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bond financing or for other reasons ac-
ceptable to the Secretary. Except as
provided in this paragraph (e), a mort-
gage funded through tax-exempt bond
financing shall comply with all form
requirements prescribed under
§203.17(a) of this part and shall contain
no other provisions designed to enforce
compliance with Federal or State re-
quirements for tax-exempt bond fi-
nancing. Other legal restrictions on
conveyance are permitted as provided
in other paragraphs of this section.

(f) Ezxception for protective covenants
excluding mon-elderly. Mortgaged prop-
erty may be subject to protective cov-
enants which prohibit or restrict occu-
pancy by, or transfer to, persons who
are not elderly if:

(1) The restrictions do not have an
undue effect on marketability; and

(2) The restrictions do not constitute
illegal discrimination and are con-
sistent with the Fair Housing Act and
all other applicable nondiscrimination
laws.

(g) Exceptions for specific jurisdictions.
Notwithstanding the provisions of
paragraph (b) of this section, mort-
gages insured on certain Indian land or
Hawaiian home lands under sections
247 and 248 of the National Housing Act
and §§203.43h and 203.43i of this part, or
on property in the Northern Mariana
Islands or American Samoa, shall not
be ineligible for insurance under this
section solely because applicable law
does not permit free alienability of
title to all persons.

[68 FR 42648, Aug. 11, 1993; 59 FR 15112, Mar.
31, 1994]

§203.42 Rental properties.

(a) A mortgage on property upon
which there is a dwelling to be rented
by the mortgagor shall not be eligible
for insurance if the property is a part
of, or adjacent or contiguous to, a
project, or group of similar rental prop-
erties, in which the mortgagor has a fi-
nancial interest in eight or more dwell-
ing units.

(b) Paragraph (a) of this section shall
not apply where:

(1) A mortgage qualifies as a rehabili-
tation loan under §203.50 of this part;

(2) The mortgage is to be used for the
rehabilitation of property located in a
specific area or neighborhood that has

§203.43

been targeted by a State or local gov-
ernment for redevelopment, in accord-
ance with a specific program that in-
volves substantial public or private
commitments in support of neighbor-
hood improvement or redevelopment;
and

(3) The State or local government has
approved, and has submitted to the
Commissioner a plan describing the
program of neighborhood redevelop-
ment and revitalization, including the
geographic area targeted for redevelop-
ment, and the nature and proportion of
public or private commitments that
have been made in support of the rede-
velopment program.

(c) No two-, three-, or four-family
dwelling, and no single-family dwell-
ing, if it is part of a group of five or
more single-family dwellings held by
the same mortgagor, or any part or
unit thereof, shall be rented or offered
for rent for transient or hotel purposes,
as defined in §203.16, so long as the
dwelling is subject to any insured
mortgage.

[66 FR 27692, June 17, 1991, as amended at 61
FR 36264, July 9, 1996]

§203.43 Eligibility
type mortgages.

(a) A mortgage which meets the re-
quirements of this subpart, except as
modified by this section, shall be eligi-
ble for insurance under this subpart
subject to compliance with the addi-
tional requirements of this section.

(b) The mortgage may be accepted for
insurance if:

(1) Executed in connection with the
sale by the Government, or any agency
or official thereof, of any housing ac-
quired or constructed under Public
Law 849, Seventy-sixth Congress, as
amended; Public Law 781, Seventy-
sixth Congress, as amended; or Public
Law 9, 73 or 353, Seventy-seventh Con-
gress, as amended (including any prop-
erty acquired, held or constructed in
connection with such housing or to
serve the inhabitants thereof); or

(2) Executed in connection with the
sale by the Public Housing Administra-
tion, or by any public housing agency
with the approval of the said Adminis-
tration, or any housing (including any
property acquired, held or constructed
in connection with such housing or to
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