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110 A mortgage originated more than 2 years
before a GSE purchases it is an example of a
mortgage that cannot be readily securitized by
GNMA.

111 Mortgages that cannot be readily securitized
through GNMA or another Federal agency, and
mortgages where a GSE’s participation substantially
enhances the affordability of the housing subject to
the mortgages, include mortgages under the Home
Equity Conversion Mortgage (HECM) Insurance
Demonstration Program (sec. 255 of the National
Housing Act), 12 U.S.C. 1715z–20, and under the
Guaranteed Rural Housing Loan program, 7 U.S.C.
1933. 112 Section 1333(b)(1). 113 See section 1331(b).

number of dwelling units financed by
each GSE’s mortgage purchases for
1995. The goal will be 12 percent for
1996. The goal is equally divided
between rental housing and owner-
occupied housing, i.e., for 1995 the goal
for rental housing is 5.5 percent and the
goal for owner-occupied housing is 5.5
percent. For 1996, the goal is 6 percent
for rental housing and 6 percent for
owner-occupied housing. The final
regulation shall establish annual goals
for 1997 and 1998 and the Secretary
intends that the 1998 goal apply
thereafter, unless revised through
subsequent rulemaking; the Secretary
seeks comment on the level of the goals
for 1997, 1998, and thereafter—see the
questions listed above (in the leading
the industry discussion) and repeated at
the end of this preamble.

Performance Under the Special
Affordable Housing Goal

In evaluating each GSE’s performance
in achieving this goal, the Act requires
that the Secretary give full credit toward
achievement of the special affordable
housing goal for: (1) The purchase or
securitization of federally related
mortgages that cannot be readily
securitized through the Government
National Mortgage Association
(GNMA) 110 or another Federal agency,
where the GSE’s participation
substantially enhances the affordability
of the housing subject to such
mortgages,111 and the mortgages are on
housing that otherwise qualifies under
this goal; (2) the purchase or refinancing
of seasoned loan portfolios where the
seller has a specific program to use the
proceeds of such sales to originate new
loans that meet the special affordable
housing goal and such purchases or
refinancings support additional lending
for housing that otherwise qualifies
under this goal; and (3) the purchase of
direct loans made by the Resolution
Trust Corporation (RTC) or the Federal
Deposit Insurance Corporation (FDIC)
where the loans are not guaranteed by
the RTC or the FDIC or other Federal
agencies, the loans include recourse
provisions similar to those offered
through private mortgage insurance or

other conventional sellers, and such
loans are for the purchase of housing
that otherwise qualifies under this
goal.112

This proposed regulation provides
that entities qualify as sellers, under (2)
above, where the sellers currently
operate on their own or actively
participate in an ongoing program that
results in the origination of loans
meeting the special affordable housing
goal; thus, a GSE’s purchase of such
loans supports additional lending for
housing that will qualify under this
goal. By encompassing active
participation, the proposed regulation
allows purchases of portfolios from
sellers, who actively participate with
qualified housing groups that operate
programs resulting in the origination of
loans meeting this goal, to count toward
achievement of the goal. However, if a
GSE wants to count portfolio purchases
toward achievement of this goal, it must
verify and monitor that the sellers
currently operate or actively participate
in such ongoing programs that result in
the origination of additional loans
meeting the requirements of this goal.
Where a seller’s primary business is
originating mortgages on housing that
qualifies under the special affordable
housing goal, the proposed regulation
provides that such a seller is presumed
to meet the requirement for actively
participating in program(s) supporting
lending meeting the special affordable
housing goal.

Under the Interim Notices, no credit
was given toward achieving the special
affordable housing goal for any
purchases or securitization of mortgages
associated with the refinancing of
existing GSE portfolios. The intent of
this prohibition was to preclude the
GSEs from swapping portfolios toward
the end of the year in an effort to
achieve the special affordable housing
goal. After reviewing the experience of
the transition period, the Secretary has
determined that wholesale exchanges of
mortgages between the GSEs shall not
count toward achievement of the
housing goal; however, refinancings of
individual mortgages should count
toward the special affordable housing
goal so long as the refinancing is an
individual ‘‘arms-length’’ refinancing by
a borrower. This is appropriate for
several reasons: (1) The GSEs have very
little influence on whether a particular
single family mortgagor decides to
refinance the mortgage—such
refinancings are market driven and
normally due to decreases in interest
rates, and the Secretary concluded that
such market driven refinancings should

count toward the goal; and (2)
determining whether the GSE had
purchased the previous mortgage was
time consuming and burdensome for the
GSEs and for the Department and
yielded little incremental value in
producing more affordable housing
finance.

General Requirements
Performance under the goals is

determined by assessing the portion or
percentage of each GSE’s business that
satisfies each goal. In determining this
percentage, a fraction is used with the
denominator of the fraction measuring
all mortgages purchased that could
under appropriate circumstances count
towards such a goal and the numerator
including only those purchases that
count toward the goal. The denominator
does not include GSE transactions or
activities that are not included in the
terms ‘‘mortgage’’ or ‘‘mortgage
purchase.’’ For example, where a GSE
purchases a non-conventional mortgage,
such as a mortgage insured or
guaranteed by the Federal Housing
Administration (FHA), such a mortgage
purchase shall not be included in the
denominator for purposes of
determining that GSE’s performance
under the housing goal for low- and
moderate-income housing because
‘‘mortgage purchase’’ does not include
the purchase of non-conventional
mortgages.

In establishing the goals for housing
for low- and moderate-income families,
housing located in central cities, rural
areas, and other underserved areas, and
special affordable housing, the Secretary
may consider the number of housing
units financed by any multifamily
housing mortgage purchase.113 The
Secretary has decided to count all
dwelling units, whether in multifamily
or single family housing, under these
goals if the units otherwise meet the
requirements of the Act and this
proposed regulation.

Special Counting Rules Under the Goals
During the transition period, the

Department analyzed the impact of
requirements under the Interim Notices
concerning the extent various types of
transactions should count toward
achievement of the goals. Based on that
analysis, the Secretary is proposing
changes to or is clarifying the treatment
of certain transactions, including credit
enhancements, cooperative loans,
refinancings, second loans, and risk-
sharing arrangements between the
Department and the GSEs. In
determining the level of credit for


