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§ 1007.104 Policies and procedures. 
A covered financial institution that 

employs one or more mortgage loan 
originators must adopt and follow writ-
ten policies and procedures designed to 
assure compliance with this part. 
These policies and procedures must be 
appropriate to the nature, size, com-
plexity, and scope of the mortgage 
lending activities of the covered finan-
cial institution, and apply only to 
those employees acting within the 
scope of their employment at the cov-
ered financial institution. At a min-
imum, these policies and procedures 
must: 

(a) Establish a process for identifying 
which employees of the covered finan-
cial institution are required to be reg-
istered mortgage loan originators; 

(b) Require that all employees of the 
covered financial institution who are 
mortgage loan originators be informed 
of the registration requirements of the 
S.A.F.E. Act and this part and be in-
structed on how to comply with such 
requirements and procedures; 

(c) Establish procedures to comply 
with the unique identifier require-
ments in § 1007.105; 

(d) Establish reasonable procedures 
for confirming the adequacy and accu-
racy of employee registrations, includ-
ing updates and renewals, by compari-
sons with its own records; 

(e) Establish reasonable procedures 
and tracking systems for monitoring 
compliance with registration and re-
newal requirements and procedures; 

(f) Provide for independent testing 
for compliance with this part to be 
conducted at least annually by covered 
financial institution personnel or by an 
outside party; 

(g) Provide for appropriate action in 
the case of any employee who fails to 
comply with the registration require-
ments of the S.A.F.E. Act, this part, or 
the covered financial institution’s re-
lated policies and procedures, including 
prohibiting such employees from act-
ing as mortgage loan originators or 
other appropriate disciplinary actions; 

(h) Establish a process for reviewing 
employee criminal history background 
reports received pursuant to this part, 
taking appropriate action consistent 
with applicable Federal law, including 
section 19 of the Federal Deposit Insur-

ance Act (12 U.S.C. 1829), section 206 of 
the Federal Credit Union Act (12 U.S.C. 
1786(i)), and section 5.65(d) of the Farm 
Credit Act of 1971, as amended (12 
U.S.C. 2277a–14(d)), and implementing 
regulations with respect to these re-
ports, and maintaining records of these 
reports and actions taken with respect 
to applicable employees; and 

(i) Establish procedures designed to 
ensure that any third party with which 
the covered financial institution has 
arrangements related to mortgage loan 
origination has policies and procedures 
to comply with the S.A.F.E. Act, in-
cluding appropriate licensing and/or 
registration of individuals acting as 
mortgage loan originators. 

§ 1007.105 Use of unique identifier. 

(a) The covered financial institution 
shall make the unique identifier(s) of 
its registered mortgage loan origi-
nator(s) available to consumers in a 
manner and method practicable to the 
institution. 

(b) A registered mortgage loan origi-
nator shall provide his or her unique 
identifier to a consumer: 

(1) Upon request; 
(2) Before acting as a mortgage loan 

originator; and 
(3) Through the originator’s initial 

written communication with a con-
sumer, if any, whether on paper or 
electronically. 

APPENDIX A TO PART 1007—EXAMPLES 
OF MORTGAGE LOAN ORIGINATOR AC-
TIVITIES 

This appendix provides examples to aid in 
the understanding of activities that would 
cause an employee of a covered financial in-
stitution to fall within or outside the defini-
tion of mortgage loan originator. The exam-
ples in this appendix are not all-inclusive. 
They illustrate only the issue described and 
do not illustrate any other issues that may 
arise under this part. For purposes of the ex-
amples below, the term ‘‘loan’’ refers to a 
residential mortgage loan. 

(a) Taking a loan application. The following 
examples illustrate when an employee takes, 
or does not take, a loan application. 

(1) Taking an application includes: receiv-
ing information provided in connection with 
a request for a loan to be used to determine 
whether the consumer qualifies for a loan, 
even if the employee: 

VerDate Mar<15>2010 16:33 Mar 04, 2013 Jkt 229042 PO 00000 Frm 00279 Fmt 8010 Sfmt 8002 Q:\12\229042.XXX ofr150 PsN: PC150



270 

12 CFR Ch. X (1–1–13 Edition) Pt. 1007, App. A 

(i) Has received the consumer’s informa-
tion indirectly in order to make an offer or 
negotiate a loan; 

(ii) Is not responsible for verifying infor-
mation; 

(iii) Is inputting information into an on-
line application or other automated system 
on behalf of the consumer; or 

(iv) Is not engaged in approval of the loan, 
including determining whether the consumer 
qualifies for the loan. 

(2) Taking an application does not include 
any of the following activities performed 
solely or in combination: 

(i) Contacting a consumer to verify the in-
formation in the loan application by obtain-
ing documentation, such as tax returns or 
payroll receipts; 

(ii) Receiving a loan application through 
the mail and forwarding it, without review, 
to loan approval personnel; 

(iii) Assisting a consumer who is filling out 
an application by clarifying what type of in-
formation is necessary for the application or 
otherwise explaining the qualifications or 
criteria necessary to obtain a loan product; 

(iv) Describing the steps that a consumer 
would need to take to provide information to 
be used to determine whether the consumer 
qualifies for a loan or otherwise explaining 
the loan application process; 

(v) In response to an inquiry regarding a 
prequalified offer that a consumer has re-
ceived from a covered financial institution, 
collecting only basic identifying information 
about the consumer and forwarding the con-
sumer to a mortgage loan originator; or 

(vi) Receiving information in connection 
with a modification to the terms of an exist-
ing loan to a borrower as part of the covered 
financial institution’s loss mitigation efforts 
when the borrower is reasonably likely to de-
fault. 

(b) Offering or negotiating terms of a loan. 
The following examples are designed to illus-
trate when an employee offers or negotiates 
terms of a loan, and conversely, what does 
not constitute offering or negotiating terms 
of a loan. 

(1) Offering or negotiating the terms of a 
loan includes: 

(i) Presenting a loan offer to a consumer 
for acceptance, either verbally or in writing, 
including, but not limited to, providing a 
disclosure of the loan terms after application 
under the Truth in Lending Act, even if: 

(A) Further verification of information is 
necessary; 

(B) The offer is conditional; 
(C) Other individuals must complete the 

loan process; or 
(D) Only the rate approved by the covered 

financial institution’s loan approval mecha-
nism function for a specific loan product is 
communicated without authority to nego-
tiate the rate. 

(ii) Responding to a consumer’s request for 
a lower rate or lower points on a pending 
loan application by presenting to the con-
sumer a revised loan offer, either verbally or 
in writing, that includes a lower interest 
rate or lower points than the original offer. 

(2) Offering or negotiating terms of a loan 
does not include solely or in combination: 

(i) Providing general explanations or de-
scriptions in response to consumer queries 
regarding qualification for a specific loan 
product, such as explaining loan terminology 
(e.g., debt-to-income ratio); lending policies 
(e.g., the loan-to-value ratio policy of the 
covered financial institution); or product-re-
lated services; 

(ii) In response to a consumer’s request, in-
forming a consumer of the loan rates that 
are publicly available, such as on the covered 
financial institution’s Web site, for specific 
types of loan products without commu-
nicating to the consumer whether qualifica-
tions are met for that loan product; 

(iii) Collecting information about a con-
sumer in order to provide the consumer with 
information on loan products for which the 
consumer generally may qualify, without 
presenting a specific loan offer to the con-
sumer for acceptance, either verbally or in 
writing; 

(iv) Arranging the loan closing or other as-
pects of the loan process, including commu-
nicating with a consumer about those ar-
rangements, provided that communication 
with the consumer only verifies loan terms 
already offered or negotiated; 

(v) Providing a consumer with information 
unrelated to loan terms, such as the best 
days of the month for scheduling loan clos-
ings at the covered financial institution; 

(vi) Making an underwriting decision about 
whether the consumer qualifies for a loan; 

(vii) Explaining or describing the steps or 
process that a consumer would need to take 
in order to obtain a loan offer, including 
qualifications or criteria that would need to 
be met without providing guidance specific 
to that consumer’s circumstances; or 

(viii) Communicating on behalf of a mort-
gage loan originator that a written offer, in-
cluding disclosures provided pursuant to the 
Truth in Lending Act, has been sent to a 
consumer without providing any details of 
that offer. 

(c) Offering or negotiating a loan for com-
pensation or gain. The following examples il-
lustrate when an employee does or does not 
offer or negotiate terms of a loan ‘‘for com-
pensation or gain.’’ 

(1) Offering or negotiating terms of a loan 
for compensation or gain includes engaging 
in any of the activities in paragraph (b)(1) of 
this appendix in the course of carrying out 
employment duties, even if the employee 
does not receive a referral fee or commission 
or other special compensation for the loan. 
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(2) Offering or negotiating terms of a loan 
for compensation or gain does not include 
engaging in a seller-financed transaction for 
the employee’s personal property that does 
not involve the covered financial institution. 

PART 1008—S.A.F.E. MORTGAGE LI-
CENSING ACT—STATE COMPLI-
ANCE AND BUREAU REGISTRA-
TION SYSTEM (REGULATION H) 

Sec. 
1008.1 Purpose. 
1008.3 Confidentiality of information. 

Subpart A—General 

1008.20 Scope of this subpart. 
1008.23 Definitions. 

Subpart B—Determination of State 
Compliance With the S.A.F.E. Act 

1008.101 Scope of this subpart. 
1008.103 Individuals required to be licensed 

by states. 
1008.105 Minimum loan originator license 

requirements. 
1008.107 Minimum annual license renewal 

requirements. 
1008.109 Effective date of state requirements 

imposed on individuals. 
1008.111 Other minimum requirements for 

state licensing systems. 
1008.113 Performance standards. 
1008.115 Determination of noncompliance. 

Subpart C—Bureau’s Loan Originator Li-
censing System and Bureau’s Nation-
wide Mortgage Licensing and Registry 
System 

1008.201 Scope of this subpart. 
1008.203 Bureau’s establishment of loan 

originator licensing system. 
1008.205 Bureau’s establishment of nation-

wide mortgage licensing system and reg-
istry. 

Subpart D—Minimum Requirements for 
Administration of the NMLSR 

1008.301 Scope of this subpart. 
1008.303 Financial reporting. 
1008.305 Data security. 
1008.307 Fees. 
1008.309 Absence of liability for good-faith 

administration. 

Subpart E—Enforcement of Bureau 
Licensing System 

1008.401 Bureau’s authority to examine loan 
originator records. 

1008.403 [Reserved] 
1008.405 [Reserved] 

APPENDIX A TO PART 1008—EXAMPLES OF 
MORTGAGE LOAN ORIGINATOR ACTIVITIES 

APPENDIX B TO PART 1008—ENGAGING IN THE 
BUSINESS OF A LOAN ORIGINATOR: COM-
MERCIAL CONTEXT AND HABITUALNESS 

APPENDIX C TO PART 1008—INDEPENDENT CON-
TRACTORS AND LOAN PROCESSOR AND UN-
DERWRITER ACTIVITIES THAT REQUIRE A 
STATE MORTGAGE LOAN ORIGINATOR LI-
CENSE 

APPENDIX D TO PART 1008—ATTORNEYS: CIR-
CUMSTANCES THAT REQUIRE A STATE 
MORTGAGE LOAN ORIGINATOR LICENSE 

AUTHORITY: 12 U.S.C. 5101–5116; Pub. L. 111– 
203, 124 Stat. 1376. 

SOURCE: 76 FR 78487, Dec. 19, 2011, unless 
otherwise noted. 

§ 1008.1 Purpose. 
(a) Authority. This part, known as 

Regulation H, is issued by the Bureau 
of Consumer Financial Protection to 
implement the Secure and Fair En-
forcement for Mortgage Licensing Act 
of 2008, title V of the Housing and Eco-
nomic Recovery Act of 2008 (S.A.F.E. 
Act) (Pub. L. 110–289, 122 Stat. 2654, 12 
U.S.C. 5101 et seq.). 

(b) Purpose. The purpose of this part 
is to enhance consumer protection and 
reduce fraud by directing states to 
adopt minimum uniform standards for 
the licensing and registration of resi-
dential mortgage loan originators and 
to participate in a nationwide mort-
gage licensing system and registry 
database of residential mortgage loan 
originators. Under the S.A.F.E. Act, if 
the Bureau determines that a state’s 
loan origination licensing system does 
not meet the minimum requirements 
of the S.A.F.E. Act, the Bureau is 
charged with establishing and imple-
menting a system for all loan origina-
tors in that state. Additionally, if at 
any time the Bureau determines that 
the nationwide mortgage licensing sys-
tem and registry is failing to meet the 
S.A.F.E. Act’s requirements, the Bu-
reau is charged with establishing and 
maintaining a licensing and registry 
database for loan originators. 

(c) Organization. The regulation is di-
vided into subparts and appendices as 
follows: 

(1) Subpart A establishes the defini-
tions applicable to this part. 

(2) Subpart B provides the minimum 
standards that a state must meet in li-
censing loan originators, including 
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