Page 729

§17152z-21. Delegation of insuring authority to di-
rect endorsement mortgagees

(a) Authority

The Secretary may delegate, to one or more
mortgagees approved by the Secretary under the
direct endorsement program, the authority of
the Secretary under this chapter to insure mort-
gages involving property upon which there is lo-
cated a dwelling designed principally for occu-
pancy by 1 to 4 families.

(b) Considerations

In determining whether to delegate authority
to a mortgagee under this section, the Secretary
shall consider the experience and performance of
the mortgagee compared to the default rate of
all insured mortgages in comparable markets,
and such other factors as the Secretary deter-
mines appropriate to minimize risk of loss to
the insurance funds under this chapter.

(c) Enforcement of insurance requirements

(1) In general

If the Secretary determines that a mortgage
insured by a mortgagee pursuant to delegation
of authority under this section was not origi-
nated in accordance with the requirements es-
tablished by the Secretary, and the Secretary
pays an insurance claim with respect to the
mortgage within a reasonable period specified
by the Secretary, the Secretary may require
the mortgagee approved under this section to
indemnify the Secretary for the loss.

(2) Fraud or misrepresentation

If fraud or misrepresentation was involved
in connection with the origination, the Sec-
retary may require the mortgagee approved
under this section to indemnify the Secretary
for the loss regardless of when an insurance
claim is paid.

(d) Termination of mortgagee’s authority

If a mortgagee to which the Secretary has
made a delegation under this section violates
the requirements and procedures established by
the Secretary or the Secretary determines that
other good cause exists, the Secretary may can-
cel a delegation of authority under this section
to the mortgagee by giving notice to the mort-
gagee. Such a cancellation shall be effective
upon receipt of the notice by the mortgagee or
at a later date specified by the Secretary. A de-
cision by the Secretary to cancel a delegation
shall be final and conclusive and shall not be
subject to judicial review.

(e) Requirements and procedures

Before approving a delegation under this sec-
tion, the Secretary shall issue regulations estab-
lishing appropriate requirements and proce-
dures, including requirements and procedures
governing the indemnification of the Secretary
by the mortgagee.

(June 27, 1934, ch. 847, title II, §256, as added
Pub. L. 104-204, title IV, §427, Sept. 26, 1996, 110
Stat. 2928.)

§1715z-22. Multifamily mortgage credit pro-
grams
(a) In general

The Secretary of Housing and Urban Develop-
ment (hereinafter referred to as the ‘Sec-
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retary’’) shall carry out programs through the
Federal Housing Administration to provide new
forms of Federal credit enhancement for multi-
family loans. In carrying out the programs, the
Secretary shall include an evaluation of the ef-
fectiveness of entering into partnerships or
other contractual arrangements including rein-
surance and risk-sharing agreements with State
or local housing finance agencies, the Federal
Housing Finance Board, the Federal National
Mortgage Association, the Federal Home Loan
Mortgage Corporation, qualified financial insti-
tutions, and other State or local mortgage in-
surance companies or bank lending consortia.
(b) Risk-sharing program
(1) In general

The Secretary shall carry out a program in
conjunction with qualified participating enti-
ties to provide Federal credit enhancement for
loans for affordable multifamily housing
through a system of risk-sharing agreements
with such entities.

(2) Program requirements

(A) In general

In carrying out the program under this
subsection, the Secretary shall enter into
risk-sharing agreements with qualified par-
ticipating entities.

(B) Mortgage insurance and reinsurance

Agreements under subparagraph (A) may
provide for (i) mortgage insurance through
the Federal Housing Administration of loans
for affordable multifamily housing origi-
nated by or through, or purchased by, quali-
fied participating entities, and (ii) reinsur-
ance, including reinsurance of pools of loans,
on affordable multifamily housing. In enter-
ing into risk-sharing agreements under this
subsection covering mortgages, the Sec-
retary may give preference to mortgages
that are not already in the portfolios of
qualified participating entities.

(C) Risk apportionment

Agreements entered into under this sub-
section between the Secretary and a quali-
fied participating entity shall specify the
percentage of loss that each of the parties to
the agreement will assume in the event of
default of the insured or reinsured multi-
family mortgage. Such agreements shall
specify that the qualified participating enti-
ty and the Secretary shall share any loss in
accordance with the risk-sharing agreement.
(D) Reimbursement capacity

Agreements entered into under this sub-
section between the Secretary and a quali-
fied participating entity shall provide evi-
dence acceptable to the Secretary of the ca-
pacity of such entity to fulfill any reim-
bursement obligations made pursuant to this
subsection. Evidence of such capacity which
may be considered by the Secretary may in-
clude—

(i) a pledge of the full faith and credit of

a qualified participating entity to fulfill

any obligations entered into by the entity;

(ii) reserves pledged or otherwise re-
stricted by the qualified participating en-
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