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Subpart A—General

§81.1 Scope of part.

(a) Authority. The Secretary has gen-
eral regulatory power respecting the
Federal National Mortgage Association
(‘“‘Fannie Mae’’) and the Federal Home
Loan Mortgage Corporation (‘‘Freddie
Mac’’) (referred to collectively as Gov-
ernment-sponsored enterprises
(““GSEs”’)) and is required to make such
rules and regulations as are necessary
and proper to ensure that the provi-
sions of the Federal Housing Enter-
prises Financial Safety and Soundness
Act of 1992 (“FHEFSSA”’), codified gen-
erally at 12 U.S.C. 4501-4641; the Fannie
Mae Charter Act, 12 U.S.C. 1716-1723h;
and the Freddie Mac Act, 12 U.S.C.
1451-59, are accomplished.

(b) Relation between this part and the
authorities of OFHEO. The Director of
the Office of Federal Housing Enter-
prise Oversight (‘“‘OFHEO”) will issue
separate regulations implementing the
Director’s authority respecting the
GSEs. In this part, OFHEO and the Di-
rector are only referenced when the Di-
rector’s responsibilities are connected
with the Secretary’s responsibilities.

§81.2 Definitions.

(a) Statutory terms. All terms defined
in FHEFSSA (12 U.S.C. 4502) are used
in accordance with their statutory
meaning unless otherwise defined in
paragraph (b) of this section.
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(b) Other terms. As used in this part,
the term—

AHAR means the Annual Housing Ac-
tivities Report that a GSE submits to
the Secretary under sections 309(n) of
the Fannie Mae Charter Act or 307(f) of
the Freddie Mac Act.

AHAR information means data or in-
formation contained in the AHAR.

AHS means the American Housing
Survey published by HUD and the De-
partment of Commerce.

Balloon mortgage means a mortgage
providing for payments at regular in-
tervals, with a final payment (‘‘balloon
payment’’) that is at least 5 percent
more than the periodic payments. The
periodic payments may cover some or
all of the periodic principal or interest.
Typically, the periodic payments are
level monthly payments that would
fully amortize the mortgage over a
stated term and the balloon payment is
a single payment due after a specified
period (but before the mortgage would
fully amortize) and pays off or satisfies
the outstanding balance of the mort-
gage.

Book-entry GSE Security means a GSE
Security issued or maintained in the
Book-entry System. Book-entry GSE
Security also means the separate inter-
est and principal components of a
Book-entry GSE Security if such secu-
rity has been designated by the GSE as
eligible for division into such compo-
nents and the components are main-
tained separately on the books of one
or more Federal Reserve Banks.

Book-entry System means the auto-
mated book-entry system operated by
the Federal Reserve Banks acting as
the fiscal agent for the GSEs, on which
Book-entry GSE Securities are issued,
recorded, transferred and maintained
in book-entry form.

Central city means the underserved
areas located in any political subdivi-
sion designated as a central city by the
Office of Management and Budget of
the Executive Office of the President.

Charter Act means the Federal Na-
tional Mortgage Association Charter
Act (12 U.S.C. 1716 et seq.) or the Fed-
eral Home Loan Mortgage Corporation
Act (12 U.S.C. 1451 et seq.).

Contract rent means the total rent
that is, or is anticipated to be, speci-
fied in the rental contract as payable

24 CFR Subtitle A (4-1-06 Edition)

by the tenant to the owner for rental of
a dwelling unit, including fees or
charges for management and mainte-
nance services and those utility
charges that are included in the rental
contract. In determining contract rent,
rent concessions shall not be consid-
ered, i.e., contract rent is not decreased
by any rent concessions. Contract rent
is rent net of rental subsidies.

Conventional mortgage means a mort-
gage other than a mortgage as to
which a GSE has the benefit of any
guaranty, insurance or other obliga-
tion by the United States or any of its
agencies or instrumentalities.

Day means a calendar day.

Definitive GSE Security means a GSE
Security in engraved or printed form,
or that is otherwise represented by a
certificate.

Director
OFHEO.

Dwelling unit means a room or unified
combination of rooms intended for use,
in whole or in part, as a dwelling by
one or more persons, and includes a
dwelling unit in a single-family prop-
erty, multifamily property, or other
residential or mixed-use property.

ECOA means the Equal Credit Oppor-
tunity Act (15 U.S.C. 1691 et seq.).

Eligible Book-entry GSE  Security
means a Book-entry GSE Security
issued or maintained in the Book-entry
System which by the terms of its Secu-
rity Documentation is eligible to be
converted from book-entry form into
definitive form.

Entitlement Holder means a Person or
a GSE to whose account an interest in
a Book-entry GSE Security is credited
on the records of a Securities Inter-
mediary.

Familial status has the same defini-
tion as is set forth at 24 CFR 100.20.

Family means one or more individuals
who occupy the same dwelling unit.

Fannie Mae means the Federal Na-
tional Mortgage Association and any
affiliate thereof.

Federal Reserve Bank Operating Cir-
cular means the publication issued by
each Federal Reserve Bank that sets
forth the terms and conditions under
which the Reserve Bank maintains
book-entry Securities accounts (in-
cluding Book-entry GSE Securities)

means the Director of
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and transfers book-entry Securities
(including Book-entry GSE Securities).

FHEFSSA means the Federal Housing
Enterprises Financial Safety and
Soundness Act of 1992, codified gen-
erally at 12 U.S.C. 4501-4651.

FOIA means the Freedom of Informa-
tion Act (5 U.S.C. 552).

Freddie Mac means the Federal Home
Loan Mortgage Corporation and any af-
filiate thereof.

Freddie Mac Act means the Federal
Home Loan Mortgage Corporation Act
(12 U.S.C. 1451 et seq.).

Government-sponsored  enterprise or
GSE means Fannie Mae or Freddie
Mac.

GSE Security means any security or
obligation of Fannie Mae or Freddie
Mac issued under its respective Charter
Act in the form of a Definitive GSE Se-
curity or a Book-entry GSE Security.

Handicap has the same definition as
is set forth at 24 CFR 100.201.

HOEPA mortgage’” means a mortgage
for which the annual percentage rate
(as calculated in accordance with the
relevant provisions of section 107 of the
Home Ownership Equity Protection
Act (HOEPA) (15 U.S.C. 1606)) exceeds
the threshold described in section
103(aa)(1)(A) of HOEPA (15 U.S.C.
1602(aa)(1)(A)), or for which the total
points and fees payable by the bor-
rower exceed the threshold described in
section 103(aa)(1)(B) of HOEPA (15
U.S.C. 1602(aa)(1)(B)), as those thresh-
olds may be increased or decreased by
the Federal Reserve Board or by Con-
gress, unless the GSEs are otherwise
notified in writing by HUD. Notwith-
standing the exclusions in section
103(aa)(1) of HOEPA, for purposes of
this part, the term ‘“HOEPA mortgage”
includes all types of mortgages as de-
fined in this section, including residen-
tial mortgage transactions as that
term is defined in section 103(w) of
HOEPA (15 U.S.C. 1602(w)), but does not
include reverse mortgages.

Home Purchase Mortgage means a resi-
dential mortgage for the purchase of an
owner-occupied single-family property.

HUD means the United States De-
partment of Housing and Urban Devel-
opment.

Lender means any entity that makes,
originates, sells, or services mortgages,
and includes the secured -creditors
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named in the debt obligation and docu-
ment creating the mortgage.

Low-income area means a census tract
or block numbering area in which the
median income does not exceed 80 per-
cent of the area median income.

Median income means, with respect to
an area, the unadjusted median family
income for the area as most recently
determined and published by HUD.
HUD will provide the GSEs annually
with information specifying how HUD’s
published median family income esti-
mates for metropolitan areas are to be
applied for the purposes of determining
median family income.

Metropolitan area means a metropoli-
tan statistical area (‘“MSA’’), or a por-
tion of such an area for which median
family income estimates are published
annually by HUD.

Minority means any individual who is
included within any one or more of the
following racial and ethnic categories:

(1) American Indian or Alaskan Na-
tive—a person having origins in any of
the original peoples of North and South
America (including Central America),
and who maintains tribal affiliation or
community attachment;

(2) Asian—a person having origins in
any of the original peoples of the Far
East, Southeast Asia, or the Indian
subcontinent, including, for example,
Cambodia, China, India, Japan, Korea,
Malaysia, Pakistan, the Philippine Is-
lands, Thailand, and Vietnam;

(3) Black or African American—a per-
son having origins in any of the black
racial groups of Africa;

(4) Hispanic or Latino—a person of
Cuban, Mexican, Puerto Rican, South
or Central American, or other Spanish
culture or origin, regardless of race;
and

(5) Native Hawaiian or Other Pacific
Islander—a person having origins in
any of the original peoples of Hawaii,
Guam, Samoa, or other Pacific Islands.

Mortgage means a member of such
classes of liens, including subordinate
liens, as are commonly given or are le-
gally effective to secure advances on,
or the unpaid purchase price of, real es-
tate under the laws of the State in
which the real estate is located, or a
manufactured home that is personal
property under the laws of the State in
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which the manufactured home is lo-
cated, together with the credit instru-
ments, if any, secured thereby, and in-
cludes interests in mortgages. ‘‘Mort-
gage’ includes a mortgage, lien, in-
cluding a subordinate lien, or other se-
curity interest on the stock or mem-
bership certificate issued to a tenant-
stockholder or resident-member by a
cooperative housing corporation, as de-
fined in section 216 of the Internal Rev-
enue Code of 1986, and on the propri-
etary lease, occupancy agreement, or
right of tenancy in the dwelling unit of
the tenant-stockholder or resident-
member in such cooperative housing
corporation.

Mortgage data means data obtained
by the Secretary from the GSEs under
subsection 309(m) of the Fannie Mae
Charter Act and subsection 307(e) of
the Freddie Mac Act.

Mortgage purchase means a trans-
action in which a GSE bought or other-
wise acquired with cash or other thing
of value, a mortgage for its portfolio or
for securitization.

Mortgages contrary to good lending
practices means a mortgage or a group
or category of mortgages entered into
by a lender and purchased by a GSE
where it can be shown that a lender en-
gaged in a practice of failing to:

(1) Report monthly on borrowers’ re-
payment history to credit repositories
on the status of each GSE loan that a
lender is servicing;

(2) Offer mortgage applicants prod-
ucts for which they qualify, but rather
steer applicants to high cost products
that are designed for less credit worthy
borrowers. Similarly, for consumers
who seek financing through a lender’s
higher-priced subprime lending chan-
nel, lenders should not fail to offer or
direct such consumers toward the lend-
er’s standard mortgage line if they are
able to qualify for one of the standard
products;

(3) Comply with fair lending require-
ments; or

(4) Engage in other good lending
practices that are:

(i) Identified in writing by a GSE as
good lending practices for inclusion in
this definition; and

(i) Determined by the Secretary to
constitute good lending practices.
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Mortgages with unacceptable terms or
conditions or resulting from unacceptable
practices means a mortgage or a group
or category of mortgages with one or
more of the following terms or condi-
tions:

(1) Excessive fees, where the total
points and fees charged to a borrower
exceed the greater of 5 percent of the
loan amount or a maximum dollar
amount of $1000, or an alternative
amount requested by a GSE and deter-
mined by the Secretary as appropriate
for small mortgages.

(i) For purposes of this definition,
points and fees include:

(A) Origination fees;

(B) Underwriting fees;

(C) Broker fees;

(D) Finder’s fees; and

(E) Charges that the lender imposes
as a condition of making the loan,
whether they are paid to the lender or
a third party.

(ii) For purposes of this definition,
points and fees do not include:

(A) Bona fide discount points;

(B) Fees paid for actual services ren-
dered in connection with the origina-
tion of the mortgage, such as attor-
neys’ fees, notary’s fees, and fees paid
for property appraisals, credit reports,
surveys, title examinations and ex-
tracts, flood and tax certifications, and
home inspections;

(C) The cost of mortgage insurance or
credit-risk price adjustments;

(D) The costs of title, hazard, and
flood insurance policies;

(E) State and local transfer taxes or
fees;

(F) Escrow deposits for the future
payment of taxes and insurance pre-
miums; and

(G) Other miscellaneous fees and
charges that, in total, do not exceed
0.25 percent of the loan amount.

(2) Prepayment penalties,
where:

(i) The mortgage provides some bene-
fits to the borrower (e.g., such as rate
or fee reduction for accepting the pre-
payment premium);

(ii) The borrower is offered the choice
of another mortgage that does not con-
tain payment of such a premium;

except
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(iii) The terms of the mortgage provi-
sion containing the prepayment pen-
alty are adequately disclosed to the
borrower; and

(iv) The prepayment penalty is not
charged when the mortgage debit is ac-
celerated as the result of the bor-
rower’s default in making his or her
mortgage payments.

(3) The sale or financing of prepaid
single-premium credit life insurance
products in connection with the origi-
nation of the mortgage;

(4) Evidence that the lender did not
adequately consider the borrower’s
ability to make payments, i.e., mort-
gages that are originated with under-
writing techniques that focus on the
borrower’s equity in the home, and do
not give full consideration of the bor-
rower’s income and other obligations.
Ability to repay must be determined
and must be based upon relating the
borrower’s income, assets, and liabil-
ities to the mortgage payments; or

(5) Other terms or conditions that
are:

(i) Identified in writing by a GSE as
unacceptable terms or conditions or re-
sulting from unacceptable practices for
inclusion in this definition,; and

(ii) Determined by the Secretary as
an unacceptable term or condition of a
mortgage for which goals credit should
not be received.

Multifamily housing means a residence
consisting of more than 4 dwelling
units. The term includes cooperative
buildings and condominium projects.

New England means Connecticut,
Maine, Massachusetts, New Hampshire,
Rhode Island, and Vermont.

OFHEO means the Office of Federal
Housing Enterprise Oversight.

Ongoing program means a program
that is expected to continue for the
foreseeable future.

Other underserved area means any un-
derserved area that is in a metropoli-
tan area, but not in a central city.

Owner-occupied unit means a dwelling
unit in single-family housing in which
a mortgagor of the unit resides.

Participant means a Person or GSE
that maintains a Participant’s Securi-
ties Account with a Federal Reserve
Bank.
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Participation means a fractional in-
terest in the principal amount of a
mortgage.

Person, as used in subpart H, means
and includes an individual, corpora-
tion, company, governmental entity,
association, firm, partnership, trust,
estate, representative, and any other
similar organization, but does not
mean or include the United States, a
GSE, or a Federal Reserve Bank.

Portfolio of loans means 10 or more
loans.

Proprietary information means all
mortgage data and all AHAR informa-
tion that the GSEs submit to the Sec-
retary in the AHARs that contain
trade secrets or privileged or confiden-
tial, commercial, or financial informa-
tion that, if released, would be likely
to cause substantial competitive harm.

Public data means all mortgage data
and all AHAR information that the
GSEs submit to the Secretary in the
AHARSs, that the Secretary determines
are not proprietary and may appro-
priately be disclosed consistent with
other applicable laws and regulations.

Real estate mortgage investment conduit
(REMIC) means multi-class mortgage
securities issued by a tax-exempt enti-
ty.

Refinancing means a transaction in
which an existing mortgage is satisfied
or replaced by a new mortgage under-
taken by the same borrower. The term
does not include:

(1) A renewal of a single payment ob-
ligation with no change in the original
terms;

(2) A reduction in the annual percent-
age rate of the mortgage as computed
under the Truth in Lending Act, with a
corresponding change in the payment
schedule;

(3) An agreement involving a court
proceeding;

(4) A workout agreement, in which a
change in the payment schedule or col-
lateral requirements is agreed to as a
result of the mortgagor’s default or de-
linquency, unless the rate is increased
or the new amount financed exceeds
the unpaid balance plus earned finance
charges and premiums for the continu-
ation of insurance;

(5) The renewal of optional insurance
purchased by the mortgagor and added
to an existing mortgage; and
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(6) A renegotiated balloon mortgage
on a multifamily property where the
balloon payment was due within 1 year
after the date of the closing of the re-
negotiated mortgage.

(7) A conversion of a balloon mort-
gage note on a single family property
to a fully amortizing mortgage note
where the GSE already owns or has an
interest in the balloon note at the time
of the conversion

Rent means, for a dwelling unit:

(1) When the contract rent includes
all utilities, the contract rent; or

(2) When the contract rent does not
include all utilities, the contract rent
plus:

(i) The actual cost of utilities not in-
cluded in the contract rent; or

(ii) A utility allowance.

Rental housing means dwelling units
in multifamily housing and dwelling
units that are not owner occupied in
single-family housing.

Rental unit means a dwelling unit
that is not owner-occupied and is
rented or available to rent.

Residence means a property where
one or more families reside.

Residential mortgage means a mort-
gage on single-family or multifamily
housing.

Revised Article 8 has the same mean-
ing as in 31 CFR 357.2.

Rural area means any underserved
area located outside of any metropoli-
tan area.

Seasoned mortgage means a mortgage
on which the date of the mortgage note
is more than 1 year before the GSE
purchased the mortgage.

Second mortgage means any mortgage
that has a lien position subordinate
only to the lien of the first mortgage.

Secondary residence means a dwelling
where the mortgagor maintains (or will
maintain) a part-time place of abode
and typically spends (or will spend) less
than the majority of the calendar year.
A person may have more than one sec-
ondary residence at a time.

Secretary means the Secretary of
Housing and Urban Development and,
where appropriate, any person des-
ignated by the Secretary to perform a
particular function for the Secretary,
including any HUD officer, employee,
or agent.
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Security means any mortgage partici-
pation certificate, note, bond, deben-
ture, evidence of indebtedness, collat-
eral-trust certificate, transferable
share, certificate of deposit for a secu-
rity, or, in general, any interest or in-
strument commonly known as a ‘‘se-
curity.”

Securities Documentation means the
applicable statement of terms, trust in-
denture, securities agreement or other
documents establishing the terms of a
Book-entry GSE Security.

Single-family housing means a resi-
dence consisting of one to four dwelling
units. Single-family housing includes
condominium dwelling units and dwell-
ing units in cooperative housing
projects.

Transfer message means an instruc-
tion of a Participant to a Federal Re-
serve Bank to effect a transfer of a
Book-entry Security (including a
Book-entry GSE Security) maintained
in the Book-entry System, as set forth
in Federal Reserve Bank Operating Cir-
culars.

Underserved area means:

(1) For purposes of the definitions of
“Central city’”’ and ‘“‘Other underserved
area,”’” a census tract, a Federal or
State American Indian reservation or
tribal or individual trust land, or the
balance of a census tract excluding the
area within any Federal or State
American Indian reservation or tribal
or individual trust land, having:

(i) A median income at or below 120
percent of the median income of the
metropolitan area and a minority pop-
ulation of 30 percent or greater; or

(ii) A median income at or below 90
percent of median income of the metro-
politan area.

(2) For purposes of the definition of
“Rural area,” a whole census tract, a
Federal or State American Indian res-
ervation or tribal or individual trust
land, or the balance of a census tract
excluding the area within any Federal
or State American Indian reservation
or tribal or individual trust land, hav-
ing:

(i) A median income at or below 120
percent of the greater of the State non-
metropolitan median income or the na-
tionwide non-metropolitan median in-
come and a minority population of 30
percent or greater; or
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(ii) A median income at or below 95
percent of the greater of the State non-
metropolitan median income or nation-
wide non-metropolitan median income.

(3) Any Federal or State American
Indian reservation or tribal or indi-
vidual trust land that includes land
that is both within and outside of a
metropolitan area and that is des-
ignated as an underserved area by
HUD. In such cases, HUD will notify
the GSEs as to applicability of other
definitions and counting conventions.

Utilities means charges for elec-
tricity, piped or bottled gas, water,
sewage disposal, fuel (oil, coal, ker-

osene, wood, solar energy, or other),
and garbage and trash collection. Utili-
ties do not include charges for tele-
phone service.

Utility allowance means either:

(1) The amount to be added to con-
tract rent when utilities are not in-
cluded in contract rent (also referred
to as the ‘“AHS-derived utility allow-
ance’’), as issued annually by the Sec-
retary; or

(2) The utility allowance established
under the HUD Section 8 Program (42
U.S.C. 1437f) for the area where the
property is located.

Very-low-income has the same defini-
tion as ‘‘very low-income’ has in
FHEFSSA.

Wholesale exchange means a trans-
action in which a GSE buys or other-
wise acquires mortgages held in port-
folio or securitized by the other GSE,
or where both GSEs swap such mort-
gages.

Working day means a day when HUD
is officially open for business.

(c) Subpart H terms. Unless the con-
text requires otherwise, terms used in
subpart H of this part that are not de-
fined in this part, have the meanings as
set forth in 31 CFR 357.2. Definitions
and terms used in 31 CFR part 357
should read as though modified to ef-
fectuate their application to the GSEs.

[60 FR 61888, Dec. 1, 1995, as amended at 61
FR 63947, Dec. 2, 1996; 62 FR 28977, May 29,
1997; 656 FR 65084, Oct. 31, 2000; 69 FR 63638,
Nov. 2, 2004]
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Subpart B—Housing Goals

§81.11 General.

This subpart establishes: three hous-
ing goals, as required by FHEFSSA; re-
quirements for measuring performance
under the goals; and procedures for
monitoring and enforcing the goals.

§81.12 Low- and Moderate-Income
Housing Goal.

(a) Purpose of goal. This annual goal
for the purchase by each GSE of mort-
gages on housing for low- and mod-
erate-income families (‘‘the Low- and
Moderate-Income Housing Goal”’) is in-
tended to achieve increased purchases
by the GSEs of such mortgages.

(b) Factors. In establishing the Low-
and Moderate-Income Housing Goals,
the Secretary considered the factors in
12 U.S.C. 4562(b). A statement docu-
menting HUD’s considerations and
findings with respect to these factors,
entitled ‘‘Departmental Considerations
to Establish the Low- and Moderate-In-
come Housing Goal,”” was published in
the FEDERAL REGISTER on November 2,
2004.

(c) Goals. The annual goals for each
GSE’s purchases of mortgages on hous-
ing for low- and moderate-income fami-
lies are:

(1) For the year 2005, 52 percent of the
total number of dwelling units financed
by that GSE’s mortgage purchases un-
less otherwise adjusted by HUD in ac-
cordance with FHEFSSA. In addition,
as a Low- and Moderate-Income Hous-
ing Home Purchase Subgoal, 45 percent
of the total number of home purchase
mortgages in metropolitan areas fi-
nanced by that GSE’s mortgage pur-
chases shall be home purchase mort-
gages in metropolitan areas which
count toward the Low- and Moderate-
Income Housing Goal in the year 2005
unless otherwise adjusted by HUD in
accordance with FHEFSSA;

(2) For the year 2006, 53 percent of the
total number of dwelling units financed
by that GSE’s mortgage purchases un-
less otherwise adjusted by HUD in ac-
cordance with FHEFSSA. In addition,
as a Low- and Moderate-Income Hous-
ing Home Purchase Subgoal, 46 percent
of the total number of home purchase

437



