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. Title 24—Housing and Urban
Develépment

SUBTITLE A—OFFICE OF THE SECRE-
TARY, DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

(Dockst No. R-78-509)

PART  91—REGULATIONS IMPLE-
MENTING THE AUTHORITY OF THE
SECRETARY OF THE DEPARTMENT
OF HOUSING AND URBAN DEVEL-
OPMENT OVER THE CONDUCT OF
THE SECONDARY MARKET OPER-
ATIONS OF THE FEDERAL NATION-
AL MORTGAGE ASSOCIATION

(FNMA)

AGENCY: Department of Housing
and Urban Development (HUD),

ACTION: Final rulemaking,

SUMMARY: The Secretary has deter-
mined that the proper dischargs of
the responsibilities placed on her by
the Federal National Mortgage Associ-
ationh Charter Act (1) requires her to
o

- ar,

(2) to: (1) Codify the statutory approv-
ons perations

.al funoti concerning the o

of FNMA which the Charter Act has
vested in the Secretary; (2) establish
standards and“solh with respect to

re-

sponsibflities placed on her by the
Charter Act; (8) provide for annual
audits of FNMA’s books and financia}

ns; and (6) make minor tech-
nical to the existing provi-
sions of Part 81, (3)

DATE: September 14,
1978, ,
FOR FUR'I‘HER INFORMATION

CONTACT:
Irving P. Margulies, Room 10244,
Office of General Counsel, Depart.
ment of Housing and Urban Devel-
opment, 451 Tth Street SW., Wash-
ington, D.C. 20410, 202-756-7208.

SUPPLEMENTARY INFORMATION:

On February 23, 1978, as a result of a

Departmental review of FNMA’s gec-

ondary market operations and Con..

gressional hearings related thereto,
the Secretary published for comment
regulations implementing the authori-

-

RULES AND REGULATIONS
ty vested in her by the FNMA Charter

In view of the publio Interest in
these regulations and the numerous
comments submitted on the proposed
regulations, the Department has pre-
pared

purposes Congress intended to be
achieved by FNMA's conduct of its
secondary market operations, the stat-
utory authority conferred upon the
Secretary to regulate & sum-
mary of the comments submitted on
.the proposed regulations, and a de-
tafled tion of the changes
adopted in this final rule,

L Trs HisTorY or FNMA

FNMA came into being ss a “Clov-
ernment-sponsored private corpora-
tion” as & result of the enactment of
title VIII of the Housing and Urban

' Development Aot of 1968. Previoualy,
it was a Government corporation
within the Department of Housing
aud Urban Development, a cabinet.
level Department comprised of the nu.
merous constituent entities that had
beeneshbnshedeomyoutthaNap
tion’s housing goals. The statutory
language of FNMA’s Charter, the leg-
islative history, and the historical
antecedent of the corporation make
clear that the change in FNMA’s
status from a Government corporation
to & Governm
eo;ponﬂontod!db he- ¥
purposes @ accomplishe
FNMA, Rather, the change in FNMA's

reflected the conclusion of the

Congress, acting at the request of the

Johnson

ent-sponsored
not alter the- publio

corporation not subject to F
budgetary constraints.

A. ORIGIIVS

ge‘akneuu in the Nation's thent-;x:lht-

mo! system. e

early 1930’s, the typical instrument for

home purchases was the 3-

to B-year unamortized mortgage, This

Instrument was inadequate because of
refinance

the recurring need to

HeinOnline -

private _chase,
b’ .

try—~impeded the recovery of the na.
tional homebullding industry from the
Great Depression.

In response to this situation, Presj-
dent Roosevelt on November 17, 1033,
established the National Emergenoy

. Council. () The Council {dentified

thres basis problems;

1. The short-term (3-to-8-year) unns,
mortized mortgage which, {n the view
:r tllx‘e uti’:}gcn. resulted l‘{rmn t;xe gcad

or among mortgage lenders;

2 interest rates, partioularly In
developing areas of'the country, where
gm uugply of dg:lm ed‘::" l:ndequnte

meet expan, ne an

3. The lack of Investor confidence
that resulted from the collapse of ex-
isting credit systems during the Do-
pression.

The Council recommended the cg-
tablishment of a long-term, federally
insured mortgage. Federal+insurance
of the mortgage alone, however, wag
considered to be insufficfent to induce
lenders to tie up their funds in long.

Asasoclations designed to provide 1
quidity for the new mortgage instru.
ment and “to ® ** tranafer ® * * funds
from capital rich to capital poor
areas.” (5) These National Mortpage

were expected to pure

service, and sell fedo
- g:lgorrow“:-g

obligations to the publio under close
Government supervision. Investor cone
fidence in these Associations wag to be
enhanced by these characteristics, to-
gether with the imposition of minf.
mum capital requiremonts of
$6,000,000. (6)

The Council’s proposals wore incors
in the first National Housing
Act (1934), () which authorized the
FHA-insured mortgage and the Fedor-
al of the National Mort.
gage Associations. Although that act
provided ample legislative authority,
no private Natfonal Mortpage Assocl
ations were formed because, in the
1834-1038 period, private Investment
capital was not drawn to the finanping
of such institutions, (8)

The establishment of the Recon-
struction Finance Corporation Mort.
gage Co. in 1936 (9) partially satiafled
the need for a secondary market faofll-
ty for the new FHA- home
mortgages. However, its capacity to
meet the demand for funds for FHA-
insured home mortgages was Inad-
equate. Thus, in anticipation of even
higher demands for funds expected to
arise as o result of the now FHA-In.
sured moderate income rental pro-
gram (section 207 of the Natlonal
Housing Act), (10) President Roosevolt
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RULES AND REGULATYIONS
urged enactment of legislation to :g;c,aﬂon with related housing matters.

broaden the provisions of title IIX of

the National Housing Act (1936) under B. PNMA CHARTER ACT OF 1984

which the of National

- Mortgage Associations was suthorized,  Ag the volum
“to give these asspclations explicit au- Increased, tradi
ers complained that

thority to make loans on large scale

broperties that are subject to special tion In the mortgage-len

regulation by the Federal Housing Ad- pressed mortgage in
ministrator ® * *” (11) reasonably low levels

e of FNMA’s operations
tional mortgnge lend-
FNMA'’s participa.

ding fleld de-

terest rates to un-
and. competed

Ubon ensctment of the legislation unfalrly with private enterprise. In

which authorized FHA lntunneemot .ﬂ‘lﬂ he:;llg o::llo'l
mortgages on rental erties, the o m
g cated winding

first National Mortgige Association

various organizations
ortguge lenders advo-

up FNMA or replacing

ket facility

Was chartered on February 10, 1938, It it with a secondary mar|
which would ultimately become pri-

Wwas a subsidiary of the Reconstruction

Finance Corp., designed o provide li- vately finan
These traditi
quidity for the new FHA/Insured polnted out that th

rental mortgages. The Association was

themmewuchnmedwtheli'eduu
National Mortgage Association (n able to

ot cginal FNMA was & Govern- UX rates below the rates

ment corporation which utilized ap-

tors paid for the
propriated Federal funds to provide its that the only type of
market facility .
t the continued

initial capital. (12) With funds ob- B red g

tained through the issuance of its de- that would not disrup

bentures, FNMA provided lquidity to
mortgage lenders by purchasing the g:‘:a?u{uty

new, rela
sured mortgages. FNMA’s activities

drew & moré stable flow of capital for
FHA-nsured an Thegresult

guaranteed residential mortgages, at-

and faclliitated the transfer of funds
“from capital

tively long-term, FHA-in. dy, direct or indirect”
ernment. (19)

{racted non-traditional sources of capl- ‘t:lv:e:nwtggedn hl :‘:gmh

tal to investment in these mortgages, pletely , thos
‘charter

ced and operated, 18

onal mortgage lenderg

t0 deal in the Tow-iterest e, oiord

. the “Nati Mort- © low-interest-rate, long.
origihally named the “Na onal Mo m

” p
Amoclation of Washington,” but These lenders stated thet FimEs was
[+

private inves-

Ir funds.” They urged

Government-

of mortgages would
which recelved “no gubsi-

was the 1954 Charter Act
1948V A- which represented s compromise be-

rich to capital poor boration, those who

Interests of those
FNMA

com-

@ who wished to re-
as a totally private cor-

to contin-

'mu"mvﬂmn‘m’mme" ue and extend FNMA, and those who
gency Council In 1938 had expected wished to place FNMA fn a atandby
-the National Mortgage Associations position while private enterprise was

do, iy
FNMA’s operations expanded at an ary market problems. (20) President
S e

) asp e
4-percent VA mortgages authorized bY of 1984 to serve three distinct fune.

accelerated rate after 1945 (13) be. . Eisenho
cause of its extensive-purchase of the E.‘:hmwrﬁ

the Servicemien’s Readjustment Act of tiong:

1844. The increasing dollar volume of :
mortgage purchases by FNMA led to m:g“gg?&w

fears that the creation of numerous heme mo

credit. (14) As early as
1939, Congress had given the Federal ghhl '";u

Housing A trator discretion to or 5top & decling

refuse to charter new National Mort- whieh threa

ODS, a8 au-  ¢iongy liquidity for mo

to the secondary
and VA.guaranteed

in order to furnish addl-

rigoge lavestments

S gage
e E e X A F e
), CO an o on vestmen
of (3) to provide Government assistance for

of these mortgnges, or for

to retard

» If necessary
In homebullding nctivities
tens the stabllity of o high.level

gage Association. (15) Congress com- national economy; and
uldate, in an orderly

au- (3) to manags and Jiq

this
i 1948, re it with a manner, the mo held In the portfolio
thority in 8, replacing Py l‘tnn:u, po

to;
its unique status as the sole national The Charter

Secondary mortgage market facility. eventual

(16) On September 7, 1960, FNMA was market operatio,
tranferred from RFC to the Housing vately finance
and Home Finance Agency (later to tion and anti

Act contemplated the
transfer of the secondary
d n.cl"‘ ted ‘:iz:nl’:.

and operated o .
cipated the use of the sec-

become the Department of Housing ondary market operations of

and Urban Development) In order to only a8 a “rese
insure better coordination of the sec- minations of the vol

ondary mortgage functions. of the As- and sales, of prices; and

FNMA
rve facility.” (22) Deter-
ume of purchases

of charges or

36201

fees were to “be consistent with the
obfectives” that “excessive use of the
Assocfation’s facilitfes” should be
avoided. In addition, the operations of
FNMA's secondary market facility
should be “within {its {ncome derfved
b fully sl epnome 424 * ~ * souid

] self-suppo (2.

By requiring sellers of mortgages to
FNMA to make a capital contribution
equal toapereentolthen-muto
mmmdtopwafeeformmm
the Charter Act provided a major dis-
Incentive for private lenders or mort-
g8ge originators to use FNMA's sec.
ondary market facllities. (24) The 195¢
Charter Act llso“prohmted FNMA

m making any advance contracts or
commitments to purchsss mo
except on & very limited one-for-one
basls with a lender who purchased a
loan from i¢. ¢25)

However, Government support of
the secondary market operations of
was continued by the 1954
Charter Act over the objections of the
traditfonal mortgage lenders. Thelr in-
Junction that there be “no subsidy,

direct or indirect, by the Goven.:.ment

to such a corporation wWaS
not followed by the Congress. FNMA's
abllity to raise “Its investible funds
under the protection of the

at rates below the rates private inves-
tors pald” was continued by the 1954
Charter Act. By authorizing PNMA to
obtain funds for its secondary market
operations under the protection of
e t:ll:ld :’tt::acl;elow thm_pald

Yy priva v Ngress express-
1y refected the notion that the second-.
ary market operations authorized by
the Charter Act were to be carried out
solely as they would be by a private,
profit-making corporation. -

The disincentives to doing business
with FNMA, which were put into the
Charter Act at the behest of tradition-
al mortgage lenders to insure FNMA’s
operation as a “reserve facility,” were
Substantially reduced by subsequent
amendments to the Charter Act. In
1956, Congress removed the prohib{-
tion against the fssuance of standby
commitments adopted in 195¢ for the
purchase of mortgages on newly con-
structed properties and ‘reduced the
stock purchase requirements imposed
o;mlendm dolng business with FNMA.
<

FNMA’s impact on mortgage finane-
Ing in the United States was not re-
duced by the requirements of the
Charter Act of 1954, Purchases of
mortgages incressed Substantially
from 1954 to 1956, In 1957, when tight
credit conditions prevailed, FNMA
tingie-famnly " yestaomiif et Of
single- residen mortgages
originated in that year. The relatively
easy credit conditions that prevailed in
1938 marked the first year of signifi-
cant FNMA sales of mortgages from
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its portfollo, (27 However, with
tighter credit conditions in

¢ way and purchaged

9 percent of w:lnmaiaﬂ:-tmny mort-
gages origina 1 year. During
the credit shortage of 1988, FNMA
purchased fully lge::’.ement of all home

mortgages origina .
years of operation under

. Thus, in 14
the Charter Act of 1984, FNMA
single

the
very goals envisioned in 1933 by the
National Emergency Council for sec-
ondary market facilities, (29) -

CL1ﬂlllﬂbﬂlﬂﬂilﬂﬂlIHHNHVIIFIID!!EZIT
ACT OF 1988

Prior to 1968, Congress undertook
no steps to 8l'mmement the 1954

to private ownershiip,
was not retired as contemplated by the
IOMCharterAct;mtherltmln-
creased on three separate occaslons,
the Government's capital in.
vestment up to mors than $163,000,000
in 1968. ¢30) Nevertheless, the goal of
the secondary market oper-
ations of FNMA over to private man-
agement was realived in 1968 when
President Johnson was persuaded to
Propose the transfer to avoid the
effect of an accounting principle that
would have required inclusion of
FNMA’s secondary market operations
in the Pederal budget. (31)
Under the new statutory scheme, set
rorthlnuﬂevmozthenomlu
Urban Development Act of

FNMA was partitioned into two sepa- .

rale corporations, It became “g Gov-

nsored private corpora.
tion” and retained all the assets, liab{l-
ities, and funct{ons that {t had carried
out under section 304 (Secondary
Market Operations) of the FNMA
Charter Act. (32) The other corpora.

tion, designated GNMA,

Ch:
Moreover, just as the basie second.
ary market activities to be carried out
bymmmmlnmt.mdldtho
publis purposes to be achieved by
these activities, Nothing either in the
language of the 1968 Act or In {ts legis-
lative history Indicates that the long-
awaited transfer to private ownership
was intended in any way to constrict
or alter the public purposes to be
achieved by the operation of FNMA’s
secondary market activities. On the
contrary, to permit the accomplish.
ment of public purposes, Congress con-

RULES AND REGULATIONS

ferred upon FNMA certain benefits
g:: uvrngnbh to private corporate entf-

Act, authorized
the Secretary to require that a reason.
able portion of the corporation’s mort-
Suge purchases be related to the na-
tional goal of providing adequate
housing for low-and-moderate-income
familfes. In additfon, Congress deleted
the provision in the 1984 Charter Act
Which would have terminated back-
stop authority to assist FNMA subse-
quent to the retirement of the Treas-
ury stock, and instead affirmatively
conferred backstop authority. Finally,
Congress gave the Secretary general
regulatory authority over FNMA to
insure the purposes of
Charter Act were accomplished,
The Senate committes report on the
proposed Charter Act explained that
retention of the backstop authority
for FNMA was designed to “enhance
the corporation’s credit standing,” and
to “constitute Government recognition
of the significance of the corporation’s
operations to the national intetest as-
pects of the mortgage indusg-
;ry." m. g&‘mmittee mtt:d that it
as L] eguards “to agsure
that the privately owned FNMA will
continue the secondary ;
market operations in a manner con-
sistent with the- best interests of the
public.” (34) Thus, the congressional
scheme conferred benefits to insure
that the publio purposes could be ef-
fectively combined with regu.-
lations to insure that they were real-

:_ IL FNMA: TuE GoveanuzNy-
SPONBORED PRIvarx CorroRATION

A-BlllflllcDIDI!ﬂlDIﬂNﬂ'lﬂmlA

At the outset, Congress realized that
it must take the steps necessary to
enable FNMA to assume immediately

ding!

302(a)2)(B) of the Charter Act per-
mi FNMA to retain, after it was
tranaformed into a privately owned
corporation, all the assets and liabfl.
el e T w‘i‘:‘é’%"m‘.’ﬁ.‘.}*
ations w!
thoaoytwaotr!lt:‘::eiumuacl:v-
ernment corpo ongoing,
and profitable business was turned
omhFNMA.(JS)Ihautunlnthe
Secondary mortgage market in 1968,
and other benefits provided by the
Charter Act, assured FNMA 1t could
have no effective competition from
the private sector.

the -Act, FNMA

L. Backstop Treasury Borrowing,
&m&%“%&?z’m oy
e U]

to buy up to $2,250,000,000 in FNMA
obligations. This authority, which is
to that granted on behalf of

the Federal home loan banks, en.
hances the corporation’s credit stand-
ing and conatitutes “Government rec-

" ognition of the significance of the cor-

poration’s operations to the natfonal
terest l:.:pectl o{agxo mortgage fi.
nancing industry,”

2. FNMA OWigations as Lawful In-
vesiments for .Fiduciary Trusts and
Publle Funds, Sectfon 811 of the
Charter Act makes FNMA obligations
lawtul investments and security for al}
fiduciary trusts and publio funds
g:::lt:. t").;‘ gontml of ut’ho Uﬁl'tod

ereby making these oblipn.
tions far more salable than the oblign.
tions of private corporations,

8. The Federal Reserve Banks ere
FNBMA's Fscal and Paying Agent.
Under section 309(g) of the Charter
uses the Federal Reserve

view that FNMA debt securities are in
Some way connected with the Federnl
Government.

4, Ezemption from Stale tazes. Boees
tion 300(cX2) of the Charter Aot
excmpts FNMA from all taxation fm.
posed by any State (except real prop-
erty tax)—a provision usually applicae
ble only to governmental ontities
under the doctrine of intergovornmon.
tal tax fmmunity, In addition to the
economio advantage afforded FNMA
by the it reinforces the
FNMA as a govorn.

which are direct obligations of or oblf.
gations guaranteed as to principal or
interest by.the United States.” (37)
This exemption reinforces the view
that FNMA is in some way conneoted
with the Federal Government,

The combined effect of thege bene-
fits assured the immedlate and un.
qualified acceptance of FNMA's obl{-
gatfons, FNMA’s debentures and dis.
count notes :f' f'eg:rded ue:'teduml
agenocy securities. 8 result, FINMA
has borrowed and continues to borrow

to pay if it were a private corporntion
with the highest available credit
rating. (38)
B. RequtaToRY AuTHORITY
Despite the transfer of ovmerghip
and Board control [nto private hands,
Congress recognized that safecunrds
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were needed to insure that the publie
purposes of FNMA would be carried
out by the newly created “Govern-
ment sponsored-private corporation.”
(39) The Charter Act,.together with
its legislative A that
Congress intended one such safeguard
fabothemthoﬂtyottheSmhryot
Housing and Urban Development to
regulate FNMA after its transfer to

private own
As the Senate report states:

m&achrymuldh:nmm
Wymmmhmmm
purposes of the Charter Act are served The
Issuance of all securities or abligations by
P o
fictpata 1 e Saciase g, would par

on process ag

the level of mortgage purchasss at various
times. In addition, the Becretary could re-
qmmtammnu.porﬂudM'l
for low-and. b:neomll:m.:. but
lor -moderate
with reasonabls economis return, (40) *

{ssuance of stock, obligations,
securities, ar other instruments, (Sec.

wise in com
gages. (Sec. 302(bX(3).)

3. Determination of the amount of
nonrefundsble capital contributions
required to be made by each mortgage
seller (not to exceed 2 per centum of
the unpaid principal amount of mort.
gages or to be purchased).
(Sec, 303(b).)

4. Determination of the level of
stock retention requirements imposed
on each servicer of its mortgages (not
to exceed 2 per centum of the 8sggTe-
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gate outstanding principal balances of
all mortgages of the Corporation
which have been p subse-
quent to September 1, 1968, and which
are then serviced by such servicer for
the Corporation), (Sec. 303(0).)

8. Allowing the obligations of the

Corporation to exceed 15 times the

sum of its capital, capital surplus, gen-
S s S
u o ']
Secretary fixes higher ratio.) (Sec,

304(b).)

6. Payment of cash dividends to
stockholders. (Permitted only If the
annual s, amount does not
exceed the rats determined to be a fair
rate of return by the Secretary after
cons{deration of the current earnings
and cspital condition of the Corpora-
"%Sdﬁ:mg"z,n speclfl

on ese 6 powers,

the Secretary was given the power to
datermtone s wd d
es e necessary and proper

to assure that the purposes of the
carried out. The

. Chatter Act ars
Senate Report indicates that the gens

eral regulatory power of the Secretary
over FNMA is plenary, (43)

The general regulatory powers con-
ferred upon the Secretary by the
Charter Act are, however, subject to
two limitations:

(1) Regulation must be conslistent
with the maintennnce of a “reasonable
economie return” to and a
“fafr rate of return” to its sharehold-
"3:“&:3&“ t extend to

on may no
FNMA's internal aff;

ment or [1s) otherwiss necessary lo
assurs that the purposes of the Charter
ggs e:v; carried out (45) (Emphasis
culxh addition t: th:r:lnummgd spe-

G powers and general regulatory au-
thority granted to the Secretary, Con-
gress conferred additional authority
upon the executive branch. The Presi-
dent of the United States, under see-
tion 308(h) of the Charter Act,’'ls au-
thoarized to appolnt 5 publis members
to the 15 member Board of Directors
of the Corporation, and to remqre
both the Presidential appointees and
the 10 privats members of the Board
elected by the shareholders for “good
cause.” Further, section 304(b) of the
Charter Act gives the Secretary of the
Treasury total control over the matu.
rity and thenteountcmcorm ob-
FNMA, and the tim g:ﬂl:;uedmg

an e es W)

Fmgaumg have access to the capital
marke y expressly many
specifio controls to the President of
the United States, the Secrelary of
Treasury, and the 8ecretary of Hous-

HeinOnline --
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ing and Urban Development, Cangress’
indicated that in the second-
ary market operations of FNMA over
to privats management, it intended to
preserve to the Federal Government
thenowertomertthepuhllclnmut
to be served by FNMA's operation of
these secondary market functions.

In additfon to the controls it con-
ferred on the executive branch, Con-
gress restricted the rights of FNAMA
shareholders over the operations of
the Corporation. As noted above, the

ers elect only 10 out of 1S
members of the Board of Directors,
ond mcnaldmtwrmonmot
the 18 Board members for good cause.
«(Sec, 308(b)). Shareholder rights in-
volving merger, dissolutfon, and the
power to amend the certificate of in-
corporation (the Charter Act) were re-
talned by Congress (sec. J02(a)1).)
Furthermore, Te-

ghareholder control over director dis-
cretion, the right of shareholders to
present proposals for considerstion by
the Board, or the right of gharehold-
ers to Inspect corporate books—a right
conferred upon the Secretary of Hous-
ing and Urban Development (sec.
308(h).) Besides conferring many
shareholder rights upon entitfes out-
side the Corporation, the Charter Act
expressly vests in the Board of Direc-
tors the right to approve or amend the
bylaws (sec. 308) and the right to set
shareholder voting and director
quorum requirements.

The provisions of the Charter Act
make clear that Congress did not
create pl:’NMt’A‘ in the image- of the
usual vate, profitmaking corpora-
tion. The congressional redistribution
of FNMA's corporate powers was de-
signed to assure that its secondary
mﬁg:n opu:‘ttlgnsmw_ermnducted in
acco ce e public purposes
Charter Act.

C. FNLA'S CONDUCT OF ITS STCONDARY
LIARKET OPERATIONS

In carrying out its “Free Market”
auctions, FNMA

home mortgage (conventional or FHA-
VA) at a given price and within a given
time. Actusl delivery of mortgages,
hotever, {5 at the option of the pur-
chaser of the commitment. If the pur-
chaser can obtain a higher price than

don the commitment and sell
mortgages-elsewhere,

To support the conduct of its see-
ondary market operation, FNMA s
the second largest borrower In the

43 Fed. Reg. 136201 1978
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“United States. Only the U.S. Treasury
exerts a greater demand on the capital
markets, (§7) Because of the benefits
it has received from FNMA
is able to seoure funds from sources in
the capital markets that would not
otherwise be available to housing, and
at the favorable interest rate accorded
Federal agency securities. This enables
FNMA to perform both successfully
and very profitably {ts function of pro-
viding Hquidity for mortgage origina~-
tors and investors.

low- and moderate-income families,
On December 8, 10, and 13, 1976 and
on June 7 and 8, 1977 the

50:: ::i’t)h FNMA's practices and poll-
es,

Throughout the hearings witnesseg
testifled that FNMA’s conduct of its

Corporation’s policies in these areas
by the need for profits. (51)
In addition, they argued that '8
purpose {3 simply “to help finance
housing by supplementing the supply
O‘Fon wing ggm the Senate
0

committes staff tc::;l%dgd that
FNMA's managemen oard “gen-
erally seem to view the Corporation’s
sole public responsibilities as providing
liquidity to the mortgage market and
complying with other direct mandates
under the charter,” and suggested
that “FNMA's unique and favored po-
sitlon as a Government-linked Corpa-
ration gives it a- responsibility to
fun(tg )the public interest more broad-
y'n .

FNMA’s conduct of its secondary
market activities has not accomplished
the public purposes of the Charter
Act. In its secondary market program
for conventional mo FNMA
has failed to assure that (1) a reason-
able percentage of its Federal agency
rate borrowings which support the
conventional mortgage program flows
Into central cities—areas that have dif-

" ficuity In obtainlng mortgage credit,
and (2) a reasonable percentage of
these borrowings benefits low- and

RULES AND REGULATIONS

moderate-income families who live in

central cities,

* L FNMA Policles Affecting Urban

Areas, In the conduct of its convhen-

tional mortgage program, FNMA has

failed to_accomplish the publie pur
Charter

poses of the

urban conven-

versely affected urban mortgage lend-
ing. (§6) There is a “conventional” and
‘“urban” .mortgage market, with con-
ventional loans concentrated in sub-
urbs and FHA-{nsured and VA-guaran-
teed loans left to fill the void fn urban
centers. FNMA has attributed this
practice, in part, to a traditional sub-
urbanbhaonthoputotmortm
lenders. (57) However, separate mort-
gage marksts are largely the result of
such ting

withdrawal of conventional mortgage
funds from urbmthneuhbo‘rhoods un:

To the extent that FNMA addressed
gbatg.lendms. 1t ‘geared its programs

mortgage needs of affluent
white professional who are

part of the “back-to-the-city” move-
ment and {gnored the needs of long-

ventional mortgage purchases to the
needs of low- and moderate-incoms
families, Thé median sales price of
homes financed by conventional mort-
gages which FNMA purchases sub-
stantially exceeds the median sales
price of homes financed by FHA or VA
(n‘;g’rtngu which FNMA purchases.
8. PNXA’s Policies Affecting the Auc-
tion System, In the conduct of its bi-
weekly auctions FNMA has followed
pricing procedures which contribute to

in mortgage interest rates in
periods of generally

dollar amount and yield of bids accept-
ed indicate an arbitrary profit decision
on the part of FNMA rather than a re-
sponse to market needs, The result is
that FHMA's pricing leads the market
when interest rates are rising. (62)

4. FN3{A’s Policy on Morigage Salcs
and the Size of Its Portfolio, FNMA
maintains a mortgage portfolio larger
than necessary to accomplish the
public purposes of the Chaxter Act.
Moreover, it has falled to balance
mortgage purchases with sales when
this was feasible, (63)

IIL. THE REGULATIONS
A. THE FEOPOSED REQULATIONS

The Department’s proposed regula.
tions were addressed to thess substan.
tial problems in FNMA's conduct of ita
Secondary market operations, Prior to
the publication of the proposed regu-
lations, no previous administrations
had attempted to clarify the relation-
ship between HUD and FNMA by de-
veloping the detailed regulatory
framework mandated by Congress in
the 1968 Charter Aot amendments. In
fact, most of the Department's specific
regulatory actions with respect to
ll;NMA had been n::lartakon lnlo:mnl-

through perso correspondence
and mestings between the Secretary of
Housing and Urban Development and
the President of FNMA.

Before the proposed regulatfons
were issued on February 24, 1078, Con-
gress had Indicated dissatisfaction
with HUD's failure to exercise general
oversight responsibility over FNMA,
At hearings before the Senate Com-
mittee on Banking, Housing, and
Urban Affairs, Senator Proxmire

stated: .
1t s publle repO I g doar that
pul eg u L]
support of low- and moderate-income houg.
ing. The conduct of these responsibflitics fg’
to be overseen through the appointment of
one-third of the FNMA board of dircotorn
by the President of the Unitcd States mg,

ore , through oversight
i

®®® It s the Committee’s impression
that, n the case of FNMA, this publie ovore
sight functfon has been neglected by HUD,
leaving this massive corporation to conduct
its affairs in any manner it cees fit. (64)
The proposed regulations sought to
the Department’s statutory
mandate by clarifying its regulatory
with FNMA {n accordance
with the requirements of the Charter
Act. The proposed regulations genernl-
ly covered those areas in which Con.
gress requires that FNMA obtain
HUD's approval prior te implementing
& determination or an ection,
(See §61.13 dealing with issuance of
stock and implementing provisions in
sections 303 (b) and (o) of the Charter
Act; §8L14 dealing with isjuance of
debt and {mplementing provisions in
sections 308(h) and 311 of the Chartor
Act; §81.18 dealing with maximum
debl-to-capital ration and {mplement-
ing provisions in section 304¢h) of tho
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Charter Act; $381.10 and 91.17 dealing
with conventfonal on hous-
ing for low-and-moderste income famt-.
lles and Implernenting section J09(h)

of the Charter Act; and $§81.31-81.34
tions and audits
trans-

e, .
In addition §81.23 of the proposed

recuhﬂomsetupdeﬂnlﬂvomdm
lar to enable

mortgage

olio, the proposed regulations

would have required FNMA

general plan for the con-
market oper.

FNMA’s proposed

liquidity for

its portf
($81.22)
et ot e
ations detafling
method for (1) providing
mortgage

lenders, (2) conducting its. -

stabilization functions (both
new sources of mortgage

tional mortgage auction. A atm-
Alar provision is contained in the final

Becauses FNMA's underwriting
guldelines were causing certafn urban
areas to be redlined, the.proposed reg-
ulations (§81.18) would have required

HUD spprove FNMA’s underwrit-

ing guid

gressional mandate that
grams relating to housing and urban
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development affirmatively further the

polloy of fair housing throughout the

ted States. (66) The provision is

e In modified form in the
8.

The proposed rezulam;ns (§81.19)

and moderate-income

es. (67) Thoss p ons
(igg.la (d) and (e), and 81.17) wers
020X ang sopiement  sections

an o e

AetandtolnmuthntFNMA'aeon-
duct of its secondary market oper-
ations achieved the purposes of the
Charter Act. The final rule containg
revised provisions addressing these
same problems,

B, THE COMLIENTS

Although most of the comments re.
celved in response to the proposed reg-
ulations were critical haif came from
mortgage b, commercial and In.

vestment bankers, and thrift Institu.
+ tions. In addition, a substential per.

centage of the comments came from

FNMA ghareholders who had received

from FNMA's management informa-

Critical comments focused on four
major areas, the greatest’
amount of comment twas generated by
the provisions of §§81.16 (d) and (e),
8nd 81.17 which mandated the use of
an absolute percentage of all commit-
ments ts:'lg b‘y M an nbsoluet:
percen [} mo ges purchas
by It. (Sections 81.16 (d) and (e) would
have required that ultimately

of agegrecuts principal

cent the
amount of commitments to
conventional home mortgages issued
by FNMA d each

y uring
be for the purchase of mortgages se-
curred by propertles located in a cen-
tral city or property improved by a
previously occupled home, Section

HeinOnline --
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81.17 would have required that 30 per-
cent of the aggregate principal
amount of all mortgages purchased by
in any calendar yesr consist of
mortgages secured by housing for low-
and moderate-incoms famflies )
Second, there was substantfal oppo-
sition to §81.14(b) which would have
prohibited PNMA from {ssuing any ob-
ligation convertible intoe common stock
and §81.14(c), which would have re-
FNMA to submit a request for
approval to the of Housing
and Urban Development at least 15
dmpﬂortothcpropouddateafb-
suance of FNMA debt obligations.
Third, numerous commentators ob-
Jected to 501.1:, wglt:hﬁ would have ra.
quired FNALA to o HUD approval
of a revised statement of home mort-

con
guges; and §8L19, which would have

ts on FNMA, its contrac-
tors and vendorz. Fourth, FNMA ob-
ected to §81.23 which wounld have re-
qnlredlttodevelopauhnforthecon—
duct of its secondary
ations eovarﬁgnpeﬂcdotatlun
three years, OTeOVer, many commen-
tators obfected to the trenty-thres
separate reports which the provisions
of §81.23 would have Tequired FNMA
to submit on a regular basis.
In response to the volumingus coms-
ments re

regulations,
specifieally, £381.16 and 81.17 previ-
ously fmposed sbsolute percentage re-
Quirements on the f~uance of commft-
ments in central citfes, and absolute
perceptage ents for pu
chases of low- and moderate-fncome
mortgages, These sections have been
nvkedtolmpmm:hforthopm
chases of mortgages in ench of these
areas,

‘The provisions of $81.14 have been
extensively modified. Under the final
regulations, FIIATA%S authority. to
borrow,; the form of bo and
other matters relating to its borrow-
refary of the B only by the Sec
re ] . The
of Housing and Urban

of mortgages or fssuance of commit.
ments to purchase mortgages,

Finally, the number of reports re-
Quired in 9581.23 has been reduced

The numerous changes made in the
regulations as a result’ of the many
comments recelved and as a result of
HUD's reexamination of the proposed
regulations are in
‘t'l.:: following section-by-section analy-
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C. SECTION-BY-SECTION ANALYSIS OF
FINAL REGULATIONS

SusPART A—GrvERAL PrOVINIONS

Section 81.1 Scope of part. This sec-
tion Is from the proposed
regulations. No adverse comments
ware received,

Section 81.2 Definitions
have been made In most of the terms
contained {n § 81.2 of the propased reg-
ulations, and eight new definitions
have been added. With respect to each
new or revised definition, a summary

the de-
fined rrespond to the para-
graphs contained in § 81.2 of the final
regulations.
(d) “Debt-to-capital ratio”—This
term was defined in the proposed reg-
ulations to mean the ratio of the out-
standing amount of FNMA obligations
issued under section 304(b) of the
Charter Act (general obligations) to
the sum of FNMA's net worth ac-
counts plus the outstanding amount of
FNMA obligations Issued under seo-
tion 304(e) of the Charter Act (subor-
dinated obligations). Since section
304(e) provides that subordinated obli-

section 304(e) provides for the issu.
ance of partially subordinated obliga-
tions, has been added to the
definition to provide that section
304(e) obligations will be treated as
capital only if entirely subordinated to
all FNMA

This definition

has been extended to include mort.
gage loans on two-to-four family prop-

es,

() “Profect mortgage”—The pro-
posed regulations contained no defini-
::on of tlm’et:trm. In the final regula-

ons, “pro, mortgage” meang a
mortgage loan on a bullding contain.
ing five or more dwelling units,

(g) “Single-family mortgage”—This
term wes not defined in the proposed
regulations because the term “home
mortgage” was defined as a mortgage
loan on a family house. In the
final regulations, this term is defined
asa loan on a house contain.
ing a single dwelling unit.

(h) “Unit m¢ "~—~This term is
used In both the proposed and fina}
regulations to refer to a mortgage loan
on a condominium unit or a unit in g
planned unit development project.
Eomvler. in the final re%nuom. tlt::
definitional language erring
leasehold Interests has been deleted
since leaseholds are treated In s new
definition of “mortgage loan.”

RULES AND REGULATIONS

() “Mortgage loan"—Although this
term was used in several instances in
the proposed regulations it was not de-
fined. To clarify the final regulations,
‘mortgage loan” has
been provided, Since simflar language
relating to mortgages on leasehold in.
dtaruwml:;o was ‘:o&t:lnod ln“tWo separate

ns proposed regulations

(“home mortguge” and ‘“unit mort-
gage”), this language was consolidated
in the final regulations in & new defl-
nition of “mortgage loan”, In this new
the term is defined as a loan

real property. The first
two—a fee simple estate and 8 lease-
hold interest extending or renswable
at least 10 years beyond the maturity
of the mort taken from the
ey L s
‘ mo; 4 proposed regu-
lations. The third interest—a leage-
hold interest of any duration together
with the resulting fee simple estate—
was included in response to s comment
submitted by FNMA, whioch noted that
“FNMA's contract with mortgage sell-
ers provides that a leasehold estats
may expire earlier than the term of
the mortgage, provided that fee simple
title then vests in the homeowner or
owners’ '

(k) “Dwelling unft”"—This term was
used in several definitions tn the pro-
posed but was not itself
defined. In the final regulations, the
term has been defined to mean a
single, unified combination of rooms
;!ea!aned for residential use by one

(1) “Housing for low- and moderate-
income famflies’—In the
ulations, this term was defined to in-
clude any residential property falling
g&mn one of the following three cate-

(3

gmlmlnsundbyﬂ&undereu—
Ata:n sections of the National Housing

ts
(2) Any housing project having 28
bercent or more of its units eligible for
rental under section 8 of
the U.8. Housing Act of 1937; and
family pur-

(3) Any single-:
chased at s price below the current

median price for such housing In the
geographical ares in which the dwell-
ing s located.

Comments récefved by the Depart-
ment indicated that the first part of
the proposed definition should Include
a reference to section 237 of the Na-
tional Housing Act. While the require-
ments of §01.17 (purchase of mort-
gages secured by housing for low- and
moderate-income famflies) are not ap-
plicable to FHA-insured mortgages in
the final regulations, the first defini-
tional category has been retained and
modified as suggested by .the com-

ments recefved. The revised definition
remains useful as part of the revised
reporting requirements under §81.23
and will help the Department ascey.
MnthoexmnttowhlchFNMApur-
chases of FHA mortgages benefit low-
and moderate-income families,
Comments stated that the second
part of the proposed definition was
ambiguous, In that it was unclear
whether the definition would Inolude
any projeot in which 25 percent or
more of the units have rents below the
applicable existing fair market rent or
whether a unit must actually be sub-
Jected to a section 8 reservation or

into or agreed to enter Into a Housing
Assistance Contract under which eligl-
ble famflies in not less than 28 percent
of the units will recelve housing assist-
Ance payments under section 8,

Comments on the third section of

the proposed definitfon pointed out
the difficulty In de the our~
rent median price for single-famfily
housing {n each Standard Metropolls
tan Statistical Area (SMBA) or county
notlnanBMBA.Accordlngly. this cat.
egory has been reviged to employ a
data bnse of median family income,
which is regularly complled by HUD
bs made available to FNMA.,
As revised, this section includes any
single-family dwelling (Including a
condominium or planned unit develop-
ment unit) purchased at a price not in
excess of 2.8 times the median family
income for the ap, riate geographi.
cal area In which the dwellling is 1ocat-
ed. It was pointed out in the comments
that there is no assurance that a
house priced within the means of a
low or moderate Income family wiil be
occupled by & low or moderate income
family, The Department, however, be-
l{eves that the regulation will be offeo-
tive in furthering national housing
goals If {t results in additional finano.
ing for houses which low- and moder-
ate-income families can afford,
(m) “Central city”—The omission of
& definitfon for this term {n the pros
posed regulations was the subjeot of a
number of comments, Accordingly, the
term has been defined to mean each of
the political subdivisions named in the
title of an SMSA as most recently de.
termined by the U.8. Censug Bureau,
In addition, a current it of such cone
tral cities Is set forth in Appendix A to
these regulations,

(n) “Suburban”—This term, not used
in the proposed regulations, {s defined
as those areas of an SMSA which are
not within any census tract located
wholly or partially in a central city.

(0) “Debt "—This term,
used but not defined in the proposed
regulations, is defined as applying to
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obligations and securitfes issued by
FNMA under sections 304 (®), (d), and
Charter Act,

“Olligational authority”—This

texmwh!clidlunotzppeartnthopm-
regulations {s definad to mean

posed

the dollar amount of authority con-
ferred by the Secretary upan FNMA
to purchase mortgage loans, {ssue com-
mitments or otherwise deal in mort-
gage loans,

Suararr B—-Oriuarions oy FNMA

rigage sell-
ers to make capital contribiitions to

FNMA. In addition, paragraph (a) has
been revised to refer to the Secretary’s

approval of FNMA demlmtlom to_

suspend thess

. Under the mandate in section 303(b)
of the Charter Act that FNMA “shall
at all times require each servicer of its

RULES AND REGULATIONS

to mortgage sellers, and gincs stock re-
tention requirements for mortgage ser-
* vicers can be met by the purchase of
FNMA on the open market at
the market-determined price,
Paragraph (c) of §81.12 of the finnl

olders preemptive rights in all
stock issuances. Becausse FNMA share-
holders have already adopted such a
muﬂon. this Ianguage has been de-
(.}

The proposed regulations required
Secretarial approval prior to the lssu.
ance of any common stock by FNMA,

{nformation to
the fingl egulati o

e ons, the
stock offering period rather than the
fssuance date must be disclosed, and
the issue price and number of ghares
to be offered rather than the amount
otshcktobolnuedmustbomted.l’n
addition, the description of the Dro-
posed uss of the proceeds has been

and the requirement for a
assessment of current condi-
the capital market has been

tions in
ted. Finally, a new proviston
the Secre-

tary to act on any stock ce re-
g:'u: within 30 workdoys of its re-
p

(Section 81.13 Reserved)
- Section 81.14 Issuance of Oblign-
tions. The proposed regulations would
have required that not less than 16
days prior to the proposed date of the
issuance of any obligations, securitfes
or other debt instruments, FNMA
submit to the Secretary a written re-
quest for approval of the Issuance, In-
cluded with the request would be in-
formation as to the proposed date of
Issuance, interest rate, maturity, and
principal amount; whether the debt {s
to be secured by mortgages or subor-
dinated to other obligations; and the
broposed use of the proceeds. The reg-
ulations would also have precluded the
fssuance by FNMA of any obligation

36207

suance deprives FNMA of the flexibfl-
ity to react to market condf-
tions. Without the flexibility to waft
untll the last possihle moment to
assess the impact of the size and terms
of its bo some commentators
feared that FNMA would make mar-
keting decisfons which would have a
d!.vukggvo influence on the money
mar,

en%::l g:rp::g.n t of the Treasury
en| a

alsq stated its concerns that the provi-

slons of §81.14 would interfere with its

relnuonshu;l wlg; F.l:‘:lm’.au‘.

P which
would have prohibited the fssuance by
FNMA of any o]

Into common stock, was criticized by
FNMA as beyond HUD’s authority
aud as an unwise restriction limiting
FNMA's abllity to raise equity capital,
Maf been made fn

The provision which would have pre-
cluded fssuance by FNMA of any oblf-
gation convertible into common stock
has been deleted. The requirement for

eol;’:u&:db it to the Secretary of
su y ]
the fssuance of
its nc:ebt lnstruztl:nu. -
response to comments by FNMA,
the final regulatfons provide a regular
pmeglgr; roi-n the .m?:‘tlh of FNMA's
requ: or increases e Corpora-
tion's total obligational authority.
Based on the new definition in
§81.2(p) this requirement relstes aonly
to FNMA's suthority to purchase
mortguges or offer commitments,
Section 81.15 Debt-to-Capital Ratio,
Section 304(b) of the Charter Act pro-
vides that FNMA's debt-to-capital
mﬂomynotexeeedlutolunlesss
greater ratfo is fixed by the Secretary.
The present level fixed by the Secre-
tarylsuzstol.nd:c o and final
regulations would provide procedures
to be followed In altering the debt-to-
capital ratfo,

4
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Several comments were received on
the debt-to-capital ritio provisions of
the proposed regulations. First, it was
pointed out that the prohibition on
the issuance of any debt which would

cause FNMA's debt-to-capital ratio to.

exeeedzstnlcouldworkuuut
hardship if there were a need to issue
obligations sufficlent to finance pay-
ments of principal and interest due on
outstanding subordinated debentures,
While this contingency Is very remote
the final regulations have been revised
to accommodate this possibility, Sever-
al commentators nmrte: gstm g:
proposed regulations coul

preted as authorizing the Searetary to
reduce FNMA's maximum debt-to-cap-
!muuobolowutol.mnnnmh
has been revised to reflect that the
Secretary may not reduce debt-to-capi-
tal ratio to less than 15 to 1.

Some commentators suggested that
the Secretary lacks any authority to
decreass the debt-to-capital ratlo, once
& gspecific ratio above 15 to 1 hag been
approved. These comments were re-
Jected. The grant of authority to in-
crease the debt-to-capital ratio above
18 to 1 contains the implicit authority
to reduce the debt-to-capital ratio
back to 18 to 1 if conditions warrant,

In parsgraph (c) of the proposed
submit to the Setater wpieduired, o
su (] any requ
increase its debt-to-capital ‘ratio not
less than 30 days prior to the effective
datootthelncreuo.lnthaﬂnnmu-
latfons the request may be submitted
at anytglme :"nd th;OSecretary is re-
quired to aot within workdays after
submission, :

Under paragraph (e) of the proposed
regulations, in order to authorize a de-
crease in the debt-to-capital ratio the
Secretary would have been required to
find that the decrease would not be
detrimental to the holders of subor-

obligations under
304(e). The final-regulati
{nstead, the Secretary to find that the
proposed decrease will not Impair
FNMA's ablflity to its obliga-
tions to the holders of its debt instru-
menu::'ne ricdays e mﬁluauneu
req 0 wo. no -
fective date of any decrease in the
FNMA'’s debt-to-capital ratio. The pro-

opportunity to comment on any de-
crease. :

Section 81.18 Conventional Mort-
gages 3: Central Cittes. r’th& propoug
regulations required a percen
age of commitments to purchass cone
ventional mortgages to be used for
mortgages secured by properties in
central citles (§81.16(d)) and proper-
ties improved by previously occupled
houses (§81.16(e)). In each category
the annual percentage requirement

RULES AND REGULATIONS

would have been 10 percent in 1978
and 30 percent thereafter,
The comments on these provisions
(and the provisions of §81.17 which
mandated low- and moderate-income

ts;
and (2) those objecting to the pro-
posed regulntions as belng
ble or harmful to FNMA's business,

ortgage
number of others questioned the Sec-
authority to impose the re.
quirements contained in §§ 8118 (d)
::: (e) and tayl.l'l. FNMA ualuarted that
authority provided the Becretary
by section 302(bX2) of the Charter Act
th respect to FNMA's dealings in
conventional mortgeges did not pro-
vide a basis for the imposition of the
requirements in § 81.16 (d) and (@), and
that the grant of general regulatory
authority provided the Secretary by
geotion 309(h) of the Charter Act did

not a.uthcg.'lm her to impose

en

quirem
FNMA also denfed that the Seare-

tary had legal authority to assert the

302{‘2{ wrl;lﬂgh speaks tot:llxle muo;m
80 P! ding adequa ousing for
low- and moderate-income famflies iz

'wpllubhonlybl"ﬂm’ndemnuin
FHA-

insured or VA-guaranteed mort-

‘gages,
The Secretary has considered and

refected all comments that she Iacks

the authority to assert the require.

ments of §§ 81,16 (d) and (e) and 81.17

the proposed regulations. The lan-

gusge of the provisions of section

302(bX(2) and section 30(h) of the
Act and gislative

ents contained

In §§81.16 and 81.17 of the regulations,

Efect. Nomocmatlity and Hormpud

() 6rous comments asserted

that the requirements of §881.16 (d)
and (o.). t:nd §81.17 would

P! U]
Some comments asserted that FNMA's

rtgage market would be fmpaired
by the requirements of §§81.16 (d) and
(e), and 81.17 of the pProposed regula~
tlons. These comments pointed out
thusfa.ﬂmo:dmdlnthemm-
dated categories would prevent FNMA

to provide Uquidity for the*

from being able to serve lquidity
needs {n nonmandated categories beo.
cause the aggregate amount of all its
commitments and purchases would
have to be reduced in order to achisve
the mandated percentage In the fa-
vored categories.

It was also pointed out that §ja1.16
(d) and (e) and 81.17 would require
FNMA to abandon the forward com-
mitment procedure by which mortguge
bankers are able to buy FNMA's com-
Initments to purchase large blocks of
mortgages without {dentif: the in-
dividual loans te be delivered, The
abandonment of the forward commit-
ment procedure would, it wons argued,
force many lenders to buy thelr com.
mitments from FNMA only after speo-
ified properties and borrowers had
been {dentitied, ‘Therefore, according
to the commentators, loans would
have to be originated with a higher-
than-normal yleld in order to cover
possible upward interest rate move-
ments in the interlm between loan
origination and loan transfer. Com.

procedure would unnecessarily tle up-
large amounts of mortgage capital for
extended perfods. The requirements in
the proposed regulations have been
substantially modified in view of these
comments, .

it o § 8116 of focntators polntod
out the §81.16 of the proposed re,
tions falled to authorize otions
in comv mortgages seoursd by
two-to-four family homes, even
though the secretary had already
given approval to FNMA's dealing in
such mortgages. gly, para.
graph (b) of § 81.16 of the finnl regulne.
tions will permit FNMA to denl in con.
}rontlon:l mortmc:lal on on&&:ﬁ:r
amily homes, as well as on con .
fum ox-l’l:rll)l ux:lbt:. ¢ tn

Paragrap ) @ proposed
§81.16 contained provisions which
would have codified the limitations

Selling Contract Supplement with re.
spect to loan-to-value ratio and maxis
mum prineipal amount. These provi.
sions were, however, eliminated in re-
sponse {0 comments that {ixing the
detafls of lnmth 's eonvex:‘uonnl l%ln:
programs e regulations wo

reduce FNMA's flexibllity to adjust its

changing

programs to meet market
needs.

All requirements that some of the
commitments lssued be used with re-
spect to conventional mortgages se-
cured by existing homes have been
eliminated from the fina] regulations,
The requirement that an absolute per-
centage of all commitments ¢o pur.
chase convent{onal. mortgages be used
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amount of FNMA's

chases in calendar year consist of
’ mm'tsuuw by housing for low-

and moderate-income familles, As in

the case of § 8116, fixed percentages re-

ts have been abandoned and
§8L17 in the final rule utilizes precise-
Iy the samse goal setting procedures ag
‘adopted in §81.16, Moreover, because
the Department's revisw of the galeg

ingly
and es,

" final rulov :ou nott:::hct FHA lz;
sured or VA guaran mortgages
the provisions of §81.17, If FNMA's
reaul:tr reports fc}r the first mtvzos

year for which ecre-
" calskllstiog
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refuses to suspend the goal, she may:
(1) Require FNMA to conduct a sepa-
rate auction for the es of
sound conventional mortgages which
are secured by housing for Jow- and
moderate-Income familles and which
meet regular FNACA (with &

reasonable rate of return to FNMA);
(@) g hold open an

the purchase of guch mortgages; or (4)
combinatfon of the three. H
grl:’th&:’munnemkudear tha;‘t::
ecre may take no action w
denles FNAA g mam:blo rate of

or to purchase
conventional mortgages (1) which fail
at:d:“t(z) hl::'hund t deemed b
or (2) w are not deemed by
FNMA to be of such quality, type, and

class as to meet gen the pur
chase standards impoged by private in.
stitutional mortgage investors, or (3)
which can not be p within
the range of market prices by the par.
ticular class of m involved, ag
determined by the Corporation,

wriling Guidelines, The provisions of
§81.18 wers criticlzed as belng unnee-
essarily duplicative and beyond the
authority of the tary. While the
Departmen

e on
that the Secretary lacked authority to
Promuigate the provsions of §81.18, In
responss to the comments Several
modlifications were made
posed regulations,

FParagraph (a) was revised to Include
a reference to the Secre respon-
sibilitles under gection 808(e)(5) of the
Civil Rights Act of 1968 and her gener-
al regulatory suthority under section
Ud) of the Department of Housing
and Urban Development Act. In paras
8r8ph (b), the date by which FNALA
must submit revised hoine mortgage
underwriting guldelines to the Secre.
tary (for review and comment) has

changed from May 1, 1078 to
January 1, 1979 to accommodate the

length of time required to complete
rul tion

The ﬂ:;n( ;’elulntlon cotgm;s a geg
Paragrap) requiring the Secre
to take action on proposed revised
guldelines or guidelins amendments
within 10 workdays after submission
by FNMA for approval, )
® some of the provisions in
§8L18 which relate to the granting of
credit to individuals overisp require-
ments imposed opn credit granting
agencles, such 23 FNMA, by the Equal

HeinOnline --

in the pro-~

cular with respect
to subsection §81.18XII) of the fina]
(e foboos ad

age of pro; » the ons
overlap ECOA ents and are

necessary to properly fmplement the-

congressional to” the
tary in gection 808(e)(3) of titls VIT of
the Ci ts Act of 1968,

Rights Act of 1968 by requiring review
of FNMA apprafsal and credit evalua-
tion standards for the limited purposs
of assuring the elimination of race (re-
ligious, sex) related Judgments in such

evaluations,
Section 81.190 Equaz Employment Op-

portunity. The

FNMA’s comments on the proposed
regulation that these require-

agenoy.” ’
Thy provisions contained in §aL1e

of the proposed
l1:x-mznﬂsatﬂm of

to
the mnwd’ud EO. 11248 clause in con- |

servicers,

th vendors and
proposed

FNMA’s comments on the
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regulations establish that FNMA does
not understand and has fafled to im-
plement the legal obligations with
regard to the natlonsal policy of non-

tion in employment imposed
on it as on all major Government con-
tractors. The Secretary has, therefore,
refjected FNMA’s comments- on this
provision.

The Secretary has determined as a
matter of national policy to Impose
equal employment opportunity re-
Quirements identical to those §81L.19
requires FNMA to impose on its con-
tractors and vendors on all GNMA ser-
vicers and seilers.

SusrarT C—REPORTING Requipenenrs

All of the reporting requirements
- contained in the proposed regulations

have been reexamined and substantial
modifications have been made to take
into account the various comments re-
celved, The total number of reports re-
quired has been substantially reduced.

Section 81.21 General. This section ig
unchanged from the proposed regula-
tk}x?.d. No adverse comments were re-
cefv

Bec'jl‘on T:mz Business Activities
Rego e proposed ons
would have required’FNMA to develop
@ general 3-year plan for the conduct
of its secondary market operatioms.
The plan vould have addressed
Ing oooHL ATy e rianchode Jor ReOYid:

secon mo market liq/

ity, conducting its stabflization func-
tions, transferring capital and provid-
ing support for low- and moderate-
income housing. Under §81.32(c) an
- annual budget plan would also have

been required forth estimated
dollar amounts of commitments to be
purchased and purchase and

sales of home and project mortgages.
FNMA In its comments asserted that
the provisions of §81.23 were beyond
the Secretary’s authority to the
extent that they required reporting on
prospective activities. '

This assertion was rejected. The au-
thority to require both retrospective
and prospective reporting is clearly
contained in §300¢h) of the Charter
Act, Section 309(h) places no limita-
tion upon the nature of the report
which may be requested, but states
only that the Secretary e o °re.
- quire (FNIMA) to make such reports on
its d:}:‘uvm?h as he gmeems m" In
addition, the gen re au-
thority conferred upon the Secretary
by section 308(h) of the Charter Act
provides authority for the Secretary
to require Information necessary to
enable her to “make such rules and
regulations ® * * to insure

The Secretary has deemed it neces-
sary to require, in order to insure that
the public purpases of the Charter Act

RULES AND REGULATIONS

are being carried out, reports on: (1)
FNMA's plans for the conduct of its
secondary market operations; (2)
FNMA's mortgage acquisition and bop-
rowing plans; and (3) the general con-
duct of its business.

In addition, FNMA asserted that
market forces determine the level and
distribution of its commitments and
purchases and that it has no control
over, and cannot predict, how market
forces will change from month to
month let alone over the 3-year period
of the proposed plan,

In response to thess comments, in
the final rule the $-year general plan
has been reduced to a 1-year plan to
be set out in the new Business Activi-
ties Report.

The new Business Activities Report
requires FNMA to provide a general
plan for the conduct of,its secondary
market operations con an as-
Sessment of: (1) The amount, of supple-
mentary asaistance FNMA will provide
to the secondary market, (2) the
thority 1s will roquire, and 1o T

and (3) profe

ed increases or decreases in the size of
its mortgage portfolio. FNMA will also
be required to estimate its future
annual need for additional equity fi-
nancing, indicate its target for return
on equity and the ental and
average cost of its debt. ’

The provisions of §81.22(b) of the
proposed regulations which required
FNMA to submit to the Secretary in-
formation it currently submits to the
OMB have been eliminated and pursu-
ant to Appendix B, item 1(b){iD of the
final rule FNMA will
vide to the Secretary a copy of the
report submitted to OMB.

The provisions of §81.22(c) of the
proposed regulatfons which required a
budget plan setting forth calendar
year estimates of certain activities by
FNMA have been replaced by provi-
sions contained in Appendix B, ftem
1(b)(il) of the final rule which require
that similar information be reported
on a quarterly basis only.

Section 81.23 Regular Reports, The
proposed regulation would have re-
quired the submission of 23 different
regular reports at varfous times during
the year, These reports would in gen-
eral have addressed: the results of
FNMA’'s auctions, its borrowing and
debt authority, its loan portfolio, its
debt portfolio, investors and mortgage
purchasers, yields on mortgages pur-
chased and sold, expenditures, rev-
enues and income, and stock prices.

In general, comments received ex-
pressed the opinion that the reporting

- requirements of §81.23 were excessive

or » would result {n exces-
sive paperwork, and would be time
co and costly to FNMA. The

comments stated that the erid result

of these requirements would be to in.

crease the cost of mortgnge eredit to
the Nation's homeowners. Several
comments suggested that the report’s
time requirements were unrealistically
short in certain instances and that the
Information required in some reports
was available to HUD from other
sources. Further concern wag exe
pressed that the release of certain in-
formation to HUD would in turn
result in a release of the information
by HUD through the Federal Freedom
of Inf Act. FNMA stated that
several df the reports would require
porting formey they saviiie aiepaal re:
po! orms; on repo!
4 contained a typographical error:
that report 9 required the disclosure
of information asimilar to that pub-
lished in the Treasury Department's
Survey of Ownership, and that report
22 requiring a disclosure of the owner-
ship of FINMA stock did not consider
that two-thirds of the stock was held
in street names ar by nominees,

In response to these comments, in
the final rule the number of reports
required has been reduced from 23 to
8. In addition, all reporting deadlines
suggested by FNMA-have been adopt-
ed. A typographical error in report 4
has been corrected. Report 9 (previ-
ously report 22) accepts the fact that
the names of the bemeflolal owners
may not currently be avaflable to
FNMA. Finally, proposed report 7
which requested the reporting of al-
legedly confidential information has
been deleted.

The comment that report 9 (now
xeport 3) requests the same type of in-
lomlgtlon as s t.x:muh'ed ln' the 'I;r;:n‘i-
ury Department’s survey of owno:
was refected, A review of this survey
showed that the information requived
in present report 8 is sienificantly dif-
ferent from the information reported
to the . The comment that a
reporting category for “mutual savings
bank” be ted was considered
but it was determined that significant
numbers of mutual savings banks do
exist and that their situation is suffi-
clently different from that of other
banks and savings and loan assocle
atlons 50 as to justify separate treat.
ment. Therefore this reporting catego-
ry was maintained,

Section 81.23(b) Is unchanged. No
adverse comments were recelved,

Section 81.24 Estimates of Amount
of Purchase Commilments at FNMA
Auclions. The provisions of §81.24
would have required FNMA, one busl-
ness day before each commitment auc-
tion, to submit to the Secretary an es-
timate of the dollar amounts of pur-
chase commitments It expected to
{ssue in its FHA-VA mortgage auction
and In its conventional mortgnge auc-
tion, Comments submitted by FNMA
stated that reliable estimates of the
amount of such commitments are
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ravely available becsuss of the specu-
Iative nature of the market. In addl-
tion, it was stated that public disclo-
sure of the estimstes in advance of the
auction could affect the
auction while advance knowledge of
the estimates by only a few potential
bidders would place these bidders in
an unfair competitive advantage,

In response to thess comments,
§8L24 has been revised to provide se-
curity for the Information supplied to
the Sscretary. Under the final reguls-~
tion the information will be submitted
in a sealed envelope which will be
maintained in a safe untll the day fol-
lowing the day on which the.auction is
held. In this manner there will be no
opporfunity for advance publis knowl-
edge of the estimate,

' Section 81.28 AMinutes aof Meetings.
The proposed regulation (§81.25)
would' Have required the submission of
completed minutes to the Secretary

- days because minutes do not exist
until they are formally approved and
.thhmnotoecurmtnthenextregu-
hrmnfthenoud.maddmon.
FNMA sta that the proposed rule

. corporation might

financlally injure FNMA or adversely
affect. the conduct of its business will,
at the request of FNMA be limited to
examination (without copying) by the
Secretary or her designated represent-
ative at the offices of FNMA.

RULES AND REGULATIONS

" Section 81.25 Other Information. In

the proposed regulation this section
was designated §$81.26 “Other Re-
ports” and required FNMA to furnish
to the Secretary, In addition to the re-
ports and informatfon required by the
other provisions of Subpart G, such
{further reports and other {nformation
concerning its activities as’ the Seqre-
tary may request. As this sec-
tion requires FNMA to furnish only
“information concerning its activities”,
upon written request by the Secretary.

SUBrFART D—EXAMINATIONS AND Avuprrs

. Section 81.31 General This section Is

un from the proposed reguls-

:lgn:.d. No adverse commonts were re-
\'{ .

Section 81,332 Examination of Books,
Records, and Documents. This section
hzs been revised to reflect more close-
1y the langusge contained {n section
308(h) of the Charter Act. As revised,
the sectfon requires FNMA to make
avallable for examinationt by HUD rep-
resentatives its books and financlal

ons and all records and docu-
ments relating to them. This section
now also requires the maintenance of
minutes discussed under §81.28,

Section 81.33 Annual Audis of
FNBMA, As contained In the Pproposed
regulations, this section would have
required HUD representatives each
year to conduct an audit of FNMA's
affairs for the preceding calendar year
following submission of the annual
report by FNMA's independent audj-
tors. In the final regulation, the
annual audit of FNMA by HUD repre-
sentatives will be at the option of the
Secretary. In addition, the revised reg-
ulation provides that the Secretary
may acoept the report of FNMA's In.
dependent auditors for a partioular
year in lieu of all or any part of a see-
retarial audit,

Section 81.34 Special Audits, A new
§81.34 has been added to gsubpart D of
the final regulations to provide for
limited audits of specific {Inancial
transactions of PNMA. This provision
is substantively simflar to the prior ex-
Isting regulation governing audits, by
the Secretary, .

SunpArRT E~Boox-ENTAY Proczounes
ror FNAA Sgconsrizs

Subpart E of the regulations governs
book-entry procedures for FNALA gecu-
rities, This subpart was present in the
old regulations and Is Included here as
an accommodation to FNMA. Two pro-
posed sections in this subpart, §§81.45
and 81.46, provided that definitive se-
curities would be Issued in certain situ-
ations. In comments received from
FNMA, however, it was polnted out
that FNMA discontinued issuing de-.
finitive securities on Afarch 10, 1978,
and from thst date securities have
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been Issued in book-entry form only.
Sections 81.45 and 81.46 have been re-
vised to reflect this,

made in sub-

The only other change
part B is in §81.48, which provided in
the proposed regulation that interest
duoonmmmﬂamtobe
charged to the general sccount of the
Treasurer of the United States and
thntsuehsecnﬂuwmtobem-
deemed and charged to the general ac- -
count of the Tressurer of the United
States on the date of maturity, call, or
advance refunding. 'n another com.
ment from FNMA, it was pointed out
3:'3 Pgn.m no longer has an accomnt

e
States but, instead, uses an account
with the New York Federal Reserve
Bank. Section 81.48 has therefore been
revised to refer exclusively to the ac-
count at the New York Federal Re-
serve Bank, of Tnappll b!ub .
ding pplical respect-
ing the National Environmental Policy
Acto:’guhubmmadet:mrdi
ance HUD procedures. A copy 0!
this Finding of Inapplicability will be
available for public inspection during
regular business hours at the office of
the Rules Dockét Clerk, Room 5218,
Department of Housing-and Urban
Development, 451 Seventh Street,
8W., Washington, D.C.

Accordingly, 24 CFR Part 81 Is re-
vised by amending the entire text to
read as follows:

Scbpart A~General Pravisions

See.
814 of Part,
81.2 Duﬂn!wﬂm

Subpart B—Opesstions of PNMA

8L11 General
8L12 Immance af Common Stock.
81.13 Dividends on Common Stock. [Re-

Citles.

01.17 Conventional Mortgage Purchgses
Related to Houzing for Low-and-Moder-
ate Income Familles.

01.18 Home Rlortgnge Underwriting Guide-

e,
01.19 Equal Employment Opportunity.
Subpart C—Reporting Requirements

8ee.
8123 Busings Activities Reparts
es3 es
:{:22: Estimates of Ax;:o t of Purchase
um|
commmnemumaamlm
81.25 Other Information.

Subpart D—Exeninetions and Audils
81.31 QGeneral
81.32 Examination of Books, Records, and

Documents,
8133 Annual Audit of PNATA.

81.34 Special Audits,
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Subpert B—Baek-Entry Precedures for FNMA
Securities ! .

S8ea, .
81.41 Definitions. .

8142 Authority of Reserve Bank,
81.43 Bcope and Effect of Book-entry

cedure.
8144 Transfer or Pledge.
81.48 Withdrawal of PNMA Becurities.
8148 Dellvery of FNMA Securities, -
8147 Registared Bonds and Notes.
8148 Servicing

AFPPENDLIX B--Business Activities Report.
Avurmoarry: Section 7d of the Department
f Housing and Urban Development 42
. %.A.c. 3838¢4) - At
Subpart A—General Provisions

§81.1° Scope of part. '

af
regulations implementing the a.u:lam-
ty of the Secretary of the Department

Assoclation (FNMA), as au-
Federal National
Association Charter Act.
Subpart A contains definitions relat-
ing to this entire part. Subpart B con-
tains regulations governing the con-
duct of FNMA’s secondary market op-
erations. Subpart C contains regula-
tions requiring FNMA to prepars and
submit certain reports on ita activities
to the Secretary on a regular basis
Subpart D contains regulations gov-
erning examinations and audits of
FNMA by the Secretary. Subpart B
contains regulations governing book-
entry pracedures for FNMA securities
and related matters,

§81.3 Definitions,
As used
(a) “Charter Act” means the Federal

Natfonal Mo Association

Charter Act (Title III of the National

Housing Act, 12 U.8.C. 1718, et seq.).
(b) “FNMA" means the Federal Na-

tional Mortgage Assoclation, .
(o) “Secretary” means the Secretary

of Housing and Urban Development
and, where appropriate, any person
designated by the Secretary to per-
form a partiocular function for the See-
re

(2) l& lum‘ t:tl suchlums of FNMA's
cap cap surplus, general sur-
plus, reserves, undistributed earnings,
-and the outstanding total principal
amount of obligations issued by

,

”  RULES AND REGULATIONS

erty:

(1) An estate in fee stmple:

(2) A leasehold or subleasehold ex-
tending or renewable (automatically
or at the option of the leaseholder) for
8 perfod of at least 10 years beyond
the maturity of the loan; or

(3) A leasehold or subleasehold of
any duration and the remaining estate

for residential use by one famfly,

Q) “Housing for low-and-moderate-
income famflies” means— .

(1) Any housing {inanced by s mort-
gage loan insured by FHA under sec-
tion 221, 238, 236, or 287 of the Nation-
al Housing Act;

(2) Any housing project with respect
to which the owner has entered into a
Housing Assistancs Payment Contract,
or an agreement to enter into such a
contract, pursuant to which eligible
families in not less than 25 percent of
the dwelling units in the project will
receive Housing Payments
undeér section 8 of the United States
H?a) Aw“t Il::gm welling (in.

a (
cluding a dwelling unit in a condomin-
fum or planned unit development proj-
ect) purchased at a prioe not In excess
of 2.5 times the median family income
(a3 most recently determined by the
Secretary) for the Standard Metro-
politan Statistical Area so designated

HeinOnline

by the Department of Commerce, or
county not in such Ares, in which the
dwelling {s located.

(m) “Central city” means ench of
the political subdivisions named in the
title of Standard Metropolitan Statis-
tical Aress s0 designated by the Office
of Federal Statistical Polloy and

Standards of the Department of Com-

designations are made
or withdrawn by the Department of
Commerce.

(n) “Suburban” means any part of a
Standard Metropolitan Statistical
Area which is not & part of any census
traoct in such area which is (or any
&Mntwh!nhh)tncludedlnnemtrﬂ

o e o P e

o or y e

der subsections (b), (d), and (e) of
Charter Act.

r;um 304 of the
(p) “Obligational authority” means
the dollar amount of authority con-

time to time, to add or delete political
as

Subpart B—Operations of FNMA

§8111 Genersl, .

(a) Specific provisions of the
Charter Act requive FNMA to obtain
the prior approval of the Seorstary
soirition, pestistaationks bligations,

es, ons, or other in.
struments (sections 308¢h), 311), and
require FNMA to obtain the approval
of the Secretary with respeot to the
Piireiase, seioe, oan Ee Torciag
p 3 s, or len on
the security of or otherwise dealing in
conventional mortgages (section
302(bX(2)); (3) FNMA's determination
of the amount of nonrefundable capl-
tal contributions required to be made
by mortgage sellers (which by atatute
may not exceed 2 per centum of the
unpaid principal amount of morigages
purchased or to be purchased) (section
303(b)); (3) FNMA's determination of
the level of astock retention
ments imposed on each servicer of its
mortgages (which by statute may not
exceed 2 per centum of the aggregate
outstanding principal balances of all
mortgages of the corporation which
have been purchased subsequent to
September 1, 1988, and which are then
serviced by each servicer for the core
poration) (section 303(c)); and (4) ale
lowing- the aggregats amount of
FNMA's securities outstanding at any
one time to exceed 15 times the sum of
its capital, capital surplug, general sure
plus, reserves, and undistributed earn.
Ings (section 304(b)). In addition, spe-
cific provisions of the Charter Act au-
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portion of the corporation’s mortgage
purchases be related to the national
goal of providing adequate housing for
low- and moderate-incorne familfes,
gu th\v.lth reasonable eue)onomlc x'eturu':h
corporation; (if) examine the
books and financial transactions of the
<corparation; and (iii) require the cor
poration to make such reports on its
activities as she deems advisable,

nryandpmpartoinnmthatthepms
poses of the Charter Act are accom-
plished. ‘

(c) This subpart Is promulgated pur-
suant to the Secretary’s authority, as
set forth above, to implement the fore-
going provisions of the Charter Act; to

pursuant to the Secretary’s
gemeral authority, as set
forth in section 309(h) of the Charter
Act, that the purposes of the Charter
Act are ancompush“ed: and to imple-

Secretary by section 808( )(S)O:! g:
y on ()
civil rights Act of 1968 (82 Stat. 84; 42

US.C. 3608, et seq.).

loans are not required to
make any capital contributfons to
FINMA.

(b) Section 303(c) of the Charter Act
dkecummtomqukeuchserﬂcar
of its mortgage loans to own a minl
mumamauntolFNMAeommonstock.

from time to time by

as
FNMA with the approval of the Secre-,

tary. The Secretary has approved the
determination of FNMA to require
each servicer of {ts mortgage loans to
own one share of its common stock
(stated value of $6.28) for each
$10,000, or fraction thereof, of the ag-

gregate outstanding principal balance
~_ .

° Secretary s

RULES AND REGULATIONS

of all mortguge loans held by FNMA
which have been purchased by FNMA
on or after January 28, 1976, and
which are being serviced by such ser-
vicer for

(o)1) Not less than 30 workdays
prior to the date on which FNMA pro-
poses to change its determination

'that.mthrespecttohomomortmu

purchased by FNMA pursuant to com-
mitments fssued on or after February
7, 1677, and project mortgages pur-
chased by FNMA pursuant to commit-
menhhmadonoru’hrAprnu. 1973,
the ssllers of such mortgage loans are
not required to make any capital con-
tributions to FNMA, or its determina-
tion to require each servicer of its
mortgage loans to own one share of its
common stock for each 810,000, or
fraction thereof of the oggregate out-
standing principal balancs of all mort-
gage loans held by FNMA which have
been purchased pursuant to commit-
ments issued by FNMA on or after
January 26, 1976, and which are belng
serviced by such servicer, FNMA shall
request approval of the Secretary for
its proposed changed determination
and submit to the 8ecretary togother
with its request for such approval a
statement of the reasons for its pro-
posed changed determination and
such supporting data s it decms nee-

essary.

(2) Within 30 workdays after the
Submissfon of a request by FNMIA
under subparagraph (1) of this pard-
graph, the Secretary shall approve,
Eiom £ to B Soitional laforma

as proposed

determination.

(d) In addition to authorizing FNRIA
out’ lg.ur: shares of stocl:n to each seﬂ:lr
mortgages required to make cap
contributions to FNMA, section 303(c)
of the Charter Act authorizes FNBA
to’issue shares of its common stock in
return for approprinte payments Into
capital or capital and surplus, Sections
309(h) and 311 of the Charter Act pro-
vide that the prior approval of the

Issuances

required for all
of stock by

(eX1) Except as authorized by para-
graph (a) or (b) of this section, the ap-
proval of the Secretary fis required
prior to the {ssuance by FNMA of any
stock. Any request for such epproval
shall be submitted to the Secretary In
writing not -less than 30 workdays
prior to the date on which FNMA pro-
poses to offer any shares of common
stock for sale, and such request shall
contain the following Information:

(1) The proposed date and duration
of the offering perfod for sych shares,
the proposed issue price for each
share, and the number of shares pro-
posed to be offered, and

(1) The proposed use of the proceeds
from the sale of such shares.

HeinOnline - -
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(2) Within 30 workdays after the
submission of s request by FNMA pur-
suant to subparagraph (1) of this para-
gxaph, the Secretary shall approve,
refect, or request additional {nforms-
tion as to FNMA's proposed offering
of shares of common stock.

§81.13 Dividends on common stock.
[Reservedl

§68L14 Issmance of debt Instruments and
obligational anthority.

(2) Section 308(h) of the Charter Act
provides that no stock, obligation, se-
curity, or other instrument shall be
issued by FNMA without the prior ap- .
proval of the Secretary. Section 311 of
the Charter Act provides that all is-
suances of stock, obligations, securi-
tes, participations, or -
ments by PNMA shall be made only
with the approval of the Secretary.

(b)(1) FNMA Is authorized, upon the
approval of the Secretary of the
Treasury, to issue its debt instruments
ﬁombt:mstoumeti:suchm}gm!su
may be necessary to finance its mort-
gage purchases and its obligations in-
curred fn the conduct of its secondiry
market operations. In the event at any
time of & maturity or other event re-

Quiring
any of FNMA's outstanding debt In-

(2) FNMA shall submit to the Secre-
tary,atthesamoﬁmctheorldnaus
delivered to the : tars of the
‘Treasury, a copy of any written com-
retary of Tresnrs moosi o e Seo
re con e
suance of its debt instrumentsa,

(0) Whenever FNMA determines
oblicationat cuhenit o moumt of its
0l onal autho:
the effective conduct of its secondary
market operations, it shall suhmit to
the Secretary a written request for the
approval of incresged obligational au-
thority fn ‘such amount as it deter-
mines to be necessary. Each such re-
quest for approval shall set forth the
amount of o tional authority
available to PNMA at the time the re-
quest {3 made; the amount of authori-
ty that FNMA expects will acerue to it
In the next 30 workdays by reason of
ctg:sgxph:&n of eommlm‘;?.mta to puxht&

mortgages, m paymen
and other factors: and the projected
uses of the requested oblilgational ayu.
thority, including the amount expect-
ed to be committed for conventional
mortgages, or {nsured or guaranteed

mortgages.
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§81.18 Debt-to-capital ratlo, .

(a) Under ssction 304(h) of the
Charter Act, FNMA’s debt-to-capital
ratio may not exceed 15 to 1, unless a
greater maximum ratio is fixed by the
Secretary. Effective December 8, 1989,
the maximum debt-to-capital ratio for
FNMA, was fixed at 25 to 1 by the Seo-
re

hr,o

(b) Except as provided in paragraph
() of this sectfon, FNMA shall not
issue any debt {nstrument If such {ssu-
ance would cause its debt-to-capital
ratio to exceed 25 to 1.

(c) Any request by FNMA to change
the maximum debt-to-capital ratio
fixed In paragraph (b) of this section
ahall be submitted in writing to the
Secretary, togsther with a justifica-
tion for such change (including possi-
ble alternatives thersto) and support-
ing financial data.

(d) Within 30 workdays after the
submission of a request by FNMA
under paragraph (¢) of this sectlon,
the Seoretary shall approve, refect, or
request additional information as,to
FNMA'’s proposed change in its maxi-
mum debt-to-capital ratio. °

(e) The Secretary may decrease the
maximum debt-to-capital ratio fixed in
paragraph (a) of this section (but not
below a ratio of 15 to 1), if she deter-
mines that such action (1) will not ad-
versely affect the fiscal lntemtywot or

&

the Charter Act. The Secre-
tary shall provide FNMA 60 workdays
written notice of the effective date of
any decreass in its maximum debt-to-
capital ratio.

(1) In the event at any time of a re-
duction in the sum of the corpors-
tion’s capital, capital surplus, general
surplus, reserves, and undistributed
earnings, the maximum debt-to-capital
ratio s au increased to
such ratio as may be necessary to in-
clude all obligations issued pursuant
to section 304(b) of the Charter Act
and outstanding at such time. In the
event at any time of a maturity or
other event requiring the payment or
redemption of any of the obligations
fssued under section 304(e) of the
Charter Act, the maximum debt-to-
capital ratio is automatically increased
to such ratio as may be necessary to
permit the issuance of of obligations
under section 304(b) of the Charter
Act in an amount sufficient to provide
the proceeds required to pay the prin-
cipal of and Interest on the obligations
outstanding under such section 304(e)
and 80 required to be paid or redeemed
at such time.

RULES AND REGULATIONS
§61.16 Conventional mortages In central
cltles.

(a) section 302(bX(2) of .the Charter
Act authorizes FNMA, with the ap-
proval of the Secretary, pursuant to
commitments or otherwise, to pur
chase, service, sell, lend on the securi-
3 of, or otherw}u dte;l. in convontlon;

mortgages, for purposes se

forth. in section 301(a) of the Charter
Act. Section 308(h) of the Charter Act
provides that the Secretary of Hous-
ing and Urban Development shail
have general regulatory power over
the Federal National Mortgage Assocl-
ation and that she may require that a
reasonable portion of the corpora-
tion's mortgage purchases be related
to the national goal of providing ade-
Quate housing for low- and moderate-
income familfes, but with reasonable
economis return to the corporation.

(b) Subfect to the limitations and re-
quirements contained in this section
and those limitations or requirements
expressed in prior writtem approvals
(as required by section, 303(bX2) of
the Charter Act) by the Secretary of
FNMA's entry into programs with re-
speot to conventional home and unit

under ita secondary market
operations, the approval of the Secre-
tary is hereby given for pursu-
ant to commitments or otherwise, to
purchase, service, sell, lend on the se-
curity of, or otherwise deal in conven-
tiona] home and unit mortgages. .

(oX1) FNMA shall submit to the Seo-
retary a written request for approval
prior to undertaking, under its second-
ary market operations, any program
with respect to conventional mort-
gages not approved by the Secretary
under paragraph (b) of this section. A
FNMA request for approval under this
paragraph shall set forth the full con-
tent of the program with respect to
conventional mortgages proposed, the
purposes of the program, and the an-
ticipated effect of the program on
other programs being oonducted by
FNMA under its secondary market op-

(2) Within 80 workdays from the
date of the submission of a request by
FNMA under paragraph (c)X1) of this
section, the Secretary shall approve,
refect, or request additionsl informa-
tion as to the program with respect to
conventional mortgages which FNMA
proposes to undertake.

(d)(1) Beginning on March 1, 1979
and annually thereafter, whenever in
the preceding calendar year the
number of FNMA's purchases of con-
ventional mortgages secured by prop-
erties located In central cities is less
than 30 percent of the corporation’s
aggregate number of purchases of con-
ventional mortgages for the period,
the Secretary may establish an annual
goal for FNMA's purchases of conven-

tional mortgages secured by properties
located In central cities.

(2) In establishing the annual goal
with respect to FNMA purchases of
conventional mortgages secured by
properties located in central cities, tho
Secretary shall consider: (1) The total
number of such purchases of conven-
tional mortgages in central citles by
FNMA in the calendar year immedi-

ately preceding; (i) the ratio of the
number of conventional mortgnges se-

cured by properties located in central
cities purchased by FNMA in the cal-
endar year immediately preceding to
the total number of conventional
mortgages purchased by FNMA in
that period; (ill) the ratlo of tho
number of properties located in cen-
tral cities of the type which may
secure conventional mortgages pure
chased by FNMA to the total number
of properties of that type in tho
United States, as determined by the
Secretary; (ilv) the condition of tho
housing market; and (v) general cco-
nomio factors,

§8117 Conventlonal morigage purchnses
related to housing for low. and mader.
ate-lncome familles.

(a) Section 302(b)(3) of the Chartor

Act authorizes FNMA, with the ap-

proval of the Secretary, pursuant to

commitments or otherwlse, to pur.
chase, gervice, gell, ‘l’e;? on the gcourl-
ty of, or otherwise in convention-
al mortgages, for the purpdses set
forth in section 301(a) of the Chartor
Act. Section 309(h) of the Charter Act
authorizes the Secretary to require
that a reasonable portion of the corpo-
rations mortgage purchases be colated
to the national goal of providing adae
quate housing for low- and moderato.

Income families, but with rensonable

economlie return to the corporation
(bX1) Beginning on March 1, 1979

and annually thereafter, whenever in
the preceding calendar year FNMA's
purchases of conventional mortgages
secured by housing for low- and mod-

. erate-income familles, as defified in
paragraph (1) of §81.2 is less than 30
percent of the corporatfon’s agerepnlo
number of purchases of suoh mort-
gages for the perfod, the Secretary
may establish an annual’ goal for
FNMA’s purchases of conVentional
mortgages secured by housing for low-
and moderate-income familf

(2) In establishing the annual goal
with respect to FNMA's purchases of
conventional mortgages secured by
housing for low- and moderate-iricome
families the Secretary shall consider:
(D The total number of such pur-
chases of conventional moncncaez{
FNMA In the calendar year immedt.
ately preceding; (ii) the ratio of the
number of conventional mortgages so-
cured by housing for low- and modors
ate-lncome familfes purchased by

-
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FNMA in the calendar year immedi-
ately preceding to the total number of

FNMA in that perfod; (i) the rels-
tionship of the average sales price of
conventionslly financed homes in the
various sections of the United States
to the median income of familles in
these sections of the United States:
(iv) the cordition of the housing
market; and (v) general economic, faoc-

(cX1) In any year for which the Sec-
retary has established and published
an annual goal for the purchase of

ventional secured by

con!
housing for low- and moderates-income

familles, the Secretary shall, whenever
m vmlhucondar'; ket
A co marke!
operations for the first two quarters of
that year reveal that FNMA‘’s pur.
chases of conventional mortgages se-
cured by housing for low- and moder~
ate-income famfilfes will fall below the
e ‘l:d(bm) of thhpmu -
paragrap on, re-
quire FNMA to

made and communicated to FNMA, a
plan’ of special actions proposed to be
taken by it to Increase its purchases of
conventional mortgages secured by
housing for low- and moderate-income
famfilies, or s statement of reasons
why the annual goal should be altered

or suspended. 3
- (2) Within 18 days after receipt of
the FNMA plan of special actions pro-
- posed to be taken by it to increase its
. purchases of conventional mortgages
secured by housing for low- and mod-
erate-income families, or FNMA's
statement of reasons why the annual
goal for.such purchases should he al-
tered or suspended, the Secretary
shall approve, refect, or seek modifica-
tion of the FNMA plan of special ac-

tions proposed, or approve or refect l‘:

proposed alteration or suspension

the annual goal for the yesr, If the
Secretary decides to retain the goal
announced for the year, or refects the

mortgages secured by housing for low-
and moderate-income families, the
Secretary -may: () Require FNMA to
conduct a separate auction, or auc-
tions, of commitments to purchase
conventional mortgages secured by
housing for low- and moderate-income
families or (ii) require FNMA to hold
open an offer to purchase newly origl-
nated-conventional m secured
by housing for low- and moderate-
income famflies, or (lif) condition the
approval of any increass In obliga-
tional authority upon use of a desig-
nated amount of increased obligs-
tional authority for the purchase of
conventional mortgages secured by
housing for low- and moderate-income

RULES AND REGULATIONS

familles, FNMA shall not be required
to auction commitments to purchase
conventional mortgages, or o pur-
chase conventional mortgages, which:
(a) Fail to meet FNMA’s underwriting
standards applicable to such mort-
guges, or (b) which are not deemed by
the corporation to be of such quality,
type, and class as to meet, generally,
the purchage standards imposed by
private institutional mortgags inves-
tom, or (0) which cannot be purchased
within the range of market prices for
the particular class of mortgages in-
:lolved. as determined by the corpora-
on.

(d) If in any calendar year the pro-
grams authorized to be conducted
under paragraph (oX32) of this section
are implemented by FNMA and FNMA
is nevertheless unsble to accomplish
the purchase of conventional mort-
gages secured by housing for low- and
moderate-income famfilles in such
numbers as will enable it to meet the
annual goal announced by the Scere-
tary pursuant to paragraph (bX1) of
this section, the requirements of para-
graph (b)X1) of this scction shall be
deemed satisfled for that calendar
year,

§61.18 Home Bortgoge undeswriling
guldelines,

(a) This section is promulgated pur-
suant to the Secretary’s gemeral aus
thority to issus rules and regulatfons,
as set forth In section 7(d) of the De-
partment of Housing and Urban De-
velopment Act (79 Stat. 667; 43 U.S.C.
3631 et seq.), and to implement section
ggggxs) of the Civil Rights Act of

(b) On or before January 1, 1979
FNMA shall submit to the Secretary
for review and comment revised home
mortgage underwriting guldellnes
which make clear that FNMA will not
decline to purchase any conventfonal
mortguge, or stll a commitment to
purchase any such mortgage, or dis-
criminate in the fixing of the amount,
interest rate, duration, or other terms
or conditlons of any such mortenge:
(1) Because of the race, color, religion,
sex, marital status, or natlonal origin,
(1) of the borrower, (il) of any persons
assoclated with the borrower In con-
nection with such mortgage or the
purposes thereof, or (i) of the pres-
ent or prospective owners, lesiees, ten-
ants, or occupants of the dwelling or
dwellings securing such mortgage; or
(2) because of (1) the racial, ethnie or
religlous composition of the area in
which the property which would
secure the mortguge Is located, or (il)
the age of the area or the housing
stock In such ares.

(cX1) Not less than 30 workdays
prior to the adoption of any proposed
revision to that portion of its under-
writing guldelines which contalns the
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material specified in the nondiscrimi-
nation standards set forth in para-
graph (b) of this section, FNMA shall
submit such proposed revision to the
Secretary for review and comment.

(2) Within 10 workdays after receipt
of any proposed revision of FNMA’s
underwriting guidelines submitted for
review and comment pursuant to the
requirements of subparagraph (1) of
this paragraph, the Secretary shall
inform FNMA of any modification re-
quired to be made to the proposed re-
vision to assure that FNMA’s under-
writing guidelines remain consistent
with the nondiscrimination standards
get forth {n paragraph (b) of this sec-

ton. .

§81.19 Equal employment opportunity.

(2) This gection Is promulgated pur-
suant to the Secretary’s general aun-
thority to issus rules and regulations,
as set forth in section %(d) of the De-
partment of Housing and Urban De-
velopment Act.

() FNMA shall not discriminate
aguinst any employee aor applicant for
employment because of race, colar, re-
ligion, sex, or national origin, FNMA
shall take affirmative action to ensure -
that applicants are employed, and
that employees are treated during em-
ployment, without regard to their
race, color, religfon, sex, or mational
origin. Such action shall include, but
not be limited to, the following:

(1) Employment, upgrading, demo-
tion or er;

(2) Recrultment or recruitment ad-

(3) Layoff or termination;

(4) Rates of pay or other forms of
compensation; and

(5) Selection for training programs.

(c) FNMA shall post, in conspicuous
places available to employees and ap-
plcants for employment, notices set-
ting forth the provisions of paragraph
(b) of this section.

(d) FNMA shall, in all solicitatfons
or advertisements for employees
placed by it or on its behalf, state that
all quallficd applicants will recsive
conslderation for employment without
regard to race, color, religion, sex, or
national origin.

(e) FNLIA shall send to each labor,
union or representative of workers
with which it has a collective bargain-
Ing agreement or other contract or un-
derstanding, s notice, to be provided
by the Secretary, advising the labor
union or workers® representative of
FNMA'’s obligations under this section,
and shall request that such unfon or
representative post copfes of the
notice in conspicuous places avaflable
to employees and applicants for em-
ployment.,

(f) FNMA shal] comply with all pro-
visions of Executive Order 11246, and
the applicable rules, regulatfons, and
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orders of the SBecrstary of Labor pro-
mulgated thereunder:

(g) FNMA shall furnish all informa-
tion and reports required by Executive
Order 11246, and by the applicable
rules, regulations, and orders of the
Secretary of Labor promulgsated there-
under, and shall permit access to its
books, records, and accounts by the
Secretary and by the Secretary of
Labor for purposes of investigation to
ascertain compliance with such rules,
regulations, and orders.

(h) Unless exempted by rules, regu-
lations, or orders of the Secretary of
Labor issued pursuant to section 204
of Executive Order 11246, FNMA shall
include the provisions of paragraphs

(b) through (g) of this section in each:

of {ts contracts or purchase orders so
that such provisions will he binding
upon each contractor or vendor.
FNMA will take such action with re-

order as the Secretary may direct as a
means of enforcing such provisions, in-
cluding sanctions for noncompliance,
In the event FNMA becomes involved
in, or is threatemed with, litigation
with a contractor or vendor as a result
of such direction by the Secrstary,
FNMA may refuest the United States
to enter into such litigation to protect
the intereat of the United States. .

Subpart C—Reporting Requirements

§81.21 General.
Section 308(h) of the Charter Act

activities to be provided in reports sub-
mitted to the Secretary.

§81.228 Business Activities Report.
(a) On or before October 18, 1978 for
the calendar year ending

sub-
mitted to the Secretary under the pro-
visions of this section shall be
by a principal officer of FNMA. In ad-
dition, one copy of the report shall b
sent to the Assistant Secretary-FHA
Commissioner and one copy shall be
sent to the General Counsel, HUD.,

§81.23 Regular reports.

(a) FNMA shall submit to the Secre-
tary on a regular basis such reports on
the activities and operations of FNMA
as are prescribed in this paragraph.

‘RULES AND REGULATIONS

Each such report shall contain the in.
formation required for the activity or
operation which {s the subject of the
report, as specified in Appendix C to
this section (and as it may be amended
from time to time),

(1) A report on each auotion of com-
mitments to purchsse loans shall be
submitted within § workdays after the
date of each such auction;

(2) A report Btn stand-by commit-
ments issued during each month shall
be submitted within 10 workdays after
the end of each month;

(3) A report on investors purchasing
FNMA securities issued during each
calendar quarter shall be submitted
within 18 workdays after the end of
each such calendar quarter:

(4) A statement of the composition
of FNMA's lcan portfolio as of the end
of each calendar quarter shall be sub-
mitted within 20 workdays after the
end of each such calendar quarter;

(8) A report on the
home loans purchased during each cal-

submitted within 20 workdays after
the end of each such calendar quarter;

(T) A report on the lender groups
from whom mortgege loans wers pur-
chased and to whom loans were sold
during each calendar quarter shall be
submitted within 20 workdays after
the end of each such calendar quarter:

(8) A report on the composition of
revenues received, expenditures made,
and net income earned by FNMA

during each calendar quarter shall be.

submitted within 20 workdays after
the end of each such calendar quarter:
- (8) A report on the distribution of
the holdings of FNMA common stock

‘as of the end of each calendar quarter

shall be submitted within 20 workdays
after the end of each such calendar
quarter.

(b) Each report required to bs sub-
mitted to the Secre
visions of this sectl
by a principal officer of FNMA. In ad-
dition, one copy of each such report
shall be sent to the Assistant Secre-
tary-FHA Commissioner, and one copy
mahall be sent to the General Counsel,

5§
]
B
g
¥

§81.24 Estimates of amount of purchase
commitments at FNBIA auctions.

Prior to the close of business on the
last business day prior to the day on
which FNMA {s scheduled to hold
commitment auctions, FNMA shall
submit to the Secretary in a sealed en-
velope an estimate of the dollar
amounts of purchase commitments it
expects to issue in its FHA-VA mort-
gage auction and in its conventional

mortgage auction. The Seoretary shall
place the sealed envelope submitted by
FNMA in a safe and retain it there un-
opened until the first business day fol-
lowing the day on which the commit-
ment auctions are held, .

§81.26 er Information.

In addition to the regular reports re-
quired by the other provisions of this

subpart, FNMA shall furnish to the

Secretary such Information concern-
ing its activities as the Seoretary may
request {n writing from time to time.

Subpart D—Examinations and Audits

§81.31 General

8ection 306¢h) of the Charter Act
provides that the Secretary may ex-
amine and audit the books and finan-
cial transactions of FNMA. This sub-
part provides for such examinations
and audits,

§81.32 Examination of books, rccords,
and documents.

(a) FNMA shall, at all times during
its regular business hours and at its
several offices, make its books and fl.
nanclal transactions, and all records
and documents necessary to o com-
plete examination and audit of suoh
books and {inancial transactions, avails
able for examination by duly author-
ized representatives of the Secretary.

(b) FNMA shall maintain o steno-
graphic record of the minutes of each
meeting of the Board of Dircotors of
FNMA available at i{ts headquartoers
for examination by duly authorized
representatives of the Secretary. Any
particular maiter Included in such
stenographic minutes which FNMA
determines contains Information the
availability of which outside the cor-
poration might financially injure it or
adversely affect the conduct of ita
business will be available only for ex-
amination (without copying) by the
8eoretary or her designated represent-
ative at the headquarters of FNMA.

§81.33 Annual audit of FNYMA.

Within 120 workdays following the
submission by FNMA's independent
auditors of thelr report on FNMA'S ac-
tivities for any calendar year, the Sac-
retary may, through duly authorized
representatives, conduct an audit of
FNMA's books and financial transag-
tions for such calendar year, including
such tests of FNMA's accounting rec.
ords and such other auditing proco-
dures as such representatives may con-
sider necessary in the circumstances.
The Secretary may accept a copy of
the report of FNMA’s Independent
auditors for a particular calendar year,
if voluntarily submitted to her by
FNMA, in full or partial satisfaction of
the Secretaria]l audit authorized by
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this section and limit her audit to any
aresas not covered by such report.

§81.348 Special audits,

The Secretary may at any time,
through duly authorized represents-
tives, conduct a special audit of such
books and flnancial transactions of
FNMA as the Secretary shall specify
in writing.

Subpart B—Book-entry Procedures for
FNMA Securities
§81.41 Deflnitions,
As used in this subpart, the term—
(a) “Reserve bank” means a Federal
Ressrve bank and its branches acting
as Fiscal Agent of FNMA and, when

indicated, actitg in its individual ca-
gf&orumhemotthoumm

* (b) “FNMA gecurity” means any ob-
ligation of FNMA (except short-term
discount notes ind obligations con-

-* vertible into shares of common stock)

issued under 12 US.C 1719 (b), (d),
and (o) in the- form of a definitive

- FNMA gecurity or a book-entry FNMA
security.

(© “Definitive FNMA security”

means & FNMA security In engraved .

or printed form. .
“(d) “Book-entry FNMA security”
means & FNMA security in the form of
an entry made as prescribed in this
part on the records of a Reserve bank.
(o) “Pledge” includes a pledge of, or
any other sscurity interest in, FNMA
gecurities as collatersl for loans or ad-
vances or to secure deposits of public
moneys or the performance of an obli-

gation. .
) “Date of call” is, with respect to
FNMA securities issued under 12
US8.C. 1718 (d) and (e), the date fixed
in the authorizing resolution of the
Board of Directors of FNMA on which
the obligor will maks
security before maturity in accordance
with its terms, and, with respect to
FNMA securities Issued under 12
U.B.C. 1719(b), the date fixed In the
offering notice issued by FNMA.

(@) “Member bank” means any Na-

tional bank, -State bank, or bink or
trust company which s & member of a
Reserve bank.

.§81.42 Auathority of Reserve Bank.
Each Reserve bank I3 hereby author-
ized, in accordance with the provisions

. of this part, ta:

(a) Issue book-entry FNMA securi-
ties by means of entries on its records
which ahall include the name of the
depasitor, the amount, the loan title
(or series) and maturity date;

(b) Effect conversions between book-.

entrty FNMA securities and definitive
FNMA securities; .

- {6) Otherwise service and maintain
book-entry FNMA securities; and

RULES AND REGULATIONS

(d) Issue a confirmation of transao-
tion in the form of a written advice
(serially numbered or otherwise)
which specifies the amount and de-
scription of any securities, that Is, loan
title (or series) and maturity date, sold
or transferred, and the date of the
transaction.

§8143 Scope and effect of book-entry
procedure.

(2) A Reserve bank as Fiscal Agent
of FNMA may apply the book-entry
procedure provided for In this part to
any FNMA securities which have been
or are hereafter deposited for any pur-
pose in accounts with it in its individu-
al capacity under terms and conditions
which indicate that the Reserve bank
will continue to maintain such deposit
accounts in its (ndividual capacity,
notwithstanding application of
book-entry. procedure to such securi-
ties. This paragraph is applicable, but
not limited, to securities deposited:

(1) As coliateral pledged to a Re-
serve bank (in its individual capacity)

for advances by it;
(2) By a member bank for its sole ac-

count;

(3) By 2 member bank held for the
account of its ¢ :

{4) In connection with deposits in a
member bank of funds of States, mu.
picipalities, or other political subdivi-
sfons; or

(8) In connection with the perform-
ance of an obligation or duty under
Federal, State, municlpal, or local law,
or judgments or decrees of courts.

+ The application of the book-entry

procedure under this paragraph shail
not derogate from or adversely affect
the relationships that would otherwise
exist between a Reserve bank in its in-
dividual capaclty and its depositors
concerning any deposits under this
paragraph. Whenever the book-entry
procedure {s applied to such FNMA se-
curities, the Reserve bank is author
ized to take all action necessary in re-
spect of the book-entry procedure to
enable such Reserve bank in its ind]-
vidual capacity to perform its obliga-
tions as depositary with respect to
such FNMA securities, .

(b) A Reserve bank as Fiscal Agent
of the corporation may apply the
book-entry procedure to FNMA securi-
ties deposited as collateral pledged to
the United States under Treasury De-
partment Circulars Nos. 82 and 176,
both as revised and amended, and may
apply the hook-entry procedure, with
the spproval of the Secretary of the

, to any other FNMA securi-
ties deposited with a Reserva bank, as
Fiscal Agent of the United States,

(c) Any person having an interest in
FNMA securities which are deposited
with a Reserve bank (in elther its indl-
vidusl capacity or as Fiscal Agent of
the United States) for any purpose
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shall be deemed to have consented to
thelr conversion to book-entry FNMA
securities pursuant to the provisions
of this part, and in the manner and
under the procedures prescribed by
the Reserve bank.
(d No deposits shall be sccepted .

under this section on or after the date
of maturity or call of the securities,

§81.44 Transfer or pledge.

() A transzfer or pledge of book-
entry FNMA securities to a Reserve
bank (in its individual capacity or as
Fiscal Agent of the United States), or
to the United States, or to any trans-
feree or pledges cligible to maintain
an appropriate book-entry sccount in
its name with a Reserve bank under
§§81.41 through 81.48 I3 effected and
perfected, notwithstanding any provi- -
alonolhwtothocouhm.bynn':

serve bank shall:

(1) Have the effect of a delivery in
’I':‘et?nr form of definitive FNMA secu-

es;

(2) Have the effect of a taking of de-
livery by the transferee or pledgee;

(3) Constitute the transferee or pled-
gee a holder: and

(4) If a pledge, effect a perfected se-
curity interest therein in favor of the
pledgee, A transfer or pledge of book-
entry FNMA securities effected under
this paragraph shall have priority over
any transfer, pledge, or other Inferest,
theretofore or thereafter effected or
perfected under parsgraph tb) of this
gection or in any other manner.

(b) A transfer or a pledge of trans-
ferable FNMA securities, or any inter-
est thereln, which {s maintained by a
Reserve bank (In its individual capac-
ity or as Fiscal Agent of the United
States) in a book-entry account under
§581.41 through 81.48, Including secu- *
ritles in book-entry form under
§81.43(a)(3), I3 effected, and a pledge
is perfected, by any means that would
be effective under applicable law to
effect a transfer or to effect and per-
fect a pledge of the FNMA securitfes,
or any Interest therein, if the securi-
tles were maintained by the Reserve
bank in bearer definitive form. For
purposes of transfer or pledge hereun-
der, book-entry FNMA securities main-
tained by a Reserve bank shall, pot-
withstanding any provision of law to
the contrary, be deemed to be main-
tained in bearer definitive form. A Re-
serve bank maintaining book-entry
FNMA securities either in its individu-
al capacity or as Fiscal Agent of the
United States {s not a baflee for pur-
poses of notification of pledges of
those securities under this parsgraph,
or a third person in possession for pur-
poses of acknowledgment of transfer
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thereof under this parsgraph. Whers
transferable FNMA securities are re-
corded on the books of a depositary (a
bank, banking institution, financial
firm, or similar party, which regularly
accepts In the course of its business
FNMA securities as a custodial service
for customers, and maintains accounts
Itll1 b t of interest r&-
ecting ownership or
such securities) or account of the pled-

the securities may be given
third person In possession from
acknowledgment of the holding of the
securities for the purchaser may be
obtafned. A Reserve bank will
accept notice or advice of a transfer or
pledge effected or perfected under this

advice shall have no effect. A Reserve
bank may continue to deal with its de-
pasitor in accordance with the provi-

sions of this part, notwi any
transfer or pledge effected or perfect-

(d) A Reserve bank shall, upon re-
ceipt of appropriate instructions, con-
vert book-entry FNMA gecurities and
dellver them in accordance with such
instructions; no such conversion shall
affect existing interest In such FNMA
securities.

(@) A transfer of book-eniry FNMA
g.emﬂtielwlthlnsmmm

(1) All requests for transfer or with-
drawal must be made prior to the ma-
turity or date of call of the securities.

§81.45 Withdrawal of FNBIA securities.

(a) For all book-entry FNMA securd
ties issued prior to March 10, 1978;

(1) A depositor of book-entry FNMA
gecurities may withdraw them from a
Reserve bank by requesting delivery of

like definitive FNIMA securities to -

itself or on its order to a transferee,

(3) FNMA securities which are actu-
ally to bs dellvered upon withdrawal
may be issued either {n registared or in
bearer form.

RULES AND REGULATIONS

(b) Notwithstanding any other provi-
sion In this subpart, no definitive secu-
rities will be issued or available for
any debenture issued om or after
March 10, 1978. Debentures issued on
or after March 10, 1978, will be issued
in book-entry form only.

§8146 Delivery of FNMA securities.
A Reserve bank which has received
FNMA securities and effected pledges,

made entries regarding them, or trans-
ferred or delivered them according to

to order the withdrawal therof from
the Reserve bank under the conditions
set forth In paragraph (a) of § 81.48.

§8147 Regiitered bonds and notes.

No formal assignment shall be re-
quired for the converaion fo book-
entry FNMA securities of registersd
FNMA securities held by a Reserve
bank (in either {ts individual capacity
or as Fiscal Agent of the United

- States) on the effective dats of this

part for any purpose specified in
§81.43(a). Registered FNMA securities
deposited thereafter with s Reserve
bank for any purpose specified in
§ 81.43 shall be assigned for conversion
to book-entry FNMA securities. The
assignment, which shall be executed in
accordance with the provisions of Sub-
part P of 81 CFR Part 306, 50 far as
applicable, l:l‘all be to “Federal Re-
serve Bank ——, 885 Fiscal
Agent of the Federal National Mort-
gage Association, for conversion to
book-entry FNMA securities.”

s parid ot ey FROCL sove:
. es; payment al
maturity or upon call ’

Interest becoming due on book-entry
FNMA securities shall be charged to
the Federal National Mortgage Associ-
ation’s account at the New York Fed-
eral Reserve Bank on the interest due
date and remitted or credited in ao-
cordance with the depositor’s instruc-
tions. Such securities shall be re-
deemed and charged to the Federal
National Association’s ac-
count at the New York Federal Re-
servenmkonthodauotwm'uy.
call or advance refunding, and the re-
demption proceeds, principal and in-
terest, shall dispose of in accordance
with the depositor’s instructions.

§8149 Treasury Depariment regulations;
applicabliity to FNDMA.,

The provisions of Treasury Depart-
ment Circular No. 300, 31 CFR part
308 (other than Subpart O), ns amend-
ed from time to time, shall apply, {nso-
far as appropriate, to obligntions of
FNMA for which a Regerve bank ghall
act as Fiscal Agent of FNMA and to
the extent that such provisions are
consistent with agreements betweon
FNMA and the Reserve banks acting
as Fiscal Agents of FNMA. DefInitions
and terms used in Depart-
ment Circular No. 300 should read as
though modiffed to effectunte the np-
plication of the regulations to FINDLA.

Issued at Washington, D.C., August
9, 1978.
PaTrIoIA RoszaTs Harnis,

Secrelary, D tment
Hou:lnam U%an%grvclopm%t.
Foorxnors

1, Title IIT of the Natfonal Housing Aot;
12 U.8.C. 1710 ot seq.

6. Unpublished Memorandum of the Na.
tional Emergency Council dated April 1,

109¢.
n;.zm L. 4719 (Jume 27, 1034), 48 Stat,

8. Soe Hearings on EHLR, 0530 Boforo the
i o 33 St e
(] €3, o
mcy of glm Joncs, Chairman, B of
9. Pub. L. 1, January 31, 1038, 49 Stat. 1,
Section 5(o) authorized the RFC, with tho
approval of the President, to subzcribe for,
or make loans upon the non-assessablo stock
of any National tion orgons
m:. mdc; ':‘l'tlc I of the l\;ntlonnl Houg.
an any mortgage loan company
Gaced i Taking loas pressed b s o
opns i1
September 1038 and

Botween
1948 (when it was dissolved), tho RFC Nort~

gage Co, purchased 63,42¢ FHA-insured
mortgages in the ngegregate amount of
$202.3 million, Background and History,
published by FNIMA, 1075 at 3.

! ‘fo. Pub. L. 424 (February 3, 1039), 63 Stat.

1L The President’s meziape requesting
the led.llnmucohn um;:uthnt fn ordorb. that og:
or more associations may be promp
organized, “I shall ask the Reconstruction
Pinance Corporstion to make avallablo, oug
of the funds already allocated to the RFO
Mortgace Company, $560,000,000 for capltal
purposes. Under the amendments hero pro-
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posed, this would provide the basls for
$1,000,000,000 of private funds obtainable
through the sale of National Mortgage As-
sociation debentures.” Message from the
President on HR. 8730, H Doc. No. 408,
75th Cong., 3d. Sess. (November 39, 1937) at
4-8. -

12. The Association began operations with
initial capital of $10 milion and pald In sur-

plus of $1 million provided by the RFC
" which maintained supervisory contral over
the ‘Amsoclation. Beckground and History,
ml ng atd

- defray o expenses snd prosper on
its earnings from all Its activities. In the
perfod from 1938 to 1983, FNMA paid the

Tressury interest and dividends aggregating
$91 milllon, and In addition, sccumulsted a
swplus of $42.8 million. Recommendations

on Government Housing Policles and Pro-
grams, A Repori of the President’s Advisory
Commilies on Housing Policies and Pro-
* groms, December 1983, p. 362 (Herelnafter
President’s Ad Commitise Report.)
14. See H. Rep. No. 313, 76th Cong. Ist

it
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ations and, consequently, compel the facility
lo operats as a primary lender.” (Emphaasts
added). Hearings on H.R. 7839 before the
House Commitiee on Banking and Currcn-
c¥, 83rd Cong. 24 Sess. 057 (1054) (Hereln-
after 1954 House

20. Presidents Advisory Commilice
supran, 13, st 11-12, 341-368,
Conf. Rep. No, 2271 on H.R. 7839, 83rd
2d Sess. 81 (1984). These three func-
m“s:tlonhlnuwonul of the

*(a) Provide supplementary assistanee (o
the secondary market for home mortgages
by providing s degres of liquidity for mort-
gege Investments, thereby Improving the
distribution of investment capital available
for home mortgage
“(b) Provide special assistance en,
to the extent that, the President has deter
th nm::?g)me:udwgs f h e
0] o of home
mortgages (pending the establishment of
thelr marketability) originated under spe-
clal housing programs designed to provide
housing of acceplable standards at full eco-
nomie costs for segments of the national
population which are unable to obtain ade-
BARciog prOP wad 13 hoed, home f
progxrama, mortguges
generally as s means of retarding or stop-
ping a deoline In mortguge lending and

ik

home building activities which threatens
materinlly the stability of a high level nn-
tional economy; and

“(c) Manage ond liquidate the’ existing
mortgage porifollo of the Federal National

of investment capital avall.
able for home mortgage

i
E
&

tor, explained the

concept during a colloquy with Congress-
man McDonough: |

“Ar. McDoNovgR, ® * * Do I understand
you to say that Fannle May should pur.
chase only those marketable mortgages that
the banks other financial institutions

g

not
“Mr, CoLe, No,

ness, dul on the dasis of not deing willing lo

go inlo the areas, let us say, os one reason,

You see, o bank located at remote—Em-

phasls added.]

L] L] . . L

“Mr. McDoroUoc®. /n other words, ey are
morigages in which the normal finanetal in-
stitutions do not wanl (o invest, although
they are sound moripuges, in your opinfon?,
(Emphasis added.]

not on the basis of sound- -

a
[
—
(-]

é

i
i
TH
A

5

cuaranteed obligatfons at a debt-equity
‘r.uuoollotol.wilhsubm!mm

23, National Ho Act, section
304¢a)(1)%; 12 UB.C. 1719(aX1). The second-
ary market was autbarized
tocnnduc&h&thoehrtemams;tm

25, Section 304(d) of the Housing Act of
1654, Pub. L. 580, August 2, 1954, 68 Stat.
690, 616. The purpose of this provision fs
diccusced in Hearings on 8. 2889 and 8. 2949,
83d Cong., 2d Sess,, 939 (1954, R

28, Sections 204(d), 203 and 202 of ths
Housing Act of 1958, Pub. 1. 1020, August 7,
1856, 70 Stat. 1081, 1096. However, Congress

the middle and lower income rangex™ H.

Repl, No. 2369, 85th Cong., 2d Sess., 22
1656).

(

27. FNLIA was a signifleant and consistent
ecller of mortgoges between 1961-1963. In
that period PNILA sold more that $1.8 bil.
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lion in mortgnges; these sales combined with It possible for FNRA to borrow at costs credit for new and for existing housing—
ts it lower than other 74 particular] housing In nelghbog-
Payments made on mortgages it retained ree o o ong:onhm Loy partic "m:l:fabeurbmm o
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58, Hearings on FNMA, supra, o, 48, ab 94,
Burhpona.lm.mm«.ot«.u:
c::mmumamumn.w.un.
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earings on FNMA, stpra, n, 48, at
sections 303(c) supra, 24'3'.’:&’0‘.' %%;"comu.o“%“ e
n, emorane

and 309(h) of the o b 80 Come )

of and ert 48. 8. Rept. No. 1133, at8s, 87. Hearings on stipra, n. 40, ab
ations 5 70, Hearings s w&ub— th:‘bmmu“ &:}.A':"'mm:;amu ?#Iﬂaﬂnamm on 8. 1307, supra, n. 48, at
Statas, June 3, 1977. subject, -
propriations, 9i1st Cong, Lt Sexx, 999 :moﬂ&lﬁnhmt.h.ﬂmuon:nwa nl:f.!nﬂnuonl.uﬂ.mm.n.ll.uos.
1397, & enlarge board of direo-

“Report Prezldent’s Com- FNMA. m.xurlnuona.laﬂ.mn.“.uﬂ

gy ! Con i m.ognelludnymlm FNMA ssued sx-ua.u.mn—mammueoumm-'
dum, supra, n, 50, at 25-28,

supro, n, 48, at

De-
velopment Legisiation of 1968 before the £ were for 60. oo FNMA,
Af- commitments to purchage G':?;mmbm- 23%; Witnesses complnining of effect of this
nmtud’:l Hearings on 8. 13907, supra, n. 48,

Currency, c?n.” oo, 'mm ‘nu:;n.l mwnﬂm‘n‘“mm‘ ut“.p 61. Hearings on FNMA, stpra, n. 48, at 78,
‘amended 000,000; $2,284,000,000 ;

3 Act
vided f id retirement of the ere for purchase of Government-insured dum, supra, n, 49, at 41,
bre Sock hall oty - o msz,aqa'o,ooo,ooo 63. A number of witnesses ot the hearings

ferred stock held by the Secretary of the guaranteed mortgages
%w%a&mmm ?mmmummm w:ﬂmﬂmmmwum‘nponw

all of this stock. PNMA gages,
Annual Raepors mﬂ“ 8, page 10. During calendar year 1977, FNMA fssusd gage portfalio. Hearings an FNMA, augra, f
was 48, at 74-18, 399-400. In addition, they

4
b
ih
3
§
ge?
2ep

i

2
g
i
i
E8x
i
T
E
i
i
]
{
7
A
i
:
é
E

|
!
i
§
E"
é,&
i
:
[
§
g

2
i
E
|

I
E
i
ig
I
EE
;
§
B
I
i
E
|
E

H
i
4
;
i |
gk

Housing and Urban
asm ¢ ter of course,
Sess. m) Hereinaf ted a3 Hearingg m = R o

aa.s.mm.xm.sot.ncou..una. on 8, 13
81 (1988). 49. Memorandum Regarding the Policles and

34. Id. at 82,
30, Treasury held preferred stock worth Mortgage Asoolation, 95th Cong,, ist Sess, cent (1977
$163,820,304.97 on August 31, 1868. “Back- (187]) (Herelnafter cited ag Committes percent and 1977 avernge borrowing ceat
8ro! > JuprG, n. §, at 21. Memorandum), was 8.9 percent.) On a 1977 ycar-cnd portfos
FNMA held a portfolio of 586,634 mortgages 50, Hearings on FNMA, supra, n. 49,8t 03, Lo of $33,187.860, FNMA theroforo obtained
:to;? $7.170,313,000 at the end of 1988. Id ;:o; Huﬂnun. ags on 8. 1397, supre, n. 49, at @, = m“‘ mmummh excess mux’l $400 mllll:g- ta
and on supra, n. 40, at 3,
36. H Rept. No. 1688, g0th Cong, 24 51. Hearings on FNMA, supra, n. 48, at 88, HUD has not conducted nn audit of
8&..10(19“).Slmlhrhﬂmnlpmh 280, 208, 298, 415-418, 428, 446, 520-530; FNMA during the last 10 years. And al.
th;’Smttneao&s.RepsNo.lm.m Haﬂ;aons.IM.mn.«.ual. o g:u&g:o%mogd?m nuth&r-
n 33, elﬂnaonm.mam.n.ll, con of FNMA, tho
« 37, Sectlbon 311 of the Chacter Acts 13 298, provision which cranted GAO that authort.
US.C, 1723, . 83. Committee Memorandum, supre, n. 49, ty was repealed in 1974, See sectlon 810(c)
38. The “1876 Annual Report of PNMA®, at 33-34, . of the Act, ns enacted, repealed by
momlzmbtmnmno:“'rhmfu- M.Bndnuonmnn.nmn.u.um Hmluandc'omunmmnlonmmm
tors mnmmwhlmmlorlh commnuumummmn.u.uz. of 1974 (Pubx L. 93-389, 68 Stat, 128.)
debt instruments that {s broader than that In 1975, Congress found s “‘groving dispar. €0. Bes section 808(e)(B) of the Civil
nnﬂnbhhothcmmnﬁmmm ity between the avallability of mortgage Rights Act of 1988; 18 U.8.C, 245 ot o, l
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7. There i & clear nexus betwsen the
’m‘&u' "mmﬁwﬁ

more
central cities and the goal in § 8L17 which iz
to assure that a percentage of

{8ee exchange correspendence between
Sparionan and Secretary Weaver
cited in the text)
Arrexprx A~ Cxarraar, Croxs
'_ ALABABIA
Anniston Huntsville
Bimingham Mobile .
Florence Montgomery
Gadsden Tuscalooss
ALASEA .
Anchorage .
ARTTONA
Plicenix Tucyon
AREAWEAS
- Pine Bluff
Fort Smith ' Springdale
Little Rock Texarkans
North Little Rock
CALIFPOANTA
Ansheim Salinag .
Bakersfield San Bernaxdino
Falrfield San Diego
Fremo 8an Francisco
Garden Grove San Jose
Lompoo SantaAna  °
Long Beach Sants Barbara
Los Angeles Santa Crus
Modesto Santa Maria
Monterey . SantaRoss
Napa Seaside
Oakland Sim{ Valley
Ontario Stockton
Oxnard Vallejo
Riverside Venturs (San
Sacramento Buenaventura
. COLORADO
Boulder Fort Collins
‘Colorado Springs Greeley
Denver Pueblo
’ cormEcTIcUT
Bridgeport New London
Bristol Norwalk
Danbury Norwich
Hartford Stamford
Meriden Waterbury .
New Britaln West Haven
New Haven
DELAWARE
Wilnmington ¢

RULES AND REGULATIONS

. DISTRICT OF COLUMBIA

‘Washington

YLORIDA
Boca Raton Miaml
Bradenton Orlando
Cocon | Panama City
Daytons Beach Pensacola
Fort Lauderdale 8t Pelershwrg
Fort Myers | Barasota
Galnesville Tallaharses
Hollywood Tampa
Jacksonville Titusville
Lakeland West Palm Beach
Melbourns V7inter Haven

GEORGTA
Augusta Columbus
Albany . .
Atlants Savannah

MAWAIZ
Honolulu

mARO

Bolse City (Bolse)

. ILLINOLS
ghmpalm. ilnloul
Chicago Rockford
Decatur Rock Island
Kanknkee Springfleld
Aolins Urbana
Narmal

INDIANA
Anderson Indianspolis
Bloomington Kokomo
East Chicago Lafayette
Evansville AMuncls
Fort Wayne South Bend
Gary Torre Hauts
Hammond West Lafayette
10WA
Cedar Falls Dubu .
Cedar Raplids Sloux City
Davenport Waterloo
Des Aoines;
KANSAS

Kansas City
Lawrence Wichita

RENTUCKY
Ashland Loulsvlile
Hopkinsville Otvenzboro

. LovlstANA
Alexandria . Monroe
Baton Rougs New Orleans
Lafayette Shrevepart
Lake Charles
MAINE

Auburny Portland
Lewiston

MAXYLAND
Baltimore .
. MASSACHUSETTS
Boston Leominster
Brockton °
Chicopes New Bedford
Fall River Pittafleld
Fitchburg Springtield

Haverhill Whitman
Holyoke Worcester
Lawrence
MICHIOAN
Ann Arbor Kalamszoo
Battle Creek . lansing
Bay City Muskegon
mm: Norton Shoreg
Portage
QGrand Raplds Saginaw
MINRTSOTA
Duluth Rochester
Minneapolis St. Cloud
Ioorhead 8t. Paul
MISSISSIPPE
Bllox! Moss Point
Qulfport Pascagoula
Jackson
MISSOURX
Columbin St. Louis
Kansas City Spriugfield
St. Joseph
MONTANA
BDlings Great Falls
NEERASKA .
Lincoln Omaba
NEVADA
' NEW HAMPSHIR®
Manchester Nashus
NEW JERSET
Ashury Poark New Brunswick
Atlantie City
g{li‘l:gelon Paterson
n Perth Amboy
Jersay City Sayrevilla
Long Trenton °*
Milville Vineland
Newnrk
. NEW MEXICO
Albuquerque
ETW YoRX <
Albany Rochester
Binghamten Rome N
Buffalo Sch
Elmira Suffolk
Nassau
New York Troy .
Poughkeepsia Tlien
NORYR CAROLING
Asheville Greensboro
Burilngton High Point
Sme e,
Fuoyetteville Winston-Salem
Gastonla
NORTE DAXDTA
Iargo Grand Forks
omo
Akron Lorain
Canton Mansffeld
Cincinnat] Marietta
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Cleveland Middletown
Columbus Springfield
Dayton Stesubenville
Elyria Toledo
Hamilton Warren
Lima Youngstown
OXLAHOLIA
Lawton
Oklshoma City
oREGON
Eugene Salem
Portland Springfield
FENNSYLVANIA
Allentown Lancaster
Altoona Philsdelphia
Bethlchem Pittsburgh
Easton Reading
Eria Scranton
Harrisburg Wilkes-Barre
Hasleton
Johnstown York
PUZRTO RICO
Caguas
Mayagues Ban'Juan
RHODE ISLAND
Pawtucket Warwick
Providenoe
SOUTH CAROLINA
Charleston North Charleston
Columbia Spartanburg
Greenville
E0UTH DAKOTA
Sloux Falls
TENNTISER
Bristol Kingsport
Chattancoga Knoxville
Clarksville Memphis
Johnson City Nashviile
TXXAS
Abllens Langview
Amarillo Lubbock
Austin MeAllen
Beaumont Midiand
Brownsville Odessa
Bryan - Orange
College Station Pharr
Corpus Christ] Port Arthur
Dallag San Angelo
Denison Ban Antonio
San Benito
El Paso Sherman
Fort Worth Temple
Galveston Texarkans
Harlingten Texas City
Houston Tyler
Killeen Waoo
Laredo Wichita Falls
UTAR
Salt Lake City Orem
Ogden Prove
VIRGINIA
Colonial Heights Petersburg
Hampton Portsmouth
Hopetwell Richmond
Lynchburg Roanoke
Newport News Virginia Beach

RULES AND REGULATIONS

WASHINGTON
Everett Spokane
Kennewick Tacoms
Richland Yakima
Seattle
YEST VIRGINIA
Charleston Weirton
Huntington Wheeling
Parkershurgh f
. WISCONSTN
Appleton Madison
Eau Claire Milwaukee .
Green Bay Oshkosh
Kenoshs Racine
.1a Crosse Superior
Arromix B—Busivess ACTIviTIes REPORT

Pursuant to 24 CPR 81.22, FNMA shall
supply the Secretary with a report contain-
ollowing inf

hl:nuut b lormation:

order avold reporting potentially
{nf FNMA shall supply,

where necessary, {uformation in sddition to

that requested. information is re-

quested as to FNMA, the same information

shall be a8 o any sub-

(8) Description of business activities:

(1) Describe the business done and intend-
ed to be done by PNMA (not as set out in
the Charter Act actually or intended

g
B

years,
(i) Describe in detall any planned or pro-
posed new business activities or services to
be undertaken by ineluding the in-

vestment in such sctivities to date and any -
market

survey ar other studies undertaken
relating to the activities or services.

(iv) Describe the eompetitive position of
FNMA in the marketplace including, to the
extent reasonably known: (I) FNMA’s prin-
cipal methods of competition; (i) positive
and negative factors atfecting that position:
and (iil) all competitors actual or proposed
and their effect on that position,

(b) Reports on business activities: .

'(D Provide a general plan for the condu';_t
of PNMA's secondary market operations
cluding but not limited to FNMA's assess-
ment of: (a) The amount of supplementary

Kot or renidenta o et
mar] or (b) the
amount of additional obligstional authority
it will require; (o) the amount of increase or

- decrease, in the size of its mortgage portfo-

lio expected over the year: (d) any action
(other than the regular auction of commit-
ments) it proposes to take to facilitate the
transfer of funds from areas of
credit surplus to aress of credit shortage; ()
any actions it proposes to take to incresss

the use of its ucll%tlu in connc%lon \":2':
mortgages secured by properties in conl
dtle:‘:ng)(m ‘ae«lnm.‘l!m"mmtlm'mle cqull\yl t‘y':
nan e) et for return on cquity;
(h) its need to issue additional debt instrue
ments; (1) the avernge and incremental cost
of debt necessary to carry the mortengo
portfollo; (§) the average and Incremental
return expected on the mortgage portfolio
rm:u :‘muuln( year; n:ul (k) such othg:
@ a3 prudent monagors wou
consider and plan to deal with in tho cnsu-
ing calendar year.

(D Provide not lesy than 18 workdnys
before the beginning of each calendar quare
ter, a special budget plan for the secondary
markst operations of FNMA for the follow-
ing quarter. This plan shall include but not
be limited to the following information with
separats flgures given for FHA-Insurcd, VA.
guaranteed, and conventional loans in the
data relating to home loans:

(a) Estimated commitments to purchaso
home mortgage loans expeoted to bo (1) of-
fered to and (i) accepted by FNMA undor
the Free Market System auctions and othor-

(b) Estimated FNMA purchascs and sales
of home mortgage loans or participation or
other interests in such loans; °

(o) Extimated commitments to purchaso
multifamfly residential or other projcot
loans expected to be (i) offercd to and (i)
accepted by :

H10aahily reldential co etioe poses of mul-
ential and other project loans
or tion or other interests in such

(e) Estimated amounts expected to ba bor-

rowed through fssuance of debt scouritics,

other than discount notes, (D for ropayment

of mt}xm debt securitics and (il) for ox-
oan

tho Secrolary, simuiltas
its roport m::;d?&‘
co o
tho dollar volume of its loan purchases and
sales during the Fedcral fiseal year, togoth.
er with projcotions of these data for tho
ourrent calendar year, tho following calcn-
dar yesr, and the current Federnl fiscal

year.
ITES 8—PROPERTIES
State bx;l‘dg'tho.lmﬁcn and general

ITT2S 3—PARENTY AND SUBSIDIARIES

Furnish s list-of all parents and subsidinre
fes of FNMA and after each person named
indicate the percentace of voting scouritics
owe:’cd.hor othguhm of control, by its ime
mediate parent, if any,

The list shall include FNMA and shall bo
prepared 5o as to show clearly the rolation-
ship as to each person nomed to FIIMA and
to the other persons named. If any porcon {o
controlled by means of the direct ownership
of its securities by two or more persons co
indicate by appropriate cross-reference. In-
clude the jurisdiction in which esch subsidis
ary ls organized or does business.

ITELL 4—LEGAL PROCEXDINGS
B e o el s
other routine litign.
tion incidental to its busimess, to which

PNMA fs a party or of which any of Iig
property is the subject. Include the namo of
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or in any manner against any
liability which he or she may Ineur in his or
hummdbu_mhmoﬂmcrdlm.

m?—mnmowmormnmm&-

Farnish the £ informstion, as of
mmmm;mum
~tially the tabular f indicated, as to each

(1) Name of Executive Officer, Director,
or Title of Class.

RULES AND REGULATIONS _

ness experience,
(c) Describe any of the following events
which may have occurred during the past 10

Jears with respect to any director or execy-
tive officer of FNMA:

Conviction in a eriminal
(excluding traffic violations and other

36223

mlnorwmorbdumnmmota
criminal

pending simflar p or
(U Being subject to any order, fudgment
ordeauotlnycnmoramqoteompe-
tent jurtsdiction permanently or temporar-
Oy enlolning or restricting him or her from
acting ss an [nvestment adviser, underwrit-
er, broker or dealer in securities; or o3 sn af-
mhudmdkubroremvlomo!w

director
meating attended by each director, 4
U stoting e B o o LAMA 8
group, L] persons .
oroup, without naming them, b
This Inloun:t:;ne:gnn be mded ong N
for those persons shall be attached. 3

Nams of Individual or nuinber of Capacities In which remuneration Agmregsie direct remmeration
was recelved -

peraons In group

(1) Each director or officer named in
answer to paragroph, (s)(1), naming each -
gsuch person,

() ANl disectors and offlcers of FNMA

who are eligibls for such
group, stating the number of persons i the

£ToUp without naming them,

Column (B) need not be answered with re-
spect to payments computed on an actuaria]
under any plan w provides for
ts In the event of retirement at
specified age or after a speelficd numbder

[

i
|

(A)

spect to directors or officers as a group, The
Information called for by Column (C) may
beumlnmlunotnumomomm

annual benefits payable upon retirmment to
persons (n salary In

specified
thcmolwphn(lhuhmnnbcmom
ed under this section) where the amount <ot
aalde each year depends upon the amount
of earnings of the recistrant or its subsidiar.
les for such yesr or a prior year, or where it
Is otherwise impracticable to state the estf-
mated benelits upon retirement, there shall
beuttonh.lnueuolmmmmaqn
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RULES AND REGULATIONS

stantially the tabular form indicated, as to
purchase

Purnish the following information, in cub-

securities from
which were

any
by the following
the calendar

all options to
FNMA or any of its
granted to or excercised
persons aince the

any
e!molownanhlplnd!culnwsuchnrn;
corporation or entity shall be deemed to
hnntmlterldlnhruﬂnwtnnncuou
with FNMA,
(b) State 23 (o each of the following per-

sons who was Indebited to FNMA or its sub-
sidiaries at any time since the beginning of
the last calendar year of FNMA, (i) the larg-
est aggregate amount of indebiness out.
standing at any time
the nature of the indebtedness and of tho
transaction in which it was incurred, (lif)
the amount thereof ou as of the
latest practicable date, and (iv) rate of
interest paid or charged thereon:

(1) Bach director or officer of FNMA: and

(3) Each associate of any such divectar or

This subparagraph does not apply to any
person whose indebledness was inourred
the regular courss of PNMA's business,

(¢) Describe briefly any transactions since
mmmammbmwmm
or any presently proposed transaction, to
which any pension, retirement, savings or
similar plan provided by FNMA or any of its
Pariy, In whish sy o the pagc i, 1 0o 8

, In W) any 9 fo] persons
had or is to have a direct or indirect materi-
:lh her relationsh{ umu:.‘&dm

OoF her p e
olhhorhumtuutlnthotramcmnand.
whers practicable, the amount of such In.

(1) Any director or officer of FNMA:

(2) Any relative or spouse of any of the
foregoing persons, or any relative of such
spouss, who bas the same home as such
nmonwhohndhchrorolﬂeuolm.

or
(3) FNMA or any of its subsidiaries.
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RULES AND REGULATIONS

. All dollar figures shall be (n millfons of
z)llll.'nmunln-othmmad..

1. AUCTIONS OF COMLITISENTS TO PURCHASE
LOANS

Provide the results of each Free Miarket
home m:lll‘lnmol‘oans. lndudl.:uwthc status
?t obligational authority using the following

orm:

Accepled

.

ations.

{0) Total value offered by
other lander groups.

(p) Tutal ralue affered by all

(@) Number of offers from
sullers who mads two or

REsvULTS OF Faxz MARKE? SYsTEN AUCTIONS
STATIUS OF OBLIGATIONAL AUTHORITY
(a) Total obligation suthori

authority committed,
(d) Ohligational authority avaflable, .
(8) Expected mortgage repayments over
next calendar month,
- (f) Commitments outstanding,
(@) Expected run off of commitments over
calendar month.

next
(h) New commitments expected to be ac-
cepted during next calendar month,

2. STANDSY COMMITMENTS.

Provide a tabulation ,:‘ merﬂbmla stnml-"l
by commitments issu e mon
for homs and profect mortgage loans, In-
cluding the following dats with ssparate fig-
ures: for () FHA Insured-VA guaranteed
home loans (b) conventional home loans
and (c) FHA [nsured project loans):

::) Month, year.

Highest
i
verage
(g) Median yleld required,

3. INVESTORS PRUCHASING FIMA SICURITY
1SSURS

Provida a tubulation showing which laves-

ter. groups purchased the securities fssued
by FNMA d the quarier. For the

uring
report filed following the last annual quar.
hr.thhhlomqﬂonlhnh‘fnwdedonl
cumulative basis for all securities issued,

uuuwdlubmmmtmpunhuedby

each of the following Investor groups:
(8) Commercial banks (excluding trust de-
partments),
(b) Mutual savings banks,
(c) Savings and Ioan associatfons,
(d) Life tnsurance companies.

*_ (o) State and local government retirement
funds,

(N State and loeal governments,
(8) Private, noo-Insured pension funds,
(h) Credit unlons,
“g)&mk administered personal trusts and

(J) Fire and casualty Insurance companfes,
(k) Non-financial corporations.
:g)!;d‘lm bm °m8?n £ selling
y mem o group
classified by the Federal Reserve Bank of

36225

New York as “Government Security Deal-

(n) Retalned by other members of selling
group not so claszifled,

4. STATEMENRT OF LOAY PORIFOLIO

Provide a statement of the PNMA loan
portfollo, indicating both sggregate dollar
amounts of mortgages and the number of
morteages, as of the end of esch calendar

quarter {n the following catezories:

03,
(e) PHA Section 221 (d)(2).

() PHA Section 233, -

(g) Other PHA Insured home loans,

(h) Total dollar amount and number of
mortgeges reported In (b)-(g),

(D In cantral cities.

) In suburbs. *

(1] profect mortgages Clndi-
aununwotmuh:unltsmmdby
each profect mortgage).

Noxx: For each of the categories enumer-
nted above indicate:

(1) Number of loans with cme monthly
debt service payment due at the end of the

quarter.

(2) Number of loans with two monthly
debt service payments due at the end of the
quarter.

(3) Number of loans with three or more
monthly debt service payments due at the
end of the quarter.

(4) Number of loans assigned, repur-
chased, or foreclosed during the quarter.

6. CHARACTZRISTICS OF CURRENT MORTGAGE
FUBSRALEY

Provide a print-out of all mortgages pur-
chased by PFNMA during the quarter indi-
en‘t:,nctholonom
ropolitan Statistical Area (SMSA) or connty
if outside an BMSA location tract,
(Indleate for each property within an SATSA
whether the location is In a central city or a
subuzb), () pureh‘a:,n prle:‘ of homes, ‘(e;-
mortgage amount, age property. (e,

) median

income of o
Iueemeot&m“nonMAmtym

whlchmmbloaudmdmmorn-
naneing (PHA, VA or conventionsl loan).
chaced (b folomine cabopmaee s P
] e
<) Central city.
1(b) Suburban,
(e) Other.

HOUSING FOR LOW AND MODEIRATE INCOME
FAMILIES

(N FHA §238. .

(3) FHA § 237.

(B) Total number of units In housing pro-
Jects defined in §81.2(1X2) which are not
mml::id:rchma (d) or (1) sbove.

) 8 family dwellings defined (n
§61.201X3) which are mot reperted under
clouses (e) or (g) above.

Nor= The Informalfon requested by
clauses (a), (b), (c), and (1) should be pre-
sented separately for:

(1) Conventfonal home loans.

(2) VA guaranteed home loans.

-
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(3) FHA §203 loans.
(47°All other FHA insured home loans.

@ YIELDS ON LOANS PUNCHASED

Provide a tabulstion showing the average
Yield (gross ol‘lonn umcl::\ o)!e‘::; the
home mortgoge loans, and «b pro; cans
burchased during the quarter If the loans
were purchased via a GNMA Tandem Plan,
the purchase price and yfeld should reflect
the effective price at which the loans were

purchased

Norz: The distribution by average yleld
should be provided separately (where appli-
cable; for

(:' %!:nvenum lolanl.

(bs VA gusranteed loans,

() FHA Section 203 loans,

(d» All other FHA insured home loans,

(82 Total home loans.

(£) All FHA profect loang,

7. SELLERS AND FURCHASERS OF MORTGAGE
' Loams
Provide a tabulstion by lender (group) of
the dollar amount and number of loans pur-
chased from and sold to during the quarter,
with separate information for home mort-
gage loans and profect loans. The lender
n?ul;a‘ {nclude:
a) Mortgage companies,
(b) Commercial banks,
(o) Mutual savings banks.
(d) 8avings and loans associations.
cl::l) Government National Mortgage Asso-
on,

(1) All other financlal institutions.
(g) Total Institutions and agencies.

8. REVENUES, EXPENDITURES AND meou:

Provide a tabulation of the revenues, ex-
penditures and net income (messured In
thousands of dollars) during the quarter, in-
cluding the following:

1. REVENUES
(8) Quarter, year. .
(b) llntuut and discounts on home mort-

gage loans.
(o) Interest and discounts on project mort-

gage loans,
(d) Incame from investments in securities,

RULES AND REGULATIONS

., (0) Commitment fees for home mortgage

. £+ Commitment fees for m.[ecz mortgage
oans
({‘ Capital gains cmfnlu of mortgages.
th

(+ Poreclosure clatms collected.

1§: Other income texplain fn footnotes).

;:; adaditf, m?il‘l.‘mll report should
. also lhow:ll';lukdown of the commitment
fees, méasured in thousands of dollars, a8

1
(8s Underwriting revenue fees.
(b) Offer fees for competitive Fres xgmm

System
(0) Commitment fees for Fres Market
System offers accepted.
(D) {ees for Convertible Stand-
WCMM‘ tment Offers. .
(6) Commitment -fees for Convertible
oy Commnngu}:t offers accepted, of
mmitment fees upon delivery of a
:‘on-ennnrted Convertible Standby Com-

(g) Commitment fees upon receipt of a
conversion of Convertible Standby Commit-

ments.

II. EXPENDITURES

() Quarter, year,
(b) Interest cost on discount notes,
ug)tnhnsteatonmothudebtm-

(d) Capital logses o sales of mortgages,
(e) Loan servicing fees pald to servicers of
mortgage loans,

home
o) servicing costa attributable to
profect mortgage loans holdings,
(@) Actual losses suffered becauss of fore-
closure actfons,
(h) Provisions for possible future losses on
portfolio (amounts credited to re-
serves for losges), .
() Costs attxibutable to fiscal agent de-
partment and other costs assoclated with Is-

suance of debt securities.
(J) Costs associated with sale or issuance
of common stock, .

.

(k) Payments to transfer agents and reglse
trars for FNMA securities.
) () Payments to {ndependent public audi.
ors.

(m) Payments for office cpaco and equipe
ment,

(n) Total salary payments to principatl

PNMA officers.
(0) Other salaries and expenses for FNMA

(p)"rom expenditures.

ITL NET micons

(8) Quarter, year,
G e L
0 e ures ( X (p)).

(d) Net income (lite b minus line o)

(8) Adjusted net Income bofore taxes (ad-
justments for non-deductible itcms plus
other adjustments, which should bo ex-
plained in footnotes to table),

(D) Federal income taxes bald or payable.

(g) Tranafers to retained earnings,

(h) Dividend payments.

9. COLTRION STOCK

Provide a tabulation showing the diutriby.
tion of the holdings of FNMA's outgtanding
common atock, as of the cnd of cach calene
dar quarter, including the following:

(a) Quarter, year.

(b) Number of shares held by gcllers of
mortgage loans, -

(a:“ Number of ahares held by financial i

stitutions,
(d) Number of shares held by Individualy,
P e(:!) Number of shares held by scourity
ers,

hares outstanding,
of sharey oul.
standing (including data of change),

(1) Per share earnings, dividends,
rted under thig

clal ownership of

it may be
supplied by “street name" or nomineo tdene
tifications. The basis for the computation of
per share earnings shall also be set forth Ine
cluding the number of ehares used In the
computation,

[FR Doc. 78-22570 Filed 8-14-18; 8:45 am]
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