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Agenda

In Today’s Session we will cover the ATR & QM Story

—The Who & Why

* Dodd-Frank Wall Street Reform & Consumer Protection Act

— The Enforcer
« Consumer Financial Protection Bureau (CFPB)

— The Basic Rule
* Ability-to-Repay (ATR) Rule
— The Agencies Reaction

* Fannie Mae Release Notes 9.1
* Freddie Mac Bulletin

— The Quality Definition
* Qualified Mortgages (QM)
— CFPB References
— Genworth’s QM Products
— Genworth’s QM Resources & Tools
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The Who

Dodd-Frank Wall Street Reform & Consumer
Protection Act

The Dodd-Frank Bill

— Massive piece of legislation intended to address countless problem areas that are
believed to have caused the financial crisis

— More than 2,300 pages long and includes 16 titles

— Dodd-Frank calls for many regulations to be promulgated over the next year to
implement the provisions of the legislation

— Law enacted back in July 2010, - still a lot of rulemaking to come

— 2014 enacted QM, ATR, QRM
— 2015 enacted The Know Before You Owe Disclosures aka TRID
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http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf

The Action
Dodd Frank

In July 2010, Congress passed and President Obama signed the Dodd-
Frank Wall Street Reform and Consumer Protection Act.

— Title X -Created the Consumer Financial Protection Bureau (CFPB)
— Title XIV (The Mortgage Reform and Anti-Predatory Lending Act)
The CFPB:

— Consolidates federal consumer financial protection rule-making in one place.
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The Enforcer- CFPB

As of July 2011, the Consumer Financial Protection Bureau, created
with the passage of the Dodd-Frank Act, is the principal federal
agency responsible for enforcement of RESPA laws and regulations.
— State attorneys general, state insurance commissioners and other state
agencies also have authority to enforce RESPA
In January of 2012, President Obama appointed Richard Cordray to be
the first Director of the CFPB.

Kathy Kraninger is the current Director.

In addition to requiring that they write rules to implement consumer
protection statutes, the Dodd-Frank Act requires the CFPB to review
some of their rules within five years after they take effect. These
required reviews are called assessments. They are conducting an
assessment of our ATR/QM rule, and will issue a report of the
assessment by January 2019.
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CFPB Functions

Oversees rule-making for federal consumer financial protection laws.

Supervises large banks and most non-banks for compliance with
federal consumer financial laws.

Restricts unfair, deceptive, or abusive acts or practices.

Enforces laws that outlaw discrimination and other unfair treatment in
consumer finance.

Enforces federal consumer financial protection laws.
Takes, investigates, and responds to consumer complaints.

Promotes and conducts financial education programs.

Collects, researches, monitors, and publishes information to identify
risks to consumers and the proper functioning of markets.
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The Rule
CFPB’s Ability-to-Repay (ATR) Rule

Final CFPB rule, January 10, 2014, requires mortgage lenders to
consider consumers’ ability to repay loans before extending credit

— Excludes open-end credit, timeshare plans, reverse mortgages and certain
temporary loans

Y,
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Ability-to-Repay (ATR) Rule

Key concepts of the new rule:

— The creditor must make a reasonable and good faith determination that the
consumer has the ability to repay the loan.

» Mortgage borrowers must provide ample financial documentation; lenders must verify
the documents.

* In order to be approved for a particular home loan, the borrower must have sufficient
income and assets to repay the loan.
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Ability-to-Repay (ATR) Rule

At minimum, creditors must consider:

1. Current or reasonably expected income or assets
Current employment status
Monthly payment on the covered transaction
Monthly payment on any simultaneous loan
Monthly payment for mortgage-related obligations
Current debt obligations, alimony, and child support
Monthly debt-to-income ratio or residual income
Credit history

©®NOOhE WD

Creditors must verify the information using reliable third party records

Appendix Q contains the standards for determining monthly debt and
income.
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Ability-to-Repay (ATR) Rule

Borrowers must be able to repay the mortgage:
— Lenders must make a reasonable and good faith determination
— Lender must review the borrower’s available income and assets

Applicant must provide certain documents that show income and
assets. These documents include, but are not limited to-

Bank statements IRS W-2 forms
Tax returns Payroll statements

See Appendix Q for documentation & calculation requirements
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Ability-to-Repay (ATR) Rule

Deceptive ‘teaser rates’ are prohibited

— The mortgage rate shown to a borrower cannot mask the true cost of the
loan

Mortgage lenders cannot measure the borrower’s ability to repay the
loan based on a teaser rate

— (A teaser rate is an introductory interest rate that is lower than the long-

term rate. They are typically associated with adjustable-rate mortgage
loans.)

—In determining a borrower’s ability to repay the creditor must base that
determination on the fully-indexed rate and the fully amortizing monthly

payments, not the monthly payment during the introductory or teaser
period.
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Agency Reaction
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Fannie Mae SEL 2013-06
Ability to Repay or ATR and -

Qualified Mo rtg ages Selling Guide Announcement SEL-2013-06
August 20, 2013
—_ M ax |Oa Nn te rm 30 yea rs Selling Guide Updates Related to Ability to Repay and Qualified Mortgages

M t b f II rt' H The Consumer Financial Protection Bureau (CFPB) issued a final rule on January 10, 2013, and subsequent
- U S e u y a m O IZI n g amendments on May 29, 2013 and July 10, 2013, implementing the “ability to repay” (ATR) provisions of the
Dodd-Frank Wall Street Reform and Consumer Protection Act, which amended the Truth in Lending Act
(TILA). The rule generally requires lenders to make a reasonable, good faith determination of a consumer's

— Total feeS/pOi ntS n Ot to exceed 3 % Of ability to repay before criginating a mortgage loan and establishes certain protections from liability for *gualified
mortgages.”

At the direction of the Federal Housing Fi A FHFA), Fannie M d Freddis Mac h worked

the Ioa n al I |0u nt (note there are SOI J Je togetﬁerlto f;r:‘lulateeand aIEn oﬂnui:r%mr:ligﬁrerﬁsxythat adgire:snmi C?;E?nrule Faniﬁle Mcae?;eupdahng

the Selling Guide to implement these requirements and as a follow-up to Lender Letter LL-2013-08, Additional

t H Information about Ability to Repay and Qualified Morigage Requirsments. In addition, Fannie Mae is making a
excep IonS number of cther related policy changes.

The Sefling Guide has been updated for the following:
= Ability to Repay and Qualified Mortigages
= Dther Related Selling Guide Updates Mot Subject to Alignment
Each of the updates is described below. The affected topics are dated August 20, 2013, and are listed in the

httpS //WWW COﬂSU mel’fl nance ) qOV/e req U|at|0nS/ g.hﬂaﬂ:gh;ent to the Announcement. Lenders should review each topic to gain a full understanding of the pelicy
1026-32/2013-12125#1026-32-b Effective Date

The new and updated policies are effective for mortgage loans with application dates on or after January 10,
2014,

Ability to Repay and Qualified Mortgages

ATR Covered Loan Eligibility Requirements

An ATR Covered Loan i= a morigage loan that is subject to the TILA's ability to repay requirements under
Regulation Z, and is otherwise not an ATR Exempt Loan (defined below), with an application date on or after
January 10, 2014. An ATR Covered Loan must meet the following requirements, in addition to the other
underwriting and eligibility requirements in the Selling Guide:

= have a loan term not exceeding 30 years;

= be a fully amortizing loan, as defined in Regulation Z; and

= have total points and fees not in excess of 3% of the total loan amount (or such different amount as
provided in 12 CFR §1026.43(e)(3)), all as determined in accordance with Regulation Z.

2013 Fannie Mae. Trademarnks of Fannie Mas. SEL-2013-06 Page 1
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Fannie Mae
Updates ARM Qualifying Ratio in DU

Updated Qualifying Rate Requirements

DU Version 9.1 will qualify all 7/1 and 10/1 Fannie Mae ARMs at the greater of the fully indexed rate or note
rate. DU will use the following interest rates to determine the proposed PITI used when qualifying the
borrower:

Mortgage Type Qualifying Interest Rate

Fixed-Rate Mortgages Note Rate

6-Month to 5-Year ARMs' Greater of the fully indexed rate or the note rate + 2.0%

7- to 10-Year ARMs' Greater of the fully indexed rate or the note rate

Lender ARM Plans

Lender ARM Plans Interest rate entered in the ARM Qualifying Rate field. If an
interest rate is not entered, DU uses the note rate + 2.0%.

" The fully indexed rate is defined here as the index plus the margin as entered in the online loan application. The index
and margin are required for all Fannie Mae ARM loans submitted to DU.
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Freddie Mac Bulletin 2013-16

Updates in Response to CFPB final 2\

rule on ATR (ability to repay) T
— Retiring Mortgages with original
maturities >30 years
— Retiring Prepayment Penalty
Mortgages
— New Points & Fees Thresholds to
replace the existing 5% threshold

— Updates requirements for HPML’s on
Relief refinance Mortgages and ARM'’s
with Initial Periods of 7 or 10 years

See next slide

ATR & QM

Bulletin

NUMBER: 2013-16

TO: Freddie Mac Sellers Augmst 20, 2013

SUBJECT: UPDATES IN RESPOMNSE TO THE CFPB FINAL RULE ON ABILITY TO REPAY
Ths Single-Family Seller/Servicer Guide (“Cude”) Bulletin updates our requiremants in response to the
final rule of the Consumer Financial Protechon Burean (CFPB) implementing the abality to repay
provisions (ATR™) under the Truth-mn-Lending Act, as amended by the Diodd-Frank Wall Street Fefoom
and Consumer Protection Act of 2010 ("CFPB final mla"). The updated requirements includa:

m  Retming Mortzages with onginal matuities in excess of 30 years as elighls Freddie Mac Mortzages
m FRetinng Prepayvment Peralty Mortzages as elizible Freddie Mac Mortgages
m Infroducing new points and fees thresholds to replace the xasting Freddie Mac 5% threshold
m Updating cwr requirements for Higher- Priced Mottzage Loans (HPMLs) for the following Meortgages:
0O Freddie Mac Ralief Refinance Maortgages™
1 ARM: with Imtial Periods of 7 or 10 years

In the context of the CFPB final rule, we are also providing Sellers with addihonal mformation about
Mortgages evaluated through Loan Prospector”, our representation and wamanty framework, government
Mortzages and ULDD Datz Poimnts.

EFFECTIVE DATE

The changes apnounced m this Bulletin are effective for Mortzages wath Application Received Dates on
or after January 10, 2014,

In zddition, Mortgages with onginal matuties in execass of 30 years and Prepayment Panalty Mortzages
st have a Freddie Mac Settlement Date on or before July 31, 2014,

BACKGROUND

On Japuary 10, 2013, the CFPB final mule was issued, which generally requires a Seller to make 2
reasonable, zood faith determination of a Bomrower's ability to repay before onmnating a Mortzage and
establishes certain protections from labality for qualified mortgages. The CTFB final mule includes
amendments subsequently releazed by the CFPB on May 29, 2013 and Tuly 10, 2013 and will be effectrve
for Mortzages with applications received on o after Janmary 10, 2014,

At the direction of the Faderal Honsing Finance Agency (FHFA), Fraddia Mac and Fanme Mae have
worked together in an effort to alizn updated requirements m response to the CFPB firal mle.

2
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Additional Guidance

https://www.consumerfinance.gov/erequlations/1026-32/2013-12125#1026-32-b

ATR & QM

eRegulations

12 CFR Part 1026 (Regulation Z)

= c8 Q

TABLE OF CONTENTS

SUBPART A - General

§1026.1

Authority, purpose,
coverage, organization,

enforcement, and liability.

§1026.2
Definitions and rules of
construction.

§1026.3

Exempt transactions.

§1026.4

Finance charge.

SUBPART B - Open-End
Credit

§1026.5

General disclosure
requirements.

§1026.6

Account-opening disclosures.

<

SubpartE | §1026.32(a)(2)(iii) Effective Date: 6/1/2013

b. Definitions.
For purposes of this subpart, the following definitions apply:

1. For purposes of paragraph (a)(1)(ii) of this section, points and fees means:

i. Allitems required to be disclosed under § 1026.4(a) and 1026.4(b), except interest or the time-price
differential;

OFFICIAL INTERPRETATION TC 32(b)(1)(i) SHOW @
ii. All compensation paid to mortgage brokers;
OFFICIAL INTERPRETATION TO 32(b){1)(ii) SHOW @

fii. Allitems listed in § 1026.4(c)(7) (other than amounts held for future payment of taxes) unless the charge is
reasonable, the creditor receives no direct or indirect compensation in connection with the charge, and the
charge is not paid to an affiliate of the creditor; and

iv. Premiums or other charges for credit life, accident, health, or loss-of-income insurance, or debt-cancellation
coverage (whether or not the debt-cancellation coverage is insurance under applicable law) that provides for
cancellation of all or part of the consumer's liability in the event of the loss of life, health, or income or in
the case of accident, written in connection with the credit transaction.

OFFICIAL INTERPRETATION TC 32(b){1)(iv) SHOW @
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Ability-to-Repay (ATR) Rule

Exemptions for refinance loans:

—There is an exception to the ATR rule for homeowners who
are trying to refinance out of a risky mortgage and into a
more stable loan. Per the ATR rule, nonstandard loans with
interest-only payments or negative amortization features can
be refinanced under certain conditions without following the
ATR requirements if lenders are refinancing the homeowner
into a standard mortgage.

N2
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Qualified Mortgages (QM)

A Qualified Mortgage is a home loan that meets certain standards set
forth by CFPB

Lenders that generate such loans will be presumed to have also met
the ATR Rule mandated by the Dodd-Frank Act

The QM Rule, as defined by CFPB, is designed to create safer loans by
prohibiting or limiting certain high-risk products and features

— Lenders that make QM loans will receive some degree of legal protection
against borrower lawsuits, either in the form of a safe harbor or rebuttable

presumption

N2
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Qualified Mortgages (QM)

Qualified Mortgages have different legal protections for a lender
depending on whether the loan is a higher-priced transaction (APR

exceeds the average prime offer rate for a comparable transaction by
1.5 percentage points or more).

— A higher-priced loan that is a QM has a rebuttable presumption of compliance
with the ATR requirements, meaning the consumer can rebut the presumption by

providing evidence that the creditor did not make a reasonable and good faith
determination of the consumer’s ability to repay.

— However, if the QM loan is not a higher-priced transaction (APR does not exceed
APOR by 1.56%), the lender is provided a safe harbor from liability, meaning the
loan is deemed to comply with the ATR requirements.

by
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Qualified Mortgages (QM)

Generally, a QM loan has: (i) substantially equal monthly payments, (ii)
a loan term <= 30 years,

(iii) points and fees that do not exceed 3%,

(iv) been underwritten using the maximum interest rate that may apply
during the first 5 years (and with amortizing monthly payments),

N2
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Qualified Mortgages (QM)

(v) the creditor considers and verifies the borrower’s income, assets
and debts in accordance with Appendix Q, and

(vi) a DTI that does not exceed 43%. However, for a transitional
period, loans that are eligible for purchase by Fannie or Freddie, FHA,
VA, USDA, Rural Housing Service, a mortgage is a QM loan if it meets
conditions (i)-(iii) above. Note the loan only needs to be eligible for
purchase; actual sale to Fannie/Freddie isn’t required.

N2
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GSE Patch

Bt Consumer Financil Washington, D.C. — The Consumer Financial Protection Bureau (Bureau) today issued an
] .. Protection Bureau

Advance Notice of Proposed Rulemaking (ANPR) seeking information relating to the
Consumer Tools Practitioner Resourc g hiration of the temporary qualified mortgage provision applicable to certain mortgage

loans eligible for purchase or guarantee by the Government Sponsored Enterprises (GSEs),
< Newsroom Fannie Mae and Freddie Mac, in the Bureau's Ability to Repay/Qualified Mortgage
(ATR/QM) Rule. This provision, also known as the GSE patch, is scheduled to expire no later

Consumer Financial Pr¢thanJan. 10, 2021.

Qualified Mortgage ANThe ANPR states that the Bureau currently plans to allow the GSE Patch to expire in January
2021 or after a short extension, if necessary, to facilitate a smooth and orderly transition

SHARE THIS n u m E away from the GSE Patch.

The Dodd-Frank Wall Street Reform and Consumer Protection Act amended the Truth in
Lending Act (TILA) to establish ability-to-repay requirements for most residential mortgage
loans. TILA identifies factors a creditor must consider in making a reasonable and good
faith assessment of a consumer’s ability to repay or ATR. TILA also defines a category of
loans called qualified mortgages for which creditors may presume compliance with the
ability-to-repay (ATR) requirements. The GSE Patch, adopted in the Ability to
Repay/Qualified Mortgage Rule, expanded the definition of qualified mortgage to include
certain mortgage loans eligible for purchase or guarantee by the GSEs, and in most cases
these loans are granted a safe harbor from legal liability in connection with the ATR
requirements. These Temporary GSE QM loans generally qualify for that safe harbor from
legal liability even if their debt-to-income ratio exceeds the 43 percent threshold otherwise
generally required for loans to obtain qualified mortgage status.

https://www.consumerfinance.gov/about-us/newsroom/bureau-releases-qualified-mortgage-anpr/
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HPML & HPCT

HIGHER-PRICED MORTGAGE LOAN (HPML)

The Guide glossary

A first-lien Mortgage secured by a Primary Residence that has an annual percentage rate (APR) of 1.5% or
more above the average prime offer rate (APOR) for a comparable transaction as of the rate lock date. APR
and APOR are both defined in Regulation Z of the Board of Governors of the Federal Reserve System. The
APOR is published at least weekly by the Federal Reserve Board and is derived from pricing terms obtained
from a survey of prime mortgage lenders. An HPML does not include a second home or Investment
Property.

HIGHER-PRICED COVERED TRANSACTION (HPCT)

The Guide glossary

A first-lien Mortgage secured by a Primary Residence, a second home or Investment Property not exempt
from ability-to-repay requirements under the Truth-in-Lending Act and its implementing regulations that has
an annual percentage rate (APR) of 1.5% or more above the average prime offer rate (APOR) for a
comparable transaction as of the rate lock date. APR and APOR are both defined in Regulation Z of the
Board of Governors of the Federal Reserve System. The APOR is published at least weekly by the Federal
Reserve Board and is derived from pricing terms obtained from a survey of prime mortgage lenders. For
purposes of this Guide, a Higher-Priced Covered Transaction that is secured by a Primary Residence is also
a Higher-Priced Mortgage Loan.

From Freddie Mac’s Learning Glossary-

N2
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Qualified Mortgages (QM)

In the lead up to the crisis, too many consumers took on risky loans
that they didn’t understand. They didn’t realize their debt or payments
could increase, or that they weren’t building any equity in the home.

Before the crisis, many consumers took on mortgages that raised
their debt levels so high it was nearly impossible for them to repay the
mortgage considering all their financial obligations

N2
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Qualified Mortgages (QM)
Appendix Q

Provides additional guidance for determining Monthly Debt & Income

0 . .
c ‘ | 4 Consumer Financial Q Search B Submit a Complaint
] I. Protection Bureau

Consumer Tools Practitioner Resources Data & Research Policy & Compliance About Us

<{ Rulemaking / Interactive Bureau Regulations / 12 CFR Part 1026 (Regulation Z)

supartA-General @ Appendix Q to Part 1026 — Standards for Determining
Soze s I0ned Monthly Debt and Income

Subpart B - Open-End © THIS VERSION IS THE CURRENT REGULATION
Credit § 1026.5 S Ve ol vercione of th -,
-§1026.16 B View all versions of this regulation

Q Search this regulation

Subpart C - Closed-End @

Credit § 1026.17

-§1026.24 Section 1026.43(e)(2)(vi) provides that, to satisfy the requirements for a qualified mortgage
under § 1026.43(e)(2), the ratio of the consumer's total monthly debt payments to total

SubpartD - o monthly income at the time of consummation cannot exceed 43 percent. Section 1026.43(e)
M (2)(vi)(A) requires the creditor to calculate the ratio of the consumer's total monthly debt

https://www.consumerfinance.gov/policy-compliance/rulemaking/reqgulations/1026/Q/
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Qualified Mortgages (QM)

Liability Exposure
—General TIL Damages
—Statutory Damages
damages as set forth in TILA

—Foreclosure Provision

- a defense to a foreclosure action regardless of any statute
of limitations on a private cause of action

N2
ATR & QM 25 Genworth 7/’“\?@



http://www.consumerfinance.qov/regulations

JANUARY 10, 2013

What the new Ability-to-
Repay rule means for
consumers

ATR & QM

What to do if your lender doesn’t

follow the rules

If you think your lender is not following following the Ability-to-Replay/Qualified Mortgage
rule, the Consumer Financial Protection Bureau wants to know. You can get in touch with us
these ways:

Omnline: www.consumerfinance.sov/ complaint
By telephone (in 157 langmages):

(855) 411-CFPE (2372)
Espafiol (855) 411-CFPB (2372)
TTY/TDD (855) 729-CFFE
(2372)

B a.m. to 8 p.m. Eastern, Monday—Friday:

By mail: Consumer Financial Protection Bureau
P.0. Box 4503

Towa City, Iowa 52244

By fax: (855) 237-2392

The Ability-to-Repay,'Qualified Mortgage rule is one of many rules that protect you when vou get
2 mortgage.

You can find more information about these home mortzage rules at

http: //consumerfinance. gov/remlations.

You can see answers to frequently asked questions about home mortzages at
http:/ /consumerfinance.gov/askcfpb /.

& WHAT THE MEW ABILITY-TO-REPAY RULE MEANS FOR CONSUMERS, JANUARY 2013
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General Comparison of Ability-to-Repay Requirements with Qualified Mortgages'

ATR Standard

General QM Definition

Agency/GSE QM
(Temporary)

Balloon-Payment QM

Small Creditor QM

Small Creditor
Balloon-Pewment am

Loan feature
limitations

Loan term limit

Points & fees limit

Payment
Underwriting

Mortgage-related
obligations

Income or assets
Employment status

Simultaneous loans

Debt, alimony,
child support

DTl or Residual
Income

Credit History

£-L
cfpb

ATR & QM

No limitations
No limitations
No limitations
Greaterd fl.ity
nh'u:bdu'yrate

Consider and verify

Consider and verify
Consider and verify
Consider and verify
Consider and verify
Consider and verify

Consider and verify

Caonsumer Financia
Protection Bureau

No negative amortization,
interest-only, or balloon
payments

30 years

3%
Max rate in first 5 years

Included in underzumting .
monthly payment and DTI

Consider and verify
Included in underwriting DTI
Included in underwriting DTI
Consider and verify

DTI < 43 percent

Included in underwriting DTI

Mo negative amortization,
interest-only, or balloon
payments

30 years

3%

As applicable, per GSE or
agency requirements

As applicable, per GSE or
agency requirements

As applicable, per GSE or
agency requirements
As applicable, per GSE or
agency requirements
As applicable, per GSE or
agency requirements
As applicable, per GSE or
agency requirements
As applicable, per GSE or
agency requirements

As applicable, per GSE or
agency requirements

No negative amortization or
interest-only payments

No more than 30 vears, no
less than 5 years

3%

Amortization schedule no
more than 30 years

Included in undery'itinq .
monthly payment and DTI

Consider and verify

No specific requirement
Included in underwriting DTI
Consider and verify
Consider and verify

No specific requirement

27

Mo negative
amortization,
interest-only, or
balloon payments
30 years

3%

Max rate in first 5
years

Included in
urxierwﬁlz:ing monﬂ;lv
payment and DTI
Consider and verify
No specific
requirement
Included in
underwriting DT1
Consider and verify
Consider and verify

No specific
requirement

Mo negative
amortization or interest-
only payments

No more than 30 years,
no less than 5 years

3%
Amortization schedule
no more than 30 years

Included in under;uﬁtinq
morarmlv payment and
DTl

Consider and verify

No specific requirement
Included in underwriting
DTI

Consider and verify
Consider and verify

No specific requirement

Version 2.0, Published 08/14/2013 1
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March 2016

(1 This guide has not been updated to reflect amendments made by the
Economic Growth, Regulatory Relief, and Consumer Protection Act.

Anupdated guide will be posted when it’s available.

Ability-to-Repay and
Qualified Mortgage Rule

Small entity compliance guide

One Nundred Fifteenth Congress
of the
MNnited States of America

AT THE SECOND SESSION

Begun and held at the City of Washington on Wednesday.
the third day of January. two thousand and eighteen

cfp Csipoer Ptidel https://www.congress.qgov/bill/115th-congress/senate-
bill/2155/text#toc-

id85fe90d9cb9347bSbe06fbbf343b0cdf
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May 2018

National Assaciation of

Bulkding Sucoess. Together NAFCU | Federaliy-insured Credit Unions Federal Advocacy Education & Certification Compliance Assistance

The Economic Growth. Regulatory Relief and Consumer Protection Act

(5. 2155) o - i 5
/ Blogs & Publications / Compliance Blog / S. 2155 - Setting the Record Straight

The House passed the Economic Growth, Regulatory Relief and Consumer Protection Act
(8. 2135) by a strong. bipartisan 258-139 vote on May 22, 2018. There were no amendments
adopted and the bill was sigzned by President Trump on May 24,

The following is a summary of key provisions of interest to ABA member banks.
Title I. Tmproving Consumer Access to Mortgage Credit

QM Safe Harbor. Designate mortgages held in portfolio as Qualified Mortgages (QM) for
‘banks with less than $10 billion in assets subject to some documentation and product limitations. ' o m I Ia n Ce B I 0

This would also apply when a mortgage is transferred to a wholly-owned subsidiary where the

mertgage loan is considered an asset of the bank for regulatory accounting purposes.

Rural Appraisal Relief. Relief from appraisal requirements for some real estate transactions
(those uader $400,000) in rural areas is provided, but to qualify lenders must show that three
appraisers were not available within 5 days beyond a reasonable time frame (determined by the
‘bank) for an appraisal.

HMDA Disclosure Relief. Small volume originators (less than 500 mortgages/500 open-end
lines of credit for each of the two preceding years) are exempt from new HMDA disclosures Blog Home
added by the Dodd-Frank Act (DFA). However, banks that have received a “needs to improve”
CRA rating during each of the last 2 most recent exams or a “substantial non-compliance” rating
on the one most recent exam must still comply with the additional HMDA disclosures

JUN 04, 2018 BY BRANDY BRUYERE, NCCO, VICE PRESIDENT OF REGULATORY COMPLIANCE, NAFCU
TILA Escrow. Provides an exception to TILA escrow requirements for banks with less than
$10 billion in assets, and that have criginated 1000 or fewer loans secured by a first lien on a

principal dwelling during the preceding calendar year S. 2155 - Setting the Record Straight

TILA Waiting Period. Removes the 3-day waiting period requirement in TILA/RESPA
mortgage disclosures if the consumer receives a second offer of credit from the same lender with
a lower rate.

Credit Union Residential Loans. A 1-to-4 family dwelling that is not the primary residence of
a member of a credit union will not be considered a member business loan under the Federal
Credit Union Act. ABA strongly opposed this provision.

Title TI. Regulatory Relief and Protecting Consumer Access to Credit

Community Bank Capital Simplification. Simplify capital calculations for community banks
with less than $10 billion in assets. Federal banking agencies are required to establish a
community bank leverage ratio of tangible equity to average consolidated assets of not less than

Connecticut Avenue, NW I W

ton, DC 20036 1 1-BO0-BANKERS | M

https://www.aba.com/Compliance/Documents/Executive  https://www.nafcu.org/compliance-blog/s-2155-setting-
-Summary-S2155-Enacted.pdf record-straight
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Genworth’s QM Resources & Tools

. 800 444.5664 | =

b4
Genworth 3, Z.

( Search

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING

Qualified Mortgage (QM) Resources
Handy resources to help you select the right Genworth QM-friendly mortgage
insurance plan for you and your borrower.

Understanding the QM
Requirements

An overview of the QM Final Rule from the
Consumer Financial Protection Bureau (CFPB)
under the Dodd-Frank Wall Street Reform
and Consumer Protection Act.

MI Product Options for QM
Points and Fees

We've provided a convenient table to help
you identify which Genworth M| product best
addresses your Consumer Financial
Protection Bureau (CFPB) requirements for
the QM Points and Fees 3% limit.

https://new.mortgageinsurance.genworth.com/requlatory-resources

N2
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Product Positioning &

Points & Fees Considerations

Product positioning and marketing is focused

on products that have limited to no

implementation and Points and Fees impacts

for customers.

ATR & QM
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Qualified Mortgage (QM) Points and Fees

MI Plan Options

At Genworth Mortgage Insurance, we are making it simple for you to identify the mortgage insurance
product that addresses your needs for Consumer Financial Protection Bureau (CFPB) requirements for the
Points and Fees limit of 3% under QM. Please refer to the table below for a summary of Genworth's premium

plans and the impact on the calculation of points and foes.

Genworth Payment or Excluded from Poi

Product Type and Fees Calculation

All Borrower-Paid Monthly

Premium M

All Borrower-Paid Annual

Premium g

Borrower-Paid Split and Single
Premium (Refundable)

All Lender-Paid Plans (Manthly,
e s it g

Housing Finance Agency (HFA)
Programs including Monthly and
Single Premiums

Borrower-Paid Single Premium

g
(Non-Refundsble) O
O

Borrower-Paid Split Premium
{Non-Refundable)

YES, upto 1.75%

Notes and Considerations

Periodic Ml premiums, including any initial payment
due at closing, are NOT included in points and fees
calculation (per CFPE).

Periodic Ml premiums, including any initial payment
due at closing, are NOT included in points and faes
cslculation (per CFPB)

Single and up-front Split Premiums up to the FHA
premium rate (currently 1.75%), are excluded if the
pramium is refundable pro rata. Premiums above 1.75%
areincluded in the points and fees calculation

MI premium cost reflected in the Mortgage interest rate
is not included in points and fees. APR to APOR test for
high price loan would still apply.

OM rule exempts any premium charged for loans sold
10 a state agency.

Non-Refundable single premium s included in points
and fees.

Non-Refundable portion of premium is included in
points and fees calculation.

95291001113 2013 Genwarth Financia), Inc. Al rights reserved




Genworth Rate Express®

Genworth 1; :F
(3—:_:.-':-“ Q]

X, 8004445664 | 4 | O LOG IN TO:
MANAGE M

MI & RATES UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

) Rate Express UTIONS THAT MATTER Genworth Mortgage Insurance
Rate Cards ‘
GenRATE \ ‘ /
MI Products ‘
About MI ¥ \ /

Master Policy

Resources

Ml vs. FHA
Comparison

HARP Info ' / ‘ \

\\/

LEARN MORE

/\\

2| Underwriting Rate Express™ LOS
—=| Innovate Underwriting Find Rates Quick Streamline Your Systems
— 1 KknowMORE GET A QUOTE NOW LET'S GO

\l/

mi.genworth.com
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Genworth Underwriting Guidelines

Genworth :; i: E.Fajlio:m:;.ssm =1 ..-:;]

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

YOU-CENT Underwriting Guides & Credit

ER Genworth Mortgage Insurance
Policy Updates

\\/

Regulatory Resources

Contract Services
Underwriting

\\/

LEARN MORE

/\\

Underwriting Tips

Innovate Underwriting Find Rates Quick Streamline Your Systems

KNOW MORE GET A QUOTE NOW

Underwriting o | Rate Express™ @ LOS

LET'S GO

\Il/

mi.genworth.com
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LOS Connections

Genworth 1; :F
( search Q)

t. 800444.5664 | 5 | O LOG IN TO:

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING | OUR BLOG

YOU-CENTRIC SOLUTIONS M1 App Submissions

Online

Genworth Mortgage Insurance

\\/

LOS Connections

PPE Quotes & Doc
Delivery

\\/

LEARN MORE

/\\

Application Forms

/| \

LOS

Streamline Your Systems

Underwriting o/ | Rate Express™
Innovate Underwriting O | Find Rates Quick

KNOW MORE GET A QUOTE NOW

1

LET'S GO

\l/

mi.genworth.com
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Training Tools and Information

Genworth 3, %, E'f?_ojmm i |'::2] =

MI & RATES | UNDERWRITING & GUIDES | LOS & CONNECTIONS | GENWORTH TOOLKIT | TRAINING

YOU-CENTRIC SOLUTIONS THAT MATTER

Genworth Mortgage Insurance

\\/

Course Catalog

Live Webinar
Calendar

Self-Employed
Borrower
Calculators
Our Trainers

That MI Guy
Training FAQs

\\/

LEARN MORE

/\\

/| \

2| Underwriting o/ | Rate Express™ LOS
—=| Innovate Underwriting _O_ Find Rates Quick Streamline Your Systems
— 1 KknowMORE =Z=1 Geraauotenow LET'S GO

\l/
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Training Tools and Information

Self-Employed

Borrower Tools

W | Search Training Courses Qj

Course Catalog (

Genworth offers a comprehensive suite of training opportunities to boost your know-how, benefit your bottom line and ultimately best serve your borrowe
more than 70 courses in our catalog, our team is here to help you stay up-to-date on the mortgage industry and regulatory environment. Classes are all offers

Topic

Income Calculation Tools

cost to you. Check out our new Featured Series below!

Browse by Role

Mortgage Professional Loan Officer Lean Processor

o

Underwriter

Due to various internet browser versions, please download and save PDF before entering data. Please nate, calculators are updated periodically.

Browse by Topic

Freddie Mac Form 91 Calculator (2017-2018)

Quick reference guide and income analysis for Freddie Mac Form
91 UPDATED

Fannie Mae Form 1084 Calculator (2017-
2018)

Calculate and analyze cash flow to help you complete Fannie
Mae form 1084. UPDATED

ﬁ Mo
<y

Rental Income Calculator (2017-2018)

Assists in calculating rental income from IRS form 1040 Schedule
E. UPDATED

Schedule Analysis Method (SAM) Calculator
. (2017-2018)
Featured Series and Cou UPDATED

Calculate qualifying income from tax returns.

Quick Ratio - Liquidity Calculator (2017-

2018)

Calculate an organization's liquidity against current liabilities
UPDATED

Fannie Mae Rental Guide (Calculator 1037)
Use this worksheet to calculate qualifying rental income for
Fannie Mae Form 1037 (Principal Residence, 2- to 4-unit
Property)

Fannie Mae Rental Guide (Calculator 1039)

Caleulate qualifying rental income for Fannie Mae Form 1039
(Business Rental Income from Investment Property)

Fannie Mae Form 1088 Cheat Sheet (2017-
2018)

Use this quick reference guide for Fannie Mae's Comparative
Anzlysis Form (Form 1088) UPDATED

Q000
Q000

Income Calculation Worksheet

Use this form to calculate income.

UPDATED

\l/

mi.genworth.com

Freddie Mac Form 92 Calculat

Form 92 Net Rental Income Calculations - §

Current Ratio - Liguidity Calc
2018)

Calculate working capical liquidity agains: ¢

Fannie Mae Rental Guide (Cal
Worksheet fe
Mae Form 1038
Property)

ulating qualifying rental |
dividusl Rental Income fi

Fannie Mae Comparative Ana
1088 (2017-2018)

Calculate increases/decreases in gross inco
taxable income.

and Reference Guides

Recorded
webinars

Explore and watch
on your time!

COURSE
CATALOG

s

PDF

LIVE WEBINAR
CALEMDAR

Genwort
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Additional Ml Site Information

Valuable income calculation tools and reference guides for calculating self-employed borrower HomEbuyer
[Video] Underwriting & Technology income. E t.
: Introducing d
August Training Let s qUOte rates 11-.e NEW uca Ion
. , - i = Let's help firsttime
@ Rate Express: Reimagined qUICkly Wlth — Rate homeb P r
_‘_xpress Schedule Analysis Method (SAM) Caloulstor  Fannie Mae Form 1084 Caloulator (2017- - Freddie Mac Form 97 Calculator (2017-2018) LR [l )
YOU-CEN-I-RIC'TY (2017-2018) 2018) for buying a home.
Your no-fee .
GET A QUOTE! resource!
Freddie Mac Form 92 Calculator (2017-2018)  Rentzl Income Calculater (2017-2018) A

Master Policy Agreement Genworth MI Community Find My Sales Representative

Partner with us. A master policy agreement is the first step to submitting Ml leans ~

VIeWS to Use

Contract Services Agreement

Offset fixed underwriting costs as you adjust to the latest industry demands!
Request a contract services underwriting agreement.

GET STARTED STAY CONNECTED

\[l/

mi.genworth.com

Xty
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Your Genworth Resources

> ActionCenter®: 800 444.5664

» Your Local Genworth
Regional Underwriter

» Your Genworth Sales
Representative

ATR & QM 38
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Legal Disclaimer

Genworth Mortgage Insurance is happy to provide you with these training materials. While we strive for
accuracy, we also know that any discussion of laws and their application to particular facts is subject to
individual interpretation, change, and other uncertainties. Our training is not intended as legal advice, and is
not a substitute for advice of counsel. You should always check with your own legal advisors for
interpretations of legal and compliance principles applicable to your business.

GENWORTH EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING WITHOUT LIMITATION WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, WITH RESPECT TO THESE MATERIALS AND THE RELATED TRAINING. IN
NO EVENT SHALL GENWORTH BE LIABLE FOR ANY DIRECT, INDIRECT, INCIDENTAL, PUNITIVE, OR
CONSEQUENTIAL DAMAGES OF ANY KIND WHATSOEVER WITH RESPECT TO THE TRAINING AND
THE MATERIALS.

Collateral Underwriter®, Home Ready® and Desktop Underwriter® or DU® are registered trademarks of Fannie Mae
Loan Product Advisor®, Home Possible®, Loan Collateral Advisor® and Home Value Explorer® (HVE®) are registered trademarks of Freddie Mac
ActionCenter®, Homebuyer Privileges® and Rate Express® are registered trademarks of Genworth Mortgage Insurance

Genworth Mortgage Insurance Offers A Comprehensive Suite Of Training

Opportunities To Boost Your Know-How, Benefit Your Bottom Line, And Serve Your
Borrowers Better. Visit mi.genworth.com To Learn More.
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