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HOM E M ORTGAGE DISCLOSURE  
Revision o f Regulation C

FEDERAL RESERVE BANK
OF NEW YORK

To A ll Institutions Subject to the Home Mortgage Disclosure Act, and 
Others Concerned, in the Second Federal Reserve District:

The Board of Governors of the Federal Reserve System has revised its Regulation C, “ Home Mortgage 
Disclosure,” in order to simplify the regulation and further implement the Home Mortgage Disclosure Act.

The following is quoted from the text of the Board’s announcement:
HMDA requires financial institutions located in standard metropolitan statistical areas (SMSAs) to disclose 

publicly the location of their residential mortgage loans. Institutions with more than $10 million in assets are 
covered.

The Board’s action, effective immediately for the most part, followed amendment of the Act by the Congress 
and extension of its life by five years. The amendments to the Act require (1) compilation and disclosure of 
mortgage loan data on a calendar (rather than fiscal) year basis; (2) itemization of data by census tract and county 
(rather than by census tract and ZIP Code); (3) the use of a standard disclosure format to be prescribed by the 
Federal Reserve; (4) a system of central data repositories in each SMSA, and (5) aggregation of mortgage loan 
data to cover all institutions in each SMSA.

The Board in November amended Regulation C to implement the changeover to calendar year compilation of 
the data required by the Act. The Board’s further revisions of the regulation implement the other changes in the 
Act.

At the same time the Board has further revised the regulation — in keeping with the Board’s Regulatory 
Improvement Project for review and simplification of all of its regulations — to simplify the language and 
substance of Regulation C, to focus disclosure requirements on those that are most useful and that can be provided 
at reasonable cost, and to make the regulation more concise. The revised regulation is nearly a third shorter than 
the existing regulation.

The principal revisions of Regulation C:
—Require depsoitory institutions to report the location of property on which they make mortgage or home 

improvement loans, and related data, to their primary Federal regulators. The data will be forwarded to the 
Federal Reserve for compilation and aggregation. To this end the Board has prepared a standard reporting form, 
which will be supplied to lenders in the near future.

—Require covered institutions, effective September 30, 1981, to display a notice in their lobby that informa­
tion about the institution’s mortgage lending is available. The Board will furnish such a notice upon request.

—Permit the use of either 1970 or 1980 census tracts as a basis for reporting, pending full availability of 1980 
census tract maps from the Census Bureau.

— Permit most institutions that have been exempt (on grounds of size or location) but which lose their exemp­
tion, to begin compiling data for the year following the year in which the exemption is lost (rather than for the year 
preceding the loss).

—Require disclosures of conventional loans and of FHA, FmHA (Farmers Home Administration) and VA 
loans, but not (as previously required) the sum of the conventional and other types of loans.

—Avoid duplicate reporting of loans by a branch and a head office of a lending institution located in the same 
SMSA.

—Limit reports by branch offices to data on loans made on property in the SMSA where the branch is located.
Printed on the following pages is a summary description of the revised Regulation C. The complete text 

of the revised regulation and the official notice of the Board’s action, including the Board’s regulatory 
analysis, will be published in the Federal Register. Single copies of that text may be obtained from the Division 
of Consumer and Community Affairs > Board of Governors of the Federal Reserve System, Washington, D.C. 
20551 (Tel. No. 202-452-2412), or from the Circulars Division of this Bank (Tel. No. 212-791-5216).

Printed copies of the revised Regulation C, in pamphlet form, will be sent to all member banks in the 
Second Federal Reserve District and others who maintain sets of the Board’s regulations as soon as they are 
available. Questions regarding Regulation C may be directed to our Consumer Affairs and Bank Regulations 
Department (Tel. No. 212-791-5914).

A n t h o n y  m . S o l o m o n ,
President.
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FEDERAL RESERVE SYSTEM

[12  CFR Pa r t  2 03 ]  

[ R e g u l a t i o n  C; Docke t  No. R - 0 3 5 0 ]  

HOME MORTGAGE DISCLOSURE 

R e v i s i o n  o f  R e g u l a t i o n  C

AGENCY: Board  o f  G o v e rn o r s  o f  the  Federa l  R e se rve  System.

ACTION: F i n a l  r u l e .

SUMMARY: The Board  i s  a d o p t i n g  in  f i n a l  form a r e v i s e d  v e r s i o n  o f  R e g u l a t i o n  C.
R e g u l a t i o n  C implements  the  Home M or tgage  D i s c l o s u r e  Act and r e q u i r e s  d e p o s i t o r y  
i n s t i t u t i o n s  w i th  o f f i c e s  i n  s t a n d a rd  m e t r o p o l i t a n  s t a t i s t i c a l  a r e a s  (SMSAs)  to  
d i s c l o s e  data  about t h e i r  home mortgage  and home improvement l o a n s  each y e a r .  
I n s t i t u t i o n s  w i th  l e s s  than  $10  m i l l i o n  in  a s s e t s  a re  exempt from co ve rage .

The r e v i s i o n  implements c e r t a i n  amendments to  the  ac t  made by the  Hous ­
i n g  and Community Deve lopment Act o f  1980, and s i m p l i f i e s  the  r e g u l a t i o n  g e n e r a l l y .  
The p roposed  r e v i s i o n  was p u b l i s h e d  f o r  comment at  46 FR 11780 ( F e b ru a r y  10, 1981).

A r e g u l a t o r y  a n a l y s i s  has been p rep a red ,  to  comply both  w i th  the  expanded 
r u le m a k in g  p r o c e d u re s  s e t  f o r t h  in  the  B o a r d ' s  p o l i c y  s ta tem ent  o f  J an u a ry  19,
1979 (44 FR 3957) and w i th  the  req u i re m en t s  o f  the  R e g u l a t o r y  F l e x i b i l i t y  Act 
(Pub. L. 9 6 - 3 5 4 ) .  C o p i e s  may be o b t a in e d  from the  Consumer A f f a i r s  o f f i c e  o f  
any Federa l  R e se r v e  Bank o r  from the  B o a r d ' s  D i v i s i o n  o f  Consumer and Community 
A f f a i r s ,  Board o f  G o v e rn o r s  o f  the  Federa l  Re se rve  System, W a sh ing ton ,  D. C.
20551.

The Board  a l s o  adopted  mortgage  loan  d i s c l o s u r e  form HMDA-1, whose 
u se  w i l l  be mandatory  f o r  the  r e p o r t i n g  o f  1981 l o an  da ta .  T h i s  form has been 
s u b m i t te d  to  the  O f f i c e  o f  Management and Budget i n  a cco rdance  w i th  the  r e q u i r e ­
ments o f  the  Paperwork Reduc t ion  Act .  The Board  w i l l  i s s u e  i t  in  f i n a l  form 
once the  0MB r e v ie w  p ro c e d u re s  have been comple ted.

EFFECT IVE  DATES: The r e g u l a t i o n  t a k e s  e f f e c t  im m ed ia te l y ,  e xcept  t h a t  a lobby
n o t i c e  requ i rem en t  t a k e s  e f f e c t  on September 30, 1981.

FOR FURTHER INFORMATION, CONTACT: John C. Wood, S e n i o r  A t t o r n e y ,  o r  C l a u d i a
Y a r u s ,  J e s s e  F i l k i n s ,  o r  Lynn G o ld fad e n ,  S t a f f  A t t o r n e y s ,  D i v i s i o n  o f  Consumer 
and Community A f f a i r s ,  Board  o f  G o ve rn o r s  o f  the  Federa l  Re se rve  System, W ash ing ­
t o n ,  D .C .  20551 ( 2 0 2 - 4 5 2 - 3 8 6 7 ) .

SUPPLEMENTARY INFORMATION: (1 )  G e n e r a l . R e g u l a t i o n  C implements  the  Home
M or tgage  D i s c l o s u r e  Act (HMDA), 12 U . S .C .  2801 e t  s e q .,  and r e q u i r e s  d e p o s i ­
t o r y  i n s t i t u t i o n s  o v e r  $10  m i l l i o n  in  a s s e t s  t h a t  have o f f i c e s  i n  SMSAs to  
make annua l  d i s c l o s u r e  o f  t h e i r  mortgage  l e n d i n g  a c t i v i t y .  On O c tobe r  8, 1980, 
p r o v i s i o n s  o f  the  H o u s in g  and Community Deve lopment  Act  o f  1980 (Pub. L. 96 -399 )  
amended HMDA and extended  i t  f o r  a f i v e - y e a r  p e r i o d .  The amendments r e q u i r e
(1 )  t h a t  d e p o s i t o r y  i n s t i t u t i o n s  change t h e i r  data  c o m p i l a t i o n  and d i s c l o s u r e s  
from a f i s c a l  t o  a c a l e n d a r  y e a r  b a s i s ,  b e g i n n i n g  w i th  1980 d a ta ;  (2 )  t h a t  
d i s c l o s u r e s  be made by c e n su s  t r a c t  and c o u n ty ,  r a t h e r  than  by c e n su s  t r a c t
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and Z IP  code; (3 )  t h a t  the  Federa l  Re se rve  Board  p r e s c r i b e  a s t a n d a rd  fo rm at  
f o r  d i s c l o s u r e s ;  (4 )  t h a t  d i s c l o s u r e  s ta te m en t s  be made a v a i l a b l e  at  c e n t r a l  
data  r e p o s i t o r i e s  in  each SMSA; and (5)  t h a t  a g g re g a t e  data t a b l e s ,  c o v e r i n g  
a l l  i n s t i t u t i o n s  in  each SMSA, be p repa red  and made a v a i l a b l e  by the  Fede ra l  
F i n a n c i a l  I n s t i t u t i o n s  E xam ina t ion  C o un c i l  ( F F I E C ) .  On December 8, 1980, the  
Board  p u b l i s h e d  an amendment to  R e g u l a t i o n  C t o  implement c a l e n d a r  y e a r  d i s c l o ­
s u r e s  f o r  1980 and subsequen t  y e a r s  (45 FR 80813) .

On F eb rua ry  10, 1981, the  Board  p u b l i s h e d  a p roposed  r e v i s i o n  o f  
R e g u l a t i o n  C to  implement the  rem a in in g  s t a t u t o r y  changes  (46 FR 11780 ) ,  and 
r e c e i v e d  a p p ro x im a t e l y  225 comments. The Board  i s  now a d o p t in g  a r e v i s e d  
R e g u l a t i o n  C in  f i n a l  form.

The Board  has a l s o  adopted  a r e v i s e d  v e r s i o n  o f  the  HMDA-1 form. As 
r e q u i r e d  by the  Paperwork Reduc t ion  Act (Pub. L. 9 6 - 5 1 1 ) ,  the  form must s t i l l  
undergo  0MB rev iew .  The Board w i l l  p u b l i s h  the  f i n a l  v e r s i o n  a f t e r  t h a t  rev iew  
has been completed.

Under 5 U . S .C .  5 5 3 ( d ) ,  the  gene ra l  requ i rem ent  to  d e l a y  the  e f f e c t i v e  
da te  o f  a r u l e  u n t i l  30 days  o r  more a f t e r  i t s  p u b l i c a t i o n  does not a p p l y  where, 
as  i n  t h i s  c a se ,  the  r u l e  r e l i e v e s  r e s t r i c t i o n s .  A c c o r d i n g l y ,  the  r e g u l a t i o n  
i s  e f f e c t i v e  im m ed ia te ly ,  w i th  the  e x c e p t i o n  o f  a l obby  n o t i c e  requ i rem ent  I
which  becomes e f f e c t i v e  on September 30, 1981, t o  a l l o w  t ime f o r  a c h i e v i n g  |
com p l iance .  t

(2 )  R e v i s e d  r e g u l a t i o n . The Board has taken  t h i s  o p p o r t u n i t y  to  I
r e d r a f t  the  r e g u l a t i o n  in  a s i m p l i f i e d ,  more c o n c i s e  form, in  keep in g  w i th  the  
o b j e c t i v e s  o f  i t s  R e g u l a t o r y  Improvement P r o j e c t .  The r e v i s e d  r e g u l a t i o n  i s  
a p p ro x im a t e l y  30 pe rcen t  s h o r t e r  than  the  o r i g i n a l  v e r s i o n ,  and sh o u ld  be 
e a s i e r  to  use  and comply w i th .  Some o f  the  p r i n c i p a l  changes  i n  the  r e v i s e d  
r e g u l a t i o n  a re  as  f o l l o w s .  F i r s t ,  d i s c l o s u r e s  a re  no l o n g e r  r e q u i r e d  at  a 
b ranch  o f f i c e  in  the  SMSA where the  i n s t i t u t i o n ' s  home o f f i c e  i s  l o c a t e d .  A 
d i s c l o s u r e  s ta tement  w i l l  c o n t i n u e  to  be a v a i l a b l e  a t  the  home o f f i c e ;  i t  w i l l  
c o n t a i n  complete  data  f o r  a l l  SMSAs in  which  the  i n s t i t u t i o n  has o f f i c e s .
Second, d i s c l o s u r e s  a t  o t h e r  b ranch  o f f i c e s  a re  o n l y  r e q u i r e d  t o  g i v e  data  
about l o a n s  on p r o p e r t y  i n  the  SMSA where the  b ranch  i s  l o c a te d .

T h i r d ,  the  " t o t a l  r e s i d e n t i a l  mortgage  l o a n s "  c a t e g o r y  ( t h a t  i s ,  the  
sum o f  the  FHA/FmHA/VA loan  c a t e g o r y  and the  c o n v e n t i o n a l  loan  c a t e g o r y )  i s  
no l o n g e r  r e q u i r e d .  F o u r th ,  g e o g r a p h i c  breakdowns  a re  to  be g i v e n  in  te rms  o f  
c e n su s  t r a c t s  o r  c o u n t i e s ;  Z I P  codes  a re  no l o n g e r  u sed.  F i f t h ,  an i n s t i t u t i o n  
may use e i t h e r  1970 o r  1980 ce n su s  t r a c t  b o u n d a r i e s  i n  geocod in g  l o a n s .  S i x t h ,  
a l o b b y  n o t i c e  i s  r e q u i r e d  r e g a r d i n g  the  a v a i l a b i l i t y  o f  HMDA da ta .  F i n a l l y ,  
an i n s t i t u t i o n  t h a t  has exempt s t a t u s  and t h a t  s u b se q u e n t l y  l o s e s  i t s  exemption  
must b eg in  to  com p i le  and r e p o r t  data  o n l y ,  i n  g e n e r a l ,  f o r  the  c a l e n d a r  y e a r  
f o l 1owing the  l o s s  o f  exemption ( r a t h e r  than f o r  the  p re c e d in g  y e a r ,  a s  i n  the  
p r e s e n t  r e g u l a t i o n ) .

* * * * *

[NOTE: The complete  t e x t  o f  the  Fede ra l  R e g i s t e r  n o t i c e ,  i n c l u d i n g  the  r e g u l a t o r y
t e x t ,  can be o b ta in e d  from any Federa l  Re se rve  Bank o r  from the  D i v i s i o n  o f  Consumer 
and Community A f f a i r s ,  Board o f  G o ve rn o r s  o f  the  Federa l  Rese rve  System, W a sh in g to n ,
D. C. 20551.

*
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REGULATORY ANALYSIS OF REVISED REGULATION C (HOME MORTGAGE DISCLOSURE)

I n t r o d u c t i o n . The r e g u l a t o r y  a n a l y s i s  t h a t  f o l l o w s  has been p repared  
p u r su a n t  to  the  B o a r d ' s  p o l i c y  s tatement o f  Janua ry  19, 1979 (44 FR 3 9 5 7 ) , - con ­
c e r n i n g  expanded ru lem ak ing  p rocedu re s .  I t  a l s o  s a t i s f i e s  the  requ irement  f o r  
a f i n a l  r e g u l a t o r y  f l e x i b i l i t y  a n a l y s i s  under the  R e g u l a t o r y  F l e x i b i l i t y  A c t ,
5 U .S .C .  604.

The Home Mortgage  D i s c l o s u r e  Act amendments o f  1980 extend  w i th  amend­
ments and a f i v e - y e a r  s u n se t  p r o v i s i o n  the  Home Mortgage  D i s c l o s u r e  Act o f  1975 
(HMDA). HMDA was mot iva ted  by c o n g r e s s i o n a l  conce rn  t h a t

" .  . . some d e p o s i t o r y  i n s t i t u t i o n s  have sometimes c o n t r i b u t e d  to  the  
d e c l i n e  o f  c e r t a i n  ge o g ra p h i c  a rea s  by t h e i r  f a i l u r e  p u r su a n t  to  t h e i r  
c h a r t e r i n g  r e s p o n s i b i l i t i e s  to  p r o v i d e  adequate home f i n a n c i n g  to  
q u a l i f i e d  a p p l i c a n t s  on r e a s o n a b le  terms and c o n d i t i o n s . "  2./

The pu rpose  o f  HMDA was

" .  . . t o  p ro v id e  the  c i t i z e n s  and p u b l i c  o f f i c i a l s  o f  the  U n i t ed  
S t a t e s  w i th  s u f f i c i e n t  i n f o r m a t i o n  to  enab le  them to  determ ine  whether 
d e p o s i t o r y  i n s t i t u t i o n s  a re  f i l l i n g  t h e i r  o b l i g a t i o n s  to  s e r v e  the  
h o u s i n g  needs o f  the  communit ie s  and n e i ghbo rhood s  in  which they  a re  
l o c a te d  and to  a s s i s t  p u b l i c  o f f i c i a l s  in  t h e i r  d e t e rm in a t i o n  o f  the  
d i s t r i b u t i o n  o f  p u b l i c  s e c t o r  in ve s tm en t s  in  a manner d e s i g n ed  to  
improve the  p r i v a t e  in ve s tm en t  e n v i r o n m e n t . "  1 /

The 1980 HMDA amendments to  the  1975 ac t  impose s u b s t a n t i a l  a d d i t i o n a l  
c o s t s  t h a t  f a l l  l a r g e l y  upon e i t h e r  the  f i n a n c i a l  i n s t i t u t i o n  r e g u l a t o r y  
a ge n c ie s  o r  o t h e r  fe d e ra l  a ge n c ie s .  The key amendments i n c l u d e :  (1)  mandatory
d i s c l o s u r e  o f  HMDA data on a c a l e n d a r  y e a r  b a s i s ;  (2 )  e s t a b l i s h m e n t  by the  
Federa l  Rese rve  Board o f  a un i fo rm  d i s c l o s u r e  fo rm at ;  (3)  d i s c l o s u r e  by c e n su s  
t r a c t  f o r  s ta n d a rd  m e t r o p o l i t a n  s t a t i s t i c a l  a rea  (SMSA) c o u n t i e s  w i th  p o p u l a t i o n s  
t h a t  exceed 30 ,000 ,  and d i s c l o s u r e  by coun ty  name f o r  SMSA c o u n t i e s  w i th  30 ,000  
o r  fewer r e s i d e n t s ;  (4 )  e s t a b l i s h m e n t  o f  a c e n t r a l  r e p o s i t o r y  i n  each SMSA f o r  
HMDA d i s c l o s u r e  s ta tem en t s ;  (5) a g g r e g a t i o n  o f  HMDA data  f o r  a l l  covered  i n s t i ­
t u t i o n s  w i t h i n  each SMSA, and the p r o d u c t i o n  o f  a v a r i e t y  o f  t a b l e s  showing 
the  r e l a t i o n s h i p  between the  ge o g ra p h i c  d i s t r i b u t i o n  o f  d i s c l o s e d  l o a n s  and 
cen su s  t r a c t  income l e v e l ,  r a c i a l  c o m p o s i t i o n ,  l o c a t i o n ,  and age o f  h o u s i n g  
s t o c k .

Overv iew o f  the  HMDA amendments.

The 1980 amendments, a s  implemented by r e v i s e d  R e g u l a t i o n  C, r e q u i r e  
d e p o s i t o r y  i n s t i t u t i o n s  w i th  o f f i c e s  l o c a te d  w i t h i n  SMSAs a n n u a l l y  to  com p i le

1/ Home Mortgage  D i s c l o s u r e  A c t ,  Pub. L. 9 4 -200 ,  12 U . S .C .  2801 -2809 ,  Sec.  302. 

2/ I b i d . ,  Sec.  302.
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and d i s c l o s e  to  the  p u b l i c ,  by g e o g r a p h i c  l o c a t i o n ,  the  number and d o l l a r  
v a lu e  o f  the  r e s i d e n t i a l  l o a n s  they  e i t h e r  o r i g i n a t e  o r  pu rcha se  d u r i n g  each 
c a l e n d a r  y e a r .  T h i s  r e s i d e n t i a l  l o an  data  must be d i s c l o s e d  by c e n su s  t r a c t  
number f o r  c o u n t i e s  w i t h i n  SMSAs t h a t  have p o p u l a t i o n s  exceed in g  30 ,000 .  R e s i ­
d e n t i a l  l o a n s  extended on p r o p e r t i e s  w i t h i n  SMSA c o u n t i e s  t h a t  do not  exceed
30 ,000  r e s i d e n t s  must be d i s c l o s e d  by coun ty  name. The home mortgage  d i s c l o s u r e  
data  t h a t  a re  compiled  a re  to  be made a v a i l a b l e  to  the  p u b l i c  and the  a p p r o p r i a t e  
s u p e r v i s o r y  agency  by the  r e p o r t i n g  i n s t i t u t i o n  w i t h i n  90 days  o f  the  end o f  the  
r e l e v a n t  c a l e n d a r  y e a r .  Each i n s t i t u t i o n  r e p o r t i n g  under the  p r o v i s i o n s  o f  the  
a c t  i s  r e q u i r e d  to m a in ta in  the  d i s c l o s u r e  s ta tement  in  at  l e a s t  one o f f i c e  
i n  each SMSA in  which i t  does b u s i n e s s .

B e n e f i t s ,  a c cu rac y  and c o s t s . One o f  the  s t u d i e s  c o n s i d e r e d  in  the  
r e g u l a t o r y  a n a l y s i s  o f  r e v i s e d  R e g u l a t i o n  C was the  Federa l  Home Loan Bank 
Board/  Federa l  D e p o s i t  I n s u r a n c e  C o rp o r a t i o n  (FHLBB/FD IC)  s t u d y  commis s ioned  
to  e v a lu a t e  the  1975 Home Mortgage  D i s c l o s u r e  Act .  2/ A l though  the  FHLBB/FDIC 
s t u d y  fo cu sed  on the  1975 Home Mortgage  D i s c l o s u r e  Act and was c a r r i e d  out  
i n  1977, the  s t u d y  remain s  r e l e v a n t  to  an e v a l u a t i o n  o f  the  b e n e f i t s ,  a c c u ra c y ,  
and c o s t s  o f  the  1980 a c t  because  v e ry  few fundamental  p r o v i s i o n s  o f  the  
o r i g i n a l  law have been amended. The f o l l o w i n g  s e c t i o n  r e v iew s  the  b a s i c  f i n d i n g s  
o f  the  FHLBB/ FD IC  s tudy .  The economic impact o f  the  c e n t r a l  r e p o s i t o r y  sy s tem 
and HMDA a g g r e g a t i o n  a re  a l s o  rev iewed.

The b e n e f i t s  o f  HMDA a re  not q u a n t i f i a b l e  in  d o l l a r  te rm s,  a l t h o u g h  
the  FHLBB/FDIC s t u d y  d id  i d e n t i f y  a number o f  u se s  t h a t  have been made o f  the  
d i s c l o s u r e  i n f o r m a t i o n .  F i r s t ,  HMDA has been u se f u l  t o  the  f i n a n c i a l  i n s t i t u ­
t i o n  r e g u l a t o r y  a g e n c ie s  in  f u l f i l l i n g  t h e i r  s t a t u t o r y  r e s p o n s i b i l i t i e s  under 
the  Community Re inve s tm ent  Act  (CRA) and c i v i l  r i g h t s  laws.  In t h i s  c o n te x t ,
HMDA data  have been used to  i d e n t i f y  p o s s i b l e  d i s c r i m i n a t o r y  l e n d i n g  p r a c t i c e s  
r e l a t e d  to  the  ge o g ra p h i c  l o c a t i o n  o f  the  d w e l l i n g .  The d i s c l o s u r e  data  have 
a l s o  been employed to  a l e r t  r e g u l a t o r s  to  p o s s i b l e  d i s c r i m i n a t o r y  l e n d i n g  p r a c ­
t i c e s  based upon the  a p p l i c a n t ' s  r a c e ,  c o l o r ,  o r  n a t i o n a l  o r i g i n .

Second, HMDA data  have been used by l o c a l  p u b l i c  o f f i c i a l s  to  he lp  
dete rm ine  t a r g e t  a rea s  f o r  p u b l i c  i n ve s tm en t .  T h i r d ,  community and p u b l i c  
i n t e r e s t  g roup s  have made use  o f  HMDA data in  e v a l u a t i n g  d e p o s i t o r y  i n s t i t u t i o n s '  
CRA r e c o rd s  and have based most CRA p r o t e s t s  o f  d e p o s i t o r y  i n s t i t u t i o n  a p p l i c a ­
t i o n s  on l e n d i n g  p a t t e r n s  deve loped  from the  data .  D e s p i t e  the  d a t a ' s  u s e f u l ­
n e s s  f o r  CRA p r o t e s t  p u rp o se s ,  r e l a t i v e l y  few community g roups  have sought  
t o  o b t a i n  the  i n f o r m a t i o n ,  a t  l e a s t  in  the  e a r l y  y e a r s . i /  Ac tua l  u sage  by

3/ " A n a l y s i s  o f  the  Home Mortgage  D i s c l o s u r e  Act Data from Three S tandard  
M e t r o p o l i t a n  S t a t i s t i c a l  A r e a s , "  JRB A s s o c i a t e s ,  McLean, V i r g i n i a ,
November 1979.

£ /  A U. S. League o f  S a v i n g s  A s s o c i a t i o n s  s u r v e y  o f  2 ,800  s a v i n g s  and lo a n s  
found t h a t  71 pe rcen t  o f  the  r e sp ond en t s  had not  r e c e iv e d  a s i n g l e  reque s t  
f o r  t h e i r  1977 f i s c a l  y e a r  d i s c l o s u r e  s ta tem en t s .  American B a n k e r ,
Augu s t  28, 1978. S i m i l a r l y ,  the  FHLBB/FDIC s tudy  o f  HMDA found t h a t  r e ­
q u e s t s  f o r  HMDA s ta tem en t s  from i n s t i t u t i o n s  in  the  th re e  su r vey  a rea s  
were i n f r e q u e n t ;  41 pe rcen t  o f  the  i n s t i t u t i o n s  repo r ted  no r e q u e s t s ,  
w h i l e  an a d d i t i o n a l  18 pe rcen t  o f  the  i n s t i t u t i o n s  repo r ted  r e c e i v i n g  on ly  
one r eq u e s t .

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



—

-  3 -

community g roup s  i s  d i f f i c u l t  t o  a s s e s s ,  however,  because  a s i n g l e  um bre l la  
o r g a n i z a t i o n  may o b t a in  the  d i s c l o s u r e  data  and d i s s e m in a t e  the  i n f o r m a t i o n  
w ide ly  t h ro u gh o u t  i t s  membership. A l though  community g roup s  have not made 
much p u b l i c i z e d  use  o f  HMDA data  to  d a te ,  t h e i r  u t i l i z a t i o n  o f  the  d i s c l o s u r e  
i n fo r m a t i o n  may i n c r e a s e  in  the  f u t u r e .

F i n a l l y ,  based on the  f i n d i n g s  o f  the  FHLBB/FDIC s t u d y  and a rev iew  
o f  the  comments on the  proposed  r e g u l a t i o n ,  i t  appears  t h a t  the  v a s t  m a j o r i t y  
o f  r e p o r t i n g  i n s t i t u t i o n s  have r e c e i v e d  few b e n e f i t s  from HMDA.

In summary, HMDA data  have been p r i m a r i l y  u s e f u l  to  the  r e g u l a t o r y  
a g e n c i e s  in  c a r r y i n g  out t h e i r  r e s p o n s i b i l i t i e s  under  the  a n t i - d i s c r i m i n a t i o n  
r e g u l a t i o n s  and have a l s o  been o f  v a lu e  to  community g roup s  and l o c a l  p u b l i c  
o f f i c i a l s .

A c cu racy  o f  the  d i s c l o s u r e  s ta tem ent s  i s  c r i t i c a l  t o  t h e i r  u t i l i t y .
The FHLBB/FDIC s t u d y  found  th a t  a s i g n i f i c a n t  percen tage  o f  the  d e p o s i t o r y  
i n s t i t u t i o n  d i s c l o s u r e  s ta tem ent s  were too  i n a c c u r a t e  to  be used f o r  t h e i r  
in tended  pu rpose .  Based on a s u r v e y  o f  a sample o f  l e n d i n g  i n s t i t u t i o n s  from 
th re e  SMSAs,  the  s t u d y  found t h a t :  (1 )  i n s t i t u t i o n s  t h a t  f a i l e d  to  use an
ad d re s s  c o d in g  gu id e  to  i d e n t i f y  p r o p e r t y  cen su s  t r a c t  numbers a ch ie ved  a poor  
l e ve l  o f  geocod in g  a c cu rac y ;  (2 )  25 o f  43 i n s t i t u t i o n s  sampled (58  p e r ce n t )  
made a g g r e g a t i o n  e r r o r s  i n  more than  50 pe rcen t  o f  the  cen su s  t r a c t  l i n e s ;
(3 )  29 o f  43 i n s t i t u t i o n s  i n  the  sample (67 p e r ce n t )  had a g g r e g a t i o n  e r r o r s  
so se ve re  t h a t  t h e i r  s ta tem ents  were c o n s id e r e d  too  i n a c c u r a t e  to  be used f o r  
t h e i r  in tended  pu rpo se .

A number o f  recommendations were o f f e r e d  in  the  FHLBB/FDIC s t u d y  to  
r e c t i f y  the  a c cu rac y  problem. One recommendation, adopted as  an amendment to  
the  ac t  i n  1980, d i r e c t s  the  Federa l  Rese rve  Board to  p r e s c r i b e  a s t a n d a rd  format  
f o r  d i s c l o s u r e s  r eq u i r e d  under HMDA. J y  The s t anda rd  format  s h o u ld  e l im i n a t e  
some e r r o r s  w i th  v e r y  l i t t l e  a d d i t i o n a l  c o s t  to  the  i n s t i t u t i o n s .  The s t u d y  a l s o  
recommended t h a t  e xam ina t ion  p rocedu re s  be implemented to  a s s e s s  and improve 
the  a ccu rac y  o f  the  geocod ing  and a g g r e g a t i o n  o f  d i s c l o s u r e  data .  Moreove r ,  
the s t u d y  su gge s te d  t h a t  a d d i t i o n a l  e xam ina t ion  t ime be a l l o t t e d  f o r  a ccu rac y  
rev iew s  o f  the  d i s c l o s u r e  s ta tem ent s .  I t  was e s t im a ted  t h a t  im p lem enta t ion  
o f  the  l a t t e r  recommendation would c o s t  a p p ro x im a te ly  20 a d d i t i o n a l  man-yea rs  
(a t  l e a s t  $300 ,000  in  the  f i r s t  y e a r )  o f  e xam ina t ion  t ime per  y e a r .

The FHLBB/FDIC s t u d y  a s s e s s e d  the  annual  c o s t s  o f  HMDA com p l iance .
Cos t  e s t im a te s  were c a l c u l a t e d  on both a pe r  l oan  and an a g g re g a t e  b a s i s .  The 
s t u d y  e s t im a ted  t h a t ,  n a t i o n w id e ,  HMDA c o s t  the  8 ,1 3 8  r e p o r t i n g  i n s t i t u t i o n s  
a p p ro x im a te l y  $ 5 .8  m i l l i o n  in  1977. Based on th e se  e s t im a t e s ,  r e p o r t i n g  
i n s t i t u t i o n s  would have i n c u r r e d  an ave rage  c o s t  o f  $713 t o  com p i le  and d i s c l o s e  
t h e i r  HMDA data in  1977. The 44 d e p o s i t o r y  i n s t i t u t i o n s  in  the  s t u d y  i n c u r r e d  
an ave rage  c o s t  pe r  loan  o f  $1 .42 .  A c r o s s  s e c t i o n  a n a l y s i s  o f  th e se  l e n d e r s  
re vea le d  t h a t  the  13 i n s t i t u t i o n s  w i th  automated r e s i d e n t i a l  l oan  f i l e s  and more 
than 1 ,000  l o a n s  i n  t h e i r  d i s c l o s u r e  s ta tem ent s  i n c u r r e d  an a ve rage  pe r  l oan

5/ S e c t i o n  2 0 3 .4 (b )  o f  the r e g u l a t i o n  s p e c i f i e s  the  new HMDA r e p o r t i n g  fo rm at.  
The p r e s c r i b e d  form in  r e v i s e d  R e g u l a t i o n  C i s  s u b s t a n t i a l l y  s i m i l a r  to  
the  form c u r r e n t l y  employed by the  v a s t  m a j o r i t y  o f  covered  i n s t i t u t i o n s .
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c o s t  o f  $ 1 .36 ;  the  13 i n s t i t u t i o n s  w i th  between 200 and 1 ,000  l o a n s  in  t h e i r  
HMDA s ta tem en t s  i n c u r r e d  an ave rage  c o s t  o f  $ 1 . 6 8  p e r  l o a n ;  and the  11 l e n d e r s  
w i th  fewer  than  200 l o a n s  i n c u r r e d  an ave rage  c o s t  o f  $3 .67  per  l o an .

In  g e n e r a l ,  the  c o s t s  o f  HMDA com p l iance  f a l l  d i s p r o p o r t i o n a t e l y  on 
t h o s e  l e n d e r s  t h a t  a re  m a r g i n a l l y  in  the  r e s i d e n t i a l  r ea l  e s t a t e  market.  Com­
m erc ia l  banks  t y p i c a l l y  i n c u r  a g r e a t e r  ave rage  c o s t  pe r  loan  than e i t h e r  s a v i n g s  
and loan  a s s o c i a t i o n s  o r  mutual s a v i n g s  banks because  commercial  banks t y p i c a l l y  
extend  fewer r e s i d e n t i a l  l o a n s  than  th e se  o t h e r  l e n d e r s .  A c c o rd in g  to  the  
FHLBB/FDIC s t u d y ,  i n s t i t u t i o n s  t h a t  d i s c l o s e  fewer  than 200 l o a n s  per  y e a r  
i n c u r  an ave rage  c o s t  per  loan  t h a t  i s  2 .7  t imes  as  g r e a t  as  the  ave rage  c o s t  
pe r  l o an  o f  l e n d e r s  r e p o r t i n g  o ve r  1 ,000  l o a n s  per  y ea r .  Moreove r ,  th o se  
i n s t i t u t i o n s  l e a s t  a c t i v e  i n  r e s i d e n t i a l  f i n a n c i n g  a re  l i k e l y  to  be the  s m a l l e r  
d e p o s i t o r y  i n s t i t u t i o n s .  As a r e s u l t ,  the  c o s t s  o f  HMDA comp l iance  a re  borne  
d i s p r o p o r t i o n a t e l y  by the s m a l l e r  d e p o s i t o r y  i n s t i t u t i o n s ,  wh ich  in  tu rn  pa s s  
th e se  c o s t s  on to  t h e i r  cu s tom er s .

E s t a b l i s h m e n t  o f  c e n t r a l  r e p o s i t o r i e s . The 1980 amendments to  HMDA 
d i r e c t  the  Federa l  F i n a n c i a l  I n s t i t u t i o n s  E xam ina t ion  C o un c i l  ( F F IE C )  i n  c o n s u l ­
t a t i o n  w i th  the  S e c r e t a r y  o f  the  Department o f  H ou s ing  and Urban Development 
(HUD) to  e s t a b l i s h  a c e n t r a l  r e p o s i t o r y  f o r  HMDA data  f o r  each SMSA. The 
c e n t r a l  data  r e p o s i t o r y  w i l l  r e c e i v e  and m a in ta in  a l l  HMDA s ta tem ent s  o f  the  
covered  i n s t i t u t i o n s  w i th  o f f i c e s  l o c a te d  in  i t s  SMSA. The s ta tem ent s  on f i l e  
at  the  c e n t r a l  r e p o s i t o r y  w i l l  be made a v a i l a b l e  to  the  p u b l i c  f o r  i n s p e c t i o n  
and c o p y in g .

The p r i n c i p a l  b e n e f i t  o f  the  c e n t r a l  r e p o s i t o r y  sys tem i s  t h a t  u s e r s  
o f  HMDA data w i l l  be ab le  to  o b t a i n  a l l  o f  the  v a r i o u s  i n s t i t u t i o n s '  d i s c l o s u r e  
s ta tem ent s  a t  one l o c a t i o n .  The c u r r e n t  sy s tem r e q u i r e s  u s e r s  to  c o n ta c t  the 
i n s t i t u t i o n s  on an i n d i v i d u a l  b a s i s  t o  o b ta in  the  d i s c l o s u r e  da ta .

The r e p o r t i n g  requ i rem en t s  o f  the  c e n t r a l  r e p o s i t o r y  sy s tem are 
implemented by §  2 0 3 . 5 (d )  o f  the  r e g u l a t i o n .  The r e p o r t i n g  i n s t i t u t i o n s  w i l l  
i n c u r  a s l i g h t  i n c r e a s e  in  c o s t s  under t h i s  s e c t i o n  o f  the  r e g u l a t i o n .  I n c r e ­
mental c o s t s  w i l l  be t h o se  i n c u r r e d  t o  make two a d d i t i o n a l  c o p i e s  o f  the  HMDA 
s tatement and h a n d l i n g  and po s ta ge  c o s t s  to  mai l  the  s ta tem ent s  to  the  app ro ­
p r i a t e  s u p e r v i s o r y  agency.  A s sum ing  the  t y p i c a l  HMDA statement c o n t a i n s  
a p p ro x im a t e l y  20 page s ,  i t  i s  e s t im a te d  t h a t  i t  w i l l  c o s t  the  ave rage  i n s t i t u ­
t i o n  a p p ro x im a te l y  $8 .00  a n n u a l l y  t o  copy  and fo rward  the  s ta tem ent s  to  the  
a p p r o p r i a t e  s u p e r v i s o r y  agency.

O the r  c o s t s  t h a t  a r i s e  from the  e s t a b l i s h m e n t  o f  the  c e n t r a l  r e p o s i t o r y  
s y s tem  w i l l  be borne  by the  c e n t r a l  r e p o s i t o r y  and the  r e g u l a t o r y  a g e n c ie s .
These c o s t s  c o n s i s t  o f  some h a n d l i n g ,  t r a i n i n g ,  s t o r a g e  and p u b l i c  i n f o rm a t io n  
c o s t s .  A l th o u gh  the  c o s t s  t o  the  c e n t r a l  r e p o s i t o r y  sy s tem w i l l  p r o b a b l y  not 
be e x c e s s i v e ,  the  b e n e f i t s  a l s o  a re  l i k e l y  to  be sm a l l .  The sy stem does not 
p r o v i d e  any new in fo r m a t i o n  and i s  s o l e l y  a conven ience  f o r  u s e r s .

A g g r e g a t i o n  o f  HMDA d a t a . The 1980 amendments d i r e c t  the  FF IEC  to  
com p i le  a n n u a l l y  f o r  each SMSA a g g re g a te  data  by cen su s  t r a c t  f o r  a l l  d e p o s i t o r y
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i n s t i t u t i o n s  t h a t  a re  r e q u i r e d  t o  d i s c l o s e  data  under the  ac t .  In a d d i t i o n ,  
the FFIEC i s  d i r e c t e d  to  produce t a b l e s  f o r  each SMSA t h a t  a g g re g a te  covered  
i n s t i t u t i o n s '  l e n d i n g  p a t t e r n s  f o r  v a r i o u s  c a t e g o r i e s  o f  cen su s  t r a c t s  grouped 
a c c o rd in g  to  l o c a t i o n ,  age o f  h o u s i n g  s t o c k ,  income l e v e l  and r a c i a l  c h a r a c t e r ­
i s t i c s .  Tab le s  genera ted  from the  a g g r e g a t i o n  p r o c e s s  a re  t o  be made a v a i l a b l e  
to  the p u b l i c  by December 31 o f  the  y e a r  f o l l o w i n g  the  c a l e n d a r  y e a r  on which 
the  data  a re  based.

A g g r e g a t i o n  o f  HMDA data  w i l l  i n v o l v e  s u b s t a n t i a l  c o s t s ,  l a r g e l y  to  the  
f i n a n c i a l  i n s t i t u t i o n  r e g u l a t o r y  a g e n c ie s .  The FHLBB/ FDIC HMDA s tu d y  e s t im ated  
a g g r e g a t i o n  c o s t s  t o  be a p p ro x im a te l y  $1 m i l l i o n  a n n u a l l y  w i th  a p o s s i b l e  
v a r i a t i o n  in  a c tua l  c o s t s  o f  anywhere from m in u s - 3 0  percent  t o  50 pe rcen t  o f  t h a t  
e s t im a te .  A c o s t  a n a l y s i s  p repared  by Federa l  R e se rve  System s t a f f  d u r i n g  
1980 e s t im a ted  t h a t  a g g r e g a t i o n  o f  HMDA data  w i l l  c o s t  a p p ro x im a te l y  $300 ,000  
in  the  f i r s t  y e a r .

A g g r e g a t i o n  w i l l  impose m inor  burdens  on the  r e p o r t i n g  i n s t i t u t i o n s ,  
a r i s i n g  from the  need to  send two a d d i t i o n a l  c o p i e s  o f  t h e i r  d i s c l o s u r e  s t a t e ­
ments to  the  a p p r o p r i a t e  s u p e r v i s o r y  agency.  In  a d d i t i o n ,  some i n s t i t u t i o n s  
w i l l  bea r  c o s t s  t h a t  a r i s e  from ha v in g  t o  c o r r e c t  incom p le te  o r  i n a c c u r a t e  
s ta tem ent s  t h a t  a re  uncovered in  the  e d i t i n g  p r o c e s s .

A l t h o u gh  the  c o s t s  o f  a g g r e g a t i o n  a re  q u a n t i f i a b l e ,  the  b e n e f i t s  c a n ­
not  be measured in  d o l l a r  te rms.  Two p r i n c i p a l  b e n e f i t s  were c i t e d  in  the  1980 
HMDA h e a r i n g s  and in  p u b l i c  comments r e c e i v e d  on the  proposed  r e g u l a t i o n  to  
s u p po r t  a g g r e g a t i o n .  F i r s t ,  i t  was argued t h a t  the  u t i l i t y  o f  u s i n g  and e v a l u ­
a t i n g  the  HMDA s ta tem ents  o f  i n d i v i d u a l  i n s t i t u t i o n s  w i l l  be enhanced i f  com­
p a r i s o n s  can be made o f  a g g re ga te  SMSA l e n d i n g  p a t t e r n s .  Second, a g g re g a te  
l e n d i n g  p a t t e r n s  can be used by p u b l i c  o f f i c i a l s  t o  a i d  in  the  d e te rm in a t i o n  
o f  t a r g e t  a r e a s  f o r  p u b l i c  i n ve s tm ent .

I t  seems u n l i k e l y  t h a t  the f i r s t  s u g ge s te d  use w i l l  p r o v i d e  s i g n i f i c a n t  
b e n e f i t s .  E xp e r ie n ce  w i th  enforcement o f  the  CRA and a n t i - d i s c r i m i n a t i o n  laws  
s u g g e s t s  t h a t  a g g r e g a t i o n  w i l l  not m a t e r i a l l y  a id  r e g u l a t o r s  i n  t h e i r  enforcement  
r e s p o n s i b i l i t i e s .  Home loan  i n f o r m a t i o n  c u r r e n t l y  i s  p repared  on an i n d i v i d u a l  
i n s t i t u t i o n  b a s i s  and t h a t  i s  the  form in  which i t  i s  p r i n c i p a l l y  u sed.  U s u a l l y ,  
when comparing  one i n s t i t u t i o n ' s  reco rd  w i th  o t h e r s ,  c om par i son s  must be between 
i n s t i t u t i o n s  o f  s i m i l a r  t y p e s  and s i z e s  t o  be a n a l y t i c a l l y  sound. H av ing  an 
o v e r a l l  v iew  o f  SMSA l e n d i n g  p a t t e r n s  i s  not  l i k e l y  t o  be p a r t i c u l a r l y  h e l p f u l  
in  e v a l u a t i n g  the  CRA o r  c i v i l  r i g h t s  r e c o rd s  o f  i n d i v i d u a l  l e n d e r s .  A gg rega te  
HMDA l e n d i n g  p a t t e r n s  may be a u se f u l  t o o l  f o r  p u b l i c  o f f i c i a l s '  e f f o r t s  to  
t a r g e t  p u b l i c  in ve s tm en t .  However, i t  i s  d i f f i c u l t  to  determ ine  whether the 
s u b s t a n t i a l  c o s t s  o f  a g g r e g a t i o n  a re  outweighed by the  b e n e f i t s  some p u b l i c  
o f f i c i a l s  w i l l  r e c e i v e  from the a v a i l a b i l i t y  o f  the  a gg rega ted  da ta .  Moreove r ,  
i f  i n d i v i d u a l  s t a t e s  o r  l o c a l i t i e s  f i n d  a g g re ga te  l e n d i n g  i n f o r m a t i o n  v a l u a b l e  
f o r  p l a n n i n g  p u rp o se s ,  they  p r o b a b l y  c o u ld  com p i le  the  i n f o r m a t i o n  more q u i c k l y  
and perhaps  in  a more u s e f u l  format than  can be done in  Wash ing ton .

Economic impact a n a l y s i s  o f  r e v i s e d  R e g u l a t i o n  C .

S e c t i o n  203 .2  o f  the  r e g u l a t i o n  p r o v i d e s  d e f i n i t i o n s  ( f o r  example,  o f  
the  t y p e s  o f  d e p o s i t o r y  i n s t i t u t i o n s  t h a t  a re  covered  by the  r e g u l a t i o n  and o f  
the  t y p e s  o f  r e s i d e n t i a l  l o a n s  t h a t  must be d i s c l o s e d ) .  The o r i g i n a l  r e g u l a t i o n  
d e f i n e d  a f i r s t  l i e n  loan  secured  by r e s i d e n t i a l  p r o p e r t y  even i f  i t  was f o r

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 6 -

home improvement p u rp o se s ,  as  a r e s i d e n t i a l  mortgage  loan .  T h i s  r e s u l t e d  in  
some d i s t o r t i o n  o f  the  data  because  i t  e s s e n t i a l l y  r e q u i r e d  l e n d e r s  to  c a t e ­
g o r i z e  home improvement l o a n s  secu red  by a f i r s t  l i e n  a s  home pu rcha se  l o a n s .
The p ro p o sa l  t h a t  was p u b l i s h e d  f o r  comment would have r e q u i r e d  l e n d e r s  t o *  
c a t e g o r i z e  l o a n s  a s  e i t h e r  home pu rcha se  o r  home improvement l o a n s  a c c o rd in g  
to  t h e i r  pu rpose  as  s t a te d  by the  bo r row er .  The p roposed  d e f i n i t i o n s  were 
i n t u i t i v e l y  a p p e a l i n g  and would have p r o v id ed  more a c cu ra te  i n fo r m a t i o n  about 
the  r e s i d e n t i a l  c r e d i t  a c t i v i t y  o f  covered  l e n d e r s .  However, some commenters 
s t a t e d  t h a t  the  proposed  change would be burdensome because  they  g e n e r a l l y  reco rd  
a l l  f i r s t  l i e n  l o a n s  t o g e t h e r  on t h e i r  books .  From t h e i r  p e r s p e c t i v e ,  the  
o r i g i n a l  d e f i n i t i o n s  were s a t i s f a c t o r y .  Other commenters fa vo red  the  proposed  
d e f i n i t i o n s  because  they  a re  in  acco rd  w i th  t h e i r  own loan  c l a s s i f i c a t i o n  
p ro ced u re s .

The f i n a l  r e g u l a t i o n  g i v e s  i n s t i t u t i o n s  the  o p t i o n  to  t r e a t  a f i r s t  
l i e n  l o an  f o r  r e h a b i l i t a t i o n  o r  r e p a i r  as  a home p u rcha se  o r  home improvement 
l o a n ,  depend ing  on how the  i n s t i t u t i o n  n o rm a l l y  r e c o rd s  such l o a n s  on i t s  books .  
The f i n a l  r e g u l a t i o n  i s  a c l e a r  improvement o ve r  the  o r i g i n a l  d e f i n i t i o n .  I t  
w i l l  reduce  d i s t o r t i o n  in  the  data  and a l l o w  l e n d e r s  to  choose  the l e a s t  
burdensome a l t e r n a t i v e  i n  c a t e g o r i z i n g  t h e i r  l o a n s  f o r  p u rpo se s  o f  the  a c t .
Wh i le  some con t in u e d  d i s t o r t i o n  o f  the  data  i s  l i k e l y ,  i t  s hou ld  be reduced 
because  i n s t i t u t i o n s  t h a t  p r e f e r  t o  c a t e g o r i z e  f i r s t  l i e n  home improvement 
l o a n s  a s  such ,  w i l l  not  be r e q u i r e d  to c a t e g o r i z e  them as home pu rcha se  l o a n s .  
The f i n a l  r e g u l a t i o n  w i l l  not impose any new c o s t s  on the  r e p o r t i n g  i n s t i t u t i o n s  
and may reduce  c o s t s  f o r  l e n d e r s  t h a t  p r e v i o u s l y  had to  se t  up a s e p a ra te  data 
c o l l e c t i o n  sy s tem  f o r  p u rpo se s  o f  HMDA comp l iance.

S e c t i o n  2 03 .3  o f  the  r e v i s e d  r e g u l a t i o n  i n c l u d e s  the  same exemption 
s t a n d a rd s  a s  e x i s t e d  under  p r e v i o u s  R e g u l a t i o n  C. These s t a n d a rd s  p r o v id e  a 
b l a n k e t  exempt ion  f o r  any d e p o s i t o r y  i n s t i t u t i o n  t h a t  does  not have an o f f i c e  
in  an a rea  d e s i g n a te d  as  an SMSA. In a d d i t i o n ,  any d e p o s i t o r y  i n s t i t u t i o n ,  
r e g a r d l e s s  o f  l o c a t i o n ,  i s  exempt i f  i t  has y e a r - e n d  a s s e t s  o f  l e s s  than $10 
m i l l i o n .  The exemption s t a n d a rd s  i n  §  2 03 .3  o f  the  r e v i s e d  r e g u l a t i o n  a re  
i d e n t i c a l  t o  t h o se  mandated by the  s t a t u t e .  These exemption s t a n d a rd s  appear 
to  r e f l e c t  the  c o n g r e s s i o n a l  p e r c e p t i o n s  t h a t  d i s i n v e s t m e n t  by d e p o s i t o r y  
i n s t i t u t i o n s  i s  l a r g e l y  an urban prob lem, and t h a t  HMDA requ i rem en t s  shou ld  
not  impose a d i s p r o p o r t i o n a t e  burden  on smal l  d e p o s i t o r y  i n s t i t u t i o n s .

As no ted ,  the  FHLBB/FDIC s t u d y  o f  HMDA found t h a t  the  c o s t s  o f  c o m p l i ­
ance f a l l  d i s p r o p o r t i o n a t e l y  on t h o s e  l e n d e r s  m a r g i n a l l y  a c t i v e  in  the  home 
loan  market .  The FHLBB/FDIC s t u d y  found t h a t  the  c o s t s  o f  comp l iance ,  on a 
pe r  l o an  b a s i s ,  were a p p ro x im a te l y  two t im es  a s  h i g h  f o r  i n s t i t u t i o n s  r e p o r t i n g  
fewer than  200 l o a n s  per y e a r  than  they  were f o r  i n s t i t u t i o n s  e x te n d in g  between 
200 and 1,000  l o a n s  per y e a r .  The s t u d y  a l s o  found t h a t  i n s t i t u t i o n s  d i s c l o s i n g  
fewer than  200 l o a n s  per  y e a r  i n c u r  an ave rage  c o s t  per  loan  ( $ 3 . 6 7 )  t h a t  i s  
a p p ro x im a t e l y  t h re e  t imes  h i g h e r  than  the  ave rage  c o s t  per  l oan  o f  l e n d e r s  
r e p o r t i n g  o ve r  1 ,000  p e r  y e a r .

W h i le  the  $10 m i l l i o n  a s s e t  exemption does reduce  the  number o f  smal l  
d e p o s i t o r y  i n s t i t u t i o n s  i n  SMSAs t h a t  must comply w i th  HMDA, i t  r e s u l t s  in
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i n e q u i t a b l e  t rea tm ent  o f  the  d i f f e r e n t  t y p e s  o f  i n s t i t u t i o n s  cove red  by the  act  .A/ 
The c u r r e n t  exemption s ta n d a rd s  f a i l  to  r e c o g n i z e  the  s p e c i a l i z a t i o n  t h a t  e x i s t s  
i n  the  r e s i d e n t i a l  loan  market between commercial banks and t h r i f t  i n s t i t u t i o n s .
A compar ison  between the  t y p i c a l  commercial  bank and t h r i f t  i n s t i t u t i o n ,  of- any 
s i m i l a r  a s s e t  s i z e ,  w i l l  revea l  a l a r g e  d i s p a r i t y  i n  the  pe rcen tage  o f  l e n d a b le  
fund s  devoted  to  home l o a n s .  As a r e s u l t ,  the  $10 m i l l i o n  a s s e t  exemption 
s ta n d a rd  a l l o w s  many t h r i f t  i n s t i t u t i o n s  t h a t  a re  r e l a t i v e l y  a c t i v e  r e s i d e n t a l  
l e n d e r s  to  be exempt from d i s c l o s u r e  requ i rem ents  and hence p u b l i c  r e v iew  o f  
t h e i r  l e n d i n g  a c t i v i t y .  At the  same t ime, t h i s  exemption s tanda rd  r e q u i r e s  
many commercial banks w i th  a s s e t s  i n  e x c e s s  o f  $10 m i l l i o n ,  but making fewer  home 
l o a n s  than  the  s m a l l e r  exempt t h r i f t  i n s t i t u t i o n s ,  t o  com p i le  and d i s c l o s e  
t h e i r  home loan  a c t i v i t y .  S i n c e  the  r e p o r t i n g  c o s t s  pe r  l oan  r i s e  a s  the  number 
o f  l o a n s  d i s c l o s e d  d e c l i n e s ,  i t  f o l l o w s  t h a t  s m a l l e r - s i z e d  commercial banks bear  
a d i s p r o p o r t i o n a t e  sha re  o f  the  t o t a l  c o s t  o f  HMDA r e p o r t i n g .

An a l t e r n a t i v e  exemption s tanda rd  t h a t  i s  more e q u i t a b l e  than  the  
a s s e t  s i z e  exemption s tanda rd  would base exemption upon the  s i z e  o f  an i n s t i t u ­
t i o n ' s  home pu rcha se  and home improvement l oan  p o r t f o l i o  and the  number o f  such  
l o a n s  made by the  l e n d e r  in  a c a l e n d a r  y e a r .  2 j  T h i s  tw o -p a r t  t e s t  i s  b e t t e r  
adapted than  an a s s e t - s i z e  s t anda rd  t o  m easu r ing  whether an i n s t i t u t i o n  i s  
s u f f i c i e n t l y  a c t i v e  in  the  home loan  market t o . j u s t i f y  the  c o s t s  o f  r e p o r t i n g .

An exemption s tanda rd  t h a t  r e q u i r e s  a l e n d e r  to  r e p o r t  i f  i t  has 
a home loan  p o r t f o l i o  o f  more than $10 m i l l i o n  o r  ex tends  200 o r  more home 
l o a n s  i n  a c a l e n d a r  y e a r  i s  a c o s t - e f f e c t i v e  s t anda rd  to  e s t a b l i s h .  T h i s  
s p e c i f i c  a l t e r n a t i v e  exemption s ta n d a rd  r e f l e c t s  the  c o s t  f i n d i n g s  o f  the  FHLBB/ 
FDIC s tudy .  Such an exemption s ta n d a rd  would s u b s t a n t i a l l y  reduce the  
number o f  i n s t i t u t i o n s  r e q u i r e d  to  r e p o r t  under the  a c t .  1/ However, the  
impact on the  p r o p o r t i o n  o f  r e s i d e n t i a l  l o a n s  d i s c l o s e d  would be l e s s  s u b s t a n ­
t i a l  s i n c e  the  exc luded  i n s t i t u t i o n s  a re  the  l e a s t  a c t i v e  home l e n d e r s .

6/ The $10 m i l l i o n  a s s e t  s tanda rd  exempts a p p ro x im a te l y  826 (14 p e r ce n t )  o f  
the  SMSA based commercial  banks and 160 (7 p e rce n t )  o f  the  s a v i n g s  and 
loan  a s s o c i a t i o n s  w i th  o f f i c e s  i n  d e s i g n a te d  SMSA a r e a s .

7/ A s i m i l a r  exemption s tanda rd  was proposed  by the  Federa l  Rese rve  Board in  
h e a r i n g s  b e fo re  Cong re s s  on the  HMDA amendments i n  May 1980.

8/ The c u t o f f  o f  200 l o a n s  i s  based upon the  f i n d i n g  o f  the  FHLBB/FDIC s tudy  
t h a t  p e r - l o a n  r e p o r t i n g  c o s t s  e s c a l a t e  s h a r p l y  when fewer than 200 l o a n s  
are to  be r epo r ted .  T h i s  p o r t i o n  o f  the  exemption s ta n d a rd  would be 
n e c e s s a r y  to  en su re  t h a t  i n s t i t u t i o n s  e x te n d in g  a s i g n i f i c a n t  number o f  
home l o a n s  i n  a g i v en  c a le n d a r  y e a r  cannot  a vo id  r e p o r t i n g  req u i re m en t s  by 
s e l l i n g  the se  l o a n s  i n  the seconda ry  market,  th e reb y  k eep in g  t h e i r  y e a r - e n d  
home loan  p o r t f o l i o  below $10 m i l l i o n .

V  E s t im a te s  o f  the  number o f  covered  i n s t i t u t i o n s  t h a t  would be r e q u i r e d  to  
r e p o r t  under t h i s  exemption s ta n d a rd  a re  based on December 1979 c a l l  r e p o r t  
da ta .
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The a l t e r n a t i v e  exemption s ta n d a rd  would reduce the  number o f  commer­
c i a l  banks  r e q u i r e d  to  f i l e  d i s c l o s u r e  s ta tem ent s  by a p p ro x im a te ly  69 pe rcen t  
(from 5 ,160  r e p o r t i n g  banks to  a p p ro x im a te ly  1 ,612  covered  commercial b a nk s ) .  1 2/  
A l th o u gh  the  exemption s t anda rd  would r e s u l t  i n  a s u b s t a n t i a l  r e d u c t i o n  i n ' t h e  
number o f  r e p o r t i n g  commercial banks ,  i t  would c o n t in u e  to  r e q u i r e  the  major 
bank l e n d e r s  in  the  r e s i d e n t i a l  l o an  market to  f i l e  d i s c l o s u r e  s ta tem en t s .
Under t h i s  exemption s ta n d a rd ,  a t  l e a s t  88 p e r ce n t  o f  the  d o l l a r  v a lu e  o f  a l l  
home pu rcha se  and home improvement l o a n s  held  by commercial banks headquarte red  
in  SMSAs would be he ld  by banks s u b je c t  t o  r e p o r t i n g  requ i rem en t s .

The exemption s ta n d a rd  o u t l i n e d  above would r e q u i r e  a p p ro x im a te l y  
2 ,255  s a v i n g s  and loan  a s s o c i a t i o n s  and 296 mutual s a v i n g s  banks to  f i l e  d i s c l o ­
s u re  s ta tem ent s .  T h i s  would reduce  the  number o f  s a v i n g s  and loan  a s s o c i a t i o n s  
and mutual s a v i n g s  banks t h a t  a re  r e q u i r e d  to  r e p o r t  by about 3 p e r ce n t .  These 
2 ,551  t h r i f t  i n s t i t u t i o n s  he ld  o v e r  99 pe rcen t  o f  the  d o l l a r  v a lu e  o f  a l l  home 
pu rcha se  p l u s  home improvement l o a n s  he ld  by s a v i n g s  and loan  a s s o c i a t i o n s  and 
mutual s a v i n g s  banks  headquarte red  in  SMSAs a t  y e a r - e n d  1979. O v e r a l l ,  the  
a l t e r n a t i v e  exempt ion  s t anda rd  would reduce the  t o t a l  number o f  r e p o r t i n g  i n s t i ­
t u t i o n s  by a p p ro x im a te l y  47 pe rcen t .  D e s p i t e  the  sha rp  drop in  the  number o f  
r e p o r t i n g  i n s t i t u t i o n s ,  a t  l e a s t  97 pe rce n t  o f  the  d o l l a r  v a lu e  o f  home purchase  
and home improvement l o a n s  he ld  by a l l  commercial  b ank s ,  s a v i n g s  and loan  a s s o c i ­
a t i o n s ,  and mutual s a v i n g s  banks w i th  o f f i c e s  i n  SMSAs would be d i s c l o s e d .

The exemption s ta n d a rd  o u t l i n e d  above would s i g n i f i c a n t l y  reduce  the  
number o f  smal l  i n s t i t u t i o n s  t h a t  must comply w i th  HMDA. Moreover ,  the  exemp­
t i o n  s ta n d a rd  would not  r e s u l t  in  a s i g n i f i c a n t  r e d u c t i o n  in  b e n e f i t s .  In  most 
c a s e s  consumer com p l iance  examine rs  would be a b le  to  judge  an exempt l e n d e r ' s  
CRA and c i v i l  r i g h t s  com p l iance  by r e v ie w in g  a sample o f  r e s i d e n t i a l  l o a n s  from 
the  i n s t i t u t i o n ' s  l oan  f i l e s .  The a d d i t i o n a l  e xam ina t ion  burden t h a t  r e s u l t s  from 
the  a l t e r n a t i v e  exemption s t a n d a rd s  would o f f s e t  some o f  the  s a v i n g s  t h a t  a r i s e  
from the r e d u c t i o n  in  com p l iance  c o s t s .  As noted in  the  p u b l i c  comments r e c e iv e d  
on the  p roposed  r e g u l a t i o n ,  a dop t ion  o f  the  p o r t f o l i o  exemption s t anda rd  would 
reduce the  c om m un i t ie s '  a b i l i t y  t o  e v a lu a t e  the  r e s i d e n t i a l  l e n d i n g  reco rd  o f  
exempt i n s t i t u t i o n s .  However, th e se  i n s t i t u t i o n s  a re  o n l y  exempt because  o f  
t h e i r  l im i t e d  r e s i d e n t i a l  l e n d i n g  and t h e r e f o r e  have ve ry  l i t t l e  l o an  data  to  
e v a lu a te .  Answer ing  the  more b a s i c  q u e s t i o n  o f  whether o r  not they  s hou ld  be 
more e x t e n s i v e l y  i n v o l v e d  in  r e s i d e n t i a l  l e n d i n g  would not be m a t e r i a l l y  a f f e c t e d  
by t h e i r  exemption from HMDA.

In  l i g h t  o f  i t s  goa l  t o  reduce  r e g u l a t o r y  c o s t s  and in  c o n s i d e r a t i o n  
o f  i t s  r e s p o n s i b i l i t i e s  under the  new R e g u la t o r y  F l e x i b i l i t y  Act (Pub. L. 96-  
354)  the Board weighed the  p o s s i b i l i t y  o f  a d o p t in g  the p o r t f o l i o  exemption 
s t a n d a rd .  The Board u l t i m a t e l y  dec ided  not  to  adopt a p o r t f o l i o  exemption 
p a r t l y  because  the  Senate  had c o n s i d e r e d ,  and r e j e c t e d ,  a s i m i l a r  proposed  
amendment d u r i n g  the  debate on the  re -enactment  o f  HMDA i n  1980.

10/ The 1 ,612  e s t im a te  r e p r e s e n t s  the  minimum number o f  commercial  banks t h a t  
would be r e q u i r e d  to  r e p o r t .  A t  l e a s t  some banks t h a t  o r i g i n a t e  and s e l l  
t h e i r  r e s i d e n t i a l  l o a n s  on a r e g u l a r  b a s i s  would be exc luded  under the 
p o r t f o l i o  exemption but would be r e q u i r e d  to  r e p o r t  because  they  extend 
more than 200 home purchase  and home improvement l o a n s  in  a c a l e n d a r  y e a r .
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I n  a l e t t e r  to  C o n g re s s ,  the  Board  l a t e r  recommended t h a t  C o ng re s s  
r e c o n s i d e r  a r e v i s e d  mortgage p o r t f o l i o  exemption s tanda rd .  The l e t t e r  s u g g e s t e d  
t h a t ,  i n  a d d i t i o n  to  the  $10 m i l l i o n  r e s i d e n t i a l  l oan  p o r t f o l i o  s ta n d a rd  and 
the  200 loan  c r i t e r i o n ,  Cong re s s  m igh t  choose  t o  d e s i g n a t e  an upper l i m i t  on 
the  s i z e  o f  i n s t i t u t i o n  t h a t  c o u ld  a vo id  r e p o r t i n g .  I f  t h i s  amendment were 
added to  the  o r i g i n a l  p ropo sa l  l a r g e  i n s t i t u t i o n s  would r e p o r t  i r r e s p e c t i v e  o f  
the  s i z e  o f  t h e i r  r e s i d e n t i a l  loan  p o r t f o l i o .  I f  $100 m i l l i o n  in  a s s e t s  were 
e s t a b l i s h e d  as  the  s t a n d a rd ,  an a d d i t i o n a l  227 commercial  banks would be r e q u i r e d  
to  r e p o r t .  These 227 commercial  banks he ld  1.1 pe rcen t  o f  the  mortgage  p lu s  
home improvement l o a n s  held  by SMSA based commercial banks  a s  o f  December 31, 
1979. Tab le  1 p r o v i d e s  a c a t e g o r i z a t i o n  o f  commercial banks by a s s e t  s i z e  
under the  p o r t f o l i o  exemption s t anda rd  p roposed  by the  Board.

S e c t i o n  2 0 3 .3 (b )  a l l o w s  s t a t e - c h a r t e r e d  i n s t i t u t i o n s ,  s u b j e c t  to  s t a t e  
r e g u l a t i o n s  s u b s t a n t i a l l y  s i m i l a r  to  r e v i s e d  R e g u l a t i o n  C, t o  be exempt from 
com p l iance  w i th  the  fe d e ra l  r e g u l a t i o n .  T h i s  s e c t i o n  r e q u i r e s  i n s t i t u t i o n s  
exempt from f e d e ra l  r e g u l a t i o n  to  f i l e  two c o p i e s  o f  t h e i r  d i s c l o s u r e  s ta tem ent s  
(p repared  under the  p r o v i s i o n s  o f  t h e i r  s t a t e  law) w i th  the  a p p r o p r i a t e  s t a t e  
s u p e r v i s o r y  agency.  T h i s  m inor  a d d i t i o n a l  burden i s  n e c e s s a r y  because  exempt-  
s t a t e  i n s t i t u t i o n s  must be i n c lu d e d  in  the  HMDA a g g r e g a t i o n  p r o c e s s .

S e c t i o n  2 0 3 . 3 ( c )  a l l o w s  i n s t i t u t i o n s  t h a t  become s u b je c t  to  r e p o r t i n g  
req u i re m en t s  d u r i n g  a c a l e n d a r  y e a r  to  r e p o r t  b e g i n n i n g  w i th  data f o r  the 
f i r s t  c a l e n d a r  y e a r  a f t e r  the  y e a r  i n  which  t h e i r  exemption was l o s t .  The 
p r e v i o u s  r e g u l a t i o n  r e q u i r e d  i n s t i t u t i o n s  t h a t  l o s t  t h e i r  exemption to  f i l e  
d i s c l o s u r e  s ta tem ent s  not o n l y  f o r  the  y e a r  in  wh ich  they  l o s t  t h e i r  exemption ,  
but a l s o  f o r  the  p r i o r  y e a r .  The r e v i s e d  r e g u l a t i o n  w i l l  reduce  comp l iance  
burdens  on ave rage  by about $1 ,426  f o r  each i n s t i t u t i o n  t h a t  becomes s u b j e c t  to  
r e p o r t i n g  r e q u i r e m e n t s . A l /  T h i s  f i g u r e  r e p r e s e n t s  a c o n s e r v a t i v e  e s t im a te  
because  i t  i s  more c o s t l y  f o r  i n s t i t u t i o n s  to  com p i le  data  from a p r i o r  y e a r  
than  i t  i s  t o  comp ile  the  i n f o r m a t i o n  on a c o n t i n u o u s  b a s i s .  T h i s  p r o v i s i o n  
shou ld  not  r e s u l t  in  a s i g n i f i c a n t  l o s s  in  consumer b e n e f i t s .  Moreove r ,  the  
data from the  y e a r  p r i o r  to  the  y e a r  i n  wh ich  the  exemption was l o s t  would not 
be a v a i l a b l e  in  t ime to  be i n c lu d e d  in  the  SMSA a g g r e g a t i o n  p r o c e s s .  Note: 
t h i s  r u l e  w i l l  not ho ld  f o r  i n s t i t u t i o n s  t h a t  l o s e  t h e i r  s ta te -exem pt  s t a t u s .  
These i n s t i t u t i o n s  w i l l  be r e q u i r e d  to  beg in  c o m p i l i n g  fe d e ra l  d i s c l o s u r e  s t a t e ­
ments f o r  the  c a l e n d a r  y e a r  f o l l o w i n g  the  y e a r  i n  which they  compiled  t h e i r  
l a s t  annual  s t a t e  d i s c l o s u r e  s ta tement .  T h i s  exempt ion  w i l l  e n su re  an u n i n t e r ­
rupted  s e r i e s  o f  annual  d i s c l o s u r e  s ta tem ent s  by i n s t i t u t i o n s  t h a t  l o s e  t h e i r  
s t a t e  exempt ion.

The 1980 HMDA amendments r e q u i r e  covered  i n s t i t u t i o n s  t o  com p i le  and 
r e p o r t  t h e i r  HMDA data  on a c a l e n d a r  y e a r  b a s i s .  S e c t i o n  2 0 3 . 4 ( a )  o f  the  r e g u ­
l a t i o n  implements t h i s  p r o v i s i o n  o f  the  a c t .  The goal  o f  t h i s  r e g u l a t i o n  i s  to  
e s t a b l i s h  a u n i fo rm  r e p o r t i n g  p e r i od  so  t h a t  data from a l l  covered  i n s t i t u t i o n s  
in  an SMSA may be compared o ve r  an e q u i v a l e n t  t ime p e r i o d .  The o r i g i n a l  R e g u l a ­
t i o n  C a l l owed  i n s t i t u t i o n s  to  r e p o r t  on a f i s c a l  y e a r  b a s i s .  As a r e s u l t ,  i t

11/ $1 ,426  r e p r e s e n t s  the 1977 c o s t s  o f  c o m p i l i n g  home mortgage  d i s c l o s u r e  
s ta tem ents  f o r  two y e a r s  f o r  the  ave rage  i n s t i t u t i o n  covered  by the  a c t .
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I ABLE 1 Distribution of Exempt and Covered Commercial Banks Categorized by Asset
~$*2e Under $10 M illion  Portfo lio  Exemption Standardl y

A s s e t  S i z e  iL/ 
l l i o n s  o f  d o l l a r s )

Exempt _?/
(number o f  i n s t i t u t i o n s )

Pe rcen tage  o f  Mortgage  
P lu s  Home Improvement 
Loans  Held by Exempt 
Commercial Banks 

(Percentage )

Covered
(number o f  i n s t i t u t i o n s )

Percentage  o f  M o r t ­
gage P lu s  Home 
Improvement Loans 
Held by Covered 
Commercial Banks £/  

(Percentage )
$10 -  50 2 ?78 7.5 156 1.6%

50 -  100 591 2.4 418 5.5
100 -  200 171 0 .8 436 8.7
200 -  300 31 0.2 172 4.9
300 -  and ove r 25 0.1 430 68.0

TOTAL i s o ? r m 1612 88.7

Impact o f  the  $10 M i l l i o n  P o r t f o l i o  Exemption 
S tanda rd  on S a v i n g s  and Loan A s s o c i a t i o n  and Mutual S a v i n g s  Banks

Pe rcen tage  o f  Mortgage  P l u s  Home Improvement
Number C u r r e n t l y  Requ ired  to  Report  Number Requ ired  to  Report  Loans Held by S&Ls and MSBs Covered by the  

Under the  $10 M i l l i o n  A s s e t  Exemption  Under $10 M i l l i o n  P o r t f o l i o  $10 M i l l i o n  P o r t f o l i o  Exemption
Exemption

S&L 2339 
MSB 298

2255
296

99.5%
99.9

V  A l l  c a l c u l a t i o n s  a re  based on ye a r - e n d  1979 C a l l  Report  da ta .  A l l  commercial  bank e s t im a t e s  are  I n f l u e n c e d  s l i g h t l y  
by the  f a c t  t h a t  commercial banks w i th  l e s s  than  $100 m i l l i o n  1n a s s e t s  do not s e p a r a t e l y  r e p o r t  unsecured  home im­
provement l o a n s .  T h e re fo re ,  e s t im a te s  f o r  the se  banks are  based s o l e l y  on mortgages  and home improvement l o a n s  
secu red  by r ea l  e s t a t e .

2J  Under the  e x i s t i n g  s t a t u t e  a l l  o f  the  5208 commercial banks in  the t a b l e  a re  r e q u i r e d  to  r e p o r t .

3/ Some o f  the  commercial  banks in  the  exempt c a te g o r y  would be r eq u i r e d  to  r e p o r t  because  they  extend  more than  200
home lo a n s  pe r  y e a r  even though they  m a in ta in  home loan  p o r t f o l i o s  o f  l e s s  than $10 m i l l i o n .

4/ T h i s  column i n d i c a t e s  t h a t  88.7% o f  the  d o l l a r  v a lu e  o f  mortgage p lu s  home improvement l o a n s  held  by commercial banks
c u r r e n t l y  r e q u i r e d  to  r e p o r t  under the  $10 m i l l i o n  a s s e t  exemption s tanda rd  w i l l  s t i l l  be cove red  under the proposed 
$10 m i l l i o n  p o r t f o l i o  exemption s tanda rd .  Because o f  r o und in g ,  columns th ree  and f i v e  do not sum to  100%.
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was d i f f i c u l t  t o  a gg rega te  and compare d i f f e r e n t  i n s t i t u t i o n s '  l e n d i n g  r e c o rd s .  
The sw i t ch  to  a c a l e n d a r  y e a r  r e p o r t i n g  p e r i o d  was f i r s t  implemented by an 
amendment to  R e g u l a t i o n  C adopted in  November 1980. ±L' As a r e s u l t ,  the  
r e v i s e d  r e g u l a t i o n  does not t e c h n i c a l l y  change the  r e p o r t i n g  p e r i o d  from t h a t  
which  i s  mandated in  the  c u r r e n t  r e g u l a t i o n .  11/

The 1980 HMDA amendments d i r e c t  the  Federa l  Rese rve  Board to  p r e ­
s c r i b e  a s ta n d a rd  fo rmat f o r  d i s c l o s u r e s  o f  HMDA data .  C u r r e n t l y ,  the  v a s t  
m a j o r i t y  o f  covered  i n s t i t u t i o n s  use a r e p o r t i n g  form t h a t  i s  q u i t e  s i m i l a r  to  
the one se t  f o r t h  in  R e g u l a t i o n  C. However, m ino r  v a r i a t i o n s  do e x i s t  a c r o s s  
i n s t i t u t i o n s .  Wh i le  such  v a r i a t i o n s  i n  format  a re  not s i g n i f i c a n t  i n  a smal l  
sample s t u d y ,  they  p r e se n t  impediments to  a c o s t - e f f e c t i v e  a g g r e g a t i o n  
o f  HMDA data  on an SMSA b a s i s .  V a r i a t i o n s  i n  fo rmat r a i s e  the  c o s t  o f  u s i n g  
the  d i s c l o s u r e  data  s u b s t a n t i a l l y ,  pe rhaps  d o u b l i n g  the  c o s t s  a s s o c i a t e d  w i th  
a g g r e g a t i n g  the  data .  P r e s c r i p t i o n  o f  a s ta n d a rd  fo rmat w i l l  impose some 
one- t ime  c o s t s  on the  r e p o r t i n g  i n s t i t u t i o n s .  These one- t ime  c o s t s  a r i s e  from 
the  need to  a l t e r  the  i n s t i t u t i o n ' s  e x i s t i n g  format.  In some c a s e s  t h i s  w i l l  
impose m ino r  computer programming change s ;  i n  a l l  c a se s  i t  w i l l  i n v o l v e  some 
a d d i t i o n a l  per sonne l  t r a i n i n g .

The r e p o r t i n g  format  p r e s c r i b e d  in  the  r e v i s e d  r e g u l a t i o n  d e l e t e s  one 
co lumn— t o t a l  r e s i d e n t i a l  mortgage  l o a n s  on l - t o - 4  f a m i l y  d w e l l i n g s — from the  
HMDA form in  o ld  R e g u l a t i o n  C. T h i s  column i s  not r e q u i r e d  under the  act  and 
i s  s im p ly  the  summation o f  columns two and th re e .  D e l e t i o n  o f  t h i s  column 
shou ld  reduce both the  number o f  e r r o r s  i n  the  i n s t i t u t i o n s '  r e p o r t s ,  and on 
net  reduce the  c o s t s  o f  comp l iance  s i n c e  the  new form w i l l  r e q u i r e  fewer manual 
o r  computer com puta t ion s  and reduced paperwork.  Moreove r ,  d e l e t i o n  o f  t h i s

12/ 45 FR 80813, December 8, 1980.

13/ The r e g u l a t o r y  amendment imposed a one- t ime  c o s t  on th o se  i n s t i t u t i o n s  
d i s c l o s i n g  data  on o t h e r  than  a c a l e n d a r  y e a r  b a s i s .  T h i s  one - t im e  c o s t  
has two components.  F i r s t ,  t h e r e  i s  the  c o s t  a s s o c i a t e d  w i th  c h a n g in g  
o p e r a t i n g  methods t o  conform w i th  a c a l e n d a r  r e p o r t i n g  requ irement.  These 
c o s t s  i n v o l v e  a d d i t i o n a l  t r a i n i n g  o f  i n s t i t u t i o n  personne l  r e s p o n s i b l e  
f o r  p r e p a r i n g  the  d i s c l o s u r e  r e p o r t s  and some m ino r  computer programming 
ad ju s tm en t s  to  r e f l e c t  the  c a l e n d a r  y e a r  r e p o r t i n g  data req u i re m en t s .
These c o s t s  a re  not expected to  be s i g n i f i c a n t .  Second i s  the  c o s t  a s s o c i ­
ated  w i th  p r e p a r i n g  a se pa ra te  d i s c l o s u r e  s ta tement c o n t a i n i n g  data f o r  any 
p e r i o d  p r i o r  to  c a le n d a r  y e a r  1980 which i s  not covered  by the  l a s t  f u l l  
y e a r  r e p o r t  p r i o r  to  the 1980 c a l e n d a r  y e a r  r e p o r t .  In a d d i t i o n ,  t h o se  
i n s t i t u t i o n s  r e p o r t i n g  on a f i s c a l  y e a r  b a s i s  which have d i s c l o s e d  t h e i r  
1980 f i s c a l  y e a r  r e p o r t s  w i l l  have t o  d u p l i c a t e  t h a t  p o r t i o n  o f  t h e i r  
f i s c a l  1979-80  r e p o r t s  t h a t  f a l l s  i n  c a l e n d a r  y e a r  1980. The FHLBB/FDIC 
s t u d y  found th a t  85 pe rcen t  o f  the  covered  i n s t i t u t i o n s  i n  t h e i r  s u r vey  
c u r r e n t l y  r e p o r t  on a c a l e n d a r  y e a r  b a s i s .  T h e re f o r e ,  i t  i s  u n l i k e l y  t h a t  
t h i s  r e g u l a t i o n  w i l l  impose any burden on the  bu lk  o f  the  r e p o r t i n g  i n s t i t u ­
t i o n s .  However, the  r e g u l a t i o n  w i l l  impose an a d d i t i o n a l  burden on t h o se  
i n s t i t u t i o n s  not  p r e v i o u s l y  r e p o r t i n g  on a c a l e n d a r  y e a r  b a s i s .

_
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column s h o u ld  r e s u l t  in  a s i g n i f i c a n t  s a v i n g s  in  the  a g g r e g a t i o n  p r o c e s s  s i n c e  
i t  w i l l  reduce  by o n e - se ven th  the  amount o f  m a te r i a l  t h a t  must be agg rega ted .  
Based on the  FHLBB/FDIC s tudy  o f  HMDA a g g r e g a t i o n  c o s t s ,  d e l e t i o n  o f  one 
column shou ld  r e s u l t  i n  an annual  c o s t  s a v i n g s  o f  about $46 ,000 .  i z /

S e c t i o n  2 0 3 .3 (b )  o f  the  r e g u l a t i o n  in  e f f e c t  r e q u i r e s  e xem p t - s t a t e  
i n s t i t u t i o n s  to  f o l l o w  the  b a s i c  r e p o r t i n g  fo rm at.  Because o f  the  a g g r e g a t i o n  
r equ i rem en t s  s p e c i f i e d  in  the  A c t ,  s t a t e  exemptions  from HMDA w i l l  o n l y  be 
g i v en  by the  Board i f  the  s t a t e  d i s c l o s u r e  statement i s  s u b s t a n t i a l l y  s i m i l a r  
to  the  HMDA-1 Form con ta in e d  in  the  r e g u l a t i o n .  A g g r e g a t i o n  requ i rem ents  
n e c e s s i t a t e  the  e s t a b l i s h m e n t  o f  a un i fo rm  r e p o r t i n g  fo rmat because  the  exempt- 
s t a t e  i n s t i t u t i o n s  must be i n c o r p o r a t e d  i n t o  the  a g g r e g a t i o n  p r o c e s s .  T h i s  
requ irement  may impose a d d i t i o n a l  c o s t s  on some o f  th e se  i n s t i t u t i o n s ,  a l t h o u g h  
most o f  the  e xem pt - s ta te  i n s t i t u t i o n s  a l r e a d y  com p i le  HMDA data in  a format 
s i m i l a r  to  t h a t  p r e s c r i b e d  in  the  r e g u l a t i o n .

S e c t i o n  203 .4  o f  r e v i s e d  R e g u l a t i o n  C r e q u i r e s  covered  l e n d e r s  t o  
co m p i le  the  g e o g ra p h i c  d i s c l o s u r e  o f  l oan  o r i g i n a t i o n s  and pu rcha se s  on se pa ra te  
r e p o r t  forms.  The p r e v i o u s  r e g u l a t i o n  a l s o  r e q u i r e d  s e p a ra te  d i s c l o s u r e  r e p o r t s  
f o r  o r i g i n a t i o n s  and p u r c h a se s .

An o th e r  1980 amendment to  the  ac t  r e q u i r e s  l e n d e r s  to  geocode a l l  
cove red  l o a n s  ex tended w i t h i n  SMSAs on a ce n su s  t r a c t  b a s i s  u n l e s s  the  loan  
i n v o l v e s  a p r o p e r t y  l o c a te d  in  an SMSA coun ty  whose p o p u l a t i o n  does not exceed 
30,000 . S e c t i o n  2 0 3 . 4 ( b )  o f  the  r e v i s e d  r e g u l a t i o n  a l l o w s  covered  l o a n s  ex tended 
in  the  l e s s  popu lou s  c o u n t i e s  to  be geocoded by coun ty  name. Based upon 1970 
cen su s  da ta ,  a p p ro x im a te l y  19 pe rcen t  o f  the  c o u n t i e s  l o c a te d  in  SMSAs have 
p o p u l a t i o n s  t h a t  do not exceed 30,000.

T h i s  amendment makes two m o d i f i c a t i o n s  i n  the  s t a t u t e .  F i r s t ,  i t  
a l l o w s  l e n d e r s  e x t e n d in g  c r e d i t  i n  SMSA c o u n t i e s  w i th  smal l  p o p u l a t i o n s  (30 ,000  
o r  l e s s )  to  geocode th e se  l o a n s  by coun ty  name. The p r e v i o u s  r e g u l a t i o n  r e q u i r e d  
l e n d e r s  to  geocode th e se  l o a n s  by e i t h e r  cen su s  t r a c t  o r  Z I P  code. The m o d i f i ­
c a t i o n  in  geocod ing  requ i rem en t s  f o r  l o a n s  ex tended in  the se  l e s s  popu lous  a rea s  
w i l l  reduce the  c o s t s  o f  HMDA com p l iance  as  we l l  a s  improve the  a c cu rac y  o f  the 
r e p o r t s  w i th  no a s s o c i a t e d  l o s s  i n  the u s e f u l n e s s  o f  the  da ta .  The amendment 
w i l l  not reduce  the  u s e f u l n e s s  o f  the  data  because ,  i n  g e n e r a l ,  l o a n s  i n  such 
r u r a l  a rea s  a re  a l r e a d y  a g g re ga ted  f o r  CRA o r  c i v i l  r i g h t s  a n a l y s i s .

The second m o d i f i c a t i o n  r e s u l t i n g  from t h i s  amendment to  the  act  
r e q u i r e s  l e n d e r s  to  geocode l o a n s  by cen su s  t r a c t  i n  SMSA c o u n t i e s  whose popu­
l a t i o n s  exceed 30,000 . Complete com p l iance  w i th  t h i s  amendment i s  im p o s s i b l e  
because  th e re  a re  u n t r a c te d  SMSA c o u n t i e s  w i th  p o p u l a t i o n s  t h a t  exceed 30,000 .
As a r e s u l t ,  the  r e v i s e d  r e g u l a t i o n  a l l o w s  l e n d e r s  e x te n d in g  c r e d i t  i n  such 
u n t r a c t e d  a re a s  to  r e p o r t  the  data  by coun ty  name. D i s c l o s u r e  by coun ty  name 
in  t h e s e  l a r g e  u n t r a c te d  c o u n t i e s  sh o u ld  m a r g i n a l l y  reduce the  c o s t s  o f  com­
p l i a n c e  and improve  the  a c cu rac y  o f  the  d i s c l o s u r e  r e p o r t s .

14/ T h i s  f i g u r e  was d e r i v e d  by c a l c u l a t i n g  o n e - se ven th  o f  the  s tatement 
r e l a t e d  and t r a c t  l i n e  r e l a t e d  c o s t s  o f  a g g re g a t i o n  e s t im a ted  in  the  
1979 FHLBB/FDIC s t u d y .  T h i s  c o s t  s a v i n g s  e s t im a te  may be somewhat 
o v e r s t a t e d  i f  the  Federa l  R e s e r v e ' s  more recen t  e s t im a t e s  o f  a g g r e g a t i o n  
c o s t s  prove  a c c u ra te .
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S e c t i o n  2 03 .4 (d )  o f  the  r e v i s e d  r e g u l a t i o n  r e q u i r e s  d e p o s i t o r y  
i n s t i t u t i o n s  to  use the  1980 Census  o f  P o p u l a t i o n  and H ou s in g :  CENSUS TRACTS,
F i n a l  R e p o r t s ,  PHC80-2 s e r i e s  p repared  by the  Bureau o f  the  Censu s ,  U.S .  D e p a r t ­
ment o f  Commerce, to  determ ine  whether p r o p e r t y  i s  l o c a te d  in  a p a r t i c u l a r ' c e n s u s  
t r a c t .  A c c o rd in g  to  the  Census Bureau,  1980 ce n su s  t r a c t  o u t l i n e  maps w i l l  not 
be c o m p le te ly  a v a i l a b l e  u n t i l  J an u a ry  1983. C u r r e n t l y  the  Bureau o f  the  Census 
has a v a i l a b l e  f o r  pu rcha se  s t r e e t  a d d re s s  c o d in g  g u id e s  based on the  1980 
cen su s  t r a c t  boundary  d e f i n i t i o n s  t h a t  may be used by i n s t i t u t i o n s  to  geocode 
t h e i r  home l o a n s .  However, such  g u id e s  a re  not a v a i l a b l e  f o r  r e c e n t l y  d e s i g n a te d  
SMSAs,  and may not be comprehens ive  enough t o  a l l o w  an i n s t i t u t i o n  to  geocode 
eve ry  cove red  loan  in  an SMSA f o r  wh ich  the  gu ide  i s  a v a i l a b l e .

In r e c o g n i t i o n  o f  the  f a c t  t h a t  the  1980 cen su s  t r a c t  o u t l i n e  maps a re  
not c u r r e n t l y  a v a i l a b l e ,  the  r e g u l a t i o n  a l l o w s  d e p o s i t o r y  i n s t i t u t i o n s  to  
c o n t in u e  r e p o r t i n g  on the  b a s i s  o f  the  1970 cen su s  t r a c t  d e f i n i t i o n s  u n t i l  the  
complete 1980 ce n su s  t r a c t  o u t l i n e  map s e r i e s  i s  a v a i l a b l e .  The 1970 c e n su s  
t r a c t  maps f o r  each SMSA have been a v a i l a b l e  f o r  some t ime and may be pu rchased  
from the  Bureau o f  the  Census.  In a d d i t i o n ,  s t r e e t  a d d re s s  c o d in g  g u id e s  based on 
the  1970 cen su s  t r a c t  d e f i n i t i o n s  a re  a v a i l a b l e  at  a nominal fee  from the  Bureau 
o f  the  Censu s .  15/ Because r e p o r t i n g  i n s t i t u t i o n s  have the  o p t i o n  o f  u s i n g  the  
1970 ce n su s  t r a c t  d e f i n i t i o n s  o r  s w i t c h i n g  to  the  1980 d e f i n i t i o n s  d u r i n g  t h i s  
t r a n s i t i o n  p e r i o d ,  i t  i s  im po r tan t  t h a t  the  d i s c l o s u r e  sta tement c l e a r l y  i d e n t i f y  
which cen su s  se rved  as  the  b a s i s  f o r  the  r e p o r t .

The d e c i s i o n  to  a l l o w  r e p o r t i n g  on the  b a s i s  o f  e i t h e r  the 1980 o r  
1970 ce n su s  t r a c t  d e f i n i t i o n s  d u r i n g  t h i s  t r a n s i t i o n  p e r i o d  was based on comments 
re c e iv e d  from the  p u b l i c  i n d i c a t i n g  t h a t  many i n s t i t u t i o n s  had a l r e a d y  sw i t ched  
to  the  1980 c e n su s  t r a c t  d e f i n i t i o n s .  Because the  f i n a l  r e g u l a t i o n  w i l l  not be 
p u b l i s h e d  u n t i l  m id -1981 ,  i t  c o u ld  be more c o s t l y  t o  r e q u i r e  t h o se  i n s t i t u t i o n s  
t h a t  have a l r e a d y  made the  t r a n s i t i o n  to  the  1980 cen su s  t r a c t  d e f i n i t i o n s  to  
sw i t ch  back a ga in  to  the  1970 d e f i n i t i o n s .  I t  i s  b e l i e v e d  t h a t  a s  l o n g  as  the  
d i s c l o s u r e  s ta tem ent s  c l e a r l y  i d e n t i f y  wh ich  cen su s  was used as  the  b a s i s  f o r  
the  r e p o r t  the  u s e f u l n e s s  o f  the  r e p o r t s  w i l l  be l a r g e l y  u n a f fe c te d .

A sw i t c h  from the  1970 to  the  1980 ce n su s  i s  c l e a r l y  d e s i r a b l e  in  
o r d e r  to  take  advantage  o f  the  most re cen t  demographic i n f o r m a t i o n .  However, 
the  changeove r  from p r e p a r a t i o n  o f  d i s c l o s u r e  s ta tem ent s  on the  b a s i s  o f  the  
1970 cen su s  t r a c t  d e f i n i t i o n s  to  the  1980 d e f i n i t i o n s  w i l l  c r e a te  some prob lems 
f o r  u s e r s .  These problems a re  m i t i g a t e d  by the  f a c t  t h a t  o n l y  8 pe rcen t  o f  the  
1970 cen su s  t r a c t s  have had s u b s t a n t i a l  boundary  changes  in  the  t r a n s i t i o n  from 
the  1970 to  1980 cen su s .  N o n e th e le s s ,  the  changeover  w i l l  c o m p l i c a te  a n a l y s i s  
o f  a g i v en  i n s t i t u t i o n ' s  r e s i d e n t i a l  l e n d i n g  reco rd  o ve r  t ime. T h i s  problem 
may be overcome by u s e r s  when a copy  o f  the  1980 -1970  Census T r a c t  E q u i v a l e n c y  
L i s t  becomes a v a i l a b l e  from the  Bureau o f  the  Censu s .  The e q u i v a l e n c y  l i s t  
w i l l  a l l o w  u s e r s  t o  determ ine  the  p r i n c i p a l  boundary  changes  t h a t  have o c cu r red  
in  the  t r a n s i t i o n  from the 1970 t o  1980 ce n su s .

15/ The 1970 P H C ( l )  S e r i e s  r e p o r t s  c o n t a i n i n g  the  cen su s  t r a c t  maps were p r i c e d  
in  the  $ .45  t o  $12 .75  range in  1976. S t r e e t  ad d re s s  c o d in g  g u id e s  f o r  both  
the  1970 and 1980 cen su s  a re  a l s o  a v a i l a b l e  from the Bureau o f  the  Cen su s .  
The 1980 g u i d e s  range in  p r i c e  from $ .78  t o  $70 .27  f o r  an SMSA w i th  an 
ave rage  p r i c e  o f  $ 6 .54  pe r  SMSA.

_
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The r e p o r t i n g  o p t i o n  a u t h o r i z e d  in  §  2 0 3 . 4 (d )  w i l l  c r e a te  a problem 
f o r  i n d i v i d u a l  u s e r s  o f  the  HMDA data .  The problem a r i s e s  i f  u s e r s  want to  
compare an i n s t i t u t i o n  t h a t  p repared  i t s  d i s c l o s u r e  s ta tement on a 1980 censu s  
t r a c t  b a s i s  w i th  a no the r  i n s t i t u t i o n  t h a t  prepared  the  r e p o r t  on a 1970 censu s  
t r a c t  b a s i s .  T h i s  problem i s  m i t i g a t e d  by the  f a c t  t h a t  most u s e r s  o f  the  
data  a re  p r i m a r i l y  conce rned w i th  the  smal l  s u b se t  o f  cen su s  t r a c t s  t h a t  com­
p r i s e  t h e i r  ne i ghbo rhood .  Once a ga in  the  c o m p a r a b i l i t y  prob lem may be overcome 
by u s i n g  the  Census T r a c t  E q u i v a l e n c y  L i s t .

The o p t i o n  to  com p i le  s ta tem ent s  on e i t h e r  a 1970 o r  1980 cen su s  
t r a c t  b a s i s  w i l l  not  c r e a te  a prob lem f o r  the  HMDA a g g r e g a t i o n  p r o j e c t .  A 1980 
to  1970 cen su s  t r a c t  c o n v e r s i o n  f i l e  i s  a v a i l a b l e  f o r  pu rchase  f o r  $9470. T h i s  
f i l e  w i l l  be employed to  c o n v e r t  i n s t i t u t i o n s '  r e p o r t s  p repared  on a 1980 cen su s  
t r a c t  b a s i s  i n t o  t h e i r  1970 e q u i v a l e n t s .  The c o n ve r ted  r e p o r t s  w i l l  be combined 
w i th  the  r e p o r t s  p repared  on the  1970 cen su s  t r a c t  b a s i s  in  each SMSA. The 
combined r e p o r t s  w i l l  then be matched w i th  soc ioeconom ic  data from the  1970 
ce n su s  to  produce  the  a g g r e g a t i o n  t a b l e s  r eq u i r e d  by the  Act.  Use o f  the  1970 
soc ioeconom ic  data  w i l l  be n e c e s s a r y  u n t i l  the  f i n a l  count o f  the  1980 cen su s  
i s  r e l e a se d .

S e c t i o n  203 .5  o f  the  r e g u l a t i o n  p r e s c r i b e s  the  date  and manner by 
which i n s t i t u t i o n s  must make t h e i r  d i s c l o s u r e  s ta tem ent s  a v a i l a b l e .  S e c t i o n  
2 0 3 . 5 ( b )  r e q u i r e s  t h a t  d e p o s i t o r y  i n s t i t u t i o n s  make t h e i r  d i s c l o s u r e  s ta tem ents  
a v a i l a b l e  a t  t h e i r  home o f f i c e  and a t  one branch  in  each SMSA in  which they  
have an o f f i c e ,  o t h e r  than the  SMSA i n  wh ich  the  home o f f i c e  i s  l o c a te d .  T h i s  
p r o v i s i o n  reduces  the  com p l iance  burden because  under the  o ld  r e g u l a t i o n  a 
l e n d e r  had to  make the  s ta tem ent s  a v a i l a b l e  at  both the  home o f f i c e  and at 
one branch  i n  e ve ry  SMSA. The r e v i s e d  r e g u l a t i o n  p r o v i d e s  f o r  a more l i b e r a l  
d i s c l o s u r e  requ i rem en t ,  because  each l e n d e r ' s  s ta tement w i l l  now be a v a i l a b l e  
at  the  c e n t r a l  r e p o s i t o r y  as we l l  a s  the  i n s t i t u t i o n ' s  home o f f i c e .

S e c t i o n  2 0 3 . 5 ( b )  o f  the  r e v i s e d  r e g u l a t i o n  p r o v i d e s  f o r  a more l i b e r a l  
b ranch  o f f i c e  d i s c l o s u r e  requ irement  than e x i s t i n g  R e g u l a t i o n  C. Under the  
e x i s t i n g  r e g u l a t i o n ,  an i n s t i t u t i o n  may e i t h e r  make the  e n t i r e  i n s t i t u t i o n - w i d e  
d i s c l o s u r e  sta tement a v a i l a b l e  a t  one branch  in  each SMSA, o r  the  i n s t i t u t i o n  
may omit  d e t a i l e d  ge o g ra p h i c  breakdowns f o r  l o a n s  on p r o p e r t y  i n  o t h e r  SMSAs at  
the  l o c a l  branch  o f f i c e .  In the  l a t t e r  ca se  the  i n s t i t u t i o n ' s  d i s c l o s u r e  s t a t e ­
ment would i n c l u d e  a complete g e o g ra p h i c  breakdown f o r  l o a n s  i n  the  l o c a l  SMSA, 
a t o t a l  f i g u r e  f o r  each o t h e r  SMSA in  wh ich  the  i n s t i t u t i o n  has o f f i c e s ,  and an 
a g g re g a t e  f i g u r e  f o r  l o a n s  on p r o p e r t y  l o c a te d  o u t s i d e  SMSAs in  wh ich  the  i n s t i ­
t u t i o n  has an o f f i c e .  The r e v i s e d  r e g u l a t i o n  would perm it  branch  o f f i c e  d i s c l o ­
s u r e s  to  omit a l l  data  r e l a t i n g  to  SMSAs o t h e r  than the  SMSA in  wh ich  the  p a r t i ­
c u l a r  b ranch  o f f i c e  i s  l o c a te d .

T h i s  r u l e  change sh o u ld  r e s u l t  in  some r e d u c t i o n  in  data  c o m p i l a t i o n  
and r e p r o d u c t i o n  c o s t s  f o r  t h o se  i n s t i t u t i o n s  w i th  branch  o f f i c e s  in  more than 
one SMSA. The r u l e  change  w i l l  not reduce  the  consumer b e n e f i t s  s i n c e  the 
e n t i r e  d i s c l o s u r e  sta tement w i l l  be a v a i l a b l e  a t  the  i n s t i t u t i o n ' s  home o f f i c e .

S e c t i o n  2 0 3 . 5 ( d )  o f  the  f i n a l  r e g u l a t i o n  r e q u i r e s  covered  i n s t i t u t i o n s  
to  p o s t  a l obby  n o t i c e  in  a l l  o f  t h e i r  SMSA based o f f i c e s .  The lobby  n o t i c e  
s h o u ld  i n d i c a t e  t h a t  the  i n s t i t u t i o n ' s  annual  HMDA s ta tement i s  a v a i l a b l e  f o r
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rev iew  by the  p u b l i c .  T h i s  i s  a more r e s t r i c t i v e  requ irement than  t h a t  wh ich  
e x i s t e d  under the  p r e v i o u s  r e g u l a t i o n .  The proposed  r e g u l a t i o n  t h a t  was p u b l i s h e d  
f o r  comment su gge s te d  t h a t  a l l  n o t i f i c a t i o n  requ i rem en ts  would be dropped.
The d e c i s i o n  to  r e q u i r e  a l obby  n o t i c e  i s  based on the  b e l i e f  t h a t  the  p r i o r  
n o t i f i c a t i o n  requ irement  (which a l s o  pe rm it ted  n o t i c e  to  be g i v e n  w i th  p e r i o d i c  
s ta tements  o r  in  a newspaper)  d id  not a s s u r e  t h a t  the  p u b l i c  would be e f f e c t i v e l y  
in formed o f  the  a v a i l a b i l i t y  o f  the  HMDA in f o r m a t i o n .

The lobby  n o t i f i c a t i o n  requ i rem ent  w i l l  impose some c o s t s  on t h o se  
i n s t i t u t i o n s  t h a t  p r e v i o u s l y  used a medium o f  communicat ion  o t h e r  than  a lobby  
n o t i c e .  I t  i s  b e l i e v e d  t h a t  on net t h e r e  w i l l  be an i n c r e a s e  in  c o s t  due to  
t h i s  requ irement.  S p e c i f i c  c o s t s  a re  d i f f i c u l t  to  c a l c u l a t e  because  the  number 
o f  i n s t i t u t i o n s  t h a t  c u r r e n t l y  use  lobby  n o t i c e s  i s  unknown. I f  a l l  8700 
i n s t i t u t i o n s  had to  produce  o r  pu rchase  a l obby  n o t i c e  f o r  each head o f f i c e  
and t h e i r  a p p ro x im a te l y  50,000  branch  o f f i c e s ,  the  net c o s t s  cou ld  be r e l a t i v e l y  
l a r g e  in  the  a g g re ga te .  Two f a c t o r s  m i t i g a t e  a g a i n s t  a l a r g e  c o s t  i n c r e a s e .
F i r s t ,  some i n s t i t u t i o n s  a l r e a d y  use  lobby  n o t i c e s .  Second, t h o s e  i n s t i t u t i o n s  
t h a t  a re  c u r r e n t l y  u s i n g  a l t e r n a t i v e  n o t i f i c a t i o n  methods w i l l  not have to 
expend tho se  fund s  under the  new r e g u l a t i o n .  On the  o t h e r  hand, i f  most 
i n s t i t u t i o n s  chose  to  p la ce  a good q u a l i t y  n o t i c e  in  t h e i r  l o b b i e s  the  a g g re g a t e  
c o s t s  cou ld  be in  e xce s s  o f  $225 ,000.  JJj/

These c o s t s  can be s u b s t a n t i a l l y  reduced by u t i l i z a t i o n  o f  a s ta n d a rd  
HMDA lobby  n o t i c e  p ro v id ed  by the  Federa l  Rese rve .  The c o s t  to  the  Federa l  
Re se rve  i s  a p p ro x im a te l y  40 ce n t s  a p ie ce .

S e c t i o n  2 0 5 .3 (e )  r e q u i r e s  l e n d e r s  to  fo rward  two c o p i e s  o f  t h e i r  
d i s c l o s u r e  s ta tement each y e a r  to  t h e i r  a p p r o p r i a t e  s u p e r v i s o r y  agency.  T h i s  
a d d i t i o n a l  burden a r i s e s  from the  requ irement  in  the  act  t h a t  an a g g r e g a t i o n  
o f  HMDA data  be p repared  each y e a r .  The a gg re ga te  c o s t  to  a l l  covered  l e n d e r s  
o f  t h i s  a d d i t i o n a l  r e p o r t i n g  requ irement  i s  e s t im a ted  to  be about $65 ,000  
a n n u a l l y .  1 Z/

16/ The $225 ,000  e s t im a te  i s  based on 8700 i n s t i t u t i o n s  spend in g  20 d o l l a r s  
each f o r  one m a ste r  p o s t e r  and $1 each f o r  c o p i e s  f o r  t h e i r  a p p ro x im a t e l y
50 ,000  o t h e r  o f f i c e s .  The $20 e s t im a te  i s  based upon i n f o r m a t i o n  from 
banks and Wash ington  area  p r i n t - s h o p s .

17/ T h i s  e s t im a te  i s  based on 8 ,138  r e p o r t i n g  i n s t i t u t i o n s  i n c u r r i n g  an ave rage  
c o s t  o f  $8 .00  to  copy and fo rward  two c o p i e s  o f  t h e i r  d i s c l o s u r e  statement 
to  the a p p r o p r i a t e  s u p e r v i s o r y  agency.
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[ R e g u l a t i o n  C; D ocke t  No. R - 0 3 5 0 ]  

HOME MORTGAGE D IS CLO SU R E  

R e v i s i o n  o f  R e g u l a t i o n  C

AGENCY: Boa rd  o f  G o v e r n o r s  o f  the  F e d e r a l  R e s e r v e  S y s te m .

ACT ION:  F i n a l  r u l e .

SUMMARY: The Boa rd  i s  a d o p t i n g  i n  f i n a l  fo rm a r e v i s e d  v e r s i o n  o f  R e g u l a t i o n  C.
R e g u l a t i o n  C im p lem en t s  the  Home M o r t g a g e  D i s c l o s u r e  Act and r e q u i r e s  d e p o s i t o r y  
i n s t i t u t i o n s  w i t h  o f f i c e s  i n  s t a n d a r d  m e t r o p o l i t a n  s t a t i s t i c a l  a r e a s  ( SM SA s )  to  
d i s c l o s e  da ta  a b o u t  t h e i r  home m o r t ga ge  and home im provem ent  l o a n s  each  y e a r .  
I n s t i t u t i o n s  w i t h  l e s s  t h a n  $10  m i l l i o n  i n  a s s e t s  a r e  exempt from c o v e r a g e .

The r e v i s i o n  im p lem e n t s  c e r t a i n  amendments t o  the  a c t  made by th e  
H o u s i n g  and Community D eve lopm ent  A c t  o f  1980 ,  and s i m p l i f i e s  the  r e g u l a t i o n  
g e n e r a l l y .  The p r o p o se d  r e v i s i o n  was p u b l i s h e d  f o r  comment a t  46 FR 11780  
( F e b r u a r y  10,  1 9 8 1 ) .

A r e g u l a t o r y  a n a l y s i s  has  been p r e p a r e d ,  t o  com p ly  bo th  w i t h  the  
expanded  r u l e m a k i n g  p r o c e d u r e s  s e t  f o r t h  in  t h e  B o a r d ' s  p o l i c y  s t a t e m e n t  o f  
J a n u a r y  19 ,  1979  (44  FR 3957 )  and w i t h  the  r e q u i r e m e n t s  o f  the  R e g u l a t o r y  
F l e x i b i l i t y  Act  (Pub.- L.  9 6 - 3 5 4 ) .  C o p i e s  may be o b t a i n e d  from the  Consumer  
A f f a i r s  o f f i c e  o f  any  F e d e r a l  R e s e r v e  Bank o r  from th e  B o a r d ' s  D i v i s i o n  o f  
Consumer and Community A f f a i r s ,  Boa rd  o f  G o v e rn o r s  o f  the  F e d e r a l  R e s e r v e  
S y s te m ,  W a s h i n g t o n ,  D. C. 20551.

The B oa rd  a l s o  ad o p ted  m o r t ga ge  l o a n  d i s c l o s u r e  form  HMDA-1,  whose 
u se  w i l l  be m a nd a to ry  f o r  the  r e p o r t i n g  o f  1981 l o a n  d a t a .  T h i s  form has  been 
s u b m i t t e d  t o  the  O f f i c e  o f  Management and B udget  i n  a c c o r d a n c e  w i t h  the  r e q u i r e ­
m ents  o f  t h e  Paperwork  R e d u c t i o n  A c t .  The B oa rd  w i l l  i s s u e  i t  i n  f i n a l  form 
o nce  the  0MB r e v i e w  p r o c e d u r e s  have  been c o m p le te d .

E F F E C T IV E  DATES:  The r e g u l a t i o n  t a k e s  e f f e c t  im m e d i a t e l y ,  e x c e p t  t h a t  a l o b b y
n o t i c e  r e q u i r e m e n t  t a k e s  e f f e c t  on September  30 ,  1981.

FOR FURTHER INFORMATION, CONTACT: John  C. Wood, S e n i o r  A t t o r n e y ,  o r  C l a u d i a
Y a r u s ,  J e s s e  F i l k i n s ,  o r  Lynn  G o l d f a d e n ,  S t a f f  A t t o r n e y s ,  D i v i s i o n  o f  Consumer  
and Community A f f a i r s ,  Boa rd  o f  G o v e r n o r s  o f  the  F e d e r a l  R e s e r v e  S y s te m ,  W a s h i n g ­
t o n ,  D .C .  20551  ( 2 0 2 - 4 5 2 - 3 8 6 7 ) .

SUPPLEMENTARY INFORMAT ION:  (1 )  G e n e r a l .  R e g u l a t i o n  C im p lem en t s  the  Home
M o r t g a g e  D i s c l o s u r e  Act  (H M D A ) , 12 U . S . C .  2801 e t  _ s e £ . , and r e q u i r e s  d e p o s i ­
t o r y  i n s t i t u t i o n s  o v e r  $10  m i l l i o n  i n  a s s e t s  t h a t  have o f f i c e s  i n  SMSAs t o  make 
a n nua l  d i s c l o s u r e  o f  t h e i r  m o r t ga ge  l e n d i n g  a c t i v i t y .  On O c to b e r  8, 1980 ,  p r o ­
v i s i o n s  o f  the  H o u s i n g  and Community  D eve lopm ent  Act  o f  1980  (Pub.  L. 9 6 - 3 9 9 )  
amended HMDA and e x te n d e d  i t  f o r  a f i v e - y e a r  p e r i o d .  The amendments r e q u i r e

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-  2 -

(1 )  t h a t  d e p o s i t o r y  i n s t i t u t i o n s  change  t h e i r  d a ta  c o m p i l a t i o n  and d i s c l o s u r e s  
f rom  a f i s c a l  t o  a c a l e n d a r  y e a r  b a s i s ,  b e g i n n i n g  w i t h  1980  d a t a ;  ( 2 )  t h a t  
d i s c l o s u r e s  be made by c e n s u s  t r a c t  and c o u n t y ,  r a t h e r  t han  by c e n s u s  t r a c t  
and  Z I P  c o d e ;  (3 )  t h a t  the  F e d e r a l  R e s e r v e  B oa rd  p r e s c r i b e  a s t a n d a r d  f o rm a t  
f o r  d i s c l o s u r e s ;  (4 )  t h a t  d i s c l o s u r e  s t a t e m e n t s  be made a v a i l a b l e  a t  c e n t r a l  
d a t a  r e p o s i t o r i e s  i n  each  SMSA; and ( 5 )  t h a t  a g g r e g a t e  d a ta  t a b l e s ,  c o v e r i n g  
a l l  i n s t i t u t i o n s  i n  each SMSA, be p r e p a r e d  and made a v a i l a b l e  by the  F e d e r a l  
F i n a n c i a l  I n s t i t u t i o n s  E x a m i n a t i o n  C o u n c i l  ( F F I E C ) .  On December 8,  1980 ,  the  
Boa rd  p u b l i s h e d  an amendment t o  R e g u l a t i o n  C t o  im p lement c a l e n d a r  y e a r  d i s c l o ­
s u r e s  f o r  1980  and  s u b se q u e n t  y e a r s  (45  FR 8 0 8 1 3 ) .

On F e b r u a r y  10,  1981 ,  the  Boa rd  p u b l i s h e d  a p r o p o s e d  r e v i s i o n  o f  
R e g u l a t i o n  C t o  im p lement  th e  r e m a i n i n g  s t a t u t o r y  c h a n g e s  (46  FR 1 1 7 8 0 ) ,  and 
r e c e i v e d  a p p r o x i m a t e l y  225  comments.  The Boa rd  i s  now a d o p t i n g  a r e v i s e d  
R e g u l a t i o n  C i n  f i n a l  fo rm.

The Board  has  a l s o  adop ted  a r e v i s e d  v e r s i o n - o f  the  HMDA-1 fo rm .  As 
r e q u i r e d  by t h e  Paperwork  R e d u c t i o n  A c t  (Pub. L.  9 6 - 5 1 1 ) ,  the  fo rm must  s t i l l  
u n d e r g o  0MB r e v i e w .  The B oa rd  w i l l  p u b l i s h  the  f i n a l  v e r s i o n  a f t e r  t h a t  r e v i e w  
has  been c o m p le t e d .

Under  5 U . S . C .  5 5 3 ( d ) ,  t h e  g e n e r a l  r e q u i r e m e n t  t o  d e l a y  t h e  e f f e c t i v e  
d a te  o f  a r u l e  u n t i l  30  d a y s  o r  more a f t e r  i t s  p u b l i c a t i o n  does  no t  a p p l y  where 
a s  i n  t h i s  c a s e ,  the  r u l e  r e l i e v e s  r e s t r i c t i o n s .  A c c o r d i n g l y ,  the  r e g u l a t i o n  
i s  e f f e c t i v e  im m e d i a t e l y ,  w i t h  the  e x c e p t i o n  o f  a l o b b y  n o t i c e  r e q u i r e m e n t  
w h ic h  becomes e f f e c t i v e  on September  30 ,  1 981 ,  to  a l l o w  t im e  f o r  a c h i e v i n g  
c o m p l i a n c e .

(2 )  R e v i s e d  r e g u l a t i o n . The B oa rd  ha s  t a k e n  t h i s  o p p o r t u n i t y  t o  
r e d r a f t  t h e  r e g u l a t i o n  in  a s i m p l i f i e d ,  more c o n c i s e  fo rm ,  i n  k e e p i n g  w i t h  t h e  
o b j e c t i v e s  o f  i t s  R e g u l a t o r y  Improvement P r o j e c t .  The r e v i s e d  r e g u l a t i o n  i s  
a p p r o x i m a t e l y  30  p e r c e n t  s h o r t e r  t han  the  o r i g i n a l  v e r s i o n ,  and s h o u l d  be 
e a s i e r  t o  u se  and com p ly  w i t h .  Some o f  the  p r i n c i p a l  c h a n g e s  i n  t h e  r e v i s e d  
r e g u l a t i o n  a r e  as  f o l l o w s .  F i r s t ,  d i s c l o s u r e s  a re  no l o n g e r  r e q u i r e d  a t  a 
b r a n c h  o f f i c e  i n  t h e  SMSA where  the  i n s t i t u t i o n ' s  home o f f i c e  i s  l o c a t e d .  A 
d i s c l o s u r e  s t a t e m e n t  w i l l  c o n t i n u e  t o  be a v a i l a b l e  a t  the  home o f f i c e ;  i t  w i l l  
c o n t a i n  c o m p le te  d a ta  f o r  a l l  SMSAs i n  wh ich  the  i n s t i t u t i o n  has  o f f i c e s .  
Se cond ,  d i s c l o s u r e s  a t  o t h e r  b r a n c h  o f f i c e s  a re  o n l y  r e q u i r e d  t o  g i v e  d a ta  
a b o u t  l o a n s  on p r o p e r t y  i n  the  SMSA where t h e  b r a n c h  i s  l o c a t e d .

T h i r d ,  the  " t o t a l  r e s i d e n t i a l  m o r t ga ge  l o a n s "  c a t e g o r y  ( t h a t  i s ,  t he  
sum o f  t h e  FHA/FmHA/VA l o a n  c a t e g o r y  and the  c o n v e n t i o n a l  l o a n  c a t e g o r y )  i s  
no l o n g e r  r e q u i r e d .  F o u r t h ,  g e o g r a p h i c  b reakdowns  a re  t o  be g i v e n  i n  te rm s  o f  
c e n s u s  t r a c t s  o r  c o u n t i e s ;  Z I P  c o d e s  a re  no l o n g e r  u sed .  F i f t h ,  an i n s t i t u t i o n  
may use  e i t h e r  1970  o r  1980  c e n s u s  t r a c t  b o u n d a r i e s  i n  g e o c o d i n g  l o a n s ,  u n t i l  
t h e  1980  c e n s u s  t r a c t  o u t l i n e  maps f o r  t h e  SMSA a re  i s s u e d  by t h e  C e n su s  Bu reau  
S i x t h ,  a l o b b y  n o t i c e  i s  r e q u i r e d  r e g a r d i n g  the  a v a i l a b i l i t y  o f  HMDA d a t a .  
F i n a l l y ,  an i n s t i t u t i o n  t h a t  has  exempt s t a t u s  and t h a t  s u b s e q u e n t l y  l o s e s  i t s  
e xem p t ion  m ust  b e g i n  t o  c o m p i l e  and r e p o r t  da ta  o n l y ,  i n  g e n e r a l ,  f o r  the  c a l e n  
d a r  y e a r  f o l l o w i n g  the  l o s s  o f  e xem p t ion  ( r a t h e r  than  f o r  t h e  p r e c e d i n g  y e a r ,  
as  i n  the  p r e s e n t  r e g u l a t i o n ) .
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The se  c h a n g e s  a re  d i s c u s s e d  i n  g r e a t e r  d e t a i l  be low ,  a l o n g  w i t h  o t h e r  
c h a n g e s  c o n t a i n e d  i n  the  r e v i s e d  r e g u l a t i o n .

§  2 03 . 1  A u t h o r i t y ,  p u r p o s e  and s c o p e .

S e c t i o n  2 03 .1  c o r r e s p o n d s  t o  §  2 0 3 . 1 ( a )  o f  the  e x i s t i n g  r e g u l a t i o n .  
( E x i s t i n g  §  2 0 3 . 1 ( b )  now a p p e a r s  i n  §  2 0 3 . 6 . )  I t  g i v e s  u s e r s  o f  the  r e g u l a t i o n  
a b r i e f  o v e r v i e w  o f  t h e  p u r p o s e ,  c o v e r a g e ,  and r e q u i r e m e n t s  o f  the  a c t  and r e g u ­
l a t i o n .  I t  does  n o t ,  how eve r ,  p r o v i d e  d e f i n i t i v e  a n sw e r s  on m a t t e r s  o f  c o v e r a g e  
and  r e g u l a t o r y  r e q u i r e m e n t s ;  t h e s e  a re  fo u n d  i n  t h e  r e m a in d e r  o f  the  r e g u l a t i o n .

P a r a g r a p h  (d )  r e f e r e n c e s  the  s y s t e m  o f  c e n t r a l  da ta  r e p o s i t o r i e s  and 
d a t a  a g g r e g a t i o n  mandated  by the  amended a c t .  The B oa rd  b e l i e v e s  t h a t  i n c l u d i n g  
i t  he re  may h e lp  e x p l a i n  some o f  the  r e g u l a t o r y  r e q u i r e m e n t s  and make the  
r e g u l a t i o n  e a s i e r  t o  u s e .

§  2 0 3 . 2  D e f i n i t i o n s .

A number o f  the  d e f i n i t i o n s  d i f f e r  from th e  e x i s t i n g  r e g u l a t i o n .
S e v e r a l  o f  the  d e f i n e d  te rm s  in  the  e x i s t i n g  r e g u l a t i o n  have  been d e l e t e d  and 
i n c o r p o r a t e d  i n t o  o t h e r  d e f i n i t i o n s .

B ranch  o f f i c e . The d e f i n i t i o n  c o n t i n u e s  t o  d e f i n e  b r a n c h  o f f i c e  in  
t e rm s  o f  a p p r o v a l  a s  a b r a n c h  by a s u p e r v i s o r y  a g e n c y .  A s p e c i f i c  e x c l u s i o n  
h a s  been added f o r  au tom ated  t e l l e r  m a c h in e s  and o t h e r  e l e c t r o n i c  t e r m i n a l s .  
A l t h o u g h  su ch  m a c h in e s  may r e q u i r e  a p p r o v a l  a s  b r a n c h e s ,  t h e y  a re  n o t  b r a n c h  
o f f i c e s  f o r  p u r p o s e s  o f  t h i s  r e g u l a t i o n .  A d m i n i s t r a t i v e  o f f i c e s ,  d a ta  p r o c e s ­
s i n g  o f f i c e s ,  and l o a n  p r o d u c t i o n  o f f i c e s  a re  no t  c o v e r e d  bec au se  t h e y  a re  n o t  
a p p r o v e d  a s  b r a n c h e s .

D e p o s i t o r y  i n s t i t u t i o n . The d e f i n i t i o n  c o n d i t i o n s  c o v e r a g e  on the  
m a k in g  o f  f e d e r a l l y  r e l a t e d  m o r t g a g e  l o a n s .  " F e d e r a l l y  r e l a t e d  m o r t ga ge  l o a n "  
i s  d e f i n e d  i n  a f o o t n o t e  ( i t  a p p e a r s  as  a s e p a r a t e l y  d e f i n e d  te rm  i n  th e  e x i s t i n g  
r e g u l a t i o n )  and i s  s i m i l a r  t o  the  d e f i n i t i o n  i n  the  Real  E s t a t e  S e t t l e m e n t  P r o ­
c e d u r e s  A c t .  An i n s t i t u t i o n  q u a l i f i e s  as  a d e p o s i t o r y  i n s t i t u t i o n  f o r  R e g u l a ­
t i o n  C p u r p o s e s  i f  ( 1 )  i t  makes f i r s t - l i e n  m o r tga ge  l o a n s  on l - t o - 4  f a m i l y  
d w e l l i n g s  i n  the  U n i t e d  S t a t e s  o r  P u e r t o  R i c o ,  and ( 2 )  i t  i s  f e d e r a l l y  i n s u r e d  
o r  r e g u l a t e d ,  or o r i g i n a t e s  l o a n s  t h a t  a re  i n s u r e d  o r  g u a r a n t e e d  by HUD, VA, o r  
a n o t h e r  f e d e r a l  a g e n c y ,  o r  t h a t  a r e  i n t e n d e d  t o  be s o l d  t o  FNMA, GNMA, o r  FHLMC.

The r e v i s e d  d e f i n i t i o n  i n c o r p o r a t e s  B oa rd  I n t e r p r e t a t i o n  §  2 0 3 . 0 0 1 ,  
c o n c e r n i n g  t h e  t r e a t m e n t  o f  m a j o r i t y - o w n e d  s u b s i d i a r i e s  ( b o th  d e p o s i t o r y  and 
n o n - d e p o s i t o r y )  o f  an i n s t i t u t i o n .  ( S i n c e  B oa rd  I n t e r p r e t a t i o n  §  2 0 3 . 0 0 1  i s  
now r e d u n d a n t ,  i t  i s  r e s c i n d e d . )

F e d e r a l  H o u s i n g  A u t h o r i t y  ( F H A ) ,  Fa rm ers  Home A d m i n i s t r a t i o n  (FmHA),  
o r  V e t e r a n s  A d m i n i s t r a t i o n "  ( VA) l o a n s .  These  l o a n s  a re  d e f i n e d  by r e f e r e n c e  
t o  t h e  a u t h o r i t y  i n  f e d e r a l  law f o r  t h e i r  i n s u r a n c e  o r  g u a r a n t e e .  The d e f i n i ­
t i o n  i s  v i r t u a l l y  unchanged  from the  e x i s t i n g  r e g u l a t i o n .
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Home improvement  l o a n . T h i s  d e f i n i t i o n  has  been changed  i n  s e v e r a l  
w ay s .  The e x i s t i n g  r e g u l a t i o n  r e q u i r e d  t h a t  a s e c u r e d  home im provem ent  l o a n  
be s e c u r e d  by c o l l a t e r a l  o t h e r  t han  a f i r s t  l i e n  on r e s i d e n t i a l  r e a l  p r o p e r t y .  
The F e b r u a r y  p r o p o s a l  wou ld  have r e q u i r e d  c l a s s i f i c a t i o n  o f  any  l o a n  made f o r  
home im provement  p u r p o s e s  - -  i n c l u d i n g  a l o a n  s e c u r e d  by a f i r s t  l i e n  - -  a s  a 
home improvement l o a n .  Under the  r e v i s e d  r e g u l a t i o n ,  i n s t i t u t i o n s  may t r e a t  
f f r s t - l i e n  l o a n s  f o r  home im provement  p u r p o s e s  i n  the  same way t h e y  n o r m a l l y  
r e c o r d  them. T h u s ,  t h e y  may c l a s s i f y  them e i t h e r  a s  home improvement  l o a n s  o r  
a s  home p u r c h a s e s .  F o o t n o t e  2 d i r e c t s  a t t e n t i o n  t o  t h i s  s p e c i a l  r u l e ,  w h ich  
i s  s e t  f o r t h  in  f o o t n o t e  3.

A r e f i n a n c i n g  f o r  home im provement  p u r p o s e s  i s  t o  be r e p o r t e d  a s  a 
home improvement  l o a n  w h e th e r  the  o r i g i n a l  l o a n  was f o r  home im p rovem ent ,  p u r ­
c h a s e  o f  a d w e l l i n g ,  o r  some o t h e r  p u r p o s e .  An e x c l u s i o n  f o r  c e r t a i n  t y p e s  o f  
r e f i n a n c e d  l o a n s  i n  c o n t a i n e d  i n  §  2 0 3 . 4 ( c ) ( 3 ) .

L i k e  t h e  e x i s t i n g  d e f i n i t i o n ,  t h e  r e v i s e d  v e r s i o n  r e q u i r e s  bo th  t h a t  
the  l o a n  be f o r  home im provem ent  p u r p o s e s  ( a s  s t a t e d  by the  b o r r o w e r )  and t h a t  
t h e  l o a n  be r e c o rd e d  as  a home im provem ent  l o a n  on th e  i n s t i t u t i o n ' s  b o o k s .
The r e c o r d i n g  r e q u i r e m e n t  i s  s a t i s f i e d  even  i f  t h e  i n s t i t u t i o n  u s e s  some o t h e r  
te rm  - -  s u c h  as  " m o d e r n i z a t i o n  l o a n s "  - -  t o  i d e n t i f y  l o a n s  t h a t  f a l l  w i t h i n  the  
d e f i n i t i o n  o f  home im provem ent  l o a n s .  The word " a p p l i c a t i o n "  r e p l a c e s  th e  word  
" t r a n s a c t i o n "  bec au se  th e  B oa rd  b e l i e v e s  t h a t  i t  more p r e c i s e l y  d e f i n e s  the  
t im e  a t  w h ich  th e  i n t e n t  o f  the  b o r r o w e r  i s  e x p r e s s e d .

Home p u r c h a s e  l o a n . T h i s  d e f i n i t i o n  c o r r e s p o n d s  to  the  e x i s t i n g  d e f i ­
n i t i o n  o f  r e s i d e n t i a l  m o r t ga ge  l o a n .  I t  has  been s u b s t a n t i a l l y  r e w r i t t e n .

The e x i s t i n g  d e f i n i t i o n  c o v e r e d  any l o a n  s e c u r e d  by a f i r s t  l i e n  on 
r e s i d e n t i a l  r e a l  p r o p e r t y .  The r e v i s e d  re g u l  a t i o n  g i v e s  i n s t i t u t i o n s  t h e - o p t i o n  
t o  c l a s s i f y  f i r s t - l i e n  home improvement  l o a n s  as  home improvement  l o a n s  i f  t h a t  
i s  t he  way the  i n s t i t u t i o n  n o r m a l l y  r e c o r d s  them. F o o t n o t e  3 to  t h e  r e v i s e d  
home p u r c h a s e  l o a n  d e f i n i t i o n  s e t s  f o r t h  t h i s  o p t i o n .

Any s e c u r e d  home p u r c h a s e  l o a n  i s  c o v e r e d  by the  d e f i n i t i o n ,  r e g a r d ­
l e s s  o f  the  t y p e  o f  l i e n .  The r e q u i r e m e n t  t h a t  i t  be s e c u r e d  by a f i r s t  l i e n  
has  been e l i m i n a t e d .  S i m i l a r l y ,  the  r e v i s e d  d e f i n i t i o n  i n c l u d e s  a l l  r e f i n a n ­
c i n g s  f o r  home p u r c h a s e  p u r p o s e s  ( o t h e r  t han  t h o s e  e x p r e s s l y  e x c l u d e d  unde r  
§  2 0 3 . 4 ( c ) ( 3 ) ) .

The r e v i s e d  d e f i n i t i o n  c l a r i f i e s  the  e x c l u s i o n  a p p l i c a b l e  t o  o t h e r  
than  permanent  f i n a n c i n g ,  by a p a r e n t h e t i c a l  r e f e r e n c e  t o  c o n s t r u c t i o n  and 
b r i d g e  l o a n s .  These  a re  t o  be e x c l u d e d  w h e th e r  o r  no t  t h e r e  i s  a f i r m  t a k e ­
ou t  commitment f o r  permanent  f i n a n c i n g .  I t  a l s o  i n c o r p o r a t e s  the  d e f i n i t i o n  
o f  r e s i d e n t i a l  r e a l  p r o p e r t y ,  w h ich  a p p e a r s  a s  a s e p a r a t e  d e f i n i t i o n  in  the  
e x i s t i n g  r e g u l a t i o n .

$ 2 0 3 . 3  E x e m p t i o n s .^

The c a t e g o r i e s  o f  d e p o s i t o r y  i n s t i t u t i o n s  e l i g i b l e  f o r  e x em p t ion  from 
R e g u l a t i o n  C a r e  the  same as  i n  the  e x i s t i n g  r e g u l a t i o n .
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I n  p a r a g r a p h  ( a ) ( 1 ) ,  t h e  o n l y  d i f f e r e n c e  i n  t h e  a s s e t  s i z e  e xem pt ion  
f rom  e x i s t i n g  §  2 0 3 . 3 ( a ) ( 1 )  i s  t h e  u se  o f  December 31 a s  t h e  d a te  f o r  d e t e r m i n i n g  
an i n s t i t u t i o n ' s  a s s e t  s i z e ;  t h e  e x i s t i n g  r e g u l a t i o n  u sed  t h e  p h r a s e  " t h e  l a s t  
day  o f  i t s  l a s t  f u l l  f i s c a l  y e a r . "

I n  p a r a g r a p h  ( a ) ( 2 ) ,  t h e  s u b s t i t u t i o n  o f  t h e  U . S .  D epa r tm en t  o f  
• Commerce f o r  t h e  O f f i c e  o f  Management and Budge t  (0MB) r e f l e c t s  an amendment 

t o  t h e  a c t .

The s t a t e  law  e xem p t ion  s e t  f o r t h  i n  p a r a g r a p h  (b )  i s  a v a i l a b l e  to  
s t a t e - c h a r t e r e d  d e p o s i t o r y  i n s t i t u t i o n s  t h a t  a re  s u b j e c t  to  s t a t e  law s  c o n ­
t a i n i n g  r e q u i r e m e n t s  s u b s t a n t i a l l y  s i m i l a r  to  t h o s e  o f  R e g u l a t i o n  C, i f  t h e r e  
i s  a l s o  a d eq u a te  p r o v i s i o n  f o r  e n f o rc e m e n t  o f  t h e  s t a t e  law. The p r o c e d u r e s  
to  be f o l l o w e d  i n  a p p l y i n g  t o  the  B oa rd  f o r  an e xem p t ion  a p p e a r  i n  A p p e n d i x  B 
to  t h e  r e v i s e d  r e g u l a t i o n .

A new p r o v i s i o n  i n  t h e  r e v i s e d  r e g u l a t i o n  im p lem en t s  c e r t a i n  amend­
ments  t o  t h e  a c t .  The se  amendments r e q u i r e  t h a t  l o a n  d a ta  f o r  a l l  d e p o s i t o r y  
i n s t i t u t i o n s ,  i n c l u d i n g  t h o s e  t h a t  a re  s u b j e c t  t o  s t a t e  law  i n  p l a c e  o f  the  
f e d e r a l  la w ,  be a g g r e g a t e d  and t h a t  d i s c l o s u r e  s t a t e m e n t s  be made a v a i l a b l e  a t  
t h e  c e n t r a l  r e p o s i t o r y  i n  each  SMSA. I n s t i t u t i o n s  exempt u n de r  th e  te rm s  o f  
t h i s  p r o v i s i o n  must s u b m i t  t h e  d a ta  r e q u i r e d  by t h e i r  s t a t e  law  to  t h e i r  s t a t e  
s u p e r v i s o r y  a g e n c i e s .  The se  a g e n c i e s  w i l l  then  f o rw a rd  the  d a ta  f o r  t r a n s m i t t a l  
t o  t h e  a p p r o p r i a t e  c e n t r a l  r e p o s i t o r y  and to  t h e  Boa rd  f o r  a g g r e g a t i o n .

P a r a g r a p h  ( c )  c o r r e s p o n d s  t o  e x i s t i n g  §  2 0 3 . 3 ( b ) ,  c o v e r i n g  l o s s  o f  
e xem p t ion .  The e x i s t i n g  r u l e  r e q u i r e d  t h a t  an i n s t i t u t i o n  c o m p i l e  and d i s c l o s e  
da ta  b e g i n n i n g  w i t h  t h e  l a s t  f u l l  f i s c a l  y e a r  p r e c e d i n g  t h e  y e a r  i n  w h ich  the  
exem pt ion  was l o s t .  The new r u l e  r e q u i r e s  an i n s t i t u t i o n  t h a t  becomes s u b j e c t  
t o  t h e  r e p o r t i n g  r e q u i r e m e n t s  d u r i n g  a c a l e n d a r  y e a r  t o  c o m p i l e  l o a n  da ta  
b e g i n n i n g  w i t h  t h e  c a l e n d a r  y e a r  f o l 1ow ing  the  y e a r  in  w h ich  the  i n s t i t u t i o n  
became s u b j e c t  t o  the  r e g u l a t i o n .  T h i s  r u l e  does  no t  a p p l y  t o  an i n s t i t u t i o n ,  
exempt u n d e r  t h e  s t a t e  law  exem p t ion .  I f  s u ch  an i n s t i t u t i o n  l o s e s  i t s  exemp­
t i o n ,  i t  must c o m p i l e  l o a n  da ta  b e g i n n i n g  w i t h  t h e  f i r s t  c a l e n d a r  y e a r  f o r  
w h ich  i t  d o e s  no t  f i l e  a r e p o r t  u n de r  s t a t e  law.

Some exa m p le s  may h e lp  t o  i l l u s t r a t e  how the  new r u l e  w o r k s .  F i r s t ,  
i f  an i n s t i t u t i o n  open s  a home o r  b r a n c h  o f f i c e  i n  an SMSA on A p r i l  1, 1982,  
t h e r e b y  l o s i n g  i t s  exempt s t a t u s ,  i t  must c o m p i l e  and r e p o r t  i t s  1983 d a ta .
(The r e p o r t  wou ld  have  t o  be a v a i l a b l e  by March  31, 1 9 8 4 . )

On the  o t h e r  harvd, i f  an i n s t i t u t i o n  has  been exempt b ec a u se  i t  i s  
s u b j e c t  t o  a s t a t e  d i s c l o s u r e  law ,  and t h e  i n s t i t u t i o n  l o s e s  t h a t  e xem pt ion  on 
A p r i l  1, 1982, t h e  r e s u l t  i s  d i f f e r e n t .  A s s u m in g  th e  i n s t i t u t i o n  has  made i t s  
s t a t e - r e q u i r e d  r e p o r t  c o v e r i n g  1981, and does  not have  t o  make a s t a t e  r e p o r t  
f o r  1982, t hen  i t  must b e g i n  c o m p i l i n g  and r e p o r t i n g  da ta  u n de r  R e g u l a t i o n  C 
f o r  1982 ,  m a k in g  i t  a v a i l a b l e  by March  31, 1983.

F i n a l l y ,  i f  on December 31,  1982, an i n s t i t u t i o n ' s  a s s e t s  exceed  $10  
• m i l l i o n  d o l l a r s  f o r  t h e  f i r s t  t im e ,  th e  i n s t i t u t i o n  must c o m p i l e  and r e p o r t  i t s  

1983 da ta  and make i t  a v a i l a b l e  by March  31, 1984.
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The r u l e  i n  p a r a g r a p h  ( c )  c o v e r s  not o n l y  an i n s t i t u t i o n  t h a t  l o s e s  
i t s  e x e m p t i o n ,  but a l s o  a new ly  c o v e r e d  i n s t i t u t i o n  t h a t  was n o t  p r e v i o u s l y  
s u b j e c t  t o  the  r e g u l a t i o n .  Fo r  e xam p le ,  an i n s t i t u t i o n  t h a t  does  n o t  make 
f e d e r a l l y  r e l a t e d  m o r t ga ge  l o a n s  as  d e f i n e d  in  f o o t n o t e  1 unde r  §  2 0 3 . 2  i s  n o t  
s u b j e c t  t o  the  r e g u l a t i o n .  I f  t he  i n s t i t u t i o n  t hen  b e g i n s  m ak ing  s u ch  l o a n s ,  
the  r u l e  i n  p a r a g r a p h  ( c ) ( 1 )  a p p l i e s .

A l t h o u g h  not  e x p r e s s l y  s t a t e d  i n  t h e  r e g u l a t i o n ,  new e x e m p t i o n s  w i l l  
become e f f e c t i v e  im m e d i a t e l y .  T h u s ,  a new ly  exempt i n s t i t u t i o n  need no t  r e p o r t  
l o a n  d a ta  f o r  the  y e a r  i n  w h ich  i t  becomes exempt o r  f o r  s u b se q u e n t  y e a r s ,  so  
l o n g  as  i t  r em a in s  exempt.

The new r u l e s  on change  o f  s t a t u s  make e x i s t i n g  Boa rd  I n t e r p r e t a t i o n  
§  2 0 3 . 0 0 2  no l o n g e r  a p p l i c a b l e ;  t h i s  i n t e r p r e t a t i o n  i s  t h e r e f o r e  r e s c i n d e d .

§  2 0 3 . 4  C o m p i l a t i o n  o f  l o a n  d a t a .

S e c t i o n  2 0 3 . 4  s e t s  f o r t h  t h e  r u l e s  f o r  t h e  c o m p i l a t i o n  o f  l o a n  da ta  
and d e s c r i b e s  what d a ta  a re  i n c l u d e d .  I t  c o n t a i n s  some s u b s t a n t i v e  c h a n g e s  
f rom  the  e x i s t i n g  r e g u l a t i o n  and a l s o  has  been s i g n i f i c a n t l y  r e w r i t t e n .

P a r a g r a p h  (a )  d e s c r i b e s  the  m o r t ga ge  l o a n  da ta  t o  be c o m p i l e d  on a 
c a l e n d a r  y e a r  b a s i s .  The c h a n g e o v e r  from  f i s c a l  y e a r  c o m p i l a t i o n  r e f l e c t s  one 
o f  the  amendments t o  the  a c t ;  the  e x i s t i n g  r e g u l a t i o n  was amended l a s t  y e a r  t o  
im p lem ent  t h i s  change  (45  FR 8 08 1 3 ,  December 8,  1 9 8 0 ) .

The r e v i s e d  r e g u l a t i o n  ( l i k e  t h e  e x i s t i n g  r e g u l a t i o n )  r e q u i r e s  t h a t  
l o a n  da ta  be shown i n  te rm s  o f  the  number o f  l o a n s  and the  t o t a l  d o l l a r  amount 
o f  l o a n s .  The d e f i n i t i o n  o f  " t o t a l  d o l l a r  a m o u n t , "  s e t  f o r t h  i n  e x i s t i n g  
§  2 0 3 . 4 ( a ) ( 3 ) ,  a p p e a r s  as  f o o t n o t e  4.  The e x i s t i n g  r e g u l a t i o n  e s s e n t i a l l y  
d e f i n e d  t o t a l  d o l l a r  amount as  the  p r i n c i p a l  b a l a n c e  due on a l o a n  ( e i t h e r  the  
o r i g i n a l  b a l a n c e  o r  the  b a l a n c e  due a t  the  t ime  the  l o a n  was p u r c h a s e d  from 
a n o t h e r  l e n d e r ) .  The r e g u l a t i o n  p e r m i t t e d  i n c l u s i o n  o f  u n p a id  f i n a n c e  c h a r g e s  
i n  t h e  c a s e  o f  p u r c h a s e d  home improvement l o a n s .  The o p t i o n  to  i n c l u d e  u n p a id  
f i n a n c e  c h a r g e s  now e x t e n d s  t o  o r i g i n a t e d  as  w e l l  a s  p u r c h a s e d  home improvement  
1 o a n s .

P a r a g r a p h  ( b ) ,  c o n c e r n i n g  fo rm a t  and i t e m i z a t i o n  o f  d a t a ,  i n c o r p o r a t e s  
p o r t i o n s  o f  e x i s t i n g  §  2 0 3 . 4 ( a )  and ( c )  and c o n t a i n s  a number o f  c h a n g e s .  I t  
r e q u i r e s  t h a t  d a ta  be c o m p i l e d  s e p a r a t e l y  f o r  o r i g i n a t i o n s  and p u r c h a s e s  (a s  
does  the  e x i s t i n g  r e g u l a t i o n ) ,  and r e q u i r e s  i n s t i t u t i o n s  t o  u se  a s t a n d a r d  d i s ­
c l o s u r e  fo rm a t  p r e s c r i b e d  by the  B o a rd ,  i n  k e e p in g  w i t h  a s t a t u t o r y  amendment.

The Boa rd  has  ad o p ted  a s t a n d a r d  form and a c c o m pa n y in g  i n s t r u c t i o n s ,  
b u t  i s  not p u b l i s h i n g  them t o d a y  b ec a u se  t h e y  must  be s u b m i t t e d  to  0MB f o r  
r e v i e w .  A f t e r  the  r e v i e w  p r o c e d u r e ,  the  f i n a l  fo rm  and i n s t r u c t i o n s  w i l l  be 
p u b l i s h e d  i n  t h e  F ede ra l  R e g i s t e r ,  and t h e y  w i l l  become A p p e n d ix  C t o  the  r e g u ­
l a t i o n .
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P a r a g r a p h  ( b ) ( 1 )  d e s c r i b e s  the  r e q u i r e d  g e o g r a p h i c  i t e m i z a t i o n  o f  
d a t a .  As i n  the  e x i s t i n g  r e g u l a t i o n ,  d a ta  g e n e r a l l y  must  be b ro ke n  down by 
t h e  SMSA w i t h i n  w h ich  the  p r o p e r t y  t h a t  s e c u r e s  t h e  l o a n  ( o r  t h a t  i s  t o  be 
im p ro v e d )  i s  l o c a t e d .  W i t h i n  each  SMSA, t h e  da ta  i s  t o  be f u r t h e r  i t e m i z e d  by 
t h e  c e n s u s  t r a c t  i n  w h ich  the  p r o p e r t y  i s  l o c a t e d .

P a r a g r a p h  ( b ) ( l ) ( i )  s e t s  f o r t h  two e x c e p t i o n s  t o  c e n s u s  t r a c t  
r e p o r t i n g ;  t h e s e  d i f f e r  t o  some e x t e n t  from the  e x i s t i n g  r e g u l a t i o n .  F i r s t ,  
l o a n s  r e l a t i n g  t o  p r o p e r t y  i n  any  c o u n t y  h a v i n g  a p o p u l a t i o n  o f  3 0 , 0 0 0  o r  l e s s  
m u s t  be i t e m i z e d  by c o u n t y  r a t h e r  t han  by c e n s u s  t r a c t .  (The te rm  " c o u n t y "  
i n c l u d e s  s i m i l a r  s t a t e  p o l i t i c a l  s u b d i v i s i o n s  su ch  a s  p a r i s h e s . )  T h i s  e x c e p ­
t i o n  im p lem en t s  an amendment t o  t h e  a c t .

The r e v i s e d  r e g u l a t i o n  s p e c i f i e s - t h a t  the  1980  c e n s u s  c o u n t  i s  t o  
be u sed  f o r  d e t e r m i n i n g  w h e th e r  a c o u n t y  has  a p o p u l a t i o n  o f  3 0 , 0 0 0  o r  l e s s .
In  o r d e r  t o  p r o v i d e  a s im p l e  r u l e ,  t h e  r e g u l a t i o n  does  no t  r e q u i r e  a d ju s t m e n t  
o f  t h e  1980  c e n s u s  f i g u r e s  i n  l a t e r  y e a r s .  Fo r  e xa m p le ,  i f  a c c o r d i n g  t o  the  
1 9 8 0  c e n s u s  t h e  c o u n t y  had a p o p u l a t i o n  o f  2 8 , 0 0 0 ,  an i n s t i t u t i o n  may d i s c l o s e  
l o a n s  on p r o p e r t y  i n  t h a t  c o u n t y  by the  c o u n t y  name ( r a t h e r  t han  c e n s u s  t r a c t )  
f o r  1981 and  l a t e r  y e a r s ,  even  i f  t he  p o p u l a t i o n  o f  t h e  c o u n t y  s u b s e q u e n t l y  
s u r p a s s e s  3 0 , 0 0 0 .

The s e c o n d  e x c e p t i o n  t o  c e n s u s  t r a c t  r e p o r t i n g  i s  t h a t  an i n s t i t u t i o n  
m ust  a l s o  i t e m i z e  l o a n s  by c o u n t y  i f  the  p r o p e r t y  i s  i n  an a re a  t h a t  has  no t  
been  a s s i g n e d  c e n s u s  t r a c t  numbers  on t h e  maps i n  t h e  "CENSUS  TRACTS, P H C 8 0 -2 "  
s e r i e s  ( o r  on t h e  c o r r e s p o n d i n g  1970  s e r i e s ) .  T h i s  r u l e  a p p l i e s  even  t o  c o u n t i e s  
w i t h  p o p u l a t i o n s  o v e r  3 0 , 0 0 0 .  I t  c o r r e s p o n d s  t o  th e  c u r r e n t  p r o v i s i o n  i n  R e g u ­
l a t i o n  C p e r m i t t i n g  c o m p i l a t i o n  on th e  b a s i s  o f  Z I P  code  f o r  u n t r a c t e d  a r e a s .

The r u l e  s e t  f o r t h  i n  p a r a g r a p h  ( b ) ( l ) ( i i )  i s  u nchanged  from th e  
e x i s t i n g  r e g u l a t i o n :  t h e  d a ta  need n o t  be b roken  down a t  a l l  f o r  l o a n s  on
p r o p e r t y  l o c a t e d  o u t s i d e  any  SMSA in  w h ich  t h e  i n s t i t u t i o n  ha s  a home o r  b r a nch  
o f f i c e .  The i n s t i t u t i o n  may s i m p l y  r e p o r t  a l l  su ch  l o a n s  as  a lump sum f i g u r e .  
T h i s  r u l e  a p p l i e s  bo th  t o  l o a n s  on p r o p e r t y  o u t s i d e  any  SMSA and t o  l o a n s  on 
p r o p e r t y  i n  an SMSA where  the  i n s t i t u t i o n  has  no home o r  b r a n ch  o f f i c e .

P a r a g r a p h  ( b ) ( 2 )  r e q u i r e s  t h a t  l o a n  d a ta  f o r  each  g e o g r a p h i c  c a t e g o r y  
( c e n s u s  t r a c t ,  c o u n t y ,  e t c . )  be f u r t h e r  i t e m i z e d  by t y p e  o f  l o a n .  The l o a n  
c a t e g o r i e s  a re  s u b s t a n t i v e l y  unchanged  from t h o s e  i n  th e  e x i s t i n g  r e g u l a t i o n  
e x c e p t  t h a t  the  " a l l  r e s i d e n t i a l  m o r t g a g e  l o a n s "  c a t e g o r y ,  d e s c r i b e d  i n  e x i s t i n g  
§  2 0 3 . 4 ( a ) ( 1 ) ( i  i i ) ,  has  been d e l e t e d .  That  c a t e g o r y  r e p r e s e n t e d  the  sum o f  
t h e  p r e c e d i n g  two home p u r c h a s e  c a t e g o r i e s  (FHA/ FmHA/VA l o a n s  and c o n v e n t i o n a l  
m o r t g a g e  l o a n s ) ;  i t  d i d  no t  p r o v i d e  new o r  d i f f e r e n t  i n f o r m a t i o n ,  and hence  i s  
u n n e c e s s a r y .  D e l e t i o n  o f  t h i s  c a t e g o r y  w i l l  mean im med ia te  c o s t  s a v i n g s  f o r  
many i n s t i t u t i o n s  and u l t i m a t e l y  w i l l  r e s u l t  i n  s a v i n g s  even  t o  i n s t i t u t i o n s  
t h a t  must  r e p r o g ra m  t h e i r  c o m p u t e r s  b ec au se  o f  t h i s  d e l e t i o n .

P a r a g r a p h  ( b ) ( 2 )  ( v ) r e q u i r e s  an i n s t i t u t i o n  t o  p r e s e n t ,  as  an a d d e n ­
dum i t e m ,  d a ta  a b o u t  l o a n s  made t o  n o n - o c c u p a n t  b o r r o w e r s  ( t h o s e  who d i d  no t  
i n t e n d  - -  a t  th e  t im e  o f  l o a n  a p p l i c a t i o n  - -  t o  u se  th e  p r o p e r t y  as  a p r i n c i p a l  
d w e l l i n g ) .  T h i s  r e q u i r e m e n t ,  how eve r ,  does  no t  a p p l y  t o  l o a n  d a ta  i n  the  
o u t s i d e - S M S A  c a t e g o r y .
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F o o t n o t e  6 i n c o r p o r a t e s  p a r t  o f  e x i s t i n g  §  2 0 3 . 4 ( c ) .  The f o o t n o t e  
p e r m i t s  an i n s t i t u t i o n  to  a s sum e,  u n l e s s  i t s  r e c o r d s  on a p a r t i c u l a r  l o an  
c o n t a i n  i n f o r m a t i o n  t o  t h e  c o n t r a r y ,  t h a t  a p u r c h a s e d  l o a n  was t o  an o c c u p a n t  
b o r r o w e r .  The p h r a s e  i n  e x i s t i n g  §  2 0 3 . 4 ( c )  l i m i t i n g  t h i s  p r e s u m p t i o n  t o  l o a n s  
on l - t o - 4  f a m i l y  d w e l l i n g s  ha s  been d e l e t e d  as  u n n e c e s s a r y ,  s i n c e  p a r a g r a p h
( b ) ( 2 ) ( v )  a p p l i e s  o n l y  t o  s u c h  l o a n s .

P a r a g r a p h  ( c ) ,  l i s t i n g  c e r t a i n  m o r t g a g e  l o a n  d a ta  t h a t  a r e  t o  be 
e x c l u d e d  f rom  d a ta  c o m p i l a t i o n ,  c o r r e s p o n d s  t o  e x i s t i n g  §  2 0 3 . 4 ( a ) ( 4 ) ( i ) .  
P a r a g r a p h s  ( c ) ( 1 )  and ( 3 ) ,  r e g a r d i n g  l o a n s  on w h ich  t h e  i n s t i t u t i o n  a c t s  i n  a 
f i d u c i a r y  c a p a c i t y  and c e r t a i n  r e f i n a n c i n g s  t h a t  i n v o l v e  no i n c r e a s e  i n  t h e  
o u t s t a n d i n g  p r i n c i p a l  b a l a n c e ,  a r e  c a r r i e d  o v e r  w i t h o u t  change  f rom the  e x i s t i n g  
r e g u l a t i o n .  P a r a g r a p h  ( c ) ( 2 )  s p e c i f i c a l l y  e x c l u d e s  l o a n s  on u n im p ro ve d  l a n d ,  
and c o r r e s p o n d s  t o  a l i m i t a t i o n  t o  im proved  r ea l  p r o p e r t y  c o n t a i n e d  i n  t h e  
e x i s t i n g  d e f i n i t i o n  o f  " r e s i d e n t i a l  r e a l  p r o p e r t y . "

P a r a g r a p h  ( d ) ,  d e f i n i n g  g e o g r a p h i c  u n i t s  f o r  c o m p i l a t i o n  p u r p o s e s ,  
p a r a l l e l s  §  2 0 3 . 4 ( b )  o f  t h e  e x i s t i n g  r e g u l a t i o n .  The r e f e r e n c e  to  t h e  O f f i c e  
o f  Management and B u d g e t ,  a s  t h e  a ge n cy  r e s p o n s i b l e  f o r  d e f i n i n g  SMSA b o u n d a r i e s ,  
has  been r e p l a c e d  by a r e f e r e n c e  t o  t h e  U . S .  D epa r tm en t  o f  Commerce, r e f l e c t i n g  
an amendment t o  t h e  a c t .

P a r a g r a p h  ( d ) ( 1 )  p r o v i d e s  t h a t  f o r  c o m p i l a t i o n  p u r p o s e s ,  SMSA b o u n d ­
a r i e s  a r e  t h o s e  i n  e f f e c t  on J a n u a r y  1 o f  t h e  y e a r  i n  w h ich  t h e  l o a n s  a r e  made, 
r e f l e c t i n g  t h e  s t a t u t o r y  change  from f i s c a l  t o  c a l e n d a r  y e a r  c o m p i l a t i o n .  Th u s ,  
even i f  a c o u n t y  becomes p a r t  o f  an SMSA d u r i n g  t h e  r e p o r t i n g  y e a r ,  a l l  l o a n s  
made i n  t h e  c o u n t y  i n  t h a t  y e a r  a r e  t o  be r e p o r t e d  as  b e i n g  o u t s i d e  the  SMSA.
F o r  the  s u c c e e d i n g  y e a r ,  l o a n s  made i n  t h a t  c o u n t y  w i l l  be r e p o r t e d  a s  b e i n g  
w i t h i n  t h e  SMSA.

The e x i s t i n g  r e g u l a t i o n  p e r m i t t e d  a d e p o s i t o r y  i n s t i t u t i o n  t o  u se  
maps,  d i r e c t o r i e s ,  o r  com pute r  p ro g ra m s  t h a t  c o n t a i n e d  more r e c e n t  d e f i n i t i o n s  
o f  SMSA a r e a s  t h a n  t h o s e  i n  e f f e c t  on t h e  f i r s t  day  o f  t h e  r e p o r t i n g  y e a r .
B ecau se  o f  t h e  need f o r  u n i f o r m i t y  i n  a g g r e g a t i o n ,  t h e  Boa rd  has  e l i m i n a t e d  
t h i s  o p t i o n .  As no ted  a b o ve ,  t h e  r e g u l a t i o n  r e q u i r e s  t h a t  d e p o s i t o r y  i n s t i t u ­
t i o n s  a l l  u s e  t h e  SMSA d e f i n i t i o n  i n  e f f e c t  on J a n u a r y  1 o f  t h e  c a l e n d a r  y e a r  
t o  w h ich  t h e  d i s c l o s u r e  s t a t e m e n t  r e l a t e s ,  so  t h a t  a l l  t h e  r e p o r t s  f o r  a g i v e n  
SMSA w i l l  be c o n s i s t e n t  w i t h  each  o t h e r .  A d e p o s i t o r y  i n s t i t u t i o n  may s t i l l  
u se  d i r e c t o r i e s  o r  com pute r  p ro g ra m s  i n s t e a d  o f  maps t o  t a b u l a t e  l o a n s  by SMSA, 
c e n s u s  t r a c t ,  o r  c o u n t y ,  p r o v i d e d  t h e  c o r r e c t  SMSA and c e n s u s  t r a c t  d e f i n i t i o n s  
have  been i n c o r p o r a t e d  i n t o  the  d i r e c t o r y  o r  p rog ram .

P a r a g r a p h  ( d ) ( 2 )  r e q u i r e s ,  i n  g e n e r a l ,  t h a t  1980 c e n s u s  t r a c t  maps be 
u sed  f o r  c o m p i l a t i o n  p u r p o s e s .  B ecau se  the  com p le te  s e r i e s  o f  t r a c t  maps f o r  
t h e  1980 c e n s u s  i s  n o t  y e t  a v a i l a b l e  f o o t n o t e  7 p r o v i d e s  f l e x i b i l i t y  f o r  an 
i n t e r i m  p e r i o d .  An i n s t i t u t i o n  may c o n t i n u e  t o  u se  the  1970 c e n s u s  t r a c t s  
u n t i l  t h e  1980 s e r i e s  maps a re  a v a i l a b l e  f o r  i t s  SMSA. I n s t i t u t i o n s  t h a t  r e p o r t  
l o a n s  i n  s e v e r a l  SMSAs may c o n t i n u e  t o  u se  the  1970 c e n s u s  t r a c t s ,  s w i t c h i n g  to  
t h e  1980  s e r i e s  maps f o r  any g i v e n  SMSA when t h a t  s e r i e s  becomes a v a i l a b l e .
T h i s  d i f f e r s  from the  p r o p o s a l ,  w h ich  wou ld  have  r e q u i r e d  i n s t i t u t i o n s  to  u se  
t h e  1970 c e n s u s  t r a c t  maps u n t i l  t h e  c o m p le te  s e r i e s  o f  1980 maps f o r  a l l  SMSAs 
became a v a i l a b l e .
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I n s t i t u t i o n s  a r e  n o t  r e q u i r e d  t o  s w i t c h  t o  th e  1980 s e r i e s  maps m id ­

y e a r .  Once t h e  1980 s e r i e s  maps a r e  i s s u e d  by the  Bu reau  o f  t h e  C en su s  f o r  any 
g i v e n  SMSA,  i n s t i t u t i o n s  must  u se  t h o s e  maps f o r  t h a t  SMSA b e g i n n i n g  w i t h  
J a n u a r y  1 o f  t h e  n e x t  c a l e n d a r  y e a r .  The B oa rd  b e l i e v e s  t h a t  a l l o w i n g  u se  o f  
e i t h e r  1970  o r  1980 c e n s u s  t r a c t s ,  p e n d in g  a v a i l a b i l i t y  o f  t h e  1980 s e r i e s ,  
p r o v i d e s  needed  f l e x i b i l i t y .  Some i n s t i t u t i o n s  have  a l r e a d y  begun t o  geocode  
l o a n s  on t h e  b a s i s  o f  1980 c e n s u s  t r a c t s ,  u s i n g  s t r e e t  a d d r e s s  i n d e x e s  w h ich  
a r e  c u r r e n t l y  a v a i l a b l e  f o r  t h e  u rb an  a r e a s  o f  many SMSAs .  M a n d a t i n g  an imme­
d i a t e  c h a n g e o v e r  t o  1980 t r a c t s  f o r  a l l  i n s t i t u t i o n s  i s  n o t  f e a s i b l e  in  t h e  
a b se n c e  o f  t h e  c o m p le te  s e r i e s  o f  1980  c e n s u s  t r a c t  maps.

S e c t i o n  2 0 3 . 4 ( b ) ( 3 )  o f  t h e  e x i s t i n g  r e g u l a t i o n ,  d e a l i n g  w i t h  a p p l i ­
c a b l e  Z I P  c o d e s ,  has  been d e l e t e d  a s  o b s o l e t e .

§  2 0 3 . 5  D i s c l o s u r e  and r e p o r t i n g  r e q u i r e m e n t s .

The t i t l e  o f  r e v i s e d  §  2 0 3 . 5  r e f l e c t s  t h e  f a c t  t h a t ,  u nde r  t h e  amended 
a c t ,  d e p o s i t o r y  i n s t i t u t i o n s  a r e  r e q u i r e d  not  o n l y  t o  d i s c l o s e  m o r t g a g e  l o a n  
d a t a  a t  c e r t a i n  o f f i c e s ,  bu t  a l s o  t o  r e p o r t  t h e  d a t a  - -  f o r  p u r p o s e s  o f  a v a i l ­
a b i l i t y  a t  c e n t r a l  d a ta  r e p o s i t o r i e s  and f o r  m u l t i - i n s t i t u t i o n a l  d a ta  a g g r e g a ­
t i o n  by t h e  F e d e r a l  F i n a n c i a l  I n s t i t u t i o n s  E x a m i n a t i o n  C o u n c i l .  T h i s  s e c t i o n  
c o n t a i n s  s e v e r a l  c h a n g e s  from e x i s t i n g  §  2 0 3 . 5 .

P a r a g r a p h  (a )  r e f l e c t s  t h e  change  i n  b a s i s  f o r  c o m p i l a t i o n  from f i s c a l  
y e a r  t o  c a l e n d a r  y e a r .  I t  s e t s  M arch  31 a s  t h e  due da te  f o r  t h e  annua l  d i s c l o ­
s u r e  s t a t e m e n t s ,  t h u s  r e t a i n i n g  t h e  9 0 - d a y  i n t e r v a l  p r o v i d e d  by t h e  e x i s t i n g  
r e g u l a t i o n .  The f i v e - y e a r  r e t e n t i o n  p e r i o d  a p p l i e s  o n l y  t o  d i s c l o s u r e  s t a t e ­
ments  a t  an i n s t i t u t i o n ' s  o f f i c e s .  The a c t  and r e g u l a t i o n  do no t  s e t  a r e t e n ­
t i o n  p e r i o d  f o r  d a ta  on f i l e  a t  th e  c e n t r a l  d a ta  r e p o s i t o r i e s .

P a r a g r a p h  (b )  r e p r e s e n t s  a s u b s t a n t i a l  r e v i s i o n  o f  i t s  c o u n t e r p a r t  
i n  t h e  e x i s t i n g  r e g u l a t i o n .  I t  r e q u i r e s  a v a i l a b i l i t y  o f  th e  e n t i r e  d i s c l o s u r e  
s t a t e m e n t  a t  t h e  home o f f i c e ,  bu t  p e r m i t s  a b r a n c h  o f f i c e  d i s c l o s u r e  s t a t e m e n t  
t o  om it  a l l  t h e  d a ta  r e l a t i n g  t o  p r o p e r t y  l o c a t e d  o u t s i d e  the  SMSA where t h a t  
b r a n c h  o f f i c e  i s  l o c a t e d .  A b r a n c h  o f f i c e  d i s c l o s u r e  u n de r  t h e  r e v i s e d  r e g u l a ­
t i o n  need o n l y  c o n t a i n  d a ta  c o n c e r n i n g  l o a n s  on p r o p e r t y  l o c a t e d  in  t h a t  b r a n c h ' s  
SMSA. T h i s  d a t a  m ust ,  o f  c o u r s e ,  be b ro ke n  down by c e n s u s  t r a c t  ( o r  by c o u n t y ,  
i f  one o f  t h e  a v a i l a b l e  e x c e p t i o n s  a p p l i e s ) .  I n s t i t u t i o n s  may p r o v i d e  more 
t h a n  t h e  minimum d i s c l o s u r e s  r e q u i r e d ,  i f  t h e y  w i s h  - -  s u ch  as  t o t a l  f i g u r e s  
by SMSA f o r  o t h e r  SMSAs i n  w h ich  t h e  i n s t i t u t i o n  ha s  o f f i c e s ,  and a t o t a l  f i g u r e  
f o r  a l l  l o a n s  o u t s i d e  s u ch  SMSAs .  I n s t i t u t i o n s  a l s o  c o n t i n u e  t o  have  t h e  o p t i o n  
o f  m a k in g  the  e n t i r e  d i s c l o s u r e  s t a t e m e n t  a v a i l a b l e  a t  b r a n c h  o f f i c e s .

P a r a g r a p h  ( b ) ( 2 )  a l s o  d i f f e r s  from  e x i s t i n g  §  2 0 3 . 5 ( b ) ( l ) ( i i ) i n  t h a t  
i t  no l o n g e r  r e q u i r e s  t h a t  a d i s c l o s u r e  s t a te m e n t  be made a v a i l a b l e  a t  a b r a n c h  
o f f i c e  t h a t  i s  i n  t h e  same SMSA as  t h e  home o f f i c e .  The B oa rd  b e l i e v e s  t h a t  
t h i s  r e q u i r e m e n t  i s  n o t  mandated by t h e  s t a t u t e ,  and i s  u n n e c e s s a r y ,  g i v e n  the  
new p r o v i s i o n  f o r  c e n t r a l  d a ta  r e p o s i t o r i e s .

P a r a g r a p h  ( b ) ( 3 ) ,  l i k e  e x i s t i n g  §  2 0 3 . 5 ( b ) ( 4 ) ,  r e q u i r e s  an i n s t i t u t i o n  
t o  r e s p o n d  p r o m p t l y  t o  r e q u e s t s  foi* i n f o r m a t i o n  abou t  t h e  o f f i c e s  where  i t s  

d i s c l o s u r e  s t a t e m e n t s  a re  a v a i l a b l e .
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E x i s t i n g  §  2 0 3 . 5 ( b ) ( 2 )  has  been d e l e t e d .  I t  d e a l t  w i t h  t h e  a v a i l ­
a b i l i t y  o f  d i s c l o s u r e  s t a t e m e n t s  a t  i n s t i t u t i o n s  ( s u c h  a s  some c r e d i t  u n i o n s )  
whose o f f i c e s  a re  i n a c c e s s i b l e  t o  t h e  g e n e r a l  p u b l i c .  The B oa rd  b e l i e v e s  t h a t  
i f  an i n s t i t u t i o n  doe s  n o t  a c c e p t  d e p o s i t s  from the  g e n e r a l  p u b l i c ,  i t  i s  l e s s  
e s s e n t i a l  t o  make i t s  s t a t e m e n t s  a v a i l a b l e  i n  a p u b l i c  p l a c e .  The se  i n s t i t u ­
t i o n s  rema in  s u b j e c t ,  o f  c o u r s e ,  t o  the  r e q u i r e m e n t s  r e g a r d i n g  a v a i l a b i l i t y  o f  
d i s c l o s u r e  s t a t e m e n t s  a t  home and b r a n c h  o f f i c e s .  In  a d d i t i o n ,  t h e  d i s c l o s u r e  
s t a t e m e n t s  o f  t h e s e  i n s t i t u t i o n s  w i l l  now be a v a i l a b l e  to  the  g e n e r a l  p u b l i c  
a t  t h e  c e n t r a l  d a ta  r e p o s i t o r i e s .

P a r a g r a p h  ( c ) ,  c o n c e r n i n g  p h o t o c o p y i n g  and h o u r s  o f  a v a i l a b i l i t y ,  
i n c o r p o r a t e s  m in o r  l a n g u a g e  c h a n g e s  f o r  c l a r i f i c a t i o n  bu t  i s  s u b s t a n t i v e l y  
unchanged  f rom  § 2 0 3 . 5 ( c )  o f  t h e  e x i s t i n g  r e g u l a t i o n .

N o t i f i c a t i o n  o f  t h e  a v a i l a b i l i t y  o f  m o r t ga ge  l o a n  d a t a ,  r e q u i r e d  by 
e x i s t i n g  §  2 0 3 . 5 ( b ) ( 3 ) ,  had been d e l e t e d  by the  p r o p o s a l .  A f t e r  c o n s i d e r a t i o n  
o f  t h e  comments,  th e  Boa rd  b e l i e v e s  t h a t  t h e  n o t i c e  s e r v e s  t h e  u s e f u l  p u r p o s e  
o f  a d v i s i n g  i n t e r e s t e d  p a r t i e s  ab o u t  t h e  a v a i l a b i l i t y  o f  t h e  d a t a .  S e c t i o n  
2 0 3 . 5 ( d )  o f  t h e  r e v i s e d  r e g u l a t i o n  r e q u i r e s  a l o b b y  n o t i c e .

T h i s  new r e q u i r e m e n t  d i f f e r s  from  the  e x i s t i n g  r e g u l a t i o n ,  w h ich  
r e q u i r e d  n o t i c e  and l i s t e d  t h r e e  e xam p le s  o f  methods  t h a t  s a t i s f i e d  t h e  
r e q u i r e m e n t :  n o t i c e  i n  an a c c o u n t  s t a t e m e n t  t o  d e p o s i t o r s ,  p u b l i c a t i o n  in
a n ew sp ap e r ,  and n o t i c e  p o s t e d  i n  l o b b i e s  o f  t h e  i n s t i t u t i o n ' s  o f f i c e s .

A s i m p l e  p o s t e r  g i v i n g  n o t i c e  o f  t h e  a v a i l a b i l i t y  o f  t h e  i n s t i t u t i o n ' s  
HMDA d a ta  w i l l  s u f f i c e .  The re  a r e  no s p e c i a l  f o rm a t  o r  t y p e - s i z e  r e q u i r e m e n t s ,  
and no r e q u i r e d  t e r m i n o l o g y .  To m in im i z e  the  c o s t s  t o  i n s t i t u t i o n s ,  t h e  B oa rd  
w i l l  p r o v i d e  p o s t e r s  t h a t  i n s t i t u t i o n s  may u se  i f  t h e y  w i s h .

P a r a g r a p h  (e )  i s  new. I t  r e q u i r e s  t h a t  a d e p o s i t o r y  i n s t i t u t i o n  
send  two c o p i e s  o f  i t s  e n t i r e  d i s c l o s u r e  s t a t e m e n t  - -  t h e  same s t a t e m e n t  t h a t  
i t  makes a v a i l a b l e  a t  i t s  home o f f i c e  —  to  the  a p p r o p r i a t e  r e g i o n a l  o f f i c e  o f  
i t s  s u p e r v i s o r y  a g e n c y  ( a s  l i s t e d  i n  A p p e n d i x  A ) .  T h i s  t r a n s m i t t a l  t o  the  
s u p e r v i s o r y  a g e n c y  w i l l  be the  f i r s t  s t e p ' i n  th e  p r o c e s s  by w h ich  d i s c l o s u r e  
s t a t e m e n t s  w i l l  become a v a i l a b l e  a t  c e n t r a l  d a ta  r e p o s i t o r i e s  and d a ta  w i l l  be 
a g g r e g a t e d  t o  c o v e r  a l l  r e p o r t i n g  i n s t i t u t i o n s  i n  each SMSA. The due d a te  f o r  
r e p o r t i n g  t o  the  s u p e r v i s o r y  a ge n cy  i s  t h e  same as  t h a t  f o r  d i s c l o s u r e  a t  home 
and b r a n c h  o f f i c e s .

$ 2 0 3 . 6  A d m i n i s t r a t i v e  e n f o rc em e n t  and s a n c t i o n s  f o r  v i o l a t i o n s .

P a r a g r a p h  ( a ) ,  w h ich  c o r r e s p o n d s  t o  e x i s t i n g  §  2 0 3 . 1 ( b )  and l i s t s  
t h e  a g e n c i e s  r e s p o n s i b l e  f o r  e n f o r c i n g  the  a c t  and r e g u l a t i o n ,  ha s  been 
r e l o c a t e d  t o  t h i s  s e c t i o n  f o r  c o n s i s t e n c y  in  fo rm a t  w i t h  o t h e r  r e g u l a t i o n s  
i s s u e d  by t h e  B o a rd .

P a r a g r a p h  (b )  c o r r e s p o n d s  t o  §  2 0 3 . 6  o f  t h e  e x i s t i n g  r e g u l a t i o n .  I t  
s t a t e s  t h a t  d e p o s i t o r y  i n s t i t u t i o n s  found  t o  be i n  v i o l a t i o n  a re  s u b j e c t  to  
a d m i n i s t r a t i v e  s a n c t i o n s  s e t  f o r t h  in  §  305 o f  t h e  a c t .  I t  a l s o  p r o v i d e s  r e l i e f  
f o r  an u n i n t e n t i o n a l  e r r o r  i n  c o m p i l a t i o n  o r  d i s c l o s u r e  r e s u l t i n g  from a bona 
f i d e  m i s t a k e  as  l o n g  as  t h e  d e p o s i t o r y  i n s t i t u t i o n  m a i n t a i n s  p r o c e d u r e s  r e a s o n ­
a b l y  adapted  t o  a v o i d  any s u ch  e r r o r .
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Appendix A -- Federal enforcement agencies.

Appendix A l i s t s  the federal enforcement agencies for the various 
types of depository institutions subject to Regulation C.

Appendix B -- State exemptions.

Appendix B describes the procedures for seeking a Board determination 
of exemption in accordance with § 203.3(b). I f  the Board determines that certain 
state-chartered depository institutions are subject to state laws that are sub­
stantially similar to the federal law and that provide adequate provision for 
enforcement, the Board may exempt these institutions from the requirements of 
the federal law.

The procedures set forth in Appendix B correspond to those found in 
the state exemption supplement to the existing regulation, with editorial 
revisions and a few additional provisions. Paragraph (d) contains a paren­
thetical reference to § 203.3(b) to note the requirement that exempt in s t i ­
tutions send the state-required loan data to their state supervisory agencies.

Paragraph (e) corresponds to original paragraphs (d)(2) and (e). 
Paragraph (e)(1) c lar if ies that the Board may require a reapplication for an 
exemption because of amendments to the act or regulation. Depending upon the 
extent of the amendments, the Board may require a complete application or simply 
updating of information in areas affected by the amendment.

In the case of the most recent amendments to the act, which required 
the Board to promulgate this revised regulation, the Board will require a 
complete reapplication by the currently exempt states.

Paragraph (e)(5) was added to the supplement to address situations 
when certain of the revocation procedures might be inappropriate.

Appendix C —  Mortgage Loan Disclosure Form (HMDA-1).

The Board has adopted a revised version of the mortgage loan disclo­
sure form HMDA-1, which institutions must use to report loan data for 1981 and 
subsequent years. This form i s  not being published at this time. It is being 
submitted to the Office of Management and Budget for review, in keeping with 
the requirements of the Paperwork Reduction Act. The Board will publish it in 
final form once the 0MB review procedures have been completed.

(3) Regulatory analysis. A regulatory analysis was published with 
the proposed regulation in February, to comply both with the expanded rulemaking 
procedures set forth in the Board's policy statement of January 19, 1979 
(44 FR 3957), and with the requirements of the Regulatory Flexibil ity Act 
(Pub. L. 96-354). A final regulatory analysis has been prepared, but is not 
being published in the Federal Register. Copies may be obtained from the 
Consumer Affairs office of any Federal Reserve Bank or from the Board's Division 
of Consumer and Community Affairs, Board of Governors of the Federal Reserve 
System, Washington, D. C. 20551.
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(4) FFIEC's aggregation tables. The 1980 amendments to HMDA require 
that the FFIEC aggregate the loan data covering all institutions in each SMSA, 
and that it  publish tables showing lending patterns on the basis of location, 
income level, age of housing stock, and racial characteristics. The Board 
published proposed formats for the tables, on behalf of the FFIEC, when it 
published the proposed revision of the regulation in February. The comments 
received concerning the proposed tables have been transmitted to the FFIEC for 
its  consideration. No further versions of the tables are being published at 
this time.

/

(5) Text of revised regulation. In consideration of the foregoing 
and pursuant to the authority granted in 12 U.S.C. 2804(a), the Board hereby 
amends Regulation C (12 CFR Part 203) to read as follows:

PART 203 -- HOME MORTGAGE DISCLOSURE

§ 203.1 
§ 203.2 
§ 203.3 
§ 203.4 
§ 203.5 
§ 203.6 
Appendix A 
Appendix B 
Appendix C

Authority, purpose, and scope.
Definitions.
Exemptions.
Compilation of loan data.
Disclosure and reporting requirements.
Administrative enforcement and sanctions for violations. 
Federal enforcement agencies.
State exemptions.
[Reserved for disclosure form and instructions.]

§ 203.1 Authority, purpose and scope.

(a) Authority. This regulation is issued by the Board of Governors 
of the Federal Reserve System pursuant to the Home Mortgage Disclosure Act of 
1975, as amended (Title 12, §§ 2801 through 2811 of the United States Code).

(b) Purpose. The purpose of this regulation is to provide the public 
with loan data to determine whether depository institutions are serving the 
housing needs of the communities and neighborhoods in which they are located.
The purpose is also to assist public offic ia ls  in distributing public sector 
investments so as to attract private investment to neighborhoods where it  is 
needed. This regulation is not intended to encourage unsound lending practices 
or the allocation of credit.

(c) Scope. This regulation applies to depository institutions that 
make federally related mortgage loans. It requires a covered depository in s t i ­
tution to disclose loan data at certain of its offices and to report the data 
to its supervisory agency.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



J
13

(d) Central data repositories. The act requires that the loan data 
be made available at central data repositories located within each standard 
metropolitan statistical area. It also requires the Federal Financial In s t i ­
tutions Examination Council to aggregate mortgage loan data for all in st itu ­
tions in each standard metropolitan statistical area, showing lending patterns 
by location, age of housing stock, income level, and racial character!'sties.
A l i s t ing  of central data repositories can be obtained from the Department of 
Housing and Urban Development, Washington, D.C. 20410, or from any of the 
agencies listed in Appendix A.

§ 203.2 Definitions.

For the purposes of this regulation, the following definitions apply:

(a) Act means the Home Mortgage Disclosure Act of 1975 (Title I I I  of 
Public Law 94-200), as amended in 1980 (Title I I I  of Public Law 96-399), codified 
in Title 12, §§ 2801 through 2811 of the United States Code.

(b) Branch office means an office approved as a branch of the deposi­
tory institution by its federal or state supervisory agency, but excludes free­
standing automated teller machines and other electronic terminals.

(c) Depository institution means a commercial bank, savings bank, 
savings and loan association, building and loan association, homestead associ­
ation (including a cooperative bank), or credit union, that makes federally 
related mortgage loans. \ j  A majority-owned non-depository subsidiary is 
deemed to be part of its parent depository institution for the purposes of 
this regulation. A majority-owned depository subsidiary may, at the parent 
depository inst itution 's  option, be treated as part of its parent or as a 
distinct entity.

1/ "Federally related mortgage loan" means any loan (other than temporary 
financing such as a construction loan) that

(i) Is secured by a f i r s t  lien on residential real property (including 
individual units of condominiums and cooperatives) that is designed princi­
pally for the occupancy of from 1 to 4 families and is located in a state; 
and

(i i ) (A) Is made in whole or in part by a depository institution the 
deposits or accounts of which are insured by an agency of the federal 
government, or by a depository institution that is regulated by an agency 
of the federal government; or

(B) Is made in whole or in part, or is insured, guaranteed, supple­
mented, or assisted in any way, by the Secretary of Housing and Urban 
Development or any other officer or agency of the federal government or 
under or in connection with a housing or urban development program admini­
stered by any such officer or agency; or

(C) -Is intended to be sold by the depository institution that 
originates the loan to the Federal National Mortgage Association, the 
Government National Mortgage Association, or the Federal Home Loan Mortgage 
Corporation, or to a financial institution from which it is to be purchased 
by the Federal Home Loan Mortgage Corporation.
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(d) Federal Housing Authority (FHA), Farmers Home Administration 
(FmHA), or Veterans Administration (VA) loans means mortgage loans insured 
under Title I I  of the National Housing Act or under Title V of the Housing Act 
of 1949 or guaranteed under Chapter 37 of Title 38 of the United States Code.

(e) Home improvement loan means any loan, including a refinancing, 
(i) whose proceeds, as stated by the borrower to the lender at the time of the 
loan application, are to be used for repairing, rehabilitating, or remodeling 
a residential dwelling located in a state; and ( i i )  that is recorded on the 
depository inst itut ion 's  books as a home improvement loan, U

(f) Home purchase loan means any loan, including a refinancing, 
secured by and made for the purpose of purchasing residential real property 
located in a state (including single-family homes, dwellings for from 2 to 4 
families, other multi-family dwellings, and individual units of condominiums 
or cooperatives). 2/ The term does not include temporary financing (such as 
a bridge loan or a construction loan) or the purchase of an interest in a 
pool of mortgage loans (such as mortgage participation certificates issued 
or guaranteed by the Federal Home Loan Mortgage Corporation, the Government 
National Mortgage Association, or the Farmers Home Administration).

(g) State means any state of the United States of America, the 
District of Columbia, and the Commonwealth of Puerto Rico.

§ 203.3 Exemptions.

(a) Asset size and location. A depository institution is exempt • 
from all requirements' of this regulation

(1) If  its  total assets on December 31 are $10,000,000 or less; or

(2) I f  it  has neither a home office nor a branch office in a standard 
metropolitan statistical area (SMSA) as defined by the U.S. Department of 
Commerce.

(b) State law. A state-chartered depository institution is exempt 
from the requirements of this regulation i f  it  is  subject to state laws that 
contain, as determined by the Board in accordance with Appendix B, (1) require­
ments substantially similar to those imposed by this regulation, and (2) ade­
quate provisions for enforcement. For purposes of data aggregation, however, 
an institution exempted under this paragraph shall submit the data required by 
the disclosure laws of its  state to its state supervisory agency.

2/ See footnote 3.

3/ An institution may categorize a f irs t - l ien  loan made for home improvement 
purposes as a home purchase loan i f  that is the manner in which it  normally 
records f irs t - l ien  loans.
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(c) Change of status. (1) An institution that becomes subject to 
the requirements of this regulation shall compile loan data beginning with the 
calendar year following the year in which it  becomes subject, except that:

(2) An institution that is exempt under § 203.3(b) and that subse­
quently loses its exemption shall compile loan data in compliance with this 
regulation beginning with the calendar year following the year for which it  
last reported loan data under the state disclosure law.

§ 203.4 Compilation of loan data.

(a) Data to be included. A depository institution shall compile 
data on the number and total dollar amount i./ of home purchase and home improve 
ment loans that it originates and purchases, for each calendar year beginning 
with calendar year 1981.

(b) Format. The loan data shall be compiled separately for origina­
tions and purchases, using the form set forth in Appendix C, and shall be 
itemized as follows:

(1) Geographic itemization. The loan data shall be itemized by stan 
dard metropolitan statistical area (SMSA). Within each SMSA, the data shall be 
further itemized by the census tract in which the property to be purchased or 
improved is located, except that

(i) If the property is located in a county with a population 5/ of
30,000 or less or in an area that has not been assigned census tracts, itemiza­
tion by county shall be used instead of itemization by census tract.

( i i )  If the property is located outside any SMSA, or is located in 
an SMSA in which the institution has neither a home nor a branch office, no 
itemization (by SMSA, county, or census tract) is required and the data for 
all such loans shall instead be listed as an aggregate sum.

4/ "Total dollar amount" means (i) the original principal amount of loans 
originated by the depository institution (to the extent of its ownership 
interest, when the loan is made jointly or cooperatively) and ( i i )  the 
unpaid balance of loans purchased by the depository institution (to the 
extent of its ownership interest in such purchased loans). For home 
improvement loans, whether originated or purchased, the amount to be 
reported may include unpaid finance charges.

5/ The population is to be determined by reference to the "1980 Census of
Population, NUMBER OF INHABITANTS, PC80-1-A" series prepared by the Bureau 
of the Census, U.S. Department of Commerce, Washington, D.C. 20233. Until 
this publication becomes available, county population shall be determined 
using the "1980 Census of Population and Housing, FINAL POPULATION AND 
HOUSING UNIT COUNTS (Advance Reports), PHC80-V" series, also prepared by 
the Bureau of the Census.
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(2) Type-of-loan itemization. The loan data within each geographic 
category described in paragraph (b)(1) of this section shall be further itemized 
as follows:

(i) FHA, FmHA, and VA loans on l-to-4 family dwellings;

( i i )  Other home purchase (conventional) loans on l-to-4 family
dwe'l 1 i ngs;

( i i i )  Home improvement loans on l-to-4 family dwellings;

(iv) Total home purchase and home improvement loans on dwellings for 
more than 4 fami 1 ies;. and

(v) Total home purchase and home improvement loans on l-to-4 family 
dwellings (from categories ( i ) ,  ( i i ) ,  and ( i i i )  above) made to any borrower 
who did not, at the time of the loan application, intend to use the property 
as a principal dwelling. .6/ This addendum item is not required for loans on 
property in the outside-SMSAs category described in paragraph (b)(1) ( i i )  of 
this section.

(c) Excluded data. A depository institution shall not disclose loan
data for

(1) Loans originated and purchased by the depository institution 
acting as trustee or in some other fiduciary capacity;

(2) Loans on unimproved land; or

(3) Refinancings that the depository institution originates, i f  
there is no increase in the principal that is outstanding on the existing loan 
at the time of the refinancing and i f  the institution and the borrower are the 
same parties on the existing loan and the refinancing.

(d) SMSAs and census tracts. For purposes of geographic itemization

(1) A depository institution shall use the SMSA boundaries defined 
by the U.S. Department of Commerce, Washington, D. C. 20233, as of the f ir s t  
day of the calendar year for which the data are compiled.

6/ A depository institution may assume, unless its records contain information 
to the contrary, that a loan that it purchases does not fall within this 
category.
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(2) A depository institution shall use the census tract numbers and 
boundaries on the census tract maps in the "1980 Census of Population and 
Housing, CENSUS TRACTS, PHC80-2" series prepared by the Bureau of-the Census.Z/ 
If a census tract number is duplicated within an SMSA, then the census tract 
shall also be identified by county, city, or town name.

§ 203.5 Disclosure and reporting requirements.

(a) Time requirements for disclosure statements. A depository 
institution shall make its loan data disclosure statements available to the 
public by March 31 following the calendar year for which the data were compiled, 
and shall continue to make them available for five years from that date.

(b) Offices at which disclosure statements are to be made available. 
(1) A depository institution shall make a complete disclosure statement 
available at its home office.

(2) A depository institution shall also make a disclosure state­
ment available in at least one branch office in each SMSA where it has offices,
other than the SMSA in which the home office is located. The statement at a
branch office may omit, at the option of the institution, all data other than
the data relating to property located in the SMSA where that branch is located.

(3) Upon request, a depository institution shall promptly provide 
information regarding the office(s) of the institution where its disclosure 
statements are available.

(c) Manner of making disclosure statements available. A depository 
institution shall make its loan data disclosure statements available to anyone 
requesting them for inspection or copying during the hours the office is normally 
open to the public for business. A depository institution that provides photo­
copying fac i l i t ies  may impose a reasonable charge for this service.

(d) Notice of availabil ity. A depository institution shall provide 
notice of the availabi1ity of its mortgage loan data by posting a notice in the 
lobbies of its home and branch offices that are located in SMSAs.

(e) Reporting requirements. For purposes of data aggregation, a 
depository institution shall send two copies of its complete disclosure state­
ment to the regional office of its enforcement agency by March 31 fo l1 owing'the 
calendar year for which the data were compiled.

7/ An institution may use either 1970 or 1980 census tract boundaries in 
geocoding loans in an SMSA until the 1980 census tract outline maps for 
that SMSA become available from the Bureau of the Census.
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§ 203.6 Administrative enforcement and sanctions for v iolations.

(a) Administrative enforcement. As set forth more fully in §§ 305(b) 
and 306(b) of the act, compliance with the act and this regulation is enforced 
by the Comptroller of the Currency, the Federal Reserve System, the Federal 
Deposit Insurance Corporation, the Federal Home Loan Bank Board, and the 
National Credit Union Administration.

(b) Sanctions for violations. (1) A violation of the act or this 
regulation is subject to administrative sanctions as provided in § 305(c) of 
the act.

(2) An error in compiling or disclosing required data is not con­
sidered a violation of the act or this regulation if  the error was unintentional 
and resulted from a bona fide mistake despite the maintenance of procedures 
reasonably adapted to avoid such an error.
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FEDERAL ENFORCEMENT AGENCIES

The following l i s t  indicates which federal agency enforces Regulation C 
for particular c lasses 'of institutions. Any questions concerning compliance by a 
particular institution should be directed to the appropriate enforcing agency.

NATIONAL BANKS

Comptroller of the Currency
Office of Customer and Community Programs
Washington, D.C. 20219

STATE MEMBER BANKS

Federal Reserve Bank serving the distr ict  in which the state member bank is 
1ocated.

NONMEMBER INSURED BANKS AND MUTUAL SAYINGS BANKS

Federal Deposit Insurance Corporation Regional Director for the region in which 
the bank is located.

SAVINGS INSTITUTIONS’INSURED BY THE FSLIC AND MEMBERS OF THE FHLB SYSTEM 
(except for Savings Banks insured by FDIC)

The Federal Home Loan Bank Board Supervisory Agent in the d istr ict in which the 
institution is located.

CREDIT UNIONS

Office of Consumer Affairs 
National Credit Union Administration 
1776 G Street, N.W.
Washington, D.C. 20456

OTHER DEPOSITORY INSTITUTIONS

Federal Deposit Insurance Corporation Regional Director for the region in 
which the institution is located.
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STATE EXEMPTIONS

(3 ) App1ication. Any state, } j  state-chartered depository in st itu ­
tion, or association of such depository institutions may apply to the Board 
pursuant to this appendix and the Board's Rules of Procedure (12 CFR 262) for 
an exemption under § 203.3(b). Such an exemption requires a determination that 
a state-chartered depository institution is subject to state law requirements J./ 
substantially similar to those imposed by this regulation, and that there is 
adequate provision for enforcement of those requirements.

(b) Supporting documents. The application, which may be made by 
letter, shall include

(1) A copy of the full text of the relevant state law, including 
provisions for enforcement;

(2) A statement of reasons why the state requirements are substan­
t ia l ly  similar to those imposed by the act and this regulation, including an 
explanation why any differences are not significant; and

(3) An undertaking to inform the Board within 30 days of the occur­
rence of any change in the relevant state law.

(c) Public notice of f i l i n g . The Board will publish in the Federal 
Register notice of the f i l ing of an application that complies with the above 
requirements. A copy of the application will be made available for examination 
during business hours at the Board and at the Federal Reserve Bank of each 
Federal Reserve District in which the applicant is situated. The Board will 
provide a period of time for interested persons to submit written comments.
For multiple applications concerning the same state law, the Board may (1) 
consolidate the notice of receipt of all such applications in one Federal 
Register notice, and (2) dispense with publication of notice of applications 
subsequently received.

(d) Grant of exemption. If the Board determines that some or all 
state-chartered depository institutions are subject to requirements substan­
t ia l l y  similar to those imposed by this regulation, and that there is adequate 
provision for enforcement, the Board will exempt such institution(s) from

y  "State" includes any subdivision of a state.

j?/ "State law" includes any regulations which implement the law, any official 
interpretations of the law, and regulations of a state agency or department 
that has jurisdiction over a class(es) of depository institutions.
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the -requirements of this regulation (except as specified in § 203. 3(b)) by 
publishing notice of the exemption in the Federal Register. The Board also 
will furnish a copy of the notice to the applicant, to each state authority 
responsible for administrative enforcement of the state law, to the regulatory 
authorities specified in § 305(b) of the act, and to each participant in the 
proceeding.

(e) Subsequent amendments; revocation of exemption. (1) The Board 
will inform the appropriate state official of any subsequent amendments to this 
regulation (including published interpretations of the Board) that might require 
amendment of the state law. The Board may require reapplication for an exemption.

(2) The Board reserves the right to revoke an exemption i f  at any 
time it determines that state law does not in fact impose requirements substan­
t ia l ly  similar to those imposed by this regulation, or that there is  not in 
fact adequate provision for enforcement.

(3) The Board will publish notice of its  intent to revoke an exemp­
tion in the Federal Register and will send the notice to the appropriate state 
off ic ia l.  The Board will allow time after publication for interested persons 
to submit written comments.

(4) If  an exemption is revoked, the Board will publish notice of the 
revocation in the Federal Register and will send a copy of the notice to the 
appropriate state official and to the regulatory authorities specified in
§ 305(b) of the act.

(5) The Board may dispense with the procedures set forth in this 
section in any case in which it finds such procedures unnecessary.

By order of the Board of Governors, August 4, 1981.

[signed] William W. Wiles 
Wi11iam W. Wiles 

Secretary of the Board

[SEAL]
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