Nebraska Bankers Association — Compliance Handbook

Lending

REGULATION Z — RIGHT OF RESCISSION FLOWCHART

No

Consumer Loan subject to Reg. Z is or will be
secured in whole or in part by consumer’s
principal dwelling (including mobile home, trailer
or houseboat)?

1 Yes

Residential mortgage transaction? (i.e.,
security interest taken to finance initial
acquisition or construction of the 1

principal dwelling)*

\4

Right of Rescission doesn’t

apply

Refinancing (or Credit limit increase or
COIlSOhdafflon) by existing plan or security in
same creditor with principal dwelling added

A

new or addltlonf‘l?l or increased to secure an
funds adyanced. existing plan?

Yes

Must comply with Right of Rescission:
1. Notice to each party entitled to receive it

2. No funds disbursed until midnight of the third
business day following loan consummation and
delivery of disclosure and rescission notices

*NOTE: A consumer has only one principal dwelling at a time. When a consumer buys or
builds a new dwelling to become the principal dwelling within one year or upon completion of
construction, the new dwelling is considered the principal dwelling when it secures the
acquisition or construction loan or the open-end credit line. But when a consumer is acquiring or
constructing a new principal dwelling, any loan, credit plan or extension (e.g., bridge loan)
secured by equity in a consumer’s current principal dwelling is subject to rescission regardless of
the purpose of the loan.




