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2. Meaning of refinancing. A refinancing of
a loan is the satisfaction and replacement of
an existing obligation by a new obligation by
the same borrower. The term “refinancing”
refers to the new obligation. If the existing
obligation is not satisfied and replaced, but
is only renewed or modified (such as in
certain ‘““modification, extension, and
consolidation agreements”), the transaction
is not a refinancing. (Paragraph V.A.5. Code
3. of Appendix A of this part.)

3. Refinancing—coverage. For purposes of
determining whether an institution is
covered by Regulation C or is exempt, an
origination of a home purchase loan includes
the refinancing of a home purchase loan.
(Paragraphs I.B., I.C. and I.D. of Appendix A
of this part.) When an institution refinances
an existing obligation, the institution must
either:

i. Assume that if the refinancing results in
a new obligation secured by a lien on a
dwelling, the new obligation is a refinancing
of a home purchase loan under Regulation C
(and may assume, if the new obligation is not
secured by a lien on a dwelling, that it is not
a refinancing of a home purchase loan); or

ii. Determine the purpose of the existing
obligation. The institution may use the
following guidelines:

a. The institution may rely on the
statement of the applicant or borrower.

b. If the existing obligation was secured,
the institution may assume that it was for
home purchase purposes, and that the new
obligation is a refinancing of a home
purchase loan under Regulation C.

c. If the existing obligation was unsecured,
the institution may assume that it was not for
home purchase purposes, and that the new
obligation is not a refinancing of a home
purchase loan under Regulation C.

4. Refinancing—data collection. For
purposes of data collection (paragraph V.A.5.
Code 3. of Appendix A of this part) an
institution must either:

i. Assume that if a refinancing results in a
new obligation secured by a lien on a
dwelling, the new obligation is a refinancing
of a home purchase or home improvement
loan under Regulation C (and may assume, if
the new obligation is not secured by a lien
on a dwelling, that it is not a refinancing of
a home purchase or home improvement
loan); or

ii. Determine the purpose of the existing
obligation. The institution may use the
following guidelines:

a. The institution may rely on the
statement of the applicant or borrower.

b. If the existing obligation was secured,
the institution may assume that it was for
home purchase or home improvement
purposes, and that the new obligation is a
refinancing under Regulation C.

5. Meaning of “‘broker’” and ‘“‘investor
institution.” The term “‘broker” (or
correspondent) refers to any party (whether
a bank, thrift, credit union, mortgage banker,
mortgage broker, or other type of depository
or nondepository institution) that takes and
processes loan applications from applicants
and that has an arrangement with another
party (an “‘investor institution”) under which
the investor institution (1) reviews the
application prior to closing, (2) makes a

credit decision, and (3) determines whether
to acquire the loan at or after closing.
(Paragraphs IV.A. and V.B.1. of Appendix A
of this part.)

6. The broker rule—originations. If an
investor institution reviews a loan
application from a broker prior to closing,
makes a decision to extend credit, and then
acquires the loan at or after closing, the
investor institution originates that loan for
purposes of Regulation C, whether the loan
closes in the name of the broker or the
investor institution. If a broker submits a loan
application to more than one investor, each
investor reports the action it has taken on the
application. For example, each investor
denying the application reports a denial.
(Paragraphs IV.A. and V.B.1. of Appendix A
of this part.)

7. Broker’s use of investor institution’s
underwriting criteria. A broker makes a
decision to extend credit based on
underwriting criteria set by an investor
institution, but without the investor
institution’s review before closing. Under
these facts, the broker originates that loan for
purposes of Regulation C (unless the broker
is an agent or contract underwriter for the
investor institution), and the investor
institution that acquires the loan after closing
purchases the loan under Regulation C. If the
broker is subject to Regulation C, the broker
reports as originations the loans that it
approves and closes, and reports as denials
the loan applications that it turns down
(either because they do not meet the
investor’s underwriting guidelines or for
some other reason).

8. Post-closing review by the investor
institution. An investor institution agrees
with a broker to purchase loans that meet the
investor institution’s underwriting
guidelines, which the broker uses in making
credit decisions on loan applications. The
investor institution reviews loans only after
closing to confirm that the loans meet its
underwriting guidelines. Under these facts,
the broker originates the loans and the
investor institution purchases the loans
under Regulation C. If the broker is covered
by Regulation C, the broker reports as
originations the loans that it approves and
closes, and reports as denials the loan
applications that it turns down. The investor
reports only those loans it purchases.

9. Third-party underwriting guidelines. An
investor institution agrees to purchase from
a broker loans that have government or
private insurance, but does not review loan
applications prior to closing. The broker
evaluates loan applications using the
insurer’s guidelines, or delivers applications
to the insurer for a determination on whether
it will insure the loan. After closing, the
investor institution purchases those loans
that have been insured. Under these facts, the
broker makes the credit decisions and the
investor institution purchases the loans
under Regulation C. The investor reports
those loans it purchases; it does not report
other loans. If the broker is covered by
Regulation C, it reports as originations the
loans that it approves and closes, and reports
as denials the loan applications that it turns
down.

10. Participation loan. If an institution
participates in the underwriting and

origination of a home purchase or home
improvement loan, it may report the
transaction as an origination to the extent of
its participation interest, or it may choose not
to report the transaction. If an institution
chooses to report originations, it must also
report applications that do not result in
originations (for example, denials). When a
single institution originates the loan and
subsequently sells participation interests to
other institutions, those institutions report
their interests as purchased loans.
(Paragraphs L., 1., IV. and V. of Appendix A
of this part.)

Section 203.2—Definitions
(2)(b) Application.

1. Consistency with Regulation B. The
definition of “‘application” in Regulation C is
virtually identical to the definition of
“application” in Regulation B (Equal Credit
Opportunity, 12 CFR Part 202). Accordingly,
guidance in the official staff commentary to
Regulation B is generally applicable to the
definition of an application under Regulation
C. (Paragraph IV.A. of Appendix A of this
part.)

2. Prequalification. A prequalification
request is generally considered to be a
request by a prospective loan applicant to a
lending institution for a preliminary
determination on whether the prospective
applicant would likely qualify for credit
under the institution’s standards, or on how
much credit the prospective applicant would
likely qualify for. Further, a prequalification
request is generally evaluated by the
institution through a procedure that is
separate from the institution’s normal loan
application process. A prequalification
request is not an application under
Regulation C, even though it may constitute
an application under Regulation B, requiring
a lender to notify an applicant of the action
taken. (Paragraphs I. and IV.A. of Appendix
A of this part.)

(2)(c) Branch office.

1. Depository institution. A branch of a
depository institution does not include a loan
production office or the office of an affiliate,
nor does it include the office of a third party
such as a loan broker. (Paragraphs I., V.A.6.
and V.C. of Appendix A of this part.)

2. Nondepository institution. A branch of a
nondepository institution does not include
the office of an affiliate or other third party.
(Paragraphs 1., V.A.6. and V.C. of Appendix
A of this part.) (But see paragraph V.C.6. of
Appendix A of this part, requiring
nondepository institutions to report property
location even in MSAs where they do not
have a physical location.)

(2)(d) Dwelling.

1. Scope. The definition of “‘dwelling” is
not limited to the principal or other
residence of the applicant or borrower. Thus,
vacation or second homes and rental
properties are dwellings under Regulation C.
Dwvellings include mobile or manufactured
homes, multifamily structures (such as
apartment buildings), and condominium and
cooperative units. Recreational vehicles such
as boats or campers are not dwellings.
(Paragraphs I.B., 1V., and V.A.5. of Appendix
A of this part.)

(2)(e) Financial institution.



