Compliance Monthly
Compliance Monthly is intended to keep you informed of regulatory changes in
advance of their effective date so your institution can have the necessary policies,
procedures and processes in place to be compliant at the time of enactment.
Information contained in Compliance Monthly is not intended to provide specific
advice and guidance. You should consult your own professional services provider in
connection with matters affecting your own interests.
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Focus Of the Month
QM Rule Status
On March 3, 2021, the CFPB issued its proposed rule to delay the changes to the QM rule until October
1, 2022. The Bureau is proposing to delay the mandatory compliance date of the General QM Final
Rule to help ensure access to responsible, affordable mortgage credit and to preserve flexibility for
consumers, particularly those affected by the COVID-19 pandemic. This proposal would not make other
changes to the General QM loan definition. As of the date of the writing of this article, we anxiously
await the final rule as the comment period expired on April 5, 2021.
What are the Changes?
The Ability-to-Repay/Qualified Mortgage Rule (ATR/QM Rule) requires a creditor to make a reasonable,
good faith determination of a consumer’s ability to repay a residential mortgage loan according to its
terms. Loans that meet the ATR/QM Rule’s requirements for qualified mortgages (QMs) obtain certain
protections from liability. The ATR/QM Rule defines several categories of QMs. One QM category
defined in the ATR/QM Rule is the General QM category. General QMs must comply with the ATR/QM
Rule’s prohibitions on certain loan features, its points-and fees limits, and its underwriting
requirements. Under the original ATR/QM Rule, the ratio of the consumer’s total monthly debt to total
monthly income (DTI or DTI ratio) could not exceed 43 percent for a loan to meet the General QM loan
definition. In December 2020, the Bureau issued the General QM Final Rule, which amended
Regulation Z by replacing the General QM loan definition’s DTI limit with a limit based on loan pricing
and making other changes to the rule.
General QM Proposed Changes
The General QM Final Rule took effect on March 1, 2021, and it provides a mandatory compliance date
of July 1, 2021. For covered transactions for which creditors receive an application on or after the
March 1, 2021 effective date and before the July 1, 2021 mandatory compliance date, creditors have
the option of complying with either the revised General QM loan definition or the General QM loan
definition in effect prior to March 1, 2021. Only the revised General QM loan definition is available for
applications received on or after July 1, 2021.
The proposed delay to the mandatory compliance date of the General QM Final Rule is October 1,
2022. In addition to the effective date change, the proposal would also add new comment 43(e)(2)-1 to
clarify the General QM loan definitions available to creditors for applications received on or after March
1, 2021 but prior to October 1, 2022.
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If finalized, for covered transactions for which creditors receive an application on or after
March 1, 2021 and before October 1, 2022, creditors would have the option of complying with
either the revised General QM loan definition or the General QM loan definition in effect prior
to March 1, 2021. Under the proposal, the revised regulations would apply to covered
transactions for which creditors receive an application on or after October 1, 2022.
Proposed Temporary Category of GSE QM Loans/GSE Patch
The ATR/QM Rule also defines a second, temporary category of QMs referred to as Temporary
GSE QM loans, (the GSE Patch.) In October 2020, the Bureau issued a final rule stating that the
Temporary GSE QM loan definition will be available only for covered transactions for which the
creditor receives the consumer’s application before the mandatory compliance date of the
General QM Final Rule. These GSE QMs must comply with the same loan-feature prohibitions
and points-and-fees limits as General QMs and are eligible to be purchased or guaranteed by
either the Federal National Mortgage Association (Fannie Mae) or the Federal Home Loan
Mortgage Corporation (Freddie Mac) (collectively, the government-sponsored enterprises or
GSEs), while operating under the conservatorship or receivership of the Federal Housing
Finance Agency (FHFA).
Under the proposal, the Temporary GSE QM loan definition would expire upon the earlier of
October 1, 2022 or the date the applicable GSE exits Federal conservatorship (rather than on
the current mandatory compliance date of July 1, 2021 or the date the applicable GSE exits
Federal conservatorship).
What Do I Need to Know?
•

The General QM Final Rule amends the General QM definition by replacing the existing 43
percent DTI limit with a price-based limit and removes Appendix Q as well as any
requirements to use Appendix Q for General QM loans. However, the General QM Final
Rule retains the ATR/QM Rule’s “consider and verify” requirements and clarifies how they
apply under the revised General QM definition. The General QM Final Rule also retains
the existing product-feature and underwriting requirements and limits on points and fees.
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What Do I Need to Know? (continued)
•

•

•

•
•

A loan meets the revised General QM definition only if the annual percentage rate (APR)
exceeds the average prime offer rate (APOR) for a comparable transaction by less than the
applicable threshold set forth in the General QM Final Rule as of the date the interest rate
is set. Generally, this threshold is 2.25 percentage points. However, the General QM Final
Rule provides higher thresholds for loans with smaller loan amounts, for certain
manufactured housing loans, and for subordinate-lien transactions.
The revised General QM definition retains consider and verify requirements. It requires
that creditors consider the consumer’s current or reasonably expected income or assets
(other than the value of the dwelling that secures the loan and any real property attached
to that dwelling), debt obligations, alimony, child support, and DTI ratio or residual
income. In addition, it requires that creditors verify the consumer’s current or reasonably
expected income or assets (other than the value of the dwelling that secures the loan and
any real property attached to that dwelling) as well as the consumer’s debt obligations,
alimony, and child support. A creditor must verify such amounts using reasonably reliable
third-party records and reasonable methods and criteria. A creditor may only consider
amounts that it has verified in accordance with the verification requirements.
Furthermore, the General QM Final Rule provides flexibility regarding account additional
factors that are relevant in determining a consumer’s ability to repay the loan. To prevent
uncertainty that may result from the removal of Appendix Q, the General QM Final Rule
clarifies the consider and verify requirements in the revised General QM definition.
The General QM Final Rule also clarifies that a creditor does not meet the verification
requirements in the ATR/QM Rule’s general ability-to-repay standard if the creditor
observes an inflow of funds into the consumer’s account without confirming that the
funds are the consumer’s personal income.
The General QM Final Rule preserves the ATR/QM Rule’s current threshold separating safe
harbor from rebuttable presumption QMs.
The General QM Final Rule also makes conforming changes to the regulatory text and
commentary (See https://www.consumerfinance.gov/compliance/complianceresources/mortgage-resources/ability-repay-qualified-mortgage-rule/
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Action Plan
•
•
•

•

Educate the Board and lending staff on the proposed changes and effective dates.
Contact your LOS and/or underwriting software 3rd party provider to understand changes
being made to ensure compliance and the related deadlines.
Review and update your lending and underwriting policies and procedures to ensure
compliance with the upcoming changes. Focus on:
o Revision of the General QM and GSE QM definitions;
o Removal of appendix Q references;
o Amendment of DTI ratios;
o Review and update “consider and verify” requirements.
Ensure that monitoring and audit programs are revised to incorporate the changes.

Source: https://www.consumerfinance.gov/about-us/newsroom/cfpb-proposes-delay-ofmandatory-compliance-date-for-general-qualified-mortgagefinalrule/#:~:text=WASHINGTON%2C%20D.C.%20%E2%80%93%20The%20Consumer%20Financ
ial,2021%20to%20October%201%2C%202022.;
Final Rule (12/2020)https://www.consumerfinance.gov/rules-policy/final-rules/qualifiedmortgage-definition-under-truth-lending-act-regulation-z-seasoned-qm-loan-definition/
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Regulator Roundup
FDIC Consumer Compliance Supervisory Highlights
On March 31,2021, the FDIC released its FDIC’s Consumer Compliance Supervisory Highlights. It is a publication that features
articles of interest to the banking industry. Its purpose is to enhance transparency regarding the FDIC’s consumer compliance
supervisory activities and provide a high-level overview of consumer compliance issues identified in 2020 through the FDIC’s
supervision of state non-member banks and thrifts. Topics include a summary of the FDIC’s supervisory approach in response to
COVID-19, supervisory observations related to consumer protection laws, examples of practices that may be useful to institutions
in mitigating risks, regulatory developments, and consumer compliance resources.
Source: https://www.fdic.gov/regulations/examinations/consumer-compliance-supervisory-highlights/documents/ccs-highlights-march2021.pdf

FRB publishes FAQ on Existing Legal Interpretations Related to Some of the Board’s Longstanding Regulations
The Federal Reserve Board on Wednesday published frequently asked questions (FAQs) comprising existing legal interpretations
related to a number of the Board's longstanding regulations. The FAQs are intended to increase transparency and enhance
accessibility to Board and Board staff legal interpretations.
The FAQs include legal interpretations that have been formulated over time in response to specific requests related to each
regulation. Each set includes significant existing interpretations of the regulation, including those found in Board orders, letters to
specific requestors, and other sources, as well as those not previously available in written form.
Source: https://www.federalreserve.gov/supervisionreg/legalinterpretations/legal-interpretations-of-the-boards-regulations.htm

2021 HMDA Guide Released
The FFIEC has released the 2021 “A Guide to HMDA Reporting: Getting It Right!”, which is designed to help banks comply with the
Home Mortgage Disclosure Act (HMDA) and Regulation C, its implementing regulation (12 CFR 1003).The 2021 guide reflects a
2020 HMDA rule to adjust the thresholds for reporting data about closed-end mortgage loans, effective July 1, 2020, and the
thresholds for reporting data about open-end lines of credit, effective January 1, 2022.
Source: https://www.ffiec.gov/hmda/guide.htm
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2020 Consumer Response Annual Report Released
On March 24, 2021, the Consumer Financial Protection Bureau (CFPB) provided to Congress the Consumer Response Annual
Report for 2020. The impact of the COVID-19 pandemic on the consumer financial marketplace is reflected in the increase of
complaints submitted to the CFPB. The CFPB handled approximately 542,300 complaints last year—a nearly 54% increase over the
approximately 352,400 complaints handled in 2019.

Source: https://www.consumerfinance.gov/data-research/research-reports/2020-consumer-response-annual-report/
FDIC’s 2020 Financial Institution Diversity Self-Assessments
The FDIC’s Office of Minority and Women Inclusion (OMWI) encourages all FDIC-supervised financial institutions with 100 or more
employees to submit voluntary self-assessments of their diversity policies and practices. The FDIC gathers and analyzes this
information in accordance with Section 342 of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010. The
window for submissions for the 2020 reporting period is open until June 30, 2021.
Source: https://www.fdic.gov/news/financial-institution-letters/2021/fil21017.html

CFPB Rescinds Abusiveness Policy Statement to Better Protect Consumers

On March 11, 2021, the Consumer Financial Protection Bureau (CFPB) announced it is rescinding its January 24, 2020 policy
statement, “Statement of Policy Regarding Prohibition on Abusive Acts or Practices.” Going forward, the CFPB intends to exercise
its supervisory and enforcement authority consistent with the full scope of its statutory authority under the Dodd-Frank Act as
established by Congress. The CFPB has made these changes to better protect consumers and the marketplace from abusive acts or
practices, and to enforce the law as Congress wrote it.
Source: https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-rescinds-abusivenesspolicy-statement-to-better-protect-consumers/
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Community Reinvestment Act: Interagency Frequently Asked Questions Related to the COVID-19 Pandemic
On March 8, 2021, the Office of the Comptroller of the Currency (OCC), Board of Governors of the Federal Reserve System, and the
Federal Deposit Insurance Corporation (collectively, the agencies) published a new version of frequently asked questions (FAQ) to
assist financial institutions and examiners with determining Community Reinvestment Act (CRA) consideration for activities
undertaken in response to the COVID-19 pandemic. This issuance adds five new FAQs to the 13 interagency FAQs dated May 27,
2020.
Source: https://www.occ.gov/news-issuances/bulletins/2021/bulletin-2021-12a.pdf

Servicemembers Civil Relief Act: Revised Comptroller's Handbook Booklet and Rescissions
On March 4, 2021, the Office of the Comptroller of the Currency (OCC) issued the revised “Servicemembers Civil Relief Act”
booklet of the Comptroller’s Handbook. This booklet provides information and procedures for examiners in connection with the
consumer protections that servicemembers are eligible for under the Servicemembers Civil Relief Act (SCRA).
Source: https://www.occ.gov/news-issuances/bulletins/2021/bulletin-2021-11.html

CFPB Rescinds Series Of Policy Statements To Ensure Industry Complies With Consumer Protection Laws
The Consumer Financial Protection Bureau (CFPB) announced on March 31, 2021 that it is rescinding seven policy statements
issued last year that provided temporary flexibilities to financial institutions in consumer financial markets including mortgages,
credit reporting, credit cards and prepaid cards. The seven rescissions, effective April 1, provide guidance to financial institutions
on complying with their legal and regulatory obligations. With the rescissions, the CFPB is providing notice that it intends to
exercise the full scope of the supervisory and enforcement authority provided under the Dodd-Frank Act. The CFPB is also
rescinding its 2018 bulletin on supervisory communications and replacing it with a revised bulletin describing its use of matters
requiring attention (MRAs) to effectively convey supervisory expectations.
Source: https://www.consumerfinance.gov/about-us/newsroom/cfpb-rescinds-series-of-policy-statements-to-ensure-industry-complies-with-consumerprotection-laws/
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Finalized Rules

Equal Credit Opportunity (Regulation B); Discrimination on the Bases of Sexual Orientation and Gender Identity
The Bureau of Consumer Financial Protection (Bureau) is issuing this interpretive rule to clarify that, with respect to any aspect of a
credit transaction, the prohibition against sex discrimination in the Equal Credit Opportunity Act (ECOA) and Regulation B, which
implements ECOA, encompasses sexual orientation discrimination and gender identity discrimination, including discrimination
based on actual or perceived nonconformity with sex-based or gender-based stereotypes and discrimination based on an
applicant’s associations.
Source: https://files.consumerfinance.gov/f/documents/cfpb_ecoa-interpretive-rule_2021-03.pdf
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Proposed Rules

Proposed Rule

Comment
Period
Close

Summary

Agencies Release
Proposed New
Interagency Questions
and Answers Regarding
Private Flood Insurance

May 17,
2021

Five federal regulatory agencies requested public comment on 24 proposed Interagency Questions and
Answers Regarding Private Flood Insurance. The proposal is intended to help lenders comply with the
agencies' joint rule promulgated in 2019 to implement the private flood insurance provisions of the
Biggert-Waters Flood Insurance Reform Act of 2012. The proposal incorporates new questions and
answers in a number of areas including:
• Mandatory Acceptance,
• Discretionary Acceptance, and
• Private Flood Insurance General Compliance.
These Questions and Answers would supplement the 118 Interagency Questions and Answers
Regarding Flood Insurance that the agencies proposed on July 6, 2020.
https://www.federalreserve.gov/newsevents/pressreleases/files/bcreg20210311a1.pdf

Qualified Mortgage
Definition under the
Truth in Lending Act
(Regulation Z): General
QM Loan Definition;
Delay of Mandatory
Compliance Date

April 5,
2021

The Bureau of Consumer Financial Protection (Bureau) is proposing to delay the
mandatory compliance date of the final rule titled Qualified Mortgage Definition under the Truth
in Lending Act (Regulation Z): General QM Loan Definition (General QM Final Rule) until
October 1, 2022.
https://files.consumerfinance.gov/f/documents/cfpb_compliance-date-delay_NPRM_2020-03.pdf
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Other Compliance News

PPP Extended
On March 30, 2021, the President signed into law: H.R. 1799, the “PPP Extension Act of 2021,” which extends the Paycheck
Protection Program (PPP) application deadline to May 31, 2021; and extends the PPP authorization through June 30, 2021 to
provide the Small Business Administration additional time to process applications received by the application deadline.
Source: https://www.whitehouse.gov/briefing-room/legislation/2021/03/30/press-release-bill-signing-h-r-1799/

NMLS system Updates Released
On March 29, 2021, NMLS released its system updates.
Source: https://nationwidelicensingsystem.org/news/Release%20Notes/NMLS%20Release%20Notes%202021.3_Final.pdf
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Other AML News
OFAC Inflation Adjustment of Civil Monetary Penalties
The Department of the Treasury's Office of Foreign Assets Control (OFAC) is issuing this final rule to adjust certain civil monetary
penalties for inflation pursuant to the Federal Civil Penalties Inflation Adjustment Act of 1990, as amended by the Federal Civil
Penalties Inflation Adjustment Act Improvements Act of 2015.
Source: https://www.federalregister.gov/documents/2021/03/17/2021-05506/inflation-adjustment-of-civil-monetary-penalties

OFAC Posted FAQ on 880. Chinese Military Sanctions
On March 14, 2021, OFAC posted a new FAQ #880 on Chinese Military Sanctions.
Source: https://home.treasury.gov/policy-issues/financihttps://home.treasury.gov/policy-issues/financial-sanctions/faqs/880alsanctions/faqs/880

Advisory on the Financial Action Task Force-Identified Jurisdictions with Anti-Money Laundering and Combating the Financing
of Terrorism and Counter-Proliferation Deficiencies
On March 11,2021, the Financial Crimes Enforcement Network (FinCEN) issued an advisory to inform financial institutions of
updates to the FATF list of jurisdictions with strategic anti-money laundering and combating the financing of terrorism
(AML/CFT) and counter-proliferation financing deficiencies. As part of the FATF’s listing and monitoring process to ensure
compliance with its international standards, the FATF identifies certain jurisdictions as having strategic deficiencies in their
regimes. Financial institutions should consider the FATF’s statements when reviewing their obligations and risk-based policies,
procedures, and practices with respect to the jurisdictions noted below.
Source: https://www.fincen.gov/sites/default/files/advisory/2021-0311/FATF%20February%202021%20Advisory%20FINAL%20508.pdf
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FinCEN Informs Financial Institutions of Efforts Related to Trade in Antiquities and Art
On March 9, 2021, the Financial Crimes Enforcement Network (FinCEN) issued a Notice to inform financial institutions about (1)
the Anti-Money Laundering Act of 2020 (the AML Act) efforts related to trade in antiquities and art, (2) select sources of
information about existing illicit activity related to antiquities and art, and (3) provide specific instructions for filing Suspicious
Activity Reports (SARs) related to trade in antiquities and art. FinCEN encourages financial institutions to continue filing SARs
regarding these topics

Source:

https://www.fincen.gov/sites/defaulhttps://www.fincen.gov/sites/default/files/2021-03/FinCEN%20Notice%20on%20Antiquities%20and%20Art_508C.pdft/files/202102/Paycheck_Protection_program_%20FAQs_Jan2021.pdf

FATF Guidance on Risk-Based Supervision
On March 4, 2021, FATF issued guidance on Rosk-Based Supervision. The guidance is composed of three parts:
•

Part 1 – The high-level guidance on risk-based supervision, which explains how supervisors should assess the risks their
supervised sectors face and prioritize their activities, in line with the FATF Standards’ risk-based approach.

•

Part 2 – Strategies to address common challenges in risk-based supervision & jurisdictional examples, including examples of
strategies for supervising non-financial businesses and professions and virtual asset service providers.

•

Part 3 – Country examples from across the global network, of supervision of the financial sector, virtual asset service
providers and other private sector entities.

The risk-based approach will make supervisors efforts to detect and prevent the financial flows that fuel crime and terrorism
more effective. This is crucial, because it is better to detect and prevent money laundering and terrorist financing than to
prosecute it after a crime has occurred.
The guidance has benefitted from extensive input by the FATF Global Network of FATF Members and FATF-Style Regional Bodies,
a total of 205 jurisdictions, and informal consultation with private sector representative bodies and financial inclusion
stakeholders.
Source:

http://www.fatf-gafi.org/publications/fatfrecommendations/documents/guidance-rba-supervision.html
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➢ Prepare for the impact of the QM changes on your lending practices in preparation for the July 1, 2021 effective date.
Note that there is a proposal to delay effective date until October 2022 which should be monitored.
➢ Review the ECOA interpretive rule concerning the prohibition against sex discrimination and review internal practices.
➢ Review Final Rules and Amendments and determine the impact for your institution.
➢ Review Proposed Regulations and consider opportunities to comment.
➢ Review the AML guidance concerning recently released FAQs and guidance.

If you have questions about any of the above recommendations, or about their implementation, feel free to
reach out to Accume for additional information.
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