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Web: www.goalliedcap.com 

Announcement 
 

 

 

To: ALL APPROVED BROKERS 

From: Operations Department 

Date: January 10, 2014 

Subject: Qualified Mortgage Policy Announcement 

 

 
This Announcement serves to announce various specific changes to Allied Capital’s policies and procedures as 
they relate to CFPB regulatory changes taking effect in January 10, 2014. This document is not intended to 
provide legal or compliance advice.  Brokers should ensure they are aware all upcoming regulatory changes in 
preparation of maintaining compliance with all final rules issued by the CFPB. 
 

I.  Changes to Allied Capital Policy and Procedures: 
 

 Broker Lender Paid Compensation (LPC) Selection Form: Effective for all loans registered on or after 
January 10, 2014, Allied Capital will require Brokers to utilize the updated Lender Paid Compensation 
Selection Form. This form is dated 1/1/2014 and can be located on GoAlliedCap.com or from your Account 
Executive. The form has new sections regarding disclosure of any affiliated businesses and their fees being 
utilized in the transaction. 

 

 Affiliate Relationships:  Allied’s new policy on Affiliate relationships will be that we will not fund any loan 
where an Affiliate relationship exists.   This includes title, homeowners insurance, credit agencies and 
credit repair affiliations.  To ensure we have covered this issue, we will get an attestation from the title 
company on each transaction that the Broker/employee has no ownership in the title company.  Allied 
will generate this disclosure on every loan.  Additionally, each Fee Sheet will include an attestation from 
the Broker that there are no affiliate relationships on the transaction. 
 

 New Disclosures: Allied Capital will include two new disclosures that will be provided with the initial 
disclosure package.  
 

o Right to Receive an Appraisal:  Effective for all loan submissions with application dates on or after 
January 18, 2014, borrowers must be provided an ECOA Right to Receive an Appraisal Disclosure 
within 3 days of that application. 

o Homeownership Counseling Disclosure: Effective for all loan submissions with broker application 
dates on or after January 10, 2014, borrowers must be provided a Homeownership Counseling 
Disclosure within 3 days of that application. 

 

 Discount Points:  If discount points are being charged, we will require a Discount Point Fee Disclosure to 
be signed by the borrower. 
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II. Some important things to consider: 
 

1. All loans must receive an AUS Approval 
2. This regulation covers owner occupied, second homes and investment properties 
3. The APR on the loan must be within the following ranges: 

a. Conventional, VA, USDA:  APOR + 1.50% and FHA Loans:  APOR + 1.15% + Annual MIP 
i. The APOR is the Average Prime Offer Rate published weekly by FHLMC. Separate Fixed 

Rate and Adjustable Rate indices are provided by loan maturity (in years). APOR rates 
are published online by going to the FFIEC website at: 
http://www.ffiec.gov/ratespread/aportables.htm.  Find your “years” 15, 20, or 30 and 
scroll down to the most recent date. The Index in effect on the day you lock the loan will 
be the Index used for the QM Rules tests. 

4. If the loan exceeds these ranges, the loan will be an HPML loan.  All HPML loans will have the standard 
HPML conditions (required escrows) plus: 

a. An appraisal MUST be delivered 3 days prior to closing 
b. DTI cannot exceed 43% even with an AUS approval 
c. Disposable income requirements must be met 
d. Loan must be reviewed for flips 

 
5. All HPML loans will have the following Disposable Income requirements: 

Primary Residence  

If Residual Income is > $2,500 No Minimum Residual is required. 

If Residual Income is >$800 < $2,500  The greater of 3 months PITI, or loan program 
requirement. 

If Residual Income is < $800  The loan is not eligible for financing. 

Second Homes and Investment Properties  

If Residual Income is > $2,500 Standard loan program requirements for PITI. 

If Residual income is < $2,500 The loan is not eligible for financing 

 
6. QM Points and Fees may not exceed 3% of the Total Loan Amount for loans $100,000 or greater 

a. The points and fees test is based on the best available information at the time the loan is 
originated, and again when it’s locked.  Allied will run the test at time of origination, at lock and 
at CTC.  If the loan fails, you will be given a chance to cure. 

b. Your Broker Compensation (Lender or Borrower Paid) is calculated off the Note Loan Amount.  
However your QM maximum points and fees are calculated of “Total Loan Amount”.  The Total 
Loan Amount as defined by QM is lower than your Note Loan Amount.  This is why a 3% LPC will 
fail under the QM points and fee test.  The Total Loan Amount is determined by taking the Note 
Loan Amount, then subtracting Prepaid Finance Charges AND any Affiliate Fee paid to an affiliate 
of the Creditor/Lender.   Note:  At this time, Allied will not allow a transaction where an Affiliate 
relationship exists. 

c. Maximum Points and fees are allowed as follows: 
 

Loan Amount Maximum Points/Fees 

>$100,000 3% 

$60,000 to $99,999 $3,000 

$20,000 to $59,999 5% of Total Loan Amount 

 
7. Key components of the QM point and fees calculation 

a. Brokers Lender or Borrower Paid Compensation 
b. Any origination charges paid by the borrower(s) at closing that are retained in any part by the 

originator or lender (origination, processing, underwriting, closing, etc) 

http://www.ffiec.gov/ratespread/aportables.htm
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i. All title company “junk fees” will be included in the test.  Actual costs for title, recording, 
survey, well and septic will be excluded.  This is subject to change as we get more 
clarification. 

c. FHA MIP is NOT included in the test 
d. All Borrower Paid Single Premium MI is included in the test 
e. Discount points that do NOT meet the exclusion allowance:  

i. You may EXCLUDE up to 2 bona fide discount points if the **Adjusted Note Rate does 
not exceed the APOR Index by more than 1% (amounts in excess of 1% would be added 
into the points and fees test subject to the below ii.) 

ii. You may EXCLUDE up to 1 bona fide discount point if the **Adjusted Note Rate does not 
exceed the APOR Index by more than 2%  

iii. ** Adjusted Note Rate is the Interest Rate the borrower would have had to be given to 
price the loan at or above par. Example: if the quote to the borrower is a 4.5% note rate, 
at a price of 99 (a 1% discount), what Rate would they have to be quoted to bring their 
price up to 100.00 or higher? That “par” note rate is the Adjusted Note Rate used for 
comparison to the APOR Index. 

 
f. Affiliates: (Realtor and Builder Affiliations are EXCLUDED from the Rules)  

i. Broker Affiliates: Allied will not fund any loan where an affiliate relationship with the 
Broker exists. 

ii. Creditor/Lender Affiliates: Allied does not have any affiliate relationships so this is not a 
factor for loans closed by Allied.   

8. Lender Fees: The Allied Fee is now included into the pricing. As a result, the Allied Fee will NOT be 
included in the QM points and fees test. 

 
9. Compensation Selection:  Selecting the appropriate Lender Paid Compensation is a critical factor in 

working within the QM Points and Fees limit. In electing your compensation level, please consider your 
typical loan size and competitive market. 
 

Allied offers the following Lender Paid Compensation options:  

 Percent range from .50% to a maximum of 2.75% 

 Client established Maximum 

 Flat Fee and Minimums are not allowed to be collected  
 

Borrower Paid Compensation is negotiated between the Broker and the Borrower(s) not to exceed QM points 
and fees test 
 
If you wish to make a Lender Paid Compensation change you can complete the Lender Paid Compensation 
Selection form and return it to your Account Manager or Account Executive. 

 
III. Summary:  

 Complete updated LPC form.  Contact your Account Executive.  Max LPC is 2.75% 

 If your loan has MI, contact your Account Manager and ask them for help quoting a product that has no 
QM fee impact.  We suggest Lender Paid MI or monthly borrower paid.  Single premium borrower paid 
will not be allowed as the program exists today. 

 When you price out the loan, does the borrower have a “discount” or a “premium”? 
o If a premium, move on and you can credit the premium towards non broker compensation 

settlement charges. 
o If it’s a discount, a discount test will have to be run. You will need a Discount Disclosure Form 

 Calculate your Total Loan Amount 

 If your loan is $100,000 or greater, calculate 3% of the Total Loan Amount (or use the chart above in 6(c) if 
your loan is less than $100,000) to get your maximum QM allowance 

 Are the total fees still less than the maximum QM allowance?  If so, move on! 
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o If your fees exceed the QM allowance you will have to restructure the transaction, possibly as a 
borrower paid and lower the compensation. 

 The APR on the loan will have to be no greater than the allowances above the APOR outlined 3 (a) above.   
This is considered an HPML loan and will have additional conditions as shown in 4 and 5 above 

o The APOR index can be found on the website of the Financial Institutions Examination Council at: 
http://www.ffiec.gov/ratespread/aportables.htm  

 
The law is ambiguous in areas, so Allied will be making changes to these policies in the future based on feedback 
from you and our regulators.  You can always check with your Account Executive or Account Manager for specific 
questions on your loan. 
 
Thank you for your partnership and we look forward to our continued relationship. 

http://www.ffiec.gov/ratespread/aportables.htm

