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HAPPY NEW YEAR

"CFPB" ISSUES NEW ABILITY TO REPAY RULES

In what promises to be a year of much rulemaking by the Consumer Finance
Protection Bureau (“CFPB”), today Thursday, January 10™ the Bureau issued
a final Ability to Repay Rule. The Rule becomes effective in January of next
year, 2014. This will be preceded by the Bureau publishing plain language
explanations of the Rule, implementation guidelines and other information
materials to help lenders understand their responsibilities. The Rule can be
found on the CFPB website.

The text sets out requirements for compliance with the Rule which include:

+ An evaluation of the borrower’s financial information which must be
subject to verification.

+ Proof of sufficient assets or income to pay back the loan.

+ Satisfactory evaluation of the borrower’s ability to repay based on the
lender's determination of the borrower's long-term capability, not just
over the introductory period when a “teaser rate” may apply.

Alt & Associates Lenders Update Newsletter 1



Lenders will have a form of “safe harbor” for compliance if the loan is a
Qualified Mortgage. These loans must meet certain standards, including 1)
no excess points and fees, 2) no toxic features and 3) a cap on the debt to
income ratio of 43%. At a certain level of cost, i.e. higher-priced loans there
is a rebuttable presumption of the lender’s compliance, if the loan is a
Qualified Loan. For lower-priced loans (read prime) a true safe harbor
status for compliance with the Rule is provided.

Hopefully the Bureau’s materials referenced above, when provided, will help
us all implement these requirements with more certainty than in the case of
several new rules issued in the recent past.

The Lenders Update is published via e-mail as a complimentary service to our friends and
clients in the financial industry throughout California and the United States.

Only those persons who have personally requested this newsletter are on our
distribution list.

SHOULD YOU NOT WISH TO CONTINUE TO RECEIVE THIS SERVICE, PLEASE JUST
SEND US AN EMAIL TO “OP-OUT” AT:

sherry.edwards@altandassociates.com

ALSO, SHOULD YOU HAVE COLLEAGUES WHO WISH TO BE ADDED TO THIS
COMPLIMENTARY SERVICE, PLEASE HAVE THEM E-MAIL US AT:

sherry.edwards@altandassociates.com

ALT & ASSOCIATES provides regulatory, compliance, operational advice and transactional
assistance, as well as litigation representation, to the financial services industry. Over the past
three decades, members of the firm have represented Institutional Lenders and Mortgage
Bankers and Brokers in all aspects of their operations.

If you have any questions please contact:

David J. Alt, Esq.
David.j.alt@altandassociates.com

You may view previous issues on our website at:
www.altandassociates.com
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