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March 16, 2015 

 

 

Monica Jackson 
Office of the Executive Secretary, Consumer Financial Protection Bureau 
1700 G Street NW 
Washington, DC  20552 

Re: Comments on Proposed Amendments to Mortgage Servicing Rules 
Docket No. CFPB-2014-0033; RIN: 3170-AA49 

Dear Ms. Jackson,  

I am writing on behalf of the California and Nevada Credit Union Leagues (Leagues), one of the largest 
state trade associations for credit unions in the United States, representing the interests of approximately 
400 credit union members and their 10 million members/consumers. The Leagues welcome the 
opportunity to provide comments to the Consumer Financial Protection Bureau (Bureau) on its proposal 
to further amend the Mortgage Servicing Rules issued in 2013. 

The Leagues appreciate the Bureau’s efforts to address issues raised by stakeholders, including credit 
unions. We generally support the proposed amendments to the regulations and official commentary under 
the Real Estate Settlement Procedures Act (Regulation X) and the Truth in Lending Act (Regulation Z); 
however, we offer the following comments to help further improve the Mortgage Servicing Rules.  

Delinquency Definition §1024.31 and Foreclosure Filings §1024.41(f) and (j) 

The Bureau is proposing to add a general definition of delinquency that would apply to all of the servicing 
provisions of Regulation X and the provisions regarding periodic statements for mortgage loans in 
Regulation Z. Under the proposed definition, a borrower and a borrower’s mortgage loan obligation are 
delinquent beginning on the date a payment sufficient to cover principal, interest, and, if applicable, 
escrow, becomes due and unpaid. 

The Leagues generally support the proposed definition of delinquency; however, we have grave concerns 
that the Bureau’s prohibition on foreclosures under §1024.41(f) and (j) and the proposed definition of 
delinquency taken together prohibits credit unions and all lenders from seeking foreclosure for contractual 
defaults that put their collateral at risk. A delay of foreclosure should be reserved only for situations where 
a borrower and their mortgage loan obligation are delinquent.  

Consider that lenders’ contractual rights to protect their security interests include, but are not limited to, 
when a borrower is delinquent on their property taxes, homeowner’s association dues or homeowner’s 
insurance, or does something to impair or cause damage to the property, or has obtained the mortgage 
loan through fraudulent applications or misrepresentations that are later discovered. 

We respectfully submit that the Dodd-Frank Act did not intend to preclude a lender from exercising their 
contractual rights to protect their collateral. When a borrower is in default for reasons wholly unrelated to 
their failure to make timely payments to the lender, the lender should be able to foreclose if necessary to 
protect their security interest.  

We recommend the Bureau clarify the prohibition on foreclosure referral under §1024.41(f) and (j) and 
provide that a loan under its terms and/or deed of trust must be in DEFAULT (rather than delinquency) at 
least 120 days, unless the lender can establish that waiting 120 days would cause the lender harm.  

http://www.ccul.org/


Comments on Proposed Amendments to Mortgage Servicing Rules 
Docket No. CFPB-2014-0033; RIN: 3170-AA49 
March 16, 2015 
Page 2 

2855 E. Guasti Road, Suite 600  •  Ontario, CA 91761-1250  •  909.212.6000 
PO Box 51476  •  Ontario, CA 91761-0076  •  800.472.1702  •  www.ccul.org  •  league@ccul.org 

Force-placed Insurance §1024.37 

The Bureau is proposing to amend the required disclosures to account for when a servicer wishes to 
force-place insurance when the borrower has insufficient, rather than expiring or expired, hazard 
insurance coverage on the property. The Leagues support this amendment and believe it will benefit 
members to have more accurate information on the required initial and reminder notices.  

The Bureau also proposed to allow servicers the option to include a borrower’s mortgage loan account 
number on the required notices. The Leagues also agree with this proposed change, as it once again 
provides members with better information. Having the account number on the notice helps the member 
identify for which loan the credit union is requesting appropriate insurance and facilitates easier 
communication between the member and the credit union.  

Reasonable Date - Commentary to §1024.41(b)(2) 

The Bureau proposes to clarify, through proposed comments §1024.41(b)(2)(ii)-1, 2, and 3, that servicers 
have significant flexibility in setting a reasonable date by which a borrower must return documents and 
information to complete a loss mitigation application. The proposed comments allow servicers to select 
any date they determine maximizes the borrower’s protections and allow the borrower a reasonable 
period of time to return documents and information. The comments clarify that a “reasonable period of 
time” would not be less than seven days and that the date may be earlier than the nearest remaining 
milestone. The Leagues agree with the proposed comments and believe they will encourage borrowers to 
respond promptly which will benefit both the borrower and the processing credit union.  

Duplicate Requests §1024.41(i) 

Currently, servicers are not required to comply with the loss mitigation provisions in §1024.41 if they 
previously complied with those requirements with respect to the same borrower’s prior complete loss 
mitigation application. The Bureau is now proposing to require servicers to meet the loss mitigation 
requirements more than once in the life of a loan for borrowers who become current after a delinquency.  

The Leagues believe that a requirement to complete the loss mitigation procedures repeatedly for the 
same borrower is overly burdensome and will prove to delay a credit union’s ability to proceed with 
normal collection procedures.  

Credit unions strive to serve their members and help them through their financial hardships. When a 
member experiences a change in their financial circumstances credit unions attempt to assist them in the 
manner that is in the member’s best interest while protecting the credit union’s position. We suggest the 
Bureau allow credit unions to offer their members multiple loss mitigation applications when it makes 
sense on a case-by-case basis with their members, but to not require a repeat process.  

Should the Bureau proceed with requiring servicers to comply with the loss mitigation requirements more 
than once in the life of the loan, the Leagues suggest there be limits on the frequency and number of loss 
mitigation submissions for the same borrower. We recommend that the borrower must be current for a 
minimum of six consecutive months since their last submitted complete loss mitigation application. This 
six month period is consistent with other requirements under Regulation Z, such as curing a penalty APR 
under 1026.55(b)(4)(ii). We also recommend the Bureau establish a maximum of two loss mitigation 
submissions for the same borrower.  
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Small Servicer Definition (1026.41(e)(4)(ii) 

The small servicer definition generally applies to servicers who service 5,000 or fewer mortgage loans for 
all of which the servicer is the creditor or assignee. The proposal would exclude certain seller-financed 
transactions from being counted toward the 5,000 loan limit. The Leagues support this amendment which 
will allow servicers to retain their small servicer status and exemptions while servicing those transactions.  

Conclusion 

In conclusion, the Leagues generally support the amendments aimed at reducing burdens and clarifying 
processes. We do, however, have serious concerns with the existing regulations and proposed 
delinquency definition and recommend the Bureau consider lenders’ contractual rights to foreclose when 
a borrower is in default and the lender’s collateral is at risk. This raises a significant safety and soundness 
concern for credit unions. We further recommend that the Bureau not allow loss mitigation requirements 
more than once during the life of the loan. However, if the Bureau does do so, we stress that there must 
be limits on the frequency and number of submissions by the same borrower.  

We thank you for the opportunity to comment on the proposed rule and for considering our views.  

Sincerely, 
 
 

Diana R. Dykstra 
President and CEO 
California and Nevada Credit Union Leagues 
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