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(A) A median income at or below 120
percent of the State nonmetropolitan
median income and a minority popu-
lation of 30 percent or greater; or

(B) A median income at or below 95
percent of the greater of the:

(1) State non-metropolitan median
income; or

(2) Nationwide non-metropolitan me-
dian income; and

(ii) In New England, an entire county
having the characteristics in paragraph
(2)(i)(A) or (B) of this definition or the
remainder of a county, where a portion
of the county is in a metropolitan area
and the remainder of the county has
the characteristics in paragraph
(2)(i)(A) or (B) of this definition.

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]

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 the Secretary’s considerations
and findings with respect to these fac-
tors, entitled ‘‘Secretarial Consider-
ations to Establish the Low- and Mod-
erate-Income Housing Goal,’’ was pub-
lished in the FEDERAL REGISTER on De-
cember 1, 1995.

(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 1996, 40 percent of the total
number of dwelling units financed by
that GSE’s mortgage purchases in 1996;

(2) For each of the years 1997–99, 42
percent of the total number of dwelling
units financed by that GSE’s mortgage
purchases in each of those years; and

(3) For 2000 and thereafter the Sec-
retary shall establish annual goals;
pending establishment of goals for 2000
and thereafter, the annual goal for
each of those years shall be 42 percent
of the total number of dwelling units
financed by that GSE’s mortgage pur-
chases in each of those years.

§ 81.13 Central Cities, Rural Areas, and
Other Underserved Areas Housing
Goal.

(a) Purpose of the goal. This annual
goal for the purchase by each GSE of
mortgages on housing located in cen-
tral cities, rural areas, and other un-
derserved areas is intended to achieve
increased purchases by the GSEs of
mortgages financing housing in areas
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that are underserved in terms of mort-
gage credit.

(b) Factors. In establishing the Cen-
tral Cities, Rural Areas, and Other Un-
derserved Areas Goals, the Secretary
considered the factors in 12 U.S.C.
4564(b). A statement documenting the
Secretary’s considerations and findings
with respect to these factors, entitled
‘‘Secretarial Considerations to Estab-
lish the Central Cities, Rural Areas,
and Other Underserved Areas Housing
Goal,’’ was published in the FEDERAL
REGISTER on December 1, 1995.

(c) Goals. The annual goals for each
GSE’s purchases of mortgages on hous-
ing located in central cities, rural
areas, and other underserved areas are:

(1) For 1996, 21 percent of the total
number of dwelling units financed by
that GSE’s mortgage purchases in 1996;

(2) For each of the years 1997–99, 24
percent of the total number of dwelling
units financed by that GSE’s mortgage
purchases in each of those years; and

(3) For 2000 and thereafter the Sec-
retary shall establish annual goals;
pending establishment of goals for 2000
and thereafter, the annual goal for
each of those years shall be 24 percent
of the total number of dwelling units
financed by that GSE’s mortgage pur-
chases in each of those years.

(d) Measuring performance. The GSEs
shall determine on a mortgage-by-
mortgage basis, through geocoding or
any similarly accurate and reliable
method, whether a mortgage finances
one or more dwelling units located in a
central city, rural area, or other under-
served area.

§ 81.14 Special Affordable Housing
Goal.

(a) Purpose of the goal. This goal is in-
tended to achieve increased purchases
by the GSEs of mortgages on rental
and owner-occupied housing meeting
the then-existing unaddressed needs of,
and affordable to, low-income families
in low-income areas and very-low-in-
come families.

(b) Factors. In establishing the Spe-
cial Affordable Housing Goals, the Sec-
retary considered the factors in 12
U.S.C. 4563(a)(2). A statement docu-
menting the Secretary’s considerations
and findings with respect to these fac-
tors, entitled ‘‘Secretarial Consider-

ations to Establish the Special Afford-
able Housing Goal,’’ was published in
the FEDERAL REGISTER on December 1,
1995.

(c) Goals. The annual goals for each
GSE’s purchases of mortgages on rent-
al and owner-occupied housing meeting
the then-existing, unaddressed needs of
and affordable to low-income families
in low-income areas and very-low-in-
come families are:

(1) For 1996, 12 percent of the total
number of dwelling units financed by
each GSE’s mortgage purchases in 1996.
The goal shall include mortgage pur-
chases financing dwelling units in mul-
tifamily housing totalling not less
than 0.8 percent of the dollar volume of
mortgages purchased by the respective
GSE in 1994;

(2) For each of the years 1997–99, 14
percent of the total number of dwelling
units financed by each GSE’s mortgage
purchases in each of those years. The
goal for each year shall include mort-
gage purchases financing dwelling
units in multifamily housing totalling
not less than 0.8 percent of the dollar
volume of mortgages purchased by the
respective GSE in 1994; and

(3) For 2000 and thereafter the Sec-
retary shall establish annual goals.
Pending establishment of goals for 2000
and thereafter, the annual goal for
each of those years shall be 14 percent
of the total number of dwelling units
financed by each GSE’s mortgages pur-
chases in each of those years; the goal
for each such year shall include mort-
gage purchases financing dwelling
units in multifamily housing totalling
not less than 0.8 percent of the dollar
volume of mortgages purchased by the
respective GSE in 1994.

(d) Counting of multifamily units. (1)
Dwelling units affordable to low-in-
come families and financed by a par-
ticular purchase of a mortgage on mul-
tifamily housing shall count toward
achievement of the Special Affordable
Housing Goal where at least:

(i) 20 percent of the dwelling units in
the particular multifamily property
are affordable to families whose in-
comes do not exceed 50 percent of the
area median income; or

(ii) 40 percent of the dwelling units in
the particular multifamily property
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are affordable to very-low-income fam-
ilies.

(2) Where only some of the units fi-
nanced by a purchase of a mortgage on
multifamily housing count under the
multifamily component of the goal,
only a portion of the unpaid principal
balance of the mortgage attributable
to such units shall count toward the
multifamily component. The portion of
the mortgage counted under the multi-
family requirement shall be equal to
the ratio of the total units that count
to the total number of units in the
mortgaged property.

(e) Full Credit Activities. (1) For pur-
poses of 12 U.S.C. 4563(b)(1) and this
paragraph (e), full credit means that
each unit financed by a mortgage pur-
chased by a GSE and meeting the re-
quirements of this section shall count
toward achievement of the Special Af-
fordable Housing Goal for that GSE.

(2) Consistent with § 81.16(b)(3)(ii), the
Secretary will give full credit toward
achievement of the Special Affordable
Housing Goals for the activities in 12
U.S.C. 4563(b)(1).

(3) Mortgages under HUD’s Home Eq-
uity Conversion Mortgage (‘‘HECM’’)
Insurance Demonstration Program, 12
U.S.C. 1715z-20, and the Farmers Home
Administration’s Guaranteed Rural
Housing Loan Program, 7 U.S.C. 1933,
meet the requirements of 12 U.S.C.
4563(b)(1)(A)(i) and (ii).

(4)(i) For purposes of determining
whether a seller meets the requirement
in 12 U.S.C. 4563(b)(1)(B), a seller must
currently operate on its own or ac-
tively participate in an ongoing pro-
gram that will result in originating ad-
ditional loans that meet the goal. Ac-
tively participating in such a program
includes actively participating with a
qualified housing group that operates a
program resulting in the origination of
loans that meet the requirements of
the goal.

(ii) To determine whether a seller
meets the requirement in paragraph
(e)(4)(i) of this section, the GSE shall
verify and monitor that the seller
meets the requirement and develop any
necessary mechanisms to ensure com-
pliance with this requirement.

(iii) Where a seller’s primary busi-
ness is originating mortgages on hous-
ing that qualifies under this Special

Affordable Housing Goal, such seller is
presumed to meet the requirements in
paragraph (e)(4)(i) of this section.

(f) No credit activities. Neither the pur-
chase nor the securitization of mort-
gages associated with the refinancing
of a GSE’s existing mortgage or mort-
gage-backed securities portfolios shall
receive credit toward the achievement
of the Special Affordable Housing Goal.
Refinancings that result from the
wholesale exchange of mortgages be-
tween the two GSEs shall not count to-
ward the achievement of this goal.
Refinancings of individual mortgages
shall count toward achievement of this
goal when the refinancing is an arms-
length transaction that is borrower-
driven and the mortgage otherwise
counts toward achievement of this
goal. For purposes of this paragraph (f),
‘‘mortgage or mortgage-backed securi-
ties portfolios’’ includes mortgages re-
tained by Fannie Mae or Freddie Mac
and mortgages utilized to back mort-
gage-backed securities.

§ 81.15 General requirements.

(a) Calculating the numerator and de-
nominator. Performance under each of
the housing goals shall be measured
using a fraction that is converted into
a percentage. The numerator of each
fraction is the number of dwelling
units financed by a GSE’s mortgage
purchases in a particular year that
count toward achievement of the hous-
ing goal. The denominator of each frac-
tion is, for all mortgages purchased,
the number of dwelling units that
could count toward achievement of the
goal under appropriate circumstances.
The denominators shall not include
GSE transactions or activities that are
not mortgages or mortgage purchases.
When a GSE lacks sufficient informa-
tion to determine whether the pur-
chase of a mortgage originated after
1992 counts toward achievement of a
particular housing goal, that mortgage
purchase shall be included in the de-
nominator for that housing goal.

(b) Properties with multiple dwelling
units. For the purposes of counting to-
ward the achievement of the goals,
whenever the property securing a
mortgage contains more than one
dwelling unit, each such dwelling unit
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shall be counted as a separate dwelling
unit financed by a mortgage purchase.

(c) Credit toward multiple goals. A
mortgage purchase (or dwelling unit fi-
nanced by such purchase) by a GSE in
a particular year shall count toward
the achievement of each housing goal
for which such purchase (or dwelling
unit) qualifies in that year.

(d) Counting owner-occupied units. For
purposes of counting owner-occupied
units toward achievement of the Low-
and Moderate-Income Housing Goal or
the Special Affordable Housing Goal,
mortgage purchases financing such
units shall be evaluated based on the
income of the mortgagors and the area
median income at the time of origina-
tion of the mortgage. To determine
whether mortgagors may be counted
under a particular family income level,
i.e., very-low-, low-, or moderate-in-
come, the income of the mortgagors is
compared to the median income for the
area at the time of mortgage origina-
tion, using the appropriate percentage
factor provided under § 81.17.

(e) Counting rental units—(1) Use of in-
come, rent—(i) Generally. For purposes
of counting rental units toward
achievement of the Low- and Mod-
erate-Income Housing Goal or the Spe-
cial Affordable Housing Goal, mortgage
purchases financing such units shall be
evaluated based on the income of ac-
tual or prospective tenants where such
data is available, i.e., known to a lend-
er.

(ii) Availability of income information.
(A) Each GSE shall require lenders to
provide to the GSE tenant income in-
formation under paragraphs (e)(3) and
(4) of this section, but only when such
information is known to the lender.

(B) When such tenant income infor-
mation is available for all occupied
units, the GSE’s performance shall be
based on the income of the tenants in
the occupied units. For unoccupied
units that are vacant and available for
rent and for unoccupied units that are
under repair or renovation and not
available for rent, the GSE shall use
the income of prospective tenants, if
paragraph (e)(4) of this section is appli-
cable. If paragraph (e)(4) of this section
is not applicable, the GSE shall use
rent levels for comparable units in the
property to determine affordability.

(2) Model units and rental offices. A
model unit or rental office in a multi-
family property may count toward
achievement of the housing goals only
if a GSE determines that:

(i) It is reasonably expected that the
units will be occupied by a family with-
in one year;

(ii) The number of such units is rea-
sonable and minimal considering the
size of the multifamily property; and

(iii) Such unit otherwise meets the
requirements for the goal.

(3) Income of actual tenants. When the
income of actual tenants is available,
to determine whether a tenant is very-
low-, low-, or moderate-income, the in-
come of the tenant shall be compared
to the median income for the area, ad-
justed for family size as provided in
§ 81.17.

(4) Income of prospective tenants. When
income for tenants is available to a
lender because a project is subject to a
Federal housing program that estab-
lishes the maximum income for a ten-
ant or a prospective tenant in rental
units, the income of prospective ten-
ants may be counted at the maximum
income level established under such
housing program for that unit. In de-
termining the income of prospective
tenants, the income shall be projected
based on the types of units and market
area involved. Where the income of
prospective tenants is projected, each
GSE must determine that the income
figures are reasonable considering the
rents (if any) on the same units in the
past and considering current rents on
comparable units in the same market
area.

(5) Use of rent. When the income of
the prospective or actual tenants of a
dwelling unit is not available, perform-
ance under these goals will be evalu-
ated based on rent and whether the
rent is affordable to the income group
targeted by the housing goal. A rent is
affordable if the rent does not exceed 30
percent of the maximum income level
of very-low-, low-, or moderate-income
families as provided in § 81.19. In deter-
mining contract rent for a dwelling
unit, the actual rent or average rent by
unit type shall be used.

(6) Timeliness of information. In deter-
mining performance under the housing
goals, each GSE shall use tenant and
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rental information as of the time of
mortgage:

(i) Acquisition for mortgages on mul-
tifamily housing; and

(ii) Origination for mortgages on sin-
gle-family housing.

(f) Application of Median income. (1)
For purposes of determining an area’s
median income under §§ 81.17 through
81.19 and for the definition of ‘‘low-in-
come area,’’ the area is:

(i) The metropolitan area, if the
property which is the subject of the
mortgage is in a metropolitan area;
and

(ii) In all other areas, the county in
which the property is located, except
that where the State nonmetropolitan
median income is higher than the
county’s median income, the area is
the State nonmetropolitan area.

(2) When a GSE cannot precisely de-
termine whether a mortgage is on
dwelling unit(s) located in one area,
the GSE shall determine the median
income for the split area in the manner
prescribed by the Federal Financial In-
stitutions Examination Council for re-
porting under the Home Mortgage Dis-
closure Act, if the GSE can determine
that the mortgage is on dwelling
unit(s) located in:

(i) A census tract;
(ii) A census place code;
(iii) A block-group enumeration dis-

trict;
(iv) A nine-digit zip code; or
(v) Another appropriate geographic

segment that is partially located in
more than one area (‘‘split area’’).

(g) Sampling not permitted. Perform-
ance under the housing goals for each
year shall be based on a complete tab-
ulation of mortgage purchases for that
year; a sampling of such purchases is
not acceptable.

(h) Newly available data. When a GSE
uses data to determine whether a mort-
gage purchase counts toward achieve-
ment of any goal and new data is re-
leased after the start of a calendar
quarter, the GSE need not use the new
data until the start of the following
quarter.

§ 81.16 Special counting requirements.
(a) General. In determining whether a

GSE shall receive full credit for a
transaction or activity toward achieve-

ment of any of the housing goals, the
Secretary shall consider whether a
transaction or activity of the GSE is
substantially equivalent to a mortgage
purchase and either creates a new mar-
ket or adds liquidity to an existing
market.

(b) Not counted. The following trans-
actions or activities shall not count to-
ward achievement of any of the hous-
ing goals and shall not be included in
the denominator in calculating either
GSE’s performance under the housing
goals:

(1) Equity investments in housing de-
velopment projects;

(2) Purchases of State and local gov-
ernment housing bonds except as pro-
vided in 81.16(c)(8);

(3) Purchases of non-conventional
mortgages except:

(i) Where such mortgages are ac-
quired under a risk-sharing arrange-
ment with a Federal agency; or

(ii) As provided in § 81.14(e)(2);
(4) Commitments to buy mortgages

at a later date or time;
(5) Options to acquire mortgages;
(6) Rights of first refusal to acquire

mortgages;
(7) Any interests in mortgages that

the Secretary determines, in writing,
shall not be treated as interests in
mortgages;

(8) Mortgage purchases to the extent
they finance any dwelling units that
are secondary residences; and

(9) Any combination of (1) through (8)
above.

(c) Other special rules—(1) Credit en-
hancements. (i) Dwelling units financed
under a credit enhancement entered
into by a GSE shall be treated as mort-
gage purchases and count toward
achievement of the housing goals
when:

(A) The GSE provides a specific con-
tractual obligation to ensure timely
payment of amounts due under a mort-
gage or mortgages financed by the
issuance of housing bonds (such bonds
may be issued by any entity, including
a State or local housing finance agen-
cy);

(B) The GSE assumes a credit risk in
the transaction substantially equiva-
lent to the risk that would have been
assumed by the GSE if it had

VerDate 11<MAY>2000 13:41 Jun 15, 2000 Jkt 190073 PO 00000 Frm 00396 Fmt 8010 Sfmt 8010 Y:\SGML\190073T.XXX pfrm07 PsN: 190073T



397

Office of the Secretary, HUD § 81.16

securitized the mortgages financed by
such bonds; and

(C) Such dwelling units otherwise
qualify under this part.

(ii) When a GSE provides a specific
contractual obligation to ensure time-
ly payment of amounts due under any
mortgage originally insured by a public
purpose mortgage insurance entity or
fund, the GSE may, on a case-by-case
basis, seek approval from the Secretary
for such activities to count toward
achievement of the housing goals.

(2) Real estate mortgage investment con-
duits (‘‘REMICs’’). (i) A GSE’s purchase
or guarantee of all or a portion of a
REMIC shall be treated as a mortgage
purchase and receive credit toward the
achievement of the housing goals pro-
vided:

(A) The underlying mortgages or
mortgage-backed securities for the
REMIC were not:

(1) Guaranteed by the Government
National Mortgage Association; or

(2) Previously counted toward any
housing goal by the GSE; and

(B) The GSE has the information nec-
essary to support counting the dwell-
ing units financed by the REMIC, or
that part of the REMIC purchased or
guaranteed by the GSE, toward the
achievement of a particular housing
goal.

(ii) For REMICs that meet the re-
quirements in paragraph (c)(2)(i) of this
section and for which the GSE pur-
chased or guaranteed:

(A) The whole REMIC, all of the
units financed by the REMIC shall be
treated as a mortgage purchase and
count toward achievement of the hous-
ing goals; or

(B) A portion of the REMIC, the GSE
shall receive partial credit toward
achievement of the housing goals. This
credit shall be equal to the percentage
of the REMIC purchased or guaranteed
by the GSE (the dollar amount of the
purchase or guarantee divided by the
total dollar amount of the REMIC)
multiplied by the number of dwelling
units that would have counted toward
the goal(s) if the GSE had purchased or
guaranteed the whole REMIC. In calcu-
lating performance under the housing
goals, the denominator shall include
the number of dwelling units included
in the whole REMIC multiplied by the

percentage of the REMIC purchased or
guaranteed by the GSE.

(3) Risk-sharing. Mortgage purchases
under risk-sharing arrangements be-
tween the GSEs and any Federal agen-
cy where the units would otherwise
count toward achievement of the hous-
ing goal under which the GSE is re-
sponsible for a substantial amount (50
percent or more) of the risk shall be
treated as mortgage purchases and
count toward achievement of the hous-
ing goal or goals.

(4) Participations. Participations pur-
chased by a GSE shall be treated as
mortgage purchases and count toward
the achievement of the housing goals,
if the GSE’s participation in the mort-
gage is 50 percent or more.

(5) Cooperative housing and condo-
minium projects. (i) The purchase of a
mortgage on a cooperative housing
unit (‘‘a share loan’’) or a condo-
minium unit is a mortgage purchase.
Such a purchase is counted toward
achievement of a housing goal in the
same manner as a mortgage purchase
of single-family owner-occupied units,
i.e., affordability is based on the in-
come of the owner(s).

(ii) The purchase of a mortgage on a
cooperative building (‘‘a blanket loan’’)
or a condominium project is a mort-
gage purchase and shall count toward
achievement of the housing goals.
Where a GSE purchases both ‘‘a blan-
ket loan’’ and mortgages for units in
the same building (‘‘share loans’’), both
the blanket loan and the share loan(s)
are mortgage purchases and shall
count toward achievement of the hous-
ing goals. Where a GSE purchases both
a condominium project mortgage and
mortgages on condominium dwelling
units in the same project, both the con-
dominium project mortgages and the
mortgages on condominium dwelling
units are mortgage purchases and shall
count toward achievement of the hous-
ing goals.

(6) Seasoned mortgages. A GSE’s pur-
chase of a seasoned mortgage shall be
treated as a mortgage purchase for pur-
poses of these goals except:

(i) Where the GSE has already count-
ed the mortgages under a housing goal
applicable to 1993 or any subsequent
year; or
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(ii) As provided in 12 U.S.C.
4563(b)(1)(B).

(7) Purchase of refinanced mortgages.
Except as provided in § 81.14(f), the pur-
chase of a refinanced mortgage by a
GSE is a mortgage purchase and shall
count toward achievement of the hous-
ing goals to the extent the mortgage
qualifies.

(8) Mortgage revenue bonds. (i) The
purchase of a state or local mortgage
revenue bond shall be treated as a
mortgage purchase and units financed
under such MRB shall count toward
achievement of the goals where:

(A) The MRB is to be repaid only
from the principal and interest of the
underlying mortgages originated with
funds made available by the MRB; and

(B) The MRB is not a general obliga-
tion of a state or local government or
agency or is not credit enchanced by
any government or agency, third party
guarantor or surety.

(ii) Dwelling units financed by a
mortgage revenue bond meeting the re-
quirements of paragraph (c)(8)(i) of this
section shall count toward a housing
goal to the extent such dwelling units
otherwise qualify under this part.

§ 81.17 Affordability—Income level
definitions—family size and income
known (owner-occupied units, ac-
tual tenants, and prospective ten-
ants).

In determining whether a dwelling
unit is affordable to very-low-, low-, or
moderate-income families, where the
unit is owner-occupied or, for rental
housing, family size and income infor-
mation for the dwelling unit is known
to the GSE, the affordability of the
unit shall be determined as follows:

(a) Moderate-income means:
(1) In the case of owner-occupied

units, income not in excess of 100 per-
cent of area median income; and

(2) In the case of rental units, where
the income of actual or prospective
tenants is available, income not in ex-
cess of the following percentages of
area median income corresponding to
the following family sizes:

Number of persons in family
Percentage
of area me-
dian income

1 ......................................................................... 70
2 ......................................................................... 80
3 ......................................................................... 90

Number of persons in family
Percentage
of area me-
dian income

4 ......................................................................... 100
5 or more ........................................................... (*)

*100% plus (8% multiplied by the number of persons in ex-
cess of 4).

(b) Low-income means:
(1) In the case of owner-occupied

units, income not in excess of 80 per-
cent of area median income; and

(2) In the case of rental units, where
the income of actual or prospective
tenants is available, income not in ex-
cess of the following percentages of
area median income corresponding to
the following family sizes:

Number of persons in family
Percentage
of area me-
dian income

1 ......................................................................... 56
2 ......................................................................... 64
3 ......................................................................... 72
4 ......................................................................... 80
5 or more ........................................................... (*)

*80% plus (6.4% multiplied by the number of persons in ex-
cess of 4).

(c) Very-low-income means:
(1) In the case of owner-occupied

units, income not in excess of 60 per-
cent of area median income; and

(2) In the case of rental units, where
the income of actual or prospective
tenants is available, income not in ex-
cess of the following percentages of
area median income corresponding to
the following family sizes:

Number of persons in family
Percentage
of area me-
dian income

1 ......................................................................... 42
2 ......................................................................... 48
3 ......................................................................... 54
4 ......................................................................... 60
5 or more ........................................................... (*)

*60% plus (4.8% multiplied by the number of persons in ex-
cess of 4).

§ 81.18 Affordability—Income level
definitions—family size not known
(actual or prospective tenants).

In determining whether a rental unit
is affordable to very-low, low-, or mod-
erate-income families where family
size is not known to the GSE, income
will be adjusted using unit size, and af-
fordability determined as follows:

(a) For moderate-income, the income of
prospective tenants shall not exceed
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the following percentages of area me-
dian income with adjustments, depend-
ing on unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 70
1 bedroom ......................................................... 75
2 bedrooms ........................................................ 90
3 bedrooms or more .......................................... (*)

*104% plus (12% multiplied by the number of bedrooms in
excess of 3).

(b) For low-income, income of prospec-
tive tenants shall not exceed the fol-
lowing percentages of area median in-
come with adjustments, depending on
unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 56
1 bedroom ......................................................... 60
2 bedrooms ........................................................ 72
3 bedrooms or more .......................................... (*)

*83.2% plus (9.6% multiplied by the number of bedrooms in
excess of 3).

(c) For very-low-income, income of
prospective tenants shall not exceed
the following percentages of area me-
dian income with adjustments, depend-
ing on unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 42
1 bedroom ......................................................... 45
2 bedrooms ........................................................ 54
3 bedrooms or more .......................................... (*)

*62.4% plus (7.2% multiplied by the number of bedrooms in
excess of 3).

§ 81.19 Affordability—Rent level defini-
tions—tenant income is not known.

For purposes of determining whether
a rental unit is affordable to very-low-,
low-, or moderate-income families
where the income of the family in the
dwelling unit is not known to the GSE,
the affordability of the unit is deter-
mined based on unit size as follows:

(a) For moderate-income, maximum af-
fordable rents to count as housing for
moderate-income families shall not ex-
ceed the following percentages of area
median income with adjustments, de-
pending on unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 21
1 bedroom ......................................................... 22.5
2 bedrooms ........................................................ 27
3 bedrooms or more .......................................... (*)

*31.2% plus (3.6% multiplied by the number of bedrooms in
excess of 3);

(b) For low-income, maximum afford-
able rents to count as housing for low-
income families shall not exceed the
following percentages of area median
income with adjustments, depending on
unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 16.8
1 bedroom ......................................................... 18
2 bedrooms ........................................................ 21.6
3 bedrooms or more .......................................... (*)

*24.96% plus (2.88% multiplied by the number of bedrooms
in excess of 3); and

(c) For very-low-income, maximum af-
fordable rents to count as housing for
very-low-income families shall not ex-
ceed the following percentages of area
median income with adjustments, de-
pending on unit size:

Unit size
Percentage
of area me-
dian income

Efficiency ........................................................... 12.6
1 bedroom ......................................................... 13.5
2 bedrooms ........................................................ 16.2
3 bedrooms or more .......................................... (*)

*18.72% plus (2.16% multiplied by the number of bedrooms
in excess of 3).

(d) Missing Information. Each GSE
shall make every effort to obtain the
information necessary to make the cal-
culations in this section. If a GSE
makes such efforts but cannot obtain
data on the number of bedrooms in par-
ticular units, in making the calcula-
tions on such units, the units shall be
assumed to be efficiencies.

§ 81.20 Actions to be taken to meet the
goals.

To meet the goals under this rule,
each GSE shall operate in accordance
with 12 U.S.C. 4565.

§ 81.21 Notice and determination of
failure to meet goals.

If the Secretary determines that a
GSE has failed or there is a substantial
probability that a GSE will fail to
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meet any housing goal, the Secretary
shall follow the procedures at 12 U.S.C.
4566(b).

§ 81.22 Housing plans.
(a) If the Secretary determines,

under § 81.21, that a GSE has failed or
there is a substantial probability that
a GSE will fail to meet any housing
goal and that the achievement of the
housing goal was or is feasible, the Sec-
retary shall require the GSE to submit
a housing plan for approval by the Sec-
retary.

(b) Nature of plan. Each housing plan
shall:

(1) Be feasible;
(2) Be sufficiently specific to enable

the Secretary to monitor compliance
periodically;

(3) Describe the specific actions that
the GSE will take:

(i) To achieve the goal for the next
calendar year; or

(ii) If the Secretary determines that
there is substantial probability that
the GSE will fail to meet a housing
goal in the current year, to make such
improvements as are reasonable in the
remainder of the year; and

(4) Address any additional matters
relevant to the plan as required, in
writing, by the Secretary.

(c) Deadline for submission. The GSE
shall submit a housing plan to the Sec-
retary within 30 days after issuance of
a notice under § 81.21 requiring the GSE
to submit a housing plan. The Sec-
retary may extend the deadline for sub-
mission of a plan, in writing and for a
time certain, to the extent the Sec-
retary determines an extension is nec-
essary.

(d) Review of housing plans. The Sec-
retary shall review and approve or dis-
approve housing plans in accordance
with 12 U.S.C. 4566(c)(4) and (5).

(e) Resubmission. If the Secretary dis-
approves an initial housing plan sub-
mitted by a GSE, the GSE shall submit
an amended plan acceptable to the Sec-
retary within 30 days of the Secretary
disapproving the initial plan; the Sec-
retary may extend the deadline if the
Secretary determines an extension is
in the public interest. If the amended
plan is not acceptable to the Secretary,
the Secretary may afford the GSE 15
days to submit a new plan.

Subpart C—Fair Housing
§ 81.41 General.

In this subpart, the Secretary: pro-
hibits discrimination by the GSEs in
their mortgage purchases because of
race, color, religion, sex, handicap, fa-
milial status, age, or national origin,
including any consideration of the age
or location of a dwelling or age of the
neighborhood or census tract where the
dwelling is located in a manner that
has a discriminatory effect; requires
that the GSEs submit information to
the Secretary to assist Fair Housing
Act and ECOA investigations; provides
for advising the GSEs of Fair Housing
Act and ECOA violations; provides for
reviewing the GSEs’ underwriting and
appraisal guidelines to ensure compli-
ance with the Fair Housing Act; and
requires that the GSEs take actions as
directed by the Secretary following
Fair Housing Act and ECOA adjudica-
tions. Because FHEFSSA provides,
generally, that the Director of OFHEO
shall enforce violations by the GSEs of
FHEFSSA and regulations in this sub-
part, this subpart also provides for re-
ferral of such cases to the Director.

§ 81.42 Prohibitions against discrimi-
nation.

Neither GSE shall discriminate in
any manner in making any mortgage
purchases because of race, color, reli-
gion, sex, handicap, familial status,
age, or national origin, including any
consideration of the age or location of
the dwelling or the age of the neighbor-
hood or census tract where the dwell-
ing is located in a manner that has a
discriminatory effect.

§ 81.43 Reports; underwriting and ap-
praisal guideline review.

(a) Reports. Each GSE, in the AHAR
required under § 81.63, shall assess un-
derwriting standards, business prac-
tices, repurchase requirements, pric-
ing, fees, and procedures that affect the
purchase of mortgages for low- and
moderate-income families, or that may
yield disparate results based on the
race, color, religion, sex, handicap, fa-
milial status, age, or national origin of
the borrower, including revisions
thereto to promote affordable housing
or fair lending.
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