Ability to Repay/Qualified Mortgages

Credit unions that make closed-end consumer loans secured by a
dwelling must comply with Consumer Financial Protection Bureau’s
(CFPB) Ability-to-Repay/Qualified Mortgage (ATR/QM) Rule for loan
applications. When a credit union complies with the Ability to Repay rule
and underwrites certain “qualified mortgages,” it has certain protections
from legal liability. The rule requires the credit union assess a member’s
ability to repay for virtually all closed-end residential mortgage loans
secured by the member’s dwelling.

Prior to the ATR/QM rule, Regulation Z, which implements the Truth in
Lending Act (TILA), prohibited a creditor from making a higher-priced
mortgage loan without regard to the member’s ability to repay the loan.
The Dodd-Frank Wall Street Reform and Consumer Protection Act
(Dodd-Frank Act) amended TILA to adopt similar Ability-to-Repay
(ATR) requirements for virtually all closed-end mortgage loans. The
Dodd-Frank Act also provides a presumption of compliance with ATR
requirements and protections from legal liability for a certain category of
mortgages, called Qualified Mortgages (QMs).

The ability-to-repay rule:

o Expands coverage of the ability-to-repay (ATR) requirements to
any consumer credit transaction secured by a dwelling, except an
open-end credit plan, credit secured by an interest in a timeshare
plan, reverse mortgages, and temporary loan.

e Prohibits a creditor from making a mortgage loan unless the
creditor makes a reasonable and good faith determination, based
on verified and documented information, that the consumer has a
reasonable ability to repay the loan according to its terms, and all
applicable taxes, insurance, and assessments.

e Provides a presumption of compliance with the ability-to-repay
requirements if the mortgage loan is a “qualified mortgage,”
which does not contain certain risky features and does not exceed
certain thresholds for points and fees on the loan and which meets
such other criteria as the CFPB may prescribe.

e Prohibits prepayment penalties unless the mortgage is a fixed-rate
qualified mortgage that is not a higher-priced mortgage loan, and
the amount and duration of the prepayment penalty are limited.
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Compliance Videos

First Quarter 2017 Recap
and Second Quarter
Outlook

This video provides a recap
from Glory LeDu, Director
of League System Relations,
of the first quarter
compliance updates and
gives a “sneak peek” of what
IS to come in the second
quarter of 2017. Included are
such topics as the NCUA
changes to Member Business
Lending, the Fixed Assets
Rule and the Chartering and
Field of Membership Manual
as well as a minor revision to
the CFPB’s HMDA
information. There were also
annual updates from the
CFPB, FRB and the IRS. The
FFIEC has also updated the
Uniform Interagency
Consumer Compliance
Rating System, which is
mentioned in this video as
well as covered in depth in a
separate video.



https://www.youtube.com/watch?v=q4QUA5Fvrto

For additional information, click here for the topic.

Review the information today to help your credit union remain in
compliance.

Compliance News

FinCEN to Update Currency Transaction Report

In August of 2017, the Currency Transaction Report (CTR) available on
the BSA E-Filing System will be updated to adhere to the changes
defined in Federal Register notice posted on February 20th , 2016. New
or updated data fields will be added to the online discrete CTR as well as
the CTR batch files. The new or updated data fields are:

Part |1 Person Involved in Transaction

e Renamed Item 2d from “Courier Service (private)” to “Common
carrier”

Part Il Amount and Type of Transaction
e Added a checkbox to Item 24 to reflect “Shared Branching”
Part 111 Transaction Location

e Added an Unknown option to Item 29, Primary Federal Regulator
e Added an Unknown checkbox to Item 32, EIN

e Added Item 37, Country

e Added Item 41, Cash in amount for transaction location

e Add Item 42, Cash out amount for transaction location

Part 1V Filing Institution Contact Information

e Added new Part IV “Filing Institution Contact Information”
section to collect data about the institution that filed the CTR

Batch filers will be required to submit the updated CTR data in an XML
based file, rather than the current ASCII based fixed-length delimited
file. The XML User Guide can be downloaded at FInNCEN Currency
Transaction Report (CTR) Electronic Filing Requirements for XML.
More information can be found here.

FFIEC Consumer
Compliance

In this video, Glory LeDu
explains the updates made to
the Uniform Interagency
Consumer Compliance
Rating System by the Federal
Financial Institutions
Examination Council
(FFIEC), as well as the
CFPB’s requirements for an
effective Consumer
Compliance Management
System. Credit unions should
review this video to
determine how their current
compliance management
system stacks up, as
examiners will be using this
rating system to evaluate
credit unions on compliance
factors and will be assigning
an overall Consumer
Compliance Rating.

Member Business Lending

This video provides the
details you will need to know
to comply with the NCUA’s
Member Business Lending
rules.

|June, 2017 |



http://master.leagueinfosight.com/Ability_to_Repay_44203.html
https://www.federalregister.gov/documents/2016/02/02/2016-01825/proposed-collection-comment-request-bank-secrecy-act-currency-transaction-report-bctr-revised-layout
http://bsaefiling.fincen.treas.gov/docs/XMLUserGuide_FinCENCTR.pdf
http://bsaefiling.fincen.treas.gov/docs/XMLUserGuide_FinCENCTR.pdf
http://bsaefiling.fincen.treas.gov/docs/CTRXMLAnnouncement_May2017_Final.pdf
https://www.youtube.com/watch?v=Am7JV85BOBo
https://www.youtube.com/watch?v=OqUHG5fDUd0

FinCEN will host a technical webinar on June 21st, 2017 to provide an
overview of the XML specifications and also address any questions
regarding the XML User Guide. Application developers and
programmers are urged to register and attend this webinar. Participants
can register for the webinar at:
https://attendee.gotowebinar.com/register/8816599296795401730

After registering, you will receive a confirmation email containing
information about joining the webinar. View System Requirements.
Initial questions be submitted via email at BSAEFilingHelp@fincen.gov
prior to the webinar. Please indicate “FinCEN CTR Update Questions” in
the subject heading of your email.

Source: FinCEN

Fiduciary Rule Effective June 9, 2017

The Department of Labor has issued Guidance FAQs on a phased-in
implementation of its Fiduciary Conflict of Interest Rule and related
exemptions beginning at midnight Friday, June 9, 2017, with certain
provisions in the exemptions delayed to January 1, 2018. As a result, on
June 9, investment advice providers to retirement savers will become
fiduciaries, and the "impartial conduct standards™ will become
requirements of the exemptions. The Department will continue to
examine the Fiduciary Rule in compliance with the president's February
3, 2017, memorandum.

Source: Department of Labor

Determining Covered Borrower Status Under the MLA Rule

The MLA rule permits a creditor to use its own method to determine a
servicemember's status as a covered borrower, although it provides a safe
harbor to a creditor that employs either of the two methods using
information obtained directly or indirectly from the DMDC database, or
obtaining a consumer report from a nationwide consumer reporting
agency. To benefit from the safe harbor provision, a creditor must
determine a servicemember's covered borrower status at or before loan
consummation for a closed-end loan or the time an open-end loan is
established and must make a record of the determination.

e June 9th, 2017:
Fiduciary Rule
(Department of
Labor) — Compliance
Date

July, 2017

e July 4th, 2017:
Independence Day -
Federal Holiday

e July 30th, 2017: 5300
Call Report Due to
NCUA

September, 2017

e September 4th, 2017:
Labor Day - Federal
Holiday

o September 15th,
2017: Same-day
ACH (NACHA) —
Phase 2 of the
implementation
period for the rule.

October, 2017

e October 3rd, 2017:
Military Lending Act
for Credit Cards

e October 9th, 2017:
Columbus Day -
Federal Holiday

e October 19th, 2017:
Amendments to the
2013 Mortgage Rules
under the Real Estate
Settlement
Procedures Act -
Regulation X and the
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The MLA rule prohibits a creditor from accessing the DMDC database
after the loan has been established in order to determine whether a
servicemember was a covered borrower prior to loan consummation.

However, Question #10 of the DoD's Official Interpretations states that
the MLA rule permits a creditor to access the DMDC database
periodically after loan consummation to determine whether a previously
covered borrower continues to maintain the status as a covered borrower
or whether the servicemember is no longer on active duty and therefore
no longer a covered borrower. This provision is important, because if the
servicemember is no longer a covered borrower, the loan is no longer
covered by the MLA rule. Therefore, for example, in the case of an open-
end loan, your credit union would not have to continue calculating the
MAPR during each billing cycle.

Regulation Z’s Advertising Requirements for Closed-End Loans

Section 1026.24 of Regulation Z lays out the requirements credit unions
must follow when advertising closed-end loans. Here is an overview of
those requirements.

e Requirements for All Advertisements

o The advertisement must be clear and conspicuous and
advertise only "actually available terms™; terms the credit
union is prepared to offer

« Proper Disclosure of Interest Rate and Annual Percentage Rate
(APR)

o The advertisement must disclose the APR associated with
the loan product and if the APR is subject to increase after
consummation, that fact must be stated in the
advertisement

o For discounted variable-rate transactions, the
advertisement may identify the introductory rate so long
as it provides the time frame during which the
introductory rate will apply and the APR that will apply
for the remainder of the loan term

e Trigger Terms Requiring Additional Disclosures

o If the advertisement contains certain trigger terms,

additional disclosures are required
o Special Advertising Rules for Closed-End Loans Secured by a
Dwelling

o Additional disclosures are required stating that the

advertised payment does not include amounts for taxes or

Truth in Lending Act
-Requlation Z

e October 29th, 2017:
5300 Call Report Due
to NCUA

November, 2017

e November 10th,
2017: Veterans' Day
(Observed) - FRB
will be open

e November 23rd,
2017: Thanksgiving
Day - Federal
Holiday

December, 2017
o December 25th,

2017: Christmas Day
- Federal Holiday

Compliance Training

Regulatory Compliance
Training

NCUA Field-of-Membership
Rule

Get more information about
the NCUA’ new field-of-
membership rule by
watching the agency’s
webinar online and review
questions and answers from
the event.

The NCUA Board
unanimously approved the
new field-of-membership
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insurance premiums and that the member should consult a
tax advisor to determine deductibility

There are also special rules that apply to electronic (internet, television
and radio) advertisements.

Source: CUNA Compliance Blog

Advocacy Highlight

Request for Information Regarding Ability to Repay/Qualified
Mortgage Rule Assessment

The Bureau of Consumer Financial Protection (Bureau) is conducting an
assessment of the ATR/QM Rule under the Truth in Lending Act
(Regulation Z), in accordance with section 1022(d) of the Dodd-Frank
Wall Street Reform and Consumer Protection Act. The Bureau is
requesting public comment on its plans for assessing this rule as well as
certain recommendations and information that may be useful in
conducting the planned assessment.

Notice of assessment of Ability-to-Repay/Qualified Mortgage rule and
request for public comment

Source: CFPB

ABA Files Motion for Summary Judgement in FOM Lawsuit

The American Bankers Association (ABA) filed a motion for summary
judgment on May 26 in its suit against NCUA and its revised
membership (FOM) rule. The ABA filed the lawsuit in U.S. District
Court for the District of Columbia last December contending that the
FOM rule finalized in October 2016 “expands the field of membership of
community-based credit unions far beyond the limits imposed by
Congress and previously recognized by NCUA.”

The summary judgement motion points to four areas where it contends
that the NCUA oversteps what is allowed by the Federal Credit Union
Act by:

« Considering a Combined Statistical Area identified by the Office
of Management and Budget as a single local community;

rule at its October 2016 open
meeting.

NCUA videos on effective
board meetings

The NCUA has released a
new video series, "Effective
Board Meetings," designed
to help credit union directors
make the best use of their
meetings. The four-part
series features different
examples of well-run and
poorly run board meetings. It
also provides helpful tips on
how to run constructive
meetings and create an
environment that engages a
credit union's board
members.

CUNA AND CUNA Webinars

CUNA offers hundreds of
online training events that
make it easy for you to learn
right at your desk. Whether
you are looking for a
beginner course or want a
comprehensive
understanding on a specific
topic, CUNA webinars,
audio conferences and
eSchools have what you
need.

Click here for updates on
compliance, operations,
lending topics and more!
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https://www.ncua.gov/newsroom/Pages/news-2016-oct-modern-field-membership-rule-improves-consumer-access-affordable-credit.aspx
https://www.ncua.gov/newsroom/Pages/news-2017-april-board-videos.aspx
http://www.cuna.org/Training-And-Events/Webinars-Audios-And-eSchools/

o Not requiring a credit union that is approved to serve a Core-
Based Statistical Area (CBSA) to serve the core of the CBSA,
which “effectively authorizes redlining;”

« Allowing a credit union to serve areas adjacent to a local
community because even though those individuals reside outside
of the community’s boundaries; and

o Expanding the definition of rural district where it can include an
entire state and portions of another state.

CUNA obviously disagrees with the ABA’s claims and is stalwart in our
support the NCUA's position in the lawsuit. We plan to file an amicus
brief to support the FOM rule. The NCUA has until June 21 to file its
opposition to ABA’s motion for summary judgement and cross-motion
for summary judgment.

CUNA Sends Letter to CFPB Outlining Necessary HMDA Changes

CUNA’s Senior Director of Advocacy and Counsel, Andy Price, sent a
letter to the Consumer Financial Protection Bureau in regards to the
Proposed Rule on Technical Corrections and Clarifying Amendments to
the Home Mortgage Disclosure (Regulation C) October 2015 Final Rule.

The proposed rule is intended to provide clarifications, technical
corrections, or minor changes and while CUNA supports several the
corrections, but believes the CFPB should go much further noting that
there are issues that should also be addressed before the proposed rule is
finalized:

e Delaying Compliance of the Rule
We note that the comment deadline for this rule is approximately
6 months prior to the January 1, 2018 mandatory compliance date
to begin collecting data under the rule. Any final rule is likely to
occur after the January 1, 2018 effective date which presents a
whole host of compliance/implementation/programming issues
for a credit union. Although the proposed rule provides the later
effective dates of January 1, 2019 or January 1, 2020 to
correspond to related effective dates for amendments included in
the 2015 HMDA Final Rule, the better approach would be to
delay compliance with the entire 2015 HMDA Final Rule until
the CFPB completes the appropriate clarifications, or for at least
one year, to avoid confusion as to the interpretation of the rule.

e Compliance Costs
We note the CFPB’s statement that it believes this proposal will
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not add additional costs to financial institutions. Any change to
the data collection means credit unions will spend time updating
policies and procedures, audits, and adjusting programming in
their systems. Although these proposed changes are favorable and
ultimately will make compliance easier, they do not happen in a
vacuum. Any change to the regulations will create a cost to the
institution.

e Privacy Concerns
The CFPB indicated it will allow a process for the public to
provide input regarding the application of the “balancing test,” yet
six months before the January 1, 2018 effective date, no process
has been provided.

1. Delay the effective date of the 2015 HMDA Final Rule for
at least one year or until the CFPB has articulated which
data points will be made public and in what format (with
input from the public under notice and comment
procedures);

2. Conduct a study regarding the impact on consumer
privacy resulting from information made publicly
available under HMDA and the potential for identity theft;
and

3. Limit the number of required data points to only those
expressly mandated under the Dodd-Frank Act. Therefore,
required data points would not include the additional,
extensive CFPB-created data points that add little in the
way of useable data to enforce the purpose of HMDA yet
create an enormous compliance burden on credit unions.

e Reporting for HELOCs
At a minimum, the CFPB should allow for the separate reporting
of HELOC HMDA data versus closed-end reporting so
institutions with separate systems are not required to bear the
enormous cost of combining data generated from separate
systems into one report for purposes of filing. The thresholds for
compliance with HMDA should be increased to 500 for closed-
end loans and to 1000 for open-end loans if the CFPB continues
to require HELOC reporting.




CUNA will continue to urge the CFPB to consider the unnecessary
regulatory burdens they are inflicting on credit unions in the mortgage
lending space.

Source: CUNA Removing Barriers Blog

CUNA Advocacy Update

The CUNA Advocacy Update is published at the beginning of every
week and keeps you on top of the most important changes in Washington
for credit unions--and what CUNA is doing to monitor, analyze, and
influence government agencies and federal law. Additional Advocacy
efforts may also be found under CUNA’s Removing Barriers blog.

New ComplySight Enhancement - File Manager!

ComplySight’s newest enhancement, File Manager, is now available and
you can learn all about it in this 35-minute video. File Manager allows
users to upload files and documents individually or in bulk and associate
them to Areas, Items and/or Factors. If you have any questions, please
feel free to contact info@complysight.com.

ComplySight Training is Available!

Not sure how to get started, or want a refresher on how to use
ComplySight? Or are you interested in seeing more of how ComplySight
works? We are excited to make available recorded webinars to help you
get the most out of ComplySight! We currently have seven training
modules available! The ComplySight training webinars are available at
any time, and registration is not required. Click here to start training

today!

ComplySight: 30 Day Free Trial!

If you’re interested in a “trial run” of ComplySight, League InfoSight is
offering a free, 30-day trial so you can see the benefits first-hand. It's
easy to get started. Just visit us online and click on Free Trial Offer.
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