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1 So in original. The comma probably should follow the closed 

quotes. 

used in section 1710(a) of this title shall not include the 
mortgagee’s share of net appreciated value’’. 

§ 1715z–19. Equity skimming penalty 

(a) In general 

Whoever, as an owner, agent, or manager, or 
who is otherwise in custody, control, or posses-
sion of a multifamily project or a 1- to 4-family 
residence that is security for a mortgage note 
that is described in subsection (b), willfully uses 
or authorizes the use of any part of the rents, 
assets, proceeds, income, or other funds derived 
from property covered by that mortgage note 
for any purpose other than to meet reasonable 
and necessary expenses that include expenses 
approved by the Secretary if such approval is re-
quired, in a period during which the mortgage 
note is in default or the project is in a nonsur-
plus cash position, as defined by the regulatory 
agreement covering the property, or the mort-
gagor has failed to comply with the provisions 
of such other form of regulatory control im-
posed by the Secretary, shall be fined not more 
than $500,000, imprisoned not more than 5 years, 
or both. 

(b) Mortgage notes described 

For purposes of subsection (a), a mortgage 
note is described in this subsection if it—

(1) is insured, acquired, or held by the Sec-
retary pursuant to this chapter; 

(2) is made pursuant to section 1701q of this 
title (including property still subject to sec-
tion 1701q program requirements that existed 
before November 28, 1990); or 

(3) is insured or held pursuant to section 
1715z–22 of this title, but is not reinsured under 
section 1715z–22 of this title. 

(June 27, 1934, ch. 847, title II, § 254, as added 
Pub. L. 100–242, title IV, § 416(b), Feb. 5, 1988, 101 
Stat. 1908; amended Pub. L. 105–65, title V, § 552, 
Oct. 27, 1997, 111 Stat. 1412.)

Editorial Notes 

AMENDMENTS 

1997—Pub. L. 105–65 amended section generally. Prior 
to amendment, section read as follows: ‘‘Whoever, as an 
owner, agent, or manager, or who is otherwise in cus-
tody, control, or possession of property that is security 
for a mortgage note that is insured, acquired, or held 
by the Secretary pursuant to section 1709, 1713, 1715e, 
1715k, 1715l(d)(3), 1715l(d)(4), 1715n(f), 1715v, 1715w, 1715y, 
1715z–1, 1715z–3(c), 1715z–6, 1715z–7, 1715z–9, 1743, or 
1748h–2 of this title, or subchapter IX–B of this chapter, 
or is made pursuant to section 1701q of this title, will-
fully uses or authorizes the use of any part of the rents, 
assets, proceeds, income or other funds derived from 
property covered by such mortgage note during a pe-
riod when the mortgage note is in default or the project 
is in a nonsurplus cash position as defined by the regu-
latory agreement covering such property, for any pur-
pose other than to meet actual or necessary expenses 
that include expenses approved by the Secretary if such 
approval is required under the terms of the regulatory 
agreement, shall be fined not more than $250,000 or im-
prisoned not more than 5 years, or both.’’

§ 1715z–20. Insurance of home equity conversion 
mortgages for elderly homeowners 

(a) Purpose 

The purpose of this section is to authorize the 
Secretary to carry out a program of mortgage 
insurance designed—

(1) to meet the special needs of elderly 
homeowners by reducing the effect of the eco-
nomic hardship caused by the increasing costs 
of meeting health, housing, and subsistence 
needs at a time of reduced income, through 
the insurance of home equity conversion mort-
gages to permit the conversion of a portion of 
accumulated home equity into liquid assets; 
and 

(2) to encourage and increase the involve-
ment of mortgagees and participants in the 
mortgage markets in the making and serv-
icing of home equity conversion mortgages for 
elderly homeowners. 

(b) Definitions 

For purposes of this section: 
(1) The terms ‘‘elderly homeowner’’ and 

‘‘homeowner’’ mean any homeowner who is, or 
whose spouse is, at least 62 years of age or 
such higher age as the Secretary may pre-
scribe. 

(2) The terms ‘‘mortgagee’’, ‘‘mortgagor’’, 
‘‘real estate,’’ 1 and ‘‘State’’ have the meanings 
given such terms in section 1707 of this title. 

(3) The term ‘‘home equity conversion mort-
gage’’ means a first mortgage which provides 
for future payments to the homeowner based 
on accumulated equity and which a housing 
creditor (as defined in section 3802(2) of this 
title) is authorized to make (A) under any law 
of the United States (other than section 3803 of 
this title) or applicable agency regulations 
thereunder; (B) in accordance with section 3803 
of this title, notwithstanding any State con-
stitution, law, or regulation; or (C) under any 
State constitution, law, or regulation. 

(4) MORTGAGE.—The term ‘‘mortgage’’ means 
a first mortgage or first lien on real estate, in 
fee simple, a first or subordinate mortgage or 
lien on all stock allocated to a dwelling unit 
in a residential cooperative housing corpora-
tion, or a first mortgage or first lien on a 
leasehold—

(A) under a lease for not less than 99 years 
that is renewable; or 

(B) under a lease that has a term that ends 
no earlier than the minimum number of 
years, as specified by the Secretary, beyond 
the actuarial life expectancy of the mort-
gagor or comortgagor, whichever is the later 
date.

(5) FIRST MORTGAGE.—The term ‘‘first mort-
gage’’ means such classes of first liens as are 
commonly given to secure advances on, or the 
unpaid purchase price of, real estate or a first 
or subordinate lien on all stock allocated to a 
dwelling unit in a residential cooperative 
housing corporation, under the laws of the 
State in which the real estate or dwelling unit 
is located, together with the credit instru-
ments, if any, secured thereby. 

(c) Insurance authority 

The Secretary may, upon application by a 
mortgagee, insure any home equity conversion 
mortgage eligible for insurance under this sec-
tion and, upon such terms and conditions as the 
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