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Loan Origination

1 - Rate Inquiries

All originators and other sales representatives are encouraged to utilize the system'’s
comparative shopping tool for researching eligible loan product options based on
the information provided by the loan prospect. Each loan product presented must
be appropriate to the customer’s financing needs and real estate transaction.
Applicants must be provided with the necessary information regarding loan terms
and available rate lock options. For first-time homebuyers applying for an affordable
mortgage program, eligibility criteria should be explained, such as maximum

income, maximum purchase price, or eligibility for down payment assistance.

Originators must ensure applicants fully understand their requested loan program,
and acknowledge the requested product meets their needs and circumstances.
Customers may be told that uniform processing standards are followed on all loan
applications, and will include income verification, a property appraisal, credit report,
and confirmation there are sufficient funds to cover the down payment and closing
costs. After the applicant confirms they wish to continue with the application,
originators may direct the consumer to complete an on-line application or proceed

with other options for submitting a loan application.
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2 - Prequalification

A request from a consumer for a preliminary estimation of their mortgage affordability
is considered a prequalification from a “prospective applicant.” A loan pre-
qualification does not trigger the need for an adverse action when consumers are
simply asking for an approximation of their qualified mortgage amount. Based on the
combined gross income of all borrowers, originators may provide a potential “loan
amount range.” Originators must inform customers that loan eligibility is based on a
number of factors which include credit history, verification of funds, income, and a

professional property appraisal.

Prequalification requests are not required to be reported on the Home Mortgage
Disclosure Loan Application Register (HMDA-LAR). Originators must follow the
institution’s established procedure for utilizing the LOS system for prequalification
steps and documenting the information exchange. As long as the originator is not
evaluating any consumer information, an adverse action notice does not have to be

issued to non-qualifying applicants.
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3 — Application Not Accepted

If a loan application cannot be accepted, information gathered from the consumer must
be documented, along with a statement regarding the reasons. Whether or not the
prequalification triggers an adverse action is based upon how the originator responds

to information provided by the applicant. Below are examples:

Does not trigger adverse action notice:

« Based upon income disclosed, applicant may be eligible for [X loan amount or

range].
« Collateral (as described) does not meet the criteria for any loan program.

« Transaction characteristics described do not meet criteria for any loan program
(such as LTV%, owner occupancy, subordinate liens, non-occupant co-borrower,
or request for title to be held in the name of a business, nonprofit, trust, etc.)

May trigger adverse action notice:

« Originator states that the sources of income and/or liquid assets (as described)

are not from acceptable or verifiable sources.

o Originator states that the applicant(s)’ credit history does not meet the
institution’s underwriting guidelines for any loan program. Information may be
orally presented by the applicant or based on a review of documents provided

by the applicant.
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4 — Preapproval

A request from a consumer for a “letter of preapproval” is considered an application
for credit and is reported on the HMDA LAR as a preapproval request. Applicants
must be told that the preapproval is subject to the following:

1. Preapproval is subject to verification of qualifying income, transaction funds,

and satisfactory credit history.

2. Preapproval loan amount [or range] is based on the current mortgage

interest rate [of X percent] for a [30-year fixed rate mortgagel].

3. The subject property must meet the institution’s underwriting standards and

at a valuation that supports the loan-to-value requirement for the mortgage.

4. Verification steps completed in conjunction with the issuance of a
preapproval letter shall be updated prior to closing to ascertain no change

in qualifying circumstances.

5. Mortgage interest rate may be locked after submission of a home purchase

contract.
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5 — Borrower Identity Requirements

Originators are required to request borrower identity information that complies with
the institution or applicable agency or investor for the requested loan program.
Identity must be confirmed for each borrower listed on the loan application (and

promissory note or deed of trust, if applicable) prior to the extension of credit.

Identity verification must be completed in accordance with existing federal laws
requiring information and document verification, including the Department of
Treasury's Office of Foreign Assets Control (OFAC) regulations and the U.S.A. Patriot
Act.
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6 — Foreign Language Preference

In compliance with the requirement issued for loan applications taken after March 1,
2023, all conventional mortgages sold to government sponsored enterprises must
include the Supplemental Consumer Information Form (SCIF, Form 1103) to obtain the

following information:

e Homeownership education and housing counseling

« Language preference

Loan originators and processors are required to take note of the “foreign language
preference” that the applicant has indicated and proceed accordingly. Employees are
encouraged to refer to one of the Multi-language Resources for Lenders sites provided
by the Federal Housing Finance Agency, Fannie Mae, and Freddie Mac. The Uniform
Loan Application Form is available on the agencies’ sites in the following languages:

e Arabic

e Chinese

e Haitian Creole
e Korean

e Russian

e Spanish

e Tagalog

e Vietnamese

Other resources are available for all of the above-listed languages from the website of
the Consumer Financial Protection Bureau. The CFPB’s multi-language resources site

includes translated disclosures, glossaries, and legal documents.

(c) 2026 Housing Research, LLC




RATE INQUIRIES
PREQUALIFICATION
APPLICATION NOT ACCEPTED
PRE-APPROVAL

BORROWER IDENTITY

FOREIGN LANGUAGE

RACE & ETHNICITY
COLLATERAL ELIGIBILITY
ABILITY TO REPAY

PRESUMED ABILITY TO REPAY
TANGIBLE NET BENEFIT
ALTERNATIVE PRODUCT OPTIONS
PRIVATE MORTGAGE INSURANCE
HAZARD INSURANCE

SERVICE PROVIDERS

L.O. PROHIBITED ACTIVITIES
PROCESSING ASSISTANCE
CREDIT SCORING
NON-TRADITIONAL CREDIT
NON-TRADITIONAL INCOME
DOWN PAYMENT ASSISTANCE
HIGH-NEEDS AREA
COMPENSATING FACTORS
CREDIT DECISION
COUNTEROFFER

CREDIT DENIAL

SPECIFIC REASONS FOR DENIAL
WITHDRAWN APPLICATIONS
CLOSED FOR INCOMPLETENESS

7 — Homeownership Education

Loan originators and processors must take note of the information provided on the
Supplemental Consumer Information Form (SCIF, Form 1103) regarding
homeownership education and housing counselling. From 1103 specifically refers to
educational programs completed the 12 months prior to submission of a loan

application.

A completion certificate must be submitted to the institution for educational courses
completed during the previous 12 months, or for any counseling that is required prior
to loan closing. Outlined below are three policy examples:

A. Homeownership education is mandatory based on the requested program and
transaction characteristics, requiring borrowers to complete a course (such as

Fannie Mae's Home View) which is free.

B. Homeownership education is mandatory based on the requested program and
transaction characteristics, and borrowers must complete a course from a speciﬁc
provider (such as Framework) which costs $75. The fee will be disclosed on the

Loan Estimate in the section, “Services You Cannot Shop for.”

C. Homeownership education may be required based on the qualified loan
program. If the borrower can choose from a list of counselling agencies, the fee
range (such as $0 to $125) will be disclosed as “Services You Can Shop for.”
Applicants may be directed to use the Find a Counseling Tool on the CFPB

website.
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8 — Instructions for Collecting Race and Ethnicity

CFPB, Appendix B to Part 1003.

Response to questions regarding the ethnicity, race, and sex of the applicant may be
provided on the loan application form, or on a separate form that refers to the application.

1.

Lenders must ask the applicant for information regarding their race, ethnicity, and sex—
but cannot require the applicant to provide it. This rule applies to applications taken in
person, by mail, telephone, or on the internet. For applications taken by telephone,
lenders must ask questions verbally.

Applicants should be informed that federal law requires this information to be collected
in order to protect consumers and to monitor compliance with laws that prohibit
discrimination. Applicants should also be told that if the information is not provided
when the application is taken in person, the lender is required to note the information
on the basis of visual observation or surname.

If an application is submitted through electronic media with a video component, the
lender must treat the application as taken in person. If the application is accepted
through electronic media without a video component, (for example, by fax) the lender
must treat the application as accepted by mail.

If the application includes a guarantor, their ethnicity, race, and sex are not reported.

If there is more than one co-applicant, lenders must provide the ethnicity, race, and sex
only for the first co-applicant listed on the collection form.

When a lender purchases a covered loan from another institution and chooses not to
report the applicant's or co-applicant's ethnicity, race, and sex, the lender must report
that the requirement is not applicable.

Lenders must report that the requirement to report the applicant's or co-applicant's
ethnicity, race, and sex is not applicable if the applicant or co-applicant is not a natural
person, such as a corporation, partnership, or trust.
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10.

11.

12.

13.

— Instructions for Collecting Race and Ethnicity, continued

Lenders must report the ethnicity, race, and sex of an applicant as provided by the
applicant. If an applicant selects the “Asian” box, the institution reports “Asian” for
the race. Only an applicant may self-identify as being of a particular Hispanic or Latino,
a particular Asian subcategory, or of a particular Native Hawaiian or Other Pacific
Islander subcategory.

Applicants must be offered the option of selecting more than one ethnicity or race. If an
applicant selects more than one ethnicity or race, the lender must report each selected
designation (subject to the limits provided by the regulation).

If the applicant chooses not to provide the information for an application taken in person, this
fact must be noted on the collection form. Lenders must then collect the applicant's ethnicity,
race, and sex on the basis of visual observation or surname and report the basis of collection
on the form.

If the applicant declines to answer the questions by checking the “I do not wish to provide
this information” box on an application that is taken by mail or on the internet, or declines to
provide this information by stating orally that he or she does not wish to provide this
information on an application that is taken by telephone, lenders must report “information not
provided by applicant” in mail, internet, or telephone applications.

If the applicant begins an application by mail, internet, or telephone, and does not provide
the requested information on the application but does not check the box “I do not wish to
provide this information,” the lender must request the applicant’s race, ethnicity, and sex if the
applicant is meeting the lender in person to complete the application. Visual observation steps
are completed if the applicant does not provide the information.

When an applicant provides the requested information for some but not all fields, lenders
must report the information that was provided by the applicant, whether partial or complete.
If an applicant provides partial or complete information on ethnicity, race, and sex and also
checks the "I do not wish to provide this information” box on an application that is taken by
mail or on the internet, or makes that selection when applying by telephone, lenders must
report the information on ethnicity, race, and sex that was provided by the applicant.
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