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TO: The Chief Executive Officer of each
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SUBJECT

Amendment Slip Sheets for Regulations B and Y;
Amendment Slip Sheets for the Official Staff Commentary 

on Regulations B, C, and Z

DETAILS

The Board of Governors of the Federal Reserve System has 
published slip-sheet amendments to Regulation B (Equal Credit 
Opportunity), with various effective dates; the Official Staff Com
mentary on Regulation B, effective January 30, 1998; the Official 
Staff Commentary on Regulation C (Home Mortgage Disclosure), 
effective July 1, 1997, and January 1, 1998; Regulation Y (Bank 
Holding Companies and Change in Bank Control), effective 
November 12, 1997; and the Official Staff Commentary on Regu
lation Z (Truth in Lending), effective November 21, 1997.

ENCLOSURES

The slip-sheet amendments are enclosed. Please insert 
them in your Regulations binders.

For additional copies, bankers and others are encouraged to use one of the following toll-free 
numbers in contacting the Federal Reserve Bank of Dallas: Dallas Office (800) 333-4460;
El Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston Branch Intrastate 
(800) 392-4162, Interstate (800) 221-0363; San Antonio Branch Intrastate (800) 292-5810.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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MORE INFORMATION

For more information regarding Regulations B, C, and Z, 
please contact Eugene Coy at (214) 922-6201. For more informa
tion regarding Regulation Y, please contact Rob Jolley at (214) 
922-6071.

For additional copies of this Bank’s notice, contact the 
Public Affairs Department at (214) 922-5254.

Sincerely yours,



Board of Governors of the Federal Reserve System

Amendments to the Official Staff Commentary 
on Regulation Z 
Truth in Lending 
March 1998*

1. Effective November 21, 1997, the first 
sentence o f com ment 19(b)(2)-2 is 
amended by adding the word “Generally, ” 
at the beginning.

designated comments 19(b)(2)(viii)(A)-6 
and -7, citations to comments 19(b)(2) 
(x)-3 and -4 are changed to comment 
19(b)(2)(viii)(B).

2. Effective November 21, 1997, the last sen
tence o f  comment 19(b )(2 )(v)-l is 
amended to read as follows:

*** (See the commentary to section 
226.19(b)(2)(viii) for a discussion of how 
to reflect the discount or premium in the 
historical example or the maximum rate 
and payment disclosure.)

3. Effective Nomber 21, 1997, paragraph 
19(b)(2)(viii) is redesignated as para
graph 19(b)(2)(viii)(A), and a new com
ment 19(b)(2)(viii)-l is added to read as 
follows:

Paragraph 19(b)(2)(viii)

1. Historical example and initial and 
maximum interest rates and payments. A 
creditor may disclose both the historical 
example and the initial and maximum in
terest rates and payments.

4. Effective November 21, 1997, in newly 
designated comments 19(b)(2)(viii)(A)-3 
and -4, citations to section 226.19(b) 
(2)(viii) are changed to section 226.19(b) 
(2)(viii)(A).

5. Effective November 21, 1997, in newly

*  A  co m p le te  R egu la tion  Z  c o m m en ta ry , a s  a m e n d e d  e f 

fec tiv e  N o v e m b e r  2 1 . 1997. c o n s is ts  o f —

•  th e  co m m en ta ry  p am p h le t  d a te d  A u g u s t  1997 (see  in s id e  
f ro n t cover)  and

•  th is  s lip  sheet.

6. Effective November 21, 1997, paragraph 
19(b)(2)(x) is redesignated as paragraph 
19(b)(2)(viii)(B). Newly designated com
ments 19(b)(2)(viii)(B)-l through -4 are 
amended, and a new comment 19(b)
(2)(viii)(B)-5 is added, to read as follows:

Paragraph 19(b)(2)(viii)(B)

1. Initial and maximum interest rates and 
payments. The disclosure form must state 
the initial and maximum interest rates and 
payments for a $10,000 loan originated at 
an initial interest rate (index value plus 
margin adjusted by the amount of any 
discount or premium) in effect as of an 
identified month and year for the loan- 
program disclosure. (See comment 
19(b)(2)-5 on revisions to the loan- 
program disclosure.) In calculating the 
maximum payment under this paragraph, 
a creditor should assume that the interest 
rate increases as rapidly as possible under 
the loan program, and the maximum pay
ment disclosed should reflect the amorti
zation of the loan during this period. 
Thus, in a loan with 2 percentage point 
annual (and 5 percentage point overall) 
interest-rate limitations or “ caps,” the 
maximum interest rate would be 5 per
centage points higher than the initial in
terest rate disclosed. Moreover, the loan 
would not reach the maximum interest 
rate until the fourth year because of the 2 
percentage point annual rate limitations, 
and the maximum payment disclosed 
would reflect the amortization of the loan 
during this period. If the loan program 
includes a discounted or premium initial

1



Regulation Z Commentary

interest rate, the initial interest rate should 
be adjusted by the amount of the discount 
or premium.
2. Term o f the loan. In calculating the 
initial and maximum payments, the credi
tor need not base the disclosures on each 
term to maturity or payment amortization 
offered under the program. Instead, the 
creditor may follow the rules set out in 
comment 19(b)(2)(viii)(A)-5. If a histori
cal example is provided under section 
226.19(b)(2)(viii)(A), the terms to matu
rity or payment amortization used in the 
historical example must be used in calcu
lating the initial and maximum payment. 
In addition, creditors must state the term 
or payment amortization used in making 
the disclosures under this section.
3. Rate caps. A creditor using the alterna
tive rule for disclosure of interest-rate 
lim itations described in comment 
19(b)(2)(vii)-l must calculate the maxi
mum interest rate and payments based 
upon the highest periodic and overall rate 
lim itations disclosed under section 
226.19(b)(2)(vii). In addition, the creditor 
must state the rate limitations used in cal
culating the maximum interest rate and 
payment. (See comment 19(b)(2)(viii)
(A)-6 for an explanation of the use of 
the highest rate lim itation in other 
disclosures.)
4. Frequency o f adjustments. In certain 
transactions, a creditor may use the alter
native rule for disclosure of the frequency 
of rate and payment adjustments de
scribed in comment 19(b)(2)(vi)-l. In 
such cases, the creditor must base the cal
culations of the initial and maximum rates 
and payments upon the earliest possible 
first adjustment disclosed under section 
226.19(b)(2)(vi). (See comment 19(b)
(2)(viii)(A)-7 for an explanation of how 
to disclose the historical example when 
the initial adjustment period is not 
known.)
5. Periodic payment statement. The state
ment that the periodic payment may in
crease or decrease substantially may be 
satisfied by the disclosure in paragraph 
19(b)(2)(vi) if it states, for example, 
“your monthly payment can increase or

decrease substantially based on annual 
changes in the interest rate.”

7. Effective November 21, 1997, comment 
19(b)(2)(ix)-l is amended to read as 

follows:

Paragraph 19(b)(2)(ix)

I. Calculation o f payments. A creditor is 
required to include a statement on the dis
closure form that explains how a con
sumer may calculate his or her actual 
monthly payments for a loan amount 
other than $10,000. The example should 
be based upon the most recent payment 
shown in the historical example or upon 
the initial interest rate reflected in the 
maximum rate and payment disclosure. In 
transactions in which the latest payment 
shown in the historical example is not for 
the latest year of index values shown 
(such as in a five-year loan), a creditor 
may provide additional examples based 
on the initial and maximum payments dis
closed under section 226.19(b)(2)(viii)(B). 
The creditor, however, is not required to 
calculate the consumer’s payments. (See 
the model clauses in appendix H-4(C).)

8. Effective November 21, 1997, paragraphs 
19(b)(2)(xi), (xii), and (xiii) are renum
bered as paragraphs 19(b)(2)(x), (xi), and 
(xii), respectively.

9. Effective November 21, 1997, comment 
appendix H-6 is amended to read as 
follows:

6. Model H-4(C). This model clause illus
trates the early disclosures required gener
ally under section 226.19(b). It includes 
information on how the consumer’s inter
est rate is determined and how it can 
change over the term of the loan, and 
explains changes that may occur in the 
borrower’s monthly payment. It contains 
an example of how to disclose historical 
changes in the index or formula values



Regulation Z Commentary

used to compute interest rates for the pre
ceding 15 years. The model clause also 
illustrates the disclosure of the initial and 
maximum interest rates and payments 
based on an intial interest rate (index 
value plus margin, adjusted by the amount 
of any discount or premium) in effect as 
of an identified month and year for the 
loan program disclosure and illustrates 
how to provide consumers with a method 
for calculating the monthly payment for 
the loan amount to be borrowed.

10. Effective November 21, 1997, comment 
appendix H-18 is amended to read as 
follows:

18. Sample H-14. This sample disclosure 
form illustrates the disclosures under sec
tion 226.19(b) for a variable-rate transac
tion secured by the consumer’s principal 
dwelling with a term greater than one 
year. The sample form shows a creditor 
how to adapt the model clauses in appen
dix H-4(C) to the creditor’s own particu
lar variable-rate program. The sample dis
closure form describes the features of a 
specific variable-rate mortgage program 
and alerts the consumer to the fact that 
information on the creditor’s other closed- 
end variable-rate programs is available 
upon request. It includes information on 
how the interest rate is determined and 
how it can change over time. Section 
226.19(b)(2)(viii) permits creditors the op
tion to provide either a historical example 
or an initial and maximum interest rates

and payments disclosure; both are illus
trated in the sample disclosure. The his
torical example explains how the monthly 
payment can change based on a $10,000 
loan amount, payable in 360 monthly in
stallments, based on historical changes in 
the values for the weekly average yield 
on U.S. Treasury securities adjusted to a 
constant maturity of one year. Index val
ues are measured for 15 years, as of the 
first week ending in July. This reflects the 
requirement that the index history be 
based on values for the same date or pe
riod each year in the example. The 
sample disclosure also illustrates the alter
native disclosure under section 
226.19(b)(2)(viii)(B) that the initial and 
the maximum interest rates and payments 
be shown for a $10,000 loan originated at 
an intial interest rate of 12.41 percent 
(which was in effect July 1996) and to 
have 2 percentage point annual (and 5 
percentage point overall) interest-rate 
limitations or caps. Thus, the maximum 
amount that the interest rate could rise 
under this program is 5 percentage points 
higher than the 12.41 percent initial rate 
to 17.41 percent, and the monthly pay
ment could rise from $106.03 to a maxi
mum of $145.34. The loan would not 
reach the maximum interest rate until its 
fourth year because of the 2 percentage 
point annual rate limitations, and the 
maximum payment disclosed reflects the 
amortization of the loan during that pe
riod. The sample form also illustrates how 
to provide consumers with a method for 
calculating their actual monthly payment 
for a loan amount other than $10,000.



Board of Governors of the Federal Reserve System

Amendments to the Official Staff Commentary
on Regulation C
Home Mortgage Disclosure
February 1998*

1. Effective July 1, 1997, comment 3(a)-1 is 
amended to read as follows:

1. General. An institution that ceases to 
meet the tests for HMDA coverage (such 
as the 10 percent test for nondepository 
institutions) or becomes exempt may stop 
collecting HMDA data beginning with the 
next calendar year. For example, a bank 
whose assets are at or below the threshold 
on December 31 of a given year reports 
data for that full calendar year, in which 
it was covered, but does not report data 
for the succeeding calendar year. (Appen
dix A of this part, paragraph I.)

2. E ffective January 1, 1998, comment 
3(a)-2 is added to read as follows, and 
previous comments 2 and 3 were renum
bered as 3 and 4, respectively.

2. Adjustment o f exemption threshold for  
depository institutions. For data collection 
in 1998, the asset-size exemption thresh
old is $29 million. Depository institutions 
with assets at or below $29 million are 
exempt from collecting data for 1998.

3. Effective July 1, 1997, the reference at the 
end o f comment 5(e)-l is amended to read 
“(Appendix A o f this part, paragraph 
II1.F.)”

*  A  co m p le te  co m m en ta ry  pam p h le t, as  am en d ed  January  

1, 1998, c o n s is ts  o f—

• th e  co m m e n ta ry  p am p h le t d a ted  F ebruary  1 9 %  (see  in 

s ide  fron t co v e r)  and

• th is  s lip  sheet.

I tem  2 is  new . T h e  o th e r  item s  w ere  included  in the  A ugust 

1997 sh ip  sheet.



Board of Governors of the Federal Reserve System

Official Staff Commentary 
on Regulation B 
Equal Credit Opportunity 
February 1998*

I. Effective January 30, 1998, comment 
I2(bX6)-I is added to read as follows:

12(b)(6) Self-Tests

1. The rule requires all written or re
corded information about a self-test to be 
retained for 25 months after a self-test has 
been completed. For this purpose, a self
test is completed after the creditor has 
obtained the results and made a determi
nation about what corrective action, if 
any, is appropriate. Creditors are required 
to retain information about the scope of 
the self-test, the methodology used and 
time period covered by the self-test, the 
report or results of the self-test including 
any analysis or conclusions, and any cor
rective action taken in response to the 
self-test.

2. Effective January 30, 1998, comments to 
section 15 are added to read as follows:

SECTION 202.15— Incentives for 
Self-Testing and Self-Correction 

15(a) General Rules

15(a)(1) Voluntary Self-Testing and 
Correction

1. Activities required by any governmen
tal authority are not voluntary self-tests. A 
governmental authority includes both ad
ministrative and judicial authorities for 
federal, state, and local governments.

15(a)(2) Corrective Action Required

1. To qualify for the privilege, appropri-

* A co m p le te  R egu la tion  B C om m entary , a s  am ended  

effec tiv e  Jan u ary  30, 1998, c o n sis ts  o f—

• the  co m m en ta ry  pam p h le t d a ted  N o v em b er 1 9 %  (see  in 

side f ron t co v e r)  and

• th is  slip  sheet.

ate corrective action is required when the 
results of a self-test show that it is more 
likely than not that there has been a vio
lation of the ECOA or this regulation. A 
self-test is also privileged when it identi
fies no violations.

2. In some cases, the issue of whether 
certain information is privileged may arise 
before the self-test is complete or correc
tive actions are fully under way. This 
would not necessarily prevent a creditor 
from asserting the privilege. In situations 
where the self-test is not complete, for the 
privilege to apply the lender must satisfy 
the regulation's requirements within a rea
sonable period of time. To assert the 
privilege where the self-test shows a 
likely violation, the rule requires, at a 
minimum, that the creditor establish a 
plan for corrective action and a method to 
demonstrate progress in implementing the 
plan. Creditors must take appropriate cor
rective action on a timely basis after the 
results of the self-test are known.

3. A creditor’s determination about the 
type of corrective action needed, or a 
finding that no corrective action is re
quired, is not conclusive in determining 
whether the requirements of this para
graph have been satisfied. If a creditor’s 
claim of privilege is challenged, an as
sessment of the need for corrective action 
or the type of corrective action that is 
appropriate must be based on a review of 
the self-testing results, which may require 
an in-camera inspection of the privileged 
documents.

15(a)(3) Other Privileges

1. A creditor may assert the privilege es
tablished under this section in addition to 
asserting any other privilege that may ap
ply, such as the attomey-client privilege

I



Regulation B Commentary

or the work-product privilege. Self-testing 
data may still be privileged under this 
section, whether or not the creditor’s as
sertion of Another privilege is upheld.

15(b) Self-Test Defined  

15(b)(1) Definition

Paragraph 15(b)(l)(i)

1. To qualify for the privilege, a self-test 
must be sufficient to constitute a determi
nation of the extent or effectiveness of the 
creditor’s compliance with the act and 
Regulation B. Accordingly, a self-test is 
only privileged if it was designed and 
used for that purpose. A self-test that is 
designed or used to determine compliance 
with other laws or regulations or for other 
purposes is not privileged under this rule. 
For example, a self-test designed to 
evaluate employee efficiency or custom
ers’ satisfaction with the level of service 
provided by the creditor is not privileged 
even if evidence of discrimination is un
covered incidentally. If a self-test is de
signed for multiple purposes, only the 
portion designed to determine compliance 
with the ECOA is eligible for the 
privilege.

Paragraph 15(b)(l)(ii)

1. The principal attribute of self-testing is 
that it constitutes a voluntary undertaking 
by the creditor to produce new data or 
factual information that otherwise would 
not be available and could not be derived 
from loan or application files or other 
records related to credit transactions. Self
testing includes, but is not limited to, the 
practice of using fictitious applicants for 
credit (testers), either with or without the 
use of matched pairs. A creditor may elect 
to test a defined segment of its business, 
for example, loan applications processed 
by a specific branch or loan officer, or 
applications made for a particular type of 
credit or loan program. A creditor also 
may use other methods of generating in
formation that is not available in loan and 
application files, such as surveying mort

gage loan applicants. To the extent per
mitted by law, creditors might also de
velop new methods that go beyond 
traditional preapplication testing, such as 
hiring testers to submit fictitious loan ap
plications for processing.

2. The privilege does not protect a credi
tor’s analysis performed as part of pro
cessing or underwriting a credit applica
tion. A creditor’s evaluation or analysis of 
its loan files. Home Mortgage Disclosure 
Act data, or similar types of records (such 
as broker or loan officer compensation 
records) does not produce new informa
tion about a creditor’s compliance and is 
not a self-test for purposes of this section. 
Similarly, a statistical analysis of data de
rived from existing loan files is not 
privileged.

15(b)(3) Types o f Information Not 
Privileged

Paragraph I5(b)(3)(i)

I. The information listed in this para
graph is not privileged and may be used 
to determine whether the prerequisites for 
the privilege have been satisfied. Accord
ingly, a creditor might be asked to iden
tify the self-testing method, for example, 
whether preapplication testers were used 
or data were compiled by surveying loan 
applicants. Information about the scope of 
the self-test (such as the types of credit 
transactions examined, or the geographic 
area covered by the test) also is not 
privileged.

Paragraph 15(b)(3)(H)

1. Property appraisal reports, minutes of 
loan-committee meetings or other docu
ments reflecting the basis for a decision 
to approve or deny an application, loan 
policies or procedures, underwriting stan
dards, and broker compensation records 
are examples of the types of records that 
are not privileged. If a creditor arranges 
for testers to submit loan applications for 
processing, the records are not related to 
actual credit transactions for purposes of
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this paragraph and may be privileged self
testing records.

15(c) Appropriate Corrective Action

1. The rule only addresses what correc
tive actions are required for a creditor to 
take advantage of the privilege in this 
section. A creditor may still be required to 
take other actions or provide additional 
relief if a formal finding of discrimination 
is made.

15(c)(1) General Requirement

1. Appropriate corrective action is re
quired even though no violation has been 
formally adjudicated or admitted by the 
creditor. In determining whether it is 
more likely than not that a violation oc
curred, a creditor must treat testers as if 
they are actual applicants for credit. A 
creditor may not refuse to take appropri
ate corrective action under this section be
cause the self-test used fictitious loan ap
plicants. The fact that a tester’s agreement 
with the creditor waives the tester’s legal 
right to assert a violation does not elimi
nate the requirement for the creditor to 
take corrective action, although no reme
dial relief for the tester is required under 
paragraph 15(c)(3).

15(c)(2) Determining the Scope o f 
Appropriate Corrective Action

1. Whether a creditor has taken or is tak
ing corrective action that is appropriate 
will be determined on a case-by-case ba
sis. Generally, the scope of the corrective 
action that is needed to preserve the privi
lege is governed by the scope of the self
test. For example, a creditor that self-tests 
mortgage loans and discovers evidence of 
discrimination may focus its corrective 
actions on mortgage loans and is not re
quired to expand its testing to other types 
of loans.

2. In identifying the policies or practices 
that are the likely cause of the violation, a 
creditor might identify inadequate or im
proper lending policies, failure to imple
ment established policies, employee con

duct, or other causes. The extent and 
scope of a likely violation may be as
sessed by determining which areas of op
erations are likely to be affected by those 
policies and practices, for example, by de
termining the types of loans and stages of 
the application process involved and the 
branches or offices where the violations 
may have occurred.

3. Depending on the method and scope of 
the self-test and the results of the test, 
appropriate corrective action may include 
one or more of the following:

i. if the self-test identifies individuals 
whose applications were inappropri
ately processed, offering to extend 
credit if the application was improp
erly denied and compensating such 
persons for out-of-pocket costs and 
other compensatory damages;

ii. correcting institutional policies or pro
cedures that may have contributed to 
the likely violation, and adopting new 
policies as appropriate;

iii. identifying and then training and/or 
disciplining the employees involved;

iv. developing outreach programs, mar
keting strategies, or loan products to 
serve more effectively segments of the 
lender’s markets that may have been 
affected by the likely discrimination; 
and

v. improving audit and oversight systems 
to avoid a recurrence of the likely 
violations.

15(c)(3) Types o f Relief

Paragraph 15(c)(3)(ii)

1. The use of preapplication testers to 
identify policies and practices that ille
gally discriminate does not require credi
tors to review existing loan files for the 
purpose of identifying and compensating 
applicants who might have been adversely 
affected.

2. If a self-test identifies a specific appli
cant that was subject to discrimination on 
a prohibited basis, in order to qualify for 
the privilege in this section the creditor

3



Regulation B Commentary

must provide appropriate remedial relief 
to that applicant; the creditor would not 
be required under this paragraph to iden
tify other applicants who might also have 
been adversely affected.

Paragraph 15(c)(3)(iii)

1. A creditor is not required to provide 
remedial relief to an applicant that would 
not be available by law. An applicant 
might also be ineligible for obtaining cer
tain types of relief due to changed cir
cumstances. For example, a creditor is not 
required to offer credit to a denied appli
cant if the applicant no longer qualifies 
for the credit due to a change in financial 
circumstances, although some other type 
of relief might be appropriate.

15(d)(1) Scope o f privilege

1. The privilege applies with respect to 
any examination, investigation or proceed
ing by federal, state, or local government 
agencies relating to compliance with the 
act or this regulation. Accordingly, in a 
case brought under the ECOA, the privi
lege established under this section pre
empts any inconsistent laws or court rules 
to the extent they might require disclosure 
of privileged self-testing data. The privi
lege does not apply in other cases, for 
example, litigation filed solely under a 
state’s fair lending statute. In such cases, 
if a court orders a creditor to disclose 
self-test results, the disclosure is not a 
voluntary disclosure or waiver of the 
privilege for purposes of paragraph 
15(d)(2); creditors may protect the infor
mation by seeking a protective order to 
limit availability and use of the self
testing data and prevent dissemination be
yond what is necessary in that case. Para
graph 15(d)(1) precludes a party who has 
obtained privileged information from us
ing it in a case brought under the ECOA, 
provided the creditor has not lost the 
privilege through voluntary disclosure un
der paragraph 15(d)(2).

15(d)(2) Loss o f Privilege

Paragraph 15(d)(2)(i)

1. Corrective action taken by a creditor, 
by itself, is not considered a voluntary 
disclosure of the self-test report or results. 
For example, a creditor does not disclose 
the results of a self-test merely by offer
ing to extend credit to a denied applicant 
or by inviting the applicant to reapply for 
credit. Voluntary disclosure could occur 
under this paragraph, however, if the 
creditor disclosed the self-test results in 
connection with a new offer of credit.

2. Disclosure of self-testing results to an 
independent contractor acting as an audi
tor or consultant for the creditor on com
pliance matters does not result in loss of 
the privilege.

Paragraph 15(d)(2)(H)

1. The privilege is lost if the creditor dis
closes privileged information, such as the 
results of the self-test. The privilege is 
not lost if the creditor merely reveals or 
refers to the existence of the self-test.

Paragraph 15(d)(2)(iii)

1. A creditor’s claim of privilege may be 
challenged in a court or administrative 
law proceeding with appropriate jurisdic
tion. In resolving the issue, the presiding 
officer may require the creditor to pro
duce privileged information about the 
self-test.

15(d)(3) Limited Use o f Privileged 
Information

1. A creditor may be required to produce 
privileged documents for the purpose of 
determining a penalty or remedy after a 
violation of the ECOA or Regulation B 
has been formally adjudicated or admit
ted. A creditor’s compliance with this re
quirement does not evidence the creditor’s 
intent to forfeit the privilege.



Board of Governors of the Federal Reserve System

Amendments to Regulation B
and the Equal Credit Opportunity Act
February 1998*

1. Effective December 14, 1993, the last sen
tence o f section 202.1(b) is amended to 
read as follows:

The regulation also requires creditors to 
notify applicants of action taken on their 
applications; to report credit history in the 
names of both spouses on an account; to 
retain records of credit applications; to 
collect information about the applicant's 
race and other personal characteristics in 
applications for certain dwelling-related 
loans; and to provide applicants with cop
ies of appraisal reports used in connection 
with credit transactions.

2. Effective December 14, 1993, a new sec
tion 202.5a is added:

SECTION 202.5a— Rules on 
Providing Appraisal Reports

(a) Providing appraisals. A creditor shall 
provide a copy of the appraisal report 
used in connection with an application for 
credit that is to be secured by a lien on a 
dwelling. A creditor shall comply with ei
ther paragraph (a)(1) or (a)(2) of this 
section.

(1) Routine delivery. A creditor may 
routinely provide a copy of the ap
praisal report to an applicant (whether 
credit is granted or denied or the appli
cation is withdrawn).
(2) Upon request. A creditor that does 
not routinely provide appraisal reports 
shall provide a copy upon an appli
cant’s written request.

* A c o m p le te  R egulation  B. as  am en d ed  January  30, 

1998. c o n sis ts  o f—

• the regu la tion  p am phle t d a ted  F ebruary  1990 (see  inside 
front co v e r)  and

• th is  slip  sheet.

Item s 3. 5 . and  11 a re  new. T he  o th er  item s w ere  included  

in the M ay 1994 slip  sheet.

(i) Notice. A creditor that provides 
appraisal reports only upon request 
shall notify an applicant in writing of 
the right to receive a copy of an 
appraisal report. The notice may be 
given at any time during the applica
tion process but no later than when 
the creditor provides notice of action 
taken under section 202.9 of this 
part. The notice shall specify that the 
applicant's request must be in writ
ing, give the creditor’s mailing ad
dress, and state the time for making 
the request as provided in paragraph 
(a)(2)(ii) of this section.
(ii) Delivery. A creditor shall mail or 
deliver a copy of the appraisal report 
promptly (generally within 30 days) 
after the creditor receives an appli
cant’s request, receives the report, or 
receives reimbursement from the ap
plicant for the report, whichever is 
last to occur. A creditor need not 
provide a copy when the applicant’s 
request is received more than 90 
days after the creditor has provided 
notice of action taken on the applica
tion under section 202.9 of this part 
or 90 days after the application is 
withdrawn.

(b) Credit unions. A creditor that is sub
ject to the regulations of the National 
Credit Union Administration on making 
copies of appraisals available is not sub
ject to this section.

(c) Definitions. For purposes of paragraph
(a) of this section, the term dwelling 
means a residential structure that contains 
one to four units whether or not that 
structure is attached to real property. The 
term includes, but is not limited to. an 
individual condominium or cooperative 
unit, and a mobile or other manufactured 
home. The term appraisal report means

I
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the document(s) relied upon by a creditor 
in evaluating the value of the dwelling.

3. Effective January 30, 1998, section  
202.12(b)(6) is added to read as follows:

(6) Self-tests. For 25 months after a self
test (as defined in section 202.15) has 
been completed, the creditor shall retain 
all written or recorded information about 
the self-test. A creditor shall retain infor
mation beyond 25 months if it has actual 
notice that it is under investigation or is 
subject to an enforcement proceeding for 
an alleged violation, or if it has been 
served with notice of a civil action. In 
such cases, the creditor shall retain the 
information until final disposition of the 
matter, unless an earlier time is allowed 
by the appropriate agency or court order.

4. Effective December 14, 1993, section 
202.14(b) is amended by revising para
graph (3) and by adding new paragraphs 
(4) and (5), to read as follows:

(3) If an agency responsible for adminis
trative enforcement is unable to obtain 
compliance with the act or this regulation, 
it may refer the matter to the attorney 
general of the United States. In addition, 
if the Board, the Comptroller of the Cur
rency, the Federal Deposit Insurance Cor
poration, the Office of Thrift Supervision, 
or the National Credit Union Administra
tion has reason to believe that one or 
more creditors engaged in a pattern or 
practice of discouraging or denying appli
cations in violation of the act or this 
regulation, the agency shall refer the mat
ter to the attorney general. Furthermore, 
the agency may refer a matter to the at
torney general if the agency has reason to 
believe that one or more creditors violated 
section 701(a) of the act.
(4) On referral, or whenever the attorney 
general has reason to believe that one or 
more creditors engaged in a pattern of 
practice in violation of the act or this 
regulation, the attorney general may bring

a civil action for such relief as may be 
appropriate, including actual and punitive 
damages and injunctive relief.
(5) If the Board, the Comptroller of the 
Currency, the Federal Deposit Insurance 
Corporation, the Office of Thrift Supervi
sion, or the National Credit Union Ad
ministration has reason to believe (as a 
result of a consumer complaint, conduct
ing a consumer compliance examination, 
or otherwise) that a violation of the act or 
this regulation has occurred which is also 
a violation of the Fair Housing Act, and 
the matter is not referred to the attorney 
general, the agency shall notify—

(i) the secretary of Housing and Urban 
Development; and
(ii) the applicant that the secretary of 
Housing and Urban Development has 
been notified and that remedies for the 
violation may be available under the 
Fair Housing Act.

5. Effective January 30, 1998, section 
202.15 is added to read as follows:

SECTION 202.15— Incentives for 
Self-Testing and Self-Correction

(a) General rules.
(1) Voluntary self-testing and correc
tion. The report or results of the self
test that a creditor voluntarily conducts 
(or authorizes) are privileged as pro
vided in this section. Data collection 
required by law or by any governmen
tal authority is not a voluntary self-test.
(2) Corrective action required. The 
privilege in this section applies only if 
the creditor has taken or is taking ap
propriate corrective action.
(3) Other privileges. The privilege cre
ated by this section does not preclude 
the assertion of any other privilege that 
may also apply.

(b) Self-test defined.
(I) Definition. A self-test is any pro
gram, practice, or study that—

(i) is designed and used specifically 
to determine the extent or effective-
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ness of a creditor’s compliance with 
the act or Regulation B; and 
(ii) creates data or factual informa
tion that is not available and cannot 
be derived from loan or application 
files or other records related to credit 
transactions.

(2) Types o f information privileged. 
The privilege under this section applies 
to the report or results of the self-test, 
data or factual information created by 
the self-test, and any analysis, opinions, 
and conclusions pertaining to the self
test report or results. The privilege cov
ers workpapers or draft documents as 
well as final documents.
(3) Types o f information not privileged. 
The privilege under this section does 
not apply to—

(i) inform ation about whether a 
creditor conducted a self-test, the 
methodology used or the scope of 
the self-test, the time period covered 
by the self-test, or the dates it was 
conducted; or
(ii) loan and application files or 
other business records related to 
credit transactions, and information 
derived from such files and records, 
even if it has been aggregated, sum
marized, or reorganized to facilitate 
analysis.

(c) Appropriate corrective action.
(1) General requirement. For the privi
lege in this section to apply, appropriate 
corrective action is required when the 
self-test shows that it is more likely 
than not that a violation occurred, even 
though no violation has been formally 
adjudicated.
(2) Determining the scope o f appropri
ate corrective action. A creditor must 
take corrective action that is reasonably 
likely to remedy the cause and effect of 
a likely violation by—

(i) identifying the policies or prac
tices that are the likely cause of the 
violation; and
(ii) assessing the extent and scope of 
any violation.

(3) Types o f relief. Appropriate correc

tive action may include both prospec
tive and remedial relief, except that to 
establish a privilege under this 
section—

(i) a creditor is not required to pro
vide remedial relief to a tester used 
in a self-test;
(ii) a creditor is only required to 
provide remedial relief to an appli
cant identified by the self-test as one 
whose rights were more likely than 
not violated; and
(iii) a creditor is not required to pro
vide remedial relief to a particular 
applicant if the statute of limitations 
applicable to the violation expired 
before the creditor obtained the re
sults of the self-test or the applicant 
is otherwise ineligible for such relief.

(4) No admission o f violation. Taking 
corrective action is not an admission 
that a violation occurred.

(d)(1) Scope o f privilege. The report or 
results of a privileged self-test may not 
be obtained or used—

(i) by a government agency in any 
examination or investigation relating 
to compliance with the act or this 
regulation; or
(ii) by a government agency or an 
applicant (including a prospective ap
plicant who alleges a violation of 
section 202.5(a)) in any proceeding 
or civil action in which a violation of 
the act or Regulation B is alleged.

(2) Loss o f privilege. The report or re
sults of a self-test are not privileged 
under paragraph (d)(1) of this section if 
the creditor or a person with lawful 
access to the report or results)—

(i) voluntarily discloses any part of 
the report or results, or any other 
information privileged under this sec
tion, to an applicant or government 
agency or to the public;
(ii) discloses any part of the report 
or results, or any other information 
privileged under this section, as a de
fense to charges that the creditor has 
violated the act or regulation; or
(iii) fails or is unable to produce
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written or recorded information about 
the self-test that is required to be 
retained under section 202.12(b)(6) 
when the information is needed to 
determine whether the privilege ap
plies. This paragraph does not limit 
any other penalty or remedy that 
may be available for a violation of 
section 202.12.

(3) Limited use o f privileged informa
tion. Notwithstanding paragraph (d)(1) 
of this section, the self-test report or 
results and any other information privi
leged under this section may be ob
tained and used by an applicant or gov
ernment agency solely to determine a 
penalty or remedy after a violation of 
the act or this regulation has been adju
dicated or admitted. Disclosures for this 
limited purpose may be used only for 
the particular proceeding in which the 
adjudication or admission was made. 
Information disclosed under (d)(3) re
mains privileged under paragraph (d)(1) 
of this section.

6. Effective May I, 1992, the introductory 
text and the first three items o f appendix 
A are amended to read as follows:

APPENDIX A— Federal Enforcement 
Agencies

The following list indicates the federal 
agencies that enforce Regulation B for 
particular classes of creditors. Any ques
tions concerning a particular creditor 
should be directed to its enforcement 
agency. Terms that are not defined in the 
Federal Deposit Insurance Act (12 USC 
1813(s)) shall have the meaning given to 
them in the International Banking Act of 
1978 (12 USC 3101).

National banks and federal branches and 
federal agencies o f foreign banks 
District office of the Office of the Comp
troller of the Currency for the district in 
which the institution is located

State member banks, branches and agen
cies o f foreign banks (other than federal

4

branches, federal agencies, and insured 
state branches o f foreign banks), commer
cial lending companies owned or con
trolled by foreign banks, and organiza
tions operating under section 25 or 25A 
o f the Federal Reserve Act 
Federal Reserve Bank serving the District 
in which the institution is located

Nonmember insured banks and insured 
state branches o f foreign banks 
Federal Deposit Insurance Corporation re
gional director for the region in which the 
institution is located

* * * * *

7. Effective December 14, 1993, the first and 
last paragraphs o f the introductory text to 
appendix C are amended to read as fo l
lows:

APPENDIX C— Sample Notification 
Forms

This appendix contains nine sample noti
fication forms. Forms C-l through C-4 
are intended for use in notifying an appli
cant that adverse action has been taken on 
an application or account under section 
202.9(a)(1) and (2)(i) of this regulation. 
Form C-5 is a notice of disclosure of the 
right to request specific reasons for ad
verse action under section 202.9(a)(1) and
(2)(ii). Form C-6 is designed for use in 
notifying an applicant, under section 
202.9(c)(2), that an application is incom
plete. Forms C-7 and C-8 are intended for 
use in connection with applications for 
business credit under section 202.9(a)(3). 
Form C-9 is designed for use in notifying 
an applicant of the right to receive a copy 
of an appraisal under section 202.5a.

*  *  *  *  *

A creditor may design its own notifica
tion forms or use all or a portion of the 
forms contained in this appendix. Proper 
use of Forms C-l through C-4 will satisfy 
the requirement of section 202.9(a)(2)(i). 
Proper use of Forms C-5 and C-6 consti
tutes full compliance with sections 
202.9(a)(2)(ii) and 202.9(c)(2), respec
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tively. Proper use of Forms C-7 and C-8 
will satisfy the requirements of section 
202.9(a)(2)(i) and (ii), respectively, for 
applications for business credit. Proper 
use of Form C-9 will satisfy the require
ments of section 202.5a of this part.

8. Effective December 14, 1993, appendix C 
is amended by adding a new Form C-9:

Form C-9— Sample Disclosure of 
Right to Receive a Copy of an 
Appraisal

You have the right to a copy of the ap
praisal report used in connection with 
your application for credit. If you wish a 
copy, please write to us at the mailing 
address we have provided. We must hear 
from you no later than 90 days after we 
notify you about the action taken on your 
credit application or you withdraw your 
application.

[In your letter, give us the following 
information:]

EQUAL CREDIT OPPORTUNITY 
ACT

9. Effective December 19, 1991, section 701 
is amended by adding a new paragrpah
(e):

(e) Each creditor shall promptly furnish 
an applicant, upon written request by the 
applicant made within a reasonable period 
of time of the application, a copy of the 
appraisal report used in connection with 
the applicant’s application for a loan that 
is or would have been secured by a lien 
on residential real property. The creditor 
may require the applicant to reimburse the 
creditor for the cost of the appraisal.

10. Effective December 19, 1991, section 
704(a) is amended by revising paragraph

(1) and by adding a sentence following 
paragraph (9):

SECTION 704— Administrative 
Enforcement

(a) Compliance with the requirements im
posed under this title shall be enforced 
under:

(1) Section 8 of the Federal Deposit 
Insurance Act, in the case of—

(A) national banks, and Federal 
branches and Federal agencies of for
eign banks, by the Office of the 
Comptroller of the Currency;
(B) member banks of the Federal 
Reserve System (other than national 
banks), branches and agencies of for
eign banks (other than Federal 
branches. Federal agencies, and in
sured State branches of foreign 
banks), commercial lending compa
nies owned or controlled by foreign 
banks, and organizations operating 
under section 25 or 25A of the Fed
eral Reserve Act, by the Board of 
Governors of the Federal Reserve 
System; and
(C) banks insured by the Federal 
Deposit Insurance Corporation (other 
than members of the Federal Reserve 
System) and insured State branches 
of foreign banks, by the Board of 
Directors of the Federal Deposit In
surance Corporation;

* * * * *

The terms used in paragraph (1) that are 
not defined in this title or otherwise defined 
in section 3(s) of the Federal Deposit Insur
ance Act (12 U.S.C. 18 13(s>) shall have the 
meaning given to them in section Kb) of 
the International Banking Act of 1978 ( 12 
U.S.C. 3101).

11. Effective September 30, 1996, section 
704A was added to read as follows:

SECTION 704A— Incentives for 
Self-Testing and Self-Correction

(a) Privileged information.
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(1) A report or result of a self-test (as 
that term is defined by regulations of 
the Board) shall be considered to be 
privileged under paragraph (2) if a 
creditor—

(A) conducts, or authorizes an inde
pendent third party to conduct, a 
self-test of any aspect of a credit 
transaction by a creditor, in order to 
determine the level or effectiveness 
of compliance with this title by the 
creditor; and
(B) has identified any possible viola
tion of this title by the creditor and 
has taken, or is taking, appropriate 
corrective action to address any such 
possible violation.

(2) If a creditor meets the conditions 
specified in subparagraphs (A) and (B) 
of paragraph (1) with respect to a self
test described in that paragraph, any re
port or results of that self-test—

(A) shall be privileged; and
(B) may not be obtained or used by 
any applicant, department, or agency 
in any—

(i) proceeding or civil action in 
which one or more violations of 
this title are alleged; or
(ii) examination or investigation 
relating to compliance with this 
title.

(b) Results o f self-testing.
(1) No provision of this section may be 
construed to prevent an applicant, de
partment, or agency from obtaining or 
using a report or results of any self-test 
in any proceeding or civil action in 
which a violation of this title is alleged, 
or in any examination or investigation 
of compliance with this title if—

(A) the creditor or any person with 
lawful access to the report or 
results—

(i) voluntarily releases or discloses 
all, or any part of, the report or 
results to the applicant, depart
ment, or agency, or to the general 
public; or
(ii) refers to or describes the re
port or results as a defense to

charges of violations of this title 
against the creditor to whom the 
self-test relates; or

(B) the report or results are sought 
in conjunction with an adjudication 
or admission of a violation of this 
title for the sole purpose of determin
ing an appropriate penalty or remedy.

(2) Any report or results of a self-test 
that are disclosed for the purpose speci
fied in paragraph (1)(B)—

(A) shall be used only for the par
ticular proceeding in which the adju
dication or admission referred to in 
paragraph (1)(B) is made; and
(B) may not be used in any other 
action or proceeding.

(c) Adjudication. An applicant, depart
ment, or agency that challenges a privi
lege asserted under this section may seek 
a determination of the existence and ap
plication of that privilege in—

(1) a court of competent jurisdiction; 
or
(2) an administrative law proceeding 
with appropriate jurisdiction.

12. Effective December 19, 1991, section 706 
is amended by revising subsections (g) 
and (h) and by adding a new subsection 
(k), to read as follows:

(g) The agencies having responsibility for 
administrative enforcement under section 
704, if unable to obtain compliance with 
section 701, are authorized to refer the 
matter to the Attorney General with a rec
ommendation that an appropriate civil ac
tion be instituted. Each agency referred to 
in paragraphs (1), (2), and (3) of section 
704(a) shall refer the matter to the Attor
ney General whenever the agency has rea
son to believe that 1 or more creditors 
has engaged in a pattern or practice of 
discouraging or denying applications for 
credit in violation of section 701(a). Each 
such agency may refer the matter to the 
Attorney General whenever the agency 
has reason to believe that 1 or more 
creditors has violated section 701(a).

(h) When a matter is referred to the At-
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tomey General pursuant to subsection (g), 
or whenever he has reason to believe that 
one or more creditors are engaged in a 
pattern or practice in violation of this 
title, the Attorney General may bring a 
civil action in any appropriate United 
States district court for such relief as may 
be appropriate, including actual and puni
tive damages and injunctive relief. 

* * * * *  

(k) Notice to HUD o f violations. When
ever an agency referred to in paragraph
(1), (2), or (3) of section 704(a)—

(1) has reason to believe, as a result of 
receiving a consumer complaint, con

ducting a consumer compliance exami
nation, or otherwise, that a violation of 
this title has occurred;
(2) has reason to believe that the al
leged violation would be a violation of 
the Fair Housing Act; and
(3) does not refer the matter to the At
torney General pursuant to subsection 

(g).
the agency shall notify the Secretary of 
Housing and Urban Development of the 
violation, and shall notify the applicant 
that the Secretary of Housing and Urban 
Development has been notified of the al
leged violation and that remedies for the 
violation may be available under the Fair 
Housing Act.



Board of Governors of the Federal Reserve System

Amendments to Regulation Y 
Bank Holding Companies 
and Change in Bank Control 
January 1998*

1. Effective November 12, 1997, section 
225.24(d)(2) was amended to read as 
follows:

(2) Board action; internal schedule. The 
Board seeks to act on every notice re
ferred to it for decision within 60 days of 
the date that the notice is filed with the 
Reserve Bank. If the Board is unable to 
act within this period, the Board shall no
tify the notificant and explain the reasons 
and the date by which the Board expects 
to act.

2. Effective November 12, 1997, section 
225.24(d)(3) was amended by adding a 
new paragraph (3) and by renumbering 
the old paragraphs (3) and (4) as para
graphs (4) and (5), respectively, to read 
as follows:

(3) (i) Required time limit fo r  System ac
tion. The Board or the Reserve Bank 
shall act on any notice under this sec
tion within 60 days after the submis
sion of a complete notice.
(ii) Extension o f required period fo r  
action.

(A) In general. The Board may ex

tend the 60-day period required for 
Board action under paragraph
(d)(3)(i) of this section for an addi
tional 30 days upon notice to the 
notificant.
(B) Unlisted activities. If a notice in
volves a proposal to engage in an 
activity that is not listed in section 
225.28, the Board may extend the 
period required for Board action un
der paragraph (d)(3)(i) of this section 
for an additional 90 days. This 90- 
day extension is in addition to the 
30-day extension period provided in 
paragraph (d)(3)(ii)(A) of this sec
tion. The Board shall notify the 
notificant that the notice period has 
been extended and explain the rea
sons for the extension.

(4) Requests fo r additional information. 
The Board or the Reserve Bank may 
modify the information requirements un
der this section or at any time request any 
additional information that either believes 
is needed for a decision on any notice 
under this section.
(5) Tolling o f period. The Board or the 
Reserve Bank may at any time extend or 
toll the time period for action on a notice 
for any period with the consent of the 
notificant.

* A  co m p le te  R eg u la tio n  Y, as  a m en d ed  e ffec tiv e  N o 

v em b er  12, 1997, c o n sis ts  o f —

• th e  reg u la tio n  p am p h le t d a ted  M ay  1997 (see in sid e  front 

co v e r)  and

• th is  slip  sheet.




