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407A S [ 1977 c.383 § 1; 1981 c.565 § 3; 1983 c.445 § 5; 
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407A5S [ 1977 x383 § 3; 1983 c.445 § 6; renumbered
407.2351

407.060 [ Repealed by 1971 c.743 § 4321
407M [ 1977 x383 § 4; 1983 c.445 § 7; renumbered

4072451

407.083 [1981 x387 § 1; 1982 s. a. 1 c.11 § 14; renumbered
407.305] 

407AM 11979 c.176 § 3; renumbered 407.2651

407.070 [ Amended by 1955 c.151 § l; 1957 c.125 § 3; 
1969 c.615 § 5; 1971 x221 §5; 1975 x219 §3; 1977 x676 § 4; 
1981 c.387 § 2; 1982 s. s. 1 all §17; renumbered 407.2751

407072 [ 1969 x615 0; 1971 x221 § 6; 1975 x219 § 4; 
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GENERAL PROVISIONS

407.075 Purpose; legislative intent. (1) 
The provisions of this chapter are intended
to carry out the purposes of Article XI -A of
the Oregon Constitution. The Legislative As- 
sembly recognizes that its authority to define
the scope and purpose of this chapter is lim- 
ited by the purposes expressed in Article
XI -A. 

2) The primary purpose of this chapter
is to provide loan funds to qualifying Oregon
veterans for the acquisition or improvement
of farms and homes. The Legislative Assem- 

bly does not intend, by any past or present
enactment, to establish as a principal ppur- 

pose of this chapter the providing of subsi- 
dized energy financing. [ 1983 x446 §91

Note: 407.075 was enacted into law by the Legisla- 
tive Assembly but was not added to or made a part of
ORS chapter 407 or any series therein by legislative
action. See Preface to Oregon Revised Statutes for fur- 
ther explanation. 

407.076 [ 1955 x102 §§4, 5, 6; 1969 x433 § 1, 1979 a35
l; 1979 x238 §2; renumbered 407.4751

407A98

407A80 [ Amended by 1975 c.219 § 6; renumbered
407.1351

407.085 Definitions. ( 1) As used in sec- 
tion 1, Article XI -A, Oregon Constitution, 
and in this chapter, for the purposes of ad- 
ministration, " acquisition" means: 

a) Purchase and improvement of a home
or farm. 

b) Payment of the balance of the pur- 
chase price and interest on a purchase con- 
tract, and the improvement of property
thereby acquired. 

c) Refinancing of an existing purchase - 
money mortgage or mortgage in the nature
thereof, and the improvement of property
thereby purchased. 

d) Improvement of a home or farm. 

2) As used in Article XI -A, Oregon Con- 
stitution, and in ORS 407.165, 407.415, 
407.495 and 407.515 to 407.575, " bond" in- 
cludes, but is not limited to, serial bonds, 
term bonds, notes and other evidence of

indebtedness. 

3) As used in this chapter: 

a) " Director" means Director of Veter- 
ans' Affairs. 

b) " Committee" means the Advisory
Committee provided for by ORS 406.210. 

c) " Home" means any residential -type
structure, including outbuildings and the real
property in connection with it, if any, in- 
cluding long -term leaseholds, which is estab- 
lished, maintained and used primarily as a
principal residence by the veteran. 

d) " Improvement" means new con- 

struction or any necessary or beneficial ad- 
ditions, alterations or changes appurtenant
to the home or farm which protect or im- 

prove the basic livability or energy efficiency
of the premises. 

e) " Mobile home" means a structure, 

transportable in one or more sections, which
is 10 feet or more in width, and contains

more than 500 square feet of living space
figured on exterior dimensions of the struc- 
ture, exclusive of any hitch and is designed
to be used as a dwelling by one family, and
which remains as personal property under
the laws of this state. [ Formerly 407.0101

407.085 Policy against foreclosure. ( 1) 

It is the policy of the State of Oregon to
make every reasonable attempt to keep a
veteran in the home purchased under the
loan program when the veteran is unable to
make required loan payments because of ill- 

ness, injury, death, involuntary job loss or
economic stress due to factors beyond indi- 
vidual control. The director, by rule, shall
implement such state policy. Rules adopted
by the director under this section: 
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a) May provide for a temporary re- 
duction of loan payment. 

b) May provide for any other solution
jointly agreed to by the borrower and the di- 
rector. 

c) Shall provide for repayment of the
amount of any loan payments reduced under
the rules in accordance with terms and con- 

ditions agreed upon by the borrower and the
director. 

2) In reducing loan payments under this
section, the director must consider the effect

of such reduction on the solvency of the
program as a whole, on estimates of the most
probable financial position of the program for
one or more future periods, the condition of
the tax exempt bond market, and the effect
on other borrowers in the program. [ 1982 s.9. 1
r-11 § 31

407.100 [ Renumbered 407.1551

407.110 [ Renumbered 407.5951

POWERS AND DUTIES OF DIRECTOR

407.115 Director to administer loan
program. The director shall administer the
provisions of ORS 407.125, 407.165, 407.205, 
407.275, 407.415, 407.495 and 407.515 to
407.575. The director may adopt and

promulgate all necessary rules and regu- 
lations not inconsistent with those sections

to carry into effect their provisions. The di- 
rector may appoint assistants and agents
necessary to expeditious and efficient admin- 
istration and fix their compensation. 

Formerly 407.0201

407120 [ Amended by 1975 c.219 § 8; renumbered
407.1651

407.125 Director may make loans. All
moneys in the Oregon War Veterans' Fund
created by ORS 407.495 may be advanced by
the director as loans to any person qualified
for loans under the provisions of section 3, 
Article XI -A, Oregon Constitution, for the
acquisition of farms and homes, as provided
in ORS 407 .115, 407.165, 407.205, 407.235, 
407.275, 407.415, 407.495 and 407.515 to
407.575 and not otherwise. [ Formerly 407.030; 
1991098 §61

407.129 Settlement or waiver of loan
or contract obligations other than prin- 
cipal; criteria for settlement. ( 1) Notwith- 
standing ORS 293.240, the director may
compromise, release, discharge, waive, cancel
or otherwise settle amounts, other than

principal, payable to the director in con- 
nection with a home or farm loan, or in
connection with a home or farm purchase
contract. 

2) The director shall adopt an adminis- 

trative rule establishing criteria approved by
the Secretary of State for settling the

amounts referred to in subsection ( 1) of this
section. [ 1987 c.509 §§2, 31

407.130 [ Amended by 1967 c. 369 § 2; 1979 c. 115 § 1; 
repealed by 1981 c.660 § 181

407.131 Discount of principal. The di- 

rector, b rule, may discount a portion of the
principal payable to the director in con- 
nection with a home or farm loan or in con- 
nection with a purchase contract for a home
or farm if such action results in economic
benefit to the home and farm loan program
after considering the time value of money. 
1987 x509 §41

407.135 Authority to maintain legal
proceedings to protect state interests. 
The director is authorized and empowered, in
the name and in behalf of the state to com- 
mence and prosecute to final judgment or
decree all suits, actions and proceedings

necessary to protect the interest of the state; 
to bid in property offered for sale under such
proceedings and to acquire title to property
for and in behalf of the state as a result of
such proceedings; to accept deeds from bor- 
rowers in lieu of foreclosure; to sell, transfer, 

convey, lease or assign any property acquired
by the director for and in behalf of the state; 
to make repairs and improvements or alter- 

ations; to pay taxes, liens and charges of ev- 
ery kind superior to the lien of the state; and
otherwise to administer such property in
such manner as the director deems to the

best interest of the state. All money received
by the director from the sale, leasing or
other disposition of any property shall be
paid over to the State Treasurer and depos- 
ited in the Oregon War Veterans' Bond

Sinking Account. [ Formerly 407.080; 1987 c.652 § 31

407140 [Amended by 1975 c.462 § 12; 1981 c.660 § 36; 
renumbered 407.4151

407.145 Purchase and control of prop- 
erty by director; disbursements to pro- 
tect security. ( 1) The director may acquire
property by purchase when the acquisition
of such property is necessary to protect the
interest of the state because of default in re- 
payment of loans made in accordance with
ORS 407.125 or statutes supplementary
thereof. The control of all such property
while the title remains vested in the state

shall be exercised by the director. 
2) The director may take such action

and make such disbursements as may be
necessary to protect the securities for loans
acquired under this chapter. Any disburse- 
ment so made shall be added to the amount
due from the borrower and shall bear inter- 
est at the rate then fixed for new loans un- 
der ORS 407.325 or at the rate on the

existing loan, whichever is higher. Any such
disbursement shall be made only upon order
of the director. 
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3) Funds for the protection of security
may be disbursed from the Oregon War Vet- 
erans' Fund including the Oregon War Vet- 
erans' Bond Sinking Account as the director
shall determine. [ Formerly 407.090; 1987 x131 § 1; 
1987 x652 §41

4071b0 [ Repealed by 1981 c.660 § 181

407.155 Execution and custody of doc- 
uments. All deeds, leases, contracts, re- 

leases of mortgages and other instruments
necessary or proper in the administration of
this chapter shall be executed in behalf of

the state byy the Director of Veterans' Affairs
and shall be acknowledged by the director; 
and all deeds, mortgages, notes, insurance
policies, abstracts and other instruments, 
documents and papers delivered to the direc- 
tor in the administration of those sections

shall be kept in the custody of the director. 
Formerly 407.1001

407160 [Amended by 1967 c.335 § 49; 1967 s. s. c.19 § 2; 
1983 098 §10; renumbered 407.4951

407.165 Director authorized to hold
certain funds received from borrower. 

The director may receive and hold for future
disposition conditional payments from bor- 
rowers who have executed mortgages and
security instruments under authority of ORS
407.225, indemnities for fire losses on secured

property, and such other sums as must be
held by the director in suspense pending fur- 
ther or final disposition thereof. Said funds
shall be deposited in the State Treasury in
the revolving account authorized by ORS
407.565 until they can be properly applied to
the purposes for which they were paid to and
received by the director. [ Formerly 407.1201

407.169 Escrow accounts; standards; 

interest on accounts. ( 1) Not later than
December 1, 1990, the director shall make
escrow accounts available to current and fu- 
ture borrowers and contract purchasers in
connection with loan agreements and pur- 
chase contracts made under this chapter. 

2) Escrow accounts established under
this section shall be consistent with general

lending and servicing standards for real es- 
tate loan agreements in this state and with

the standards used by the United States De- 
partment of Veterans' Affairs and the Fed- 

eral Housing Administration. 

3) Notwithstanding ORS 86.245 ( 2) and
4), the director shall pay interest to a bor- 

rower or contract purchaser on funds depos- 
ited in the escrow account for the borrower
or contract purchaser in the manner and at
the rate of interest described in ORS 86.245

1). 

4) The director shall adopt such rules as
the director considers necessary to establish
criteria for implementation of this section. 

5) As used in this section, " escrow ac- 

count" means any account which is part of
a real estate loan agreement or purchase
contract, whether incorporated into the
agreement or contract or as part of a sepa- 

rately executed document, whereby the bor- 
rower makes periodic prepayment to the

director of estimated property taxes, and the
director pays the charges out of the account
at the due dates. [ 1989 c.58o § 21

407170 [Amended by 1967 c.335 § 50; 1981 e660 § 37; 
renumbered 407.5151

407.175 Weatherization standards. By
Julyy 1, 1982, the Director of the Department
of Ener shall by rule adopt weatherization
standards for homes, as defined in ORS

407.085, constructed before July 1, 1974. The
directors of the Department of Energy and
the Department of Veterans' Affairs shall in- 

sure the compatibility of these standards
with those adopted under ORS 469.155. The
standards shall be designed to insure that
the cost of the weatherization in the typical

dwelling, if added to the principal of a veter- 
an's loan made pursuant to this chapter and
paid off as part of that principal, would not

exceed projected savings in energy costs over
the payment period. Weatherization stand- 

ards may be adopted for various designs of
homes, including homes located in different
regions of the state. ( Formerly 407.0551

407.177 Loan processing and servicing
contracts with lendinng institutions; 
terms; procedures. ( 1) When the director

considers such contracts necessary to im- 
prove the financial condition of the loan
program conducted under this chapter, the
director is authorized to enter into contracts

with lending institutions under which the
lending institutions may provide any of the
following services: 

a) Processing of new loans and purchase
contracts; and

b) Management and servicing of new
loans and purchase contracts. 

2) Contracts entered into by the director
under this section may provide that the
lending institution: 

a) Receive applications for loans for the
acquisition of homes or farms under this
chapter; 

b) Immediately investigate and process
an application for a loan as provided by law; 

c) Determine whether the home, or farm

including a home, meets the weatherization
standards adopted under ORS 407. 175; and

d) For approved loans or contracts, if

requested by the director, service the loan
or purchase contract for a period of time

specified by the director. 
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3) When a lending institution, pursuant
to a contract authorized by this section, re- 
ceives an application for a loan for the ac- 
quisition of a manufactured home, as defined

in ORS 197.295, the lending institution shall
investigate and process the application in the
manner prescribed in the contract between
the lending institution and the director. 

4) When a lending institution, pursuant
to a contract authorized by this section, in- 
vestigates and processes a loan application
that it considers eligible for approval under
this chapter, the lending institution shall
notify the director and state the reasons why
the loan may be approved under this chapter. 
The director shall retain final authority to
approve or disapprove the loan. If the direc- 
tor disapproves the loan, the director shall

notify the lending institution and the appli- 
cant of the disapproval and shall indicate the
reasons for the disapproval. When the di- 
rector is satisfied that all requirements for

approval of a loan have been met by the ap- 
plicant and the lending institution and that
the property offered as security for the loan
protects the interests of the state, the direc- 

tor shall transfer to the lending institution
an amount of money from the Oregon War
Veterans' Fund equal to the loan amount

approved by the director. The lending insti- 
tution shall disburse the money in the man- 
ner prescribed by the director. The lending
institution shall record the mortgage, trust

deed, contract or other security agreement
relating to the loan and then shall forward
all the original loan documents to the direc- 
tor. 

5) All moneys received by a lending in- 
stitution as payments on principal and inter- 
est for loans made under this chapter shall
be paid to the director in accordance with
the terms of the contract between the direc- 

tor and the lending institution. 
6) The director and lending institution

shall mutually agree upon the compensation
to be paid to the lending institution for ser- 
vices performed under a contract authorized

by this section. Such compensation may be
a fixed annual payment or a percentage of
the amount of each loan or purchase con- 

tract processed or serviced by the lending
institution under the contract. 

7) Contracts entered into under this
section are exempt from the requirements of
ORS 291.021 MO. 

8) As used in this section, " lending in- 
stitution" means any banking institution, 
mortgage banking company, savings and loan
association, national bank or federal savings

and loan association maintaining an office in
this state. [ 1989 046 §21

407.179 Additional powers delegated to
lending institution; authority of director. 
In addition to the powers described in ORS
407. 177, the director also may delegate by
contract to a lending institution any of the
powers granted to the director in ORS
407. 165, 407.225, 407.235 and 407.355. The di- 
rector shall retain final authority to approve
or disapprove loans and interpret the duties
and responsibilities of borrowers under this
chapter. [ 1989 c.746 § 41

407180 [ Renumbered 407.5251

407.181 Authority of lending institu- 
tion. In exercising the authority granted to
it by ORS 407. 177 to 407.181, a lending insti- 
tution shall perform only the services that
are delegated to it by contract entered into
under ORS 407.177, and shall comply with
the terms of the contract and applicable
laws. [ 1989 c.746 § 31

407183 [ 1967 s.s. c.1 § 2; 1967 s. s. c.19 § 1; 1969 c.615
6; renumbered 407.5351

407.185 Cash flow projection; annual
review-, report. In addition to, and not in

lieu of, the audit required by ORS 297.210
the director shall contract with an independ- 
ent public accounting firm for a review of
the cash flow projection for the loan program
established under this chapter and Article
M -A of the Oregon Constitution and of the
assumptions used in developing that
projection. The review shall be conducted in
accordance with the review guidelines devel- 

oped by the American Institute of Certified
Public Accountants ( AICPA). Such contract
shall require a written report, copies of

which shall be provided to the Governor, the

Secretary of State, the State Treasurer, the
President of the Senate, and the Speaker of

the House of Representatives by the director
no later than December 31 of each year. 
Payment for the services required under the
contract shall be paid from funds appropn- 
ated for the administration of the Depart- 
ment of Veterans' Affairs. [ 1982 s.s. 1 c. 11 § 4; 1989
c.489 § 11

407186 [ 1967 s.s. c. 1 § 3; renumbered 407.5451

407.190 [ Amended by 1967 x454 § 45; 1971 c.80 § 3; 
renumbered 407.5551

407.195 Loans not being amortized; 
identification; notice to borrowers. (1) The

director shall identify each farm or home
loan made under this chapter with moneys
from the Oregon War Veterans' Blind which, 
at the current rate of payment by the bor- 
rower, is not being amortized or will not be
fully amortized by the agreed to date. 

2) The director shall notify each bor- 
rower making payments on a loan identified
under subsection ( 1) of this section that, at
the current rate of payment, the loan princi- 
pal will not be fully paid by the final pay- 
ment date. The notice shall also include: 
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a) The current principal balance. 

b) The current monthly principal and
interest payment. 

c) The estimated monthly principal and
interest payment necessary to reduce the
principal balance to zero by the agreed to
date. 

d) The estimated time remaining until
the obligation is fully paid at the current
payment level and the difference between
that time and the agreed to date. 

3) The notice required under this section
shall be made a' part of the annual statement
to borrowers for the calendar year 1989 and
thereafter. [ 1987 c.652 § 221

407.200 [Amended by 1967 c. 189 § l; 1971 c.80 §4; 1983
040 §128; renumbered 407.5651

407.201 Required disclosure of credit
information and loan terms. ( 1) When

making a loan or otherwise extending credit
under this chapter with moneys from the
Oregon War Veterans' Fund, the director

shall comply with Title I (Truth in Lending
Act) of the Consumer Credit Protection Act, 
as amended ( 15 U.S.C. 1601 et seq.) in the
same manner required for a bank or national
bank, as defined in ORS 706.005, when the
bank extends credit in a transaction in

which a security interest in real property is
or will be acquired. 

2) In addition to the requirements of
subsection ( 1) of this section, the director

shall notify each person seeking to acquire
a home or farm under this chapter, prior to
the signing of a loan agreement or contract, 
of the variable interest rate provisions of
ORS 407.275, 407.315, 407.325 and 407.335. 
Information required to be disclosed under

this subsection includes a history of the in- 
terest rate increases on loans during the
preceding 10 years and an estimate of the fi- 
nancial effect that an increase of one percent
in the interest rate will have on the borrow- 
er' s obligation under the mortgage, contract

or other security agreement. [ 1987 x652 § 201

LOAN PROCEDURES AND
CONDITIONS

407.205 Application for loan; amount
of loan; limit on number of loans; excep- 
tion. ( 1) Applications for loans for acquisi- 
tion of a home or farm under this chapter
shall be made to the director. Loans exclu- 
sive of funds disbursed under ORS 407.145 ( 2) 
and 407.275 ( 4) shall not exceed $ 80,000 for
a home or $ 185,000 for a farm at a rate of

interest provided by ORS 407.325. Except as
provided in subsection ( 2) of this section, an
eligible individual shall not receive or, under
ORS 407.305, assume more than two loans
under this chapter. No applicant is entitled
to borrow more than the maximum amount

407.215

allowed under this section, except that where

a loan is made on property which is de- 
stroyed by fire or other natural hazard, taken
through condemnation or lost or disposed of

for a compelling reason devoid of fault on the
part of the applicant and where the loan is

repaid or the property is transferred by deed
or otherwise, such loan may be excluded
from consideration in computing the maxi- 
mum loan allowable. However, the loan right

provided in this section may be restored not
more than once while an unrepaid balance
remains on a previous loan granted to the
applicant. 

2) The director may allow an eligible in- 
dividual to receive or, under ORS 407.305, 
assume more than two loans under this
chapter when: 

a) The loan received or assumed is an
additional loan made for the improvement of
the farm or home acquired with an initial
loan for the acquisition of that property; or

b) The last official certification of record
by the United States Department of Veter- 
ans' Affairs or any branch of the Armed
Forces of the United States shows the eligi- 
ble individual to be at least 50 percent disa- 

bled. However, a loan may be made to an
eligible disabled veteran under this para- 

graph only if the veteran must acquire a dif- 
ferent principal residence for compelling
medical reasons or because the veteran is

transferred by an employer for employment
purposes or because the veteran' s spouse is
transferred by an employer for employment
purposes and the spouse provides more than
50 percent of the household income. 

3) For the purposes of this section, an
applicant owns a home when the applicant
has fee simple title to the home or is the
purchaser of the home under a contract of
sale or other instrument of sale. Earnest

money or preliminary sales agreements, 

options or rights of first refusal are not con- 
tracts or instruments of sale under this sub- 
section. 

4) As used in this section, " home" in- 
cludes mobile homes and houseboats. 
Formerly 407.040; 1989 c.677 § 5; 1991 c.67 § 971

407210 [ Amended by 1963 c.9 § 23; renumbered
407.5751

407.215 Loan transferred by
annulment or dissolution decree excluded
in determining maximum allowable. No
applicant is entitled to borrow more than the
maximum amount allowed under ORS 407.205
other than for reasons specified in ORS

407.205 except that when the property on
which the loan was made becomes the prop- 
erty of the applicant' s spouse as a result of
a decree declaring a marriage void or dis- 
solved and the loan is repaid or remains

33 -15



407.225 BENEFITS FOR VETERANS AND SERVICE PERSONNEL

unrepaid and there is an assumption of pri- 

mary liability on the loan by a party, such
loan may be excluded from consideration in
computing the maximum loan allowable un- 
der ORS 407.205. [ Formerly 407.045] 

407.225 Investigation and processing
of loan application; security needed. ( 1) 
When the director receives an application
pursuant to ORS 407.205, the director shall

immediately investigate and process it as
provided by law. The security for the loan
shall consist of the property to be acquired
by the veteran as a home or a farm. The se- 
curity shall be secured by a mortgage or se- 
curity agreement in the full amount of the
loan which mortgage or security agreement
shall be either a first lien or a lien insured

by mortgagee' s title insurance against loss
from any. prior encumbrance. The mortgage
or security agreement shall provide that the
borrower, or any subsequent owner of the
secured property, may pay all or any part of
the loan at any time without penalty. 

2) A mobile home shall be secured by a
security agreement in the full amount of the
loan and the director shall perfect a security
interest in favor of the State of Oregon. The

security agreement shall provide that the
borrower or any subsequent owner of the
mobile home, may pay all or any part of the
loan at any time without penalty. The secu- 
rity agreement shall provide for immediate
acceleration of the unpaid balance of the
loan if the mobile home is moved from the

original site listed in the security agreement
without first obtaining the written consent
of the director. The security agreement shall
also provide that removal of the mobile home
to a site outside of this state shall constitute
an act of default and result in immediate ac- 
celeration of the unpaid balance of the loan. 

3) Loans shall not exceed: 95 percent of
the net appraised value on homes which are

real property; 85 percent of the net appraised
value on homes which are not real property; 
and 90 percent of the net appraised value on

farms which are real property. [ Formerly
407.050; 1985 c.296 § 31

407.235 Inspection for weatherization; 
conditional approval; effect of failure to
meet weatherization standards. ( 1) The
Director of Veterans' Affairs while process- 

ing the application pursuant to ORS 407.205
to 407.225 and 407.255 for a loan on a home, 

or farm including a home, constructed before
July 1, 1974, shall order an inspection of the
home for the purpose of determining whether
it meets the weatherization standards

adopted pursuant to ORS 407.175. 

2) If the director finds, based upon this
inspection, that the home does not meet the
weatherization standards, the director shall

deny the loan or approve the loan subject to
the condition that the weatherization stand- 
ards be met within 120 days after issuance
of the loan. 

3) Failure by the applicant to bring the
home into compliance with the weatheriza- 
tion standards within the time allowed shall

be considered a breach of the loan agreement
and grounds for foreclosure by the director. 
Formerly 407.058; 1985 c.296 § 41

407.245 Exception to weatherization
standards. Except for the requirement of

caulking and sealing of all cracks and con- 
struction joints which shall not be waived, 

the director may grant an exception to the
requirements of ORS 407.235, if after appli- 
cation and a showing of proof the director
finds: 

1) An inspection of the home pursuant
to a previous application for a loan under
this chapter disclosed that the home was in

compliance with the existing weatherization
standards. 

2) Strict enforcement of the require- 

ments would cause an extraordinary, unnec- 
essary and unreasonable hardship on the
applicant. [ Formerly 407.0611

407255 Subsequent loans to improve

energy efficiency; rules; limitation on
amount. ( 1) The director, with the advice
and assistance of the Director of the Depart- 
ment of Energy, shall adopt rules prescribing
eligibility criteria for improvements for en- 
er . y emciency. The director may contract
with the Department of Energy for certif- 
ication of improvements which comply with
the rules adopted under this section. The di- 

rector may prescribe exceptions to the re- 
quired location of improvements for energy
efficiency if the home occupied by the bor- 
rower will be benefited. 

2) No more than five ercent of the pro- 

gram funds may be loaned for improvements
for energy efficiency. As used in this sub- 
section, " program funds" means the total

amount of all loan funds disbursed under this
chapter. 

3) The director shall determine when

funds for loans to improve energy efficiency
are disbursed from the Oregon War Veter- 
ans' Fund bearing interest at the current
rate per annum as provided in ORS 407.325
or from the Oregon War Veterans' Bond

Sinking Account bearing interest at the same
rate per annum as on the principal indebt- 
edness of the loan. [ Formerly 407.048; 1987 c.652 §51

407.265 Loans for home or farm im- 
provements; terms and conditions. (1) An

applicant for a loan solely for the improve- 
ment of a home or farm may receive the loan
if. 
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a) The applicant has not previously re- 
ceived a loan under this chapter; 

b) The applicant has received a loan un- 
der this chapter for the acquisition of that
home or farm for which there is an unpaid
balance and repayment has been satisfactory; 
or

c) The applicant has previously received
a loan under this chapter and there is no

unpaid balance remaining on that loan. 
2) Any loan made to an applicant who

qualifies under paragraph ( b) of subsection
1) of this section for a loan solely for the

improvement of a home or farm shall be
added to the amount due from the applicant
and shall bear interest at the rate prescribed
in ORS 407.325. [ Formerly 407.065; 1987 c.221 § 11

407.275 Terms of loan to veteran and
transferee. ( 1) Loans may be made bearing
interest at the rate per annum prescribed as

provided by ORS 407.325. Loans may be
amortized over a period of not more than 30
years for homes other than mobile homes and
not more than 40 years for farms. Loans for
mobile homes may be amortized over a period
not exceeding the expected life of the mobile
home, as determined by the director. The
limitations contained in this subsection shall
not preclude the director from later extend- 
ing the amortization period. 

2) If the ownership of the secured prop- 
erty is transferred by deed or otherwise to
anyone other than the original borrower, the

surviving spouse, unremarried former spouse, 
surviving child or stepchild of the on' g' al
borrower, or a veteran eligible for a loan
under this chapter and Article XI -A of the
Oregon Constitution, who assumes the previ- 
ous loan for the property as described in
ORS 407.305 the interest from the date of
transfer shall be at the rate per annum then
fixed as provided by ORS 407.335. However, 
the director, during the term of the loan, 
mayy periodically prescribe the interest rates
to be paid by the transferee. 

3) Ownership of property that consti- 
tutes security for a loan made under this
chapter and Article XI -A of the Oregon Con- 

stitution shall not be transferred by deed or
otherwise to anyone other than the surviving
spouse, unremarried former spouse, surviving
child or stepchild of the original borrower, 
or a veteran eligible for a loan under this
chapter and Article XI -A of the Oregon Con- 
stitution, who assumes the previous loan as

described in ORS 407.305, unless the property
is used primarily as the principal residence
of the transferee for at least two years after
the transfer or such shorter period of time

as the director for good cause may allow. 
4) Mortgages, trust deeds or security

agreements on property given to secure any

407SW

loan made under ORS 407.125 or statutes
supplementary thereof may provide that the
taxes and insurance premiums may be paid
by the director from the Oregon War Veter- 
ans' Bond Sinking Account. The amount so
paid may be added to and become part of the
principal of the loan and be repaid as pre- 
scribed by the director. The director may
prescribe any method or period for repay- 
ment of the amount so paid that is not in
conflict with the mortgage, trust deed or se- 

curity agreement. The director may prescribe
any method or period for repayment of inter- 
est on the amount so paid that is not in
conflict with the mortgage, trust deed, secu- 
rity agreement or a separate agreement with
the borrower. [ Formerly 407.070; 1987 c.221 § 2; 1987
c.652 § 6; 1987 c.767 § 11

407.285 Rate of interest pa le by
certain transferees. ( 1) Notwi anding
the repeal of section 5, chapter 11, Oregon
Laws 1982 ( first special session), during the
term of a loan for which the interest rate

was initially fixed under section 5, chapter
11, Oregon Laws 1982 ( first special session), 

the director may periodically prescribe the
interest rate to be paid by the transferee. 
However, the interest rate for such loans
shall not at any time be less than the rate
initially fixed under section 5, chapter 11, 
Oregon Laws 1982 ( first special session), nor

exceed a rate per annum which is one per- 

cent higher than the rate initially fixed un- 
der section 5, chapter 11, Oregon Laws 1982
first special session). 

2) The director may prescribe the inter- 
est rate to be paid by the transferee at a rate
ggrreater than the rate described in subsection
1) of this section, but only to the extent

necessary to avoid invoking the provisions
of section 4, Article XI -A of the Oregon
Constitution. [ 1982 sal c. 11 § 7; 1987 c.221 § 31

407.295 Transfer to spouse; notice to

director; notice of delinquent payment. 

When an ownership interest or possession of
a home or farm securing a loan received un- 
der this chapter is transferred to the spouse
or former spouse of the original borrower as
a result of any judicial order, judgment or
decree, the director shall be notified in writ- 
ing of the transfer by the transferee not later
than 30 days after the transfer occurs. If the
original borrower remains obligated under
the order, judgment or decree to make the
Payments on the principal and interest of the

loan, the director shall notify the transferee
when any such loan payment is not received
by the 30th day after the payment is due. 
1983 c.420 § 51

407.305 Assumption of previous loan
by eligible veteran; additional funds. 
When a veteran who is eligible for a loan
under this chapter and Article XI -A of the
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Oregon Constitution seeks to acquire a home

or farm that is serving as security for a pre- 
vious loan made under this chapter, the vet- 

eran may choose either to receive a new loan
for the property or to assume the previous
loan. If the loan balance for the loan being
assumed does not exceed the amount of the
veteran' s entitlement under ORS 407.205, the
interest rate to be paid on the assumed loan
balance shall be the rate per annum pre- 
scribed under ORS 407.315. In addition to the

amount assumed, the veteran may apply for
and receive additional funds to be applied to
the purchase price. The interest rate to be
paid on the additional funds shall be the rate

per annum currently prescribed under ORS
407.325. The sum of the assumed loan bal- 
ance and the additional funds shall not ex- 
ceed the amount of the veteran's entitlement
under ORS 407.205 or the percentage of the
net appraised value prescribed by ORS
407.225 ( 3). An assumption or an assumption
with additional funds under this section shall
be deemed to be one loan and the veteran

making the assumption or the assumption
with additional funds shall be deemed to be
a borrower for the purposes of ORS 407. 145, 
407.205, 407.215, 407.235, 407.325, 407.385, 
407.465 and 407.475. [ Formerly 407.063; 1985 c.296
5; 1987 c.221 § 41

407310 [ Repealed by 1981 c.660 § 181

407.315 Interest rate for veteran' s as- 
sumption; variable rate; effect of rate on

cash flow. ( 1) When a veteran assumes a
previous loan under ORS 407.305, the inter- 

est rate to be paid by the veteran from the
date of assumption shall be the rate per an- 

num prescribed periodically by the director, 
taking into consideration the solvency of the
loan program and the interest rates currently
prevailing in this state for loans secured by
owner - occupied residential property. 

2) The director shall make a cash flow
projection to determine if assumptions at the
interest rate established under subsection ( 1) 

of this section are among the causes of a
negative cash flow projection for the loan
program. The cash flow projection required

y this section shall be an estimate of the
revenue received from the repayment of
mortgages, interest earnings, administrative
expenses of the loan program, payment of

interest and principal on outstanding debt
and other relevant factors during the period
in which current outstanding bonds are re- 
quired to be retired. 

3) If the cash flow projection required
under subsection ( 2) of this section indicates
that assumptions of loans at the interest rate
established under subsection ( 1) of this sec- 
tion are a cause of a negative cash flow
projection for the loan program, the director, 

by rule and notwithstanding ORS 407.325 ( 2), 

shall increase the interest rate to be paid for
loans assumed under ORS 407.305 to the
lowest rate per annum that assures a posi- 

tive cash flow projection, but not exceeding
the rate then prescribed under ORS 407.325. 
1982 s.s. 1 c.11 § 15; 1987 c.221 § 5; 1987 x564 § 11

Note: Section 16, chapter 11, Oregon Laws 1982
first special session), as amended by section 6, chapter

221, Oregon Laws 1987, provides: 

Sec. 16. Notwithstanding the interest rate estab- 
lished under ORS 407.305 on the date of assumption, if
a veteran eligible for a loan under this chapter and
Article Xl -A of the Oregon Constitution assumed a pre- 
vious loan under ORS 407.063 on or after November 1, 
1981, but before February 3, 1982, the interest rate to
be paid by the veteran shall be the rate per annum
prescribed by the director under ORS 407.315. [ 1982 s. s. 1
c.11 § 16; 1987 x221 §61

407320 [ Repealed by 1981 c.660 § 181

407.325 Rate of interest payable by
applicant. ( 1) The director, with the advice

of the committee, will periodically, during
the term of the loan, prescribe the interest

rates to be paid by the applicant, taking into
consideration the current value of the

money, the solvency of the loan program, and
the rates' effect on veterans. If the director, 

after considering the factors specified in this
section, determines that there is an economic
need for a higher rate of interest on loans
made for the acquisition of mobile homes and
houseboats, the director shall prescribe the
rate of interest for the acquisition of a mo- 
bile home or houseboat at not higher than
two percent more per annum than the basic

rate established by this section. 
2) Except as provided in subsection ( 3) 

of this section: 

a) The rate of interest on loans granted

on or after May 27, 1971, and originally set
at five and nine- tenths percent per annum
shall not be increased to more than seven
and nine- tenths percent per annum. 

b) The rate of interest on loans granted

on or after January 1, 1981, and originally
set at seven and two-tenths percent per an- 
num shall not be increased to more than
nine and two-tenths percent per annum. 

c) The rate of interest on a loan granted

on or after May 27, 1971, for the acquisition
of a mobile home or houseboat originally set
at seven and nine- tenths percent per annum
shall not be increased to more than nine and
nine- tenths percent per annum. 

3) The director may prescribe the inter- 
est rates to be paid by the applicant at a rate
greater than the rates described in sub- 

section (2) of this section, but only if the di- 
rector determines, at the sole discretion of
the director, that such action reduces the

probability that invoking the provisions of
section 4, Article XI -A of the Oregon Consti- 
tution will become necessary. 
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4) When, during two consecutive fiscal
years, the cash flow projection and the re- 
view of the projection performed under ORS
407. 185 indicate that the Oregon War Veter- 

ans' Bond Sinking Account will maintain a
balance throughout the term of the

projections that exceeds the succeeding

years' debt service and operating expenses
for the loan program, the director shall pre- 
pare a program for reducing the interest
rates charged under this section in such a

manner as to insure the future solvency and
self - supporting nature of the loan program. 
However, no reduction in interest rates shall
occur if the variable rate debt, if converted
to a fixed rate, requires retention of the
amounts in order to meet projections. 

Formerly 407.072; 1985 c.296 § 6; 1987 c.221 § 7; 1989 c. 171
48; 1989 c.728 § 41

407.327 Director to prescribe fixed or
variable interest rates. ( 1) The director

may prescribe fixed or variable rates on the
following: 

a) Loans or purchase contracts made af- 
ter September 27, 1987, for acquisition of
homes or farms. 

b) Obligations on loans or purchase con- 
tracts made on or before September 27, 1987, 

where ownership of the property subject to
the loan or purchase contract is transferred
after September 27, 1987. 

2) The director may modify loan agree- 
ments or purchase contracts made before
September 27, 1987, by changing fixed inter- 
est rates to variable or variable interest
rates to fixed, if all the parties to such loan
agreements or contracts agree in writing to
such modification. [ 1987 c.221 011, 121

407330 [ Repealed by 1981 c.660 § 181

407.335 Rate of interest payable by
transferee; limit on transfers. (1) The rate
of interest referred to in ORS 407.275 ( 2) 
shall be prescribed periodically by the direc- 
tor, taking into consideration the solvency
of the loan program and the interest rates

currently prevailing in this state for loans
secured by residential property. However, a
transfer shall not be made at a rate lower

than the interest rate existing on the loan
immediately prior to the transfer. 

2) When the director considers it neces- 

sary to change the rate of interest under
subsection ( 1) of this section, the director, 
after 30 days' notice to the public, may pre- 
scribe a new rate under this section. 

3) During the term of a loan for which
the interest rate was initially prescribed un- 
der subsection ( 1) of this section, the director

may periodically prescribe the interest rate
to be paid by the transferee. However, the
interest rate for such loans shall not at any
time be less than the rate initially prescribed

under subsection ( 1) of this section nor ex- 
ceed a rate which is one percent higher than
the rate initially prescribed under subsection

1) of this section. 

4) The director may prescribe the inter- 
est rate to be paid by the transferee at a rate
greater than the rate described in subsection
3) of this section, but only to the extent

necessary to avoid invoking the provisions
of section 4, Article XI -A of the Oregon
Constitution. 

5) Except for a sale or transfer to the
original borrower, the surviving spouse, 

unremarried former spouse, surviving child
or stepchild of the original borrower, or a
veteran eligible for a loan under this chapter
and Article XI -A of the Oregon Constitution, 
only one sale or transfer of the property re- 
ferred to in ORS 407.275 ( 2) is permitted af- 

ter July 20, 1983. In the event of a second
sale or transfer of the property, or any part
thereof, the entire unpaid balance of the loan

for the property may become immediately
due and payable at the discretion of the di- 
rector as prescribed by rule. [ Formerly 407.073; 
1987 c221 §8; 1987 c.653 § 1; 1989 c.490 § 11

497.340 [ Amended by 1975 c.462 § 13; repealed by
1981 c.660 § 181

407346 [ 1982 s.s. 1 c. 12 § 2; 1987 c.652 § 7; repealed by
1991 c.262 § 11

407.349 Late charges authorized for
periodic payments; maximum amount. 

When a periodic instalment payment due un- 
der a loan agreement or purchase contract
made pursuant to this section and ORS
407. 169 or under a prior agreement or con- 

tract authorizing a late charge is not re- 
ceived by the director prior to the 30th day
after the due date, the director may impose
a late charge with respect to any such pay- 
ment. A late charge imposed under this sec- 

tion shall be an amount not exceeding five
percent of the sum of principal and interest
of the delinquent periodic instalment pay- 
ment. [ 1989 c.580 § 31

407350 [ Repealed by 1981 c.660 § 181

407.355 Property of historical signif- 
icance; loan application pros ure; 

waiver of weatherization and repair re- 

quirements. ( 1) It is the policy of the State
of Oregon to preserve homes and farms of
Oregon historical significance as defined in
ORS 358.475 to 358.545. When the director
receives an application under ORS 407.205

for a loan for the acquisition of real property
which the applicant claims is a home or farm
of Oregon historical significance, the direc- 
tor shall process the application as provided
in this section. 

2) If the property is not currently listed
in the National Register of Historic Places, 
the director shall refer the applicant to the
state historic preservation officer. The state
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historic preservation officer shall review the

application and may view the premises. 
Within 30 days after receiving the applica- 
tion, the state historic preservation officer

shall determine whether the property de- 
scribed in the application has state historical

value and either certify or refuse to certify
the property as a home or farm of Oregon
historical significance. 

3) When the home or farm is listed in
the National Register of Historic Places or
is certified by the state historic preservation
officer under subsection ( 2) of this section, 

the director may approve and make a loan
tionfor the acquisi of the home or farm sub- 

ject to the following considerations: 
a) The weatherization standards pre- 

scribed in ORS 407.175 and 407.235 may be
waived. 

b) Any other repair or modification re- 
quirements normally imposed by the director
by statute or by rule may be waived. 

c) A loan shall not be granted under this
section unless the property is or may be
made safe, sound and sanitary, and may be
occupied by the veteran buyer within 60 days
as prescribed in ORS 407.385. 

d) The director may accept improvement
of the property by the applicant in lieu of
other means of satisfying the requirements
of ORS 407.225 ( 3), in which case the pro- 

visions of ORS 407.375 ( 3) shall apply. 

4) In processing a loan under this sec- 
tion, the director shall not impose any re- 
quirements which will have a detrimental
impact on the historic sicance of the
home or farm unless suc requirement is
needed to assure that the residence is safe, 

sound and sanitary. [ 1983 c.219 § 2; 1985 c.287 § 2; 
1987 c661 §2; 1991 c.262 631

407.880 [ Repealed by 1981 c.660 § 181

407.365 Free publication concerning
ORS 407.355 required; contents. The direc- 

tor shall prepare a publication explaining the
terms of ORS 407.355 and containing infor- 
mation as to where a veteran borrower may
obtain information about state and federal
tax credits available to purchasers of histor- 
ically significant properties. The director
shall make the publication available without
charge to the public. [ 1983 c.219 § 3] 

407370 [ Amended by 1975 c.614 § 15; repealed by
1981 c-660 § 181

407.375 Sale of foreclosed properties; 
improvement in lieu of down payment; 

interest rate; redemption of property. (1) 
When the director offers for sale a home or
farm obtained for and in behalf of the state
under ORS 407.135 and 407.145 ( 1), the di- 
rector shall provide notice of the proposed
sale to prospective purchasers. The notice

shall state the minimum bid that will be ac- 
cepted. 

2) Sub'ect to subsection ( 3) of this sec- 
tion, the rector shall accept the highest

such bid or offer received during the 15-day
period after a home or farm ed under

ORS 407.135 or 407.145 ( 1) is first offered for
sale unless the person making the highest
bid or offer is disqualified from such pur- 
chase based on prior credit history, inade- 
quate income or other grounds for refusal
established in rules adopted by the director. 
Prior to such refusal, the person making the
highest bid or offer shall be given the oppor- 

tunity to purchase the property for cash. 
3) When the highest bid under sub- 

section ( 2) of this section is made by a per- 
son who is not elig'ble for a loan under
Article XI -A of the Oregon Constitution, the
person who submits the highest bid or offer
received from those persons eligible for a
loan under Article XI -A of the Oregon Con- 

stitution shall be given the opportunity to
purchase the property for the amount bid by
the highest bidder. The property must be
purchased by matching the highest bid
within a period of time and at a place speci- 

fied by rule of the director. 
4) When the director sells a home or

farm obtained under ORS 407.135 or 407.145
1) to a person, the director may accept im- 

provement of the property by such purchaser
in lieu of other means of satisfying the re- 
quirements of ORS 407.225 ( 3). For the pur- 
pose of this section, all purchasers are

subject to the provisions of ORS 407.225 ( 3). 
The director shall require the purchaser to
provide an improvement, lan containing a
description of the proposed improvements to
be made and the cost of the necessary work
and materials. An apppraiser employed by the
director must certify that the ratio of the
purchase price and the net appraised value
of the home and farm after the proposed im- 
provement is completed will satisfy the re- 
quirements of ORS 407.225 ( 3). The director

may then approve the sale subject to the
condition that the improvement of the home
or farm be completed within 180 days after
purchase. Failure by the applicant to com- 
plete the improvement within the time al- 
lowed shall be considered a breach of the
purchase agreement and grounds for foreclo- 

sure by the director. Upon timely application
and a showing that the improvement cannot
be completed within the time allowed be- 
cause of circumstances beyond the appli- 

cant' s control, the director may grant the
applicant an additional period not to exceed

180 days in which to complete the improve- 
ment. 

5) The rate of interest for a contract
made for the acquisition of a home or farm

33 -20



VETERAN LOANS

obtained by the director under ORS 407.135
or 407.145 ( 1) shall be the rate per annum

prescribed by the director. 
6) Notwithstanding subsection ( 5) of this

section, if the provisions of subsections ( 1) to
3) of this section have been complied with

and no satisfactory bid has been received, 
the director, after considering the time value
of money, may sell the home or farm at a
private negotiated sale at any price or at any
rate of interest, either fixed or variable, that

the director considers to be necessary and
prudent to sell the property and that pro- 
vides an economic benefit to the home and
farm loan program that is equivalent to the

property being marketed at the current ap- 
praised value of the property and the rate
prescribed under subsection ( 5) of this sec- 
tion. 

7) Except as provided in this subsection, 
redemption of a home or farm obtained and

sold by the director under ORS 407.135 or
407.145 ( 1) shall be made as provided in ORS
23.520 to 23.590. When the director accepts

improvement of property by a purchaser in
lieu of purchase money or cash down pay- 
ment under subsection ( 4) of this section, re- 

demption shall be made by paying an amount
equal to the fair market value of those im- 

provements actually made to the property
under the improvement plan described in
subsection ( 4) of this section, with interest
thereon at the rate of nine percent per an- 
num from the date of sale. The director shall
determine the fair market value of the im- 
provements and such amount shall be paid in
addition to the amount of purchase money
and interest thereon required under ORS
23.560 ( 2). [ 1982 s.al c.11 § 2; 1983 c.184 § 1; 1985 c.287

1; 1987 x426 §3; 1987 c.661 §§5, 61

407.377 Sale or management of fore- 

closed property under personal services
contract. If the director enters into any
personal services contract under which any
other person is authorized to sell or manage
homes or farms obtained for and in behalf of
this state under ORS 407.135 and 407.145 ( 1), 

then ORS 407.375 may not apply to the sale
of such homes or farms by that person. [ 1987

x661 § 41

407.380 [ Amended by 1967 c.335 § 51; repealed by
1980 c. 17 § 1 and by 1981 c.660 § 181

407.38' Prohibition against using loan
for purpose other than farm or home ac- 
quisition; exception; prompt use of farm
or home as principal residence; exten- 

sion; penalty. (1) Money received as a loan
under this chapter shall be used only for the
acquisition of a home or farm. 

2) Except as provided in this section, use
of all or any part of a loan received under
this chapter for investment or any purpose

407.415,; 

other than the acquisition of a home or farm
constitutes an act of default and results in
immediate acceleration of the unpaid balance
of the loan. 

3) When the director determines that a' 

borrower is using loan moneys in violation
of this section, the director shall immediately
commence any action or proceeding neces- 
sary to recover for the state those moneys' 
or any property obtained therewith. 

4) A failure by a borrower to move into
the home or farm securing the borrower's
loan and to use it as the borrower' s principal' 
residence within 60 days after the loan or
assumption is made, or within such extension

as mayy be granted in writing by the director, 
shall be conclusively presumed to constitute
a violation of this section. A request for an
extension for good cause shall be made in

writing within the 60-day period. The appli- 
cant may file a written request for a hearing
within 30 days after a denial of the request
for extension. 

5) The director shall not approve any
rental or lease of a home or farm that affects
the tax exempt status of bonds issued under
Article XI -A of the Oregon Constitution. 
When the rental or lease does not affect the
tax exempt status of such bonds, the director
may approve in writing the rental or lease
of a home or farm after the home or farm is
used as the principal residence of the bor- 
rower. The director shall impose conditions

for such approval based on the following cri- 
teria: 

a) A significant change in the economy
of this state; amending ORS 407.355 and
407.385; 

b) A significant change in the borrower's
occupation; 

c) The dissolution or annulment of the
borrower' s marriage; or

d) A significant geographical relocation

by the borrower. 
6) App, oval by the director of the rental

or lease of a home or farm under subsection
5) of this section shall not be granted for

any period longer than 12 months. [ Formerly
407042 1987 x767 §3; 1991 c.262 § 21

407.390 [ Repealed by 1981 c.660 § 181

407.385 [ 1953 c.595 § l; repealed by 1981 c.660 § 181
407397 [ Formerly 407.043; repealed by 1985 c.296

101

407A00 [ Repealed by 1981 c.660 § 181

407A10 [ Repealed by 1981 c.660 § 181

GENERAL OBLIGATION BONDS

407.415 Issuance of bonds. In order to
provide funds for the purposes specified in
Article XI -A of the Oregon Constitution, 

bonds may be issued in accordance with the
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provisions of ORS 286.031 to 286.061. 
Formerly 407.1401

407420 [ Amended by 1971 c.418 § 12; repealed by
1981 c.660 § 18] 

407.425 Special bond issue; conditions. 

In issuing bonds under ORS 407.415, the
State Treasurer may structure an issue of
bonds with regard to amounts, maturity
dates, interest rates and such other terms
and conditions of the bonds. In order to meet
the specific requirements of a selected group
of applicants for loans under this chapter
and before asking the State Treasurer to
structure an issue of bonds under this au- 
thority, the director must consider the num- 
ber of applications on hand which will be
funded by the issue, the solvency of the pro- 
gram as a whole, the current value of money, 
the condition of the tax exempt bond market
and the effect of the issue on all veterans. 
1982 as.i c.12 § 4] 

407A30 [ Repealed by 1971 c.743 § 4321

407.435 Issuance of bonds for tag pay- 
ment; conditions; term. Notwithstanding
the general obligation and revenue bond lim- 

its required by ORS 286.525, on behalf of the
Department of Veterans' Affairs, the State

Treasurer may issue general obligation bonds
in an amount not to exceed the amount rea- 

sonably expected to be advanced for the pay- 
ment of taxes for veterans each tax year. 
Such bonds shall mature in no more than 18

months and may be sold at public compet- 
itive bid or private negotiated sale, as deter- 

mined by the State Treasurer. [ 1983 c.445 § 11i

407A40 [ Repealed by 1981 c.660 § 181

407A45 [ 1982 s.s.1 c. 12 § 3; repealed by 1991 c.262 § 11

LIFE AND MORTGAGE INSURANCE

407.465 Loan cancellation life insur- 
ance. ( 1) Subject to the limitations provided
for in this chapter the director may provide
loan cancellation life insurance for any per- 
son who receives or assumes a loan or makes
a contract under this chapter for the acqui- 
sition of a home or farm, and the spouse or
former spouse of that person. 

2) Such insurance may insure the life of
the person who receives or assumes the loan
or who is the contract purchaser and the life
of the spouse or former spouse of that person
for all or a portion of the amount of principal
and interest due on the state loan or con- 
tract. However, for each loan or contract, 
the lives of not more than two persons shall
be insured. The State of Oregon shall be
named the beneficiary of the insurance. 
When an individual insured under this chap- 
ter dies, the proceeds of the insurance shall
be used to pay all or the insured portion of
the balance of the state loan or contract, and

the director shall issue a revised payment
plan or a satisfaction of the loan or contract. 

3) The Department of General Services
shall procure loan cancellation life insurance
to meet the requirements of this chapter in

compliance with the laws governing the pur- 
chase and furnishing of services to state
a

11enCfes. [
Formerly 407.074; 1985 c.221 § l; 1987 c.132

407.475 Persons insurable under ORS

407.465. Any person receiving or assuming a
loan or making a contract under this chapter
for the acquisition of a home or farm, and
the spouse or former spouse of that person, 
may be insured under the insurance provided
for by ORS 407.465 upon complying with
such rules relating to that insurance as the
director may adopt. [ Formerly 407.076; 1985 c.221
2; 1987 x132 f2] 

407.480 Definitions for ORS 407.480 to
407.490. As used in ORS 407.480 to 407.490: 

1) " Insurance" means any mortgage

guarantee or mortgage insurance against fi- 

nancial loss by reason of: 
a) Collection activity; 
b) Foreclosure; or

c) Foreclosure by the director under
ORS 407.135. 

2) " Mortgage" includes a trust deed. 
1989 x677 §21

407.485 Agreements for mortgage in- 
surance; terms; amount; required cover- 
age. ( 1) The director may enter into an
agreement with any public or private organ- 
ization or with any federal or state govern- 
mental agency to provide insurance for
qualified mortgages. 

2) The terms of the agreement for insur- 

ance, including the amount of insurance and
the premium therefor, shall be agreed upon

by the director and the organization or
agency. 

3) Insurance provided under this section
shall not exceed coverage of $ 80,000 for a

home secured by a mortgage or $ 185,000 for

a farm secured by a mortgage. 
4) If a qualified borrower borrows an

amount under this chapter that is less than
80 percent of the net appraised value of the
home or farm that secures the loan, the di- 

rector may approve the loan without requir- 
ing insurance. [ 1989 0.677 § 31

407.490 Mortgage insurance claims; li- 

ability of director. After assignment trans- 
fer and delivery by the director of all rights
in the insured property to the organization
or person providing insurance, the director
shall not be liable to any borrower for any
claim or grievance arising out of the insur- 
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ance agreement or the loan agreement. [ 1989 407.205, 407.275, 407.415, 407.425, 407.435 and
c.677 § 4] 407.555 to 407.565. 

FINANCES

407.495 Oregon War Veterans' Fund; 
sources; uses. ( 1) The money arising from
the sale of each issue of bonds authorized
under section 2, Article XI -A, of the Oregon
Constitution, shall be deposited in the State
Treasury and be credited to a special fund
separate and distinct from the General Fund, 
to be known as the Oregon War Veterans' 
Fund; which fund hereby is appropriated for
the purpose of carrying out the provisions of
this section and ORS 407.115, 407. 125, 
407.165, 407.205, 407.275, 407.415 and 407.515
to 407.565 and to purchase bonds issued for
the purposes of such provisions. With the
approval of the director, the moneys in the

fund not immediately required for loaning
may be invested as provided in ORS 293.701
to 293.776, 293.810 and 293.820. The earnings
from such investments shall inure to the
Oregon War Veterans' Fund. 

2) In addition to the money arising from
the sale of such bonds, the Oregon War Vet- 
erans' Fund shall also consist of

a) All moneys received as payments on
principal and interest of loans made under
ORS 407.125; 

b) All moneys received as accrued inter- 
est upon bonds sold; 

c) All moneys derived from tax levies
provided for in ORS 291.344; 

d) All moneys derived from the sale, 
rental or administration of property acquired
by foreclosure or other proceeding, or deed; 

e) All moneys received as interest
earned on the investment of moneys in the
Oregon War Veterans' Fund; 

M All moneys received as proceeds from
the sale of refunding bonds; and

g) All other moneys accruing under this
section and ORS 407.115, 407.125, 407.165, 
407. 205, 407.275, 407.415, 407.425, 407.435 and
407.555 to 407.565. 

3) All moneys in the Oregon War Veter- 

ans' Fund are continuous)y appropriated to
the Director of Veterans' Affairs for the fol- 

lowing purposes: 
a) To carry out the provisions of this

section and ORS 407.115, 407. 125, 407.165
407.205, 407.275, 407.415, 407.425, 407.435 an 
407.555 to 407.565; 

b) To purchase bonds issued for the pur- 
poses of such provisions; and

c) Except for moneys derived from the
sale of bonds or from tax levies, for payment
of expenses of the administration of this sec- 
tion and ORS 407. 115, 407.125, 407. 165, 

4) With the approval of the director, the
moneys in the Oregon War Veterans' Fund

not immediately required to provide loans for
the acquisition of farms and homes may be
invested as provided in ORS 293.701 to
293.776, 293.810 and 293.820. The earnings
from such investments shall be credited to
the Oregon War Veterans' Fund. ( Formerly
407.160; 1987 c.652 § 10; 1991 c.220 § 111

407.505 Loan moneys to be reserved
for borrower prior to loan commitment. 

1) When the director determines that an ap- 
plicant's loan may be approved in accordance
with this chapter, the director, before mak- 
ing a loan commitment, shall reserve an

amount of money in the Oregon War Veter- 
ans' Fund equal to the amount requested by
the applicant to be used only for pavment to
the applicant which shall be set aside in the
Direct Commitment Reserve Account. 

2) Moneys in the Oregon War Veterans' 
Fund Direct Commitment Reserve Account

shall be reserved as loan proceeds for an ap- 
plicant under subsection ( 1) of this section

and shall not be used for any other purpose
unless the applicant cancels the application
for the loan prior to receipt of the loan pro- 
ceeds. ( Formerly 407.0351

407.510 [ Repealed by 1967 x421 §2061

407.515 Oregon War Veterans' Bond

Sinlung Account; sources; use. ( 1) The
Oregon War Veterans' Bond Sinking Ac- 
count is created as a restricted account
within the Oregon War Veterans' Fund. The

sinking account shall consist of all moneys
received as payments on principal and inter- 
est of loans made under ORS 407.125; all
moneys received as accrued interest upon
bonds sold; all moneys derived from tax
levies provided for in ORS 291.344; all mon- 
eys derived from the sale, rental or adminis- 

tration of property acquired by foreclosure
or other proceeding, or deed; all moneys re- 
ceived as interest upon investments of the
account and the Oregon War Veterans' Fund; 
all moneys received as proceeds from the

sale of refunding bonds; and all other moneys
accruing under ORS 407. 115, 407.125, 407.165, 
407.205, 407.275, 407.415, 407.495 and 407.515
not required to be credited to the Oregon
War Veterans' Fund. 

2) Disbursements from the sinking ac- 
count shall be made upon submission of duly
verified claims, approved by the director, to
the Secretary of State, who shall audit the
same in the manner that other claims
against the state are audited. The moneys in

the sinking account, other than those derived
from tax levies and from sales of refunding
bonds, hereby are continuously appropriated
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for payment of expenses of administration of
ORS 407 .115, 407.125, 407.165, 407.205, 
407.275, 407.415, 407.495 and 407.515 to

407.565. The moneys in the sinking account
may be invested as provided in ORS 293.701
to 293.776, 293.810 and 293.820. 

3) Amounts in the sinking account shall
be held and set aside separately from the
amounts in the Oregon War Veterans' Fund
and any other funds or assets of this state, 
but such account may be accounted for as
part of the Oregon War Veterans' Fund. 

4) The debt service reserve account
within the sinking account shall be main- 
tained as a subaccount within the sinking
account dedicated to provide funds for the
payment of bonds issued under authority of
Article XI -A of the Oregon Constitution. 

5) Nothing in this section shall be con- 
strued so as to impair any covenant or
agreement with the holders of such bonds
heretofore entered into by the director on
behalf of this state with respect to the main- 
tenance of the sinking account as heretofore
constituted and any such covenant and

agreement shall remain in full force and ef- 
fect. [ Formerly 407.170; 1987 x425 § 7; 1987 x652 § 13; 
1989 c.932 § 4; 1991 c.220 § 121

407520 [ Repealed by 1967 c.421 § 2061

407.525 Transfer of sinking account
moneys to veterans' fund; retransfer. If, 
at any time, there are applications for loans
aggregating a total in excess of the money
available therefor in the Oregon War Veter- 

ans' Fund, the director may transfer to said
fund any moneys in the sinking account, ex- 
cept those derived from tax levies and those
received from the sale of refunding bonds. 
When sufficient funds are available in the
Oregon War Veterans' Fund, the director

may transfer back to the sinking account an
amount not exceeding the total so trans- 
ferred from the sinking account to the
Oregon War Veterans' Fund. [ Formerly 407. 180; 
1987 c.652 § 141

407590 [ Repealed by 1967 c.421 § 2061
407535 [ Formerly 407. 183; repealed by 1987 c.652

121

407540 [ Repealed by 1967 c.421 § 2061
407541 [ Repealed by 1967 c.421 § 2061
407545 [ Formerly 407. 186; repealed by 1987 c.652

121

407550 [ Repealed by 1967 c.421 § 2061

407ZW Auditing and payment of

claims. Except as provided in ORS 407.415, 
all claims duly approved by the director, in- 
curred in pursuance of ORS 407. 115, 407.125, 
407.165, 407.205, 407.275, 407.415, 407.495 and

407.515 to 407.575, shall be paid by warrants
drawn upon the State Treasurer by the
Executive Department upon the appropriate
funds for the payment of such claims. 

Formerly 407. 1901

407.560 [ Repealed by 1967 c.421 § 2061

407.565 Revolving account. The Execu- 
tive Department is authorized to draw a
warrant on the Oregon War Veterans' Fund
in favor of the director in a sum not to ex- 
ceed $ 2 million, which sum shall constitute
an advance to be used in anticipation of the
verified vouchers supplied in accordance

with this section; and shall be used only as
a revolving account, separate and distinct
from the General Fund, to be maintained
with the State Treasurer, for receipt and
disbursement of moneys received under au- 
thority of ORS 407.165 and for payment of
general operating expenses. All reimburse- 
ment vouchers for claims paid from the re- 
volving account shall be verified by the
director and presented to the Executive De- 
ppartment for payment. The warrants issued

by the Executive Department shall be drawn
in favor of the director and shall be used to

reimburse the revolving account. [ Formerly
407.200; 1989 c.966 § 451

407.570 [ Repealed by 1967 c.421 § 2061

407BM [ Formerly 407.210; 1987 c.652 § 11; repealed
by 1991 c.220 § 151

407580 [ Repealed by 1967 c.421 § 2061

407.590 [ Repealed by 1967 x421 §2061

AUSCELLANEOUS

407.595 Loans not subject to execution
or assignment. No right, ,payment or pro- 

ceeds of any loan made under ORS 407.125
or statutes supplementary thereof shall be
subject to garnishment, attachment or exe- 

cution or the claim of any creditor; nor shall
any such right or payment be capable of' as- 
signment except as may be necessary for
completion of any loan applied for and then
only under such rules and regulations as may
be prescribed by the director. [ Formerly 407.1101

407.600 [ Repealed by 1967 x421 §2061

407610 [Amended by 1953 c. 106 § 2; repealed by 1967
c.421 § 2061

407620 [Repealed by 1967 c.421 § 2061

407.630 [ Repealed by 1967 c. 421 § 2061

407640 [ Repealed by 1967 cA21 §2061

407650 [ Repealed by 1953 c. 106 § 21

407660 [ Repealed by 1953 c. 106 § 21
407.990 [ Amended by 1967 c.421 § 202; repealed by

1971 043 §4321
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