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August 7, 2020 

 

 

Comment Intake – QM Extension of Sunset Date 

Bureau of Consumer Financial Protection  

1700 G St. NW 

Washington, DC 20552 

 

Re:  Qualified Mortgage Definition under the Truth in Lending Act (Regulation Z): Extension of Sunset 
Date 
Docket No. CFPB-2020-0021 

 
Dear Madam or Sir: 
 
The Iowa Bankers Association (IBA) is a trade association representing 98 percent of the approximately 300 
state- and national-chartered banks and federal thrifts operating in the state of Iowa. The IBA submits this 
letter to the Bureau of Consumer Financial Protection (Bureau) in response to its proposal regarding the 
extension of the sunset date for the Temporary GSE QM, set to expire no later than January 10, 2021 or when 
the GSEs exit conservatorship, whichever is first. We want to thank the Bureau for its leadership in soliciting 
our input on this proposal.  
 
In this notice of proposed rulemaking, the Bureau proposes to amend Regulation Z to replace the sunset date 

of the Temporary GSE QM loan definition with a provision that extends the Temporary GSE QM loan 

definition to expire upon the effective date of final amendments to the General QM loan definition. The 

Bureau is not proposing to amend the provision stating that the Temporary GSE QM loan definition would 

expire if the GSEs exit conservatorship. The Bureau is proposing to extend the Temporary GSE QM loan 

definition to ensure that responsible, affordable mortgage credit remains available to consumers who may be 

affected if the Temporary GSE QM loan definition expires before the amendments to the General QM loan 

definition become effective.  

 

IBA Members Support the Bureau’s Extension of the Sunset Date  

Our members support the Bureau’s proposal to extend the sunset date for the expiration of the Temporary 

GSE QM definition.  Our members concur that if the Bureau does not take action, the likely impacts on the 

availability of credit could be quite detrimental to Iowa consumers and the communities in which the live; 

particularly those most negatively impacted by the ongoing COVID pandemic.  

 

Our members actively use the GSE QM definition and GSE mortgage markets to accommodate their 

customers seeking long-term, fixed rate loan products that permit smaller down payments than normally 
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deemed acceptable under the bank’s own loan portfolio.  These are credit-worthy homebuyers, typically on a 

more limited budget, who have not been able to save sizable down payments, but who have demonstrated 

their willingness and ability to repay credit obligations by paying their rent on time as well as other credit 

extensions.  Our members that actively use the GSE market are banks of all sizes and complexities.  However, 

small banks serving rural areas have found the GSE QM product and mortgage markets particularly 

advantageous.  These small banks cannot bear the interest rate risk associated with long-term credit 

obligations – the very type of credit their customers often need to ensure repayment success.  In addition, 

due to limited staff and resources, small creditors often engage in originating loans that qualify for GSE QM 

status via the secondary market because they don’t have the staff and systems to support the additional 

compliance obligations that often accompany higher LTV credit extensions including servicing escrow 

accounts, providing annual mortgage insurance disclosures, handling mortgage insurance cancellation 

requests, and more.   

 

Our members are concerned if the GSE QM were simply allowed to “expire” many consumers, particularly 

those with lower incomes living in small rural communities, would not qualify for a mortgage loan at all. 

While some mortgage experts predicted a robust market for non-QM loans would materialize after the 

industry adjusted to the Bureau’s initial Ability to Repay Rule, the truth is, it has not.  In fact, the current 

disruptions to the economy resulting from the ongoing pandemic have likely further reduced the market for 

non-QM loans.  Creditors of all sizes are more likely now, than ever before, to seek the QM’s safe harbor 

protections as more and more consumers seek refinances and alternatives as their COVID-related loan 

accommodation periods end.  

 

IBA Members Support a “Transition Period” upon the GSE QM Expiration 

The Bureau is proposing to extend the Temporary GSE QM loan definition expiration until the effective date 

of final amendments to the General QM loan definition revisions. The Bureau also indicates in its request for 

comments it proposes a six-month interval between Federal Register publication of a final rule and the rule’s 

effective date.  

 

Our members believe a “transition period” of at least twelve months will be critical to ensure minimal 

disruption in the mortgage market.  Thus, we request the Bureau thoughtfully consider a twelve-month 

interval period between Federal Register publication of the final rule and the rule’s effective date, followed 

by an additional six-month optional compliance period, with mandatory compliance effective 1.5 years after 

publication in the Federal Register.  An optional compliance period will facilitate compliance certainty and 

the successful closing of loans in a creditor’s pipeline that may be underwritten under the existing GSE QM 

definition but close under the revised General QM definition.  

 

Creditors cannot simply “flip a switch” to transition from the Temporary GSE QM to the revised General QM 

currently being proposed by the Bureau.  Documentation, verification and underwriting processes will need 

to be evaluated and reconfigured.  Software and loan platforms will need to be updated, tested and likely, 

revised again.  Staff will need to be retrained.  Lessons learned from implementing the TRID rules and HMDA 

revisions have proven it takes time to successfully plan, coordinate and implement such sweeping regulatory 

changes.  Vendors and creditors must work together in this process. 
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Given the many uncertainties caused by the pandemic, IBA members believe a longer transition period is 

warranted.  Many companies, including banks and their service providers, are under extreme pressure to 

support existing homeowners who are suffering economically due to the pandemic and have taken 

advantage of loan accommodation programs.  As these distressed homeowners transition out of their loan 

accommodation arrangements, assisting them should take priority over implementing revised regulations.  In 

addition, banks and their service providers are stressed both financially as well as operationally as they are 

dealing staff working remotely as well as abnormally high absentee rates as employees, or members of 

employee families, have contracted COVID-19. And all of this is occurring during a period of historically low 

mortgage interest rates and high mortgage origination loan volume.  Any of these factors alone, if not 

carefully balanced and managed, could lead to major market interruptions; together they are the recipe for a 

perfect storm certain to wreak havoc within the industry.  Given the uniqueness of current circumstances, we 

implore the Bureau to provide time for mortgage lenders to transition thoughtfully, smoothly and efficiently.   

 

In summary, our members support the Bureau’s proposal to extend the sunset date of the GSE QM definition 

and request that the Bureau provide ample time for the transition to the expanded QM definition currently 

being proposed by the Bureau, to minimize disruption to the mortgage markets as well as maintain and 

strengthen the mortgage market.  We thank the Bureau for its thoughtful consideration of our comments.  If 

you have any questions related to these comments, please feel free to contact me at 800-532-1423 or via the 

email address below.  Thank you for your time and consideration. 

 

Sincerely, 

 

Ronette Schlatter, CRCM 

Sr. Compliance Analyst, III 

Iowa Bankers Association 

rschlatter@iowabankers.com  
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