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product at port of entry for residues and 
species verification, and requires 
exporting countries to conduct random 
sampling and testing of internal organs 
and fat of carcasses at the point of 
slaughter in accordance with methods 
approved by the Secretary.

The Food Security Act of 1985 (Farm 
Bill, Pub. L  99-198) amended the FMIA 
by requiring that each foreign country 
from which meat is offered for 
importation into the United States 
obtain a certification issued by the 
Secretary stating that the country 
maintains a program using reliable 
analytical methods to ensure 
compliance with the United States 
standards for residues in such meat, and 
further provides that no meat articles 
shall be permitted entry into the United 
States from a country for which the 
Secretary has not issued such a 
certification.

Regulations implementing the 1981 
Farm Bill requirements were published 
in the Federal Register on February 10, 
1963 (48 FR 6091). All countries eligible 
to export product to the United States 
were notified of the 1985 Farm Bill 
changes by letter dated July 13,1987.

To continue to export meat to the 
United States, a country must 
demonstrate that it maintains, among 
other things, a residue program that 
meets United States standards. FSIS 
collects information to verify that the 
United States standards are being met. 
This information includes: Annual 
residue testing results, the findings of 
FSIS technical experts from on-site 
reviews, and results of port-of-entry 
reinspections. In March 1987, FSIS 
notified Panama that it had not 
demonstrated continued proficiency in 
residue testing and further specified the 
information that must be provided 
before initiating any plans to certify 
product for export to the United States. 
The response from Panama indicated 
that no residue testing was done in 1987 
and 1988.

Panama did not certify that any plants 
met United States standards in 1988, 
and therefore no on-site reviews of the 
inspection system in operation were 
made. On-site reviews of plants are 
normally confined to those certified to 
export to the United States. A portion of 
these reviews is devoted to obtaining 
information concerning random 
selection of residue samples at 
slaughter. In addition, residue testing 
laboratories are reviewed to determine 
if analytical methods meet United States 
standards. Since no plants were 
certified and no residue testing was 
being conducted, FSIS was not able to 
obtain current information. Therefore 
Panama did not receive a residue

certification for 1988. This means that 
FSIS will not accept any plant 
certifications from Panama until it 
demonstrates that its residue program 
meets United States standards. Without 
certified plants, shipments of meat 
products to the United States cannot 
legally occur.

Although Panama had no plants 
certified, three consignments of meat 
product arrived at the port of New 
Orleans, Louisiana, in January, April 
and May, 1989, accompanied by a 
Panamanian meat inspection certificate 
stating that the meat was produced in 
certified plants and met United States 
standards. None of these consignments 
was accepted for entry. Following the 
January consignment, FSIS notified 
Panama that neither plant nor product 
certifications would be accepted until 
United States requirements were m et 
However, Panamanian officials have , 
continued to certify product

Section 327.4(a) (9 CFR 327.4(a)) 
requires that any fresh meat or fresh 
meat byproducts consigned to the 
United States from a foreign country be 
accompanied by a foreign meat 
inspection certificate (health certificate) 
certifying that the product therein 
described was derived from livestock 
which received ante-mortem and post
mortem veterinary inspections at the 
time of slaughter in certified plants.

Section 327.2(a)(4) (9 CFR 327.2(a)(4)) 
states that:

* * * The listing of any foreign country 
under this section may be withdrawn 
whenever it shall be determined by die 
Administrator that the system of meat 
inspection maintained by such foreign 
country does not assure compliance with 
requirements at least equal to all * * * 
requirements of the Act and the regulations 
* * * as applied to official establishments in 
the United States; or that reliance cannot be 
placed upon certificates required * * * from 
authorities of such foreign country; or * * * 
for lack of current information concerning the 
system of meat inspection being maintained 
by such foreign country * * *.

Therefore, the Administrator of FSIS 
has determined that, in the absence of 
certified plants, residue testing, and 
current information about the operation 
of Panama’s meat inspection system, 
Panama’s “equal to” status has not been 
demonstrated; and, moreover, that 
reliance cannot be placed upon 
certificates required under the 
regulations (9 CFR part 327) from the 
authorities of such foreign country.

Therefore, pursuant to $ 327.2 of the 
Federal meat inspection regulations (9 
CFR 327.2), FSIS is withdrawing Panama 
from the list of countries from which 
cattle, sheep, swine, and goat products 
may be imported into the United States.

Comments on The Proposed Rule
FSIS did not receive any comments in ] 

response to the proposed rule.

Final Rule
lis t  of Subjects in 9 CFR Part 327 

Imported Products, Meat Inspection.
Accordingly, 9 CFR part 327 of the 

Federal Meat Inspection Regulations is 
amended as set forth below.

PART 327—IMPORTED PRODUCTS

1. The authority citation for part 327
continues to read as follows: j

Authority: 34 Stat 1260,79 Stat. 903. as j  
amended, 81 Stat. 584,84 Stat. 91, 438; 21 
U.S.C. 71 et seq.
§ 327.2 [Amended]

2. Paragraph (b) of § 327.2 is amended 
by removing the following country from 
the list of countries eligible for 
importation of products of cattle, sheep, 
swine, and goats into the United States:

Panama.
Done at Washington, DC on: Nov. 24,1989. 

Lester M. Crawford,
Administrator, Food Safety and Inspection 
Service. \
[FR Doc. 69-29275 Filed 12-14-89; 8:45 am] j
BILLING CODE S410-DM-M

FEDERAL RESERVE SYSTEM

12 CFR Part 203

[Regulation C; Docket No. R-0674]

RIN 7100-AB04

Home Mortgage Disclosure

a g e n c y : Board of Governors of the 
Federal Reserve System. 
a c t io n : Final rule._______________ _

SUMMARY: The Board is publishing a 
•revised Regulation C (Home Mortgage 
Disclosure). The regulation implements 
amendments to the Home Mortgage 
Disclosure Act (HMDA), contained in 
the Financial Institutions Reform, 
Recovery and Enforcement Act 
(FIRREA), which are effective on 
January 1,1990. The FIRREA 
amendments expand the coverage of 
HMDA to include mortgage lenders that 
are not affiliated with depository 
institutions or holding companies. They 
require covered institutions to report 
data regarding applications for mortgage 
and home improvement loans, in 
addition to data regarding loan 
originations and purchases. Most 
institutions will now also report the 
race, sex, and income of loan applicants.
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The Board has adopted a loan/ 
application register form for HMDA 
reporting on which institutions will 
record the required information for loan 
applications, loans actually made, and 
loans purchased.

The first set of reports in the new 
register format will be due in early 1991. 
The reports covering loan data for 
calendar year 1989, which are due on 
March 31,1990, remain subject to the 
existing provisions of the regulation; 
institutions must use the current Form 
HMDA-1 or HMDA-2, as appropriate, 
for those reports.
EFFECTIVE DATE: January 1 ,199a 
FOR FURTHER INFO RM ATION CONTACT: 
For information regarding the revisions 
to Regulation C and the reporting 
requirements, contact Thomas J. Noto or 
W. Kurt Schumacher, Staff Attorneys, 
Division of Consumer and Community 
Affairs, Board of Governors of the 
Federal Reserve System, Washington, 
DC 20551, at 202-452-2412 or 202-452- 
3667. For the hearing impaired only, 
contact Eamestine Hill or Dorothea 
Thompson, Telecommunications Device 
for the Dea£ at 202-452-3544. For 
information regarding the Board’s 
approval of the reporting form under the 
Paperwork Reduction A ct only, contact 
Frederick J. Schroeder, Federal Reserve 
Board Clearing Officer, Division of 
Research and Statistics, Board of 
Governors of the Federal Reserve 
System, Washington, DC 20551, at 202- 
452-3829, or Gary Waxman, OMB Desk 
Officer, Office of Information and 
Regulatory Affairs, Office of 
Management and Budget, New 
Executive Office Building, Room 3208, 
Washington, DC 20503, at 202-395-7340. 
SUPPLEMENTARY INFO RM ATION:

(1) 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.), Hie regulation 
currently requires depository 
institutions, mortgage banking 
subsidiaries of holding companies, and 
savings and loan service corporations 
that have over $10 million in assets and 
have offices in metropolitan statistical 
areas or primary metropolitan statistical 
areas, to disclose annually their 
originations and purchases of mortgage 
and home improvement loans. Data 
must be itemized by census tract (or by 
county, in some instances) and also by 
type of loan. A disclosure statement 
covering the data on a calendar-year 
basis currently must be made available 
to the public and sent to the institution's 
federal supervisory agency by March 31 
following the calendar year for which

the data are compiled. The Federal 
Financial Institutions Examination 
Council (FFIEC) produces tables 
showing aggregate lending patterns in 
each MSA and provides facsimiles of 
the individual institutions’ reports to 
central data depositories.

The Financial Institutions Reform, 
Recovery and Enforcement Act 
(FIRREA), which was signed into law on 
August 9,1989, made major revisions to 
HMDA. (FIRREA, Pub. L. No. 101-73, 
section 1211,103 S ta t 183, 524-526 
(1989).) First, the coverage of HMDA 
was expanded to include other mortgage 
lenders besides those affiliated with 
depository institutions or holding 
companies. Second, the FIRREA 
amendments require reporting of data 
regarding loan applications; currently, 
institutions report only data regarding 
loans originated or purchased. Third, the 
FIRREA amendments require most 
covered lenders to report the race, sex, 
and income of mortgage applicants and 
borrowers; depository institutions with 
assets under $30 million are exempt 
from this particular requirement. Fourth, 
the FIRREA amendments require that 
lenders identify the class of purchaser 
for mortgage loans that they selL 
Finally, the amendments permit lenders 
to explain the basis for lending 
decisions to their supervisory agency. 
Proposed revisions to Regulation C to 
implement the FIRREA amendments 
were published for public comment on 
October a  1989 (54 FR 41255), and the 
Board ia now adopting a final rule.

The new requirements apply 
beginning with calendar year 1990. They 
do not affect the reports covering loans 
made or purchased in calendar year 
1989 which are due by March 31,1990. 
The current provisions of Regulation C 
govern these reports; institutions should 
use Form HMDA-1  or HMDA-2 as 
appropriate. The FFIEC’s Guide to 
HMDA Reporting: Getting It Right! 
(published in January 1989) provides 
guidance for preparing reports covering 
the 1989 data.

Register format. The revised 
Regulation C provides for a “register” 
form of reporting. Lenders will record 
data for each application (whether 
granted, denied, or withdrawn) that they 
receive, and will submit the registers to 
their supervisory agency at the close of 
the calendar year. Institutions will have 
to maintain detailed loan data, which is 
unavoidable given the FIRREA 
requirements. But since institutions will 
not have to cross-tabulate the data as is 
now the case, the register format should 
minimize the burden of the new 
reporting requirements.

The Board is publishing the entire text 
of the regulation for the public's

convenience. However, the major 
changes (aside from the expanded 
coverage of lenders) relate to the data to 
be collected and the form in which the 
data will be reported, as prescribed in 
S 203.4 and in Appendix A. The 
revisions to the reporting form have 
been reviewed and approved under 
authority delegated to the Board by the 
Office of Management and Budget.

The format for data submission was 
developed by the Board in consultation 
with the other agencies responsible for 
enforcing HMDA—the Federal Deposit 
Insurance Corporation (FDIC), the 
Department of Housing and Urban 
Development (HUD), the National Credit 
Union Administration (NCUA), the 
Office of the Comptroller of the 
Currency (OCC), and the Office of Thrift 
Supervision (OTS). Several of these 
agencies currently require the lenders 
subject to their jurisdiction to keep an 
application register of some sort. Steps 
are under way to eliminate duplicate 
requirements. Institutions will be 
advised of any changes by their 
respective supervisory agencies.
(2) Section-by-Section Summary

The changes to each section of the 
regulation are discussed below.

Section 203.1—‘Authority, Purpose, and 
Scope

Section 203.1{b)(l)(iii) reflects the 
purpose of the new reporting 
requirements—stated in the FIRREA 
amendments—of identifying possible 
discriminatory lending patterns.
Sections 203.1 (c) and (d) address the 
coverage and scope of the regulation 
and the FFIECs role in producing 
disclosure statements and other reports 
from data submitted by financial 
institutions.

Section 203£—Definitions
Section 203.3 defines terms used in the 

regulation. Revisions are noted below.
A c t The definition of “act"’ in 

§ 203.2(a) is unchanged.
Application. Under section 1211(c) of 

the FIRREA amendments, institutions 
are required to report data for 
“completed” loan applications, in 
addition to reporting data for loans 
originated or purchased. A definition o f 
“application" has been added as 
5 203.2(b); succeeding provisions have 
been renumbered accordingly.

The Board originally proposed to 
define “application” in a way slightly 
different from the definition contained in 
Regulation B (Equal Credit Opportunity) 
(12 CFR 202.2(f)). A number of 
commenters suggested that the Board 
use the Regulation B  definition since it is
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familiar to lending institutions. Based on 
the comments and further analysis, the 
Board has defined “application” in 
keeping with the Regulation B definition. 
Thus, for purposes' of HMDA coverage, 
an application results when an 
institution receives an oral or written 
request for a mortgage oi* home 
improvement loan that is made tn 
accordance with procedures established 
by the financial institution.

The FIRREA amendments refePto 
“completed applications,” and the 
legislative history suggests that an 
application wrould be deemed complete 
for purposes of reporting under HMDA 
even if the institution had not yet 
received reports or approvals by 
secondary market entities, government 
entities, or private mortgage insurers. 
Under Regulation B, such an application 
would not be considered complete for 
purposes of the timing rales and 
required notices. Given the manner in 
which the Board has Implemented the 
reporting requirements in Regulation C, 
however, the concept of a "completed” 
application is not relevant. The revised 
Regulation C requires that institutions 
report loan originations in the year of 
origination and loan purchases in the 
year of purchase; this is the rule 
currently applicable. In the case of loans 
not granted, institutions will report the 
application for the year in which 
disposition takes place (approved, 
denied, withdrawn).

Section 202.9(c) of Regulation B 
provides that if additional information 
from the applicant is needed for a credit 
decision, the creditor shall send a 
written notice of incompleteness. That 
notice must specify the information to 
be provided and the date by which it 
must be received. No further action is 
required on the part of the creditor if the 
applicant fails to respond.

The Board solicited comment on 
whether, in cases involving the 
applicant's failure to respond, an 
application should be reported as 
withdrawn or whether a new category 
(“file closed for incompleteness”) should 
be added. The commenters were divided 
in their views. Some indicated that an 
additional category might cause 
confusion. Others, however, suggested 
that the additional code would provide a 
more accurate representation of the 
disposition of the application. The Board 
has decided to provide a separate code 
in the interest of more accurate data.

Branch office. The definition of 
branch office has several implications. 
First, institutions that do not have a 
home or branch office in an MSA are 
totally exempt from HMDA. Second, 
institutions must identify the census 
tract for loans on property located in

any MSA in which the institution has a 
home or branch office. Third, loan data 
must be made available to the public at 
one branch office (or at the home office) 
in each MSA where the institution has a 
home or branch office. Finally, the 
institution must post notices in branch 
offices located in MSAs to inform the 
public of the availability of the HMDA 
data.

Section 203.2(c)(1) retains, for 
depository institutions, the definition 
currently set forth in § 203.2(b)(l)(i) 
without substantive change. A branch 
office for banks, savings and loan 
associations, and credit unions is an 
office approved as a branch by a federal 
or state supervisory agency.

The definition of branch office is 
different for other mortgage lenders. Just 
last year, the Congress expanded 
HMDA coverage to institutions other 
than depository institutions, namely, to 
mortgage banking subsidiaries of bank 
and thrift holding companies and to 
savings and loan service corporations. 
The FIRREA amendments of 1989 have 
further expanded coverage to “other 
lending institutions.” For all of these 
entities, designatged “mortgage lending 
institutions” in § 203.2(c)(2) of the 
revised regulation, a branch office refers 
to any physical location at which the 
institution takes applications from the 
public for home purchase or home 
improvement loans. Previously this 
definition appeared in § 203.2(b)(l)(ii).

For mortgage lending institutions, 
moreover, the definition of branch office 
extends beyond a physical presence. 
Under section 1211(f) of the FIRREA 
amendments, “other lending 
institutions” are deemed to have a 
branch office in any MSA where they 
receive applications for, originate, or 
purchase five or more home purchase or 
home improvement loans. Section 
203.2(c)(2) incorporates this rule. This 
five-or-more-loan rule applies in 
determining, for purposes of coverage, 
whether an institution has an office 
within an MSA, and also whether an 
institution must itemize data by census 
tract within a given MSA.

Dwelling. In the current regulation, 
parenthetical material in the definitions 
of home purchase and home 
improvement loans indicates that the 
term “dwelling” includes condominiums, 
cooperatives, mobile homes, and 
manufactured homes. Section 203.2(d) 
adds a definition of "dwelling” that 
incorporates these references as well as 
the definition of "state” previously 
contained in § 203.2(i).

FHA, FmHA, and VA loans. The 
definition of these loans, previously 
contained in $ 203.2(c), has been deleted 
from the regulatory text. The

instructions for completing the register 
(Appendix A to the regulation) set forth 
the categories of loans that must be 
identified on the register.

Financial institution. Revised 
§ 203.2(e) defines “financial institution” 
to include all institutions covered by the 
regulation: banks, savings and loan 
associations, credit unions, and other 
“mortgage lending institutions.”

Under the durent regulation, 
depository institutions such as banks 
and savings associations are covered by 
HMDA if they originate “federally 
related mortgage loans,” as defined in 
§ 203.2(d). An institution meets this test 
if it originates home purchase loans and 
the institution either (1) is federally 
insured or regulated or (2) writes home 
purchase loans that are federally 
insured or guaranteed or are to be sold 
to FNMA, GNMA, or FHLMC. The 
Board has consolidated the “federally 
related mortgage loan” criteria into the 
definition of “financial institution.” The 
reference to GNMA has been removed, 
since GNMA no longer purchases 
mortgages. The Board solicited comment 
on whether coverage of depository 
institutions could be defined in terms of 
those that are federally insured and 
make home purchase loans. Based oh 
further analysis, however, the Board 
believes that some institutions presently 
covered by the regulation would be 
exempted by this change, and has 
therefore not adopted it.

Section 1211(d) of the FIRREA 
amendments expanded the coverage of 
HMDA to include "other lending 
institutions.” An "other lending 
institution” is defined in section 
1211(e)(2) of the act as "any person 
engaged for profit in the business of 
mortgage lending.” The regulation refers 
to these entities as “mortgage lending 
institutions” in § 203.2(e)(2). The 
regulatory definition also covers 
mortgage banking subsidiaries of bank 
and savings and loan holding companies 
and savings and loan service 
corporations, and the mortgage banking 
subsidiaries of depository institutions.

The Board believes that, by using the 
qualifying words "in the business of 
mortgage lending," the Congress 
evidenced an intent to exclude from 
coverage institutions that make a 
relatively small volume of mortgage 
loans. Accordingly, the Board has 
established an activity test in the 
regulation to determine whether a given 
lender is a “mortgage lending 
institution.” Under this test, an entity is 
a “mortgage lending institution" if, in the 
preceding calendar year, 10 percent or 
more of its loan volume (measured in 
dollars) consisted of home purchase
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loan originations. This threshold mirrors 
the rule currently used in § 2Q3.2(e)(l)(ii) 
to define whether a holding company 
subsidiary is a “mortgage banking” 
subsidiary;

Under current § 203.2(e)(2), majority- 
owned subsidiaries of banks and 
savings associations are treated as part 
of their parent institution. Accordingly, 
the report submitted by the parent 
institution now includes data of the 
subsidiary; the data for loans made or 
purchased by the subsidiary are 
itemized by census tract only for MSAs 
where the parent has a home or branch 
office. In light o f the definition of and 
treatment accorded to "other lending 
institution” in the FIRREA amendments 
(through the five-or-more-loan rule 
mentioned above, for example), the 
Board has changed the rules applicable 
to subsidiaries of depository institutions. 
A continuation of the current 
arrangement would only serve to 
magnify existing differences in reporting 
that are based on corporate structure 
alone. For example, a holding company 
subsidiary would itemize information by 
census tract for loans in MSAs where it 
took applications for, originated, or 
purchased five or more mortgage loans. 
Bank and thrift subsidiaries, on the 
other hand, would report itemized 
information only for MSAs in which the 
parent institution has a physical branch.

The Board believes that such 
markedly different results are 
inappropriate given the FIRREA 
amendments. Consequently, the revised 
regulation, under 8 203.2(e)(2), treats 
mortgage lending subsidiaries of 
depository institutions as independent 
entities. As such, they will comply with 
HMDA in their own right if they meet 
the 10 percent threshold of that section.

Several commentera maintained that 
this treatment of subsidiaries would 
result in parent institutions not receiving 
credit for the lending activity of their 
subsidiaries. To avoid such a result, 
institutions are free to make available, 
with their disclosure statements, 
information that explains their 
relationship to other entities. In 
addition, the Board has revised the 
reporting form so that subsidiaries may 
note the identity of their parent 
institutions. Finally, the Board plans to 
explore, with the FFIEC, the possibility 
of preparing a consolidated disclosure 
statement that would reflect the activity 
of both entities.

Home improvement and home 
purchase loans. Institutions are required 
to report data regarding home 
improvement and home purchase loans. 
These terms are defined in $ 203.2(f) and 
203.2(g). With the added definition of 
“dwelling” in § 203.2(d), the

parenthetical references to 
condominiums, cooperatives, and 
mobile and manufactured homes have 
been deleted.

Metropolitan statistical area. 
Institutions must specify the location of 
the property to which a loan relates if 
the property is located in a metropolitan 
statistical area (MSA) in which the 
institution has a home or a branch 
office. The definition of MSA in 
§ 203.2(1) is unchanged.

State. The definition of "state,” 
currently contained in § 203.2(i), is 
incorporated within the new définition 
of “dwelling.”

Section 203.3—Exempt Institutions
Section 203.3(a) and (b) exclude from 

coverage institutions with under $10 
million in assets, institutions that do not 
have offices in MSAs, and institutions 
that have been granted an exemption 
because they are subject to a similar 
state law.

A number of commenters raised 
questions regarding the proposed 
application of the $10 million asset test, 
derived from section 309 of HMDA. 
They observed that mortgage 
companies* assets tend to be low 
relative to the volume of loans that they 
originate. Moreover, applying the $10 
million test directly to mortgage 
subsidiaries of depository institutions 
could exclude entites that are now 
covered by virtue of the relationship to 
their parent institution. If lending 
activities were concentrated in smaller 
subsidiaries, valuable loan data might 
not be reported. The same result could 
occur in the case of mortgage lenders 
with relatively low assets that are the 
subsidiaries of large non-bank 
companies. The Board believes that the 
Congress intended, in the FIRREA 
amendments, to cover a wide range of 
lenders in order to capture the fullest 
possible information regarding mortgage 
lending patterns. Applying the $10 
million test to a mortgage company 
alone, notwithstanding its affiliation 
with a larger entity, could thwart this 
intent in many instances. The Board 
believes it appropriate, in these 
circumstances, that the assets of any 
parent institution be combined with 
those of the subsidiary for purposes of 
applying the $10 million test. Section 
203.3(a) has been revised accordingly. 
Thus, a mortgage lending subsidiary of a 
bank, savings institution, holding 
company, or other corporation will be 
covered by the regulation so long as the 
assets of the subsidiary, combined with 
those of its parent, exceed $10 million.

Some commenters expressed concern 
about the proposed application of the 
$10 million test to the independent

mortgage companies that will report to 
HUD. They suggested that doing so 
would exclude a large number of these 
companies from coverage. As indicated 
above, this concern is understandable. 
Because these entities have no parent 
institution, however, the asset test 
necessarily applies directly to them, and 
they are therefore exempt if their assets 
are under $10 million. The Board 
understands, however, that the bulk of 
mortgage lending by independent 
mortgage companies may be done by 
companies that exceed the $10 million 
threshold.

The $10 million test also applies s 
directly to banks, savings institutions, 
and credit unions. Thus, for example, a 
bank with $10 million or less in assets is 
exempt notwithstanding its relationship 
to a holding company. The Board 
believes that the $10 million test reflects 
a decision by the Congress that the 
lending activity of financial institutions 
at this asset level is not high enough to 
warrant coverage by HMDA. The Board 
sees no intent, in the FIRREA 
amendments, to disturb this treatment.

Section203.4—Compilation o f loon data
Section 203.4 has been revised 

extensively. The FIRREA amendments 
require institutions to report data on all 
loan applications, and not just on 
originations and purchases of loans as is 
currently the case. The FIRREA 
amendments also call for the reporting 
of data on the race, sex, and income of 
applicants and borrowers, in addition to 
the geographic itemization of loans that 
is currently required. Given the 
expanded data collection, the Board has 
determined that to require cross- 
tabulation of data in the manner of the 
HMDA-1 and HMDA-2 forms would be 
both confusing and extremely 
burdensome for covered institutions.
The Conference Report to the FIRREA 
amendments indicates that the Congress 
intended for the Board to have flexibility 
in establishing a report format that 
would enhance the utility of the data 
while minimizing, to the extent possible, 
the reporting burden for covered 
institutions. (H.R. Rep. No. 101-222,
101st Cong., 1st Sess. 459). Accordingly, 
the Board has provided in § 203.4 that 
institutions submit a register using the 
format set forth in Appendix A of the 
regulation. Under this arrangement, 
institutions will record data on an 
application-by-application basis and 
will submit the completed register at the 
end of the year to their supervisory 
agency for processing by the FFIEC. The 
FFIEC will produce individual disclosure 
statements for each reporting institution
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(plus aggregate tables for each MSA) 
using the data from the registers.

Virtually all commentera that 
addressed the issue expressed support 
for this arrangement They indicated 
that the register approach would be 
considerably easier and less costly for 
reporting institutions since they would 
not have to undertake the further step of 
preparing cross-tabulations of the data. 
Regulatory agencies indicated that thè 
arrangement would enhance their ability 
to monitor compliance with fair lending 
and community reinvestment 
requirements.

The Board believes that the register 
approach offers these and other 
advantages and has adopted it in the 
final regulation. (The specific 
requirements for the register are 
discussed below in the section on 
Appendix A.)

A number of commenters urged the 
Board to encourage other regulatory 
agencies to review their requirements 
for loan registers in light of the revisions 
to Regulation C. These agencies are in 
the process of reviewing current 
requirements to determine the extent to 
which the HMDA register can replace 
their separate logs.

Section 203.4(a) requires, among other 
things, that institutions collect data on 
the race or national origin, sex, and 
income level of applicants for all home 
improvement and home purchase loans. 
Section 203.4(b)(1) tells how race or 
national origin and sex information is to 
be collected. The Board has prescribed a 
form and instructions for collecting 
these data in Appendix B to Regulation
C. The language varies slightly from the 
form prescribed under Regulation B 
(Equal Credit Opportunity). Use of either 
form meets the requirements of 
Regulation C; creditors need not 
maintain a separate stock of forms.

The FIRREA requirement for reporting 
data on race or national origin, sex, and 
income does not apply to purchased 
loans. In addition, depository 
institutions with assets of $30 million or 
less are not required to report this 
information at all. However,
§ 203.4(b)(2) allows for optional 
reporting of these data in both 
instances. (Under the FIRREA 
amendments, mortgage lending 
institutions do not qualify for the $30 
million exception; therefore, they must 
include data on race or national origin, 
sex, and income for all applications and 
loan originations, though not for 
purchased loans.)

Regulation B, § 202.5(d), generally 
prohibits lenders from requesting data 
about race or national origin and sex. 
There is an exception in § 202.5(b)(2): 
Lenders do not violate Regulation B by

collecting this applicant information 
when required to do so by some other 
state or federal regulation. The proposed 
update to the official staff commentary 
to Regulation B contains a reference to 
the new HMDA requirement, to make 
clear that lenders may collect data 
about race or national origin and sex in 
mortgage and home improvement 
transactions without violating the ECOA 
(54 FR 50514, December 7,1989). The 
commentary makes clear also that this 
exception applies even in the case of 
lenders whose asset size makes their 
reporting of such data optional.

Section 1211(b) of the FIRREA 
amendments permits institutions, at 
their option, to report reasons for their 
loan decisions. Several commenters 
urged the Board to require this 
information. In view of the statutory 
language, however, § 203.4(c) authorizes, 
but does not require, reporting of such 
data.

Section 203.4(d), which previously 
was designated § 203.4(c), relates to 
data that is not to be reported. Two 
changes have been made. First, the 
Board has eliminated the rule that 
mortgage banking subsidiaries of bank 
and savings and loan holding companies 
are not to report FHA loans. Data on 
FHA loans by these institutions was 
originally collected by HUD outside of 
Regulation C, whereas now HUD is a 
direct participant in the implementation 
of HMDA. Dropping the current 
provision will produce a uniform rule for 
reporting of these loans by all 
institutions covered by HMDA, avoiding 
confusion and also producing more 
complete data.

The exclusion for certain refinancings, 
currently set forth in § 203.4(c)(l)(iii), 
has been deleted. Refinancings of home 
purchase loans are to be reported even 
when they involve the original borrower 
and original lender. While refinancings 
between original parties may not 
technically result in new money being 
disbursed into the community, the Board 
believes that these transactions do 
provide an indication of an institution's 
willingness to meet credit needs. A 
separate code has been added to the 
register to indicate entries that involve a 
refinancing, and the reporting rules for 
refinancings have been clarified in the 
instructions to the register.
Section 203.5—Disclosure and Reporting

Section 203.5 sets the rules for making 
loan data available at offices of an 
institution and for reporting the data to 
supervisory agencies. The Board had 
proposed that institutions submit 
registers for a given calendar year by 
the following February 15. In response to 
the comments, the Board has extended

this period to March 1. Some 
commenters asked that the March 31 
reporting date be retained. The Board 
has opted not to do so in light of the 
need to ensure that data are processed 
and disclosure statements produced by 
the FFIEC in a timely fashibn.

The Board believes that March 1 is 
reasonable given that minimal 
processing on the part of institutions is 
required. Institutions will have to 
assemble the registers from their 
different branches into one package, Out 
there is no need to copy the data onto a 
master document. They also will not 
have to wait until year-end to prepare 
the HMDA submission; while there is 
still a requirement to geocode loans (and 
applications), there is no longer a need 
to cross-tabulate data loan and 
application information by census tract. 
Currently institutions must defer report 
preparation because of having to list 
data for all loans in a given census tract 
on a single line of the report.

Section 203.5(b) of the proposal would 
have required institutions to make 
disclosure statements available within 
15 business days after receiving them 
from the FFIEC. A number of 
commenters suggested that it would be 
impossible to arrange for copying and 
distribution of the disclosure statements 
to multiple branch offices within that 
time frame. Others believed that 
institutions should have a reasonable 
opportunity to review the disclosure 
statements for accuracy before making 
them publicly available. Based on these 
comments, the Board has extended this 
period to 30 calendar days. Use of 
calendar days avoids differences of 
interpretation for counting business 
days.

Several commenters asked whether 
the disclosure statements must be made 
available in MSAs where they have no 
physical office but where they are 
deemed to have a branch office by 
virtue of the five-or-more-loan rule. 
Sections 203.5 (c) and (d) have been 
revised to make clear that the disclosure 
statements need only be made available 
in MSAs where the institution has a 
physical branch office.

Under the proposal, reporting 
institutions would not be required to 
make the actual registers available to 
the public. Some commenters supported 
this position, but others indicated that 
meaningful analyses could not be 
undertaken without the raw application 
and loan data. The Board has decided 
against requiring that the institutions 
make the registers public. The Board 
continues to believe that certain items 
on the register raise legitimate privacy 
concerns. But the Board plans to work
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with member agencies of the FFIEC in 
exploring approaches by which the raw 
data could be made available in some 
form, at cost, to the public. (See the 
discussion below in the section 
“Disclosure statements and availability 
of data“.)

Section 203.8—Enforcement
Section 203.6 sets forth rules relating 

to administrative enforcement and bona 
fide errors. Hie provisions of this 
section are essentially unchanged.

Appendix A—Form and Instructions for 
Loan/Application Register

Appendix A contains the loan/ 
application register and instructions for 
its completion as well as a transmittal 
sheet to accompany the registers when 
they are submitted. The register form 
that is reproduced below has been 
reduced in size for printing in the 
Federal Register; the actual register 
forms, which are available from the 
supervisory agencies, are 8 Vs by 14 
inches. Institutions must use the 
prescribed format but are not required 
to use the forms themselves. An 
institution may, for example, produce a 
computer printout of its register instead.

Due to the volume of data being 
submitted, the Board encourages 
covered institutions to develop 
computer programs that will enable 
them to submit the data in machine- 
readable format Technical 
specifications and filing procedures will 
be made available through the 
supervisory agencies in the near future.

The following is a summary of the 
information that will be provided on the 
register and the number of characters to 
be allotted for each data item. The 
instructions contained in Appendix A 
provide guidance on the requirements 
for the register and answer more 
detailed questions.

Application or loan number. A unique 
number identifying the application or 
transaction. It can be any number of the 
institution’s choosing. Based on the 
comments and consultation with HUD, 
the FHA case number will not be 
required. (25 characters)

Date application received. For 
applications, the date the application 
was received by the financial institution 
by month, day, and year. (8 characters)

Other application or loan information. 
Codes indicating the type of loan, the 
purpose of the loan, and whether the 
property is owner-occupied, plus the 
amount of the loan (or the amount 
applied for) in thousands of dollars. (1 
character each for type, purpose, and 
occupancy status; 5 characters for 
amount)

Action taken and date. Codes 
indicating the type of action taken by 
the institution or, in some cases, by the 
applicant. In addition to loan purchase 
or loan origination, the institution will 
indicate whether a loan was approved 
but not accepted by the applicant (this 
code was added in response to the 
comments), was denied, or was 
withdrawn. In addition, a code was 
added for instances in which the 
application file is closed due to 
incompleteness following the sending of 
a written notice under § 202.9(c) of 
Regulation B. Also, the date the action 
occurred. (1 character for action taken; 8 
characters for month, day, and year) 

Location o f the property. For loans 
written on property in MSAs where the 
institution has a home or branch office, 
the location of the property. (4 
characters for MSA, 2 for state, 3 for 
county, and 7 for census tract including 
a decimal point, where needed) 

Applicant characteristics. A code 
indicating the race and sex of the 
applicant and any co-applicant, and the 
income relied uf)on by the lender, in 
thousands of dollars. This section need 
not be completed (by any institution) for 
loan purchases; and it need not be 
completed by any bank, savings and 
loan, or credit union with $30 million or 
less in assets. (1 character each for race 
and sex of applicant and of co
applicant; 4 characters for income)

Type o f purchaser. For loans that are 
sold, a code indicating the class of 
purchaser. (1 character)

Reason for denial. Up to three codes 
indicating the reasons for denial. This 
information is optional. (3 characters) 

The Board requested comment on 
whether the number of reasons for 
denial should be expanded to be more 
specific. A number of commenters 
suggested that the reasons should 
correspond to the reasons listed on the 
model checklist for adverse action 
provided in Regulation B. The Board has 
kept the number of reasons to a 
minimum in order to allow up to three 
reasons to be indicated, and has 
provided a listing that “translates“ the 
Regulation B reasons into the codes.
Appendix R—Form and Instructions for 
Data Collection on Race or National 
Origin and Sex

Appendix B of the current regulation 
lists the supervisory agencies to which 
covered institutions must submit their 
reports. In the revised regulations, this 
material has been incorporated into the 
instructions to the reporting form, in 
Appendix A. Independent mortgage 
lending institutions will submit their 
registers to HUD while subsidiaries of 
depository institutions or their holding

companies will submit the registers to 
the OCC, FDIC, Federal Reserve, or OTS

Appendix B contains a form that can 
be used to collect data on race or 
national origin and sex, and instructions 
for its use. It is identical in substance to 
the form prescribed in Regulation B for 
data collection (related to applications 
for home purchase loans), except for the 
added reference to HMDA. Institutions 
may use the Regulation B and 
Regulation C forms interchangeably; 
they need not maintain a special stock 
of each.

(3) Disclosure Statements and 
Availability of Data

The FFIEC (with support from each of 
the federal regulators with HMDA 
responsibilities) aggregates the loan 
data received from all reporting 
institutions in each MSA. The FFIEC 
also produces tables for each MSA 
showing lending patterns according to 
demographic characteristics such as 
income level and age of housing stock. 
These tables, together with disclosure 
statements of the individual institutions, 
are sent to central data depositories in 
each MSA, where they are available to 
the public.

The FFIEC will generate disclosure 
statements from the register data 
submitted by institutions to show 
lending activity in each MSA for which 
the institution reports data. These 
statements (in the form of summary 
tables) will be provided to the 
institutions, which will in turn make 
them available to the public. The FFIEC 
expects that these statements will be 
provided to institutions by October 
following submission of the register data 
on March 1. This timetable is dictated 
by the large volume of data to be 
processed. The supervisory agencies 
and the FFIEC will take appropriate 
steps to ensure that both the individual 
disclosure statements and the aggregate 
tables become available to the public as 
early as possible.

In addition, the FFIEC will produce 
aggregate tables based on loan data 
from all covered institutions for each 
MSA, and make them available at the 
central data depositories.

Considerable comment was received 
on the proposed output that the FFIEC 
would produce from the data submitted. 
Because of the need to publish a final 
regulation as quickly as possible given 
the effective data of January 1,1990, 
FFIEC consideration of issues related to 
the output tables has been deferred and 
will be taken up early next year. Among 
the issues that will be considered is 
whether the raw data compiled from the 
registers can be made available to the
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public in some form once the FFÎEC has 
completed processing the reports. The 
Board plans to search for ways of 
making the raw data available in a form 
that will not compromise the privacy of 
applicants and borrowers (perhaps by 
eliminating the application numbers and 
dates), and will work with member 
agencies of the FFIEC to explore 
possible options.

(4) Effective Dates
The revised regulation is effective on 

January 1,1990. The Board believes that 
this effective date, which coincides with 
the effective data of the FIRREA 
amendments, is necessary to ensure that 
institutions are provided with the 
guidance necessary to comply with the 
new requirements.

The revised regulation applies to 
applications received, and loans 
originated or purchased, on or after 
January 1,1990. Institutions will be 
required to report data for calendar year 
1990 in the revised format by March 1, 
1991. In the case of applica tions 
received before January 1,1990, 
institutions need only report the data on 
race or national origin and sex if they 
have the information; they are not 
required to contact applicants again in 
order to obtain i t

The current requirements of 
Regulation C apply to reports of data for 
calendar year 1989; accordingly, 
institutions will use the existing forms 
HMDA-1 or HMDA-2, as appropriate, 
for the reports that are due on March 31,
1990.

(5) Paperwork Reduction Act
In accordance with section 3507 of the 

Paperwork Reduction act of 1980,44 
U.S.C. chapter 35, and 5 CFR 1320.13, the 
revisions to Regulation C that relate to 
reporting requirements were approved 
under authority delegated to the Board 
by the Office of Management and 
Budget.

The following information relates only 
to the effect of the revised reporting 
requirements on institutions supervised 
by the Board. As indicated earlier, other 
types of institutions are also covered by 
the regulation.
Approval Under OMB Delegated 
Authority for the Following Information 
Collection
Report title: HMDA Loan/Application

Register.
Agency form number: FR HMDA-LAR. 
OMD docket number: 7100-0247. 
Reporters: State member banks and

mortgage banking subsidiaries of
bank holding companies.

Reporters:

Number
of

respond
ents

Frequency

Average
hours
per
re

sponse

State member 
banks.

478 Annually..... 30

Mortgage
banking
subsidiaries.

723 Annually..... 160

Annual reporting hours: 130,020.
Small businesses are not affected. 
General description o f report.—This 

information collection is mandatory (12 
U.S.C 2801-2810,12 CFR part 203). The 
report will collect information on 
applications for, and originations and 
purchases of, home purchase and home 
improvement loans. State member banks 
and mortgage banking subsidiaries of 
bank holding companies will be required 
to keep the HMDA Loan/Application 
Register as a running log throughout the 
calendar year and to send it to the 
Federal Reserve System by March 1 of 
the following calendar year.

(6) Regulatory Flexibility Analysis

The Board’s Division of Research and 
Statistics has prepared a Regulatory 
Flexibility Analysis of the revisions to 
Regulation C. A copy of the analysis 
may be obtained from Publications 
Services, Board of Governors of the 
Federal Reserve System, Washington,
DC 20551, at 202-452-3245.

List of Subjects in 12 CFR Part 203

Banks, Banking, Consumer protection, 
Federal Reserve System, Home 
mortgage disclosure, Mortgages, 
Reporting and recordkeeping 
requirements.

(7) Regulatory text

For the reasons set forth in this notice 
and pursuant to the Board’s authority 
under section 305(a) of the Home 
Mortgage Disclosure Act (12 U.S.C. 
2804(a)), 12 CFR part 203 is revised as 
follows:

PART 203—HOME MORTGAGE 
DISCLOSURE

Sec.
203.1 A uthority, purpose, an d  scop e
203.2 Definitions
203.3 E xem p t institutions
203.4 Com pilation of loan  d ata
203.5 D isclosure and reporting
203.6  Enforcem ent
A ppe ndix  A — Form  an d  in stru ctio n s fo r  loan  / 

ap p lication  register.
A p p end ix  B — Form  an d  in stru ction s fo r  d ata  

co lle ctio n  on  ra c e  o r  n ation al origin an d  
s e x .

A u thority : 12  U .S.C . 2 8 0 1-2810

§ 203.1 Authority, purpose, and scope.
(a) Authority. This regulation is issued 

by the Board of Governors of the 
Federal Reserve System (“Board”) 
pursuant to the Home Mortgage 
Disclosure Act (12 U.S.C. 2801 et seq.), 
as amended. The information-collection 
requirements have been approved by 
the U.S. Office of Management and 
Budget under 44 USC 3501 et seq. and 
have been assigned OMB No. 7100-0247,

(b) Purpose. (1) This regulation 
implements the Home Mortgage 
Disclosure Act, which is intended to 
provide the public with loan data that 
can be used:

(1) To help determine whether 
financial institutions are serving the 
housing needs of their communities;

(ii) To assist public officials in 
distributing public-sector investments so 
as to attract private investment to areas 
where it is needed; and

(iii) To assist in identifying possible 
discriminatory lending patterns and 
enforcing antidiscrimination statutes.

(2) Neither the act nor this regulation 
is intended to encourage unsound 
lending practices or the allocation of 
credit.

(c) Scope. This regulation applies to 
certain financial institutions, including 
banks, saving associations, credit 
unions, and other mortgage lending 
institutions, as defined in section 
203.2(e). It requires an institution to 
report data to its supervisory agency 
about home purchase and home 
improvement loans it originates or 
purchases, or for which it receives 
applications; and to disclose certain 
data to the public.

(d) Loan aggregation and central data 
depositories. Using the loan data made 
available by financial institutions, the 
Federal Financial Institutions 
Examination Council will prepare 
disclosure statements and will produce 
various reports for individual 
institutions for each metropolitan 
statistical area (MSA), showing lending 
patterns by location, age of housing 
stock, income level, sex, and racial 
characteristics. The disclosure 
statements and reports will be available 
to the public at central data depositories 
located in each MSA. A listing of central 
data depositories can be obtained from 
the Federal Financial Institutions 
Examination Council, Washington, DC 
20008.

§ 203.2 Definitions.
In this regulation;
(a) A ct means the Home Mortgage 

Disclosure Act (12 U.S.C. 2801 et seq.}, 
as amended.
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(b) Application means an oral or 
written request for a home purchase or 
home improvement loan that is made in 
accordance with procedures established 
by a financial institution for the type of 
credit requested.

(c) Branch office means: (1) Any office 
of a bank, savings association, or credit 
union that is approved as a branch by a 
federal or state supervisory agency, but 
excludes free-standing electronic 
terminals such as automated teller 
machines;

(2) Any office of a mortgage lending 
institution (other than a bank, savings 
association, or credit union) that takes 
applications from the public for home 
purchases or home improvement loans.
A mortgage lending institution is also 
deemed to have a branch office in an 
MSA if, in the preceding calendar year, 
it received applications for, originated, 
or purchased five or more home 
purchase or home improvement loans on 
property located in that MSA.

(d) Dwelling means a residential 
structure (whether or not it is attached 
to real property) located in a state of the 
United States of America, the District of 
Columbia, or the Commonwealth of 
Puerto Rico. The term includes an 
individual condominium unit, 
cooperative unit, or mobile or 
manufactured home.

(e) Financial institution means: (1) A 
bank, savings association, or credit 
union that originated in the preceding 
calendar year a home purchase loan 
(other than temporary financing such as 
a construction loan) secured by a first 
lien on a one-to-four family dwelling if:

(1) The institution is federally insured 
or regulated; or

(ii) The loan is insured, guaranteed, or 
supplemented by any federal agency; or

(iii) The institution intended to sell the 
loan to the Federal National Mortgage 
Association or the Federal Home Loan 
Mortgage Corporation;

(2) A for-profit mortgage lending 
institution (other than a bank, savings 
association, or credit union) whose 
home purchase loan originations 
equaled or exceeded ten percent of its 
loan volume, measured in dollars, in the 
preceding calendar year.

(f) Home improvement loan means 
any loan that: (1) Is stated by the 
borrower (at the time of the loan 
application) to be for the purpose of 
repairing, rehabilitating, or remodeling a 
dwelling; and

(2) Is classified by the financial 
institution as a home improvement loan.

(g) Home purchase loan means any 
loan secured by and made for the 
purpose of purchasing a dwelling.

(h) Metropolitan statistical area or 
MSA means a metropolitan statistical

area or a primary metropolitan 
statistical area, as defined by the U.S. 
Office of Management and Budget.

§ 203.3 Exempt institutions.
(a) Exemption based on asset size or 

location. A financial institution is 
exempt from the requirements of this 
regulation for a given calendar year if on 
the preceding December 31:

(1) The institution had neither a home 
office nor a branch office in an MSA; or

(2) In the case of a bank, savings 
association, or credit union, the 
institution’s total assets were $10 million 
or less; or

(3) In the case of a for-profit mortgage 
lending institution (other than a bank, 
savings association, or credit union), the 
total assets of the institution combined 
with those of any parent corporation 
were $10 million or less.

(b) Exemption based on state law. (1) 
A state-chartered or state-licensed 
financial institution is exempt from the 
requirements of this regulation if the 
Board determines that the institution is 
subject to a state disclosure law that 
contains requirements substantially 
similar to those imposed by this 
regulation and contains adequate 
provisions for enforcement.

(2) Any state, state-chartered or state- 
licensed financial institution, or 
association of such institutions may 
apply to the Board for an exemption 
under this paragraph.

(3) An institution that is exempt under 
this paragraph shall submit the data 
required by the state disclosure law to 
its state supervisory agency for 
purposes of aggregation.

(c) Loss o f exemption. (1) An 
institution losing an exemption that was 
based on asset size or location under 
paragraph (a) of this section shall 
comply with this regulation beginning 
with the calendar year following the 
year in which it lost its exemption.

(2) An institution losing an exemption 
that was based on state law under 
paragraph (b) of this section shall 
comply 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 format and itemization. A 

financial institution shall collect data 
regarding applications for, and 
originations and purchases of, home 
purchase loans (including refinancings) 
and home improvement loans for each 
calendar year. These data shall be 
presented on a register in the format 
prescribed in Appendix A and shall 
include the following items:

(1) A number for the loan or loan 
application, and the date the application 
was received.

(2) The type and purpose of the loan.
(3) The owner-occupancy status of the 

property to which the loan relates.
(4) The amount of the loan or 

application.
(5) The type of action taken, and the 

date.
(6) The location of the property to 

which the loan relates, by MSA, state, 
county, and census tract, if the 
institution has a home or a branch office 
in that MSA.

(7) The race or national origin and sex 
of the applicant or borrower, and the 
income relied upon in processing the 
loan application.

(8) The type of entity purchasing a 
loan that the institution originates or 
purchases and then sells within the 
same calendar year.

(b) Collection o f data on race or 
national origin, sex, and income. (1) A 
financial institution shall collect data 
about the race or national origin and sex 
of the applicant or borrower as 
prescribed in Appendix B. If the 
applicant or borrower chooses not to 
provide the information, the lender shall 
note the data on the basis of visual 
observation or surname, to the extent 
possible.

(2) Race or national origin, sex, and 
income data may but need not be 
collected for:

(i) Loans purchased by the financial 
institution; or

(ii) Applications received or loans 
originated by a bank, savings 
association, or credit union with assets 
on the preceding December 31 of $30 
million or less.

(c) Optional data. A  financial 
institution may report the reasons it 
denied a loan application.

(d) Excluded data. A financial 
institution shall not report:

(1) Loans originated or purchased by 
the financial institution acting in a 
fiduciary capacity (such as trustee);

(2) Loans on unimproved land;
(3) Temporary financing (such as 

bridge or construction loans);
(4) The purchase of an interest in a 

pool of loans such as mortgage- 
participation certificates); or

(5) The purchase solely of the right to 
service loans.

§ 203.5 Disclosure and reporting.
(a) Reporting requirements. By March 

1 following the calendar year for which 
the loan data are compiled, a financial 
institution shall send two copies of its 
complete register to the agency office 
specified in Appendix A of this
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regulation, and shall retain a copy for its 
records for a period of not less than two 
years.

(b) Disclosure to the public. A 
financial institution shall make its 
mortgage loan disclosure statement (to 
be prepared by the Federal Financial 
Institutions Examination Council) 
available to the public no later than 30 
calendar days after the institution 
receives it from its supervisory agency. 
The financial institution shall make the 
statement available to the public for a 
period of five years.

(c) Availability o f disclosure 
statem ent A  financial institution shall 
make the disclosure statement available 
at its home office. If it has a physical 
branch office in other MSAs, it shall 
also make a statement available in at 
least one branch office in each of those 
MSAs; the statement at a branch office 
need only contain data relating to 
property in the MSA where that branch 
office is located. An institution shall 
make the disclosure statement available 
for inspection and copying during the 
hours the office is normally open to the 
public for business. It may impose a 
reasonable charge for photocopying 
services.

(d) Notice o f availability. A financial 
institution shall post a general notice 
about the availability of its disclosure 
statement in the lobbies of its home 
office and any physical branch offices 
located in an MSA. Upon request, it 
shall promptly provide the location of 
the institution’s offices where the 
statement is available. At its option, an 
institution may include the location in 
its notice.

§ 203.6 Enforcem ent
(a) Administrative enforcement. A 

violation of the act or this regulation is 
subject to administrative sanctions as 
provided in section 305 of the act. 
Compliance is enforced by the agencies 
listed in Appendix A of this regulation.

(b) Bona fide errors. An error in 
compiling or recording loan data is not a 
violation of the act or this regulation if it 
was unintentional and occurred despite 
the maintenance of procedures 
reasonably adapted to avoid such 
errors.
A ppendix A — Form  and Instructions for 
L oan /A p plication  R egister

L oan /A p p lication  R egister Form

Public reporting burden for this collection  
of inform ation is estim ated  to  v ary  from  10 to  
750 hours p er response, w ith a n  av erag e  of 
120 hours p er respon se, including tim e to  
g ath er and m aintain  the d ata  needed and to  
review  instructions an d  com plete the  
inform ation collection . Send com m ents  
regarding this burden estim ate o r an y  oth er 
asp ect of this collection  of inform ation.

including suggestions for reducing the burden, 
to S ecretary , Board  o f G overnors o f the  
F ed eral R eserve System , W ash in gton , DC 
20551; and to the O ffice o f Inform ation and  
Regulatory A ffairs, O ffice o f  M anagem ent 
an d  Budget, W ashington, DC 20503.

Instructions to  Lending Institutions

I. General
A . W h o M ust File a  Report

1. Subject to som e excep tion s that are  
discu ssed  below , banks, savings asso ciatio n s, 
credit unions, and oth er m ortgage lending 
institutions m ust com plete a  register listing 
d ata  about loan  applications receiv ed , loan s  
originated, and loan s p urchased  if o n  the  
preceding D ecem ber 31 the institution:

a . H ad a sse ts  of m ore than  $10  million, and
b. H ad  a  hom e or b ran ch  office in a  

“m etropolitan statistical a re a ”  o r a  “prim ary  
m etropolitan statistical a re a ” (both are  
referred  to in these instructions b y th e term  
"M S A ”).

Example: If on D ecem b er 3 1 ,1 9 8 9 , you h ad  
a  hom e o r a b ranch office in an  M SA  and  
your asse ts  exceed ed  $10 m illion, you m ust 
com plete a  register th at lists the h om e  
p urchase an d  hom e im provem ent loan s that 
you originate or p u rch ase during ca len d ar  
y e a r 1990, and also  lists ap plications th at did  
n ot result in an  origination.

2. You need n ot com plete a register— even  
if the tests  feu* a sse t size an d  location  a re  
m et— if y o u r institution is a  bank, savings  
association , or cred it union an d  it  m ad e no 
first-lien hom e p u rchase lo an s on one-to-four 
fam ily dwellings in the p receding ca len d ar  
year.

3. You n eed  n ot com p lete a  reg ister— even  
if the tests  for asse t size an d  locatio n  are  
m et— if your institution is  a  for-profit 
m ortgage lender (other than  a bank, savings  
association , or credit union) an d  the hom e  
p urchase loan s th at you originated  in the  
preceding y e a r cam e to le ss  th an  10 p ercen t 
of your total loan  volum e, m easu red  in 
dollars.

4. If you are  a  for-profit m ortgage lend er 
(oth er than  a bank, savings asso ciatio n , o r  
credit union) the a sse t test is b ased  on the 
com bined asse ts  o f your institution an d  any  
p aren t corporation .

5. If you are  the su bsidiary  of a  bank o r  
savings asso ciatio n  you m ust com plete a  
sep arate  register for you r institution and  
subm it it, d irectly  or through your p aren t, to  
the agency th at supervises y o u r paren t.

B. Institutions E xem p ted  From  H M DA

Institutions that a re  sp ecifically  exem p ted  
by the Fed eral R eserve B oard  from  com plying  
w ith fed eral law  b ecau se  they are  co vered  by  
a sim ilar state  law  on m ortgage loan  
disclosures m ust use the d isclosu re form  
required by their sta te  law .

C. Form at

1. Y ou m ust use the form at o f this loan /  
application register, but you a re  not required  
to use the form  itself. F o r exam p le, you m ay  
produce a  com puter printout instead . The  
layout m ust conform  exactly , h ow ever, to  
th at of this register, including the o rd er of 
colum ns, colum n headings, e tc . O r you m ay  
subm it the d ata  in m achin e-read ab le form  
(see paragrap h  DJZ. below ).

2. Th e required d ata  a re  to be entered  in 
the register for each  loan  origination, each  
application  acted  upon during the calen d ar  
year, and each  loan  purchased . Your 
institution will h ave to d ecid e on the 
procedure it w an ts to follow — w hether to  
begin entering the required d a ta  w hen an  
application is received , or to en ter the d ata  
w hen final action  is taken (such  a s  w hen a  
loan  goes to closing or an  application  is 
denied). K eep in mind th at an  application  is 
to be reported  in the calen d ar y e a r w hen  
final action  is taken. L oan originations a re  to  
be reported  in the y e a r they go to closing; do 
not report applications for loan s that h ave  
b een approved but that h ave  not yet gone to  
closing at year-end .

3. You r institution m ay use sep arate  
registers a t different b ran ches, or sep arate  
registers for different loan  types (such  a s  for 
hom e p urchase o r hom e im provem ent loans, 
o r for loan s on multifamily dw ellings). But 
you m ust subm it the registers to your 
supervisory agen cy  at one package, w ith the 
prescrib ed  transm ittal sheet, and an  officer of 
your institution m ust certify to the accu ra cy  
o f the d ata .

4 . Entries need not be grouped by M SA, or 
chronologically, o r b y cen sus tra c t  num bers, 
or in an y  oth er p articu lar order. But m ake  
sure the application  or loan  num bers 
(discu ssed  under p aragrap h  IL C .l.a . below ) 
are  unique. If sep arate  registers are  being 
m aintained in various b ran ch es, your 
institution could ad d  a  letter cod e to identify 
different b ran ches, o r assign  series of 
num bers to  each  branch, to avoid  duplicate 
num bers.

5. N um ber each  p age o f you r report, 
indicating the total num ber o f p ages (for 
exam p le, "P ag e  1 of 24”).

D. Subm ission o f R eport; R elease of 
D isclosure S tatem en ts

1. Y ou  m ust subm it the register to the office 
specified  by your federal supervisory agency  
no la te r than  M arch  1 following the calend ear 
y e a r for w hich the d ata  a re  com piled. A  list 
of the agencies ap p ears a t the end o f these  
instructions.

2. Institutions are  en couraged  to subm it 
(jata in m achine-read able form . C on tact your 
fed eral su pervisory  agency for inform ation  
regarding electron ic subm ission.

3. If you subm it your register in hard  copy, 
you m ust send tw o copies.

4 . Th e FFIEC  (Fed eral F in an cial Institutions 
E xam ination  Council) will p rep are a  
disclosure statem ent from  the d ata  that you  
subm it. Y ou r disclosure statem ent will be  
returned to you a t  the ad d ress that you  
indicate on the tran sm ittal sh eet. W h en  you  
receive th at disclosure statem en t you m ust 
m ake a  co p y  availab le  for inspection by the 
public w ithin 30 calen d ar d ays. Y ou  m ust 
m ake it av ailab le  a t  your hom e office and, if 
you h av e  p hysical b ran ch  offices in other 
M SA s, a t one b ran ch  office in each  o f those 
M SA s. (Y o u r agen cy  ca n  provide you with 
H M DA p osters th at you can  u se to inform the 
public of the availab ility  o f your disclosure  
statem ent.)
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II. Completion o f Register
A. D ata to  be show n

1. Show  the d ata  on hom e p u rchase and  
home im provem ent loan s th at you originated  
(or that w ere originated in your n am e) and  
loans that you purchased  during the calen d ar  
y ear covered  by the re p o rt  R eport these data  
even if the loan s w ere  subsequently sold. 
Include refinancings of hom e purchase loans.

2. For these sam e types of loans, show  the 
data for applications that did not result in 
originations— for exam p le, applications that 
your institution denied or that the applicant 
w ithdrew  during the ca len d ar y e a r covered  
by the report. Include applications that w ere  
received in the previous calen d ar y e a r but 
not acted  upon until the calen d ar y ear  
covered  by the register.

B. D ata to be exclud ed

Do not rep ort the following loans or  
applications for loans:

1. Loans that, although secu red  by real 
estate , are  m ade for purposes oth er than  
home purchase, hom e im provem ent, or 
refinancing (for exam ple, do n ot report a  loan  
secured  by residential real p roperty  for 
purposes o f financing college tuition, a 
vacation , o r business operations);

2. Loans receiv ed  in a fiduciary cap acity  
(for exam ple, b y  your trust departm ent);

3. Loans o n  unim proved land;
4. C onstruction o r bridge loans and oth er 

tem porary financing;
5. Th e p u rchase of an  interest in a  pool of 

loans (such as m ortgage-participation  
certificates); or

6. Th e p urchase solely o f the right to  
service loans.

C. Item ization o f D ata

You r loan /ap p lication  register m ust include 
the following:

1. Application or loan information, a. 
Application or loan number. E n ter an  
identifying num ber or cod e that can  be used  
later to retrieve the loan  o r application  file. It 
can  be any num ber o f your choosing (not 
exceeding 25 ch aracters ). Y ou  m ay use  
letters, num erals, o r a  com bination  o f both.
But m ake sure th at all num bers a re  unique 
within your institution. If your register 
contains d ata  for b ran ch  offices, for exam ple, 
you could use co d es to  identify the loans or  
applications o f p articu lar b ran ches, o r could  
assign certain  series o f num bers to p articu lar  
branches to avoid  duplicate num bers.

b. Date application received  E n ter the d ate  
the loan  application w a s  received  by your 
institution by m onth, d ay, an d  year, using 
num erals (for exam p le, 0 2 /2 8 /9 0 ) . O r if your 
institution norm ally record s the d ate  show n  
on the application form, you m ay use that 
date. E n ter “N A M for loan s p urchased by your 
institution.

c . Type. In d icate the type o f loan  (or loan  
application) by entering the applicable cod e  
from the following:

1—  Conventional (an y  loan oth er than FH A , 
VA or Fm H A  loan s)

2—  FH A -insured (Fed eral Housing 
A dm inistration)

3—  V A -guaranteed  (V eteran s’ 
Adm inistration)

4—  Fm H A -lnsured (Farm ers H om e  
Adm inistration)

d. Purpose. Indicate the purpose of the loan 
or application by entering the applicable code 
from the following:

1— Home purchase (one-to-four family)
2— Home improvement (one-to-four family)
3— Refinancing (home purchase, one-to- 

four family)
4— Multifamily dwelling (home purchase, 

home improvement, and refinancings)
e. Explanation o f purpose codes. C od e 1: 

H om e p u rch ase
i. This code applies to loans made, and to 

applications for loans, for the purpose of 
purchasing a residential dwelling for one to 
four families, if the loan is secured by a lien.

ii. At your option, you may use code 1 for 
loans that are made for home improvement 
purposes but are secured by a first lien, if you 
normally classify such first-lien loans as 
home purchase loans.

Code 2: Home improvement i. Code 2 
applies to loans and applications for loans 
that (1) the borrowers have said will be used 
for repairing, rehabilitating, or remodeling 
one-to-four family residential dwellings, and 
(2) are recorded on your books as home 
improvement loans.

U. Report both secured and unsecured 
loans.

iii. At your option, you may record a home 
equity line of credit as a home improvement 
loan if the borrower or applicant indicates at 
the time of application or when the account is 
opened that some portion of the proceeds will 
be used for home improvement. (For such 
credit lines, under “Amount” in paragraph g. 
below, enter only that portion of the line 
which the borrower or applicant indicates 
will be for home improvement purposes.) 
Report only in the year the line is established.

Code 3: Refinancings, i. Use this code only 
for refinancings of home purchase loans on 
one-to-four family residential dwellings.

ii. Use this code whether or not you were 
the original creditor on the loan being 
refinanced, and whether or not the 
refinancing results in an increase in the 
outstanding principal.

iii. Report the full amount of a refinancing 
if more than 50 percent of the loan proceeds 
is for home purchase or home improvement. 
You may treat the amount that is equivalent 
to the unpaid principal of the original loan as 
being for home purchase.

Code 4: M ultifamily dwelling. L Use this 
code for loans and loan applications on 
dwellings for five or more families, including 
home purchase loans, refinancings, and loans 
for repairing, rehabilitation, and remodeling 
purposes.

ii Do not use this code for loans on 
individual condominium or cooperative units; 
use codes 1, 2, or 3 for such loans, as 
applicable.

f. Occupancy. Use the applicable code to 
indicate whether the property to which the 
loan or loan application relates is to be 
owner-occupied as a principal dwelling.
1—  O w n er-occu p ied  a s  a  p rin cip al dw elling
2— Not owner-occupied
3— Not applicable

L Use code 2 for loans on second homes or 
vacation homes, as well as on rental 
properties.

ii. Use code 2 only for nonoccupant loans 
or applications related to one-to-four family

dwellings (including individual condom inium  
o r coop erative units).

iii. U se cod e 3 if the property to w hich the 
loan  relates is a  multifamily dwelling; is not 
located  in an  M SA; o r is located  in an  M SA  
in w hich your institution h as neither a  hom e 
n or a  branch office.

iv. F o r purchased loans, you m ay assum e  
that the property will be ow ner-occupied  a s  a  
principal dwelling unless the loan  docum ents 
o r application con tain  inform ation to the 
con trary .

g. Amount E n ter the am ount o f the loan  or 
application. Round to the n earest thousand  
($500 should be rounded up to $1,000). Show  
in term s o f thousands; for exam p le, a  loan  for 
$167,300 should be en tered  a s  167.

1. F o r hom e purchase loans that you  
originate, "am oun t” m eans the original 
principal am ount o f the loan. F o r hom e 
p urchase loan s that you purchase, “am ount” 
m ean s the unpaid principal b alan ce  o f the 
loan  a t the tim e o f purchase.

U. F o r hom e im provem ent loan s (both  
originations an d  p urchases), you  m ay include 
unpaid finance ch arges in the am ount if that 
is how  you record  such  loan s on your books.

iii. F o r lines o f credit secu red  by hom e 
equity, include only that portion o f the line 
indicated  by the applicant o r b orrow er at the 
tim e the application  is m ad e o r w hen the 
acco u n t is opened a s  being for the purpose of  
hom e im p rovem en t Report only in  the y e a r  
the line is established.

iv. F o r a  loan  application  that w as denied  
o r w ithdraw n, en ter the am ount applied for.

v . If you offered to lend less than  the 
ap plican t applied for, en ter the am ount o f the 
loan  if the offer w as accep ted , en ter the 
am ount initially applied for.

2. Action taken. In d icate the type of action  
taken on the application o r loan  by using the 
following cod es:
1—  L oan  originated
2—  A pplication  approved but not accep ted  by

applicant
3—  A pplication denied
4—  A pplication  w ithdraw n
5—  File closed  for incom pleteness
6—  Loan p urchased  by your institution

a. Type o f action taken. Do not report any  
loan  application still pending a t  the end o f  
the calen d ar year. You will rep ort that 
applicaton  in your register for the y e a r final 
actio n  is taken.

i. U se  co d e 2  w here an  application  has  
been approved by you, but w here the 
ap plican t fails to respond to your notification  
o f approval o r your com m itm ent letter within  
the specified time.

ii. U se co d e 4 only w hen an  application  h as  
been exp ressly  w ithdraw n by the applicant.

iii. U se  co d e 5  if you sen t a  w ritten  n otice  
of incom pleteness under § 202.9(c) of  
Regulation B (Equal C redit O pportunity) and  
if the applicant failed to respond to your 
request for additional inform ation within the 
period o f tim e specified in your notice.

b. Date. E n ter the d ate  by m onth, day, and  
year, using num erals (for exam p le, 0 2 /2 8 /9 0 ) .

i. F o r loans originated, en ter the settlem ent 
or closing d ate .

ii. F o r ap plications denied, applications  
approved but not accep ted  by the applicant, 
and files closed  for incom pleteness, en ter the
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d ate  th at the action  w as taken by your 
institution or the d ate  the notice w as sen t to  
the applicant.

iii. F o r applications w ithdraw n, en ter the 
d ate that you received  the applicant’s exp ress  
w ithdraw al; or you m ay en ter the d ate  show n  
on the notification from the applicant, in the 
ca se  of a  w ritten  w ithdraw al.

3. Property location. In  th ese  co lu m n» you 
w ill en ter the ap p licab le  co d es fo r the M SA , 
sta te , county, an d  cen su s tra ct lo ca tio n s for 
th e prop erty to  w h ich  a  lo an  re la te s . (S ee  
p aragraph  e. b e lo w  for treatm en t o f lo an s on 
prop erty ou tsid e the M S A s in  w h ich  you h av e 
o ffices.)

a. MSA. F o r each  loan  o r loan  application, 
indicate the location  of the property by the 
M SA  num ber. E n ter only the M SA  num ber, 
not the M SA  nam e. M SA  boundaries a re  
defined by the U .S. O ffice o f M anagem ent 
an d  Budget; u se  the boundaries th at w ere in 
effect on Jan u ary 1 o f the calen d ar y e a r for 
w hich you are  reporting.

b . State and county. U se  the tw o-digit 
n u m erical cod e fo r s ta te  an d  th e three-d igit 
n u m erical cod e fo r cou n ty  a v a ila b le  from  
your reg ional sup ervisory  agency . U se  only 
th ese  e sta b lish ed  co d es. D o n ot u se the 
ab b rev ia tio n s used  b y  the U .S. P o sta l Se rv ice .

c. Census tract Indicate the cen sus tra c t  in 
w hich the property is located .

i. E n ter th e co d e “N A ” if  the p rop erty is  
lo ca te d  in  a n  a re a  n o t divided in to  cen su s 
tra c ts  on  the U .S . C en su s B u reau ’s cen su s- 
tra ct outline m aps (se e  p a ra g ra p h s , b elow ).

if. If the property is located  in a  county  
w ith a  population of 30,000 o r less in the 1980  
cen sus, en ter “N A ” o r en ter the cen sus tra c t  
num ber. T o determ ine population, use the 
C ensus Bureau’s P C 8 0 -1 -A  population series  
even  if the population h as in creased  ab ove
30,000 since 1980.

d. Census tract number. T o determ ine the 
cen sus tra ct num ber, consult the U .S. C ensus  
Bureau’s cen sus tra ct outline m aps. Y ou m ust 
use the m aps from  the C ensus Bureau’s  
P H C 80-2  series for the 1980 census, or 
equivalent 1980 cen sus d ata  from the C ensus 
Bureau (such  a s  G BF/D IM E files) or from a  
private publisher. Y ou  w ill continue to use  
the m ap s in the 1980 series until you are  
ad vised  differently by your supervisory  
agency, even  if m ore cu rrent m aps are  
availab le.

e. Outside-MSA. F o r loan s on property  
located  outside the M SA s in w hich you h ave  
a  hom e o r b ran ch  office (or outside any  
M SA ), you m ay either en ter the cod e “N A ” in 
the M SA, state , county, an d  cen sus tra c t  
colum ns or en ter the d ata . K eep in mind th at 
if you are  a  for-profit m ortgage lending 
institution (other than  a  bank, savings  
association , o r credit union) and (1) you  
received  five o r m ore loan  applications or (2) 
originated o r p urchased five o r m ore hom e 
p urchase or hom e im provem ent loan s in an  
M SA  in the preceding year, you must 
complete these colum ns b ecau se  you are  
con sid ered  to h ave  a  b ran ch  office in that 
M SA, w hether o r not you h ave a  physical 
office there.

4. Race or national origin, sex, and income. 
A ppendix B of Regulation C  con tains  
instructions for the collection  o f d ata  on ra ce  
o r national origin an d  se x , and also  con tains  
a  sam ple form  for d ata  collection . Y ou  m ay

also  use the form  that you use to obtain  d ata  
on ra ce  o r national origin and s e x  under 
§ 202.13 of Regulation B.

a . Applicability. Y ou  m ust rep ort this 
inform ation concerning ap plican ts for loans  
th at you originate and applications th at you  
receive.

i. Y ou  need n ot co llect o r rep ort this 
inform ation for loans purchased ; if you  
ch oose not to, en ter the ap prop riate  cod e  
specified in the lists under p aragrap hs c ., d., 
and e. b elow  for “n ot applicable.”

ii. If your institution is a  bank, savings 
association , or credit union th at h ad  a sse ts  of  
$30 million o r less on the preceding D ecem ber 
31, you m ay— but need not-—co llect and  
rep ort these d ata . If you ch oose n ot to, en ter 
the appropriate cod es specified in the lists  
under paragraphs c., d., an d  e. b elow  for “n ot 
applicable.”

iii. If the b orrow er o r ap plican t is not a  
n atural person (a corp oration  o r  partnership, 
for exam p le), use the appropriate cod e under 
paragrap hs c., d., and e. b elow  for “n ot 
applicable.”

b. Telephone and m ail applications. A ny  
application form s m ailed  to all applicants  
m ust con tain  a  collection  form  sim ilar to that 
show n in A ppendix B , and you m ust record  
the d ata  on ra ce  or n ational origin and se x  if 
the applicant provides it. If the applicant 
ch o oses n ot to  provide the d ata , en ter the 
applicable cod e num ber for “inform ation not 
provided by applicant in m ail o r telephone  
application” under paragrap hs c . an d  d. 
below .

c . Race or national origin o f borrower or 
applicant

U se the following co d es to in d icate the  
ra c e  o r national origin o f the ap plican t or 
b orrow er under colum n “A ” an d  o f an y co
applicant or co -b orrow er under colum n “C A .” 
If there is m ore than  one co-app lican t, 
provide this inform ation only for the first co 
ap plican t listed on the application  form .
1—  A m erican  Indian or A lask an  N ative
2—  A sian  or Pacific Islan der
3—  Black
4—  H ispanic
5—  W h ite  
8— O ther
7—  Inform ation n ot provided b y  ap plican t in

m ail or telephone application
8—  N ot applicable

d. Sex o f borrower or applicant U se the  
following cod es to  in d icate the se x  of the  
applicant or b orrow er under colum n “A ” and  
of any co-app lican t or co -b o rro w er under 
colum n “C A .” If there is m ore than  one co 
applicant, provide this inform ation only for 
the first co-app lican t listed  on the application  
form:
1—  M ale
2—  Fem ale
3—  Inform ation not'provided by ap plican t in  

m ail o r telephone application
4—  N ot applicable.

e. Income. E n ter the incom e th at your 
institution relied upon in making credit 
decision.

i. Round all dollar am ounts to the n earest  
thousand (round $500 up. to the n ext $1,000), 
an d  show  in term s of thousands. F o r  
exam ple, $35,550 should be rep orted  a s  36.

ii. F o r loans on multifam ily dw ellings, en ter  
“N A .”

iii. If no income is asked for or relied on in 
the credit decision (such as in “no income 
verification” type loans), enter “NA.”

5. Type o f purchaser. For loans originated 
or purchased and then sold within the same 
calendar year, enter the applicable code to 
indicate the secondary market entity:
0— Loan was not sold in calendar year 

covered by register
1 — FNMA (Federal National Mortgage 

Association)
2— GNMA (Government National Mortgage 

Association)
3— FHLMC (Federal Home Loan Mortgage 

Corporation)
4— FmHA (Farmers Home Administration)
5— Commercial bank
6— Savings bank or savings association
7— Life insurance company
8— Affiliate institution
9— Other type of purchaser

a. If you originated or purchased a loan and 
did not sell the loan that same calendar year, 
enter code 0.

b. If you sell a loan in a succeeding year, 
you need not report the sale.

c. If you conditionally assign a loan to 
GNMA in connection with a mortgage- 
backed security transaction, use code 2.

d. Loans “swapped” for mortgage-backed 
securities are to be treated as sales; enter the 
type of entity receiving the loans that are 
swapped as the purchaser.

e. Use code 8 for loans sold in the same 
year to an institution affiliated with you, such 
as a subsidiary or a parent corporation.

8. R easons fo r  denial. You need not enter 
the reasons for the denial of an application. 
But if you wish to do so, you may indicate up 
to three reasons by using the following codes:
1—  D ebt-to-incom e ratio
2— Employment history
3— Credit history
4— Collateral
5— Insufficient cash (downpayment, closing 

costs)
6—  Unverifiable inform ation
7— Credit application incomplete
8—  M ortgage insu ran ce denied
9— Other

If your institution uses the model form for 
adverse action supplied in the appendix to 
Regulation B (Form C-l in Appendix C,

. Sample Notification Form, which offers some 
20 reasons for denial), the following list 
shows which codes to use.

a. Use code 1 for: Income insufficient for 
amount of credit requested, and Excessive 
obligations in relation to income.

b. Use code 2 for: Temporary or irregular 
employment, and Length of employment

c. Use code 3 for: Insufficient number of 
credit references provided; Unacceptable 
type of credit references provided; No credit 
file; Limited credit experience; Poor credit 
performance with us; Delinquent pa3t or 
present credit obligations with others; 
Garnishment, attachment, foreclosure, 
repossession, collection action, or judgment; 
and Bankruptcy.

d. Use code 4 for: Value or type of 
collateral not sufficient.

e. Use code 6 for: Unable to verify credit 
references, Unable to verify employment,
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Unable to verify incom e, and U nable to verify  
residence.

f. Use code 7 for: C redit application  
incom plete.

g. Use code 9 for: Length o f resid ence, 
Tem porary resid ence, and Other.

I ll Federal supervisory agencies
Send your loan /ap p lication  register and  

direct any questions to the office of your 
federal supervisory agency specified below .
If you are  the subsidiary of a  bank, savings  
association, or credit union, send the register 
to the supervisory agency for your parent 
institution.

National banks and their subsidiaries. 
District office of the O ffice of die Com ptroller 
of the C urrency serving the district in w hich  
the national bank o r subsidiary is located .

State member banks o f the Federal 
Reserve System, their subsidiaries, and 
subsidiaries o f bank holding companies. 
Fed eral R eserve Bank serving the d istrict in 
w hich the s ta te  m em ber bank or subsidiary is 
located .

Nonmember insured banks (except for 
federal savings banks) and their subsidiaries. 
Regional D irector of the Fed eral D eposit 
In su ran ce Corporation for the region in w hich  
the bank or su bsidiary  is located .

Savings institutions insured under the 
Savings Association Insurance Fund o f the 
FDIC; federally-chartered savings banks 
insured under the Bank Insurance Fund o f 
the FDIC (but not including state-chartered 
savings banks insured under the Bank 
Insurance Fund), their subsidiaries, and

subsidiaries o f savings institution holding 
companies. T o the D istrict or oth er office 
specified by the O ffice o f Thrift Supervision.

Credit unions. N ational Credit Union  
A dm inistration, O ffice of E xam ination  and  
Insurance, 1776 G S treet, N W ., W ashington, 
DC 20456.

Other depository institutions. Regional 
D irector of the Fed eral D eposit Insurance  
C orporation  for the region in w hich the 
institution is located .

Other mortgage lending institutions. 
Assistant Secretary for Housing, HMDA 
Reporting—Room 9233, U.S. Department of 
Housing and Urban Development, 451 7th 
Street, SW., Washington, DC 20410.
BI LUNG CODE 6210-01-M
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FormFRHMDA-LAR
OMB No. 7100-0247. Approval expiras Decambar 31 ,1902

LOAN/APPLICATION REGISTER Control Number (agency use only)

TRANSMITTAL SHEET I I I I I I  I I I .Li-LI
You must complete this transmittal sheet (please type or print) and attach It to the Loan/Appllcatlon Register, 
required by the Home Mortgage Disclosure Act, that you submit to your supervisory agency.

The Loan/Application Register that is attached covers activity during 19------and contains a total of------ pages.

Enter the name and address of your institution. The disclosure statement that is produced by the Federal Financial 
Institutions Examination Council will be mailed to the address you supply below.

Enter the name and telephone number of a person who may be contacted If questions arise regarding your report.

Name

Address

City, State, ZIP

Name Telephone Number

If your Institution is a subsidiary of another institution or corporation, enter the name of your parent:

Name

Address

City, State, ZIP

Enter the name and address of your supervisory agency:

Name

Address

City, State, ZIP

An officer of your institution must complete the following section.

I certify to the accuracy of this report.

Name of Officer Signature Date



LO
A

N
/A

PP
LI

CA
TI

O
N

 R
EG

IS
TE

R
 

P
ag

e_
__

__
o

f_
__

__
_ 

Fo
rm

 f
r

 h
m

d
a

-l
a

r

N
am

e 
of

 R
ep

or
tin

g 
In

st
itu

tio
n-

---
---

---
---

---
---

---
---

---
---

---
---

---
---

---
---

---
---

---
---

---
---

 
---

---
---

---
---

---
---

---
---

---
---

---
---

---
---

---
--

---
---

---
---

---
---

---
---

---
---

---
--

 
C

on
tro

l n
um

be
r 

(a
ge

nc
y 

us
e 

on
ly

)

LI
 

1 
II

 
1 

1 
1 

I 
1 

l-l
 

I
Af

Lo
a»p

lic
at

io
n 

or
 

n 
In

fo
rm

at
io

n
Ac

tio
n 

Ta
ke

n
Pr

op
er

ty
 L

oc
at

io
n

Ap
pl

ic
an

t I
nf

or
m

at
io

n 
A

 a
 A

pp
lic

ar
« 

CA
 a

 C
o-

Ap
pl

ic
an

t

Re
as

on
(s

)
fo

r
D

en
ia

l
(O

pt
io

na
l)

Ap
pl

ic
at

io
n 

or
 

Lo
an

 N
um

be
r

D
at

e
Ap

pl
ic

at
io

n
Re

ce
iv

ed
(m

m
/d

d/
yy

)
Ty

pe
Pu

rp
os

e
O

cc
u

pa
nc

y

Am
ou

nt
in

th
ou


sa

nd
s

Ty
pe

D
at

e
(m

m
/d

d/
yy

)
M

SA
Nu

m
be

r
St

at
e

Co
de

Co
un

ty
Co

de
Ce

ns
us

Tr
ac

t

Ra
ce

 o
r 

Na
tio

na
l O

rig
in

Se
x

In
co

m
e

in
Ty

pe
 o

f 
Pu

rc
ha

se
r 

of
 L

oa
n

A
CA

A
CA

th
ou


sa

nd
s

Federal Register / Vol. 54. No. 240 / Friday, D ecem ber 1 5 ,1 9 8 9  / R ules and Regulations 51369



L
O

A
N

/A
P

P
L

IC
A

T
IO

N
 R

E
G

IS
T

E
R

 
1

U
se

 th
e 

fo
llo

w
in

g 
co

de
s 

to
 c

om
pl

et
e 

th
e 

Lo
an

/A
pp

lic
at

io
n 

R
eg

is
te

r. 
Th

e 
in

st
ru

ct
io

ns
 e

xp
la

in
 th

e 
pr

op
er

 u
se

 o
f e

ac
h 

co
de

.

A
pp

lic
at

io
n 

o
r 

Lo
an

 in
fo

rm
at

io
n

A
pp

lic
an

t I
nf

or
m

at
io

n
Ty

pe
 o

f P
ur

ch
as

er

Ty
pe

:
R

ac
e 

or
 N

at
io

na
l O

rig
in

:
0 

- 
Lo

an
 w

as
 n

ot
 so

ld
 in

 ca
le

nd
er

 y
ea

r

1 
- 

Co
nv

en
tio

na
l (

an
y 

lo
an

 o
th

er
 th

an
 F

H
A,

1 
- 

Am
er

ica
n 

In
di

an
 o

r A
la

sk
an

 N
at

iv
e

co
ve

re
d 

by
 re

gi
ste

r
1 

- 
FN

M
A 

(F
ed

er
al

 N
at

io
na

l M
or

tg
ag

e A
ss

oc
ia

tio
n)

VA
 o

r F
m

H
A 

lo
an

s)
2 

- 
As

ia
n 

or
 P

ad
fic

 Is
la

nd
er

2 
- 

GN
M

A 
(G

ov
er

nm
en

t N
at

io
na

l M
or

tg
ag

e
2 

- 
FH

A-
in

su
re

d 
(F

ed
er

al
 H

ou
sin

g
3 

- 
Bl

ac
k

A
ss

oc
ia

tio
n)

Ad
m

in
ist

ra
tio

n)
4 

- 
H

isp
an

ic
3 

~ 
FH

LM
C 

(F
ed

er
al

 H
om

e 
Lo

an
 M

or
tg

ag
e

3 
- 

V
A

-g
ua

ra
nt

ee
d 

(V
et

er
an

s A
dm

in
ist

ra
tio

n)
5

-W
hi

te
Co

rp
or

at
io

n)
4 

- 
Fm

H
A-

in
su

re
d 

(F
ar

m
er

s 
H

om
e

6
-O

th
er

4 
- 

Fm
H

A 
(F

ar
m

er
s H

om
e A

dm
in

ist
ra

tio
n)

Ad
m

in
ist

ra
tio

n)
7 

- 
In

fo
rm

at
io

n 
no

t p
ro

vi
de

d 
by

 ap
pl

ica
nt

5 
- 

Co
m

m
er

ci
al

 B
an

k
in

 m
ail

 o
r t

el
ep

ho
ne

 a
pp

lic
at

io
n

6 
-- 

Sa
vi

ng
s 

Ba
nk

 o
r S

av
in

gs
 A

ss
oc

ia
tio

n
Pu

rp
os

e:
8 

- 
No

t a
pp

lic
ab

le
7 

- 
Li

fe
 In

su
ra

nc
e C

om
pa

ny

1 
- 

H
om

e 
pu

rc
ha

se
 (o

ne
-to

-fp
ur

 fa
m

ily
)

Se
x:

8 
- 

Af
fil

iat
e i

ns
tit

ut
io

n
9 

- 
O

th
er

 ty
pe

 o
f p

ur
ch

as
er

2 
- 

H
om

e 
im

pr
ov

em
en

t (
on

e-
to

-fo
ur

 fa
m

ily
)

3 
- 

Re
fin

an
cin

g 
(h

om
e 

pu
rc

ha
se

, o
ne

-to
-fo

ur
1 -

 M
al

e
R

ea
so

ns
 fo

r 
D

en
ia

l
fa

m
ily

)
2 

- 
Fe

m
al

e
4 

- 
M

ul
tif

am
ily

 d
we

lli
ng

 (h
om

e 
pu

rc
ha

se
, h

om
e

3 
-- 

In
fo

rm
at

io
n 

no
t p

ro
vi

de
d 

by
 a

pp
lic

an
t

1 
- 

D
eb

t-t
o-

in
co

m
e 

ra
tio

im
pr

ov
em

en
t, 

an
d 

re
fin

an
cin

gs
)

in
 m

ail
 o

r t
el

ep
ho

ne
 ap

pl
ica

tio
n

2 
- 

Em
pl

oy
m

en
t h

ist
or

y
4 

- 
No

t a
pp

lic
ab

le
3 

- 
Cr

ed
it 

hi
sto

ry
O

cc
up

an
cy

:
4 

- 
Co

lla
te

ra
l

1 
- 

O
w

ne
r-o

cc
up

ie
d 

as
 a

 p
rin

cip
al 

dw
ell

in
g

5 
- 

In
su

ffi
cie

nt
 ca

sh
 (d

ow
np

ay
m

en
t, 

do
si

ng
 co

st
s)

6 
- 

Un
ve

rif
ia

bt
e i

nf
or

m
ati

on
2 

- 
N

ot
 o

w
ne

r-o
cc

up
ie

d
7 

- 
Cr

ed
it 

ap
pl

ica
tio

n 
in

co
m

pl
et

e
3 

-- 
N

ot
 ap

pl
ica

bl
e

8 
- 

M
or

tg
ag

e 
in

su
ra

nc
e d

en
ie

d

Ac
tio

n 
Ta

ke
n:

1 
- 

Lo
an

 o
rig

in
at

ed
2 

- 
Ap

pl
ica

tio
n 

ap
pr

ov
ed

 b
ut

 n
ot

 a
cc

ep
te

d 
by

ap
pl

ica
nt

3 
- 

Ap
pl

ica
tio

n 
de

ni
ed

4 
-- 

Ap
pl

ica
tio

n 
w

ith
dr

aw
n

5 
- 

Fi
le

 d
os

ed
 fo

r i
nc

om
pl

et
en

es
s

9 
—

 O
th

er

6 
- 

Lo
an

 p
ur

ch
as

ed
 b

y 
yo

ur
 In

sti
tu

tio
n

BI
LL

IN
G 

CO
D

E 
62

10
-0

1-
C

51370 Federal Register /  Vol. 54, No. 240 /  Friday, December 15,1989 /  Rules and Regulations



Federal Register /  Vol 54, No. 240 /  Friday, December 15, 1989 /  Rules and Regulations 51371

Appendix B— Form  and instructions for d ata  
collection on ra ce  o r national origin and se x

/. Instructions on collection o f data on race or 
national origin and sex.
A. Form at.

You m ay list questions regarding the ra ce  
or national origin and se x  of the applicant on 
your loan application form, or on a  sep arate  
form that refers to the application. (See the 
sample form below  for recom m ended  
language.)

B. Procedures.

1. You m ust ask  for this inform ation, but 
cannot require the applicant to provide it.

2. If the ap plican t ch ooses not to provide  
the inform ation for an  application taken in 
person, note this fact on the form  and note  
the d ata , to the exten t possible, on the b asis  
o f visual observation  or surnam e.

3. Inform the applicant that the Federal 
governm ent is requesting this inform ation in 
ord er to m onitor com pliance w ith Federal 
statu tes th at prohibit lenders from  
discrim inating again st applicants on these  
b ases. Inform the applicant th at if the 
inform ation is not provided w here the 
application  is taken in person, you are  
required to n ote the d ata  on the b asis  of 
visual observation  or surnam e.

4. If an  application  is m ade entirely by  
telephone, you n eed not request this 
inform ation. A nd you need not provide the 
d ata  w hen you take an  application  by mail, if 
the applicant fails to an sw er these questions 
on the application form. You should indicate  
w hether an  application w as received  by m ail 
o r telephone, if it is not otherw ise evident on 
the face  of the application.

5. The “oth er” block is availab le only to the 
applicant w ho ch ooses to indicate som e other 
appropriate categ ory  for ra c e  or national 
origin. If com pleting the form  b ased  on visual 
observation , do not use this category; use one  
o f the oth er five categories.

II. Sample race or national origin and sex data collection form

INFORMATION FOR GOVERNMENT MONITORING PURPOSES

The following information is requested by the federal government for certain types of loans related to a dwelling 
in order to monitor the lender's compliance with equal credit opportunity, fair housing, and home mortgage 
disclosure laws. You are not required to furnish this information, but are encouraged to do so. The law pro
vides that a lender may not discriminate on the basis of this information, or on whether you choose to furnish 
it. However, if you choose not to furnish the information and you have made this application in person, under 
federal regulations the lender is required to note race or national origin and sex on the basis of visual 
observation or surname. If you do not wish to furnish the information, please check below.

APPLICANT: CO-APPLICANT:

□  1 do not wish to furnish this information □  1 do not wish to furnish this information

Race or National Origin: Race or National Origin:

□  American Indian, Alaskan Native
□  Asian, Pacific Islander
□  Black
□  Hispanic
□  White
□  Other (specify)

□  American Indian, Alaskan Native
□  Asian, Pacific Islander
□  Black
□  Hispanic
□  White
□  Other (specify)

Sex: Sex:

□  Female
□  Male

□  Female
□  Male
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By o rd er o f the Board  o f G overnors o f the 
Fed eral R eserve System , D ecem ber 11,1989. 
W illia m  W . W iles ,
Secretary o f the Board.
[FR Doc. 89-29240 Filed 12-12-89; 12:22 pm] 
BILLING CODE 6210-01-M

FEDERAL DEPOSIT INSURANCE 
CORPORATION

12 CFR Part 327

RIN 3064-AA96

Assessments

AGENCY: Federal Deposit Insurance 
Corporation.
ACTIO N: Final rule with request for 
comments.

s u m m a r y : The Board of Directors of the 
Federal Deposit Insurance Corporation 
(“FDIC”) is amending part 327 of its 
regulations, 12 CFR part 327, entitled 
“Assessments," in response to the 
requirements of the Financial 
Institutions Reform, Recovery, and 
Enforcement Act of 1989 ("FIRREA").
The final rule continues the existing 
procedures for filing certified statements 
and making assessment payments for 
insured banks. For insured savings 
associations, the final rule prescribes 
new procedures for filing certified 
statements and making assessment 
payments.
DATES: Effective December 15,1989. 
Written comments should be delivered 
not later than January 18,1990.
ADDRESSES: Written comments may be 
addressed to the Office of the Executive 
Secretary, Federal Deposit Insurance 
Corporation, 550-17th Street NW., 
Washington, DC, 20429.
FOR FURTHER INFO RM ATION CONTACT: 
William Farrell or Carole Edwards, 
Compliance Examination Unit, Division 
of Accounting and Corporate Services, 
Federal Deposit Insurance Corporation, 
550-17th Street NW., Washington, DC, 
20429, (202) 898-6564 or 416-2073.
SUPPLEMENTARY INFO RM ATION:

A. In General

The Federal Deposit Insurance Act 
(“FDI Act”), as amended by the FIRREA, 
requires the FDIC to assess all insured 
depository institutions. The FDIC’s 
assessment rules are set forth in part 327 
of the Code of Federal Regulations. The 
main provisions of part 327 speak only 
of insured banks. The FDIC must update 
these provisions to reach insured 
savings associations (“thrifts").

Except in three minor respects,1 the 
rules that apply to banks have not been 
changed. Banks will continue to prepare 
their own certified statements and 
compute their own assessments; they 
will continue to file the certified 
statements on the same dates; and they 
will continue to remit their payments by 
check.

Similarly, the new part 327 preserves 
the existing—but very different— 
procedures for assessing thrifts. The 
FDIC will continue to compute the 
amount of the assessment, and notify 
the thrift of the amount to be paid,2 as 
the Federal Savings and Loan Insurance 
Corporation (“FSLIC”) did in the past. 
Thrifts will continue to pay their 
assessments electronically through the 
Federal Home Loan Bank of Des Moines. 
The FDIC and the other two entities that 
assess thrifts—the Financing 
Corporation and the Resolution Funding 
Corporation—will allocate the proceeds 
of the assessments among themselves, 
once the proceeds are received by die 
Federal Home Loan Bank of Des Moines.

Although these two sets of procedures 
differ substantially from each other, the 
difference does not favor banks over 
thrifts nor thrifts over banks. Banks pay 
their assessments somewhat earlier than 
thrifts. But banks make their payments 
by paper check, and therefore enjoy 
some of the benefits of “float;” thrifts’ 
payments clear immediately. Moreover, 
while banks must sustain the burden of 
computing their own assessments, many 
banks will regard this as an advantage 
rather than the reverse. The FDIC 
computes the amounts assessed to 
thrifts, but thrifts are required to pay the 
amounts so computed— unless they are 
able to review the computations, correct 
them if necessary, certify the results, 
and notify the FDIC of the corrections, 
all by the end of the first month of the 
current semiannual period.

In other respects, the final rule 
extends the existing provisions of part 
327 to reach thrifts as well as banks. For 
example, it lets thrifts use experience 
factors in computing assessments; it 
describes in some detail (but does not 
alter) the mechanics of computing 
assessments; and it provides for the 
payment or charging of interest on 
overpaid or underpaid assessments.

1 One change affects banks that are considering 
the use of experience factors. The other two affect 
banks which either belong to the Savings 
Association Insurance Fund (‘‘S A IF ’) themselves, or 
that acquire a SAIF-member thrift pursuant to the 
section 5(d)(3) of the FDI Act (described below).

* The FDIC will provide notification to thrifts that 
file their quarterly call reports when they are due. 
Thrifts that file their call reports after the due date 
will not receive such notification.

B. Procedural Requirements

When an institution weighs the merits 
of buying a troubled or failing thrift, the 
purchaser must be able to determine the 
assessment costs it will incur as a result 
of taking over the thrift’s deposits. The 
FDIC considers that it is imperative to 
maintain stability and orderliness in the 
process of transferring the business of 
such thrifts to stronger hands. It is 
therefore necessary to establish clear, 
well-defined procedures that set forth 
the computation and payment of 
assessments, and to codify these 
procedures in regulations. Moreover, to 
facilitate transactions currently 
contemplated or in negotiation, it is 
necessary to adopt these procedures 
immediately.

For these reasons, it is 
impracticable—and contrary both to 
public interest and to the intent of the 
FIRREA—to incur the delay that the 
ordinary process of notice and public 
comment would entail. Hie FDIC is 
therefore issuing this rule as a final rule 
without notice and public comment 
(pursuant to 5 U.S.C. 553(b)(3)(B)) or a 
delayed effective date (pursuant to Id. 
553(d)(3)). Hie FDIC will, however, 
consider any public comments received 
by January 16,1990, in order to 
determine whether this final rule should 
be revised.
C. Provisions Affecting Banks

1. Banks That Belong to the SAIF
The FDIC recognizes that it is possible 

for a bank to belong to the Savings 
Association Insurance Fund (“SA IF’) 
rather than to the Bank Insurance Fund 
(“BIF”). Such a bank will not, in the 
ordinary course, be one that is already 
engaged in the business of banking. 
Rather it will be a converted SAIF- 
member thrift [e.g., a thrift that loses its 
status as a Qualified Thrift Lender), or a 
bank chartered for the express and 

. limited purpose of acquiring the assets 
and liabilities of a SAIF-member thrift.

The possibility further remains open 
that such a bank (and possibly even a 
thrift) may not wish to maintain a 
demand deposit account in a Federal 
home loan bank. Part 327 contemplates 
that SAIF members will pay their 
assessments electronically. Accordingly, 
to provide for such banks (and thrifts, if 
any), part 327 says that SAIF-member 
institutions must either maintain a 
demand deposit account with a Federal 
home loan bank, or, at the institution’s 
option, with a commercial bank that 
belongs to the Federal Reserve System, 
which account will be used for the 
purpose of making assessment 
payments.
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2. Banks Participating in Section 5(d)(3) 
Transactions

Section 5(d)(3) of the FDI Act 
(“Section 5(d)(3)”) speaks of 
transactions involving banks and thrifts 
that belong to the same holding 
company. This provision allows a BIF- 
member bank to acquire its sister thrift 
(under certain conditions).

After the bank has acquired the thrift, 
the bank’s assessments are computed in 
a special and unusual manner. Each 
semiannual assessment has two 
components:

—SAIF component. The first com ponent 
represents an  assessm en t on the deposits that 
the bank acq uires from the thrift, plus an  
artificial grow th fac to r for such d eposits.9 
The SA IF com ponent is com puted by  
determining the am ount of the deposits 
acquired a t the tim e of transfer, and then  
increasing that am ount each  se m iannual 
period either by the bank’s actu al grow th rate  
or by a  fac to r o f 7 p ercen t p er annum, 
w hichever is larger. The am out so determ ined  
is assessed  a t the SA IF rate , n ot a t the BIF  
rate. The proceed s a re  deposited into the 
SAIF.

—BIF component. The secon d  com ponent 
represents an  assessm en t on its “ordinary” 
deposits— ie ., its assessm en t b ase minus the 
SAIF com ponent.4 The BIF com ponent is 
assessed  a t the ordinary BIF rate ; the 
proceeds are  deposited into the BIF.

The FIRREA specifies that the amount 
of the deposits “acquired by such bank” 
in connection with a Section 5(d)(3) 
transaction must be determined at the 
time of the transaction. The FDIC 
considers that the deposits that the bank 
"acquires” are those that the bank can 
expect to retain. When the transaction 
involves a healthy thrift, the retained 
deposit base will be the entire amount 
of the transferred deposits. When the 
transaction involves a thrift in 
conservatorship or receivership, 
however, the retained deposit base will 
be equal to 80 per cent of the thrift’s 
nonbrokered deposits under $80,000.

In a transaction involving a healthy 
thrift, the holding company controls the 
thrift’s business policies and the timing 
of the transaction. If the holding 
company wishes to retain the thrift’s 
interest-sensitive deposits, it can 
transfer them to the bank, and incur th e  
assessment costs prescribed under 
Section 5(d)(3). Alternatively, the 
holding company can delay th e

* These deposits include aK liabilities that are 
deposits” within the meaning of Section (3)(i) of 

the FDI Act. They are O i  limited to  “deposits” as 
reported on Thrift Financial Reports or on modified 
can reports. See below.

4 The SAIF component must always grow at 7 
percent per annum or more, withput regard for the 
actual fortunes of the acquiring bank. Accordingly, 
there may well be times when the SAIF component 
9 increasing and the BIF component is  decreasing.

transaction until the deposits mature, at 
which time the thrift may decline to 
renew them, thereby reducing the bank’s 
future assessments.

The case is quite different for a thrift 
in conservatorship or receivership. The 
conservator or receiver—not the bank’s 
parent company—controls the thrift’s 
business policies. The holding company 
may be willing to take over the thrift’s 
business, making use of a transaction 
under Section 5(d)(3). But the holding 
company may reject the strategy of 
paying high rates to attract deposits. 
Nevertheless, the conservator or 
receiver—for reasons of administrative 
efficiency-m ay require the bank to 
accept all the thrift's deposits as a 
condition of the transfer. Under these 
conditions, a significant number of such 
deposits will vanish from the bank as 
soon as they mature.

The FDIC considers that it makes no 
sense to require the bank to continue to 
pay assessments on such "phantom” 
deposits. Moreover, such a requirement 
would impair the FDIC’s ability to 
transfer the business of such thrifts to 
healthy enterprises, to the detriment of 
the communities they serve. The FDIC is 
therefore excluding such deposits from 
the category “deposits acquired by the 
bank," but only for thrifts that are in 
conservatorship or receivership.

One category of "phantom” deposit 
consists of brokered deposits.

Brokered deposits are generally 
sensitive to the interest rates paid on 
them, and are volatile. The acquiring 
bank will generally be unwilling to pay 
the rates that the thrift has been paying 
on such deposits. Accordingly, brokered 
deposits are almost certain to be 
withdrawn promptly.

The other category is a certain portion 
of the thrift’s ordinary deposits. Some of 
these deposits represent funds placed 
for interest-rate purposes, just as 
brokered funds generally do. But 
depositors often have other reasons for 
taking their money out of the acquiring 
bank as well. The FDIC’s experience 
shows that, on average, the acquiring 
bank will only be able to retain about 80 
percent of the thrift’s nonbrokered 
deposits under $30,000.

The FDIC particularly hopes to 
receive comment regarding this 
provision. Even if the provision is 
modified in response to comments, 
however, the FDIC will not recompute 
the "adjusted attributable deposit 
amount” for transactions consummated 
prior to the modification. Accordingly, 
banks that participate in such 
transactions can be sure that their 
estimate of future assessment costs will 
not be affected by later changes in part 
327.

Finally, when these banks file their 
certified statements, they must identify 
the amount subject to assessment at the 
rate applicable to BIF deposits and the 
amount applicable to SAIF deposits, and 
the assessments to be paid on each 
amount.

3. Experience Factors
Some banks’ accounting systems do 

not readily show the actual amounts of 
unposted debits and credits that are 
present on report dates. Part 327 allows 
banks to determine the amount of such 
debits and credits manually, over a two- 
year period, and then use the experience 
factors thus derived in computing their 
assessments.

In the past, banks computed their 
experience factors using data for the 
first day of the second month in each 
semiannual period. In addition, the 
deposit figures were based both on the 
general ledger deposits and on the 
adjusted deposits shown in the call 
report

The final rule simplifies the 
computation of experience factors.
Banks—and thrifts, should they use 
experience factors—will use data for the 
March and September reporting dates. 
Moreover, the deposit figures will only 
be based on general ledger deposits.

D. Provisions Affecting Thrifts

1. Reporting o f Deposits
Section 7 of the FDI Act—as amended 

by the FIRREA—says that every insured 
depository institution must file certified 
statements with the FDIC twice each 
year. The certified statement is due by 
the end of the first month following each 
semiannual period—i.e., by January 31 
and July 31 of each year. This 
requirement is new for thrifts.

The certified statement presents the 
institution’s average assessment base 
for the prior semiannual period. The 
average assessment base is derived 
from the institution’s quarterly reports of 
condition (“call reports”) for the two 
prior quarters, which are filed with the 
institution’s primary Federal supervisor. 
Accordingly, the certified statement— 
and the semiannual assessment—are 
inextricably linked to the call reports.

Section 7 also prescribes the 
information to be reported in the call 
reports. Many thrift’s data-collection 
procedures are not set up to provide all 
the required information, however. 
Instead they are designed to supply the 
information reported in the Thrift 
Financial Reports (“TFRs”) that FSLIC- 
insured thrifts used to file on a quarterly 
basis prior to the passage of the 
FIRREA. The TFRs differed significantly
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from the call reports. For example, the 
TFR category “deposits” did not include 
all the liabilities that are “deposits" 
under the FDI Act.8 Nor did the TFRs 
separate deposits into "demand 
deposits" and “time and savings 
deposits."

Thrifts will need to make changes in 
their data-collection procedures to 
prepare the call reports required under 
Section 7. The changes may require 
more than a few months to accomplish.

Acknowledging this difficulty, the 
Office of Thrift Supervision (“OTS”) has 
allowed thrifts to file reports for the 
third and fourth quarters of 1989 that 
are, in form, the same as the old TFRs.® 
Thereafter, the OTS will allow thrifts to 
file modified call reports for some 
period, but these new modified call 
reports will contain mòre information 
than the old TFRs.7

The FDIC will follow thé OTS’ lead. 
The FDIC will accept certified 
statements prepared on the basis of 
information presented in modified call 
reports; and the FDIC will compute the 
assessments on that basis as well.

At the same time, however, the FDIC 
will not automatically accept the 
classification given to liabilities in the 
modified call reports. The assessment 
base includes all deposits—as defined in 
Section 3(7) of the FDI Act—that are 
reported in the modified call reports. 
Accordingly, the FDIC will compute 
each thrift’s assessment base using all 
the information presented in such 
reports, regardless of whether the 
reports themselves classify a particular 
kind of liability as a "deposit” or 
otherwise.®

• For example, the TFRs classed "accrued interest 
payable" as “other liabilities," not as “deposits.” In 
addition, thrifts holding funds as escrow agent in 
connection with certain mortgage-servicing 
arrangements could report those funds as “other 
liabilities.” Both accrued interest payable and funds 
held as escrow agent have the status of “deposits” 
under the FDI Act, and are subject to assessment.

• The September and December TFRs have a 
separate line for reporting taxes and insurance 
collected on mortgage-servicing accounts. But they 
do not break out die principal of such accounts or 
the interest paid on them. Those amounts are 
subsumed in categories that may contain other 
nondepository liabilities as welL

1 The modified call reports to be filed in 1990 will 
have a separate line for reporting the principal and 
interest of all funds that thrifts hold as escrow 
agent

• When computing the assessment for the first 
semiannual period of 1990, the FDIC will include 
“accrued interest payable" and amounts relating to 
mortgage servicing arrangements in the assessment 
base. When computing the assessment for the 
second semiannual period of 1990, the FDIC will 
include “accrued interest payable” and all amounts 
relating to mortgage servicing arrangements in the 
assessment base—not just tax and insurance, but 
principle and interest as well.

Complete reporting, as currently 
required of BIF members, will be 
required of thrifts at a future date.
2. Form o f Thrift Certified Statements

Each thrift is responsible for 
submitting its own certified statement in 
a timely manner. But to streamline the 
assessment process, die FDIC will use 
the call-report information on file at the 
OTS to prepare a preliminary statement 
for any thrift that has filed its call 
reports when they are due. The FDIC 
will send the preliminary statement to 
each thrift for review.

Each thrift that receives a preliminary 
statement should check the figures 
provided by the FDIC against its own 
records, and should change anything 
that it considers incorrect. The thrift 
may then sign the preliminary statement 
and return it to the FDIC. The signed 
statement constitutes the thrift’s 
certified statement, which the thrift must 
return to the FDIC.

The FDIC-supplied statement is only 
provided as an accommodation to the 
thrifts, however. Each thrift remains 
obliged to prepare its own certified 
statement, without regard for whether 
the thrift has received a preliminary 
statement from the FDIC. Conversely, of 
course, each thrift retains the option of 
preparing its own certified statement 
independently of the preliminary 
statement if it prefers to do so.

3. Assessment Procedures
The final rule generally preserves the 

existing arrangements for collecting 
assessments from thrifts, but with some 
modifications that are necessary to 
accommodate the FDIC’s assessment 
schedule.

Thrifts will be required to pay their 
semiannual assessments on the sixth 
business day of February and August, 
through the Federal Home Loan Bank of 
Des Moines.

As a rule, the FDIC will compute 
thrifts’ assessments using the call-report 
data on file at the OTS. The FDIC will 
use quarterly call reports that the OTS 
has received by the end of January or 
July, whether or not filed timely. Thrifts 
must pay the amount that the FDIC has 
computed. If a thrift disagrees with the 
FDIC’s computation, the issue will be 
resolved afterward.

A thrift that files its call reports on 
time—and therefore receives a 
preliminary statement—has a special 
advantage, however. The thrift has a 
chance to review the FDIC’s 
computation and correct it. If the thrift 
amends the assessment figure shown on 
the preliminary statement, and notifies 
the FDIC of the amendment before 5

p.m., Eastern time, on the last business 
day of the first month,® the thrift may 
pay the amended amount rather than the 
amount computed by the FDIC.

Thrifts that have not filed their call 
reports by the end of January or July 
present a special problem. If such a 
thrift has filed its certified statement on 
time, the thrift must pay the amount it 
has reported at the same time and 
according to the same procedure as 
other thrifts; the FDIC will check its 
computation later on. If a thrift has 
failed to file a timely certified statement, 
it must pay its assessment when it does 
file such a statement, and is also subject 
to interest on the assessment.

A few thrifts have credits that 
exceeded the Transition Payment 
collected from them in September, 1989. 
When the FDIC provided for the 
Transition Payment, the FDIC 
contemplated that any such credits 
would be applied in equal parts to the 
semiannual assessments due in 1990.
The amount of the credits has proven to 
be minimal, however. Accordingly, the 
final rule provides that the entire 
amount of these credits will be applied 
to the first assessment due in 1990.

Other Matters
Regulatory Flexibility A ct Statement

The Final Rule will not have a 
significant economic impact on a 
substantial number of small entities. 
Accordingly, the provisions of the 
Regulatory flexibility Act relating to an 
initial and final regulatory flexibility 
analysis (5 U.S.C. 603 & 604) are not 
applicable.
List of Subjects in 12 CFR Part 327

Assessments, Banks, banking, Bank 
deposit insurance, Financing 
Corporation, Savings associations, 
Savings and loan associations.

The Board of Directors of the Federal 
Deposit Insurance Corporation revises 
part 327 of title 12 of the Code o f Federal 
Regulations as follows:

PART 327—ASSESSMENTS
Subpart A—In General
Sec.
327.1 Purpose and scope.
327.2 Certified statem en ts.

• The thrift must actually deliver the information 
to the FDIC by that time, however, and the FDIC in 
turn must formally confirm the receipt in writing. A 
thrift may notify die FDIC by electronic 
communication [e.g., fax), but the FDIC’s 
confirmation must be more than the mere 
acknowledgement of the transmission. The FDIC 
must notify the thrift that the amended information 
has been formally received. It is not necessary for 
the thrift to receive the FDIC’s confirmation for the 
confirmation to be effective.
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Sec.
327.3 Payment of semiannual assessments.
327.4 Average assessment base.
327.5 Experience factors.
327.6 Payment of assessments by depository 

institutions whose insurance status has 
terminated.

327.7 Payment of interest on delinquent 
assessment payments and assessment 
overpayments.

327.8 Definitions.
Subpart B—BIF Members
327.11 Scope.
327.12 Form of certified statement.
327.13 Payment of assessment.
Subpart C—SAIF Members
327.21 Scope.
327.22 Time for payment of assessment.
327.23 Manner of payment.
327.24 Certified statements.
Subpart D—Banks Participating in Section 
5(d)(3) Transactions
327.31 Scope.
327.32 Computation and payment of 

assessment.
327.33 Form of certified statement 

Authority: 12 USC1441,1441b, 1817-19

Subpart A—In General

§ 327.1 Purpose and scope.
(a )  Scope. T h is  p a r t  3 2 7  a p p lie s  to  a n y  

in su re d  d e p o s i to r y  in s titu tio n , in clu d in g  
a n y  in s u re d  b r a n c h  o f  a  fo re ig n  b a n k .

(b) Purpose. (1 )  E x c e p t  a s  s p e c if ie d  in  
p a ra g ra p h  (b )(2 )  o f  th is  s e c t io n , th is  p a r t  
3 2 7  s e ts  fo rth  th e  ru le s  fo r :

(1) T h e  tim e  a n d  m a n n e r  o f  filin g  
c e r tif ie d  s ta te m e n ts  b y  in s u re d  
d e p o s ito r y  in s ti tu tio n s ;

(ii) T h e  tim e  a n d  m a n n e r  o f  p a y m e n t  
o f  th e  s e m ia n n u a l  a s s e s s m e n ts  b y  s u c h  
in s titu tio n s ; a n d

(iii) T h e  p a y m e n t  o f  a s s e s s m e n ts  b y  
d e p o s ito r y  in s ti tu tio n s  w h o s e  in s u re d  
s ta tu s  h a s  te rm in a te d .

(2 ) D e d u c tio n s  fro m  th e  a s s e s s m e n t  
b a s e  o f  a n  in s u re d  b r a n c h  o f  a  fo re ig n  
b a n k  a r e  s t a te d  in  p a r t  3 4 6  o f  th is  
c h a p te r .

§ 327.2 Certified statements.
(a )  Required. E a c h  in s u re d  d e p o s i to r y  

in stitu tio n  s h a ll  file  a  c e r ti f ie d  s t a te m e n t  
d u rin g  e a c h  s e m ia n n u a l  p e r io d .

(b ) Form. T h e  c e r ti f ie d  s ta te m e n t  to  b e  
filed  b y  a n  in s u re d  d e p o s i to r y  in s titu tio n  
sh a ll  b e  in  th e  fo rm  a p p r o p r ia te  f o r  s u c h  
in stitu tio n  a s  p r e s c r ib e d  b y  th e  
C o rp o ra tio n .

(c )  Time fo r filing—  (1 )  D a te s , (i) First- 
half statements. C e r tif ie d  s ta te m e n ts  
th a t  a r e  b a s e d  o n  th e  d e p o s i ts  r e p o r te d  
in th e  q u a r te r ly  r e p o r ts  o f  c o n d itio n  file d  
a s  o f  M a r c h  3 1  a n d  Ju n e  3 0  o f  a n y  y e a r  
m u st b e  file d  o n  o r  b e fo re  Ju ly  3 1  o f  s u c h  
y e a r .

(ii) Second-half statements. C e r tif ie d  
s ta te m e n ts  th a t  a r e  b a s e d  o n  th e

deposits reported in the quarterly 
reports of condition filed on September 
30 and December 31 of any year must be 
filed on or before January 31 of the 
following year.

(2) Timeliness. Certified statements 
are deemed to be filed in a timely 
manner if they are postmarked on or 
before the last day of the month during 
which they are required to be filed.

§ 327.3 Payment of semiannual 
assessments.

(a) Required— (1) In general. Except 
as provided in paragraph (a)(2) of this 
section, each insured depository 
institution shall pay the amount of the 
semiannual assessment due for the 
current semiannual period, as shown on 
its certified statement for such period.

[2) N ew ly insured institutions. A 
newly insured institution shall not be 
required to pay an assessment for the 
semiannual period during which it 
becomes an insured institution.

(b) Responsibility for computation. 
Each insured depository institution shall 
be responsible for computing the amount 
of its own assessment.

(c) Amount. The semiannual 
assessment to be paid by each insured 
depository institution for the current 
semiannual period shall be computed by 
multiplying the institution’s average 
assessment base for the prior 
semiannual period by one-half the 
annual assessment rate applicable to 
such institution.

§ 327.4 Average assessment base.
(a) Computation o f average 

assessment base. The average 
assessment base of an insured 
depository institution for any 
semiannual period shall be determined 
as follows:

(1) In general. In the case of any 
institution other than a newly insured 
institution, the average assessment base 
shall be computed—

(1) By adding the institution's 
assessment base for the first date during 
such semiannual period on which the 
institution is required to file a quarterly 
report of condition and the institution’s 
assessment base for the second date 
during such semiannual period on which 
the institution is required to file a 
quarterly report of condition; and

(ii) Dividing the sum so computed by 
two.

(2) N ew ly insured institutions. In the 
case of a newly insured institution, the 
average assessment base shall be the 
institution’s assessment base for the last 
date within the semiannual period 
during which it became an insured 
institution on which it was required to 
file a quarterly report of condition.

(b) Computation o f assessment base. 
The assessment base of an insured 
depository institution for any date on 
which the institution is required to file a 
quarterly report of condition shall be 
computed by:

(1) Adding—
(1) All demand deposits—
(A) That the institution reported as 

such in the quarterly report of condition 
for that date;

(B) That belong to subsidiaries of the 
institution and were eliminated in 
consolidation;

(C) That are held in any insured 
branches of the institution that are 
located in the territories and 
possessions of the United States;

(D) That represent any uninvested 
trust funds required to be separately 
stated in the quarterly report for that 
date;

(E) That represent any unposted 
credits to demand deposits, as 
determined in accordance with the 
provisions of paragraph (c)(1) of this 
section; and

(ii) All time and savings deposits, 
together with all interest accrued and 
unpaid thereon—

(A) That the institution reported as 
such in the quarterly report of condition 
for that date;

(B) That belong to subsidiaries of the 
institution and were eliminated in 
consolidation;

(C) That are held in any insured 
branches of the institution that are 
located in the territories and 
possessions of the United States;

(D) That represent any unposted 
credits to time and savings deposits, as 
determined in accordance with the 
provisions of paragraph (c)(1) of this 
section; then

(2) Subtracting, in the case of any 
institution that maintains such records 
as will readily permit verification of the 
correctness of its assessment base—

(i) Any unposted debits;
(ii) Any pass-through reserve 

balances;
(iii) 16% percent of the amount 

computed by subtracting, from the 
amount specified in paragraph (b)(l)(i) 
of this section, the sum of:

(A) Unposted debits allocated to 
demand deposits pursuant to the 
provisions of paragraph (c)(2) of this 
section; plus

(B) Pass-through reserve balances 
representing demand deposits;

(iv) 1 percent of the amount computed 
by subtracting, from the amount 
specified in paragraph (b)(l)(ii) of this 
section, the sum ofi

(A) Unposted debits allocated to time 
and savings deposits pursuant to the
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provisions of paragraph (c)(2) of this 
section; plus

(B) Pass-through reserve balances 
representing time and savings deposits,

(c) Methods o f reporting unposted 
credits and unposted debits.

(1) Unposted credits. Each insured 
depository institution shall report 
unposted credits in quarterly reports of 
condition for additon to the assessment 
basé in the following manner:

(i) If the institution’s records show the 
total actual amount of unposted credits 
segregated into demand deposits and 
time and savings deposits, the 
institution must report the segregated 
amounts for addition to demand 
deposits and time and savings deposits, 
respectively.

(ii) If the institution’s records show 
the total actual amount of unposted 
credits but do not segregate the amount 
as stated in paragraph (c)(l)(i) of this 
section, and if the institution does not 
elect to segregate the credits on the 
basis of the experience factors, the 
institution must report the total actual 
amount of the unposted credits for 
addition to time and savings deposits.

(iii) If the institution’s records show 
the total actual amount of the unposted 
credits but do not segregate the amount 
as stated in paragraph (c)(l)(i) of this 
section, and if the institution elects to 
segregate the credits on the basis of the 
experience factors, the institution must 
report the segregated amounts for 
addition to demand deposits and time 
and savings deposits.

(iv) If the institution’s records do not 
show the total actual amount of 
unposted credits (either in total or in 
segregated amounts), the amount of the 
unposted credits must be determined by 
experience factor or factors and 
reported in a total unsegregated amount 
for addition to time and savings deposits 
or in segregated amounts for addition to 
demand deposits and time and savings 
deposits.

(2) Unposted debits. Unposted debits 
may be reported in the same manner as 
stated in paragraph (c)(1) of this section 
for deduction from the assessment base, 
except that unsegregated amounts may 
be reported for deduction only from 
demand deposits.

§ 327.5 Experience factors.
(a) Procedure for obtaining approval 

to use an experience factor or factors— 
(1) Notice to Corporation—-(i) In general. 
If an insured depository institution 
intends to use an experience factor in 
computing the amounts of unposted 
credits for unposted debits, the 
institution shall state its intention in 
writing to the Corporation.

(ii) Newly-insured institutions. Any 
depository institution becoming an 
insured depository institution whose 
records do not show amounts of 
unposted credits and unposted debits 
and which proposes to report such items 
for assessment purposes by means of 
experience factors, shall so inform the 
Corporation within thirty (30) days after 
it becomes an insured depository 
institution.

(2) Form. Upon receipt of the notice, 
the Corporation will furnish the 
institution a form for submitting to the 
Corporation the computations used in 
determining the experience factors.

(3) Interim factors. If the experience 
factors are approved by the Corporation, 
the institution shall use the factors in 
reporting unposted credits or debits until 
new experience factors are established 
under this section or until the 
institution’s accounting methods are 
changed to show actual amounts from 
day to day.

(b) Reporting on basis o f experience 
factor or factors. (1) A depository 
institution using an experience factor or 
factors may use either—

(1) Separate factors for computing the 
additions or deductions to demand 
deposits and time and savings deposits; 
or

(ii) A single factor for computing 
additions to be made in total amount to 
time and savings deposits or for 
computing deductions to be made in 
total amount from demand deposits.

(2) When a single factor is used, the 
additions or deductions are required to 
be made to or from the type of deposit 
giving the lesser advantage to the 
depository institution in taking the 16% 
percent deduction from demand 
deposits and the 1 percent deduction 
from time and savings deposits.

(c) Computing and using experience 
factors. In the case of an institution that 
uses an experience factor or factors—

(1) Initial experience factor for 
unposted credits. The reporting 
depository institution may use either of 
the following initial experience factors 
in reporting unposted credits for 
addition to the assessment base for two 
years:

(i) Separate experience factors. (A) 
The factor for each semiannual period 
for:

(1) Demand deposits shall be the 
percentage obtained by dividing the 
amount of unposted credits on the last 
business day of March or September 
which are allocable to demand deposits 
by the amount of total demand deposits 
shown on the books of the depository 
institution at the close of business on 
the same day; and

[2) Time and savings deposits shall be 
the percentage obtained by dividing the 
amount of unposted credits on the last 
business day of March or September 
which are allocable to time and savings 
deposits by the amount of total time and 
savings deposits shown on the books of 
the depository institution at the close of 
business on the same day.

(B) Until two years’ experience has 
been obtained, the depository institution 
shall determine on the last business day 
of March or September of each year the 
total actual amount of unposted credits 
segregated into demand deposits and 
time and savings deposits.

(c) For assessment purposes, there 
shall be separately stated in each 
quarterly report of condition for addition 
to demand deposits the amount 
obtained by multiplying the amount to 
total demand deposits shown on the 
books of the depository institution at the 
close of business on the report date by 
the factor for demand deposits for such 
semiannual period, and for addition to 
time and savings deposits the amount 
obtained by multiplying the amount of 
total time and savings deposits shown 
on the books of the depository 
institution at the close of business on 
the report date by the factor for timé 
and savings deposits for such
semiannual period.

(ii) A single experience factor. (A) The 
factor for each semiannual period shall 
be the percentage obtained by dividing 
the amount of total unposted credits on 
the last business day of March or 
September by the total deposits shown 
on the books of the depository 
institution at the close of business on 
the same day.

(B) Until two years’ experience has 
been obtained, die depository institution 
shall determine on the last business day 
of March or September of each year the 
total actual amount of all unposted 
credits.
' (C) For assessment purposes, there 

shall be separately stated in each 
quarterly report of condition for addition 
to time and savings deposits for 
assessment purposes the amount 
obtained by multiplying the amount of 
total deposits shown on the bank’s 
books at the close of business on the 
report date by the factor for such 
semiannual period.

(2) Permanent experience factor for 
unposted credits. When two years 
experience has been obtained with 
respect to an experience factor 
developed under paragraph (c)(1) of this 
section, a permanent experience factor 
shall be computed and used for the ninth 
and subsequent quarterly reports of 
condition. This factor shall be the
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percentage obtained by dividing the 
aggregate amount of the unposted 
credits by the aggregate amount of the 
deposits which were used in 
establishing each factor for the four 
preceding semiannual periods.

(3) Initial and permanent experience 
factors for unposted debits. The 
reporting depository institution may use 
the same procedure outlined in 
paragraphs (c)(1) and (c)(2) of this 
section for establishing an experience 
factor or factors in reporting unposted 
debits for deduction from the 
assessment base, except:

(1) The terms “deduction” and "debit” 
would be substituted for the terms 
"addition” and "credit”; and

(ii) In developing the single experience 
factor, if the amount of the deductions 
computed exceeds the amount of the 
demand deposits, the excess may be 
deducted from time and savings 
deposits.

(4) Alternative methods. When it is 
impracticable to segregate the amounts 
of unposted credits or debits 
outstanding in a "branch clearings” 
account or similar account or to 
segregate the unposted credits or debits 
into demand deposits and time and 
savings deposits in computing a factor 
or factors under paragraph (c) of this 
section, the depository institution may 
apply to the Corporation for permission 
to compute the amounts by other 
methods.

(d) Mergers, consolidations, deposit 
assumptions, and conversions. (1) In any 
merger or consolidation or deposit * 
assumption transaction in which the 
continuing or resulting institution uses 
an experience factor or factors, the 
continuing or resulting institution, if it 
elects to continue to use such a factor or 
factors, shall use new experience factors 
based on the combined experience of 
the participating institutions for the two- 
year period prior to such transaction or 
may establish a new factor or factors in 
accordance with paragraph (c) of this 
section.

(2) A depository institution resulting 
from the conversion of an institution 
that uses an experience factor or factors 
shall, if it elects to continue to use such 
factor or factors, continue to use the 
experience factor or factors of the 
converted institution,

(e) Changes in experience factors—(1) 
New experience factors. A depository 
institution that uses an experience 
factor or factors may apply to the 
Corporation for permission to establish 
a new permanent factor or factors in the 
manner provided in paragraph (c) of this 
section. Until the new permanent factor 
or factors have been determined and 
approved in writing by the Corporation,

the institution shall continue to use its 
existing factor or factors.

(2) Corporation requiring new  
experience factors. The Corporation at 
any time may require a depository 
institution that use3 an experience 
factor or factors to establish a new 
factor or factors, and for this purpose 
may designate a day or days and a 
period or periods, other than those 
specified, for the determination of 
deposits and the total actual amounts of 
unposted credits or unposted debits, or 
both. After the new factor or factors 
have been computed by the institution 
or the Corporation and have been 
approved in writing by the Corporation, 
the institution shall use the new factor 
or factors for all subsequent quarterly 
reports of condition.

(3) Notice to corporation o f changes in 
accounting methods. If a depository 
institution that uses an experience 
factor or factors changes its accounting 
procedures from those used when its 
experience factor or factors were 
established and this causes an increase 
or decrease in the amount of unposted 
credits or unposted debit, it shall 
promptly give written notice to the 
Corporation of the change.

§ 327.6 Payment of assessments by 
depository institutions whose insured 
status has terminated.

(a) Terminations pursuant to deposit 
assumptions. When the deposit 
liabilities of an insured depository 
institution are assumed by another 
insured depository institution—

(1) Assessments on assumed deposits. 
For assessment purposes, the assumed 
deposits shall be deposit liabilities of 
the assuming institution and shall cease 
to be deposit liabilities of the institution 
whose deposits are assumed.

(2) Payment o f assessments; certified 
statements—(i) Payment by institution 
whose deposits are assumed. Except as 
provided in paragraph (a)(2)(ii) of this 
section, the insured depository 
institution whose deposits are assumed 
shall file a final certified statement and 
shall pay to the Corporation the normal 
assessment on the deposits. If the 
deposits of the terminating depository 
institution are assumed by a newly 
insured depository institution, the 
terminating depository institution is not 
required to file certified statements or 
pay any assessment upon the deposits 
assumed after the semiannual period in 
which the assumption occurs.

(ii) Payment by assuming institution. 
When the assuming depository 
institution agrees to file the certified 
statement which the terminating 
depository institution is required to file, 
the filing of the certified statement and

the payment of the assessment on the 
deposits by the assuming depository 
institution shall satisfy the terminating 
depository institution’s obligations in 
this regard if—

(A) The requisite notice of 
assumption, as provided in part 307 of 
this chapter, is given to the depositors of 
the terminating depository institution; 
and

(B) The certified statement is filed 
separately from that required to be filed 
by the assuming depository institution.

(b) Other terminations. When the 
insured status of an institution is 
terminated, and the deposit liabilities of 
such institution are not assumed by 
another insured depository institution—

(1) Payment o f assessments; certified 
statements. The terminating depository 
institution shall continue to file certified 
statements and pay assessments for the 
period its deposits are insured. Such 
terminating institution shall not be 
required to file further certified 
statements or to pay further 
assessments after the depository 
institution has paid in full its deposit 
liabilities and the assessment to the 
Corporation required to be paid for the 
semiannual period in which its deposit 
liabilities are paid in full, and after it, 
under applicable law, has ceased to 
have authority to transact a banking 
business and to have existence, except 
for the purpose of, and to the extent 
permitted by law for, winding up its 
affairs.

(2) Payment o f deposits; certification 
to Corporation. When the deposit 
liabilities of the depository institution 
have been paid in full, the depository 
institution shall certify to the 
Corporation that the deposit liabilities 
have been paid in full and give the date 
of the final payment. When the 
depository institution has unclaimed 
deposits, the certification shall further 
state the amount of the unclaimed 
deposits and the disposition made of the 
funds to be held to meet the claims. For 
assessment purposes, the following will 
be considered as payment of the 
unclaimed deposits:

(i) The transfer of cash funds in an 
amount sufficient to pay the unclaimed 
and unpaid deposits to the public 
official authorized by iaw to receive the 
same; or

(ii) If no law provides for the transfer 
of funds to a public official, the transfer 
of cash funds or compensatory assets to 
an insured depository institution in an 
amount sufficient to pay the unclaimed 
and unpaid deposits in consideration for 
the assumption of the deposit 
obligations by the insured depository 
institution.
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(3) Notice to depositors, (i) The 
terminating depository institution shall 
give sufficient advance notice of the 
intended transfer to the owners of the 
unclaimed deposits to enable the 
depositors to obtain their deposits prior 
to the transfer. The notice .shall be 
mailed to each depositor and shall be 
published in a local newspaper of 
general circulation. The notice shall 
advise the depositors of the liquidation 
of the depository institution, request 
them to call for and accept payment of 
their deposits, and state the disposition 
to be made of their deposits if they fail 
to promptly claim the deposits.

(ii) If the unclaimed and unpaid 
deposits are disposed of as provided in 
paragraph (b)(2)(i) of this section, a 
certified copy of the public official’s 
receipt issued for the funds shall be 
furnished to the Corporation.

(iii) If the unclaimed and unpaid 
deposits are disposed of as provided in 
paragraph (b)(2)(ii) of this section, an 
affidavit of the publication and of the 
mailing of the notice to the depositors, 
together with a copy of the notice and a 
certified copy of the contract of 
assumption, shall be furnished to the 
Corporation.

(4) Notice to Corporation. The 
terminating depository institution shall 
advise the Corporation of the date on 
which the authority or right of the 
depository institution to do a banking 
business has terminated and the method 
whereby the termination has been 
effected [Le., whether the termination 
has been effected by the surrender of 
the charter, the cancellation of its 
authority or license to do a banking 
business by the supervisory authority, or 
otherwise).

(c) Resumption o f insured status 
before insurance o f deposits ceases. If a 
depository institution whose insured 
status has been terminated is permitted 
by the Corporation to continue or 
resume its status as an insured 
depository institution before the 
insurance of its deposits has ceased, the 
institution will be deemed, for 
assessment purposes, to continue as an 
insured depository institution and must 
^hereafter furnish certified statements 
and pay assessments as though its 
insured status had not been terminated. 
The procedure for applying for the 
continuance or resumption of insured 
status is set forth in § 303.5 of this 
chapter.

§ 327.7 Payment of interest on delinquent 
assessment payments and assessment 
overpayments.

(a) Payment o f interest—(1) Payment 
by institutions—(i) Required. Each 
insured depository institution shall pay

interest to the Corporation on any 
delinquent assessment payment.

(ii) Delinquent payments. An 
assessment payment will be considered 
delinquent if—

(A) In the case of an assessment to be 
paid by a bank, the assessment is 
postmarked after the time for payment 
specified in § 327.2;

(B) In the case of an assessment to be 
paid by a savings association, the 
assessment is paid—

(1) In the case of an institution 
specified in § 327.22(a) or (b)(1), after 
the sixth business day of the second 
month of the current semiannual period; 
or

(2) In the case of an institution 
specified in § 327.22(b)(2), after the last 
day of the first month of the current 
semiannual period;
including late payments caused by 
errors on the part of the depository 
institution in its certified statement, 
unless the delay has been caused by a 
depository institution’s good faith 
reliance on a specific rule, regulation or 
approval issued by the Corporation.

(2) Payment by Corporation. The 
Corporation will pay interest to an 
insured depository institution for any 
overpayment of an assessment.

(b) Interest rate. The interest rate will 
be the United States Treasury 
Department’s current value of funds rate 
which is issued under the Treasury 
Fiscal Requirements Manual (TFRM 
rate) and published in the Federal 
Register. The interest rate will be 
determined as follows:

(1) Current year, (i) For delinquent 
days occurring on or prior to March 31, 
the rate will be the TFRM rate that is 
published in the preceding December.

(ii) For delinquent days occurring from 
April 1 to June 30, inclusive, the rate will 
be the TFRM rate that is in effect for the 
second quarter of the year.

(iii) For delinquent days occurring 
from July 1 to September 30, inclusive, 
the rate will be the TFRM rate that is in 
effect for the third quarter.

(iv) For delinquent days occurring 
from October 1 to December 31, 
inclusive, the rate will be the TFRM rate 
that is in effect for the fourth quarter.

(2) Prior years. The interest will be 
calculated quarterly and compounded 
annually at the rates applicable for each 
quarter as issued under the TFRM. For 
the initial year, the rate will be applied 
to the gross amount of the delinquent 
payment. For each additional year or 
portion thereof the rate will be applied 
to the net amount of the.delinquent 
payment after it has been reduced by 
the assessment credit, if any, for the 
year.

§ 327.8 Definitions.
(a) Unposted eredità and debits—(1) 

Unposted credit. The term "unposted 
credit” means any deposit received in 
any office of a depository institution for 
deposit in any other office of the 
depository institution located in any 
State of the United States, the District of 
Columbia, Puerto Rico, Guam, American 
Samoa, the Northern Marianas Islands, 
or the Virgin Islands, except those 
which have been:

(1) Included in the total deposits in the 
quarterly report of condition; or

(ii) Offset in the quarterly report of 
condition by an equal amount of cash 
items in the institution’s possession 
drawn on itself (on the same type of 
deposits as those offset) and not 
charged against deposit liabilities at the 
close of business on the date of the 
quarterly report of condition.

(2) Unposted debit. The term 
“unposted debit” means a cash item in 
the reporting institution’s possession 
that is drawn on the institution and 
immediately chargeable, but not yet 
charged, against the institution’s deposit 
liabilities at the close of business on the 
date of the quarterly report of condition. 
The following items are excluded:

(i) Cash items drawn on other 
depository institutions,

(ii) Overdrafts and nonsufficient fund 
(NSF) items,

(iii) Cash items returned unpaid to the 
last endorser for any reason, and

(iv) Drafts and warrants that are 
"payable at” or “payable through” the 
reporting institution for which there is 
no written authorization on file at the 
institution or State statute allowing the 
institution at its discretion to charge the 
items against the deposit accounts of the 
drawees.

(3) Exclusion. The above terms 
“unposted credit” and “unposted debit” 
do not include items which have been 
reflected in deposit accounts on the 
general ledger and in the quarterly 
report of condition, even though they 
have not been credited or debited to 
individual deposit accounts.

(b) Deposits—[ 1) Deposit. The term 
“deposit” has the meaning specified in 
section 3(1) of the Federal Deposit 
Insurance Act. In particular, the term 
“deposit” includes any liability— 
without regard for whether the liability 
is a liability of an insured bank or of an 
insured savings association—that is of a 
kind which, had the liability been a 
liability of an insured bank immediately 
prior to the effective date of the 
Financial Institutions Reform, Recovery, 
and Enforcement Act of 1989, would 
have constituted a deposit in such bank 
within the meaning of section 3(1) of the
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Federal Deposit Insurance Act as such 
section 3(7) was then in effect.

(2) Demand deposits. The term 
‘‘demand deposits” refers to deposits 
specified in § 329.1(b) of this chapter, 
except that any reference to “bank” in 
such section shall be deemed to refer to 
"depository institution”.

(3) Time and savings deposits. The 
term “time and savings deposits” refers 
to any deposits other than demand 
deposits.

(4) Exception, (i) Deposits 
accumulated for the payment of 
personal loans, which represent actual 
loan payments received by the 
depository institution from borrowers 
and accumulated by the depository 
institution in hypothecated deposit 
accounts for payment of the loans at 
maturity, shall not be reported as 
deposits on the quarterly report of 
condition. The deposit amounts covered 
by the exception are to be deducted 
from the loan amounts for which these 
deposits have been accumulated and 
assigned or pledged to effectuate 
payment.

(ii) Time and savings deposits that are 
pledged as collateral to secure loans are 
not “deposits accumulated for the 
payment of personal loans” and are to 
be reported in the same manner as if 
they were not securing a loan.

(c) Quarterly report o f condition. The 
term “quarterly report of condition” 
means a report required to be filed 
pursuant to section 7(a)(3) of the Federal 
Deposit Insurance Act.

(d) Semiannual period— (1) In general. 
The term “semiannual period” means a 
period beginning on January 1 of any 
calendar year and ending on June 30 of 
the same year, or a period beginning on 
July 1 of any calendar year and ending 
on December 31 of the same year.

(2) Current semiannual period. The 
term “current semiannual period” 
means, with respect to a certified 
statement or an assessment, the 
semiannual period within which such 
certified statement is required to be filed 
or such assessment is required to be 
paid.

(3) Prior semiannual period. The term 
“prior semiannual period” means, with 
respect to a certified statement or an 
assessment, the semiannual period 
immediately prior to the current 
semiannual period.

(e) Newly insured institution. The 
term “newly insured institution” means 
an institution that became an insured 
depository institution during the 
semiannual period immediately prior to 
the period for which the certified 
statement is required: Provided, That 
the term “newly insured institution” 
does not include any institution that

became an insured depository 
institution as a result of the operation of 
section 4(a)(2) of the Federal Deposit 
Insurance Act.

(f) BIF member. The term “BIF 
member” means a depository institution 
that is a member of the Bank Insurance 
Fund.

(g) SAIF member. The term “SAIF 
member” means a depository institution 
that is a member of the Savings 
Association Insurance Fund.

Subpart B—B'F Members
§327.11 Scope.

Subpart B of this part applies to any 
BIF member other than a bank specified 
in § 327.31(a).

§ 327.12 Form of certified statem ent
The certified statement to be filed by 

any BIF member shall be the statement 
prescribed in § 304.3(a) of this chapter.

§ 327.13 Payment of assessment
(a) Time o f payment. Each BIF 

member shall pay the assessment due 
for any semiannual period on or before 
the last day of the first month of such 
semiannual period.

(b) Procedure fo r payment. Each BIF 
member may pay such assessment by 
check or other draft drawn on such 
member or such member’s account at 
another insured depository institution.

Subpart C—SAIF Members

§327.21 Scope.
Subpart C of this part applies to any 

SAIF member.

§ 327.22 Time for payment of assessment.
(a) SAIF m em bers filing quarterly 

reports o f condition within the first 
month o f the semiannual period. In the 
case o f any SAIF m em ber that has filed  
its quarterly reports o f condition for the 
prior semiannual period on or before the 
last day o f the first month o f the current 
semiannual period—

(1) Computation o f assessment. The 
Corporation shall compute the amount 
of the assessment due from the SAIF 
member for the current semiannual 
period.

(2) Payment o f assessment—(i) In 
general. On the sixth business day of 
the second month of the current 
semiannual period, the SAIF member 
shall pay the amount so computed by 
the Corporation according to the 
procedure prescribed by § 327.23.

(ii) Exception. If, in the case of a SAIF 
member that has received a certified 
statement form prepared by the 
Corporation for the current semiannual 
period, the president or other officer 
notifies the Corporation, before 5 p.m.,

Eastern time, of the last business day of 
the first month of the current 
semiannual period, of any amendment 
such SAIF member has made to the 
amount of the assessment due as 
computed by the Corporation, and if the 
Corporation confirms in writing the 
receipt of such notice, the SAIF member 
may pay the amended amount rather 
than the amount computed by the 
Corporation.

(b) Other SAIF members. In the case 
of any SAIF member that has not filed 
its quarterly reports of condition for the 
prior semiannual period on or before the 
last day of the first month of the current 
semiannual period—

(1) I f -
(1) The SAIF member files a certified 

statement for the current period in a 
timely manner; and

(ii) The Corporation receives, before 5 
p.m., Eastern time, of the last business 
day of the first month of the current 
semiannual period, notification from 
such SAIF member of the amount of the 
assessment due, and confirms in writing 
the receipt of such notice to such SAIF 
member;
the SAIF member may pay the amount 
of the assessment due for such 
semiannual period as shown on the 
SAIF member’s certified statement 
according to the procedure prescribed 
by § 327.23.

(2) If the Corporation has not 
received, before 5 p.m., Eastern time, of 
the last business day of the first month 
of the current semiannual period, 
notification from such SAIF member of 
the amount of the assessment due, the 
SAIF member shall pay the amount of 
the assessment due as shown in its 
certified statement for such period upon 
filing the certified statement with the 
Corporation. The payment to be made 
under this paragraph (b)(2) shall be 
subject to interest from and including 
the first day of the second month of the 
current semiannual period through the 
date on which the payment is made.

(c) Adjustments to payments. (1) If a 
SAIF member believes that the amount 
of an assessment as computed by the 
Corporation differs from the amount the 
SAIF member properly owes, the SAIF 
member shall promptly notify the 
Corporation of the discrepancy.

(2) If the Corporation determines that 
the amount computed by the 
Corporation is improper, the amount of 
any overpayment on the part of the 
SAIF member shall be repaid to such 
SAIF member by check, with interest, 
and the amount of any underpayment on 
the part of the SAIF member shall be 
paid by such SAIF member by check, 
with interest if appropriate.
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(d) Certain credits—(1) Secondary 
Reserve offsets. Notwithstanding any 
other provision of this part, a SAIF 
member may offset the amount 
described in section 7(m) (1) and (3) of 
the Federal Deposit Insurance Act 
against any assessment required to be 
paid pursuant to section 7(b) of such 
Act.

(2) Carry-over credits. If an institution 
that became an insured depository 
institution as the result of the operation 
of section 4(a)(2) of the Federal Deposit 
Insurance Act had credits during 
calendar year 1989 exceeding amounts 
assessed by the Corporation during 
1989, such excess credits shall be 
applied to the assessment the institution 
is required to pay in the first semiannual 
period in calendar year 1990 up to the 
maximum amount of the assessment 
Any remaining amount of any such 
excess credits shall be applied to the 
assessment the institution is required to 
pay in the second semiannual period in 
calendar year 1990.

§ 327.23 Manner of payment.
(a) Payment through collection 

agent— (1) Use o f collection agent. The 
amounts required to be paid pursuant to 
§ 327.22(a) or (b)(1) shall be paid 
through the Collection Agent.

(2) "Collection Agent” defined. 
“Collection Agent” means any person, 
corporation, governmental unit or any 
other entity that has been, authorized by 
the Corporation to act as its agent for 
collecting assessments.

(b) Establishment o f demand deposit 
accounts for assessment purposes.
Every SAIF member shall establish a 
demand deposit account at the Federal 
home loan bank of which it is a member, 
or at a commercial bank that is a 
member of the Federal Reserve System 
and is approved by the Corporation, for 
the purpose of paying the assessments 
required pursuant to this part, and shall 
authorize such Federal home loan bank 
or commercial bank to debit the account 
in the amount of any such assessment at 
the direction of the Corporation.

(c) Deposit o f funds for assessment 
payments. Prior to the due date for each 
assessment payment, each SAIF 
member shall deposit sufficient funds in 
the demand deposit account established 
pursuant to paragraph (b) of this section 
in order that such account may be 
directly debited by the respective 
Federal home loan bank or 
correspondent bank for the amount of 
the assessment then due.

§ 327.24 Certified statements.
(a) Standard form. The certified 

statement to be filed by SAIF members

s h a ll  b e  in  th e  fo rm  p r e s c r ib e d  b y  th e  
C o r p o r a t io n .

(b ) Preliminary certified statement 
form— (1 )  Preparation by the FDIC. (i) 
P r e p a r a t io n ; t r a n s m is s io n  to  S A I F  
m e m b e r .— If  a S A I F  m e m b e r  h a s  file d  i ts  
q u a r te r ly  r e p o r ts  o f  c o n d itio n  o n  o r  
b e f o r e  th e  d a te s  o n  w h ic h  th e y  a r e  
re q u ir e d  t o  b e  filed , th e  C o rp o ra t io n , a s  
a n  a c c o m m o d a t io n  to  th e  S A I F  m e m b e r , 
m a y  p r e p a r e  a p re lim in a ry  c e r ti f ie d  
s ta te m e n t  fo rm  f o r  th e  S A I F  m e m b e r  
s h o w in g  th e  a m o u n t o f  th e  a s s e s s m e n t  
to  b e  p a id  b y  th e  S A I F  m e m b e r , a n d  
s e n d  it to  th e  S A I F  m e m b e r .

(ii) Contents. T h e  p re lim in a ry  c e r ti f ie d  
s ta te m e n t  fo rm  s h a ll  s h o w  th e  d a ta  
a v a ila b le  to  th e  C o r p o r a t io n  re g a r d in g  
th e  in f o r m a tio n  re q u ir e d  to  b e  s h o w n  in  
th e  S A I F  m e m b e r ’s  c e r ti f ie d  s t a t e m e n t

(2) Review by SAIF member. The 
, president of the SAIF member, or

a n o th e r  o f f ic e r  d e s ig n a te d  b y  th e  S A I F  
m e m b e r ’s  b o a r d  o f  d i r e c to r s  o r  t r u s te e s ,  
m a y  r e v ie w  th e  in f o r m a tio n  c o n ta in e d  in  
th e  p re lim in a ry  c e r ti f ie d  s t a te m e n t  fo rm .

(3) Signature—(i) Form accepted. If 
the president or such other officer 
agrees that the information presented in 
such preliminary certified statement 
form is accurate, the president or such 
other officer may sign and date the form 
on the lines provided.

(ii) Form amended. If the president or 
such other officer does not agree that 
the information presented in such 
preliminary certified statement form is 
accurate, the president or such other 
officer may make such corrections in the 
information as may be needed, and may 
then sign and date the form on the lines 
provided.

(4) Use o f Preliminary certified  
statement form. T h e  S A I F  m e m b e r  m a y  
file  a  s ig n e d  a n d  d a te d  p re lim in a ry  
c e r ti f ie d  s ta te m e n t  fo rm  in  lie u  o f  th e  
s t a n d a r d  fo rm , a n d  s u c h  s ig n e d  a n d  
d a te d  p re lim in a ry  c e r ti f ie d  s ta te m e n t  
fo rm  s h a ll  c o n s ti tu te  th e  c e r ti f ie d  
s ta te m e n t  th a t  s u c h  S A I F  m e m b e r  is  
re q u ir e d  to  file  p u r s u a n t  t o  s e c t i o n  7 ( c )  
o f  th e  F e d e r a l  D e p o s it  I n s u r a n c e  A c t .

Subpart D—Banks Participating in 
Section 5(d)(3) Transactions

§ 327.31 Scope.
(a )  A ffected institutions. S u b p a r t  D  o f  

th is  p a r t  a p p lie s  to  a n y  b a n k  th a t—
(1) Is a  BIF member; a n d
(2) Is  th e  a s s u m in g , s u rv iv in g , o r  

re s u ltin g  in s ti tu tio n  in  a t r a n s a c t io n  
u n d e rta k e n  p u r s u a n t  to  s e c t i o n  5 (d ) (3 )  o f  
th e  F e d e r a l  D e p o s it  I n s u r a n c e  A c t .

(b) Duration. Subpart D of this part 
shall cease to apply to a bank if—

(1 )  O n  o r  a f t e r  A u g u s t  9 ,1 9 9 4 ,  th e  
C o r p o r a t io n  a p p r o v e s  a n  a p p l ic a t io n  b y  
th e  b a n k  to  t r e a t  th e  t r a n s a c t io n

described in paragraph (a) of this 
section as a conversion transaction; and

(2) The bank pays the amount of any 
exit and entrance fee assessed by the 
Corporation with respect to such 
transaction.

§ 327.32 Computation and payment of 
assessment

(a) Amount o f assessment—(1) 
Responsibility for computation. Each 
bank subject to subpart D of this part 
shall compute its own assessment.

(2) Rate o f assessment—(i) BIF 
member rate. (A) Except as provided in 
paragraph (a)(2)(ii) of this section, the 
assessment to be paid by a bank subject 
to subpart D of this part shall be 
computed at the rate applicable to BIF 
members.

(B) Such rate shall be applied to the 
bank’s assessment base less that portion 
of the assessment base which is equal to 
the bank’s adjusted attributable deposit 
amount.

(ii) SAIF member rate.
Notwithstanding paragraph (a)(2)(i) of 
this section, that portion of the 
assessment base of a bank subject to 
subpart D of this part which is equal to 
the adjusted attributable deposit amount 
of such bank shall—

(A) Be subject to assessment at the 
assessment rate applicable to SAIF 
members pursuant to subpart C of this 
part; and

(B) Not be taken into account in 
computing the amount of any 
assessment to be allocated to the Bank 
Insurance Fund.

(3) “Adjusted attributable deposit 
amount ” A  bank's “adjusted 
attributable deposit amount” for any 
semiannual period is equal to the sum 
of—

(i) The amount of any deposits 
acquired by the bank in connection with 
a transaction described in § 327.31(a);

(ii) The total of the amounts 
determined under paragraph (a)(3)(iii) of 
this section for semiannual periods 
preceding the semiannual period for 
which the determination is being made 
under this section; and

(iii) The amount by which the sum of 
the amounts described in paragraphs
(a)(3)(i) and (a)(3)(ii) of this section 
would have increased during the 
preceding semiannual period (other than 
any semiannual period beginning before 
the date of such transaction) if such 
increase occurred at a rate equal to the 
greater of—

(A) An annual rate of 7 percent; or
(B) The annual rate of growth of 

deposits of such bank minus the amount 
of any deposits acquired through the
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acquisition, in whole or in part, of a BIF 
member during such semiannual period.

[4) “Deposits acquired by the bank . "  
As used in paragraph (a)(3)(i) of this 
section, the term “deposits acquired by 
the bank” means all deposits that are 
held in the institution acquired by such 
bank on the date of such transaction; 
Provided, That if the Corporation or the 
Resolution Trust Corporation has been 
appointed as conservator or receiver for 
the acquired institution, such term—

(i) Does not include any deposit held 
in the acquired institution on the date of 
such transaction which the acquired 
institution has obtained, directly or 
indirectly, by or through any deposit 
broker, and

(ii) Does not include that part of any 
remaining deposit held in the acquired 
institution on the date of such 
transaction that is in excess of $80,000;

(iii) Is limited to 80 per centum of the 
remaining portion of the aggregate of the 
deposits specified in paragraph (a)(4)(ii) 
of this section.

(5) “Deposit broker. " As used in 
paragraph (a)(4} of this section, the term 
“deposit broker” has the meaning 
specified in section 29 of the Federal 
Deposit Insurance Act (12 U.S.C. 1831f).

(b) Procedures for computation and 
payment. A bank subject to subpart D of 
this part shall follow the payment 
procedure that is set forth in subpart B 
of this part

§ 327.33 Form of certified statement
The certified statement to be filed by 

a bank subject to subpart D of this part 
shall be in the form prescribed by the 
Corporation.

By order of the Board of Directors.
D ated  a t W ash ington , DC, th is 5th  d ay  o f  

D ecem ber 1989.
Federal D eposit In su ran ce C orp oration .
Hoyle L  Robinson,
Executive Secretary.
[FR D oc. 89-29188 Filed 12-14-89; 8:45 amj 
BILLING CODE 6174-Ot-M

NATIONAL CREDIT UNION 
ADMINISTRATION

12 CFR Parts 701 and 741

Requirements For An Outside Audit; 
Requirements for Insurance
agency: National Credit Union 
Administration (NCUA].
ACTION: Final ru le .

s u m m a r y :  This final rule adds 5  7 0 1 .1 3  
and amends § 7 4 1 .2 . The rule prescribes 
the regulatory requirement for an 
outside, independent audit of any 
federally insured credit union by a

certified public accountant (CPA) under 
certain specified conditions. The rule is 
being added to reflect applicable 
provisions of Public Law 101-73, the 
Federal Financial Institutions Reform, 
Recovery, and Enforcement Act of 1989 
(FIRREA). The rule is substantially 
unchanged from a proposed rule issued 
in September 1989.
EFFECTIVE DATE: December 7,1989. 
ADDRESS: National Credit Union 
Administration, 1776 G Street, NW., 
Washington, DC 20456.
FOR FURTHER INFORMATION CONTACT: D. 
Michael Riley or Karen K. Kelbfy, Office 
of Examination and Insurance, at the 
above address or telephone (202) 682- 
9640.
SUPPLEMENTARY INFORMATION: 
Paperwork Reduction Act

The proposed rule stated that this rule 
imposed no additional paperwork 
requirements. During the comment 
period, NCUA staff reconsidered this 
position and determined that the 
proposed rule did impose additional 
requirements. They are as follows:

a. Some additional paperwork burden 
may be added in the case of a credit 
union which performed an audit under
§ 701.12 which was deemed 
unsatisfactory, and

b. Additional audit workpapers 
required by a CPA to complete an 
opinion audit will be required in the 
case of a credit union which has been 
determined to have serious and 
persistent recordkeeping problems.

These additional requirements were 
submitted to the Office of Management 
and Budget (OMB) on October 31,1989. 
NCUA will publish a notice in the 
Federal Register once OMB action is 
taken on the submitted requirements.
Background

This rule is necessitated by section 
919 of the Federal Financial Institutions 
Reform, Recovery, and Enforcement Act 
of 1989 (FIRREA) which amends section 
202(a) of the Federal Credit Union Act 
[12 U.S.C. 1782(a)). FIRREA requires that 
within 120 days of its enactment, the 
NCUA Board prescribe, by regulation, 
audit requirements for the outside, 
independent audit of any federally 
insured credit union by a certified public 
accountant under certain conditions. 
Accordingly, this rule is effective 
December 7,1989, rather than allowing 
for a 30-day delayed effective date.

In September 1989, consistent with 
FIRREA, the NCUA Board issued a 
proposed revision to 5 701.13 and § 741.2 
of the NCUA Rules and Regulations. The 
Board sought comments and 
recommendations concerning the

proposal, with the comment period 
ending on October 23,1989. (See 54 FR 
38870, September 21,1989).

The proposed rule, in § 701.13, sets 
forth the three statutory conditions 
under which an outside, independent 
audit by a certified public accountant is 
to be required:

(1) The supervisory committee of the 
credit union has not conducted an 
annual supervisory committee audit; or

(2) The annual supervisory committee 
audit conducted was not complete and 
satisfactory; or

(3) The credit union has experienced 
serious and persistent recordkeeping 
deficiencies.

It was proposed that under either of 
the first two conditions, the scope of the 
audit would be that required by existing 
§ 701.12; under the third condition, an 
opinion audit would be necessary. The 
proposal also defined what constitutes a 
“complete and satisfactory supervisory 
committee audit” and “serious and 
persistent recordkeeping deficiencies”.

The proposal also recommended 
amending § 741.2 to require annual 
audits of federally-insured, state- 
chartered credit unions using the same 
standards as for federal credit unions.

Comments

A total of twenty-three comment 
letters were received in response to the 
proposed revisions to § § 701.13 and 
741.2. Seventeen letters were from 
Federal credit unions, two were from 
federally-insured state credit unions, 
three were from trade associations, and 
one from a Federal government 
department.

Nine commenters supported the 
proposed rule unchanged. One of these 
nine, as well as five additional 
commenters, voiced their support to 
regularly require an outside, CPA audit 
of all federally-insured credit unions. 
Because the financial hardship a routine 
CPA audit requirement would place on 
many smaller credit unions, the Board 
has no immediate plans to change the 
existing § 701.12 audit and verification 
requirements.

At the opposite end of the spectrum, 
four commenters objected to any 
requirements for a CPA audit arguing 
that audit quality is not assured by a 
CPA and that a CPA audit places an 
undue hardship on smaller credit unions. 
The FIRREA, which mandated that the 
Board institute this regulation, also 
mandated that the audit be “an outside, 
independent audit * * * by a certified 
public accountant“ As a result, the 
Board is unable to consider these 
comments.


