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Determine whether the creditor has complied with the ability-to-repay requirements of 12 CFR 1026.43(c) by making a loan that is a qualified mortgage under the temporary category qualified mortgage definition. [12 CFR 1026.43(e)(4)] 

If upon review, a covered transaction does not meet all of the applicable conditions for a qualified mortgage under 12 CFR 1026.43(e)(2), (e)(4),(e)(5), (e)(6), or (f), the loan must comply with 12 CFR 1026.43(c), which requires an ability-to-repay determination by the creditor, unless otherwise exempt. See questions 57 and 58 of Worksheet 13 for further information.

A “covered transaction” for this analysis is a closed-end consumer credit transaction secured by a dwelling, including any real property attached to a dwelling. [12 CFR 1026.43(b)(1)] The following are not covered transactions for these purposes: (1) HELOCs, (2) time-share loans, (3) reverse mortgages, (4) temporary or bridge loans with a term of 12 months or less, (5) the construction phase of 12 months or less of a construction-to-permanent loan, (6) loans made by a creditor designated as a CDFI, (7) an extension of credit made pursuant to federal emergency economic stabilization programs, including HAMP and HARP transactions, (8) certain other community housing assistance programs (including credit extended pursuant to a program administered by housing finance agencies), and (9) loans made by 501(c)(3) nonprofit entities. [12 CFR 1026.43(a)]

When reviewing audit or evaluating bank policies, a “no” answer indicates a possible exception or deficiency and should be explained in the work papers. If a line item is not applicable within the area you are reviewing, indicate “NA.” 
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	Worksheet 13B: Temporary Category Qualified Mortgages

	Product type:
	

	Name of borrower:
	

	Account number:
	

	
	Yes
	No
	NA

	1. Does the loan provide for regular, substantially equal, periodic payments, except for the effect any interest rate change after consummation has on ARMs or step-rate mortgages that do not [12 CFR 1026.43(e)(2)(i), (e)(4)(i)(A)]
a. result in an increase of the principal balance [12 CFR 1026.43(e)(2)(i)(A)], or
b. allow balloon payments or deferment of principal payments (except for balloon-payment qualified mortgages described in 12 CFR 1026.43(f) and (e)(6))? [12 CFR 1026.43(e)(2)(i)(B), (e)(2)(i)(C)]
	
	
	

	2. Does the loan term not exceed 30 years? [12 CFR 1026.43(e)(2)(ii), (e)(4)(i)(A)]
	
	
	

	3. Do the total points and fees (defined in 12 CFR 1026.32(b)(1)(i)) not exceed [12 CFR 1026.43(e)(2)(iii), (e)(3), and (e)(4)(i)(A)]
a. for a loan amount of $100,000 or more: 3 percent of the “total loan amount” (see 12 CFR 1026.32(b)(4)(i))?
b. for a loan amount of $60,000 or more but less than $100,000: $3,000?
c. for a loan amount of $20,000 or more but less than $60,000: 5 percent of the total loan amount?
d. for a loan amount of $12,500 or more but less than $20,000: $1,000?
e. for a loan amount less than $12,500: 8 percent of the total loan amount? 
Note: These numbers will be annually adjusted for inflation on January 1.
	
	
	

	4. At the time of consummation, was the loan eligible (except with regard to matters wholly unrelated to ability to repay) to be purchased, guaranteed, or insured by any of the following: [12 CFR 1026.43(e)(4)(i)(B)]
Federal National Mortgage Association (Fannie Mae) or the Federal Home Loan Mortgage Corporation (Freddie Mac), while operating under the conservatorship or receivership of the Federal Housing Finance Agency [12 CFR 1026.43(e)(4)(ii)(A)(1); see also (e)(4)(ii)(A)(2)] 
U.S. Department of Veterans Affairs [12 CFR 1026.43(e)(4)(ii)(C)] ; or
U.S. Department of Agriculture pursuant to 42 USC 1472(h); or the Rural Housing Service [12 CFR 1026.43(e)(4)(ii)(D)-(E)]
Note: The temporary category qualified mortgage, provided in 12 CFR 1026.43(e)(4), expires on the effective date of a rule issued by each respective agency pursuant to its authority under TILA section 129C(b)(3)(ii) to define a qualified mortgage. These special rules in 12 CFR 1026.43(e)(4) are available only for covered transactions consummated on or before January 10, 2021. [12 CFR 1026.43(e)(4)(iii)]
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