PART V—HOMEOWNERSHIP ASSISTANCE

NATIONAL HOMEOWNERSHIP TRUST ACT

EXCERPT FROM CRANSTON-GONZALEZ NATIONAL AFFORDABLE
HOUSING ACT

[Public Law 101-625; 104 Stat. 4129; 42 U.S.C. 12851 et seq.]
TITLE III—-HOMEOWNERSHIP

Subtitle A—National Homeownership Trust
Demonstration

SEC. 301. [42 U.S.C. 12701 note] SHORT TITLE.

This subtitle may be cited as the “National Homeownership
Trust Act”.

SEC. 302. [42 U.S.C. 12851] NATIONAL HOMEOWNERSHIP TRUST.

(a) ESTABLISHMENT.—There is established the National Home-
ownership Trust, which shall be in the Department of Housing and
Urban Development and shall provide assistance to first-time
homebuyers in accordance with this subtitle.

(b) BoARD OF DIRECTORS.—The Trust shall be governed by a
Board of Directors, which shall be composed of—

(1) the Secretary of Housing and Urban Development, who
shall be the chairperson of the Board;

(2) the Secretary of the Treasury;

(3) the chairperson of the Board of Directors of the Federal
Deposit Insurance Corporation;

(4) the chairperson of the Federal Housing Finance Board;

(5) the chairperson of the Board of Directors of the Federal
National Mortgage Association;

(6) the chairperson of the Board of Directors of the Federal
Home Loan Mortgage Corporation; and

(7) 1 individual representing consumer interests, who shall
be appointed by the President of the United States, by and
with the advice and consent of the Senate.

(¢c) POWERS OF TRUST.—The Trust shall have the same powers as
the powers given the Government National Mortgage Association
in section 309(a) of the Federal National Mortgage Association
Charter Act (12 U.S.C. 1723a(a)).

(d) TRAVEL AND PER DiEM.—Members of the Board of Directors
shall receive no additional compensation by reason of service on the
Board, but shall be allowed travel expenses, including per diem in
lieu of subsistence, as provided for employees of the Federal Gov-
ernment or in the same manner as persons employed intermit-
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tently in the Government service are allowed under section 5703 of
title 5, United States Code, as appropriate.
(e) DIRECTOR AND STAFF.—

(1) DIRECTOR.—The Board of Directors may appoint an exec-
utive director of the Trust and fix the compensation of the ex-
ecutive director, which shall be paid from amounts in the Na-
tional Homeownership Trust Fund.

(2) STAFF.—Subject to such rules as the Board of Directors
may prescribe, the Trust may appoint and hire such staff and
provide for offices as may be necessary to carry out its duties.
The Trust may fix the compensation of the staff, which shall
lcl;e p(flid from amounts in the National Homeownership Trust

und.

SEC. 303. [42 U.S.C. 12852] ASSISTANCE FOR FIRST-TIME HOMEBUYERS.

(a) IN GENERAL.—The Trust shall provide assistance payments
for first-time homebuyers (including homebuyers buying shares in
limited equity cooperatives) in the following manners:

(1) INTEREST RATE BUYDOWNS.—Assistance payments so that
the rate of interest payable on the mortgages by the home-
buyers does not exceed 6 percent.

(2) DOWNPAYMENT ASSISTANCE.—Assistance payments to pro-
vide amounts for downpayments (including closing costs and
other costs payable at the time of closing) on mortgages for
such homebuyers.

(3) ASSISTANCE IN CONNECTION WITH MORTGAGE REVENUE
BONDS FINANCING.—Interest rate buydowns and downpayment
assistance in the manner provided in subsection (e).

(4) SECOND MORTGAGE ASSISTANCE.—Assistance payments to
provide loans (secured by second mortgages) with deferred pay-
ment of interest and principal; and !

(5) CAPITALIZATION OF REVOLVING LOAN FUNDS.—Grants to
public organizations or agencies to establish revolving loan
funds to provide homeownership assistance to eligible first-
time homebuyers consistent with the requirements of this sub-
title. Such grants shall be matched by an equal amount of local
investment in such revolving loan funds. Any proceeds or re-
payments from loans made under this paragraph shall be re-
turned to the revolving loan fund established under this para-
graph to be used for purposes related to this section.

(b) ELIGIBILITY REQUIREMENTS.—Assistance payments under this
subtitle may be made only to homebuyers and for mortgages meet-
ing the following requirements:

}(1 1) FIRST-TIME HOMEBUYER.—The homebuyer is an individual
who—

(A) (and whose spouse) has had no ownership in a prin-
cipal residence during the 3-year period ending on the date
of purchase of the property with respect to which assist-
ance payments are made under this subtitle;

(B) is a displaced homemaker who, except for owning a
home with his or her spouse or residing in a home owned
by the spouse, meets the requirements of subparagraph

(A);

1S0 in law.
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(C) is a single parent who, except for owning a home
with his or her spouse or residing in a home owned by the
spouse while married, meets the requirements of subpara-
graph (A); or

(D) meets the requirements of subparagraph (A), (B), or
(C), except for owning, as a principal residence, a dwelling
unit whose structure is—

(i) not permanently affixed to a permanent founda-
tion in accordance with local or other applicable regu-
lations; or

(i1) not in compliance with State, local, or model
building codes, or other applicable codes, and cannot
be brought into compliance with such codes for less
than the cost of constructing a permanent structure.

(2) MAXIMUM INCOME OF HOMEBUYER.—The aggregate an-
nual income of the homebuyer and the members of the family
of the homebuyer residing with the homebuyer, for the 12-
month period preceding the date of the application of the
homebuyer for assistance under this subtitle, does not exceed—

(A) 95 percent of the median income for a family of 4
persons (adjusted by family size) in the applicable metro-
politan statistical area (or such other area that the Board
of Directors determines for areas outside of metropolitan
statistical areas); or

(B) 115 percent of such median income (adjusted by fam-
ily size) in the case of an area that is subject to a high cost
area mortgage limit under title II of the National Housing
Act.

The Board of Directors shall provide for certification of such in-
come for purposes of initial eligibility for assistance payments
under this subtitle and shall provide for recertification of
homebuyers (and families of homebuyers) so assisted not less
than every 2 years thereafter.

(3) CERTIFICATION.—The homebuyer (and spouse, where ap-
plicable) shall certify that the homebuyer has made a good
faith effort to obtain a market rate mortgage and has been de-
nied because the annual income of the homebuyer and the
members of the family of the homebuyer residing with the
homebuyer is insufficient.

(4) PRINCIPAL RESIDENCE.—The property securing the mort-
gage is a single-family residence or unit in a cooperative and
is the principal residence of the homebuyer.

(5) MAXIMUM MORTGAGE AMOUNT.—The principal obligation
of the mortgage does not exceed the principal amount that
could be insured with respect to the property under the Na-
tional Housing Act.

(6) MAXIMUM INTEREST RATE.—The interest payable on the
mortgage is established at a fixed rate that does not exceed a
maximum rate of interest established by the Trust taking into
consideration prevailing interest rates on similar mortgages.

(7) RESPONSIBLE MORTGAGEE.—The mortgage has been made
to, and is held by, a mortgagee that is federally insured or that
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is otherwise approved by the Trust as responsible and able to
service the mortgage properly.

(8) MINIMUM DOWNPAYMENT.—For a first-time homebuyer to
receive downpayment assistance under subsection (a)(2), the
homebuyer shall have paid not less than 1 percent of the cost
of acquisition of the property (excluding any mortgage insur-
ance premium paid at the time the mortgage is insured), as
such cost is estimated by the Board of Directors.

(c) TERMS OF ASSISTANCE.—

(1) SECURITY.—Assistance payments under this subtitle shall
be secured by a lien on the property involved. The lien shall
be subordinate to all mortgages existing on the property on the
date on which the first assistance payment is made.

(2) REPAYMENT UPON SALE.—Assistance payments under this
subtitle shall be repayable from the net proceeds of the sale,
without interest, upon the sale of the property for which the
assistance payments are made. If the sale results in no net
proceeds or the net proceeds are insufficient to repay the
amount of the assistance payments in full, the Board of Direc-
tors shall release the lien to the extent that the debt secured
by the lien remains unpaid.

(3) REPAYMENT UPON INCREASED INCOME.—If the aggregate
annual income of the homebuyer (and family of the homebuyer)
assisted under this subtitle exceeds the applicable maximum
income allowable under subsection (b)(2) for any 2-year period
after such assistance is provided, the Board of Directors may
provide for the repayment, on a monthly basis, of all or a por-
tion of such assistance payments, based on the amount of as-
sistance provided and the income of the homebuyer (and family
of the homebuyer).

(4) REPAYMENT IF PROPERTY CEASES TO BE PRINCIPAL RESI-
DENCE.—If the property for which assistance payments are
made ceases to be the principal residence of the first-time
homebuyer (or the family of the homebuyer), the Board of Di-
rectors may provide for the repayment of all or a portion of the
assistance payments.

(5) AVAILABLE ASSISTANCE.—The Trust may make assistance
payments under paragraphs (1) and (2) of subsection (a) with
respect to a single mortgage of an eligible homebuyer.

(d) ALLOCATION FORMULA.—Amounts available in any fiscal year
for assistance under this subtitle shall be allocated for homebuyers
in each State on the basis of the need of eligible first-time home-
buyers in each State for such assistance in comparison with the
need of eligible first-time homebuyers for such assistance among all
States.

(e) ASSISTANCE IN CONNECTION WITH HOUSING FINANCED WITH
MORTGAGE REVENUE BONDS.—

(1) AutHORITY.—The Trust shall provide assistance for first-
time homebuyers in the form of interest rate buydowns and
downpayment assistance under this subsection. Such assist-
ance shall be available only with respect to mortgages for the
purchase of residences (A) financed with the proceeds of a
qualified mortgage bond (as such term is defined in section 143
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of the Internal Revenue Code of 1986), or (B) for which a credit
is allowable under section 25 of such Code.

(2) ELIGIBILITY.—To be eligible for assistance under this sub-
section, homebuyers and mortgages shall also meet the re-
quirements under subsection (b) of this section, except that—

(A) the certification under subsection (b)(3) shall not be
required for assistance under this subsection;

(B) the provisions of subsection (b)(2) shall not apply to
assistance under this section; and

(C) the aggregate income of the homebuyer and the
members of the family of the homebuyer residing with the
homebuyer, for the 12-month period preceding the date of
the application of the homebuyer for assistance under this
subsection, shall not exceed 80 percent of the median in-
come for a family of 4 persons (as adjusted for family size)
in the applicable metropolitan statistical area.

(3) LIMITATION OF ASSISTANCE.—Notwithstanding subsection
(a), assistance payments for first-time homebuyers under this
subsection shall be provided in the following manners:

(A) INTEREST RATE BUYDOWNS.—Assistance payments to
decrease the rate of interest payable on the mortgages by
the homebuyers, in an amount not exceeding—

(i) in the first year of the mortgage, 2.0 percent of
the total principal obligation of the mortgage;

(i1) in the second year of the mortgage, 1.5 percent
of the total principal obligation of the mortgage;

(iii) in the third year of the mortgage, 1.0 percent of
the total principal obligation of the mortgage; and

(iv) in the fourth year of the mortgage, 0.5 percent
of the total principal obligation of the mortgage.

(B) DOWNPAYMENT ASSISTANCE.—Assistance payments to
provide amounts for downpayments on mortgages by the
homebuyers, in an amount not exceeding 2.5 percent of the
principal obligation of the mortgage.

(3)1 AVAILABILITY.—The Trust may make assistance pay-
ments under subparagraphs (A) and (B) of paragraph (3) with
respect to a single mortgage of a homebuyer.

SEC. 304. [42 U.S.C. 12853] NATIONAL HOMEOWNERSHIP TRUST FUND.
(a) ESTABLISHMENT.—There is established in the Treasury of the
United States a revolving fund, to be known as the National Home-
ownership Trust Fund.
(b) AssETS.—The Fund shall consist of—
(1) any amount approved in appropriation Acts under section
308 for purposes of carrying out this subtitle;
(2) any amount received by the Trust as repayment for pay-
ments made under this subtitle; and
(38) any amount received by the Trust under subsection (d).
(c) UsE oF AMOUNTS.—The Fund shall, to the extent approved in
appropriations Acts, be available to the Trust for purposes of carry-
ing out this subtitle.
(d) INVESTMENT OF EXCESS AMOUNTS.—Any amounts in the Fund
determined by the Trust to be in excess of the amounts currently

1S0 in law. Probably should be designated as paragraph (4).
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required to carry out the provisions of this subtitle shall be in-
vested by the Trust in obligations of, or obligations guaranteed as
to both principal and interest by, the United States or any agency
of the United States.

(e) DEMONSTRATION PROGRAMS.—Using not more than
$20,000,000 of any amounts appropriated for the Fund under sec-
tion 308 in fiscal year 1991, the Secretary shall carry out dem-
onstration programs for combining housing activities and economic
development activities, as follows:

(1) In Milwaukee, Wisconsin, in an amount not to exceed
$4,200,000, for development, rehabilitation, and revitalization
of 2 vacant structures in a blighted minority neighborhood.

(2) In Washington, District of Columbia, in an amount not to
exceed $10,000,000, for nonprofit neighborhood-based groups to
acquire and rehabilitate vacant public and private housing for
resale or rent to low- and moderate-income families and to the
extent of and subject to engage in neighborhood-based eco-
nomic development activities.

(3) In Philadelphia, Pennsylvania, in an amount not to ex-
ceed $1,000,000, for technical assistance and organizational
support for a community development corporation that is a
city-wide public/private partnership engaged in the provision
of technical assistance to neighborhood community develop-
ment corporations.

(4) In other areas, as the Secretary may determine.

SEC. 305. [42 U.S.C. 12854] DEFINITIONS.
For purposes of this subtitle:

(1) BoARD OF DIRECTORS.—The term “Board of Directors” or
“Board” means the Board of Directors of the National Home-
ownership Trust under section 302(b).

(2) DISPLACED HOMEMAKER.—The term “displaced home-
maker” means an individual who—

(A) is an adult;

(B) has not worked full-time full-year in the labor force
for a number of years, but has during such years, worked
primarily without remuneration to care for the home and
family; and

(C) is unemployed or underemployed and is experiencing
difficulty in obtaining or upgrading employment.

(3) FUND.—The term “Fund” means the National Home-
ownership Trust Fund established in section 304.

(4) SINGLE PARENT.—The term “single parent” means an in-
dividual who—

(A) is unmarried or legally separated from a spouse; and

(B)1) has 1 or more minor children for whom the indi-
vidual has custody or joint custody; or

(i1) is pregnant.

(5) STATE.—The term “State” means the States of the United
States, the District of Columbia, the Commonwealth of Puerto
Rico, the Commonwealth of the Northern Mariana Islands,
Guam, the Virgin Islands, American Samoa, the Trust Terri-
tory of the Pacific Islands, and any other territory or posses-
sion of the United States.
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(6) TRUST.—The term “Trust” means the National Home-
ownership Trust established in section 302.

SEC. 306. [42 U.S.C. 12855] REGULATIONS.
The Board of Directors shall issue any regulations necessary to
carry out this subtitle.

SEC. 307. [42 U.S.C. 12856] REPORT.

The Board of Directors shall submit to the Congress, not later
than the expiration of the 90-day period beginning on the date of
the termination of the Trust under section 310, a report containing
a description of the activities of the Trust and an analysis of the
effectiveness of the Trust in assisting first-time homebuyers.

SEC. 308. [42 U.S.C. 12857] AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated for assistance payments
under this subtitle $520,665,600 for fiscal year 1993 and
$542,533,555 for fiscal year 1994, of which such sums as may be
necessary shall be available in each such fiscal year for use under
section 303(e). Any amount appropriated under this section shall be
deposited in the Fund and shall remain available until expended,
subject to the provisions of section 311.1

SEC. 309. [42 U.S.C. 12858] TRANSITION.

(a) AUTHORITY OF SECRETARY.—Upon the termination of the
Trust as provided in section 310, the Secretary of Housing and
Urban Development shall exercise any authority of the Board of Di-
rectors and the Trust in accordance with the provisions of this sub-
title as may be necessary to provide for the conclusion of the out-
standing affairs of the Trust.

(b) APPLICABILITY OF TRUST PROVISIONS.—Any assistance under
this subtitle shall, after termination of the Trust, be subject to the
provisions of this subtitle that would have applied to such assist-
ance if the termination had not occurred.

(¢) CERTIFICATION OF FUND TO TREASURY.—Upon a determina-
tion by the Secretary of Housing and Urban Development that the
National Homeownership Trust Fund is no longer necessary, the
Secretary shall certify any amounts remaining in the Fund to the
Secretary of the Treasury and the Secretary of the Treasury shall
deposit into the general fund of the Treasury as miscellaneous re-
ceipts any amounts remaining in the Fund.

SEC. 310. [42 U.S.C. 12859] TERMINATION.
The Trust shall terminate on September 30, 1994.

Subtitle B—FHA and Secondary Mortgage Market

* k *k & * k &

1S0 in law. Probably intended to refer to section 309.
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EXCERPTS FROM CRANSTON-GONZALEZ NATIONAL AFFORDABLE
HOUSING ACT

[Public Law 101-625; 104 Stat. 4148; 42 U.S.C. 12870 et seq.]

TITLE IV—HOMEOWNERSHIP AND OPPOR-
TUNITY FOR PEOPLE EVERYWHERE PRO-
GRAMS

SEC. 401. [42 U.S.C. 1437aaa note] SHORT TITLE.

This title may be cited as the “Homeownership and Oppor-
tunity Through HOPE Act”.

SEC. 402. [42 U.S.C. 12870] AUTHORIZATION OF APPROPRIATIONS.

(a) FiscAL YEAR 1993.—There are authorized to be appro-
priated for grants under this title $855,000,000 for fiscal year 1993,
of which—

(1) $285,000,000 shall be available for activities authorized
under title III of the United States Housing Act of 1937, of
which up to $4,500,000 of any amounts appropriated may be
made available for technical assistance to potential applicants,
applicants and recipients of assistance under this title;1

(2) $285,000,000 shall be available for activities authorized
under subtitle B, of which up to $3,250,000 of any amounts ap-
propriated may be made available for technical assistance to
potential applicants, applicants and recipients of assistance
under this subtitle;2 and

(3) $285,000,000 shall be available for activities under sub-
title C, of which up to $2,250,000 of any amounts appropriated
may be made available for technical assistance to potential ap-
plilcarglts, applicants and recipients of assistance under this sub-
title.

Of the amounts appropriated pursuant to this subsection, up to
$40,000,000, but not less than 5 percent, shall be available for ac-
tivities authorized under subtitle D. Any amount appropriated pur-
suant to this subsection shall remain available until expended.

(b) FiscaAL YEAR 1994.—There are authorized to be appro-
priated for grants under this title $883,641,000 for fiscal year 1994,
of which—

(1) $294,547,000 shall be available for activities authorized
under title III of the United States Housing Act of 1937, up to
$4,500,000 of which may be made available for technical assist-

1Probably should refer to “such title”, i.e., title III of the United States Housing Act of 1937.

2Probably should refer to “such subtitle”, i.e., subtitle B of title IV of the Cranston-Gonzalez
National Affordable Housing Act.

3 Probably should refer to “such subtitle”, i.e., subtitle C of title IV of the Cranston-Gonzalez
National Affordable Housing Act.
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ance to potential applicants, applicants and recipients of assist-

ance under this title;?!

(2) $294,547,000 shall be available for activities authorized
under subtitle B, up to $3,250,000 of which may be made avail-
able for technical assistance to potential applicants, applicants
and recipients of assistance under this subtitle;2 and

(3) $294,547,000 shall be available for activities under sub-
title C, up to $2,250,000 of which may be made available for
technical assistance to potential applicants, applicants and re-
cipients of assistance under this subtitle. 3

Of the amounts appropriated pursuant to this subsection, up to
$41,680,000, but not less than 5 percent, shall be available for ac-
tivities authorized under subtitle D. Any amount appropriated pur-
suant to this subsection shall remain available until expended.

(c) TECHNICAL ASSISTANCE.—Technical assistance made avail-
able under title III of the United States Housing Act of 1937 or
subtitle B or subtitle C of this title may include, but shall not be
limited to, training, clearinghouse services, the collection, process-
ing and dissemination of program information useful for local and
national program management, and provision of seed money. Such
technical assistance may be made available directly, or indirectly
under contracts and grants, as appropriate. In any fiscal year, no
single applicant, potential applicant, or recipient under title III of
the United States Housing Act of 1937, or subtitle B or subtitle C
of this title may receive technical assistance in an amount exceed-
ing 20 percent of the total amount made available for technical as-
sistance under such title or subtitle for the fiscal year.

Subtitle A—HOPE for Public and Indian Housing
Homeownership

SEC. 411. HOPE FOR PUBLIC AND INDIAN HOUSING HOMEOWNERSHIP.
The United States Housing Act of 1937 is amended by adding
at the end the following new title:

“TITLE III14+—HOPE FOR PUBLIC AND INDIAN
HOUSING HOMEOWNERSHIP

* * *k & * * *k

Subtitle B—HOPE for Homeownership of
Multifamily Units

SEC. 421. [42 U.S.C. 12871] PROGRAM AUTHORITY.
(a) IN GENERAL.—The Secretary is authorized to make—

1Probably should refer to “such title”, i.e., title III of the United States Housing Act of 1937.

2Probably should refer to “such subtitle”, i.e., subtitle B of title IV of the Cranston-Gonzalez
National Affordable Housing Act.

3 Probably should refer to “such subtitle”, i.e., subtitle C of title IV of the Cranston-Gonzalez
National Affordable Housing Act.

4Title III of the United States Housing Act of 1937, 42 U.S.C. 2437aaa et seq., contains the
HOPE for public and Indian housing homeownership provisions and is set forth in part II of
this compilation.
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(1) planning grants to enable applicants to develop home-
ownership programs; and

(2) implementation grants to enable applicants to carry out
homeownership programs.

(b) AUTHORITY TO RESERVE HOUSING ASSISTANCE.—In connec-
tion with a grant under this subtitle, the Secretary may reserve au-
thority to provide assistance under section 8 of the United States
Housing Act of 1937 to the extent necessary to provide rental as-
sistance for a nonpurchasing tenant who resides in the project on
the date the Secretary approves the application for an implementa-
tion grant, for use by the tenant in another project.

SEC. 422. [42 U.S.C. 12872] PLANNING GRANTS.

(a) GRANTS.—The Secretary is authorized to make planning
grants to applicants for the purpose of developing homeownership
programs under this subtitle. The amount of a planning grant
under this section may not exceed $200,000, except that the Sec-
retary may for good cause approve a grant in a higher amount.

(b) ELIGIBLE ACTIVITIES.—Planning grants may be used for ac-
tivities to develop homeownership programs (which may include
programs for cooperative ownership), including—

(1) development of resident management corporations and
resident councils;

(2) training and technical assistance of applicants related
to the development of a specific homeownership program,;

(3) studies of the feasibility of a homeownership program,;

(4) inspection for lead-based paint hazards, as required by
Zection 302(a) of the Lead-Based Paint Poisoning Prevention

ct;

(5) preliminary architectural and engineering work;

(6) tenant and homebuyer counseling and training;

(7) planning for economic development, job training, and
self-sufficiency activities that promote economic self-sufficiency
for homebuyers and homeowners under the homeownership
program;

(8) development of security plans; and

(9) preparation of an application for an implementation
grant under this subtitle.

(c) APPLICATION.—

(1) FORM AND PROCEDURES.—AnN application for a planning
grant shall be submitted by an applicant in such form and in
iacc}:lordance with such procedures as the Secretary shall estab-
ish.

(2) MINIMUM REQUIREMENTS.—The Secretary shall require
that an application contain at a minimum—

(A) a request for a planning grant, specifying the ac-
tivities proposed to be carried out, the schedule for com-
pleting the activities, the personnel necessary to complete
the activities, and the amount of the grant requested;

(B) a description of the applicant and a statement of
its qualifications;

(C) identification and description of the eligible prop-
erty involved, and a description of the composition of the
tenants, including family size and income;
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(D) a certification by the public official responsible for
submitting the comprehensive housing affordability strat-
egy under section 105 of the Cranston-Gonzalez National
Affordable Housing Act that the proposed activities are
consistent with the approved housing strategy of the State
or unit of general local government within which the
project is located (or, during the first 12 months after en-
actment of this Act,! that the application is consistent with
such other existing State or local housing plan or strategy
that the Secretary shall determine to be appropriate); and

(E) a certification that the applicant will comply with
the requirements of the Fair Housing Act, title VI of the
Civil Rights Act of 1964, section 504 of the Rehabilitation
Act of 1973, and the Age Discrimination Act of 1975, and
will affirmatively further fair housing.

(d) SELECTION CRITERIA.—The Secretary shall, by regulation,
establish selection criteria for a national competition for assistance
under this section, which shall include—

(1) the qualifications or potential capabilities of the appli-
cant;

(2) the extent of tenant interest in the development of a
homeownership program for the property;

(3) the potential of the applicant for developing a success-
ful and affordable homeownership program and the suitability
of the property for homeownership;

(4) national geographic diversity among housing for which
applicants are selected to receive assistance; and

(5) such other factors that the Secretary shall require that
(in the determination of the Secretary) are appropriate for pur-
poses of carrying out the program established by this subtitle
in an effective and efficient manner.

SEC. 423. [42 U.S.C. 12873] IMPLEMENTATION GRANTS.

(a) GRANTS.—The Secretary is authorized to make implementa-
tion grants to applicants for the purpose of carrying out home-
ownership programs approved under this subtitle.

(b) ELIGIBLE ACTIVITIES.—Implementation grants may be used
for activities to carry out homeownership programs (including pro-
grams for cooperative ownership), including the following activities:

(1) Architectural and engineering work.

(2) Acquisition of the eligible property for the purpose of
transferring ownership to eligible families in accordance with
a homeownership program that meets the requirements under
this subtitle.

(3) Rehabilitation of any property covered by the home-
ownership program, in accordance with standards established
by the Secretary.

(4) Abatement of lead-based paint hazards, as required by
Xection 302(a) of the Lead-Based Paint Poisoning Prevention

ct.

(5) Administrative costs of the applicant, which may not
exceed 15 percent of the amount of the assistance provided
under this section.

1The date of enactment was November 28, 1990.
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(6) Development of resident management corporations and
resident management councils, but only if the applicant has
not received assistance under section 322 for such activities.

(7) Counseling and training of homebuyers and home-
owners under the homeownership program.

(8) Relocation of tenants who elect to move.

(9) Any necessary temporary relocation of tenants during
rehabilitation.

(10) Planning for establishment of for- or not-for-profit
small businesses by or on behalf of residents, job training, and
other activities that promote economic self-sufficiency of home-
buyers and homeowners of the property covered by the home-
ownership program and economic development of the neighbor-
hood.

(11) Funding of operating expenses and replacement re-
serves of the property covered by the homeownership program.

(12) Legal fees.

(13) Defraying costs for the ongoing training needs of the
recipient that are related to developing and carrying out the
homeownership program.

(14) Economic development activities that promote eco-
nomic self-sufficiency of homebuyers, residents, and home-
owners under the homeownership program.

(c) MATCHING FUNDING.—

(1) IN GENERAL.—Each recipient shall assure that con-
tributions equal to not less than 33 percent of the grant
amounts made available under this section, excluding any
amounts provided for post-sale operating expense, shall be pro-
vided from non-Federal sources to carry out the homeowner-
ship program.

(2) FORM.—Such contributions may be in the form of—

(A) cash contributions from non-Federal resources,
which may not include funds from a grant made under sec-
tion 106(b) or section 106(d) of the Housing and Commu-
nity Development Act of 1974;

(B) payment of administrative expenses, as defined by
the Secretary, from non-Federal resources, including funds
from a grant made under section 106(b) or section 106(d)
of the Housing and Community Development Act of 1974;

(C) the value of taxes, fees, or other charges that are
normally and customarily imposed but are waived, fore-
gone, or deferred in a manner that facilitates the imple-
mentation of a homeownership program assisted under
this subtitle;

(D) the value of land or other real property as ap-
praised according to procedures acceptable to the Sec-
retary;

(E) the value of investment in on-site and off-site in-
frastructure required for a homeownership program as-
sisted under this subtitle; or

(F) such other in-kind contributions as the Secretary
may approve.



709

HOPE HOMEOWNERSHIP PROGRAMS Sec. 423

Contributions for administrative expenses shall be recognized
only up to an amount equal to 7 percent of the total amount
of grants made available under this section.

(d) APPLICATION.—

(1) FORM AND PROCEDURE.—An application for an imple-

mentation grant shall be submitted by an applicant in such
form and in accordance with such procedures as the Secretary
shall establish.

(2) MINIMUM REQUIREMENTS.—The Secretary shall require

that an application contain at a minimum—

(A) a request for an implementation grant, specifying
the amount of the grant requested and its proposed uses;

(B) if applicable, an application for assistance under
section 8 of the United States Housing Act of 1937, specify-
ing the proposed uses of such assistance and the period
during which the assistance will be needed;

(C) a description of the qualifications and experience
of the applicant in providing low-income housing;

(D) a description of the proposed homeownership pro-
gram, consistent with section 3241 and the other require-
ments of this subtitle, specifying the activities proposed to
be carried out and their estimated costs, identifying rea-
sonable schedules for carrying it out, and demonstrating
the program will comply with the affordability require-
ments under section 324(b);?!

(E) identification and description of the property in-
volved, and a description of the composition of the tenants,
including family size and income;

(F) a description of and commitment for the resources
that are expected to be made available to provide the
matching funding required under subsection (¢) and of
other resources that are expected to be made available in
support of the homeownership program;

(G) identification and description of the financing pro-
posed for any (i) rehabilitation and (ii) acquisition (I) of the
property, by an entity for transfer to eligible families, and
(II) by eligible families of ownership interests in, or shares
representing, units in the project;

(H) the proposed sales price, the basis for such price
determination, and terms to an entity, if any, that will
purchase the property for resale to eligible families;

(I) the proposed sales prices, if any, and terms to eligi-
ble families;

(J) any proposed restrictions on the resale of units
under a homeownership program;

(K) identification and description of the entity that
will operate and manage the property;

(L) a certification by the public official responsible for
submitting the comprehensive housing affordability strat-
egy under section 105 of the Cranston-Gonzalez National
Affordable Housing Act that the proposed activities are
consistent with the approved housing strategy of the State

1S0 in law. Probably intended to refer to section 424.
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or unit of general local government within which the

project is located (or, during the first 12 months after en-

actment of this Act,! that the application is consistent with
such other existing State or local housing plan or strategy
that the Secretary shall determine to be appropriate); and

(M) a certification that the applicant will comply with
the requirements of the Fair Housing Act, title VI of the

Civil Rights Act of 1964, section 504 of the Rehabilitation

Act of 1973, and the Age Discrimination Act of 1975, and

will affirmatively further fair housing.

(d)2 SELECTION CRITERIA.—The Secretary shall establish selec-
tion criteria for assistance under this section, which shall include—

(1) the qualifications or potential capabilities of the appli-
cant;

(2) the feasibility of the homeownership program;

(3) the extent of tenant interest in the development of a
homeownership program for the property;

(4) the potential for developing an affordable homeowner-
ship program and the suitability of the property for home-
ownership;

(5) national geographic diversity among housing for which
applicants are selected to receive assistance;

(6) the extent to which a sufficient supply of affordable
rental housing of the type assisted under this title exists in the
locality, so that the implementation of the homeownership pro-
gram will not appreciably reduce the number of such rental
units available to residents currently residing in such units or
eligible for residency in such units; and

(7) such other factors as the Secretary determines to be ap-
propriate for purposes of carrying out the program established
by the subtitle in an effective and efficient manner.

(e)3 APPROVAL.—The Secretary shall notify each applicant, not
later than 6 months after the date of the submission of the applica-
tion, whether the application is approved or not approved. The Sec-
retary may approve the application for an implementation grant
with a statement that the application for the section 8 assistance
for residents of the project not purchasing units is conditionally ap-
proved, subject to the availability of appropriations in subsequent
fiscal years.

SEC. 424. [‘%V2[EII\JITSSC 12874] HOMEOWNERSHIP PROGRAM REQUIRE-

(a) IN GENERAL.—A homeownership program under this sub-
title shall provide for acquisition by eligible families of ownership
interest in, or shares representing, the units in an eligible property
under any arrangement determined by the Secretary to be appro-
priate, such as cooperative ownership (including limited equity co-
operative ownership) and fee simple ownership (including con-
dominium ownership), for occupancy by the eligible families.

(b) AFFORDABILITY.—A homeownership program under this
subtitle shall provide for the establishment of sales prices (includ-

1The date of enactment was November 28, 1990.
2So in law. Probably should be designated as subsection (e).
3So in law. Probably should be designated as subsection (f).
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ing principal, insurance, taxes, and interest and closing costs) for
initial acquisition of the property, and for sales to eligible families,
such that the eligible family shall not be required to expend more
than 30 percent of the adjusted income of the family per month to
complete a sale under the homeownership program.

(¢) PLAN.—A homeownership program under this subtitle shall
provide, and include a plan, for—

(1) identifying and selecting eligible families to participate
in the homeownership program,;

(2) providing relocation assistance to families who elect to
move;

(3) ensuring continued affordability by tenants, home-
buyers, and homeowners in the property; and

(4) providing ongoing training and counseling for home-
buyers and homeowners.

(d) ACQUISITION AND REHABILITATION LIMITATION.—Acquisition
or rehabilitation of a property under a homeownership program
under this subtitle may not consist of acquisition or rehabilitation
of less than all of the units in the property. The provisions of this
subsection may be waived upon a finding by the Secretary that the
sale of less than all the buildings in a project is feasible and will
not result in a hardship to any tenants of the project who are not
included in the homeownership program.

(e) FINANCING.—

(1) IN GENERAL.—The application shall identify and de-

scribe the proposed financing for (A) any rehabilitation, and (B)

acquisition (i) of the project, where applicable, by an entity for

transfer to eligible families, and (ii) by eligible families of own-
ership interests in, or shares representing, units in the project.

Financing may include use of the implementation grant, sale

for cash, or other sources of financing (subject to applicable re-

quirements), including conventional mortgage loans and mort-
gage loans insured under title IT of the National Housing Act.

(2) PROHIBITION AGAINST PLEDGES.—Property transferred
under this subtitle shall not be pledged as collateral for debt
or otherwise encumbered except when the Secretary deter-
mines that—

(A) such encumbrance will not threaten the long-term
availability of the property for occupancy by low-income
families;

(B) neither the Federal Government nor the public
housing agency will be exposed to undue risks related to
?ction that may have to be taken pursuant to paragraph
3);

(C) any debt obligation can be serviced from project in-
come, including operating assistance; and
(D) the proceeds of such encumbrance will be used
only to meet housing standards in accordance with sub-
section (f) or to make such additional capital improve-
ments as the Secretary determines to be consistent with
the purposes of this subtitle.

(3) OPPORTUNITY TO CURE.—Any lender that provides fi-
nancing in connection with a homeownership program under
this subtitle shall give the public housing agency, resident
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management corporation, individual owner, or other appro-

priate entity a reasonable opportunity to cure a financial de-

fault before foreclosing on the property, or taking other action

as a result of the default.

(f) HOUSING QUALITY STANDARDS.—The application shall in-
clude a plan ensuring that the unit—

(1) will be free from any defects that pose a danger to
health or safety before transfer of an ownership interest in, or
shares representing, a unit to an eligible family; and

(2) will, not later than 2 years after the transfer to an eli-
gible family, meet minimum housing standards established by
the Secretary for the purpose of this title.

(g) PROTECTION OF NONPURCHASING FAMILIES.—

(1) IN GENERAL.—No tenant residing in a dwelling unit in
a property on the date the Secretary approves an application
for an implementation grant may be evicted by reason of a
homeownership program approved under this subtitle.

(2) RENTAL ASSISTANCE.—If a tenant decides not to pur-
chase a unit, or is not qualified to do so, the Secretary shall,
subject to the availability of appropriations, ensure that rental
assistance under section 81 is available for use by each other-
wise qualified tenant in that or another property.

(3) RELOCATION ASSISTANCE.—The recipient shall also in-
form each such tenant that if the tenant chooses to move, the
recipient will pay relocation assistance in accordance with the
approved homeownership program.

SEC. 425. [42 U.S.C. 12875] OTHER PROGRAM REQUIREMENTS.

(a) PREFERENCES.—In selecting eligible families for home-
ownership, the recipient shall give a first preference to otherwise
qualified current tenants and a second preference to otherwise
qualified eligible families who have completed participation in an
economic self-sufficiency program specified by the Secretary.

(b) CosT LIMITATIONS.—The Secretary may establish cost limi-
tations on eligible activities under this subtitle, subject to the pro-
visions of this subtitle.

(c) UseE oF PROCEEDS FrROM SALES TO ELIGIBLE FAMILIES.—The
entity that transfers ownership interests in, or shares representing,
units to eligible families, or another entity specified in the ap-
proved application, shall use the proceeds, if any, from the initial
sale for costs of the homeownership program, including operating
expenses, improvements to the project, business opportunities for
low-income families, supportive services related to the homeowner-
ship program, additional homeownership opportunities, and other
activities approved by the Secretary.

(d) RESTRICTIONS ON RESALE BY HOMEOWNERS.—

(1) IN GENERAL.—

(A) TRANSFER PERMITTED.—A homeowner under a
homeownership program may transfer the homeowner’s
ownership interest in, or shares representing, the unit, ex-
cept that a homeownership program may establish restric-
tions on the resale of units under the program.

1Probably intended to refer to section 8 of the United States Housing Act of 1937.
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(B) RIGHT TO PURCHASE.—Where a resident manage-
ment corporation, resident council, or cooperative has ju-
risdiction over the unit, the corporation, council, or cooper-
ative shall have the right to purchase the ownership inter-
est in, or shares representing, the unit from the home-
owner for the amount specified in a firm contract between
the homeowner and a prospective buyer. If such an entity
does not have jurisdiction over the unit or elects not to
purchase and if the prospective buyer is not a low-income
family, the public housing agency or the implementation
grant recipient shall have the right to purchase the owner-
ship interest in, or shares representing, the unit for the
same amount.

(C) PROMISSORY NOTE REQUIRED.—The homeowner
shall execute a promissory note equal to the difference be-
tween the market value and the purchase price, payable to
the public housing agency or other entity designated in the
homeownership plan, together with a mortgage securing
the obligation of the note.

(2) 6 YEARS OR LESS.—In the case of a transfer within 6
years of the acquisition under the program, the homeowner-
ship program shall provide for appropriate restrictions to as-
sure that an eligible family may not receive any undue profit.
The plan shall provide for limiting the family’s consideration
for its interest in the property to the total of—

(A) the contribution to equity paid by the family;

(B) the value, as determined by such means as the
Secretary shall determine through regulation, of any im-
provements installed at the expense of the family during
the family’s tenure as owner; and

(C) the appreciated value determined by an inflation
allowance at a rate which may be based on a cost-of-living
index, an income index, or market index as determined by
the Secretary through regulation and agreed to by the pur-
chaser and the entity that transfers ownership interests
in, or shares representing, units to eligible families (or an-
other entity specified in the approved application), at the
time of initial sale, and applied against the contribution to
equity.

Such an entity may, at the time of initial sale, enter into an
agreement with the family to set a maximum amount which
this appreciation may not exceed.

(3) 620 YEARS.—In the case of a transfer during the pe-
riod beginning 6 years after the acquisition and ending 20
years after the acquisition, the homeownership program shall
provide for the recapture by the Secretary or the program of
an amount equal to the amount of the declining balance on the
note described in paragraph (1)(C).

(4) USE OF RECAPTURED FUNDS.—Fifty percent of any por-
tion of the net sales proceeds that may not be retained by the
homeowner under the plan approved pursuant to this sub-
section shall be paid to the entity that transferred ownership
interests in, or shares representing, units to eligible families,
or another entity specified in the approved application, for use
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for improvements to the project, business opportunities for low-

income families, supportive services related to the homeowner-

ship program, additional homeownership opportunities, and

other activities approved by the Secretary. The remaining 50

percent shall be returned to the Secretary for use under this

subtitle, subject to limitations contained in appropriations

Acts. Such entity shall keep and make available to the Sec-

retary all records necessary to calculate accurately payments

due the Secretary under this subsection.

(e) THIRD PARTY RIGHTS.—The requirements under this sub-
title regarding quality standards, resale, or transfer of the owner-
ship interest of a homeowner shall be judicially enforceable against
the grant recipient with respect to actions involving rehabilitation,
and against purchasers of property under this subsection or their
successors in interest with respect to other actions by affected low-
income families, resident management corporations, resident coun-
cils, public housing agencies, and any agency, corporation, or au-
thority of the United States Government. The parties specified in
the preceding sentence shall be entitled to reasonable attorney fees
upon prevailing in any such judicial action.

(f) DoLLAR LIMITATION ON EcoNOMIC DEVELOPMENT ACTIVI-
TIES.—Not more than an aggregate of $250,000 from amounts
made available under sections 422 and 423 may be used for eco-
nomic development activities under sections 422(b)(6) and
423(b)(9) 1 for any project.

(g) TIMELY HOMEOWNERSHIP.—Recipients shall transfer owner-
ship of the property to tenants within a specified period of time
that the Secretary determines to be reasonable. During the interim
period when the property continues to be operated and managed as
rental housing, the recipient shall utilize written tenant selection
policies and criteria that are approved by the Secretary as consist-
ent with the purpose of improving housing opportunities for low-in-
come families. The recipient shall promptly notify in writing any
rejected applicant of the grounds for any rejection.

(h) RECORDS AND AUDIT OF RECIPIENTS OF ASSISTANCE.—

(1) IN GENERAL.—Each recipient shall keep such records as
may be reasonably necessary to fully disclose the amount and
the disposition by such recipient of the proceeds of assistance
received under this subtitle (and any proceeds from financing
obtained or sales under subsections (c) and (d)), the total cost
of the homeownership program in connection with which such
assistance is given or used, and the amount and nature of that
portion of the program supplied by other sources, and such
other sources as will facilitate an effective audit.

(2) ACCESS BY THE SECRETARY.—The Secretary shall have
access for the purpose of audit and examination to any books,
documents, papers, and records of the recipient that are perti-
nent to assistance received under this subtitle.

(3) ACCESS BY THE COMPTROLLER GENERAL.—The Comp-
troller General of the United States, or any of the duly author-
ized representatives of the Comptroller General, shall also
have access for the purpose of audit and examination to any

1S0 in law. Probably intended to refer to sections 422(b)(7) and 423(b)(10).
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books, documents, papers, and records of the recipient that are

pertinent to assistance received under this subtitle.

(i) CERTAIN ENTITIES NOT ELIGIBLE.—Any entity that assumes,
as determined by the Secretary, a mortgage covering eligible prop-
erty in connection with the acquisition of the property from an
owner under this section must comply with any low-income afford-
ability restrictions for the remaining term of the mortgage. This re-
quirement shall only apply to an entity, such as a cooperative asso-
ciation, that, as determined by the Secretary, intends to own the
housing on a permanent basis.

SEC. 426. [42 U.S.C. 128761 DEFINITIONS.
For purposes of this subtitle:
(1) The term “applicant” means the following entities that
may represent the tenants of the housing:

(A) A resident management corporation established in
accordance with the requirements of the Secretary under
section 20 of the United States Housing Act of 1937.

(B) A resident council.

(C) A cooperative association.

(D) A public or private nonprofit organization.

(E) A public body (including an agency or instrumen-
tality thereof).

(F) A public housing agency (including an Indian hous-
ing authority).

(&) A mutual housing association.

(2) The term “eligible family” means a family or
individual—

(A) who is a tenant of the eligible property on the date
the Secretary approves an implementation grant; or

(B) whose income does not exceed 80 percent of the
median income for the area, as determined by the Sec-
retary with adjustments for smaller and larger families.

(3) The term “eligible property” means a multifamily rent-
al property, containing 5 or more units, that is—

(A) owned or held by the Secretary;

(B) financed by a loan or mortgage held by the Sec-
retary or insured by the Secretary;

(C) determined by the Secretary to have serious phys-
ical or financial problems under the terms of an insurance
or loan program administered by the Secretary; or

(D) owned or held by the Secretary of Agriculture, the
Resolution Trust Corporation, the Federal Deposit Insur-
ance Corporation, the Secretary of Defense, the Secretary
of Transportation, the General Services Administration,
any other Federal agency, or a State or local government
or an agency or instrumentality thereof.

(4) The term “homeownership program” means a program
for homeownership under this subtitle.
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(5) The term “Indian housing authority” has the meaning
given such term in section 3(b)(11)! of the United States Hous-
ing Act of 1937.

(6) The term “low-income family” has the meaning given
s1f1ch term in section 3(b)(2) of the United States Housing Act
of 1937.

(7) The term “public housing agency” has the meaning
given such term in section 3(b)(6) of the United States Housing
Act of 1937.

(8) The term “recipient” means an applicant approved to
receive a grant under this title or such other entity specified
in the approved application that will assume the obligations of
the recipient under this subtitle.

(9) The term “resident council” means any incorporated
nonprofit organization or association that—

(A) 1s representative of the tenants of the housing;

(B) adopts written procedures providing for the elec-
tion of officers on a regular basis; and

(C) has a democratically elected governing board,
elected by the tenants of the housing.

(10) The term “Secretary” means the Secretary of Housing
and Urban Development.

SEC. 427. [42 U.S.C. 12877] EXEMPTION.
Eligible property covered by a homeownership program ap-
proved under this subtitle shall not be subject to—
(1) the Low-Income Housing Preservation and Resident
Homeownership Act of 1990, or
(2) the requirements of section 203 of the Housing and
Community Development Amendments of 1978 applicable to
the sale of projects either at foreclosure or after acquisition by
the Secretary.

SEC. 428. [42 U.S.C. 12878] LIMITATION ON SELECTION CRITERIA.

In establishing criteria for selecting applicants to receive as-
sistance under this subtitle, the Secretary may not establish any
selection criterion or criteria that grant or deny such assistance to
an applicant (or have the effect of granting or denying assistance)
based on the implementation, continuation, or discontinuation of
any public policy, regulation, or law of any jurisdiction in which the
applicant or project is located.

SEC. 429. AMENDMENT TO NATIONAL HOUSING ACT.

Section 203(b)(9) of the National Housing Act (12 U.S.C.
1709(b)(9)) is amended by inserting after “Housing Act of 1961,”
the following: * * *

SEC. 430. [42 U.S.C. 12879] IMPLEMENTATION.

Not later than the expiration of the 180-day period beginning
on the date that funds authorized under this subtitle first become
available for obligation, the Secretary shall by notice establish such
requirements as may be necessary to carry out the provisions of
this subtitle. Such requirements shall be subject to section 553 of
title 5, United States Code. The Secretary shall issue regulations

1S0 in law. Section 501(b)(1)(D) of Public Law 104-330(110 Stat. 4042) strikes 3(b)(11) of the
United States Housing Act of 1937.
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based on the initial notice before the expiration of the 8-month pe-
riod beginning on the date of the notice.

SEC. 431. [42 U.S.C. 128801 REPORT.
The Secretary shall no later than December 31, 1995, submit
to the Congress a report setting forth—

(1) the number, type and cost of eligible properties trans-
ferred pursuant to this subtitle;

(2) the income, race, gender, children and other character-
istics of families participating (or not participating) in home-
ownership programs funded under this subtitle;

(3) the amount and type of financial assistance provided
under and in conjunction with this subtitle;

(4) the amount of financial assistance provided under this
subtitle that was needed to ensure continued affordability and
meet future maintenance and repair costs; and

(5) the recommendations of the Secretary for statutory and
regulatory improvements to the program.

Subtitle C—HOPE for Homeownership of Single
Family Homes

SEC. 441. [42 U.S.C. 12891] PROGRAM AUTHORITY.
The Secretary is authorized to make—
(1) planning grants to help applicants develop homeowner-
ship programs in accordance with this subtitle; and
(2) implementation grants to enable applicants to carry out
homeownership programs in accordance with this subtitle.

SEC. 442. [42 U.S.C. 12892] PLANNING GRANTS.

(a) GRANTS.—The Secretary is authorized to make planning
grants to applicants for the purpose of developing homeownership
programs under this subtitle. The amount of a planning grant
under this section may not exceed $200,000, except that the Sec-
retary may for good cause approve a grant in a higher amount.

(b) ELIGIBLE ACTIVITIES.—Planning grants may be used for ac-
tivities to develop homeownership programs (which may include
programs for cooperative ownership), including—

(1) identifying eligible properties;

(2) training and technical assistance of applicants related
to the development of a specific homeownership program;

(3) studies of the feasibility of specific homeownership
programs;

(4) inspection for lead-based paint hazards, as required by
Xection 302(a) of the Lead-Based Paint Poisoning Prevention

ct;

(5) preliminary architectural and engineering work;

(6) homebuyer counseling and training;

(7) planning for economic development, job training, and
self-sufficiency activities that promote economic self-sufficiency
for homebuyers and homeowners under the homeownership
program;

(8) development of security plans; and

(9) preparation of an application for an implementation
grant under this subtitle.
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(c) APPLICATION.—

(1) FORM AND PROCEDURES.—An application for a planning
grant shall be submitted by an applicant in such form and in
accordance with such procedures as the Secretary shall es-
tablish.

(2) MINIMUM REQUIREMENTS.—The Secretary shall require
that an application contain at a minimum—

(A) a request for a planning grant, specifying the ac-
tivities proposed to be carried out, the schedule for com-
pleting the activities, the personnel necessary to complete
the activities, and the amount of the grant requested;

(B) a description of the applicant and a statement of
its qualifications;

(C) identification and description of the eligible prop-
erties likely to be involved, and a description of the com-
position of the potential homebuyers and residents of the
areas in which such eligible properties are located, includ-
ing family size and income;

(D) a certification by the public official responsible for
submitting the comprehensive housing affordability strat-
egy under section 105 of the Cranston-Gonzalez National
Affordable Housing Act that the proposed activities are
consistent with the approved housing strategy of the State
or unit of general local government within which the
project is located (or, during the first 12 months after en-
actment of this Act,! that the application is consistent with
such other existing State or local housing plan or strategy
that the Secretary shall determine to be appropriate); and

(E) a certification that the applicant will comply with
the requirements of the Fair Housing Act, title VI of the
Civil Rights Act of 1964, section 504 of the Rehabilitation
Act of 1973, and the Age Discrimination Act of 1975, and
will affirmatively further fair housing.

(d) SELECTION CRITERIA.—The Secretary shall, by regulation,
establish selection criteria for a national competition for assistance
under this section, which shall include—

(1) the qualifications or potential capabilities of the appli-
cant;

(2) the extent of interest in the development of a home-
ownership program,;

(3) the potential of the applicant for developing a success-
ful and affordable homeownership program and the availability
and suitability of eligible properties in the applicable geo-
graphic area with respect to the application;

(4) national geographic diversity among housing for which
applicants are selected to receive assistance; and

(5) such other factors that the Secretary shall require that
(in the determination of the Secretary) are appropriate for pur-
poses of carrying out the program established by this subtitle
in an effective and efficient manner.

1The date of enactment was November 28, 1990.
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SEC. 443. [42 U.S.C. 12893] IMPLEMENTATION GRANTS.

(a) GRANTS.—The Secretary is authorized to make implementa-
tion grants to applicants for the purpose of carrying out home-
ownership programs approved under this subtitle.

(b) ELIGIBLE ACTIVITIES.—Implementation grants may be used
for activities to carry out homeownership programs (which may in-
clude programs for cooperative ownership), including the follow-
ing activities:

(1) Architectural and engineering work.

(2) Acquisition of the property for the purpose of transfer-
ring ownership to eligible families in accordance with a home-
ownership program meeting the requirements of this subtitle.

(3) Rehabilitation of the property covered by the home-
ownership program, in accordance with standards established
by the Secretary.

(4) Abatement of lead-based paint hazards, as required by
section 302(a) of the Lead-Based Paint Poisoning Prevention
Act.

(5) Administrative costs of the applicant, which may not
exceed 15 percent of the amount of assistance provided under
this section.

(6) Counseling and training of homebuyers and home-
owners under the homeownership program.

(7) Relocation of eligible families who elect to move.

(8) Any necessary temporary relocation of homebuyers dur-
ing rehabilitation.

(9) Legal fees.

(10) Defraying costs for the ongoing training needs of the
recipient that are related to developing and carrying out the
homeownership program.

(11) Economic development activities that promote eco-
nomic self-sufficiency of homebuyers and homeowners under
the homeownership program.

(¢) MATCHING FUNDING.—

(1) IN GENERAL.—Each recipient shall assure that con-
tributions equal to not less than 25 percent of the grant
amounts under this section are provided from non-Federal
sources to carry out the homeownership program.

(2) ForRM.—Such contributions may be in the form of—

(A) cash contributions from non-Federal resources
which may not include funds from a grant made under sec-
tion 106(b) or section 106(d) of the Housing and Commu-
nity Development Act of 1974;

(B) payment of administrative expenses, as defined by
the Secretary, from non-Federal resources, including funds
from a grant made under section 106(b) or section 106(d)
of the Housing and Community Development Act of 1974;

(C) the value of taxes, fees, or other charges that are
normally and customarily imposed but are waived, fore-
gone, or deferred in a manner that facilitates the imple-
mentation of a homeownership program assisted under
this subtitle;
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(D) the value of investment in on-site and off-site in-
frastructure required for a homeownership program as-
sisted under this subtitle; or

(E) such other in-kind contributions as the Secretary
may approve.

Contributions for administrative expenses shall be recognized only
up to an amount equal to 7 percent of the total amount of grants
made available under this section.

(d) APPLICATION.—

(1) FORM AND PROCEDURE.—An application for an imple-
mentation grant shall be submitted by an applicant in such
form and in accordance with such procedures as the Secretary
shall establish.

(2) MINIMUM REQUIREMENTS.—The Secretary shall require
that an application contain at a minimum—

(A) a request for an implementation grant, specifying
the amount of the grant requested and its proposed uses;

(B) a description of the qualifications and experience
of the applicant in providing low-income housing;

(C) a description of the proposed homeownership pro-
gram, consistent with section 444 and the other require-
ments of this subtitle specifying the activities proposed to
be carried out and their estimated costs, identifying rea-
sonable schedules for carrying it out, and demonstrating
that the program will comply with the affordability re-
quirements under section 444(b);

(D) an identification and description of the properties
to be acquired under the homeownership program and a
description of the composition of potential eligible families,
including family size and income;

(E) a description of and commitment for the resources
that are expected to be made available to provide the
matching funding required under subsection (¢) and of
other resources that are expected to be made available in
support of the homeownership program,;

(F) identification and description of the financing pro-
posed for any (i) rehabilitation and (ii) acquisition (I) of the
project, where applicable, by an entity for transfer to eligi-
ble families, and (II) by eligible families of ownership in-
terests in, or shares representing, units in the project;

(G) the proposed sales prices for the properties, the
basis for such price determinations, and terms to an en-
tity, if any, that will purchase that property for resale to
eligible families;

(H) the proposed sales prices, if any, and terms to eli-
gible families;

(I) identification and description of the entity that will
operate and manage the property;

(J) a certification by the public official responsible for
submitting the comprehensive housing affordability strat-
egy under section 105 of the Cranston-Gonzalez National
Affordable Housing Act that the proposed activities are
consistent with the approved housing strategy of the State
or unit of general local government within which the
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project is located (or, during the first 12 months after en-

actment of this Act,! that the application is consistent with

such other existing State or local housing plan or strategy
that the Secretary shall determine to be appropriate); and

(K) a certification that the applicant will comply with
the requirements of the Fair Housing Act, title VI of the

Civil Rights Act of 1964, section 504 of the Rehabilitation

Act of 1973, and the Age Discrimination Act of 1975, and

will affirmatively further fair housing.

(e) SELECTION CRITERIA.—The Secretary shall establish selec-
tion criteria for assistance under this subtitle, which shall
include—

(1) the ability of the applicant to develop and carry out the
proposed homeownership program, taking into account the
qualifications and experience of the applicant and the quality
of any related ongoing program of the applicant;

(2) the feasibility of the homeownership program;

(3) the quality and viability of the proposed homeowner-
ship program;

(4) the extent to which suitable eligible property is avail-
able for use under the program in the area to be served, and
the extent to which the types of property expected to be cov-
ered é)y the proposed homeownership program are federally
owned,;

(5) whether the approved comprehensive housing afford-
ability strategy for the jurisdiction within which the eligible
property is located includes the proposed homeownership pro-
gram as one of the general priorities identified pursuant to sec-
tion 105(b)(7) of the Cranston-Gonzalez National Affordable
Housing Act;

(6) national geographic diversity among housing for which
applicants are selected to receive assistance; and

(7) the extent to which a sufficient supply of affordable
rental housing of the type assisted under this subtitle exists in
the locality, so that the implementation of the homeownership
program will not appreciably reduce the number of such rental
units available to residents currently residing in such units or
eligible for residency in such units.

(f) ApPROVAL.—The Secretary shall notify each applicant, not
later than 6 months after the date of the submission of the applica-
tion, whether the application is approved or not approved.

SEC. 444. [ﬁEll\}’IS‘SC 128941 HOMEOWNERSHIP PROGRAM REQUIRE-

(a) IN GENERAL.—A homeownership program under this sub-
title shall provide for acquisition by eligible families of ownership
interests in, or shares representing, units in an eligible property
under any arrangement determined by the Secretary to be appro-
priate, such as cooperative ownership (including limited equity co-
operative ownership) and fee simple ownership (including con-
dominium ownership), for occupancy by the eligible families.

(b) AFFORDABILITY.—A homeownership program under this
subtitle shall provide for the establishment of sales prices (includ-

1The date of enactment was November 28, 1990.
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ing principal, insurance, taxes, and interest and closing costs) for
initial acquisition of the property, and for sales to eligible families,
such that the eligible family shall not be required to expend more
than 30 percent of the adjusted income of the family per month to
complete a sale under the homeownership program.

(¢) ELIGIBLE PROPERTY.—A property may not participate in a
homeownership program under this subtitle unless all tenants or
occupants of the property (at the time of the application for the im-
plementation grant covering the property is filed with the Sec-
retary) participate in the homeownership program.

(d) PLAN.—A homeownership program under this subtitle shall
provide, and include a plan, for—

(1) identifying and selecting eligible families to participate
in the homeownership program,;

(2) providing relocation assistance to families who elect to
move; and

(3) ensuring continued affordability of the property to
homebuyers and homeowners.

(e) HOUSING QUALITY STANDARDS.—The application shall in-
clude a plan ensuring that the unit—

(1) will be free from any defects that pose a danger to
health or safety before transfer of an ownership interest in, or
shares representing, a unit to an eligible family; and

(2) will, not later than 2 years after the transfer to an eli-
gible family, meet minimum housing standards established by
the Secretary for the purpose of this title.

(f) PREFERENCE FOR ACQUISITION OF VACANT UNITS.—Each
homeownership program under this subtitle shall provide that, in
making vacant units in eligible properties available for acquisition
by eligible families, preference shall be given to eligible families
who reside in public or Indian housing.

SEC. 445. [42 U.S.C. 12895] OTHER PROGRAM REQUIREMENTS.

(a) CosT LIMITATIONS.—The Secretary may establish cost limi-
tations on eligible activities under this subtitle, subject to the pro-
visions of this subtitle.

(b) USsE oF PROCEEDS FROM SALES TO ELIGIBLE FAMILIES.—
Any entity that transfers ownership interests in, or shares rep-
resenting, units to eligible families, or another entity specified in
the approved application, may use the proceeds, if any, from the
initial sale for costs of the homeownership program, including oper-
ating expenses, improvements to the project, business opportunities
for low-income families, supportive services related to the home-
ownership program, additional homeownership opportunities, and
other activities approved by the Secretary.

(c) RESTRICTIONS ON RESALE BY HOMEOWNERS.—

(1) IN GENERAL.—

(A) TRANSFER PERMITTED.—A homeowner under a
homeownership program may transfer the homeowner’s
ownership interest in, or shares representing, the unit, ex-
cept that a homeownership program may establish restric-
tions on the resale of units under the program.

B) RIGHT TO PURCHASE.—Where a resident manage-
ment corporation, resident council, or cooperative has ju-
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risdiction over the unit, the corporation, council, or cooper-
ative shall have the right to purchase the ownership inter-
est in, or shares representing, the unit from the home-
owner for the amount specified in a firm contract between
the homeowner and a prospective buyer. If such an entity
does not have jurisdiction over the unit or elects not to
purchase and if the prospective buyer is not a low-income
family, the public housing agency or the implementation
grant recipient shall have the right to purchase the owner-
ship interest in, or shares representing, the unit for the
same amount.

(C) PROMISSORY NOTE REQUIRED.—The homeowner
shall execute a promissory note equal to the difference be-
tween the market value and the purchase price, payable to
the public housing agency or other entity designated in the
homeownership plan, together with a mortgage securing
the obligation of the note.

(2) 6 YEARS OR LESS.—In the case of a transfer within 6
years of the acquisition under the program, the homeowner-
ship program shall provide for appropriate restrictions to as-
sure that an eligible family may not receive any undue profit.
The plan shall provide for limiting the family’s consideration
for its interest in the property to the total of—

(A) the contribution to equity paid by the family;

(B) the value, as determined by such means as the
Secretary shall determine through regulation, of any im-
provements installed at the expense of the family during
the family’s tenure as owner; and

(C) the appreciated value determined by an inflation
allowance at a rate which may be based on a cost-of-living
index, an income index, or market index as determined by
the Secretary through regulation and agreed to by the pur-
chaser and the entity that transfers ownership interests
in, or shares representing, units to eligible families (or an-
other entity specified in the approved application), at the
time of initial sale, and applied against the contribution to
equity.

Such an entity may, at the time of initial sale, enter into an
agreement with the family to set a maximum amount which
this appreciation may not exceed.

(3) 6-20 YEARS.—In the case of a transfer during the pe-
riod beginning 6 years after the acquisition and ending 20
years after the acquisition, the homeownership program shall
provide for the recapture by the Secretary or the program of
an amount equal to the amount of the declining balance on the
note described in paragraph (1)(C).

(4) USE OF RECAPTURED FUNDS.—Fifty percent of any por-
tion of the net sales proceeds that may not be retained by the
homeowner under the plan approved pursuant to this sub-
section shall be paid to the entity that transferred ownership
interests in, or shares representing, units to eligible families,
or another entity specified in the approved application, for use
for improvements to the project, business opportunities for low-
income families, supportive services related to the homeowner-
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ship program, additional homeownership opportunities, and

other activities approved by the Secretary. The remaining 50

percent shall be returned to the Secretary for use under this

subtitle, subject to limitations contained in appropriations

Acts. Such entity shall keep and make available to the Sec-

retary all records necessary to calculate accurately payments

due the Secretary under this subsection.

(d) THIRD PARTY RIGHTS.—The requirements under this sub-
title regarding quality standards, resale, or transfer of the owner-
ship interest of a homeowner shall be judicially enforceable against
the grant recipient with respect to actions involving rehabilitation,
and against purchasers of property under this subsection or their
successors in interest with respect to other actions by affected low-
income families, resident management corporations, resident coun-
cils, public housing agencies, and any agency, corporation, or au-
thority of the United States Government. The parties specified in
the preceding sentence shall be entitled to reasonable attorney fees
upon prevailing in any such judicial action.

(e) PROTECTION OF NONPURCHASING FAMILIES.—No tenant re-
siding in a dwelling unit in a property on the date the Secretary
approves an application for an implementation grant may be evict-
ed by reason of a homeownership program approved under this
subtitle.

(h)1 RECORDS AND AUDIT OF RECIPIENTS OF ASSISTANCE.—

(1) IN GENERAL.—Each recipient shall keep such records as
may be reasonably necessary to fully disclose the amount and
the disposition by such recipient of the proceeds of assistance
received under this subtitle (and any proceeds from financing
obtained or sales under subsections (b) and (c)), the total cost
of the homeownership program in connection with which such
assistance is given or used, and the amount and nature of that
portion of the program supplied by other sources, and such
other sources as will facilitate an effective audit.

(2) ACCESS BY THE SECRETARY.—The Secretary shall have
access for the purpose of audit and examination to any books,
documents, papers, and records of the recipient that are perti-
nent to assistance received under this subtitle.

(3) ACCESS BY THE COMPTROLLER GENERAL.—The Comp-
troller General of the United States, or any of the duly author-
ized representatives of the Comptroller General, shall also
have access for the purpose of audit and examination to any
books, documents, papers, and records of the recipient that are
pertinent to assistance received under this subtitle.

SEC. 446. [42 U.S.C. 12896] DEFINITIONS.
For purposes of this subtitle:

(1) The term “applicant” means a private nonprofit organi-
zation, cooperative association, or a public agency (including an
agency or instrumentality thereof) in cooperation with a pri-
vate nonprofit organization.

(2) The term “displaced homemaker” has the same mean-
ing as in section 104.

1S0 in law. There are no subsections (f) and (g).
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(3) The term “eligible family” means a family or individual
who—

(A) has an income that does not exceed 80 percent of
the median income for the area, as determined by the Sec-
retary with adjustments for smaller and larger families;
and

(B) is a first-time homebuyer.

(4) The term “eligible property” means a single family
property, containing no more than four units, that is owned or
held by the Secretary, the Secretary of Veterans Affairs, the
Secretary of Agriculture, the Resolution Trust Corporation, the
Federal Deposit Insurance Corporation, the Secretary of De-
fense, the Secretary of Transportation, the General Services
Administration, any other Federal agency, a State or local gov-
ernment (including any in rem property), or a public housing
agency or an Indian housing authority (excluding public or In-
dian housing under the United States Housing Act of 1937 and
including properties held by institutions within the jurisdiction
of the Resolution Trust Corporation).

(5) The term “first-time homebuyer” has the same meaning
as in section 104.

(6) The term “homeownership program” means a program
for homeownership under this subtitle.

(7) The term “Indian housing authority” has the meaning
given such term in section 3(b)(11)1 of the United States Hous-
ing Act of 1937.

(8) The term “low-income family” has the meaning given
such term in section 3(b)(2) of the United States Housing Act
of 1937.

(9) The term “public housing agency” has the meaning
given such term in section 3(b)(6) of the United States Housing
Act of 1937.

(10) The term “recipient” means an applicant approved to
receive a grant under this subtitle or such other entity speci-
fied in the approved application that will assume the obliga-
tions of the recipient under this subtitle.

(11) The term “Secretary” means the Secretary of Housing
and Urban Development.

(12) The term “single parent” means an individual who—

(A) is unmarried or legally separated from a spouse;
and

(B)3@) has 1 or more minor children for whom the indi-
vidual has custody or joint custody; or

(i1) is pregnant.

SEC. 447. [42 U.S.C. 12897] LIMITATION ON SELECTION CRITERIA.

In establishing criteria for selecting applicants to receive as-
sistance under this subtitle, the Secretary may not establish any
selection criterion or criteria that grant or deny such assistance to
an applicant (or have the effect of granting or denying assistance)
based on the implementation, continuation, or discontinuation of

1S0 in law. Section 501(b)(1)(D) of Public Law 104-330(110 Stat. 4042) strikes 3(b)(11) of the
United States Housing Act of 1937.
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any public policy, regulation, or law of any jurisdiction in which the
applicant or project is located.

SEC. 448. [42 U.S.C. 12898] IMPLEMENTATION.

Not later than the expiration of the 180-day period beginning
on the date funds authorized under this subtitle first become avail-
able for obligation, the Secretary shall by notice establish such re-
quirements as may be necessary to carry out the provisions of this
subtitle. Such requirements shall be subject to section 553 of title
5, United States Code. The Secretary shall issue regulations based
on the initial notice before the expiration of the 8-month period be-
ginning on the date of the notice.



SECTION 235 HOMEOWNERSHIP ASSISTANCE
EXCERPT FROM NATIONAL HOUSING ACT
[Public Law 90-448; 82 Stat. 477; 12 U.S.C. 1715z]

HOMEOWNERSHIP FOR LOWER INCOME FAMILIES

SeEc. 235.1 [12 U.S.C. 1715z] (a)(1) For the purpose of assist-
ing lower-income families in acquiring homeownership or in acquir-
ing membership in a cooperative association operating a housing
project, the Secretary is authorized to make, and to contract to
make, periodic assistance payments on behalf of such homeowners
and cooperative members. The assistance shall be accomplished
through payments to mortgagees holding mortgages meeting the
special requirements specified in this section or which mortgages
are assisted under a State or local program providing assistance
through loans, loan insurance or tax abatement. In making such
assistance available, the Secretary shall give preference to low-in-
come families who, without such assistance, would be likely to be
involuntarily displaced (including those who would be likely to be
displaced from rental units which are to be converted into a con-
dominium project or a cooperative project). Such assistance may in-
clude the acquisition of a condominium or a membership in a coop-
erative association.

(2)(A) Notwithstanding any other provision of this section, the
Secretary is authorized to make periodic assistance payments
under this section on behalf of families whose incomes do not ex-
ceed the maximum income limits prescribed pursuant to subsection
(h)(2) of this section for the purpose of assisting such families in
acquiring ownership of a manufactured home consisting of two or
more modules and a lot on which such manufactured home is or
will be situated, except that periodic assistance payments pursuant
to this paragraph shall not be made with respect to more than 20
per centum of the total number of units with respect to which as-
sistance is approved under this section after January 1, 1976. As-

1Section 401(d) of the Housing and Community Development Act of 1987, Pub. L. 100-242,
provides as follows:

“(d) TERMINATION OF SECTION 235.—

“(1) IN GENERAL.—Effective on October 1, 1989, the program under section 235 of the Na-
tional Housing Act shall terminate.
“(2) SAVINGS PROVISION.—The provisions of paragraph (1) shall not affect—
“(A) any mortgage insurance commitment issued; or
“(B) any assistance pursuant to a reservation of funds made;
under section 235 of the National Housing Act prior to October 1, 1989.”.

But, section 125(d) of the Department of Housing and Urban Development Reform Act of
1989, Pub. L. 101-235, provides as follows:

“(d) SAVINGs PROVISION.—Notwithstanding the termination of the program under section 235
pursuant to section 401(d) of the Housing and Community Development Act of 1987, the Sec-
retary of Housing and Urban Development shall have authority to insure mortgages under sec-
tion 235(r), to make assistance payments with respect to such insured mortgages, and to make
any other payment or to take any other action related to the refinancing of mortgages insured
under section 235.”.

121
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sistance payments under this section pursuant to this paragraph
shall be accomplished through payments on behalf of an owner of
lower income of a manufactured home as described in the preced-
ing sentence to the financial institution which makes the loan, ad-
vance of credit, or purchase of an obligation representing the loan
or advance of credit to finance the purchase of the manufactured
home and the lot on which such manufactured home is or will be
situated, but only if insurance under section 2 of this Act covering
such loan, advance of credit, or obligation has been granted to such
institution.

(B) Notwithstanding the provisions of subsection (c¢) of this sec-
tion, assistance payments provided pursuant to this paragraph
shall be in an amount not exceeding the lesser of—

(i) the balance of the monthly payment for principal, inter-
est, real and personal property taxes, insurance, and insurance
premium chargeable under section 2 of this Act due under the
loan or advance of credit remaining unpaid after applying 20
per centum of the manufactured homeowner’s income; or

(ii) the difference between the amount of the monthly pay-
ment for principal, interest, and insurance premium charge-
able under section 2 of this Act which the manufactured home-
owner is obligated to pay under the loan or advance of credit
and the monthly payment of principal and interest which the
owner would be obligated to pay if the loan or advance of credit
were to bear interest at a rate derived by subtracting from the
interest rate applicable to such loan or advance of credit the
interest rate differential between the maximum interest rate
plus mortgage insurance premium applicable to mortgages in-
sured under subsection (i) of this section at the time such loan
or advance of credit is made and the interest rate which such
mortgages are presumed under regulations prescribed by the
Secretary, to bear for purposes of subsection (c)(2) of this sec-
tion.

(b) To qualify for assistance payments, the homeowner or the
cooperative member shall be of lower income and satisfy eligibility
requirements prescribed by the Secretary, and—

(1) the homeowner shall be a mortgagor under a mortgage
which meets the requirements of and is insured under sub-
section (i) or (j)(4) of this section: Provided, That a mortgage
meeting the requirements of subsection (i)(3)(A) of this section
but insured under section 237 may qualify for assistance pay-
ments if such mortgage was executed by a mortgagor who is
determined not to be an acceptable credit risk for mortgage in-
surance purposes (but otherwise eligible) under subsection
(j)(4) of this section or under section 221(d)(2) or 234(c) and ac-
cepted as a reasonably satisfactory credit risk under section
237; or

(2) the cooperative association of which the family is a
member shall operate (A) a housing project the construction or
substantial rehabilitation of which has been financed with a
mortgage insured under section 213 or section 221(d)(3) and
which has been completed within two years prior to the filing
of the application for assistance payments and the dwelling
unit has had no previous occupant other than the family: Pro-
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vided, That if any cooperative member who has received assist-
ance payments transfers his membership and occupancy rights
to another person who satisfies the eligibility requirements
prescribed by the Secretary and undertakes the obligation to
pay occupancy charges, the new cooperative member may qual-
ify for assistance payments upon the filing of an application
with respect to the dwelling unit involved to be occupied by
him: Provided further, That assistance payments may be made
with respect to a dwelling unit in an existing cooperative
project which meets such standards as the Secretary may pre-
scribe, if the family qualifies as a displaced family as defined
in section 221(f), or a family which includes five or more minor
persons, or a family occupying low-rent public housing: Pro-
vided further, That the amount of the mortgage attributable to
the dwelling unit shall involve a principal obligation not in ex-
cess of $40,000 ($47,500 in any geographical area where the
Secretary authorizes an increase on the basis of a finding that
cost levels so require), except that with respect to any family
with five or more persons the foregoing limits shall be $47,500
and $55,000 respectively, or (B) a housing project which is fi-
nanced under a State or local program providing assistance
through loans, loan insurance, or tax abatements, and which
prior to completion of construction or rehabilitation is approved
for receiving the benefits of this section.

(c)(1) Subject to the second sentence of this paragraph, the as-
sistance payments to a mortgagee by the Secretary on behalf of a
mortgagor shall be made during such time as the mortgagor shall
continue to occupy the property which secures the mortgage: Pro-
vided, That assistance payments may be made on behalf of a home-
owner who assumes a mortgage insured under subsection (i) or
(j)(4) with respect to which assistance payments have been made
on behalf of the previous owner, if the homeowner is approved by
the Secretary as eligible for receiving such assistance: Provided fur-
ther, That the Secretary is authorized to continue making such as-
sistance payments where the mortgage has been assigned to the
Secretary. Assistance payments pursuant to any new contract,
other than a contract in connection with a refinancing under sub-
section (r), entered into after September 30, 1983, that utilizes au-
thority approved in appropriation Acts for any fiscal year beginning
after such date may not be made for more than a 10-year period.
The payments shall be in an amount not exceeding the lesser of—

(A) the balance of the monthly payment for principal, in-
terest, taxes, insurance, and mortgage insurance premium due
under the mortgage remaining unpaid after applying 20 per
centum of the mortgagor’s income; or

(B) the difference between the amount of the monthly pay-
ment for principal, interest, and mortgage insurance premium
which the mortgagor is obligated to pay under the mortgage
and the monthly payment for principal and interest which the
mortgagor would be obligated to pay if the mortgage were to
bear interest at the rate of 1 per centum per annum (4 per cen-
tum per annum in the case of a mortgage described in sub-

section (0)).
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(2)(A) 1 Upon disposition by the homeowner of any property as-
sisted pursuant to this section or where the homeowner rents such
a property (or the owner’s unit in the case of a two- to four-family
property) for a period longer than one year, the Secretary shall pro-
vide for the recapture of an amount equal to the lesser of (i) the
amount of assistance actually received under this section, other
than any amount provided under subsection (e), or (ii) an amount
equal to at least 50 per centum of the net appreciation of the prop-
erty, as determined by the Secretary. For the purpose of this para-
graph, the term “net appreciation of the property” means any in-
crease in the value of the property over the original purchase price,
less the reasonable costs of sale, the reasonable costs of improve-
ments made to the property, and any increase in the mortgage
amount as of the time of sale over the original mortgage balance
due to the mortgage being insured pursuant to section 245. Not-
withstanding any other provision of law, any such assistance shall
constitute a debt secured by the property to the extent that the
Secretary may provide for such recapture.

(B) Subparagraph (A) does not apply to any property with re-
spect to which there is assumption in accordance with paragraph
(1) of this subsection or to any property which is subject to a mort-
gage, loan, or other advance of credit insured pursuant to sub-
section (q).

(8)(A) There hereby is established in the Treasury of the
United States a fund, which, to the extent approved in appropria-
tion Acts, may be used by the Secretary for purposes of carrying
out subparagraph (B). There shall be deposited into such fund (i)
any amount recaptured under paragraph (2); (ii) any authority to
make assistance payments under subsection (a) that is committed
for use in a contract but is unused because the mortgage, loan, or
advance of credit involved is refinanced (except to the extent pro-
vided in subsection (r) for mortgages insured under such sub-
section) or because such assistance payments are terminated or
suspended for other reasons before the original termination date of
(S(ljl;lh contract; and (iii) any amount received under subparagraph

(B) In the case of any homeowner whose assistance payments
are terminated by reason of the 10-year limitation referred to in
paragraph (1), and who is determined by the Secretary to be un-
able to assume the full payments due under the mortgage, loan, or
advance of credit involved, the Secretary shall, to the extent of the
availability of amounts in the fund established in subparagraph
(A), contract to make, and make, continued assistance payments on
behalf of such homeowner. Such continued assistance payments
shall be made in an amount determined in accordance with the ap-
plicable provisions of paragraph (1) or subsection (a)(2)(B) and for
such period as the Secretary determines to be appropriate.

(C) Any amounts in such fund determined by the Secretary to
be in excess of the amounts currently required to carry out the pro-

1Sec. 206(b)(2) of the Housing and Community Development Act of 1980, Pub. L. 96-399, ap-
proved Oct. 8, 1980, provides that paragraph (c)(2) “does not apply to any assistance contract
under section 235 of the National Housing Act entered into pursuant to a commitment issued
Xithi? 6 months following the date of enactment of [the Housing and Community Development
ct of 19807”.
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visions of subparagraph (B) shall be invested by the Secretary in
obligations of, or obligations guaranteed as to both principal and
interest by, the United States or any agency of the United States.
Notwithstanding the preceding sentence, any amounts of budget
authority or contract authority recaptured from assistance pay-
ments contracts relating to mortgages that are being refinanced
that are not required for assistance payments contracts relating to
mortgages insured under this subsection, shall be rescinded.

(d) Assistance payments to a mortgagee by the Secretary on
behalf of a family holding membership in a cooperative association
operating a housing project shall be made only during such time
as the family is an occupant of such project and shall be in
amounts computed on the basis of the formula set forth in sub-
section (c) applying the cooperative member’s proportionate share
of the obligations under the project mortgage to the items specified
in the formula.

(e) The Secretary may include in the payment to the mortgagee
such amount, in addition to the amount computed under subsection
(a)(2)(B), (¢), (d), G)(7), or (r), as he deems appropriate to reimburse
the mortgagee for its expenses in handling the mortgage.

(f) Procedures shall be adopted by the Secretary for recertifi-
cations of the mortgagor’s (or cooperative member’s) income at in-
tervals of two years (or at shorter intervals where the Secretary
deems it desirable) for the purpose of adjusting the amount of such
assistance payments within the limits of the formula described in
subsection (c).

(g) The Secretary shall prescribe such regulations as he deems
necessary to assure that the sales price of, or other consideration
paid in connection with, the purchase by a homeowner of the prop-
erty with respect to which assistance payments are to be made is
not increased above the appraised value on which the maximum
mortgage which the Secretary will insure is computed.

(h)(1) There are authorized to be appropriated such sums as
may be necessary to carry out the provisions of this section, includ-
ing such sums as may be necessary to make the assistance pay-
ments under contracts entered into under this section. The aggre-
gate amount of outstanding contracts to make such payments shall
not exceed amounts approved in appropriation Acts, and payments
pursuant to such contracts shall not exceed $75,000,000 per annum
prior to July 1, 1969, which maximum dollar amount shall be in-
creased by $125,000,000 on July 1, 1969, by $150,000,000 on July
1, 1970, by $200,000,000 on July 1, 1971, by such sums as may be
approved in appropriation Acts after June 30, 1974, and prior to
July 1, 1976, and by such sums as may be approved in an appro-
priation Act on or after October 1, 1983 (from the additional au-
thority to enter into contracts made available on such date under
the first sentence of section 5(c)(1) of the United States Housing
Act of 1937). The aggregate amount that may be obligated over the
duration of the contracts entered into with the authority provided
on or after October 1, 1983 (other than obligations in connection
with mortgages insured under subsection (r)), may not exceed such
sums of new budget authority as may be appropriated after the
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date of enactment of this sentence.! The Secretary shall begin
issuing new commitments and reservations to provide mortgage in-
surance and assistance payments under this section before the ex-
piration of the 30-day period following the approval in any appro-
priation Act of budget authority for this section after the date of
the enactment of this sentence.2 Upon the expiration of one year
following the date of enactment of the Housing and Community De-
velopment Act of 1974,3 the Secretary shall not enter into new con-
tracts for assistance payments under this section utilizing author-
ity approved in appropriation Acts prior to July 1, 1974. The Sec-
retary shall not enter into new contracts for assistance payments
under this section (except under subsection (r)) after May 20, 1983,
utilizing amounts approved in appropriation Acts before the date of
the enactment of the Housing and Urban-Rural Recovery Act of
1983,4 except (i) pursuant to a firm commitment issued on or before
May 20, 1983, (ii) pursuant to other commitments issued by the
Secretary prior to June 30, 1981, reserving funds for housing to be
assisted under this section where such housing is included in a
project pursuant to section 119 of the Housing and Community De-
velopment Act of 1974, or (iii) pursuant to other commitments
issued on or before September 30, 1981, where housing under this
section is to be developed on land which was municipally owned on
September 30, 1981, and where a local government contributes at
least $1,000 per unit of funds obtained under title I of the Housing
and Community Development Act of 1974 and at least $2,000 per
unit of additional funds to assist housing under this section. In no
event may the Secretary enter into any new contract for assistance
payments under this section (other than a contract in connection
with a mortgage insured under subsection (r)) after September 30,
1989.

(2) Assistance payments under this section may be made only
with respect to a family whose income at the time of initial occu-
pancy does not exceed 95 per centum of the median income for the
area, as determined by the Secretary with adjustments for smaller
and larger families, except that the Secretary may establish income
ceilings higher or lower than 95 per centum of the median for the
area on the basis of his findings that such variations are necessary
because of prevailing levels of construction costs, unusually high or
low median family incomes, or other factors.

(3) Notwithstanding the provisions of subsections (b)(2) and
(1)(3)(A) with respect to the prior construction of rehabilitation of
a dwelling, or of the project in which there is a dwelling unit, for
which assistance payments may be made, and notwithstanding the
provisions of subsection (j)(1) authorizing the purchase of housing
which is neither deteriorating nor substandard, not more than—

(A) 25 per centum of the total amount of contracts for as-
sistance payments authorized by appropriation Acts to be
made prior to July 1, 1969, and

1 November 30, 1983.
2 August 22, 1974.

3 November 30, 1983.
4November 30, 1983.
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(B) 30 per centum of the total additional amount of con-
tracts for assistance payment authorized by appropriations
Acts to be made on or after July 1, 1969,

may be made with respect to existing dwellings, or dwelling units
in existing projects. The preceding sentence shall not apply to con-
tracts in connection with mortgages insured under subsection (r).

(4) At least 10 per centum of the total amount of contracts for
assistance payments authorized by appropriation Acts to be made
after June 30, 1971, shall be available for use only with respect to
dwellings, or dwelling units in projects, which are approved by the
Secretary prior to substantial rehabilitation.

(i)(1) The Secretary is authorized, upon application by the
mortgagee, to insure, a mortgage (including advances with respect
to property construction or rehabilitation pursuant to a self-help
program) executed by a mortgagor who meets the eligibility re-
quirements for assistance payments prescribed by the Secretary
under subsection (b). Commitments for the insurance of such mort-
gages may be issued by the Secretary prior to the date of their exe-
cution or disbursement thereon, upon such terms and conditions as
the Secretary may prescribe.

(2) To be eligible for insurance under this subsection, a mortga-
gee shall meet the requirements of section 221(d)(2) or 234(c), ex-
cept as such requirements are modified by this subsection.

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

(A) involve a single-family or a two-family dwelling which
has been approved by the Secretary prior to the beginning of
construction or substantial rehabilitation, or a three-family
dwelling which is approved by the Secretary prior to the begin-
ning of substantial rehabilitation, or a one-family unit in a con-
dominium project (together with an undivided interest in the
common areas and facilities serving the project) which is re-
leased from a multifamily project, the construction or substan-
tial rehabilitation of which has been completed within two
years prior to the filing of the application for assistance pay-
ments with respect to such family unit and the unit has had
no previous occupant other than the mortgagor: Provided, That
the mortgage may involve an existing dwelling or family unit
in an existing condominium project which meets such stand-
ards as the Secretary may prescribe: Provided further, That
the mortgage may involve an existing dwelling or a family unit
in an existing condominium project if assistance payments
have been made on behalf of the previous owner of the dwell-
ing or family unit with respect to a mortgage insured under
subsection (j)(4): Provided further, That the mortgage may in-
volve a dwelling unit in an existing project covered by a mort-
gage insured under section 236 or in an existing project receiv-
ing the benefits of financial assistance under section 101 of the
Housing and Urban Development Act of 1965;

(B) where it is to cover a one-family unit in a condominium
project, have a principal obligation not exceeding $40,000
($47,500 in any geographical area where the Secretary author-
izes an increase on the basis of a finding that cost levels so re-
quire), except that with respect to any family with five or more
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persons the foregoing limits shall be $47,500, and $55,000, re-

spectively;

(C) involve, in the case of a dwelling unit other than a con-
dominium or cooperative unit, a principal obligation (including
such initial service charges, appraisal, inspection, and other
fees as the Secretary shall approve) in an amount not to exceed
$40,000 ($47,500 in any geographical area where the Secretary
authorizes an increase on the basis of a finding that cost levels
so require), except that with respect to any family with five or
more persons the foregoing limits shall be $47,500 and
$55,000, respectively;

(D) involve, in the case of a two-family or three-family
dwelling, a principal obligation (including such initial service
charges, appraisal, inspection, and other fees as the Secretary
shall approve) in an amount not to exceed $60,000 ($66,250 in
any geographical area where the Secretary authorizes an in-
crease on the basis of a finding that cost levels so require);

(E) be executed by a mortgagor who shall have paid in
cash or its equivalent, on account of the property, as least an
amount equal to 3 per centum of the Secretary’s estimate of
the cost of acquisition (excluding the mortgage insurance pre-
mium paid at the time the mortgage is insured); and

(F) bear interest at a rate not to exceed such percent per
annum on the amount of the principal obligation outstanding
at any time as the Secretary finds necessary to meet the mort-
gage market, taking into consideration the yields on mortgages
in the primary and secondary markets.

(4) In insuring eligible mortgages under this subsection, the
Secretary may not deny insurance on the basis that a mortgage in-
volves a two- to three-family dwelling or is to be used to finance
substantial rehabilitation rather than new construction.

(5) As a condition of insuring a mortgage on a two- to three-
family dwelling, the Secretary shall require the mortgagor (A) not
to discriminate against prospective tenants on the basis of their re-
ceipt of or eligibility for housing assistance under any Federal,
State or local housing assistance program and (B) to agree that
during the term of the mortgage each of the rental units shall be
occupied by, or available for occupancy by, persons and families
whose incomes do not exceed 100 per centum of the area median
income.

(j)(1) In addition to mortgages insured under the provisions of
subsection (i), the Secretary is authorized, upon application by the
mortgagee, to insure a mortgage (including advances under such
mortgage during rehabilitation) which is executed by a nonprofit
organization or public body or agency to finance the purchase of
housing, and the rehabilitation of such housing if it is deteriorating
or substandard, for subsequent resale to lower income home pur-
chasers who meet the eligibility requirements for assistance pay-
ments 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.
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(2) To be eligible for insurance under paragraph (1) of this sub-
section, a mortgage shall—

(A) be executed by a private nonprofit organization or pub-
lic body or agency, approved by the Secretary, for the purpose
of financing the purchase (with the intention of subsequent re-
sale) and rehabilitation where the housing involved is deterio-
rating or substandard, of property comprising one or more
tracts or parcels, whether or not contiguous, consisting of (i)
four or more single-family dwellings of detached, semidetached,
or row construction or (ii) four or more one-family units in a
structure or structures for which a plan of family unit owner-
ship approved by the Secretary is established; except that in
a case not involving the rehabilitation of deteriorating or sub-
standard housing the property purchased may consist of one or
more such dwellings or units;

(B) be in a principal amount not exceeding the appraised
value of the property at the time of its purchase under the
mortgage plus the estimated cost of any rehabilitation;

(C) bear interest at a rate not to exceed such percent per
annum on the amount of the principal obligation outstanding
at any time as the Secretary determines is necessary to meet
the mortgage market, taking into consideration the yields on
mortgages in the primary and secondary markets;

(D) provide for complete amortization (subject to para-
graph (4)(E)) by periodic payments within such term as the
Secretary may prescribe; and

(E) provide for the release of individual single-family
dwellings from the lien of the mortgage upon their sale in ac-
cordance with paragraph (4).

(3) No mortgage shall be insured under paragraph (1) unless
the mortgagor shall have demonstrated to the satisfaction of the
Secretary that (A) the property involved is located in a neighbor-
hood which is sufficiently stable and contains sufficient public fa-
cilities and amenities to support long-term values, or (B) the pur-
chase or rehabilitation of such property plus the mortgagor’s relat-
ed activities and the activities of other owners of housing in the
neighborhood, together with actions to be taken by public authori-
ties, will be of such scope and quality as to give reasonable promise
that a stable environment will be created in the neighborhood.

(4)(A)* No mortgage shall be insured under paragraph (1) un-
less the mortgagor enters into an agreement, satisfactory to the
Secretary, that it will offer to sell the dwellings involved, after pur-
chase and upon completion of any rehabilitation, to lower income
individuals or families meeting the eligibility requirements estab-
lished by the Secretary under subsection (b).

(B) The Secretary is authorized to insure under this paragraph
mortgages executed to finance the sale of individual dwellings to

1Section 101(c)(4) of the Housing and Urban Development Act of 1968, Pub. L. 90-448, ap-
proved August 1, 1968, provides as follows:

“(4) The purchase of any individual dwelling, sold by a nonprofit organization pursuant to the
provisions of section 221(h)(5) of the National Housing Act after the date of enactment of this
section, may be financed with a mortgage insured under the provisions of section 235(j)(4) of
sucﬁ ﬁct, but such mortgage shall bear interest at the rate provided in section 235(3)(2)(C) of
such Act.”.
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lower income purchases as provided in subparagraph (A). Any such
mortgage shall—

(i) be in a principal amount not in excess of that portion
of the unpaid principal balance of the blanket mortgage cover-
ing the property which is allocable to the individual dwelling
involved,;

q (ii) bear interest at the same rate as the blanket mortgage;
an

(iii) provide for complete amortization by periodic pay-
ments within a term equal to the remaining term (determined
without regard to subparagraph (E)) of such blanket mortgage.
(C) The price for which any individual dwelling is sold under

this paragraph shall be in an amount equal to that portion of the
unpaid principal balance of the blanket mortgage covering the
property which is allocable to the dwelling plus such additional
amount, not less than $200 (which may be applied in whole or in
part toward closing costs and may be paid in cash or its equiva-
lent), as the Secretary may determine to be reasonable.

(D) Upon the sale under this paragraph of any individual
dwelling, such dwelling shall be released from the lien of the blan-
ket mortgage. Until all of the individual dwellings in the property
covered by the blanket mortgage have been sold, the mortgagor
shall hold and operate the dwellings remaining unsold at any given
time, in such manner and under such terms as the Secretary may
prescribe, as though they constituted rental units.

(E) Upon the sale under this paragraph of all the individual
dwellings in the property covered by the blanket mortgage and the
release of all individual dwellings from the lien of the blanket
mortgage, the insurance of the blanket mortgage shall be termi-
nated and no adjusted premium charge shall be charged by the
Secretary upon such termination.

(5) Where the Secretary has approved a plan of family unit
ownership the terms “single-family dwelling”, “single-family dwell-
ings”, “individual dwelling”, and “individual dwellings” shall mean
a family unit or family units, together with the undivided interest
(or interests) in the common areas and facilities.

(6) For purposes of this subsection, the terms “single-family
dwelling” and “single-family dwellings” (except for purposes of
paragraph (5)) shall include a two- to three-family dwelling which
has been approved by the Secretary.

(7) In addition to the assistance payments authorized under
subsection (b), the Secretary may make such payments to a mort-
gagee on behalf of a nonprofit organization or public body or agency
which is a mortgagor under the provisions of paragraph (1) in an
amount not exceeding the difference between the monthly payment
for principal, interest, and mortgage insurance premium which the
mortgagor is obligated to pay under the mortgage and the monthly
payment for principal and interest such mortgagor would be obli-
gated to pay if the mortgage were to bear interest at the rate of
1 per centum per annum.

(8) A mortgage covering property which is not deteriorating or
substandard may be insured under this subsection only if it is situ-
ated in an area in which mortgages may be insured under section
221(h).
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(9) In insuring eligibile mortgages under this subsection, the
Secretary may not deny insurance on the basis that a mortgage in-
volves a two- to three-family dwelling or is to be used to finance
substantial rehabilitation rather than new construction.

(k) The Secretary shall from time to time allocate and transfer
to the Secretary of Agriculture, for use (in accordance with the
terms and conditions of this section) in rural areas and small
towns, a reasonable portion of the total authority to contract to
make assistance payments as approved in appropriation Acts under
subsection (h)(1).

(1) In determining the income of any person for the purposes
of this section, there shall be deducted an amount equal to $300
for each minor person who is a member of the immediate family
of such person and living with such family, and the earnings of any
such minor persons shall not be included in the income of such per-
son or his family.

(m) No mortgage (except a mortgage insured under subsection
(r)) shall be insured under this section after September 30, 1989,
except pursuant to a commitment to insure before that date.

(n) No mortgage may be insured under this section on a unit
in a subdivision, after the effective date of enactment of this sub-
section, which, when added to any other mortgages insured under
this section in that subdivision after such date, represents more
than 40 per centum of the total number of units in the subdivision,
except that the preceding limitation shall not apply with regard to
any rehabilitated unit, or to any unit or subdivision located or to
be located in an established urban neighborhood or area, where a
sound proposal is involved and where an aggregation of subsidized
units is essential to a community sponsored overall redevelopment
plan, as determined by the Secretary or to a mortgage insured
under subsection (r).

(0) The Secretary may insure a mortgage under this section in-
volving a principal obligation which exceeds, by not more than 20
per centum, the maximum limits specified under subsection (b)(2)
or (i)(3) of this section if the mortgage relates to a dwelling in an
urban neighborhood where the Secretary determines that a commu-
nity sponsored program of concentrated redevelopment or revital-
ization is being undertaken and the Secretary determines that such
action is necessary to enable eligible families residing in the area
who occupy substandard housing or are being involuntarily dis-
placed to remain in the area in decent, safe, and sanitary housing.

(p) The Secretary may insure a mortgage under this section in-
volving a principal obligation which exceeds, by not more than 10
per centum, the maximum limits specified under subsection (b)(2)
or (i)(3) of this section, or, if applicable, the maximum principal ob-
ligation insurable pursuant to subsection (o) of this section, if the
mortgage relates to a dwelling to be occupied by a physically handi-
capped person and the Secretary determines that such action is
necessary to reflect the cost of making such dwelling accessible to
and usable by such person.

(q)(1) Notwithstanding any other provision of this section, ex-
cept subsection (n), if the Secretary determines that there is a sub-
stantial need for emergency stimulation of the housing market, the
Secretary is authorized to make and enter into contracts to make
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periodic assistance payments to the extent of not to exceed 75 per
centum of the authority available pursuant to subsection (h)(1), on
behalf of homeowners, including owners of manufactured homes, to
mortgagees or other lenders holding mortgages, loans, or advances
of credit which meet the requirements of this subsection. The Sec-
retary may establish such criteria, terms, and conditions relating
to homeowners and mortgages, loans, or advances of credit assisted
under this subsection as the Secretary deems appropriate, consist-
ent with the provisions of this subsection. The Secretary is author-
ized to insure a mortgage which meets the requirements of and is
to be assisted under this subsection. The authority to enter into
contracts to provide assistance payments and to insure mortgages
under this subsection shall terminate on September 30, 1989, or at
such earlier date as the Secretary may deem appropriate, upon a
determination by the Secretary that the conditions which gave rise
to the exercise of authority under this subsection are no longer
present, except pursuant to a commitment entered into prior to
such date.

(2) Payments under this subsection may be made only on be-
half of a homeowner who satisfies such eligibility requirements as
may be prescribed by the Secretary and who—

(A)(d) is a mortgagor under a mortgage which meets the re-
quirements of and is insured under this subsection, or (ii) is
the original owner of a new manufactured home consisting of
two or more modules and a lot on which the manufactured
home is situated, where insurance under section 2 of this Act
covering the loan, advance of credit, or purchase of an obliga-
tion representing such loan or advance of credit to finance the
purchase of such manufactured home and lot has been granted
to the lender making such loan, advance of credit, or purchase
of an obligation; and

(B) has a family income, at the time of initial occupancy,
which does not exceed 130 per centum of the area median in-
come for the area (with adjustments for smaller and larger
families, unusually high or low median family income, or other
factors), as determined by the Secretary.

(3) Assistance payments to a mortgagee or other lender by the
Secretary on behalf of a homeowner shall be made only during such
time as the homeowner shall continue to occupy the property which
secures the mortgage, loan, or advance of credit. The Secretary
may, where a mortgage insured under this subsection has been as-
signed to the Secretary, continue making such assistance pay-
ments.

(4) The amount of the assistance payments in the case of a
mortgage shall not at any time exceed the lesser of—

(A) the balance of the monthly payment for principal, in-
terest, taxes, insurance, and any mortgage insurance premium
due under the mortgage remaining unpaid after applying a
minimum of 25 per centum of the mortgagor’s income, except
that the Secretary may reduce such per centum of income to
the extent he deems necessary, but not lower than 20 per cen-
tum of the mortgagor’s income; or

(B) the difference between the amount of the monthly pay-
ment for principal, interest, and any mortgage insurance pre-
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mium which would be required if the mortgage were a level
payment mortgage bearing interest at a rate equal to the maxi-
mum interest rate which is applicable to level payment mort-
gages insured under section 203(b), other than mortgages sub-
ject to section 3(a)(2) of Public Law 90-301, and the monthly
payment for principal and interest which the mortgagor would
be obligated to pay if the mortgage were a level payment mort-
gage bearing interest at the rate of at least 9% per centum per
annum.

(5) Assistance payments on behalf of the owner of a manufac-
tured home shall not at any time exceed the lesser of—

(A) the balance of the monthly payment for principal, in-
terest, real and personal property taxes, insurance, and insur-
ance premium chargeable under section 2 of this Act due under
the loan or advance of credit remaining unpaid after applying
a minimum of 25 per centum of the manufactured homeowner’s
income, except that the Secretary may reduce such per centum
of income to the extent he deems necessary, but not lower than
20 per centum of the mortgagor’s income; or

(B) the difference between the amount of the monthly pay-
ment for principal, interest, and insurance premium charge-
able under section 2 of this Act which the manufactured home-
owner is obligated to pay under the loan or advance of credit
and the monthly payment of principal and interest which the
owner would be obligated to pay if the loan or advance of credit
were to bear an interest rate determined by the Secretary
which shall not be less than 12 per centum per annum.

(6) The Secretary may include in the payment to the mortga-
gee or other lender such amount, in addition to the amount com-
puted under paragraph (4) or (5), as the Secretary deems appro-
priate to reimburse the mortgagee or other lender for its reason-
able and necessary expenses in handling the mortgage, loan, or ad-
vance of credit.

(7) The Secretary shall prescribe such regulations as the Sec-
retary deems necessary to assure that the sale price of, or other
consideration paid in connection with, the purchase by a home-
owner of the property with respect to which assistance payments
are to be made is not greater than the appraised value as deter-
mined by the Secretary.

(8) Assistance payments pursuant to paragraph (5) shall not be
made with respect to more than 20 per centum of the total number
of units with respect to which assistance is approved under this
subsection.

(9) The Secretary may, in addition to mortgages insured under
subsection (i) or (j), insure, upon application by the mortgagee, a
mortgage executed by a mortgagor who meets the eligibility re-
quirements for assistance payments prescribed by the Secretary
under paragraph (2). Commitments for the insurance of such mort-
gages may be issued by the Secretary prior to the date of their exe-
cution or disbursement thereon, upon such terms and conditions as
the Secretary may prescribe.

(10) To be eligible for insurance under this subsection, a mort-
gage shall—



Sec. 235 SECTION 235 HOMEOWNERSHIP ASSISTANCE 140

(A) be a first lien on real estate held in fee simple, or on
a leasehold under a lease which meets terms and conditions es-
tablished by the Secretary;

(B) have been made to, and be held by, a mortgagee ap-
proved by the Secretary as responsible and able to service the
mortgage properly;

(C) involve a one- to four-family dwelling which has been
approved by the Secretary prior to the beginning of construc-
tion, or if not so approved, has been completed within one year
prior to the filing of the application for insurance and which
has never been sold other than to the mortgagor;

(D) involve a principal residence the sales price of which
does not exceed 82 per centum of the applicable maximum
principal obligation of a mortgage which may be insured in the
area pursuant to section 203(b)(2), determined without regard
to the last sentence of such section;

(E) have maturity and amortization provisions satisfactory
to the Secretary;

(F) bear interest (exclusive of premium charges for insur-
ance, and service charges if any) at not to exceed the applicable
max%)mum rate for mortgages insured pursuant to section
203(b);

(G) be executed by a mortgagor who shall have paid in
cash or its equivalent, on account of the property, at least an
amount equal to 3 per centum of the Secretary’s estimate of
the cost of acquisition; and

(H) contain such other terms and conditions as the Sec-
retary may prescribe.

(11) The Secretary shall, to the extent practicable, insure mort-
gages under this subsection which are secured by properties which
contribute to the conservation of land and energy resources.

(12) A mortgage to be assisted under this subsection shall,
where the Secretary deems it appropriate, provide for graduated
payments pursuant to section 245.

(13) The Secretary shall develop and utilize a system to allo-
cate assistance under this subsection in a manner which assures
a reasonable distribution of such assistance among the various re-
gions of the country and which takes into consideration such fac-
tors as population, relative decline in building permits, the need for
increased housing production, and other factors he deems appro-
priate. Assistance provided under this subsection shall not be sub-
jefct to section 213 of the Housing and Community Development Act
of 1974.

(14) Upon the disposition by the homeowner of any property
assisted pursuant to this subsection, or where the homeowner rents
the property (or the owner’s unit in the case of a two- to four-family
residence) for a period longer than one year, the Secretary shall
provide for the recapture of an amount equal to the lesser of (A)
the amount of assistance actually received under this subsection,
other than any amount provided under paragraph (6), or (B) an
amount at least equal to 50 per centum of the net appreciation of
the property, as determined by the Secretary. For the purpose of
this paragraph, the term “net appreciation of the property” means
any increase in the value of the property over the original purchase
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price, less the reasonable costs of sale, the reasonable costs of im-
provements made to the property, and any increase in the mort-
gage balance as of the time of sale over the original mortgage bal-
ance due to the mortgage being insured pursuant to section 245.
In providing for such recapture, the Secretary shall include incen-
tives for the homeowner to maintain the property in a marketable
condition. Notwithstanding any other provision of law, any such as-
sistance shall constitute a debt secured by the property to the ex-
tent that the Secretary may provide for such recapture.

(15) Procedures shall be adopted by the Secretary for recertifi-
cation of the homeowner’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 such assistance payments with-
in the limits of the formula described in paragraph (4) or (5).

(r)(1) The Secretary is authorized, upon application of a mort-
gagee, to insure under this subsection a mortgage the proceeds of
which are used to refinance a mortgage insured under this section.

(2) To be eligible for insurance under this subsection, a mort-
gage must be executed by a mortgagor meeting the requirements
of paragraph (3) and shall—

(A) be a first lien on real estate held in fee simple, or on
a leasehold under a lease—

(i) for not less than 99 years which is renewable; or
(ii) having a period of not less than 10 years to run be-
yond the maturity date of the mortgage;

(B) have been made to, and held by, a mortgagee approved
by the Secretary;

(C) be in an amount not exceeding the outstanding prin-
cipal balance, including any unpaid interest, due on the mort-
gage being refinanced,;

(D) have a maturity not exceeding the unexpired term of
the mortgage being refinanced,;

(E) bear an interest rate not exceeding such percent per
annum on the amount of the principal obligation outstanding
at any time as the Secretary finds necessary to meet the mort-
gage market, taking into consideration the yields on mortgages
in the primary and secondary markets; to the extent that the
amounts described in paragraphs (4) (A) and (B) are not other-
wise paid by the Secretary, the foregoing interest rate may be
increased, in the discretion of the Secretary, to compensate the
mortgagee for its payment to, or on behalf of, the mortgagor of
such amounts; and

(F) meet the criteria for refinancing as determined by the
Secretary.

(3) Notwithstanding the provisions of subsection (h)(2), assist-
ance payments in connection with mortgages insured under para-
graph (2) shall be made only with respect to a family who is eligi-
ble for, and receiving assistance payments with respect to, the in-
sured mortgage being refinanced.

(4) The Secretary is authorized and, to the extent provided in
appropriation Acts, may pay to the mortgagor (directly, through the
mortgagee, or otherwise)—
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(A) an amount, as approved by the Secretary, as an incen-
tive to the mortgagor to refinance a mortgage insured under
this section; and

(B) an amount as approved by the Secretary for costs in-
curred in connection with the refinancing, including but not
limited to discounts, loan origination fees, and closing costs.

(5) Amounts of budget authority required for assistance pay-
ments contracts with respect to mortgages insured under this sub-
section shall be derived from amounts recaptured from assistance
payments contracts relating to mortgages that are being refi-
nanced. For purposes of subsection (¢)(3)(A), the amount of recap-
tured budget authority that the Secretary commits for assistance
payments contracts relating to mortgages insured under this sub-
section shall not be construed as “unused”.

(6) The Secretary is authorized to take any actions to identify
and communicate with any mortgagor of a mortgage insured under
this section to implement the refinancing of such mortgages with
insurance under this subsection. The Secretary may take such ac-
tions directly, or under contract. Notwithstanding the restriction of
section 552a(b) of title 5 of the United States Code, upon the re-
quest of an approved mortgagee, the Secretary may disclose to such
mortgagee the name and address of any mortgagor of a mortgage
insured under this section that meets the criteria for refinancing,
pursuant to paragraph (2)(F), and the unpaid principal balance and
interest rate on such mortgage.

(7) The Secretary shall implement the provisions of this sub-
section by a notice published in the Federal Register.



ENTERPRISE ZONE HOMEOWNERSHIP OPPORTUNITY
GRANTS

EXCERPT FROM HOUSING AND COMMUNITY DEVELOPMENT ACT OF
1992

[Public Law 102-550; 106 Stat. 3748; 42 U.S.C. 12898a]
SEC. 186. [42 U.S.C. 12898a] ENTERPRISE ZONE HOMEOWNERSHIP OP-
PORTUNITY GRANTS.
(a) STATEMENT OF PURPOSE.—It is the purpose of this section—

(1) to encourage homeownership by families in the United
States who are not otherwise able to afford homeownership;

(2) to encourage the redevelopment of economically de-
pressed areas; and

(3) to provide better housing opportunities in federally ap-
proved and equivalent State-approved enterprise zones.

(b) DEFINITIONS.—For purposes of this section the following
definitions shall apply:

(1) HOME.—The term “home” means any 1- to 4-family
dwelling. Such term includes any dwelling unit in a condomin-
ium project or cooperative project consisting of not more than
4 dwelling units, any town house, and any manufactured
home.

(2) METROPOLITAN STATISTICAL AREA.—The term “metro-
politan statistical area” means a metropolitan statistical area
as established by the Office of Management and Budget.

(3) NONPROFIT ORGANIZATION.—The term “nonprofit orga-
nization” means a private nonprofit corporation, or other pri-
vate nonprofit legal entity, that is approved by the Secretary
as to financial responsibility.

(4) SECRETARY.—The term “Secretary” means the Sec-
retary of Housing and Urban Development.

(5) STATE.—The term “State” means each of the several
States, the District of Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American Samoa, the North-
ern Mariana Islands, the Trust Territory of the Pacific Islands,
and any other territory or possession of the United States.

(6) UNIT OF GENERAL LOCAL GOVERNMENT.—The term “unit
of general local government” means any borough, city, county,
parish, town, township, village, or other general purpose politi-
cal subdivision of a State.

(c) ASSISTANCE TO NONPROFIT ORGANIZATIONS.—

(1) IN GENERAL.—The Secretary may provide assistance to
nonprofit organizations to carry out enterprise zone home-
ownership opportunity programs to promote homeownership in
federally approved and equivalent State-approved enterprise
zones in accordance with the provisions of this section. Such
assistance shall be made in the form of grants.
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(2) APPLICATIONS.—Applications for assistance under this
section shall be made in such form, and in accordance with
such procedures, as the Secretary may prescribe.

(d) ELIGIBLE USES OF ASSISTANCE.—

(1) IN GENERAL.—Any nonprofit organization receiving as-
sistance under this section shall use such assistance to provide
loans to families purchasing homes constructed or rehabilitated
in accordance with an enterprise zone homeownership oppor-
tunity program approved under this section.

(2) SPECIFIC REQUIREMENTS.—Each loan made to a family
under this subsection shall—

(A) be secured by a second mortgage held by the Sec-
retary on the property involved;

(B) be in an amount not exceeding $15,000;

(C) bear no interest; and

(D) be repayable to the Secretary upon the sales,
lease, or other transfer of such property.

(e) PROGRAM REQUIREMENTS.—

(1) IN GENERAL.—Assistance provided under this section
may be used only in connection with an enterprise zone home-
ownership opportunity program of construction or rehabilita-
tion of homes.

(2) FAMILY NEED.—Each family purchasing a home under
this section shall—

(A) have a family income on the date of such purchase
that is not more than the median income for a family of
4 persons (adjusted for family size) in the metropolitan
statistical area in which a federally approved or equivalent
State-approved enterprise zone is located; and

(B) not have owned a home during the 3-year period
preceding such purchase.

(3) DOWNPAYMENT.—Each family purchasing a home under
this section shall make a downpayment of not less than 5 per-
cent of the sale price of such home.

(4) LEASING PROHIBITION.—No family purchasing a home
under this section may lease such home.

(f) TERMS AND CONDITIONS OF ASSISTANCE.—

(1) LoCAL CONSULTATION.—No proposed enterprise zone
homeownership opportunity program may be approved by the
Secretary under this section unless the applicant involved
demonstrates to the satisfaction of the Secretary that—

(A) it has consulted with and received the support of
residents of the neighborhood in which such program is to
be located; and

(B) it has the approval of each unit of general local
government in which such program is to be located.

(2) PROGRAM SCHEDULE.—Each applicant for assistance
under this section shall submit to the Secretary an estimated
schedule for completion of its proposed enterprise zone home-
ownership opportunity program, which schedule shall have
been agreed to by each unit of general local government in
which such program is to be located.
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(3) LocATION.—AIll homes constructed or rehabilitated
under such program will be located in federally approved or
equivalent State-approved enterprise zones.

(4) SALES CONTRACTS.—Sales contracts entered into under
such program will contain provisions requiring repayment of
any loan made under this section upon the sale or other trans-
fer of the home involved, unless the Secretary approves a
transfer of such home without repayment (in which case the
second mortgage held by the Secretary on such home shall re-
main in force until such loan is fully repaid).

(g) PROGRAM SELECTION CRITERIA.—

(1) IN GENERAL.—In selecting enterprise zone homeowner-
ship opportunity programs for assistance under this section
from among eligible programs, the Secretary shall make such
selection on the basis of the extent to which—

(A) non-Federal public or private entities will contrib-
ute land necessary to make each program feasible;

(B) non-Federal public and private financial or other
contributions (including tax abatements, waivers of fees re-
lated to development, waivers of construction, devel-
opment, or zoning requirements, and direct financial
contributions) will reduce the cost of home ! constructed or
rehabilitated under each program,;

(C) each program will produce the greatest number of
units for the least amount of assistance provided under
this section, taking into consideration the cost differences
among different market areas; and

(D) each program provides for the involvement of local
residents in the planning, and construction or rehabilita-
tion, of homes.

(2) EXCEPTION.—To the extent that non-Federal public en-
tities are prohibited by the law of any State from making any
form of contribution described in subparagraph (A) or (B) of
paragraph (1), the Secretary shall not consider such form of
contribution in evaluating such program.

(h) REGULATIONS.—Not later than 180 days after the date of

enactment of this section?2, the Secretary shall issue final regula-
tions to carry out the provisions of this title.3 Any such regulations
shall be issued in accordance with section 553 of title 5, United
States Code, notwithstanding the provisions of subsection (a)(2) of
such section.

(i) FUNDING.—There are authorized to be appropriated to carry

out this section $30,000,000 in each of fiscal years 1993 and 1994.

1S0 in law.
2The date of enactment was October 28, 1992.
380 in law. Probably intended to refer to this section.



ELIGIBILITY UNDER FIRST-TIME HOMEBUYER
PROGRAMS

EXCERPT FROM CRANSTON-GONZALEZ NATIONAL AFFORDABLE
HOUSING ACT

[Public Law 101-625; 104 Stat. 4421; 42 U.S.C. 12713]
SEC. 956. [42 U.S.C. 12713] ELIGIBILITY UNDER FIRST-TIME HOME-
BUYER PROGRAMS.

(a) ELIGIBILITY OF DISPLACED HOMEMAKERS AND SINGLE PAR-
ENTS FOR FEDERAL ASSISTANCE FOR FIRST-TIME HOMEBUYERS.—

(1) D1SPLACED HOMEMAKERS.—No individual who is a dis-
placed homemaker may be denied eligibility under any Federal
program to assist first-time homebuyers on the basis that the
individual, while a homemaker, owned a home with his or her
spouse or resided in a home owned by the spouse.

(2) SINGLE PARENTS.—No individual who is a single parent
may be denied eligibility under any Federal program to assist
first-time homebuyers on the basis that the individual, while
married, owned a home with his or her spouse or resided in a
home owned by the spouse.

(b) DEFINITIONS.—For purposes of this section:

(1) DISPLACED HOMEMAKER.—The term “displaced home-
maker” means an individual who—

(A) is an adult;

(B) has not worked full-time, full-year in the labor
force for a number of years but has, during such years,
worked primarily without remuneration to care for the
home and family; and

(C) is unemployed or underemployed and is experienc-
ing difficulty in obtaining or upgrading employment.

(2) FIRST-TIME HOMEBUYER.—The term “first-time home-
buyer” means an individual who has never, or has not during
a specified period of time, had any present ownership interest
in a principal residence.

(3) SINGLE PARENT.—The term “single parent” means an
individual who—

(A) is unmarried or legally separated from a spouse;
and

(B)(1) has 1 or more minor children for whom the indi-
vidual has custody or joint custody; or

(i1) is pregnant.

(c) APPLICABILITY.—This section shall apply to any Federal pro-
gram to assist first-time homebuyers, unless the program is ex-
empted from this section by a statute that amends this subsection
or explicitly refers to this subsection.
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