CFPB Issues Rule Extending the “GSE Patch”
October 20, 2020
By: Michael C. Flynn

On October 20, the Consumer Financial Protection Bureau (CFPB) issued a final rule extending the
Government Sponsored Enterprise “GSE Patch”, which was set to expire on January 10, 2021. The
GSE Patch is now extended until the earlier of (1) the mandatory compliance date of a final rule
amending the General Qualified Mortgage (QM) loan definition in Regulation Z (QM underwriting
rule), which the CFPB is expected to issue soon; or (2) a GSE leaving federal conservatorship.
The GSE Patch provided that mortgages that meet Freddie Mac or Fannie Mae requirements (i.e.,
loans that would be eligible for purchase by either GSE) would be deemed to be QMs, and thus would
not have to meet the normal QM qualifications of 12 CFR 1026.43. Under that regulation, the GSE
Patch was to expire on the earlier of January 10, 2021, or the date that a GSE leaves federal
conservatorship.
In issuing today’s rule, the CFPB stated that it wished to ensure that between January 10, 2021 and
finalization of the CFPB’s proposed QM underwriting rule (which will modify the definitional
requirements of a QM under 12 CFR 1026.43), borrowers will not be prevented from obtaining, and
would not face higher costs for, loans that before January 10 would have been GSE Patch
loans. Accordingly, the CFPB issued today’s final rule extending the GSE Patch.
Here is a link to today’s GSE Patch extension rule:
https://files.consumerfinance.gov/f/documents/cfpb_atr-qm-patch-extension-final-rule_2020-10.pdf
Buchalter’s Mortgage Banking Practice Group is available to help lenders understand and address the
full range of mortgage banking related issues. Feel free to contact any of the Buchalter Mortgage
Banking Industry Group.
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This communication is not intended to create or constitute, nor does it create or constitute, an attorney-client or any other legal relationship.
No statement in this communication constitutes legal advice nor should any communication herein be construed, relied upon, or interpreted
as legal advice. This communication is for general information purposes only regarding recent legal developments of interest, and is not a
substitute for legal counsel on any subject matter. No reader should act or refrain from acting on the basis of any information included herein
without seeking appropriate legal advice on the particular facts and circumstances affecting that reader. For more information, visit
www.buchalter.com.
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