
 

 

The Consumer Financial Protection Bureau 

(“CFPB”) issued an interim final rule under 

a provision of Congress’s Transportation 

Bill enacted last December (title LXXXIX 

of the Fixing America’s Surface 

Transportation Act or FAST Act
1
) titled the 

Helping Expand Lending Practices in Rural 

Communities Act (the HELP Rural 

Communities Act or hereafter, the “Act”). 

The purpose of the Act is to expand the 

number of small creditors, if they operate in 

rural or underserved areas, that qualify for 

exemptions from restrictions related to 

qualified mortgages and the ability-to-repay 

rules under the Truth in Lending Act 

(“TILA”) and Regulation Z.  

 

The CFPB had previously exercised its 

authority under TILA to provide that a 

qualified mortgage may include a balloon 

loan that is made by a small creditor 

operating predominantly in rural or 

underserved areas.
2
 It also exempted certain 

small creditors
3
 that operate predominantly 

in rural or underserved areas from the 

                                                           
1
 Public Law 114–94. 

2
 12 CFR Section 1026.43(f). 

3
 Generally, a small creditor is one that (i) 

with its affiliates, extended no more than 

2,000 covered transactions; and (ii) had total 

assets of less than $2 billion, as adjusted 

annually. See Section 1026.35(b)(2)(iii) as 

to the escrow requirement, and Section 12 

CFR 1026.43(f)(1)(vi) as to the balloon 

payment provision, which refers back to the 

escrow requirement definition. 

requirement to establish an escrow account 

under TILA section 129D(a) for high priced 

mortgages.
4
    

 

Under the interim final rule a creditor 

satisfies the “rural or underserved” test if it 

originated a covered transaction
5
 located in a 

rural or underserved area (see new definition 

below) in the preceding calendar year or, if 

the application for the transaction was 

received before April 1 of the current 

calendar year, during either of the two 

preceding calendar years. The application 

date cutoff is intended to provide creditors 

with a grace period if they meet the rural-or-

underserved test in one calendar year but not 

in the next calendar year. The operating 

“predominantly” language no longer applies 

                                                           
4
 12 CFR Section 1026.35(b)(2)(iii). Escrow 

accounts established on or after April 1, 

2010, and before January 1, 2016 were 

precluded from the escrow requirement. The 

interim final rule extends the precluded 

period to May 31, 2016. See Section 

1026.35(b)(2)(iii)(D)(1). The change is to 

accommodate creditors who established 

escrow accounts after January 1, 2016, to 

comply with the previous requirement.   
5
 A covered transaction is defined in 

§ 1026.43(b)(1) to mean a consumer credit 

transaction that is secured by a dwelling, as 

defined in § 1026.2(a)(19), including any 

real property attached to a dwelling, other 

than a transaction exempt from coverage 

under § 1026.43(a). 



 

as Congress eliminated that language from 

TILA.   

 

Previously, an area is considered “rural” if 

during a calendar year it is: 

 

(1) a county that is neither in a metropolitan 

statistical area nor in a micropolitan 

statistical area that is adjacent to a 

metropolitan statistical area;
6
 or 

(2) A census block that is not in an urban 

area.
7
  

 

The interim final rule adds a third category: 

a county or a census block that has been 

designated as rural by the CFPB as 

permitted by the Act.
8
  

 

The CFPB provides the following examples:  

 
1. “Assume that a creditor extended during 2016 
a first-lien covered transaction that is secured by 
a property located in a rural or underserved 
area. Because the creditor extended a first lien 
covered transaction during 2016 that is secured 
by a property located in a rural or underserved 
area, the creditor can meet this condition for 
exemption for any higher-priced mortgage loan 
consummated during 2017.” 
 
2. “Assume that a creditor did not extend during 
2016 a first-lien covered transaction secured by 
a property that is located in a rural or 
underserved area. Assume further that the same 
creditor extended during 2015 a first-lien 

                                                           
6
 As defined by the U.S. Office of 

Management and Budget and as they are 

applied under currently applicable Urban 

Influence Codes (UICs), established by the 

U.S. Department of Agriculture’s Economic 

Research Service. 
7
 As defined by the U.S. Census Bureau 

using the latest decennial census of the 

United States. 
8
 Section 89002 of the Act allows the CFPB 

to make such designation only until 

December 4, 2017. 
 

covered transaction that is located in a rural or 
underserved area. Assume further that the 
creditor consummates a higher-priced mortgage 
loan in 2017 for which the application was 
received in November 2017. Because the 
creditor did not extend during 2016 a first-lien 
covered transaction secured by a property that 
is located in a rural or underserved area, and the 
application was received on or after April 1, 
2017, the creditor does not meet this condition 
for exemption. However, assume instead that 
the creditor consummates a higher-priced 
mortgage loan in 2017 based on an application 
received in February 2017. The creditor meets 
this condition for exemption for this loan 
because the application was received before 
April 1, 2017, and the creditor extended during 
2015 a first lien covered transaction that is 
located in a rural or underserved area.” 

 

The interim final rule is effective on March 

31, 2016.   
 

 Leland Chan 

 
The information contained in this CBA Regulatory 

Compliance Bulletin is not intended to constitute, and should 

not be received as, legal advice.  Please consult with your 

counsel for more detailed information applicable to your 

institution. 
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