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Be enacted by the Senate and House of Representatives of the Philippines in Congress assembled:

SECTION 1. The Government of the Republic of the Philippines thru the People's Homesite and Housing
Corporation is hereby authorized to guarantee losses which any bank, banking institution, trust corporation,
building and loan association, or insurance company, duly incorporated under the laws of the Philippines or
licensed to do business in the Philippines, may suffer on account of any loan which may be granted after the
approval of this Act specifically and exclusively for the repair, improvement, construction and/or purchase of
residential homes under the following terms and conditions:

- Each individual loan to be so guaranteed shall not exceed the sum of ten thousand pesos. The term of
payment shall be not less than five nor more than fifteen years; the rate of interest shall not be more than eight
per cent per annum; the amount of the loan shall be not less than sixty per cent nor more than eighty per cent of
the fair market value of the real estate given as security; and to prove ownership of the real estate given as
security, it shall be sufficient for the borrower to show that it is assessed for taxation purposes in his name or
that of his predecessors in interest for not less than ten years and that he has paid the taxes thereon and has
been open, uninterrupted, and adverse possession thereof for a similar length of time: Provided, however, That
not more than one loan shall be granted to any borrowing homebuilder;

- The amount of the loss which the Government may assume and guarantee on any one loan shall not be more
than fifty per cent of the amount of the uncollectible portion of the loan; If the appraised value of the land or
the amount already paid for the purchase of the land on which the building is to be constructed is not less than
twenty per cent of the loan required to finance the construction, the full amount of the loan so needed may be
granted by the lending institution.

SEC. 2. The liability of the Government for the guarantee provided herein shall attach only to such loans as the
People's Homesite and Housing Corporation may certify to be in accordance with the provisions of this Act, and
which bear the written guarantee of the said Corporation. To prevent connivance or fraud in violation of the
provisions of this Act, the Corporation shall have access to the records and shall have authority to examine any of
the officers and/or employees of the lending institution involved in any loan presented to the said Corporation for
certification under the provisions of this Act.

SEC. 3. There is hereby appropriated out of any funds in the Treasury of the Republic of the Philippines not
otherwise appropriated, the amount of live million pesos to constitute a Loan Guarantee Fund which, together
with the portion of the interest that will accrue to the Fund as provided in section four of this Act, shall be used by
the People's Homesite and Housing Corporation as a trust fund for the settlement of such obligations as may arise
from the guarantee assumed by the Government as provided in this Act. The sum appropriated under this section
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may be released by the President from time to time, in such amounts as may be determined by him.

SEC. 4. In consideration of the guarantee hereby assumed by the Government a portion of the interest earned or to
be earned on the loans which may be granted under the provisions of this Act by the credit institutions herein
mentioned shall accrue and be paid, as specified in the following schedule, to the Loan Guarantee Fund provided
in section three hereof:

One per cent, if the interest charged is eight per cent;

Three fourth per cent, if the interest charged is six per cent or more but less than eight per cent; and
One fourth per cent, if the interest charged is less than six per cent.
Provided, however, That the above prescribed premiums shall be assumed by the lending institution concerned
and shall not be shifted to the borrowing homebuilder.

SEC. 5. Moneys in the Loan Guarantee Fund not needed to meet any liability properly chargeable to and payable
out of the Fund may be invested in bonds or other obligations of, or in bonds or other obligations guaranteed as to
principal and interest by, the Republic of the Philippines.

SEC. 6. The People's Homesite and Housing Corporation is hereby authorized and directed to make, with the
approval of the President of the Philippines, such rules and regulations as may be necessary for the proper
administration and enforcement of this Act.

SEC. 7. Any person who knowingly contracts a loan guaranteed under the provisions of this Act which shall turn
out to be fictitious or fraudulent in any respect, and any officer and/or employee of a lending institution and/or of
the People's Homesite and Housing Corporation responsible for the contracting of said loan shall be punished by a
fine of not more than five thousand pesos, or imprisonment for not more than two years, or both in the discretion
of the court. The same penalty shall be imposed for any violation of the provisions of this Act, or the rules
promulgated in accordance with the said provisions.

SEC. 8. The provisions of this Act shall apply only to loans contracted after its approval.

SEC. 9. All acts or parts of acts inconsistent with the provisions of this Act are modified accordingly.

SEC. 10. This Act shall take effect upon its approval.

Approved, June 15, 1948.
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