Statutory Authority

The rules are adopted under the authority of Finance Code
§159.108 which authorizes the commission to adopt and en-
force rules for the intent of or to ensure compliance with Finance
Code Chapter 159.

The adopted rules affect the statutes contained in Finance Code
Chapter 159, Wrap Mortgage Loan Financing.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 19,
2021.

TRD-202105164

lain A. Berry

Associate General Counsel

Department of Savings and Mortgage Lending
Effective date: January 8, 2022

Proposal publication date: October 29, 2021

For further information, please call: (512) 475-1535

¢ L4 ¢
SUBCHAPTER D. WRAP LENDER AND
SERVICER REQUIREMENTS

7 TAC §§78.300 - 78.303
Statutory Authority

The rules are adopted under the authority of Finance Code
§159.108 which authorizes the commission to adopt and en-
force rules for the intent of or to ensure compliance with Finance
Code Chapter 159.

The adopted rules affect the statutes contained in Finance Code
Chapter 159, Wrap Mortgage Loan Financing.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 19,

2021.

TRD-202105165

lain A. Berry

Associate General Counsel

Department of Savings and Mortgage Lending
Effective date: January 8, 2022

Proposal publication date: October 29, 2021

For further information, please call: (512) 475-1535

¢ ¢ ¢

SUBCHAPTER E. COMPLIANCE AND
ENFORCEMENT

7 TAC §§78.400 - 78.403

Statutory Authority

The rules are adopted under the authority of Finance Code
§159.108 which authorizes the commission to adopt and enforce

Adopted

rules for the intent of or to ensure compliance with Finance Code
Chapter 159. §§78.401 - 78.403 are further adopted under
the authority of, and to implement, Finance Code §159.252(d).
§78.402(g) is further adopted under the authority of, and to
implement, Finance Code §159.252(qg).

The adopted rules affect the statutes contained in Finance Code
Chapter 159, Wrap Mortgage Loan Financing.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 19,
2021.

TRD-202105166

lain A. Berry

Associate General Counsel

Department of Savings and Mortgage Lending
Effective date: January 8, 2022

Proposal publication date: October 29, 2021

For further information, please call: (512) 475-1535

¢ ¢ ¢
PART 8. JOINT FINANCIAL
REGULATORY AGENCIES

CHAPTER 153. HOME EQUITY LENDING

7 TAC §§153.1, 153.5, 153.12, 153.13, 153.17, 153.22,
153.26, 153.45, 153.51

The Finance Commission of Texas and the Texas Credit Union
Commission ("commissions") adopt amendments to §153.1
(relating to Definitions), §153.5 (relating to Two Percent Fee
Limitation: Section 50(a)(6)(E)), §153.12 (relating to Closing
Date: Section 50(a)(6)(M)(i)), §153.13 (relating to Preclosing
Disclosures: Section 50(a)(6)(M)(ii)), §153.17 (relating to Autho-
rized Lenders: Section 50(a)(6)(P)), §153.22 (relating to Copies
of Documents: Section 50(a)(6)(Q)(v)), §153.26 (relating to
Acknowledgment of Fair Market Value: Section 50(a)(6)(Q)(ix)),
§153.45 (relating to Refinance of an Equity Loan: Section 50(f)),
and §153.51 (Consumer Disclosure: Section 50(g)) in 7 TAC,
Chapter 153, concerning Home Equity Lending. The com-
missions adopt the amendments to §§153.5, 153.12, 153.13,
153.17, 153.22, 153.26, 153.45, and 153.51 without changes
to the proposed text as published in the September 10, 2021,
issue of the Texas Register (46 TexReg 5690). These rules will
not be republished. The commissions adopt the amendments
to §153.1 with changes to the proposed text as published in the
September 10, 2021, issue of the Texas Register (46 TexReg
5690). This rule will be republished.

7 TAC Chapter 153 contains the commissions' interpretations of
the home equity lending provisions of Texas Constitution, Article
XVI, Section 50 ("Section 50"). In general, the purposes of the
rule changes to 7 TAC Chapter 153 are: (1) to specify require-
ments for electronic disclosures, and (2) to describe Section 50's
applicability to out-of-state financial institutions.

The interpretations in 7 TAC Chapter 153 are administered by
the Joint Financial Regulatory Agencies ("agencies"), consist-
ing of the Texas Department of Banking, Department of Sav-
ings and Mortgage Lending, Office of Consumer Credit Com-
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missioner, and Texas Credit Union Department. The agencies
distributed an early precomment draft of proposed changes to
interested stakeholders for review, and then held an online we-
binar regarding the proposed changes. The agencies received
one informal precomment on the rule text draft. The agencies
appreciate the thoughtful input provided by stakeholders.

Amendments to §153.1 add definitions and statutory citations
for the terms "E-Sign Act" (referring to the federal Electronic
Signatures in Global and National Commerce Act, 15 U.S.C.
§§7001-7006) and "UETA" (referring to the Texas Uniform Elec-
tronic Transactions Act, Texas Business & Commerce Code,
Chapter 322). The terms "E-Sign Act" and "UETA" provide a con-
cise way to refer to these two statutes, and are used throughout
this adoption in connection with electronic disclosures. Amend-
ments throughout §153.1 also renumber other definitions ac-
cordingly.

Based on input from staff of the Texas Register. changes have
been made to the definitions of "Fair market value" and "Preclos-
ing disclosure" in §153.1(10) and (15), to conform to letter case
conventions used for other defined terms.

Amendments to §153.5 revise the title to this section to conform
to letter case conventions used in other rules. In addition, cita-
tions to the definition of "interest" in §153.1 will be updated to
reflect the renumbering described in the previous paragraph.

Amendments to §153.12 relate to oral and electronic loan appli-
cations. Section 50(a)(6)(M)(i) provides that a home equity loan
closing must occur at least 12 days after the owner "submits a
loan application to the lender." New §153.12(3) explains that a
loan application may be submitted electronically in accordance
with state and federal law governing electronic disclosures, with
references to the UETA and the E-Sign Act. These amendments
respond to an informal precomment recommending amend-
ments to §153.12 on electronic disclosures. An amendment to
§153.12(2) also replaces the word "given" with "submitted," to
be consistent with Section 50(a)(6)(M)(i).

An amendment to §153.13 describes requirements for provid-
ing an electronic copy of the preclosing disclosure. Section
50(a)(6)(M)(ii) of the Texas Constitution requires the lender to
provide the owner with a copy of the loan application and a final
itemized disclosure of amounts that will be charged at closing.
The current interpretation at §153.13 refers to these items as
the "preclosing disclosure." New §153.13(4) explains that the
lender may provide the preclosing disclosure electronically in
accordance with state and federal law governing electronic
signatures and delivery of electronic documents, and includes
references to the UETA and the E-Sign Act.

The amendment to §153.13 responds to a request that the com-
missions received in September 2020, while the commissions
were conducting a rule review of Chapter 153. As a result of the
rule review, the commissions amended §153.22 to specify that
the lender may provide signed documents electronically in ac-
cordance with state and federal law. In an official comment, a
stakeholder recommended either: (1) adopting a new section to
specify that the lender may electronically deliver all notices, dis-
closures, and documents to the property owner, or (2) amend-
ing Chapter 153's individual sections on required disclosures to
specify that the lender may electronically deliver each disclo-
sure. Although the commissions and the agencies generally do
not object to the use of electronic disclosures, the commissions
received this suggestion too late in the rulemaking process to in-
clude the proposed changes in the October 2020 adoption of rule

review amendments. The commissions indicated that the agen-
cies would revisit this issue in the future. After reviewing the
request, the commissions believe that it is appropriate to amend
each section of Chapter 153 requiring disclosures individually.
This will help ensure that Chapter 153 remains clear with respect
to which constitutional provision is interpreted by each section of
Chapter 153.

In addition, an informal precomment recommended that §153.13
(and other sections in this adoption) consistently refer to both
electronic signatures and delivery of electronic documents,
when describing requirements under state and federal law.
In response to this precomment, the new text throughout this
adoption refers to both of these sets of requirements.

An amendment to §153.17 describes Section 50's applicability
to out-of-state financial institutions. Section 50(a)(6)(P) of the
Texas Constitution lists the entities that are authorized to make
home equity loans, and includes "a bank, savings and loan as-
sociation, savings bank, or credit union doing business under
the laws of this state or the United States." New §153.17(2)
specifies that for purposes of Section 50(a)(6)(P), a "bank, sav-
ings and loan association, savings bank, or credit union doing
business under the laws of this state or the United States" in-
cludes a financial institution described by Texas Finance Code,
§201.101(1)(A) - (D) that is chartered under the laws of another
state and does business in Texas in accordance with applicable
state law, including the requirements of Texas Finance Code,
§201.102. The financial institutions described by Texas Finance
Code, §201.101(1)(A) - (D) are banks (including savings banks),
savings and loan associations, and credit unions.

The amendment to §153.17 responds to a request that the agen-
cies received from an out-of-state bank in March 2021. The
request asks whether a bank organized under the laws of an-
other state may make a home equity loan under the Texas Con-
stitution. The commissions believe that new §153.17(2) appro-
priately answers this question by referring to provisions of the
Texas Finance Code that govern out-of-state financial institu-
tions in Texas.

In an informal precomment, a stakeholder recommended delet-
ing the phrase "or the United States" and adding an exception for
institutions doing business under the laws of the United States.
The stakeholder argued that this text creates an inconsistency
because institutions doing business under the laws of the United
States are not chartered under the laws of a state. The commis-
sions do not believe that the adopted amendment to §153.17
creates an inconsistency. The amendment uses the word "in-
cludes," and does not suggest that the listed state-chartered
institutions are the entire population of financial institutions en-
compassed by Section 50(a)(6)(P). The commissions do not be-
lieve that the stakeholder's recommended change would clarify
the text, and have not included it in the current adoption. How-
ever, for clarity, the adopted amendment to §153.17 includes the
phrase "state-chartered" before "financial institution."

An amendment to §153.22 revises references to the UETA and
the E-Sign Act, to refer to these statutes consistently with other
sections in this adoption.

An amendment to §153.26 describes requirements for electron-
ically signing the acknowledgment of fair market value. Sec-
tion 50(a)(6)(Q)(ix) of the Texas Constitution requires the lender
and the owner to sign a written acknowledgment of the fair mar-
ket value of the homestead property. New §153.26(4) explains
that the owner and lender may sign the written acknowledgment
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electronically in accordance with state and federal law governing
electronic signatures and delivery of electronic documents. This
amendment responds to the same September 2020 stakeholder
request on electronic disclosures described earlier in this adop-
tion.

An amendment to §153.45 describes requirements for pro-
viding an electronic copy of the refinance disclosure. Section
50(f)(2)(D) of the Texas Constitution requires the lender to
provide a refinance disclosure to the owner if the owner applies
for a refinance of a home equity loan to a non-home-equity
loan. New §153.45(4)(E) explains that the lender may provide
the refinance disclosure electronically in accordance with state
and federal law governing electronic signatures and delivery of
electronic documents. This amendment responds to the same
September 2020 stakeholder request on electronic disclosures
described earlier in this adoption.

An amendment to §153.51 describes requirements for providing
an electronic copy of the consumer disclosure. Section 50(g) of
the Texas Constitution requires the lender to provide a consumer
disclosure to the owner at least 12 days before closing a home
equity loan. New §153.51(2) explains that the lender may pro-
vide the consumer disclosure electronically in accordance with
state and federal law governing electronic signatures and deliv-
ery of electronic documents. This amendment responds to the
same September 2020 stakeholder request on electronic disclo-
sures described earlier in this adoption.

The commissions received no official comments on the proposal.

The rule changes are adopted under Texas Finance Code,
§11.308 and §15.413, which authorize the commissions to issue
interpretations of Texas Constitution, Article XVI, §50(a)(5) -
(7), (e) - (p), (t), and (u), subject to Texas Government Code,
Chapter 2001.

The constitutional provisions affected by the adoption are con-
tained in Texas Constitution, Article XVI, §50. No statute is af-
fected by this adoption.

§153.1.  Definitions.

Any reference to Section 50 in this interpretation refers to Article XVI,
Texas Constitution, unless otherwise noted. These words and terms
have the following meanings when used in this chapter, unless the con-
text indicates otherwise:

(1) Balloon--an installment that is more than an amount
equal to twice the average of all installments scheduled before that in-
stallment.

(2) Business Day--All calendar days except Sundays and
these federal legal public holidays: New Year's Day, the Birthday of
Martin Luther King, Jr., Washington's Birthday, Memorial Day, Inde-
pendence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiv-
ing Day, and Christmas Day.

(3) Closed or closing--the date when each owner and the
spouse of each owner signs the equity loan agreement or the act of
signing the equity loan agreement by each owner and the spouse of
each owner.

(4) Consumer Disclosure--The written notice contained in
Section 50(g) that must be provided to the owner at least 12 days before
the date the extension of credit is made.

(5) Cross-default provision--a provision in a loan agree-
ment that puts the borrower in default if the borrower defaults on an-
other obligation.

(6) Date the extension of credit is made--the date on which
the closing of the equity loan occurs.

(7) E-Sign Act--the federal Electronic Signatures in Global
and National Commerce Act, 15 U.S.C. §§7001-7006.

(8) Equity loan--An extension of credit as defined and au-
thorized under the provisions of Section 50(a)(6).

(9) Equity loan agreement--the documents evidencing the
agreement between the parties of an equity loan.

(10) Fair market value--the fair market value of the home-
stead as determined on the date that the loan is closed.

(11) Force-placed insurance--insurance purchased by the
lender on the homestead when required insurance on the homestead
is not maintained in accordance with the equity loan agreement.

(12) Interest--As used in Section 50(a)(6)(E), "interest"
means the amount determined by multiplying the loan principal by the
interest rate over a period of time.

(13) Lockout provision--a provision in a loan agreement
that prohibits a borrower from paying the loan early.

(14) Owner--A person who has the right to possess, use,
and convey, individually or with the joinder of another person, all or
part of the homestead.

(15) Preclosing disclosure--The written itemized disclo-
sure required by Section 50(a)(6)(M)(ii).

(16) Two percent limitation--the limitation on fees in Sec-
tion 50(a)(6)(E).

(17) UETA--the Texas Uniform Electronic Transactions
Act, Texas Business & Commerce Code, Chapter 322.

The agency certifies that legal counsel has reviewed the adop-
tion and found it to be a valid exercise of the agency's legal au-
thority.

Filed with the Office of the Secretary of State on December 17,

2021.

TRD-202105120

Matthew Nance

Deputy General Counsel

Office of Consumer Credit Commissioner

Effective date: January 6, 2022

Proposal publication date: September 10, 2021
For further information, please call: (512) 936-7660

L4 L4 ¢
TITLE 16. ECONOMIC REGULATION

PART 2. PUBLIC UTILITY
COMMISSION OF TEXAS

CHAPTER 25. SUBSTANTIVE RULES
APPLICABLE TO ELECTRIC SERVICE
PROVIDERS

The Public Utility Commission of Texas (commission) adopts
amendments to 16 Texas Administrative Code (TAC) §25.43,
§25.471, §25.475, §25.479, and §25.498. The commission also
adopts new 16 TAC §25.499, relating to Acknowledgement of
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SUBCHAPTER B. LICENSING
7 TAC §§81.102 - 81.104, 81.106 - 81.110
Statutory Authority

This proposal is made under the authority of Finance Code
§157.0023, which authorizes the commission to adopt rules
necessary to implement or fulfill the purposes of Finance Code
Chapter 157, and as required to carry out the intentions of the
Federal Secure and Fair Enforcement for Mortgage Licensing
Act of 2008 (federal SAFE Act).

This proposal affects the statutes contained in Finance Code
Chapter 157, the Mortgage Banker Registration and Residen-
tial Mortgage Loan Originator License Act, and Chapter 180, the
Texas Secure and Fair Enforcement for Mortgage Licensing Act
of 2009.

§81.102.  Recovery Fund.

§81.103.  Request for Criminal History Eligibility Determination.
$81.104. Renewals.

$§81.106.  Education Program.

§81.107.  License Record Changes.

$81.108.  Background.

§81.109. Pre-licensing Education.

$§81.110. Licensing of Military Service members, Military Veterans,

and Military Spouses.

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority
to adopt.

Filed with the Office of the Secretary of State on August 25, 2021.

TRD-202103360

lain A. Berry

Associate General Counsel

Department of Savings and Mortgage Lending
Earliest possible date of adoption: October 10, 2021
For further information, please call: (512) 475-1535

¢ ¢ ¢
PART 8. JOINT FINANCIAL
REGULATORY AGENCIES

CHAPTER 153. HOME EQUITY LENDING

7 TAC §§153.1, 153.5, 153.12, 153.13, 153.17, 153.22,
153.26, 153.45, 153.51

The Finance Commission of Texas and the Texas Credit Union
Commission ("commissions") propose amendments to §153.1
(relating to Definitions), §153.5 (relating to Two Percent Fee Lim-
itation: Section 50(a)(6)(E)), §153.12 (relating to Closing Date:
Section 50(a)(6)(M)(i)), §153.13 (relating to Preclosing Disclo-
sures: Section 50(a)(6)(M)(ii)), §153.17 (relating to Authorized
Lenders: Section 50(a)(6)(P)), §153.22 (relating to Copies of
Documents: Section 50(a)(6)(Q)(v)), §153.26 (relating to Ac-
knowledgment of Fair Market Value: Section 50(a)(6)(Q)(ix)),
§153.45 (relating to Refinance of an Equity Loan: Section 50(f)),

Proposed

and §153.51 (Consumer Disclosure: Section 50(g)) in 7 TAC,
Chapter 153, concerning Home Equity Lending.

7 TAC Chapter 153 contains the commissions' interpretations of
the home equity lending provisions of Texas Constitution, Article
XVI, Section 50 ("Section 50"). In general, the purposes of the
proposed rule changes to 7 TAC Chapter 153 are: (1) to specify
requirements for electronic disclosures, and (2) to describe Sec-
tion 50's applicability to out-of-state financial institutions.

The interpretations in 7 TAC Chapter 153 are administered by
the Joint Financial Regulatory Agencies ("agencies"), consist-
ing of the Texas Department of Banking, Department of Sav-
ings and Mortgage Lending, Office of Consumer Credit Com-
missioner, and Texas Credit Union Department. The agencies
distributed an early precomment draft of proposed changes to
interested stakeholders for review, and then held an online we-
binar regarding the proposed changes. The agencies received
one informal precomment on the rule text draft. The agencies
appreciate the thoughtful input provided by stakeholders.

Proposed amendments to §153.1 add definitions and statutory
citations for the terms "E-Sign Act" (referring to the federal
Electronic Signatures in Global and National Commerce Act,
15 U.S.C. §§7001-7006) and "UETA" (referring to the Texas
Uniform Electronic Transactions Act, Texas Business & Com-
merce Code, Chapter 322). The terms "E-Sign Act" and "UETA"
provide a concise way to refer to these two statutes, and are
used throughout this proposal in connection with electronic
disclosures. Proposed amendments throughout §153.1 would
also renumber other definitions accordingly.

Proposed amendments to §153.5 would revise the title to this
section to conform to letter case conventions used in other rules.
In addition, citations to the definition of "interest" in §153.1 would
be updated to reflect the renumbering described in the previous
paragraph.

Proposed amendments to §153.12 relate to oral and elec-
tronic loan applications. Section 50(a)(6)(M)(i) provides that
a home equity loan closing must occur at least 12 days after
the owner "submits a loan application to the lender." Proposed
new §153.12(3) would explain that a loan application may be
submitted electronically in accordance with state and federal law
governing electronic disclosures, with references to the UETA
and the E-Sign Act. These amendments respond to an informal
precomment recommending amendments to §153.12 on elec-
tronic disclosures. A proposed amendment to §153.12(2) would
also replace the word "given" with "submitted," to be consistent
with Section 50(a)(6)(M)(i).

A proposed amendment to §153.13 describes requirements for
providing an electronic copy of the preclosing disclosure. Sec-
tion 50(a)(6)(M)(ii) of the Texas Constitution requires the lender
to provide the owner with a copy of the loan application and a
final itemized disclosure of amounts that will be charged at clos-
ing. The current interpretation at §153.13 refers to these items
as the "preclosing disclosure." Proposed new §153.13(4) would
explain that the lender may provide the preclosing disclosure
electronically in accordance with state and federal law governing
electronic signatures and delivery of electronic documents, and
would include references to the UETA and the E-Sign Act.

The amendment to §153.13 responds to a request that the com-
missions received in September 2020, while the commissions
were conducting a rule review of Chapter 153. As a result of the
rule review, the commissions amended §153.22 to specify that
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the lender may provide signed documents electronically in ac-
cordance with state and federal law. In an official comment, a
stakeholder recommended either: (1) adopting a new section to
specify that the lender may electronically deliver all notices, dis-
closures, and documents to the property owner, or (2) amend-
ing Chapter 153's individual sections on required disclosures to
specify that the lender may electronically deliver each disclo-
sure. Although the commissions and the agencies generally do
not object to the use of electronic disclosures, the commissions
received this suggestion too late in the rulemaking process to in-
clude the proposed changes in the October 2020 adoption of rule
review amendments. The commissions indicated that the agen-
cies would revisit this issue in the future. After reviewing the
request, the commissions believe that it is appropriate to amend
each section of Chapter 153 requiring disclosures individually.
This will help ensure that Chapter 153 remains clear with respect
to which constitutional provision is interpreted by each section of
Chapter 153.

In addition, an informal precomment recommended that §153.13
(and other sections in this proposal) consistently refer to both
electronic signatures and delivery of electronic documents,
when describing requirements under state and federal law. In
response to this precomment, the proposed new text throughout
this proposal refers to both of these sets of requirements.

A proposed amendment to §153.17 describes Section 50's appli-
cability to out-of-state financial institutions. Section 50(a)(6)(P)
of the Texas Constitution lists the entities that are authorized
to make home equity loans, and includes "a bank, savings and
loan association, savings bank, or credit union doing business
under the laws of this state or the United States." Proposed new
§153.17(2) specifies that for purposes of Section 50(a)(6)(P),
a "bank, savings and loan association, savings bank, or credit
union doing business under the laws of this state or the United
States" includes a financial institution described by Texas Fi-
nance Code, §201.101(1)(A)-(D) that is chartered under the
laws of another state and does business in Texas in accordance
with applicable state law, including the requirements of Texas
Finance Code, §201.102. The financial institutions described by
Texas Finance Code, §201.101(1)(A) - (D) are banks (including
savings banks), savings and loan associations, and credit
unions.

The amendment to §153.17 responds to a request that the agen-
cies received from an out-of-state bank in March 2021. The re-
quest asks whether a bank organized under the laws of another
state may make a home equity loan under the Texas Constitu-
tion. The commissions believe that proposed new §153.17(2)
appropriately answers this question by referring to provisions of
the Texas Finance Code that govern out-of-state financial insti-
tutions in Texas.

In an informal precomment, a stakeholder recommended delet-
ing the phrase "or the United States" and adding an exception
for institutions doing business under the laws of the United
States. The stakeholder argued that the proposed text creates
an inconsistency because institutions doing business under the
laws of the United States are not chartered under the laws of
a state. The commissions do not believe that the proposed
amendment to §153.17 creates an inconsistency. The proposed
amendment uses the word "includes," and does not suggest that
the listed state-chartered institutions are the entire population
of financial institutions encompassed by Section 50(a)(6)(P).
The commissions do not believe that the stakeholder's recom-
mended change would clarify the text, and have not included

it in the current proposal. However, for clarity, the proposed
amendment to §153.17 includes the phrase "state-chartered"
before "financial institution."

A proposed amendment to §153.22 would revise references to
the UETA and the E-Sign Act, to refer to these statutes consis-
tently with other sections in this proposal.

A proposed amendment to §153.26 describes requirements for
electronically signing the acknowledgment of fair market value.
Section 50(a)(6)(Q)(ix) of the Texas Constitution requires the
lender and the owner to sign a written acknowledgment of the
fair market value of the homestead property. Proposed new
§153.26(4) would explain that the owner and lender may sign the
written acknowledgment electronically in accordance with state
and federal law governing electronic signatures and delivery of
electronic documents. This amendment responds to the same
September 2020 stakeholder request on electronic disclosures
described earlier in this proposal.

A proposed amendment to §153.45 describes requirements for
providing an electronic copy of the refinance disclosure. Section
50(f)(2)(D) of the Texas Constitution requires the lender to pro-
vide a refinance disclosure to the owner if the owner applies for a
refinance of a home equity loan to a non-home-equity loan. Pro-
posed new §153.45(4)(E) would explain that the lender may pro-
vide the refinance disclosure electronically in accordance with
state and federal law governing electronic signatures and deliv-
ery of electronic documents. This amendment responds to the
same September 2020 stakeholder request on electronic disclo-
sures described earlier in this proposal.

A proposed amendment to §153.51 describes requirements for
providing an electronic copy of the consumer disclosure. Sec-
tion 50(g) of the Texas Constitution requires the lender to pro-
vide a consumer disclosure to the owner at least 12 days before
closing a home equity loan. Proposed new §153.51(2) would
explain that the lender may provide the consumer disclosure
electronically in accordance with state and federal law govern-
ing electronic signatures and delivery of electronic documents.
This amendment responds to the same September 2020 stake-
holder request on electronic disclosures described earlier in this
proposal.

The commissions invite stakeholder comments on whether the
proposed amendments appropriately refer to both the UETA and
the E-Sign Act. The commissions' general understanding is that
both of these statutes contain requirements relating to electronic
delivery and signatures, and that prudent lenders will comply
with both statutes in providing and executing electronic docu-
ments. If any stakeholders have a different understanding of
the applicability of these statutes and recommend a different
approach to the proposed amendments, then the commissions
would be interested in receiving comments on this issue, along
with any suggested alternative text.

Dan Frasier (Director of Bank and Trust Supervision, Texas
Department of Banking), Antonia Antov (Director of Opera-
tions, Department of Savings and Mortgage Lending), Mirand
Diamond (Director of Licensing and Registration, Office of Con-
sumer Credit Commissioner), and John Kolhoff (Commissioner,
Texas Credit Union Department) have determined that for the
first five-year period the proposed rule changes are in effect,
there will be no fiscal implications for state or local government
as a result of administering the rule changes.

Dan Frasier (Director of Bank and Trust Supervision, Texas
Department of Banking), William Purce (Director of Mortgage
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Regulation, Department of Savings and Mortgage Lending),
Huffman Lewis (Director of Consumer Protection, Office of
Consumer Credit Commissioner), and John Kolhoff (Commis-
sioner, Texas Credit Union Department) have determined that
for each year of the first five years the proposed rule changes
are in effect, the public benefits anticipated as a result of the
changes will be that the commissions' rules will be more easily
understood by stakeholders, and will provide clearer guidance
to ensure that lenders comply with Section 50.

There is no anticipated cost to persons who are required to com-
ply with the amendments as proposed. There will be no adverse
economic effect on small businesses, micro-businesses, or rural
communities.

During the first five years the proposed rule changes will be in
effect, the rules will not create or eliminate a government pro-
gram. Implementation of the rule changes will not require the
creation of new employee positions or the elimination of exist-
ing employee positions. Implementation of the rule changes will
not require an increase or decrease in future legislative appropri-
ations to the agencies, because the agencies are self-directed,
semi-independent agencies that do not receive legislative appro-
priations. The proposed rule changes do not require an increase
or decrease in fees paid to the agencies. The proposal would
not create a new regulation. The proposal would expand cur-
rent §153.1, §153.12, §153.13, §153.17, §153.26, §153.45, and
§153.51 to provide additional guidance to lenders. The proposal
would not limit or repeal an existing regulation. The proposed
rule changes do not increase or decrease the number of indi-
viduals subject to the rules' applicability. The agencies do not
anticipate that the proposed rule changes will have an effect on
the state's economy.

Comments on the proposal may be submitted in writing to
Matthew Nance, Deputy General Counsel, Office of Consumer
Credit Commissioner, 2601 North Lamar Boulevard, Austin,
Texas 78705 or by email to rule.comments@occc.texas.gov.
To be considered, a written comment must be received on or
before 5:00 p.m. central time on the 31st day after the date the
proposal is published in the Texas Register. At the conclusion of
business on the 31st day after the proposal is published in the
Texas Register, no further written comments will be considered
or accepted by the commissions.

The rule changes are proposed under Texas Finance Code,
§11.308 and §15.413, which authorize the commissions to issue
interpretations of Texas Constitution, Article XVI, §50(a)(5) -
(7), (e) - (p), (t), and (u), subject to Texas Government Code,
Chapter 2001.

The constitutional provisions affected by the proposal are con-
tained in Texas Constitution, Article XVI, §50. No statute is af-
fected by this proposal.

$153.1.  Definitions.

Any reference to Section 50 in this interpretation refers to Article XVI,
Texas Constitution, unless otherwise noted. These words and terms
have the following meanings when used in this chapter, unless the con-
text indicates otherwise:

(1) - (6) (No change.)

(7) E-Sign Act--the federal Electronic Signatures in Global
and National Commerce Act, 15 U.S.C. §§7001-7006.

(8) [€H] Equity loan--An extension of credit as defined and
authorized under the provisions of Section 50(2)(6).

(9) [€8)] Equity loan agreement--the documents evidencing
the agreement between the parties of an equity loan.

(10) [9)] Fair Market Value--the fair market value of the
homestead as determined on the date that the loan is closed.

(11) [E4®)] Force-placed insurance--insurance purchased
by the lender on the homestead when required insurance on the home-
stead is not maintained in accordance with the equity loan agreement.

(12) [ED)] Interest--As used in Section 50(a)(6)(E), "inter-
est" means the amount determined by multiplying the loan principal by
the interest rate over a period of time.

(13) [(#2)] Lockout provision--a provision in a loan agree-
ment that prohibits a borrower from paying the loan early.

(14) [E3)] Owner--A person who has the right to possess,
use, and convey, individually or with the joinder of another person, all
or part of the homestead.

(15) [(44)] Preclosing Disclosure--The written itemized
disclosure required by Section 50(a)(6)(M)(ii).

(16) [E5)] Two percent limitation--the limitation on fees
in Section 50(a)(6)(E).

(17) UETA--the Texas Uniform Electronic Transactions
Act, Texas Business & Commerce Code, Chapter 322.

$153.5. Two Percent Fee Limitation [pereent fee timitation]: Section
50(a)(6)(E).

An equity loan must not require the owner or the owner's spouse to
pay, in addition to any interest or any bona fide discount points used to
buy down the interest rate, any fees to any person that are necessary to
originate, evaluate, maintain, record, insure, or service the extension
of credit that exceed, in the aggregate, two percent of the original prin-
cipal amount of the extension of credit, excluding fees for an appraisal
performed by a third party appraiser, a property survey performed by a
state registered or licensed surveyor, a state base premium for a mort-
gagee policy of title insurance with endorsements established in accor-
dance with state law, or a title examination report if its cost is less than
the state base premium for a mortgagee policy of title insurance with-
out endorsements established in accordance with state law.

(1)-(2) (No change.)

(3) Charges that are Interest. Charges an owner or an
owner's spouse is required to pay that constitute interest under

§153.1(12) [§353-11 D] of this title (relating to Definitions) are not

fees subject to the two percent limitation.
(A) - (B) (No change.)

(4) Charges that are not Interest. Charges an owner or an
owner's spouse is required to pay that are not interest under §153.1(12)
[$353 D] of this title are fees subject to the two percent limitation.

(5) (No change.)

(6) Charges to Originate. Charges an owner or an owner's
spouse is required to pay to originate an equity loan that are not interest

under §153.1(12) [§153-11 D] of this title are fees subject to the two
percent limitation.

(7) (No change.)

(8) Charges to Evaluate. Charges an owner or an owner's
spouse is required to pay to evaluate the credit decision for an equity
loan, that are not interest under §153.1(12) [§153-H1H)] of this title, are
fees subject to the two percent limitation. Examples of these charges
include fees collected to cover the expenses of a credit report, flood
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zone determination, tax certificate, inspection, or appraisal manage-
ment services.

(9) Charges to Maintain. Charges paid by an owner or an
owner's spouse to maintain an equity loan that are not interest under
§153.1(12) [§353-H1H)] of this title are fees subject to the two percent
limitation if the charges are paid at the inception of the loan, or if the
charges are customarily paid at the inception of an equity loan but are
deferred for later payment after closing.

(10) - (11)  (No change.)

(12) Charges to Service. Charges paid by an owner or an
owner's spouse for a party to service an equity loan that are not interest
under §153.1(12) [§453HdH)] of this title are fees subject to the two
percent limitation if the charges are paid at the inception of the loan,
or if the charges are customarily paid at the inception of an equity loan
but are deferred for later payment after closing.

(13) - (20) (No change.)
$§153.12.  Closing Date: Section 50(a)(6)(M)(i).

An equity loan may not be closed before the 12th calendar day after
the later of the date that the owner submits an application for the loan
to the lender or the date that the lender provides the owner a copy of
the required consumer disclosure. One copy of the required consumer
disclosure may be provided to married owners. For purposes of deter-
mining the earliest permitted closing date, the next succeeding calendar
day after the later of the date that the owner submits an application for
the loan to the lender or the date that the lender provides the owner a
copy of the required consumer disclosure is the first day of the 12-day
waiting period. The equity loan may be closed at any time on or after
the 12th calendar day after the later of the date that the owner submits
an application for the loan to the lender or the date that the lender pro-
vides the owner a copy of the required consumer disclosure.

(1) (No change.)

(2) A loan application may be submitted [giver] orally [er
. 1

(3) A loan application may be submitted electronically in
accordance with state and federal law governing electronic signatures
and delivery of electronic documents. The UETA and the E-Sign Act
include requirements for electronic signatures and delivery.

§153.13.  Preclosing Disclosures: Section 50(a)(6)(M)(ii).

An equity loan may not be closed before one business day after the date
that the owner of the homestead receives a copy of the loan application,
if not previously provided, and a final itemized disclosure of the actual
fees, points, interest, costs, and charges that will be charged at closing.
If a bona fide emergency or another good cause exists and the lender
obtains the written consent of the owner, the lender may provide the
preclosing disclosure to the owner or the lender may modify the previ-
ously provided preclosing disclosure on the date of closing.

(1)-(3) (No change.)

(4) The lender may provide the preclosing disclosure elec-
tronically in accordance with state and federal law governing electronic
signatures and delivery of electronic documents. The UETA and the
E-Sign Act include requirements for electronic signatures and deliv-

ery.

(5) [¢4)] Bona fide emergency.
(A) - (B) (No change.)

(6) [€5)] Good cause. An owner may consent to receive the
preclosing disclosure or a modification of the preclosing disclosure on
the date of closing if another good cause exists.

(A) - (C) (No change.)

(7) [€6)] An equity loan may be closed at any time during
normal business hours on the next business day following the calendar
day on which the owner receives the preclosing disclosure or any cal-
endar day thereafter.

(8) [€H] The owner maintains the right of rescission under
Section 50(a)(6)(Q)(viii) even if the owner exercises an emergency or
good cause modification of the preclosing disclosure.

§153.17.  Authorized Lenders: Section 50(a)(6)(P).

An equity loan must be made by one of the following that has not been
found by a federal regulatory agency to have engaged in the practice
of refusing to make loans because the applicants for the loans reside or
the property proposed to secure the loans is located in a certain area: a
bank, savings and loan association, savings bank, or credit union do-
ing business under the laws of this state or the United States, including
a subsidiary of a bank, savings and loan association, savings bank, or
credit union described by this section; a federally chartered lending in-
strumentality or a person approved as a mortgagee by the United States
government to make federally insured loans; a person licensed to make
regulated loans, as provided by statute of this state; a person who sold
the homestead property to the current owner and who provided all or
part of the financing for the purchase; a person who is related to the
homestead owner within the second degree of affinity and consanguin-
ity; or a person regulated by this state as a mortgage banker or mortgage
company.

(1) Anauthorized lender under Texas Finance Code, Chap-
ter 341 must meet both constitutional and statutory qualifications to
make an equity loan.

(2) For purposes of Section 50(a)(6)(P), a "bank, savings
and loan association, savings bank, or credit union doing business un-
der the laws of this state or the United States" includes a state-chartered
financial institution described by Texas Finance Code, §201.101(1)(A)-

(D) that:

(A) s chartered under the laws of another state; and

(B) does business in Texas in accordance with appli-
cable state law, including the requirements of Texas Finance Code,

§201.102.

(3) [)] A HUD-approved mortgagee is a person ap-
proved as a mortgagee by the United States government to make
federally insured loans for purposes of Section 50(a)(6)(P)(ii). Loan
correspondents to a HUD-approved mortgagee are not authorized
lenders of equity loans unless qualifying under another provision of
Section 50(a)(6)(P).

(4) [63)] A person who is licensed under Texas Finance
Code, Chapter 156 is a person regulated by this state as a mortgage
company for purposes of Section 50(a)(6)(P)(vi). A person who is reg-
istered under Texas Finance Code, Chapter 157 is a person regulated by
this state as a mortgage banker for purposes of Section 50(a)(6)(P)(vi).

(5) [M] A person who is licensed under Texas Finance
Code, Chapter 342 is a person licensed to make regulated loans for
purposes of Section 50(a)(6)(P)(iii). If a person is not described by
Section 50(a)(6)(P)(i), (ii), (iv), (v), or (vi), then the person must ob-
tain a license under Texas Finance Code, Chapter 342 in order to be
authorized to make an equity loan under Section 50(a)(6)(P)(iii).

§153.22.  Copies of Documents: Section 50(a)(6)(Q)(v).

At closing, the lender must provide the owner with a copy of the fi-
nal loan application and all executed documents that are signed by the
owner at closing in connection with the equity loan.
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(1)-(2) (No change.)

(3) A lender may provide documents electronically in ac-
cordance with state and federal law governing electronic signatures and
delivery of electronic documents. The UETA [Fexas Uniform Elee-
tronic Transactions Aet; Texas Business & Commerece Code; Chapter
322.] and the [federal] E-Sign Act [; 15 U-S-€- §§70061-7006;] include
requirements for electronic signatures and delivery.

§153.26.  Acknowledgment of Fair Market
50(a)(6)(Q)(ix).
The owner of the homestead and the lender must sign a written ac-

knowledgment as to the fair market value of the homestead property
on the date the extension of credit is made.

(1) - (3) (No change.)

(4) The owner and lender may sign the written acknowl-
edgment electronically in accordance with state and federal law gov-
erning electronic signatures and delivery of electronic documents. The
UETA and the E-Sign Act include requirements for electronic signa-
tures and delivery.

§153.45.  Refinance of an Equity Loan: Section 50(f).

Value: Section

A refinance of debt secured by the homestead, any portion of which
is an extension of credit described by Subsection (a)(6) of Section 50,
may not be secured by a valid lien against the homestead unless either
the refinance of the debt is an extension of credit described by Subsec-
tion (a)(6) or (a)(7) of Section 50, or all of the conditions in Section
50(f)(2) are met.

(1) - (3) (No change.)

(4) Refinance Disclosure. To meet the condition in Section
50(f)(2)(D), the lender must provide the refinance disclosure described
in Section 50(f)(2)(D) to the owner on a separate document not later
than the third business day after the date the owner submits the loan
application to the lender and at least 12 days before the date the refi-
nance of the extension of credit is closed.

(A) - (D) (No change.)

(E) The lender may provide the refinance disclosure
electronically in accordance with state and federal law governing
electronic signatures and delivery of electronic documents. The UETA
and the E-Sign Act include requirements for electronic signatures and

delivery.

(F) [€B)] One copy of the required refinance disclosure
may be provided to married owners.

(G) [EO] The refinance disclosure is only a summary of
the owner's rights, which are governed by the substantive terms of the
constitution. The substantive requirements prevail regarding a lender's
responsibilities in an equity loan or refinance. A lender may supple-
ment the refinance disclosure to clarify any discrepancies or inconsis-
tencies.

(H) [&)] A lender may rely on an established system
of verifiable procedures to evidence compliance with this paragraph.

(I) [@D] The Finance Commission will publish a
Spanish translation of the refinance disclosure on its website. A lender
whose discussions with the owner are conducted primarily in Spanish
may provide the Finance Commission's Spanish translation to the
owner, although the Spanish translation is not required by Section

50(H(2).

$153.51.  Consumer Disclosure: Section 50(g).

An equity loan may not be closed before the 12th day after the lender
provides the owner with the consumer disclosure on a separate instru-
ment.

(1) (No change.)

(2) The lender may provide the consumer disclosure elec-
tronically in accordance with state and federal law governing electronic
signatures and delivery of electronic documents. The UETA and the
E-Sign Act include requirements for electronic signatures and deliv-

ery.

(3) [#2)] Certain provisions of the consumer disclosure do
not contain the exact identical language concerning requirements of the
equity loan that have been used to create the substantive requirements
of the loan. The consumer notice is only a summary of the owner's
rights, which are governed by the substantive terms of the constitution.
The substantive requirements prevail regarding a lender's responsibil-
ities in an equity loan transaction. A lender may supplement the con-
sumer disclosure to clarify any discrepancies or inconsistencies.

(4) [#3)] A lender may rely on an established system of ver-
ifiable procedures to evidence compliance with this section.

(5) [€9] A lender whose discussions with the borrower are
conducted primarily in Spanish for a closed-end loan may rely on the
translation of the consumer notice developed under the requirements of
Texas Finance Code, §341.502. Such notice shall be made available to
the public through publication on the Finance Commission's webpage.

(6) [€5)] If the owner has executed a power of attorney de-
scribed by §153.15(2) of'this title (relating to Location of Closing: Sec-
tion 50(a)(6)(N)), then the lender may provide the consumer disclosure
to the attorney-in-fact instead of providing it to the owner.

The agency certifies that legal counsel has reviewed the pro-
posal and found it to be within the state agency's legal authority
to adopt.

Filed with the Office of the Secretary of State on August 27, 2021.

TRD-202103382

Matthew Nance

Deputy General Counsel, Office of Consumer Credit Commissioner
Joint Financial Regulatory Agencies

Earliest possible date of adoption: October 10, 2021

For further information, please call: (512) 936-7660
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TITLE 16. ECONOMIC REGULATION

PART 2. PUBLIC UTILITY
COMMISSION OF TEXAS

CHAPTER 25. SUBSTANTIVE RULES
APPLICABLE TO ELECTRIC SERVICE
PROVIDERS
SUBCHAPTER C.
RELIABILITY

16 TAC §25.55

The Public Utility Commission of Texas (commission) proposes
new 16 Texas Administrative Code (TAC) §25.55, relating to
weather emergency preparedness, to implement weather emer-
gency preparedness measures for generation entities and trans-

INFRASTRUCTURE AND
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