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Since its inception, the Consumer Financial Protection 
Bureau (CFPB) has expanded regulatory oversight 

over financial institutions, including banks, in a vari-
ety of areas from debt collection to mortgage lending 
and credit reporting. With these increased regulatory 
requirements, banks and lenders have been forced to 
implement more robust compliance management sys-
tems, and financial institutions are becoming concerned 
that complying with new CFPB rules will hinder institu-
tions’ ability to provide quality products and services to 
consumers due to the significant compliance costs.

On October 15, 2015, after an extensive adminis-
trative rulemaking process, the CFPB issued its final 
rule regarding the requirements under Regulation C 
and the Home Mortgage Disclosure Act (HMDA), 
12 C.F.R. part 1003. HMDA requires certain financial 
institutions to collect, report, and disclose certain and 
specified information about mortgage lending activity. 

Banks and lenders have been familiar with HMDA 
requirements for some time as HMDA was originally 
enacted in 1975. 

According to the CFPB, the data collection activities 
serve three primary purposes: 

(1)  To determine whether financial institutions are 
serving community housing needs; 

(2)  To assist public officials in distributing public 
resources to attract private investment; and 

(3)  To identify potential discriminatory lending prac-
tices and patterns and to enforce antidiscrimina-
tion laws. 

For decades, most sophisticated financial institutions 
had developed and implemented HMDA compli-
ance methods, many times with the aid of third-party 
vendors. But the 796-page CFPB HMDA final rule 
includes sweeping changes regarding what is a covered 
institution, what new data will need to be collected, 
the process for reporting and disclosing the data, and 
how HMDA systems will be modified. 

Effective Dates Schedule 

and Covered Institutions 

Unlike most CFPB rules, which include one effec-
tive date, the HMDA rule becomes effective over a 
three-year implementation period. Specifically, the 
final rule adopts a standard loan-volume threshold for 
all depository and non-depository institutions. 
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On January 1, 2017, depositories, including banks, 
credit unions, and savings associations will not be 
subject to Regulation C unless they meet certain asset 
size, location, and loan activity tests and originate 
25 purchase or refinance transactions in 2015 and 2016. 

Effective January 1, 2018, the institutions that origi-
nated at least 25 closed-end mortgages in the last two 
years or at least 100 covered open-lines-of-credit in 
the past two years will be subject to the new HMDA 
rules. Additionally, a bank, savings association, or credit 
union that originated 25 mortgage loans or at least 
100 refinance loans in the past two years, and meets 
the current asset-size, location, federally related, and 
loan activity tests under Regulation C are “Covered 
Institutions.” 

Also effective January 1, 2018, Covered Institutions 
include for-profit lenders, including non-bank mort-
gage bankers, that originated 25 mortgages or more or 
at least 100 refinances in the past two years and satisfied 
the location test. 

January 1, 2019 is the effective date for certain elec-
tronic data submissions and public disclosures under 
the final rule. 

Covered Transaction Revisited 

Under the current HMDA rule, Regulation C con-
nects collection and reporting requirements to loans based 
on the purpose of the loan, specifically, whether the loan 
is for a home purchase, refinance, or home improve-
ment. But on January 1, 2018, Covered Institutions will 
need to collect data and report it on loans secured by a 
dwelling, regardless of the loan purpose. 

Businesses and commercial loans will retain the 
purpose-based criteria, meaning that collecting and 
reporting of HMDA data for these closed and open 
loans will only be required if secured by a dwelling and 
made for purposes of a purchase, home improvement, 
or refinance. 

Effective January 1, 2018, Covered Institutions 
will be required to collect, record, and report addi-
tional information for preapproval requests for home 
purchase loans that were approved but not accepted. 
This change will significantly increase the volume of 
HMDA reporting. 

New Data Points and Fair Lending 

While the CFBP through its rulemaking authority 
has issued rules in other areas using its enforcement and 
supervisory authority, Dodd-Frank actually required 
the CFPB to revise Regulation C to seek the collection 
and reporting of new data points. There are 25 new 
data points, and 14 data points are amended. Through 
the final rule, the CFPB only eliminates a few of the 
data points included in the proposed rule. 

Recall, HMDA data is used to understand fair-lending 
challenges as the CFPB explains that more information 
“will make it easier to identify new consumer protec-
tion concerns as they develop, and to assess whether 
consumers have equal and fair access to mortgages.” 

The new HMDA data points require Covered 
Institutions to collect, record, and report information 
in these five key areas:

• Information about applicants and borrowers, includ-
ing age, credit score, debt-to-income ratio, and 
underwriting system results.

• Information about the loan particulars, including 
whether the loan application was submitted to the 
institution and whether the loan could potentially be 
payable to the institution.

• Information about the dwelling securing the loan, such 
as how it is constructed, value, and type of dwelling.

• Information about structures of the loan such as the 
origination charges, lender credits, introductory rate 
period, prepayment penalties, discount points, and 
points and fees. 

• Information about personal identifiers such as 
property address, NMLS [Nationwide Multistate 
Licensing System & Registry] identifier, and legal 
entity identifier for the Covered Institution. 

CFPB Using New Technology 

for Reporting Data

The CFPB advises that it is developing a Web-based 
electronic submission program for Covered Institutions 
to use for reporting HMDA data collected. In 2018, 
using the Web-based program, Covered Institutions 
will report data collected in 2017, which is required 
under Regulation C. On January 1, 2019, the CFPB 
will replace the current guidelines for completing the 
HMDA Loan Application Register with the revised 
procedures using the Web-based program. Thus, in 
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2019, Covered Institutions will submit the new data 
collected in 2018. 

In 2020, for busy institutions that reported at least 
60,000 applications and covered loans in 2019, these 
entities will submit quarterly reports to the CFPB, the 
first report due May 30, 2020. 

Data Privacy Balancing Test 

After the proposed rule was announced, many that 
provided comment expressed concerns over how much 
of the new data points would be disclosed publicly. In 
the final rule, however, the CFPB did not definitively 
say how it would disclose information that could 
potentially identify individual borrowers. The CFPB 
advised that it will entertain more public comment at a 
later date to address privacy concerns expressed by the 
lending industry.

Industry experts have already suggested that the 
CFPB should consider permitting some information 
redaction of some data and using ranges for scored data 
such as information provided in credit reports. 

Ultimately, however, lenders should anticipate that the 
onus will be on Covered Institutions to develop, imple-
ment, test, and monitor data privacy and data breach 
programs to protect consumer information that could 
be transferred as part of the HMDA reporting process. 

System and Compliance Implications 

Financial institutions are currently dealing with the 
systems, compliance, and cost considerations of sweep-
ing changes in lending as banks and lenders imple-
ment the CFPB’s Know Before You Owe TILA-RESPA 
Integrated Disclosure (TRID) rule. Much like TRID, the 
new HMDA rule will require Covered Institutions to con-
sider information technology challenges to comply with 
the expanded data points to be reported and disclosed.

Likewise, Covered Institutions will certainly need 
to consider compliance personnel appointments who 

will understand the new HMDA rule, monitor CFPB 
revisions, work with third-party vendors that may assist 
in the process, and ensure that data point reporting 
and disclosure timely occurs in a manner that does not 
increase data privacy risks. 

The new HMDA rule will certainly test the way that 
Covered Institutions monitor third-party vendors that 
provide HMDA compliance management solutions. 
Vendors will need to ensure that software accurately 
tracks the new data points in an efficient manner. 

Consider Supervisory and 

Enforcement Implications

To be sure, enforcement agencies have tradition-
ally used HMDA data to detect discriminatory trends 
generally and to investigate financial institutions that 
disclosed questionable data. In September 2015, the 
CFPB ordered a New Jersey savings bank to pay 
$27 million to subsidize mortgage loans made in 
majority-Black-and-Hispanic neighborhoods as part of 
a settlement whereby the CFPB found that the insti-
tution violated the Equal Credit Opportunity Act by 
engaging in unlawful redlining. 

Under the new HMDA rule, by requiring Covered 
Institutions to collect more precise information on appli-
cants, both the CFPB and the US Justice Department 
could use this enhanced transparency to initiate more 
enforcement actions. 

Consider the HMDA Blueprint Now 

Covered Institutions should strongly consider the 
blueprint for complying with the new HMDA rule 
well before 2017. As the industry learned from TRID 
implementation, the cost of compliance alone will 
be significant and coupled with the operational and 
information technology challenges; time is short given 
the breadth of the new rule. Data accuracy and refine-
ment will be critical under the new HMDA rule, and 
pre-effective date testing will be vital to ensure timely 
compliance.

Reprinted from Banking & Financial Services Policy Report, January 2016, Volume 35, Number 1, 
pages 1–3, with permission from Wolters Kluwer, New York, NY, 

1-800-638-8437, www.wklawbusiness.com.
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