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equity lines, mergers, and loan
applications received through a broker.
The Board believes the proposed
commentary will reduce burden and
ease compliance by clarifying a number
of issues, by providing flexibility in
compliance, and by consolidating the
guidance that is currently available from
a variety of sources.
DATES: Comments must be received on
or before August 7, 1995.
ADDRESSES: Comments should refer to
Docket No. R–0881 and may be mailed
to William W. Wiles, Secretary, Board of
Governors of the Federal Reserve
System, 20th Street and Constitution
Avenue, NW., Washington, DC 20551.
Comments also may be delivered to
Room B–2222 of the Eccles Building
between 8:45 a.m. and 5:15 p.m.
weekdays, or to the guard station in the
Eccles Building courtyard on 20th
Street, NW. (between Constitution
Avenue and C Street) at any time.
Comments received will be available for
inspection in Room MP–500 of the
Martin Building between 9 a.m. and 5
p.m. weekdays, except as provided in 12
CFR 261.8 of the Board’s rules regarding
availability of information.
FOR FURTHER INFORMATION CONTACT: Jane
Jensen Gell, W. Kurt Schumacher, or
Manley Williams, Staff Attorneys,
Division of Consumer and Community
Affairs, Board of Governors of the
Federal Reserve System, at (202) 452–
3667 or (202) 452–2412; for the hearing
impaired only, Dorothea Thompson,
Telecommunications Device for the
Deaf, at (202) 452–3544.

SUPPLEMENTARY INFORMATION:

I. Background
The Board’s Regulation C (12 CFR

Part 203) implements the Home
Mortgage Disclosure Act of 1975
(HMDA) (12 U.S.C. 2801 et seq). HMDA
requires most mortgage lenders located
in metropolitan areas to collect data
about their housing-related lending
activity. Annually, lenders must file
reports with their federal supervisory
agencies and make disclosures available
to the public. The reports and
disclosures cover loan originations,
applications that do not result in
originations (for example, applications
that are denied or withdrawn), and loan
purchases. Information reported
includes the location of the property to
which the loan or application relates;
the race or national origin, gender, and
gross annual income of the borrower or
applicant; and the type of purchaser for
loans sold in the secondary market.

The Board has received many requests
from other supervisory agencies and
from financial institutions suggesting

adoption of a staff commentary to
Regulation C to provide guidance on
compliance with the regulation. In
response, the Board is proposing to
issue a staff commentary (12 CFR part
203 (Supp. I)) that interprets the
regulation. The Board believes the
commentary will provide significant
assistance to institutions by clarifying a
number of issues and providing
flexibility in compliance with the
regulation. The proposed commentary
follows the narrative format used in
most of the Board’s other staff
commentaries, such as those issued to
interpret Regulation Z (12 CFR part 226)
and Regulation B (12 CFR part 202). The
proposed commentary provides general
guidance in applying the regulation to
various transactions, and would be
updated periodically to address
significant questions that arise.

II. Explanation of Proposed
Commentary

The proposed commentary
incorporates much of the guidance in A
Guide to HMDA Reporting—Getting It
Right!, developed by member agencies
of the Federal Financial Institutions
Examination Council (FFIEC) (the Office
of the Comptroller of the Currency, the
Federal Deposit Insurance Corporation,
the Office of Thrift Supervision, the
National Credit Union Administration,
and the Federal Reserve Board), and the
Department of Housing and Urban
Development. Other sources of material
in the proposed commentary include
supplementary information published
in the Federal Register notice of the
amendments to Regulation C recently
adopted by the Board (59 FR 63698,
December 9, 1994) and other Federal
Register notices on Regulation C, and
portions of Appendix A to the
regulation. The Board believes that
consolidating the guidance that is
currently available from a variety of
sources into one source will ease
compliance and reduce burden.

The Board solicits suggestions on
additional issues that are not addressed
in this proposal but that may need
clarification, and will consider adding
commentary material to address such
issues in the final version of the
commentary.

In cases where provisions of
Regulation C have been modified by the
amendments issued by the Board in
December 1994 (scheduled to take effect
on a mandatory basis in calendar year
1996), the relevant commentary
provisions relate to those amendments
rather than the existing regulatory
requirements.

Most of the proposed commentary
material is self-explanatory. The

following discussion, however, provides
some explanation on a few of the points
covered in the proposal.

Section 203.1—Authority, Purpose, and
Scope

1(c) Scope

Refinancings
Proposed comments 1(c)–3 and –4

clarify that an origination includes the
refinancing of a home purchase loan for
purposes of determining coverage and
exemptions from coverage. The
comments provide guidance on
alternate ways an institution may
identify transactions to determine
coverage and data collection
requirements.

Participations
Proposed comment 1(c)–7 would

allow the reporting of an institution’s
partial interest in a participation loan, at
the institution’s option. Among other
things, this would allow an institution
to report its partial interest in a large-
dollar home purchase or home
improvement loan. Of course, given the
exclusion in section 203.4(d) from
reporting the purchase of an interest in
a loan pool, the present comment is
intended to allow the reporting of
partial interests where the reporting
institution has a direct interest in the
loan itself, and not an interest in a
security such as a mortgage-backed
security.

The Board solicits comment on
whether reporting participation interests
in this manner will address home
mortgage lending by a consortium of
lenders. A consortium may be
structured in several ways. If a
consortium is a nonprofit mortgage
lender, it would not be covered under
Regulation C. If the consortium is a for-
profit mortgage lender that meets the
tests for coverage under Regulation C, it
would report applications and loans
originated by the consortium. If the
consortium is structured so that
participating lenders underwrite and
originate a loan, each lender may report
its partial interest in the loan.

Section 203.2—Definitions

2(b) Application

Prequalifications

Financial institutions must report
action taken upon applications for (as
well as originations and purchases of)
home purchase and home improvement
loans (including refinancings).
Institutions have asked the Board for
clarification on the correct treatment
under Regulation C of prequalification
and preapproval programs.


