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The Prohibition Against the Use of
Interstate Branches
Primarily for Deposit Production

The Federal Reserve Board, the Of-
fice of the Comptroller of the Cur-
rency, and the Federal Deposit Insur-
ance Corporation jointly issued a fi-
nal rule, effective October 10, 1997,
that adopted uniform regulations
implementing section 109 of the
Riegle-Neal Interstate Banking and
Branching Efficiency Act of 1994 (In-
terstate Act).1

The Interstate Act allows banks to
branch across state lines. Section 109,
however, prohibits any bank from es-
tablishing or acquiring a branch or
branches outside of its home state,
pursuant to the Interstate Act, prima-
rily for the purpose of deposit produc-
tion. Congress enacted section 109
to ensure that interstate branches
would not take deposits from a com-
munity without the bank reasonably

helping to meet the credit needs of
that community.

Subsequently, section 106 of the
Gramm-Leach-Bliley Act of 1999
amended section 109 by changing
the definition of an “interstate
branch” to include any branch of a
bank controlled by an out-of-state
bank holding company. Interagency
regulations implementing this
amendment became effective Octo-
ber 1, 2002.2

The language of section 109 and its
legislative history make clear that the
agencies are to administer section 109
without imposing additional regula-
tory burden on banks. Consequently,
the agencies’ regulations do not im-
pose additional data reporting re-
quirements nor do they require a

1 The Joint Final Rule Prohibition Against Use
of Interstate Branches Primarily for Deposit Pro-
duction is available on the Board of Governors
web site at <www.federalreserve.gov//
boarddocs/press/boardacts/1997/19970905/R-
0962.pdf>.

2 The revised Joint Final Rule Prohibition
Against Use of Interstate Branches Primarily
for Deposit Production is available on
the Board of Governors web site at
<www.federalreserve.gov/boarddocs/press/
bcreg/2002/20020605/attachment.pdf>.
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bank to produce, or assist in produc-
ing, relevant data.

The Two-Step Test
Beginning no earlier than one year
after a covered interstate branch is
acquired or established, the agency
will determine whether a bank is
complying with the provisions of sec-
tion 109. Section 109 provides a two-
step test for determining compliance
with the prohibition against interstate
deposit production offices.

1. Loan-to-deposit ratio. The first
step involves a loan-to-deposit
(LTD) ratio, which is designed to
measure the lending and deposit
activities of covered interstate
branches. The LTD ratio com-
pares the bank’s statewide LTD
ratio in the host state to the host
state LTD ratio. If the bank’s
statewide LTD ratio is at least
one-half of the relevant host state
LTD ratio, the bank passes the
section 109 evaluation and no
further review is required. Host
state ratios are prepared and made
public by the agencies annually.

2. Credit needs determination.
The second step—a credit needs
determination—is conducted if a
bank fails the LTD ratio test or if
the LTD ratio cannot be calcu-
lated due to insufficient data or
data that is not reasonably avail-
able. This step requires the exam-
iner to review the activities of the
bank, such as its lending activity
and performance under CRA, to
determine whether the bank is
reasonably helping to meet the
credit needs of the communities
served by the bank in the host
state. Banks may provide the ex-
aminer with any relevant infor-
mation, including loan data, if a

credit needs determination is per-
formed.

Although section 109 specifically re-
quires the examiner to consider a
bank’s CRA rating when making a
credit needs determination, a bank’s
CRA rating should not be the only
factor considered. However, since
most of the other factors are taken
into account as part of a bank’s per-
formance context under CRA, it is
expected that banks with a satisfac-
tory or better CRA rating will receive
a favorable credit needs determina-
tion. Banks with a less than satisfac-
tory CRA rating may receive an ad-
verse credit needs determination un-
less mitigated by the other factors
enumerated in section 109. To ensure
consistency, compliance with section
109 should be reviewed in conjunc-
tion with the evaluation of a bank’s
CRA performance.

Practical Examples of
Section 109 Application
The following charts contain ex-
amples of interstate branches that
would be subject to section 109.3

3 The banks and/or branches in the following
charts that appear in orange are subject to sec-
tion 109 review.

established or acquired under the In-
terstate Act. Bank A’s home state is
New York and its host state for the
Pennsylvania branches is Pennsylva-
nia. The Pennsylvania branches are
covered interstate branches subject to
the section 109 review. Bank A’s
statewide loan-to-deposit (LTD) ra-
tio in Pennsylvania will be compared
to the host state LTD ratio for Penn-
sylvania.

Example 1
Bank with Branches

Outside of its Home State

Bank A
New York

NY Branches PA Branches

In Example 1, Bank A is an interstate
bank with branches in Pennsylvania

In Example 2, Banks B and C are
both controlled by a BHC whose
home state is New York. Bank B is
an intrastate bank and is not subject
to the section 109 review.

Bank C’s home state is Connecticut
and it is subject to the section 109
review because it is controlled by an
out-of-state BHC whose home state
is New York. Bank C’s statewide
LTD ratio in Connecticut will be
compared to the host state LTD ra-
tio for Connecticut.

Example 3 illustrates the requirement
to look to the top tier BHC when
determining whether to conduct a
section 109 review. Banks D, E, F, and
G are all controlled by a top-tier BHC
whose home state is New York.

Example 2
Bank, Consisting Only of

a Main Office,
Controlled by an Out-of-State

Bank Holding Company

BHC
 New York

Bank B
NY

Bank C
CT

NY Branches
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Out-of-State BHC. Banks D and G
are subject to section 109 reviews
because an out-of-state top tier BHC
controls both of them. Bank D’s
home state is Pennsylvania; its state-
wide LTD ratio in Pennsylvania will
be compared to the host state LTD
for Pennsylvania. Bank G’s home
state is Connecticut; its statewide
LTD ratio in Connecticut will be
compared to the host state LTD ra-
tio for Connecticut.

Out-of-State Branches. Bank G’s
branches in New York also are also
subject to the section 109 review be-
cause Bank G is an interstate bank.

Example 3
Covered Interstate Branches Under a Multi-Tiered Bank Holding Company Structure

BHC
PA

Bank D
PA

Bank E
NY

Bank F
NY

Bank G
CT

NY Branches CT Branches

PA Branches NY Branches

BHC
 New York

BHC
 CT

Bank G’s home state is Connecticut;
its statewide LTD ratio in New York
will be compared to the host state
LTD ratio for New York.

Bank F’s branches in Pennsylvania
are also subject to the section 109 re-
view because Bank F’s home state is
New York; its statewide LTD ratio in
Pennsylvania will be compared to the
host state LTD ratio for Pennsylva-
nia.

Not Subject to Section 109 Review.
Although Bank E is owned by a BHC
headquartered in another state, its top
tier BHC is headquartered in the same

state as Bank E. Therefore, Bank E is
not subject to review for section 109
compliance because an out-of-state
BHC does not control it and it does
not have interstate branches.

Please contact your primary regula-
tor with any questions about section
109 of the Interstate Act. If
you are supervised by the Federal
Reserve Bank of Philadelphia, please
contact Constance Wallgren,
Consumer Compliance/CRA
Examinations Unit Manager
(connie.wallgren@phil.frb.org)
through the Regulations Assistance
Line at (215) 574-6568.

Cascade...a community development publication
Learn more about community development initiatives and activities in the Third District. Contact
Keith Rolland (keith.rolland@phil.frb.org) at 215-574-6569 to receive Cascade by mail, or sub-
scribe to the Reserve Bank’s email notification service at <www.phil.frb.org/phil_mailing_list/
dsp_user_login.cfm>.
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OMB’s Final Standards for
Metropolitan and Micropolitan Statistical Areas:
Implications for 2004 HMDA Reporting

The Office of Management and Bud-
get (OMB) adopted final standards
for Metropolitan and Micropolitan
Statistical Areas in 2000 and, on June
6, 2003, issued a list of these areas,
including new Metropolitan Statisti-
cal Areas (MSAs) and revisions to ex-
isting areas. In some cases, larger
MSAs are now divided into Metro-
politan Divisions. In addition to ex-
tensive revisions to existing MSAs,
there are also 49 new Metropolitan
Statistical Areas, bringing the total
number of MSAs to 370.

The OMB issued the update of sta-
tistical areas in Bulletin No. 03-04,
Revised Definitions of Metropolitan Sta-
tistical Areas, New Definitions of
Micropolitan Statistical Areas and Com-
bined Statistical Areas, and Guidance
on Uses of the Statistical Definitions of
These Areas.1  The attachment to the
Bulletin provides eight lists of areas
with their titles, definitions, and prin-
cipal cities.2

2004 HMDA Reporting:
MSA/MD
As would be expected, these changes
will affect HMDA reporting, begin-

ning with reporting of data for the
2004 calendar year.

For 2004 calendar year HMDA data,
the revised and new Metropolitan
Statistical Areas or Metropolitan Di-
visions (where appropriate) will be
used to help identify geographic in-
formation about the property loca-
tion. Reflecting the addition of Met-
ropolitan Divisions to large MSAs,
the Metropolitan Area (MA) refer-
ence used in 2003 HMDA data will
be changed to Metropolitan Statisti-
cal Area/Metropolitan Division
(MSA/MD).

The new list also contains 565
Micropolitan Statistical Areas. How-
ever, Micropolitan Statistical Areas
will not be used for HMDA reporting
purposes. In addition, the new list
contains 116 Combined Statistical
Areas, which consist of combinations
of two or more Metropolitan and/or
Micropolitan Statistical Areas. Com-
bined Statistical Areas will also not
be used in HMDA reporting.

Each MSA has at least one urbanized
area of 50,000 or more population.
There are 11 instances (Boston, Chi-
cago, Dallas, Detroit, Los Angeles,
Miami, New York, Philadelphia, San
Francisco, Seattle, and Washington)
where an MSA containing a single
core with a population of 2.5 million
or more has been subdivided to form
smaller groupings of counties referred
to as Metropolitan Divisions. In those

cases, financial institutions should use
the appropriate Metropolitan
Division’s 5-digit code  in the MSA/
MD column of the Loan Application
Register (LAR), not the Metropoli-
tan Statistical Area code assigned to
the larger populated area.

2004 HMDA Reporting:
Covered Institutions
For coverage purposes, an institution
that has offices in Micropolitan Sta-
tistical Areas only is not subject to
HMDA reporting. If the institution,
however, has a home or branch of-
fice in a Metropolitan Statistical Area
or Metropolitan Division and meets
all other reporting criteria, it is sub-
ject to HMDA reporting. When an
institution is subject to HMDA re-
porting, it must report all mortgage
lending activity.

2004 HMDA Reporting:
Property Information
For properties located in Micropolitan
Statistical Areas, or not located in a
Metropolitan or Micropolitan Statis-
tical Area at all, the institution should
report “NA” in the MSA/MD column
of the LAR. In the state and county
fields, the institution should report
the 2-digit state and 3-digit county
codes as specified by the U.S. Depart-
ment of Commerce in its Federal In-
formation Processing Standards (FIPS)
publication. Because the 2000 Cen-
sus tracted all areas, the institution
should report the census tract num-
ber in the census tract field.

1 Bulletin No. 03-04 is available on the OMB’s
web site at <www.whitehouse.gov/omb/
bulletins/b03-04.html>.
2 The attachments to Bulletin No. 03-04 are
available on the OMB’s web site at
<www.whitehouse.gov/omb/bulletins/b03-
04_attach.pdf>.
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However, if the institution is not sub-
ject to CRA reporting requirements,
the institution has the option to en-
ter “NA” in all four fields.

The New Areas
The following table lists the 2003

Metropolitan and Micropolitan Sta-
tistical Areas and related Metropoli-
tan Divisions and Components in
Pennsylvania, Delaware, and New
Jersey. The two new Metropolitan
Statistical Areas and the new
Micropolitan Statistical Areas are

highlighted. The full list of MSAs is
available on the U.S. Census Bureau’s
web site at < www.census.gov/popu-
l a t i o n / w w w / e s t i m a t e s /
metrodef.html>.

continued on page CC8

10900 Allentown-Bethlehem-Easton, PA-NJ Metropolitan Statistical Area
10900 34041 Warren County, NJ
10900 42025 Carbon County, PA
10900 42077 Lehigh County, PA
10900 42095 Northampton County, PA
11020 Altoona, PA Metropolitan Statistical Area
11020 42013 Blair County, PA
12100 Atlantic City, NJ Metropolitan Statistical Area
12100 34001 Atlantic County, NJ
14100 Bloomsburg-Berwick, PA Micropolitan Statistical Area

NEW14100 42037 Columbia County, PA
14100 42093 Montour County, PA
14620 Bradford, PA Micropolitan Statistical Area NEW14620 42083 McKean County, PA
16540 Chambersburg, PA Micropolitan Statistical Area NEW16540 42055 Franklin County, PA
20100 Dover, DE Metropolitan Statistical Area
20100 10001 Kent County, DE
20180 DuBois, PA Micropolitan Statistical Area NEW20180 42033 Clearfield County, PA
20700 East Stroudsburg, PA Micropolitan Statistical Area NEW20700 42089 Monroe County, PA
21500 Erie, PA Metropolitan Statistical Area
21500 42049 Erie County, PA
23900 Gettysburg, PA Micropolitan Statistical Area NEW23900 42001 Adams County, PA
25420 Harrisburg-Carlisle, PA Metropolitan Statistical Area
25420 42041 Cumberland County, PA
25420 42043 Dauphin County, PA
25420 42099 Perry County, PA
26500 Huntingdon, PA Micropolitan Statistical Area NEW26500 42061 Huntingdon County, PA
26860 Indiana, PA Micropolitan Statistical Area NEW26860 42063 Indiana County, PA
27780 Johnstown, PA Metropolitan Statistical Area
27780 42021 Cambria County, PA
29540 Lancaster, PA Metropolitan Statistical Area
29540 42071 Lancaster County, PA

METROPOLITAN AND MICROPOLITAN STATISTICAL AREAS AND COMPONENTS, 2003, WITH CODES

Metropolitan and Micropolitan Statistical Areas
Defined by Office of Management and Budget, 6/6/2003

CBSA Metro  Code FIPS Pennsylvania/New Jersey/Delaware
Code Division State/ Metropolitan or Micropolitan Statistical Area,

County Metropolitan Division, and Components



CC6 Third Quarter 2003 • Compliance Corner www.phil.frb.org

CBSA Metro  Code FIPS Pennsylvania/New Jersey/Delaware
Code Division State/ Metropolitan or Micropolitan Statistical Area,

County Metropolitan Division, and Components

30140 Lebanon, PA Metropolitan Statistical Area NEW30140 42075 Lebanon County, PA
30260 Lewisburg, PA Micropolitan Statistical Area NEW30260 42119 Union County, PA
30380 Lewistown, PA Micropolitan Statistical Area NEW30380 42087 Mifflin County, PA
30820 Lock Haven, PA Micropolitan Statistical Area NEW30820 42035 Clinton County, PA
32740 Meadville, PA Micropolitan Statistical Area NEW32740 42039 Crawford County, PA
35260 New Castle, PA Micropolitan Statistical Area NEW35260 42073 Lawrence County, PA
35620 New York-Newark-Edison, NY-NJ-PA Metropolitan Statistical Area
35620 20764 Edison, NJ Metropolitan Division
35620 20764 34023 Middlesex County, NJ
35620 20764 34025 Monmouth County, NJ
35620 20764 34029 Ocean County, NJ
35620 20764 34035 Somerset County, NJ
35620 35084 Newark-Union, NJ-PA Metropolitan Division
35620 35084 34013 Essex County, NJ
35620 35084 34019 Hunterdon County, NJ
35620 35084 34027 Morris County, NJ
35620 35084 34037 Sussex County, NJ
35620 35084 34039 Union County, NJ
35620 35084 42103 Pike County, PA
35620 35644 New York-Wayne-White Plains, NY-NJ Metropolitan Division
35620 35644 34003 Bergen County, NJ
35620 35644 34017 Hudson County, NJ
35620 35644 34031 Passaic County, NJ
35620 35644 36005 Bronx County, NY
35620 35644 36047 Kings County, NY
35620 35644 36061 New York County, NY
35620 35644 36079 Putnam County, NY
35620 35644 36081 Queens County, NY
35620 35644 36085 Richmond County, NY
35620 35644 36087 Rockland County, NY
35620 35644 36119 Westchester County, NY
35620 44844 Suffolk County-Nassau County, NY Metropolitan Division
35620 44844 36059 Nassau County, NY
35620 44844 36103 Suffolk County, NY
36140 Ocean City, NJ Metropolitan Statistical Area NEW36140 34009 Cape May County, NJ
36340 Oil City, PA Micropolitan Statistical Area NEW36340 42121 Venango County, PA
37980 Philadelphia-Camden-Wilmington, PA-NJ-DE-MD Metropolitan Statistical Area
37980 48864 Wilmington, DE-MD-NJ Metropolitan Division
37980 48864 10003 New Castle County, DE
37980 48864 24015 Cecil County, MD
37980 48864 34033 Salem County, NJ
37980 15804 Camden, NJ Metropolitan Division
37980 15804 34005 Burlington County, NJ
37980 15804 34007 Camden County, NJ
37980 15804 34015 Gloucester County, NJ
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CBSA Metro  Code FIPS Pennsylvania/New Jersey/Delaware
Code Division State/ Metropolitan or Micropolitan Statistical Area,

County Metropolitan Division, and Components

37980 37964 Philadelphia, PA Metropolitan Division
37980 37964 42017 Bucks County, PA
37980 37964 42029 Chester County, PA
37980 37964 42045 Delaware County, PA
37980 37964 42091 Montgomery County, PA
37980 37964 42101 Philadelphia County, PA
38300 Pittsburgh, PA Metropolitan Statistical Area
38300 42003 Allegheny County, PA
38300 42005 Armstrong County, PA
38300 42007 Beaver County, PA
38300 42019 Butler County, PA
38300 42051 Fayette County, PA
38300 42125 Washington County, PA
38300 42129 Westmoreland County, PA
39060 Pottsville, PA Micropolitan Statistical Area NEW39060 42107 Schuylkill County, PA
39740 Reading, PA Metropolitan Statistical Area
39740 42011 Berks County, PA
41260 St. Marys, PA Micropolitan Statistical Area NEW41260 42047 Elk County, PA
42380 Sayre, PA Micropolitan Statistical Area NEW42380 42015 Bradford County, PA
42540 Scranton--Wilkes-Barre, PA Metropolitan Statistical Area
42540 42069 Lackawanna County, PA
42540 42079 Luzerne County, PA
42540 42131 Wyoming County, PA
42580 Seaford, DE Micropolitan Statistical Area NEW42580 10005 Sussex County, DE
42780 Selinsgrove, PA Micropolitan Statistical Area NEW42780 42109 Snyder County, PA
43740 Somerset, PA Micropolitan Statistical Area NEW43740 42111 Somerset County, PA
44300 State College, PA Metropolitan Statistical Area
44300 42027 Centre County, PA
44980 Sunbury, PA Micropolitan Statistical Area NEW44980 42097 Northumberland County, PA
45940 Trenton-Ewing, NJ Metropolitan Statistical Area
45940 34021 Mercer County, NJ
47220 Vineland-Millville-Bridgeton, NJ Metropolitan Statistical Area
47220 34011 Cumberland County, NJ
47620 Warren, PA Micropolitan Statistical Area NEW47620 42123 Warren County, PA
48700 Williamsport, PA Metropolitan Statistical Area
48700 42081 Lycoming County, PA
49620 York-Hanover, PA Metropolitan Statistical Area
49620 42133 York County, PA
49660 Youngstown-Warren-Boardman, OH-PA Metropolitan Statistical Area
49660 39099 Mahoning County, OH
49660 39155 Trumbull County, OH
49660 42085 Mercer County, PA

Source: Metropolitan and Micropolitan Statistical Area Definitions - U.S. Census Bureau
http://www.census.gov/population/www/estimates/metrodef.html

Internet Release Date: 6/10/2003; Last Revised: 6/10/2003
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Editor.................Cynthia L. Course

Compliance Corner is published quarterly
and is distributed via SRC Insights to
institutions supervised by the Federal
Reserve Bank of Philadelphia. SRC Insights
is  available on the Federal Reserve Bank’s
web site at www.phil.frb.org. Suggestions,
comments, and requests for back issues are
welcome in writing, by telephone (215-574-
3760), or by e-mail (Cynthia.Course@
phil.frb.org). Please address all correspon-
dence to: Cynthia L. Course, Federal
Reserve Bank of Philadelphia, SRC - 7th
Floor, Ten Independence Mall, Philadel-
phia, PA 19106-1574.

The views expressed in this newslet-
ter are those of the authors and are
not necessarily those of this Reserve
Bank or the Federal Reserve System.

FEDERAL RESERVE BANK

OF PHILADELPHIA
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Assistance with the New Rules
The Consumer Compliance/CRA
Examinations Unit will conduct
training on the changes to HMDA
later this year. This training will be
targeted to compliance officers and
those individuals responsible for pre-
paring the HMDA LAR. In the in-
terim, the FFIEC’s File Specifications
for HMDA data for the 1998 to 2004
reporting periods might be a useful
resource.3

If you have any questions on the
changes to the Metropolitan and
Micropolitan Statistical Areas and
the implications for HMDA report-
ing, please contact your primary bank-
ing regulator. If you are supervised by
the Federal Reserve Bank of Philadel-
phia, please contact one of the fol-
lowing staff in the Consumer Com-
pliance/CRA Examinations Unit:

• Constance Wallgren, Manager
(connie.wallgren@phil.frb.org)
through the Regulations Assis-
tance Line at (215) 574-6568

• John Fields, Supervising Exam-
iner (john.d.fields@phil.frb.org)
through the Regulations Assis-
tance Line at (215) 574-6568

3 The FFIEC’s File Specifications are available
in Microsoft Word and PDF File formats on
the FFIEC web site at <www.ffiec.gov/hmda/
fileformats.htm>.


