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Credit over applicable threshold
amount, paragraph 1.iii is added
effective January 1, 2012.

The addition reads as follows:

Supplement I to Part 226—Official Staff
Interpretations

* * * * *

Subpart A—General

* * * * *

§ 226.3—Exempt Transactions

* * * * *

3(b) Credit over applicable threshold
amount.

1. Threshold amount. * * *
* * * * *

iii. From January 1, 2012 through
December 31, 2012, the threshold amount is
$51,800.

* * * * *

By order of the Board of Governors of the
Federal Reserve System, June 13, 2011.

Jennifer J. Johnson,

Secretary of the Board.

[FR Doc. 2011-15178 Filed 6-17—11; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 226
[Regulation Z; Docket No. R-1422]

Truth in Lending

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Final rule; staff commentary.

SUMMARY: The Board is publishing a
final rule amending the staff
commentary that interprets the
requirements of Regulation Z (Truth in
Lending). The Board is required to
adjust annually the dollar amount that
triggers requirements for certain home
mortgage loans bearing fees above a
certain amount. The Home Ownership
and Equity Protection Act of 1994
(HOEPA) sets forth rules for home-
secured loans in which the total points
and fees payable by the consumer at or
before loan consummation exceed the
greater of $400 or 8 percent of the total
loan amount. In keeping with the
statute, the Board has annually adjusted
the $400 amount based on the annual
percentage change reflected in the
Consumer Price Index as reported on
June 1. The adjusted dollar amount for
2012 is $611.

DATES: Effective Date: January 1, 2012.
FOR FURTHER INFORMATION CONTACT:
Nikita M. Pastor, Senior Attorney,
Division of Consumer and Community
Affairs, Board of Governors of the

Federal Reserve System, at (202) 452—
3667. For the users of
Telecommunications Device for the Deaf
(“TDD”’) only, contact (202) 263—4869.
SUPPLEMENTARY INFORMATION:

I. Background

The Truth in Lending Act (TILA; 15
U.S.C. 1601-1666j) requires creditors to
disclose credit terms and the cost of
consumer credit as an annual
percentage rate. The act requires
additional disclosures for loans secured
by a consumer’s home, and permits
consumers to cancel certain transactions
that involve their principal dwelling.
TILA is implemented by the Board’s
Regulation Z (12 CFR part 226). The
Board’s official staff commentary (12
CFR part 226 (Supp. 1)) interprets the
regulation, and provides guidance to
creditors in applying the regulation to
specific transactions.

In 1995, the Board published
amendments to Regulation Z
implementing HOEPA, contained in the
Riegle Community Development and
Regulatory Improvement Act of 1994,
Public Law 103-325, 108 Stat. 2160 (60
FR 15463). These amendments,
contained in §§226.32 and 226.34 of the
regulation, impose substantive
limitations and additional disclosure
requirements on certain closed-end
home mortgage loans bearing rates or
fees above a certain percentage or
amount. As enacted, the statute requires
creditors to comply with the HOEPA
requirements if the total points and fees
payable by the consumer at or before
loan consummation exceed the greater
of $400 or 8 percent of the total loan
amount. TILA and Regulation Z provide
that the $400 figure shall be adjusted
annually on January 1 by the annual
percentage change in the Consumer
Price Index (CPI) that was reported on
the preceding June 1. 15 U.S.C.
1602(aa)(3) and 12 CFR 226.32(a)(1)(ii).
The Board adjusted the $400 amount to
$592 for the year 2011.

The Bureau of Labor Statistics
publishes consumer-based indices
monthly, but does not report a CPI
change on June 1; adjustments are
reported in the middle of each month.
The Board uses the CPI-U index, which
is based on all urban consumers and
represents approximately 87 percent of
the U.S. population, as the index for
adjusting the $400 dollar figure. The
adjustment to the CPI-U index reported
by the Bureau of Labor Statistics on May
13, 2011, was the CPI-U index in effect
on June 1, and reflects the percentage
change from April 2010 to April 2011.
The adjustment to the $400 figure below
reflects a 3.2 percent increase in the
CPI-U index for this period and is

rounded to whole dollars for ease of
compliance.

The fee trigger being adjusted in this
Federal Register notice pursuant to
TILA section 103(aa) is used in
determining whether a loan is covered
by section 226.32 of Regulation Z. Such
loans have generally been known as
“HOEPA loans.” In July 2008, the Board
revised Regulation Z to adopt additional
protections for “higher-priced” loans,
using its authority under TILA section
129(1)(2). Those revisions define a class
of dwelling-secured transactions,
described in section 226.35 of
Regulation Z, using a threshold based
on average market rates that the Board
publishes on a regular basis. The
adjustment published today does not
affect the triggers adopted in July 2008
for higher-priced loans.

On July 21, 2010, the Dodd-Frank
Wall Street Reform and Consumer
Protection Act (the “Reform Act”’) was
enacted into law.1 Section 1431 of the
Reform Act revises the statutory fee
trigger for HOEPA loans. The
amendments made by Section 1431 of
the Reform Act will be implemented in
a future rulemaking. Accordingly, the
adjustment to the fee trigger that is
being published today will become
effective on January 1, 2012 and will
apply for one year, or until final rules
under Section 1431 of the Reform Act
become effective, whichever is earlier.

II. Adjustment and Commentary
Revision

Effective January 1, 2012, for purposes
of determining whether a home
mortgage transaction is covered by
12 CFR 226.32 (based on the total points
and fees payable by the consumer at or
before loan consummation), a loan is
covered if the points and fees exceed the
greater of $611 or 8 percent of the total
loan amount. Comment 32(a)(1)(ii)-2,
which lists the adjustments for each
year, is amended to reflect the dollar
adjustment for 2012. Because the timing
and method of the adjustment are set by
statute, the Board finds that notice and
public comment on the change are
unnecessary. 5 U.S.C. 553(b)(B).

IIL. Regulatory Flexibility Analysis

The Board certifies that this
amendment to Regulation Z will not
have a significant economic impact on
a substantial number of small entities.
The only change is to increase the
threshold for transactions requiring
HOEPA disclosures. This change is
mandated by statute.

1Public Law 111-203, 124 Stat. 1376.



35724

Federal Register/Vol. 76, No. 118/Monday, June 20, 2011/Rules and Regulations

List of Subjects in 12 CFR Part 226

Advertising, Federal Reserve System,
Mortgages, Reporting and recordkeeping
requirements, Truth in lending.

For the reasons set forth in the
preamble, the Board amends Regulation
Z, 12 CFR part 226, as set forth below:

PART 226—TRUTH IN LENDING
(REGULATION 2)

m 1. The authority citation for part 226
continues to read as follows:

Authority: 12 U.S.C. 3806; 15 U.S.C. 1604
and 1637(c)(5).
m 2. In Supplement I to Part 226, under
Section 226.32—Requirements for
Certain Closed-End Home Mortgages,
under Paragraph 32(a)(1)(ii), paragraph
2.xvii. is added to read as follows:

Supplement I to Part 226—Official Staff
Interpretations

* * * * *

Subpart E—Special Rules for Certain
Home Mortgage Transactions

* * * * *

Section 226.32—Requirements for Certain
Closed-End Home Mortgages 32(a) Coverage

* * * * *

Paragraph 32(a)(1)(ii)
* * * * *

2. * % %

xvii. For 2012, $611, reflecting a 3.2
percent increase in the CPI-U from June 2010
to June 2011, rounded to the nearest whole
dollar.

* * * * *

By order of the Board of Governors of the
Federal Reserve System, acting through the
Director of the Division of Consumer and
Community Affairs under delegated
authority, June 13, 2011.

Jennifer J. Johnson,

Secretary of the Board.

[FR Doc. 2011-15179 Filed 6-17-11; 8:45 am]
BILLING CODE 6210-01-P

FEDERAL HOUSING FINANCE
AGENCY

12 CFR Parts 1229 and 1237
RIN 2590-AA23

Conservatorship and Receivership
AGENCY: Federal Housing Finance
Agency.

ACTION: Final rule.

SUMMARY: The Federal Housing Finance
Agency (FHFA) is issuing a final rule to
establish a framework for
conservatorship and receivership

operations for the Federal National
Mortgage Association, the Federal Home
Loan Mortgage Corporation, and the
Federal Home Loan Banks, as
contemplated by the Housing and
Economic Recovery Act of 2008 (HERA).
HERA amended the Federal Housing
Enterprises Financial Safety and
Soundness Act of 1992 (Safety and
Soundness Act) by adding, among other
provisions, section 1367, Authority
Over Critically Undercapitalized
Regulated Entities. The rule will
implement this provision, and will
ensure that these operations advance
FHFA'’s critical safety and soundness
and mission requirements. The rule
seeks to protect the public interest in
the transparency of conservatorship and
receivership operations for the Federal
National Mortgage Association (Fannie
Mae), the Federal Home Loan Mortgage
Corporation (Freddie Mac) (collectively,
the Enterprises), and the Federal Home
Loan Banks (Banks) (collectively, the
regulated entities).

DATES: Effective Date: This rule is
effective July 20, 2011.

FOR FURTHER INFORMATION CONTACT:
Frank Wright, Senior Counsel, Federal
Housing Finance Agency, Fourth Floor,
1700 G Street, NW., Washington, DC
20552, (202) 414-6439 (not a toll-free
number); or Mark D. Laponsky, Deputy
General Counsel, Federal Housing
Finance Agency, Fourth Floor, 1700 G
Street, NW., Washington, DC 20552,
(202) 414-3832 (not a toll-free number).
The telephone number for the
Telecommunications Device for the
Hearing Impaired is (800) 877—-8339.
SUPPLEMENTARY INFORMATION:

I. Background

The Housing and Economic Recovery
Act of 2008 (HERA), Public Law 110-
289, 122 Stat. 2654, amended the
Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12
U.S.C. 4501 et seq.) (Safety and
Soundness Act), and the Federal Home
Loan Bank Act (12 U.S.C. 1421-1449)
(Bank Act) to establish FHFA as an
independent agency of the Federal
government.! FHFA was established as
an independent agency of the Federal
Government with all of the authorities
necessary to oversee vital components
of our country’s secondary mortgage
markets—the regulated entities and the
Office of Finance of the Federal Home
Loan Bank System.

The Safety and Soundness Act
provides that FHFA is headed by a
Director with general supervisory and

1 See Division A, titled the “Federal Housing
Finance Regulatory Reform Act of 2008,” Title I,
section 1101 of HERA.

regulatory authority over the regulated
entities and over the Office of Finance,?
expressly to ensure that the regulated
entities operate in a safe and sound
manner, including maintaining
adequate capital and internal controls;
foster liquid, efficient, competitive, and
resilient national housing finance
markets; comply with the Safety and
Soundness Act and rules, regulations,
guidelines, and orders issued under the
Safety and Soundness Act and the
authorizing statutes (i.e., the charter acts
of the Enterprises and the Bank Act);
and carry out their respective missions
through activities and operations that
are authorized and consistent with the
Safety and Soundness Act, their
respective authorizing statutes, and the
public interest.3

In addition, this law combined the
staffs of the now abolished Office of
Federal Housing Enterprise Oversight
(OFHEQ), the now abolished Federal
Housing Finance Board (Finance Board),
and the Government-Sponsored
Enterprise (GSE) mission office at the
Department of Housing and Urban
Development (HUD). By pooling the
expertise of the staffs of OFHEO, the
Finance Board, and the GSE mission
staff at HUD, Congress intended to
strengthen the regulatory and
supervisory oversight of the 14 housing-
related GSEs.

The Enterprises, combined, own or
guarantee more than $5 trillion of
residential mortgages in the United
States (U.S.), and play a key role in
housing finance and the U.S. economy.
The Banks, with combined assets of
nearly $850 billion, support the housing
market by making advances (i.e., loans
secured by acceptable collateral) to their
member commercial banks, thrifts, and
credit unions, assuring a ready flow of
mortgage funding.

Because FHFA’s mission is to
promote housing and a strong national
housing finance system by ensuring the
safety and soundness of the Enterprises
and the Banks, HERA amended the
Safety and Soundness Act to make
explicit FHFA’s general regulatory and
supervisory authority. To this end,
section 1311(b)(1) of the Safety and
Soundness Act expressly makes each
regulated entity “subject to the
supervision and regulation of the
Agency,” thus amplifying the broad
supervisory authority of the Director.
See 12 U.S.C. 4511(b)(1). Moreover, the
Safety and Soundness Act underscores
the breadth of this authority by

2 See sections 1101 and 1102 of HERA, amending
sections 1311 and 1312 of the Safety and Soundness
Act, codified at 12 U.S.C. 4511and 4512.

3See 12 U.S.C. 4513(a)(1)(B).
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