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CFPB’s New Force-Placed Insurance Procedures 

 
The Dodd-Frank Act amended Section 6 of the Real Estate Settlement Procedures Act of 
1974 (“RESPA”) to provide that a servicer of a federally related mortgage loan cannot obtain 
force-placed hazard insurance unless there is a reasonable basis to believe that the 
borrower failed to maintain insurance in accordance with the requirements of the loan 
documents.  The RESPA amendment also required various additional changes, including a 
new 2 letter, 45-day minimum notice period and a 15-day refund period for charges for 
duplicate insurance.  The CFPB was charged with the task of drafting regulations to 
implement the RESPA amendment.  In August, 2012, the CFPB issued proposed regulations 
to implement the RESPA amendment.  The proposed regulations included the RESPA 
mandated changes, as well as additional requirements that went above and beyond the 
strict mandate of the Dodd-Frank Act.  On January 17, 2013, the CFPB released the much 
anticipated final regulations.  The final regulations generally follow the proposed regulations, 
with some adjustments and additional clarification for certain sections.  Below is a 
comprehensive summary of the CFPB’s final regulations for force-placed hazard insurance.1   
 
A. Effective Date 
 January 10, 2014 

 
B. 7 Components: 
 Definition of Force-Placed Insurance/Applicability  
 Reasonable Basis to Force-Place Insurance 
 Notices to Borrower 
 Demonstration of Existing Insurance by Borrower 
 Termination of Force-Placed Insurance  
 Force-Placed Insurance Charges 
 Mandatory Escrow Disbursements 

 
1. Definition of Force Placed Insurance/Applicability 
 The CFPB defined force-placed insurance broadly as “hazard insurance obtained by a 

servicer on behalf of the owner or assignee of a mortgage loan that insures the 
property securing such loan.”2   

 The following are not considered force-placed insurance for purposes of the new 
regulations: 

o Flood Insurance required by the Flood Disaster Protection Act of 1973 (FDPA).  
Flood insurance required by a servicer, but not required by the FDPA, falls 
within the scope of the new regulations.  The regulations allow simultaneous 
or concurrent notices under FDPA. 

o Escrowed Loans - Insurance renewed by a servicer pursuant to RESPA escrow 
regulations (discussed below in Section 7); 

                                                           
1 The force-placed insurance regulations are found in 12 CFR §1024.37, Et seq. 
2 §1024.37(a)(1) 
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o Non-escrowed Loans - Insurance renewed by a servicer, at servicer’s 
discretion, if borrower agrees.3 

 
 The new regulations will be applicable to RESPA regulated loans.  Loans that would 

otherwise be excluded from coverage under RESPA (i.e. loans on property of 25 or 
more acres, business/commercial/agricultural purpose loans, vacant land loans, 
temporary financing (construction) loans, etc.) are not subject to the new force-
placed insurance requirements.  Additionally, the CFPB chose to maintain the 
exclusion of open-end line of credit (HELOC) loans from the new RESPA mortgage 
servicing regulations (including the new force-placed insurance procedures).   

 
2. Reasonable Basis – A servicer must have a reasonable basis to believe that the 

borrower has failed to comply with the loan contract’s requirement to maintain property 
insurance before charging the borrower for force-placed insurance.  The CFPB revised 
this provision in the final regulations to clarify that while the servicer may obtain force-
placed insurance before meeting the requirements of a “reasonable basis to believe,” a 
servicer cannot pass the charge to the borrower until the servicer has diligently acted to 
determine that the borrower has failed to obtain the required insurance. 4  

 
 In the final rules, the CFPB scrapped previously proposed specific examples of what 

will be considered a “reasonable basis to believe” based on escrow account status.  
Instead, the CFPB adopted a new Comment 37(b)-1, which provides that information 
a servicer receives about a borrower’s insurance policy (whether from borrower or 
borrower’s insurance agent or provider) may provide the servicer with a “reasonable 
basis to believe.”  Additionally, the absence of information may also give the servicer 
a “reasonable basis to believe” provided that the servicer acts with reasonable 
diligence by complying with the notice requirements of the regulations, and still does 
not receive the required insurance information.  The CFPB recognized that 
sometimes a servicer may act based on erroneous information received from 
insurance providers.  Whether such a situation will be a violation of the regulations 
will turn on whether the servicer had a reasonable basis to make such a 
determination based on the information the servicer received.    
 

3. Notice to Borrower – A servicer may not impose any charge on a borrower for force-
placed insurance unless the servicer provided 2 written notices (1st class mail or currier 
delivery) to the borrower and did not receive demonstration of hazard insurance 
coverage by the end of the minimum 45-day notice period.  While a servicer cannot 
charge the borrower for the cost of force-placed insurance during the notice period, the 
CFPB clarified that a servicer may purchase the insurance during the notice period.  
Following the notice period, the servicer may charge a borrower for the force-placed 
insurance retroactively to the first day of any period in which the borrower did not have 
the required insurance in place.5 The CFPB adopted the notice requirements with some 
departures from the proposed regulations.  The regulations no longer require a servicer 

                                                           
3 §1024.37(a)(2) 
4 §1024.37(b) 
5 §1024.37(b) & Comment 37(c)(1)(i) 
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to include the cost (or estimated cost) of the force-placed insurance in the first notice, 
but the information must be included in the second notice.  Additionally, the regulations 
now require the cost of the force-placed insurance to be a “reasonable estimate” rather 
than a “good faith estimate”.6  The CFPB permits differences between the estimated 
cost of insurance shown in the notice letter and the actual cost assessed by the servicer 
so long as the estimated cost was “based on the information reasonably available to the 
servicer at the time the disclosure was provided.”7   

 
 1st Written Notice8 The first written notice must contain the following information:  

1) Date of notice; 
2) Servicer’s name and mailing address; 
3) Borrower’s name and mailing address; 
4) Statement that requests borrower to provide hazard insurance for the 

property and identifies the property by its physical address.  This statement 
must be in bold text, except that the property address may be in regular text; 

5) Statement that the borrower’s hazard insurance is expiring or expired and that 
servicer does not have evidence of insurance coverage past the expiration 
date.  If borrower has more than one type of insurance, the notice must also 
specify for which type of insurance the servicer lacks evidence of coverage; 

6) Statement (in bold text) that insurance is required and the servicer has 
obtained/will obtain insurance at the borrower’s expense; 

7) Statement requesting the borrower to promptly provide the servicer insurance 
information; 

8) Description of requested insurance information and how the borrower may 
provide the information, and if applicable, a statement that the requested 
information must be in writing;  

9) Statement (in bold text) that the insurance the servicer has/will purchase: 
1) May cost significantly more than hazard insurance purchased by the 

borrower; and 
2) May not provide as much coverage as hazard insurance purchased by 

the borrower; 
10) Servicer’s telephone number for questions; and 
11) If applicable, a statement advising borrower to review additional information 

provided in the same transmittal.    
 

 2nd Written Notice9 This notice cannot be sent until at least 30 days after the mailing 
(or delivering) to borrower of the first notice.  Additionally, this notice must be mailed 
(or delivered) at least 15 days before a servicer can assess a force-placed insurance 
premium charge or fee on the borrower.  The content of this notice must change 
based on the information or lack of information received by the servicer.   
 

o Option 1:  If servicer receives no insurance information, the reminder notice 
must contain the following information: 

                                                           
6 §1024.37(d)(2)(i)(D)  
7 Comment 37(d)(2)(i)(D)-1 
8 §1024.37(c)(2) 
9 §1024.37(d) 
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1) Date of notice; 
2) Statement (in bold text) that the notice is the second and final notice; 
3) Information found in items 2 through 11 of 1st notice (listed above); 

and 
4) The cost or reasonable estimate of the force-placed insurance (in bold 

text), stated as an annual premium.  If the servicer provides an 
estimate, it must be identified as such.      

 
o Option 2: If a servicer receives insurance information, but is unable to verify 

continuous coverage, the reminder notice must contain the following 
information: 

1) Date of notice; 
2) Information found in items 2 through 4 of 1st notice (listed above); 
3) Statement (in bold text) that the notice is the second and final notice; 
4) The cost or reasonable estimate of the force-placed insurance (in bold 

text), stated as an annual premium.  If the servicer provides an 
estimate, it must be identified as such; 

5) Statement that servicer received hazard insurance information that the 
borrower provided; 

6) That the servicer is unable to verify that the borrower has hazard 
insurance in place continuously;  

7) A statement that borrower will be charged for insurance the servicer 
obtains for the period of time during which the servicer is unable to 
verify borrower’s insurance coverage; 

8) Servicer’s telephone number for borrower inquiries; and 
9) If applicable, a statement advising the borrower to review additional 

information provided in the same transmittal. 
 

Note:  The plain text of the regulation does not require the option 2 notice 
letter to include information that the fore-placed insurance may cost 
significantly more than hazard insurance purchased by the borrower or that it 
may not provide as much coverage as hazard insurance purchased by 
borrower.  However, it appears that the CFPB is requiring this language (in 
bold text) because Model Form 3(C) includes it.    

 
 Updating Notices - If a servicer receives insurance information after the second 

notice has been put into production, the servicer is not required to update the second 
notice with the new information so long as the second notice was put into production 
a reasonable time prior to the servicer mailing the second notice.  In the final 
regulations, the CFPB clarified that 5 days (excluding legal holidays, Saturdays, and 
Sundays) is considered a “reasonable time”.10   
 

 Force Placed Policy Renewal - A servicer may not charge a borrower for renewing or 
replacing existing force-placed insurance unless the servicer provides a 45-day 
written notice to borrower and does not receive evidence of borrower’s insurance 

                                                           
10 §1024.37(d)(5) & Comment 37(d)(4) 
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during the 45-day notice period.  The renewal notice can be sent out in advance of 
the expiration of the current force-placed policy.  If a servicer receives evidence that 
borrower lacked the requisite insurance coverage for some period of time after the 
expiration of the existing force-placed policy (including during notice period), the 
servicer may charge the borrower for the renewed force-place policy for the period of 
time the borrower lacked the requisite insurance.11  
 
o The renewal notice must contain following information12: 

1) Date of notice; 
2) Servicer’s name and mailing address; 
3) Borrower’s name and mailing address; 
4) Statement that requests borrower to update hazard insurance information for 

the borrower’s property and identifies borrower’s property by address; 
5) Statement that servicer previously obtained insurance on 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; 

6) Statement that: 
1) The insurance the servicer obtained previously has expired or is 

expiring; and 
2) Because hazard insurance is required, the servicer has the right to 

maintain insurance on the property by renewing or replacing the 
insurance it previously obtained; 

7) A statement that  
1) The insurance obtained by servicer may cost significantly more than 

borrower obtained hazard insurance;  
2) The insurance may not provide as much coverage; and 
3) The cost of the insurance (as annual premium) or a reasonable 

estimate (identified as such). 
8) Statement that if the borrower obtains hazard insurance, borrower should 

promptly provide the information to the servicer; 
9) Description of the required insurance information and how the borrower may 

provide the information.  If the information is required in writing, the notice 
must indicate that;  

10) Servicer’s phone number for questions; 
11) If applicable, a statement informing borrower to review additional enclosed 

information.   
 

 Additional Information - The final regulations explicitly prohibit servicers from 
including additional information in the required notifications.13  Any additional 
information must be included as a separate document or attachment.   The CFPB 
reasons that including additional information could cause borrower confusion 
regarding the purpose of the notifications and could obscure the important 
information servicers are required to include in the notices.    

                                                           
11 §1024.37(e)(1) 
12 §1024.37(e)(2) 
13 §1024.37(c)(4), §1024.37(d)(4) & §1024.37(e)(4), 
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 Model Forms - CFPB included model forms as part of the new regulations.  The final 

regulations provide that a servicer may use the forms to comply with the 
requirements of the regulations, but the CFPB deleted the proposed language that 
would have required servicers to use forms that are “substantially similar” to the 
model forms.14   Copies of the model forms are attached.     

 
4. Demonstration of Insurance by Borrower – In the final regulations, the CFPB refined and 

clarified the Dodd Frank Act’s requirements for what qualifies as borrower’s 
demonstration of insurance coverage.  The CFPB rejected the idea that any writing 
containing the insurance policy number, name, mailing address and phone number of 
the borrower’s insurance company would constitute proper proof of insurance.  The final 
regulations provide that the evidence of insurance must demonstrate that the borrower 
has continuous insurance coverage that complies with the loan contract’s requirements.  
To show the required coverage, a servicer may require a borrower to provide one of the 
following: a copy of the borrower’s hazard insurance policy declaration page, the 
borrower’s insurance certificate, the borrower’s insurance policy, or other comparable 
forms of written confirmation.  A servicer can reject the provided insurance information if 
it cannot be verified by the borrower’s insurance provider or insurance agent, or if the 
insurance information fails show that the insurance policy meets loan contract 
requirements.15 
 

5. Termination of Force-Placed Insurance – Within 15 calendar days after receipt of 
evidence demonstrating that the borrower has had insurance coverage that complies 
with the loan contract’s requirements to maintain hazard insurance, servicers must: 
 Terminate force-placed insurance coverage; and  
 Return to the borrower all premiums and fees from period of overlapping coverage.16 

 
6. Forced-Placed Insurance Charges 
 All charges must be bona fide and reasonable – which means a charge for services 

actually performed that bears a reasonable relationship to the servicer’s cost of 
providing the service and is not prohibited by applicable law.   

 Rule does not apply to charges subject to state regulation as business of insurance. 
 

7. Escrow Disbursements – Although not required by the Dodd-Frank Act, the CFPB 
promulgated a new regulation mandating escrow disbursements for payment of 
borrower’s hazard insurance policy.  The regulation provides that if a borrower has an 
escrow account for the payment of hazard insurance, a servicer may not purchase force-
placed insurance unless a servicer is unable to disburse funds from the escrow account 
to ensure payment of borrower’s hazard insurance premiums. The obligation to disburse 
escrow funds will be applicable even if the borrower is more than 30 days delinquent on 
the loan.17    

                                                           
14 §1024.37(c)(3), §1024.37(d)(3) & §1024.37(e)(3) 
15 Comment 37(c)(1)(iii) - 2 
16 §1024.37(g) 
17 §1024.17(k)(5)(i) 
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 Inability to Disburse – A servicer is unable to disburse funds if the servicer has a 

reasonable basis to believe that the borrower’s insurance was cancelled (or was not 
renewed) for reasons other than nonpayment of premium or that the property is 
vacant.18 
 

 No inability to Disburse  - Lack of sufficient funds in the escrow account is not an 
“inability to disburse”.  In other words, servicer must advance funds to make 
payment even if borrower’s escrow does not have sufficient funds.19    
 

 Small Servicer Exception – Small servicers20 are exempt from the new escrow 
disbursement requirements.  Small servicers may purchase force-placed insurance 
so long as the cost of the force-placed insurance is less than the amount the small 
servicer would need to disburse from the escrow account.   

 

                                                           
18 §1024.17(k)(5)(ii)(A) 
19 §1024.17(k)(5)(ii)(B) 
20 A servicer that services 5,000 or fewer mortgage loans which are owned or were originated by the servicer or an 
affiliate of the servicer.  §1026.41(e)(4)     


