§1709-1a

§1709-1a. State constitutional and legal limits
upon interest chargeable on loans, mort-
gages, or other interim financing arrange-
ments; applicability; covered arrangements

(a) The provisions of the constitution of any
State expressly limiting the amount of interest
which may be charged, taken, received, or re-
served by certain classes of lenders and the pro-
visions of any law of that State expressly limit-
ing the amount of interest which may be
charged, taken, received, or reserved shall not
apply to—

(1) any loan or mortgage which is secured by

a one- to four-family dwelling and which is (A)

insured under title I or II [12 U.S.C. 1702 et seq.

or 1707 et seq.] of the National Housing Act, or

(B) insured, guaranteed, or made under chap-

ter 37 of title 38; or

(2) any temporary construction loan or other
interim financing if at the time such loan is
made or financing is arranged, the intention
to obtain permanent financing substantially
by means of loans or mortgages so insured,
guaranteed, or made is declared.

(b) The provisions of this section shall apply
to such loans, mortgages, or other interim fi-
nancing made or executed in any State until the
effective date (after June 30, 1976) of a provision
of law of that State limiting the amount of in-
terest which may be charged, taken, received, or
reserved on such loans, mortgages, or financing.
(Pub. L. 94-324, §8, June 30, 1976, 90 Stat. 722.)

REFERENCES IN TEXT

The National Housing Act, referred to in subsec.
(a)(1), is act June 27, 1934, ch. 847, 48 Stat. 1246, as
amended. Titles I and II of the National Housing Act
are classified generally to subchapters I (§1702 et seq.)
and II (§1707 et seq.), respectively, of this chapter. For

complete classification of this Act to the Code, see sec-
tion 1701 of this title and Tables.

CODIFICATION
Section was enacted as part of the Veterans Housing

Amendments Act of 1976, and not as part of the Na-
tional Housing Act which comprises this chapter.

EFFECTIVE DATE
Section effective June 30, 1976, see section 9(a) of Pub.

L. 94-324, set out as a note under section 3701 of Title
38, Veterans’ Benefits.

§1709-2. Equity skimming; penalty; persons lia-
ble; one dwelling exemption

Whoever, with intent to defraud, willfully en-
gages in a pattern or practice of—

(1) purchasing one- to four-family dwellings
(including condominiums and cooperatives)
which are subject to a loan in default at time
of purchase or in default within one year sub-
sequent to the purchase and the loan is se-
cured by a mortgage or deed of trust insured
or held by the Secretary of Housing and Urban
Development or guaranteed by the Depart-
ment of Veterans Affairs, or the loan is made
by the Department of Veterans Affairs,

(2) failing to make payments under the
mortgage or deed of trust as the payments be-
come due, regardless of whether the purchaser
is obligated on the loan, and

(3) applying or authorizing the application of
rents from such dwellings for his own use,
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shall be fined not more than $250,000 or impris-
oned not more than 5 years, or both. This sec-
tion shall apply to a purchaser of such a dwell-
ing, or a beneficial owner under any business or-
ganization or trust purchasing such dwelling, or
to an officer, director, or agent of any such pur-
chaser. Nothing in this section shall apply to
the purchaser of only one such dwelling.

(Pub. L. 91-609, title IX, §912, Dec. 31, 1970, 84
Stat. 1814; Pub. L. 100-242, title IV, §416(a), Feb.
5, 1988, 101 Stat. 1907; Pub. L. 102-54, §13(d)(1),
June 13, 1991, 105 Stat. 274.)

CODIFICATION

Section was enacted as part of the Housing and Urban
Development Act of 1970, and not as part of the Na-
tional Housing Act which comprises this chapter.

AMENDMENTS

1991—Par. (1). Pub. L. 102-54 substituted ‘‘Department
of Veterans Affairs’ for ‘‘Veterans’ Administration’ in
two places.

1988—Pub. L. 100-242 inserted parenthetical reference
to condominiums and cooperatives in par. (1), sub-
stituted ‘‘due, regardless of whether the purchaser is
obligated on the loan” for ‘‘due’ in par. (2), and sub-
stituted “$250,000”" for ‘‘$5,000”" and ‘5> for ‘‘three’ in
closing provisions.

§1709a. Determination of loan-to-value ratios

The Secretary of Housing and Urban Develop-
ment, in establishing maximum loan-to-value
ratios for mortgages insured by him under the
National Housing Act [12 U.S.C. 1701 et seq.], as
amended by sections 101, 102, and 103 of this Act,
shall determine that such ratios are in the pub-
lic interest after taking into consideration (1)
the effect of such ratios on the national econ-
omy and on conditions in the building industry,
and (2) the availability or unavailability of resi-
dential mortgage credit assisted under the Serv-
icemen’s Readjustment Act of 1944, as amended.

(Pub. L. 85-104, title I, §104, July 12, 1957, 71 Stat.
296; Pub. L. 90-19, §14(a), May 25, 1967, 81 Stat.
24.)

REFERENCES IN TEXT

The National Housing Act, referred to in text, is act
June 27, 1934, ch. 847, 48 Stat. 1246, as amended, which
is classified principally to this chapter (§1701 et seq.).
For complete classification of this Act to the Code, see
section 1701 of this title and Tables.

Amendments by sections 101, 102, and 103 of this act,
referred to in text, refers to amendment of sections
1709(b), (1), 17156k(d)(3), and 1716m(b) of this title by Pub.
L. 85-104.

The Servicemen’s Readjustment Act of 1944, as
amended, referred to in text, is act June 22, 1944, ch.
268, 58 Stat. 284, as amended, which was classified gen-
erally to chapter 11C (§§693 to 697g) of former Title 38,
Pensions, Bonuses, and Veterans’ Relief, and which was
repealed by section 14(87) of Pub. L. 85-857, Sept. 2, 1958,
72 Stat. 1273, the first section of which enacted Title 38,
Veterans’ Benefits. For distribution of sections 693 to
697g of former Title 38 to Title 38, Veterans’ Benefits,
see Table preceding section 101 of Title 38, Veterans’
Benefits.

CODIFICATION

Section was enacted as part of the Housing Act of
1957, and not as part of the National Housing Act which
comprises this chapter.
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AMENDMENTS

1967—Pub. L. 90-19 substituted ‘‘Secretary of Housing
and Urban Development’ for ‘‘Federal Housing Com-
missioner”.

§1709b. Repealed. Pub. L. 85-364, §6, Apr. 1, 1958,
72 Stat. 77

Section, Pub. L. 85-104, title VI, §605, July 12, 1957, 71
Stat. 305, authorized Federal Housing Commissioner
and Administrator of Veterans’ Affairs to fix reason-
able limits on charges, fees, and discounts imposed
upon builders, sellers, or purchasers.

§1710. Payment of insurance

(a) In general
(1) Authorized claims procedures

The Secretary may, in accordance with this
subsection and terms and conditions pre-
scribed by the Secretary, pay insurance bene-
fits to a mortgagee for any mortgage insured
under section 1709 of this title through any of
the following methods:

(A) Assignment of mortgage

The Secretary may pay insurance benefits
whenever a mortgage has been in a mone-
tary default for not less than 3 full monthly
installments or whenever the mortgagee is
entitled to foreclosure for a nonmonetary
default. Insurance benefits shall be paid pur-
suant to this subparagraph only upon the as-
signment, transfer, and delivery to the Sec-
retary of—

(i) all rights and interests arising under
the mortgage;

(ii) all claims of the mortgagee against
the mortgagor or others arising out of the
mortgage transaction;

(iii) title evidence satisfactory to the
Secretary; and

(iv) such records relating to the mort-
gage transaction as the Secretary may re-
quire.

(B) Conveyance of title to property

The Secretary may pay insurance benefits
if the mortgagee has acquired title to the
mortgaged property through foreclosure or
has otherwise acquired such property from
the mortgagor after a default upon—

(i) the prompt conveyance to the Sec-
retary of title to the property which meets
the standards of the Secretary in force at
the time the mortgage was insured and
which is evidenced in the manner provided
by such standards; and

(ii) the assignment to the Secretary of
all claims of the mortgagee against the
mortgagor or others, arising out of mort-
gage transaction or foreclosure proceed-
ings, except such claims as may have been
released with the consent of the Secretary.

The Secretary may permit the mortgagee to
tender to the Secretary a satisfactory con-
veyance of title and transfer of possession
directly from the mortgagor or other appro-
priate grantor, and may pay to the mortga-
gee the insurance benefits to which it would
otherwise be entitled if such conveyance had
been made to the mortgagee and from the
mortgagee to the Secretary.

(C) Claim without conveyance of title

The Secretary may pay insurance benefits
upon sale of the mortgaged property at fore-
closure where such sale is for at least the
fair market value of the property (with ap-
propriate adjustments), as determined by
the Secretary, and upon assignment to the
Secretary of all claims referred to in clause
(ii) of subparagraph (B).

(D) Preforeclosure sale

The Secretary may pay insurance benefits
upon the sale of the mortgaged property by
the mortgagor after default and the assign-
ment to the Secretary of all claims referred
to in clause (ii) of subparagraph (B), if—

(i) the sale of the mortgaged property
has been approved by the Secretary;

(ii) the mortgagee receives an amount at
least equal to the fair market value of the
property (with appropriate adjustments),
as determined by the Secretary; and

(iii) the mortgagor has received an ap-
propriate disclosure, as determined by the
Secretary.

(2) Payment for loss mitigation

The Secretary may pay insurance benefits to
the mortgagee to recompense the mortgagee
for all or part of any costs of the mortgagee
for taking loss mitigation actions that provide
an alternative to foreclosure of a mortgage
that is in default (including but not limited to
actions such as special forbearance, loan modi-
fication, and deeds in lieu of foreclosure, but
not including assignment of mortgages to the
Secretary under paragraph (1)(A)). No actions
taken under this paragraph, nor any failure to
act under this paragraph, by the Secretary or
by a mortgagee shall be subject to judicial re-
view.

(3) Determination of claims procedure

The Secretary shall publish guidelines for
determining which of the procedures for pay-
ment of insurance under paragraph (1) are
available to a mortgagee when it claims insur-
ance benefits. At least one of the procedures
for payment of insurance benefits specified in
paragraph (1)(A) or (1)(B) shall be available to
a mortgagee with respect to a mortgage, but
the same procedure shall not be required to be
available for all of the mortgages held by a
mortgagee.

(4) Servicing of assigned mortgages

If a mortgage is assigned to the Secretary
under paragraph (1)(A), the Secretary may
permit the assigning mortgagee or its servicer
to continue to service the mortgage for rea-
sonable compensation and on terms and condi-
tions determined by the Secretary. Neither
the Secretary nor any servicer of the mort-
gage shall be required to forbear from collec-
tion of amounts due under the mortgage or
otherwise pursue loss mitigation measures.

(5) Calculation of insurance benefits

Insurance benefits shall be paid in accord-

ance with section 1735d of this title and shall

be equal to the original principal obligation of
the mortgage (with such additions and deduc-
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