PART XI—REGULATORY PROGRAMS

INTERSTATE LAND SALES FULL DISCLOSURE ACT
EXCERPT FROM HOUSING AND URBAN DEVELOPMENT ACT OF 1968
[Public Law 90-448; 82 Stat. 590; 15 U.S.C. 1701 et seq.]

TITLE XIV—INTERSTATE LAND SALES

SHORT TITLE

SEC. 1401.[15 U.S.C. 1701 note] This title may be cited as the
“Interstate Land Sales Full Disclosure Act.”

DEFINITIONS

SEcC. 1402. [15 U.S.C. 1701] For the purposes of this title, the
term—

(1) “Secretary” means the Secretary of Housing and Urban
Development;

(2) “person” means an individual, or an unincorporated or-
ganization, partnership, association, corporation, trust, or es-
tate;

(3) “subdivision” means any land which is located in any
State or in a foreign country and is divided or is proposed to
be divided into lots, whether contiguous or not, for the purpose
of sale or lease as part of a common promotional plan;

(4) “common promotional plan” means a plan, undertaken
by a single developer or a group of developers acting in concert,
to offer lots for sale or lease; where such land is offered for sale
by such a developer or group of developers acting in concert,
and such land is contiguous or is known, designated, or adver-
tised as a common unit or by a common name, such land shall
be presumed, without regard to the number of lots covered by
each individual offering, as being offered for sale or lease as
part of a common promotional plan;

(5) “developer” means any person who, directly or indi-
rectly, sells or leases, or offers to sell or lease, or advertises for
sale or lease any lots in a subdivision;

(6) “agent” means any person who represents, or acts for
or on behalf of, a developer in selling or leasing, or offering to
sell or lease, any lot or lots in a subdivision; but shall not in-
clude an attorney at law whose representation or another per-
son consists solely of rendering legal services;

(7) “blanket encumbrance” means a trust deed, mortgage,
judgment, or any other lien or encumbrance, including an op-
tion or contract to sell or a trust agreement, affecting a sub-
division or affecting more than one lot offered within a subdivi-
sion, except that such term shall not include any lien or other
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encumbrance arising as the result of the imposition of any tax
assessment by any public authority;

(8) “interstate commerce” means trade or commerce among
the several states or between any foreign country and any
state;

(9) “State” includes the several States, the District of Co-
lumbia, the Commonwealth of Puerto Rico, and the territories
and possessions of the United States;

(10) “purchaser” means an actual or prospective purchaser
or lessee of any lot in a subdivision; and

(11) “offer” includes any inducement, solicitation, or at-
tempt to encourage a person to acquire a lot in a subdivision.

EXEMPTIONS

SEC. 1403. [15 U.S.C. 1702] (a) Unless the method of disposi-
tion is adopted for the purpose of evasion of this title, the provi-
sions of this title shall not apply to—

(1) the sale or lease of lots in a subdivision containing less
than twenty-five lots;

(2) the sale or lease of any improved land on which there
is a residential, commercial, condominium, or industrial build-
ing, or the sale or lease of land under a contract obligating the
seller or lessor to erect such a building thereon within a period
of two years;

(3) the sale of evidences of indebtedness secured by a mort-
gage or deed of trust on real estate;

(4) the sale of securities issued by a real estate investment
trust;

(5) the sale or lease of real estate by any government or
government agency;

(6) the sale or lease of cemetery lots;

(7) the sale or lease of lots to any person who acquires
such lots for the purpose of engaging in the business of con-
structing residential, commercial, or industrial buildings or for
the purpose of resale or lease of such lots to persons engaged
in such business; or

(8) the sale or lease of real estate which is zoned by the
appropriate governmental authority for industrial or commer-
cial development or which is restricted to such use by a dec-
laration of covenants, conditions, and restrictions which has
been recorded in the official records of the city or county in
which such real estate is located, when—

(A) local authorities have approved access from such
real estate to a public street or highway;

(B) the purchaser or lessee of such real estate is a duly
organized corporation, partnership, trust, or business en-
tity engaged in commercial or industrial business;

(C) the purchaser or lessee of such real estate is rep-
resented in the transaction of sale or lease by a represent-
ative of its own selection;

(D) the purchaser or lessee of such real estate affirms
in writing to the seller or lessor that it either (i) is pur-
chasing or leasing such real estate substantially for its
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own use, or (ii) has a binding commitment to sell, lease,

or sublease such real estate to an entity which meets the

requirements of subparagraph (B), is engaged in commer-
cial or industrial business, and is not affiliated with the
seller, lessor, or agent thereof; and

(E) a policy of title insurance or a title opinion is
issued in connection with the transaction showing that
title to the real estate purchased or leased is vested in the
seller or lessor, subject only to such exceptions as may be
approved in writing by such purchaser or the lessee prior
to recordation of the instrument of conveyance or execution
of the lease, but (i) nothing herein shall be construed as
requiring the recordation of a lease, and (ii) any purchaser
or lessee may waive, in writing in a separate document,
the requirement of this subparagraph that a policy of title
insurance or title opinion be issued in connection with the
transaction.

(b) Unless the method of disposition is adopted for the purpose
of evasion of this title, the provisions requiring registration and
disclosure (as specified in section 1404(a)(1) and sections 1405
through 1408) shall not apply to—

(1) the sale or lease of lots in a subdivision containing
fewer than one hundred lots which are not exempt under sub-
section (a);

(2) the sale or lease of lots in a subdivision if, within the
twelve-month period commencing on the date of the first sale
or lease of a lot in such subdivision after the effective date of
this subsection or on such other date within that twelve-month
period as the Secretary may prescribe, not more than twelve
lots are sold or leased, and the sale or lease of the first twelve
lots in such subdivision in any subsequent twelve-month pe-
riod, if not more than twelve lots have been sold or leased in
any preceding twelve-month period after the effective date of
this subsection;

(3) the sale or lease of lots in a subdivision if each
noncontiguous part of such subdivision contains not more than
twenty lots, and if the purchaser or lessee (or spouse thereof)
has made a personal, on-the-lot inspection of the lot purchased
or leased, prior to signing of the contract or agreement to pur-
chase or lease;

(4) the sale or lease of lots in a subdivision in which each
of the lots is at least twenty acres (inclusive of easements for
ingress and egress or public utilities);

(5) the sale or lease of a lot which is located within a mu-
nicipality or county where a unit of local government specifies
minimum standards for the development of subdivision lots
taking place within its boundaries, when—

(A)(i) the subdivision meets all local codes and stand-
ards, and (ii) each lot is either zoned for single family resi-
dences or, in the absence of a zoning ordinance, is limited
exclusively to single family residences;

(B)() the lot is situated on a paved street or highway
which has been built to standards applicable to streets and
highways maintained by the unit of local government in
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which the subdivision is located and is acceptable to such
unit, or, where such street or highway is not complete, a
bond or other surety acceptable to the municipality or
county in the full amount of the cost of completing such
street or highway has been posted to assure completion to
such standards, and (ii) the unit of local government or a
homeowners association has accepted or is obligated to ac-
cept the responsibility of maintaining such street or high-
way, except that, in any case in which a homeowners asso-
ciation has accepted or is obligated to accept such respon-
sibility, a good faith written estimate of the cost of carry-
ing out such responsibility over the first ten years of own-
ership or lease is provided to the purchaser or lessee prior
fo the signing of the contract or agreement to purchase or
ease;

(C) at the time of closing, potable water, sanitary sew-
age disposal, and electricity have been extended to the lot
or the unit of local government is obligated to install such
facilities within one hundred and eighty days, and, for sub-
divisions which do not have a central water or sewage dis-
posal system, rather than installation of water or sewer fa-
cilities, there must be assurances that an adequate potable
water supply is available year-round and that the lot is ap-
proved for the installation of a septic tank;

(D) the contract of sale requires delivery of a warranty
deed (or, where such deed is not commonly used in the ju-
risdiction where the lot is located, a deed or grant which
warrants that the grantor has not conveyed the lot to an-
other person and that the lot is free from encumbrances
made by the grantor or any other person claiming by,
through, or under him) to the purchaser within one hun-
dred and eighty days after the signing of the sales con-
tract;

(E) at the time of closing, a title insurance binder or
a title opinion reflecting the condition of the title shall be
in existence and issued or presented to the purchaser or
lessee showing that, subject only to such exceptions as
may be approved in writing by the purchaser or lessee at
the time of closing, marketable title to the lot is vested in
the seller or lessor;

(F) the purchaser or lessee (or spouse thereof) has
made a personal, on-the-lot inspection of the lot purchased
or leased, prior to signing of the contract or agreement to
purchase or lease; and

(G) there are no offers, by direct mail or telephone so-
licitation, of gifts, trips, dinners, or other such promotional
techniques to induce prospective purchasers or lessees to
visit the subdivision or to purchase or lease a lot;

(6) the sale or lease of a lot, if a mobile home is to be erect-
ed or placed thereon as a residence, where the lot is sold as
a homesite by one party and the home by another, under con-
tracts that obligate such sellers to perform, contingent upon
the other seller carrying out its obligations so that a completed
mobile home will be erected or placed on the completed home-
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site within a period of two years, and provide for all funds re-
ceived by the sellers to be deposited in escrow accounts (con-
trolled by parties independent of the sellers) until the trans-
actions are completed, and further provide that such funds
shall be released to the buyer on demand without prejudice if
the land with the mobile home erected or placed thereon is not
conveyed within such two-year period. Such homesite must
conform to all local codes and standards for mobile home sub-
divisions, if any, must provide potable water, sanitary sewage
disposal, electricity, access by roads, the purchaser must re-
ceive marketable title to the lot, and where common facilities
are to be provided, they must be completed or fully funded;

(7)(A) the sale or lease of real estate by a developer who
is engaged in a sales operation which is intrastate in nature.
For purposes of this exemption, a lot may be sold only if—

(i) the lot is free and clear of all liens, encumberances,
and adverse claims;

(i1) the purchaser or lessee (or spouse thereof) has
made a personal on-the-lot inspection of the lot to be pur-
chased or leased,;

(iii) each purchase or lease agreement contains—

(I) a clear and specific statement describing a good
faith estimate of the year of completion of, and the
party responsible for, providing and maintaining the
roads, water facilities, sewer facilities and any existing
or promised amenities; and

(IT) a nonwaivable provision specifying that the
contract or agreement may be revoked at the option of
the purchaser or lessee until midnight of the seventh
day following the signing of such contract or agree-
ment or until such later time as may be required pur-
suant to applicable State laws; and
(iv) the purchaser or lessee has, prior to the time the

contract or lease is entered into, acknowledged in writing

the receipt of a written statement by the developer con-
taining good faith estimates of the cost of providing elec-

fric, water, sewage, gas, and telephone service to such a

ot.

(B) As used in subparagraph (A)(i) of this paragraph, the
terms “liens”, “encumbrances”, and “adverse claims” do not in-
clude United States land patents and similar Federal grants or
reservations, property reservations which land developers com-
monly convey or dedicate to local bodies or public utilities for
the purpose of bringing public services to the land being devel-
oped, taxes and assessments imposed by a State, by any other
public body having authority to assess and tax property, or by
a property owners’ association, which, under applicable State
or local law, constitute liens on the property before they are
due and payable or beneficial property restrictions which
would be enforceable by other lot owners or lessees in the sub-
division, if—

(i) the developer, prior to the time the contract of sale
or lease is entered into, has furnished each purchaser or
lessee with a statement setting forth in descriptive and
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concise terms all such liens, reservations, taxes, assess-

ments and restrictions which are applicable to the lot to be

purchased or leased; and

(ii) receipt of such statement has been acknowledged
in writing by the purchaser or lessee.

(C) For the purpose of this paragraph, a sales operation is
“intrastate in nature” if the developer is subject to the laws of
the State in which the land is located, and each lot in the sub-
division, other than those which are exempt under section
1403(a), (b)(6), or (b)(8), is sold or leased to residents of the
State in which the land is located; or

(8) the sale or lease of a lot in a subdivision containing
fewer than three hundred lots if—

(A) the principal residence of the purchaser or lessee
is within the same standard metropolitan statistical area,
as defined by the Office of Management and Budget, as
the lot purchased or leased;

(B) the lot is free and clear of liens (such as mort-
gages, deeds of trust, tax liens, mechanics liens, or judg-
ments) at the time of the signing of the contract or agree-
ment and until a deed is delivered to the purchaser or the
lease expires. As used in this subparagraph, the term
“liens” does not include (i) United States land patents and
similar Federal grants or reservations, (ii) property res-
ervations which lands developers commonly convey or
dedicate to local bodies or public utilities for the purpose
of bringing public services to the land being developed, (iii)
taxes and assessments imposed by a State, by any other
public body having authority to assess and tax property, or
by a property owners’ association, which, under applicable
State or local law, constitute liens on the property before
they are due and payable or beneficial property restric-
tions which would be enforceable by other lot owners or
lessees in the subdivision, or (iv) other interests described
in regulations prescribed by the Secretary;

(C) the purchaser or lessee (or spouse thereof) has
made a personal on-the-lot inspection of the lot to be pur-
chased or leased,;

(D) each purchase or lease agreement contains (i) a
clear and specific statement describing a good faith esti-
mate of the year of completion of and the party responsible
for providing and maintaining the roads, water facilities
sewer facilities and any existing or promised amenities;
and (ii) a non waivable provision specifying that the con-
tract or agreement may be revoked at the option of the
purchaser or lessee until midnight of the seventh day fol-
lowing the signing of such contract or agreement or until
such later time as may be required pursuant to applicable
State laws;

(E) the purchaser or lessee has, prior to the time the
contract or lease is entered into, acknowledged in writing
receipt of a written statement by the developer setting
forth (i) in descriptive and concise terms all liens, reserva-
tions, taxes, assessments, beneficial property restrictions
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which would be enforceable by other lot owners or lessees
in the subdivision, and adverse claims which are applica-
ble to the lot to be purchased or leased, and (ii) good faith
estimates of the cost of providing electric, water, sewer,
gas, and telephone service to such lot;

(F) the developer executes and supplies to the pur-
chaser a written instrument designating a person within
the State of residence of the purchaser as his agent for
service of process and acknowledging that the developer
submits to the legal jurisdiction of the State in which the
purchaser or lessee resides; and

(G) the developer executes a written affirmation to the
effect that he has complied with the provisions of this
paragraph, such affirmation to be given on a form provided
by the Secretary, which shall include the following: the
name and address of the developer; the name and address
of the purchaser or lessee; a legal description of the lot;
and affirmation that the provisions of this paragraph have
been complied with; a statement that the developer sub-
mits to the jurisdiction of this title with regard to the sale
of lease; and the signature of the developer.

(c) The Secretary may from time to time, pursuant to rules and
regulations issued by him, exempt from any of the provisions of
this title any subdivision or any lots in a subdivision, if he finds
that the enforcement of this title with respect to such subdivision
or lots is not necessary in the public interest and for the protection
of purchasers by reason of the small amount involved or the limited
character of the public offering.

REQUIREMENTS RELATING TO THE SALE OR LEASE OF LOTS

SEC. 1404. [15 U.S.C. 1703] (a) It shall be unlawful for any
developer or agent, directly or indirectly, to make use of any means
or instruments of transportation or communication in interstate
commerce, or of the mails—

(1) with respect to the sale or lease of any lot not exempt

under section 1403—

(A) to sell or lease any lot unless a statement of record
with respect to such lot is in effect in accordance with sec-
tion 1407;

(B) to sell or lease any lot unless a printed property
report, meeting the requirements of section 1408, has been
furnished to the purchaser or lessee in advance of the sign-
ing of any contract or agreement by such purchaser of les-
see;

(C) to sell or lease any lot where any part of the state-
ment of record or the property report contained an untrue
statement of a material fact or omitted to state a material
fact required to be stated therein pursuant to sections
1405 through 1408 of this title or any regulations there-
under; or

(D) to display or deliver to prospective purchasers or
lessees advertising and promotional material which is in-
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consistent with information required to be disclosed in the

property report; or

(2) with respect to the sale or lease, or offer to sell or lease,
any lot not exempt under section 1403(a)—

(A) to employ any device, scheme, or artifice to de-
fraud,;

(B) to obtain money or property by means of any un-
true statement of a material fact, or any omission to state
a material fact necessary in order to make the statements
made (in light of the circumstances in which they were
made and within the context of the overall offer and sale
or lease) not misleading, with respect to any information
pertinent to the lot or subdivision;

(C) to engage in any transaction, practice, or course of
business which operates or would operate as a fraud or de-
ceit upon a purchaser; or

(D) to represent that roads, sewers, water, gas, or elec-
tric service, or recreational amenities will be provided or
completed by the developer without stipulating in the con-
tract of sale or lease that such services or amenities will
be provided or completed.

(b) Any contract or agreement for the sale or lease of a lot not
exempt under section 1403 may be revoked at the option of the
purchaser or lessee until midnight of the seventh day following the
signing of such contract or agreement or until such later time as
may be required pursuant to applicable State laws, and such a con-
tract or agreement shall clearly provide this right.

(c) In the case of any contract or agreement for the sale or
lease of a lot for which a property report is required by this title
and the property report has not been given to the purchaser or les-
see in advance or his or her signing such contract or agreement,
such contract or agreement may be revoked at the option of the
purchaser or lessee within two years from the date of such signing,
and such contract or agreement shall clearly provide this right.

(d) Any contract or agreement which is for the sale or lease of
a lot not exempt under section 1403 and which does not provide—

(1) a description of the lot which makes such lot clearly
identifiable and which is in a form acceptable for recording by
the appropriate public official responsible for maintaining land
records in the jurisdiction in which the lot is located;

(2) that, in the event of a default or breach of the contract
or agreement by the purchaser or lessee, the seller or lessor (or
successor thereof) will provide the purchaser or lessee with
written notice of such default or breach and of the opportunity,
which shall be given such purchaser or lessee, to remedy such
default or breach within twenty days after the date of the re-
ceipt of such notice; and

(3) that, if the purchaser or lessee loses rights and interest
in the lot as a result of a default or breach of the contract or
agreement which occurs after the purchaser or lessee has paid
15 per centum of the purchase price of the lot, excluding any
interest owed under the contract or agreement, the seller or
lessor (or succesor thereof) shall refund to such a purchaser or
lessee any amount which remains after subtracting (A) 15 per
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centum of the purchase price of the lot, excluding any interest

owed under the contract or agreement, or the amount of dam-

ages incurred by the seller or lessor (or successor thereof) as

a result of such breach, whichever is greater, from (B) the

amount paid by the purchaser or lessee with respect to the

purchase price of the lot, excluding any interest paid under the

contract or agreement,
may be revoked at the option of the purchaser or lessee for two
years from the date of the signing of such contract or agreement.
This subsection shall not apply to the sale of a lot for which, within
one hundred and eighty days after the signing of the sales contract,
the purchaser receives a warranty deed (or, where such deed is not
commonly used in the jurisdiction where the lot is located, a deed
or grant that warrants at least that the grantor has not conveyed
the lot to another person and that the lot is free from encum-
brances made by the grantor or any other person claiming by,
through, or under him or her).

(e) If a contract or agreement is revoked pursuant to sub-
section (b), (c), or (d), if the purchaser or lessee tenders to the seller
or lessor (or successor thereof) an instrument conveying his or her
rights and interests in the lot, and if the rights and interests and
the lot are in a condition which is substantially similar to the con-
dition in which they were conveyed or purported to be conveyed to
the purchaser or lessee, such purchaser or lessee shall be entitled
to all money paid by him or her under such contract or agreement.

REGISTRATION OF SUBDIVISIONS

SEC. 1405. [15 U.S.C. 1704] (a) A subdivision may be reg-
istered by filing with the Secretary a statement of record, meeting
the requirements of this title and such rules and regulations as
may be prescribed by the Secretary in furtherance of the provisions
of this title. A statement of record shall be deemed effective only
as to the lots specified therein.

(b) At the time of filing a statement of record, or any amend-
ment thereto, the developer shall pay to the Secretary a fee, not
in excess of $1,000, in accordance with a schedule to be fixed by
the regulations of the Secretary, which fees may be used by the
Secretary to cover all or part of the cost of rendering services under
this title, and such expenses as are paid from such fees shall be
considered non-administrative.

(¢c) The filing with the Secretary of a statement of record, or
of an amendment thereto, shall be deemed to have taken place
upon the receipt thereof, accompanied by payment of the fee re-
quired by subsection (b).

(d) The information contained in or filed with any statement
of record shall be made available to the public under such regula-
tions as the Secretary may prescribe and copies thereof shall be
furnished to every applicant at such reasonable charge as the Sec-
retary may prescribe.
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INFORMATION REQUIRED IN STATEMENT OF RECORD

SEC. 1406. [15 U.S.C. 17051 The statement of record shall con-
tain the information and be accompanied by the documents speci-
fied hereinafter in this section—

(1) the name and address of each person having an inter-
est in the lots in the subdivision to be covered by the state-
ment of record and the extent of such interest;

(2) a legal description of, and a statement of the total area
included in, the subdivision and a statement of the topography
thereof, together with a map showing the division proposed
and the dimensions of the lots to be covered by the statement
of record and their relation to existing streets and roads;

(3) a statement of the condition of the title to the land
comprising the subdivision, including all encumbrances and
deed restrictions and convenants applicable thereto;

(4) a statement of the general terms and conditions, in-
cluding the range of selling prices or rents at which it is pro-
posed to dispose of the lots in the subdivision;

(5) a statement of the present condition of access to the
subdivision, the existence of any unusual conditions relating to
noise or safety which affect the subdivision and are known to
the developer, the availability of sewage disposal facilities and
other public utilities (including water, electricity, gas and tele-
phone facilities) in the subdivision, the proximity in miles to
the subdivision to nearby municipalities, and the nature of any
improvements to be installed by the developer and his esti-
mated schedule for completion;

(6) in the case of any subdivision or portion thereof against
which there exists a blanket encumbrance, a statement of the
consequences for an individual purchaser of a failure, by the
person or persons bound, to fulfill obligations under the instru-
ment or instruments creating such encumbrance and the steps,
if any, taken to protect the purchaser in such eventuality;

(7)(A) copy of its articles of incorporation, with all amend-
ments thereto, if the developer is a corporation; (B) copies of
all instruments by which the trust is created or declared, if the
developer is a trust; (C) copies of its articles of partnership or
association and all other papers pertaining to its organization,
if the developer is a partnership, unincorporated association,
joint stock company, or any other form of organization; and (D)
if the purported holder of legal title is a person other than de-
veloper, copies of the above documents for such person;

(8) copies of the deed or other instrument establishing title
to the subdivision in the developer or other person and copies
of any instrument creating a lien or encumbrance upon the
title of developer or other person or copies of the opinion or
opinions of counsel in respect to the title to the subdivision in
the developer or other person or copies of the title insurance
policy guaranteeing such title;

(9) copies of all forms of conveyance to be used in selling
or leasing lots to purchasers;

(10) copies of instruments creating easements or other
restrictions;
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(11) such certified and uncertified financial statements of
the developer as the Secretary may require; and

(12) such other information and such other documents and
certifications as the Secretary may require as being reasonably
necessary or appropriate for the protection of purchasers.

TAKING EFFECT OF STATEMENTS OF RECORD AND AMENDMENTS
THERETO

SEc. 1407. [15 U.S.C. 1706] (a) Except as hereinafter pro-
vided, the effective date of a statement of record, or any amend-
ment thereto, shall be the thirtieth day after the filing thereof or
such earlier date as the Secretary may determine, having due re-
gard to the public interest and the protection of purchaser. If any
amendment to any such statement is filed prior to the effective
date of the statement, the statement shall be deemed to have been
filed when such amendment was filed; except that such an amend-
ment filed with the consent of the Secertary, or filed pursuant to
an order of the Secretary, shall be treated as being filed as of the
date of the filing of the statement of record. When a developer
records additional lands to be offered for disposition, he may con-
solidate the subsequent statement of record with any earlier re-
cording offering subdivided land for disposition under the same
promotional plan. At the time of consolidation the developer shall
include in the consolidated statement of record any material
changes in the information contained in the earlier statement.

(b) If it appears to the Secretary that a statement of record,
or any amendment thereto, is on its face incomplete or inaccurate
in any material respect, the Secretary shall so advise the developer
within a reasonable time after the filing of the statement or the
amendment, but prior to the date the statement or amendment
would otherwise be effective. Such notification shall serve to sus-
pend the effective date of the statement or the amendment until
thirty days after the developer files such additional information as
the Secretary shall require. Any developer, upon receipt of such no-
tice, may request a hearing, and such hearing shall be held within
twenty days of receipt of such request by the Secretary.

(c) If, at any time subsequent to the effective date of a state-
ment or record, a change shall occur affecting any material fact re-
quired to be contained in the statement, the developer shall
promptly file an amendment thereto. Upon receipt of any such
amendment, the Secretary may, if he determines such action to be
necessary or appropriate in the public interest or for the protection
of purchasers, suspend the statement of record until the amend-
ment becomes effective.

(d) If it appears to the Secretary at any time that a statement
of record, which is in effect, includes any untrue statement of a ma-
terial fact or omits to state any material fact required to be stated
therein or necessary to make the statements therein not mislead-
ing, the Secretary may, after notice, and after opportunity for hear-
ing (at a time fixed by the Secretary) within fifteen days after such
notice, issue an order suspending the statement of record. When
such statement has been amended in accordance with such order,
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the Secretary shall so declare and thereupon the order shall cease
to be effective.

(e) The Secretary is hereby empowered to make an examina-
tion in any case to determine whether an order should issue under
subsection (d). In making such examination, the Secretary or any-
one designated by him shall have access to and may demand the
production of any books and papers of, and many administer oaths
and affirmations to and examine, the developer, any agents, or any
other person, in respect of any matter relevant to the examination.
If the developer or any agents shall fail to cooperate, or shall ob-
struct or refuse to permit the making of an examination, such con-
duct shall be proper ground for the issuance of an order suspending
the statement of record.

(f) Any notice required under this section shall be sent to or
served on the developer or his authorized agent.

INFORMATION REQUIRED IN PROPERTY REPORT

SEC. 1408. [15 U.S.C. 1707] (a) A property report relating to
the lots in a subdivision shall contain such of the information con-
tained in the statement of record, and any amendments thereto, as
the Secretary may deem necessary, but need not include the docu-
ments referred to in paragraphs (7) to (11), inclusive, of section
1406. A property report shall also contain such other information
as the Secretary may by rules or regulations require as being nec-
essary or appropriate in the public interest or for the protection of
purchasers.

(b) The property report shall not be used for any promotional
purposes before the statement of record becomes effective and then
only if it is used in its entirety. No person may advertise or rep-
resent that the Secretary approves or recommends the subdivision
or the sale or lease of lots therein. No portion of the property report
shall be underscored, italicized, or printed in larger, or bolder type
than the balance of the statement unless the Secretary requires or
permits it.

CERTIFICATION OF SUBSTANTIALLY EQUIVALENT STATE LAW

SEC. 1409. [15 U.S.C. 1708] (a)(1) A State shall be certified if
the Secretary determines—

(A) that, when taken as a whole, the laws and regulations
of the State applicable to the sale or lease of lots not exempt
under section 1403 require the seller or lessor of such lots to
disclose information which is at least substantially equivalent
to the information required to be disclosed by section 1408; and

(B) that the State’s administration of such laws and regu-
lations provides, to the maximum extent practicable, that such
information is accurate.

(2) In the case of any State which is not certified under para-
graph (1), such State shall be certified if the Secretary
determines—

(A) that when taken as a whole, the laws and regulations
of the State applicable to the sale or lease of lots not exempt
under section 1403 provide sufficient protection for purchasers
and lessees with respect to the matters for which information
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is required to be disclosed by section 1408 but which is not re-

quired to be disclosed by such State’s laws and regulations;

and
(B) that the State’s administration of such laws and regu-

lations provides, to the maximum extent practicable, that (i)

information required to be disclosed by such laws and regula-

tions is accurate, and (ii) sufficient protection for purchasers
and lessees is made available with respect to the matters for
which information is not required to be disclosed.

(3) Any State requesting certification must agree to accept a
property report covering land located in another certified State but
offered for sale or lease in the State requesting certification if the
property report has been approved by the other certified State.
Such property report shall be the only property report required by
the State with respect to the sale or lease of such land.

(b) After the Secretary has certified a State under subsection
(a), the Secretary shall accept for filing under sections 1405
through 1408 (and declare effective as the Federal statement of
record and property report which shall be used in all States in
which the lots are offered for sale or lease) disclosure materials
found acceptable, and any related documentation required, by State
authorities in connection with the sale or lease of lots located with-
in the State. The Secretary may accept for such filing, and declare
effective as the Federal statement of record and property report,
such materials and documentation found acceptable by the State in
connection with the sale or lease of lots located outside that State.
Nothing in this subsection shall preclude the Secretary from exer-
cising the authority conferred by subsections (d) and (e) of section
1407.

(c) If a State fails to meet the standards for certification pursu-
ant to subsection (a), the Secretary shall notify the State in writing
of the changes in State law, regulation, or administration that are
needed in order to obtain certification.

(d) The Secretary shall periodically review the laws and regula-
tions, and the administration thereof, of States certified under sub-
section (a), and may withdraw such certification upon a determina-
tion that such laws, regulations, and the administration thereof,
taken as a whole, no longer meet the requirements of subsection
(a).

(e) Nothing in this title may be construed to prevent or limit
the authority of any State or local government to enact and enforce
with regard to the sale of land any law, ordinance, or code not in
conflict with this title. In administering this title, the Secretary
shall cooperate with State authorities charged with the responsibil-
ity1 of regulating the sale or lease of lots which are subject to this
title.

CIVIL LIABILITIES

SEC. 1410. [15 U.S.C. 1709] (a) A purchaser or lessee may
bring an action at law or in equity against a developer or agent if
the sale or lease was made in violation of section 1404(a). In a suit
authorized by this subsection, the court may order damages, spe-
cific performance, or such other relief as the court deems fair, just,
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and equitable. In determining such relief the court may take into
account, but not be limited to, the following factors: the contract
price of the lot or leasehold; the amount the purchaser or lessee ac-
tually paid; the cost of any improvements to the lot; the fair mar-
ket value of the lot or leasehold at the time relief is determined;
and the fair market value of the lot or leasehold at the time such
lot was purchased or leased.

(b) A purchaser or lessee may bring an action at law or in eq-
uity against the seller or lessor (or successor thereof) to enforce any
right under subsection (b), (¢), (d), or (e) of section 1404.

(¢c) The amount recoverable in a suit authorized by this section
may include, in addition to matters specified in subsections (a) and
(b), interest, court costs, and reasonable amounts for attorneys’
fees, independent appraisers’ fees, and travel to and from the lot.

(d) Every person who becomes liable to make any payment
under this section may recover contribution as in cases of contract
from any person who, if sued separately, would have been liable to
make the same payment.

COURT REVIEW OF ORDERS

SEc. 1411. [15 U.S.C. 17101 (a) Any person, aggrieved by an
order or determination of the Secretary issued after a hearing, may
obtain a review of such order or determination in the court of ap-
peals of the United States, within any circuit wherein such person
resides or has his principal place of business, or in the United
States Court of Appeals for the District of Columbia, by filing in
such court, within sixty days after the entry of such order or deter-
mination, a written petition praying that the order or determina-
tion of the Secretary be modified or be set aside in whole or in part.
A copy of such petition shall be forthwith transmitted by the clerk
of the court to the Secretary, and thereupon the Secretary shall file
in the court the record upon which the order or determination com-
plained of was entered, as provided in section 2112 of title 28,
United States Code. No objection to an order or determination of
the Secretary shall be considered by the court unless such objection
shall have been urged before the Secretary. The finding of the Sec-
retary as to the facts, if supported by substantial evidence, shall be
conclusive. If either party shall apply to the court for leave to ad-
duce additional evidence, and shall show to the satisfaction of the
court that such additional evidence is material and that there were
reasonable grounds for failure to adduce such evidence in the hear-
ing before the Secretary, the court may order such additional evi-
dence to be taken before the Secretary and to be adduced upon a
hearing in such manner and upon such terms and conditions as to
the court may seem proper. The Secretary may modify his findings
as to the facts by reason of the additional evidence so taken, and
shall file such modified or new findings, which, if supported by sub-
stantial evidence, shall be conclusive, and his recommendation, if
any, for the modification or setting aside of the original order.
Upon the filing of such petition, the jurisdiction of the court shall
be exclusive and its judgment and decree, affirming, modifying, or
setting aside, in whole or in part, any order of the Secretary, shall
be final, subject to review by the Supreme Court of the United
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States upon certiorari or certification as provided in section 1254
of title 28, United States Code.

(b) The commencement of proceedings under subsection (a)
shall not, unless specifically ordered by the court, operate as a stay
of the Secretary’s order.

LIMITATION OF ACTIONS

SEc. 1412. [15 U.S.C. 1711] (a) No action shall be maintained
under section 1410 with respect to—
(1) a violation of subsection (a)(1) or (a)(2)(D) of section
1404 more than three years after the date of signing of the
contract of sale or lease; or
(2) a violation of subsection (a)(2)(A), (a)(2)(B), or (a)2)(C)
of section 1404 more than three years after discovery of the
violation or after discovery should have been made by the exer-
cise of reasonable diligence.
(b) No action shall be maintained under section 1410 to enforce
a right created under subsection (b), (c), (d), or (e) of section 1404
unless brought within three years after the signing of the contract
or lease, notwithstanding delivery of a deed to a purchaser.

CONTRARY STIPULATION VOID

SEC. 1413. [15 U.S.C. 1712] Any condition, stipulation, or pro-
vision binding any person acquiring any lot in a subdivision to
waive compliance with any provision of this title of the rules and
regulations of the Secretary shall be void.

ADDITIONAL REMEDIES

SEC. 1414. [15 U.S.C. 1713] The rights and remedies provided
by this title shall be in addition to any and all other rights and
remedies that may exist at law or in equity.

INVESTIGATIONS, INJUNCTIONS, AND PROSECUTION OF OFFENSES

SEC. 1415. [15 U.S.C. 17141 (a) Whenever it shall appear to
the Secretary that any person is engaged or about to engage in any
acts or practices which constitute or will constitute a violation of
the provisions of this title, or of any rule or regulation prescribed
pursuant thereto, he may, in his discretion, bring an action in any
district court of the United States, or the United States District
Court for the District of Columbia to enjoin such acts or practices,
and, upon a proper showing, a permanent or temporary injunction
or restraining order shall be granted without bond. The Secretary
may transmit such evidence as may be available concerning such
acts or practices to the Attorney General who may, in his discre-
tion, institute the appropriate criminal proceedings under this title.

(b) The Secretary may, in his discretion, make such investiga-
tions as he deems necessary to determine whether any person has
violated or is about to violate any provision of this title or any rule
or regulation prescribed pursuant thereto, and may require or per-
mit any person to file with him a statement in writing, under oath
or otherwise as the Secretary shall determine, as to all the facts
and circumstances concerning the matter to be investigated. The
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Secretary is authorized, in his discretion, to publish information
concerning any such violations, and to investigate any facts, condi-
tions, practices, or matters whcih he may deem necessary or proper
to aid in the enforcement of the provisions of this title, in the pre-
scribing of rules and regulations thereunder or in securing informa-
tion to service as a basis for recommending further legislation con-
cerning the matters to which this title relates.

(c) For the purpose of any such investigation, or any other pro-
ceeding under this title, the Secretary, or any officer designated by
him, is empowered to administer oaths and affirmations, subpena
witnesses, compel their attendance, take evidence, and require the
production of any books, papers, correspondence, memorandums, or
other records which the Secretary deems relevant or material to
the inquiry. Such attendance of witnesses and the production of
any such records may be required from any place in the United
States or any State at any designated place of hearing.

(d) In case of contumacy by, or refusal to obey a subpena
issued to, any person, the Secretary may invoke the aid of any
court of the United States within the jurisdiction of which such in-
vestigation or proceeding is carried on, or where such person re-
sides or carries on business, in requiring the attendance and testi-
mony of witnesses and the production of books, papers, correspond-
ence, memorandums, and other records and documents. And such
court may issue an order requiring such person to appear before
the Secretary or any officer designated by the Secretary, there to
produce records, if so ordered, or to give testimony touching the
matter under investigation or in question; and any failure to obey
such order of the court may be punished by such court as a con-
tempt thereof. All process in any such case may be served in the
judicial district whereof such person is an inhabitant or wherever
he may be found.

ADMINISTRATION

SEC. 1416. [15 U.S.C. 1715] (a) The authority and responsibil-
ity for administering this title shall be in the Secretary of Housing
and Urban Development who may delegate any of his functions,
duties, and powers to employees of the Department of Housing and
Urban Development or to boards of such employees including func-
tions, duties, and powers with respect to investigating, hearing, de-
termining, ordering, or otherwise acting as to any work, business,
or matter under this title. The persons to whom such delegations
are made with respect to hearing functions, duties, and powers
shall be appointed and shall serve in the Department in compliance
with sections 3105, 3344, 5372, and 7521 of title 5 of the United
States Code. The Secretary shall by rule prescribed such rights of
appeal from the decisions of his administrative law judges to other
administrative law judges or to other officers in the Department,
to boards of officers or to himself, as shall be apropriate and in ac-
cordance with law.

(b) All hearings shall be public and appropriate records thereof
shall be kept, and any order issued after such hearing shall be
based on the record made in such hearing which shall be conducted
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in accordance with provisions of subchapter II of chapter 5, and
chapter 7, of title 5, United States Code.

(c) The Secretary shall conduct all actions with respect to rule-
making or adjudication under this title in accordance with the pro-
visions of chapter 5 of title 5, United States Code. Notice shall be
given of any adverse action or final disposition and such notice and
the entry of any order shall be accompanied by a written statement
of supporting facts and legal authority.

UNLAWFUL REPRESENTATIONS

SEC. 1417. [15 U.S.C. 17161 The fact that a statement of
record with respect to a subdivision has been filed or is in effect
shall not be deemed a finding by the Secretary that the statement
of record is true and accurate on its face, or be held to mean the
Secretary has in any way passed upon the merits of, or given ap-
proval to, such subdivision. It shall be unlawful to make, or cause
to be made, to any prospective purchaser any representation con-
trary to the foregoing.

PENALTIES

SEC. 1418. [15 U.S.C. 17171 Any person who willfully violates
any of the provisions of this title, or the rules and regulations pre-
scribed pursuant thereto, or any person who willfully, in a state-
ment of record filed under, or in a property report issued pursuant
to, this title, makes any untrue statement of a material fact or
omits to state any material fact required to be stated therein, shall
upon conviction be fined not more than $10,000 or imprisoned not
more than 5 years, or both.

CIVIL MONEY PENALTIES

SEC. 1418a. [15 U.S.C. 1717a] (a) IN GENERAL.—

(1) AuTHORITY.—Whenever any person knowingly and ma-
terially violates any of the provisions of this title or any rule,
regulation, or order issued under this title, the Secretary may
impose a civil money penalty on such person in accordance
with the provisions of this section. The penalty shall be in ad-
dition to any other available civil remedy or any available
criminal penalty, and may be imposed whether or not the Sec-
retary imposes other administrative sanctions.

(2) AMOUNT OF PENALTY.—The amount of the penalty, as
determined by the Secretary, may not exceed $1,000 for each
violation, except that the maximum penalty for all violations
by a particular person during any l-year period shall not ex-
ceed gl,OO0,000. Each violation of this title, or any rule, regu-
lation, or order issued under this title, shall constitute a sepa-
rate violation with respect to each sale or lease or offer to sell
or lease. In the case of a continuing violation, as determined
by the Secretary, each day shall constitute a separate violation.
(b) AGENCY PROCEDURES.—

(1) ESTABLISHMENT.—The Secretary shall establish stand-
ards and procedures governing the imposition of civil money
penalties under subsection (a). The standards and
procedures—
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(A) shall provide for the imposition of a penalty only
after a person has been given an opportunity for a hearing
on the record; and

(B) may provide for review by the Secretary of any de-
termination or order, or interlocutory ruling, arising from
a hearing.

(2) FINAL ORDERS.—If no hearing is requested within 15
days of receipt of the notice of opportunity for hearing, the im-
position of the penalty shall constitute a final and
unappealable determination. If the Secretary reviews the de-
termination or order, the Secretary may affirm, modify, or re-
verse that determination or order. If the Secretary does not re-
view the determination or order within 90 days of the issuance
of the determination or order, the determination or order shall
be final.

(3) FACTORS IN DETERMINING AMOUNT OF PENALTY.—In de-
termining the amount of a penalty under subsection (a), con-
sideration shall be given to such factors as the gravity of the
offense, any history of prior offenses (including offenses occur-
ring before enactment of this section), ability to pay the pen-
alty, injury to the public, benefits received, deterrence of future
violations, and such other factors as the Secretary may deter-
mine in regulations to be appropriate.

(4) REVIEWABILITY OF IMPOSITION OF PENALTY.—The Sec-
retary’s determination or order imposing a penalty under sub-
section (a) shall not be subject to review, except as provided in
subsection (c).

(c¢) JupiciAL REVIEW OF AGENCY DETERMINATION.—

(1) IN GENERAL.—After exhausting all administrative rem-
edies established by the Secretary under subsection (b)(1), a
person aggrieved by a final order of the Secretary assessing a
penalty under this section may seek judicial review pursuant
to section 1411.

(2) ORDER TO PAY PENALTY.—Notwithstanding any other
provision of law, in any such review, the court shall have the
power to order payment of the penalty imposed by the Sec-
retary.

(d) ActioN TO COLLECT PENALTY.—If any person fails to com-
ply with the determination or order of the Secretary imposing a
civil money penalty under subsection (a), after the determination
or order is no longer subject to review as provided by subsections
(b) and (c), the Secretary may request the Attorney General of the
United States to bring an action in any appropriate United States
district court to obtain a monetary judgment against the person
and such other relief as may be available. The monetary judgment
may, in the discretion of the court, include any attorneys fees and
other expenses incurred by the United States in connection with
the action. In an action under this subsection, the validity and ap-
propriateness of the Secretary’s determination or order imposing
the penalty shall not be subject to review.

(e) SETTLEMENT BY SECRETARY.—The Secretary may com-
promise, modify, or remit any civil money penalty which may be,
or has been, imposed under this section.
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(f) DEFINITION OF KNOWINGLY.—The term “knowingly” means
having actual knowledge of or acting with deliberate ignorance of
or reckless disregard for the prohibitions under this section.

(g) REGULATIONS.—The Secretary shall issue such regulations
as the Secretary deems appropriate to implement this section.

(h) USE OF PENALTIES FOR ADMINISTRATION.—Civil money pen-
alties collected under this section shall be paid to the Secretary
and, upon approval in an appropriation Act, may be used by the
Secretary to cover all or part of the cost of rendering services under
this title.

RULES, REGULATIONS, AND ORDERS

SEc. 1419. [15 U.S.C. 1718] The Secretary shall have author-
ity from time to time to make, issue, amend, and rescind such rules
and regulations and such orders as are necessary or appropriate to
the exercise of the functions and powers conferred upon him else-
where in this title. For the purpose of his rules and regulations, the
Secretary may classify persons and matters within his jurisdiction
and prescribe different requirements for different classes of persons
or matters.

JURISDICTION OF OFFENSES AND SUITS

SEC. 1420. [15 U.S.C. 1719] The district courts of the United
States, the United States courts of any territory, and the United
States District Court for the District of Columbia shall have juris-
diction of offenses and violations under this title and under the this
title and under the rules and regulations prescribed by the Sec-
retary pursuant thereto, and concurrent with State courts, of all
suits in equity and actions at law brought to enforce any liability
or duty created by this title. Any such suit or action may be
brought to enforce any liability or duty created by this title. Any
such suit or action may be brought in the district where the de-
fendant is found or is an inhabitant or transacts business, or in the
district where the offer or sale took place, if the defendant partici-
pated therein, and process in such cases may be served in any
other district of which the defendant is an inhabitant or wherever
the defendant may be found. Judgments and decrees so rendered
shall be subject to review as provided in sections 1254 and 1291
of title 28, United State Code. No case arising under this title and
brought in any State court of competent jurisdiction shall be re-
moved to any court of the United States, except where the United
States or any officer or employee of the United States in his official
capacity is a party. No costs shall be assessed for or against the
Secretary in any proceeding under this title brought by or against
him in the Supreme Court or such other courts.

[REPORT TO CONGRESS]
[SEC. 1421. [Repealed.]]
APPROPRIATIONS

SEC. 1422. [15 U.S.C. 1720] There are authorized to be appro-
priated such sums as may be necessary to carry out this title.
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EFFECTIVE DATE

SEc. 1423. [15 U.S.C. 1701 notel This title shall take effect
upon the expiration of two hundred and seventy days after the date
of its enactment.!

1The date of enactment was August 1, 1968.



REAL ESTATE SETTLEMENT PROCEDURES ACT OF 1974
[Public Law 93-533; 88 Stat. 1724; 12 U.S.C. 2601 et seq.]

SHORT TITLE

SECTION 1. [12 U.S.C. 2601 notel This Act may be cited as the
“Real Estate Settlement Procedures Act of 1974”.

FINDINGS AND PURPOSE

SeEC. 2. [12 U.S.C. 26011 (a) The Congress finds that signifi-
cant reforms in the real estate settlement process are needed to in-
sure that consumers throughout the Nation are provided with
greater and more timely information on the nature and costs of the
settlement process and are protected from unnecessarily high set-
tlement charges caused by certain abusive practices that have de-
veloped in some areas of the country. The Congress also finds that
it has been over two years since the Secretary of Housing and
Urban Development and the Administrator of Veterans’ Affairs
submitted their joint report to the Congress on “Mortgage Settle-
ment Costs” and that the time has come for the recommendations
for Federal legislative action made in that report to be imple-
mented.

(b) It is the purpose of this Act to effect certain changes in the
settlement process for residential real estate that will result—

(1) in more effective advance disclosure to home buyers
and sellers of settlement costs;

(2) in the elimination of kickbacks or referral fees that
tend to increase unnecessarily the costs of certain settlement
services;

(3) in a reduction in the amounts home buyers are re-
quired to place in escrow accounts established to insure the
payment of real estate taxes and insurance; and

(4) in significant reform and modernization of local record
keeping of land title information.

DEFINITIONS

SEC. 3. [12 U.S.C. 2602] For purposes of this Act—

(1) the term “federally related mortgage loan” includes any
loan (other than temporary financing such as a construction
loan) which—

(A) is secured by a first or subordinate lien on residen-
tial real property (including individual units of condomin-
iums and cooperatives) designed principally for the occu-
pancy of from one to four families, including any such se-
cured loan, the proceeds of which are used to prepay or
pay off an existing loan secured by the same property; and

1383
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(B)(i) is made in whole or in part by any lender the
deposits or accounts of which are insured by any agency of
the Federal Government, or is made in whole or in part by
any lender which is regulated by any agency of the Federal
Government; or

(i) is made in whole or in part, or insured, guaran-
teed, supplemented, or assisted in any way, by the Sec-
retary or any other officer or agency of the Federal Gov-
ernment or under or in connection with a housing or urban
development program administered by the Secretary or a
housing or related program administered by any other
such officer or agency; or

(iii) is intended to be sold by the originating lender to
the Federal National Mortgage Association, the Govern-
ment National Mortgage Association, the Federal Home
Loan Mortgage Corporation, or a financial institution from
which it is to be purchased by the Federal Home Loan
Mortgage Corporation; or

(iv) is made in whole or in part by any “creditor”, as
defined in section 103(f) of the Consumer Credit Protection
Act (15 U.S.C. 1602(f)), who makes or invests in residen-
tial real estate loans aggregating more than $1,000,000
per year, except that for the purpose of this Act, the term
“creditor” does not include any agency or instrumentality
of any state;

(2) the term “thing of value” includes any payment, ad-
vance, funds, loan, service, or other consideration;

(3) the term “settlement services” includes any service pro-
vided in connection with a real estate settlement including, but
not limited to, the following: title searchers, title examinations,
the provision of title certificates, title insurance, services ren-
dered by an attorney, the preparation of documents, property
surveys, the rendering of credit reports or appraisals, pest and
fungus inspections, services rendered by a real estate agent or
broker, the origination of a federally related mortgage loan (in-
cluding, but not limited to, the taking of loan applications, loan
processing, and the underwriting and funding of loans), and
the handling of the processing, and closing or settlement;

(4) the term “title company” means any institution which
is qualified to issue title insurance, directly or through its
agents, and also refers to any duly authorized agent of a title
company;

(5) the term “person” includes individuals, corporations,
associations, partnerships, and trusts;

(6) the term “Secretary” means the Secretary of Housing
and Urban Development;

(7) the term “affiliated business arrangement” means an
arrangement in which (A) a person who is in a position to refer
business incident to or a part of a real estate settlement serv-
ice involving a federally related mortgage loan, or an associate
of such person, has either an affiliate relationship with or a di-
rect or beneficial ownership interest of more than 1 percent in
a provider of settlement services; and (B) either of such per-
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sons directly or indirectly refers such business to that provider
or affirmately influences the selection of that provider; and

(8) the term “associate” means one who has one or more
of the following relationships with a person in a position to
refer settlement business: (A) a spouse, parent, or child of such
person; (B) a corporation or business entity that controls, is
controlled by, or is under common control with such person; (C)
an employer, officer, director, partner, franchisor, or franchisee
of such person; or (D) anyone who has an agreement, arrange-
ment, or understanding, with such person, the purpose or sub-
stantial effect of which is to enable the person in a position to
refer settlement business to benefit financially from the
referals of such business.

UNIFORM SETTLEMENT STATEMENT

SEC. 4. [12 U.S.C. 2603] (a) The Secretary, in consultation
with the Administrator of Veterans’ Affairs, the Federal Deposit In-
surance Corporation, and the Director of the Office of Thrift Super-
vision, shall develop and prescribe a standard form for the state-
ment of settlement costs which shall be used (with such variations
as may be necessary to reflect differences in legal and administra-
tive requirements or practices in different areas of the country) as
the standard real estate settlement form in all transactions in the
United States which involve federally related mortgage loans. Such
form shall conspicuously and clearly itemize all charges imposed
upon the borrower and all charges imposed upon the seller in con-
nection with the settlement and shall indicate whether any title in-
surance premium included in such charges covers or insures the
lender’s interest in the property, the borrower’s interest, or both.
The Secretary may, by regulation, permit the deletion from the
form prescribed under this section of items which are not, under
local laws or customs, applicable in any locality, except that such
regulation shall require that the numerical code prescribed by the
Secretary be retained in forms to be used in all localities. Nothing
in this section may be construed to require that that part of the
standard form which relates to the borrower’s transaction to be fur-
nished to the seller, or to require that that part of the standard
form which relates to the seller be furnished to the borrower.

(b) The form prescribed under this section shall be completed
and made available for inspection by the borrower at or before set-
tlement by the person conducting the settlement, except that (1)
the Secretary may exempt from the requirements of this section
settlements occurring in localities where the final settlement state-
ment is not customarily provided at or before the date of settle-
ment, or settlements where such requirements are impractical and
(2) the borrower may, in accordance with regulations of the Sec-
retary, waive his right to have the form made available at such
time. Upon the request of the borrower to inspect the form pre-
scribed under this section during the business day immediately
preceding the day of settlement, the person who will conduct the
settlement shall permit the borrower to inspect those items which
are known to such person during such preceding day.
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SPECIAL INFORMATION BOOKLETS

SeEc. 5. [12 U.S.C. 2604] (a) The Secretary shall prepare and
distribute booklets to help persons borrowing money to finance the
purchase of residential real estate better to understand the nature
and costs of real estate settlement services. The Secretary shall dis-
tribute such booklets to all lenders which make federally related
mortgage loans.

(b) Each booklet shall be in such form and detail as the Sec-
retary shall prescribe and, in addition to such other information as
the Secretary may provide, shall include in clear and concise
language—

(1) a description and explanation of the nature and pur-
pose of each cost incident to a real estate settlement;

(2) an explanation and sample of the standard real estate
settlement form developed and prescribed under section 4;

(3) a description and explanation of the nature and pur-
pose of escrow accounts when used in connection with loans se-
cured by residential real estate;

(4) an explanation of the choices available to buyers of res-
idential real estate in selecting persons to provide necessary
services incident to a real estate settlement; and

(5) an explanation of the unfair practices and unreasonable
or unnecessary charges to be avoided by the prospective buyer
with respect to a real estate settlement.

(c) Each lender shall include with the booklet a good faith esti-
mate of the amount or range of charges for specific settlement serv-
ices the borrower is likely to incur in connection with the settle-
ment as prescribed by the Secretary. Such booklets shall take into
consideration differences in real estate settlement procedures
which may exist among the several States and territories of the
United States and among separate political subdivisions within the
same State and territory.

(d) Each lender referred to in subsection (a) shall provide the
booklet described in such subsection to each person from whom it
receives or for whom it prepares a written application to borrow
money to finance the purchase of residential real estate. Such book-
let shall be provided by delivering it or placing it in the mail not
later than 3 business days after the lender receives the application,
but no booklet need be provided if the lender denies the application
for credit before the end of the 3-day period.

(e) Booklets may be printed and distributed by lenders if their
form and content are approved by the Secretary as meeting the re-
quirements of subsection (b) of this section.

SERVICING OF MORTGAGE LOANS AND ADMINISTRATION OF ESCROW
ACCOUNTS

SEC. 6. [12 U.S.C. 2605] (a) DISCLOSURE TO APPLICANT RELAT-
ING TO ASSIGNMENT, SALE, OR TRANSFER OF LOAN SERVICING.—
Each person who makes a federally related mortgage loan shall dis-
close to each person who applies for the loan, at the time of appli-
cation for the loan, whether the servicing of the loan may be as-
signed, sold, or transferred to any other person at any time while
the loan is outstanding.
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(b) NOTICE BY TRANSFEROR OR! LOAN SERVICING AT TIME OF
TRANSFER.—

(1) NOTICE REQUIREMENT.—Each servicer of any federally
related mortgage loan shall notify the borrower in writing of
any assignment, sale, or transfer of the servicing of the loan
to any other person.

(2) TIME OF NOTICE.—

(A) IN GENERAL.—Except as provided under subpara-
graphs (B) and (C), the notice required under paragraph
(1) shall be made to the borrower not less than 15 days be-
fore the effective date of transfer of the servicing of the
mortgage loan (with respect to which such notice is made).

(B) EXCEPTION FOR CERTAIN PROCEEDINGS.—The notice
required under paragraph (1) shall be made to the bor-
rower not more than 30 days after the effective date of as-
signment, sale, or transfer of the servicing of the mortgage
loan (with respect to which such notice is made) in any
case in which the assignment, sale, or transfer of the serv-
icing of the mortgage loan is preceded by—

(i) termination of the contract for servicing the
loan for cause;

(i1) commencement of proceedings for bankruptcy
of the servicer; or

(iii) commencement of proceedings by the Federal

Deposit Insurance Corporation or the Resolution Trust

Corporation for conservatorship or receivership of the

servicer (or an entity by which the servicer is owned

or controlled).

(C) EXCEPTION FOR NOTICE PROVIDED AT CLOSING.—
The provisions of subparagraphs (A) and (B) shall not
apply to any assignment, sale, or transfer of the servicing
of any mortgage loan if the person who makes the loan
provides to the borrower, at settlement (with respect to the
property for which the mortgage loan is made), written no-
tice under paragraph (3) of such transfer.

(3) CONTENTS OF NOTICE.—The notice required under para-
graph (1) shall include the following information:

(A) The effective date of transfer of the servicing de-
scribed in such paragraph.

(B) The name, address, and toll-free or collect call tele-
phone number of the transferee servicer.

(C) A toll-free or collect call telephone number for (i)
an individual employed by the transferor servicer, or (ii)
the department of the transferor servicer, that can be con-
tacted by the borrower to answer inquiries relating to the
transfer of servicing.

(D) The name and toll-free or collect call telephone
number for (i) an individual employed by the transferee
servicer, or (ii) the department of the transferee servicer,
that can be contacted by the borrower to answer inquiries
relating to the transfer of servicing.

1S0 in law.
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(E) The date on which the transferor servicer who is
servicing the mortgage loan before the assignment, sale, or
transfer will cease to accept payments relating to the loan
and the date on which the transferee servicer will begin to
accept such payments.

(F) Any information concerning the effect the transfer
may have, if any, on the terms of or the continued avail-
ability of mortgage life or disability insurance or any other
type of optional insurance and what action, if any, the bor-
rower must take to maintain coverage.

(G) A statement that the assignment, sale, or transfer
of the servicing of the mortgage loan does not affect any
term or condition of the security instruments other than
terms directly related to the servicing of such loan.

(¢) NOTICE BY TRANSFEREE OF LOAN SERVICING AT TIME OF
TRANSFER.—

(1) NOTICE REQUIREMENT.—Each transferee servicer to

whom the servicing of any federally related mortgage loan is
assigned, sold, or transferred shall notify the borrower of any
such assignment, sale, or transfer.

(2) TIME OF NOTICE.—

(A) IN GENERAL.—Except as provided in subpara-
graphs (B) and (C), the notice required under paragraph
(1) shall be made to the borrower not more than 15 days
after the effective date of transfer of the servicing of the
mortgage loan (with respect to which such notice is made).

(B) EXCEPTION FOR CERTAIN PROCEEDINGS.—The notice
required under paragraph (1) shall be made to the bor-
rower not more than 30 days after the effective date of as-
signment, sale, or transfer of the servicing of the mortgage
loan (with respect to which such notice is made) in any
case in which the assignment, sale, or transfer of the serv-
icing of the mortgage loan is preceded by—

(i) termination of the contract for servicing the
loan for cause;

(i1) commencement of proceedings for bankruptcy
of the servicer; or

(iii) commencement of proceedings by the Federal

Deposit Insurance Corporation or the Resolution Trust

Corporation for conservatorship or receivership of the

servicer (or an entity by which the servicer is owned

or controlled).

(C) EXCEPTION FOR NOTICE PROVIDED AT CLOSING.—
The provisions of subparagraphs (A) and (B) shall not
apply to any assignment, sale, or transfer of the servicing
of any mortgage loan if the person who makes the loan
provides to the borrower, at settlement (with respect to the
property for which the mortgage loan is made), written no-
tice under paragraph (3) of such transfer.

(3) CONTENTS OF NOTICE.—Any notice required under

paragraph (1) shall include the information described in sub-

section (b)(3).

(d) TREATMENT OF LOAN PAYMENTS DURING TRANSFER PE-
RIOD.—During the 60-day period beginning on the effective date of
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transfer of the servicing of any federally related mortgage loan, a
late fee may not be imposed on the borrower with respect to any
payment on such loan and no such payment may be treated as late
for any other purposes, if the payment is received by the transferor
servicer (rather than the transferee servicer who should properly
receive payment) before the due date applicable to such payment.

(e) DUTY OF LOAN SERVICER TO RESPOND TO BORROWER IN-
QUIRIES.—

(1) NOTICE OF RECEIPT OF INQUIRY.—

(A) IN GENERAL.—If any servicer of a federally related
mortgage loan receives a qualified written request from
the borrower (or an agent of the borrower) for information
relating to the servicing of such loan, the servicer shall
provide a written response acknowledging receipt of the
correspondence within 20 days (excluding legal public holi-
days, Saturdays, and Sundays) unless the action requested
is taken within such period.

(B) QUALIFIED WRITTEN REQUEST.—For purposes of
this subsection, a qualified written request shall be a writ-
ten correspondence, other than notice on a payment cou-
pon or other payment medium supplied by the servicer,
that—

(1) includes, or otherwise enables the servicer to
identify, the name and account of the borrower; and

(i1) includes a statement of the reasons for the be-
lief of the borrower, to the extent applicable, that the
account is in error or provides sufficient detail to the
servicer regarding other information sought by the
borrower.

(2) ACTION WITH RESPECT TO INQUIRY.—Not later than 60
days (excluding legal public holidays, Saturdays, and Sundays)
after the receipt from any borrower of any qualified written re-
quest under paragraph (1) and, if applicable, before taking any
action with respect to the inquiry of the borrower, the servicer
shall—

(A) make appropriate corrections in the account of the
borrower, including the crediting of any late charges or
penalties, and transmit to the borrower a written notifica-
tion of such correction (which shall include the name and
telephone number of a representative of the servicer who
can provide assistance to the borrower);

(B) after conducting an investigation, provide the bor-
rower with a written explanation or clarification that
includes—

(i) to the extent applicable, a statement of the rea-
sons for which the servicer believes the account of the
borrower is correct as determined by the servicer; and

(ii) the name and telephone number of an individ-
ual employed by, or the office or department of, the
servicer who can provide assistance to the borrower; or
(C) after conducting an investigation, provide the bor-

rower with a written explanation or clarification that

includes—
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(1) information requested by the borrower or an
explanation of why the information requested is un-
available or cannot be obtained by the servicer; and

(i1) the name and telephone number of an individ-
ual employed by, or the office or department of, the
servicer who can provide assistance to the borrower.

(3) PROTECTION OF CREDIT RATING.—During the 60-day pe-
riod beginning on the date of the servicer’s receipt from any
borrower of a qualified written request relating to a dispute re-
garding the borrower’s payments, a servicer may not provide
information regarding any overdue payment, owed by such bor-
rower and relating to such period or qualified written request,
to any consumer reporting agency (as such term is defined
under section 603 of the Fair Credit Reporting Act).

(f) DAMAGES AND CosTs.—Whoever fails to comply with any
provision of this section shall be liable to the borrower for each
such failure in the following amounts:

(1) INDIVIDUALS.—In the case of any action by an individ-
ual, an amount equal to the sum of—

(A) any actual damages to the borrower as a result of
the failure; and

(B) any additional damages, as the court may allow, in
the case of a pattern or practice of noncompliance with the

Jéequirements of this section, in an amount not to exceed

1,000.

(2) CLASS ACTIONS.—In the case of a class action, an
amount equal to the sum of—

(A) any actual damages to each of the borrowers in the
class as a result of the failure; and

(B) any additional damages, as the court may allow, in
the case of a pattern or practice of noncompliance with the
requirements of this section, in an amount not greater
than $1,000 for each member of the class, except that the
total amount of damages under this subparagraph in any
class action may not exceed the lesser of—

(1) $500,000; or

(i1) 1 percent of the net worth of the servicer.

(38) Costs.—In addition to the amounts under paragraph
(1) or (2), in the case of any successful action under this sec-
tion, the costs of the action, together with any attorneys fees
incurred in connection with such action as the court may deter-
mine to be reasonable under the circumstances.

(4) NONLIABILITY.—A transferor or transferee servicer
shall not be liable under this subsection for any failure to com-
ply with any requirement under this section if, within 60 days
after discovering an error (whether pursuant to a final written
examination report or the servicer’s own procedures) and be-
fore the commencement of an action under this subsection and
the receipt of written notice of the error from the borrower, the
servicer notifies the person concerned of the error and makes
whatever adjustments are necessary in the appropriate account
to ensure that the person will not be required to pay an
amount in excess of any amount that the person otherwise
would have paid.
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(g) ADMINISTRATION OF ESCROW ACCOUNTS.—If the terms of
any federally related mortgage loan require the borrower to make
payments to the servicer of the loan for deposit into an escrow ac-
count for the purpose of assuring payment of taxes, insurance pre-
miums, and other charges with respect to the property, the servicer
shall make payments from the escrow account for such taxes, in-
surance premiums, and other charges in a timely manner as such
payments become due.

(h) PREEMPTION OF CONFLICTING STATE LAWS.—Notwithstand-
ing any provision of any law or regulation of any State, a person
who makes a federally related mortgage loan or a servicer shall be
considered to have complied with the provisions of any such State
law or regulation requiring notice to a borrower at the time of ap-
plication for a loan or transfer of the servicing of a loan if such per-
son or servicer complies with the requirements under this section
regarding timing, content, and procedures for notification of the
borrower.

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

(1) EFFECTIVE DATE OF TRANSFER.—The term “effective
date of transfer” means the date on which the mortgage pay-
ment of a borrower is first due to the transferee servicer of a
mortgage loan pursuant to the assignment, sale, or transfer of
the servicing of the mortgage loan.

(2) SERVICER.—The term “servicer” means the person re-
sponsible for servicing of a loan (including the person who
makes or holds a loan if such person also services the loan).
The term does not include—

(A) the Federal Deposit Insurance Corporation or the

Resolution Trust Corporation, in connection with assets ac-

quired, assigned, sold, or transferred pursuant to section

13(c) of the Federal Deposit Insurance Act or as receiver

or conservator of an insured depository institution; and

(B) the Government National Mortgage Association,
the Federal National Mortgage Association, the Federal

Home Loan Mortgage Corporation, the Resolution Trust

Corporation, or the Federal Deposit Insurance Corpora-

tion, in any case in which the assignment, sale, or transfer

of the servicing of the mortgage loan is preceded by—

(i) termination of the contract for servicing the
loan for cause;

(i1) commencement of proceedings for bankruptcy
of the servicer; or

(iii) commencement of proceedings by the Federal
Deposit Insurance Corporation or the Resolution Trust
Corporation for conservatorship or receivership of the
servicer (or an entity by which the servicer is owned
or controlled).

(3) SERVICING.—The term “servicing” means receiving any
scheduled periodic payments from a borrower pursuant to the
terms of any loan, including amounts for escrow accounts de-
scribed in section 10, and making the payments of principal
and interest and such other payments with respect to the
amounts received from the borrower as may be required pursu-
ant to the terms of the loan.
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(j) TRANSITION.—

(1) ORIGINATOR LIABILITY.—A person who makes a feder-
ally related mortgage loan shall not be liable to a borrower be-
cause of a failure of such person to comply with subsection (a)
with respect to an application for a loan made by the borrower
before the regulations referred to in paragraph (3) take effect.

(2) SERVICER LIABILITY.—A servicer of a federally related
mortgage loan shall not be liable to a borrower because of a
failure of the servicer to perform any duty under subsection
(b), (c), (d), or (e) that arises before the regulations referred to
in paragraph (3) take effect.

(3) REGULATIONS AND EFFECTIVE DATE.—The Secretary
shall, by regulations that shall take effect not later than April
20, 1991, establish any requirements necessary to carry out
this section. Such regulations shall include the model disclo-
sure statement required under subsection (a)(2).

SEC. 7. [12 U.S.C. 2606] EXEMPTED TRANSACTIONS.

(a) IN GENERAL.—This Act does not apply to credit transactions
involving extensions of credit—

(1) primarily for business, commercial, or agricultural pur-
poses; or

(2) to government or governmental agencies or instrumen-
talities.

(b) INTERPRETATION.—In prescribing regulations under section
19(a), the Secretary shall ensure that, with respect to subsection
(a) of this section, the exemption for credit transactions involving
extensions of credit primarily for business, commercial, or agricul-
tural purposes, as provided in section 7(1) of the Real Estate Set-
tlement Procedures Act of 1974 shall be the same as the exemption
for such credit transactions under section 104(1) of the Truth in
Lending Act.

PROHIBITION AGAINST KICKBACKS AND UNEARNED FEES

SEC. 8. [12 U.S.C. 2607] (a) No person shall give and no per-
son shall accept any fee, kickback, or thing of value pursuant to
any agreement or understanding, oral or otherwise, that business
incident to or a part of a real estate settlement service involving
a federally related mortgage loan shall be referred to any person.

(b) No person shall give and no person shall accept any por-
tion, split, or percentage of any charge made or received for the
rendering of a real estate settlement service in connection with a
transaction involving a federally related mortgage loan other than
for services actually performed.

(c) Nothing in this section shall be construed as prohibiting (1)
the payment of a fee (A) to attorneys at law for services actually
rendered or (B) by a title company to its duly appointed agent for
services actually performed in the issuance of a policy of title insur-
ance or (C) by a lender to its duly appointed agent for services ac-
tually performed in the making of a loan, (2) the payment to any
person of a bona fide salary or compensation or other payment for
goods or facilities actually furnished or for services actually per-
formed, (3) payments pursuant to cooperative brokerage and refer-
ral arrangements or agreements between real estate agents and
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brokers, (4) affiliated business arrangements so long as (A) a disclo-
sure is made of the existence of such an arrangement to the person
being referred and, in connection with such referral, such person
is provided a written estimate of the charge or range of charges
generally made by the provider to which the person is referred (i)
in the case of a face-to-face referral or a referral made in writing
or by electronic media, at or before the time of the referral (and
compliance with this requirement in such case may be evidenced
by a notation in a written, electronic, or similar system of records
maintained in the regular course of business); (ii) in the case of a
referral made by telephone, within 3 business days after the refer-
ral by telephone, (and in such case an abbreviated verbal disclosure
of the existence of the arrangement and the fact that a written dis-
closure will be provided within 3 business days shall be made to
the person being referred during the telephone referral); or (iii) in
the case of a referral by a lender (including a referral by a lender
to an affiliated lender), at the time the estimates required under
section 5(c) are provided (notwithstanding clause (i) or (ii)); and
any required written receipt of such disclosure (without regard to
the manner of the disclosure under clause (i), (ii), or (iii)) may be
obtained at the closing or settlement (except that a person making
a face-to-face referral who provides the written disclosure at or be-
fore the time of the referral shall attempt to obtain any required
written receipt of such disclosure at such time and if the person
being referred chooses not to acknowledge the receipt of the disclo-
sure at that time, that fact shall be noted in the written, electronic,
or similar system of records maintained in the regular course of
business by the person making the referral), (B) such person is not
required to use any particular provider of settlement services, and
(C) the only thing of value that is received from the arrangement,
other than the payments permitted under this subsection, is a re-
turn on the ownership interest or franchise relationship, or (5) such
other payments or classes of payments or other transfers as are
specified in regulations prescribed by the Secretary, after consulta-
tion with the Attorney General, the Secretary of Veterans Affairs,
the Federal Home Loan Bank Board, the Federal Deposit Insur-
ance Corporation, the Board of Governors of the Federal Reserve
System, and the Secretary of Agriculture. For purposes of the pre-
ceding sentence, the following shall not be considered a violation of
clause (4)(B): (i) any arrangement that requires a buyer, borrower,
or seller to pay for the services of an attorney, credit reporting
agency, or real estate appraiser chosen by the lender to represent
the lender’s interest in a real estate transaction, or (ii) any ar-
rangement where an attorney or law firm represents a client in a
real estate transaction issues or arranges for the issuance of a pol-
icy of title insurance in the transaction directly as agent or through
a separate corporate title insurance agency that may be established
by that attorney or law firm and operated as an adjunct to his or
its law practice.

(d)(1) Any person or persons who violate the provisions of this
section shall be fined not more than $10,000 or imprisoned for not
more than one year, or both.

(2) Any person or persons who violate the prohibitions or limi-
tations of this section shall be jointly and severally liable to the
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person or persons charged for the settlement service involved in the
violation in an amount equal to three times the amount of any
charge paid for such settlement service.

(3) No person or persons shall be liable for a violation of the
provisions of section 8(c)(4)(A) if such person or persons proves by
a preponderance of the evidence that such violation was not inten-
tional and resulted from a bona fide error notwithstanding mainte-
nance of procedures that are reasonably adapted to avoid such
error.

(4) The Secretary, the Attorney General of any State, or the in-
surance commissioner of any State may bring an action to enjoin
violations of this section.

(5) In any private action brought pursuant to this subsection,
the court may award to the prevailing party the court costs of the
action together with reasonable attorneys fees.

(6) No provision of State law or regulation that imposes more
stringent limitations on affiliated business arrangements shall be
construed as being inconsistent with this section.

TITLE COMPANIES

SEC. 9. [12 U.S.C. 2608] (a) No seller of property that will be
purchased with the assistance of a federally related mortgage loan
shall require directly or indirectly, as a condition to selling the
property, that title insurance covering the property to be purchased
by the buyer from any particular title company.

(b) Any seller who violates the provisions of subsection (a) shall
be liable to the buyer in an amount equal to three times all charges
made for such title insurance.

ESCROW ACCOUNTS

SEc. 10. [12 U.S.C. 2609] (a) IN GENERAL.—A lender, in con-
nection with a federally related mortgage loan, may not require the
borrower or prospective borrower—

(1) to deposit in any escrow account which may be estab-
lished in connection with such loan for the purpose of assuring
payment of taxes, insurance premiums, or other charges with
respect to the property, in connection with the settlement, an
aggregate sum (for such purpose) in excess of a sum that will
be sufficient to pay such taxes, insurance premiums and other
charges attributable to the period beginning on the last date
on which each such charge would have been paid under the
normal lending practice of the lender and local custom, pro-
vided that the selection of each such date constitutes prudent
lending practice, and ending on the due date of its first full in-
stallment payment under the mortgage, plus one-sixth of the
estimated total amount of such taxes, insurance premiums and
other charges to be paid on dates, as provided above, during
the ensuing twelve-month period; or

(2) to deposit in any such escrow account in any month be-
ginning with the first full installment payment under the
mortgage a sum (for the purpose of assuring payment of taxes,
insurance premiums and other charges with respect to the
property) in excess of the sum of (A) one-twelfth of the total
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amount of the estimated taxes, insurance premiums and other
charges which are reasonably anticipated to be paid on dates
during the ensuing twelve months which dates are in accord-
ance with the normal lending practice of the lender and local
custom, provided that the selection of each such date con-
stitutes prudent lending practice, plus (B) such amount as is
necessary to maintain an additional balance in such escrow ac-
count not to exceed one-sixth of the estimated total amount of
such taxes, insurance premiums and other charges to be paid
on dates, as provided above, during the ensuing twelve-month
period: Provided, however, That in the event the lender deter-
mines there will be or is a deficiency he shall not be prohibited
from requiring additional monthly deposits in such escrow ac-
count to avoid or eliminate such deficiency.

(b) NOTIFICATION OF SHORTAGE IN ESCROW ACCOUNT.—If the
terms of any federally related mortgage loan require the borrower
to make payments to the servicer (as the term is defined in section
6(i)) of the loan for deposit into an escrow account for the purpose
of assuring payment of taxes, insurance premiums, and other
charges with respect to the property, the servicer shall notify the
borrower not less than annually of any shortage of funds in the es-
crow account.

(c) ESCROW ACCOUNT STATEMENTS.—

(1) INITIAL STATEMENT.—

(A) IN GENERAL.—Any servicer that has established an
escrow account in connection with a federally related mort-
gage loan shall submit to the borrower for which the es-
crow account has been established a statement clearly
itemizing the estimated taxes, insurance premiums, and
other charges that are reasonably anticipated to be paid
from the escrow account during the first 12 months after
the establishment of the account and the anticipated dates
of such payments.

(B) TIME OF SUBMISSION.—The statement required
under subparagraph (A) shall be submitted to the bor-
rower at closing with respect to the property for which the
mortgage loan is made or not later than the expiration of
the 45-day period beginning on the date of the establish-
ment of the escrow account.

(C) INITIAL STATEMENT AT CLOSING.—Any servicer may
submit the statement required under subparagraph (A) to
the borrower at closing and may incorporate such state-
ment in the uniform settlement statement required under
section 4. The Secretary shall issue regulations prescribing
any changes necessary to the uniform settlement state-
ment under section 4 that specify how the statement re-
quired under subparagraph (A) of this section shall be in-
corporated in the uniform settlement statement.

(2) ANNUAL STATEMENT.—

(A) IN GENERAL.—Any servicer that has established or
continued an escrow account in connection with a federally
related mortgage loan shall submit to the borrower for
which the escrow account has been established or contin-
ued a statement clearly itemizing, for each period de-
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scribed in subparagraph (B) (during which the servicer
services the escrow account), the amount of the borrower’s
current monthly payment, the portion of the monthly pay-
ment being placed in the escrow account, the total amount
paid into the escrow account during the period, the total
amount paid out of the escrow account during the period
for taxes, insurance premiums, and other charges (as sepa-
rately identified), and the balance in the escrow account at
the conclusion of the period.

(B) TIME OF SUBMISSION.—The statement required
under subparagraph (A) shall be submitted to the bor-
rower not less than once for each 12-month period, the
first such period beginning on the first January 1st that
occurs after the date of the enactment of the Cranston-
Gonzalez National Affordable Housing Act,! and shall be
submitted not more than 30 days after the conclusion of
each such 1-year period.

(d) PENALTIES.—

(1) IN GENERAL.—In the case of each failure to submit a
statement to a borrower as required under subsection (c), the
Secretary shall assess to the lender or escrow servicer failing
to submit the statement a civil penalty of $50 for each such
failure, but the total amount imposed on such lender or escrow
servicer for all such failures during any 12-month period re-
ferred to in subsection (b)2 may not exceed $100,000.

(2) INTENTIONAL VIOLATIONS.—If any failure to which para-
graph (1) applies is due to intentional disregard of the require-
ment to submit the statement, then, with respect to such
failure—

(A) the penalty imposed under paragraph (1) shall be
$100; and

(B) in the case of any penalty determined under sub-
paragraph (A), the $100,000 limitation under paragraph
(1) shall not apply.

LIMITATIONS AND DISCLOSURES WITH RESPECT TO CERTAIN
FEDERALLY RELATED MORTGAGE LOANS

SEc. 11. (a) The Federal Deposit Insurance Act is amended by
adding at the end thereof the following new section:

“SEcC. 25. (a) No insured bank, or mutual savings or coopera-
tive bank which is not an insured bank, shall make any federally
related mortgage loan to any agent, trustee, nominee, or other per-
son acting in a fiduciary capacity without the prior condition that
the identity of the person receiving the beneficial interest of such
loan shall at all times be revealed to the bank. At the request of
the Corporation, the bank shall report to the Corporation on the
identity of such person and the nature and amount of the loan, dis-
count, or other extension of credit.

“(b) In addition to other available remedies, this section may
be enforced with respect to mutual savings and cooperative banks
which are not insured banks in accordance with section 8 of this

1The date of enactment was November 28, 1990.
2So0 in law. Probably intended to refer to subsection (c).
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Act, and for such purpose such mutual savings and cooperative
banks shall be held and considered to be State nonmember insured
banks and the appropriate Federal agency with respect to such mu-
tual savings and cooperative banks shall be the Federal Deposit In-
surance Corporation.”

(b) Title IV of the National Housing Act is amended by adding
at the end thereof the following new section:

“SEC. 413. No insured institution shall make any federally re-
lated mortgage loan to any agent, trustee, nominee, or other person
acting in a fiduciary capacity without the prior condition that the
identity of the person receiving the beneficial interest of such loan
shall at all times be revealed to the institution. At the request of
the Federal Home Loan Bank Board, the insured institution shall
report to the Board on the identity of such person and the nature
and amount of the loan.”

(c) The Federal Deposit Insurance Corporation or the Federal
Home Loan Bank Board as appropriate may by regulation exempt
classes or types of transactions from the provisions added by this
section if the Corporation or the Board determines that the pur-
poses of such provisions would not be advanced materially by their
application to such transactions.

PROHIBITION OF FEES FOR PREPARATION OF TRUTH-IN-LENDING,
UNIFORM SETTLEMENT, AND ESCROW ACCOUNT STATEMENTS

SeEC. 12. [12 U.S.C. 2610] No fee shall be imposed or charge
made upon any other person (as a part of settlement costs or other-
wise) by a lender in connection with a federally related mortgage
loan made by it (or a loan for the purchase of a mobile home), or
by a servicer (as the term is defined under section 6(i)), for or on
account of the preparation and submission by such lender or
servicer of the statement or statements required (in connection
with such loan) by sections 4 and 10(c) of this Act or by the Truth
in Lending Act.

[SEc. 13. [Repealed.]]
[SEc. 14. [Repealed.]]
[SEc. 15. [Repealed.]]

JURISDICTION OF COURTS

SEcC. 16. [12 U.S.C. 26141 Any action pursuant to the provi-
sions of section 6, 8, or 9 may be brought in the United States dis-
trict court or in any other court of competent jurisdiction, for the
district in which the property involved is located, or where the vio-
lation is alleged to have occurred, within 3 years in the case of a
violation of section 6 and 1 year in the case of a violation of section
8 or 9 from the date of the occurrence of the violation, except that
actions brought by the Secretary, the Attorney General of any
State, or the insurance commissioner of any State may be brought
within 3 years from the date of the occurrence of the violation.
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VALIDITY OF CONTRACTS AND LIENS

SEC. 17. [12 U.S.C. 2615] Nothing in this Act shall affect the
validity or enforceability of any sale or contract for the sale of real
property or any loan, loan agreement, mortgage, or lien made or
arising in connection with a federally related mortgage loan.

RELATION TO STATE LAWS

Sec. 18. [12 U.S.C. 2616] This Act does not annul, alter, or
affect, or exempt any person subject to the provisions of this Act
from complying with, the laws of any State with respect to settle-
ment practices, except to the extent that those laws are inconsist-
ent with any provision of this Act, and then only to the extent of
the inconsistency. The Secretary is authorized to determine wheth-
er such inconsistencies exist. The Secretary may not determine
that any State law is inconsistent with any provision of this Act
if the Secretary determines that such laws gives greater protection
to the consumer. In making these determinations the Secretary
shall consult with the appropriate Federal agencies.

AUTHORITY OF THE SECRETARY

SEc. 19. [12 U.S.C. 2617] (a) The Secretary is authorized to
prescribe such rules and regulations, to make such interpretations,
and to grant such reasonable exemptions for classes of trans-
actions, as may be necessary to achieve the purposes of this Act.

(b) No provision of this Act or the laws of any State imposing
any liability shall apply to any act done or omitted in good faith
in conformity with any rule, regulation, or interpretation thereof by
the Secretary or the Attorney General, notwithstanding that after
such act or omission has occurred, such rule, regulation, or inter-
pretation is amended, rescinded, or determined by judicial or other
authority to be invalid for any reason.

(c)(1) The Secretary may investigate any facts, conditions,
practices, or matters that may be deemed necessary or proper to
aid in the enforcement of the provisions of this Act, in prescribing
of rules and regulations thereunder, or in securing information to
serve as a basis for recommending further legislation concerning
real estate settlement practices. To aid in the investigations, the
Secretary is authorized to hold such hearings, administer such
oaths, and require by subpena the attendance and testimony of
such witnesses and production of such documents as the Secretary
deems advisable.

(2) Any district court of the United States within the jurisdic-
tion of which an inquiry is carried on may, in the case of contu-
macy or refusal to obey a subpena of the Secretary issued under
this section, issue an order requiring compliance therewith; and
any failure to obey such order of the court may be punished by
such court as a contempt thereof.

(d) DELAY OF EFFECTIVENESS OF RECENT FINAL REGULATION
RELATING TO PAYMENTS TO EMPLOYEES.—

(1) IN GENERAL.—The amendment to part 3500 of title 24
of the Code of Federal Regulations contained in the final regu-
lation prescribed by the Secretary and published in the Federal
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Register on June 7, 1996, which will, as of the effective date
of such amendment—

(A) eliminate the exemption for payments by an em-
ployer to employees of such employer for referral activities
which is currently codified as section 3500.14(g)(1)(vii) of
such title 24; and

(B) replace such exemption with a more limited ex-
emption in new clauses (vii), (viii), and (ix) of section
3500.14 of such title 24,

shall not take effect before July 31, 1997.

(2) CONTINUATION OF PRIOR RULE.—The regulation codified
as section 3500.14(g)(1)(vii) of title 24 of the Code of Federal
Regulations, relating to employer-employee payments, as in ef-
fect on May 1, 1996, shall remain in effect until the date the
amendment referred to in paragraph (1) takes effect in accord-
ance with such paragraph.

(3) PUBLIC NOTICE OF EFFECTIVE DATE.—The Secretary
shall provide public notice of the date on which the amend-
ment referred to in paragraph (1) will take effect in accordance
with such paragraph not less than 90 days and not more than
180 days before such effective date.

EFFECTIVE DATE

SEC. 20. [12 U.S.C. 2601 notel The provisions of this Act, and
the amendments made thereby, shall become effective one hundred
and eighty days after the date of the enactment of this Act.1

1The date of enactment was December 22, 1974.



SIMPLIFICATION OF DISCLOSURES UNDER REAL
ESTATE SETTLEMENT PROCEDURES ACT OF 1974

EXCERPT FROM TITLE II OF DIVISION A OF OMNIBUS CONSOLIDATED
APPROPRIATIONS ACT, 1997 (ECONOMIC GROWTH AND REGU-
LATORY PAPERWORK REDUCTION ACT OF 1996)

[Public Law 104-208; 110 Stat. 3009-398; 12 U.S.C. 2601 note]

SEC. 2101. [12 U.S.C. 2601 note]l SIMPLIFICATION AND UNIFICATION OF
DISCLOSURES REQUIRED UNDER RESPA AND TILA FOR
MORTGAGE TRANSACTIONS.

(a) IN GENERAL.—With respect to credit transactions which are
subject to the Real Estate Settlement Procedures Act of 1974 and
the Truth in Lending Act, the Board of Governors of the Federal
Reserve System (hereafter in this section referred to as the
“Board”) and the Secretary of Housing and Urban Development
(hereafter in this section referred to as the “Secretary”) shall take
such action as may be necessary before the end of the 6-month pe-
riod beginning on the date of enactment of this Act1—

(1) to simplify and improve the disclosures applicable to
such transactions under such Acts, including the timing of the
disclosures; and

(2) to provide a single format for such disclosures which
will satisfy the requirements of each such Act with respect to
such transactions.

(b) REGULATIONS.—To the extent that it is necessary to pre-
scribe any regulation in order to effect any changes required to be
made under subsection (a), the proposed regulation shall be pub-
lished in the Federal Register before the end of the 6-month period
referred to in subsection (a).

(¢) RECOMMENDATIONS FOR LEGISLATION.—If the Board and the
Secretary find that legislative action may be necessary or appro-
priate in order to simplify and unify the disclosure requirements
under the Real Estate Settlement Procedures Act of 1974 and the
Truth in Lending Act, the Board and the Secretary shall submit a
report containing recommendations to the Congress concerning
such action.

1The date of enactment was September 30, 1996.
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SETTLEMENT COSTS FOR FHA AND VA
EXCERPT FROM EMERGENCY HOME FINANCE ACT OF 1970
[Public Law 91-351; 84 Stat. 461; 12 U.S.C. 1710 note]

SETTLEMENT COSTS IN THE FINANCING OF FEDERAL HOUSING
ADMINISTRATION AND VETERANS’ ADMINISTRATION ASSISTED HOUSING

Sec. 701. [12 U.S.C. 1710 notel (a) With respect to housing
built, rehabilitated, or sold with assistance provided under the Na-
tional Housing Act or under chapter 37 of title 38, United States
Code, the Secretary of Housing and Urban Development and the
Administrator of Veterans’ Affairs are respectively authorized and
directed to prescribe standards governing the amounts of settle-
ment costs allowable in connection with the financing of such hous-
ing in any such area. Such standards shall—

(1) be established after consultation between the Secretary
and the Administrator;

(2) be consistent in any area for housing assisted under
the National Housing Act and housing assisted under chapter

37 of title 38, United States Code; and

(3) be based on the Secretary’s and the Administrator’s es-
timates of the reasonable charge for necessary services in-

Izolved in settlements for particular classes of mortgages and

oans.

(b) The Secretary and the Administrator shall undertake a
joint study and make recommendations to the Congress not later
than one year after the date of enactment of this Act! with respect
to legislative and administrative actions which should be taken to
reduce mortgage settlement costs and to standardize these costs for
all geographic areas.

1The date of enactment was July 24, 1970.
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MANUFACTURED HOME STANDARDS

EXCERPT FROM HOUSING AND COMMUNITY DEVELOPMENT ACT OF
1974

[Public Law 93-383; 88 Stat. 700; 42 U.S.C. 5401 et seq.]

TITLE VI-MANUFACTURED HOME CONSTRUCTION AND
SAFETY STANDARDS

SHORT TITLE

SEC. 601. [42 U.S.C. 5401 notel This title may be cited as the
“National Manufactured Housing Construction and Safety Stand-
ards Act of 1974”.

STATEMENT OF PURPOSE

SEc. 602. [42 U.S.C. 54011 The Congress declares that the
purposes of this title are to reduce the number of personal injuries
and deaths and the amount of insurance costs and property dam-
age resulting from manufactured home accidents and to improve
the quality and durability of manufactured homes. Therefore, the
Congress determines that it is necessary to establish Federal con-
struction and safety standards for manufactured homes and to au-
thorize manufactured home safety research and development.

DEFINITIONS

SEC. 603. [42 U.S.C. 5402] As used in this title, the term—

(1) “manufactured home construction” means all activities
relating to the assembly and manufacture of a manufactured
home including but not limited to those relating to durability,
quality, and safety;

(2) “dealer” means any person engaged in the sale, leasing,
or distribution of new manufactured homes primarily to per-
sons who in good faith purchase or lease a manufactured home
for purposes other than resale;

(3) “defect” includes any defect in the performance, con-
struction, components, or material of a manufactured home
that renders the home or any part thereof not fit for the ordi-
nary use for which it was intended,;

(4) “distributor” means any person engaged in the sale and
distribution of manufactured homes for resale;

(5) “manufacturer” means any person engaged in manufac-
turing or assembling manufactured homes, including any per-
son engaged in importing manufactured homes for resale;

(6) “manufactured home” means a structure, transportable
in one or more sections, which, in the traveling mode, is eight
body feet or more in width or forty body feet or more in length,
or, when erected on site, is three hundred twenty or more

1402
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square feet, and which is built on a permanent chassis and de-
signed to be used as a dwelling with or without a permanent
foundation when connected to the required utilities, and in-
cludes the plumbing, heating, air-conditioning, and electrical
systems contained therein; except that such term shall include
any structure which meets all the requirements of this para-
graph except the size requirements and with respect to which
the manufacturer voluntarily files a certification required by
the Secretary and complies with the standards established
under this title; and except that such term shall not include
any self-propelled recreational vehicle;

(7) “Federal manufactured home construction and safety
standard” means a reasonable standard for the construction,
design, and performance of a manufactured home which meets
the needs of the public including the need for quality, durabil-
ity, and safety;

(8) “manufactured home safety” means the performance of
a manufactured home in such a manner that the public is pro-
tected against any unreasonable risk of the occurrence of acci-
dents due to the design or construction of such manufactured
home, or any unreasonable risk of death or injury to the user
or to the public if such accidents do occur;

(9) “imminent safety hazard” means an imminent and un-
reasonable risk of death or severe personal injury;

(10) “purchaser” means the first person purchasing a man-
ufactured home in good faith for purposes other than resale;

(11) “Secretary” means the Secretary of Housing and
Urban Development;

(12) “State” includes each of the several States, the Dis-
trict of Columbia, the Commonwealth of Puerto Rico, Guam,
the Virigin Islands, the Canal Zone, and American Samoa; and

(13) “United States district courts” means the Federal dis-
trict courts of the United States and the United States courts
of the Commonwealth of Puerto Rico, Guam, the Virgin Is-
lands, the Canal Zone, and American Samoa.

FEDERAL MANUFACTURED HOME CONSTRUCTION AND SAFETY
STANDARDS

SEC. 604. [42 U.S.C. 5403] (a) The Secretary, after consulta-
tion with the Consumer Product Safety Commission, shall establish
by order appropriate Federal manufactured home construction and
safety standards. Each such Federal manufactured home standard
shall be reasonable and shall meet the highest standards of protec-
tion, taking into account existing State and local laws relating to
manufactured home safety and construction. !

1Section 104(c) of the Energy Policy Act of 1992, Pub. L. 102-486, approved October 24, 1992,
provides as follows:

“(c) EXCEPTION TO FEDERAL PREEMPTION.—If the Secretary of Housing and Urban Develop-
ment has not issued, within 1 year after the date of the enactment of this Act, final regulations
pursuant to section 604 of the National Manufactured Housing Construction and Safety Stand-
ards Act of 1974 (42 U.S.C. 5403) that establish thermal insulation and energy efficiency stand-
ards for manufactured housing that take effect before January 1, 1995, then States may estab-
lish thermal insulation and energy efficiency standards for manufactured housing if such stand-
ards are at least as stringent as thermal performance standards for manufactured housing con-

Continued
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(b) All orders issued under this section shall be issued after no-
tice and an opportunity for interested persons to participate are
provided in accordance with the provisions of section 553 of title 5,
United States Code.

(c) Each order establishing a Federal manufactured home con-
struction and safety standard shall specify the date such standard
is to take effect, which shall not be sooner than one hundred and
eighty days or later than one year after the date such order is
issued, unless the Secretary finds, for good cause shown, that an
earlier or later effective date is in the public interest, and publishes
his reasons for such finding.

(d) Whenever a Federal manufactured home construction and
safety standard established under this title is in effect, no State or
political subdivision of a State shall have any authority either to
establish, or to continue in effect, with respect to any manufactured
home covered, any standard regarding construction or safety appli-
cable to the same aspect of performance of such manufactured
home which is not identical to the Federal manufactured home con-
struction and safety standard.

(e) The Secretary may by order amend or revoke any Federal
manufactured home construction or safety standard established
under this section. Such order shall specify the date on which such
amendment or revocation is to take effect, which shall not be soon-
er than one hundred and eighty days or later than one year from
the date the order is issued, unless the Secretary finds, for good
cause shown, that an earlier or later date is in the public interest,
and publishes his reasons for such findings.

N 11(f') In establishing standards under this section, the Secretary
shall—

(1) consider relevant available manufactured home con-
struction and safety data, including the results of the research,
development, testing, and evaluation activities conducted pur-
suant to this title, and those activities conducted by private or-
ganizations and other governmental agencies to determine how
to best protect the public;

(2) consult with such State or interstate agencies (includ-
ing legislative committees) as he deems appropriate;

(3) consider whether any such proposed standard is rea-
sonable for the particular type of manufactured home or for the
geographic region for which it is prescribed;

(4) consider the probable effect of such standard on the
cost of the manufactured home to the public; and

(5) consider the extent to which any such standard will
contribute to carrying out the purposes of this title.

(g) The Secretary shall issue an order establishing initial Fed-
eral manufactured home construction and safety standards not
later than one year after the date of enactment of this Act.

(h) The Secretary shall exclude from the coverage of this title
any structure which the manufacturer certifies, in a form pre-
scribed by the Secretary, to be:

tained in the Second Public Review Draft of BSR/ASHRAE 90.2P entitled “Energy Efficient De-
sign of Low-Rise Residential Buildings” and all public reviews of Independent Substantive
Changes to such document that have been approved on or before the date of the enactment of
this Act.”.
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(1) designed only for erection or installation on a site-built
permanent foundation;

(2) not designed to be moved once so erected or installed,;

(3) designed and manufactured to comply with a nationally
recognized model building code or an equivalent local code, or
with a State or local modular building code recognized as gen-
erally equivalent to building codes for site-built housing, or
with minimum property standards adopted by the Secretary
pursuant to title IT of the National Housing Act; and

(4) to the manufacturer’s knowledge is not intended to be
used other than on a site-built permanent foundation.

(1)(1) The Federal manufactured home construction and safety
standards established by the Secretary under this section shall in-
clude preemptive energy conservation standards in accordance with
this subsection.

(2) The energy conservation standards established under this
subsection shall be cost-effective energy conservation performance
standards designed to ensure the lowest total of construction and
operating costs.

(8) The energy conservation standards established under this
subsection shall take into consideration the design and factory con-
struction techniques of manufactured homes and shall provide for
alternative practices that result in net estimated energy consump-
tion equal to or less than the specified standards.

(j) The Secretary shall develop a new standard for hardboard
panel siding on manufactured housing taking into account durabil-
ity, longevity, consumer’s costs for maintenance and any other rel-
evant information pursuant to subsection (f). The Secretary shall
consult with the National Manufactured Home Advisory Council
and the National Commission on Manufactured Housing in estab-
lishing the new standard. The new performance standard devel-
oped shall ensure the durability of hardboard sidings for at least
a normal life of a mortgage with minimum maintenance required.
Not later than 180 days from the date of enactment of this sub-
section, the Secretary shall update the standards for hardboard sid-
ing.

NATIONAL MANUFACTURED HOME ADVISORY COUNCIL

SEC. 605. [42 U.S.C. 5404] (a) The Secretary shall appoint a
National Manufactured Home Advisory Council with the following
composition: eight members selected from among consumer organi-
zations, community organizations, and recognized consumer lead-
ers; eight members from the manufactured home industry and re-
lated groups including at least one representative of small busi-
ness; and eight members selected from government agencies includ-
ing Federal, State, and local governments. Appointments under
this subsection shall be made without regard to the provisions of
title 5, United States Code, relating to appointments in the com-
petitive service, classification, and General Schedule pay rates. The
Secretary shall publish the names of the members of the Council
annually and shall designate which members represent the general
public.
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(b) The Secretary shall, to the extent feasible, consult with the
Advisory Council prior to establishing, amending, or revoking any
manufactured home construction or safety standard pursuant to
the provisions of this title.

(¢) Any member of the National Manufactured Home Advisory
Council who is appointed from outside the Federal Government
may be compensated at a rate not to exceed $100 per diem (includ-
ing traveltime) when engaged in the actual duties of the Advisory
Council. Such members, while away from their homes or regular
places of business, may be allowed travel expenses, including per
diem in lieu of subsistence as authorized by section 5703(b) of title
5, United States Code, for persons in the Government service em-
ployed intermittently.

JUDICIAL REVIEW OF ORDERS

SEC. 606. [42 U.S.C. 5405] (a)(1) In a case of actual con-
troversy as to the validity of any order under section 604, any per-
son who may be adversely affected by such order when it is effec-
tive may at any time prior to the sixtieth day after such order is
issued file a petition with the United States court of appeals for the
circuit wherein such person resides or has his principal place of
business, for judicial review of such order. A copy of the petition
shall be forthwith transmitted by the clerk of the court to the Sec-
retary or other officer designated by him for that purpose. The Sec-
retary thereupon shall file in the court the record of the proceed-
ings on which the Secretary based his order, as provided in section
2112 of title 28, United States Code.

(2) If the petitioner applies to the court for leave to adduce ad-
ditional evidence, and shows to the satisfaction of the court that
such additional evidence is material and that there were reason-
able grounds for the failure to adduce such evidence in the proceed-
ing before the Secretary, the court may order such additional evi-
dence (and evidence in rebuttal thereof) to be taken before the Sec-
retary, and to be adduced upon the hearing, in such manner and
upon such terms and conditions as to the court may seem proper.
The Secretary may modify his findings as to the facts, or make new
findings, by reason of the additional evidence so taken, and he
shall file such modified or new findings, and his recommendation,
if any, for the modification or setting aside of his original order,
with the return of such additional evidence.

(3) Upon the filing of the petition referred to in paragraph (1)
of this subsection, the court shall have jurisdiction to review the
order in accordance with the provisions of sections 701 through 706
of title 5, United States Code, and to grant appropriate relief.

(4) The judgment of the court affirming or setting aside, in
whole or in part, any such order of the Secretary shall be final,
subject to review by the Supreme Court of the United States upon
certiorari or certification as provided in section 1254 of title 28,
United States Code.

(5) Any action instituted under this subsection shall survive,
notwithstanding any change in the person occupying the office of
Secretary of any vacancy in such office.



1407 MANUFACTURED HOME STANDARDS Sec. 607

(6) The remedies provided for in this subsection shall be in ad-
dition to and not in substitution for any other remedies provided
by law.

(b) A certified copy of the transcript of the record and proceed-
ings under this section shall be furnished by the Secretary to any
interested party at his request and payment of the costs thereof,
and shall be admissible in any criminal, exclusion of imports, or
other proceedings arising under or in respect of this title, irrespec-
tive of whether proceedings with respect to the order have pre-
viously been initiated or become final under subsection (a).

PUBLIC INFORMATION

SEC. 607. [42 U.S.C. 5406] (a) Whenever any manufacturer is
opposed to any action of the Secretary under section 604 or under
any other provision of this title on the grounds of increased cost or
for other reasons, the manufacturer shall submit such cost and
other information (in such detail as the Secretary may by rule or
order prescribe) as may be necessary in order to properly evaluate
the manufacturer’s statement.

(b) Such information shall be available to the public unless the
manufacturer establishes that it contains a trade secret or that dis-
closure of any portion of such information would put the manufac-
turer at a substantial competitive disadvantage. Notice of the avail-
ability of such information shall be published promptly in the Fed-
eral Register. If the Secretary determines that any portion of such
information contains a trade secret or that the disclosure of any
portion of such information would put the manufacturer at a sub-
stantial competitive disadvantage, such portion may be disclosed to
the public only in such manner as to preserve the confidentiality
of such trade secret or in such combined or summary form so as
not to disclose the identity of any individual manufacturer, except
that any such information may be disclosed to other officers or em-
ployees concerned with carrying out this title or when relevant in
any proceeding under this title. Nothing in this subsection shall au-
thorize the withholding of information by the Secretary or any offi-
cer or employee under his control from the duly authorized commit-
tees of the Congress.

(c) If the Secretary proposes to establish, amend, or revoke a
Federal manufactured home construction and safety standard
under section 604 on the basis of information submitted pursuant
to subsection (a), he shall publish a notice of such proposed action,
together with the reasons therefor, in the Federal Register at least
thirty days in advance of making a final determination, in order to
allow interested parties an opportunity to comment.

(d) For purposes of this section, “cost information” means infor-
mation with respect to alleged cost increases resulting from action
by the Secretary, in such a form as to permit the public and the
Secretary to make an informed judgment on the validity of the
manufacturer’s statements. Such term includes both the manufac-
turer’s statements. Such term includes both the manufacturer’s
cost and the cost to retail purchasers.
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(e) Nothing in this section shall be construed to restrict the au-
thority of the Secretary to obtain or require submission of informa-
tion under any other provision of this title.

RESEARCH, TESTING, DEVELOPMENT, AND TRAINING

SEC. 608. [42 U.S.C. 5407] (a) The Secretary shall conduct re-
search, testing, development, and training necessary to carry out
the purposes of this title, including, but not limited to—

(1) collecting data from any source for the purpose of de-
termining the relationship between manufactured home per-
formance characteristics and (A) accidents involving manufac-
tured homes, and (B) the occurrence of death, personal injury,
or damage resulting from such accidents;

(2) procuring (by negotiation or otherwise) experimental
and other manufactured homes for research and testing pur-
poses; and

(3) selling or otherwise disposing of test manufactured
homes and reimbursing the proceeds of such sale or disposal
into the current appropriation available for the purpose of car-
rying out this title.

(b) The Secretary is authorized to conduct research, testing, de-
velopment, and training as authorized to be carried out by sub-
section (a) of this section by contracting for or making grants for
the conduct of such research, testing, development, and training to
States, interstate agencies, and independent institutions.

COOPERATION WITH PUBLIC AND PRIVATE AGENCIES

SEcC. 609. [42 U.S.C. 5408] The Secretary is authorized to ad-
vise, assist, and cooperate with other Federal agencies and with
State and other interested public and private agencies, in the plan-
ning and development of—

(1) manufactured home construction and safety standards;
and

(2) methods for inspecting and testing to determine compli-
ance with manufactured home standards.

PROHIBITED ACTS

Sec. 610. [42 U.S.C. 5409] (a) No person shall—

(1) make use of any means of transportation or commu-
nication affecting interstate or foreign commerce or the mails
to manufacture for sale, lease, sell, offer for sale or lease, or
introduce or deliver, or import into the United States, any
manufactured home which is manufactured on or after the ef-
fective date of any applicable Federal manufactured home con-
struction and safety standard under this title and which does
not comply with such standard, except as provided in sub-
section (b), where such manufacture, lease, sale, offer for sale
or lease, introduction, delivery, or importation affects com-
merce;

(2) fail or refuse to permit access to or copying of records,
or fail to make reports or provide information, or fail or refuse
to permit entry or inspection, as required under section 614;
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(3) fail to furnish notification of any defect as required by
section 615;

(4) fail to issue a certification required by section 616, or
issue a certification to the effect that a manufactured home
conforms to all applicable Federal manufactured home con-
struction and safety standards, if such person in the exercise
of due care has reason to know that such certification is false
or misleading in a material respect;

(5) fail to comply with a final order issued by the Secretary
under this title; or

(6) issue a certification pursuant to subsection (h) of sec-
tion 604, if such person in the exercise of due care has reason
to know that such certification is false or misleading in a mate-
rial respect.

(b)(1) Paragraph (1) of subsection (a) shall not apply to the
sale, the offer for sale, or the introduction or delivery for introduc-
tion in interstate commerce of any manufactured home after the
first purchase of it in good faith for purposes other than resale.

(2) For purposes of section 611, paragraph (1) of subsection (a)
shall not apply to any person who establishes that he did not have
reason to know in the exercise of due care that such manufactured
home is not in conformity with applicable Federal manufactured
home construction and safety standards, or to any person who,
prior to such first purchase, holds a certificate issued by the manu-
facturer or importer of such manufactured home to the effect that
such manufactured home conforms to all applicable Federal manu-
factured home construction and safety standards, unless such per-
son knows that such manufactured home does not so conform.

(3) A manufactured home offered for importation in violation
of paragraph (1) of subsection (a) shall be refused admission into
the United States under joint regulations issued by the Secretary
of the Treasury and the Secretary, except that the Secretary of the
Treasury and the Secretary may, by such regulations, provide for
authorizing the importation of such manufactured home into the
United States upon such terms and conditions (including the fur-
nishing of a bond) as may appear to them appropriate to insure
that any such manufactured home will be brought into conformity
with any applicable Federal manufactured home construction or
safety standard prescribed under this title, or will be exported
from, or forfeited to, the United States.

(4) The Secretary of the Treasury and the Secretary may, by
joint regulations, permit the importation of any manufactured
home after the first purchase of it in good faith for purposes other
than resale.

(5) Paragraph (1) of subsection (a) shall not apply in the case
of a manufactured home intended solely for export, and so labeled
or tagged on the manufactured home itself and on the outside of
the container, if any, in which it is to be exported.

(c) Compliance with any Federal manufactured home construc-
tion or safety standard issued under this title does not exempt any
person from any liability under common law.
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CIVIL AND CRIMINAL PENALTY

SEC. 611. [42 U.S.C. 5410] (a) Whoever violates any provision
of section 610, or any regulation or final order issued thereunder,
shall be liable to the United States for a civil penalty of not to ex-
ceed $1,000 for each such violation. Each violation of a provision
of section 610, or any regulation or order issued thereunder shall
constitute, a separate violation with respect to each manufactured
home or with respect to each failure or refusal to allow or perform
an act required thereby, except that the maximum civil penalty
may not exceed $1,000,000 for any related series of violations oc-
curring within one year from the date of the first violation.

(b) An individual or a director, officer, or agent of a corporation
who knowingly and willfully violates section 610 in a manner
which threatens the health or safety of any purchaser shall be
ﬁnle)d ﬁOt more than $1,000 or imprisoned not more than one year,
or both.

JURISDICTION AND VENUE

SECc. 612. [42 U.S.C. 54111 (a) The United States district
courts shall have jurisdiction, for cause shown and subject to the
provisions of rule 65 (a) and (b) of the Federal Rules of Civil Proce-
dure, to restrain violations of this title, or to restrain the sale, offer
for sale, or the importation into the United States, of any manufac-
tured home which is determined, prior to the first purchase of such
manufactured home in good faith for purposes other than resale,
not to conform to applicable Federal manufactured home construc-
tion and safety standards prescribed pursuant to this title or to
contain a defect which constitutes an imminent safety hazard, upon
petition by the appropriate United States attorney or the Attorney
General on behalf of the United States. Whenever practicable, the
Secretary shall give notice to any person against whom an action
for injunctive relief is contemplated and afford him an opportunity
to present his views and the failure to give such notice and afford
such opportunity shall not preclude the granting of appropriate re-
lief.

(b) In any proceeding for criminal contempt for violation of an
injunction or restraining order issued under this section, which vio-
lation also constitutes a violation of this title, trial shall be by the
court or, upon demand of the accused, by a jury. Such trial shall
be conducted in accordance with the practice and procedure appli-
cable in the case of proceedings subject to the provisions of rule
42(b) of the Federal Rules of Criminal Procedure.

(c) Actions under subsection (a) of this section and section 611
may be brought in the district wherein any act or transaction con-
stituting the violation occurred, or in the district wherein the de-
fendant is found or is an inhabitant or transacts business, and
process in such cases may be served in any other district of which
}:‘he ((jliefendant is an inhabitant or wherever the defendant may be
ound.

(d) In any action brought by the United States under sub-
section (a) of this section or section 611, subpenas by the United
States for witnesses who are required to attend at United States
district court may run into any other district.
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(e) It shall be the duty of every manufacturer offering a manu-
factured home for importation into the United States to designate
in writing an agent upon whom service of all administrative and
judicial processes, notices, orders, decisions, and requirements may
be made for and on behalf of such manufacturer, and to file such
designation with the Secretary, which designation may from time
to time be changed by like writing, similarly filed. Service of all ad-
ministrative and judicial processes, notices, orders, decisions, and
requirements may be made upon such manufacturer by service
upon such designated agent at his office or usual place of residence
with like effect as if made personally upon such manufacturer, and
in default of such designation of such agent, service of process or
any notice, order, requirement, or decision in any proceeding before
the Secretary or in any judicial proceeding pursuant to this title
may be made by mailing such process, notice, order, requirement,
or decision to the Secretary by registered or certified mail.

NONCOMPLIANCE WITH STANDARDS

SEC. 613. [42 U.S.C. 5412] (a) If the Secretary or a court of
appropriate jurisdiction determines that any manufactured home
does not conform to applicable Federal manufactured home con-
struction and safety standards, or that it contains a defect which
constitutes an imminent safety hazard, after the sale of such man-
ufactured home by a manufacturer to a distributor or a dealer and
prior to the sale of such manufactured home by such distributor or
dealer to a purchaser—

(1) the manufacturer shall immediately repurchase such
manufactured home from such distributor or dealer at the
price paid by such distributor or dealer, plus all transportation
charges involved and a reasonable reimbursement of not less
than 1 per centum per month of such price paid prorated from
the date of receipt by certified mail of notice of such non-
conformance to the date of repurchase by the manufacturer; or

(2) the manufacturer, at his own expense, shall imme-
diately furnish the purchasing distributor or dealer the re-
quired conforming part or parts or equipment for installation
by the distributor or dealer on or in such manufactured home,
and for the installation involved the manufacturer shall reim-
burse such distributor or dealer for the reasonable value of
such installation plus a reasonable reimbursement of not less
than 1 per centum per month of the manufacturer’s or dis-
tributor’s selling price prorated from the date of receipt by cer-
tified mail of notice of such nonconformance to the date such
vehicle is brought into conformance with applicable Federal
standards, so long as the distributor or dealer proceeds with
reasonable diligence with the installation after the required
part or equipment is received.

The value of such reasonable reimbursements as specified in para-
graphs (1) and (2) of this subsection shall be fixed by mutual agree-
ment of the parties, or, failing such agreement, by the court pursu-
ant to the provisions of subsection (b).

(b) If any manufacturer fails to comply with the requirements
of subsection (a), then the distributor or dealer, as the case may
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be, to whom such manufactured home has been sold may bring an
action seeking a court injunction compelling compliance with such
requirements on the part of such manufacturer. Such action may
be brought in any district court in the United States in the district
in which such manufacturer resides, or is found, or has an agent,
without regard to the amount in controversy, and the person bring-
ing the action shall also be entitled to recover any damage sus-
tained by him, as well as all court costs plus reasonable attorneys’
fees. Any action brought pursuant to this section shall be forever
barred unless commenced within three years after the cause of ac-
tion shall have accrued.

INSPECTION OF MANUFACTURED HOMES AND RECORDS

SEC. 614. [42 U.S.C. 5413] (a) The Secretary is authorized to
conduct such inspections and investigations as may be necessary to
promulgate or enforce Federal manufactured home construction
and safety standards established under this title or otherwise to
carry out his duties under this title. He shall furnish the Attorney
General and, when appropriate, the Secretary of the Treasury any
information obtained indicating noncompliance with such stand-
ards for appropriate action.

(b)(1) For purposes of enforcement of this title, persons duly
designated by the Secretary, upon presenting appropriate creden-
tials to the owner, operator, or agent in charge, are authorized—

(A) to enter, at reasonable times and without advance no-
tice any factory, warehouse, or establishment in which manu-
factured homes are manufactured, stored, or held for sale; and

(B) to inspect, at reasonable times and within reasonable
limits and in a reasonable manner, any such factory, ware-
house, or establishment, and to inspect such books, papers,
records, and documents as are set forth in subsection (¢). Each
such inspection shall be commenced and completed with rea-
sonable promptness.

(2) The Secretary is authorized to contract with State and local
governments and private inspection organizations to carry out his
functions under this subsection.

(c) For the purpose of carrying out the provisions of this title,
the Secretary is authorized—

(1) to hold such hearings, take such testimony, sit and act
at such times and places, administer such oaths, and require,
by subpena or otherwise, the attendance and testimony of such
witnesses and the production of such books, papers, cor-
respondence, memorandums, contracts, agreements, or other
records, as the Secretary or such officer or employee deems ad-
visable. Witnesses summoned pursuant to this subsection shall
be paid the same fees and mileage that are paid witnesses in
the courts of the United States;

(2) to examine and copy any documentary evidence of any
person having materials or information relevant to any func-
tion of the Secretary under this title;

(3) to require, by general or special orders, any person to
file, in such form as the Secretary may prescribe, reports or
answers in writing to specific questions relating to any func-
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tion of the Secretary under this title. Such reports and answers

shall be made under oath or otherwise, and shall be filed with

the Secretary within such reasonable period as the Secretary
may prescribe;

(4) to request from any Federal agency any information he
deems necessary to carry out his functions under this title, and
each such agency is authorized and directed to cooperate with
the Secretary and to furnish such information upon request
made by the Secretary, and the head of any Federal agency is
authorized to detail, on a reimbursable basis, any personnel of
such agency to assist in carrying out the duties of the Sec-
retary under this title; and

(5) to make available to the public any information which
may indicate the existence of a defect which relates to manu-
factured home construction or safety or of the failure of a man-
ufactured home to comply with applicable manufactured home
construction and safety standards. The Secretary shall disclose
so much of other information obtained under this subsection to
the public as he determines will assist in carrying out this
title; but he shall not (under the authority of this sentence)
make available or disclose to the public any information which
contains or relates to a trade secret or any information the dis-
closure of which would put the person furnishing such informa-
tion at a substantial competitive disadvantage, unless he deter-
milnes that it is necessary to carry out the purposes of this
title.

(d) Any of the district courts of the United States within the
jurisdiction of which an inquiry is carried on may, in the case of
contumacy or refusal to obey a subpena or order of the Secretary
issued under paragraph (1) or paragraph (3) of subsection (c¢) of this
section, issue an order requiring compliance therewith; and any
failure to obey such order of the court may be punished by such
court as a contempt thereof.

(e) Each manufacturer of manufactured homes shall submit
the building plans for every model of such manufactured homes to
the Secretary or his designee for the purpose of inspection under
this section. The manufacturer must certify that each such building
plan meets the Federal construction and safety standards in force
at that time before the model involved is produced.

(f) Each manufacturer, distributor, and dealer of manufactured
homes shall establish and maintain such records, make such re-
ports, and provide such information as the Secretary may reason-
ably require to enable him to determine whether such manufac-
turer, distributor, or dealer has acted or is acting in compliance
with this title and Federal manufactured home construction and
safety standards prescribed pursuant to this title and shall, upon
request of a person duly designated by the Secretary, permit such
person to inspect appropriate books, papers, records, and docu-
ments relevant to determining whether such manufacturer, dis-
tributor, or dealer has acted or is acting in compliance with this
title and manufactured home construction and safety standards
prescribed pursuant to this title.

(g) Each manufacturer of manufactured homes shall provide to
the Secretary such performance data and other technical data re-
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lated to performance and safety as may be required to carry out
the purposes of this title. These shall include records of tests and
test results which the Secretary may require to be performed. The
Secretary is authorized to require the manufacturer to give notifi-
cation of such performance and technical data to—

(1) each prospective purchaser of a manufactured home be-
fore its first sale for purposes other than resale, at each loca-
tion where any such manufacturer’s manufactured homes are
offered for sale by a person with whom such manufacturer has
a contractual, proprietary, or other legal relationship and in a
manner determined by the Secretary to be appropriate, which
may include, but is not limited to, printed matter (A) available
for retention by such prospective purchaser, and (B) sent by
mail to such prospective purchaser upon his request; and

(2) the first person who purchases a manufactured home
for purposes other than resale, at the time of such purchase or
in printed matter placed in the manufactured home.

(h) All information reported to or otherwise obtained by the
Secretary or his representative pursuant to subsection (b), (c), (),
or (g) which contains or relates to a trade secret, or which, if dis-
closed would put the person furnishing such information at a sub-
stantial competitive disadvantage, shall be considered confidential,
except that such information may be disclosed to other officers or
employees concerned with carrying out this title or when relevant
in any proceeding under this title. Nothing in this section shall au-
thorize the withholding of information by the Secretary or any offi-
cer or employee under his control from the duly authorized commit-
tees of the Congress.

NOTIFICATION AND CORRECTION OF DEFECTS

SEC. 615. [42 U.S.C. 5414] (a) Every manufacturer of manu-
factured homes shall furnish notification of any defect in any man-
ufactured home produced by such manufacturer which he deter-
mines, in good faith, relates to a Federal manufactured home con-
struction or safety standard or contains a defect which constitutes
an imminent safety hazard to the purchaser of such manufactured
home, within a reasonable time after such manufacturer has dis-
covered such defect.

(b) The notification required by subsection (a) shall be
accomplished—

(1) by mail to the first purchaser (not including any dealer
or distributor of such manufacturer) of the manufactured home
containing the defect, and to any subsequent purchaser to
whom any warranty on such manufactured home has been
transferred;

(2) by mail to any other person who is a registered owner
of such manufactured home and whose name and address has
been ascertained pursuant to procedures established under
subsection (f); and

(3) by mail or other more expeditious means to the dealer
or dealers of such manufacturer to whom such manufactured
home was delivered.



1415 MANUFACTURED HOME STANDARDS Sec. 615

(c) The notification required by subsection (a) shall contain a
clear description of such defect or failure to comply, an evaluation
of the risk to manufactured home occupants’ safety reasonably re-
lated to such defect, and a statement of the measures needed to re-
pair the defect. The notification shall also inform the owner wheth-
er the defect is a construction or safety defect which the manufac-
turer will have corrected at no cost to the owner of the manufac-
tured home under subsection (g) or otherwise, or is a defect which
must be corrected at the expense of the owner.

(d) Every manufacturer of manufactured homes shall furnish
to the Secretary a true or representative copy of all notices, bul-
letins, and other communications to the dealers of such manufac-
turer or purchasers of manufactured homes of such manufacturer
regarding any defect in any such manufactured home produced by
such manufacturer. The Secretary shall disclose to the public so
much of the information contained in such notices or other informa-
tion obtained under section 614 as he deems will assist in carrying
out the purposes of this title, but he shall not disclose any informa-
tion which contains or relates to a trade secret, or which, if dis-
closed would put such manufacturer at a substantial competitive
disadvantage, unless he determines that it is necessary to carry out
the purposes of this title.

(e) If the Secretary determines that any manufactured home—

(1) does not comply with an applicable Federal manufac-
tured home construction and safety standard prescribed pursu-
ant to section 604; or

(2) contains a defect which constitutes an imminent safety
hazard,

then he shall immediately notify the manufacturer of such manu-
factured home of such defect or failure to comply. The notice shall
contain the findings of the Secretary and shall include all informa-
tion upon which the findings are based. The Secretary shall afford
such manufacturer an opportunity to present his views and evi-
dence in support thereof, to establish that there is no failure of
compliance. If after such presentation by the manufacturer the Sec-
retary determines that such manufactured home does not comply
with applicable Federal manufactured home construction or safety
standards, or contains a defect which constitutes an imminent safe-
ty hazard, the Secretary shall direct the manufacturer to furnish
the notification specified in subsections (a) and (b) of this section.

(f) Every manufacturer of manufactured homes shall maintain
a record of the name and address of the first purchaser of each
manufactured home (for purposes other than resale), and, to the
maximum extent feasible, shall maintain procedures for
ascertaining the name and address of any subsequent purchaser
thereof and shall maintain a record of names and addresses so
ascertained. Such records shall be kept for each home produced by
a manufacturer. The Secretary may establish by order procedures
to be followed by manufacturers in establishing and maintaining
such records, including procedures to be followed by distributors
and dealers to assist manufacturers to secure the information re-
quired by this subsection. Such procedures shall be reasonable for
the particular type of manufactured home for which they are
prescribed.
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(g) A manufacturer required to furnish notification of a defect
under subsection (a) or (e) shall also bring the manufactured home
into compliance with applicable standards and correct the defect or
have the defect corrected within a reasonable period of time at no
expense to the owner, but only if—

(1) the defect presents an unreasonable risk of injury or
death to occupants of the affected manufactured home or
homes; !

(2) the defect can be related to an error in design or as-
sembly of the manufactured home by the manufacturer.

The Secretary may direct the manufacturer to make such correc-
tions after providing an opportunity for oral and written presen-
tation of views by interested persons. Nothing in this section shall
limit the rights of the purchaser or any other person under any
contract or applicable law.

(h) The manufacturer shall submit his plan for notifying own-
ers of the defect and for repairing such defect (if required under
subsection (g)) to the Secretary for his approval before implement-
ing such plan. Whenever a manufacturer is required under sub-
section (g) to correct a defect, the Secretary shall approve with or
without modification, after consultation with the manufacturer of
the manufactured home involved, such manufacturer’s remedy plan
including the date when, and the method by which, the notification
and remedy required pursuant to this section shall be effectuated.
Such date shall be the earliest practicable one but shall not be
more than sixty days after the date of discovery or determination
of the defects or failure to comply, unless the Secretary grants an
extension of such period for good cause shown and publishes a no-
tice of such extension in the Federal Register. Such manufacturer
is bound to implement such remedy plan as approved by the Sec-
retary.

(1) Where a defect or failure to comply in a manufactured home
cannot be adequately repaired within sixty days from the date of
discovery or determination of the defect, the Secretary may require
that the manufactured home be replaced with a new or equivalent
home without charge, or that the purchase price be refunded in
full, less a reasonable allowance for depreciation based on actual
use if the home has been in the possession of the owner for more
than one year.

CERTIFICATION OF CONFORMITY WITH CONSTRUCTION AND SAFETY
STANDARDS

SEC. 616. [42 U.S.C. 54151 Every manufacturer of manufac-
tured homes shall furnish to the distributor or dealer at the time
of delivery of each such manufactured home produced by such man-
ufacturer certification that such manufactured home conforms to
all applicable Federal construction and safety standards. Such cer-
tification shall be in the form of a label or tag permanently affixed
to each such manufactured home.

1S0 in law.
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CONSUMER INFORMATION

SEC. 617. [42 U.S.C. 54161 The Secretary shall develop guide-
lines for a consumer’s manual to be provided to manufactured
home purchasers by the manufacturer. These manuals should iden-
tify and explain the purchasers’ responsibilities for operation,
maintenance, and repair of their manufactured homes.

EFFECT UPON ANTITRUST LAWS

SEc. 618. [42 U.S.C. 54171 Nothing contained in this title
shall be deemed to exempt from the antitrust laws of the United
States any conduct that would otherwise be unlawful under such
laws, or to prohibit under the antitrust laws of the United States
any conduct that would be lawful under such laws. As used in this
section, the term “antitrust laws” includes, but is not limited to,
the Act of July 2, 1890, as amended; the Act of October 14, 1914,
as amended; the Federal Trade Commission Act (15 U.S.C. 41 et
seq.); and sections 73 and 74 of the Act of August 27, 1894, as
amended.

USE OF RESEARCH AND TESTING FACILITIES OF PUBLIC AGENCIES

SEC. 619. [42 U.S.C. 54181 The Secretary, in exercising the
authority under this title, shall utilize the services, research and
testing facilities of public agencies and independent testing labora-
tories to the maximum extent practicable in order to avoid duplica-
tion.

INSPECTION FEES

SEC. 620. [42 U.S.C. 5419] In carrying out the inspections re-
quired under this title, the Secretary may establish and impose on
manufactured home manufacturers, distributors, and dealers such
reasonable fees as may be necessary to offset the expenses incurred
by him in conducting such inspections, and the Secretary may use
any fees so collected to pay expenses incurred in connection with
such inspections except that this section shall not apply in any
State which has in effect a State plan under section 623.

PENALTIES ON INSPECTIONS

SEC. 621. [42 U.S.C. 5420] Any person, other than an officer
or employee of the United States, or a person exercising inspection
functions under a State plan pursuant to section 623, who know-
ingly and willfully fails to report a violation of any construction or
safety standard established under section 604 may be fined up to
$1,000 or imprisoned for up to one year, or both.

PROHIBITION ON WAIVER OF RIGHTS

SEC. 622. [42 U.S.C. 54211 The rights afforded manufactured
home purchasers under this title may not be waived, and any pro-
vision of a contract or agreement entered into after the enactment
of this title to the contrary shall be void.
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STATE JURISDICTION; STATE PLANS

SEC. 623. [42 U.S.C. 5422] (a) Nothing in this title shall pre-
vent any State agency or court from asserting jurisdiction under
State law over any manufactured home construction or safety issue
with respect to which no Federal manufactured home construction
and safety standard has been established pursuant to the provi-
sions of section 604.

(b) Any State which, at any time, desires to assume respon-
sibility for enforcement and manufactured home safety and con-
struction standards relating to any issue with respect to which a
Federal standard has been established under section 604, shall
submit to the Secretary a State plan for enforcement of such stand-
ards.

(c) The Secretary shall approve the plan submitted by a State
under subsection (b), or any modification thereof, if such plan in
his judgment—

(1) designates a State agency or agencies as the agency or
agencies responsible for administering the plan throughout the
State;

(2) provides for the enforcement of manufactured home
safety and construction standards promulgated under section
604;

(3) provides for a right of entry and inspection of all fac-
tories, warehouses, or establishments in such State in which
manufactured homes are manufactured and for the review of
plans, in a manner which is identical to that provided in sec-
tion 614,

(4) provides for the imposition of the civil and criminal
penalties under section 611,

(5) provides for the notification and correction procedures
under section 615;

(6) provides for the payment of inspection fees by manufac-
turers in amounts adequate to cover the cost of inspections;

(7) contains satisfactory assurances that the State agency
or agencies have or will have the legal authority and qualified
personnel necessary for the enforcement of such standards;

(8) give satisfactory assurances that such State will devote
adequate funds to the administration and enforcement of such
standards;

(9) requires manufacturers, distributors, and dealers in
such State to make reports to the Secretary in the same man-
?er and to the same extent as if the State plan were not in ef-
ect;

(10) provides that the State agency or agencies will make
such reports to the Secretary in such form and containing such
information as the Secretary shall from time to time require;
and

(11) complies with such other requirements as the Sec-
retary may by regulation prescribe for the enforcement of this
title.

(d) If the Secretary rejects a plan submitted under subsection
(b), he shall afford the State submitting the plan due notice and
opportunity for a hearing before so doing.
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(e) After the Secretary approves a State plan submitted under
subsection (b), he may, but shall not be required to, exercise his au-
thority under this title with respect to enforcement of manufac-
tured home construction and safety standards in the State in-
volved.

(f) The Secretary shall, on the basis of reports submitted by the
designated State agency and his own inspections, make a continu-
ing evaluation of the manner in which each State having a plan ap-
proved under this section is carrying out such plan. Such evalua-
tion shall be made by the Secretary at least annually for each
State, and the results of such evaluation and the inspection reports
on which it is based shall be promptly submitted to the appropriate
committees of the Congress. Whenever the Secretary finds, after af-
fording due notice and opportunity for a hearing, that in the ad-
ministration of the State plan there is a failure to comply substan-
tially with any provision of the State plan or that the State plan
has become inadequate, he shall notify the State agency or agen-
cies of his withdrawal of approval of such plan. Upon receipt of
such notice by such State agency or agencies such plan shall cease
to be in effect, but the State may retain jurisdiction in any case
commenced before the withdrawal of the plan in order to enforce
manufactured home standards under the plan whenever the issues
involved do not relate to the reasons for the withdrawal of the
plan.

GRANTS TO STATES

SEC. 624. [42 U.S.C. 5423] (a) The Secretary is authorized to
make grants to the States which have designated a State agency
under section 623 to assist them—

(1) in identifying their needs and responsibilities in the
area of manufactured home construction and safety standards;
or

(2) in developing State plans under section 623.

(b) The Governor of each State shall designate the appropriate
State agency for receipt of any grant made by the Secretary under
this section.

(c) Any State agency designated by the Governor of a State de-
siring a grant under this section shall submit an application there-
for to the Secretary. The Secretary shall review and either accept
or reject such application.

(d) The Federal share for each State grant under subsection (a)
of this section may not exceed 90 per centum of the total cost to
the State in identifying its needs and developing its plan. In the
event the Federal share for all States under such subsection is not
the same, the differences among the States shall be established on
the basis of objective criteria.

RULES AND REGULATIONS

SEC. 625. [42 U.S.C. 5424] The Secretary is authorized to
issue, amend, and revoke such rules and regulations as he deems
necessary to carry out this title.



Sec. 626 MANUFACTURED HOME STANDARDS 1420

ANNUAL REPORT TO CONGRESS

SEC. 626. [42 U.S.C. 5425] (a) The Secretary shall prepare and
submit to the President for transmittal to the Congress on July 1
of every other year beginning with calendar year 1978 a com-
prehensive report on the administration of this title for the two
preceding calendar years. Such report shall include but not be re-
stricted to (1) a thorough statistical compilation of the accidents,
injuries, deaths, and property losses occurring in or involving man-
ufactured homes in such years; (2) a list of Federal manufactured
home construction and safety standards prescribed or in effect in
such years; (3) the level of compliance with all applicable Federal
manufactured home standards; (4) a summary of all current re-
search grants and contracts together with a descritpion of the prob-
lems to be studied in such research; (5) an analysis and evaluation,
including relevant policy recommendations, of research activities
completed and technological progress achieved during such years;
(6) a statement of enforcement actions including judicial decisions,
settlements, defect notifications, and pending litigation commenced
during such years; and (7) the extent to which technical informa-
tion was disseminated to the scientific community and consumer-
oriented information was made available to manufactured home
owners and prospective buyers.

(b) The report required by subsection (a) of this section shall
contain such recommendations for additional or revised legislation
as the Secretary deems necessary to promote the improvement of
manufactured home construction and safety and to strengthen the
national manufactured home program.

(c) In order to assure a continuing and effective national manu-
factured home construction and safety program, it is the policy of
Congress to encourage the adoption of State inspection of used
manufactured homes. Therefore, to that end the Secretary shall
conduct a thorough study and investgation to determine the ade-
quacy of manufactured home construction and safety standards
and manufactured home inspection requirements and procedures
applicable to used manufactured homes in each State, and the ef-
fect of programs authorized by this title upon such standards, re-
quirements, and procedures for used manufactured homes, and re-
port to Congress as soon as practicable, but not later than one year
after the date of enactment of this Act, the results of such study,
and recommendations for such additional legislation as he deems
necessary to carry out the purposes of this title. Such report shall
also include recommendations by the Secretary relating to the
problems of disposal of used manufactured homes.

AUTHORIZATION OF APPROPRIATIONS

SEC. 627. [42 U.S.C. 5426] There are authorized to be appro-
priated such sums as may be necessary to carry out the provisions
of this title.
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EFFECTIVE DATE

SEc. 628. [42 U.S.C. 5401 note] The provisions of this title
shall take effect upon the expiration of 180 days following the date
of enactment of this title.!

1The date of enactment was August 22, 1974.



LEAD-BASED PAINT POISONING PREVENTION ACT
[Public Law 91-695; 84 Stat. 2078; 42 U.S.C. 4801 et seq.]

Be it enacted by the Senate and House of Representatives of the Unitd States of
America in Congress assembled,
That this Act may be cited as the “Lead-Based Paint Poisoning
Prevention Act”. [42 U.S.C. 4801 notel

[TITLE I—GRANTS FOR THE DETECTION AND TREATMENT
OF LEAD-BASED PAINT POISONINGI

[Repealed.]

[TITLE II—GRANTS FOR THE ELIMINATION OF LEAD-BASED
PAINT POISONINGI

[Repealed.]

TITLE III—FEDERAL DEMONSTRATION AND RESEARCH
PROGRAM

FEDERAL DEMONSTRATION AND RESEARCH PROGRAM

SEc. 301. [42 U.S.C. 4821] (a) The Secretary of Housing and
Urban Development, in consultation with the Secretary of Health,
Education, and Welfare, shall develop and carry out a demonstra-
tion and research program to determine the nature and extent of
the problem of lead-based paint poisoning in the United States,
particularly in urban areas, including the methods by which the
lead-based paint hazard can most effectively be removed from inte-
rior surfaces, porches, and exterior surfaces of residential housing
to which children may be exposed.

(b) The Chairman of the Consumer Product Safety Commission
shall conduct appropriate research on multiple layers of dried paint
film, containing the various lead compounds commonly used, in
order to ascertain the safe level of lead in residential paint prod-
ucts. No later than December 31, 1974, the Chairman shall submit
to Congress a full and complete report of his findings and rec-
ommendations as developed pursuant to such programs, together
with a statement of any legislation which should be enacted or any
changes in existing law which should be made in order to carry out
such recommendations.

REQUIREMENTS FOR HOUSING RECEIVING FEDERAL ASSISTANCE

SEC. 302. [42 U.S.C. 4822] (a) GENERAL REQUIREMENTS.—

(1) ELIMINATION OF HAZARDS.—The Secretary of Housing
and Urban Development (hereafter in this section referred to
as the “Secretary”) shall establish procedures to eliminate as
far as practicable the hazards of lead-based paint poisoning
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with respect to any existing housing which may present such
hazards and which is covered by an application for mortgage
insurance or housing assistance payments under a program ad-
ministered by the Secretary or otherwise receives more than
$5,000 in project-based assistance under a Federal housing
program. Beginning on January 1, 1995, such procedures shall
apply to all such housing that constitutes target housing, as
defined in section 1004 of the Residential Lead-Based Paint
Hazard Reduction Act of 1992, and shall provide for appro-
priate measures to conduct risk assessments, inspections, in-
terim controls, and abatement of lead-based paint hazards. At
a minimum, such procedures shall require—

(A) the provision of lead hazard information pam-
phlets, developed pursuant to section 406 of the Toxic Sub-
stances Control Act, to purchasers and tenants;

(B) periodic risk assessments and interim controls in
accordance with a schedule determined by the Secretary,
the initial risk assessment of each unit constructed prior
to 1960 to be conducted not later than January 1, 1996,
and, for units constructed between 1960 and 1978—

(1) not less than 25 percent shall be performed by

January 1, 1998;

(i) not less than 50 percent shall be performed by

January 1, 2000; and

(iii) the remainder shall be performed by January

1, 2002;

(C) inspection for the presence of lead-based paint
prior to federally-funded renovation or rehabilitation that
is likely to disturb painted surfaces;

(D) reduction of lead-based paint hazards in the course
of rehabilitation projects receiving less than $25,000 per
unit in Federal funds;

(E) abatement of lead-based paint hazards in the
course of substantial rehabilitation projects receiving more
than $25,000 per unit in Federal funds;

(F) where risk assessment, inspection, or reduction ac-
tivities have been undertaken, the provision of notice to oc-
cupants describing the nature and scope of such activities
and the actual risk assessment or inspection reports (in-
cluding available information on the location of any re-
maining lead-based paint on a surface-by-surface basis);
and

(G) such other measures as the Secretary deems ap-
propriate.

(2) ADDITIONAL MEASURES.—The Secretary may establish
such other procedures as may be appropriate to carry out the
purposes of this section.

(3) DISPOSITION OF FEDERALLY OWNED HOUSING.—

(A) PRE-1960 TARGET HOUSING.—Beginning on January
1, 1995, procedures established under paragraphs (1) and
(2) shall require the inspection and abatement of lead-
based paint hazards in all federally owned target housing
constructed prior to 1960.
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(B) TARGET HOUSING CONSTRUCTED BETWEEN 1960 AND
1978.—Beginning on January 1, 1995, procedures estab-
lished under paragraphs (1) and (2) shall require an in-
spection for lead-based paint and lead-based paint hazards
in all federally owned target housing constructed between
1960 and 1978. The results of such inspections shall be
made available to prospective purchasers, identifying the
presence of lead-based paint and lead-based paint hazards
on a surface-by-surface basis. The Secretary shall have the
discretion to waive the requirement of this subparagraph
for housing in which a federally funded risk assessment,
performed by a certified contractor, has determined no
lead-based paint hazards are present.

(C) BUDGET AUTHORITY.—To the extent that subpara-
graphs (A) and (B) increase the cost to the Government of
outstanding direct loan obligations or loan guarantee com-
mitments, such activities shall be treated as modifications
under section 504(e) of the Federal Credit Reform Act of
1990 and shall be subject to the availability of appropria-
tions. To the extent that paragraphs (A) and (B) impose
additional costs to the Resolution Trust Corporation and
the Federal Deposit Insurance Corporation, its require-
ments shall be carried out only if appropriations are pro-
vided in advance in an appropriations Act. In the absence
of appropriations sufficient to cover the costs of subpara-
graphs (A) and (B), these requirements shall not apply to
the affected agency or agencies.

(D) DEFINITIONS.—For the purposes of this subsection,
the terms “inspection”, “abatement”, “lead-based paint haz-
ard”, “federally owned housing”, “target housing”, “risk as-
sessment”, and “certified contractor” have the same mean-
ing given such terms in section 1004 of the Residential
Lead-Based Paint Hazard Reduction Act of 1992.

(4) DEFINITIONS.—For purposes of this subsection, the
terms “risk assessment”, “inspection”, “interim control”, “abate-
ment”, “reduction”, and “lead-based paint hazard” have the
same meaning given such terms in section 1004 of the Residen-
tial Lead-Based Paint Hazard Reduction Act of 1992.

(b) MEASUREMENT CRITERIA.—The procedures established by
the Secretary under this section for the risk assessment, interim
control, inspection, and abatement of lead-based paint hazards in
housing covered by this section shall be based upon guidelines de-
veloped pursuant to section 1017 of the Residential Lead-Based
Paint Hazard Reduction Act of 1992.

(c) INSPECTION REQUIREMENTS.—The Secretary shall require
the inspection of all intact and nonintact interior and exterior
painted surfaces of housing subject to this section for lead-based
paint using an approved x-ray fluorescence analyzer, atomic ab-
sorption spectroscopy, or comparable approved sampling or testing
technique. A certified inspector or laboratory shall certify in writ-
ing the precise results of the inspection. If the results equal or ex-
ceed a level of 1.0 milligrams per centimeter squared or 0.5 percent
by weight, the results shall be provided to any potential purchaser
or tenant of the housing. The Secretary shall periodically review
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and reduce the level below 1.0 milligram per centimeter squared or
0.5 percent by weight to the extent that reliable technology makes
feasible the detection of a lower level and medical evidence sup-
ports the imposition of a lower level. The requirements of this sub-
section shall apply as provided in subsection (d).

(d) ABATEMENT REQUIRED.1—

(1) TRANSITIONAL TESTING AND ABATEMENT IN PUBLIC
HOUSING RECEIVING MODERNIZATION ASSISTANCE.—In the case
of public housing assisted with capital assistance provided
under section 92 of the United States Housing Act of 1937, the
Secretary shall require the inspection described in subsection
(¢) for—

(A) a random sample of dwellings and common areas
in all public housing projects assisted under such section;
and

(B) each dwelling in any public housing project in
which there is a dwelling determined under subparagraph
(A) to have lead-based paint hazards, except that the Sec-
retary shall not require the inspection of each dwelling if
the Secretary requires the abatement of the lead-based
paint hazards for the surfaces of each dwelling in the pub-
lic housing project that correspond to the surfaces in the
sample determined to have such hazards under subpara-
graph (A).

The Secretary shall require the inspection of all housing sub-
ject to this paragraph in accordance with the modernization
schedule. A public housing agency may elect to test for lead-
based paint using atomic absorption spectroscopy and may
elect to abate lead-based paint and dust containing lead under
standards more stringent than that in subsection (c), including
the abatement of lead-based paint and dust which exceeds the
standard of lead permitted in paints by the Consumer Product
Safety Commission under this Act, and such abatement shall
qualify for capital assistance provided under section 91 of the
United States Housing Act of 1937. The Secretary shall require
abatement of lead-based paint and lead-based paint hazards in
housing in which the test results equal or exceed the standard
established by or under subsection (c). Final inspection and
certification after abatement shall be made by a qualified in-
spector, industrial hygienist, or local public health official.

(2) ABATEMENT DEMONSTRATION PROGRAM.—

1The Departments of Veterans Affairs and Housing and Urban Development, and Independ-
ent Agencies Appropriations Act, 1990, Pub. L. 101-144, 103 Stat. 853, provides as follows:

“If the Secretary of the Department of Housing and Urban Development has not issued the
lead-based paint technical guidelines on reliable testing protocols, safe and effective abatement
techniques, cleanup methods and acceptable post-abatement lead dust levels by April 1, 1990,
the Department’s September 29, 1989, draft guidelines shall take effect and remain in force
until revised by the Secretary.”

2This section was amended by section 522(b)(4) of the Quality Housing and Work Responsibil-
ity Act of 1998, title V of Public Law 105-276, approved October 21, 1998, by striking references
to section 14 of the United States Housing Act of 1937 and inserting references to assistance
from the Capital Fund under section 9 of such Act. Pursuant to section 503 of such Act (set
forth in the footnote on page 114 of this compilation), the amendments were made on the date
of enactment, but apply beginning upon October 1, 1999. Section 503 also provides that the pro-
visions of this section, as in effect immediately before the enactment of the 1998 Act, continue
to apply until such applicability date (unless the Secretary provides by notice for earlier imple-
mentation of the amendments).
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(A) ABATEMENT DEMONSTRATION PROGRAM.—In carry-
ing out the requirements of this subsection with respect to
single-family and multifamily properties owned by the De-
partment of Housing and Urban Development and public
housing, the Secretary shall utilize a sufficient variety of
abatement methods in a sufficient number of areas and
circumstances to demonstrate their relative cost-effective-
ness and their applicability to various types of housing.
For purposes of the demonstration, a public housing agen-
cy may elect to test for lead-based paint using atomic ab-
sorption spectroscopy and may elect to abate lead-based
paint and dust containing lead under standards more
stringent than that in subsection (c), including the abate-
ment of lead-based paint and dust which exceeds the
standard of lead permitted in paints by the Consumer
Product Safety Commission under this Act, and such
abatement shall qualify for assistance under section 14 of
the United States Housing Act of 1937.

(B) REPORT.—Not later than 18 months after the effec-
tive date of the regulations issued to carry out this sub-
section, the Secretary shall transmit to the Congress the
findings and recommendations of the Secretary as a result
of the demonstration program, including any recommenda-
tions of the Secretary for legislation to revise the require-
ments of this subsection. Based on the demonstration, the
Secretary shall prepare and include in the report a com-
prehensive and workable plan for the cost-effective inspec-
tion and abatement of public housing in accordance with
paragraph (3), including an estimate of the total cost of
abatement in accordance with paragraph (3)(B). In prepar-
ing such report, the Secretary shall examine—

(i) the most reliable technology available for de-
tecting lead-based paint, including X-ray fluorescence
and atomic absorption spectroscopy;

(ii) the most efficient and cost-effective methods
for abatement, including removal, containment, or en-
capsulation of the contaminated components, proce-
dures which minimize the generation of dust (includ-
ing the high efficiency vacuum removal of leaded
dust), and procedures that provide for offsite disposal
of the removed components, in compliance with all ap-
plicable regulatory standards and procedures;

(iii) safety considerations in testing, abatement,
and worker protection;

(iv) the overall accuracy and reliability of labora-
tory testing of physical samples, x-ray fluorescence
machines, and other available testing procedures;

(v) availability of qualified samplers and testers;

(vi) an estimate of the amount, characteristics,
and regional distribution of housing in the United
States that contains lead-based paint hazards at dif-
fering levels of contamination; and

(vii) the merits of an interim containment protocol
for public housing dwellings that are determined to
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have lead-based paint hazards but for which com-

prehensive improvement assistance under section 14

of the United States Housing Act of 1937 is not avail-

able.

(3) TESTING AND ABATEMENT OF OTHER PUBLIC HOUSING.—

(A) REQUIRED INSPECTION.—The Secretary shall re-
quire the inspection described in subsection (c) for—

(i) a random sample of dwellings and common
areas in all public housing that is not subject to para-
graph (1); and

(i1) each dwelling in any public housing project in
which there is a dwelling determined under clause (i)
to have lead-based paint hazards, except that the Sec-
retary shall not require the inspection of each dwelling
if the Secretary requires the abatement of the lead-
based paint hazards for the surfaces of each dwelling
in the public housing project that correspond to the
surfaces in the sample determined to have such haz-
ards under clause (i).

(B) SCHEDULE.—The Secretary shall require the in-
spection of all housing subject to this paragraph prior to
the expiration of 5 years after the report is required to be
transmitted under paragraph (2)(B). The Secretary may
prioritize, within such 5-year period, inspections on the
basis of vacancy, age of housing, or projected moderniza-
tion or rehabilitation. The Secretary shall require abate-
ment and final inspection and certification of such housing
in accordance with the last two sentences of paragaph (1).
(4) REPORT REQUIRED.—Not later than 9 months after com-

pletion of the demonstration required by paragraph (2), the
Secretary shall, based on the demonstration, prepare and
transmit to the Congress, a comprehensive and workable plan,
including any recommendations for changes in legislation, for
the prompt and cost effective inspection and abatement of pri-
vately owned single family and multifamily housing, including
housing assisted under section 8 of the United States Housing
Act of 1937. After the expiration of the 9-month period referred
to in the preceding sentence, the Secretary may not obligate or
expend any funds or otherwise carry out activities related to
any other policy development and research project until the re-
port is transmitted.

(e) EXCEPTIONS.—The provisions of this section shall not apply

to—

(1) housing for the elderly or handicapped, except for any
dwelling in such housing in which any child who is less than
7 years of age resides or is expected to reside;

(2) any project for which an application for insurance is
submitted under section 231, 232, 241, or 242 of the National
Housing Act; or

(3) any 0-bedroom dwelling.

(f) FUNDING.—The Secretary shall carry out the provisions of
this section utilizing available Federal funding sources. The Sec-
retary shall use funds available under the Capital Fund under
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section 91 of the United States Housing Act of 1937 to carry out
this section in public housing. The Secretary shall submit annually
to the Congress an estimate of the funds required to carry out the
provisions of this section with the reports required by paragraphs
(2)(B) and (4).

(g) INTERPRETATION OF SECTION.—This section may not be con-
strued to affect the responsibilities of the Environmental Protection
Agency with respect to the protection of the public health from haz-
ards posed by lead-based paint.

TITLE IV—PROHIBITION AGAINST FUTURE USE OF LEAD-
BASED PAINT

PROHIBITION AGAINST USE OF LEAD-BASED PAINT IN CONSTRUCTION
OF FACILITIES AND THE MANUFACTURE OF CERTAIN TOYS AND
UTENSILS

SEC. 401. [42 U.S.C. 4831] (a) The Secretary of Health, Edu-
cation, and Welfare shall take such steps and impose such condi-
tions as may be necessary or appropriate to prohibit the application
of lead-based paint to any cooking utensil, drinking utensil, or eat-
ing utensil manufactured and distributed after the date of enact-
ment of this Act.2

(b) The Secretary of Housing and Urban Development shall
take steps and impose such conditions as may be necessary or ap-
propriate to prohibit the use of lead-based paint in residential
structures constructed or rehabilitated by the Federal Government,
or with Federal assistance in any form after the date of enactment
of this Act.

(¢) The Consumer Product Safety Commission shall take such
steps and impose such conditions as may be necessary or appro-
priate to prohibit the application of lead-based paint to any toy or
furniture article.

TITLE V—GENERAL
DEFINITIONS

SEC. 501. [42 U.S.C. 4841] As used in this Act—

(1) The term “State” means the several States, the District
of Columbia, the Commonwealth of Puerto Rico, and the terri-
tories and possessions of the United States.

(2) The term “units of general local government” means (A)
any city, county, township, town, borough, parish, village, or
other general purpose political subdivision of a State, (B) any
combination of units of general local government in one or
more States, (C) an Indian tribe, or (D) with respect to lead-

1This section was amended by section 522(b)(4) of the Quality Housing and Work Responsibil-
ity Act of 1998, title V of Public Law 105-276, approved October 21, 1998, by striking references
to section 14 of the United States Housing Act of 1937 and inserting references to assistance
from the Capital Fund under section 9 of such Act. Pursuant to section 503 of such Act (set
forth in the footnote on page 114 of this compilation), the amendments were made on the date
of enactment, but apply beginning upon October 1, 1999. Section 503 also provides that the pro-
visions of this section, as in effect immediately before the enactment of the 1998 Act, continue
to apply until such applicability date (unless the Secretary provides by notice for earlier imple-
mentation of the amendments).

2 January 13, 1971.
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based paint poisoning elimination activities in their urban
areas, the territories and possessions of the United States.

(3)(A) Except as provided in subparagraph (B), the term
“lead-based paint” means any paint containing more than five-
tenths of 1 per centum lead by weight (calculated as lead
metal) in the total nonvolatile content of the paint, or the
equivalent measure of lead in the dried film of paint already
applied, or both.

(B)i) The Consumer Product Safety Commission shall,
during the six-month period beginning on the date of the en-
actment of the National Health Promotion and Disease Preven-
tion Act of 1976, determine, on the basis of available data and
information and after providing opportunity for an oral hearing
and considering recommendations of the Secretary of Health,
Education, and Welfare (including those of the Centers for Dis-
ease Control and Prevention) and of the National Academy of
Sciences, whether or not a leval of lead in paint which is great-
er than six one-hundredth of 1 per centum but not in excess
of five-tenths of 1 per centum is safe. If the Commission deter-
mines, in accordance with the preceding sentence, that another
level of lead is safe, the term “lead-based paint” means, with
respect to paint which is manufactured after the expiration of
the six-month period beginning on the date of the Commis-
sion’s determination, paint containing by weight (calculated as
lead metal) in the total nonvolatile content of the paint more
than the level of lead determined by the Commission to be safe
or the equivalent measure of lead in the dried film of paint al-
ready applied, or both.

(i1) Unless the definition of the term “lead-based paint” has
been established by a determination of the Consumer Product
Safety Commission pursuant to clause (i) of this subparagraph,
the term “lead-based paint” means, with respect to paint which
is manufactured after expiration of the twelve-month period
beginning on such date of enactment, paint containing more
than six one-hundredths of 1 per centum lead by weight (cal-
culated as lead metal) in the total nonvolatile content of the
paint, or the equivalent measure of lead in the dried film of
paint already applied, or both.

CONSULTATION WITH OTHER DEPARTMENTS AND AGENCIES

SEC. 502. [42 U.S.C. 4842] In carrying out their respective au-
thorities under this Act, the Secretary of Housing and Urban De-
velopment and the Secretary of Health, Education, and Welfare
shall each cooperate with and seek the advice of the heads of any
other departments or agencies regarding any programs under their
respective responsibilities which are related to, or would be affected
by, such authority.

APPROPRIATIONS

SEC. 503. [42 U.S.C. 4843] (a) There are authorized to be ap-
propriated to carry out this Act, $10,000,000 for the fiscal year
1976, $12,000,000 for the fiscal year 1977, and $14,000,000 for the
fiscal year 1978.
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(b) Any amounts appropriated under this section shall remain
available until expended when so provided in appropriation Acts;
and any amounts authorized for one fiscal year but not appro-
priated may be appropriated for the succeeding fiscal year.

EFFECT UPON STATE LAW

SEC. 504. [42 U.S.C. 4846] It is hereby expressly declared that
it is the intent of the Congress to supersede any and all laws of
the States and units of local government insofar as they may now
or hereafter provide for a requirement, prohibition, or standard re-
lating to the lead content in paints or other similar surface-coating
materials which differs from the provisions of this Act or regula-
tions issued pursuant to this Act. Any law, regulation, or ordinance
purporting to establish such different requirement, prohibition, or
standard shall be null and void.



RESIDENTIAL LEAD-BASED PAINT HAZARD REDUCTION
ACT OF 1992

EXCERPT FROM HOUSING AND COMMUNITY DEVELOPMENT ACT OF
1992

[Public Law 102-550; 106 Stat. 3897; 42 U.S.C. 4851 et seq.]

TITLE X—RESIDENTIAL LEAD-BASED
PAINT HAZARD REDUCTION ACT OF
1992

SEC. 1001. [42 U.S.C. 4851 note] SHORT TITLE.

This title may be cited as the “Residential Lead-Based Paint
Hazard Reduction Act of 1992”.

SEC. 1002. [42 U.S.C. 4851] FINDINGS.
The Congress finds that—

(1) low-level lead poisoning is widespread among American
children, afflicting as many as 3,000,000 children under age 6,
with minority and low-income communities disproportionately
affected,;

(2) at low levels, lead poisoning in children causes intel-
ligence quotient deficiencies, reading and learning disabilities,
impaired hearing, reduced attention span, hyperactivity, and
behavior problems;

(3) pre-1980 American housing stock contains more than
3,000,000 tons of lead in the form of lead-based paint, with the
vast majority of homes built before 1950 containing substantial
amounts of lead-based paint;

(4) the ingestion of household dust containing lead from
deteriorating or abraded lead-based paint is the most common
cause of lead poisoning in children;

(5) the health and development of children living in as
many as 3,800,000 American homes is endangered by chipping
or peeling lead paint, or excessive amounts of lead-contami-
nated dust in their homes;

(6) the danger posed by lead-based paint hazards can be
reduced by abating lead-based paint or by taking interim
measures to prevent paint deterioration and limit children’s ex-
posure to lead dust and chips;

(7) despite the enactment of laws in the early 1970’s re-
quiring the Federal Government to eliminate as far as prac-
ticable lead-based paint hazards in federally owned, assisted,
and insured housing, the Federal response to this national cri-
sis remains severely limited; and

(8) the Federal Government must take a leadership role in
building the infrastructure—including an informed public,
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State and local delivery systems, certified inspectors, contrac-
tors, and laboratories, trained workers, and available financing
and insurance—necessary to ensure that the national goal of
eliminating lead-based paint hazards in housing can be
achieved as expeditiously as possible.

SEC. 1003. [42 U.S.C. 4851a] PURPOSES.
The purposes of this Act are—

(1) to develop a national strategy to build the infrastruc-
ture necessary to eliminate lead-based paint hazards in all
housing as expeditiously as possible;

(2) to reorient the national approach to the presence of
lead-based paint in housing to implement, on a priority basis,
a broad program to evaluate and reduce lead-based paint haz-
ards in the Nation’s housing stock;

(3) to encourage effective action to prevent childhood lead
poisoning by establishing a workable framework for lead-based
paint hazard evaluation and reduction and by ending the cur-
rent confusion over reasonable standards of care;

(4) to ensure that the existence of lead-based paint hazards
is taken into account in the development of Government hous-
ing policies and in the sale, rental, and renovation of homes
and apartments;

(5) to mobilize national resources expeditiously, through a
partnership among all levels of government and the private
sector, to develop the most promising, cost-effective methods
for evaluating and reducing lead-based paint hazards;

(6) to reduce the threat of childhood lead poisoning in
housing owned, assisted, or transferred by the Federal Govern-
ment; and

(7) to educate the public concerning the hazards and
sources of lead-based paint poisoning and steps to reduce and
eliminate such hazards.

SEC. 1004. [42 U.S.C. 4851b] DEFINITIONS.
For the purposes of this Act, the following definitions shall
apply:

(1) ABATEMENT.—The term “abatement” means any set of
measures designed to permanently eliminate lead-based paint
hazards in accordance with standards established by appro-
priate Federal agencies. Such term includes—

(A) the removal of lead-based paint and lead-contami-
nated dust, the permanent containment or encapsulation
of lead-based paint, the replacement of lead-painted sur-
faces or fixtures, and the removal or covering of lead con-
taminated soil; and

(B) all preparation, cleanup, disposal, and
postabatement clearance testing activities associated with
such measures.

(2) ACCESSIBLE SURFACE.—The term “accessible surface”
means an interior or exterior surface painted with lead-based
paint that is accessible for a young child to mouth or chew.

(3) CERTIFIED CONTRACTOR.—The term “certified contrac-
tor” means—



1433 RES. LEAD-BASED PAINT HAZARD RED. ACT OF 1992 Sec. 1004

(A) a contractor, inspector, or supervisor who has com-
pleted a training program certified by the appropriate Fed-
eral agency and has met any other requirements for cer-
tification or licensure established by such agency or who
has been certified by any State through a program which
has been found by such Federal agency to be at least as
rigorous as the Federal certification program; and

(B) workers or designers who have fully met training
requirements established by the appropriate Federal agen-
cy.

(4) CONTRACT FOR THE PURCHASE AND SALE OF RESIDEN-
TIAL REAL PROPERTY.—The term “contract for the purchase and
sale of residential real property” means any contract or agree-
ment in which one party agrees to purchase an interest in real
property on which there is situated 1 or more residential dwell-
ings used or occupied, or intended to be used or occupied, in
whole or in part, as the home or residence of 1 or more per-
sons.

(5) DETERIORATED PAINT.—The term “deteriorated paint”
means any interior or exterior paint that is peeling, chipping,
chalking or cracking or any paint located on an interior or exterior
surface or fixture that is damaged or deteriorated.

(6) EVALUATION.—The term “evaluation” means risk as-
sessment, inspection, or risk assessment and inspection.

(7) FEDERALLY ASSISTED HOUSING.—The term “federally as-
sisted housing” means residential dwellings receiving project-
based assistance under programs including—

A (A) section 221(d)(3) or 236 of the National Housing

ct;

(B) section 11 of the Housing and Urban Development
Act of 1965;

(C) section 8 of the United States Housing Act of 1937,
or

(D) sections 502(a), 504, 514, 515, 516 and 533 of the
Housing Act of 1949.

(8) FEDERALLY OWNED HOUSING.—The term “federally
owned housing” means residential dwellings owned or man-
aged by a Federal agency, or for which a Federal agency is a
trustee or conservator. For the purpose of this paragraph, the
term “Federal agency” includes the Department of Housing
and Urban Development, the Farmers Home Administration,
the Resolution Trust Corporation, the Federal Deposit Insur-
ance Corporation, the General Services Administration, the De-
partment of Defense, the Department of Veterans Affairs, the
Department of the Interior, the Department of Transportation,
and any other Federal agency.

(9) FEDERALLY SUPPORTED WORK.—The term “federally
supported work” means any lead hazard evaluation or reduc-
tion activities conducted in federally owned or assisted housing
or funded in whole or in part through any financial assistance
program of the Department of Housing and Urban Develop-

1S0 in law. Probably intended to refer to section 101.
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ment, the Farmers Home Administration, or the Department of
Veterans Affairs.

(10) FRICTION SURFACE.—The term “friction surface”
means an interior or exterior surface that is subject to abrasion
or friction, including certain window, floor, and stair surfaces.

(11) IMPACT SURFACE.—The term “impact surface” means
an interior or exterior surface that is subject to damage by re-
peated impacts, for example, certain parts of door frames.

(12) INSPECTION.—The term “inspection” means a surface-
by-surface investigation to determine the presence of lead-
based paint as provided in section 302(c) of the Lead-Based
Paint Poisoning Prevention Act and the provision of a report
explaining the results of the investigation.

(13) INTERIM CONTROLS.—The term “interim controls”
means a set of measures designed to reduce temporarily
human exposure or likely exposure to lead-based paint haz-
ards, including specialized cleaning, repairs, maintenance,
painting, temporary containment, ongoing monitoring of lead-
based paint hazards or potential hazards, and the establish-
ment and operation of management and resident education
programs.

(14) LEAD-BASED PAINT.—The term “lead-based paint”
means paint or other surface coatings that contain lead in ex-
cess of limits established under section 302(c) of the Lead-
Based Paint Poisoning Prevention Act.

(15) LEAD-BASED PAINT HAZARD.—The term “lead-based
paint hazard” means any condition that causes exposure to
lead from lead-contaminated dust, lead-contaminated soil, lead-
contaminated paint that is deteriorated or present in accessible
surfaces, friction surfaces, or impact surfaces that would result
in adverse human health effects as established by the appro-
priate Federal agency.

(16) LEAD-CONTAMINATED DUST.—The term “lead-contami-
nated dust” means surface dust in residential dwellings that
contains an area or mass concentration of lead in excess of lev-
els determined by the appropriate Federal agency to pose a
threat of adverse health effects in pregnant women or young
children.

(17) LEAD-CONTAMINATED SOIL.—The term “lead-contami-
nated soil” means bare soil on residential real property that
contains lead at or in excess of the levels determined to be haz-
ardous to human health by the appropriate Federal agency.

(18) MORTGAGE LOAN.—The term “mortgage loan” includes
any loan (other than temporary financing such as a construc-
tion loan) that—

(A) is secured by a first lien on any interest in residen-
tial real property; and
(B) either—

(i) is insured, guaranteed, made, or assisted by
the Department of Housing and Urban Development,
the Department of Veterans Affairs, or the Farmers
Home Administration, or by any other agency of the
Federal Government; or
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(i1) is intended to be sold by each originating mort-
gage institution to any federally chartered secondary
mortgage market institution.

(19) ORIGINATING MORTGAGE INSTITUTION.—The term “orig-
inating mortgage institution” means a lender that provides
mortgage loans.

(20) PRIORITY HOUSING.—The term “priority housing”
means target housing that qualifies as affordable housing
under section 215 of the Cranston-Gonzalez National Afford-
able Housing Act (42 U.S.C. 12745), including housing that re-
ceives assistance under subsection (b) or (o) of section 8 of the
United States Housing Act of 1937 (42 U.S.C. 1437f(b) or (0)).

(21) PuBLIC HOUSING.—The term “public housing” has the
same meaning given the term in section 3(b) of the United
States Housing Act of 1937 (42 U.S.C. 1437a(b)(1)).

(22) REDUCTION.—The term “reduction” means measures
designed to reduce or eliminate human exposure to lead-based
paint hazards through methods including interim controls and
abatement.

(23) RESIDENTIAL DWELLING.—The term “residential dwell-
ing” means—

(A) a single-family dwelling, including attached struc-
tures such as porches and stoops; or

(B) a single-family dwelling unit in a structure that
contains more than 1 separate residential dwelling unit,
and in which each such unit is used or occupied, or in-
tended to be used or occupied, in whole or in part, as the
home or residence of 1 or more persons.

(24) RESIDENTIAL REAL PROPERTY.—The term “residential
real property” means real property on which there is situated
1 or more residential dwellings used or occupied, or intended
to be used or occupied, in whole or in part, as the home or resi-
dence of 1 or more persons.

(25) RISK ASSESSMENT.—The term “risk assessment”
means an on-site investigation to determine and report the ex-
istence, nature, severity and location of lead-based paint haz-
ards in residential dwellings, including—

(A) information gathering regarding the age and his-
tory of the housing and occupancy by children under age

6;

(B) visual inspection;

(C) limited wipe sampling or other environmental
sampling techniques;

(D) other activity as may be appropriate; and

(E) provision of a report explaining the results of the
investigation.

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

(27) TARGET HOUSING.—The term “target housing” means
any housing constructed prior to 1978, except housing for the
elderly or persons with disabilities (unless any child who is
less than 6 years of age resides or is expected to reside in such
housing for the elderly or persons with disabilities) or any O-
bedroom dwelling. In the case of jurisdictions which banned
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the sale or use of lead-based paint prior to 1978, the Secretary,
at the Secretary’s discretion, may designate an earlier date.

Subtitle A—Lead-Based Paint Hazard
Reduction

SEC. 1011. [42 U.S.C. 4852] GRANTS FOR LEAD-BASED PAINT HAZARD
REDUCTION IN TARGET HOUSING.

(a) GENERAL AUTHORITY.—The Secretary is authorized to pro-
vide grants to eligible applicants to evaluate and reduce lead-based
paint hazards in housing that is not federally assisted housing, fed-
erally owned housing, or public housing, in accordance with the
provisions of this section. Grants shall only be made under this sec-
tion to provide assistance for housing which meets the following
criteria—

(1) for grants made to assist rental housing, at least 50
percent of the units must be occupied by or made available to
families with incomes at or below 50 percent of the area me-
dian income level and the remaining units shall be occupied or
made available to families with incomes at or below 80 percent
of the area median income level, and in all cases the landlord
shall give priority in renting units assisted under this section,
for not less than 3 years following the completion of lead abate-
ment activities, to families with a child under the age of six
years, except that buildings with five or more units may have
20 percent of the units occupied by families with incomes above
80 percent of area median income level,

(2) for grants made to assist housing owned by owner-occu-
pants, all units assisted with grants under this section shall be
the principal residence of families with income at or below 80
percent of the area median income level, and not less than 90
percent of the units assisted with grants under this section
shall be occupied by a child under the age of six years or shall
be units where a child under the age of six years spends a sig-
nificant amount of time visiting; and

(3) notwithstanding paragraphs (1) and (2), Round II
grantees who receive assistance under this section may use
such assistance for priority housing.

(b) ELIGIBLE APPLICANTS.—A State or unit of local government
that has an approved comprehensive housing affordability strategy
under section 105 of the Cranston-Gonzalez National Affordable
Housing Act (42 U.S.C. 12705) is eligible to apply for a grant under
this section.

(c) FOorM OF APPLICATIONS.—To receive a grant under this sec-
tion, a State or unit of local government shall submit an applica-
tion in such form and in such manner as the Secretary shall pre-
scribe. An application shall contain—

(1) a copy of that portion of an applicant’s comprehensive
housing affordability strategy required by section 105(b)(16) of
the Cranston-Gonzalez National Affordable Housing Act (42
U.S.C. 12701 et seq.);

(2) a description of the amount of assistance the applicant
seeks under this section;
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(3) a description of the planned activities to be undertaken
with grants under this section, including an estimate of the
amount to be allocated to each activity;

(4) a description of the forms of financial assistance to
owners and occupants of housing that will be provided through
grants under this section; and

(5) such assurances as the Secretary may require regard-
ing the applicant’s capacity to carry out the activities.

(d) SELECTION CRITERIA.—The Secretary shall award grants
under this section on the basis of the merit of the activities pro-
posed to be carried out and on the basis of selection criteria, which
shall include—

(1) the extent to which the proposed activities will reduce
the risk of lead-based paint poisoning to children under the age
of 6 who reside in housing;

(2) the degree of severity and extent of lead-based paint
hazards in the jurisdiction to be served;

(3) the ability of the applicant to leverage State, local, and
private funds to supplement the grant under this section;

(4) the ability of the applicant to carry out the proposed ac-
tivities; and

(5) such other factors as the Secretary determines appro-
priate to ensure that grants made available under this section
are used effectively and to promote the purposes of this Act.

(e) ELIGIBLE ACTIVITIES.—A grant under this section may be
used to—

(1) perform risk assessments and inspections in housing;

(2) provide for the interim control of lead-based paint haz-
ards in housing;

(3) provide for the abatement of lead-based paint hazards
in housing;

(4) provide for the additional cost of reducing lead-based
paint hazards in units undergoing renovation funded by other
sources;

(5) ensure that risk assessments, inspections, and abate-
ments are carried out by certified contractors in accordance
with section 402 of the Toxic Substances Control Act, as added
by section 1021 of this Act;

(6) monitor the blood-lead levels of workers involved in
lead hazard reduction activities funded under this section;

(7) assist in the temporary relocation of families forced to
vacate housing while lead hazard reduction measures are being
conducted,;

(8) educate the public on the nature and causes of lead poi-
soning and measures to reduce exposure to lead, including ex-
posure due to residential lead-based paint hazards;

(9) test soil, interior surface dust, and the blood-lead levels
of children under the age of 6 residing in housing after lead-
based paint hazard reduction activity has been conducted, to
assure that such activity does not cause excessive exposures to
lead; and

(10) carry out such other activities that the Secretary de-
termines appropriate to promote the purposes of this Act.
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(f) FORMS OF ASSISTANCE.—The applicant may provide the
services described in this section through a variety of programs, in-
cluding grants, loans, equity investments, revolving loan funds,
loan funds, loan guarantees, interest write-downs, and other forms
of assistance approved by the Secretary.

(g) TECHNICAL ASSISTANCE AND CAPACITY BUILDING.—

(1) IN GENERAL.—The Secretary shall develop the capacity
of eligible applicants to carry out the requirements of section
105(b)(16) of the Cranston-Gonzalez National Affordable Hous-
ing Act and to carry out activities under this section. In fiscal
years 1993 and 1994, the Secretary may make grants of up to
$200,000 for the purpose of establishing State training, certifi-
cation or accreditation programs that meet the requirements of
section 402 of the Toxic Substances Control Act, as added by
section 1021 of this Act.

(2) SET-ASIDE.—Of the total amount approved in appro-
priation Acts under subsection (o), there shall be set aside to
carry out this subsection $3,000,000 for fiscal year 1993 and
$3,000,000 for fiscal year 1994.

(h) MATCHING REQUIREMENT.—Each recipient of a grant under
this section shall make contributions toward the cost of activities
that receive assistance under this section in an amount not less
than 10 percent of the total grant amount under this section.

(i) PROHIBITION OF SUBSTITUTION OF FUNDS.—Grants under
this subtitle may not be used to replace other amounts made avail-
able or designated by State or local governments for use for the
purposes under this subtitle.

(j) LiMITATION ON USE.—An applicant shall ensure that not
more than 10 percent of the grant will be used for administrative
expenses associated with the activities funded.

(k) FINANCIAL RECORDS.—An applicant shall maintain and
provide the Secretary with financial records sufficient, in the
determination of the Secretary, to ensure proper accounting and
disbursing of amounts received from a grant under this section.

(1) REPORT.—An applicant under this section shall submit to
the Secretary, for any fiscal year in which the applicant expends
grant funds under this section, a report that—

(1) describes the use of the amounts received,;

(2) states the number of risk assessments and the number
of inspections conducted in residential dwellings;

(3) states the number of residential dwellings in which
lead-based paint hazards have been reduced through interim
controls;

(4) states the number of residential dwellings in which
lead-based paint hazards have been abated; and

(5) provides any other information that the Secretary de-
termines to be appropriate.

(m) NOTICE OF FUNDING AVAILABILITY.—The Secretary shall
publish a Notice of Funding Availability pursuant to this section
not later than 120 days after funds are appropriated for this sec-
tion.

(n) RELATIONSHIP TO OTHER LAwW.—Effective 2 years after the
date of promulgation of regulations under section 402 of the Toxic
Substances Control Act, no grants for lead-based paint hazard eval-
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uation or reduction may be awarded to a State under this section
unless such State has an authorized program under section 404 of
the Toxic Substances Control Act.

(0) ENVIRONMENTAL REVIEW.—

(1) IN GENERAL.—For purposes of environmental review,
decisionmaking, and action pursuant to the National Environ-
mental Policy Act of 1969 and other provisions of law that fur-
ther the purposes of such Act, a grant under this section shall
be treated as assistance under the HOME Investment Partner-
ship Actl, established under title II of the Cranston-Gonzalez
National Affordable Housing Act, and shall be subject to the
regulations promulgated by the Secretary to implement section
288 of such Act.

(2) ApPLICABILITY.—This subsection shall apply to—

(A) grants awarded under this section; and

(B) grants awarded to States and units of general local
government for the abatement of significant lead-based
paint and lead dust hazards in low- and moderate-income
owner-occupied units and low-income privately owned
rental units pursuant to title II of the Departments of Vet-
erans Affairs and Housing and Urban Development, and

Independent Agencies Appropriations Act, 1992 (Public

Law 102-139, 105 Stat. 736).

(p) AUTHORIZATION OF APPROPRIATIONS.—For the purposes of
carrying out this Act, there are authorized to be appropriated
$125,000,000 for fiscal year 1993 and $250,000,000 for fiscal year
1994.

SEC. 1012. EVALUATION AND REDUCTION OF LEAD-BASED PAINT
HAZARDS IN FEDERALLY ASSISTED HOUSING.

(a) GENERAL REQUIREMENTS.—Section 302 of the Lead-Based

Paint Poisoning Prevention Act (42 U.S.C. 4822) is amended—

%k * ES ES %k * ES
(b) MEASUREMENT CRITERIA.—Section 302(b) of the Lead-Based
Paint Poisoning Prevention Act (42 U.S.C. 4822(b)) is
amended * * *,
(¢) INSPECTION.—Section 302(c) of the Lead-Based Paint Poi-
soning Prevention Act (42 U.S.C. 4822(c)) is amended—

* * * * * * *
(d) PuBLiIC HOUSING.—Section 302(d)(1) of the Lead-Based
Paint Poisoning Prevention Act (42 U.S.C. 4822(d)(1)) is amended—
ES * ES ES ES * ES

(e) HOME INVESTMENT PARTNERSHIPS.—Section 212(a) of the
Cranston-Gonzalez National Affordable Housing Act (42 U.S.C.
12742(a)) is amended by adding at the end the following new para-
graph:

1Probably intended to refer to the HOME Investment Partnerships Act.
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(f) CoMMUNITY DEVELOPMENT BLOCK GRANTS.—Section 105(a)
of the Housing and Community Development Act of 1974 (42
U.S.C. 5305(a)) is amended—

* * & & * * *

(g) SECTION 8 RENTAL ASSISTANCE.—Section 8(c)(2)(B) of the
United States Housing Act of 1937 (42 U.S.C. 1437f(c)(2)(B)) is
amended * * *,

(h) HOPE ror PuBLIC AND INDIAN HOUSING HOMEOWNER-
SHIP.—The United States Housing Act of 1937 (42 U.S.C. 1437 et
seq.) is amended—

ES * ES ES ES * ES
(i) HOPE rOrR HOMEOWNERSHIP OF MULTIFAMILY UNITS.—The

Cranston-Gonzalez National Affordable Housing Act (42 U.S.C.
12701 et seq.) is amended—

* * * * * * *
(j) HOPE FOR HOMEOWNERSHIP OF SINGLE FAMILY HOMES.—

The Cranston-Gonzalez National Affordable Housing Act (42 U.S.C.
12701 et seq.) is amended—

* * * * * * *

(k) FHA INSURANCE FOR SINGLE FAMILY HOMES.—

(1) HOME IMPROVEMENT LOANS.—Section 2(a) of the Na-
tional Housing Act (12 U.S.C. 1703(a)) is amended in the fifth
paragraph—

%k * ES * %k * ES

(2) REHABILITATION LOANS.—Section 203(k)(2)(B) of the
National Housing Act (12 U.S.C. 1709k)(2)(B)) is
amended * * *,

(1) FHA INSURANCE FOR MULTIFAMILY HOUSING.—Section
221(d)(4)(iv) of the National Housing Act (12 U.S.C. 17151(d)(4)(iv))
is amended * * *,

(m) RURAL HOUSING.—Section 501(a) of the Housing Act of
1949 (42 U.S.C. 1471) is amended by adding at the end the follow-
ing:

* * * * * * *

SEC. 1013. DISPOSITION OF FEDERALLY OWNED HOUSING.

Section 302(a) of the Lead-Based Paint Poisoning Prevention
Act (42 U.S.C. 4822(a)) (as amended by section 1012(a)) is amended
by striking the fourth sentence and adding at the end the folliwng:

* * & * * * *

SEC. 1014. COMPREHENSIVE HOUSING AFFORDABILITY STRATEGY.
Section 105 of the Cranston-Gonzalez National Affordable
Housing Act (42 U.S.C. 12705) is amended—

* * & * * * &

SEC. 1015. [42 U.S.C. 4852a] TASK FORCE ON LEAD-BASED PAINT HAZ-
ARD REDUCTION AND FINANCING.

(a) IN GENERAL.—The Secretary, in consultation with the Ad-
ministrator of the Environmental Protection Agency, shall establish
a task force to make recommendations on expanding resources and
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efforts to evaluate and reduce lead-based paint hazards in private
housing.

(b) MEMBERSHIP.—The task force shall include individuals rep-
resenting the Department of Housing and Urban Development, the
Farmers Home Administration, the Department of Veterans Af-
fairs, the Federal Home Loan Mortgage Corporation, the Federal
National Mortgage Association, the Environmental Protection
Agency, employee organizations in the building and construction
trades industry, landlords, tenants, primary lending institutions,
private mortgage insurers, single-family and multifamily real es-
tate interests, nonprofit housing developers, property liability in-
surers, public housing agencies, low-income housing advocacy orga-
nizations, national, State and local lead-poisoning prevention advo-
cates and experts, and community-based organizations located in
areas with substantial rental housing.

(c) RESPONSIBILITIES.—The task force shall make recommenda-
tions to the Secretary and the Administrator of the Environmental
Protection Agency concerning—

(1) incorporating the need to finance lead-based paint haz-
ard reduction into underwriting standards;

(2) developing new loan products and procedures for fi-
nancing lead-based paint hazard evaluation and reduction ac-
tivities;

(3) adjusting appraisal guidelines to address lead safety;

(4) incorporating risk assessments or inspections for lead-
based paint as a routine procedure in the origination of new
residential mortgages;

(5) revising guidelines, regulations, and educational pam-
phlets issued by the Department of Housing and Urban Devel-
opment and other Federal agencies relating to lead-based paint
poisoning prevention;

(6) reducing the current uncertainties of liability related to
lead-based paint in rental housing by clarifying standards of
care for landlords and lenders, and by exploring the “safe har-
bor” concept;

(7) increasing the availability of liability insurance for
owners of rental housing and certified contractors and estab-
lishing alternative systems to compensate victims of lead-based
paint poisoning; and

(8) evaluating the utility and appropriateness of requiring
risk assessments or inspections and notification to prospective
lessees of rental housing.

(d) COMPENSATION.—The members of the task force shall not
receive Federal compensation for their participation.

SEC. 1016. [42 U.S.C. 4852b] NATIONAL CONSULTATION ON LEAD-
BASED PAINT HAZARD REDUCTION.

In carrying out this Act, the Secretary shall consult on an on-
going basis with the Administrator of the Environmental Protection
Agency, the Director of the Centers for Disease Control, other Fed-
eral agencies concerned with lead poisoning prevention, and the
task force established pursuant to section 1015.
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SEC. 1017. [42 U.S.C. 4852c] GUIDELINES FOR LEAD-BASED PAINT HAZ-
ARD EVALUATION AND REDUCTION ACTIVITIES.

Not later than 12 months after the date of enactment of this
Actl, the Secretary, in consultation with the Administrator of the
Environmental Protection Agency, the Secretary of Labor, and the
Secretary of Health and Human Services (acting through the Direc-
tor of the Centers for Disease Control), shall issue guidelines for
the conduct of federally supported work involving risk assessments,
inspections, interim controls, and abatement of lead-based paint
hazards. Such guidelines shall be based upon criteria that measure
the condition of the housing (and the presence of children under
age 6 for the purposes of risk assessments) and shall not be based
upon criteria that measure the health of the residents of the
housing.

SEC. 1018. [42 U.S.C. 4852d] DISCLOSURE OF INFORMATION CONCERN-
ING LEAD UPON TRANSFER OF RESIDENTIAL PROPERTY.

(a) LEAD DISCLOSURE IN PURCHASE AND SALE OR LEASE OF
TARGET HOUSING.—

(1) LEAD-BASED PAINT HAZARDS.—Not later than 2 years
after the date of enactment of this Act,! the Secretary and the
Administrator of the Environmental Protection Agency shall
promulgate regulations under this section for the disclosure of
lead-based paint hazards in target housing which is offered for
sale or lease. The regulations shall require that, before the
purchaser or lessee is obligated under any contract to purchase
or lease the housing, the seller or lessor shall—

(A) provide the purchaser or lessee with a lead hazard
information pamphlet, as prescribed by the Administrator
of the Environmental Protection Agency under section 406
of the Toxic Substances Control Act;

(B) disclose to the purchaser or lessee the presence of
any known lead-based paint, or any known lead-based
paint hazards, in such housing and provide to the pur-
chaser or lessee any lead hazard evaluation report avail-
able to the seller or lessor; and

(C) permit the purchaser a 10-day period (unless the
parties mutually agree upon a different period of time) to
conduct a risk assessment or inspection for the presence of
lead-based paint hazards.

(2) CONTRACT FOR PURCHASE AND SALE.—Regulations pro-
mulgated under this section shall provide that every contract
for the purchase and sale of any interest in target housing
shall contain a Lead Warning Statement and a statement
signed by the purchaser that the purchaser has—

(A) read the Lead Warning Statement and under-
stands its contents;

(B) received a lead hazard information pamphlet; and

(C) had a 10-day opportunity (unless the parties mutu-
ally agreed upon a different period of time) before becom-
ing obligated under the contract to purchase the housing
to conduct a risk assessment or inspection for the presence
of lead-based paint hazards.

1The date of enactment was October 28, 1992.
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(3) CONTENTS OF LEAD WARNING STATEMENT.—The Lead
Warning Statement shall contain the following text printed in
large type on a separate sheet of paper attached to the con-
tract:

“Every purchaser of any interest in residential real property on
which a residential dwelling was built prior to 1978 is notified that
such property may present exposure to lead from lead-based paint
that may place young children at risk of developing lead poisoning.
Lead poisoning in young children may produce permanent neuro-
logical damage, including learning disabilities, reduced intelligence
quotient, behavioral problems, and impaired memory. Lead poison-
ing also poses a particular risk to pregnant women. The seller of
any interest in residential real property is required to provide the
buyer with any information on lead-based paint hazards from risk
assessments or inspections in the seller’s possession and notify the
buyer of any known lead-based paint hazards. A risk assessment
or inspection for possible lead-based paint hazards is recommended
prior to purchase.”.

(4) COMPLIANCE ASSURANCE.—Whenever a seller or lessor
has entered into a contract with an agent for the purpose of
selling or leasing a unit of target housing, the regulations pro-
mulgated under this section shall require the agent, on behalf
of the seller or lessor, to ensure compliance with the require-
ments of this section.

(5) PROMULGATION.—A suit may be brought against the
Secretary of Housing and Urban Development and the Admin-
istrator of the Environmental Protection Agency under section
20 of the Toxic Substances Control Act to compel promulgation
of the regulations required under this section and the Federal
district court shall have jurisdiction to order such promulga-
tion.

(b) PENALTIES FOR VIOLATIONS.—

(1) MONETARY PENALTY.—Any person who knowingly vio-
lates any provision of this section shall be subject to civil
money penalties in accordance with the provisions of section
102 of the Department of Housing and Urban Development Re-
form Act of 1989 (42 U.S.C. 3545).

(2) ACTION BY SECRETARY.—The Secretary is authorized to
take such lawful action as may be necessary to enjoin any vio-
lation of this section.

(3) CIvIL LIABILITY.—Any person who knowingly violates
the provisions of this section shall be jointly and severally lia-
ble to the purchaser or lessee in an amount equal to 3 times
the amount of damages incurred by such individual.

(4) CosTs.—In any civil action brought for damages pursu-
ant to paragraph (3), the appropriate court may award court
costs to the party commencing such action, together with rea-
sonable attorney fees and any expert witness fees, if that party
prevails.

(5) PROHIBITED ACT.—It shall be a prohibited act under
section 409 of the Toxic Substances Control Act for any person
to fail or refuse to comply with a provision of this section or
with any rule or order issued under this section. For purposes
of enforcing this section under the Toxic Substances Control
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Act, the penalty for each violation applicable under section 16

of that Act shall not be more than $10,000.

(c) VALIDITY OF CONTRACTS AND LIENS.—Nothing in this sec-
tion shall affect the validity or enforceability of any sale or contract
for the purchase and sale or lease of any interest in residential real
property or any loan, loan agreement, mortgage, or lien made or
arising in connection with a mortgage loan, nor shall anything in
this section create a defect in title.

(d) EFFECTIVE DATE.—The regulations under this section shall
take effect 3 years after the date of the enactment of this title.?!

Subtitle B—Lead Exposure Reduction

SEC. 1021. CONTRACTOR TRAINING AND CERTIFICATION.

(a) AMENDMENT TO THE TOXIC SUBSTANCES CONTROL ACT.—
The Toxic Substances Control Act (15 U.S.C. 2601 et seq.) is
amended by adding after title III the following new title:

“TITLE IV—-LEAD EXPOSURE
REDUCTION

* * *k & * * *k

Subtitle C—Worker Protection

SEC. 1031. [42 U.S.C. 4853] WORKER PROTECTION.

Not later than 180 days after the enactment of this Act,! the
Secretary of Labor shall issue an interim final regulation regulat-
ing occupational exposure to lead in the construction industry.
Such interim final regulation shall provide employment and places
of employment to employees which are as safe and healthful as
those which would prevail under the Department of Housing and
Urban Development guidelines published at Federal Register 55,
page 38973 (September 28, 1990) (Revised Chapter 8). Such in-
terim final regulations shall take effect upon issuance (except that
such regulations may include a reasonable delay in the effective
date), shall have the legal effect of an Occupational Safety and
Health Standard, and shall apply until a final standard becomes ef-
fefz‘ctive under section 6 of the Occupational Safety and Health Act
of 1970.

SEC. 1032. [42 U.S.C. 4853a] COORDINATION BETWEEN ENVIRON-
%(’)I‘I?L PROTECTION AGENCY AND DEPARTMENT OF

The Secretary of Labor, in promulgating regulations under sec-
tion 1031, shall consult and coordinate with the Administrator of
the Environmental Protection Agency for the purpose of achieving
the maximum enforcement of title IV of the Toxic Substances Con-
trol Act and the Occupational Safety and Health Act of 1970 while
imposing the least burdens of duplicative requirements on those
subject to such title and Act and for other purposes.

1The date of enactment was October 28, 1992.
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SEC. 1033. NIOSH RESPONSIBILITIES.

Section 22 of the Occupational Safety and Health Act of 1970
is amended by adding the following new subsection at the end
thereof:

* * * & * * *

Subtitle D—Research and Development
PART 1—HUD RESEARCH

SEC. 1051. [42 U.S.C. 4854] RESEARCH ON LEAD EXPOSURE FROM
OTHER SOURCES.

The Secretary, in cooperation with other Federal agencies,
shall conduct research on strategies to reduce the risk of lead expo-
sure from other sources, including exterior soil and interior lead
dust in carpets, furniture, and forced air ducts.

SEC. 1052. [42 U.S.C. 4854a] TESTING TECHNOLOGIES.
The Secretary, in cooperation with other Federal agencies,
shall conduct research to—
(1) develop improved methods for evaluating lead-based
paint hazards in housing;
(2) develop improved methods for reducing lead-based
paint hazards in housing;
(3) develop improved methods for measuring lead in paint
films, dust, and soil samples;
(4) establish performance standards for various detection
methods, including spot test Kkits;
(5) establish performance standards for lead-based paint
hazard reduction methods, including the use of encapsulants;
(6) establish appropriate cleanup standards;
(7) evaluate the efficacy of interim controls in various haz-
ard situations;
(8) evaluate the relative performance of various abatement
techniques;
(9) evaluate the long-term cost-effectiveness of interim con-
trol and abatement strategies; and
(10) assess the effectiveness of hazard evaluation and re-
duction activities funded by this Act.
SEC. 1053. [42 U.S.C. 4854b] AUTHORIZATION.
Of the total amount approved in appropriation Acts under sec-

tion 1011(o)1, there shall be set aside to carry out this part
$5,000,000 for fiscal year 1993, and $5,000,000 for fiscal year 1994.

PART 2—GAO REPORT

SEC. 1056. [42 U.S.C. 4855] FEDERAL IMPLEMENTATION AND INSUR-
ANCE STUDY.

(a) FEDERAL IMPLEMENTATION STUDY.—The Comptroller Gen-
eral of the United States shall assess the effectiveness of Federal
enforcement and compliance with lead safety laws and regulations,

1Probably intended to refer to section 1011(p).
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including any changes needed in annual inspection procedures to
identify lead-based paint hazards in units receiving assistance
under subsections (b) and (o) of section 8 of the United States
Housing Act of 1937.

(b) INSURANCE STUDY.—The Comptroller General of the United
States shall assess the availability of liability insurance for owners
of residential housing that contains lead-based paint and persons
engaged in lead-based paint hazard evaluation and reduction ac-
tiﬁfifﬂes. In carrying out the assessment, the Comptroller General
shall—

(1) analyze any precedents in the insurance industry for
the containment and abatement of environmental hazards,
such as asbestos, in federally assisted housing;

(2) provide an assessment of the recent insurance experi-
ence in the public housing lead hazard identification and re-
duction program; and

(3) recommend measures for increasing the availability of
liability insurance to owners and contractors engaged in feder-
ally supported work.

Subtitle E—Reports

SEC. 1061. [42 U.S.C. 48561 REPORTS OF THE SECRETARY OF HOUSING
AND URBAN DEVELOPMENT.
(a) ANNUAL REPORT.—The Secretary shall transmit to the Con-
gress an annual report that—

(1) sets forth the Secretary’s assessment of the progress
mallde in implementing the various programs authorized by this
title;

(2) summarizes the most current health and environ-
mental studies on childhood lead poisoning, including studies
that analyze the relationship between interim control and
abatement activities and the incidence of lead poisoning in
resident children;

(3) recommends legislative and administrative initiatives
that may improve the performance by the Department of Hous-
ing and Urban Development in combating lead hazards
through the expansion of lead hazard evaluation and reduction
activities;

(4) describes the results of research carried out in accord-
ance with subtitle D; and

(5) estimates the amount of Federal assistance annually
expended on lead hazard evaluation and reduction activities.
(b) BIENNIAL REPORT.—

(1) IN GENERAL.—24 months after the date of enactment of
this Act,1 and at the end of every 24-month period thereafter,
the Secretary shall report to the Congress on the progress of
the Department of Housing and Urban Development in imple-
menting expanded lead-based paint hazard evaluation and re-
duction activities.

(2) CONTENTS.—The report shall—

1The date of enactment was October 28, 1992.
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(A) assess the effectiveness of section 1018 in making
the public aware of lead-based paint hazards;

(B) estimate the extent to which lead-based paint haz-
ard evaluation and reduction activities are being conducted
in the various categories of housing;

(C) monitor and report expenditures for lead-based
paint hazard evaluation and reduction for programs within
the jurisdiction of the Department of Housing and Urban
Development;

(D) identify the infrastructure needed to eliminate
lead-based paint hazards in all housing as expeditiously as
possible, including cost-effective technology, standards and
regulations, trained and certified contractors, certified lab-
oratories, liability insurance, private financing techniques,
and appropriate Government subsidies;

(E) assess the extent to which the infrastructure de-
scribed in subparagraph (D) exists, make recommendations
to correct shortcomings, and provide estimates of the costs
of éneasures needed to build an adequate infrastructure;
an

(F) include any additional information that the Sec-
retary deems appropriate.



HOME MORTGAGE DISCLOSURE ACT OF 1975
EXCERPT FROM PUBLIC LAW 94-200
[Public Law 94-200; 89 Stat. 1125; 12 U.S.C. 2801 et seq.]

TITLE III—HOME MORTGAGE DISCLOSURE
SHORT TITLE

SEC. 301. [12 U.S.C. 2801 notel This title may be cited as the
“Home Mortgage Disclosure Act of 1975”.

FINDINGS AND PURPOSES

SEc. 302. [12 U.S.C. 2801] (a) The Congress finds that some
depository institutions have sometimes contributed to the decline of
certain geographic areas by their failure pursuant to their charter-
ing responsibilities to provide adequate home financing to qualified
applicants on reasonable terms and conditions.

(b) The purpose of this title is to provide the citizens and pub-
lic officials of the United States with sufficient information to en-
able them to determine whether depository institutions are filling
their obligations to serve the housing needs of the communities and
neighborhoods in which they are located and to assist public offi-
cials in their determination of the distribution of public sector in-
vestments in a manner designed to improve the private investment
environment.

(c) Nothing in this title is intended to, nor shall it be construed
to, encourage unsound lending practices or the allocation of credit.

DEFINITIONS

SEc. 303. [12 U.S.C. 2802] For purposes of this title—
(1) the term “mortgage loan” means a loan which is se-
cured by residential real property or a home improvement loan;
(2) the term “depository institution”—
(A) means—
(i) any bank (as defined in section 3(a)(1) of the
Federal Deposit Insurance Act);
(ii) any savings association (as defined in section
3(b)(1) of the Federal Deposit Insurance Act); and
(iii) any credit union,
which makes federally related mortgage loans as de-
termined by the Board; and
(B) includes any other lending institution (as defined
in paragraph (4)) other than any institution described in
subparagraph (A);
(3) the term “completed application” means an application
in which the creditor has received the information that is regu-
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larly obtained in evaluating applications for the amount and
type of credit requested;

(4) the term “other lending institutions” means any person
engaged for profit in the business of mortgage lending;

(5) the term “Board” means the Board of Governors of the
Federal Reserve System; and

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

MAINTENANCE OF RECORDS AND PUBLIC DISCLOSURE

SEC. 304. [12 U.S.C. 28031 (a)(1) Each depository institution
which has a home office or branch office located within a primary
metropolitan statistical area, metropolitan statistical area, or con-
solidated metropolitan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas, as defined by the
Department of Commerce shall compile and make available, in ac-
cordance with regulations of the Board, to the public for inspection
and copying at the home office, and at least one branch office with-
in each primary metropolitan statistical area, metropolitan statis-
tical area, or consolidated metropolitan statistical area that is not
comprised of designated primary metropolitan statistical areas in
which the depository institution has an office the number and total
dollar amount of mortgage loans which were (A) originated (or for
which the institution received completed applications), or (B) pur-
chased by that institution during each fiscal year (beginning with
the last full fiscal year of that institution which immediately pre-
ceded the effective date of this title).

(2) The information required to be maintained and made avail-
able under paragraph (1) shall also be itemized in order to clearly
and conspicuously disclose the following:

(A) The number and dollar amount for each item referred
to in paragraph (1), by census tracts for mortgage loans se-
cured by property located within any county with a population
of more than 30,000, within that primary metropolitan statis-
tical area, metropolitan statistical area, or consolidated metro-
politan statistical area that is not comprised of designated pri-
mary metropolitan statistical areas, otherwise, by county, for
mortgage loans secured by property located within any other
county within that standard metropolitan statistical area.

(B) The number and dollar amount for each item referred
to in paragraph (1) for all such mortgage loans which are se-
cured by property located outside that primary metropolitan
statistical area, metropolitan statistical area, or consolidated
metropolitan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas.

For the purpose of this paragraph, a depository institution which
maintains offices in more than one primary metropolitan statistical
area, metropolitan statistical area, or consolidated metropolitan
statistical area that is not comprised of designated primary metro-
politan statistical areas shall be required to make the information
required by this paragraph available at any such office only to the
extent that such information relates to mortgage loans which were
originated or purchased (or for which completed applications were
received) by an office of that depository institution located in the
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primary metropolitan statistical area, metropolitan statistical area,
or consolidated metropolitan statistical area that is not comprised
of designated primary metropolitan statistical areas in which the
office making such information available is located. For purposes of
this paragraph, other lending institutions shall be deemed to have
a home office or branch office within a primary metropolitan statis-
tical area, metropolitan statistical area, or consolidated metropoli-
tan statistical area that is not comprised of designated primary
metropolitan statistical areas if such institutions have originated or
purchased or received completed applications for at least 5 mort-
gage loans in such area in the preceding calendar year.

(b) Any item of information relating to mortgage loans required
to be maintained under subsection (a) shall be further itemized in
order to disclose for each such item—

(1) the number and dollar amount of mortgage loans which
are insured under title II of the National Housing Act or under
title V of the Housing Act of 1949 or which are guaranteed
under chapter 37 of title 38, United States Code;

(2) the number and dollar amount of mortgage loans made
to mortgagors who did not, at the time of execution of the
mortgage, intend to reside in the property securing the mort-
gage loan;

(3) the number and dollar amount of home improvement
loans; and

(4) the number and dollar amount of mortgage loans and
completed applications involving mortgagors or mortgage appli-
cants grouped according to census tract, income level, racial
characteristics, and gender.

(¢) Any information required to be compiled and made avail-
able under this section, other than loan application register infor-
mation under subsection (j), shall be maintained and made avail-
able for a period of five years after the close of the first year during
which such information is required to be maintained and made
available.

(d) Notwithstanding the provisions of subsection (a)(1), data re-
quired to be disclosed under this section for 1980 and thereafter
shall be disclosed for each calendar year. Any depository institution
which is required to make disclosures under this section but which
has been making disclosures on some basis other than a calendar
year basis shall make available a separate disclosure statement
containing data for any period prior to calendar year 1980 which
is not covered by the last full year report prior to the 1980 calendar
year report.

(e) Subject to subsection (h), the Board shall prescribe a stand-
ard format for the disclosures required under this section.

(f) The Federal Financial Institutions Examination Council, in
consultation with the Secretary, shall implement a system to facili-
tate access to data required to be disclosed under this section. Such
system shall include arrangements for a central depository of data
in each primary metropolitan statistical area, metropolitan statis-
tical area, or consolidated metropolitan statistical area that is not
comprised of designated primary metropolitan statistical areas.
Disclosure statements shall be made available to the public for in-
spection and copying at such central depository of data for all de-
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pository institutions which are required to disclose information
under this section (or which are exempted pursuant to section
306(b)) and which have a home office or branch office within such
primary metropolitan statistical area, metropolitan statistical area,
or consolidated metropolitan statistical area that is not comprised
of designated primary metropolitan statistical areas.

(g) The requirements of subsections (a) and (b) shall not apply
with respect to mortgage loans that are—

(1) made (or for which completed applications are received)
by any mortgage banking subsidiary of a bank holding com-
pany or savings and loan holding company or by any savings
and loan service corporation that originates or purchases mort-
gage loans; and

(2) approved (or for which completed applications are re-
ceived) by the Secretary for insurance under title I or II of the
National Housing Act.

(h) SUBMISSION TO AGENCIES.—The data required to be dis-
closed under susbsection (b)(4) shall be submitted to the appro-
priate agency for each institution reporting under this title. Not-
withstanding the requirement of section 304(a)(2)(A) for disclosure
by census tract, the Board, in cooperation with other appropriate
regulators, including—

(1) the Office of the Comptroller of the Currency for na-
tional banks and Federal branches and Federal agencies of for-
eign banks;

(2) the Director of the Office of Thrift Supervision for sav-
ings associations;

(3) the Federal Deposit Insurance Corporation for banks
insured by the Federal Deposit Insurance Corporation (other
than members of the Federal Reserve System), mutual savings
banks, insured State branches of foreign banks, and any other
depository institution described in section 303(2)(A) which is
not otherwise referred to in this paragraph;

(4) the National Credit Union Administration Board for
credit unions; and

(5) the Secretary of Housing and Urban Development for
other lending institutions not regulated by the agencies re-
ferred to in paragraphs (1) through (4),

shall develop regulations prescribing the format for such disclo-
sures, the method for submission of the data to the appropriate
regulatory agency, and the procedures for disclosing the informa-
tion to the public. These regulations shall also require the collec-
tion of data required to be disclosed under subsection (b)(4) with
respect to loans sold by each institution reporting under this title,
and, in addition, shall require disclosure of the class of the pur-
chaser of such loans. Any reporting institution may submit in writ-
ing to the appropriate agency such additional data or explanations
as it deems relevant to the decision to originate or purchase mort-
gage loans.

(1) EXEMPTION FROM CERTAIN DISCLOSURE REQUIREMENTS.—
The requirements of subsection (b)(4) shall not apply with respect
to any depository institution described in section 303(2)(A) which
has total assets, as of the most recent full fiscal year of such insti-
tution, of $30,000,000 or less.
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(j) LOAN APPLICATION REGISTER INFORMATION.—

(1) IN GENERAL.—In addition to the information required
to be disclosed under subsections (a) and (b), any depository in-
stitution which is required to make disclosures under this sec-
tion shall make available to the public, upon request, loan ap-
plication register information (as defined by the Board by regu-
lation) in the form required under regulations prescribed by
the Board.

(2) FORMAT OF DISCLOSURE.—

(A) UNEDITED FORMAT.—Subject to subparagraph (B),
the loan application register information described in para-
graph (1) may be disclosed by a depository institution
without editing or compilation and in the format in which
such information is maintained by the institution.

(B) PROTECTION OF APPLICANTS PRIVACY INTEREST.—
The Board shall require, by regulation, such deletions as
the Board may determine to be appropriate to protect—

(1) any privacy interest of any applicant, including
the deletion of the applicant’s name and identification
number, the date of the application, and the date of
any determination by the institution with respect to
such application; and

(ii) a depository institution from liability under
any Federal or State privacy law.

(C) CENSUS TRACT FORMAT ENCOURAGED.—It is the
sense of the Congress that a depository institution should
provide loan register information under this section in a
format based on the census tract in which the property is
located.

(3) CHANGE OF FORM NOT REQUIRED.—A depository institu-
tion meets the disclosure requirement of paragraph (1) if the
institution provides the information required under such para-
graph in the form in which the institution maintains such in-
formation.

(4) REASONABLE CHARGE FOR INFORMATION.—Any deposi-
tory institution which provides information under this sub-
section may impose a reasonable fee for any cost incurred in
reproducing such information.

(5) TIME OF DISCLOSURE.—The disclosure of the loan appli-
cation register information described in paragraph (1) for any
year pursuant to a request under paragraph (1) shall be
made—

(A) in the case of a request made on or before March
1 of the succeeding year, before April 1 of the succeeding
year; and

(B) in the case of a request made after March 1 of the
succeeding year, before the end of the 30-day period begin-
ning on the date the request is made.

(6) RETENTION OF INFORMATION.—Notwithstanding sub-
section (c), the loan application register information described
in paragraph (1) for any year shall be maintained and made
available, upon request, for 3 years after the close of the 1st
year during which such information is required to be main-
tained and made available.
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(7) MINIMIZING COMPLIANCE COSTS.—In prescribing regula-
tions under this subsection, the Board shall make every effort
to minimize the costs incurred by a depository institution in
complying with this subsection and such regulations.

(k) DISCLOSURE OF STATEMENTS BY DEPOSITORY INSTITU-
TIONS.—

(1) IN GENERAL.—In accordance with procedures estab-
lished by the Board pursuant to this section, any depository in-
stitution required to make disclosures under this section—

(A) shall make a disclosure statement available, upon
request, to the public no later than 3 business days after
the institution receives the statement from the Federal Fi-
nancial Institutions Examination Council; and

(B) may make such statement available on a floppy
disc which may be used with a personal computer or in
any other media which is not prohibited under regulations
prescribed by the Board.

(2) NOTICE THAT DATA IS SUBJECT TO CORRECTION AFTER
FINAL REVIEW.—Any disclosure statement provided pursuant to
paragraph (1) shall be accompanied by a clear and conspicuous
notice that the statement is subject to final review and revi-
sion, if necessary.

(3) REASONABLE CHARGE FOR INFORMATION.—Any deposi-
tory institution which provides a disclosure statement pursu-
ant to paragraph (1) may impose a reasonable fee for any cost
incurred in providing or reproducing such statement.

(1) ProMPT DISCLOSURES.—

(1) IN GENERAL.—Any disclosure of information pursuant
to this section or section 310 shall be made as promptly as pos-
sible.

(2) MAXIMUM DISCLOSURE PERIOD.—

(A) 6- AND 9-MONTH MAXIMUM PERIODS.—Except as
provided in subsections (j)(5) and (k)(1) and regulations
prescribed by the Board and subject to subparagraph (B),
any information required to be disclosed for any year be-
ginning after December 31, 1992, under—

(i) this section shall be made available to the pub-
lic before September 1 of the succeeding year; and

(i1) section 310 shall be made available to the pub-
lic before December 1 of the succeeding year.

(B) SHORTER PERIODS ENCOURAGED AFTER 1994.—With
respect to disclosures of information under this section or
section 310 for any year beginning after December 31,
1993, every effort shall be made—

(i) to make information disclosed under this sec-
tion available to the public before July 1 of the suc-
ceeding year; and

(i1) to make information required to be disclosed
under section 310 available to the public before Sep-
tember 1 of the succeeding year.

(3) IMPROVED PROCEDURE.—The Federal Financial Institu-
tions Examination Council shall make such changes in the sys-
tem established pursuant to subsection (f) as may be necessary
to carry out the requirements of this subsection.
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(m) OPPORTUNITY TO REDUCE COMPLIANCE BURDEN.—
(1) IN GENERAL.—

(A) SATISFACTION OF PUBLIC AVAILABILITY REQUIRE-
MENTS.—A depository institution shall be deemed to have
satisfied the public availability requirements of subsection
(a) if the institution compiles the information required
under that subsection at the home office of the institution
and provides notice at the branch locations specified in
subsection (a) that such information is available from the
home office of the institution upon written request.

(B) PROVISION OF INFORMATION UPON REQUEST.—Not
later than 15 days after the receipt of a written request for
any information required to be compiled under subsection
(a), the home office of the depository institution receiving
the request shall provide the information pertinent to the
location of the branch in question to the person requesting
the information.

(2) FORM OF INFORMATION.—In complying with paragraph
(1), a depository institution shall, in the sole discretion of the
insgtution, provide the person requesting the information
with—

(A) a paper copy of the information requested; or

(B) if acceptable to the person, the information
téhrlgugh a form of electronic medium, such as a computer

isk.

ENFORCEMENT

SEC. 305. [12 U.S.C. 2804] (a) The Board shall prescribe such
regulations as may be necessary to carry out the purposes of this
title. These regulations may contain such classifications, differen-
tiations, or other provisions, and may provide for such adjustments
and exceptions for any class of transactions, as in the judgment of
the Board are necessary and proper to effectuate the purposes of
this title, and prevent circumvention or evasion thereof, or to facili-
tate compliance therewith.

(b) Compliance with the requirements imposed under this title
shall be enforced under—

(1f)‘ section 8 of the Federal Deposit Insurance Act, in the
case of—

(A) national banks, and Federal branches and Federal
agencies of foreign banks, by the Office of the Comptroller
of the Currency;

(B) member banks of the Federal Reserve System
(other than national banks), branches and agencies of for-
eign banks (other than Federal branches, Federal agencies,
and insured State branches of foreign banks), commercial
lending companies owned or controlled by foreign banks,
and organizations operating under section 25 or 25(a) of
the Federal Reserve Act, by the Board; and

(C) banks insured by the Federal Deposit Insurance
Corporation (other than members of the Federal Reserve
System), mutual savings banks as defined in section 3(f) of
the Federal Deposit Insurance Act (12 U.S.C. 1813(f)), in-
sured State branches of foreign banks, and any other
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depository institution not referred to in this paragraph or

paragraph (2) or (3) of this subsection, by the Board of Di-

rectors of the Federal Deposit Insurance Corporation;

(2) section 8 of the Federal Deposit Insurance Act, by the
Director of the Office of Thrift Supervision, in the case of a
savings association the deposits of which are insured by the
Federal Deposit Insurance Corporation;

(3) the Federal Credit Union Act, by the Administrator of
the National Credit Union Administration with respect to any
credit union; and

(4) other lending institutions, by the Secretary of Housing
and Urban Development.

The terms used in paragraph (1) that are not defined in this title
or otherwise defined in section 3(s) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(s)) shall have the meaning given to them
in section 1(b) of the International Banking Act of 1978 (12 U.S.C.
3101).

(c) For the purpose of the exercise by any agency referred to
in subsection (b) of its powers under any Act referred to in that
subsection, a violation of any requirement imposed under this title
shall be deemed to be a violation of a requirement imposed under
that Act. In addition to its powers under any provision of law spe-
cifically referred to in subsection (b), each of the agencies referred
to in that subsection may exercise, for the purpose of enforcing
compliance with any requirement imposed under this title, any
other authority conferred on it by law.

RELATION TO STATE LAWS

SEC. 306. [12 U.S.C. 2805] (a) This title does not annul, alter,
or affect, or exempt any State chartered depository institution sub-
ject to the provisions of this title from complying with the laws of
any State or subdivision thereof with respect to public disclosure
and recordkeeping by depositor institutions, except to the extent
that those laws are inconsistent with any provision of this title,
and then only to the extent of the inconsistency. The Board is au-
thorized to determine whether such inconsistencies exist. The
Board may not determine that any such law is inconsistent with
any provision of this title if the Board determines that such law re-
quires the maintenance of records with greater geographic or other
detail than is required under this title, or that such law otherwise
provides greater disclosure than is required under this title.

(b) The Board may by regulation exempt from the require-
ments of this title any State chartered depository institution within
any State or subdivision thereof if it determines that, under the
law of such State or subdivision, that instititution is subject to re-
quirements substantially similar to those imposed under this title,
and that such law contains adequate provisions for enforcement.
Notwithstanding any other provision of this subsection, compliance
with the requirements imposed under this subsection shall be en-
forced under—

(1) section 8 of the Federal Deposit Insurance Act in the
case of national banks, by the Comptroller of the Currency;
and
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(2) section 8 of the Federal Deposit Insurance Act, by the
Director of the Office of Thrift Supervision in the case of a sav-
ings association the deposits of which are insured by the Fed-
eral Deposit Insurance Corporation.

RESEARCH AND IMPROVED METHODS

SEc. 307. [12 U.S.C. 2806] (a)(1) The Director of the Office of
Thrift Supervision, with the assistance of the Secretary, the Direc-
tor of the Bureau of the Census, the Comptroller of the Currency,
the Board of Governors of the Federal Reserve System, the Federal
Deposit Insurance Corporation, and such other persons as the Di-
rector of the Office of Thrift Supervision, deems appropriate, shall
develop, or assist in the improvement of, methods of matching ad-
dresses and census tracts to facilitate compliance by depository in-
stitutions in as economical a manner as possible with the require-
ments of this title.

(2) There is authorized to be appropriated such sums as may
be necessary to carry out this subsection.

(8) The Director of the Office of Thrift Supervision, is author-
ized to utilize, contract with, act through, or compensate any per-
son or agency in order to carry out this subsection.

(b) The Director of the Office of Thrift Supervision, shall rec-
ommend to the Committee on Banking, Finance and Urban Affairs
of the House of Representatives! and the Committee on Banking,
Housing, and Urban Affairs of the Senate such additional legisla-
tion as the Director of the Office of Thrift Supervision, deems ap-
propriate to carry out the purpose of this title.

SEC. 308. [12 U.S.C. 2807] REPORT.

The Board, in consultation with the Secretary of Housing and
Urban Development, shall report annually to the Congress on the
utility of the requirements of section 304(b)(4).

EFFECTIVE DATE

SEC. 309. [12 U.S.C. 2808] (a) IN GENERAL.—This title shall
take effect on the one hundred and eightieth day beginning after
the date of its enactment. Any institution specified in section
303(2)(A) which has total assets as of its last full fiscal year of
$10,000,000 or less is exempt from the provisions of this title. The
Board, in consultation with the Secretary, may exempt institutions
described in section 303(2)(B) that are comparable within their re-
spective industries to institutions that are exempt under the pre-
ceding sentence (as determined without regard to the adjustment
made by subsection (b)).

(b) CPI ADJUSTMENTS.—

(1) IN GENERAL.—Subject to paragraph (2), the dollar
amount applicable with respect to institutions described in sec-
tion 303(2)(A) under the 2d sentence of subsection (a) shall be
adjusted annually after December 31, 1996, by the annual per-
centage increase in the Consumer Price Index for Urban Wage

1Section 1(a) of Public Law 104-14, 109 Stat. 186, provides, in part, that “any reference in
any provision of law enacted before January 4, 1995, to . . . the Committee on Banking, Fi-
nance and Urban Affairs of the House of Representatives shall be treated as referring to the
Committee on Banking and Financial Services of the House of Representatives”.
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Earners and Clerical Workers published by the Bureau of
Labor Statistics.

(2) 1-TIME ADJUSTMENT FOR PRIOR INFLATION.—The first
adjustment made under paragraph (1) after the date of the en-
actment of the Economic Growth and Regulatory Paperwork
Reduction Act of 19961 shall be the percentage by which—

(A) the Consumer Price Index described in such para-
graph for the calendar year 1996, exceeds
(B) such Consumer Price Index for the calendar year

1975.

(3) ROUNDING.—The dollar amount applicable under para-
graph (1) for any calendar year shall be the amount deter-
mined in accordance with subparagraphs (A) and (B) of para-
graph (2) and rounded to the nearest multiple of $1,000,000.

COMPILATION OF AGGREGATE DATA

SeEc. 310. [12 U.S.C. 2809] (a) Beginning with data for cal-
endar year 1980, the Federal Financial Institutions Examination
Council shall compile each year, for each primary metropolitan sta-
tistical area, metropolitan statistical area, or consolidated metro-
politan statistical area that is not comprised of designated primary
metropolitan statistical areas, aggregate data by census tract for
all depository institutions which are required to disclose data under
section 304 or which are exempt pursuant to section 306(b). The
Council shall also produce tables indicating, for each primary met-
ropolitan statistical area, metropolitan statistical area, or consoli-
dated metropolitan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas, aggregate lending
patterns for various categories of census tracts grouped according
to location, age of housing stock, income level, and racial character-
istics.

(b) The Board shall provide staff and data processing resources
}:o)the Council to enable it to carry out the provisions of subsection
a).

(c) The data and tables required pursuant to subsection (a)
shall be made available to the public by no later than December
]2;1 og the year following the calendar year on which the data is

ased.

DISCLOSURE BY THE SECRETARY

SEc. 311. [12 U.S.C. 2810] Beginning with data for calendar
year 1980, the Secretary shall make publicly available data in the
Secretary’s possession for each mortgagee which is not otherwise
subject to the requirements of this title and which is not exempt
pursuant to section 306(b), (and for each mortgagee making mort-
gage loans exempted under section 304(g)), with respect to mort-
gage loans approved (or for which completed applications are re-
ceived) by the Secretary for insurance under title I or II of the Na-
tional Housing Act. Such data to be disclosed shall consist of data
comparable to the data which would be disclosed if such mortgagee
were subject to the requirements of section 304. Disclosure state-
ments containing data for each such mortgagee for a primary met-

1September 30, 1996.
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ropolitan statistical area, metropolitan statistical area, or consoli-
dated metropolitan statistical area that is not comprised of des-
ignated primary metropolitan statistical areas shall, at a mini-
mum, be publicly available at the central depository of data estab-
lished pursuant to section 304(f) for such primary metropolitan sta-
tistical area, metropolitan statistical area, or consolidated metro-
politan statistical area that is not comprised of designated primary
metropolitan statistical areas. The Secretary shall also compile and
make publicly available aggregate data for such mortgagees by cen-
sus tract, and tables indicating aggregate lending patterns, in a
manner comparable to the information required to be made pub-
licly available in accordance with section 310.

[ TERMINATION OF AUTHORITY]
[SEc. 312. [Repealed.]]



COMMUNITY REINVESTMENT ACT OF 1977

EXCERPT FROM HOUSING AND COMMUNITY DEVELOPMENT ACT OF
1977

[Public Law 95-128; 91 Stat. 1147; 12 U.S.C. 2901 et seq.]

TITLE VIII—COMMUNITY REINVESTMENT 1

SEc. 801. [12 U.S.C. 2901 notel This title may be cited as the
“Community Reinvestment Act of 1977”.

Sec. 802. [12 U.S.C. 2901] (a) The Congress finds that—

(1) regulated financial institutions are required by law to
demonstrate that their deposit facilities serve the convenience
and needs of the communities in which they are chartered to
do business;

(2) the convenience and needs of communities include the
need for credit services as well as deposit services; and

(3) regulated financial institutions have continuing and af-
firmative obligation to help meet the credit needs of the local
communities in which they are chartered.

(b) It is the purpose of this title to require each appropriate
Federal financial supervisory agency to use its authority when ex-
amining financial institutions, to encourage such institutions to
help meet the credit needs of the local communities in which they
are chartered consistent with the safe and sound operation of such
institutions.

SEC. 803. [12 U.S.C. 2902] For the purposes of this title—

(1) the term “appropriate Federal financial supervisory
agency” means—

(A) the Comptroller of the Currency with respect to
national banks;

(B) the Board of Governors of the Federal Reserve Sys-
tem with respect to State chartered banks which are mem-
bers of the Federal Reserve System and bank holding com-
panies;

(C) the Federal Deposit Insurance Corporation with
respect to State chartered banks and savings banks which
are not members of the Federal Reserve System and the
deposits of which are insured by the Corporation; and
(2) section 8 of the Federal Deposit Insurance Act, by the

Director of the Office of Thrift Supervision, in the case of a

savings association (the deposits of which are insured by the

Federal Deposit Insurance Corporation) and a savings and loan

holding company;

1No section headings in this title in original.
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(2)1 the term “regulated financial institution” means an
insured depository institution (as defined in section 3 of the
Federal Deposit Insurance Act); and

(3) the term “application for a deposit facility” means an
application to the appropriate Federal financial supervisory
agency otherwise required under Federal law or regulations
thereunder for—

(A) a charter for a national bank or Federal savings
and loan association;

(B) deposit insurance in connection with a newly char-
tered State bank, savings bank, savings and loan associa-
tion or similar institution;

(C) the establishment of a domestic branch or other fa-
cility with the ability to accept deposits of a regulated fi-
nancial institution;

(D) the relocation of the home office or a branch office
of a regulated financial institution;

(E) the merger or consolidation with, or the acquisition
of the assets, or the assumption of the liabilities of a regu-
lated financial institution requiring approval under section
18(c) of the Federal Deposit Insurance Act or under regula-
tions issued under the authority of title IV of the National
Housing Act; or

(F) the acquisition of shares in, or the assets of, a reg-
ulated financial institution requiring approval under sec-
tion 3 of the Bank Holding Company Act of 1956 or section
408 (e) of the National Housing Act.

(4) A1 financial institution whose business predominately
consists of serving the needs of military personnel who are not
located within a defined geographic area may define its “entire
community” to include its entire deposit customer base without
regard to geographic proximity.

SEC. 804. [12 U.S.C. 2903] (a) IN GENERAL.—In connection
with its examination of a financial institution, the appropriate Fed-
eral financial supervisory agency shall—

(1) assess the institution’s record of meeting the credit
needs of its entire community, including low- and moderate-in-
come neighborhoods, consistent with the safe and sound oper-
ation of such institution; and

(2) take such record into account in its evaluation of an ap-
plication for a deposit facility by such institution.

(b) MAJORITY-OWNED INSTITUTIONS.—In assessing and taking
into account, under subsection (a), the record of a nonminority-
owned and nonwomen-owned financial institution, the appropriate
Federal financial supervisory agency may consider as a factor cap-
ital investment, loan participation, and other ventures undertaken
by the institution in cooperation with minority- and women-owned
financial institutions and low-income credit unions provided that
these activities help meet the credit needs of local communities in
which such institutions and credit unions are chartered.

SEc. 805. [12 U.S.C. 2904] Each appropriate Federal financial
supervisory agency shall include in its annual report to the Con-

1S0 in law.
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gress a section outlining the actions it has taken to carry out its
responsibilities under this title.

SeEc. 806. [12 U.S.C. 2905] Regulations to carry out the pur-
poses of this title shall be published by each appropriate Federal
financial supervisory agency, and shall take effect no later than
390 days after the date of enactment of this title.!

SEC. 807. [12 U.S.C. 2906] WRITTEN EVALUATIONS.
(a) REQUIRED.—

(1) IN GENERAL.—Upon the conclusion of each examination
of an insured depository institution under section 804, the ap-
propriate Federal financial supervisory agency shall prepare a
written evaluation of the institution’s record of meeting the
credit needs of its entire community, including low- and mod-
erate-income neighborhoods.

(2) PUBLIC AND CONFIDENTIAL SECTIONS.—Each written
evaluation required under paragraph (1) shall have a public
section and a confidential section.

(b) PUBLIC SECTION OF REPORT.—

(1) FINDINGS AND CONCLUSIONS.—

(A) CONTENTS OF WRITTEN EVALUATION.—The public
section of the written evaluation shall—

(i) 2 state the appropriate Federal financial supervisory
agency’s conclusions for each assessment factor identified
in the regulations prescribed by the Federal financial su-
pervisory agencies to implement this Act;

(i1) discuss the facts and data supporting such conclu-
sions; and

(iii) contain the institution’s rating and a statement
describing the basis for the rating.

(B) METROPOLITAN AREA DISTINCTIONS.—The informa-
tion required by clauses (i) and (ii) of subparagraph (A)
shall be presented separately for each metropolitan area in
which a regulated depository institution maintains one or
more domestic branch offices.”.

(2) ASSIGNED RATING.—The institution’s rating referred to
in paragraph (1)(C) shall be one of the following:

(A) “Outstanding record of meeting community credit
needs”.

d(B) “Satisfactory record of meeting community credit
needs”.

(C) “Needs to improve record of meeting community
credit needs”.

(D) “Substantial noncompliance in meeting community
credit needs”.

Such ratings shall be disclosed to the public on and after July
1, 1990.
(c) CONFIDENTIAL SECTION OF REPORT.—

(1) PRIVACY OF NAMED INDIVIDUALS.—The confidential sec-
tion of the written evaluation shall contain all references that
identify any customer of the institution, any employee or offi-
cer of the institution, or any person or organization that has

1The date of enactment was October 12, 1977.
2Indented so in law.
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provided information in confidence to a Federal or State finan-
cial supervisory agency.

(2) TOPICS NOT SUITABLE FOR DISCLOSURE.—The confiden-
tial section shall also contain any statements obtained or made
by the appropriate Federal financial supervisory agency in the
course of an examination which, in the judgment of the agency,
are too sensitive or speculative in nature to disclose to the in-
stitution or the public.

(3) DISCLOSURE TO DEPOSITORY INSTITUTION.—The -con-
fidential section may be disclosed, in whole or part, to the in-
stitution, if the appropriate Federal financial supervisory agen-
cy determines that such disclosure will promote the objectives
of this Act. However, disclosure under this paragraph shall not
identify a person or organization that has provided information
in confidence to a Federal or State financial supervisory agen-
cy.

(d) INSTITUTIONS WITH INTERSTATE BRANCHES.—

(1) STATE-BY-STATE EVALUATION.—In the case of a regu-
lated financial institution that maintains domestic branches in
2 or more States, the appropriate Federal financial supervisory
agency shall prepare—

(A) a written evaluation of the entire institution’s
record of performance under this title, as required by sub-
sections (a), (b), and (c); and

(B) for each State in which the institution maintains
1 or more domestic branches, a separate written evalua-
tion of the institution’s record of performance within such
State under this title, as required by subsections (a), (b),
and (c).

(2) MULTISTATE METROPOLITAN AREAS.—In the case of a
regulated financial institution that maintains domestic
branches in 2 or more States within a multistate metropolitan
area, the appropriate Federal financial supervisory agency
shall prepare a separate written evaluation of the institution’s
record of performance within such metropolitan area under
this title, as required by subsections (a), (b), and (c¢). If the
agency prepares a written evaluation pursuant to this para-
graph, the scope of the written evaluation required under para-
graph (1)(B) shall be adjusted accordingly.

(3) CONTENT OF STATE LEVEL EVALUATION.—A written
evaluation prepared pursuant to paragraph (1)(B) shall—

(A) present the information required by subparagraphs
(A) and (B) of subsection (b)(1) separately for each metro-
politan area in which the institution maintains 1 or more
domestic branch offices and separately for the remainder
of the nonmetropolitan area of the State if the institution
maintains 1 or more domestic branch offices in such non-
metropolitan area; and

“(B) describe how the Federal financial supervisory
agency has performed the examination of the institution,
including a list of the individual branches examined.

(e) DEFINITIONS.—For purposes of this section the following
definitions shall apply:
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(1) DoOMESTIC BRANCH.—The term “domestic branch”
means any branch office or other facility of a regulated finan-
cial institution that accepts deposits, located in any State.

(2) METROPOLITAN AREA.—The term “metropolitan area”
means any primary metropolitan statistical area, metropolitan
statistical area, or consolidated metropolitan statistical area,
as defined by the Director of the Office of Management and
Budget, with a population of 250,000 or more, and any other
area designated as such by the appropriate Federal financial
supervisory agency.

(3) STATE.—The term “State” has the same meaning as in
section 3 of the Federal Deposit Insurance Act.

SEC. 808. [12 U.S.C. 2907] OPERATION OF BRANCH FACILITIES BY MI-
NORITIES AND WOMEN.

(a) IN GENERAL.—In the case of any depository institution
which donates, sells on favorable terms (as determined by the ap-
propriate Federal financial supervisory agency), or makes available
on a rent-free basis any branch of such institution which is located
in any predominantly minority neighborhood to any minority de-
pository institution or women’s depository institution, the amount
of the contribution or the amount of the loss incurred in connection
with such activity may be a factor in determining whether the de-
pository institution is meeting the credit needs of the institution’s
community for purposes of this title.

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

(1) MINORITY DEPOSITORY INSTITUTION.—The term “minor-
ity institution” means a depository institution (as defined in
section 3(c) of the Federal Deposit Insurance Act)—

(A) more than 50 percent of the ownership or control
of which is held by 1 or more minority individuals; and

(B) more than 50 percent of the net profit or loss of
which accrues to 1 or more minority individuals.

(2) WOMEN’S DEPOSITORY INSTITUTION.—The term “wom-
en’s depository institution” means a depository institution (as
defined in section 3(c) of the Federal Deposit Insurance Act)—

(A) more than 50 percent of the ownership or control
of which is held by 1 or more women;

(B) more than 50 percent of the net profit or loss of
which accrues to 1 or more women; and

(C) a significant percentage of senior management po-
sitions of which are held by women.

(3) MINORITY.—The term “minority” has the meaning
given to such term by section 1204(c)(3) of the Financial Insti-
tutions Reform, Recovery and Enforcement Act of 1989.



ADJUSTABLE RATE MORTGAGE CAPS
EXCERPT FROM COMPETITIVE EQUALITY BANKING ACT OF 1987

[Public Law 100-86; 100 Stat. 662; 12 U.S.C. 3806]

SEC. 1204. [12 U.S.C. 38061 ADJUSTABLE RATE MORTGAGE CAPS.

(a) IN GENERAL.—Any adjustable rate mortgage loan originated
by a creditor shall include a limitation on the maximum interest
rate that may apply during the term of the mortgage loan.

(b) REGULATIONS.—The Board of Governors of the Federal Re-
serve System shall prescribe regulations to carry out the purposes
of this section.

(c) ENFORCEMENT.—Any violation of this section shall be treat-
ed as a violation of the Truth in Lending Act and shall be subject
to administrative enforcement under section 108 or civil damages
under section 130 of such Act, or both.

(d) DEFINITIONS.—For the purpose of this section—

(1) the term “creditor” means a person who regularly ex-
tends credit for personal, family, or household purposes; and

(2) the term “adjustable rate mortgage loan” means any
consumer loan secured by a lien on a one- to four-family dwell-
ing unit, including a condominium unit, cooperative housing
unit, or mobile home, where the loan is made pursuant to an
agreement under which the creditor may, from time to time,
adjust the rate of interest.

(e) EFFECTIVE DATE.—This section shall take effect upon the
expiration of 120 days after the date of enactment of this Act.!

1The date of enactment was August 10, 1987.
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RECOMMENDED POLICY ON RADON

EXCERPT FROM STEWART B. McKINNEY HOMELESS ASSISTANCE
AMENDMENTS ACT OF 1988

[Public Law 100-628; 102 Stat. 3283; 15 U.S.C. 2661 note]

SEC. 1091. [15 U.S.C. 2661 note] REPORT ON RECOMMENDED POLICY
FOR DEALING WITH RADON IN ASSISTED HOUSING.
(a) PURPOSES.—The purposes of this section are—

(1) to require the Department of Housing and Urban De-
velopment to develop an effective departmental policy for deal-
ing with radon contamination that utilizes any Environmental
Protection Agency guidelines and standards to ensure that oc-
cupants of housing covered by this section are not exposed to
hazardous levels of radon; and

(2) to require the Department of Housing and Urban De-
velopment to assist the Environmental Protection Agency in re-
ducing radon contamination.

(b) PROGRAM.—

(1) AppLICABILITY.—The housing covered by this section
is—

(A) multifamily housing owned by the Department of

Housing and Urban Development;

(B) public housing and Indian housing assisted under

the United States Housing Act of 1937,

(C) housing receiving project-based assistance under

section 8 of the United States Housing Act of 1937;

(D) housing assisted under section 236 of the National

Housing Act; and

(E) housing assisted under section 221(d)(3) of the Na-
tional Housing Act.

(2) IN GENERAL.—The Secretary of Housing and Urban De-
velopment shall develop and recommend to the Congress a pol-
icy for dealing with radon contamination that specifies pro-
grams for education, research, testing, and mitigation of radon
hazards in housing covered by this section.

(3) STANDARDS.—In developing the policy, the Secretary
shall utilize any guidelines, information, or standards estab-
lished by the Environmental Protection Agency for—

(A) testing residential and nonresidential structures
for radon;
(B) identifying elevated radon levels;
1 (C) identifying when remedial actions should be taken;
an
(D) identifying geographical areas that are likely to
have elevated levels of radon.

(4) COORDINATION.—In developing the policy, the Secretary

shall coordinate the efforts of the Department of Housing and
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Urban Development with the Environmental Protection Agen-
cy, and other appropriate Federal agencies, and shall consult
with State and local governments, the housing industry, con-
sumer groups, health organizations, appropriate professional
organizations, and other appropriate experts.

(5) REPORT.—The Secretary shall submit a report to the

Congress within 1 year after the date of the enactment of this

Act that describes the Secretary’s recommended policy for deal-

ing with radon contamination and the Secretary’s reasons for

recommending such policy. The report shall include an esti-
mate of the housing covered by this section that is likely to
have hazardous levels of radon.

(c) COOPERATION WITH ENVIRONMENTAL PROTECTION AGEN-
CcY.—Within 6 months after the date of the enactment of this Act,
the Secretary and the Administrator of the Environmental Protec-
tion Agency shall enter into a memorandum of understanding de-
scribing the Secretary’s plan to assist the Administrator in carrying
out the Environmental Protection Agency’s authority to assess the
extent of radon contamination in the United States and assist in
the c'ievelopment of measures to avoid and reduce radon contamina-
tion.

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

(1) ADMINISTRATOR.—The term “Administrator” means the

Administrator of the Environmental Protection Agency.

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

(e) AUTHORIZATION.—Funds available for housing covered by
this section shall be available to carry out this section with respect
to such housing.

1For authority of EPA, see title III of the Toxic Substances Control Act (15 U.S.C. 2661 et
seq.), as added by Pub. L. 100-551.



SEISMIC SAFETY PROPERTY STANDARDS

EXCERPT FROM CRANSTON-GONZALEZ NATIONAL AFFORDABLE
HOUSING ACT

[Public Law 101-625; 104 Stat. 4416; 42 U.S.C. 7704a]
SEC. 947. [42 U.S.C. 7704a] REPORT ON SEISMIC SAFETY PROPERTY
STANDARDS.

(a) AUTHORITY.—The Secretary of Housing and Urban Develop-
ment (in this section referred to as the “Secretary”) shall assess the
risk of earthquake-related damage to properties assisted under pro-
grams administered by the Secretary and shall develop seismic
safety standards for such properties. This section may not be con-
strued to prohibit the Secretary from deferring to local building
codes that meet the requirements of the seismic safety standards
developed under this section.

(b) STANDARDS.—The standards shall be designed to reduce the
risk of loss of life to building occupants to the maximum extent fea-
sible and to reduce the risk of shake-related property damage to
the maximum extent practicable.

(c) CONSULTATION.—In carrying out this section, the Secretary
shall consult with the Director of the Federal Emergency Manage-
ment Agency and may utilize the resources under the National
Earthquake Hazards Reduction Program (established under the
Earthquake Hazards Reduction Act of 1977) and any other re-
sources as may be required to carry out the activities under this
section.

(d) REPORTS.—

(1) SUBMISSION AND CONTENTS.—This Secretary shall sub-
mit a report to the Congress, not less than biennially, contain-
ing a statement of the findings of the risk assessment study
conducted under this section, including risk assessment of
properties located in seismic risk zones and a compilation of
the standards developed pursuant to this section. The report
shall also include a statement of the activities undertaken by
the Secretary to carry out this section and the amount and
sources of any funds expended by the Secretary for such pur-
poses. The report shall also include a statement of the activi-
ties undertaken by the Secretary to carry out the requirements
of Executive Order No. 12699 (January 5, 1990) and the
amount and sources of any funds expended by the Secretary
for such purposes.

(2) INITIAL SUBMISSION.—The first report required under
this subsection shall be submitted not later than the expiration
of the 18-month period beginning on the date of the enactment
of this Act.?

1The date of enactment was November 28, 1990.
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FIRE SAFETY SYSTEMS IN FEDERALLY ASSISTED
HOUSING

EXCERPT FROM FEDERAL FIRE PREVENTION AND CONTROL ACT OF
1974

[Public Law 102-522; 106 Stat. 3412; 15 U.S.C. 2227]
SEC. 31. [15 U.S.C. 2227] FIRE SAFETY SYSTEMS IN FEDERALLY AS-
SISTED BUILDINGS.
(a) DEFINITIONS.—For purposes of this section, the following
definitions apply:

(1) The term “affordable cost” means the cost to a Federal
agency of leasing office space in a building that is protected by
an automatic sprinkler system or equivalent level of safety,
which cost is no more than 10 percent greater than the cost of
leasing available comparable office space in a building that is
not so protected.

(2) The term “automatic sprinkler system” means an elec-
tronically supervised, integrated system of piping to which
sprinklers are attached in a systematic pattern, and which,
when activated by heat from a fire—

(A) will protect human lives by discharging water over
the fire area, in accordance with the National Fire Protec-
tion Association Standard 13, 13D, or 13R, whichever is
appropriate for the type of building and occupancy being
protected, or any successor standard thereto; and

(B) includes an alarm signaling system with appro-
priate warning signals (to the extent such alarm systems
and warning signals are required by Federal, State, or
local laws or regulations) installed in accordance with the
National Fire Protection Association Standard 72, or any
successor standard thereto.

(3) The term “equivalent level of safety” means an alter-
native design or system (which may include automatic sprin-
kler systems), based upon fire protection engineering analysis,
which achieves a level of safety equal to or greater than that
provided by automatic sprinkler systems.

(4) The term “Federal employee office building” means any
office building in the United States, whether owned or leased
by the Federal Government, that is regularly occupied by more
than 25 full-time Federal employees in the course of their em-
ployment.

(5) The term “housing assistance”™—

(A) means assistance provided by the Federal Govern-
ment to be used in connection with the provision of hous-
ing, that is provided in the form of a grant, contract, loan,
loan guarantee, cooperative agreement, interest subsidy,
insurance, or direct appropriation; and
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(B) does not include assistance provided by the
Secretary of Veterans Affairs; the Federal Emergency
Management Agency; the Secretary of Housing and Urban
Development under the single family mortgage insurance
programs under the National Housing Act or the home-
ownership assistance program under section 235 of such
Act; the National Homeownership Trust; the Federal De-
posit Insurance Corporation under the affordable housing
program under section 40 of the Federal Deposit Insurance
Act; or the Resolution Trust Corporation under the afford-
able housing program under section 21A(c) of the Federal
Home Loan Bank Act.

(6) The term “hazardous areas” means those areas in a
building referred to as hazardous areas in National Fire Pro-
tection Association Standard 101, known as the Life Safety
Code, or any successor standard thereto.

(7) The term “multifamily property” means—

(A) in the case of housing for Federal employees or
their dependents, a residential building consisting of more
than 2 residential units that are under one roof; and

(B) in any other case, a residential building consisting
of more than 4 residential units that are under one roof.
(8) The term “prefire plan” means specific plans for fire

fighting activities at a property or location.

(9) The term “rebuilding” means the repairing or recon-
structing of portions of a multifamily property where the cost
of the alterations is 70 percent or more of the replacement cost
of the completed multifamily property, not including the value
of the land on which the multifamily property is located.

(10) The term “renovated” means the repairing or recon-
structing of 50 percent or more of the current value of a Fed-
eral employee office building, not including the value of the
land on which the Federal employee office building is located.

(11) The term “smoke detectors” means single or multiple
station, self-contained alarm devices designed to respond to the
presence of visible or invisible particles of combustion, in-
stalled in accordance with the National Fire Protection Asso-
ciation Standard 74 or any successor standard thereto.

(12) The term “United States” means the States collec-
tively.

(b) FEDERAL EMPLOYEE OFFICE BUILDINGS.— * * *

(c) HOUusING.—(1)(A) Except as otherwise provided in this para-
graph, no Federal funds may be used for the construction, pur-
chase, lease, or operation by the Federal Government of housing in
the United States for Federal employees or their dependents
unless—

(i) in the case of a multifamily property acquired or rebuilt
by the Federal Government after the date of enactment of this
section 1, the housing is protected, before occupancy by Federal
employees or their dependents, by an automatic sprinkler sys-

1Qctober 26, 1992.
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tem (or equivalent level of safety) and hard-wired smoke detec-
tors; and
(i1) in the case of any other housing, the housing, before—
(I) occupancy by the first Federal employees (or their
dependents) who do not occupy such housing as of such
date of enactment; or
(II) the expiration of 3 years after such date of
enactment,

whichever occurs first, is protected by hard-wired smoke

detectors.

(B) Nothing in this paragraph shall be construed to supersede
any guidelines or requirements applicable to housing for Federal
employees that call for a higher level of fire safety protection than
is required under this paragraph.

(C) Housing covered by this paragraph that does not have an
adequate and reliable electrical system shall not be subject to the
requirement under subparagraph (A) for protection by hard-wired
smoke detectors, but shall be protected by battery operated smoke
detectors.

(D) If funding has been programmed or designated for the
demolition of housing covered by this paragraph, such housing
shall not be subject to the fire protection requirements of subpara-
graph (A), but shall be protected by battery operated smoke detec-
tors.

(2)(A)i) Housing assistance may not be used in connection
with any newly constructed multifamily property, unless after the
new construction the multifamily property is protected by an auto-
matic sprinkler system and hard-wired smoke detectors.

(ii) For purposes of clause (i), the term “newly constructed mul-
tifamily property” means a multifamily property of 4 or more sto-
ries above ground level—

(I) that is newly constructed after the date of enactment
of this section 1; and

(IT) for which (a) housing assistance is used for such new
construction, or (b) a binding commitment is made, before com-
mencement of such construction, to provide housing assistance
for the newly constructed property.

(iii) Clause (i) shall not apply to any multifamily property for
which, before such date of enactment, a binding commitment is
made to provide housing assistance for the new construction of the
property or for the newly constructed property.

(B)3) Except as provided in clause (i1), housing assistance may
not be used in connection with any rebuilt multifamily property,
unless after the rebuilding the multifamily property complies with
the chapter on existing apartment buildings of National Fire Pro-
tection Association Standard 101 (known as the Life Safety Code)
or any successor standard to that standard, as in effect at the ear-
lier of (I) the time of any approval by the Department of Housing
and Urban Development of the specific plan or budget for rebuild-
ing, or (II) the time that a binding commitment is made to provide
housing assistance for the rebuilt property.

1Qctober 26, 1992.
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(i1) If any rebuilt multifamily property is subject to, and in
compliance with, any provision of a State or local fire safety stand-
ard or code that prevents compliance with a specific provision of
National Fire Protection Association Standard 101 or any successor
standard to that standard, the requirement under clause (i) shall
not apply with respect to such specific provision.

(iii) For purposes of this subparagraph, the term “rebuilt multi-
family property” means a multifamily property of 4 or more stories
above ground level—

(I) that is rebuilt after the last day of the second fiscal
year that ends after the date of enactment of this section 1; and

(II) for which (a) housing assistance is used for such re-
building, or (b) a binding commitment is made, before com-
mencement of such rebuilding, to provide housing assistance
for the rebuilt property.

(C) After the expiration of the 180-day period beginning on the
date of enactment of this section 1, housing assistance may not be
used in connection with any other dwelling unit, unless the unit is
protected by a hard-wired or battery-operated smoke detector. For
purposes of this subparagraph, housing assistance shall be consid-
ered to be used in connection with a particular dwelling unit only
if such assistance is provided (i) for the particular unit, in the case
of assistance provided on a unit-by-unit basis, or (ii) for the multi-
family property in which the unit is located, in the case of assist-
ance provided on a structure-by-structure basis.

(d) REGULATIONS.—The Administrator of General Services, in
cooperation with the United States Fire Administration, the Na-
tional Institute of Standards and Technology, and the Department
of Defense, within 2 years after the date of enactment of this sec-
tionl, shall promulgate regulations to further define the term
“equivalent level of safety”, and shall, to the extent practicable,
base those regulations on nationally recognized codes.

(e) STATE AND LoOCAL AUTHORITY NOT LIMITED.—Nothing in
this section shall be construed to limit the power of any State or
political subdivision thereof to implement or enforce any law, rule,
regulation, or standard that establishes requirements concerning
fire prevention and control. Nothing in this section shall be con-
strued to reduce fire resistance requirements which otherwise
would have been required.

(f) PREFIRE PLAN.—The head of any Federal agency that owns,
leases, or operates a building or housing unit with Federal funds
shall invite the local agency or voluntary organization having re-
sponsibility for fire protection in the jurisdiction where the building
or housing unit is located to prepare, and biennially review, a
prefire plan for the building or housing unit.

(g) REPORTS TO CONGRESS.—(1) * * *,

(2) Within 10 years after the date of enactment of this sec-
tion 1, each Federal agency providing housing to Federal employees
or housing assistance shall submit a report to Congress on the
progress of that agency in implementing subsection (¢) and on
plans for continuing such implementation.

1The date of enactment was October 26, 1992.
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(3)(A) The National Institute of Standards and Technology
shall conduct a study and submit a report to Congress on the use,
in combination, of fire detection systems, fire suppression systems,
and compartmentation. Such study shall—

(i) quantify performance and reliability for fire detection
systems, fire suppression systems, and compartmentation, in-
cluding a field assessment of performance and determination of
conditions under which a reduction or elimination of 1 or more
of those systems would result in an unacceptable risk of fire
loss; and

(ii) include a comparative analysis and compartmentation
using fire resistive materials and compartmentation using non-
combustible materials.

(B) The National Institute of Standards and Technology shall
obtain funding from non-Federal sources in an amount equal to 25
percent of the cost of the study required by subparagraph (A).
Funding for the National Institute of Standards and Technology for
carrying out such study shall be derived from amounts otherwise
authorized to be appropriated, for the Building and Fire Research
Center at the National Institute of Standards and Technology, not
to exceed $750,000. The study shall commence until receipt of all
matching funds from non-Federal sources. The scope and extent of
the study shall be determined by the level of project funding. The
Institute shall submit a report to Congress on the study within 30
months after the date of enactment of this section 1.

(h) RELATION TO OTHER REQUIREMENTS.—In the implementa-
tion of this section, the process for meeting space needs in urban
areas shall continue to give first consideration to a centralized com-
munity business area and adjacent areas of similar character to the
extent of any Federal requirement therefor.

1The date of enactment was October 26, 1992.
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SEC. 2. [12 U.S.C. 4901] DEFINITIONS.

In this Act, the following definitions shall apply:

(1) ADJUSTABLE RATE MORTGAGE.—The term “adjustable
rate mortgage” means a residential mortgage that has an in-
terest rate that is subject to change.

(2) CANCELLATION DATE.—The term “cancellation date”
means—

(A) with respect to a fixed rate mortgage, at the option
of the mortgagor, the date on which the principal balance
of the mortgage—

(i) based solely on the initial amortization sched-
ule for that mortgage, and irrespective of the out-
standing balance for that mortgage on that date, is
first scheduled to reach 80 percent of the original
value of the property securing the loan; or

(i1) based solely on actual payments, reaches 80
percent of the original value of the property securing
the loan; and
(B) with respect to an adjustable rate mortgage, at the

option of the mortgagor, the date on which the principal

balance of the mortgage—

(i) based solely on amortization schedules for that
mortgage, and irrespective of the outstanding balance
for that mortgage on that date, is first scheduled to
reach 80 percent of the original value of the property
securing the loan; or
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(i1) based solely on actual payments, first reaches

80 percent of the original value of the property secur-

ing the loan.

(3) FIXED RATE MORTGAGE.—The term “fixed rate mort-
gage” means a residential mortgage that has an interest rate
that is not subject to change.

(4) GOOD PAYMENT HISTORY.—The term “good payment his-
tory” means, with respect to a mortgagor, that the mortgagor
has not—

(A) made a mortgage payment that was 60 days or
longer past due during the 12-month period beginning 24
months before the date on which the mortgage reaches the
cancellation date; or

(B) made a mortgage payment that was 30 days or
longer past due during the 12-month period preceding the
date on which the mortgage reaches the cancellation date.
(5) INITIAL AMORTIZATION SCHEDULE.—The term “initial

amortization schedule” means a schedule established at the
time at which a residential mortgage transaction is con-
summated with respect to a fixed rate mortgage, showing—

(A) the amount of principal and interest that is due at
regular intervals to retire the principal balance and ac-
crued interest over the amortization period of the loan;
and

(B) the unpaid principal balance of the loan after each
scheduled payment is made.

(6) MORTGAGE INSURANCE.—The term “mortgage insur-
ance” means insurance, including any mortgage guaranty in-
surance, against the nonpayment of, or default on, an individ-
ual mortgage or loan involved in a residential mortgage trans-
action.

(7) MORTGAGE INSURER.—The term “mortgage insurer”
means a provider of private mortgage insurance, as described
in this Act, that is authorized to transact such business in the
State in which the provider is transacting such business.

(8) MORTGAGEE.—The term “mortgagee” means the holder
of a residential mortgage at the time at which that mortgage
transaction is consummated.

(9) MORTGAGOR.—The term “mortgagor” means the origi-
nal borrower under a residential mortgage or his or her succes-
sors or assignees.

(10) ORIGINAL VALUE.—The term “original value”, with re-
spect to a residential mortgage, means the lesser of the sales
price of the property securing the mortgage, as reflected in the
contract, or the appraised value at the time at which the sub-
ject residential mortgage transaction was consummated.

(11) PRIVATE MORTGAGE INSURANCE.—The term “private
mortgage insurance” means mortgage insurance other than
mortgage insurance made available under the National Hous-
ing Act, title 38 of the United States Code, or title V of the
Housing Act of 1949.

(12) RESIDENTIAL MORTGAGE.—The term “residential mort-
gage” means a mortgage, loan, or other evidence of a security
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interest created with respect to a single-family dwelling that is
the primary residence of the mortgagor.

(13) RESIDENTIAL MORTGAGE TRANSACTION.—The term
“residential mortgage transaction” means a transaction con-
summated on or after the date that is 1 year after the date of
enactment of this Actl, in which a mortgage, deed of trust,
purchase money security interest arising under an installment
sales contract, or equivalent consensual security interest is cre-
ated or retained against a single-family dwelling that is the
primary residence of the mortgagor to finance the acquisition,
initial construction, or refinancing of that dwelling.

(14) SERVICER.—The term “servicer” has the same mean-
ing as in section 6(i)(2) of the Real Estate Settlement Proce-
dures Act of 1974, with respect to a residential mortgage.

(15) SINGLE-FAMILY DWELLING.—The term “single-family
dwelling” means a residence consisting of 1 family dwelling
unit.

(16) TERMINATION DATE.—The term “termination date”
means—

(A) with respect to a fixed rate mortgage, the date on
which the principal balance of the mortgage, based solely
on the initial amortization schedule for that mortgage, and
irrespective of the outstanding balance for that mortgage
on that date, is first scheduled to reach 78 percent of the
original value of the property securing the loan; and

(B) with respect to an adjustable rate mortgage, the
date on which the principal balance of the mortgage, based
solely on amortization schedules for that mortgage, and ir-
respective of the outstanding balance for that mortgage on
that date, is first scheduled to reach 78 percent of the
original value of the property securing the loan.

SEC. 3. [12 U.S.C. 4902] TERMINATION OF PRIVATE MORTGAGE INSUR-
ANCE.

(a) BORROWER CANCELLATION.—A requirement for private
mortgage insurance in connection with a residential mortgage
transaction shall be canceled on the cancellation date, if the
mortgagor—

(1) submits a request in writing to the servicer that can-
cellation be initiated,;

(2) has a good payment history with respect to the residen-
tial mortgage; and

(3) has satisfied any requirement of the holder of the mort-
gage (as of the date of a request under paragraph (1)) for—

(A) evidence (of a type established in advance and
made known to the mortgagor by the servicer promptly
upon receipt of a request under paragraph (1)) that the
value of the property securing the mortgage has not de-
clined below the original value of the property; and

(B) certification that the equity of the mortgagor in
the residence securing the mortgage is unencumbered by
a subordinate lien.

1The date of enactment was July 29, 1998.
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(b) AUTOMATIC TERMINATION.—A requirement for private mort-
gage insurance in connection with a residential mortgage trans-
action shall terminate with respect to payments for that mortgage
insurance made by the mortgagor—

(1) on the termination date if, on that date, the mortgagor
is current on the payments required by the terms of the resi-
dential mortgage transaction; or

(2) on the date after the termination date on which the
mortgagor becomes current on the payments required by the
terms of the residential mortgage transaction.

(c) FINAL TERMINATION.—If a requirement for private mortgage
insurance is not otherwise canceled or terminated in accordance
with subsection (a) or (b), in no case may such a requirement be
imposed beyond the first day of the month immediately following
the date that is the midpoint of the amortization period of the loan
if the mortgagor is current on the payments required by the terms
of the mortgage.

(d) No FURTHER PAYMENTS.—No payments or premiums may
be required from the mortgagor in connection with a private mort-
gage insurance requirement terminated or canceled under this
section—

(1) in the case of cancellation under subsection (a), more
than 30 days after the later of—

(A) the date on which a request under subsection (a)(1)
is received; or

(B) the date on which the mortgagor satisfies any evi-
dence and certification requirements under subsection

(a)(3);

(2) in the case of termination under subsection (b), more
than 30 days after the termination date or the date referred
to in subsection (b)(2), as applicable; and

(3) in the case of termination under subsection (c), more
than 30 days after the final termination date established under
that subsection.

(e) RETURN OF UNEARNED PREMIUMS.—

(1) IN GENERAL.—Not later than 45 days after the termi-
nation or cancellation of a private mortgage insurance require-
ment under this section, all unearned premiums for private
mortgage insurance shall be returned to the mortgagor by the
servicer.

(2) TRANSFER OF FUNDS TO SERVICER.—Not later than 30
days after notification by the servicer of termination or can-
cellation of private mortgage insurance under this Act with re-
spect to a mortgagor, a mortgage insurer that is in possession
of any unearned premiums of that mortgagor shall transfer to
the servicer of the subject mortgage an amount equal to the
amount of the unearned premiums for repayment in accord-
ance with paragraph (1).

(f) EXCEPTIONS FOR HIGH RISK LOANS.—

(1) IN GENERAL.—The termination and cancellation provi-
sions in subsections (a) and (b) do not apply to any residential
mortgage or mortgage transaction that, at the time at which
the residential mortgage transaction is consummated, has high
risks associated with the extension of the loan—



1417

HOMEOWNERS PROTECTION ACT OF 1998 Sec. 3

(A) as determined in accordance with guidelines pub-
lished by the Federal National Mortgage Association and
the Federal Home Loan Mortgage Corporation, in the case
of a mortgage loan with an original principal balance that
does not exceed the applicable annual conforming loan
limit for the secondary market established pursuant to sec-
tion 305(a)(2) of the Federal Home Loan Mortgage Cor-
poration Act, so as to require the imposition or continu-
ation of a private mortgage insurance requirement beyond
the terms specified in subsection (a) or (b) of section 3; or

(B) as determined by the mortgagee in the case of any
other mortgage, except that termination shall occur—

(1) with respect to a fixed rate mortgage, on the
date on which the principal balance of the mortgage,
based solely on the initial amortization schedule for
that mortgage, and irrespective of the outstanding bal-
ance for that mortgage on that date, is first scheduled
to reach 77 percent of the original value of the prop-
erty securing the loan; and

(i1) with respect to an adjustable rate mortgage,
on the date on which the principal balance of the
mortgage, based solely on amortization schedules for
that mortgage, and irrespective of the outstanding bal-
ance for that mortgage on that date, is first scheduled
to reach 77 percent of the original value of the prop-
erty securing the loan.

(2) TERMINATION AT MIDPOINT.—A private mortgage insur-
ance requirement in connection with a residential mortgage or
mortgage transaction described in paragraph (1) shall termi-
nate in accordance with subsection (c).

(3) RULE OF CONSTRUCTION.—Nothing in this subsection
may be construed to require a mortgage or mortgage trans-
action described in paragraph (1)(A) to be purchased by the
Federal National Mortgage Association or the Federal Home
Loan Mortgage Corporation.

(4) GAO REPORT.—Not later than 2 years after the date of
the enactment of this Act!, the Comptroller General of the
United States shall submit to the Congress a report describing
the volume and characteristics of residential mortgages and
residential mortgage transactions that, pursuant to paragraph
(1) of this subsection, are exempt from the application of sub-
sections (a) and (b). The report shall—

(A) determine the number or volume of such mort-
gages and transactions compared to residential mortgages
and residential mortgage transactions that are not classi-
fied as high-risk for purposes of paragraph (1); and

(B) identify the characteristics of such mortgages and
transactions that result in their classification (for purposes
of paragraph (1)) as having high risks associated with the
extension of the loan and describe such characteristics,
including—

1The date of enactment was July 29, 1998.
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(1) the income levels and races of the mortgagors
involved,;

(i1) the amount of the downpayments involved and
the downpayments expressed as percentages of the ac-
quisition costs of the properties involved;

(iii) the types and locations of the properties in-
volved;

(iv) the mortgage principal amounts; and

(v) any other characteristics of such mortgages
and transactions that may contribute to their classi-
fication as high risk for purposes of paragraph (1), in-
cluding whether such mortgages are purchase-money
mortgages or refinancings and whether and to what
extent such loans are low-documentation loans.

SEC. 4. [12 U.S.C. 4903] DISCLOSURE REQUIREMENTS.
(a) DISCLOSURES FOR NEW MORTGAGES AT TIME OF TRANS-
ACTION.—

(1) DISCLOSURES FOR NON-EXEMPTED TRANSACTIONS.—In
any case in which private mortgage insurance is required in
connection with a residential mortgage or mortgage transaction
(other than a mortgage or mortgage transaction described in
section 3(f)(1)), at the time at which the transaction is con-
summated, the mortgagee shall provide to the mortgagor—

(A) if the transaction relates to a fixed rate
mortgage—

(1) a written initial amortization schedule; and

(i1) written notice—

(I) that the mortgagor may cancel the require-
ment in accordance with section 3(a) of this Act
indicating the date on which the mortgagor may
request cancellation, based solely on the initial
amortization schedule;

(IT) that the mortgagor may request cancella-
tion in accordance with section 3(a) of this Act
earlier than provided for in the initial amortiza-
tion schedule, based on actual payments;

(IIT) that the requirement for private mort-
gage insurance will automatically terminate on
the termination date in accordance with section
3(b) of this Act, and what that termination date is
with respect to that mortgage; and

(IV) that there are exemptions to the right to
cancellation and automatic termination of a re-
quirement for private mortgage insurance in ac-
cordance with section 3(f) of this Act, and whether
such an exemption applies at that time to that
transaction; and

(B) if the transaction relates to an adjustable rate
mortgage, a written notice that—

(1) the mortgagor may cancel the requirement in
accordance with section 3(a) of this Act on the can-
cellation date, and that the servicer will notify the
mortgagor when the cancellation date is reached;
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(i1) the requirement for private mortgage insur-
ance will automatically terminate on the termination
date, and that on the termination date, the mortgagor
will be notified of the termination or that the require-
ment will be terminated as soon as the mortgagor is
current on loan payments; and

(iii) there are exemptions to the right of cancella-
tion and automatic termination of a requirement for
private mortgage insurance in accordance with section
3(f) of this Act, and whether such an exemption ap-
plies at that time to that transaction.

(2) DISCLOSURES FOR EXCEPTED TRANSACTIONS.—In the
case of a mortgage or mortgage transaction described in section
3()(1), at the time at which the transaction is consummated,
the mortgagee shall provide written notice to the mortgagor
that in no case may private mortgage insurance be required
beyond the date that is the midpoint of the amortization period
of the loan, if the mortgagor is current on payments required
by the terms of the residential mortgage.

(3) ANNUAL DISCLOSURES.—If private mortgage insurance
is required in connection with a residential mortgage trans-
action, the servicer shall disclose to the mortgagor in each such
transaction in an annual written statement—

(A) the rights of the mortgagor under this Act to can-
cellation or termination of the private mortgage insurance
requirement; and

(B) an address and telephone number that the mortga-
gor may use to contact the servicer to determine whether
the mortgagor may cancel the private mortgage insurance.
(4) APPLICABILITY.—Paragraphs (1) through (3) shall apply

with respect to each residential mortgage transaction con-

summated on or after the date that is 1 year after the date of
enactment of this Act.!

(b) DISCLOSURES FOR EXISTING MORTGAGES.—If private mort-
gage insurance was required in connection with a residential mort-
gage entered into at any time before the effective date of this Act,
the servicer shall disclose to the mortgagor in each such trans-
action in an annual written statement—

(1) that the private mortgage insurance may, under certain
circumstances, be canceled by the mortgagor (with the consent
of (‘;he mortgagee or in accordance with applicable State law);
an

(2) an address and telephone number that the mortgagor
may use to contact the servicer to determine whether the mort-
gagor may cancel the private mortgage insurance.

(¢c) INCLUSION IN OTHER ANNUAL NOTICES.—The information
and disclosures required under subsection (b) and paragraphs
(1)(B) and (3) of subsection (a) may be provided on the annual dis-
closure relating to the escrow account made as required under the
Real Estate Settlement Procedures Act of 1974, or as part of the
annual disclosure of interest payments made pursuant to Internal

1The date of enactment was July 29, 1998.
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Revenue Service regulations, and on a form promulgated by the In-
ternal Revenue Service for that purpose.

(d) STANDARDIZED FORMS.—The mortgagee or servicer may use
standardized forms for the provision of disclosures required under
this section.

SEC. 5. [12 U.S.C. 4904] NOTIFICATION UPON CANCELLATION OR TER-
MINATION.

(a) IN GENERAL.—Not later than 30 days after the date of can-
cellation or termination of a private mortgage insurance require-
ment in accordance with this Act, the servicer shall notify the
mortgagor in writing—

(1) that the private mortgage insurance has terminated
and that the mortgagor no longer has private mortgage insur-
ance; and

(2) that no further premiums, payments, or other fees shall
be due or payable by the mortgagor in connection with the pri-
vate mortgage insurance.

(b) NOTICE OF GROUNDS.—

(1) IN GENERAL.—If a servicer determines that a mortgage
did not meet the requirements for termination or cancellation
of private mortgage insurance under subsection (a) or (b) of
section 3, the servicer shall provide written notice to the mort-
gagor of the grounds relied on to make the determination (in-
cluding the results of any appraisal used to make the deter-
mination).

(2) TiMING.—Notice required by paragraph (1) shall be
provided—

(A) with respect to cancellation of private mortgage in-
surance under section 3(a), not later than 30 days after the
later of—

(i) the date on which a request is received under
section 3(a)(1); or

(ii) the date on which the mortgagor satisfies any
evidence and certification requirements under section

3(a)(3); and

(B) with respect to termination of private mortgage in-
surance under section 3(b), not later than 30 days after the
scheduled termination date.

SEC. 6. [12 U.S.C. 4905] DISCLOSURE REQUIREMENTS FOR LENDER
PAID MORTGAGE INSURANCE.

(a) DEFINITIONS.—For purposes of this section—

(1) the term “borrower paid mortgage insurance” means
private mortgage insurance that is required in connection with
a residential mortgage transaction, payments for which are
made by the borrower;

(2) the term “lender paid mortgage insurance” means pri-
vate mortgage insurance that is required in connection with a
residential mortgage transaction, payments for which are made
by a person other than the borrower; and

(3) the term “loan commitment” means a prospective mort-
gagee’s written confirmation of its approval, including any ap-
plicable closing conditions, of the application of a prospective
mortgagor for a residential mortgage loan.
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(b) EXcLUSION.—Sections 3 through 5 do not apply in the case
of lender paid mortgage insurance.

(¢) NOTICES TO MORTGAGOR.—In the case of lender paid mort-
gage insurance that is required in connection with a residential
mortgage or a residential mortgage transaction—

(1) not later than the date on which a loan commitment is
made for the residential mortgage transaction, the prospective
mortgagee shall provide to the prospective mortgagor a written
notice—

(A) that lender paid mortgage insurance differs from
borrower paid mortgage insurance, in that lender paid
mortgage insurance may not be canceled by the mortgagor,
while borrower paid mortgage insurance could be
cancelable by the mortgagor in accordance with section
3(a) of this Act, and could automatically terminate on the
:c:rmination date in accordance with section 3(b) of this

ct;

(B) that lender paid mortgage insurance—

(1) usually results in a residential mortgage hav-
ing a higher interest rate than it would in the case of
borrower paid mortgage insurance; and

(i1) terminates only when the residential mortgage
is refinanced, paid off, or otherwise terminated; and
(C) that lender paid mortgage insurance and borrower

paid mortgage insurance both have benefits and disadvan-
tages, including a generic analysis of the differing costs
and benefits of a residential mortgage in the case lender
paid mortgage insurance versus borrower paid mortgage
insurance over a 10-year period, assuming prevailing in-
terest and property appreciation rates;

(D) that lender paid mortgage insurance may be tax-
deductible for purposes of Federal income taxes, if the
mortgagor itemizes expenses for that purpose; and
(2) not later than 30 days after the termination date that

would apply in the case of borrower paid mortgage insurance,
the servicer shall provide to the mortgagor a written notice in-
dicating that the mortgagor may wish to review financing op-
tions that could eliminate the requirement for private mort-
gage insurance in connection with the residential mortgage.

(d) STANDARD FOorRMS.—The servicer of a residential mortgage
may develop and use a standardized form or forms for the provision
of notices to the mortgagor, as required under subsection (c).

SEC. 7. [12 U.S.C. 4906] FEES FOR DISCLOSURES.

No fee or other cost may be imposed on any mortgagor with
respect to the provision of any notice or information to the mortga-
gor pursuant to this Act.

SEC. 8. [12 U.S.C. 4907] CIVIL LIABILITY.

(a) IN GENERAL.—Any servicer, mortgagee, or mortgage insurer
that violates a provision of this Act shall be liable to each mortga-
gor to whom the violation relates for—

(1) in the case of an action by an individual, or a class ac-
tion in which the liable party is not subject to section 10, any
actual damages sustained by the mortgagor as a result of the
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violation, including interest (at a rate determined by the court)
on the amount of actual damages, accruing from the date on
which the violation commences;

(2) in the case of—

(A) an action by an individual, such statutory damages
as the court may allow, not to exceed $2,000; and

(B) in the case of a class action—

(i) in which the liable party is subject to section
10, such amount as the court may allow, except that
the total recovery under this subparagraph in any
class action or series of class actions arising out of the
same violation by the same liable party shall not ex-
ceed the lesser of $500,000 or 1 percent of the net
worth of the liable party, as determined by the court;
and

(i) in which the liable party is not subject to sec-
tion 10, such amount as the court may allow, not to
exceed $1,000 as to each member of the class, except
that the total recovery under this subparagraph in any
class action or series of class actions arising out of the
same violation by the same liable party shall not ex-
ceed the lesser of $500,000 or 1 percent of the gross
revenues of the liable party, as determined by the
court;

(3) costs of the action; and

(4) reasonable attorney fees, as determined by the court.
(b) TIMING OF ACTIONS.—No action may be brought by a mort-

gagor under subsection (a) later than 2 years after the date of the
discovery of the violation that is the subject of the action.
(c) LIMITATIONS ON LIABILITY.—

(1) IN GENERAL.—With respect to a residential mortgage
transaction, the failure of a servicer to comply with the re-
quirements of this Act due to the failure of a mortgage insurer
or a mortgagee to comply with the requirements of this Act,
shall not be construed to be a violation of this Act by the
servicer.

(2) RULE OF CONSTRUCTION.—Nothing in paragraph (1)
shall be construed to impose any additional requirement or li-
ability on a mortgage insurer, a mortgagee, or a holder of a
residential mortgage.

SEC. 9. [12 U.S.C. 49081 EFFECT ON OTHER LAWS AND AGREEMENTS.
(a) EFFECT ON STATE LAW.—

(1) IN GENERAL.—With respect to any residential mortgage
or residential mortgage transaction consummated after the ef-
fective date of this Act, and except as provided in paragraph
(2), the provisions of this Act shall supersede any provisions of
the law of any State relating to requirements for obtaining or
maintaining private mortgage insurance in connection with
residential mortgage transactions, cancellation or automatic
termination of such private mortgage insurance, any disclosure
of information addressed by this Act, and any other matter
specifically addressed by this Act.

(2) PROTECTION OF EXISTING STATE LAWS.—



1483 HOMEOWNERS PROTECTION ACT OF 1998 Sec. 10

(A) IN GENERAL.—The provisions of this Act do not su-
persede protected State laws, except to the extent that the
protected State laws are inconsistent with any provision of
this Act, and then only to the extent of the inconsistency.

(B) INCONSISTENCIES.—A protected State law shall not
be considered to be inconsistent with a provision of this
Act if the protected State law—

(i) requires termination of private mortgage insur-
ance or other mortgage guaranty insurance—

(I) at a date earlier than as provided in this

Act; or

(II) when a mortgage principal balance is
achieved that is higher than as provided in this

Act; or

(i1) requires disclosure of information—

(I) that provides more information than the
information required by this Act; or

(II) more often or at a date earlier than is re-
quired by this Act.

(C) PROTECTED STATE LAWS.—For purposes of this
%)aragraph, the term “protected State law” means a State
aw—

(i) regarding any requirements relating to private
mortgage insurance in connection with residential
mortgage transactions;

(11) that was enacted not later than 2 years after
the date of the enactment of this Actl; and

(1i1) that is the law of a State that had in effect,
on or before January 2, 1998, any State law described
in clause (i).

(b) EFFECT ON OTHER AGREEMENTS.—The provisions of this Act
shall supersede any conflicting provision contained in any agree-
ment relating to the servicing of a residential mortgage loan en-
tered into by the Federal National Mortgage Association, the Fed-
eral Home Loan Mortgage Corporation, or any private investor or
note holder (or any successors thereto).

SEC. 10. [12 U.S.C. 49091 ENFORCEMENT.
(a) IN GENERAL.—Compliance with the requirements imposed
under this Act shall be enforced under—
(1) section 8 of the Federal Deposit Insurance Act—

(A) by the appropriate Federal banking agency (as de-
fined in section 3(q) of the Federal Deposit Insurance Act)
in the case of insured depository institutions (as defined in
section 3(c)(2) of such Act);

(B) by the Federal Deposit Insurance Corporation in
the case of depository institutions described in clause (i),
(i1), or (iii) of section 19(b)(1)(A) of the Federal Reserve Act
that are not insured depository institutions (as defined in
section 3(c)(2) of the Federal Deposit Insurance Act); and

(C) by the Director of the Office of Thrift Supervision
in the case of depository institutions described in clause (v)
and or (vi) of section 19(b)(1)(A) of the Federal Reserve Act

1The date of enactment was July 29, 1998.
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that are not insured depository institutions (as defined in

section 3(c)(2) of the Federal Deposit Insurance Act);

(2) the Federal Credit Union Act, by the National Credit
Union Administration Board in the case of depository institu-
tions described in clause (iv) of section 19(b)(1)(A) of the Fed-
eral Reserve Act; and

(3) part C of title V of the Farm Credit Act of 1971 (12
U.S.C. 2261 et seq.), by the Farm Credit Administration in the
case of an institution that is a member of the Farm Credit Sys-
tem.

(b) ADDITIONAL ENFORCEMENT POWERS.—

(1) VIOLATION OF THIS ACT TREATED AS VIOLATION OF
OTHER ACTS.—For purposes of the exercise by any agency re-
ferred to in subsection (a) of such agency’s powers under any
Act referred to in such subsection, a violation of a requirement
imposed under this Act shall be deemed to be a violation of a
requirement imposed under that Act.

(2) ENFORCEMENT AUTHORITY UNDER OTHER ACTS.—In ad-
dition to the powers of any agency referred to in subsection (a)
under any provision of law specifically referred to in such sub-
section, each such agency may exercise, for purposes of enforc-
ing compliance with any requirement imposed under this Act,
any other authority conferred on such agency by law.

(c) ENFORCEMENT AND REIMBURSEMENT.—In carrying out its
enforcement activities under this section, each agency referred to
in subsection (a) shall—

(1) notify the mortgagee or servicer of any failure of the
mortgagee or servicer to comply with 1 or more provisions of
this Act;

(2) with respect to each such failure to comply, require the
mortgagee or servicer, as applicable, to correct the account of
the mortgagor to reflect the date on which the mortgage insur-
ance should have been canceled or terminated under this Act;
and

(3) require the mortgagee or servicer, as applicable, to re-
imburse the mortgagor in an amount equal to the total un-
earned premiums paid by the mortgagor after the date on
vAvhich the obligation to pay those premiums ceased under this

ct.

SEC. 11. [12 U.S.C. 4910] CONSTRUCTION.

(a) PMI NoT REQUIRED.—Nothing in this Act shall be con-
strued to impose any requirement for private mortgage insurance
in connection with a residential mortgage transaction.

(b) No PRECLUSION OF CANCELLATION OR TERMINATION AGREE-
MENTS.—Nothing in this Act shall be construed to preclude can-
cellation or termination, by agreement between a mortgagor and
the holder of the mortgage, of a requirement for private mortgage
insurance in connection with a residential mortgage transaction be-
fore the cancellation or termination date established by this Act for
the mortgage.

SEC. 12. AMENDMENT TO HIGHER EDUCATION ACT OF 1965.

* k *k & * k *k
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SEC. 13. [12 U.S.C. 4901 note] EFFECTIVE DATE.
This Act, other than section 14, shall become effective 1 year
after the date of enactment of this Act.1

SEC. 14. ABOLISHMENT OF THE THRIFT DEPOSITOR PROTECTION
OVERSIGHT BOARD.

* * * * * * *

1The date of enactment was July 29, 1998.



