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such other information as may be re-
quired by the Director.

(b) The quarterly Risk-Based Capital
Report shall contain information for
the last day of the quarter and shall be
submitted not later than 30 days after
the end of the quarter. Reports re-
quired by the Director other than quar-
terly reports shall be submitted within
such time period as the Director shall
specify.

(c) When an Enterprise contemplates
entering a new activity, as the term is
defined in section 3.11 of appendix A to
this subpart, the Enterprise shall no-
tify the Director as soon as possible
while the transaction or activity is
under consideration, but in no event
later than 5 calendar days after settle-
ment or closing. The Enterprises shall
provide to the Director such informa-
tion regarding the activity as the Di-
rector may require to determine a
stress test treatment. OFHEO will in-
form the Enterprise as soon as possible
thereafter of the proposed stress test
treatment of the new activity. In addi-
tion, the notice of proposed capital
classification required by §1777.21 of
this chapter will inform the Enterprise
of the capital treatment of such new
activity used in the determination of
the risk-based capital requirement.

(d) If an Enterprise discovers that a
Risk-Based Capital Report previously
filed with OFHEO contains any errors
or omissions, the Enterprise shall no-
tify OFHEO immediately of such dis-
covery and file an amended Risk-Based
Capital Report not later than three
days thereafter.

(e) Each capital classification shall
be determined by OFHEO on the basis
of the Risk-Based Capital Report filed
by the Enterprise under paragraph (a)
of this section; provided that, in the
event an amended Risk-Based Capital
Report is filed prior to the issuance of
the final notice of capital classifica-
tion, the Director has the discretion to
determine the Enterprise’s capital
classification on the basis of the
amended report.

(f) Each Risk-Based Capital Report or
any amended Risk-Based Capital Re-
port shall contain a declaration by the
officer who has been designated by the
Board as responsible for overseeing the
capital adequacy of the Enterprise that

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

the report is true and correct to the
best of such officer’s knowledge and be-
lief.

[66 FR 47806, Sept. 13, 2001, as amended at 67
FR 19322, Apr. 19, 2002]

§1750.13 Risk-based capital level com-
putation.

(a) Risk-Based Capital Test—OFHEO
shall compute a risk-based capital
level for each Enterprise at least quar-
terly by applying the risk-based capital
test described in appendix A to this
subpart to determine the amount of
total capital required for each Enter-
prise to maintain positive capital dur-
ing the stress period. In making this
determination, the Director shall take
into account any appropriate distinc-
tions among types of mortgage prod-
ucts, differences in seasoning of mort-
gages, and other factors determined ap-
propriate by the Director in accordance
with the methodology specified in ap-
pendix A to this subpart. The stress pe-
riod has the following characteristics:

(1) Credit risk—With respect to mort-
gages owned or guaranteed by the En-
terprise and other obligations of the
Enterprise, losses occur throughout the
United States at a rate of default and
severity reasonably related, in accord-
ance with appendix A to this subpart,
to the benchmark loss experience.

(2) Interest rate risk—(1) In general. In-
terest rates decrease as described in
paragraph (a)(2)(ii) of this section or
increase as described in paragraph
(a)(2)(iii) of this section, whichever
would require more capital in the
stress test for the Enterprise. Appendix
A to this subpart contains a descrip-
tion of the methodology applied to im-
plement the interest rate scenarios de-
scribed in paragraphs (a)(2)(ii) and (iii)
of this section.

(ii) Decreases. The 10-year constant
maturity Treasury yield decreases dur-
ing the first year of the stress period
and remains at the new level for the re-
mainder of the stress period. The yield
decreases to the lesser of—

(A) 600 basis points below the average
yield during the 9 months immediately
preceding the stress period, or

(B) 60 percent of the average yield
during the 3 years immediately pre-
ceding the stress period, but in no case
to a yield less than 50 percent of the

496



Federal Housing Enterprise Oversight, HUD

average yield during the 9 months im-
mediately preceding the stress period.

(iii) Increases. The 10-year constant
maturity Treasury yield increases dur-
ing the first year of the stress period
and will remain at the new level for the
remainder of the stress period. The
yield increases to the greater of—

(A) 600 basis points above the average
yield during the 9 months immediately
preceding the stress period, or

(B) 160 percent of the average yield
during the 3 years immediately pre-
ceding the stress period, but in no case
to a yield greater than 175 percent of
the average yield during the 9 months
immediately preceding the stress pe-
riod.

(iv) Different terms to maturity. Yields
of Treasury instruments with terms to
maturity other than 10 years will
change relative to the 10-year constant
maturity Treasury yield in patterns
and for durations that are reasonably
related to historical experience and are
judged reasonable by the Director. The
methodology used by the Director to
adjust the yields of those other instru-
ments is specified in appendix A to this
subpart.

(v) Large increases in yields. If the 10-
year constant maturity Treasury yield
is assumed to increase by more than 50
percent over the average yield during
the 9 months immediately preceding
the stress period, the Director shall ad-
just the losses resulting from the con-
ditions specified in paragraph (a)(2)(iii)
of this section to reflect a correspond-
ingly higher rate of general price infla-
tion. The method of such adjustment
by the Director is specified in appendix
A to this subpart.

(3) New business. Any contractual
commitments of the Enterprise to pur-
chase mortgages or issue securities will
be fulfilled. The characteristics of re-
sulting mortgages purchased, securi-
ties issued, and other financing will be
consistent with the contractual terms
of such commitments, recent experi-
ence, and the economic characteristics
of the stress period, as more fully spec-
ified in appendix A to this subpart. No
other purchases of mortgages shall be
assumed.

(4) Other activities. Losses or gains on
other activities, including interest rate
and foreign exchange hedging activi-
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ties, shall be determined by the Direc-
tor, in accordance with appendix A to
this subpart and on the basis of avail-
able information, to be consistent with
the stress period.

(5) Consistency. Characteristics of the
stress period other than those specifi-
cally set forth in paragraph (a) of this
section, such as prepayment experience
and dividend policies, will be deter-
mined by the Director, in accordance
with appendix A to this subpart, on the
basis of available information, to be
most consistent with the stress period.

(b) Risk-Based Capital Level. The risk-
based capital level of an Enterprise, to
be used in determining the appropriate
capital classification of each Enter-
prise, as required by section 1364 of the
Federal Housing Enterprises Financial
Safety and Soundness Act of 1992 (12
U.S.C. 4614), shall be equal to the sum
of the following amounts:

(1) Credit and Interest Rate Risk. The
amount of total capital determined by
applying the risk-based capital test
under paragraph (a) of this section to
the Enterprise.

(2) Management and Operations Risk.
To provide for management and oper-
ations risk, 30 percent of the amount of
total capital determined by applying
the risk-based capital test under para-
graph (a) of this section to the Enter-
prise.

APPENDIX A TO SUBPART B OF PART
1750—RISK-BASED CAPITAL TEST
METHODOLOGY AND SPECIFICATIONS

1.0 Identification of the Benchmark Loss
Experience
1.1 Definitions
1.2 Data
1.3 Procedures
2.0 Identification of a New Benchmark Loss
Experience
3.0 Computation of the Risk-Based Capital
Requirement
3.1 Data
3.1.1 Introduction
3.1.2 Risk-Based Capital Report
3.1.2.1 Whole Loan Inputs
3.1.2.2 Mortgage Related Securities Inputs
3.1.2.3 Nonmortgage Instrument Cash
Flows Inputs
3.1.2.4 Inputs for Alternative Modeling
Treatment Items
3.1.2.5 Operations, Taxes, and Accounting
Inputs
3.1.3 Public Data
3.1.3.1 Interest Rates
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