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Duty to Serve Underserved Markets Plan
for the Affordable Housing Preservation Market Effective 12.14.2018

A. Statutory Activity: Section 8. The project-based and tenant-based rental 
assistance housing programs under Section 8 of the U.S. Housing Act of 1937, 
42 U.S.C. § 1437f.

1. Objective #1: Purchase loans secured by properties served by the Section 8 program 
(Do What We Do Best).

Meeting the Challenges

Section 8 properties have several key challenges, including:

Approximately 487,0001 low-income units with Section 8 subsidies that will expire during the Plan and are at risk of 
being permanently lost from the affordable housing market. 

The number of units with expiring Section 8 subsidies annually during the Plan will be decreasing from 169,000 to 
151,000.

To address these challenges, Fannie Mae will:

Provide liquidity to the market by increasing its purchase of loans that support Section 8 units during the Plan.

Serve as a stable liquidity provider for the preservation of Section 8 housing. 

SMART Factors 
Fannie Mae will undertake the following measurable Actions in the years indicated.

Year Actions

2018 Purchase loans secured by Section 8 properties that support 25,350 units, representing approximately 
15 percent of the estimated 169,000 units with Section 8 subsidies expiring in 2018, a market share 
increase of five percent over Fannie Mae’s Baseline of 10 percent of the total of number of units with
expiring Section 8 subsidies.

o Baseline: Between 2014 and 2017, Fannie Mae’s purchase of loans secured by Section 8 properties 
supported an average of 15,748 units per year (2014: 13,400 units; 2015: 11,517 units; 2016: 18,272
units; 2017: 19,804 units). During the same time frame, an average of 152,250 Section 8 units 
expired annually (2014: 172,000; 2015: 119,000; 2016: 181,000; 2017: 137,000). Thus, Fannie Mae 
purchased loans that supported an average of 10 percent of the annual expiring Section 8 units 
between 2014 and 2017. Accordingly, Fannie Mae is using this average “market share” of expiring 
Section 8 units that it financed since 2014 as the Baseline.

Confirm loan purchase goals for 2019.

2019 Purchase 158 loans secured by Section 8 properties2 an increase of approximately 25 percent over 
Fannie Mae’s Baseline of 126 loans.

o Baseline: Between 2014 and 2017, Fannie Mae’s acquired an average of 126 loans per year (2014: 
120 loans; 2015: 85 loans; 2016: 144 loans; 2017: 153 loans). While the average loan purchases for 
this time period is less than the number of loans we acquired in 2016 and 2017, we believe these 

                                                     
1 This figure includes approximately 110,000 units each year that have either annual Section 8 subsidy renewals or existing subsidies
from the prior year. 
2 Consistent with the methodology used for FHFA Scorecard reporting, if at least 50% of the units are affordable at 100% AMI we will 
count the whole loan if fewer than 50% of the units are affordable at 100% AMI we will count ½ the loan.



AHP22
Duty to Serve Underserved Markets Plan
for the Affordable Housing Preservation Market Effective 12.14.2018

Year Actions

acquisitions represent atypical record years in purchase volume. Due to the market headwinds and 
challenges described above, we anticipate the market for debt on Section 8 properties will be smaller 
than it was in these years.

Confirm loan purchase goals for 2020.

2020 Purchase 151 loans secured by Section 8 properties, representing an increase of approximately 20 
percent over Fannie Mae’s Baseline of 126 loans.

Plan for the 2021 – 2023 Duty to Serve Plan.

Fannie Mae has regularly reviewed the preservation databases of HUD and others for market information and will 
continue to do so in order to confirm annual volume. According to recently updated data from the National Housing 
Preservation Database, approximately 487,000 low-income units with Section 8 subsidies are expiring during the three-
year term of the Plan. Fannie Mae has a long history of purchasing loans secured by Section 8 properties and may rely on 
our traditional lender partners to continue to originate these transactions. Based on this experience and the currently 
available resources, Fannie Mae has determined that this Objective is realistic and may be achieved within the time 
periods described. Any changes to guidelines for Section 8 loan purchases and the purchases of the loans themselves 
will be subject to internal processes and review incorporating notions of safety and soundness.

Criteria 2018 2019 2020

Evaluation Factor: Loan Purchase Loan Purchase Loan Purchase

Income Levels: Very Low-Income Levels for all Years

B. Statutory Activity: The supportive housing program for the elderly under Section 
202 of the Housing Act of 1959, 12 U.S.C. § 1701q.

1. Objective #1: Consider loan product changes, prepare work-plan, and purchase Section 
202 loans (Analyze, Do What We Do Best).

Meeting the Challenges

Financing Section 202 properties has several key challenges, including:

Between 2017 and 2021, the total maturing direct loans on Section 202 properties amount to nearly 
$210,000,000 on approximately 27,600 units.

Section 8 rents on older Section 202 properties are above market, but under Fannie Mae’s current Section 8 
underwriting guidelines the portion of the rent above market is not allowed to be underwritten.

Given the age of most Section 202 properties, the amount of rehabilitation required can be extensive, however 
not underwriting the above market portion of the rent results in inadequate proceeds for the rehabilitation.

Section 202 properties developed since 1991 using a capital grant program are also in need of rehabilitation and 
preservation. 

To address these challenges, Fannie Mae will:
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Meeting the Challenges

Identify and review two potential product enhancements to our existing affordable housing preservation products to 
increase Section 202 loan purchases.

Examine the capital needs for Section 202 properties that were not financed by a direct loan.

Proactively purchase loans secured by Section 202 properties. 

SMART Factors
Fannie Mae will undertake the following measurable Actions in the years indicated.

Year Actions

2018 Create one Section 202 market analysis that addresses a wide variety of issues (e.g., expiring/maturing
loans, loans eligible for prepayment, post 1991 construction property issues, identification of key owner
operators, market conditions, Delegated Underwriting and Servicing (DUS)® lender appetite for financing 
and experience and geographic exposure). Fannie Mae will use this analysis to determine our most 
effective role and approach to preserve Section 202 properties. Fannie Mae will focus initially on Section 
202 direct loan properties, but will include other types of Section 202 financing as part of our market 
analysis.

Review Fannie Mae’s underwriting guidelines regarding above market Section 8 rents and other relevant 
Section 202 factors identified in the market analysis.

Based on the market analysis and the review of the underwriting guidelines, identify and approve one 
product enhancement which will increase Fannie Mae’s ability to purchase Section 202 loans.

Implement product enhancement(s) by training three lenders who finance Section 202 loans to offer the 
product enhancement(s) and market the enhanced product to preservation stakeholders.

Implement operational changes in Fannie Mae’s systems that will provide for the tracking of Section 202 
loans.

Identify one potential portfolio refinance opportunity and determine whether it can be utilized.

Based on the work completed during 2018, confirm 2019 Baseline and loan purchase goals.

2019 Finance 1,300 Section 202 units, representing 4.1 percent of Fannie Mae’s Section 8 unit goal in 2019.

o Baseline: Fannie Mae does not operationally track Section 202 unit financings so it is unable to identify our
previous Section 202 unit financings over the last three years to establish a Baseline. Section 202 
financing requests that lenders bring to Fannie Mae are delivered as “Section 8 preservation” loans 
that meet Fannie Mae’s Section 8 underwriting guidelines; in other words, these loans are not 
identified as Section 202 properties which is why Fannie Mae does not have information regarding 
the historic number of Section 202 properties in our book. In order to estimate a proxy Baseline for 
Section 202 loans, Fannie Mae reviewed the Preservation Database (2017 update) to determine the 
proportion of Section 8 loans that are Section 202 properties and apply that ratio to Fannie Mae’s 
targeted Section 8 loan purchase goals. While not perfect, as it infers that the expiring 202 units are 
a uniform percentage of expiring Section 8 units each year, it gives Fannie Mae a reasonable order 
of magnitude for estimating initial loan purchase goals. The 2017 Preservation Database indicates 
that Section 202 loans are approximately 4.1 percent of all Section 8 loans. Accordingly, Fannie Mae 
is establishing our Section 202 unit financing goal as 4.1 percent of our 2019 Section 8 unit financing 
goal (31,730 units), or 1,300 Section 202 units. As noted above, Fannie Mae will confirm the 
estimated Baseline and loan purchase goals as part of our product development work in 2018.
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Year Actions

Continue to conduct outreach to key stakeholders in Section 202 to update and adjust strategy as 
needed.

Confirm 2020 loan purchase goals.

2020 Finance 1,238 Section 202 units, representing 4.1 percent of Fannie Mae’s Section 8 unit goal in 2020.

The market opportunity for financing Section 202 units needs to be defined more precisely. However, several of Fannie 
Mae’s traditional lender partners have significant experience in Section 202 refinance and there is current information 
available from HUD regarding the existing properties that have expiring subsidies in the next three years. Based on this
information, the experience of our lenders and the available resources, Fannie Mae has determined that this Objective is 
realistic and may be achieved within the time periods described. Any changes in underwriting guidelines or credit risk 
standards and all loan purchases will be supported by thorough economic, risk, and operational analyses and will be 
subject to Fannie Mae’s governance and approval processes, and will only be made consistent with safety and soundness 
concerns.

Criteria 2018 2019 2020

Evaluation Factor: Loan Product Loan Purchase Loan Purchase

Income Levels: Very Low-, Low-, and Moderate-Income Levels for all Years



J. Regulatory Activity: HUD Rental Assistance Demonstration (RAD) program (12
C.F.R. § 1282.34 (d) (6)).

1. Objective #1: Conduct outreach, review potential loan product enhancements, and
purchase loans secured by RAD properties (Analyze, Test and Learn, Do What We Do 
Best).

Meeting the Challenges

Financing RAD properties has several key challenges, including:

Properties converting into a RAD structure are located in low-income communities that have significant challenges not 
directly tied to the property.

Because HUD is on both sides of the transaction (i.e., managing both the subsidy and the debt through FHA), 
developers often opt for FHA financing in the belief that it is more advantageous. 

There is a wide range in size and capacity of Public Housing Authorities (PHA) and other parties to the 
transaction which lenders need to understand to assess counterparty risk.

While combining properties into a single loan could be cost beneficial, transactions must reflect unique property 
ownership characteristics. 

To address these challenges, Fannie Mae will:

Meet with key stakeholders including PHA, State HFA, and non-profit and for-profit developers to determine what, if 
any, product enhancements or other changes are needed to Fannie Mae’s current RAD product to increase loan 
purchases.

Establish a PHA Advisory Council to provide insight and guidance to Fannie Mae as we address long term solutions 
for RAD and other PHA issues. 

Increase loan purchases of mortgages secured by RAD properties.

SMART Factors
Fannie Mae will undertake the following measurable Actions in the years indicated.

Year Actions

2018 Conduct outreach to five key RAD stakeholders including PHA, State HFA, and non-profit and for-profit 
developers to determine challenges and possible solutions to increase RAD business.

o Establish a PHA Advisory Council to provide insight and guidance to Fannie Mae on RAD and other 
public housing issues.

o Ensure that the PHA Advisory Council includes PHA representation from diverse geographies and of 
different sizes so that Fannie Mae can better understand the varying needs across the country.

Conduct outreach and marketing to five Fannie Mae affordable lenders to (1) understand any issues with 
Fannie Mae’s current RAD product and (2) enhance the lenders’ knowledge of Fannie Mae’s RAD 
program.

Utilize outreach responses to consider two changes to and/or incentives for the RAD financing product.
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Year Actions

Purchase loans secured by six RAD properties1, representing a 100 percent increase over the Baseline.

o Baseline: Fannie Mae did not have a product that provided for the purchase of these loans until 
2016 and then did not start tracking these purchases until 2017. Accordingly, Fannie Mae is using 
our 2017 purchases of three loans, each secured by one RAD property, as the Baseline for this 
activity.

Review and adjust 2019 loan purchase goals as needed based on work completed in 2018.

2019 Continue to conduct outreach to determine challenges and possible solutions to increase RAD business
through quarterly PHA Advisory Council meetings.

Purchase loans secured by 10 RAD properties, representing a 233 percent increase over the Baseline.

Review and adjust 2020 loan purchase goals as needed based on work completed in 2019.

2020 Purchase loans secured by 20 RAD properties, representing a 567 percent increase over the Baseline.

Review experiences with RAD program financing to inform the 2021 – 2023 Duty to Serve Plan. 

The information gathered through outreach, analysis, and market research will help Fannie Mae determine potential
product enhancements and/or marketing approaches necessary to increase our RAD business, which in turn will increase
liquidity for very low-income housing. Fannie Mae actively established our guidelines for RAD financing over the last two
years and has continued to track the RAD program and seek ways to increase our loan purchases secured by RAD
properties.

As of January 1, 2017, there were roughly 127,500 units under the RAD program for which financing was likely to be
sought. Additionally, the cap was increased to 225,000 (from 185,000 initially) units in May 2017. To date, Fannie Mae
has engaged in several RAD transactions. In the past, volume has been limited largely due to the fact that many RAD 
deals were in process with FHA. However, the pace of conversion has increased significantly since FY 2015, when 
roughly 13,000 units converted. As of the end of April 2017, RAD units were converting at an annualized rate of roughly 
35,000 (280 projects assuming 125 units/project) per year, with roughly 129,000 units remaining to be converted. HUD’s 
data indicates that approximately 37 percent of RAD units will not require debt, but that nonetheless leaves roughly 80,000 
units (640 projects assuming HUD’s average of 125 units/project) that will need some kind of debt financing as they go
through the RAD program. This would suggest that the bulk of the RAD units currently authorized and awarded will likely 
seek financing over the three year term of the Plan. 

Based on our experience with RAD financing and similar products, Fannie Maehas determined that this Objective is
realistic and may be achieved within the time periods described. Financing of RAD loans will be conducted subject to
applicable underwriting guidelines and credit standards that incorporate notions of safety and soundness. Any changes to
these guidelines or standards will be processed through Fannie Mae’s standard internal approval procedures which also 
incorporate notions of safety andsoundness.

Criteria 2018 2019 2020

Evaluation Factor: Loan Purchase Loan Purchase Loan Purchase

Income Levels: Very Low-, Low-, and Moderate-Income Levels for all Years

                                                     
1 One loan may be secured by multiple properties.



DISCLAIMER
Implementation of the activities and objectives in Fannie Mae’s and Freddie Mac’s Duty to 
Serve Underserved Markets Plans may be subject to change based on factors including 
FHFA review for compliance with the Charter Acts, specific FHFA approval requirements 
and safety and soundness standards, and market or economic conditions, as applicable.
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