
63398 Federal Register / Vol. 60, No. 237 / Monday, December 11, 1995 / Rules and Regulations

of foreign banks, commercial lending
companies owned or controlled by foreign
banks, and entities operating under section
25 or 25(a) of the Federal Reserve Act, 12
U.S.C. 601 and 611 (Edge Act and Agreement
corporations) are not ‘‘banks’’ under the
Federal Deposit Insurance Act. These entities
are nonetheless covered by HMDA if they
meet the tests for a nondepository mortgage
lending institution found in §§ 203.2(e)(2)
and 203.3(a)(2) of Regulation C. (Appendix A
of this part, Paragraphs I.C. and I.D.)

2(f) Home-improvement loan.
1. Definition. A home-improvement loan is

a loan that is made for the purpose of home
improvement and that is classified by the
institution as a home-improvement loan.
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 2.)

2. Statement of the applicant. An
institution may rely on the oral or written
statement of an applicant regarding the
proposed use of loan proceeds. (Appendix A
of this part, Paragraphs IV. and V.A.5. Code
2.c.)

3. Home-equity lines. An institution that
has chosen to report home-equity lines of
credit reports as a home-improvement loan
only the part of a home-equity line that is
intended for home improvement. An
institution that reports home-equity lines
reports the disposition of all applications, not
just originations. (Appendix A of this part,
Paragraphs IV. and V.A.5. Code 2.c.)

4. Classification requirement. An
institution has ‘‘classified’’ a loan as a home-
improvement loan if it has entered the loan
on its books as a home-improvement loan, or
has otherwise coded or identified the loan as
a home-improvement loan. For example, an
institution that has booked a loan or reported
it on a ‘‘call report’’ as a home-improvement
loan has classified it as a home-improvement
loan. An institution may also classify loans
as home-improvement loans in other ways
(for example, by color-coding loan files).
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 2.)

5. Improvements to real property. Home
improvements include improvements both to
a dwelling and to the real property on which
the dwelling is located (for example,
installation of a swimming pool, construction
of a garage, or landscaping). (Appendix A of
this part, Paragraphs IV. and V.A.5. Code 2.)

6. Commercial and other loans. A loan for
improvement purposes originated outside an
institution’s consumer lending division (such
as a loan to improve an apartment building
made through the commercial loan
department) is reported if the institution
classifies it as a home-improvement loan.
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 1.)

7. Multiple-purpose loan. A loan for home
improvement and for other purposes is
treated as a home-improvement loan even if
less than 50 percent of the total loan
proceeds are to be used for improvement,
provided the institution classifies the loan as
a home-improvement loan. (Appendix A of
this part, Paragraphs IV. and V.A.5. Code 2.)
(But see comment (2)(f)–3 of this supplement
on home-equity lines of credit.)

8. Mixed-use property. A loan to improve
property used for residential and commercial

purposes (for example, a building containing
apartment units and retail space) satisfies the
purpose requirement if the loan proceeds are
primarily to improve the residential portion
of the property. If the loan proceeds are to
improve the entire property (for example, to
replace the heating system), the loan satisfies
the purpose requirement if the property itself
is primarily residential. An institution may
use any reasonable standard to determine the
primary use of the property, such as by
square footage or by the income generated.
An institution may select the standard to
apply on a case-by-case basis. To report the
loan as a home-improvement loan, the
institution must also classify it as such.
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 2.)

2(g) Home-purchase loan.
1. Multiple properties. A home-purchase

loan includes a loan secured by one dwelling
and used to purchase another dwelling.
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 1.)

2. Mixed-use property. A loan to purchase
property used primarily for residential
purposes (for example, an apartment building
containing a convenience store) is a home-
purchase loan. An institution may use any
reasonable standard to determine the primary
use of the property, such as by square footage
or by the income generated. An institution
may select the standard to apply on a case-
by-case basis. (Appendix A of this part,
Paragraphs IV.A., IV.B.1., and V.A.5. Code 1.)

3. Farm loan. A loan to purchase property
used primarily for agricultural purposes is
not a home-purchase loan even if the
property includes a dwelling. An institution
may use any reasonable standard to
determine the primary use of the property,
such as by reference to the exemption from
Regulation X (Real Estate Settlement
Procedures, 24 CFR 3500.5(b)(1)) for a loan
on property of 25 acres or more. An
institution may select the standard to apply
on a case-by-case basis. (Appendix A of this
part, Paragraphs IV.B.1. and V.A.5. Code 1.)

4. Commercial and other loans. A home-
purchase loan includes a loan originated
outside an institution’s residential mortgage
lending division (such as a loan for the
purchase of an apartment building made
through the commercial loan department).
For home-purchase loans, there is no
classification test. (Appendix A of this part,
Paragraphs IV. and V.A.5. Code 1.)

5. Construction and permanent financing.
A home-purchase loan includes both a
combined construction/permanent loan and
the permanent financing that replaces a
construction-only loan. It does not include a
construction-only loan, which is considered
‘‘temporary financing’’ under Regulation C
and is not reported. (Appendix A of this part,
Paragraphs IV.A. and B.2, and V.A.5. Code 1.)

6. Home-equity line. An institution that has
chosen to report home-equity lines of credit
reports as a home-purchase loan only the part
that is intended for home purchase. An
institution may rely on the applicant’s oral or
written statement about the proposed use of
the funds. An institution that reports home-
equity lines reports the disposition of all
applications, not just the originations.
(Appendix A of this part, Paragraphs IV. and
V.A.5. Code 1.)

Section 203.3—Exempt Institutions
3(a) Exemption based on location, asset

size, or number of home-purchase loans.
1. General. An institution that ceases to

meet the tests for HMDA coverage (such as
the 10 percent test for nondepository
institutions) or becomes exempt may stop
collecting HMDA data beginning with the
next calendar year. For example, a bank
whose assets drop to $10 million or less on
December 31 of a given year reports data for
that full calendar year, but does not report
data for the succeeding calendar year.
(Appendix A of this part, Paragraph I.)

2. Coverage after a merger. Several
scenarios of data collection responsibilities
for the calendar year of a merger are
described below. Under all the scenarios, if
the merger results in a covered institution,
that institution must begin data collection
January 1 of the following calendar year.
(Appendix A of this part, Paragraph I.)

i. Two institutions are exempt from
Regulation C because of asset size. The
institutions merge. No data collection is
required for the year of the merger (even if
the merger results in a covered institution).

ii. A covered institution and an exempt
institution merge. The covered institution is
the surviving institution. For the year of the
merger, data collection is required for the
covered institution’s transactions. Data
collection is optional for transactions
handled in offices of the previously exempt
institution.

iii. A covered institution and an exempt
institution merge. The exempt institution is
the surviving institution, or a new institution
is formed. Data collection is required for
transactions of the covered institution that
take place prior to the merger. Data collection
is optional for transactions taking place after
the merger date.

iv. Two covered institutions merge. Data
collection is required for the entire year. The
surviving or resulting institution files either
a consolidated submission or separate
submissions for that year.

3. Mergers versus purchases in bulk. If a
covered institution acquires loans in bulk
from another institution (for example, from
the receiver for a failed institution) but no
merger or acquisition of an institution is
involved, the institution reports the loans as
purchased loans. (Appendix A of this part,
Paragraph V.B.)
Section 203.4—Compilation of Loan Data

4(a) Data format and itemization.
1. Quarterly updating. An institution must

make a good-faith effort to record all data
concerning covered transactions—loan
originations (including refinancings), loan
purchases, and the disposition of
applications that did not result in
originations—fully and accurately within 30
days after the end of each calendar quarter.
If some data are inaccurate or incomplete
despite this good-faith effort, the error or
omission is not a violation of Regulation C
provided that the institution corrects and
completes the information prior to reporting
the HMDA–LAR to its regulatory agency.
(Appendix A of this part, Paragraph II.E.)

2. Updating—agency requirements. Certain
state or federal regulations, such as the


