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LEGISLATIVE UPDATE 

 

CONSUMER FINANCIAL PROTECTION BUREAU  

MORTGAGE SERVICING RULES  

 

 

 
WHO:  The Consumer Financial Protection Bureau (“CFPB”) has issued new Mortgage 

Servicing Rules.     
 
WHAT: The Mortgage Servicing Rules apply to the making and servicing of mortgage 

loans, including first mortgages, second mortgages and home equity line-of-
credit mortgage loans (HELOCs). 

 
WHEN: Most of the Mortgage Servicing Rules are effective January 10, 2014. 
 
WHY: The new Rules were required by the Dodd-Frank Reform and Consumer 

Protection Act which amended the Real Estate Settlement Procedures Act, and 
the Truth-in-Lending Law with regard to the making and servicing of mortgage 
loans.   

 
 
SUMMARY.  
 
The new Mortgage Servicing Rules are both numerous and in many cases lengthy.  The rules 
are also confusing in that some of the rules apply to all types of consumer mortgages whereas 
other rules only apply to certain mortgages.  
 
There is a small servicer exemption if the Credit Union has 5,000 or less loans.  If the Credit 
Union is a small servicer, it is exempt from many of the lengthiest Mortgage Servicing Rules, but 
will still be subject to several of the rules as explained below. 
 
The Credit Union must make an initial determination as to which rules apply to the Credit Union 
and then make certain that the Credit Union staff is familiar with the rules and implements the 
necessary procedures prior to January 10, 2014.  
 
CFPB COMPLIANCE GUIDES.  
 
The Mortgage Servicing Rules are numerous and complex; however, the CFPB has issued 
several Compliance Guides to assist lenders in complying with the new rules.  All of the guides 
can be found on the CFPB web site and a copy of the Compliance Guide for most of the 
Mortgage Servicing Rules applicable to Credit Unions which are subject to the small servicer 
exemption is attached to this Legislative Update.   
 
Summary of the Rules Applicable to Small Servicing Entities.  The rules which are 
applicable to Credit Unions that are small servicer entities (5,000 or less loans) are as follows:  
 

 Error Resolution and Information Requests 

 Force-Placed Insurance 

 Loss Mitigation Procedures 
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 Adjustable Rate Mortgage Disclosures 

 Prompt Crediting of Payments 

 Payoff Statement 
 
 
If the Credit Union has more than 5,000 loans or is servicing at least one loan that the Credit 
Union does not own, it is subject to not only the Mortgage Servicing Rules referred to above, but 
also the following additional rules:  
 

 Policies, Procedures and Requirements 

 Continuity of Contact 

 Loss Mitigation Procedures 

 Mortgage Servicing Transfers 

 Escrow Accounts 

 Periodic Statement 

 

MORTGAGE SERVICING RULES:  Coverage  
Regulation X (12 CRF 1024) Closed-End, 

Principal 
Residence 

Closed-End, 
Non-Principal 
Residence 

Open-
End 

Loan Type 

 
Error Resolution and Information  
Requests (.35 and .36) 
 

 
X 

 
X 

  

 
Force-Placed Insurance (.37) 

 
X 

 
X 

  
Small Servicer must comply 
with requirements of 1024.37 
but, per 1024.17(k)(5)(iii), is 
permitted to purchase force-
placed insurance if less 
expensive than escrow 
payment for borrower’s hazard 
insurance.   

 
Loss Mitigation Procedures (.41) 

 
X 

   
Small Servicers (except, per 
1024.41(j), small servicers 
may not file for foreclosure if 
borrower is performing 
pursuant to a loss mitigation 
agreement OR is 120 or fewer 
days delinquent), Reverse 
Mortgages, Qualified 
Lender. 

 
ARM Disclosures (.20(c) and (d) 

 
X 

   
ARM with term of 1 year or 
less. 

 
Prompt Crediting (.36) 

 
X 

  
X 

(principal 
dwelling  

only) 

 

 
Payoff Statement (.36) 

 
X 

 
X 

 
X 
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CFPB MORTGAGE SERVICING RULES READINESS GUIDE.  
 
Attached to this Legislative Update is Part I – Summary of the Rules from the CFPB Mortgage 
Rules Readiness Guide.  Please note that a number of the rules contained in this Summary are 
not applicable to Credit Unions with less than 5,000 mortgages.   
 
Note that the Readiness Guide refers to several additional Mortgage Servicing Rules which 
become effective on January 10, 2014, which are not addressed in this Legislative Update.  
These rules, which must be complied with by the Credit Union are as follows:  
 

 Ability to Repay and Qualified Mortgage Standards (Regulation Z) 

 ECOA Valuations for Loans Secured by a First Lien on a Dwelling (Regulation B) 

 
CFPB SMALL ENTITY COMPLIANCE GUIDE FOR MORTGAGE SERVICING RULES 
APPLICABLE TO THE TRUTH-IN-LENDING ACT.   
 
The CFPB has prepared a Small Entity Compliance Guide dated November 27, 2013.  Please 
note that this consumer compliance guide covers a number of Mortgage Servicing Rules which 
are only applicable to Credit Unions with more than 5,000 mortgages.  Each section will indicate 
whether the particular Mortgage Rule is applicable to a small entity (Credit Union with less than 
5,000 loans, or to a financial institution which owns or services more than 5,000 loans.  The 
Small Entity Compliance Guide is well-written and will help you understand how to comply with 
these new rules.  The Small Entity Guide can be found at:   
 

http://files.consumerfinance.gov/f/201311_cfpb_servicing-implementation-guide.pdf  
 
Should you have any questions, please feel free to contact our office.  

 

 

 

 
Peter J. Liska, Esq. 
December 19, 2013 

http://files.consumerfinance.gov/f/201311_cfpb_servicing-implementation-guide.pdf
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