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§1236.2

any regulated entity that fails to oper-
ate in accordance with the standards or
otherwise fails to comply with this
part.

§1236.2 Definitions.

Unless otherwise indicated, terms
used in this part have the meanings
that they have in the Federal Housing
Enterprises Financial Safety and
Soundness Act, 12 U.S.C. 4501 et seq., or
the Federal Home Loan Bank Act, 12
U.S.C. 1421 et seq.

Extraordinary growth—(1) For pur-
poses of 12 U.S.C. 4513b(b)(3)(C), means:

(i) With respect to a Bank, growth of
non-advance assets in excess of 30 per-
cent over the six calendar quarter pe-
riod preceding the date on which FHFA
notified the Bank that it was required
to submit a corrective plan; and

(ii) With respect to an Enterprise,
quarterly non-annualized growth of as-
sets in excess of 7.5 percent in any cal-
endar quarter during the six calendar
quarter period preceding the date on
which FHFA notified the Enterprise
that it was required to submit a correc-
tive plan.

(2) For purposes of calculating an in-
crease 1in assets, assets acquired
through merger or acquisition ap-
proved by FHFA are not to be included.

Standards means any one or more of
the prudential management and oper-
ations standards established by the Di-
rector pursuant to 12 U.S.C. 4513b(a), as
modified from time to time pursuant to
§1236.3(b).

[77 FR 33959, June 8, 2012, as amended at 78
FR 2324, Jan. 11, 2013]

§1236.3 Prudential standards as guide-
lines.

(a) The Standards constitute the pru-
dential management and operations
standards required by 12 U.S.C. 4513b.

(b) The Standards have been adopted
as guidelines, as authorized by 12
U.S.C. 4513b(a), and the Director may
modify, revoke, or add to the Stand-
ards, or any one or more of them, at
any time by order or notice.

(c) In the case of a direct conflict be-
tween a Standard and an FHFA regula-
tion, when it is not possible to comply
with both the Standard and the FHFA
regulation, the regulation shall con-
trol.

12 CFR Ch. XII (1-1-14 Edition)

(d) Failure to meet any Standard
may constitute an unsafe and unsound
practice for purposes of the enforce-
ment provisions of 12 U.S.C. chapter 46,
subchapter III.

§1236.4 Failure to meet a standard;
corrective plans.

(a) Determination. FHFA may, based
upon an examination, inspection or
any other information, determine that
a regulated entity has failed to meet
one or more of the Standards.

(b) Submission of corrective plan. If
FHFA determines that a regulated en-
tity has failed to meet any Standard,
FHFA may require the entity to sub-
mit a corrective plan, in which case
FHFA shall, by written notice, inform
the regulated entity of that determina-
tion and the requirement to submit a
corrective plan.

(c) Corrective plans—(1) Contents of
plan. A corrective plan shall describe
the actions the regulated entity will
take to correct its failure to meet any
one or more of the Standards, and the
time within which each action will be
taken.

(2) Filing deadline—(i) In general. A
regulated entity must file a written
corrective plan with FHFA within thir-
ty (30) calendar days of being notified
by FHFA of its failure to meet a Stand-
ard and need to file a corrective plan,
unless FHFA notifies the regulated en-
tity in writing that the plan must be
filed within a different time period.

(ii) Other plans. If a regulated entity
must file a capital restoration plan
submitted pursuant to 12 U.S.C. 4622, it
may submit the corrective plan re-
quired under this section as part of the
capital restoration plan, subject to the
deadline in paragraph (c)(2)(i) of this
section. If a regulated entity currently
is operating under a cease-and-desist
order entered into pursuant to 12
U.S.C. 4631 or 4632, or a formal or infor-
mal agreement, or must file a response
to a report of examination or report of
inspection, it may, with the permission
of FHFA, submit the corrective plan
required under this section as part of
the regulated entity’s compliance with
that order, agreement or response, sub-
ject to the deadline in paragraph
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(¢)(2)(i) of this section, but the correc-
tive plan would not become a part of
the order, agreement, or response.

(d) Amendment of corrective plan. A
regulated entity that is operating in
accordance with an approved correc-
tive plan may submit a written request
to FHFA to amend the plan as nec-
essary to reflect any changes in cir-
cumstance. Until such time that FHFA
approves a proposed amendment, the
regulated entity must continue to op-
erate in accordance with the terms of
the corrective plan as previously ap-
proved.

(e) Review of corrective plans and
amendments. Within thirty (30) calendar
days of receiving a corrective plan or
proposed amendment to a plan, FHFA
will notify the regulated entity in writ-
ing of its decision on the plan, will di-
rect the regulated entity to submit ad-
ditional information, or will notify the
regulated entity in writing that FHFA
has established a different deadline.

§1236.5 Failure to submit a corrective
plan; noncompliance.

(a) Remedies. If a regulated entity
fails to submit an acceptable correc-
tive plan under §1236.4(b), or fails in
any material respect to implement or
otherwise comply with an approved
corrective plan, FHFA shall order the
regulated entity to correct that defi-
ciency, and may:

(1) Prohibit the regulated entity from
increasing its average total assets, as
defined in 12 U.S.C. 4516(b)(4), for any
calendar quarter over its average total
assets for the preceding calendar quar-
ter, or may otherwise restrict the rate
at which the average total assets of the
regulated entity may increase from one
calendar quarter to another;

(2) Prohibit the regulated entity from
paying dividends;

(3) Prohibit the regulated entity from
redeeming or repurchasing capital
stock;

(4) Require the regulated entity to
maintain or increase its level of re-
tained earnings;

(5) Require an Enterprise to increase
its ratio of core capital to assets, or re-
quire a Bank to increase its ratio of
total capital, as defined in 12 U.S.C.
1426(a)(5b), to assets; or

§1236.5

(6) Require the regulated entity to
take any other action that the Direc-
tor determines will better carry out
the purposes of the statute by bringing
the regulated entity into conformance
with the Standards.

(b) Extraordinary growth. If a regu-
lated entity that has failed to submit
an acceptable corrective plan or has
failed in any material respect to imple-
ment or otherwise comply with an ap-
proved corrective plan, also has experi-
enced extraordinary growth, FHFA
shall impose at least one of the sanc-
tions listed in paragraph (a) of this sec-
tion, consistently with the require-
ments of 12 U.S.C. 4513b(b)(3).

(c) Orders—(1) Notice. Except as pro-
vided in paragraph (c)(4) of this sec-
tion, FHFA will notify a regulated en-
tity in writing of its intent to issue an
order requiring the regulated entity to
correct its failure to submit or its fail-
ure in any material respect to imple-
ment or otherwise comply with an ap-
proved corrective plan. Any such no-
tice will include:

(i) A statement that the regulated
entity has failed to submit a corrective
plan under §1236.4, or has not imple-
mented or otherwise has not complied
in any material respect with an ap-
proved plan;

(ii) A description of any sanctions
that FHFA intends to impose and, in
the case of the mandatory sanctions re-
quired by 12 U.S.C. 4513b(b)(3), a state-
ment that FHFA believes that the reg-
ulated entity has experienced extraor-
dinary growth; and

(iii) The proposed date when any
sanctions would become effective or
the proposed date for completion of
any required actions.

(2) Response to notice. A regulated en-
tity may file a written response to a
notice of intent to issue an order,
which must be delivered to FHFA with-
in fourteen (14) calendar days of the
date of the notice, unless FHFA deter-
mines that a different time period is
appropriate in light of the safety and
soundness of the regulated entity or
other relevant circumstances. The re-
sponse should include:

(i) An explanation why the regulated
entity believes that the action pro-
posed by FHFA is not an appropriate
exercise of discretion;
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