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Qualified Residential Mortgage (QRM)

- While the law outlines specific criteria to be considered in
defining a QRM, it also relies on regulators to determine
the final pieces of the definition.

- Regulators will have to consider other factors and
qualifications not contemplated under Dodd-Frank.

- For instance:

o Additionally, for residential mortgages, regulators are required
to define a QRM that is exempt from the risk retention
restrictions.
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MORTGAGE COMPLIANCE ADVISORS, LLC

16



- The proposed definition of QRM would establish conservative
underwriting standards designed to ensure that QRM loans are of
very high credit quality.

These standards include:

o Maximum front-end and back-end borrower debt-to-income ratios of
28% and 36%, respectively

o Maximum LTV ratio of 80% in the case of a purchase transaction (with
a 750/% cc;mbined LTV for refinance transactions, reduced 70% for cash-
out refi’s

o 203/0 down payment requirement in the case of a purchase transaction,
an

o Borrower credit history restrictions, including no 60-day delinquencies
on any debt obligation within the previous 24 months
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Qualified Mortgage (QM)

- Under Dodd-Frank, the Federal Reserve and the CFPB are
required to prohibit creditors from making a residential
mortgage loan unless the creditor makes good faith

determination that the borrower has an ability to repay it.

o The QM definition facilitates this objective.

o Outlined requirements include documentation, restrictions
on adjustments, debt requirements, and limits on fees.

o Any provisions granted will be at the discretion of the
regulator.
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ortgage broker or loan officer from re
from a consumer while also receiving compe
ditor or another person
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New Freddie Mac Seller QC Requirements

- Chapter 48, Seller’s In-House Quality Control Program,
requirements include, but are not limited to:

o A new requirement for pre-closing quality control reviews

o Requiring that Sellers’ post-closing samples include random,
targeted and discretionary sample types

o Requiring a more statistically-sound sampling methodology for
Sellers that have an annual production of more than 5,000 loans

o Requiring that all selected mortgages secured by primary
residences for post-closing quality control review be verified by the
Seller that the Borrower is occupying the mortgaged premises
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Mortgage Insurance Premiums
UFMIP = 100 bps Annual Premium

LTV Through4/17/2011* | On/After 4/18/2011**
<95.00 percent 85 bps 110 bps
>95.00 percent 90 bps 115 bps

Loans < 15 years
UFMIP = 100 bps Annual Premium
LTV Through 4/17/2011* | On/After 4/18/2011**

<90.00 percent None 25 bps

>90.00 percent 25 bps 50 bps

*For case humbers assigned on/before April 17, 2011
**For case numbers assigned on/after April 18, 2011
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: Notable Changes
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or below 78 percent at the time of origination
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uent use loans with less than 5 percent down pa
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: What's New?
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Mortgage Insurance and Excess Serv

mplementation of the Uniform Loan Delivery Dataset Require

tation of UCDP and ULDD
es to the FHA Approval Requirements
(Freddie Mac)

lleting 2011-22: Freddie Mac Relief Refinance changes (11/15/11)

ulletin 2011-8: Uniform Loan Delivery Dataset Exhibit and Resource Update (4/29/11)
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IL Disclosure

1 Disclosure

ued pressure on QC from all agencies & inve
ible changes to LO Comp
re discussion about GSE Reform

ore state involvement and more Multi-State Audits

12 and Beyond
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We are proud to offer these monthly webinars free
of charge, and hope that by doing so we will be
fortunate enough to earn your business.
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www.MortgageComplianceAdvisors.com

» Post-Closing QC Audits

* Pre-Funding Reviews

* QC Plan Implementation
» Red Flag Policies

« Training and Consulting

» Agency Approval

* LO Compensation Policies
» Etc.

a better way
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hank You!

e information provided by Mortgage Compliance Adviso
has been taken from various public resources and does
constitute legal advice.
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