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either the existing obligation or the new
obligation is not secured by a first lien on the
dwelling.

4. Refinancing—data collection. The
regulation requires collection and reporting
of data on refinancings of home-purchase and
home-improvement loans. An institution
may always determine the actual purpose of
the existing obligation (for example, by
reference to available documents). (Appendix
A of this part, Paragraph V.A.5. Code 3.)
Alternatively, an institution may:

i. Rely on the statement of the applicant
that the existing obligation was (or was not)
a home-purchase or home-improvement loan;
or

ii. Assume that the new obligation is a
refinancing of a home-purchase or home-
improvement loan only if the existing
obligation was secured by a lien on a
dwelling; or

ili. Assume that the new obligation is a
refinancing of a home-purchase or home-
improvement loan only if the new obligation
will be secured by a lien on a dwelling.

5. The broker rule and the meaning of
“broker”” and “investor.” For the purposes of
the guidance given in this commentary, an
institution that takes and processes a loan
application and arranges for another
institution to acquire the loan at or after
closing is acting as a “‘broker,” and an
institution that acquires a loan from a broker
at or after closing is acting as an “investor.”
(The terms used in this commentary may
have different meanings in certain parts of
the mortgage lending industry and other
terms may be used in place of these terms,
for example in the Federal Housing
Administration mortgage insurance
programs.) Depending on the facts, a broker
may or may not make a credit decision on an
application (and thus it may or may not have
reporting responsibilities). If the broker
makes a credit decision, it reports that
decision; if it does not make a credit
decision, it does not report. If an investor
reviews an application and makes a credit
decision prior to closing, the investor reports
that decision. If the investor does not review
the application prior to closing, it reports
only the loans that it purchases; it does not
report the loans it does not purchase. Thus,
an institution that makes a credit decision on
an application prior to closing reports that
decision regardless of whose name the loan
closes in. (Appendix A of this part,
Paragraphs IV.A. and V.B.)

6. lllustrations of the broker rule. Assume
that, prior to closing, four investors receive
the same application from a broker; two deny
it, one approves it, and one approves it and
acquires the loan. In these circumstances, the
first two report denials, the third reports the
transaction as approved but not accepted,
and the fourth reports an origination
(whether the loan closes in the name of the
broker or the investor). Alternatively, assume
that the broker denies a loan before sending
it to an investor; in this situation, the broker
reports a denial. (Appendix A of this part,
Paragraphs IV.A. and V.B.)

7. Broker’s use of investor’s underwriting
criteria. If a broker makes a credit decision
based on underwriting criteria set by an
investor, but without the investor’s review

prior to closing, the broker has made the
credit decision. The broker reports as an
origination a loan that it approves and closes,
and reports as a denial an application that it
turns down (either because the application
does not meet the investor’s underwriting
guidelines or for some other reason). The
investor reports as purchases only those
loans it purchases. (Appendix A of this part,
Paragraphs IV.A. and V.B.)

8. Insurance and other criteria. If an
institution evaluates an application based on
the criteria or actions of a third party other
than an investor (such as a government or
private insurer or guarantor), the institution
must report the action taken on the
application (loan originated, approved but
not accepted, or denied, for example).
(Appendix A of this part, Paragraphs IV.A.
and V.B.)

9. Credit decision of agent is decision of
principal. If an institution approves loans
through the actions of an agent, the
institution must report the action taken on
the application (loan originated, approved
but not accepted, or denied, for example).
State law determines whether one party is
the agent of another. (Appendix A of this
part, Paragraphs IV.A. and V.B.)

10. Affiliate bank underwriting (250.250
review). If an institution makes an
independent evaluation of the
creditworthiness of an applicant (for
example, as part of a pre-closing review by
an affiliate bank under 12 CFR 250.250,
which interprets section 23A of the Federal
Reserve Act), the institution is making a
credit decision. If the institution then
acquires the loan, it reports the loan as an
origination whether the loan closes in the
name of the institution or its affiliate. An
institution that does not acquire the loan but
takes another action reports that action.
(Appendix A of this part, Paragraphs IV.A.
and V.B.)

11. Participation loan. An institution that
originates a loan and then sells partial
interests to other institutions reports the loan
as an origination. An institution that acquires
only a partial interest in such a loan does not
report the transaction even if it has
participated in the underwriting and
origination of the loan. (Appendix A of this
part, Paragraphs I., Il., IV., and V.)

12. Assumptions. An assumption occurs
when an institution enters into a written
agreement accepting a new borrower as the
obligor on an existing obligation. An
institution reports as a home-purchase loan
an assumption (or an application for an
assumption) in the amount of the outstanding
principal. If a transaction does not involve a
written agreement between a new borrower
and the institution, it is not an assumption
for HMDA purposes and is not reported.
(Appendix A of this part, Paragraphs IV.A.
and V.B.)

Section 203.2—Definitions

2(b) Application.

1. Consistency with Regulation B. Board
interpretations that appear in the official staff
commentary to Regulation B (Equal Credit
Opportunity, 12 CFR Part 202, Supplement I)
are generally applicable to the definition of
an application under Regulation C. However,
under Regulation C the definition of an

application does not include prequalification
requests. (Appendix A of this part, Paragraph
IV.A)

2. Prequalification. A prequalification
request is a request by a prospective loan
applicant for a preliminary determination on
whether the prospective applicant would
likely qualify for credit under an institution’s
standards, or on the amount of credit for
which the prospective applicant would likely
qualify. Some institutions evaluate
prequalification requests through a procedure
that is separate from the institution’s normal
loan application process; others use the same
process. In either case, Regulation C does not
require an institution to report
prequalification requests on the HMDA-LAR,
even though these requests may constitute
applications under Regulation B. (Appendix
A of this part, Paragraphs I. and I1V.A.)

2(c) Branch office.

1. Credit union. For purposes of Regulation
C, a “branch” of a credit union is any office
where member accounts are established or
loans are made, whether or not the office has
been approved as a branch by a federal or
state agency. (See 12 U.S.C. 1752.) (Appendix
A of this part, Paragraphs ., V.A.7., and V.C.)

2. Depository institution. A branch of a
depository institution does not include a loan
production office, the office of an affiliate, or
the office of a third party such as a loan
broker. (Appendix A of this part, Paragraphs
I, V.A.7.,and V.C.) (But see Appendix A of
this part, Paragraph V.C.7., which requires
certain depository institutions to report
property location even for properties located
outside those MSAs in which the institution
has a home or branch office.)

3. Nondepository institution. A branch of a
nondepository institution does not include
the office of an affiliate or other third party
such as a loan broker. (Appendix A of this
part, Paragraphs I., V.A.7., and V.C.) (But see
Appendix A of this part, Paragraph V.C.6.,
which requires certain 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, and
thus includes vacation or second homes and
rental properties. A dwelling also includes a
mobile or manufactured home, a multifamily
structure (such as an apartment building),
and a condominium or a cooperative unit.
Recreational vehicles such as boats or
campers are not dwellings for purposes of
HMDA. (Appendix A of this part, Paragraphs
I.B., IV,,and V.A5))

2(e) Financial institution.

1. Branches of foreign banks—treated as a
bank. A federal branch or a state-licensed
insured branch of a foreign bank is a ““bank”
under section 3(a)(1) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(a)), and is
covered by HMDA if it meets the tests for a
depository institution found in §8203.2(e)(1)
and 203.3(a)(1) of Regulation C. (Appendix A
of this part, Paragraphs I.A. and 1.B.)

2. Branches and offices of foreign banks—
treated as a for-profit mortgage lending
institution. Federal agencies, state-licensed
agencies, state-licensed uninsured branches



