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obtain information regarding their mortgage loan accounts.  Rather, such a practice would 
improperly impede borrowers from pursuing valid information requests.  Third, the Bureau has 
learned from outreach with consumer advocates that, in some instances, servicers have 
demanded that borrowers make payments before the servicer will provide a borrower with 
information requested by the borrower or will correct errors identified by a borrower.  The 
Bureau believes that a servicer is required to provide a borrower with information about the 
borrower’s mortgage loan account notwithstanding the payment status of a borrower’s account. 

 Legal authority.  The Bureau relies on its authority in section 6(k)(1)(B) and 6(k)(1)(E) 
of RESPA.  The Bureau believes the limitations of fees are appropriate to carry out the consumer 
protection purposes of RESPA, pursuant to section 6(k)(1)(E) of RESPA. 

 In addition to the authority, the Bureau also has authority pursuant to section 6(j)(3) and 
19(a) of RESPA to establish requirements to carry out section 6 of RESPA or to make such rules 
and regulations as appropriate to achieve the consumer protection purposes of RESPA. 

The Bureau requests comment regarding whether the Bureau should carve out from the 
prohibition on charging fees for responding to an information request any fees charged in 
connection with providing payoff statements or State law beneficiary notices.  The Bureau 
further requests comment regarding whether other types of information requests should be 
excluded from a proposed prohibition on charging fees for responding to an information request. 

36(h) Servicer remedies 

 Proposed § 1024.36(h) states that the existence of an outstanding information request 
does not prohibit a servicer from furnishing adverse information to any consumer reporting 
agency or from pursuing any remedies, including proceeding with a foreclosure sale, permitted 
by the applicable mortgage loan instrument.  This proposed requirement is consistent with 
section 6(e)(3) of RESPA and clarifies that prohibitions on furnishing adverse information only 
apply to qualified written requests that assert an error with respect to a mortgage loan, not to a 
qualified written request that requests information.  The Bureau relies on its authority in section 
6(k)(1)(E) to apply this provision to information request requirements.  The Bureau further relies 
on its authority in section 6(j)(3) to establish any requirement to carry out section 6 of RESPA 
and its authority in section 19(a) to make such interpretations as may be necessary to carry out 
the consumer protection purposes of RESPA. 

Section 1024.37 Force-Placed Insurance 

37(a) Definitions 

37(a)(1) Force-Placed Insurance 

 Section 1463 of the Dodd-Frank Act amended RESPA section 6 by adding a new section 
6(k)(2), which sets forth that for purposes of RESPA section 6(k)-(m), “force-placed insurance” 
means “hazard insurance coverage obtained by a servicer of a federally related mortgage when 
the borrower has failed to maintain or renew hazard insurance on such property as required of the 
borrower under the terms of the mortgage.”  The Bureau proposes to implement RESPA section 
6(k)(2) by adding new § 1024.37(a)(1) to Regulation X to define “force-placed insurance” to 
mean hazard insurance obtained by a servicer on behalf of the owner or assignee of a mortgage 
loan on a property securing such loan.   
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 The Bureau’s definition of force-placed insurance is broader than the statutory definition 
of force-placed insurance.  Virtually all mortgage loan contracts require borrowers to maintain 
hazard insurance during the term of the loan, and permit lenders to charge borrowers for any 
hazard insurance lenders obtain if borrowers fail to maintain hazard insurance coverage.92  The 
Bureau recognizes that force-placed insurance is hazard insurance that servicers are contractually 
required to obtain on behalf of the owner or assignee of a mortgage loan when the servicer is 
unable to obtain evidence that the borrower has complied with the borrower’s obligation to 
maintain hazard insurance.93  But in its review of issues related to force-placed insurance, the 
Bureau has learned that in recent years, some servicers might have improperly obtained force-
placed insurance when they arguably knew or should have known that the borrower already had 
hazard insurance.94  The Bureau has met with servicers and insurance companies that write 
force-placed insurance.  They have told the Bureau that when they detect a gap in borrower-
obtained hazard insurance coverage, they typically communicate with the borrower to confirm 
the absence of borrower-obtained hazard insurance before obtaining force-placed insurance.  
According to industry, force-placed insurance is an uncommon occurrence.95  It appears that the 
new Dodd-Frank requirements on force-placed insurance, such as, for example, requiring 
servicers to provide advance notice over a 45-day notice period before charging borrowers for 
force-placed insurance, discussed further below, reflect common practice for the majority of the 
mortgage servicing market.96  But the Bureau has learned that there does not appear to be an 
industry standard for providing advance notice before a servicer renews or replaces existing 
force-placed insurance.  As discussed further below, the Bureau proposes to exercise its authority 
under RESPA sections 6(j)(3), 6(k)(1)(E) and 19(a) to add new § 1024.37(e), which would 
require servicers to follow an advance notice process before they renew or replace existing force-
placed insurance. 

                                                 
92 See, e.g., Fannie Mae/Freddie Mac Note at ¶ 5. 
93 See, e.g., Fannie Mae Single-Family Servicing Guide, Part II, Ch. 2 (2012) (“Part of a servicer’s responsibility for 
protecting Fannie Mae’s interest in the security property is to ensure that hazard insurance (including flood 
insurance), under the terms specified in Fannie Mae’s Guides, is in place at all times.  If the servicer is unable to 
obtain evidence of acceptable hazard insurance for a property, the servicer should obtain alternative insurance 
coverage (so-called “force-placed” or “lender-placed” insurance) to protect Fannie Mae’s interests, available at 
https://www.efanniemae.com/sf/guides/ssg/svcg/svc031412.pdf.  
94 See, e.g., United States of America v. Fairbanks Capital Corp., Civ. Action No. 03-12219-DPW, Complaint at ¶ 
17 (D. Mass. Nov. 12, 2003) (alleging that Fairbanks improperly obtained force-placed insurance when it knew or 
should have known that borrowers already had insurance), available at http://ftc.gov/os/2003/11/0323014comp.pdf; 
see also Ocwen Federal Bank FSB, OTS Docket No. 04592 (April 19, 2004) (requiring the bank to take reasonable 
actions to determine whether appropriate hazard insurance is already in place before it obtained force-placed 
insurance, available at http://files.ots.treas.gov/93606.pdf. 
95 See Assurant Specialty Property, Lender-Placed Insurance (Assurant Specialty Property), available at 
http://newsroom.assurant.com/releasedetail.cfm?ReleaseID=645046&ReleaseType=Featured%20News. 
According to Assurant, approximately 13 percent of the loans it monitors are identified as loans with a potential 
lapse in insurance, but approximately only 2 percent of that group of loans gets force-placed insurance because 
Assurant uses an advance notification process that resolves most of the lapses with the borrower renewing or 
replacing coverage on their own. 
96 See, e.g., Letter from the Financial Services Roundtable re: Outline of Proposals Under Consideration and 
Alternatives Considered in connection with the Small Business Review Panel  for Mortgage Servicing Rulemaking 
to Peter Carroll, Consumer Financial Protection Bureau (May 31, 2012), at 5.  See also Small Business Review 
Panel Report at 21-22. 



79 
 

 The Bureau also believes that obtaining force-placed insurance when servicers arguably 
knew or should have known that the borrower already had insurance is problematic for 
individual borrowers, particularly borrowers experiencing financial hardship.  Force-placed 
insurance is generally substantially more expensive than hazard insurance a borrower could 
purchase.97  It also generally provides less protection against loss than insurance that a borrower 
could purchase.98  Consumer advocates have asserted that the higher cost of force-placed 
insurance could drive borrowers into default.99  According to Fannie Mae, “[force-placed 
insurance] should only be issued after the servicer has exhausted all means to keep the 
borrower’s insurance policy in force.”100  The Bureau also notes that it finds problematic the 
incentives that have reportedly influenced some servicers’ decision to obtain force-placed 
insurance, such as the receipt of commissions or reinsurance fees by servicers and their insurance 
affiliates on the force-placed insurance policies they obtain,101 or that a servicer or an affiliate of 
the servicer may have an ownership interest in an insurance company that writes force-placed 
insurance.102  For similar reasons, the Bureau is proposing to require that servicers continue 
paying for a borrower’s hazard insurance when practicable if the borrower has escrowed for 
hazard insurance, as discussed previously in the Bureau’s discussion of proposed 
§ 1024.17(k)(5). 

 The statutory definition in RESPA section 6(k)(2), discussed previously, may convey that 
“force-placed insurance” used in RESPA section 6(k)-(m) is limited to hazard insurance obtained 
when the borrower has in fact failed to maintain or renew hazard insurance.  Based on its review 
of issues concerning force-placed insurance discussed above, the Bureau has concluded that 
defining force-placed insurance broadly is appropriate to carry out the consumer protection 
purposes of the new Dodd-Frank requirements on force-placed insurance. 

 As discussed previously in the Bureau’s discussion of proposed § 1024.30, the Bureau’s 
proposed subpart C would maintain Regulation X’s current exclusion for all open-end lines of 
credit (home-equity plans) from the servicer requirements of Regulation X.  Although virtually 
all mortgage loan contracts require borrowers to maintain hazard insurance during the term of the 

                                                 
97 See Assurant Specialty Property (estimating that the force-placed insurance Assurant writes costs, on average, 1.5 
to 2 times more than the prior hazard insurance purchased by the borrower.), available at 
http://newsroom.assurant.com/releasedetail.cfm?ReleaseID=645046&ReleaseType=Featured%20News  
98 See id. (“Lender-placed insurance provides coverage for the structural property. It typically does not extend to 
liability coverage or a homeowner's personal contents, as the lender has no collateral interest in these items”).  In 
contrast, a homeowner’s policy offers a much broader scope of coverage.  In addition to insuring the homeowner’s 
personal contents against loss, it also pays a homeowner’s additional living expenses while the home is being 
repaired, and covers a homeowner’s personal liability for injuries to other people or their property while they are on 
the property.   
99 See The National Consumer Law Center and Center and the Center for Economic Justice, The Consumer 
Financial Protection Bureau Should Rein in Mortgage Servicers’ Use of Force-Placed Insurance (May 2012), 
available at http://www.nclc.org/images/pdf/regulatory_reform/ib-force-placed-insurance.pdf.   
100See Fannie Mae March 2012 Servicing Guide Announcement, available at 
https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2012/svc1204.pdf. 
101 See, e.g., Jeff Horowitz, Ties to Insurers Could Land Mortgage Servicers in More Trouble, The American Banker 
(November 10, 2010). 
102 See The Need for National Mortgage Servicing Standards: Hearing Before the Subcomm. on Housing, 
Transportation, and Community Affairs of the Senate Comm. on Banking and Urban Affairs, S. Hrg. 112-139, 112th 
Cong. 125 (2011) (statement of Laurie Goodman).  
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loan, the majority of open-end home-equity plans are subordinate liens.103  The Bureau has 
learned that servicers generally obtain force-placed insurance on behalf of first-lien holders, not 
subordinate-lien holders.  Accordingly, the Bureau believes it is appropriate to maintain the 
exemption in current Regulation X for open-end lines of credit (home-equity plans) from the 
Bureau’s proposed force-placed insurance regulations.  The Bureau understands that the one 
exception to servicers obtaining force-placed insurance for open-end lines of credit (home-equity 
plans) is when flood insurance is required by the FDPA.  As discussed below, however, the 
Bureau is proposing to exempt hazard insurance to protect against flood loss obtained by a 
servicer as required by the FDPA from the Bureau’s proposed definition of force-placed 
insurance.  The Bureau, however, invites comment on whether the Bureau’s proposed force-
placed insurance regulations should be extended cover open-end lines of credit (home-equity 
plans).  

 Legal authority.  As discussed previously, section 1463 of the Dodd-Frank Act amended 
RESPA section 6 by adding a new section 6(k)(2), which sets forth the definition of  “force-
placed insurance” for purposes of RESPA section 6(k)-(m).  The Bureau is proposing to 
implement section 6(k)(2) of RESPA, pursuant to its authority under section 6(j)(3) of RESPA 
by adding new § 1024.37(a)(1) to Regulation X to define “force-placed insurance” to mean 
hazard insurance obtained by a servicer on behalf of the owner or assignee of a mortgage loan on 
a property securing such loan.  Section 6(j)(3) of RESPA authorizes the Bureau to set forth any 
requirements necessary to carry out section 6 of RESPA.  Section 10247.37(a)(1) is additionally 
proposed pursuant to the Bureau’s authority under section 6(k)(1)(E) of RESPA to prescribe 
regulations that are appropriate to carry out the consumer protection purposes of RESPA, and 
under section 19(a) of RESPA to make such rules and regulations, and to make such 
interpretations, as may be necessary to achieve the consumer protection purpose of RESPA.  

37(a)(2) Types of Insurance not Considered Force-Placed Insurance 

Paragraph 37(a)(2)(i) 

 Proposed § 1024.37(a)(2)(i) would exempt hazard insurance to protect against flood loss 
obtained by a servicer as required by the FDPA from the definition of force-placed insurance for 
the purposes of § 1024.37.  The Bureau understands that pursuant to section 102(e) of the FDPA, 
lenders or the servicers acting on the lenders’ behalf must obtain force-placed flood insurance 
under certain circumstances.  The Bureau understands that the circumstances are as follows: (1) 
the lender determines at any time during the life of the loan that the property securing the loan is 
located in a Special Flood Hazard Area (SFHA); (2) flood insurance under the “Act” (referring 
to both the National Flood Insurance Act of 1968 and the FDPA, as revised by the National 
Flood Insurance Reform Act of 1994) is available; (3) the lender determines that flood insurance 
coverage is inadequate or does not exist; and (4) after required notice, the borrower fails to buy 
the appropriate amount of coverage within 45 days.104  

                                                 
103 Donghoon Lee et al., A New Look at Second Liens, n.5 (February 2012). 
104 76 FR 64175, 64181 (October 17, 2011) (addressing the requirement for the force placement of flood insurance 
the under the Act).     
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Since servicers are already subject to regulations when obtaining force-placed flood insurance as 
required by the FDPA,105 the Bureau proposes to exempt hazard insurance to protect against 
flood loss obtained by a servicer as required by the FDPA from the definition of force-placed 
insurance for purposes of proposed § 1024.37. 

 As discussed previously, to implement Dodd-Frank Act section 1463, the Bureau’s 
proposed definition of “hazard insurance” would include hazard insurance to protect against 
flood loss.  Additionally, the Bureau has proposed to define “force-placed insurance” as a type of 
“hazard insurance” to implement RESPA section 6(k)(2).  If the Bureau does not propose an 
exemption for hazard insurance to protect against flood loss obtained by a servicer as required by 
the FPDA, such insurance would be considered “force-placed insurance” under the definition of 
“force-placed insurance” set forth in proposed § 1024.37(a)(1).  In turn, servicers who obtain 
force-placed flood insurance as required by the FDPA would be subject to the Bureau’s proposed 
§ 1024.37 as well if the Bureau does not propose the exemption.  Without the Bureau’s proposed 
exemption, the Bureau believes the result would be the creation of overlapping servicer 
obligations.  For example, section 6(l) of RESPA, discussed in greater detail below, requires a 
servicer to provide a borrower with two written notices over a 45-day notice period before 
charging the borrower for force-placed insurance.  The FDPA also provides a 45-day notice 
period, but only one notice is required.  Additionally, the FPDA was recently amended to require 
the lender or servicer to terminate force-placed flood insurance and refund to the borrower all 
force-placed flood insurance premiums and related fees paid by the borrower during any period 
when the borrower had insurance coverage in force within 30 days of receiving confirmation of a 
borrower’s existing flood insurance coverage.106  In contrast, section 6 of RESPA, as amended 
by Dodd-Frank Act section 1463, requires a servicer to cancel force-placed insurance and refund 
any premium and fees paid during the period of overlapping coverage within 15 days of 
receiving confirmation of a borrower’s existing hazard insurance coverage.  

 The requirements set forth in Dodd-Frank Act section 1463 with respect to servicers’ 
purchase of force-placed insurance represent the establishment of new consumer protections 
where protection did not exist before.  The FDPA, however, has established a separate consumer 
protection paradigm to protect consumers when servicers are required by the FDPA to obtain 
force-placed flood insurance.  As discussed above, the FDPA requires advance notice to 
consumers, and provides consumers with 45 days to provide evidence of flood insurance.  Also 
as discussed above, the FDPA now contains termination and refund provisions with respect to 
force-placed flood insurance obtained by servicers as required by the FDPA.   Accordingly, the 
Bureau believes it is consistent with the consumer protection purposes of RESPA to exempt 
hazard insurance to protect against flood loss obtained by a servicer as required by the FPDA 
from the Bureau’s proposed definition of “force-placed insurance.”  For similar reasons, the 
Bureau proposes to exempt charges authorized by the FDPA from the proposed requirement that 
charges related to force-placed insurance (other than charges subject to State regulation as the 
business of insurance) must be bona fide and reasonable for purposes of proposed § 1024.37(h), 
discussed below.   

                                                 
105 See 61 FR 45684 (August 29, 1996) (announcing the regulations originally adopted by the Board, the OCC, the 
FDIC, the FCA, NCUA, and the Office of Thrift Supervision (OTS) with respect to requirements for lenders and 
servicers when purchasing force-placed insurance for loans secured by properties located in SHFAs).   
106 Moving Ahead for Progress in the 21st Century Act of 2012, PL 112-141, 126 Stat 405 (2012) 
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 The Bureau notes that the proposed exemption would only apply to servicers that obtain 
hazard insurance to protect against flood loss as required by the FDPA.  The Bureau understands 
that the FDPA does not currently apply to a mortgaged property that is not located in a SFHA.107  
The Bureau further understands that the FDPA does not currently apply to mortgage loans made 
by and kept in the portfolio of a private mortgage lender.108  The Bureau’s proposed § 1024.37 
would apply in situations where the FDPA does not apply.  The Bureau, however, recognizes 
that operational complexity may be introduced if a servicer had to continuously monitor its 
servicing portfolio to identify when it is required to comply with the FDPA and when it is 
required to comply with proposed § 1024.37.  As discussed above, the Bureau invites comment 
on whether the Bureau’s definition of “hazard insurance” should exclude hazard insurance to 
protect against flood loss.  An alternative to excluding hazard insurance to protect against flood 
loss from the definition of “hazard insurance” is to exclude hazard insurance to protect against 
flood loss obtained by a servicer from the definition of “force-placed insurance.”  The Bureau 
also seeks comment on this alternative.  The Bureau recognizes that another possible alternative 
exists, and it is to harmonize the force-placed insurance requirements set forth in Dodd-Frank 
Act section 1463 with the FDPA.  Accordingly, the Bureau invites comments on how the force-
placed insurance requirements set forth in Dodd-Frank Act section 1463 could be harmonized 
with the FDPA.  

 Legal authority.  The Bureau proposes to exempt hazard insurance to protect against 
flood loss obtained by a servicer as required by the FDPA from the definition of force-placed 
insurance for purposes of proposed § 1024.37 by adding new § 1024.37(a)(2)(i), pursuant to its 
authority under section 19(a) of RESPA.  Section 19(a) of RESPA provides the Bureau with 
authority to prescribe such rules and regulations, to make such interpretations, and to grant such 
reasonable exemptions for classes of transactions as may be necessary to achieve the purposes of 
RESPA.  As previously discussed, the FDPA has established a separate consumer protection 
paradigm to protect consumers when servicers are required by the FDPA to obtain force-placed 
flood insurance.  Furthermore, for reasons discussed above, the exemption will reduce regulatory 
burden. 

Paragraph 37(a)(2)(ii) 

 Proposed § 1024.37(a)(2)(ii) provides that hazard insurance obtained by a borrower but 
renewed by the borrower’s servicer as required by § 1024.17(k)(1), (k)(2), or (k)(5) is not force-
placed insurance for purposes of § 1024.37.  A servicer that complies with § 1024.17(k)(1), 
(k)(2) or proposed § 1024.17(k)(5) would be continuing the borrower’s hazard insurance.  
Paragraph 37(a)(2)(iii) 

 Proposed § 1024.37(a)(2)(iii) provides that hazard insurance renewed by the servicer at 
its discretion if the servicer is not required to renew the borrower’s hazard insurance as required 
by § 1024.17(k)(1), (k)(2), or (k)(5) is not force-placed insurance for purposes of § 1024.37.  The 
Bureau believes that proposed § 1024.37(a)(2)(iii) would provide an incentive for servicers to 
work with non-escrowed borrowers to renew hazard insurance obtained by these borrowers.   

                                                 
107 Federal Emergency Management Administration, Mandatory Purchase of Flood Insurance Guidelines (2007), at 
40 (explaining that a lender or servicer has statutory authority to purchase flood insurance for a property and charge 
the premium to the borrower if the property is in a SFHA). 
108 Id. at 23. 
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 Legal authority.  The Bureau proposes to add new § 1024.37(a)(2)(ii)-(iii) pursuant to its 
authority under section 6(j)(3) of RESPA, which authorizes the Bureau to establish any 
requirements necessary to carry out the purposes of section 6 of RESPA.  As discussed 
previously, the Bureau is proposing to define “force-placed insurance” as hazard insurance 
obtained by a servicer on behalf of the owner or assignee of a mortgage loan on a property 
securing such loan in proposed § 1024.37(a)(1).  The Bureau believes it is necessary and 
appropriate to clarify that the term does not apply to hazard insurance obtained by a borrower 
and renewed by a borrower’s servicer.  It will reduce regulatory burden and may, as discussed 
above, incentivize servicers to work with non-escrowed borrowers to renew the hazard insurance 
obtained by such borrowers.  Section 1024.37(a)(2)(ii)-(iii) is additionally proposed pursuant to 
the Bureau’s authority under section 6(k)(1)(E) of RESPA to prescribe regulations that are 
appropriate to carry out the consumer protection purposes of RESPA, and under section 19(a) of 
RESPA to prescribe such rules and regulations, to make such interpretations as may be necessary 
to achieve the purposes of RESPA.   

37(b) Basis for Obtaining Force-Placed Insurance 

 The Bureau is proposing a new § 1024.37(b) to implement new section 6(k)(1)(A) of 
RESPA, added by section 1463 of the Dodd-Frank Act, which requires a servicer to have a 
reasonable basis to believe that the borrower has failed to comply with the loan contract’s 
requirement to maintain property insurance before obtaining force-placed insurance.  Proposed 
§ 1024.37(b) sets forth that a servicer may not obtain force-placed insurance unless the servicer 
has a reasonable basis to believe that the borrower has failed to comply with the mortgage loan 
contract’s requirement to maintain hazard insurance.   

 Proposed comment 37(b)-1 provides examples of “reasonable basis” for borrowers with 
escrow.  The comment clarifies that a servicer has a reasonable basis to believe that a borrower 
with an escrow account established for hazard insurance has failed to maintain hazard insurance 
if, for example, by a reasonable time leading up to the expiration date of the borrower’s hazard 
insurance (e.g., 30 days before the expiration date), the servicer has not received a renewal bill.  
It also sets forth that the receipt by a servicer of a notice of cancellation or non-renewal from the 
borrower’s insurance company before payment is due for the borrower’s hazard insurance 
provides a servicer with a reasonable basis to believe that the borrower has failed to maintain 
hazard insurance. 

 Proposed comment 37(b)-2 provides an example of “reasonable basis” for borrowers 
without escrow.  The comment provides that a servicer has a reasonable basis to believe a 
borrower without an escrow account established for hazard insurance has failed to maintain 
hazard insurance if, for example, a servicer receives a notice of cancellation or non-renewal from 
the borrower’s insurance company.  

 The Bureau believes it is appropriate to distinguish situations where the borrower has 
escrowed for hazard insurance from situations where the borrower has not done so.  For a 
borrower who has escrowed for hazard insurance, a servicer receives a request to pay a 
borrower’s existing hazard insurance before the insurance lapses.  When a borrower has not 
escrowed for hazard insurance, the Bureau understands that a servicer does receive a payment 
request and thus may not learn of the lapse in insurance until the borrower’s coverage has 
expired.  
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 Legal authority.  As discussed above, the Bureau is proposing a new § 1024.37(b) to 
implement new section 6(k)(1)(A) of RESPA. The Bureau proposes to implement section 
6(k)(1)(A) pursuant to its authority under RESPA section 6(j)(3) to establish any requirements 
necessary to carry out the purposes of section 6 of RESPA.  The Bureau has additional authority 
under section 6(k)(1)(E) of RESPA to prescribe regulations that are appropriate to carry out the 
consumer protection purposes of RESPA, and under section 19(a) of RESPA to prescribe such 
rules and regulations, to make such interpretations as may be necessary to achieve the purposes 
of RESPA.   

37(c) Requirements for Charging Borrower Force-Placed Insurance 

37(c)(1) In General 

 Section 1463 of the Dodd-Frank Act amended section 6 of RESPA by setting forth 
certain requirements a servicer must follow before imposing any charge on a borrower for force-
placed insurance with respect to any property securing a mortgage by adding new section 
6(l)(1)(A)-(C) to RESPA.  RESPA section 6(l)(1)(A) requires servicers to use first-class mail to 
send a written notice to the borrower 45 days before charging a borrower for force-placed 
insurance.  RESPA section 6(l)(1)(B) requires servicers to use first-class mail to send a second 
written notice to the borrower at least 30 days after mailing the notice required by RESPA 
section 6(l)(1)(A).  RESPA section 6(l)(1)(C) permits a servicer to charge a borrower for force-
placed insurance at the end of the 45-day notice period only if the servicer has not received any 
demonstration of hazard insurance coverage during the 45-day notice period.  

 Legal authority.  The Bureau proposes to implement RESPA section 6(l)(1)(A)-(C), 
pursuant to its authority under RESPA section 6(j)(3) to establish any requirements necessary to 
carry out section 6 of RESPA by adding new § 1024.37(c)(1) to Regulation X.  The Bureau has 
additional authority under section 6(k)(1)(E) of RESPA to prescribe regulations that are 
appropriate to carry out the consumer protection purposes of RESPA, and under section 19(a) of 
RESPA to prescribe such rules and regulations, to make such interpretations as may be necessary 
to achieve the purposes of RESPA.   

 Proposed § 1024.37(c)(1), in implementing RESPA section 6(l)(1)(A)-(C), states that a 
servicer may not charge a borrower for force-placed insurance unless: (1) The servicer delivers 
to the borrower or places in the mail a written notice with the disclosures set forth in proposed 
§ 1024.37(c)(2) at least 45 days before the premium charge or any fee is assessed; (2) the 
servicer delivers to the borrower or places in the mail a written notice in accordance with 
§ 1024.37(d)(1); and (3) during the 45-day notice period, the servicer has not received 
verification that the borrower has hazard insurance in place continuously.  Determining whether 
the borrower has hazard insurance in place continuously shall take account of any grace period 
provided under State or other applicable law. 

 Proposed 1024.37(c)(1) permits a servicer to choose between delivering the written 
notice to the borrower or mailing the written notice required by RESPA section 6(l)(1)(A) and 
6(l)(1)(B).  In some situations, a borrower who receives the written notice via courier may get it 
faster than a borrower who gets the notice in the mail.  The Bureau believes allowing servicers to 
deliver the notice is appropriate to carry out the consumer protection purposes of RESPA.   

 Proposed comment 37(c)(1)-1 clarifies that the 45-day notice period set forth in 
§ 1024.37(c)(1) begins on the day that the servicer delivers or mails the notice to the borrower 
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and expires 45 days later.  The servicer may assess the premium charge and any fees for force-
placed insurance beginning on the 46th day if the servicer has fulfilled the requirements of 
§ 1024.37(c) and (d).  As discussed previously, virtually all mortgage loan contracts provide that 
lenders may charge borrowers for hazard insurance lenders obtain if borrowers fail to maintain 
hazard insurance coverage, and that the obligation to obtain the coverage typically falls on 
servicers.  Accordingly, proposed comment 37(c)(1)-1 clarifies that if not prohibited by State or 
other applicable law, the servicer may retroactively charge a borrower for force-placed insurance 
obtained during the 45-day notice period.   

 The Bureau notes, however, pursuant to proposed § 1024.37(g) discussed below, if a 
servicer receives verification that the borrower had hazard insurance in place during some or all 
of the 45-day notice period, then, if the servicer retroactively charged the borrower for force-
placed insurance during the notice period, the servicer would have to refund the force-placed 
insurance premium charges and related fees paid by the borrower for the period of time during 
the notice period during which the borrower’s hazard insurance was in place.  The servicer 
would also have to remove all force-placed insurance premium charges and related fees from the 
borrower’s account for that period of time. 

 Proposed comment 37(c)(1)(iii)-1 provides examples of borrowers having hazard 
insurance in place continuously.  A borrower’s prior hazard insurance might have expired on 
January 2.  But so long as a borrower’s current hazard insurance takes effect January 3, then the 
borrower has hazard insurance in place continuously.  When there is a grace period, the servicer 
must take the grace period into account when determining whether the borrower has hazard 
insurance in place continuously.  For example, a borrower’s prior hazard insurance might have 
an expiration date of June 1, but a grace period extends the effectiveness of the borrower’s prior 
hazard insurance to June 10.  Accordingly, so long as the borrower obtains hazard insurance, 
effective June 11, then the borrower has hazard insurance in place continuously.   

37(c)(2) Content of notice 

 RESPA section 6(l)(1)(A)(i)-(iv) requires the following disclosures in the notice required 
pursuant to RESPA section 6(l)(1)(A) and (1)(B): (1) A reminder of the borrower’s obligation to 
maintain hazard insurance on the property securing the federally related mortgage; (2) a 
statement that the servicer does not have evidence of insurance coverage of such property; (3) a 
clear and conspicuous statement of the procedures by which the borrower may demonstrate that 
the borrower already has insurance coverage; and (4) a statement that the servicer may obtain 
such coverage at the borrower’s expense if the borrower does not provide such demonstration of 
the borrower’s existing coverage in a timely manner. 

 Additionally, RESPA section 6(l)(2) requires a servicer to accept any reasonable form of 
written confirmation from a borrower of existing force-placed coverage, which “shall include the 
existing insurance policy number along with the identity of, and contact information for the 
insurance company or agent, or as otherwise required by the Bureau of Consumer Financial 
Protection.”  The Bureau believes that it is the servicer’s obligation to verify a borrower’s hazard 
insurance status, and that RESPA section 6(l)(2) means that for purposes of verification, the 
servicer must accept from the borrower information that contains the borrower’s existing  
insurance policy number, and the name, mailing address, and phone number of the borrower’s 
insurance company or the borrower’s insurance agent if the borrower provides the information to 
the servicer in writing.  To implement RESPA section 6(l)(2), the Bureau is requiring a servicer 
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to provide, in the notice required by proposed § 1024.37(c)(1)(i), a statement requesting the 
borrower to promptly provide the servicer with the insurance policy number and the name, 
mailing address and phone number of the borrower’s insurance company or the borrower’s 
insurance agent.  

 Proposed § 1027.37(c)(2) would require servicers to provide, in the notice required by 
proposed § 1024.37(c)(1)(i), the following disclosures: (1) The date of the notice; (2) the 
servicer’s name and mailing address; (3) the borrower’s name and mailing address; (4) a 
statement that requests the borrower to provide hazard insurance information for the borrower’s 
property and identifies the property by its address; (5) a statement that the borrower’s hazard 
insurance is expiring or expired, as applicable, and that the servicer does not have evidence that 
the borrower has hazard insurance coverage past the expiration date.  For a borrower that has 
more than one type of hazard insurance on the property, the servicer must identify the type of 
hazard insurance for which for which the servicer lacks evidence of coverage; (6) a statement 
that hazard insurance is required on the borrower’s property and that the servicer has obtained or 
will obtain, as applicable, insurance at the borrower’s expense; (7) a statement requesting the 
borrower to promptly provide the servicer with the insurance policy number and the name, 
mailing address and phone number of the borrower’s insurance company or the borrower’s 
insurance agent; (8) a description of how the borrower may provide the information requested 
pursuant to § 1024.37(c)(2)(vii).  A servicer that will only accept the requested information in 
writing must disclose that fact in the notice; (9) the cost of the force-placed insurance, stated as 
an annual premium.  If the cost of the force-placed insurance is not known as of the date of the 
disclosure, a good faith estimate shall be disclosed and be identified as such; (10) a statement 
that insurance the servicer obtains may cost significantly more than hazard insurance obtained by 
the borrower and may not provide as much coverage as hazard insurance obtained by the 
borrower; and (11) the servicer’s telephone number for borrower questions.  Proposed § 
1024.37(c)(2) is subject to the general disclosure requirements proposed § 1024.32, including, 
for example, proposed § 1024.32’s clear and conspicuous requirement.  As discussed previously, 
proposed § 1024.32 also permits servicers to combine disclosures required pursuant to subpart C 
of Regulation X with disclosures required by applicable law, including state law. 

 Proposed comment 37(c)(2)(v)-1 explains that if a borrower has purchased a 
homeowner’s insurance policy and a separate hazard insurance policy to insure loss against 
hazards not covered under his or her homeowner’s insurance policy, the servicer must disclose 
whether it is the borrower’s homeowner’s insurance policy or the separate hazard insurance 
policy for which it lacks evidence of coverage to comply with § 1024.37(c)(2)(v).  As discussed 
previously, certain hazards are covered by policies separate from a homeowner’s insurance 
policy.  The Bureau believes that it is important to specify the type of hazard insurance that the 
borrower is required to maintain if the borrower has a hazard insurance policy the borrower uses 
to protect against loss by hazards excluded from his or her homeowner’s insurance policy.  

 As discussed in part III.B, above, the Bureau tested the force-placed insurance 
disclosures required by the Dodd-Frank Act in three rounds of consumer testing.  Participant 
response in consumer testing suggests that knowing about higher cost of force-placed insurance 
could motivate borrowers to act promptly and thus avoid being charged with force-placed 
insurance.  All participants said that they would immediately contact their insurance provider to 
find out whether or not their hazard insurance has expired or purchase new hazard insurance 
because they would not want to pay for the higher cost of force-placed insurance.  Accordingly, 
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in proposed § 1024.37(c)(2)(ix) discussed above, the Bureau is proposing to supplement the 
disclosure requirements of the Dodd-Frank Act by requiring servicers to disclose the cost of the 
force-placed insurance, stated as an annual premium.  If the cost of the force-placed insurance is 
not known as of the date of the disclosure, a good faith estimate shall be disclosed and be 
identified as such.   

 Proposed comment 37(c)(2)(ix)-1 explains that the good faith estimate of the cost of the 
force-placed insurance the servicer may obtain should be consistent with the best information 
reasonably available to the servicer at the time the disclosure is provided.  Differences between 
the amount of the estimated cost disclosed under § 1024.37(c)(2)(ix) and the actual cost do not 
necessarily constitute a lack of good faith, so long as the estimated cost was based on the best 
information reasonably available to the servicer at the time the disclosure was provided.  For 
example, a mortgage investor’s requirements may provide that the amount of coverage for force-
placed insurance depends on the borrower’s delinquency status (the number of days the 
borrower’s mortgage payment is past due).  The amount of coverage affects the cost of force-
placed insurance.  A servicer that provides an estimate of the cost of force-placed insurance 
based on the borrower’s delinquency status at the time the disclosure is made complies with 
§ 1024.37(c)(2)(ix).  The Bureau believes its proposed good faith standard balances the concern 
that some servicers may underestimate the cost of force-placed insurance and mislead borrowers 
into believing the cost of the force-placed insurance to be less than it actually is and the fact that 
the cost may change due to legitimate reasons between the time the disclosure is made and the 
time the borrower is charged.  

 The Bureau is also proposing to supplement the disclosure requirements of the Dodd-
Frank Act with the requirement, discussed above, that servicers disclose to borrowers that 
insurance obtained by the servicer may cost significantly more than hazard insurance obtained by 
the borrower and that such insurance may not provide as much coverage as hazard insurance 
obtained by the borrower.  As discussed previously, the consequences of servicers obtaining 
force-placed insurance may be significant and negative for borrowers.  Accordingly, the Bureau 
believes it is appropriate to inform borrowers about the fact that force-placed insurance may not 
provide as much coverage as insurance borrowers could purchase for themselves, even though 
force-placed insurance may be significantly more expensive. 

 Legal authority.  The Bureau is proposing a new § 1024.37(c)(2) to Regulation X 
pursuant to its authority under section 6(j)(3) of RESPA to implement new section 6(l)(1)(A)(i)-
(iv) and 6(l)(2) of RESPA, added by section 1463 of the Dodd-Frank Act.  Section 6(j)(3) of 
RESPA authorizes the Bureau to establish any requirements necessary to carry out the purposes 
of section 6 of RESPA.  The Bureau has additional authority under section 6(k)(1)(E) of RESPA 
to prescribe regulations that are appropriate to carry out the consumer protection purposes of 
RESPA, and under section 19(a) of RESPA to prescribe such rules and regulations, to make such 
interpretations as may be necessary to achieve the purposes of RESPA.  The disclosures in 
proposed § 1024.37(c)(2) are additionally proposed pursuant to Dodd Frank Act section 1032.  
Consistent with this provision, the Bureau believes that proposed disclosures will ensure that the 
costs, benefits, and risks associated with the service that servicers provide in servicing the loan 
by obtaining force-placed insurance are fully, accurately, and effectively disclosed to borrowers, 
in light of the facts and circumstances.   

37(c)(3) Format 
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 Proposed 1024.37(c)(3) provides the disclosures set forth in § 1024.37(c)(2) must be in a 
format substantially similar to form MS-3(A), set forth in appendix MS-3.  Disclosures made 
pursuant to § 1024.37(c)(2)(vi) and (c)(2)(ix) must be in bold text.  Disclosure made pursuant to 
§ 1024.37(c)(2)(iv) must be in bold text, except that the physical address of the borrower’s 
property may be in regular text.  The Bureau believes the use of highlighting (bold text) to bring 
attention to important information allows borrowers to find the information quickly and 
efficiently.  The Bureau believes it is important that borrowers can promptly identify the purpose 
of the notice.  Additionally, the Bureau believes it is important to bring attention to the cost of 
force-placed insurance so borrowers have a clear understanding of the cost to them of the service 
that servicers provide in obtaining force-placed insurance.  The Bureau further believes it is 
important for borrowers to understand that the servicer’s purchase of force-placed insurance 
arises from the borrower’s obligation to maintain hazard insurance.  Although the notice contains 
additional information that are important, the Bureau believes the usefulness of highlighting in 
focusing a borrower’s attention on important information decreases if highlighting is used 
unsparingly.   

 Legal authority.  As previously discussed, section 6(l)(1) of RESPA requires a servicer to 
provide a borrower with two notices before charging a borrower for force-placed insurance.  The 
Bureau believes that model forms facilitate compliance with the new Dodd-Frank Act 
requirements concerning force-placed insurance disclosures and the Bureau’s proposed 
supplemental disclosures.  To implement section 6(l)(1) of RESPA,  the Bureau is proposing a 
new § 1024.37(c)(3) to Regulation X pursuant to its authority under section 6(j)(3) of RESPA.  
Section 6(j)(3) of RESPA authorizes the Bureau to establish any requirements necessary to carry 
out the purposes of section 6 of RESPA.  The Bureau has additional authority under section 
6(k)(1)(E) of RESPA to prescribe regulations that are appropriate to carry out the consumer 
protection purposes of RESPA, and under section 19(a) of RESPA to prescribe such rules and 
regulations, to make such interpretations as may be necessary to achieve the purposes of RESPA.  
The model form MS-3(A) in appendix MS-3 is additionally proposed pursuant to Dodd-Frank 
Act section 1032(b). 

37(d) Reminder Notice 

37(d)(1) In General 

 As discussed above, section 6(l) of RESPA, as added by section 1463 of the Dodd-Frank 
Act, requires that servicers send two written notices to the borrower prior to charging the 
borrower for force-placed insurance.  Specifically, RESPA section 6(l)(1)(B) requires servicers 
to use first-class mail to send a second written notice to the borrower at least 30 days after 
mailing initial the notice required by RESPA section 6(l)(1)(A).   

 Proposed §1024.37(d)(1) implements section 6(l)(B) of RESPA by providing that  one 
written notice in addition to the written notice required pursuant to § 1024.37(c)(1)(i) must be 
delivered to the borrower or placed in the mail prior to a servicer charging a borrower for force-
placed insurance.  The servicer may not deliver or place the written notice required pursuant to 
§ 1024.37(d)(1) in the mail until 30 days after delivering to the borrower or placing in the mail 
the written notice set forth in § 1024.37(c)(1)(i).  A servicer that receives no insurance 
information after delivering or placing in the mail the written notice set forth in 
§ 1024.37(c)(1)(i) must provide the disclosures set forth in § 1024.37 (d)(2)(i).  A servicer that 
receives insurance information after delivering or placing in the mail the written notice set forth 
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in § 1024.37(c)(1)(i) but does not receive verification that the borrower has hazard insurance 
coverage continuously must provide the disclosures set forth in § 1024.37(c)(1)(ii).   

 Proposed comment 37(d)(1)-1 explains when a servicer is required to deliver or place in 
the mail the written notice pursuant to § 1024.37(d)(1), the content of the reminder notice will be 
different depending on the insurance information the servicer has received from the borrower.  
For example, on June 1, the servicer places in the mail the written notice required pursuant to 
§ 1024.37(c)(1)(i) to Borrower A.  The servicer does not receive any insurance information from 
Borrower A.  The servicer must deliver to Borrower A or place in the mail one written notice, 
with the content set forth in § 1024.37(d)(2)(i), 15 days before the servicer charges Borrower A 
for force-placed insurance.  Take the example above, except that Borrower A provides the 
servicer with insurance information on June 18.  But the servicer cannot verify that Borrower A 
has had continuous insurance coverage based on the information Borrower A provided (e.g., the 
servicer cannot verify that Borrower A had coverage between June 10 and June 15.  The servicer 
must either deliver to Borrower A or place in the mail one reminder notice, with the content set 
forth in § 1024.37(d)(2)(ii), 15 days before charging Borrower A for force-placed insurance it 
obtains for the period between June 10 and June 15.   

 Legal authority.  The Bureau proposes to implement RESPA section 6(l)(1)(B) pursuant 
to its authority under RESPA section 6(j)(3) by adding new § 1024.37(d)(1) to Regulation X.  
Section 6(j)(3) of RESPA authorizes the Bureau to establish any requirements necessary to carry 
out the purposes of section 6 of RESPA.  The Bureau has additional authority under section 
6(k)(1)(E) of RESPA to prescribe regulations that are appropriate to carry out the consumer 
protection purposes of RESPA, and under section 19(a) of RESPA to prescribe such rules and 
regulations, to make such interpretations as may be necessary to achieve the purposes of RESPA.   

37(d)(2) Content of reminder notice 

37(d)(2)(i) Servicer Receiving No Insurance Information 

 Proposed § 1024.37(d)(2)(i) implements RESPA section 6(l)(1)(B).  It provides that a 
servicer that has not received any insurance information from the borrower within 30 days after 
delivering or placing in the mail the notice required pursuant to § 1024.37(c)(1)(i) must provide a 
reminder notice that contains the disclosures forth in § 1024.37(c)(2)(ii) to (c)(2)(xi), the date of 
the notice, and a statement that the notice is the second and final notice.  The Bureau believes 
that the date of the notice and a statement that the notice is the second and final notice helps to 
distinguish the notice from the notice required pursuant to § 1024.37(c)(1)(i).  Because the 
servicer has not received any insurance information, the Bureau believes it is appropriate to 
require the servicer to provide the disclosures set forth in § 1024.37(c)(2)(ii) to (c)(2)(xi).   

 Legal authority.  The Bureau proposes to implement section 6(l)(1)(B) of RESPA by 
adding new § 1024.37(d)(2)(i) pursuant to its authority under section 6(j)(3) of RESPA.  Section 
6(j)(3) of RESPA authorizes the Bureau to establish any requirements necessary to carry out the 
purposes of section 6 of RESPA.  The Bureau has additional authority under section 6(k)(1)(E) 
of RESPA to prescribe regulations that are appropriate to carry out the consumer protection 
purposes of RESPA, and under section 19(a) of RESPA to prescribe such rules and regulations, 
to make such interpretations as may be necessary to achieve the purposes of RESPA.  The 
disclosures in proposed § 1024.37(d)(2)(i) are additionally proposed pursuant to Dodd-Frank Act 
section 1032.  Consistent with this provision, the Bureau believes that proposed disclosures will 
ensure that the costs, benefits, and risks associated with the service that servicers provide in 
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servicing the loan by obtaining force-placed insurance are fully, accurately, and effectively 
disclosed to borrowers, in light of the facts and circumstances.   

 The Bureau notes that proposed § 1024.37(d)(2)(i) is subject to the general disclosure 
requirements proposed § 1024.32, including, for example, proposed § 1024.32’s clear and 
conspicuous requirement.  As discussed previously, proposed § 1024.32 also permits servicers to 
combine disclosures required pursuant to subpart C of Regulation X with disclosures required by 
applicable law, including state law.   

37(d)(2)(ii) Servicer not Receiving Verification of Continuous Coverage  

 Proposed § 1024.37(d)(2)(ii) provides that a servicer that has received insurance 
information from the borrower within 30 days after delivering to the borrower or placing in the 
mail the written notice set forth § 1024.37(c)(1)(i), but not verification that the borrower has 
hazard insurance in place continuously, must deliver or place in the mail a written notice that 
contains the following: (1) The date of the notice; (2) a statement that the notice is the second 
and final notice; (3) the disclosures set forth in § 1024.37(c)(2)(ii), (c)(2)(iii), (c)(2)(iv), and 
(c)(2)(xi); (4) a statement that the servicer has received the hazard insurance information that the 
borrower provided; and (5) a statement that indicates to the borrower that the servicer is unable 
to verify that the borrower has hazard insurance in place continuously; and (6) a statement that 
the borrower will be charged for insurance the servicer obtains for the period of time where the 
servicer is unable to verify hazard insurance coverage unless the borrower provides the servicer 
with hazard insurance information for such period.   

 As discussed previously, new RESPA section 6(l)(1) requirements added by section 1463 
of the Dodd-Frank Act require servicers to provide advance written notice to borrowers 45 days 
before charging a borrower for force-placed insurance.  RESPA section 6(l)(1)(B) provides that 
the notice required pursuant to RESPA section 6(l)(1)(B) must contain all of the information set 
forth in the first written notice.  The Bureau believes that a borrower that provides his or her 
servicer with the information requested after receiving the initial written notice might become 
angry and confused if he or she receives a second notice containing information they previously 
received.  However, if a borrower’s servicer cannot verify that the borrower has hazard insurance 
in place continuously based on the information the borrower provided, the Bureau believes it 
benefits the borrower to receive the reminder notice required pursuant to proposed 
§ 1024.37(d)(1) because it would be useful in helping borrowers avoid force-placed insurance 
charges.  Accordingly, the Bureau is proposing to require servicers to disclose different 
information in the notice required pursuant to proposed § 1024.37(d)(1), as set forth in proposed 
§ 1024.37(d)(2)(i) and (d)(2)(ii). 

 Legal authority.  The Bureau proposes to implement section 6(l)(1)(B) of RESPA by 
adding new § 1024.37(d)(2)(ii) pursuant to its authority under section 6(j)(3) of RESPA.  Section 
6(j)(3) of RESPA authorizes the Bureau to establish any requirements necessary to carry out the 
purposes of section 6 of RESPA.  The Bureau has additional authority under section 6(k)(1)(E) 
of RESPA to prescribe regulations that are appropriate to carry out the consumer protection 
purposes of RESPA, and under section 19(a) of RESPA to prescribe such rules and regulations, 
to make such interpretations as may be necessary to achieve the purposes of RESPA.  The 
disclosures in proposed § 1024.37(d)(2)(ii) are additionally proposed pursuant to Dodd-Frank 
Act section 1032.  Consistent with this provision, the Bureau believes that proposed disclosures 
will ensure that the costs, benefits, and risks associated with the service that servicers provide in 
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servicing the mortgage loan by obtaining force-placed insurance are fully, accurately, and 
effectively disclosed to borrowers, in light of the facts and circumstances.   

 The Bureau notes that proposed § 1024.37(d)(2)(ii) is subject to the general disclosure 
requirements proposed § 1024.32, including, for example, proposed § 1024.32’s clear and 
conspicuous requirement.  As discussed previously, proposed § 1024.32 also permits servicers to 
combine disclosures required pursuant to subpart C of Regulation X with disclosures required by 
applicable law, including state law.   

37(d)(3) Format 

 Proposed § 1024.37(d)(3) provides that the disclosures set forth in paragraph (d)(2)(i) of 
this section must be in a format substantially similar to form MS-3(B), and the disclosures set 
forth in paragraph (d)(2)(ii) of this section must be in a format be substantially similar to form 
MS-3(C).  The model forms are set forth in appendix MS-3.  Disclosures required by 
§ 1024.37(d)(2)(i)(B), (d)(2)(ii)(B), and (d)(2)(ii)(F) of this section must be in bold text.  The 
Bureau discussed the use of highlight (bold text) previously.  It is proposing that disclosures 
required by § 1024.37(d)(2)(i)(B), (d)(2)(ii)(B), and (d)(2)(ii)(F) of this section must be in bold 
text for reasons previously discussed. 

 Legal authority.  As previously discussed, section 6(l)(1) of RESPA requires a servicer to 
provide a borrower with two notices before charging a borrower for force-placed insurance, and 
that the Bureau believes that model forms facilitate compliance with the new Dodd-Frank Act 
requirements concerning force-placed insurance disclosures and the Bureau’s proposed 
supplemental disclosures.  To implement section 6(l)(1) of RESPA,  the Bureau is proposing a 
new § 1024.37(d)(3) to Regulation X pursuant to its authority under section 6(j)(3) of RESPA.  
Section 6(j)(3) of RESPA authorizes the Bureau to establish any requirements necessary to carry 
out the purposes of section 6 of RESPA.  The Bureau has additional authority under section 
6(k)(1)(E) of RESPA to prescribe regulations that are appropriate to carry out the consumer 
protection purposes of RESPA, and under section 19(a) of RESPA to prescribe such rules and 
regulations, to make such interpretations as may be necessary to achieve the purposes of RESPA.    
The forms MS-3(B) and MS-3(C) are additionally proposed under Dodd-Frank Act 
section 1032(b). 

37(d)(4) Updating Notice with Borrower Information 

 Proposed § 1024.37(d)(4) provides that if a servicer receives hazard insurance 
information from a borrower after a written notice required pursuant to § 1024.37(d)(1) has been 
put into production, the servicer is not required to update the notice so long as the notice was put 
into production within a reasonable time prior to the servicer delivering the notice to the 
borrower or placing the notice in the mail.  Proposed comment 37(d)(4)-1 provides that a 
servicer may have to prepare the written notice required pursuant to § 1024.37(d)(1) in advance 
of delivering or placing the notice in the mail.  If the notice has already been put into production, 
the servicer is not required to update the notice with insurance information received from the 
borrower after production has started so long the notice was put into production within a 
reasonable time prior to the servicer delivering or placing the notice in the mail.  The Bureau 
proposes to provide guidance that 5 days prior is a reasonable time.  The Bureau invites 
comment on whether, in certain circumstances, a longer time frame is reasonable. 
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 Legal authority.  The Bureau recognizes that servicers may receive borrower’s hazard 
insurance information after they have put the notices required pursuant to § 1024.37(d)(1) into 
production, and that it may be impracticable for them to stop production to update the notices.  
Accordingly, the Bureau is using its authority under RESPA sections 6(k)(1)(E) to provide a safe 
harbor in proposed § 1024.37(d)(4).  Section 6(k)(1)(E) of RESPA authorizes the Bureau to 
prescribe regulations that are appropriate to carry out the consumer protection purposes of 
RESPA.  The Bureau has additional authority under section 6(j)(3) of RESPA to establish any 
requirements necessary to carry out the purposes of section 6 of RESPA, and under section 19(a) 
of RESPA to prescribe such rules and regulations, to make such interpretations as may be 
necessary to achieve the purposes of RESPA.     

37(e) Renewal or Replacement of Force-Placed Insurance  

37(e)(1) In general 

 Proposed § 1024.37(e)(1) provides that a servicer may not charge a borrower for 
renewing or replacing existing force-placed insurance unless: (1) The servicer delivers or places 
in the mail a written notice to the borrower with the disclosures set forth in § 1024.37(e)(2) at 
least 45 days before the premium charge or any fee is assessed; and (2) during the 45-day notice 
period, the servicer has not received evidence that the borrower has obtained hazard insurance.  
Proposed § 1024.37(e)(1) further provides that notwithstanding § 1024.37(e)(1)(i) and (e)(ii), a 
servicer that has renewed or replaced the existing force-placed insurance during the 45-day 
notice period may charge the borrower for the renewal or replacement promptly after the servicer 
receives verification that hazard insurance obtained by the borrower did not provide the borrower 
with insurance coverage for any period of time following the expiration of the existing force-
placed insurance.   

 Proposed comment 37(e)(1)(iii)-1 illustrates when a servicer may charge a borrower for 
the renewal or replacement of the borrower’s existing force-placed insurance before the end of 
the 45-day notice period.  In the example, on January 2, the servicer sends the notice required by 
§ 1024.37(e)(1).  On January 12, the existing force-placed insurance the servicer had obtained on 
the borrower’s property expires and the servicer replaces the expired force-placed insurance 
policy with a new force-placed insurance policy effective January 13.  On February 5, the 
servicer receives verification that the borrower obtained hazard insurance effective January 31.  
The servicer may charge the borrower for force-placed insurance from January 13 to January 30, 
as early as February 5. 

 Legal authority.  As discussed previously, there does not appear to be an industry 
standard that applies to renewal procedures for force-placed insurance.  Moreover, incentives 
like commissions paid to servicers or their insurance affiliates may cause servicers to prefer 
renewing or replacing existing force-placed insurance coverage over providing borrowers with 
an opportunity to obtain hazard insurance.  The Bureau’s proposal could help a borrower avoid 
incurring the cost to the borrower associated his or her servicer renewing or replacing existing 
force-placed insurance because the proposal provides for advance notice that allows a borrower 
the time the borrower may need to buy hazard insurance before being charged for the cost of 
force-placed insurance.  The Bureau proposes to add new § 1024.37(e)(1) pursuant to its 
authority under RESPA section 6(k)(1)(E), which authorizes the Bureau to prescribe regulations 
that are appropriate to carry out the consumer protection purposes of RESPA.  The Bureau has 
additional authority under section 6(j)(3) of RESPA to establish any requirements necessary to 
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carry out the purposes of section 6 of RESPA, and under section 19(a) of RESPA to prescribe 
such rules and regulations, to make such interpretations as may be necessary to achieve the 
purposes of RESPA.     

37(e)(2) Content of Renewal Notice 

 Except as set forth below, proposed § 1024.37(e)(2) would require servicers to provide 
the disclosures set forth in proposed § 1024.37(c)(2) in the notice required by proposed 
§ 1024.37(e)(1).  The main differences between the disclosures set forth in proposed 
§ 1024.37(c)(2) and proposed § 1024.37(e)(2) is that in proposed § 1024.37(e)(2), servicers must 
provide a statement that: (1) The servicer previously obtained insurance on the borrower’s 
property and assessed the cost of the insurance to the borrower because the servicer did not have 
evidence that the borrower had hazard insurance coverage for the property; and (2) the servicer 
has the right to maintain insurance by renewing or replacing the insurance it previously obtained 
because insurance is required.  The Bureau believes the differences are necessary to distinguish 
the notice required pursuant to § 1024.37(e)(1) from the notice required pursuant to proposed 
§ 1024.37(c)(1).   

Paragraph 37(e)(2)(vii) 

 Proposed § 1024.37(e)(2)(vii) would require a servicer to set forth the cost of the force-
placed insurance, stated as an annual premium.  If the cost of the force-placed insurance is not 
known as of the date of the disclosure, a good faith estimate shall be disclosed and be identified 
as such.  Proposed comment 37(e)(2)(vii)-1 provides that the good faith requirement set forth in 
§ 1024.37(e)(2)(vii) is the same good faith requirement set forth in § 1024.37(c)(2)(ix).   

 Legal authority.  The Bureau proposes to add new § 1024.37(e)(2) to Regulation X 
pursuant to its authority under section 6(k)(1)(E) of RESPA.  Section 6(k)(1)(E) of RESPA 
authorizes the Bureau to prescribe regulations that are appropriate to carry out the consumer 
protection purposes of RESPA.  As discussed above, the Bureau’s proposal to require servicers 
to provide a written notice before charging a borrower for the renewal or replacement of existing 
hazard insurance could help a borrower avoid incurring the cost to the borrower associated his or 
her servicer renewing or replacing existing force-placed insurance.  The Bureau has additional 
authority under section 6(j)(3) of RESPA to establish any requirements necessary to carry out the 
purposes of section 6 of RESPA, and under section 19(a) of RESPA to prescribe such rules and 
regulations, to make such interpretations as may be necessary to achieve the purposes of RESPA.    
The disclosures in proposed § 1024.37(e)(2) are additionally proposed pursuant to Dodd-Frank 
Act section 1032.  Consistent with this provision, the Bureau believes that proposed disclosures 
will ensure that the costs, benefits, and risks associated with the service that servicers provide in 
the loan by obtaining force-placed insurance to renew or replace existing force-placed insurance 
are fully, accurately, and effectively disclosed to borrowers, in light of the facts and 
circumstances.   

 The Bureau notes that proposed § 1024.37(e)(2) is subject to the general disclosure 
requirements proposed § 1024.32, including, for example, proposed § 1024.32’s clear and 
conspicuous requirement.  As discussed previously, proposed § 1024.32 also permits servicers to 
combine disclosures required pursuant to subpart C of Regulation X with disclosures required by 
applicable law, including state law.   

37(e)(3) Format 
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 Proposed § 1024.37(e)(3) provides that the disclosures set forth in § 1024.37(e)(2) must 
be in a format substantially similar to form MS-3(D), set forth in appendix MS-3.  Disclosures 
made pursuant to § 1024.37(e)(2)(vi)(B) and 37(e)(2)(vii) must be in bold text.  Disclosures 
made pursuant to § 1024.37(e)(2)(iv) must be in bold text, except that the physical address of the 
property may be in regular text.  The Bureau discussed the usefulness of highlighting (bold text) 
important information to borrowers previously, and is proposing that disclosures discussed above 
be in bold text for similar reasons.   

 Legal authority.  The Bureau proposes to exercise its authority under RESPA sections 
6(k)(1)(E) add § 1024.37(e)(3) to Regulation X.  As discussed above, the Bureau believes model 
forms facilitate compliance.  Section 6(k)(1)(E) of RESPA authorizes the Bureau to prescribe 
regulations that are appropriate to carry out the consumer protection purposes of RESPA.  The 
Bureau has additional authority under section 6(j)(3) of RESPA to establish any requirements 
necessary to carry out the purposes of section 6 of RESPA, and under section 19(a) of RESPA to 
prescribe such rules and regulations, to make such interpretations as may be necessary to achieve 
the purposes of RESPA.  The model form MS-3(D) is additionally proposed under Dodd-Frank 
Act section 1032(b).   

37(e)(4) Compliance 

 Proposed § 1024.37(e)(4) provides that before the first anniversary of a servicer obtaining 
force-placed insurance on a borrower’s property, the servicer shall deliver to the borrower or 
place in the mail the notice required by § 1024.37(e)(1). Subsequently, a servicer is not required 
to comply with § 1024.37(e)(1) before charging a borrower for renewing or replacing existing 
force-placed insurance more than once every 12 months.   

 The Bureau expects borrowers should be able to retain the notice proposed in proposed 
§ 1024.37(e)(1) over the course of a 12-months period.  Additionally, the Bureau notes that 
because it is proposing to require a servicer to state the annual cost of force-placed insurance, the 
borrower would be informed of the annualized cost of the force-placed insurance.  Accordingly, 
the Bureau does not believe that receiving more than one renewal or replacement notice every 
12-month period would significantly benefit borrowers.  The Bureau solicits comment on 
whether providing the renewal or replacement notice once during a 12-month period adequately 
informs borrowers about the costs, benefits, and risks associated with servicers’ renewal or 
replacement of existing force-placed insurance.   

 Legal authority.  The Bureau proposes to exercise its authority under RESPA sections 
6(k)(1)(E) add § 1024.37(e)(4) to Regulation X.  Section 6(k)(1)(E) of RESPA authorizes the 
Bureau to prescribe regulations that are appropriate to carry out the consumer protection 
purposes of RESPA.  For reasons discussed above, the Bureau does not believe that receiving 
more than one renewal or replacement notice every 12-month period would significantly benefit 
borrowers.  Section 1024.37(e)(4) is additionally proposed under section 6(j)(3) of RESPA to 
establish any requirements necessary to carry out the purposes of section 6 of RESPA, and under 
section 19(a) of RESPA to prescribe such rules and regulations, to make such interpretations as 
may be necessary to achieve the purposes of RESPA.   

37(f) Mailing the Notices 

 RESPA section 6(l)(1), discussed previously, requires servicers to send the notices 
required under RESPA section 6(l)(1)(A) and (B) by first-class mail.  The Bureau proposes to 
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implement RESPA section 6(l)(1) by adding new § 1024.37(f) to Regulation X to provide that if 
a servicer mails a notice required pursuant to § 1024.37(c)(1)(i), (d)(1) and (e)(1) of this section, 
as applicable, the servicer must use a class of mail not less than first-class mail.  Although the 
notice required proposed § 1024.37(e)(1) is not required by statute, the Bureau believes that 
proposing that the same mailing requirements to any notice required pursuant to § 1024.37 
facilitates compliance by promoting consistency.   

 Legal authority.  The Bureau proposes to implement RESPA section 6(l)(1), pursuant to 
its authority under RESPA section 6(j)(3) to establish any requirements necessary to carry out 
section 6 of RESPA by adding new § 1024.37(f) to Regulation X.  Section 1024.37(f) is 
additionally proposed pursuant to the Bureau’s authority under section 6(k)(1)(E) of RESPA to 
prescribe regulations that are appropriate to carry out the consumer protection purposes of 
RESPA, and under section 19(a) of RESPA to prescribe such rules and regulations, to make such 
interpretations as may be necessary to achieve the purposes of RESPA.   

37(g) Cancellation of force-placed insurance 

 Section 1463 amended RESPA by adding new section 6(l)(3) to RESPA.  RESPA section 
6(l)(3) provides that within 15 days of receipt by a servicer of confirmation of a borrower’s 
existing coverage, the servicer must: (1) Terminate the force-placed insurance; and (2) refund to 
the borrower all force-placed insurance premium charges and related fees charged to the 
borrower during any period in which the borrower’s insurance and the force-placed insurance 
were each in effect.   

 Proposed § 1024.37(g) provides that within 15 days of receiving verification that the 
borrower has hazard insurance in place, a servicer must: (1) Cancel force-placed insurance 
obtained for a borrower’s property; and (2) for any period during which the borrower’s hazard 
insurance was in place, refund to the borrower all force-placed insurance premium charges and 
related fees paid by the borrower for such period and remove all force-placed insurance charges 
and related fees from the borrower’s account for such period that the servicer has assessed to the 
borrower.  Proposed comment 37(g)-1 provides an example of how to comply with proposed 
§ 1024.37(g).  Assume that a servicer obtains force-placed insurance, effective January 1, and the 
premium and related charges are paid by the borrower in monthly installments, due on the first of 
each month.  After the borrower paid the April installment, the servicer receives insurance 
information from the borrower, and verifies that the borrower had obtained hazard insurance and 
that the insurance had been in place since March 15.  To comply with § 1024.37(g), within 15 
days of receiving such verification, the servicer must: (1) Cancel the force-placed insurance; (2) 
provide a refund for force-placed insurance premium charges and related fees paid by the 
borrower for the period between March 15 and April 30; and (3) remove from the borrower’s 
account any force-placed insurance premium charges and related fees for the period after March 
15 that the servicer has assessed to the borrower but the borrower has not yet paid. 

 Legal authority.  The Bureau proposes to implement RESPA section 6(l)(3), pursuant to 
its authority under RESPA section 6(j)(3) to establish any requirements necessary to carry out 
section 6 of RESPA by adding new § 1024.37(g) to Regulation X.  Section 1024.37(g) is 
additionally proposed pursuant to the Bureau’s authority under section 6(k)(1)(E) of RESPA to 
prescribe regulations that are appropriate to carry out the consumer protection purposes of 
RESPA, and under section 19(a) of RESPA to prescribe such rules and regulations, to make such 
interpretations as may be necessary to achieve the purposes of RESPA.   
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37(h) Limitation on Force-Placed Insurance Charges 

 Section 1463 of the Dodd-Frank Act amended RESPA section 6 by adding new section 
6(m) to RESPA to require that all charges, apart from charges subject to State regulation as the 
business of insurance, related to force-placed insurance imposed on the borrower by or through 
the servicer must be bona fide and reasonable.  

 Proposed § 1024.37(h)(1) provides that except for charges subject to State regulation as 
the business of insurance and charges authorized by the FDPA, all charges related to force-
placed insurance assessed to a borrower by or through the servicer must be bona fide and 
reasonable.  Proposed § 1024.37(h)(2) provides that that a bona fide and reasonable charge is a 
charge for a service actually performed that bears a reasonable relationship to the servicer’s cost 
of providing the service, and is not otherwise prohibited by applicable law. 

 As previously discussed, RESPA section 6(m) provides that charges subject to State 
regulation as the business of insurance are not subject to RESPA 6(m)’s “bona fide and 
reasonable” requirement.  Furthermore, the Bureau believes it is important to clarify that 
proposed § 1024.37(h) does not regulate charges authorized by the FDPA.  As discussed 
previously in the discussion of proposed § 1024.37(a)(2)(i), certain servicers are required by the 
FDPA to obtain force-placed flood insurance.  The FDPA provides that notwithstanding any 
Federal or State law, any servicer for a loan “secured by improved real estate or a mobile home” 
may charge a reasonable fee for determining whether the building or mobile home securing the 
loan is located or will be located in a SFHA.  See 42 U.S.C. 4012a(h).  As discussed previously, 
the Bureau is concerned about issuing regulations that would overlap with regulations issued 
pursuant to the FDPA.  Accordingly, the Bureau proposes to use its exemption authority pursuant 
to RESPA section 19(a) to exempt charges authorized by the FDPA from proposed § 1024.37(h).   

 Also as previously discussed, force-placed insurance is substantially more expensive than 
hazard insurance a borrower could obtain for himself and some servicers may be incentivized to 
obtain force-placed insurance even though helping a borrower to renew hazard insurance 
obtained by the borrower when practicable is better for the borrower and the owners and 
assignees of mortgage loans.  The Bureau believes it is important to ensure that these servicers 
do not try to inflate the already-high cost of force-placed insurance by assessing charges to 
borrowers that are not for services actually performed, do not bear a reasonable relationship to 
the servicer’s cost of providing the service, and is prohibited by applicable law.  Accordingly, the 
Bureau believes its proposed definition of bona fide and reasonable charge, discussed above, is 
appropriate.   

 Legal authority.  The Bureau proposes to implement RESPA section 6(m), pursuant to its 
authority under RESPA section 6(j)(3), to establish any requirements necessary to carry out 
section 6 of RESPA by adding § 1024.37(h) to Regulation X.  Section 1024.37(h) is additionally 
proposed pursuant to the Bureau’s authority under section 6(k)(1)(E) of RESPA to prescribe 
regulations that are appropriate to carry out the consumer protection purposes of RESPA, and 
under section 19(a) of RESPA to prescribe such rules and regulations, to make such 
interpretations, and to grant such reasonable exemptions, as may be necessary to achieve the 
purposes of RESPA.   

37(i) Relationship to Flood Disaster Protection Act of 1973 



97 
 

 Section 1463 of the Dodd-Frank Act amended RESPA section 6 to add new section 
6(l)(4) to provide that the new Dodd-Frank Act requirements concerning force-placed insurance 
do not prohibit servicers from sending a simultaneous or concurrent notice of a lack of flood 
insurance pursuant to section 102(e) of the FDPA.  Proposed § 1024.37(i) provides that if 
permitted by regulation under section 102(e) of the Flood Disaster Protection Act of 1973, a 
servicer subject to the requirements of § 1024.37 may deliver to the borrower or place in the mail 
any notice required by § 1024.37 together with the notice required by section 102(e) of the Flood 
Disaster Protection Act of 1973.  

 Legal authority.  The Bureau proposes to implement RESPA section 6(l)(4), pursuant to 
its authority under RESPA section 6(j)(3) to establish any requirements necessary to carry out 
section 6 of RESPA by adding § 1024.37(i) to Regulation X.  Section 1024.37(i) is additionally 
proposed pursuant to the Bureau’s authority under section 6(k)(1)(E) of RESPA to prescribe 
regulations that are appropriate to carry out the consumer protection purposes of RESPA, and 
under section 19(a) of RESPA to prescribe such rules and regulations, to make such 
interpretations, and to grant such reasonable exemptions, as may be necessary to achieve the 
purposes of RESPA.   

Section 1024.38 Reasonable Information Management Policies and Procedures 

 Background.  A servicer’s obligation to maintain accurate and timely information 
regarding a mortgage loan account is one of the most basic servicer duties.  A servicer cannot 
comply with its myriad obligations to investors and under applicable law, unless it maintains 
accurate information regarding a mortgage loan account, including accurate and timely 
information with respect to borrower payments.  Notwithstanding these obligations, recent 
evaluations of mortgage servicer practices have indicated that borrowers have been harmed as a 
result of servicer’s lacking adequate practices to provide servicer personnel with appropriate 
borrower information.  Federal regulatory agencies reviewing mortgage servicing practices have 
found that certain servicers demonstrated “significant weaknesses in risk-management, quality 
control, audit, and compliance practices.”109 

 Further, and as discussed in detail above, major servicers demonstrated failures to 
document and verify, in accordance with applicable law, information relating to borrower 
mortgage loan accounts in connection with foreclosure proceedings.110  Examinations by 
prudential regulators found “critical deficiencies in foreclosure governance processes, document 
preparation processes, and oversight and monitoring of third parties . . . [a]ll servicers 
[examined] exhibited similar deficiencies, although the number, nature, and severity of 
deficiencies varied by servicer.”111 

38(a) In General 

                                                 
109 Problems in Mortgage Servicing From Modification to Foreclosure: Hearings Before the Senate Comm. on 
Banking, Housing and Urban Affairs, S. Hrg. 111-987, 111th Cong. 360 (2010) (statement of Daniel K. Tarullo, 
Board of Governors, Federal Reserve System), available at 
http://www.federalreserve.gov/newsevents/testimony/tarullo20101201a.htm. 
110 The National Mortgage Settlement is available at http://www.nationalmortgagesettlement.com/. 
111 Failure to Recover: The State of Housing Markets, Mortgage Servicing Practices and Foreclosures: Hearings 
Before the House Committee on Oversight and Government Reform, No. 112-134, 112th Cong. 17 (2012) (statement 
of Morris Morgan, Office of the Comptroller of the Currency), available at http://www.occ.gov/news-
issuances/congressional-testimony/2012/pub-test-2012-47-written.pdf. 
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