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119TH CONGRESS REPORT " ! HOUSE OF REPRESENTATIVES 1st Session 119–165 

FINANCIAL INSTITUTION REGULATORY TAILORING 
ENHANCEMENT ACT 

JUNE 20, 2025.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 

Mr. HILL of Arkansas, from the Committee on Financial Services, 
submitted the following 

R E P O R T 

together with 

MINORITY VIEWS 

[To accompany H.R. 3230] 

The Committee on Financial Services, to whom was referred the 
bill (H.R. 3230) to increase the asset thresholds at which financial 
institutions become subject to certain requirements, and for other 
purposes, having considered the same, reports favorably thereon 
with an amendment and recommends that the bill as amended do 
pass. 
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The amendment is as follows: 
Strike all after the enacting clause and insert the following: 

SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Financial Institution Regulatory Tailoring Enhance-
ment Act’’. 
SEC. 2. INCREASED ASSET THRESHOLDS. 

(a) BUREAU SUPERVISION.—The Consumer Financial Protection Act of 2010 is 
amended— 

(1) in section 1025(a) (12 U.S.C. 5515(a)), by striking ‘‘$10,000,000,000’’ each 
place it occurs and inserting ‘‘$50,000,000,000’’; and 

(2) in section 1026(a) (12 U.S.C. 5516(a)), by striking ‘‘$10,000,000,000’’ each 
place it occurs and inserting ‘‘$50,000,000,000’’. 

(b) VOLKER RULE REQUIREMENTS.—Section 13(h)(1)(B)(i) of the Bank Holding 
Company Act of 1956 (12 U.S.C. 1851(h)(1)(B)(i)) is amended by striking 
‘‘$10,000,000,000’’ and inserting ‘‘$50,000,000,000’’. 

(c) QUALIFIED MORTGAGE REQUIREMENTS.—Section 129C(b)(2)(F)(i) of the Truth in 
Lending Act (15 U.S.C. 1639c(b)(2)(F)(i)) is amended by striking ‘‘$10,000,000,000’’ 
and inserting ‘‘$50,000,000,000’’. 

(d) LEVERAGE AND RISK-BASED CAPITAL REQUIREMENTS.—Section 201(a)(3)(A) of 
the Economic Growth, Regulatory Relief, and Consumer Protection Act (12 U.S.C. 
5371 note) is amended by striking ‘‘$10,000,000,000’’ and inserting 
‘‘$50,000,000,000’’. 

PURPOSE AND SUMMARY 

Introduced on May 7, 2025, by Representative Andy Barr (KY– 
06), H.R. 3230, the Financial Institution Regulatory Tailoring En-
hancement Act, increases the asset thresholds at which financial in-
stitutions become subject to certain regulatory requirements, from 
$10 billion to $50 billion. 

BACKGROUND AND NEED FOR LEGISLATION 

Over the past two decades, industry consolidation and inflation 
have significantly changed the financial landscape. However, regu-
latory thresholds have remained frozen, subjecting relatively small 
and lower-risk banks to the same requirements as the largest insti-
tutions. This has driven up compliance costs, particularly for com-
munity and regional banks, leading to more mergers and closures— 
especially in rural areas where traditional banking services remain 
essential. The Federal Reserve has noted that online banking does 
not fully substitute for in-person services such as cash handling, 
deposit services, and financial counseling. When branches close, 
communities often lose key civic and financial resources, deepening 
economic isolation and reducing access to credit. 

H.R. 3230 updates outdated regulatory thresholds to reflect mod-
ern economic realities. This bill ensures that financial institutions 
are subject to requirements appropriate to their respective size and 
risk profile. The result is a more competitive, accessible, and stable 
banking system. 

COMMITTEE CONSIDERATION 

119TH CONGRESS 

On May 7, 2025, Representative Barr introduced H.R. 3230, the 
Financial Institution Regulatory Tailoring Enhancement Act, with 
Representative Dan Meuser (R–PA) as an original cosponsor. Rep-
resentative Pete Sessions (R–TX) was added subsequently as a co-
sponsor. The bill was referred solely to the Committee on Financial 
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Services. The bill was attached to the May 14, 2025, hearing titled 
‘‘Enhancing Competition: Shaping the Future of Bank Mergers and 
De Novo Formation’’ held by the Subcommittee on Financial Insti-
tutions. 

On May 21, 2025, the Committee met in open session to consider, 
among others, H.R. 3230. The Committee favorably reported H.R. 
3230, as amended, to the House of Representatives. 

118TH CONGRESS 

On November 14, 2023, Representative Barr introduced H.R. 
6398, the Financial Institution Regulatory Tailoring Enhancement 
Act. Representative Meuser was added subsequently as a cospon-
sor. This bill is an earlier iteration of H.R. 3230. The bill was re-
ferred solely to the Committee on Financial Services. The text of 
H.R. 6398 was included as Title II of H.R. 8337, the Bank Resil-
ience and Regulatory Improvement Act. On May 16, 2024, H.R. 
8337 was ordered to be reported, as amended, by the Committee 
by a vote of 24 yeas and 22 nays. 

RELATED HEARINGS 

Pursuant to clause 3(c)(6) of rule XIII of the Rules of the House 
of Representatives, the following hearing was used to develop H.R. 
3230: 

The Financial Institutions Subcommittee of the House Financial 
Services Committee held a hearing on May 14, 2025, entitled ‘‘En-
hancing Competition: Shaping the Future of Bank Mergers and De 
Novo Formation.’’ A discussion draft version of the bill was consid-
ered in this hearing. The following witnesses testified: Mr. Keith 
Costello, President and CEO, Locality Bank; Ms. Mary Usategui, 
President and CEO, BankMiami; Ms. Amanda Allexon, Partner, 
Simpson Thacher & Bartlett LLP; Mr. John Berlau, Senior Fellow 
and Director of Finance Policy, Competitive Enterprise Institute; 
Mrs. ReShonda Young, Founder, Jabez Inc. 

COMMITTEE VOTES 

Clause 3(b) of rule XIII of the Rules of the House of Representa-
tives requires the Committee Report to include for each record vote 
on a motion to report the measure or matter and on any amend-
ments offered to the measure or matter the total number of votes 
for and against and the names of the Members voting for and 
against. 

On May 21, 2025, the Committee ordered H.R. 3230, as amend-
ed, to be reported favorably to the House by a recorded vote of 29 
yeas and 23 nays, a quorum being present. (Record Vote No. FC– 
128). 

The Committee considered the following amendments to H.R. 
3230: 

• Representative Barr offered an amendment in the nature 
of a substitute, which made minor edits and technical changes. 
This amendment was adopted by a voice vote, a quorum being 
present. 

• Ranking Member Maxine Waters (D–CA) offered an 
amendment (No. 7), designated AMENDHR_3230_12. This 
amendment would prevent the underlying bill from taking ef-
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fect until the Director of the Consumer Financial Protection 
Bureau (CFPB) has confirmed that the agency has the average 
number of supervisory and examination staff that are not on 
administrative leave and that are performing supervisory du-
ties as the Bureau had from November 2017 to January 2021. 
This amendment failed by a recorded vote of 23 yeas and 29 
nays, a quorum being present. (Record Vote No. FC–127). 
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COMMITTEE OVERSIGHT FINDINGS 

Pursuant to clause 3(c) of rule XIII of the Rules of the House of 
Representatives, the findings and recommendations of the Com-
mittee, based on oversight activities under clause 2(b)(1) of rule X 
of the Rules of the House of Representatives, are incorporated in 
the descriptive portions of this report. 

PERFORMANCE GOALS AND OBJECTIVES 

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House 
of Representatives, the goal of H.R. 3230 is to update outdated reg-
ulatory thresholds to reflect modern economic realities to ensure 
that financial institutions are subject to requirements appropriate 
to their respective size and risk profile, which will result in a more 
competitive, accessible, and stable banking system. 

COMMITTEE COST ESTIMATE 

Clause 3(d)(1) of rule XIII of the Rules of the House of Rep-
resentatives requires an estimate and a comparison of the costs 
that would be incurred in carrying out H.R. 3230. The Committee 
has requested but not received a cost estimate from the Director 
of the Congressional Budget Office. However, pursuant to clause 
3(d)(1) of rule XIII of the Rules of the House of Representatives, 
the Committee will adopt as its own the cost estimate by the Direc-
tor of the Congressional Budget Office once it has been prepared. 

NEW BUDGET AUTHORITY AND CBO COST ESTIMATE 

With respect to the requirements of clause 3(c)(2) of rule XIII of 
the Rules of the House of Representatives and section 308(a) of the 
Congressional Budget Act of 1974 and with respect to requirements 
of clause 3(c)(3) of rule XIII of the Rules of the House of Represent-
atives and section 402 of the Congressional Budget Act of 1974, a 
cost estimate was not made available to the Committee in time for 
the filing of this report. The Chairman of the Committee shall 
cause such estimate to be printed in the Congressional Record upon 
its receipt by the Committee. 

UNFUNDED MANDATES STATEMENT 

The Committee has requested but not received from the Director 
of the Congressional Budget Office an estimate of the Federal man-
dates pursuant to section 423 of the Unfunded Mandates Reform 
Act. The Committee will adopt the estimate once it has been pre-
pared by the Director. 

EARMARK STATEMENT 

With respect to clause 9 of rule XXI of the Rules of the House 
of Representatives, the Committee has carefully reviewed the pro-
visions of the resolution and states that the provisions of the bill 
do not contain any congressional earmarks, limited tax benefits, or 
limited tariff benefits within the meaning of the rule. 
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FEDERAL ADVISORY COMMITTEE ACT STATEMENT 

No advisory committees within the meaning of section 5(b) of the 
Federal Advisory Committee Act were created by this legislation. 

APPLICABILITY TO THE LEGISLATIVE BRANCH 

The Committee finds that the legislation does not relate to the 
terms and conditions of employment or access to public services or 
accommodations within the meaning of section 102(b)(3) of the Con-
gressional Accountability Act. 

DUPLICATION OF FEDERAL PROGRAMS 

Pursuant to clause 3(c)(5) of rule XIII of the Rules of the House 
of Representatives, the Committee states that no provision of the 
bill establishes or reauthorizes a program of the Federal Govern-
ment known to be duplicative of another Federal program, includ-
ing any program that was included in a report to Congress pursu-
ant to section 21 of the Public Law 111–139 or the most recent 
Catalog of Federal Domestic Assistance. 

SECTION-BY-SECTION ANALYSIS OF THE LEGISLATION 

Section 1. Short title 
Section 1 provides the short title is the ‘‘Financial Institution 

Regulatory Tailoring Enhancement Act.’’ 

Section 2. Increased asset thresholds 
Section 2 amends the Consumer Financial Protection Act of 2010 

to increase the asset threshold from $10 billion to $50 billion for 
financial institutions to be subject to Consumer Financial Protec-
tion Bureau (CFPB) supervision, the Volcker Rule, qualified mort-
gage standards under the Truth in Lending Act, and enhanced le-
verage and risk-based capital standards. 

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED 

In compliance with clause 3(e) of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italics, 
and existing law in which no change is proposed is shown in 
roman): 

CONSUMER FINANCIAL PROTECTION ACT OF 2010 

TITLE X—BUREAU OF CONSUMER 
FINANCIAL PROTECTION 

* * * * * * * 

Subtitle B—General Powers of the Bureau 

* * * * * * * 
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SEC. 1025. SUPERVISION OF VERY LARGE BANKS, SAVINGS ASSOCIA-
TIONS, AND CREDIT UNIONS. 

(a) SCOPE OF COVERAGE.—This section shall apply to any covered 
person that is— 

(1) an insured depository institution with total assets of 
more than ø$10,000,000,000¿ $50,000,000,000 and any affiliate 
thereof; or 

(2) an insured credit union with total assets of more than 
ø$10,000,000,000¿ $50,000,000,000 and any affiliate thereof. 

(b) SUPERVISION.— 
(1) IN GENERAL.—The Bureau shall have exclusive authority 

to require reports and conduct examinations on a periodic basis 
of persons described in subsection (a) for purposes of— 

(A) assessing compliance with the requirements of Fed-
eral consumer financial laws; 

(B) obtaining information about the activities subject to 
such laws and the associated compliance systems or proce-
dures of such persons; and 

(C) detecting and assessing associated risks to con-
sumers and to markets for consumer financial products 
and services. 

(2) COORDINATION.—To minimize regulatory burden, the Bu-
reau shall coordinate its supervisory activities with the super-
visory activities conducted by prudential regulators and the 
State bank regulatory authorities, including consultation re-
garding their respective schedules for examining such persons 
described in subsection (a) and requirements regarding reports 
to be submitted by such persons. 

(3) USE OF EXISTING REPORTS.—The Bureau shall, to the full-
est extent possible, use— 

(A) reports pertaining to a person described in sub-
section (a) that have been provided or required to have 
been provided to a Federal or State agency; and 

(B) information that has been reported publicly. 
(4) PRESERVATION OF AUTHORITY.—Nothing in this title may 

be construed as limiting the authority of the Director to re-
quire reports from a person described in subsection (a), as per-
mitted under paragraph (1), regarding information owned or 
under the control of such person, regardless of whether such 
information is maintained, stored, or processed by another per-
son. 

(5) REPORTS OF TAX LAW NONCOMPLIANCE.—The Bureau shall 
provide the Commissioner of Internal Revenue with any report 
of examination or related information identifying possible tax 
law noncompliance. 

(c) PRIMARY ENFORCEMENT AUTHORITY.— 
(1) THE BUREAU TO HAVE PRIMARY ENFORCEMENT AUTHOR-

ITY.—To the extent that the Bureau and another Federal agen-
cy are authorized to enforce a Federal consumer financial law, 
the Bureau shall have primary authority to enforce that Fed-
eral consumer financial law with respect to any person de-
scribed in subsection (a). 

(2) REFERRAL.—Any Federal agency, other than the Federal 
Trade Commission, that is authorized to enforce a Federal con-
sumer financial law may recommend, in writing, to the Bureau 
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that the Bureau initiate an enforcement proceeding with re-
spect to a person described in subsection (a), as the Bureau is 
authorized to do by that Federal consumer financial law. 

(3) BACKUP ENFORCEMENT AUTHORITY OF OTHER FEDERAL 
AGENCY.—If the Bureau does not, before the end of the 120-day 
period beginning on the date on which the Bureau receives a 
recommendation under paragraph (2), initiate an enforcement 
proceeding, the other agency referred to in paragraph (2) may 
initiate an enforcement proceeding, including performing follow 
up supervisory and support functions incidental thereto, to as-
sure compliance with such proceeding. 

(d) SERVICE PROVIDERS.—A service provider to a person described 
in subsection (a) shall be subject to the authority of the Bureau 
under this section, to the same extent as if the Bureau were an ap-
propriate Federal banking agency under section 7(c) of the Bank 
Service Company Act 12 U.S.C. 1867(c). In conducting any exam-
ination or requiring any report from a service provider subject to 
this subsection, the Bureau shall coordinate with the appropriate 
prudential regulator. 

(e) SIMULTANEOUS AND COORDINATED SUPERVISORY ACTION.— 
(1) EXAMINATIONS.—A prudential regulator and the Bureau 

shall, with respect to each insured depository institution, in-
sured credit union, or other covered person described in sub-
section (a) that is supervised by the prudential regulator and 
the Bureau, respectively— 

(A) coordinate the scheduling of examinations of the in-
sured depository institution, insured credit union, or other 
covered person described in subsection (a); 

(B) conduct simultaneous examinations of each insured 
depository institution or insured credit union, unless such 
institution requests examinations to be conducted sepa-
rately; 

(C) share each draft report of examination with the 
other agency and permit the receiving agency a reasonable 
opportunity (which shall not be less than a period of 30 
days after the date of receipt) to comment on the draft re-
port before such report is made final; and 

(D) prior to issuing a final report of examination or tak-
ing supervisory action, take into consideration concerns, if 
any, raised in the comments made by the other agency. 

(2) COORDINATION WITH STATE BANK SUPERVISORS.—The Bu-
reau shall pursue arrangements and agreements with State 
bank supervisors to coordinate examinations, consistent with 
paragraph (1). 

(3) AVOIDANCE OF CONFLICT IN SUPERVISION.— 
(A) REQUEST.—If the proposed supervisory determina-

tions of the Bureau and a prudential regulator (in this sec-
tion referred to collectively as the ‘‘agencies’’) are con-
flicting, an insured depository institution, insured credit 
union, or other covered person described in subsection (a) 
may request the agencies to coordinate and present a joint 
statement of coordinated supervisory action. 

(B) JOINT STATEMENT.—The agencies shall provide a 
joint statement under subparagraph (A), not later than 30 
days after the date of receipt of the request of the insured 
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depository institution, credit union, or covered person de-
scribed in subsection (a). 

(4) APPEALS TO GOVERNING PANEL.— 
(A) IN GENERAL.—If the agencies do not resolve the con-

flict or issue a joint statement required by subparagraph 
(B), or if either of the agencies takes or attempts to take 
any supervisory action relating to the request for the joint 
statement without the consent of the other agency, an in-
sured depository institution, insured credit union, or other 
covered person described in subsection (a) may institute an 
appeal to a governing panel, as provided in this subsection, 
not later than 30 days after the expiration of the period 
during which a joint statement is required to be filed 
under paragraph (3)(B). 

(B) COMPOSITION OF GOVERNING PANEL.—The governing 
panel for an appeal under this paragraph shall be com-
posed of— 

(i) a representative from the Bureau and a rep-
resentative of the prudential regulator, both of 
whom— 

(I) have not participated in the material super-
visory determinations under appeal; and 

(II) do not directly or indirectly report to the 
person who participated materially in the super-
visory determinations under appeal; and 

(ii) one individual representative, to be determined 
on a rotating basis, from among the Board of Gov-
ernors, the Corporation, the National Credit Union 
Administration, and the Office of the Comptroller of 
the Currency, other than any agency involved in the 
subject dispute. 

(C) CONDUCT OF APPEAL.—In an appeal under this para-
graph— 

(i) the insured depository institution, insured credit 
union, or other covered person described in subsection 
(a)— 

(I) shall include in its appeal all the facts and 
legal arguments pertaining to the matter; and 

(II) may, through counsel, employees, or rep-
resentatives, appear before the governing panel in 
person or by telephone; and 

(ii) the governing panel— 
(I) may request the insured depository institu-

tion, insured credit union, or other covered person 
described in subsection (a), the Bureau, or the 
prudential regulator to produce additional infor-
mation relevant to the appeal; and 

(II) by a majority vote of its members, shall pro-
vide a final determination, in writing, not later 
than 30 days after the date of filing of an 
informationally complete appeal, or such longer 
period as the panel and the insured depository in-
stitution, insured credit union, or other covered 
person described in subsection (a) may jointly 
agree. 
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(D) PUBLIC AVAILABILITY OF DETERMINATIONS.—A gov-
erning panel shall publish all information contained in a 
determination by the governing panel, with appropriate 
redactions of information that would be subject to an ex-
emption from disclosure under section 552 of title 5, 
United States Code. 

(E) PROHIBITION AGAINST RETALIATION.—The Bureau 
and the prudential regulators shall prescribe rules to pro-
vide safeguards from retaliation against the insured depos-
itory institution, insured credit union, or other covered 
person described in subsection (a) instituting an appeal 
under this paragraph, as well as their officers and employ-
ees. 

(F) LIMITATION.—The process provided in this paragraph 
shall not apply to a determination by a prudential regu-
lator to appoint a conservator or receiver for an insured 
depository institution or a liquidating agent for an insured 
credit union, as the case may be, or a decision to take ac-
tion pursuant to section 38 of the Federal Deposit Insur-
ance Act (12 U.S.C. 1831o) or section 212 of the Federal 
Credit Union Act (112 U.S.C. 1790a), as applicable. 

(G) EFFECT ON OTHER AUTHORITY.—Nothing in this sec-
tion shall modify or limit the authority of the Bureau to 
interpret, or take enforcement action under, any Federal 
consumer financial law, or the authority of a prudential 
regulator to interpret or take enforcement action under 
any other provision of Federal law for safety and sound-
ness purposes. 

SEC. 1026. OTHER BANKS, SAVINGS ASSOCIATIONS, AND CREDIT 
UNIONS. 

(a) SCOPE OF COVERAGE.—This section shall apply to any covered 
person that is— 

(1) an insured depository institution with total assets of 
ø$10,000,000,000¿ $50,000,000,000 or less; or 

(2) an insured credit union with total assets of 
ø$10,000,000,000¿ $50,000,000,000 or less. 

(b) REPORTS.—The Director may require reports from a person 
described in subsection (a), as necessary to support the role of the 
Bureau in implementing Federal consumer financial law, to sup-
port its examination activities under subsection (c), and to assess 
and detect risks to consumers and consumer financial markets. 

(1) USE OF EXISTING REPORTS.—The Bureau shall, to the full-
est extent possible, use— 

(A) reports pertaining to a person described in sub-
section (a) that have been provided or required to have 
been provided to a Federal or State agency; and 

(B) information that has been reported publicly. 
(2) PRESERVATION OF AUTHORITY.—Nothing in this subsection 

may be construed as limiting the authority of the Director from 
requiring from a person described in subsection (a), as per-
mitted under paragraph (1), information owned or under the 
control of such person, regardless of whether such information 
is maintained, stored, or processed by another person. 

(3) REPORTS OF TAX LAW NONCOMPLIANCE.—The Bureau shall 
provide the Commissioner of Internal Revenue with any report 
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of examination or related information identifying possible tax 
law noncompliance. 

(c) EXAMINATIONS.— 
(1) IN GENERAL.—The Bureau may, at its discretion, include 

examiners on a sampling basis of the examinations performed 
by the prudential regulator to assess compliance with the re-
quirements of Federal consumer financial law of persons de-
scribed in subsection (a). 

(2) AGENCY COORDINATION.—The prudential regulator shall— 
(A) provide all reports, records, and documentation re-

lated to the examination process for any institution in-
cluded in the sample referred to in paragraph (1) to the 
Bureau on a timely and continual basis; 

(B) involve such Bureau examiner in the entire examina-
tion process for such person; and 

(C) consider input of the Bureau concerning the scope of 
an examination, conduct of the examination, the contents 
of the examination report, the designation of matters re-
quiring attention, and examination ratings. 

(d) ENFORCEMENT.— 
(1) IN GENERAL.—Except for requiring reports under sub-

section (b), the prudential regulator is authorized to enforce 
the requirements of Federal consumer financial laws and, with 
respect to a covered person described in subsection (a), shall 
have exclusive authority (relative to the Bureau) to enforce 
such laws. 

(2) COORDINATION WITH PRUDENTIAL REGULATOR.— 
(A) REFERRAL.—When the Bureau has reason to believe 

that a person described in subsection (a) has engaged in a 
material violation of a Federal consumer financial law, the 
Bureau shall notify the prudential regulator in writing and 
recommend appropriate action to respond. 

(B) RESPONSE.—Upon receiving a recommendation under 
subparagraph (A), the prudential regulator shall provide a 
written response to the Bureau not later than 60 days 
thereafter. 

(e) SERVICE PROVIDERS.—A service provider to a substantial 
number of persons described in subsection (a) shall be subject to 
the authority of the Bureau under section 1025 to the same extent 
as if the Bureau were an appropriate Federal bank agency under 
section 7(c) of the Bank Service Company Act (12 U.S.C. 1867(c)). 
When conducting any examination or requiring any report from a 
service provider subject to this subsection, the Bureau shall coordi-
nate with the appropriate prudential regulator. 

* * * * * * * 

BANK HOLDING COMPANY ACT OF 1956 

* * * * * * * 
SEC. 13. PROHIBITIONS ON PROPRIETARY TRADING AND CERTAIN RE-

LATIONSHIPS WITH HEDGE FUNDS AND PRIVATE EQUITY 
FUNDS. 

(a) IN GENERAL.— 
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(1) PROHIBITION.—Unless otherwise provided in this section, 
a banking entity shall not— 

(A) engage in proprietary trading; or 
(B) acquire or retain any equity, partnership, or other 

ownership interest in or sponsor a hedge fund or a private 
equity fund. 

(2) NONBANK FINANCIAL COMPANIES SUPERVISED BY THE 
BOARD.—Any nonbank financial company supervised by the 
Board that engages in proprietary trading or takes or retains 
any equity, partnership, or other ownership interest in or spon-
sors a hedge fund or a private equity fund shall be subject, by 
rule, as provided in subsection (b)(2), to additional capital re-
quirements for and additional quantitative limits with regards 
to such proprietary trading and taking or retaining any equity, 
partnership, or other ownership interest in or sponsorship of a 
hedge fund or a private equity fund, except that permitted ac-
tivities as described in subsection (d) shall not be subject to the 
additional capital and additional quantitative limits except as 
provided in subsection (d)(3), as if the nonbank financial com-
pany supervised by the Board were a banking entity. 

(b) STUDY AND RULEMAKING.— 
(1) STUDY.—Not later than 6 months after the date of enact-

ment of this section, the Financial Stability Oversight Council 
shall study and make recommendations on implementing the 
provisions of this section so as to— 

(A) promote and enhance the safety and soundness of 
banking entities; 

(B) protect taxpayers and consumers and enhance finan-
cial stability by minimizing the risk that insured deposi-
tory institutions and the affiliates of insured depository in-
stitutions will engage in unsafe and unsound activities; 

(C) limit the inappropriate transfer of Federal subsidies 
from institutions that benefit from deposit insurance and 
liquidity facilities of the Federal Government to unregu-
lated entities; 

(D) reduce conflicts of interest between the self-interest 
of banking entities and nonbank financial companies su-
pervised by the Board, and the interests of the customers 
of such entities and companies; 

(E) limit activities that have caused undue risk or loss 
in banking entities and nonbank financial companies su-
pervised by the Board, or that might reasonably be ex-
pected to create undue risk or loss in such banking entities 
and nonbank financial companies supervised by the Board; 

(F) appropriately accommodate the business of insurance 
within an insurance company, subject to regulation in ac-
cordance with the relevant insurance company investment 
laws, while protecting the safety and soundness of any 
banking entity with which such insurance company is af-
filiated and of the United States financial system; and 

(G) appropriately time the divestiture of illiquid assets 
that are affected by the implementation of the prohibitions 
under subsection (a). 

(2) RULEMAKING.— 
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(A) IN GENERAL.—Unless otherwise provided in this sec-
tion, not later than 9 months after the completion of the 
study under paragraph (1), the appropriate Federal bank-
ing agencies, the Securities and Exchange Commission, 
and the Commodity Futures Trading Commission, shall 
consider the findings of the study under paragraph (1) and 
adopt rules to carry out this section, as provided in sub-
paragraph (B). 

(B) COORDINATED RULEMAKING.— 
(i) REGULATORY AUTHORITY.—The regulations issued 

under this paragraph shall be issued by— 
(I) the appropriate Federal banking agencies, 

jointly, with respect to insured depository institu-
tions; 

(II) the Board, with respect to any company that 
controls an insured depository institution, or that 
is treated as a bank holding company for purposes 
of section 8 of the International Banking Act, any 
nonbank financial company supervised by the 
Board, and any subsidiary of any of the foregoing 
(other than a subsidiary for which an agency de-
scribed in subclause (I), (III), or (IV) is the pri-
mary financial regulatory agency); 

(III) the Commodity Futures Trading Commis-
sion, with respect to any entity for which the 
Commodity Futures Trading Commission is the 
primary financial regulatory agency, as defined in 
section 2 of the Dodd-Frank Wall Street Reform 
and Consumer Protection Act; and 

(IV) the Securities and Exchange Commission, 
with respect to any entity for which the Securities 
and Exchange Commission is the primary finan-
cial regulatory agency, as defined in section 2 of 
the Dodd-Frank Wall Street Reform and Con-
sumer Protection Act. 

(ii) COORDINATION, CONSISTENCY, AND COM-
PARABILITY.—In developing and issuing regulations 
pursuant to this section, the appropriate Federal 
banking agencies, the Securities and Exchange Com-
mission, and the Commodity Futures Trading Com-
mission shall consult and coordinate with each other, 
as appropriate, for the purposes of assuring, to the ex-
tent possible, that such regulations are comparable 
and provide for consistent application and implemen-
tation of the applicable provisions of this section to 
avoid providing advantages or imposing disadvantages 
to the companies affected by this subsection and to 
protect the safety and soundness of banking entities 
and nonbank financial companies supervised by the 
Board. 

(iii) COUNCIL ROLE.—The Chairperson of the Finan-
cial Stability Oversight Council shall be responsible 
for coordination of the regulations issued under this 
section. 

(c) EFFECTIVE DATE.— 

VerDate Sep 11 2014 00:37 Jul 03, 2025 Jkt 059006 PO 00000 Frm 00015 Fmt 6659 Sfmt 6601 E:\HR\OC\HR165.XXX HR165rf
re

de
ric

k 
on

 L
A

P
8L

Y
D

4G
3P

R
O

D
 w

ith
 H

E
A

R
IN

G



16 

(1) IN GENERAL.—Except as provided in paragraphs (2) and 
(3), this section shall take effect on the earlier of— 

(A) 12 months after the date of the issuance of final 
rules under subsection (b); or 

(B) 2 years after the date of enactment of this section. 
(2) CONFORMANCE PERIOD FOR DIVESTITURE.—A banking enti-

ty or nonbank financial company supervised by the Board shall 
bring its activities and investments into compliance with the 
requirements of this section not later than 2 years after the 
date on which the requirements become effective pursuant to 
this section or 2 years after the date on which the entity or 
company becomes a nonbank financial company supervised by 
the Board. The Board may, by rule or order, extend this two- 
year period for not more than one year at a time, if, in the 
judgment of the Board, such an extension is consistent with 
the purposes of this section and would not be detrimental to 
the public interest. The extensions made by the Board under 
the preceding sentence may not exceed an aggregate of 3 years. 

(3) EXTENDED TRANSITION FOR ILLIQUID FUNDS.— 
(A) APPLICATION.—The Board may, upon the application 

of a banking entity, extend the period during which the 
banking entity, to the extent necessary to fulfill a contrac-
tual obligation that was in effect on May 1, 2010, may take 
or retain its equity, partnership, or other ownership inter-
est in, or otherwise provide additional capital to, an il-
liquid fund. 

(B) TIME LIMIT ON APPROVAL.—The Board may grant 1 
extension under subparagraph (A), which may not exceed 
5 years. 

(4) DIVESTITURE REQUIRED.—Except as otherwise provided in 
subsection (d)(1)(G), a banking entity may not engage in any 
activity prohibited under subsection (a)(1)(B) after the earlier 
of— 

(A) the date on which the contractual obligation to invest 
in the illiquid fund terminates; and 

(B) the date on which any extensions granted by the 
Board under paragraph (3) expire. 

(5) ADDITIONAL CAPITAL DURING TRANSITION PERIOD.—Not-
withstanding paragraph (2), on the date on which the rules are 
issued under subsection (b)(2), the appropriate Federal bank-
ing agencies, the Securities and Exchange Commission, and 
the Commodity Futures Trading Commission shall issue rules, 
as provided in subsection (b)(2), to impose additional capital re-
quirements, and any other restrictions, as appropriate, on any 
equity, partnership, or ownership interest in or sponsorship of 
a hedge fund or private equity fund by a banking entity. 

(6) SPECIAL RULEMAKING.—Not later than 6 months after the 
date of enactment of this section, the Board shall issues rules 
to implement paragraphs (2) and (3). 

(d) PERMITTED ACTIVITIES.— 
(1) IN GENERAL.—Notwithstanding the restrictions under 

subsection (a), to the extent permitted by any other provision 
of Federal or State law, and subject to the limitations under 
paragraph (2) and any restrictions or limitations that the ap-
propriate Federal banking agencies, the Securities and Ex-
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change Commission, and the Commodity Futures Trading 
Commission, may determine, the following activities (in this 
section referred to as ‘‘permitted activities’’) are permitted: 

(A) The purchase, sale, acquisition, or disposition of obli-
gations of the United States or any agency thereof, obliga-
tions, participations, or other instruments of or issued by 
the Government National Mortgage Association, the Fed-
eral National Mortgage Association, the Federal Home 
Loan Mortgage Corporation, a Federal Home Loan Bank, 
the Federal Agricultural Mortgage Corporation, or a Farm 
Credit System institution chartered under and subject to 
the provisions of the Farm Credit Act of 1971 (12 U.S.C. 
2001 et seq.), and obligations of any State or of any polit-
ical subdivision thereof. 

(B) The purchase, sale, acquisition, or disposition of se-
curities and other instruments described in subsection 
(h)(4) in connection with underwriting or market-making- 
related activities, to the extent that any such activities 
permitted by this subparagraph are designed not to exceed 
the reasonably expected near term demands of clients, cus-
tomers, or counterparties. 

(C) Risk-mitigating hedging activities in connection with 
and related to individual or aggregated positions, con-
tracts, or other holdings of a banking entity that are de-
signed to reduce the specific risks to the banking entity in 
connection with and related to such positions, contracts, or 
other holdings. 

(D) The purchase, sale, acquisition, or disposition of se-
curities and other instruments described in subsection 
(h)(4) on behalf of customers. 

(E) Investments in one or more small business invest-
ment companies, as defined in section 102 of the Small 
Business Investment Act of 1958 (15 U.S.C. 662), invest-
ments designed primarily to promote the public welfare, of 
the type permitted under paragraph (11) of section 5136 of 
the Revised Statutes of the United States (12 U.S.C. 24), 
or investments that are qualified rehabilitation expendi-
tures with respect to a qualified rehabilitated building or 
certified historic structure, as such terms are defined in 
section 47 of the Internal Revenue Code of 1986 or a simi-
lar State historic tax credit program. 

(F) The purchase, sale, acquisition, or disposition of se-
curities and other instruments described in subsection 
(h)(4) by a regulated insurance company directly engaged 
in the business of insurance for the general account of the 
company and by any affiliate of such regulated insurance 
company, provided that such activities by any affiliate are 
solely for the general account of the regulated insurance 
company, if— 

(i) the purchase, sale, acquisition, or disposition is 
conducted in compliance with, and subject to, the in-
surance company investment laws, regulations, and 
written guidance of the State or jurisdiction in which 
each such insurance company is domiciled; and 
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(ii) the appropriate Federal banking agencies, after 
consultation with the Financial Stability Oversight 
Council and the relevant insurance commissioners of 
the States and territories of the United States, have 
not jointly determined, after notice and comment, that 
a particular law, regulation, or written guidance de-
scribed in clause (i) is insufficient to protect the safety 
and soundness of the banking entity, or of the finan-
cial stability of the United States. 

(G) Organizing and offering a private equity or hedge 
fund, including serving as a general partner, managing 
member, or trustee of the fund and in any manner select-
ing or controlling (or having employees, officers, directors, 
or agents who constitute) a majority of the directors, trust-
ees, or management of the fund, including any necessary 
expenses for the foregoing, only if— 

(i) the banking entity provides bona fide trust, fidu-
ciary, or investment advisory services; 

(ii) the fund is organized and offered only in connec-
tion with the provision of bona fide trust, fiduciary, or 
investment advisory services and only to persons that 
are customers of such services of the banking entity; 

(iii) the banking entity does not acquire or retain an 
equity interest, partnership interest, or other owner-
ship interest in the funds except for a de minimis in-
vestment subject to and in compliance with paragraph 
(4); 

(iv) the banking entity complies with the restrictions 
under paragraphs (1) and (2) of subparagraph (f); 

(v) the banking entity does not, directly or indi-
rectly, guarantee, assume, or otherwise insure the ob-
ligations or performance of the hedge fund or private 
equity fund or of any hedge fund or private equity 
fund in which such hedge fund or private equity fund 
invests; 

(vi) the banking entity does not share with the 
hedge fund or private equity fund, for corporate, mar-
keting, promotional, or other purposes, the same name 
or a variation of the same name, except that the hedge 
fund or private equity fund may share the same name 
or a variation of the same name as a banking entity 
that is an investment adviser to the hedge fund or pri-
vate equity fund, if— 

(I) such investment adviser is not an insured de-
pository institution, a company that controls an 
insured depository institution, or a company that 
is treated as a bank holding company for purposes 
of section 8 of the International Banking Act of 
1978 (12 U.S.C. 3106); 

(II) such investment adviser does not share the 
same name or a variation of the same name as an 
insured depository institution, any company that 
controls an insured depository institution, or any 
company that is treated as a bank holding com-
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pany for purposes of section 8 of the International 
Banking Act of 1978 (12 U.S.C. 3106); and 

(III) such name does not contain the word 
‘‘bank’’; 

(vii) no director or employee of the banking entity 
takes or retains an equity interest, partnership inter-
est, or other ownership interest in the hedge fund or 
private equity fund, except for any director or em-
ployee of the banking entity who is directly engaged in 
providing investment advisory or other services to the 
hedge fund or private equity fund; and 

(viii) the banking entity discloses to prospective and 
actual investors in the fund, in writing, that any 
losses in such hedge fund or private equity fund are 
borne solely by investors in the fund and not by the 
banking entity, and otherwise complies with any addi-
tional rules of the appropriate Federal banking agen-
cies, the Securities and Exchange Commission, or the 
Commodity Futures Trading Commission, as provided 
in subsection (b)(2), designed to ensure that losses in 
such hedge fund or private equity fund are borne sole-
ly by investors in the fund and not by the banking en-
tity. 

(H) Proprietary trading conducted by a banking entity 
pursuant to paragraph (9) or (13) of section 4(c), provided 
that the trading occurs solely outside of the United States 
and that the banking entity is not directly or indirectly 
controlled by a banking entity that is organized under the 
laws of the United States or of one or more States. 

(I) The acquisition or retention of any equity, partner-
ship, or other ownership interest in, or the sponsorship of, 
a hedge fund or a private equity fund by a banking entity 
pursuant to paragraph (9) or (13) of section 4(c) solely out-
side of the United States, provided that no ownership in-
terest in such hedge fund or private equity fund is offered 
for sale or sold to a resident of the United States and that 
the banking entity is not directly or indirectly controlled 
by a banking entity that is organized under the laws of the 
United States or of one or more States. 

(J) Such other activity as the appropriate Federal bank-
ing agencies, the Securities and Exchange Commission, 
and the Commodity Futures Trading Commission deter-
mine, by rule, as provided in subsection (b)(2), would pro-
mote and protect the safety and soundness of the banking 
entity and the financial stability of the United States. 

(2) LIMITATION ON PERMITTED ACTIVITIES.— 
(A) IN GENERAL.—No transaction, class of transactions, 

or activity may be deemed a permitted activity under para-
graph (1) if the transaction, class of transactions, or activ-
ity— 

(i) would involve or result in a material conflict of 
interest (as such term shall be defined by rule as pro-
vided in subsection (b)(2)) between the banking entity 
and its clients, customers, or counterparties; 
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(ii) would result, directly or indirectly, in a material 
exposure by the banking entity to high-risk assets or 
high-risk trading strategies (as such terms shall be de-
fined by rule as provided in subsection (b)(2)); 

(iii) would pose a threat to the safety and soundness 
of such banking entity; or 

(iv) would pose a threat to the financial stability of 
the United States. 

(B) RULEMAKING.—The appropriate Federal banking 
agencies, the Securities and Exchange Commission, and 
the Commodity Futures Trading Commission shall issue 
regulations to implement subparagraph (A), as part of the 
regulations issued under subsection (b)(2). 

(3) CAPITAL AND QUANTITATIVE LIMITATIONS.—The appro-
priate Federal banking agencies, the Securities and Exchange 
Commission, and the Commodity Futures Trading Commission 
shall, as provided in subsection (b)(2), adopt rules imposing ad-
ditional capital requirements and quantitative limitations, in-
cluding diversification requirements, regarding the activities 
permitted under this section if the appropriate Federal bank-
ing agencies, the Securities and Exchange Commission, and 
the Commodity Futures Trading Commission determine that 
additional capital and quantitative limitations are appropriate 
to protect the safety and soundness of banking entities en-
gaged in such activities. 

(4) DE MINIMIS INVESTMENT.— 
(A) IN GENERAL.—A banking entity may make and retain 

an investment in a hedge fund or private equity fund that 
the banking entity organizes and offers, subject to the limi-
tations and restrictions in subparagraph (B) for the pur-
poses of— 

(i) establishing the fund and providing the fund with 
sufficient initial equity for investment to permit the 
fund to attract unaffiliated investors; or 

(ii) making a de minimis investment. 
(B) LIMITATIONS AND RESTRICTIONS ON INVESTMENTS.— 

(i) REQUIREMENT TO SEEK OTHER INVESTORS.—A 
banking entity shall actively seek unaffiliated inves-
tors to reduce or dilute the investment of the banking 
entity to the amount permitted under clause (ii). 

(ii) LIMITATIONS ON SIZE OF INVESTMENTS.—Notwith-
standing any other provision of law, investments by a 
banking entity in a hedge fund or private equity fund 
shall— 

(I) not later than 1 year after the date of estab-
lishment of the fund, be reduced through redemp-
tion, sale, or dilution to an amount that is not 
more than 3 percent of the total ownership inter-
ests of the fund; 

(II) be immaterial to the banking entity, as de-
fined, by rule, pursuant to subsection (b)(2), but in 
no case may the aggregate of all of the interests 
of the banking entity in all such funds exceed 3 
percent of the Tier 1 capital of the banking entity. 
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(iii) CAPITAL.—For purposes of determining compli-
ance with applicable capital standards under para-
graph (3), the aggregate amount of the outstanding in-
vestments by a banking entity under this paragraph, 
including retained earnings, shall be deducted from 
the assets and tangible equity of the banking entity, 
and the amount of the deduction shall increase com-
mensurate with the leverage of the hedge fund or pri-
vate equity fund. 

(C) EXTENSION.—Upon an application by a banking enti-
ty, the Board may extend the period of time to meet the 
requirements under subparagraph (B)(ii)(I) for 2 additional 
years, if the Board finds that an extension would be con-
sistent with safety and soundness and in the public inter-
est. 

(e) ANTI-EVASION.— 
(1) RULEMAKING.—The appropriate Federal banking agen-

cies, the Securities and Exchange Commission, and the Com-
modity Futures Trading Commission shall issue regulations, as 
part of the rulemaking provided for in subsection (b)(2), re-
garding internal controls and recordkeeping, in order to insure 
compliance with this section. 

(2) TERMINATION OF ACTIVITIES OR INVESTMENT.—Notwith-
standing any other provision of law, whenever an appropriate 
Federal banking agency, the Securities and Exchange Commis-
sion, or the Commodity Futures Trading Commission, as ap-
propriate, has reasonable cause to believe that a banking enti-
ty or nonbank financial company supervised by the Board 
under the respective agency’s jurisdiction has made an invest-
ment or engaged in an activity in a manner that functions as 
an evasion of the requirements of this section (including 
through an abuse of any permitted activity) or otherwise vio-
lates the restrictions under this section, the appropriate Fed-
eral banking agency, the Securities and Exchange Commission, 
or the Commodity Futures Trading Commission, as appro-
priate, shall order, after due notice and opportunity for hear-
ing, the banking entity or nonbank financial company super-
vised by the Board to terminate the activity and, as relevant, 
dispose of the investment. Nothing in this paragraph shall be 
construed to limit the inherent authority of any Federal agency 
or State regulatory authority to further restrict any invest-
ments or activities under otherwise applicable provisions of 
law. 

(f) LIMITATIONS ON RELATIONSHIPS WITH HEDGE FUNDS AND PRI-
VATE EQUITY FUNDS.— 

(1) IN GENERAL.—No banking entity that serves, directly or 
indirectly, as the investment manager, investment adviser, or 
sponsor to a hedge fund or private equity fund, or that orga-
nizes and offers a hedge fund or private equity fund pursuant 
to paragraph (d)(1)(G), and no affiliate of such entity, may 
enter into a transaction with the fund, or with any other hedge 
fund or private equity fund that is controlled by such fund, 
that would be a covered transaction, as defined in section 23A 
of the Federal Reserve Act (12 U.S.C. 371c), with the hedge 
fund or private equity fund, as if such banking entity and the 
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affiliate thereof were a member bank and the hedge fund or 
private equity fund were an affiliate thereof. 

(2) TREATMENT AS MEMBER BANK.—A banking entity that 
serves, directly or indirectly, as the investment manager, in-
vestment adviser, or sponsor to a hedge fund or private equity 
fund, or that organizes and offers a hedge fund or private eq-
uity fund pursuant to paragraph (d)(1)(G), shall be subject to 
section 23B of the Federal Reserve Act (12 U.S.C. 371c–1), as 
if such banking entity were a member bank and such hedge 
fund or private equity fund were an affiliate thereof. 

(3) PERMITTED SERVICES.— 
(A) IN GENERAL.—Notwithstanding paragraph (1), the 

Board may permit a banking entity to enter into any 
prime brokerage transaction with any hedge fund or pri-
vate equity fund in which a hedge fund or private equity 
fund managed, sponsored, or advised by such banking enti-
ty has taken an equity, partnership, or other ownership in-
terest, if— 

(i) the banking entity is in compliance with each of 
the limitations set forth in subsection (d)(1)(G) with 
regard to a hedge fund or private equity fund orga-
nized and offered by such banking entity; 

(ii) the chief executive officer (or equivalent officer) 
of the banking entity certifies in writing annually 
(with a duty to update the certification if the informa-
tion in the certification materially changes) that the 
conditions specified in subsection (d)(1)(g)(v) are satis-
fied; and 

(iii) the Board has determined that such transaction 
is consistent with the safe and sound operation and 
condition of the banking entity. 

(B) TREATMENT OF PRIME BROKERAGE TRANSACTIONS.— 
For purposes of subparagraph (A), a prime brokerage 
transaction described in subparagraph (A) shall be subject 
to section 23B of the Federal Reserve Act (12 U.S.C. 371c- 
1) as if the counterparty were an affiliate of the banking 
entity. 

(4) APPLICATION TO NONBANK FINANCIAL COMPANIES SUPER-
VISED BY THE BOARD.—The appropriate Federal banking agen-
cies, the Securities and Exchange Commission, and the Com-
modity Futures Trading Commission shall adopt rules, as pro-
vided in subsection (b)(2), imposing additional capital charges 
or other restrictions for nonbank financial companies super-
vised by the Board to address the risks to and conflicts of in-
terest of banking entities described in paragraphs (1), (2), and 
(3) of this subsection. 

(g) RULES OF CONSTRUCTION.— 
(1) LIMITATION ON CONTRARY AUTHORITY.—Except as pro-

vided in this section, notwithstanding any other provision of 
law, the prohibitions and restrictions under this section shall 
apply to activities of a banking entity or nonbank financial 
company supervised by the Board, even if such activities are 
authorized for a banking entity or nonbank financial company 
supervised by the Board. 

VerDate Sep 11 2014 00:37 Jul 03, 2025 Jkt 059006 PO 00000 Frm 00022 Fmt 6659 Sfmt 6601 E:\HR\OC\HR165.XXX HR165rf
re

de
ric

k 
on

 L
A

P
8L

Y
D

4G
3P

R
O

D
 w

ith
 H

E
A

R
IN

G



23 

(2) SALE OR SECURITIZATION OF LOANS.—Nothing in this sec-
tion shall be construed to limit or restrict the ability of a bank-
ing entity or nonbank financial company supervised by the 
Board to sell or securitize loans in a manner otherwise per-
mitted by law. 

(3) AUTHORITY OF FEDERAL AGENCIES AND STATE REGULATORY 
AUTHORITIES.—Nothing in this section shall be construed to 
limit the inherent authority of any Federal agency or State 
regulatory authority under otherwise applicable provisions of 
law. 

(h) DEFINITIONS.—In this section, the following definitions shall 
apply: 

(1) BANKING ENTITY.—The term ‘‘banking entity’’ means any 
insured depository institution (as defined in section 3 of the 
Federal Deposit Insurance Act (12 U.S.C. 1813)), any company 
that controls an insured depository institution, or that is treat-
ed as a bank holding company for purposes of section 8 of the 
International Banking Act of 1978, and any affiliate or sub-
sidiary of any such entity. For purposes of this paragraph, the 
term ‘‘insured depository institution’’ does not include an insti-
tution— 

(A) that functions solely in a trust or fiduciarycapacity, 
if— 

(i) all or substantially all of the deposits of such in-
stitution are in trust funds and are received in a bona 
fide fiduciary capacity; 

(ii) no deposits of such institution which are insured 
by the Federal Deposit Insurance Corporation are of-
fered or marketed by or through an affiliate of such in-
stitution; 

(iii) such institution does not accept demand depos-
its or deposits that the depositor may withdraw by 
check or similar means for payment to third parties or 
others or make commercial loans; and 

(iv) such institution does not— 
(I) obtain payment or payment related services 

from any Federal Reserve bank, including any 
service referred to in section 11A of the Federal 
Reserve Act (12 U.S.C. 248a); or 

(II) exercise discount or borrowing privileges 
pursuant to section 19(b)(7) of the Federal Reserve 
Act (12 U.S.C. 461(b)(7)); or 

(B) that does not have and is not controlled by a com-
pany that has— 

(i) more than ø$10,000,000,000¿ $50,000,000,000 in 
total consolidated assets; and 

(ii) total trading assets and trading liabilities, as re-
ported on the most recent applicable regulatory filing 
filed by the institution, that are more than 5 percent 
of total consolidated assets. 

(2) HEDGE FUND; PRIVATE EQUITY FUND.—The terms ‘‘hedge 
fund’’ and ‘‘private equity fund’’ mean an issuer that would be 
an investment company, as defined in the Investment Com-
pany Act of 1940 (15 U.S.C. 80a-1 et seq.), but for section 
3(c)(1) or 3(c)(7) of that Act, or such similar funds as the appro-
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priate Federal banking agencies, the Securities and Exchange 
Commission, and the Commodity Futures Trading Commission 
may, by rule, as provided in subsection (b)(2), determine. 

(3) NONBANK FINANCIAL COMPANY SUPERVISED BY THE 
BOARD.—The term ‘‘nonbank financial company supervised by 
the Board’’ means a nonbank financial company supervised by 
the Board of Governors, as defined in section 102 of the Finan-
cial Stability Act of 2010. 

(4) PROPRIETARY TRADING.—The term ‘‘proprietary trading’’, 
when used with respect to a banking entity or nonbank finan-
cial company supervised by the Board, means engaging as a 
principal for the trading account of the banking entity or 
nonbank financial company supervised by the Board in any 
transaction to purchase or sell, or otherwise acquire or dispose 
of, any security, any derivative, any contract of sale of a com-
modity for future delivery, any option on any such security, de-
rivative, or contract, or any other security or financial instru-
ment that the appropriate Federal banking agencies, the Secu-
rities and Exchange Commission, and the Commodity Futures 
Trading Commission may, by rule as provided in subsection 
(b)(2), determine. 

(5) SPONSOR.—The term to ‘‘sponsor’’ a fund means— 
(A) to serve as a general partner, managing member, or 

trustee of a fund; 
(B) in any manner to select or to control (or to have em-

ployees, officers, or directors, or agents who constitute) a 
majority of the directors, trustees, or management of a 
fund; or 

(C) to share with a fund, for corporate, marketing, pro-
motional, or other purposes, the same name or a variation 
of the same name, except as permitted under subsection 
(d)(1)(G)(vi). 

(6) TRADING ACCOUNT.—The term ‘‘trading account’’ means 
any account used for acquiring or taking positions in the secu-
rities and instruments described in paragraph (4) principally 
for the purpose of selling in the near term (or otherwise with 
the intent to resell in order to profit from short-term price 
movements), and any such other accounts as the appropriate 
Federal banking agencies, the Securities and Exchange Com-
mission, and the Commodity Futures Trading Commission 
may, by rule as provided in subsection (b)(2), determine. 

(7) ILLIQUID FUND.— 
(A) IN GENERAL.—The term ‘‘illiquid fund’’ means a 

hedge fund or private equity fund that— 
(i) as of May 1, 2010, was principally invested in, or 

was invested and contractually committed to prin-
cipally invest in, illiquid assets, such as portfolio com-
panies, real estate investments, and venture capital 
investments; and 

(ii) makes all investments pursuant to, and con-
sistent with, an investment strategy to principally in-
vest in illiquid assets. In issuing rules regarding this 
subparagraph, the Board shall take into consideration 
the terms of investment for the hedge fund or private 
equity fund, including contractual obligations, the abil-
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ity of the fund to divest of assets held by the fund, and 
any other factors that the Board determines are ap-
propriate. 

(B) HEDGE FUND.—For the purposes of this paragraph, 
the term ‘‘hedge fund’’ means any fund identified under 
subsection (h)(2), and does not include a private equity 
fund, as such term is used in section 203(m) of the Invest-
ment Advisers Act of 1940 (15 U.S.C. 80b-3(m)). 

* * * * * * * 

TRUTH IN LENDING ACT 

TITLE I—CONSUMER CREDIT COST 
DISCLOSURE 

* * * * * * * 

CHAPTER 2—CREDIT TRANSACTIONS 
* * * * * * * 

§ 129C. Minimum standards for residential mortgage loans 
(a) ABILITY TO REPAY.— 

(1) IN GENERAL.—In accordance with regulations prescribed 
by the Board, no creditor may make a residential mortgage 
loan unless the creditor makes a reasonable and good faith de-
termination based on verified and documented information 
that, at the time the loan is consummated, the consumer has 
a reasonable ability to repay the loan, according to its terms, 
and all applicable taxes, insurance (including mortgage guar-
antee insurance), and assessments. 

(2) MULTIPLE LOANS.—If the creditor knows, or has reason to 
know, that 1 or more residential mortgage loans secured by the 
same dwelling will be made to the same consumer, the creditor 
shall make a reasonable and good faith determination, based 
on verified and documented information, that the consumer 
has a reasonable ability to repay the combined payments of all 
loans on the same dwelling according to the terms of those 
loans and all applicable taxes, insurance (including mortgage 
guarantee insurance), and assessments. 

(3) BASIS FOR DETERMINATION.—A determination under this 
subsection of a consumer’s ability to repay a residential mort-
gage loan shall include consideration of the consumer’s credit 
history, current income, expected income the consumer is rea-
sonably assured of receiving, current obligations, debt-to-in-
come ratio or the residual income the consumer will have after 
paying non-mortgage debt and mortgage-related obligations, 
employment status, and other financial resources other than 
the consumer’s equity in the dwelling or real property that se-
cures repayment of the loan. A creditor shall determine the 
ability of the consumer to repay using a payment schedule that 
fully amortizes the loan over the term of the loan. 

(4) INCOME VERIFICATION.—A creditor making a residential 
mortgage loan shall verify amounts of income or assets that 

VerDate Sep 11 2014 00:37 Jul 03, 2025 Jkt 059006 PO 00000 Frm 00025 Fmt 6659 Sfmt 6601 E:\HR\OC\HR165.XXX HR165rf
re

de
ric

k 
on

 L
A

P
8L

Y
D

4G
3P

R
O

D
 w

ith
 H

E
A

R
IN

G



26 

such creditor relies on to determine repayment ability, includ-
ing expected income or assets, by reviewing the consumer’s In-
ternal Revenue Service Form W–2, tax returns, payroll re-
ceipts, financial institution records, or other third-party docu-
ments that provide reasonably reliable evidence of the con-
sumer’s income or assets. In order to safeguard against fraudu-
lent reporting, any consideration of a consumer’s income his-
tory in making a determination under this subsection shall in-
clude the verification of such income by the use of— 

(A) Internal Revenue Service transcripts of tax returns; 
or 

(B) a method that quickly and effectively verifies income 
documentation by a third party subject to rules prescribed 
by the Board. 

(5) EXEMPTION.—With respect to loans made, guaranteed, or 
insured by Federal departments or agencies identified in sub-
section (b)(3)(B)(ii), such departments or agencies may exempt 
refinancings under a streamlined refinancing from this income 
verification requirement as long as the following conditions are 
met: 

(A) The consumer is not 30 days or more past due on the 
prior existing residential mortgage loan. 

(B) The refinancing does not increase the principal bal-
ance outstanding on the prior existing residential mort-
gage loan, except to the extent of fees and charges allowed 
by the department or agency making, guaranteeing, or in-
suring the refinancing. 

(C) Total points and fees (as defined in section 
103(aa)(4), other than bona fide third party charges not re-
tained by the mortgage originator, creditor, or an affiliate 
of the creditor or mortgage originator) payable in connec-
tion with the refinancing do not exceed 3 percent of the 
total new loan amount. 

(D) The interest rate on the refinanced loan is lower 
than the interest rate of the original loan, unless the bor-
rower is refinancing from an adjustable rate to a fixed-rate 
loan, under guidelines that the department or agency shall 
establish for loans they make, guarantee, or issue. 

(E) The refinancing is subject to a payment schedule 
that will fully amortize the refinancing in accordance with 
the regulations prescribed by the department or agency 
making, guaranteeing, or insuring the refinancing. 

(F) The terms of the refinancing do not result in a bal-
loon payment, as defined in subsection (b)(2)(A)(ii). 

(G) Both the residential mortgage loan being refinanced 
and the refinancing satisfy all requirements of the depart-
ment or agency making, guaranteeing, or insuring the refi-
nancing. 

(6) NONSTANDARD LOANS.— 
(A) VARIABLE RATE LOANS THAT DEFER REPAYMENT OF 

ANY PRINCIPAL OR INTEREST.—For purposes of determining, 
under this subsection, a consumer’s ability to repay a vari-
able rate residential mortgage loan that allows or requires 
the consumer to defer the repayment of any principal or 
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interest, the creditor shall use a fully amortizing repay-
ment schedule. 

(B) INTEREST-ONLY LOANS.—For purposes of deter-
mining, under this subsection, a consumer’s ability to 
repay a residential mortgage loan that permits or requires 
the payment of interest only, the creditor shall use the 
payment amount required to amortize the loan by its final 
maturity. 

(C) CALCULATION FOR NEGATIVE AMORTIZATION.—In mak-
ing any determination under this subsection, a creditor 
shall also take into consideration any balance increase 
that may accrue from any negative amortization provision. 

(D) CALCULATION PROCESS.—For purposes of making any 
determination under this subsection, a creditor shall cal-
culate the monthly payment amount for principal and in-
terest on any residential mortgage loan by assuming— 

(i) the loan proceeds are fully disbursed on the date 
of the consummation of the loan; 

(ii) the loan is to be repaid in substantially equal 
monthly amortizing payments for principal and inter-
est over the entire term of the loan with no balloon 
payment, unless the loan contract requires more rapid 
repayment (including balloon payment), in which case 
the calculation shall be made (I) in accordance with 
regulations prescribed by the Board, with respect to 
any loan which has an annual percentage rate that 
does not exceed the average prime offer rate for a com-
parable transaction, as of the date the interest rate is 
set, by 1.5 or more percentage points for a first lien 
residential mortgage loan; and by 3.5 or more percent-
age points for a subordinate lien residential mortgage 
loan; or (II) using the contract’s repayment schedule, 
with respect to a loan which has an annual percentage 
rate, as of the date the interest rate is set, that is at 
least 1.5 percentage points above the average prime 
offer rate for a first lien residential mortgage loan; 
and 3.5 percentage points above the average prime 
offer rate for a subordinate lien residential mortgage 
loan; and 

(iii) the interest rate over the entire term of the loan 
is a fixed rate equal to the fully indexed rate at the 
time of the loan closing, without considering the intro-
ductory rate. 

(E) REFINANCE OF HYBRID LOANS WITH CURRENT LEND-
ER.—In considering any application for refinancing an ex-
isting hybrid loan by the creditor into a standard loan to 
be made by the same creditor in any case in which there 
would be a reduction in monthly payment and the mort-
gagor has not been delinquent on any payment on the ex-
isting hybrid loan, the creditor may— 

(i) consider the mortgagor’s good standing on the ex-
isting mortgage; 

(ii) consider if the extension of new credit would pre-
vent a likely default should the original mortgage 
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reset and give such concerns a higher priority as an 
acceptable underwriting practice; and 

(iii) offer rate discounts and other favorable terms to 
such mortgagor that would be available to new cus-
tomers with high credit ratings based on such under-
writing practice. 

(7) FULLY-INDEXED RATE DEFINED.—For purposes of this sub-
section, the term ‘‘fully indexed rate’’ means the index rate pre-
vailing on a residential mortgage loan at the time the loan is 
made plus the margin that will apply after the expiration of 
any introductory interest rates. 

(8) REVERSE MORTGAGES AND BRIDGE LOANS.—This sub-
section shall not apply with respect to any reverse mortgage or 
temporary or bridge loan with a term of 12 months or less, in-
cluding to any loan to purchase a new dwelling where the con-
sumer plans to sell a different dwelling within 12 months. 

(9) SEASONAL INCOME.—If documented income, including in-
come from a small business, is a repayment source for a resi-
dential mortgage loan, a creditor may consider the seasonality 
and irregularity of such income in the underwriting of and 
scheduling of payments for such credit. 

(b) PRESUMPTION OF ABILITY TO REPAY.— 
(1) IN GENERAL.—Any creditor with respect to any residential 

mortgage loan, and any assignee of such loan subject to liabil-
ity under this title, may presume that the loan has met the re-
quirements of subsection (a), if the loan is a qualified mort-
gage. 

(2) DEFINITIONS.—For purposes of this subsection, the fol-
lowing definitions shall apply: 

(A) QUALIFIED MORTGAGE.—The term ‘‘qualified mort-
gage’’ means any residential mortgage loan— 

(i) for which the regular periodic payments for the 
loan may not— 

(I) result in an increase of the principal balance; 
or 

(II) except as provided in subparagraph (E), 
allow the consumer to defer repayment of prin-
cipal; 

(ii) except as provided in subparagraph (E), the 
terms of which do not result in a balloon payment, 
where a ‘‘balloon payment’’ is a scheduled payment 
that is more than twice as large as the average of ear-
lier scheduled payments; 

(iii) for which the income and financial resources re-
lied upon to qualify the obligors on the loan are 
verified and documented; 

(iv) in the case of a fixed rate loan, for which the un-
derwriting process is based on a payment schedule 
that fully amortizes the loan over the loan term and 
takes into account all applicable taxes, insurance, and 
assessments; 

(v) in the case of an adjustable rate loan, for which 
the underwriting is based on the maximum rate per-
mitted under the loan during the first 5 years, and a 
payment schedule that fully amortizes the loan over 
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the loan term and takes into account all applicable 
taxes, insurance, and assessments; 

(vi) that complies with any guidelines or regulations 
established by the Board relating to ratios of total 
monthly debt to monthly income or alternative meas-
ures of ability to pay regular expenses after payment 
of total monthly debt, taking into account the income 
levels of the borrower and such other factors as the 
Board may determine relevant and consistent with the 
purposes described in paragraph (3)(B)(i); 

(vii) for which the total points and fees (as defined 
in subparagraph (C)) payable in connection with the 
loan do not exceed 3 percent of the total loan amount; 

(viii) for which the term of the loan does not exceed 
30 years, except as such term may be extended under 
paragraph (3), such as in high-cost areas; and 

(ix) in the case of a reverse mortgage (except for the 
purposes of subsection (a) of section 129C, to the ex-
tent that such mortgages are exempt altogether from 
those requirements), a reverse mortgage which meets 
the standards for a qualified mortgage, as set by the 
Board in rules that are consistent with the purposes 
of this subsection. 

(B) AVERAGE PRIME OFFER RATE.—The term ‘‘average 
prime offer rate’’ means the average prime offer rate for a 
comparable transaction as of the date on which the inter-
est rate for the transaction is set, as published by the 
Board.. 

(C) POINTS AND FEES.— 
(i) IN GENERAL.—For purposes of subparagraph (A), 

the term ‘‘points and fees’’ means points and fees as 
defined by section 103(aa)(4) (other than bona fide 
third party charges not retained by the mortgage origi-
nator, creditor, or an affiliate of the creditor or mort-
gage originator). 

(ii) COMPUTATION.—For purposes of computing the 
total points and fees under this subparagraph, the 
total points and fees shall exclude either of the 
amounts described in the following subclauses, but not 
both: 

(I) Up to and including 2 bona fide discount 
points payable by the consumer in connection with 
the mortgage, but only if the interest rate from 
which the mortgage’s interest rate will be dis-
counted does not exceed by more than 1 percent-
age point the average prime offer rate. 

(II) Unless 2 bona fide discount points have 
been excluded under subclause (I), up to and in-
cluding 1 bona fide discount point payable by the 
consumer in connection with the mortgage, but 
only if the interest rate from which the mortgage’s 
interest rate will be discounted does not exceed by 
more than 2 percentage points the average prime 
offer rate. 
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(iii) BONA FIDE DISCOUNT POINTS DEFINED.—For pur-
poses of clause (ii), the term ‘‘bona fide discount 
points’’ means loan discount points which are know-
ingly paid by the consumer for the purpose of reduc-
ing, and which in fact result in a bona fide reduction 
of, the interest rate or time-price differential applica-
ble to the mortgage. 

(iv) INTEREST RATE REDUCTION.—Subclauses (I) and 
(II) of clause (ii) shall not apply to discount points 
used to purchase an interest rate reduction unless the 
amount of the interest rate reduction purchased is rea-
sonably consistent with established industry norms 
and practices for secondary mortgage market trans-
actions. 

(D) SMALLER LOANS.—The Board shall prescribe rules 
adjusting the criteria under subparagraph (A)(vii) in order 
to permit lenders that extend smaller loans to meet the re-
quirements of the presumption of compliance under para-
graph (1). In prescribing such rules, the Board shall con-
sider the potential impact of such rules on rural areas and 
other areas where home values are lower. 

(E) BALLOON LOANS.—The Board may, by regulation, 
provide that the term ‘‘qualified mortgage’’ includes a bal-
loon loan— 

(i) that meets all of the criteria for a qualified mort-
gage under subparagraph (A) (except clauses (i)(II), 
(ii), (iv), and (v) of such subparagraph); 

(ii) for which the creditor makes a determination 
that the consumer is able to make all scheduled pay-
ments, except the balloon payment, out of income or 
assets other than the collateral; 

(iii) for which the underwriting is based on a pay-
ment schedule that fully amortizes the loan over a pe-
riod of not more than 30 years and takes into account 
all applicable taxes, insurance, and assessments; and 

(iv) that is extended by a creditor that— 
(I) operates in rural or underserved areas; 
(II) together with all affiliates, has total annual 

residential mortgage loan originations that do not 
exceed a limit set by the Board; 

(III) retains the balloon loans in portfolio; and 
(IV) meets any asset size threshold and any 

other criteria as the Board may establish, con-
sistent with the purposes of this subtitle. 

(F) SAFE HARBOR.— 
(i) DEFINITIONS.—In this subparagraph— 

(I) the term ‘‘covered institution’’ means an in-
sured depository institution or an insured credit 
union that, together with its affiliates, has less 
than ø$10,000,000,000¿ $50,000,000,000 in total 
consolidated assets; 

(II) the term ‘‘insured credit union’’ has the 
meaning given the term in section 101 of the Fed-
eral Credit Union Act (12 U.S.C. 1752); 
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(III) the term ‘‘insured depository institution’’ 
has the meaning given the term in section 3 of the 
Federal Deposit Insurance Act (12 U.S.C. 1813); 

(IV) the term ‘‘interest-only’’ means that, under 
the terms of the legal obligation, one or more of 
the periodic payments may be applied solely to ac-
crued interest and not to loan principal; and 

(V) the term ‘‘negative amortization’’ means 
payment of periodic payments that will result in 
an increase in the principal balance under the 
terms of the legal obligation. 

(ii) SAFE HARBOR.—In this section— 
(I) the term‘‘qualified mortgage’’ includes any 

residential mortgage loan— 
(aa) that is originated and retained in port-

folio by a covered institution; 
(bb) that is in compliance with the limita-

tions with respect to prepayment penalties de-
scribed in subsections (c)(1) and (c)(3); 

(cc) that is in compliance with the require-
ments of clause (vii) of subparagraph (A); 

(dd) that does not have negative amortiza-
tion or interest-only features; and 

(ee) for which the covered institution con-
siders and documents the debt, income, and 
financial resources of the consumer in accord-
ance with clause (iv); and 

(II) a residential mortgage loan described in 
subclause (I) shall be deemed to meet the require-
ments of subsection (a). 

(iii) EXCEPTION FOR CERTAIN TRANSFERS.—A residen-
tial mortgage loan described in clause (ii)(I) shall not 
qualify for the safe harbor under clause (ii) if the legal 
title to the residential mortgage loan is sold, assigned, 
or otherwise transferred to another person unless the 
residential mortgage loan is sold, assigned, or other-
wise transferred— 

(I) to another person by reason of the bank-
ruptcy or failure of a covered institution; 

(II) to a covered institution so long as the loan 
is retained in portfolio by the covered institution 
to which the loan is sold, assigned, or otherwise 
transferred; 

(III) pursuant to a merger of a covered institu-
tion with another person or the acquisition of a 
covered institution by another person or of an-
other person by a covered institution, so long as 
the loan is retained in portfolio by the person to 
whom the loan is sold, assigned, or otherwise 
transferred; or 

(IV) to a wholly owned subsidiary of a covered 
institution, provided that, after the sale, assign-
ment, or transfer, the residential mortgage loan is 
considered to be an asset of the covered institution 
for regulatory accounting purposes. 
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(iv) CONSIDERATION AND DOCUMENTATION REQUIRE-
MENTS.—The consideration and documentation re-
quirements described in clause (ii)(I)(ee) shall— 

(I) not be construed to require compliance with, 
or documentation in accordance with, appendix Q 
to part 1026 of title 12, Code of Federal Regula-
tions, or any successor regulation; and 

(II) be construed to permit multiple methods of 
documentation. 

(3) REGULATIONS.— 
(A) IN GENERAL.—The Board shall prescribe regulations 

to carry out the purposes of this subsection. 
(B) REVISION OF SAFE HARBOR CRITERIA.— 

(i) IN GENERAL.—The Board may prescribe regula-
tions that revise, add to, or subtract from the criteria 
that define a qualified mortgage upon a finding that 
such regulations are necessary or proper to ensure 
that responsible, affordable mortgage credit remains 
available to consumers in a manner consistent with 
the purposes of this section, necessary and appropriate 
to effectuate the purposes of this section and section 
129B, to prevent circumvention or evasion thereof, or 
to facilitate compliance with such sections. 

(ii) LOAN DEFINITION.—The following agencies shall, 
in consultation with the Board, prescribe rules defin-
ing the types of loans they insure, guarantee, or ad-
minister, as the case may be, that are qualified mort-
gages for purposes of paragraph (2)(A), and such rules 
may revise, add to, or subtract from the criteria used 
to define a qualified mortgage under paragraph (2)(A), 
upon a finding that such rules are consistent with the 
purposes of this section and section 129B, to prevent 
circumvention or evasion thereof, or to facilitate com-
pliance with such sections: 

(I) The Department of Housing and Urban De-
velopment, with regard to mortgages insured 
under the National Housing Act (12 U.S.C. 1707 
et seq.). 

(II) The Department of Veterans Affairs, with 
regard to a loan made or guaranteed by the Sec-
retary of Veterans Affairs. 

(III) The Department of Agriculture, with re-
gard loans guaranteed by the Secretary of Agri-
culture pursuant to 42 U.S.C. 1472(h). 

(IV) The Rural Housing Service, with regard to 
loans insured by the Rural Housing Service. 

(C) CONSIDERATION OF UNDERWRITING REQUIREMENTS 
FOR PROPERTY ASSESSED CLEAN ENERGY FINANCING.— 

(i) DEFINITION.—In this subparagraph, the term 
‘‘Property Assessed Clean Energy financing’’ means fi-
nancing to cover the costs of home improvements that 
results in a tax assessment on the real property of the 
consumer. 

(ii) REGULATIONS.—The Bureau shall prescribe regu-
lations that carry out the purposes of subsection (a) 
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and apply section 130 with respect to violations under 
subsection (a) of this section with respect to Property 
Assessed Clean Energy financing, which shall account 
for the unique nature of Property Assessed Clean En-
ergy financing. 

(iii) COLLECTION OF INFORMATION AND CONSULTA-
TION.—In prescribing the regulations under this sub-
paragraph, the Bureau— 

(I) may collect such information and data that 
the Bureau determines is necessary; and 

(II) shall consult with State and local govern-
ments and bond-issuing authorities. 

(c) PROHIBITION ON CERTAIN PREPAYMENT PENALTIES.— 
(1) PROHIBITED ON CERTAIN LOANS.— 

(A) IN GENERAL.—A residential mortgage loan that is not 
a ‘‘qualified mortgage’’, as defined under subsection (b)(2), 
may not contain terms under which a consumer must pay 
a prepayment penalty for paying all or part of the prin-
cipal after the loan is consummated. 

(B) EXCLUSIONS.—For purposes of this subsection, a 
‘‘qualified mortgage’’ may not include a residential mort-
gage loan that— 

(i) has an adjustable rate; or 
(ii) has an annual percentage rate that exceeds the 

average prime offer rate for a comparable transaction, 
as of the date the interest rate is set— 

(I) by 1.5 or more percentage points, in the case 
of a first lien residential mortgage loan having a 
original principal obligation amount that is equal 
to or less than the amount of the maximum limi-
tation on the original principal obligation of mort-
gage in effect for a residence of the applicable size, 
as of the date of such interest rate set, pursuant 
to the 6th sentence of section 305(a)(2) the Fed-
eral Home Loan Mortgage Corporation Act (12 
U.S.C. 1454(a)(2)); 

(II) by 2.5 or more percentage points, in the case 
of a first lien residential mortgage loan having a 
original principal obligation amount that is more 
than the amount of the maximum limitation on 
the original principal obligation of mortgage in ef-
fect for a residence of the applicable size, as of the 
date of such interest rate set, pursuant to the 6th 
sentence of section 305(a)(2) the Federal Home 
Loan Mortgage Corporation Act (12 U.S.C. 
1454(a)(2)); and 

(III) by 3.5 or more percentage points, in the 
case of a subordinate lien residential mortgage 
loan. 

(2) PUBLICATION OF AVERAGE PRIME OFFER RATE AND APR 
THRESHOLDS.—The Board— 

(A) shall publish, and update at least weekly, average 
prime offer rates; 

(B) may publish multiple rates based on varying types of 
mortgage transactions; and 
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(C) shall adjust the thresholds established under sub-
clause (I), (II), and (III) of paragraph (1)(B)(ii) as necessary 
to reflect significant changes in market conditions and to 
effectuate the purposes of the Mortgage Reform and Anti- 
Predatory Lending Act. 

(3) PHASED-OUT PENALTIES ON QUALIFIED MORTGAGES.—A 
qualified mortgage (as defined in subsection (b)(2)) may not 
contain terms under which a consumer must pay a prepayment 
penalty for paying all or part of the principal after the loan is 
consummated in excess of the following limitations: 

(A) During the 1-year period beginning on the date the 
loan is consummated, the prepayment penalty shall not ex-
ceed an amount equal to 3 percent of the outstanding bal-
ance on the loan. 

(B) During the 1-year period beginning after the period 
described in subparagraph (A), the prepayment penalty 
shall not exceed an amount equal to 2 percent of the out-
standing balance on the loan. 

(C) During the 1-year period beginning after the 1-year 
period described in subparagraph (B), the prepayment pen-
alty shall not exceed an amount equal to 1 percent of the 
outstanding balance on the loan. 

(D) After the end of the 3-year period beginning on the 
date the loan is consummated, no prepayment penalty may 
be imposed on a qualified mortgage. 

(4) OPTION FOR NO PREPAYMENT PENALTY REQUIRED.—A cred-
itor may not offer a consumer a residential mortgage loan 
product that has a prepayment penalty for paying all or part 
of the principal after the loan is consummated as a term of the 
loan without offering the consumer a residential mortgage loan 
product that does not have a prepayment penalty as a term of 
the loan. 

(d) SINGLE PREMIUM CREDIT INSURANCE PROHIBITED.—No cred-
itor may finance, directly or indirectly, in connection with any resi-
dential mortgage loan or with any extension of credit under an 
open end consumer credit plan secured by the principal dwelling of 
the consumer, any credit life, credit disability, credit unemploy-
ment, or credit property insurance, or any other accident, loss-of- 
income, life, or health insurance, or any payments directly or indi-
rectly for any debt cancellation or suspension agreement or con-
tract, except that— 

(1) insurance premiums or debt cancellation or suspension 
fees calculated and paid in full on a monthly basis shall not 
be considered financed by the creditor; and 

(2) this subsection shall not apply to credit unemployment 
insurance for which the unemployment insurance premiums 
are reasonable, the creditor receives no direct or indirect com-
pensation in connection with the unemployment insurance pre-
miums, and the unemployment insurance premiums are paid 
pursuant to another insurance contract and not paid to an af-
filiate of the creditor. 

(e) ARBITRATION.— 
(1) IN GENERAL.—No residential mortgage loan and no exten-

sion of credit under an open end consumer credit plan secured 
by the principal dwelling of the consumer may include terms 
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which require arbitration or any other nonjudicial procedure as 
the method for resolving any controversy or settling any claims 
arising out of the transaction. 

(2) POST-CONTROVERSY AGREEMENTS.—Subject to paragraph 
(3), paragraph (1) shall not be construed as limiting the right 
of the consumer and the creditor or any assignee to agree to 
arbitration or any other nonjudicial procedure as the method 
for resolving any controversy at any time after a dispute or 
claim under the transaction arises. 

(3) NO WAIVER OF STATUTORY CAUSE OF ACTION.—No provi-
sion of any residential mortgage loan or of any extension of 
credit under an open end consumer credit plan secured by the 
principal dwelling of the consumer, and no other agreement be-
tween the consumer and the creditor relating to the residential 
mortgage loan or extension of credit referred to in paragraph 
(1), shall be applied or interpreted so as to bar a consumer 
from bringing an action in an appropriate district court of the 
United States, or any other court of competent jurisdiction, 
pursuant to section 130 or any other provision of law, for dam-
ages or other relief in connection with any alleged violation of 
this section, any other provision of this title, or any other Fed-
eral law. 

(f) MORTGAGES WITH NEGATIVE AMORTIZATION.—No creditor may 
extend credit to a borrower in connection with a consumer credit 
transaction under an open or closed end consumer credit plan se-
cured by a dwelling or residential real property that includes a 
dwelling, other than a reverse mortgage, that provides or permits 
a payment plan that may, at any time over the term of the exten-
sion of credit, result in negative amortization unless, before such 
transaction is consummated— 

(1) the creditor provides the consumer with a statement 
that— 

(A) the pending transaction will or may, as the case may 
be, result in negative amortization; 

(B) describes negative amortization in such manner as 
the Board shall prescribe; 

(C) negative amortization increases the outstanding 
principal balance of the account; and 

(D) negative amortization reduces the consumer’s equity 
in the dwelling or real property; and 

(2) in the case of a first-time borrower with respect to a resi-
dential mortgage loan that is not a qualified mortgage, the 
first-time borrower provides the creditor with sufficient docu-
mentation to demonstrate that the consumer received home-
ownership counseling from organizations or counselors certified 
by the Secretary of Housing and Urban Development as com-
petent to provide such counseling. 

(g) PROTECTION AGAINST LOSS OF ANTI-DEFICIENCY PROTEC-
TION.— 

(1) DEFINITION.—For purposes of this subsection, the term 
‘‘anti-deficiency law’’ means the law of any State which pro-
vides that, in the event of foreclosure on the residential prop-
erty of a consumer securing a mortgage, the consumer is not 
liable, in accordance with the terms and limitations of such 
State law, for any deficiency between the sale price obtained 
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on such property through foreclosure and the outstanding bal-
ance of the mortgage. 

(2) NOTICE AT TIME OF CONSUMMATION.—In the case of any 
residential mortgage loan that is, or upon consummation will 
be, subject to protection under an anti-deficiency law, the cred-
itor or mortgage originator shall provide a written notice to the 
consumer describing the protection provided by the anti-defi-
ciency law and the significance for the consumer of the loss of 
such protection before such loan is consummated. 

(3) NOTICE BEFORE REFINANCING THAT WOULD CAUSE LOSS OF 
PROTECTION.—In the case of any residential mortgage loan that 
is subject to protection under an anti-deficiency law, if a cred-
itor or mortgage originator provides an application to a con-
sumer, or receives an application from a consumer, for any 
type of refinancing for such loan that would cause the loan to 
lose the protection of such anti-deficiency law, the creditor or 
mortgage originator shall provide a written notice to the con-
sumer describing the protection provided by the anti-deficiency 
law and the significance for the consumer of the loss of such 
protection before any agreement for any such refinancing is 
consummated. 

(h) POLICY REGARDING ACCEPTANCE OF PARTIAL PAYMENT.—In 
the case of any residential mortgage loan, a creditor shall disclose 
prior to settlement or, in the case of a person becoming a creditor 
with respect to an existing residential mortgage loan, at the time 
such person becomes a creditor— 

(1) the creditor’s policy regarding the acceptance of partial 
payments; and 

(2) if partial payments are accepted, how such payments will 
be applied to such mortgage and if such payments will be 
placed in escrow. 

(i) TIMESHARE PLANS.—This section and any regulations promul-
gated under this section do not apply to an extension of credit re-
lating to a plan described in section 101(53D) of title 11, United 
States Code. 

* * * * * * * 

ECONOMIC GROWTH, REGULATORY RELIEF, AND 
CONSUMER PROTECTION ACT 

* * * * * * * 

TITLE II—REGULATORY RELIEF AND 
PROTECTING CONSUMER ACCESS TO 
CREDIT 

SEC. 201. CAPITAL SIMPLIFICATION FOR QUALIFYING COMMUNITY 
BANKS. 

(a) DEFINITIONS.—In this section: 
(1) COMMUNITY BANK LEVERAGE RATIO.—The term ‘‘Commu-

nity Bank Leverage Ratio’’ means the ratio of the tangible eq-
uity capital of a qualifying community bank, as reported on the 
qualifying community bank’s applicable regulatory filing with 
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the qualifying community bank’s appropriate Federal banking 
agency, to the average total consolidated assets of the quali-
fying community bank, as reported on the qualifying commu-
nity bank’s applicable regulatory filing with the qualifying 
community bank’s appropriate Federal banking agency. 

(2) GENERALLY APPLICABLE LEVERAGE CAPITAL REQUIRE-
MENTS; GENERALLY APPLICABLE RISK-BASED CAPITAL REQUIRE-
MENTS.—The terms ‘‘generally applicable leverage capital re-
quirements’’ and ‘‘generally applicable risk-based capital re-
quirements’’ have the meanings given those terms in section 
171(a) of the Financial Stability Act of 2010 (12 U.S.C. 
5371(a)). 

(3) QUALIFYING COMMUNITY BANK.— 
(A) ASSET THRESHOLD.—The term ‘‘qualifying community 

bank’’ means a depository institution or depository institu-
tion holding company with total consolidated assets of less 
than ø$10,000,000,000¿ $50,000,000,000. 

(B) RISK PROFILE.—The appropriate Federal banking 
agencies may determine that a depository institution or 
depository institution holding company (or a class of depos-
itory institutions or depository institution holding compa-
nies) described in subparagraph (A) is not a qualifying 
community bank based on the depository institution’s or 
depository institution holding company’s risk profile, which 
shall be based on consideration of— 

(i) off-balance sheet exposures; 
(ii) trading assets and liabilities; 
(iii) total notional derivatives exposures; and 
(iv) such other factors as the appropriate Federal 

banking agencies determine appropriate. 
(b) COMMUNITY BANK LEVERAGE RATIO.—The appropriate Fed-

eral banking agencies shall, through notice and comment rule mak-
ing under section 553 of title 5, United States Code— 

(1) develop a Community Bank Leverage Ratio of not less 
than 8 percent and not more than 10 percent for qualifying 
community banks; and 

(2) establish procedures for treatment of a qualifying commu-
nity bank that has a Community Bank Leverage Ratio that 
falls below the percentage developed under paragraph (1) after 
exceeding the percentage developed under paragraph (1). 

(c) CAPITAL COMPLIANCE.— 
(1) IN GENERAL.—Any qualifying community bank that ex-

ceeds the Community Bank Leverage Ratio developed under 
subsection (b)(1) shall be considered to have met— 

(A) the generally applicable leverage capital require-
ments and the generally applicable risk-based capital re-
quirements; 

(B) in the case of a qualifying community bank that is 
a depository institution, the capital ratio requirements 
that are required in order to be considered well capitalized 
under section 38 of the Federal Deposit Insurance Act (12 
U.S.C. 1831o) and any regulation implementing that sec-
tion; and 

(C) any other capital or leverage requirements to which 
the qualifying community bank is subject. 
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(2) EXISTING AUTHORITIES.—Nothing in paragraph (1) shall 
limit the authority of the appropriate Federal banking agencies 
as in effect on the date of enactment of this Act. 

(d) CONSULTATION.—The appropriate Federal banking agencies 
shall— 

(1) consult with the applicable State bank supervisors in car-
rying out this section; and 

(2) notify the applicable State bank supervisor of any quali-
fying community bank that it supervises that exceeds, or does 
not exceed after previously exceeding, the Community Bank 
Leverage ratio developed under subsection (b)(1). 

* * * * * * * 
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1 FDIC, Quarterly Banking Profile (Dec. 31, 2024); NCUA, Quarterly Data Summary Reports 
(Dec. 31, 2024); CFPB, Institutions subject to CFPB supervisory authority (Dec. 2024). 

2 See BLS, CPI Inflation Calculator, July 2010 to April 2025 (accessed May 16, 2025). 
3 See BLS, CPI Inflation Calculator, May 2018 to April 2025 (accessed May 16, 2025). 
4 CFPB, Institutions subject to CFPB supervisory authority (Dec. 2024). 
5 AFR, Letter to FSC (May 16, 2024). 

MINORITY VIEWS 

This bill would raise the minimum threshold from $10 billion to 
$50 billion in total assets for depository institutions to be exempt 
from CFPB supervision, Qualified Mortgage (QM) requirements, 
and the Volcker Rule’s prohibition on proprietary trading. It would 
also expand the Community Bank Leverage Ratio (CBLR), allowing 
banks with up to $50 billion to be exempt from other risk-based 
and leverage ratio requirements if they meet the CBLR, currently 
set at 9%. This bill would exempt 70% of the largest banks from 
these requirements. According to the latest data, simply adjusting 
for inflation would suggest those thresholds should only increase to 
about $14.7 billion, not quintupling those thresholds. 

Of the 8,942 banks and credit unions in the country, only 179 
(2%) have more than $10 billion in assets.1 It is unclear what the 
justification is to dramatically raise these $10 billion thresholds by 
500% to $50 billion. Many of these thresholds were set in July 
2010, when Congress passed the Dodd-Frank Wall Street Reform 
and Consumer Protection Act into law. According to the latest data, 
simply adjusting for inflation would suggest those thresholds 
should only increase to about $14.7 billion,2 not quintupling those 
thresholds. The CBLR threshold was established by Congress in 
May 2018, which in today’s dollars would be about $12.75 billion.3 
For comparison, of the 179 depository institutions with more than 
$10 billion in assets, there are 41 depository institutions (23%) 
with between $10 billion and $15 billion in assets, and there are 
127 depository institutions (70%) with between $10 billion and $50 
billion in assets.4 

Consumer groups like Americans for Financial Reform (AFR) and 
Public Citizen oppose the bill. When a similar bill was considered 
by the Committee last year, AFR wrote, ‘‘Safety and soundness and 
consumer protection oversight will suffer substantially from these 
changes. The banking agencies have acknowledged that clusters of 
midsize banks with similar concentrations are vulnerable to con-
tagion. This may include some firms’ overreliance on uninsured de-
posits on the liability side, and vulnerable or opaque loans or secu-
rities concentrations on the asset side of the balance sheet. This 
also includes weakened CRE portfolios and rising loan exposures to 
non- bank financial institutions.’’ 5 

During the debate, Ranking Member Waters offered an amend-
ment to stipulate that the bill would not take effect unless CFPB 
certifies they have at least the average number of supervisory and 
examination staff that are performing their supervisory and exam-
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ination duties, including conducting at least the average frequency 
of exams for CFPB’s supervised entities during Mick Mulvaney and 
Kathy Kraninger’s tenure leading the CFPB during Trump’s first 
term, when they felt compelled to follow the law and still had at 
least 1,400 employees on staff carrying out the CFPB’s mission. 
This amendment was rejected by Republicans. 

For these reasons, we oppose H.R. 3320. 
Sincerely, 

MAXINE WATERS, 
Ranking Member. 

NYDIA M. VELÁZQUEZ, 
AL GREEN, 
BILL FOSTER, 
JUAN VARGAS, 
STEPHEN F. LYNCH, 
EMANUEL CLEAVER, II, 
JOYCE BEATTY, 
RASHIDA TLAIB, 
SYLVIA R. GARCIA, 
NIKEMA WILLIAMS, 

Members of Congress. 

Æ 
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