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Note: This document was used in support of a live discussion. As such, it does not necessarily 
express the entirety of that discussion nor the relative emphasis of topics therein.

2013 Mortgage Servicing Final 
Rules Overview

Disclaimer

• The Bureau issued the Title XIV mortgage rules in January of 2013 to 
implement provisions under the Dodd Frank Wall Street Reform and 
Consumer Protection Act.

• The rules have been further clarified and updated by final rules issued 
in May, July and September, 2013.

• Most of the rules will take effect in January 2014.

• This presentation is current as of November 7, 2013.  This 
presentation does not represent legal interpretation, guidance or 
advice of the Bureau. While efforts have been made to ensure 
accuracy, this presentation is not a substitute for the rule. Only the 
rule and its Official Interpretations can provide complete and definitive 
information regarding requirements. This document does not bind the 
Bureau and does not create any rights, benefits, or defenses, 
substantive or procedural, that are enforceable by any party in any 
manner. 
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Early Delinquency Protections

Before 
36 days:
Live 
Contact

Before 
45 days:
Written 
Notice and 
Continuity 
of Contact 

Until 120 
days: 
Protection 
Against a 
Foreclosure 
Filing
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Protections All For Delinquent Borrowers
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Early Intervention and Continuity of Contact 

•Early Intervention:
•By 36th day, make good faith effort to contact borrowers 
•By 45th day, provide written information to borrowers

•Continuity of Contact:
•Policies and procedures to assign support personnel
•Policies and procedures to ensure that personnel can access 
borrower provided information and provide such information to 
decision makers
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Protections for All Delinquent Borrowers
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Foreclosure Protections: 120-Day Rule

•120 day prohibition:  A servicer may not make the first notice 
or filing required for foreclosure on a borrower until a borrower is 
more than 120 days delinquent, subject to two exceptions.

• “First Notice or Filing”: A document is considered a “First 
Notice or Filing” on the basis of the foreclosure procedure under 
applicable state law, namely:
• in a judicial foreclosure state, this is the first document 

filed in court or with another judicial body; and
• in a non-judicial foreclosure state, this is the earliest 

document to be recorded or published to initiate the 
foreclosure process. 

Protections for Borrowers in Loss Mitigation
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Completing the Application

• Acknowledgment Notice: An application received 45 days 
before a foreclosure sale must be reviewed and, 5 days after 
receiving the application, a servicer must send a notice that 
identifies if the application is complete or if information or 
documents are missing.

• Complete Application: The application is complete when a 
servicer receives all information it requires: a servicer is required 
to exercise reasonable diligence to obtain necessary information 
from the borrower to complete the application.

• Facially Complete Application: If a borrower submits all 
information requested in the acknowledgment notice but a 
servicer later determines that additional information is needed, 
then that application is treated as facially complete.
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Protections for Borrowers in Loss Mitigation
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Incomplete Applications

A servicer may not evade requirements to evaluate a complete 
loss mitigation application by offering a loss mitigation option 
based on an incomplete application, except for:

• when an application is incomplete for a significant time 
under the circumstances; or

• the servicer offers a short-term forbearance option.

Protections for Borrowers in Loss Mitigation
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After a Complete Application is Received

• Evaluation: A servicer must evaluate a complete application 
received more than 37 days before foreclosure sale for all loss 
mitigation options within 30 days.

• Notification: A servicer must provide a written decision, 
including reasons for loan modification denials.

• Responses: The amount of time a borrower has to accept or 
reject a loss mitigation offer varies depending on when the 
servicer receives the complete application and the foreclosure 
sale date.

• Appeal: If a servicer receives a complete or facially complete 
application 90 or more days before foreclosure sale, a borrower 
has appeal rights.
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Loss Mitigation Protections From Receipt Date of Complete Application

90 or more days  
• Servicer sends 

acknowledgment notice 
within 5 days.

• Servicer sends written 
decision and explanation 
of a loan modification 
denial, if applicable, 
within 30 days.

• Borrower has 14 days to 
accept or reject an offer 
of a loss mitigation 
option. 

• Borrower has 14 days to 
appeal denial of a loan  
modification application 
after servicer provides 
denial.

45 to 89 days 
• Servicer sends 

acknowledgment 
notice within 5 
days.

• Servicer sends 
written decision 
and explanation of 
a loan modification 
denial, if 
applicable, within 
30 days.

• Borrower has 7 
days to accept or 
reject a loss 
mitigation offer.

38 to 44 days
• Servicer sends 

written decision 
and explanation 
of a loan 
modification 
denial, if 
applicable, 
within 30 days.

• Borrower has 7 
days to accept 
or reject a loss 
mitigation 
option. 
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Sale

Dual Tracking Restrictions

If a servicer receives a complete or facially complete application, it 
may not file a first notice or filing to start foreclosure, until:

• The servicer has denied the borrower’s application, and:

• The time for the appeal of the denial expired, OR
• The borrower appealed and the appeal was denied; OR

• A borrower rejected all offered loss mitigations options; OR

• A borrower does not perform as required under a loss mitigation 
agreement.

9

Before a Formal Foreclosure Process Starts
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Dual Tracking Restrictions

If a servicer receives a complete application more than 37 
days before a sale, or a facially complete application more 
than 45 days before a sale, it may not complete the foreclosure 
until:

• The servicer has denied the borrower’s application, and:
• The appeal process is not available to the borrower,
• The time for the appeal expired, OR
• The appeal was denied; OR

• A borrower rejected all offered loss mitigations options; OR 

• A borrower does not perform as required under a loss mitigation 
agreement.
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After a Foreclosure Sale is Pending:

90 or more days:  
• Complete or 

facially complete 
application was 
denied and   
appeal rights    
are exhausted;

• Borrower rejects   
a pending offer, 
including from an 
appeal; or

• Borrower fails to 
perform under an 
offer.

45 to 89 days:
• Complete or facially 

complete 
application was 
denied;

• Borrower rejects a 
pending offer; or

• Borrower fails to 
perform under an 
offer.

38 to 44 days:
• Complete 

application 
was denied; 

• Borrower 
rejects a 
pending 
offer; or

• Borrower fails 
to perform 
under an 
offer.
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Foreclosure 
sale

*If an owner 
or investor 
offers more 
protections, 
a servicer 
must follow 
those too.

Dual Tracking Restrictions
If a Complete Application is Received 37 Days From the Sale Date, 
Completion of a Pending Foreclosure is Only Allowed if:
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Duplicative Request Provision

A servicer is only required to comply with the 
requirements [in the loss mitigation procedures – 12 
C.F.R. 1024.41] for a single complete loss mitigation 
application for a borrower’s mortgage loan account. 
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Servicing Transfers
• Documents and information transferred from the old servicer 

to the new servicer may count as an application for loss 
mitigation, triggering all of the responsibilities of the loss 
mitigation requirements (Section 1024.41). 

• If, for example, the documents constitute a complete loss 
mitigation application for the new servicer, the new servicer 
must treat the documents and information as if they were 
submitted to the new servicer on the date that they were 
submitted to the old servicer.

• If servicing on the account is transferred to a new servicer, the 
borrower may be able to apply for loss mitigation again. 

• Note: Servicers must have policies and procedures reasonably 
designed to facilitating transfer of information during servicing 
transfers.
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Information Requests and Notices of Errors

• A borrower may request information and error corrections, 
respectively with certain exceptions and in certain categories.

• A borrower must send requests to the servicer-provided address, 
which, if specifically designated, must appear on certain notices 
and a servicer’s website.

• Requires a servicer to send an acknowledgment notice within 5 
days and provide information within 30 days, except in certain 
instances.
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• A servicer must investigate the error, with the response deadlines 
depending on the alleged error.  To investigate the error, a servicer 
may request, but not require, information from a borrower.

• A servicer’s response must identify errors fixed and, if not, reasons 
for why not, the documents relied upon, and the way for a 
borrower to request documents relied upon.

Specific Protections for Notices of Errors:

Generally Applicable Protections in Both Provisions:

General Protections for All Borrowers

Servicers must have policies and procedures reasonably designed to 
accomplish the various objectives: 

• Accessing and providing timely and accurate information
• Properly evaluating loss mitigation applications
• Facilitating oversight of, and compliance by, service providers
• Facilitating transfer of information during servicing transfers
• Informing borrowers of the written error resolution and 

information request procedures.
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• Must be provided for each billing cycle, except during a 
consumer’s bankruptcy and a few other exceptions.

• Not required for fixed-rate mortgage loans if a coupon book is 
provided and meets the exemption requirements.

• Has specific information for delinquent customers.

Periodic Statements

Policies and Procedures
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Force-Placed Insurance:  Servicers may not charge a borrower 
for force-placed insurance coverage unless

• The servicer has a reasonable basis to believe the borrower has 
failed to maintain hazard insurance required by the loan contract

• The servicer has provided

• an initial notice at least 45 days before charges imposed; and
• a reminder notice at least 30 days after the first notice and at 

least 15 days before charges imposed 

• The charges are for services actually performed and bear a 
reasonable relationship to servicer’s cost of providing the service

Escrowed borrowers: 

• Servicer may not force-place insurance if servicer can maintain 
delinquent borrower’s existing coverage by advancing funds

Specific Protections for All Borrowers (Cont.)
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Specific Protections for All Borrowers

Prompt Crediting

• Crediting: A periodic payment (principal, interest, and escrow) must be 
applied as of the day received, subject to two exceptions.
• Suspense Accounts: If a servicer receives a partial payment, the payment 
may be held credited, returned, or held in a suspense account.  When the 
amount in the suspense account covers a periodic payment, the servicer 
must apply the funds to the consumer’s account.  

ARM Interest Rate Adjustment Notices
• New One-Time Initial ARM Notice (20(d) Notice): 210 to 240 days prior to 
the first payment due after the rate first adjusts.
• Revised 20(c) ARM Notice: 60 to 120 days prior to the first payment due    
after the rate adjusts if payment will change.  

Payoff Statements
• Must be sent within a reasonable time, no later than 7 days, after receiving 
a written request.
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Small Servicer Exemption

“Small Servicers” Are Exempt from Certain 
Servicing Rules   
• A “small servicer” (1) services 5,000 or fewer mortgage loans; (2) 

each of which is owned by, or was originated by, the servicer or its 
affiliates (excluding charitably serviced loans, reverse mortgages, 
and time shares)

• Small servicer determinations made each January 1 for the new 
calendar year, based on the number of loans serviced by 
servicer and affiliates

• Includes Housing Finance Agencies regardless of size

• For any sub-serviced loan, the master and any subservicer must 
both qualify as “small servicers”

• Exemption applies to periodic statement, requirement to advance 
from escrow to maintain insurance under certain circumstances, 
policies and procedures, most loss mitigation requirements.
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Amends Regulation Z (TILA)

• Periodic statement requirement

• ARM disclosure requirements

• Prompt crediting and payoff statements

Amends Regulation X (RESPA)

• Error resolution and information requests

• Force-placed insurance

• General servicing policies and procedures

• Early intervention and continuity of contact

• Loss mitigation procedures and dual tracking

Mortgage Servicing Final Rule
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Resources

• CFPB’s Guide to the Servicing Rules, “Help for Struggling Borrowers": 
ttp://files.consumerfinance.gov/f/201312_cfpb_mortgages_help-for-
struggling-borrowers.pdf

• CFPB resources on RESPA and TILA: 
http://www.consumerfinance.gov/regulations/2013-real-estate-
settlement-procedures-act-regulation-x-and-truth-in-lending-act-
regulation-z-mortgage-servicing-final-rules/

• File a consumer complaint: 
http://www.consumerfinance.gov/complaint/

Questions?  
Jean Healey

Senior Counsel for Enforcement Strategy, Northeast Region
Consumer Financial Protection Bureau

consumerfinance.gov
202-435-7514 (work)

202-641-3266 (mobile)
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