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Scheduled Principal: the amount of prin-
cipal reduction that occurs in a given month
according to the Amortization Schedule of a
mortgage loan; see section 3.6.3.3, Mortgage
Amortization Schedule, of this Appendix.

Servicing Fee: portion of mortgage interest
payment retained by servicer.

Sold Loans: as described in section 3.6.1,
Whole Loan Cash Flows Overview, of this Ap-
pendix.

Spread Accounts: a form of Credit Enhance-
ment; section 3.6.3.6.4, Mortgage Credit En-
hancement, of this Appendix.

Stress Period: the 10-year period covered by
the Stress Test simulation.

Stress Test: the calculation, which applies
specified economic assumptions to Enter-
prise portfolios, described in this Appendix.

Strike Rate: the interest rate above/below
which interest is received for caps/floors.

Subordination Agreements: a form of Credit
Enhancement in which the cash flows allo-
cable to a portion of a mortgage pool are
used to cover losses on loans allocable to an-
other portion of the mortgage pool; see sec-
tion 3.6.3.6.4, Mortgage Credit Enhancement,
of this Appendix.

T

Time Zero: used to designate the conditions
in effect at the start of the Stress Test, as
defined in section 3.6.3.1, Timing Conven-
tions, of this Appendix.

U

Unpaid Principal Balance (UPB): the Unpaid
Principal Balance of a loan or loan group
based solely on its Amortization Schedule,
without giving effect to any missed or other-
wise unscheduled payments.

w
Whole Loan: a mortgage loan.

[66 FR 47806, Sept. 13, 2001, as amended at 67
FR 11861, Mar. 15, 2002; 67 FR 66535, Nov. 1,
2002; 68 FR 7312, Feb. 13, 2003; 71 FR 75087,
Dec. 14, 2006]
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§1770.1 Authority and scope.

(a) Authority. Title XIII of the Hous-
ing and Community Development Act
of 1992, Pub. L. No. 102-550, entitled the
Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (‘‘the
Act”’) (12 U.S.C. 4501 et seq.), estab-
lished the Office of Federal Housing
Enterprise Oversight (‘““‘OFHEQO”’) as an
independent office within the Depart-
ment of Housing and Urban Develop-
ment. In general, OFHEO is the safety
and soundness regulator of two hous-
ing-related government sponsored en-
terprises: the Federal National Mort-
gage Association (‘‘Fannie Mae’’) and
the Federal Home Loan Mortgage Cor-
poration (‘‘Freddie Mac’’) (collectively,
‘“‘the Enterprises’’). The supervisory re-
sponsibilities of the Director of OFHEO
(the ‘‘Director’) include oversight of
compensation provided by the Enter-
prises to their executive officers.

(b) Scope. The procedures set forth in
this part apply to OFHEO’s oversight
of executive compensation under the
following two statutory mandates:

(1) Prohibition of excessive compensa-
tion. The Act requires the Director to
prohibit an Enterprise from providing
compensation to any executive officer
that is not reasonable and comparable
with that paid by other similar busi-
nesses to executives doing similar
work, i.e., having similar duties and re-
sponsibilities. Businesses used for com-
parison purposes include publicly held
financial institutions or major finan-
cial services companies. (12 U.S.C.
4518(a)). To effectuate this compensa-
tion oversight responsibility, the Act
provides that the Director has full au-
thority to take such actions as the Di-
rector determines are necessary. (12
U.S.C. 4513(8)). However, the Director
may not prescribe or set a specific
level or range of compensation for ex-
ecutive officers of the Enterprises. (12
U.S.C. 4518(b)).

(2) Prior approval of termination bene-
fits. The Enterprises’ enabling statutes
(‘“‘charter acts’’) similarly provide that
an Enterprise may not enter into any
agreement or contract to provide any
payment of money or other thing of
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