceedings 
and not in excess of $75; or 

(2) not in excess of two-thirds of such cost, 
whichever is the greater: Provided further, 
That with respect to any debentures issued on 
or after September 2, 1964, the Secretary may, 
with the consent of the mortgagee (in lieu of 
issuing a certificate of claim as provided in 
subsection (e)), include in debentures, in addi-
tion to amounts otherwise allowed for such 
costs, an amount not to exceed one-third of 
the total foreclosure, acquisition, and convey-
ance costs actually paid by the mortgagee and 
approved by the Secretary, but in no event 
may the total allowance for such costs exceed 
the amount actually paid by the mortgagee: 
And provided further, That with respect to 
mortgages to which the provisions of sections 
302 and 306 of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940,1 as now or hereafter amend-
ed, apply and which are insured under section 
1738 of this title and subject to such regula-
tions and conditions as the Secretary may pre-
scribe, there shall be included in the deben-
tures an amount which the Secretary finds to 
be sufficient to compensate the mortgagee for 
any loss which it may have sustained on ac-
count of interest on debentures and the pay-
ment of insurance premiums by reason of its 
having postponed the institution of fore-
closure proceedings or the acquisition of the 
property by other means during any part or all 
of the period of such military service and 
three months thereafter. 

(b) Consent to release of mortgagee or property 

The Secretary may at any time, under such 
terms and conditions as he may prescribe, con-
sent to the release of the mortgagor from his li-
ability under the mortgage or the credit instru-
ment secured thereby, or consent to the release 
of parts of the mortgaged property from the lien 
of the mortgage: Provided, That the mortgagor 
shall not be released from such liability in any 
case until the Secretary is satisfied that the 
mortgaged property has been sold to a purchaser 
satisfactory to the Secretary, and that such pur-
chaser has paid on account of the purchase 
price, in cash or its equivalent, at least 10 per 
centum of the Secretary’s estimate of the value 
as of the date the mortgage is accepted for in-
surance. 

(c) Debentures; form and denomination 

Debentures issued under this subchapter shall 
be in such form and denominations in multiples 
of $50, shall be subject to such terms and condi-
tions, and shall include such provisions for re-
demption, if any, as may be prescribed by the 
Secretary with the approval of the Secretary of 
the Treasury, and may be in coupon or reg-
istered form. Any difference between the value 
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of the mortgage determined as herein provided 
and the aggregate face value of the debentures 
issued, not to exceed $350, shall be adjusted by 
the payment of cash by the Secretary to the 
mortgagee from the General Insurance Fund. 

(d) Debentures; execution; negotiability; terms; 
tax exemptions 

The debenture issued under this section to any 
mortgagee shall be executed in the name of the 
General Insurance Fund as obligor, shall be 
signed by the Secretary by either his written or 
engraved signature, and shall be negotiable. All 
such debentures shall be dated as of the date 
foreclosure proceedings were instituted, or the 
property was otherwise acquired by the mortga-
gee after default, except that debentures issued 
pursuant to claims for insurance filed on or 
after September 2, 1964, shall be dated as of the 
date of default or as of such later date as the 
Secretary, in his discretion, may establish by 
regulation. The debentures shall bear interest 
from such date at a rate determined by the Sec-
retary, with the approval of the Secretary of the 
Treasury, at the time the mortgage was accept-
ed for insurance, but not to exceed 3 per centum 
per annum, payable semiannually on the 1st day 
of January and the 1st day of July of each year. 
Such debentures as are issued in exchange for 
property covered by mortgages accepted for in-
surance under this section on or after May 26, 
1942, shall mature ten years after the date there-
of. Such debentures as are issued in exchange for 
property covered by mortgages accepted for in-
surance under this section prior to May 26, 1942, 
shall mature three years after the 1st day of 
July following the maturity date of the mort-
gage on the property in exchange for which the 
debentures were issued: Provided, That any 
mortgagee entitled to receive such debentures 
may elect to receive in lieu thereof debentures 
which shall mature ten years after the date 
thereof. Such debentures shall be exempt, both 
as to principal and interest, from all taxation 
(except surtaxes, estate, inheritance, and gift 
taxes) now or hereafter imposed by any Terri-
tory, dependency, or possession of the United 
States, or by the District of Columbia, or by any 
State, county, municipality, or local taxing au-
thority, and shall be paid out of the General In-
surance Fund, which shall be primarily liable 
therefor, and they shall be fully and uncondi-
tionally guaranteed as to principal and interest 
by the United States, and such guaranty shall be 
expressed on the face of the debentures. In the 
event that the General Insurance Fund fails to 
pay upon demand, when due, the principal of or 
interest on any debentures issued under this 
subchapter, the Secretary of the Treasury shall 
pay to the holders the amount thereof which is 
authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, and 
thereupon to the extent of the amount so paid 
the Secretary of the Treasury shall succeed to 
all the rights of the holders of such debentures. 

(e) Certificate of claim 

The certificate of claim issued by the Sec-
retary to any mortgagee 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, at the time of 
the conveyance to the Secretary of the property 
covered by the mortgage, the mortgagor had re-
deemed the property and paid in full all obliga-
tions under the mortgage and a reasonable 
amount for necessary expenses incurred by the 
mortgagee in connection with the foreclosure 
proceedings, or the acquisition of the mortgaged 
property otherwise, and the conveyance thereof 
to the Secretary. Each such certificate of claim 
shall provide that there shall accrue to the hold-
er 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. The amount to which the holder 
of any such certificate shall be entitled shall be 
determined as provided in subsection (f). 

(f) Division of excess proceeds 

(1) If, after deducting (in such manner and 
amount as the Secretary shall determine to be 
equitable and in accordance with sound account-
ing practice) the expenses incurred by the Sec-
retary, the net amount realized from any prop-
erty conveyed to the Secretary under this sec-
tion and the claims assigned therewith exceed 
the face value of the debentures issued and the 
cash paid in exchange for such property plus all 
interest paid on such debentures, such excess 
shall be divided as follows: 

(i) 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 cer-
tificate the full amount so payable, and any 
excess remaining thereafter shall be paid to 
the mortgagor of such property: Provided, That 
on and after September 2, 1964, any excess re-
maining after payment to the holder of the 
full amount of the certificate of claim shall be 
retained by the Secretary and credited to the 
General Insurance Fund; and 

(ii) If such excess is equal to or less than the 
total amount payable under such certificate of 
claim, the Secretary shall pay to the holder of 
such certificate the full amount of such ex-
cess. 

(2) Notwithstanding any other provisions of 
this section, the Secretary is authorized, with 
the consent of the mortgagee or mortgagor, as 
the case may be, to effect the settlement of cer-
tificates of claim and refunds at any time after 
the sale or transfer of title to the property con-
veyed to the Secretary under this section and 
without awaiting the final liquidation of such 
property for the purpose of determining the net 
amount to be realized therefrom: Provided, That 
the settlement authority created by the Housing 
Amendments of 1955 shall be terminated with re-
spect to any certificate of claim outstanding as 
of September 2, 1964. 

(3) With the consent of the holder thereof, the 
Secretary is authorized to settle, without await-
ing the final liquidation of the Secretary’s inter-
est in the property, any certificate of claim is-
sued pursuant to subsection (e), with respect to 
which a settlement had not been effected prior 
to September 2, 1964, by making payment in 
cash to the holder thereof of such amount, not 
exceeding the face amount of the certificate of 
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claim, together with the accrued interest incre-
ment thereon, as the Secretary may consider ap-
propriate: Provided, That in any case where the 
certificate of claim is settled in accordance with 
the provisions of this paragraph, any amounts 
realized after September 2, 1964, in the liquida-
tion of the Secretary’s interest in the property, 
shall be retained by the Secretary and credited 
to the applicable insurance fund. 

(g) Handling and disposal of property; settlement 
of claims 

Notwithstanding any other provision of law 
relating to the acquisition, handling, or disposal 
of real property by the United States, the Sec-
retary shall have power to deal with, complete, 
rent, renovate, modernize, insure, make con-
tracts or establish suitable agencies for the 
management of, or sell for cash or credit, in his 
discretion, any properties conveyed to him in 
exchange for debentures and certificates of 
claim as provided in this subchapter; and not-
withstanding any other provision of law, the 
Secretary shall also have power to pursue to 
final collection, by way of compromise or other-
wise, all claims against mortgagors assigned by 
mortgagees to the Secretary as provided in this 
subchapter, except that no suit or action shall 
be commenced by the Secretary against any 
such mortgagor on account of any claim so as-
signed with respect to mortgages insured under 
section 1738 of this title unless such suit or ac-
tion is commenced within six months after the 
assignment of such claim to the Secretary, or 
within six months after the last payment was 
made to the Secretary with respect to the claim 
so assigned, whichever is later: Provided, That 
section 6101 of title 41 shall not be construed to 
apply to any contract for hazard insurance, or to 
any purchase or contract for services or supplies 
on account of such property if the amount there-
of does not exceed $1,000. The power to convey 
and to execute in the name of the Secretary 
deeds of conveyances, deeds of release, assign-
ments, and satisfactions of mortgages, and any 
other written instrument relating to real prop-
erty or any interest therein heretofore or here-
after acquired by the Secretary pursuant to the 
provisions of this chapter, may be exercised by 
an officer appointed by him, without the execu-
tion of any express delegation of power or power 
of attorney: Provided, That nothing in this sub-
section shall be construed to prevent the Sec-
retary from delegating such power by order or 
by power of attorney in his discretion, to any of-
ficer, agent, or employee he may appoint. 

(h) Mortgagor’s or mortgagee’s interest in prop-
erty or claim conveyed 

No mortgagee or mortgagor shall have and no 
certificate of claim shall be construed to give to 
any mortgagee or mortgagor, any right or inter-
est in any property conveyed to the Secretary or 
in any claim assigned to him; nor shall the Sec-
retary owe any duty to any mortgagee or mort-
gagor with respect to the handling or disposal of 
any such property or the collection of any such 
claim. 

(June 27, 1934, ch. 847, title VI, § 604, as added 
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 58; amended May 
26, 1942, ch. 319, §§ 5–8, 14(b), 56 Stat. 302, 305; Oct. 

14, 1943, ch. 258, § 2, 57 Stat. 570; May 22, 1946, ch. 
268, § 10(e), 60 Stat. 213; Mar. 31, 1948, ch. 165, 
§ 1(d), 62 Stat. 101; Apr. 20, 1950, ch. 94, title I, 
§ 122, 64 Stat. 59; Aug. 11, 1955, ch. 783, title I, 
§ 104, 69 Stat. 637; Pub. L. 88–560, title I, § 105(d), 
(f), Sept. 2, 1964, 78 Stat. 772, 774; Pub. L. 89–117, 
title XI, § 1108(p), Aug. 10, 1965, 79 Stat. 506; Pub. 
L. 90–19, § 1(a)(3), (4), (d), May 25, 1967, 81 Stat. 17, 
18.) 

REFERENCES IN TEXT 

The General Insurance Fund, referred to in text, was 
established by section 1735c of this title. 

Sections 302 and 306 of the Soldiers’ and Sailors’ Civil 
Relief Act of 1940, referred to in subsec. (a)(2), are sec-
tions 302 and 306, respectively, of act Oct. 17, 1940, ch. 
888, 54 Stat. 1178. That Act was amended generally and 
renamed the ‘‘Servicemembers Civil Relief Act’’ by 
Pub. L. 108–189, § 1, Dec. 19, 2003, 117 Stat. 2835. As so 
amended, provisions of the Servicemembers Civil Relief 
Act that are similar to those contained in former sec-
tions 302 and 306 of act Oct. 17, 1940, are now contained 
in sections 3953 and 3959 of Title 50, War and National 
Defense. 

The Housing Amendments of 1955, referred to in sub-
sec. (f)(2), is act Aug. 11, 1955, ch. 783, 69 Stat. 635, as 
amended. For complete classification of this Act to the 
Code, see Short Title of 1955 Amendments note set out 
under section 1701 of this title and Tables. 

CODIFICATION 

In subsec. (g), ‘‘section 6101 of title 41’’ substituted 
for ‘‘section 3709 of the Revised Statutes’’ on authority 
of Pub. L. 111–350, § 6(c), Jan. 4, 2011, 124 Stat. 3854, 
which Act enacted Title 41, Public Contracts. 

AMENDMENTS 

1967—Pub. L. 90–19, § 1(a)(3), substituted ‘‘Secretary’’ 
for ‘‘Commissioner’’ wherever appearing in subsecs. (a), 
(a)(2), (b) to (e), (f)(1), (f)(1)(i), (ii), (f)(2), (3), (g), and (h). 

Pub. L. 90–19, § 1(a)(4), substituted ‘‘Secretary’s’’ for 
‘‘Commissioner’s’’ wherever appearing in subsecs. (b) 
and (f)(3) of this section. 

Subsec. (g). Pub. L. 90–19, § 1(d), substituted ‘‘an offi-
cer’’ for ‘‘the Commissioner or by any Assistant Com-
missioner’’. 

1965—Subsecs. (c), (d), (f)(1)(i). Pub. L. 89–117 sub-
stituted ‘‘General Insurance Fund’’ for ‘‘War Housing 
Insurance Fund’’. 

1964—Subsec. (a). Pub. L. 88–560, § 105(d)(1), (f), in-
serted ‘‘Provided further, That with respect to any de-
bentures issued on or after September 2, 1964, the Com-
missioner may, with the consent of the mortgagee (in 
lieu of issuing a certificate of claim as provided in sub-
section (e)), include in debentures, in addition to 
amounts otherwise allowed for such costs, an amount 
not to exceed one-third of the total foreclosure, acqui-
sition, and conveyance costs actually paid by the mort-
gagee and approved by the Commissioner, but in no 
event may the total allowance for such costs exceed the 
amount actually paid by the mortgagee:’’ and struck 
out of third sentence ‘‘paid after either of such dates’’ 
after ‘‘mortgage insurance premiums’’, respectively. 

Subsec. (c). Pub. L. 88–560, § 105(d)(2), increased limi-
tation on difference between value of mortgage and ag-
gregate face value of debentures issued from $50 to $350. 

Subsec. (d). Pub. L. 88–560, § 105(d)(3), substituted in 
second sentence ‘‘default, except that debentures issued 
pursuant to claims for insurance filed on or after Sep-
tember 2, 1964, shall be dated as of the date of default 
or as of such later date as the Commissioner, in his dis-
cretion, may establish by regulation. The debentures’’ 
for ‘‘default, and’’. 

Subsec. (f). Pub. L. 88–560, § 105(d)(4)–(8), designated 
introductory par. as par. (1) and substituted ‘‘If, after 
deducting (in such manner and amount as the Commis-
sioner shall determine to be equitable and in accord-
ance with sound accounting practice) the expenses in-



Page 793 TITLE 12—BANKS AND BANKING § 1743 

curred by the Commissioner, the net amount realized 
from any property conveyed to the Commissioner under 
this section and the claims assigned therewith exceed 
the face value’’ for ‘‘If the net amount realized from 
any property conveyed to the Commissioner under this 
section and the claims assigned therewith, after de-
ducting all expenses incurred by the Commissioner in 
handling, dealing with, and disposing of such property 
and in collecting such claims, exceeds the face value’’; 
redesignated former par. (1) as (i) and substituted 
‘‘property: Provided, That on and after September 2, 
1964, any excess remaining after payment to the holder 
of the full amount of the certificate of claim shall be 
retained by the Commissioner and credited to the War 
Housing Insurance Fund; and’’ for ‘‘property; and’’; re-
designated former par. (2) as (ii); designated concluding 
par. as par. (2) and inserted proviso; and added par. (3), 
respectively. 

1955—Subsec. (f). Act Aug. 11, 1955, authorized the 
Commissioner to effect the settlement of certificates of 
claim and refunds at any time after the sale or transfer 
of title to the property. 

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’ 
for ‘‘Administrator’’ wherever appearing. 

1948—Subsec. (b). Act Mar. 31, 1948, substituted 
‘‘value’’ for ‘‘necessary current cost’’. 

1946—Subsec. (b). Act May 22, 1946, substituted ‘‘Ad-
ministrator’s estimate of the necessary current cost’’ 
after ‘‘10 per centum of the’’ for ‘‘appraised value of 
such property as determined by the Administrator’’. 

1943—Subsec. (a). Act Oct. 14, 1943, inserted proviso 
dealing with losses due to nonforeclosure of mortgages 
to last sentence. 

1942—Act May 26, 1942, § 14(b), substituted ‘‘War’’ and 
‘‘war’’ for ‘‘Defense’’ and ‘‘defense’’ wherever occurring. 

Subsec. (a). Act May 26, 1942, § 5, substituted ‘‘section 
1738 of this title’’ for ‘‘this subchapter’’. 

Subsec. (c). Act May 26, 1942, § 6, substituted ‘‘sub-
chapter’’ for ‘‘section’’. 

Subsec. (d). Act May 26, 1942, § 7, amended subsec. (d). 
Subsec. (g). Act May 26, 1942, § 8, substituted ‘‘sub-

chapter’’ for ‘‘section’’ and inserted ‘‘with respect to 
mortgages insured under section 1738 of this title’’. 

§ 1740. Repealed. Pub. L. 89–117, title XI, 
§ 1108(aa), Aug. 10, 1965, 79 Stat. 507 

Section, act June 27, 1934, ch. 847, title VI, § 605, as 
added Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended May 
26, 1942, ch. 319, §§ 9, 14(b), 56 Stat. 303, 305; 1947 Reorg. 
Plan No. 3, § 3, eff. July 27, 1947, 12 F.R. 4981, 61 Stat. 
954; Apr. 20, 1950, ch. 94, title I, § 122, 64 Stat. 59, pro-
vided for disposition and investment of surplus money 
in the War Housing Insurance Fund and for credit and 
payment of charges and fees. 

§ 1741. State taxation of realty held by Secretary 

Nothing in this subchapter shall be construed 
to exempt any real property acquired and held 
by the Secretary under this subchapter from 
taxation by any State or political subdivision 
thereof, to the same extent, according to its 
value, as other real property is taxed. 

(June 27, 1934, ch. 847, title VI, § 606, as added 
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended Apr. 
20, 1950, ch. 94, title I, § 122, 64 Stat. 59; Pub. L. 
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.) 

AMENDMENTS 

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’. 

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’ 
for ‘‘Administrator’’. 

§ 1742. Rules and regulations 

The Secretary is authorized and directed to 
make such rules and regulations as may be nec-

essary to carry out the provisions of this sub-
chapter. 

(June 27, 1934, ch. 847, title VI, § 607, as added 
Mar. 28, 1941, ch. 31, § 1, 55 Stat. 61; amended Apr. 
20, 1950, ch. 94, title I, § 122, 64 Stat. 59; Pub. L. 
90–19, § 1(a)(3), May 25, 1967, 81 Stat. 17.) 

AMENDMENTS 

1967—Pub. L. 90–19 substituted ‘‘Secretary’’ for ‘‘Com-
missioner’’. 

1950—Act Apr. 20, 1950, substituted ‘‘Commissioner’’ 
for ‘‘Administrator’’. 

§ 1743. Insurance of mortgages 

(a) Additional authorization; advances during 
construction 

In addition to mortgages insured under sec-
tion 1738 of this title, the Secretary is author-
ized to insure mortgages as defined in section 
1736 of this title (including advances on such 
mortgages during construction) which are eligi-
ble for insurance as hereinafter provided. 

(b) Eligibility requirements 

To be eligible for insurance under this section 
a mortgage shall meet the following conditions: 

(1) The mortgaged property shall be held by 
a mortgagor approved by the Secretary. The 
Secretary may, in his discretion, require such 
mortgagor to be regulated or restricted as to 
rents or sales, charges, capital structure, rate 
of return, and methods of operation. The Sec-
retary may make such contracts with, and ac-
quire for not to exceed $100 stock or interest in 
any such mortgagor, as the Secretary may 
deem necessary to render effective such re-
striction or regulation. Such stock or interest 
shall be paid for out of the General Insurance 
Fund, and shall be redeemed by the mortgagor 
at par upon the termination of all obligations 
of the Secretary under the insurance. 

(2) Preference or priority of opportunity in 
the occupancy of the mortgaged property for 
veterans of World War II and their immediate 
families, and for hardship cases as defined by 
the Secretary, shall be provided under such 
regulations and procedures as may be pre-
scribed by the Secretary. 

(3) The mortgage shall involve a principal 
obligation in an amount— 

(A) not to exceed $5,000,000; and 
(B) not to exceed 90 per centum of the 

amount which the Secretary estimates will 
be the necessary current cost of the com-
pleted property or project, including the 
land; the proposed physical improvements; 
utilities within the boundaries of the prop-
erty or project; architects’ fees; taxes and 
interest accruing during construction; and 
other miscellaneous charges incidental to 
construction and approved by the Secretary: 
Provided, That such mortgage shall not in 
any event exceed the amount which the Sec-
retary estimates will be the cost of the com-
pleted physical improvements on the prop-
erty or project, exclusive of off-site public 
utilities and streets, and organization and 
legal expenses: And provided further, That 
the principal obligation of the mortgage 
shall not, in any event, exceed 90 per centum 
of the Secretary’s estimate of the replace-
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