


36644

Federal Register/Vol. 66, No. 134/ Thursday, July 12, 2001/ Notices

originations. However, if institutions
make multiple originations to the same
business solely to inflate artificially the
number or volume of loans evaluated for
CRA lending performance, the agencies
may combine these loans for purposes
of evaluation under the CRA.

§  .42(a)(2)-3: How should an
institution collect data pertaining to
credit cards issued to small businesses?

A3. If an institution agrees to issue
credit cards to a business’ employees,
all of the credit card lines opened on a
particular date for that single business
should be reported as one small
business loan origination rather than
reporting each individual credit card
line, assuming the criteria in the “small
business loan” definition in the
regulation are met. The credit card
program’s ‘‘amount at origination” is the
sum of all of the employee/business
credit cards’ credit limits opened on a
particular date. If subsequently issued
credit cards increase the small business
credit line, the added amount is
reported as a new origination.

§ .42(a)(3) The Loan Location

§ .42(a)(3)-1: Which location
should an institution record if a small
business loan’s proceeds are used in a
variety of locations?

A1. The institution should record the
loan location by either the location of
the business headquarters or the
location where the greatest portion of
the proceeds are applied, as indicated
by the borrower.

§ .42(a)(4) Indicator of Gross
Annual Revenue

§  .42(a)(4)-1: When indicating
whether a small business borrower had
gross annual revenues of $1 million or
less, upon what revenues should an
institution rely?

A1. Generally, an institution should
rely on the revenues that it considered
in making its credit decision. For
example, in the case of affiliated
businesses, such as a parent corporation
and its subsidiary, if the institution
considered the revenues of the entity’s
parent or a subsidiary corporation of the
parent as well, then the institution
would aggregate the revenues of both
corporations to determine whether the
revenues are $1 million or less.
Alternatively, if the institution
considered the revenues of only the
entity to which the loan is actually
extended, the institution should rely
solely upon whether gross annual
revenues are above or below $1 million
for that entity. However, if the
institution considered and relied on
revenues or income of a cosigner or
guarantor that is not an affiliate of the

borrower, such as a sole proprietor, the
institution should not adjust the
borrower’s revenues for reporting
purposes.

§  .42(a)(4)-2: If an institution that
is not exempt from data collection and
reporting does not request or consider
revenue information to make the credit
decision regarding a small business or
small farm loan, must the institution
collect revenue information in
connection with that loan?

A2. No. In those instances, the
institution should enter the code
indicating “‘revenues not known” on the
individual loan portion of the data
collection software or on an internally
developed system. Loans for which the
institution did not collect revenue
information may not be included in the
loans to businesses and farms with gross
annual revenues of $1 million or less
when reporting this data.

§  .42(a)(4)-3: What gross revenue
should an institution use in determining
the gross annual revenue of a start-up
business?

A3. The institution should use the
actual gross annual revenue to date
(including $0 if the new business has
had no revenue to date). Although a
start-up business will provide the
institution with pro forma projected
revenue figures, these figures may not
accurately reflect actual gross revenue.

§  .42(a)(4)-4: When collecting and
reporting the gross annual revenue of
small business or farm borrowers, do
institutions collect and report the gross
annual revenue or the adjusted gross
annual revenue of its borrowers?

A4. Institutions collect and report the
gross annual revenue, rather than the
adjusted gross annual revenue, of their
small business or farm borrowers. The
purpose of this data collection is to
enable examiners and the public to
judge whether the institution is lending
to small businesses and farms or
whether it is only making small loans to
larger businesses and farms.

The regulation does not require
institutions to request or consider
revenue information when making a
loan; however, if institutions do gather
this information from their borrowers,
the agencies expect them to collect and
report the borrowers’ gross annual
revenue for purposes of CRA. The CRA
regulations similarly do not require
institutions to verify revenue amounts;
thus, institutions may rely on the gross
annual revenue amount provided by
borrowers in the ordinary course of
business. If an institution does not
collect gross annual revenue
information for its small business and
small farm borrowers, the institution
would not indicate on the CRA data

collection software that the gross annual
revenues of the borrower are $1 million
or less. (See § .42(a)(4)-2.)

§ .42(b) Loan Information
Required To Be Reported

§ .42(b)(1) Small Business and
Small Farm Loan Data

§  .42(b)(1)-1: For small business
and small farm loan information that is
collected and maintained, what data
should be reported?

A1l. Each institution that is not
exempt from data collection and
reporting is required to report in
machine-readable form annually by
March 1 the following information,
aggregated for each census tract or block
numbering area in which the institution
originated or purchased at least one
small business or small farm loan
during the prior year:

e The number and amount of loans
originated or purchased with original
amounts of $100,000 or less;

* The number and amount of loans
originated or purchased with original
amounts of more than $100,000 but less
than or equal to $250,000;

e The number and amount of loans
originated or purchased with original
amounts of more than $250,000 but not
more than $1 million, as to small
business loans, or $500,000, as to small
farm loans; and To the extent that
information is available, the number
and amount of loans to businesses and
farms with gross annual revenues of $1
million or less (using the revenues the
institution considered in making its
credit decision).

§ .42(b)(2) Community
Development Loan Data

§  .42(b)(2)-1: What information
about community development loans
must institutions report?

Al. Institutions subject to data
reporting requirements must report the
aggregate number and amount of
community development loans
originated and purchased during the
prior calendar year.

§  .42(b)(2)-2: If a loan meets the
definition of a home mortgage, small
business, or small farm loan AND
qualifies as a community development
loan, where should it be reported? Can
FHA, VA and SBA loans be reported as
community development loans?

A2. Except for multifamily affordable
housing loans, which may be reported
by retail institutions both under HMDA
as home mortgage loans and as
community development loans, in order
to avoid double counting, retail
institutions must report loans that meet
the definitions of home mortgage, small
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business, or small farm loans only in
those respective categories even if they
also meet the definition of community
development loans. As a practical
matter, this is not a disadvantage for
retail institutions because any affordable
housing mortgage, small business, small
farm or consumer loan that would
otherwise meet the definition of a
community development loan will be
considered elsewhere in the lending
test. Any of these types of loans that
occur outside the institution’s
assessment area can receive
consideration under the borrower
characteristic criteria of the lending test.
See§_ .22(b)(2) & (3)—4.

Limited purpose and wholesale
institutions also must report loans that
meet the definitions of home mortgage,
small business, or small farm loans in
those respective categories; however,
they must also report any loans from
those categories that meet the regulatory
definition of “community development
loans” as community development
loans. There is no double counting
because wholesale and limited purpose
institutions are not subject to the
lending test and, therefore, are not
evaluated on their level and distribution
of home mortgage, small business, small
farm and consumer loans.

§  .42(b)(2)-3: When the primary
purpose of a loan is to finance an
affordable housing project for low-or
moderate-income individuals, but, for
example, only 40 percent of the units in
question will actually be occupied by
individuals or families with low or
moderate incomes, should the entire
loan amount be reported as a
community development loan?

A3. Yes. As long as the primary
purpose of the loan is a community
development purpose, the full amount
of the institution’s loan should be
included in its reporting of aggregate
amounts of community development
lending. However, as noted in
§  .22(b)(4)-1, examiners may make
qualitative distinctions among
community development loans on the
basis of the extent to which the loan
advances the community development
purpose.

§ .42(b)(3) Home Mortgage Loans

§  .42(b)(3)-1: Must institutions
that are not required to collect home
mortgage loan data by the HMDA collect
home mortgage loan data for purposes
of the CRA?

A1. No. If an institution is not
required to collect home mortgage loan
data by the HMDA, the institution need
not collect home mortgage loan data
under the CRA. Examiners will sample
these loans to evaluate the institution’s

home mortgage lending. If an institution
wants to ensure that examiners consider
all of its home mortgage loans, the
institution may collect and maintain
data on these loans.

$§ .42(c) Optional Data Collection
and Maintenance

§_ .42(c)(1)

§  .42(c)(1)-1: What are the data
requirements regarding consumer loans?

A1. There are no data reporting
requirements for consumer loans.
Institutions may, however, opt to collect
and maintain data on consumer loans. If
an institution chooses to collect
information on consumer loans, it may
collect data for one or more of the
following categories of consumer loans:
motor vehicle, credit card, home equity,
other secured, and other unsecured. If
an institution collects data for loans in
a certain category, it must collect data
for all loans originated or purchased
within that category. The institution
must maintain these data separately for
each category for which it chooses to
collect data. The data collected and
maintained should include for each
loan:

* A unique number or alpha-numeric
symbol that can be used to identify the
relevant loan file;

* The loan amount at origination or
purchase;

e The loan location; and

 The gross annual income of the
borrower that the institution considered
in making its credit decision.

Generally, guidance given with
respect to data collection of small
business and small farm loans,
including, for example, guidance
regarding collecting loan location data,
and whether to collect data in
connection with refinanced or renewed
loans, will also apply to consumer
loans.

§  .42(c)(1)(iv) Income of Borrower

§  .42(c)(1)(iv)-1: If an institution
does not consider income when making
an underwriting decision in connection
with a consumer loan, must it collect
income information?

A1l. No. Further, if the institution
routinely collects, but does not verify, a
borrower’s income when making a
credit decision, it need not verify the
income for purposes of data
maintenance.

§  .42(c)(1)(iv)-2: May an
institution list ““0” in the income field
on consumer loans made to employees
when collecting data for CRA purposes
as the institution would be permitted to
do under HMIDA?

A2. Yes.

Consumer Loans

§  .42(c)(1)(iv)-3: When collecting
the gross annual income of consumer
borrowers, do institutions collect the
gross annual income or the adjusted
gross annual income of the borrowers?

A3. Institutions collect the gross
annual income, rather than the adjusted
gross annual income, of consumer
borrowers. The purpose of income data
collection in connection with consumer
loans is to enable examiners to
determine the distribution, particularly
in the institution’s assessment area(s), of
the institution’s consumer loans, based
on borrower characteristics, including
the number and amount of consumer
loans to low-, moderate-, middle-, and
upper-income borrowers, as determined
on the basis of gross annual income.

The regulation does not require
institutions to request or consider
income information when making a
loan; however, if institutions do gather
this information from their borrowers,
the agencies expect them to collect the
borrowers’ gross annual income for
purposes of CRA. The CRA regulations
similarly do not require institutions to
verify income amounts; thus,
institutions may rely on the gross
annual income amount provided by
borrowers in the ordinary course of
business.

§§  .42(c)(1)(iv)—4: Whose income
does an institution collect when a
consumer loan is made to more than
one borrower?

A4. An institution that chooses to
collect and maintain information on
consumer loans collects the gross
annual income of all primary obligors
for consumer loans, to the extent that
the institution considered the income of
the obligors when making the decision
to extend credit. Primary obligors
include co-applicants and co-borrowers,
including co-signers. An institution
does not, however, collect the income of
guarantors on consumer loans, because
guarantors are only secondarily liable

for the debt.

§ .42(c)(2) Other Loan Data

§ .42(c)(2)-1: Schedule RC-C, Part
II of the Call Report does not allow
banks to report loans for commercial
and industrial purposes that are secured
by residential real estate, unless the
security interest in the nonfarm
residential real estate is taken only as
an abundance of caution. (See
§§  .12(u) & 563e.12(t)-3.) Loans
extended to small businesses with gross
annual revenues of $1 million or less
may, however, be secured by residential
real estate. May a bank collect this
information to supplement its small
business lending data at the time of
examination?
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Al. Yes. If these loans promote
community development, as defined in
the regulation, the bank should collect
and report information about the loans
as community development loans.
Otherwise, at the bank’s option, it may
collect and maintain data concerning
loans, purchases, and lines of credit
extended to small businesses and
secured by nonfarm residential real
estate for consideration in the CRA
evaluation of its small business lending.
A bank may collect this information as
“Other Secured Lines/Loans for
Purposes of Small Business” in the
individual loan data. This information
should be maintained at the bank but
should not be submitted for central
reporting purposes.

§ .42(c)(2)-2: Must an institution
collect data on loan commitments and
letters of credit?

A2. No. Institutions are not required
to collect data on loan commitments
and letters of credit. Institutions may,
however, provide for examiner
consideration information on letters of
credit and commitments.

§ .42(c)(2)-3: Are commercial and
consumer leases considered loans for
purposes of CRA data collection?

A3. Commercial and consumer leases
are not considered small business or
small farm loans or consumer loans for
purposes of the data collection
requirements in 12 CFR _ .42(a) &
(c)(1). However, if an institution wishes
to collect and maintain data about
leases, the institution may provide this
data to examiners as “other loan data”
under 12 CFR  .42(c)(2) for
consideration under the lending test.

§ .42(d) Data on Affiliate Lending

§  .42(d)-1: If an institution elects
to have an affiliate’s home mortgage
lending considered in its CRA
evaluation, what data must the
institution make available to examiners?

Al. If the affiliate is a HMDA reporter,
the institution must identify those loans
reported by its affiliate under 12 CFR
part 203 (Regulation C, implementing
HMDA). At its option, the institution
may either provide examiners with the
affiliate’s entire HMDA Disclosure
Statement or just those portions
covering the loans in its assessment
area(s) that it is electing to consider. If
the affiliate is not required by HMDA to
report home mortgage loans, the
institution must provide sufficient data
concerning the affiliate’s home mortgage
loans for the examiners to apply the
performance tests.

§ .43—Content and Availability of
Public File

§ .43(a) Information Available to
the Public

§_ .43(a)(1)

§  .43(a)(1)-1: What happens to
comments received by the agencies?

A1l. Comments received by a Federal
financial supervisory agency will be on
file at the agency for use by examiners.
Those comments are also available to
the public unless they are exempt from
disclosure under the Freedom of
Information Act.

§  .43(a)(1)-2: Is an institution
required to respond to public
comments?

A2. No. All institutions should review
comments and complaints carefully to
determine whether any response or
other action is warranted. A small
institution subject to the small
institution performance standards is
specifically evaluated on its record of
taking action, if warranted, in response
to written complaints about its
performance in helping to meet the
credit needs in its assessment area(s)
(§ __ .26(a)(5)). For all institutions,
responding to comments may help to
foster a dialogue with members of the
community or to present relevant
information to an institution’s Federal
financial supervisory agency. If an
institution responds in writing to a
letter in the public file, the response
must also be placed in that file, unless
the response reflects adversely on any
person or placing it in the public file
violates a law.

§  .43(a)(1)-3: May an institution
include a response to its CRA
Performance Evaluation in its public
file?

A3. Yes. However, the format and
content of the evaluation, as transmitted
by the supervisory agency, may not be
altered or abridged in any manner. In
addition, an institution that received a
less than satisfactory rating during it
most recent examination must include
in its public file a description of its
current efforts to improve its
performance in helping to meet the
credit needs of its entire community.
The institution must update the
description on a quarterly basis.

§ .43(b) Additional Information
Available to the Public

§ .43(b)(1) Institutions Other Than
Small Institutions

§ .43(b)(1)-1: Must an institution
that elects to have affiliate lending
considered include data on this lending
in its public file?

Public Comments

A1. Yes. The lending data to be
contained in an institution’s public file
covers the lending of the institution’s
affiliates, as well as of the institution
itself, considered in the assessment of
the institution’s CRA performance. An
institution that has elected to have
mortgage loans of an affiliate considered
must include either the affiliate’s
HMDA Disclosure Statements for the
two prior years or the parts of the
Disclosure Statements that relate to the
institution’s assessment area(s), at the
institution’s option.

§  .43(b)(1)-2: May an institution
retain the compact disc provided by the
Federal Financial Institution
Examination Council that contains its
CRA Disclosure Statement in its public
file, rather than printing a hard copy of
the CRA Disclosure Statement for
retention in its public file?

A2. Yes, if the institution can readily
print out from the compact disc (or a
duplicate of the compact disc) its CRA
Disclosure Statement for a consumer
when the public file is requested. If the
request is at a branch other than the
main office or the one designated
branch in each state that holds the
complete public file, the bank should
provide the CRA Disclosure Statement
in a paper copy, or in another format
acceptable to the requestor, within 5
calendar days, as required by

s .43(0){2)().

§ .43(c) Location of Public
Information

§  .43(c)-1: What is an institution’s
“main office”’?

A1l. An institution’s main office is the
main, home, or principal office as
designated in its charter.

§  .43(c)-2: May an institution
maintain a copy of its public file on an
intranet or the Internet?

A2. Yes, an institution may keep all
or part of its public file on an intranet
or the Internet, provided that the
institution maintains all of the
information, either in paper or
electronic form, that is required in
§ .43 of the regulations. An
institution that opts to keep part or all
of its public file on an intranet or the
Internet must follow the rules in
§§  .43(c)(1) and (2) as to what
information is required to be kept at a
main office and at a branch. The
institution also must ensure that the
information required to be maintained
at a main office and branch, if kept
electronically, can be readily
downloaded and printed for any
member of the public who requests a
hard copy of the information.
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§ .44—Public Notice by Institutions

§ .44-1: Are there any placement
or size requirements for an institution’s
public notice?

A1l. The notice must be placed in the
institution’s public lobby, but the size
and placement may vary. The notice
should be placed in a location and be of
a sufficient size that customers can
easily see and read it.

§ .45—Publication of Planned
Examination Schedule

§  .45-1: Where will the agencies
publish the planned examination
schedule for the upcoming calendar
quarter?

A1. The agencies may use the Federal
Register, a press release, the Internet, or
other existing agency publications for
disseminating the list of the institutions
scheduled to for CRA examinations
during the upcoming calendar quarter.
Interested parties should contact the
appropriate Federal financial
supervisory agency for information on
how the agency is publishing the
planned examination schedule.

§ .45-2: Is inclusion on the list of
institutions that are scheduled to
undergo CRA examinations in the next
calendar quarter determinative of
whether an institution will be examined
in that quarter?

A2. No. The agencies attempt to
determine as accurately as possible
which institutions will be examined
during the upcoming calendar quarter.
However, whether an institution’s name
appears on the published list does not
conclusively determine whether the
institution will be examined during that
quarter. The agencies may need to defer
a planned examination or conduct an
unforeseen examination because of
scheduling difficulties or other
circumstances.

Appendix A to Part —Ratings

Appendix A to Part —1: Must an
institution’s performance fit each aspect of a
particular rating profile in order to receive
that rating?

A1l. No. Exceptionally strong performance
in some aspects of a particular rating profile
may compensate for weak performance in
others. For example, a retail institution that
uses non-branch delivery systems to obtain
deposits and to deliver loans may have
almost all of its loans outside the institution’s
assessment area. Assume that an examiner,
after consideration of performance context
and other applicable regulatory criteria,
concludes that the institution has weak
performance under the lending test criteria
applicable to lending activity, geographic
distribution, and borrower characteristics
within the assessment area. The institution
may compensate for such weak performance
by exceptionally strong performance in
community development lending in its
assessment area or a broader statewide or
regional area that includes its assessment
area.

Appendix B to Part —CRA Notice

Appendix B to Part_ —1: What agency
information should be added to the CRA
notice form?

A1. The following information should be
added to the form:

OCC-supervised institutions only: The
address of the deputy comptroller of the
district in which the institution is located
should be inserted in the appropriate blank.
These addresses can be found at 12 CFR
4.5(a).

OCC-, FDIC-, and Board-supervised
institutions: “‘Officer in Charge of
Supervision” is the title of the responsible
official at the appropriate Federal Reserve
Bank.

Appendix A—Regional Offices of the
Bureau of the Census

To obtain median family income
levels of census tracts, MSAs, block
numbering areas and statewide
nonmetropolitan areas, contact the
appropriate regional office of the Bureau
of the Census as indicated below. The

INDEX

list shows the states covered by each
regional office.

Atlanta
(404) 730-3833
Alabama, Florida, Georgia
Boston
(617) 424-0510
Connecticut, Maine, Massachusetts,
New Hampshire, Rhode Island,
Vermont
Charlotte
(704) 344-6144
Kentucky, North Carolina, South
Carolina, Tennessee, Virginia
Chicago
(312) 353-9747
Illinois, Indiana, Wisconsin
Dallas
(214) 655-3050
Louisiana, Mississippi, Texas
Denver
(303) 969-7750
Arizona, Colorado, Montana,
Nebraska, Nevada, New Mexico,
North Dakota, South Dakota, Utah,
Wyoming
Detroit
(313) 259-1875
Michigan, Ohio, West Virginia
Kansas City
(913) 551-6711
Arkansas, Iowa, Kansas, Minnesota,
Missouri, Oklahoma
Los Angeles
(818) 9046339
Southern California, Hawaii
New York
(212) 264—-4730
New York, New Jersey—selected
counties
Philadelphia
(215) 656-7578
Delaware, District of Columbia,
Maryland, New Jersey—selected
counties, Pennsylvania
Seattle
(206) 553—-5835
Alaska, Northern California, Idaho,
Oregon, Washington
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§  42(b)(2)-3
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