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FUNDS OBTAINED FROM STATE AND MUNIC IPAL HOUSING  
AUTH OR IT IES  UNDER "LO A N -TO -LEN D ER " PROGRAMS

Indefin ite  Suspension of Regulations D and Q Requirements

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE D ISTR IC T:

In this Bank's C irc u la r  No. 75-153, dated October 14, 1975, you were  
advised that the Board of Governors of the Federal Reserve System, pending fu r ­
ther re v ie w , had suspended its e a r l ie r  action subjecting funds obtained by member 
banks through "Loan-to -Lender"  program s to reserve  requirem ents and interest  
rate lim itations. A fte r  an extensive rev iew  of such program s, the Board of G over­
nors has decided to continue that suspension for an indefin ite  period .

Prin ted on the reverse  of this c irc u la r  is the tex t of the notice issued by  
the Board of Governors as submitted for publication in the FEDERAL REGISTER. 
Questions re la ting  to Regulation D, "Reserves of Member B a n ks ,"  should be d i ­
rected to A llan  Y .  Neale, Ext. 6334, or the Accounting Department at our El Paso, 
Houston, or San Antonio B ranch . Questions re lating to Regulation Q , " In terest on 
Deposits," should be d irected  to R ichard B. West of our Regulations Departm ent, 
Ext. 6171.

S incere ly  yo u rs ,

Robert H . Boykin

F irs t  V ice  President

Banks and others are encouraged to use the following to ll-free  incoming WATS numbers in contacting this Bank:
1-800-492-4403 (intrastate) and 1-800-527-4970 (interstate). For ca lls  placed locally, please use 651 plus the
extension referred to above.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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CHAPTER II— FEDERAL RESERVE 8VSTEM
SUBCHAFTER A— BOARD OF WMCRHORS OF

THE FEDERAL RESERVE SYSTEM

[D ocket No. R—0085; B egs. D  a n d  Q ]

PART 204— RESERVES OF MEMBER 
BANKS

PART 217— INTEREST ON DEPOSITS

"Loan-to-Lender" Programs— Notice of
Continuaiton of Waiver of Reserve Re­
quirements and Interest Rate Limitations
The B oard of Governors has recon­

sidered th e  question of th e  deposit sta tus 
under its Regulations D an d  Q of funds 
obtained by m em ber banks on the ir notes 
Issued to  S ta te  or m unicipal housing 
au thorities under “L oan-to-Lender" type 
program s. The Board has determ ined to  
continue th e  waiver of reserve require­
m ents an d  in terest ra te  lim itations a n ­
nounced in  Septem ber 1975 w ith respect 
to  funds obtained by member banks u n ­
der these programs. This action is based 
upon th e  B oard’s au thority  to  determ ine 
w hat types of obligations shall be deemed 
a  deposit under section 19(a) of th e  Fed­
era l Reserve Act, 12 U.S.C. 461, an d  Its 
regulatory au tho rity  under § 204.1(f) of 
Regulation D an d  9 217.1(f) of R egula­
tion  Q. H ie  following notice has been 
issued to all Federal Reserve Banks:

L o a n - t o - L e n d e r  P r o g r a m s

T h e B oard  h a s  review ed th e  q u e s tio n  of 
w h e th e r  fu n d s  o b ta in e d  b y  m em b er b a n k s  o n  
th e ir  n o te s  Issued  to  S ta te  a n d  m u n ic ip a l 
h o u s in g  a u th o r itie s  u n d e r  “L o a n -to -L e n d e r"  
a g reem en ts  s h o u ld  b e  re g a rd e d  a s  " d e p o s its” 
u n d e r  th e  B o a rd ’s R e g u la tio n  D (S 2 0 4 .1 (f)) 
a n d  R e g u la tio n  Q ( i  2 1 7 .1 (f) ) .

“L o a n -to -L e n d e r” p ro g ram s u su a lly  Involve 
th e  Issu an ce  by  a  S ta te  o r m u n ic ip a l h o u sin g  
a u th o r i ty  o f ta x -e x e m p t b o n d s a n d  th e  s u b ­
s e q u e n t le n d in g  o f th e  b o n d  re v e n u e  fu n d s  
to  f in a n c ia l I n s t i tu t io n s  u n d e r  th e  re q u ire ­
m e n t t h a t  th e se  fu n d s  b e  u s e d  to  m ak e  sp e c i­
fied  ty p e s  o f re a l e s ta te  lo a n s  (g en e ra lly  
m o rtg a g e  lo a n s  to  low  o r m o d e ra te  incom e 
h o m e  b u y e rs ) . T h e  fu n d s  ad v an ce d  to  f in a n ­
c ia l in s t i tu t io n s  p u r s u a n t  to  a  “L o a n -to -  
L en d er” p ro g ram  a re  ev id en ced  b y  a  lo a n  
ag re e m e n t a n d  a  p ro m isso ry  n o te  Issued  by  
th e  fin a n c ia l I n s t i tu t io n  to  th e  h o u s in g  a u ­
th o r ity . T h ese  p ro g ram s e n a b le  S ta te  a n d  
m u n ic ip a l a u th o r i t ie s  to  c h a n n e l fu n d s  ob ­
ta in e d  In to  h o u s in g  p ro g ram s th ro u g h  f in a n ­
c ia l In s t i tu t io n s  possessing  sp e c ia lised  ex p er­
t is e  In  rea l e s ta te  le n d in g  a n d  c o n s tru c tio n  
f in a n c in g . A t th e  p re s e n t tim e  su c h  p ro ^ a m s  
a re  In  o p e ra tio n  in  11 S ta te s . T h ir te e n  o th e r  
S ta te  le g is la tu re s  h av e  ap p ro v ed  leg is la tio n  
a u th o r iz in g  su c h  p ro g ram s. O n  th e  b as is  o f 
a v a ilab le  In fo rm a tio n , “L a a n -to -L e n d n r” p ro ­
g ram s c u r re n tly  re p re se n t ap p ro x im a te ly  $800 
m illio n  In  fu n d s  le n t  fo r th e s e  pu rp o ses.

B y le t te r  o f A u g u s t 8, 1978, th e  B o a rd  re ­
q u e s te d  t h a t  th e  F e d e ra l R eserve B an k s in ­
fo rm  m em b er b a n k s  In  th e i r  d is tr ic ts  t h a t  
f u n d s  o b ta in e d  b y  m em b er b a n k s  o n  th e ir  
n o te s  Issued  to  S ta te  o r  m u n ic ip a l h o u sin g  
a u th o r itie s  u n d e r  " L o a n -to -L e n d e r1'  p ro ­
g ram s a re  fu n d s  to  b e  u se d  In  th e  b a n k in g  
b u sin e ss  a n d , th e re fo re , sh o u ld  be tr e a te d  a s  
d e p o s its  su b je c t to  R e g u la tio n  D  re se rv e  r e ­
q u ire m e n ts  a n d  R e g u la tio n  Q In te re s t r a te  
lim ita tio n s .

O n  S e p te m b e r 29, 1978, th e  B o ard  a n ­
n o u n c e d  th a t ,  In  resp o n se  to  re q u e s ts  fo r

s u c h  a c tio n . I t  w o u ld  rev iew  th e  d e p o s it 
s ta tu s  a t  f u n d s  receiv ed  b y  m em b er b a n k s  
o n  th e i r  n o te s  Issu ed  to  S ta te  a n d  m u n ic ip a l 
h o u s in g  a u th o r i t ie s  u n d e r  "L o a n -to -L e n d e r” 
ty p e  p ro g ra m s . S t  c o n ju n c tio n  w ith  t h a t  r e ­
view , th e  B o ard  su sp e n d e d  th e  e ffec tiv en ess 
o f  I ts  d e te rm in a tio n  o f A u g u s t 8, 1978, a n d  
w ai v ed  th e  m a in te n a n c e  o f re q u ire d  reserves 
cm “L o a n -to -L e n d e r"  o b lig a tio n s .

T h e  B o a rd  h a s  c o n d u c te d  a n  ex ten s iv e  re ­
v iew  o f a ll k n o w n  “L o a n -to -L e n d e r"  ty p e  
p ro g ram s. B ased  u p o n  th is  rev iew , t h e  B oard  
h a s  d e te rm in e d  to  c o n tin u e , fo r  a n  in d e fin ite  
p erio d , th e  su sp e n s io n  o f Its  A u g u s t 8, 197S, 
d e te rm in a tio n  re g a rd in g  th e  d e p o s it s ta tu s  
o f “L o a n -to -L e n d e r” fu n d s . (T h is  su s p e n ­
s io n  w as f irs t  a n n o u n c e d  o n  S ep tem b er 29, 
1978.) T h is  a c tio n  Is b ased  u p o n  th e  B o ard ’* 
b e lie f  t h a t  a  d e te rm in a tio n  o n  th e  d e p o s it 
s ta tu s  o f fu n d s  o b ta in e d  b y  m em b er b a n k s  
u n d e r  “L o a n -to -L e jid e r” p ro g ra m s sh o u ld  be 
d e fe rred  p e n d in g  th e  co m p le tio n  o f b ro ad e r 
b ased  s tu d ie s  o f p ossib le  s ta tu to r y  a n d  re g u ­
la to ry  re fo rm s p e r ta in in g  to  In te re s t o n  de­
p o sits  a n d  reserves h e ld  b y  m em b er b an k s . 
T h e  c o n tin u e d  su sp e n s io n  w ill a lso  p ro v id e  
th e  B o a rd  w ith  f u r th e r  o p p o r tu n ity  to  assess 
th e  p o te n tia l Im p a c t o f a p p lic a tio n  o f rese rv e  
re q u ire m e n ts  a n d  In te re s t  r a te  lim ita tio n s  
o n  fu n d s  o b ta in e d  by  m em b er b a n k s  th ro u g h  
p a r tic ip a tio n  In  “L o a n -to -L e n d e r” p ro g ram s.

T h e  B o ard  recogn izes t h a t  i ts  d ec is io n  to  
defex fo r  a n  In d e fin ite  p e rio d  a  f in a l d e te r ­
m in a tio n  re g a rd in g  th e  d e p o s it s ta tu s  o f 
fu n d s  o b ta in e d  by  m em b er b a n k s  u n d e r  
“L o a n -to -L e n d e r” a g reem en ts  m ay  r e s u lt  In  
som e u n c e r ta in ty  am o n g  m em b er b an k s 
p re se n tly  p a r tic ip a tin g  in  su c h  p ro g ram s o r 
c o n te m p la tin g  p a r tic ip a tio n  a t  a  fu tu re  d a te . 
A ccordingly , In  o rd e r to  av o id  a n y  u n c e r ­
t a in ty  w ltt^  re sp e c t to  m em b er b a n k  p a r ­
t ic ip a tio n  in  “L o a n -to -L e n d e r” p ro g ram s 
d u r in g  th e  tim e  th is  su sp e n s io n  Is In  effect, 
th e  B o a rd  h a s  d e te rm in e d  th a t  a n y  fu n d s  
o b ta in e d  b y  m em b er b a n k s  a s  th e  r e s u lt  o f 
“L o a n -to -L e n d e r” ag re e m e n ts  e n te re d  In to  
d u r in g  th is  su sp e n s io n  p erio d  w ill c o n tin u e  
to  be e x e m p t, fro m  in te r e s t  ra te  lim ita tio n s  
a n d  reserve re q u ire m e n ts , reg a rd le ss  o f a n y  
f u tu re  d ec is io n  o f th e  B o ard  to  r e in s ta te  i ts  
d e te rm in a tio n  o f A u g u s t 6, 1975.

W here “L o a n -to -L e n d e r” p ro g ram s a re  
b e in g  offered. I t  Is su g g e sted  th a t  y o u  In fo rm  
m em b er b a n k s  In  y o u r d is tr ic t  o f th e  B o ard ’B 
d ec is io n  to  c o n tin u e , In d e fin ite ly , th e  s u s ­
p en s io n  o f th e  effec tiveness o f I ts  A u g u st 8, 
1978, d e te rm in a tio n  re g a rd in g  th e ”  d e p o s it 
s ta tu s  o f su c h  fu n d s .

Board of Governors of the  Federal Re­
serve System, M arch 2, 1977.

T h e o d o r e  E . A l l is o n ,
Secretary of the Board.
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