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enunciated in this part, that a tem-
porary increase in the minimum cap-
ital level is necessary, the Director 
will provide notice to the affected reg-
ulated entity or entities 30 days in ad-
vance of the date that the temporary 
minimum capital requirement becomes 
effective, unless the Director deter-
mines that an exigency exists that does 
not permit such notice or the Director 
determines a longer time period would 
be appropriate. 

(2) Information to the Government. The 
Director shall inform the Secretary of 
the Treasury, the Secretary of Housing 
and Urban Development, and the Chair-
man of the Securities and Exchange 
Commission of a temporary increase in 
the minimum capital level contem-
poraneously with informing the af-
fected regulated entity or entities. 

(b) Comments. The affected regulated 
entity or entities may provide com-
ments regarding or objections to the 
temporary increase to FHFA within 15 
days or such other period as the Direc-
tor determines appropriate under the 
circumstances. The Director may de-
termine to modify, delay, or rescind 
the announced temporary increase in 
response to such comments or objec-
tion, but no further notice is required 
for the temporary increase to become 
effective upon the date originally de-
termined by the Director. 

(c) Communication. The Director shall 
transmit notice of a temporary in-
crease or rescission of a temporary in-
crease in the minimum capital level in 
writing, using electronic or such other 
means as appropriate. Such commu-
nication shall set forth, at a minimum, 
the bases for the Director’s determina-
tion, the amount of increase or de-
crease in the minimum capital level, 
the anticipated duration of such in-
crease, and a description of the proce-
dures for requesting a rescission of the 
temporary increase in the minimum 
capital level. 

(d) Written plan. In making a finding 
under this part, the Director may re-
quire a written plan to augment cap-
ital to be submitted on a timely basis 
to address the methods by which such 
temporary increase may be attained 
and the time period for reaching the 
new temporary minimum capital level. 

(e) Time frame for review of temporary 
increase for purpose of rescission. (1) Ab-
sent an earlier determination to re-
scind in whole or in part a temporary 
increase in the minimum capital level 
for a regulated entity or entities, the 
Director shall no less than every 12 
months, consider the need to maintain, 
modify, or rescind such increase. 

(2) A regulated entity or regulated 
entities may at any time request in 
writing such review by the Director. 

§ 1225.4 Standards and factors. 

(a) Standard for imposing a temporary 
increase. In making a determination to 
increase temporarily a minimum cap-
ital requirement for a regulated entity 
or entities, the Director will consider 
the necessity and consistency of such 
an increase with the prudential regula-
tion and the safe and sound operations 
of a regulated entity. The Director 
may impose a temporary minimum- 
capital increase if consideration of one 
or more of the following factors leads 
the Director to the judgment that the 
current minimum capital requirement 
for a regulated entity is insufficient to 
address the entity’s risks: 

(1) Current or anticipated declines in 
the value of assets held by a regulated 
entity; the amounts of mortgage- 
backed securities issued or guaranteed 
by the regulated entity; and, its ability 
to access liquidity and funding; 

(2) Credit (including counterparty), 
market, operational and other risks 
facing a regulated entity, especially 
where an increase in risks is foresee-
able and consequential; 

(3) Current or projected declines in 
the capital held by a regulated entity; 

(4) A regulated entity’s material non- 
compliance with regulations, written 
orders, or agreements; 

(5) Housing finance market condi-
tions; 

(6) Level of reserves or retained earn-
ings; 

(7) Initiatives, operations, products, 
or practices that entail heightened 
risk; 

(8) With respect to a Bank, the ratio 
of the market value of its equity to par 
value of its capital stock where the 
market value of equity is the value cal-
culated and reported by the Bank as 
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‘‘market value of total capital’’ under 
12 CFR 932.5(a)(1)(ii)(A); or 

(9) Other conditions as detailed by 
the Director in the notice provided 
under § 1225.3. 

(b) Standard for rescission of a tem-
porary increase. In making a determina-
tion to rescind a temporary increase in 
the minimum capital level for a regu-
lated entity or entities, whether in full 
or in part, the Director will consider 
the consistency of such a rescission 
with the prudential regulation and safe 
and sound operations of a regulated en-
tity. The Director will rescind, in full 
or in part, a temporary minimum cap-
ital increase if consideration of one or 
more of the following factors leads the 
Director to the judgment that rescis-
sion of a temporary minimum-capital 
increase for a regulated entity is ap-
propriate considering the entity’s 
risks: 

(1) Changes to the circumstances or 
facts that led to the imposition of a 
temporary increase in the minimum 
capital levels; 

(2) The meeting of targets set for a 
regulated entity in advance of any cap-
ital or capital-related plan agreed to 
by the Director; 

(3) Changed circumstances or facts 
based on new developments occurring 
since the imposition of the temporary 
increase in the minimum capital level, 
particularly where the original prob-
lems or concerns have been success-
fully addressed or alleviated in whole 
or in part; or 

(4) Such other standard as the Direc-
tor may consider as detailed by the Di-
rector in the notice provided under 
§ 1225.3. 

§ 1225.5 Guidances. 
The Director may determine, from 

time to time, issue guidance to elabo-
rate, to refine or to provide new infor-
mation regarding standards or proce-
dures contained herein. 

PART 1227—SUSPENDED 
COUNTERPARTY PROGRAM 

Subpart A—General 

Sec. 
1227.1 Purpose. 
1227.2 Definitions. 
1227.3 Scope of suspension orders. 

1227.4 Regulated entity reports on covered 
misconduct. 

1227.5 Proposed suspension order. 
1227.6 Final suspension order. 
1227.7 Appeal to the Director. 
1227.8 Posting of final suspension orders. 
1227.9 Request for reconsideration. 
1227.10 Exception to final suspension order 

in effect. 

Subpart B [Reserved] 

AUTHORITY: 12 U.S.C. 4513, 4513b, 4514, 4526. 

SOURCE: 78 FR 63012, Oct. 23, 2013, unless 
otherwise noted. 

Subpart A—General 
§ 1227.1 Purpose. 

This part sets forth the procedures 
FHFA follows under its Suspended 
Counterparty Program, the purpose of 
which is to protect the safety and 
soundness of the regulated entities. 
The procedures require the regulated 
entities to submit reports when they 
become aware that a person with whom 
they have engaged or are engaging in a 
covered transaction within the past 
three (3) years has engaged in covered 
misconduct. The procedures set forth a 
process for FHFA to issue suspension 
orders directing the regulated entities 
to cease or refrain from engaging in 
covered transactions with such persons 
and any affiliates thereof for a speci-
fied period of time or permanently. A 
suspension order is not intended to be, 
and may not be issued as, a form of 
punishment for the suspended person. 
The procedures include options for: 

(a) Appeal of a final suspension order 
to the Director; 

(b) Request for reconsideration of a 
final suspension order after twelve (12) 
months have elapsed; and 

(c) Request for an exception to a final 
suspension order in effect in order to 
engage in a particular covered trans-
action with the suspended person. 

§ 1227.2 Definitions. 
For purposes of this part: 
Administrative sanction means debar-

ment or suspension imposed by any 
Federal agency, or any similar admin-
istrative action that has the effect of 
limiting the ability of a person to do 
business with a Federal agency, includ-
ing Limited Denials of Participation, 
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