V. Lending — HMDA

Examination Objectives

1. To appraise the quality of the financial institution’s
compliance management system to ensure compliance with
the Home Mortgage Disclosure Act and Regulation C.

2. To determine the reliance that can be placed on the
financial institution’s compliance management system,
including internal controls, policies, procedures, and
compliance review and audit functions for the Home
Mortgage Disclosure Act and Regulation C.

3. To determine the accuracy and timeliness of the financial
institution’s submitted HMDA-LAR.

4. To initiate corrective action when policies or internal
controls are deficient, or when violations of law or
regulation are identified.

Examination Procedures

A. Initial Procedures
Depository Institutions

1. Determine whether the depository institution is subject
to the requirements of HMDA and Regulation C by
determining if the regulatory criteria addressed in
§203.2(e)(1)() - §203.2(e)(1)(iv) are met.

Non-depository Institutions

2. Determine whether the depository institution has
a majority- owned mortgage subsidiary that meets
relevant criteria contained in §203.2(e)(2)(iii)(A)
—§203.2(e)(2)(1i1)(B). If all relevant criteria are met,
then the subsidiary is subject to the requirements of
HMDA and Regulation C.

3. Determine whether there were any mergers or
acquisitions since January 1 of the preceding calendar
year.

a. Determine whether all required HMDA data for
the acquired financial institutions were reported
separately or in consolidation. Examination
procedures that follow concerning accuracy and
disclosure also apply to an acquired financial
institution’s data, even if separately reported.

NOTE: If HMDA and Regulation C are applicable, then
the following examination procedures should be performed
separately for the depository institution and any of its
majority-owned mortgage subsidiaries; and a separate
checklist should be completed for each institution subject to
HMDA and Regulation C. Also, when determining whether
a financial institution is subject to HMDA, the examiner
should remain cognizant of any newly created MSAs and
changes in MSA boundaries, including counties which may
have been added or deleted from an MSA, thus causing

a financial institution either to become a new HMDA
reporter or no longer be a HMDA reporter. Refer to the
FFIECs web site and to the booklet, “A Guide to HMDA

Reporting, Getting It Right!” This can be a source of
reference, as it lists counties in an MSA by state.

. Evaluation of Compliance Management

Examiners should obtain necessary information necessary
in order to make a reasonable assessment regarding the
institution’s ability to collect data regarding applications
for, and originations and purchases of, home purchase
loans, home improvement loans, and refinancings for each
calendar year in accordance with the requirements of the
HMDA and Regulation C.

Examiners should determine, through a review of

written policies, internal controls, the HMDA Loan
Application Register (HMDA-LAR), and discussions
with management, whether the financial institution has
adopted and implemented comprehensive procedures to
ensure adequate compilation of home mortgage disclosure
information in accordance with §203.4(a)-(e).

During the review of the financial institution’s system

for maintaining compliance with HMDA and Regulation
C obtain and review policies and procedures along with
any applicable audit and compliance program materials to
determine whether:

1. Policies and procedures and training are adequate, on
an ongoing basis, to ensure compliance with the Home
Mortgage Disclosure Act and Regulation C.

2. Internal review procedures and audit schedules
comprehensively cover all of the pertinent regulatory
requirements associated with HMDA and Regulation C.

3. The audits or internal analysis performed include a
reasonable amount of transactional analysis, written
reports that detail findings and recommendations for
corrective actions.

4. Internal reviews include any regulatory changes that
may have occurred since the prior examination.

5. The financial institution has assigned one or more
individuals responsibility for oversight, data update,
and data entry, along with timeliness of the financial
institution’s data submission. Also determine whether
the Board of Directors is informed of the results of all
analyses.

6. The individuals who have been assigned responsibility
for data-entry receive appropriate training in the
completion of the HMDA-LAR and receive copies
of Regulation C, Instructions for Completion of the
HMDA-LAR (Appendix A of Regulation C), the Staff
Commentary to Regulation C, and the FFIEC’s “Guide
to HMDA Reporting, Getting it Right!” in a timely
manner.
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