
16.81 Residential mortgage interest reduction program.

1. The authority shall initiate a residential mortgage interest reduction program to reduce the interest costs on
groups of mortgage loans. The authority shall use the money specially appropriated to operate this program,
and the authority may use moneys declared to be surplus as provided in section 16.10, subsection 1, or
moneys obtained from grants, gifts, bequests, contributions, and other uncommitted funds to operate this
program.

2. Each mortgage loan included in this program shall be for the purpose of acquiring a single-family dwelling
to be occupied by the owner of that dwelling, or a two-family dwelling where the owner will occupy one of
the units. The authority shall adopt rules establishing the maximum purchase prices for both single-family
dwellings and two-family dwellings in order to be included in a particular group of mortgages. These
maximum purchase prices shall not exceed the maximum prices established by section 103A, Internal
Revenue Code. These rules shall only apply to mortgages financed from the sale of tax-exempt bonds.

3. The interest reduction established by the authority for a group of loans shall meet the requirements of this
subsection. The interest rate of a loan shall be reduced for a period not to exceed five years. The interest rate
of a loan during the first year shall be reduced by not less than three percent and not more than five percent.
The amount of the reduction in the interest rate of the loan in each subsequent year of the reduction period, if
there are any subsequent years, shall be equal to the percent reduction in the first year multiplied times a
fraction which has as its denominator the total number of years of the interest reduction period and has as its
numerator the number of years remaining in the interest reduction period at the beginning of the subsequent
year. For purposes of this subsection the first year of the interest reduction period starts on the date the loan is
closed and ends eleven months after the date of the first monthly payment.

4. The authority shall implement this program by allocating a specified amount of money to reduce the
interest rate on some or all of the mortgage loans purchased. The authority shall pay for the interest reduction
on a group of loans to mortgage lenders, mortgage purchasers, or investors at the same time that it purchases
that group of loans. For each bond issue using this program the authority shall establish the interest rate
reductions it will purchase, the amount the authority will pay for the interest rate reductions, and the method
of determining which of the eligible loans will be reduced.
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