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Notice Regarding How to Include Information on the Dodd-Frank Act in 
Course Content 

Purpose 

The purpose of this notice to provide guidance about how to include accurate information on the 
Dodd-Frank Act in course material given that many of the rules associated with implementing 
the law are still being written.  The intent of this notice is to ensure providers and MLOs have an 
understanding of what aspects of the law are currently in effect, and what is pending (and 
therefor still subject to interpretation by the respective agency responsible for rule making).  
Ultimately, the goal of this notice is to ensure course providers, when providing instruction on 
Dodd-Frank, impress upon MLOs the difference between “fact and speculation” about current 
and pending changes of mortgage lending laws. 

Discussion 

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd Frank Act) is making 
and has made many changes in residential mortgage lending.   Several existing laws and rules are 
and will continue to be changed as the rule-making process associated with provisions of the act 
is carried out.  As course providers, it is important to ensure MLOs who are engaged in the 
business of making residential mortgage loans do so in accordance with the laws and rules which 
govern their operation as they are currently in effect. Many changes associated with Dodd-
Frank are to be phased in over time so as to allow those engaged in the business sufficient time 
to modify their business practices to stay in compliance. Accordingly, new rules pertaining to 
mortgage lending will continue to be written and implemented over the next several years – 
keeping abreast of these changes and communicating them to MLOs will remain challenging.  
Therefore when preparing courses for presentation to new or experienced MLOs it is important 
to ensure course material is researched and presentation accurately.  

For example, provisions of Dodd Frank amend the rules regarding “high cost” mortgages. The 
“trigger point” definitions of what constitutes a high cost loan were changed in Dodd-Frank: 
 

SEC. 1431. DEFINITIONS RELATING TO HIGH-COST MORTGAGES. 
(a) HIGH-COST MORTGAGE DEFINED.—Section 103(aa) of the Truth in Lending 
Act (15 U.S.C. 1602(aa)) is amended by striking all that precedes paragraph (2) and 
inserting the following: 
‘‘(aa) HIGH-COST MORTGAGE.— 
‘‘(1) DEFINITION.— 
‘‘(A) IN GENERAL.—The term ‘high-cost mortgage’, and a mortgage referred to in this 
subsection, means a consumer credit transaction that is secured by the consumer’s 
principal dwelling, other than a reverse mortgage transaction, if— 
‘‘(i) in the case of a credit transaction secured— 
‘‘(I) by a first mortgage on the consumer’s principal dwelling, the annual percentage rate 
at consummation of the transaction will exceed by more than 6.5 percentage points (8.5 
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percentage points, if the dwelling is personal property and the transaction is for less than 
$50,000) the average prime offer rate, as defined in section 129C(b)(2)(B), for a 
comparable transaction; or 
‘‘(II) by a subordinate or junior mortgage on the consumer’s principal dwelling, the 
annual percentage rate at consummation of the transaction will exceed by more than 8.5 
percentage points the average prime offer rate, as defined in section 129C(b)(2)(B), for a 
comparable transaction; [emphasis added] 

 
It is fairly easy to read and see what Dodd-Frank is doing to change the definition of high-cost 
mortgages; however, the details provide additional critical information important to the 
implementation of the definition:  
 

Dodd Frank SEC. 1096. AMENDMENTS TO THE HOME OWNERSHIP AND 
EQUITY PROTECTION ACT OF 1994. 
The Home Ownership and Equity Protection Act of 1994 (15 U.S.C. 1601 note) is 
amended— (1) in section 158(a), by striking ‘‘Board of Governors of the Federal Reserve 
System, in consultation with the Consumer Advisory Council of the Board’’ and inserting 
‘‘Bureau, in consultation with the Advisory Board to the Bureau’’; and (2) in section 
158(b), by striking ‘‘Board of Governors of the Federal Reserve System’’ and inserting 
‘‘Bureau’’.  
And  
Sec. 1061 TRANSFER OF CONSUMER FINANCIAL PROTECTION 
FUNCTIONS. 
(a) DEFINED TERMS.—For purposes of this subtitle— 
(1) the term ‘‘consumer financial protection functions’’ means— 

(A) all authority to prescribe rules or issue orders or guidelines pursuant to any 
Federal consumer financial law, including performing appropriate functions to 
promulgate and review such rules, orders, and guidelines; and 

(B) the examination authority described in subsection (c)(1), with respect to a 
person described in subsection 1025(a); and 
(2) the terms ‘‘transferor agency’’ and ‘‘transferor agencies’’ mean, respectively— 

(A) the Board of Governors (and any Federal reserve bank, as the context 
requires), the Federal Deposit Insurance Corporation, the Federal Trade Commission, the 
National Credit Union Administration, the Office of the Comptroller of the Currency, the 
Office of Thrift Supervision, and the Department of Housing and Urban Development, 
and the heads of those agencies; and 

(B) the agencies listed in subparagraph (A), collectively.  
 
Now we see that Dodd Frank has made a change to the law and to the agency which writes the 
regulations to interpret and enforce that law, and administration and enforcement of the TILA 
has been transferred to the Consumer Financial Protection Bureau. By examining the Code of 
Federal Regulations, we can determine when that occurred (July of 2011). Therefore as of that 
date the CFPB took over the administrative functions regarding the TILA and Regulation Z 
previously issued by the Federal Reserve Board. They then republished the Regulation Z portion 
dealing with “high cost” loans codified previously at 12 CFR 226.32 as 12 CFR 1026.32.  
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Until the trigger points as defined in Dodd Frank are implemented by the CFPB in accordance 
with the procedures it must go through to make the changes (which changes will incorporate the 
provisions as required by Dodd Frank), we all must operate in accordance with those rules as 
they currently exist with respect to high cost loans which are as follows:  

§ 1026.32 Requirements for certain closed-end home mortgages. 

(a) Coverage. (1) Except as provided in paragraph (a)(2) of this section, the requirements 
of this section apply to a consumer credit transaction that is secured by the consumer's 
principal dwelling, and in which either: 

(i) The annual percentage rate at consummation will exceed by more than 8 percentage 
points for first-lien loans, or by more than 10 percentage points for subordinate-lien 
loans, the yield on Treasury securities having comparable periods of maturity to the loan 
maturity as of the fifteenth day of the month immediately preceding the month in which 
the application for the extension of credit is received by the creditor; or [emphasis added] 

(ii) The total points and fees payable by the consumer at or before loan closing will 
exceed the greater of 8 percent of the total loan amount, or $400; the $400 figure shall be 
adjusted annually on January 1 by the annual percentage change in the Consumer Price 
Index that was reported on the preceding June 1. 

Instruction 
 
When you are teaching about high cost mortgages, the trigger points have not yet changed and 
MLOs are still required to determine if the loan exceeds the Treasury security yield by 8 or 10 
percent NOT the Average Prime Offer Rate by 6.5 or 8.5%.  This will change but please ensure 
instruction is on the present or critique the correct information as is and, if you wish, as it will 
be. If you add the “will be” ensure it is very clear that it is not now so that students do not 
misinterpret the rules.  
 
Please also note that the same issue surrounds many of the other changes made in Dodd Frank, 
but not yet implemented, so it’s important to ensure that all updates are correct. 


	§ 1026.32 Requirements for certain closed-end home mortgages.

