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1.0 Introduction

1.1 Purpose of Testing

In July 2010, Congress passed the Doeerank Wall Street Reform and Consumer Protection
Act(the DoddFrank Act).Section 1420 of the DoddFrank Act amended the Truth in Lending
Act (TILA) to requiréhat a creditor, assignee or servicer ofanyresidential mortgage loafia
closedend credit tramsaction secured by a dwellingprovide a periodic statement tothe
borrowerfor each billing cycle The DoddFrank Act required theé~ederal Reserve Board and
subsequently the Consumer Fimncial Protection Bureautbe CFPBor Bureau, to prescribe
standard form(s) for the required disclosure, taking into account that the statementsght

be transmitted in writing or electronically.

On January 17, 2013, the CFPB issued amendments to Reafidn Z, TIL& implementing
regulation, to implement the periodic statement requirements and related exemptiohAsThe
CFPB prescribed thresample periodic statementforms,? developedand validatedthrough,
among other thingsthree rounds of consumer tsting.# On October 15, 2013, the CFPB
amendedRegulation Zto create an exemptionfrom the periodic statementrequirement
whenany borroweron a mortgage loans in bankruptcy or has discharged personal liability
for a mortgage loan through bankruptcy.

On November 20, 2014, the CFPB issued a Notice of Proposed Rulemaking (NPRMich
it proposedto revise Regulation & bankruptcy exemptiorfrom providing periodic
statements. The NPRM proposgthat, with certain exceptionsa creditor, assigneeor
servicer would be required to provideperiodic statements to mortgage loan borrowers who
are in bankruptcyor who have discharged personal liability for a mortgage loan through
bankruptcy. Thre NPRMincluded two proposed sampleperiodic statementforms for such
borrowers:one tailoredto borrowers who are debtors in Chapters 7 or 11 of the Bankruptcy
Code(or who have discharge personal liability fora mortgage loan) and one tailoredto
borrowers who are debtors in Chapters 12 or 13 of the Bankruptcy Coéer simplicity, this
report refers to these as theChapter 7and Chapter 13 forms respectively Theproposed
Chapter 7 and Chapter 13 form@initial design,statements, and language were informed by
(and in someaspectswere identical to)the CFPBs existing sample periodic statement

1 The Boards authority to develop standard forms and its responsibility for implementing TILAngEerred to
CFPB on July 2, 2011. SeeDoddFrank Act, secs. 1061(b)(1), 120.

2See78 FR 10695 (Feb. 14, 2013);see alsol12 CFR 1026.41.

3 SeeRegulation Z, Appendix -0(A) through (C).

4 The CFPB published a report summaoy the findings of the consuner testing. ICF Iri, Inc., Summary of
Findings: Design and Testing of Mortgage Servicing Disclosuf@sig. 2012),available at
http://www.regulations.gov/#!documentDetail;D=CFPR2012-0033-0003.

5 See78 FR 62993 (Oct. 13, 2013);see alsol12 CFR 1026.41(8(5).



forms, whichwere developed andtested in 2012. The proposed forms also includedome
modified or new disclosures to account for the borron@rbankruptcy status.In the 2014
NPRM, he CFPBstated that it wouldconduct consumertesting onthe proposedChapter 7
and Chapter 13 formsbefore issuingthe final rule.

Following publication of the NPRMhe CFPB contracted with Fors Msit Group (FMG) to
assistin the development andtesting of bankruptcyspecific periodic statement forns,
including exploring consumerséperceptionsand comprehensionof bankruptcyspecific
disclosures.Bankruptcyspecific forms were tested through three rounds of idepth
cognitiveconsumerinterviews.The first round tested the propose®@hapter 7 and
Chapter 13 forms as well as revisedorms that weremodified in response to public
commentsthe CFPB received on the NPRM. All bktforms were revised between rounds to
address any usability or comprehensivissues that became apparentas well as tofurther
respond topublic commentson the NPRM The testing was designed to ensure thahe
forms used plain language comprehensible to consumers, contained clear format and
design, and effectively communicated information to the consumewhile preservingnost
elements of the existing previouslytested sample periodic statementforms.

1.2 Methodology

FMG conductedb1 one-on-one interviewsacrossthree groups: (1)28 individuals with
Chapter 7 bankruptcy experiencg?) 18 individuals with Chaper 13 bankruptcy experience;
(3) one individual with Chapter 11 bankruptcy experiengand (4) four individuals with no
prior bankruptcyexperience® Each interview lasted approximately 60 minutes and was
based on an interview guide developed collaboratively between FMG &fePB staff. Each
interview began with a series of introductory questions about the particip@experiences
with mortgages and bankruptcyParticipantswho had filed for Chapter 7 bankruptcy were
generally asked to review the Chapter fbrms, while partcipants who had filed for
Chapter13 bankruptcy were asked to review the Chapter 1f®&rms.” Participants were
asked to review theforms just as they would have had they received them in the mail.
During this portion of the interview, the interviewer askgghrticipants to &hink aloudéas
they reviewed the forms and to comment on any information that stood out to them or that
seemed confusing or unclear.

6 One Round 1 Chapter 1®articipant reported filing for bothChapters 7 and 13 with the Chapter 13 filing

being more recentAnotherRound 1 Chapter 13participant initially filed for Chapter 13, buthe case

converted to Chapter 7Both of these ndividuals are counted among those with Chapter 13 experience in the
above totals.

7 In the case that participants had experience with more than one chapter of bankruptcy, preference was given
to their Chapter 13 experienceOne participant who had nevefiled for bankruptcy reviewed the Chapter 7
statements, while the remaininghree participants with no bankruptcy experienceeviewed the Chapter 13
statements.



After participants reviewed thdorms, they were asked a series of questions to measure
their understandng of the content. At the end of each interview, the interviewer consulted
with CFPB and FMG observers to identify any useful folagvquestions.

Interviews took place in three locations: Arlington, Virginidyring the week of May 26,
2015; Fort Lauderdde, Floridg during the week of July 13, 2015and Chicago, Illinois
during the week of August 3, 2015Seventeeninterviews were completedat each location
with a total of 26 participantsreviewing the Chapter 7 forra (0Chapter 7 Participants$) and
25 participants reviewing the Chapter 13 forma (0Chapter 13 Participants). See Table 1 for
a more specific breakdown

Table 1.Numberand types of interviewsat each location.

Arlingtan 9
Fort Lauderdale 10
Chicago 7 10

Participants were recruited via social media, panel lists, and public bankruptcy recards
Potential participants completed a screener, either on the internet or over tpaone, which
gathered general backgrond information regarding their bankruptcy and mortgage
experiences.Preference was given to thoseespondentswho had filed for bankruptcy, who
have or had a mortgage (preferably when they filed for bankruptcy), and who had trouble
making mortgage paymentsvithin the past two years. To increasthe potential sample,
participants meeting one or more, but not all, of the criteria were also includesimong
respondentswho did not meet all screening criteria, neference was given to those who had
bankruptcy exgrience, even if they had not previously liea mortgage As such,

participants were chosen primarily based on their experiences in bankruptcy and mortgages,
and secondarily to ensure demographic variatioklltimately, 47 of 51 participants had filed
for bankruptcy (40 of those individuals had a mortgage when they fil@dand 42 of the 51
participants reportedthat they had had trouble making mortgage payments within the last
two years.

One major limitation of this researchvas that the context in which thes forms were tested
differed meaningfully from the context in which thewere used. Participants were placed in
a hypothetical scenario of having a mortgage while undergoing @esific chapter of
bankruptcy. In some cases s led toconfusionbecause unlike a consumer who is familiar
with the terms of his or her mortgage and how it is treated under the bankruptcy pléh)
participants were inferring informatiorfrom the formabout both the mortgageand their
bankruptcy case (2) not all participants hada mortgage while in bankruptcy(3) not all



participants were delinquent on their mortgages when they filed for bankruptcy; and b}
all participants had bankruptcy experiencdn addition, someparticipants who had
bankruptcy experiencanade their mortgage payments through a trustee while others did
not. Outside of testinghowever, borrowers receivinthese formsmay beaware of the
specifics of their bankruptcy caseand mortgage status.Thus, the results presented are on
form comprehension under a hyothetical situation. This type oflimitation existsin any
similar testing and the results of testingwere interpretedwith this in mind

Five foms were tested at the Arlingtorhocation, andsix formsweretested at each ofthe

Fort Lauderdale and Ch&go locations.Thedocumentswent through an iterative design
process in which theforms wererevisedafter each round; consequently, the composition of
the forms and the resulting interview contenthangedfrom round to round

Forms were tested for commhension, perceived utility, and attitudinal reactions. Copies of

all of the forms tested can be found in Appendices B, andC.

1.3 Forms

The Chapter 7 and Chapter 18rms tested were designed to be given to consumers each
billing cycle, providing irdrmation about their loansEachform was printed on a single,
legalsized page. Among other pieces of information, thierms included:

1 AdBankruptcy Notic&or similar disclosure, consisting of a narrative statement
acknowledging the consumes status asa debtor in bankruptcy or the discharged
nature of the mortgage loan and advising that the periodic statement was being sent
for informational purposes only;

1 A summary of general account information, such as the principal obligation, interest
rate, andwhether there is a prepayment penalty;

1 The amount of and due date for the next payment;
1 A breakdown of current and past payments by principal, interest, escrow, and fees;

1 A description of recent transaction activityncluding payments received and the
itemization of fees and charges;

1 An Important Messages bo%;and

1 Apayment cmuponthat consumers could return with a payment by mail.

8 The Chapter 13 forms tested in Round 1 did not ingile an Important Messages boxAll of theother forms
tested in Rounds 1 through 3 did include an Important Messages box.



The Chapter Aorms also included a listing of recentunpaid periodic payments and a
reference to mortgage counseling assiahce, which would be included for consumers who
are delinguent on their mortgage loansThe Chapter 13forms generally set forth the current
balance of any arrearage that existed on the mortgage loan befdre consumer filed for
bankruptcy (thegpre-petition arrearage), as well as recent payments that reduced the
arrearage.

The information on theforms was organized bygroupingrelated concepts and information
together into boxes, each of which had a short but descriptive heading (e@g¢count
Information6 or cExplanation of Payment Amourd).

1.3.1 Generalized Differenceg\cross Forms

Within each round, the forms varied primarily in the content and presentation of information
about the loar® bankruptcy status, the amount due, and the application of paynts.
Detailed differencesbetweenrounds are described in subsequensections of this report

1.4 Report Structure

This report discusses chronologicallye findings and issues encountered during testing.
Section 2.0 coves Round 1, Section4.0 covers Round 2; and Section6.0 covers Round3.
Section3.0 diagrams the changes between Rounds 1 and 2 while SectibrD diagrams the
changes between Rounds 2 and JFindings for eachaspectof the forms are presented
separately.The discussion of eachiound of testing includesdetailed graphics cataloging the
differencesin the formsspecific to that round

2.0 Round 1

2.1 Forms and Methodology

Round 1was held inArlington Virginia The Chapter 7 forms presented a scenario in which
the consumer was behind on mgage payments. The consumer had made a partial
payment during the prior billing cycle and had been charged a late fee for not making the full
payment by the end of the grace period. The consumer also had been charged a property
inspection fee.

Two Chaper 7 forms were tested: theProposed Fornfrom the NPRM and &urrent Pay
Form (The forms can be found in Appendix)8As shown in the figures in Section 2.2, ajor
differences between the forms included:

1) The presentation and content of th&ankruptcy Ndaices varied. On theProposed
Form, the Bankruptcy Noticewas displayed within a box, whereafié Current Pay



Formdid not have a box. Th€urrent PayFormchanged the order and precise
wording of theinformation in the Bankruptcy Notice

2) The Payment Amont on the Proposed Formnincluded all outstanding amountg.e.,
the regular monthly payment due, alefes, and past unpaid amounts The Payment
Amount on theCurrent PayFormincluded only theamount of theregular monthly
payment and feesdue (but not past unpaid amounts).This reduced Payment Amount
was used primarily to determine whether participants reading this disclosure would
still understand that they were behind on the mortgage and the amount they believe
they should pay.The Current PayForm hadan additional disclaimer under the
Payment Amount at the top of the form, noting that the Payment Amount did not
include any past due amounts

3) The Proposed and Curreny Pay Formsed different language in the disclaimer on
the payment mupon at the bottom of the form.

The Chapter 7 forms presented a scenario in which the consumer was behind on mortgage
payments. The consumer had made a partial payment during the prior billing cycle and had
been charged a late fee for not making the full payment by the enfitbe grace period. The
consumer also had been charged a property inspection fee. As discussed above, the forms
presented the payment amount differently and also differed in the presentation and wording
of the Bankruptcy Notice and disclaimer on the paymenoupon.

Three Chapter 13 forms werencludedin Round 1: theProposed Forma Revised Formand
a Principaland Interest (P&I)Form (See Appendix AAs shown in the figures irBection2.3,
major differences between the forms included:

1) TheBankruptcy Mtice in the Proposed Formhad a box around it, whereas the
Revised Forndid not have a box.

2) TheBankruptcy Noticestatement, the disclaimer in the Payment Amount box, and
the disclaimer on thepaymentcoupon were all worded slightly differently the
Revised Form than they were in the P&l and Proposed Fam

3) The forms referenced the preetition arrearage in different ways, with the Proposed
Form referring to this section asPre-Petition Arrearagéand the Revised Formand
the P&l Formreferring to itas dPre-Bankruptcy Debt (Arrearagé).

The P&I Form was not tested directly but was instead involved in a separate activity. It was
identical to the Revised Form except that it reflected the mortgage loan account information
that would be disclosed on a steement provided to the borrower the following month.

The Chapter 13 forms presented a scenario in which the consumer was behind on mortgage
payments when the consumer filedor bankruptcy.Theforms showed two payments from
the previous month: one to payhe pre-petition arrearage and one to pay the regular

periodic payment due under ptehe t momtigRegndnelnad a1 .



1, Chapter 13 Participantsalso engaged in an activity in which they comparedform
reflecting the account inbrmation as of April 2015 toa second formreflecting the account
information as of May 2015. Participants were asked if they noticed any differences
betweenthe principakinterest breakdown of the payment due on the Ap£015 form with
how that payment vas applied the following month.



2.2 Form Difference Overview: Chapter 7

Form Difference Overview

Mortame satemant

Proposed Form

Current Pay Form

Message format and
contentchanged

Payment Amount changed

Coupon disclaimer content
changed

° Message format and content changed

Jordanand Dana Smith
4700 Jones Drive
Memphis, TN 38109

Account Number 1234567
Payment Date 4/1/2015
Payment Amount $4,339.13

Bankruptcy Notice

Explanation of Payment Amount

Qur records reflect that you are presently a
debtorin an active bankruptcy case or you
previously received a discharge in bankruptcy.
This statement is being sent to you for
informational and compliance purposes only. It
should not be construed as an attemptto collect
a debtagainst you personally.

Principal $386.46
Interest $1,048.07
Escrow (Taxes and Insurance) 523518

Regular Monthly Payment $1,669.71
Total Fees and Charges $410.00
Unpaid past payments 52,259.42

Total Payment Amount $4,339.13

Account Information

Outstanding Principal $264,776.43

Interest Rate (Until October 2015) 4.75%

Prepayment Penalty ves

Account Number 1234567

Jordanand Dana Smith Payment Date 4/1/2015

4700 Jones Drive P A . $2,079.71
Memphis, TN 38109 ayment Amount ,079.

This statement s for information only. We
are not trying to collecta debt against you
personally.

Our records show that you recentlyfiled for
bankruptey or you already have a discharge
Althouzh your legal duty to repay the loan may
be discharged, we still have alien on the
property and the right to foreclose on the
property if the loan is in default

*The Payment Amount does not include any past due
amounts. Those are listed in the Account History section

Explanation of Payment Amount

Principal $386.46
Interest $1,048.07
Escrow (Taxesand Insurance) 523518
Regular Monthly Payment $1,669.71
Total Feesand Charges $410.00
Total Payment Amount $2,079,71

Account Information

Outstanding Principal 5264,776.43
Interest Rate (Until October 2015) 475%
Prepayment Penalty Yes

The Bankruptcy Notice in
the Proposed Form was all
non-bolded and contained
in a box (top), whereas in
the Current PayForm,the
for information only
statement was bolded and
the box was removed
(bottom). Additionallythe
Current Pay Form changed
the order and precise
wording of the information
in the Bankruptcy Notice.



° PaymentAmount changed

Account Number 1234567
Account Number 1234567 Payment Date 4/1/2015
Payment Date 4/1/2015 Payment Amount® $2,079.71

Payment Amount $4,339.13
*The Payment Amount does not include any past due
amounts. Those are listed in the Account History section.

Explanation of Payment Amount

Principal $386.46 Explanation of Payment Amount
Interest 51,048.07
Principal $3B6.46
Escrow (Taxes and Insurance) $235.18 Interest 1 04807
Regular Monthly Payment 51,669.71 nrere $L,
Escrow (Taxes and Insurance) $235.18
Total Fees and Charges $410.00 e ——
~ Regular Monthly Payment $1,669.71
Unpaid past payments $2,259.42 Total F o ch 410,00
Total Payment Amount $4,339.13 otel reesand Lharges 541000 |
Total Payment Amount £2,079,71

ThePayment Amount on the Proposed For(teft) includedall outstanding amounts
while the PaymentAmount on theCurrent Pay Form (rightihcluded only the regular
monthly payment due andees. The Current Pay Form also featured a disclaimer

explaining that the Payment Amount did not include pasnpaid amounts.

°Coupon disclaimer content changed

Springside Mortgage | [ o are currentiy a porty ina Payment Amount
o bankruptcy cose and you choose to Payment Date: 4/1/2015
Springside Mortgage make avoluntary payment, detach and Payment Amount: $4,339.13
P.0.Box 11111 retum bottom remitzance partion with ) T
Los Angeles, CA 30010 your payment. Make any checks payabie ‘Additional Principal s
e Seringside Mortgage. Additional Escrow s

Total Amount Enclosed 5

Springside Mortgage Ifyou filed for bankruptcy and Payment Amount
Soringside Mortgage You choose to make & paymert: Payment Date: 2/1/2015
P.0.Box 11111 Make any checks payable to Payment Amount: $2,079.71
Springside Mortgage.
fos Angeles, CASONO Additional Principal s
Additional Escrow s

Total Amount Enclosed  §

The coupon disclaimer on the Proposed Form was displayed in only one paragrapt
(top), while the Current Pay Form had two paragraphs (bottom). Additionally, the
CurrentPay Fornused different, moreconciselanguage in thecoupon disclaimer.

10



Form Difference

2.3 Form Difference Overview: Chapter 13

Overview

Spingside Mortgare

Proposed Form

Current Pay Form

Payment Amount disclaimer
content changed

Message format and
content changed

Payment coupordisclaimer
content changed

Pre-Petition header and
content changed

e Message format and content changed

Account Number 1234567
Jordan and Dana Smith Post-Petition Payment Date 4/1/2015
4700 Jones Drive 3
Memphis, TN 38109 Post-Petition Payment Amount $1,939.94
Under your bankruptcy plan, the Trustee may be making
pay on your mortgage and other debts. You should
o contact the Trustee or your attorney if you have any
Bankruptcy Notice ions about who is ible for your mortgage
Our records reflect that you are presently a Rayments,
debtor in an active bankruptcy case or you A =
previously received a discharge in bankruptcy. of P
This statement is being sent to you for Principal $501.63
informational and compliance purposes only. It Interest $1,063.31
should not be construed as an attempt to collect Escrow (Taxes and Insurance) $375.00
a debt against you personally. Regular Monthly Payment $1,939.94
Total Fees and Charges $0.00
The information disclosed on the periodic Unpaid post-petition payments $0.00
statement may not reflect payments you have Total Post-Petition Payment Amount $1,939.94
made to the Trustee and may not be consistent
with the Trustee’s records. Please contact the Account Information
Trustee or your attorney if you have any Outstanding Principal $271,043.06
questions regarding this matter. Interest Rate (Until October 2015) 4.75%
Penalty Yes
Jordan and Dana Smith Account Number 1234567
4700 Jones Drive Payment Date 4/1/2015
Memphis, TN 38109
P Payment Amount $1,939.94

This statement is for information only. We
are not trying to collect a debt against you
personally.

Our records show that you recently filed for
bankruptcy or you already have a discharge.
Although your legal duty to repay the loan may be
discharged, we still have a lien on the property and
the right to foreclose on the property if the loan is
in default.

You should know that the information on this
statement may not be up to date. For instance, it
may not show payments you already made to the
Trustee.

If you have any questions about your payments,
contact the Trustee or your attorney.

Your bankruptcy plan may require you to send your mortgage
payments to a Trustee instead of to us. If you have questions
about where to send your payment, contact the Trustee or

your attorney.
" Ton P A
Principal $501.63
Interest $1,063.31
Escrow (Taxes and Insurance) $375.00
Regular Monthly Payment $1,939.94
Total Fees and Charges $0.00
Unpaid payments (not including arrearage) $0.00
Total Payment Amount $1,939.94
Account Information
Outstanding Principal $271,105.88
Interest Rate (Until October 2015) 4.75%
Prepay! Penalty Yes

11

The Bankruptcy Notice in
the Proposed Fornwas
non-boldedand contained
in a box (top), whereas in
the Current Pay Formthe
informational purposes
statement was bolded and
the box was removed
(bottom). Additionally, the
Current Pay Form split the
content into more
paragraphs than the
Proposed Form and
rearranged some of the
content.



° PaymentAmount disclaimer content changed

Account Number 1234567 Account Number 1234567
Post-Petition Payment Date 4/1/2015 Payment Date 4/1/2015
Post-Petition Payment Amount $1,939.94 Payment Amount 51,939_94

Under your bankruptcy plan, the Trustee may be making
payments on your mortgage and other debts. You should
contact the Trustee or your attorney if you have any
questions about who is responsible for your mortgage

Eaxments.

Your bankruptcy plan may require you to send your mortgage
payments to a Trustee instead of to us. If you have questions
about where to send your payment, contact the Trustee or
your attorney.

Thedisclaimers on the Proposed Form (left) and Revised Form (right) both stated
essentially the same information, but they used different wording.

9 Payment coupon disclaimer content changed

Springside Mortgage

Springside Mortgage
P.O.Box 11111
Los Angeles, CA 90010

If your bankruptcy plan requires you to
make your ongoing post-petition
mortgage payments directly to a
bankruptcy Trustee, then do not send
your payment to us. Rather, send your
payment to the Trustee as directed in
your bankruptcy plan.

Payment Amount

Post-Petition
Payment Date:
Post-Petition
Payment Amount:

4/1/2015

$1,939.94

Springside Mortgage

Springside Mortgage
P.O.Box 11111
Los Angeles, CA 90010

Additional Principal S
Additional Escrow $

Total Amount Enclosed $

If your bankruptcy plan requires you to send
your mortgage payments toa Trustee, then
DO NOT send your payment to us. Instead,
send your payment to the Trustee.

Make any checks payable to Springside
Mortgage.

Payment Amount

Payment Date:
Payment Amount:

4/1/2015
$1,939.94

Additional Principal

$
Additional Escrow $
Total A Enclosed  $

The payment coupon disclaimer on the Proposed Form was displayed in only one
paragraph (top), while the Revised Form had two paragraphs (bottom). Additionally,
the Revised Form also informed borrowers how to make checks payable.

° PrePetition header and content changed

Pre-Petition Arrearage Payments Pre-Bankruptcy Debt (Arrearage) I
Paid Last Paid Year Current Balance of urrent Balance of
Month to Date Pre-Petition Arrearage Paid Last Total Paid During || Pre-Bankruptcy Debt
$336.43 [ $1,009.29 $10,093.00 Month Bankruptcy (Arrearage)
$336.43 $2,018.60 $10,093.00

The Proposed FormPetifteroedAtowmeahagedrw
Form referrRBankoupthey oPelet . 6 The Propo
of how much they had paid towards this debt ye#w-date, while the Revised Form
informed users of how much they had paid towards this debt during the entire
bankruptcy case.

12



2.4 ParticipantSExperience with Mortgages and Bankruptcy

As discussed in theMethodology sectiorabove, the vast majority of participants had
experience with having a mortgage while in bankruptcy. In Round 1, df417 participants
reported that they had amortgage when they filed for bankruptcy. Eight of those participants
said that they gave up the house while in (or near) bankruptcy, while six participants kept
their homes tirough the bankruptcy process.

Participants generally expressed positive sentimentowards receiving these forms,
particularly if they were trying to keep thelmomes. Some examples of positive comments
included:

1 d dond know why anybody wouldot want to receive these notices i Chapter 7

1 d would want to know how | could recovelf.| wasri keeping the home, it wouldf
matter.0fi Chapter 7

1 d would rather get this.It would help. | would be able to keepp with it a lot more . .
It would alleviate me calling my trustee a la@ifi Chapter 13

1 orhis would be wonderful. | see somef the things | was trying to avoid with
foreclosure. This would help a ladfi Chapter 13

However, ®me participants had an immediate negative reaction to the forms that could
stem from a distrust or suspicion of mortgage companies and creditors (four peipants
directly mentioned this point). Thiglistrust or suspicionseemed to contribute to some
participants finding that the forms were not consumedriendly. Some marticipants said:

1 d dond trust any mortgage company.ii Chapter 7

1 dNothing tells youthat you filed on a particular day, paid on a particular day. This is
not consumerfriendly. People will not understand thié.i Chapter 13

1 orhe words the banks use [ardpo confusing. The statements are not usdriendly
and they are harassingdfi Chapte 13

2.5 Bankruptcy Notice

Almost all @rticipants in the first round of testingsaid the form was for informational
purposes ratherthan attempting to collect a debtand they could correctly identify that the
borrower was in bankruptcyl-or example, oneChapter 7 Participant saidgThe purpose is to
inform the client about their payments theye received, the amount that is still owed on the
mortgage. It just like a regular mortgage statement they would send you irregardless [sic]
of if you were in baRruptcy or noto Although the majority of participantshought the form
was primarily informationaltwo Chapter 7 Participants and one Chapter 13 Participant did
express some confusion about what the document was dnvhy they would be receiving it.
As oneof the Chapter 7 Participants saidlf this is for information only, then why are they

13



sending you abill that is terrifying?. . .If it® informational, what is the intent? dond get it at
all.b

The Proposed Forms statedt the top that they were dfor informational and compliance
purposes only ©he Chapter 7Current PayForm also statedon the payment couporthat
recipients couldochoose to make a paymenbbut it looked in many respectdike a normal
mortgage statement requesting payment. This c@msed some participants, with some
interpretingthe formto be presenting an account history rather thaas an actual mortgage
statement, while some still viewed it as a request for paymenthe participants who
expressed confusion about this languagsmade comments such as

{1 OThis is organized but still feels likéhere® a lot of confusing information on there.
Starting withd his is for your informational purposes onfiand drhis is a debtdso |
dond understand that part.Language is kind of confusingo me there® alot of
conflicting information6f Chapter 7

1 dThe purpose of the notice] is to tell me if | am in bankruptcy, but thy still
sending me a bill. You shouldinget a bill when yode in bankruptcy. So why am |
still getting a billd i Chgpter 13

1 dIt] seems like there is a double message herénformation only@but theyge also
showing you a payment amount and a choice to pay ifsltonfusing . .this is very
deceptive, | dorii get it.6f Chapter7

Similarly, he phrasedcollect a delt against you personallycaused some confusion, as
few participants said thatthe form looked like it was trying to collect a debt, or that it was
requesting a paymentThese @rticipants made comments such as

1 oMot trying to collect a debt@l thought they were. Maybe the§e saying wée not
associating you withhe debt yet. Obviously the unpaid payments are a det.
A Chapter 7

1 orhe voluntary payment thing, | ddhunderstand6i Chapter 7

A few otherparticipants expressed confusion spefically about the worddpersonallyd
saying:

1 orThere is a debt; | owe the debt; so when they say @eenot trying to collect against
you gersonallyfthat sounds squirmy to medii Chapter 7
9 ddn thrown that theyse not &ollecting a debt against you penallyd & Chapter 7

Three participants mentioned preferringvhen the phrasefi 0T his statement is for information
only. We are not trying to collect a debt against you personaifiwas bolded at the top of
the unboxed disclaimer, as it drew their attentioto the important information that the form
was not a bill of any kind.

14



The forms differed in whethethe Bankruptcy Notice was in a box or unboxeBarticipants
generally preferred seeing th&ankruptcy Noticein a box as opposed to unboxed, witkight
of 11 participants mentioning a preference for the boxs{x of nine Chapter 7 Participants
two of two Chapter 13 Participantdonly two of eight Chapter 13 Participants were asked
about the box specificall}).

TheBankruptcy Notice on theCurrent Pay FornfChapter 7) andRevised Form(Chapter 13)
stated that the mortgagecompany still had a lien on the property and the right forecloseif
the loan was in default. This language wasonsideredharsh or threateningby one Chapter
13 Participant, whosaid, 0\We have the right to foreclos@This is really harsh wording. This
is really kind of strong. | doi like the wording at all. Makes me feel discouragedl

When asked where they should send a payment, Chapter 13 Participants had varying
answers. Four indiated that they would send it tdhe servicer, identified on the form as
Springside Mortgagetwo said that it would depend on whether they had been instructed to
send it to atrustee; and the remaining two responded that they did not know. When asked
whom they would contact if they had questions about where to send their payment, six
participants said they would contacthe servicer,Springside Mortgage, with several
referencing the customer service number provided on the form. The remaining participants
mentioned contacting an attorney or theitrustee.

Part of theBankruptcy Noticedisclaimerled many participantsto indicate that Chapter 13
Revised andP&l Forns werenot trustworthy. Specifically, the sentencedYou should know
that the information on ths statement may not be up to datécaused participants to
express less trust for the formsParticipants said:

1 df it not up to date, then why would they send it to you in the first plade?
{1 OThis is telling me right now that this information might notven be accurate. | did
not get that sense from the other ong

Participants seemed to prefer the softer language on tHéhapter 13Proposed FormoThe
information disclosed on the periodic statement may not reflect payments you have made to
the trustee and may not be consistent with theérustee® recordso This statement clarified

why the form might not be up to date, whicappearedto ease participant®concerns about

the form& accuracy For example, one participant saidThis doesri reflect payments that

the trustee may have received so it might not be consistent with their records. Usually, the
trustee will send you a statement with all of your payments.

2.6 General Account Information

All participants who were asked (15)orrectly identified the inerest rate as 4.75% Similarly,
all participantswho were asked (14)orrectly identified the outstanding principal of the
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mortgage A majority(eight of 14) correctly saidthat they would be charged a prpayment
penalty for paying down their mortgage edy.

2.7 Current Payment Due and Due Date

The termoPayment Daté confused some participants When asked when their next

payment was due, a few participants were unable to determine that the payment was due
on April Bt. Five of 17 participants three of nine Chapter 7 Participantsfwo of eight

Chapter 13 Participants) expressed some confusion or hesitation about the due date
explaining thatthe phrasedPayment Dat@did not explicitly indicate that the payment was
aduedon that date. Some participants wre confused about whetheoPayment Dat®

referred to when the next payment would be due, or when the previous payment was made.
Participants who could not readily identify the Payment Date made comments such as:

9 dt& probably due the first, but | dod think that® clear. It doesidi say ®ue.6Should
say @Payment Due Datd © Chapter 7

1 d dond see a due date. What grabs my attention is the unpaid amourts.
A Chapter7

Some of this confusionmight have stemmed from the fact that the Papent Date
(4/1/ 2015) on the tested form was before the testing date (May 2015), while a mortgage
statement would normally list a due date in the future.

The Chapter 7 Proposed Form listed the payment amount as $4,339.13 (seigure 2.7.1,
Left). This amoun reflected the borrowed regular monthly payment, total fees and charges,
and unpaid past paymentsSeven of nineparticipants responded with this amount when
asked what they were being asked to pay this montBy contrast, theCurrent PayForm

listed only $2,079.71 (see Figure 2.7.1, Rightas the payment amount, reflecting only the
regular monthly payment and the total fees andharges (i.e., unpaid past amounts were not
included in the payment amount on this form). The total amount owe®4(339.13) was
shownonlyin the Account History section of th€urrent PayForm and was not displayed in
either the Payment Amount box or the Explanation of Payment Amount lRexticipants
generally preferred having the full amount owed in the Payment Amount box, lemlout in a
manner similar to the Proposed Form. Four participants expressed confusiegarding
whether the $4,339.13 on the Current PayForm included the $2,079.71 they were being
asked to pay. Providing the full $4,339.13 but stating that $2,259.42 camé&om unpaid

past payments seemed to be the clearest for participanté\s one participant saidgThe
Proposed Form] is easier to understand.nly difference numerically is thexplanation of
payment amount; itadds in the unpaid past payments and makes #t very clear whatyour
regular monthly payment is and what it would haween.6
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Account Number 1234567
Account Number 1234567 Payment Date 4/1/2015
*
Puysiiaiit Dite 4/1/2015 Payment Amount $2,079.71
Payment Amount $4,339.13 *The Payment Amount does not include any past due
amounts. Those are listed in the Account History section.
Explanation of Payment Amount
Principal $386.46 Explanation of Payment Amount
Interest $1,048.07 Principal $386.46
Escrow (Taxes and Insurance) $235.18 Interest $1,048.07
Regular Monthly Payment $1,669.71 Escrow (Taxes and Insurance) $235.18
Total Fees and Charges $410.00 Regular Monthly Payment $1,669.71
Unpaid past payments $2,259.42 Total Fees and Charges $410.00
Total Payment Amount $4,339.13 Total Payment Amount $2,079,71

Figue 2.7.1. Differences in theChapter 7Explanation of Payment Amount Boxes.
Left: Proposed FormExplanation of Payment AmourBoxes.
Right: Current Pay FornExplanation of Payment Amouroxes.

Chapter 7 and Chapter 13 articipants generally were able to explain theomponentsof the
Total Payment Amount when askedwhythe form was asking them 6 paythat amount Most
understood theTotal Fayment Amount consisted of the regular monthly payment, fees and
charges, and(if applicable)any past due amountHowever, some expressed confusion over
exactlyhowthe past dueamount wascalculated, not realizing that adding the Unpaid Past
Payments to the Total Fees and Charges in the Explanation of Payment Amount box would
equal the same amount as adding the Unpaid Balances from 2/2015 and 3/1/ 2015 in

the Account History boxThis limited confusion did nbaffect these participantoverall
understanding of how much they were being asked to pay.

Payment CouponSeveral @rticipants expressed confusion over the ChapterQurrent Pay
Form® paymentcouponwordingthat began, df you filed for bankruptcy ad you choose to
make a payment . 0Because theCurrent PayFormotherwiseindicated that the servicer
was aware ofthe bankruptcy status,these participants were confused by the uncertainty in
the phrasg af you filed for bankruptcyd Some participants requestedthat the languagebe
changedto explicitly state that they filed for bankruptcy and that they have a choice in
whether they make a paymentThe participants who expressed this confusiomade
comments such as

9 dl] just think there should be moranformation. If theyde truly concerned about the
consumer, why doii they include a true and honest statement that say$xou filed
for bankruptcy; you are not obligated to pay. If you choose to keep your house, then
you must pay on time or we can forecée. The payment is voluntary because you
may choose to vacate your house and we will foreclose oidTthis is just stressful,
the message is not clead

1 owWhy did they say@ur records show you have recently filed for bankruptiand then
here they say 6f you filed for bankruptcy . 60bviouslythey know you did file for
bankruptcy6
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However, participants did not express the sanmncernsover the language on the

ProposedFormd s pay ment coupon, even though it also
stating, If you are currently a party in a bankruptcy case 6 Participants responded

favorably to the Proposed For coibssetemnakdae ment t h
voluntary paymentdT he wor d 0 v ol u rhelaconyey that fhe netece wasinott o

asking participants to make a paymentWWhen responding tdhe Proposed Brm,

participants said:

1 oTrheyde willing to accept voluntary payment. Absolutely helpful. If you want to keep
your house then you can make a paymend.

1 orhis is more detailed, says whtheyde sending it to you and says that the payments
are completely voluntaryd

1 d like that it explicitly says that it is a voluntary payment; the first dodstell you
that. If it voluntary, that gives me the indication that | d@nhave to make that
paymento

While mostChapter 13 Participantsunderstood and preferred the language on the
Chapter13 Proposed Form, ne potential exception was for the notice under the Payment
Amount, which directed participants to see their bankruptcy plan for detatbout who is
responsible for making their mortgage payments. Some participants seemed confused
about the trustee making payments on the mortgag&nd other debtsé Participants found
clearerthe Chapter 13Revised Forn® more simple languagethough mostparticipants
generally understood what was being communicated by this statemeort both forms.

2.8 Transaction Activity andPast Payments

Overall,both Chapter 7 and Chapter 13 &ticipants were able to useéhe Transaction
Activity and Past PaymentsBreakdown sectionson the forms to locate information on fees
and past payments.

Chapter 7Participants were able to identifywhether they had been charged feeghe reason
for the fees andthe amount of interest paid yeato-date. Seven of eight Chapter 7
Participants (the ninth was not asked) weralso able to locate and correctly interpret the
partial payment disclaimer, which informed participants that partial payments are not
applied to themortgage balance, but are instead held in a separate suspensecint.

Some participants noted that they would like more informaticabout the suspense account
such ashow much they have to pay to get their partial payments applied to their mortgage
balance, how much is currently in the suspense account, and what wdutappen to that
money if they chose to not make any further payments.

On the Chapter 13 forms, six of eight participants were correctly able to identify that no fees
had been chargedon the Chapter 13 forms, the Explanation of Payment Amount box
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disclosed that zero fees were chargedAll of the Chapter 13articipants were able touse
the Transaction Activity section of the forms tworrectly identify the amounts and dates of
previous payments that had been madeAnd seven of the eight Chapter 13 Patipants
were able to use the Past Payments/Pofetition Paymens Breakdownsection of the form
to correctly answer questions about how much interest had been paid in the year to date.

2.9 Account History [Chapter 7 Only]

All of the Chapter 7 Participantshn Round 1 were able taefer to the Account History box on
the Current Pay and Proposed Forms in orderdaoswer questions about whetheand how
they knewthey were currently behind on their mortgag®&any participants specifically
referenced thedunpaid amountsdinformation providedin the Account History portion of the
forms.

2.10 Mortgage Counseling and Assistand€hapter 7 Only]

All of the Chapter 7 forms tested included language in the Account History ktating, df

You Are Experiencing FinanciBlifficulty: See back for information about mortgage
counseling or assistanca Seven of the Chapter 7 Participants were asked what they would
do if they were having trouble paying their mortgag€ourof them noted the statement on
the form saying that moe informationis provided on the back of the form, whilavo
participants indicated that they would contact the mortgage compa@ycustomer service
department. One participant indicated that he would do both.

2.11 Contact Information for the Mortgage Gopany

All participants were able to find the customer service number and some said that they
would call this number if they needed more information or had any questions, though many
noted that they would also investigate what information was provided omdirManysaid they
would usually call their attorney or trustee, insteadf or as well, to get more information on
the form and their responsibilities.

2.12 PrePetition Arrearage [Chapter 13 Only]

Chapter 13 Participants generally understood that the infimation presented in the Pre
Petition Arrearage box reflected payments that they were making to tn@ount that was
past duewhen they filed for bankruptcyChapter 13 Participantsnvere generally more
comfortable with the Proposed Forf@ technical languagege.qg.,0pre-petition arrearagedand
goost-petition payment) than the Revised Forris plain language (e.g.gore-bankruptcy
debtéand gpayment amount) and expressed a prefenece for this technical languagé

9 One participant without bankruptcy experience did not understand the technical language (barre ar age 0 ) .
However, borrowers receiving this form would be in Chapter 18rkruptcy and likely will have experience with
this technical language, as suggested by these test results.
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2.13 P&l FormActivity[Chapter 13 Only]

The Chapter 13P&I Form was identical to the Revised Form except for one difference. The
RevisedForm showed a principal amount of $501.63 due as part of the paymenihe P&l
Form, which was designed to reflect the following monBihstatement, showed the pncipal
amount paid in the prior month to only be $491.81, resulting in difference of $9.82 (i.e.,
the P&l Formshowed that the borrower had paid less principal than he/she was scheduled
to the prior monthbased on the Revisedrorm). Participants had mixel reactions and
expressed varying levels of conceriVhile one participant understood why thidifference
occurred and expressed no concern, ost participarts did not immediately see the
inconsistencies in the two months. Hwever,most participantsdid note concern over where
these differences were coming from once the moderator pointed it out to thefExamples of
participant responses to the difference included:

1 dI] dont know if | would catch itl might catch it. @ think that it was odd and maybe
wait until the next statemento

1 d would have noticed the difference. Very important because tipeincipal should
keep going down as yoiie payingo

1 ORelates to the Rule of 78. Sometimes you have to pay more interest upfront and
then it declines later . .1 know this is how it worksd

When asked whaen they would contact for an explanation, three participants indicated that
they would contact the mortgage company and two said they would contact their trustee.

3.0 Form Changes: Round 1 to Round 2

3.1 Form Chage Overview

After Round 1, changes were made to the Chapter 7 and Chapter 13 forimages shown
in the figures inSections 3.2 through 3.5are of the Round 2 forms; Round 1 forms can be
found in Appendix A.

As a result of Round 1 findings, some or all tfe text of theBankruptcy Noticewas bolded
on both the Chapter 7 and Chapter 13 forms help participants notice it without being
prompted. The wording of the message on dtirms was also updatedor clarity and
comprehension of some additional infor@tion. The Chapter Turrent PayFormalso
featured an alternative layouiwhere the Bankruptcy Noticestretched across the entire width
of the notice rather than being located irthe left corner.
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The Payment Amount on the ChapterCurrent Payand Chapte 13 Alternate Forns was
termed the dCurrent Payment Amound,consisting of the regular monthly payment plus fees
and charges An additional linewas added to the Explanation of Payment Amount btaxlist
the Current Payment Amount along with the Regulaiokthly Paynent and Total Unpaid
Amounts.This was doneo facilitate testing how participants would respondto being asked
to pay an amount that did not include past due amount$ayment amounts and disclaimers
were removed from alpaymentcouponsso that participants would rely only on themain
portion of the formsto answer the Round 2 interview questions

TheBankruptcy Notice were revisel to some degree on all formsLanguage advising that
the periodic statement was notan attempt to collect a debtagainst you personallgwas
replaced with language stating that it waenot an attempt to impose personal liability on
youdto test whether consumers responeld better to the new languageAdditionally, an
alternative Bankruptcy Noticestating that the formwas required by law was tested to
determine if this improved participantdunderstanding of why they would be receiving the
form.

Finally, the Important Messages box on the Chapter ¥3ternate Formwas revised to
include a narrative explanation of the @-petition arrearage box anda message advising
that the notice might not include all payments sertb a trustee.

The P&IForm was not used in Round 2 because participants engaged in a different activity
involving a different presentation of principal andterest.
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3.2 Chapter 7:Round 2Current PayForm Change<Compared to Round 1
Current Pay Form

Springside Mortgage Mortgage Statement e Message rea"gned
Customer Service: 1-800-555-1234 Statement Date: 3/20/2015 Bank M lianed
IR e TR ankruptcy _essage was realigne:
to stretch horizontally across the
Jordan and Dana Smith top of the form, instead of being
4700 Jones Drive i
Gl e e ith located in the upper left corner.
Bankruptcy Message
This statement is for informational purg) yl Itis not an attempt to impose personal liability on xou.l e WO rd |ng u pdated
0 hat eithe 3 in bankruptcy or you discharged your mortgage loan in bankruptcy. As such, N "
However, the mortgage loan contract may allow foreclosure if the 0Col l ect a debt o6
contract s requirements are not met. please write to us if you do not want to receive these statements anymore. f) | m p ose p er sona |
Account Number 1234567 | planation of Payment Amounts payments you choose to make are
Payment Date 4/1/2015 Principal $386.46 voluntarydé | angu
Current Payment Amount $1,829.71 Interest $1,048.07
Escrow (Taxes and Insurance) $235.18
(This amount includes only your regular monthly payment and Regular Monthly Payment $1,669.71
any fees and charges. It does not include past due amounts.) Tiatakk Gk S C urre nt p ayment
Current Payment Amount $1,829.71
H-n—ﬁnpa. C iy amount added
Total Amount Owed $4,089.13
In addition to the Regular Monthly
O EINTOrnation Payment and the Total Payment
Outstanding Principal $264,776.43 Amounts, the Current Payment
Interest Rate (Until October 2015) 4.75% Amount was added’ which is
P Penal Y, .
avael] = comprised of the Regular Payment
Transaction Activity (2/20 to 3/19) plus fees.
Date Description Charges Payments
3/13/15 Partial Payment Received* $1,000.00
3/16/15 Late Fee (charged because full payment not received by 3/15/2015) $160.00 Payment co u pon
Past Payments Breakdown **Account History** d | SCIal mer
Paid Last Paid Year A
Wonth T Recent Account History ) . rem oved
— * Payment due 12/1/14: Fully paid on time
Principal zggg s sz:iz; e Payment due 1/1/15: Fully paid on 2/3/15 The paymen t coup
Interest . 1,051 o Paymentdue 2/1/15: Unpaid balance of $589.71 :
Escrow (Taxes and Insurance) $0.00 $235.18  Payment due 3/1/15: Unpaid balance of $1,829.71 you filed for bankruptcy and choose
Fees $0.00 $410.00 o Current payment date 4/1/15: $1,669.71 to make a payment: Make any
Partial Payment (Unapplied)* $1,000.00 $1,490.00 o Total: $4,089.13 unpaid amounts. You would need to pay checks payab|e t@pringside
this amount to bring your loan current. .
Total $1,000.00 $3,569.71 'g your loan curre Mo r t gveagrendoved
If You Are Experiencing Financial Difficulty: See back for
Important Messages information about mortgage counseling or assistance. P A
*Partial Payments: Any partial payments that you make are ayment m 0 u nt
not applied to your mortgage, but instead are held in a
separate suspense account. If you pay the balance of a re m oved
partial payment, the funds will then be applied to your
ooty Removed the payment amount
- from the payment coupon.
Springside Mortgage ‘
- Payment Date: 4/1/2015
Springside Mortgage
P.O. Box 11111 Additional Principal S
Los Angeles, CA 90010 Additional Escrow s
Total Amount Enclosed $
1234567 34571892 342359127 DN

Chapter 7 Current Pay Form Changes: Round 1 to Round 2
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3.3 Chapter 7:Round 2Total PayForm ChangesCompared to Round 1

Proposed Form

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Mortgage Statement
Statement Date: 3/20/2015

Jordan and Dana Smith Account Number 1234567
4700 Jones Drive Payment Date 4/1/2015
M his, TN 38109
Sl Payment Amount $4,089.13
Bankruptcy Notice pl ion of Pay A
Our records show that either you are a debtor Principal $386.46
in bankruptcy or you discharged your mortgage Interest $1,048.07
loan in bankruptcy. This statement is for Escrow (Taxes and Insurance) __ $235.48 |
f ; i Regular Monthly Payment $1,669.71

By law, we must send it to you. You can choose

Total Fees and Charges $160.00

to stop receiving statements by writing to us at Past Unpaid Amounts _$2,259.42 |
our address below. Total Payment Amount $4,089.13
Account Information
Outstanding Principal $264,776.43
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)

Date Description Charges Payments
3/13/15 Partial Payment Received* $1,000.00
3/16/15 Late Fee (charged because full payment not received by 3/15/2015) $160.00

Past Payments Breakdown **Account History**
Paid Last Paid Year R A t Hist
Moiith o Dité ecent Account History ) )
— * Paymentdue 12/1/14: Fully paid on time

Principal $0.00 $383.31 ® Paymentdue 1/1/15: Fully paid on 2/3/15
Interest $0.00 $1,051.22 o Payment due 2/1/15: Unpaid balance of $589.71
Escrow (Taxes and Insurance) $0.00 $235.18 o Payment due 3/1/15: Unpaid balance of $1,829.71
Fees $0.00 $410.00 e Current payment date 4/1/15:$1,669.71
Partial Payment (Unapplied)* $1,000.00 $1,490.00 « Total: $4,089.13 unpaid amounts. You would need to
Total $1,000.00 $3,569.71 pay this amount to bring your loan current.

If You Are Experiencing Financial Difficulty: See back for

information about mortgage counseling or assistance.
Important Messages
*Partial Payments: Any partial payments that you make are
not applied to your mortgage, butinstead are held in a
separate suspense account. If you pay the balance of a partial
payment, the funds will then be applied to your mortgage.

Springside Mortgage

Springside Mortgage
P.O.Box 11111
Los Angeles, CA 90010

1234567 34571892

4/1/2015

Payment Date:

Additional Escrow $
Total Amount Enclosed $

342359127 DN

Chapter 7 Proposed Form Changes: Round 1 to Round 2
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G Bolded font

Bolded the font of the entire
Bankruptcy Notice.

e Wording updated

Added phrases 08B
send it to you, 0
choose to stop receiving

statements by writing to us at our
address below. 6

Payment coupon
disclaimer altered

Removed thepayment coupon

di scl ai neeercurréntlyfa y
party in a bankruptcy case and you
choose to make a voluntary
payment, detach and return bottom
remittance portion with your
payment. Make any checks payable
to Springside Mo

Payment Amount
removed

Removed the payment amount
from the payment coupon



3.4 Chaper 13: Round 2 Base Form ChangeSompared to Round 1 Proposed

Form

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive
Memphis, TN 38109

Mortgage Statement
Statement Date: 3/20/2015

Account Number

Post-Petition Payment Date

amounts or Pre-Petition Arrearage.

This amount includes only your regular post-petition payments
and any fees and charges. It does not include any past unpaid

1234567
4/1/2015

Bankruptcy Notice Explanation oI Post-PetitionI’ayment Amounts
Our records show that either you are a debtor in Principal $501.63
bankruptcy or you discharged your mortgage loan Interest $1,063.31
in bankruptcy. This statement is being sent to you Escrow (Taxes and In $375.00
for informational and i " Regular Monthly P $1,939.94
t send it to you.l You can choose to X 220,00
stop receiving statements by writing to us at our Post-Petition Payment Amount $2,129.94
address below. ast Unpald Post-Petition Amoun ,939.
Total Amount Owed Post-Petition $4,069.88
If your bankruptcy plan requires you to send your
mortgage payments to the Trustee, you should pay Account Information
he Ti i ly. Pl he Ti
toir ;‘::;::':?Ctot h:‘:e::;:::;t Siloteeor Outstanding Principal $271,532.94
¥ vy 9 : Interest Rate (Until October 2015) 475%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)
Date Description Charges Payments
3/10/15 Partial Payment Received
3/16/15 Late Fee (charged because full payment not received by 3/15/15) $190.00 I
Past Payments Breakdown Pre-Petition Arrearage Payments
d ived d Total Received | Current Balance of
Last Month  Year to Date from Trustee During Pre-Petition
Principal $0.00 $993.39 Last Month Bankruptcy Arrearage
Interest $0.00 $2,136.49 $336.43 $2,108.60 $10,093.00
Escrow (Taxes and Insurance) $0.00 $750.00
Fees $0.00 $0.00
Partial Payment (Unapplied)* $336.43 $1,009.29
ol i
Important Messages
This statement shows payments we’ve received from you and the Trustee. It may not show payments you recently sent to the
Trustee, and it may not be consistent with the Trustee’s records. Please contact the Trustee or your attorney if you have questions.
*Partial Payments: Any partial payments listed here are not applied to your mortgage, but instead are held in a separate suspense
account. Once we receive enough funds to equal a full monthly payment, we will apply those funds to your mortgage.

Springside Mortgage

Springside Mortgage
P.O.Box 11111
Los Angeles, CA 90010

1234567 34571892

ament Amount

Post-Petition Payment Date: 4/1/2015
Additional Principal S
Additional Escrow S
Total Amount Enclosed $

If you are sending us a payment, make your check

payable to Springside Mortgage.

342359127 DN

Chapter 13 Proposed Form Changes: Round 1 to Round 2
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Changed top
disclaimer

The top disclaimer was altered to
inform users that the top amount
does not include past unpaid
amounts or prepetition arrearage
debt. Trustee information that was
here previously was relocated to the
bottom (SeeChange §.

e Bolded Font

Bolded the font ofpart of the
BankruptcyNotice.

o Wording updated

Disclaimer about how to stop
receiving notices was added.
Statement about how the form may
not be up to date was relocated to the
bottom (SeeChange §.

Postpetition
language added

Postpetition language was added to
the top box to clarify what these
payment amounts mean.

e Late fee added

Added late fee for testing purposes.

Important
Messages added

An Important Messages box was
added toconsolidate relevantpieces
of information, such as the disclaimer
about the bankruptcy plan (relocated
from Changes 1& 3), andan
explanation ofpartial payments(new
information; not present in Round 1).

Payment coupon
disclaimer
removed

Removed thepayment coupon
disclaimer, which stated that users
should send payments to thérustee
if their plan requires themto.

Payment amount
removed

Removed the payment amount from
the payment coupon.



3.5 Chapter 13: Round2 Alternate FormChangesCompared to Round 1
Revised Form

Changed top

Springside Mortgage Mortgage Statement disclaimer
Customer Service: 1-800-555-1234 Statement Date: 3/20/2015

www.springsidemortgage.com The top disclaimer was altered to

inform users that the top amount

Account Number 1234567 does not include PreBankruptcy
Jordan and Da.na Smith Payment Date 4/1/2015 Debt. Thetrustee information that
4700 Jones Drive ° was here in Round 1 was relocated
Memphis, TN 38109

This amount does not include Pre-Bankruptcy Debt (Arrearage) to the | mpo rtant M essages box

(SeeChange 4.
Bankruptcy Notice Explanation of Pay A
Our records show that either you are a debtor in Principal $501.63 B OoX ad d ed
bankruptcy or you discharged your mortgage loan in 'E”‘E'E“(T i ; 5152523;
bankruptcy. This statement is being sent to you for STON L axesand Insrance -
informationaland comall Regular Monthly Payment 31.939.94 A box was adde_d around the
we must send it to youll You can choose to stop Total Fees and Charges $190.00 Bankruptcy Notice.
receiving statements by writing to us at our address Past Unpaid Amounts (not including arrearage) $1,939.94
below. Total Payment Amount $4,069.88 .
Wording updated

If your bankruptcy plan requires you to send your

mortgage payments to a Trustee, you should pay the Account Information Disclaimer about how to stop
Trustee directly. Please contact the Trustee or your Outstanding Principal $271,532.94 . .
attorney if you have questions. Interest Rate (Until October 2015) 4.75% receiving notices was added.
Prepayment Penalty Yes Statement about how the form may
not be up to date was relocated to
Transaction Activity (2/20 to 3/19) the Important Messages box (See
Date Description Charges Payments Change 4

3/10/15 Partial Payment Received $336.43

3/16/15 Late Fee (charged because full payment not received by 3/15/15) $190.00 I m portant
Past Payments Breakdown Pre-Bankruptcy Debt (Arrearage) M essages ad d ed

Paid Paid Year to Paid Last Total Paid During | Current Balance of
Last Month Date Month Bankruptcy | Pre-Bankruptcy Debt An Important Messages box was

Principal $0.00 $993.39 $336.43 $2,108.60 $10,093.00 added to consolidate relevant
Iritesest L S0.00: $2,136.49 pieces of information, such as the
Escrow (Taxes and Insurance) $0.00 $750.00 disclai b he bank
e 000 00 isclaimer about the bankruptcy
Partial Payment (Unapplied) | $336.43 $1,009.29 plan (relocated fromChange J), the
Total $336.43 $4,889.17 disclaimer abouthow the form may
IportantMessores not be up todate (relocated from

Change 3, and an explanation of

This statement shows payments we’ve received from you and the Trustee. It may not show payments you recently sent to the

Trustee, and it may not be consistent with the Trustee’s records. Please contact the Trustee or your attorney if you have questions. the PaSt PaymentS Breakdown
(new information; not present in
“Past Payments Breakdown” shows how we applied all funds we’ve received from you or the Trustee to your mortgage. Any Round 1)

partial payments listed here are not applied to your mortgage, but instead are held in a separate suspense account. Once we
receive enough funds to equal a full monthly payment, we will apply those funds to your mortgage.

“Pre-Bankruptcy Debt (Arrearage)” shows the payments we’ve received from the Trustee that are reducing the amount of your
pre-petition or pre-bankruptcy debt (arrearage), and the current outstanding balance of that debt. P aym ent CO u p O n
disclaimer removed
Springside Mortgage Payment A |
RrnE teag Payment Date: 4/1/2015' Removed the payment coupon
ff’g”:“dle "fmgage T disclaimer, which stated that users
.0. Box 11111 iti incij 5
Los Angeles, CA 90010 Additional Escrow s . should send payments to the
Total Amount Enclosed  $ trustee if their plan requires them
to.
If you are sending us a payment, make your check
payable to Springside Mortgage. P aym ent am 0 u nt
1234567 34571892 342359127 DN removed

Removed the payment amount
from the payment coupon.

Chapter 13 Alternate Form Changes: Round 1 to Round 2
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4.0 Round 2

4.1 Forms and Methodology

Round 2 was held inFort Lauderdale Florida As in Roundl, the Chapter 7 forms presented
a scenario in which the consumewas behind on mortgage payments. The consumer had
made a partial payment during the prior billing cycle and had been charged a late feenot
making the full payment by the end of the grace period. A series of blind recall questions
were asked after the participants initially reviewed the form, asking them to recall the fo@n
purpose, what they would do if they received this notice whin bankruptcy, and whether
the form stated anything about ther being inbankruptcy.

Three Chapter 7 forms were testedh this round a CurrentPayForm, a Total PayForm, and
a Combined P&l Form TheCurrent PayFormwas shown first, followed by th&otal PayForm
and the CombinedP&I Form The forms can be foundn AppendixB.

As shown in the figures in Section 4.2he Round 2 Chapter 7 forms differed from each
other in the following ways:

1) TheBankruptcy Noticeon the Current PayFormstretched acioss the top of the entire
form, whereas theTotal PayFormand CombinedP&I Formkept the notice confined
to the upperleft corner. The text included in this notice differed across forms as well,
with the Current PayForm stating thatéany payments you chose to make are
voluntary,6 and the Total PayFForm andCombinedP&I Formstating that &his
statement is for informational and compliance purposes only. By law, we must send
it to you o

2) TheCurrent PayFormhad a third dollar amountfithe 6Current PaymenfAmountfiin
the Explanation of Payment Amount box that added the regular monthly payment to
the total fees and charges.

3) As in Round 1, lhe Current PayFormlisted the Payment Amount as only the regular
monthly payment plus feesand charges whereas the Taal PayFormlisted the
Payment Amount as the total outstanding amounincluding pastdue amounts.

4) TheCombinedP&Il Formwas identical to theTotal PayForm, exceptthat principal
and interestwere combined in a single sum rather than listed as separataé¢ items.
Participants were askedh limited set ofquestions to determine whether the
combined principal and interest disclosure changed their understanding of the form.

10 Due to a printing error, the first Chapter 7 participant receivedT®otal PayForm that included language on
voluntary payments. The form was caacted for all subsequent participants.
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In Round 2, the Chapter 13 forms presented a scenario in which the borrower had édlilto
make the prior montl& periodic (postpetition) payment, resulting in a ast due amount and

a late fee.This scenario was used ttest whether participants understood that they had a
past due amount and, if so, whether that amount related solely t@gt-petition amounts die
during the bankruptcy caseThe Chapter 13 forms in this round showed that the borrower
had continued to repay the preetition arrearage through the trustee. A series of blind recall
guestions were asked after the participants itially reviewed the form, asking them to recall
the form& purpose, what they would do if they received this notice while in bankruptcy, and
whether the formstated anything about ther being in bankruptcy

Three Chapter 13 forms were testedh this round: a Base Form, an Alternate Form, and a
Combined P&l Form. The Base Form was shown first, followed by the Alternate Form and the
CombinedP&I Form.The forms can be foundn AppendixB.

As shown in the figures in Section 4.3he Round 2 Chapter 13 forra differed from each
other in the following ways:

1) TheBase Formhad a third dollar amountfithe dPostPetition Payment Amourtfiin
the Explanation of Payment Amount box that added the regular monthly payment to
the total fees and charges.

2) TheBase Formlisted the Payment Amount as only theregular monthly payment plus
fees, whereasthe Alternate Formlisted the Payment Amount ashe total amount
owed post-petition, including past due amountsAs such, the Base Form contained a
different disclaimer under thepaymentamount than the Alternate Form Again, these
differences tested whether participants would still understand that they were behind
on the mortgage and the amounts they thought they should pay.

3) The forms referenced the prepetition arrearage in diffeent ways, with theBase Form
referring to this sectionas cPre-Petition Arrearagé and the Alternate Formreferring
to it as dPre-Bankruptcy Debt (Arrearage).

4) TheAlternate Formincluded a third section in the Important Messages box
describingwhat information was shown in the Pré&8ankruptcy Debt section.

5) TheCombinedP&l Formwas identical to theAlternate Form with the exceptionthat
principal and interestwere combined in a single sum rather than listed as separate
line items.
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4.2 Form DifferenceOverview: Chapte¥

FormDifference Overview

P

Message format and
location changed

Thirdsubtotal added

Principal and Interest
combined

° Payment amount differed

Current Pay Form

Total Pay Form

P&l Form

e Message format and location changed

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive

Mortgage Statement
Statement Date: 3/20/2015

[ Bankruptcy Message

This statement is for informational purposes only. It is not an attempt to impose personal liability on you.

Our records show that either you are a debtor in bankruptey or you discharged your mortgage loan in bankruptey. As such,
any payments you choose to make are voluntary. However, the mortgage loan contract may allow foreclosure if the
contract's requirements are not met. Please write to us if you do not want to receive these statements anymore.

Customer Service: 1-800-555-1234
www.springsidemortgage.com

Account Number 1234567 n of ent unts
Payment Date 4/1/2015 Principal $386.46
Current Payment Amount $1,829.71 Intarest: $1,048.07
Escrow (Taxes and Insurance) $235.18
(This amount includes only your regular monthly payment and Regular Monthly Payment $1,669.71
any fees and charges. It does not include past due amounts.) Total Fees and Charges $160.00
Current P: nt Amount $1,829.71
Unpaid Past Payments $2.250.42
Springside Mortgage Mortgage Statement

Statement Date: 3/20/2015

Jordan and Dana Smith Account Number 1234567
4700 Jones Drive Payment Date 4/1/2015
My mRaios Payment Amount $4,089.13
Bankruptcy Notice Explanation of Payment Amount
Our records show that either you are a debtor Principal $386.46
in bankruptcy or you discharged your mortgage Interest $1,048.07
loan in bankruptcy. This statement is for Escrow (Taxes and Ineurance) $235.18
informational and compliance purposes only. Regular Monthly Payment $1,669.71
By law, we must send it to you. You can choose Toral Feas and Charges $160.00
to stop receiving statements by writing to us at Past Unpaid Amounts $2,259.42
our address below. Total Payment Amount $4,089.13
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The Bankruptcy Notice on
the Current Pay Form (top)
was a box that extended all
the way across the top of
the form, and the Payment
Amount boxwas located
below the Bankruptcy
Message. On the Total Pay
Form (bottom), the
Bankruptcy Notice was on
the left side of the form.



Q Third subtotal added

Explanation of Payment Amounts

Principal
Interest

Regular Monthly Payment
Total Fees and Charges

Escrow (Taxes and Insurance)

Current Payment Amount

Unpaid Past Payments
Total Amount Owed

Explanation of Payment Amount

51s ?jgg? Priviclpal $386.46
5’235.18 Interest $1,048.07
5—1,669.71 Escrow (Taxes and Insurance) $235.18
$160.00 Regular Monthly Payment $1,669.71
$1,829.71 I Total Fees and Charges $160.00
$2,250.42 Past Unpaid Amounts $2,259.42
W Total Payment Amount $4,089.13

The CurrentPay Form listed three subtotal amounts (regulanonthly payment,

current paymentamount, and total amount owed; left) in the Explanation of Payment
Amounts box. The Total Pay Form (right) did not include the current payment amount
subtotal, which consisted of the regular monthly payment plus fees and charges.

° Payment amount differed

Account Number 1234567
Payment Date 4/1/2015
I Current Payment Amount $1,829.71

(This amount includes only your regular monthly payment and
any fees and charges. It does not include past due amounts.)

T
Explanation of Payment Amounts
Principal $386.46
Interest $1,048.07
Escrow (Taxes and Insurance) $235.18
Regular Monthly Payment $1,669.71
Total Fees and Charges $160.00
Current Payment Amount $1,829.71
Unpaid Past Payments $2,259.42
Total Amount Owed $4,089.13

Account Number 1234567
Payment Date 4/1/2015
Payment Amount $4,089.13
Explanation of Payment Amount
Principal $386.46
Interest $1,048.07
Escrow (Taxes and Insurance) $235.18
Regular Monthly Payment $1,669.71
Total Fees and Charges $160.00
Past Unpaid Amounts $2,259.42
Total Payment Amount $4,089.13

The Current Payrormasked participants only for
the current payment amount, whicltonsisted only
of the regular monthly payment plus the fees and
charges, and did not include past unpaid amounts

(top).

The Total Pay Form asked participants to pay the
full $4,089.13 due, which was inclusive of their
regular monthly payment, total fees and charges,
and past unpaid amountsbottom).
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G Principal and interest combined

Explanation of Payment Amounts
Explanation of Payment Amount
Principal 53E86.46 —
Int + 51.048.07 Principal and Interest $1,43453
En £res = - '235'13 Escrow (Taxes and Insurance) $235.18
scrow (Taxes and Insurance) __ 523518 | Regular Monthly Payment $1,669.71
Regular Monthly Payment $1,669.71 Total Fees and Charges $160.00
Total Fees and Charges __ $160.00 | Past Unpaid Amounts $2,259.42
Current Payment Amount $1,829.71 Total Payment Amount $4,089.13
Unpaid Past Payments $2,259.42
Total Amount Owed 54,089.13

The Current Pay Form (and Total Pay Form) showed a principal amount of $386.46
and an interest amount of $1,048.07 (left). The P&l Form showed a combined
amount of $1,434.53 instead of showing the principal and interest separately (right).
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4.3 Form Difference Overview: Chapter 13

Form Difference Overview

Postpetition payment
explanation differed

Thirdsubtotal added

° Payment amount differed

Pre-Petition Arrearage
header differed
Principal and interest
combined
i Important Message box
Base Form Alternate Form P&l Form content differed
Q Postpetition payment explanatiordiffered

Account Number 1234567 Account Number 1234567

Post-Petition Payment Date 4/1/2015 Payment Date 4/1/2015

This amount includes only your regular post-petition payms:nts Payment Amount $4,069.88

and any feespa"‘;"'f’f ges. It does not include any past unpaid This amount does not include Pre-Bankruptcy Debt (Arrearage)

The Base Form (left) contained a longer explanation of the gretition arrearage
than the Alternate Form (right); it also explained the payment amount as excluding
oppetition arrearfagreldr umtsctye adelmtf. @pr e

@ Thirdsubtotal added

Explanation of Post-Petition Payment Amounts Explanation of Payment Amount

Principal $501.63 Principal $501.63

Interest $1,063.31 et $1,063.31

Escrow (Taxes and Insurance) $375.00 Escrow!(Taxes:aridinsuriice) $375.00
Regular Monthly Payment $1,939.94 B e—

Total Fees and Charges $190.00 Rolgullr Mom:ly Payinent $1,939.94

l Post-Petition Payment Amount $2,129.94 Total Fees and Charges $190.00

= - Past Unpaid Amounts (not including arrearage) $1,939.94

Total Amount Owed Post-Petition $4,069.88 Total Payment Amount $4,069.88

TheBase Form had three subtotals ithe Explanation of Payment Amount box
(left). In the Alternate Form the postpetition payment amount was removed (right).
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6 Payment amount differed

Account Number 1234567 Account Number 1234567
Post-Petition P t Dat 4/1/2015

o= cfiton " aymen’ Jate Payment Date 4/1/2015
Post-Petition Payment Amount $2,129.94
This amount includes only your regular post-petition payments Payment Amount $4:M9-88
and any fees and charges. |t does notinclude any pastunpald This amount does not include Pre-Bankruptcy Debt (Arrearage)
amounts or Pre-Petition Arrearage.

The Base Formasked participants to pay thepost-petition payment amount of
$2,129.94, which consisted only of the regular monthly payment plus the fees and
charges (left).The Alternate Form asked participants to pay $4,069.88, which was

inclusive of their regular monthly payment, total fees and charges, and past unpaid
amounts (left).

a Pre-Petition Arrearage header differed

e ] The prepetitior_l arrearage section was referred to
d | Total Recoived | Current Balance of as erRnteti on Arrearage P
from Trustee During Pre-Petition .
Last Month ptey Arrearag Form (top), while the Alternate Form referred to
$336.43 $2,108.60 $10,093.00

theprepet i ti on arrearage s
Bankruptcy Debt Arrearagg . 6

Pre-Bankruptcy Debt (Arrearage) I
Paid Last Total Paid During | Current Balance of
Month kruptcy Pre. kruptcy Debt
$336.43 $2,108.60 $10,093.00

e Principal and interest combined

Explanation of Payment Amount Explanation of Payment Amount

Principal $501.63 Principal and Interest $1,564.94

Interest $1,063.31 Escrow (Taxes and Insurance) $375.00

Escrow {Taxes and Insurance) $375.00 | Regular Monthly Payment $1,939.94
Regular Monthly Payment $1,939.94 Total Fees and Charges $190.00

Total Fees and Charges $190.00 Past Unpaid Amounts (not including arrearage) $1,939.94

Past Unpaid Amounts (not including arrearage) $1,939.94 Total Payment Amount $4,069.88
Total Payment Amount $4,069.88

The Base Form (and Alternate Form) showed a principal amount of $501.63 and an
interest amount of $1,063.31 (left). The P&l form showed a combined amount of
$1,564.94 instead of showing the principal and interest separately (right).
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° Important Messages box content differed

Important Messages

This statement shows payments we've received from you and the Trustee. It may not show payments you recently sent to the
Trustee, and it may not be consistent with the Trustee’s records. Please contact the Trustee or your attorney if you have questions.

*Partial Payments: Any partial payments listed here are not applied to your mortgage, but instead are held in a separate suspense
account. Once we receive enough funds to equal a full monthly payment, we will apply those funds to your mortgage.

Important Messages

This statement shows payments we’ve received from you and the Trustee. It may not show payments you recently sent to the
Trustee, and it may not be consistent with the Trustee’s records. Please contact the Trustee or your attorney if you have questions.

“Past Payments Breakdown” shows how we applied all funds we’ve received from you or the Trustee to your mortgage. Any
partial payments listed here are not applied to your mortgage, but instead are held in a separate suspense account. Once we
receive enough funds to equal a full monthly payment, we will apply those funds to your mortgage.

“Pre-Bankruptcy Debt (Arrearage)” shows the payments we’ve received from the Trustee that are reducing the amount of your
pre-petition or pre-bankruptcy debt {arrearage), and the current outstanding balance of that debt.

TheBase Formonly had two messagesin the Important Messages box (tophe
Alternate Formadded a second message explaining more about what the contentin
the pre-bankruptcy debt box means.

4.4 ParticipantsSExperience with Mortgages and Bankruptcy

In Round 2, 140f 17 participants reported that they had a mortgage when they filed for
bankruptcy. Two of those participants said that they gave up the house while in (or near)
bankruptcy, whilel2 participants kept their homes hrough the bankruptcy process.

As in Round 1, many grticipants expressed positive sentiments towards receiving these
forms, particularly if they were trying to keep their homes. Some examples of positive
comments made by espondents included:

9 dHad I gotten a form like this when | was going through it, | would have felt better
about my bank. They were taking an interest to try to show me something to try to
help me. | found that the banks want to work with you but ddralways do a good job
communicating that to you. This is a step in the right directi@f Chapter 7

9 d wish I would have received something like that when | was going through this
process, thats for suredfi Chapter 7

i d dond find the notice to be threatenimgy. Going through bankruptcy is a traumatic
experience To get a notice that is not threatening or demanding helps a lotslt
pertinent information that is presented not in a threatening wayf Chapter 13
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4.5 Bankruptcy Notice

Nine of the 16 participants (three of nine Chapter 7 Participantssix of sevenChapter 13
Participants!l) who were asked about the form3purpose said that it was to provide people
a snapshotor overviewof their mortgagestatus. Fourteen of 17 participantsdescribed the
form as mae informational in nature, rather than primarily a request for payment.

However, participantshad difficulty reconcilingthe Chapter 7Current Payand Chapter 13
P&l Formsdlanguage indicating that the form was foranformational purposes onlgand was
onot an attempt to impose personal liabilitywith the fact that the formotherwiselooked like
a standard mortgage statement (which would typically request a paymenii)e majority of
participants said that they had a choice whether to make a payment, bthat there would
be consequences (i.e., potential foreclosure) if they did not pdarticipants appeared to
draw this conclusion from a mix of past experiences arfdrm information. For examplethe
Chapter 7Current PayFormincluded a statementthat the mortgage loan contract may allow
foreclosure if the contrac requirements were not metBut eventhose Chapter 7
Participantswho were not able to findhis statement on the formstill articulated the
consequences of failing to pay.

In addition, severl Chapter 13 Participans had a negative reactiontothd or ms 0
foreclosurelanguage.For example, ongoarticipant said, df 1an in bankruptcy, &n trying to
help myself and get my finances togetheAnd if Ian going to stay current on my loan, stop
threatening me with foreclosured

During the blind recall questions, some participants did not recall seeing anything about the
form stating they were in bankruptcythey werealso not sure if the formreferenced it
Participants did not find any iteration ofhe bankruptcy messagedhreatening, and 4l
understood what would happen if they failed to make a payment. When asked if they had a
choice about making a payment, many said that one always has a choice but the choices
are to either make a payment or faceoreclosure.These m@rticipants said:

1 dt doesnd dissolve your responsibility on your mortgage. Helpful informatién.
A Chapter7

1 @Always have a choice to not pay. The consequence would be that fildgreclose if
contract requirements arerd met. That part is pretty clear. It gives you a choice and
tells you the consequence®iii Chapter7

1 d can...continue paying whether the property was included in the bankruptcy or not.
Theyde voluntary but they still have the ability to foreclose itlbnd meet their
requirements . . They¥e saying you can pay, or nati Chapter7

11 One Chapter 7 Participant was not asked about the fofsnpurpose.
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1 orhey can decide that they will let their house go back or make the paymeri their
choice as to whether or not they would keep their house. If they do not make
payments,they would foreclose on their homé.i Chapter 13

Only a few participants indicated a preference for théhapter 7 Total Payand Chapter 13
Base Form$bankruptcy message(whichstated that the servicer must send the statement
oby lawd). Some noted that tke wordingdBankruptcy Messagé on the Chapter 7Current Pay
Form (which did not include thetby lawd language)was friendlier thandBankruptcy Noticé
on the Total PayForm Afew participants noted that the content of theChapter 13Base
Form® dby lawolanguagesounded like a required legal disclaimeand that this version of
the notice failed to explicitly mention that payments were voluntary.

All participants were asked what they could do if they wanted to stop receiving the
statements. Five of the seve Chapter 7 Participans who responded to the question
indicated that they would write tdhe servicer, SpringsideMortgage; the remaining two said
that they would contact Springside but did not specifiiat they would do san writing.
However, Chapter 13 articipants provided a much widerange of answers to this question.
TwoChapter 13 Participans said they would call their attorneyone said there was nothing
that they could dg one respondedthat the notice didnot say what could be dongone said
they would want the statementsone did not know what they would dgand only one
indicated that they would write to Springside.

When asked where they should send a paymeriiye Chapter 13 Participantsesponded

that they would send it to Springside Mortgagand two said they would send it to the

trustee. When asked who they would contact if they had questions about where to send their
payment,five participants said they would contact Springside Mortgagand the remaining
participants said they would condct an attorney or theirtrustee, or searchonline for more
information.

4.6 General Account Information

All 10 Chapter 7 Participans correctly identified the interest rateas 4.75%and correctly
identified the outstanding principal of the mortgageNine of 10 correctly identified thefact
that they would be charged a prpayment penalty for pging down their mortgage early
Chapter 13 Participans were not asked these questions due to time constrainend the

fact that participants in Round 1 and the 202 testing readily understood these disclosures

4.7 Current Payment Due and Due Date

In this round, Chapter Participants largely looked to the Explanation of Payment Amount
box tofigure out how much they owed in a particular monglalthough at least afew
participants began by looking at the payment stub and then had to look elsewhere when
they saw that the stub was blankA few participants noted confusion over how many
subtotals were listed on the first Current Pay form (i.e., regular, current, andotal). Some
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assumed that these were different payment options and had questions about thepact of
paying each dollar amount on their loan statu&Vhen reviewing the Current Pay Form ast
Chapter 7 Participantssaid theywould pay $1,829.71 (the amountlisted in the Payment
Amount box) but others said they would pay $1,669.71 (the regular monthly paymenénd
one would pay$4,089.13 (the total outstanding amount) However, despite thalifferent
subtotals, some participants noted that having all of trs® dollar amounts listed was
beneficial because they thought it offered them guidance in determining what payment
amount might work for the mortgage company and keep them in their homes longer. It is
also possible that the horizontal alignment of thBankrmuptcy Messagecaused participants
to miss the payment amount in the Payment Amount box, whichght be why they referred
to the Explanation of Payment Amounts bdkWhen Chapter 7 Participants were shown the
second (Total Pay form, which labeled $4,089.13as both the dPayment Amoundand oTotal
Payment Amound (as opposed to the Alternate form, which labeled this number a$otal
Amount Owed), all 10 participants indicated that they were being asked to pa$4,089.13
this month.

Chapter 13 Participans hadlower comprehension for théexplanation ofPayment Amounts,
with some stating that Springside was asking them to pay the full $4,069.88, and one
believing thatthe form was asking for a payment 0f$336.43 (the amount of the partial
paymentSpringsidereceived during the previous month). Thisight ultimately stem from
overall confusion regarding thelifference betweenpre-petition and postpetition paymens.
Additionally, some noted confusion over the disclaimer (that this amount did not incluole-
bankruptcy debi, which also might have been due toparticipants not understanding the
difference betweenhow the forms presented thepre- and postbankruptcy debs.

Similar to Chapter 7Participants, Chapter 13Participants also noted that there were many
different subtotals on the form that could be interpreted as how much they owe to
Springside (regular monthly pogpetition, current monthly posfpetition, total amount post
petition, amount received from trustee last month, and current balance of ppetition
arrearage). One participanthought that the oPast Unpaid Amounts (not including
arrearagepwas confusing because arrearage in fact means past unpaid amounts.

As noted above, theRound 2forms left the payment amount off of thepaymentcoupon. The
blank paymentcoupon confuseda number of Chapter 7Participants, as some looked to the
coupon to determine how much they owed. The missing information, in conjunction with

12 Many participants in this round noted thatth&€ u r r e nt  Roamat wasarbitnddrgfusing and they found
themselves having to look through muifble placeson the form to find the information they neededThey
expressed a preference for forms with information that read letib-right and, therefore, the adjusted alignment
of the form might have caused increased confusion on how the separate pieagsnformation related to one
another.
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confusion surrounding the voluntary nature of paymentted some to believe that they ere
not required to pay anything at this timand others to be confused about what their amount
due was

Chapter 13 Participans did not raisethe paymentcouponas a major issue of confusion; the
Chapter 13 forms contained more information than the Chagat 7 forms did, and the
Chapter 13 interviews spent more time focused on other aspects of the notice.

As in Round 1, a few Chapter 7 and Chapter 13 Participants hesitated or expressed
confusion when asked when their next payment was du&s discussed abovesome of this
confusion may have stemmed from the fact that the Payment Date (4/2015) on the

tested forms was before the testing date (July 2015), while a mortgage statement would
normally list a due date in the future.

4.8 Transaction Activity andPags Payments
Overall,all participants were able to use thélransaction Activity and Past Payments
Breakdownsectionsof the formsto locate information on fees and past payments.

AllChapter 7Participants who wereasked about feeswere able tocorrectly dentify fees

they had been charged and the reason for the charg8pecific questions on the partial
payment disclaimer §Any partial payments listed here are not applied to your mortgage, but
instead are held in a separate suspense accouid.were only askd of consumers regarding
the first form they saw during the session, th€urrent PayForm.Seven ofthe 10 Chapter 7
Participantswere able to locate and correctly interpret the partial payment disclaimer, which
informed participants that partial paymentsare not applied to the mortgage balance, but are
instead held in a separate suspense account.woof the 10 participants located and read

the statement, butexpressed confusion about the meaning of the disclaiméFhe remaining
Chapter 7 Participantdid not appear to locate the disclaimer or understand that the
payment was being held in suspense.

On the Chapter 13 formsfive of sevenparticipants were correctly able to identifthe fees
they had beenchargedand the reason for the chargeSix of the s&ven Chapter 13
Participant were able to use the Transaction Activity section of the forms to correctly
identify the amounts and dates of previous payments that had been made.

Although theChapter 13Alternate Form had the same information about partiplayments

as the Base Form, participants had a harder time finding it on the Alternate Form because it
was not prominently displayed in the Important Messages box bwas instead includedat

the end of a narrative statement explaininghe Past Payments Breledown. Nonetheless of

the participants who were able to locate it, most were able to understand its content.
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4.9 Account HistonfChapter 7 Only]

Nine of the10 Chapter 7 Participants in Roun@ were able tocorrectlyidentify that they
were behind on heir mortgage and thatin order to bring their account entirely up to date
they would need to pay $£€89.13 (one did not respond to the questioh It is difficult to
determine whether they used specific information in the Account Histdogx to answer

these questions; hree of the participants specifically referenced théunpaid amountg
language found in the Account History box, but others indicated that they calculated these
answers or used the Explanain of Payments box to respond. However, this infioation as

a wholewas successfully communicated to the participants by the form.

4.10 Information on Mortgage Counseling and Assistanf€hapter 7 Only]

All of the Chapter 7 forms tested included language in the Account History ktating, df

You Are Eperiencing Financial Difficulty: See back for information about mortgage
counseling or assistanca Eight of thel0 Chapter 7 Participants were asked what they
would do if they were having trouble paying their mortgage, and seven noted the statement
on the form saying that more information on this waprovided on the back of the form. Ae
remaining participans described lookng for other information online

4.11 PrePetition Arrearage [Chapter 13 Only]

Comprehension for all prepetition arrearageinformation waslow across vesions of the
Chapter 13 forms, &rgely stemming from the arrearage languagen all forms Many
participants were unsure what the terntarrearaged meant, ordid not understandthat pre-
and postpetition meant before and after they féd for bankruptcy. Some participants
incorrectlyread arrearage as ararrangementand inferred that these payments reflected a
negotiated, arranged payment plan with theservicerunder their bankruptcy plan. As such,
comprehensionof the content provided n the prepetition arrearage box was lofwonly a few
participants were able to articulate what this informatiorwas and that it did not relate to the
payment amount included in the Explanation of Payment Amount box at the top of ttvam.

It is worth notingthat the Chapter 13 forms tested in Round presented a more complex
payment history than theRound 1 forms For example, the Round 1 forms showed that the
hypothetical borrower made both a full prpetition and a full postpetition payment the prior
month, while the Round 2 forms showethe borrower as delinquent on pospetition
payments but having made aimely pre-petition payment.Thisscenariomight have made it
difficult for the Round 2 participants to distinguish betweerhe two categories of paymets.

4.12 Important MessageqChapter 13 Only]

The Chapter 13 forms also included a message that the statement shesvayments
received from the debtor and therustee, that it might not show payments recently sent to
the trustee, andthat it therefore might not be consistent with thetrustee® records. This
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statement was generally welleceived and understoodComments from participants on this
section included

1 @By looking at the statement, the payment you may have sent yesterday may not
have been updaed yet. Their records are different from the trustée Thafs very
helpful. It allows you to know that the statement comes out in a timely manner but
you will not be able to see everything on there because the time that the statement
was sent outo

1 df you made a recent payment, they may not have gotten it so that record may not be
current so the balance could be lowed.

1 oThis statement may not include payments that yéte sent to the trustee lately. As
long as | knowde got a trustee dealing with itl wouldnd worry about itd

1 OYes, this is helpful. Once | get this statemenfiri going to compare to what my
records show and to what the trustee shows and hopefully it all balances out. If not,
itdl provide room for discussiord

1 orhis is helpful; it &ts me know to look over it and [if] | dodhagree with what is there
to contact the trusteed

4.13 Contact Information for the Mortgage Company

When Chapter 7 Participants were asked what they would do if they wanted more
information on the mortgage, nie of the 10 said they would contacthe servicer,Springside
Mortgage, with many of them referencing the customer service number listed on the form.
WhenChapter 13Participants were asked what theyvould do if they had questionson
where to send paymentsor if they believed they had made all their payments, most
indicated that they would contact Springside Mortgage as well. Overall, no participants
expressed concern about contacting the mortgageervicerwith questions or indicated that
they would not beable to find contact information.

4.14 Combined Principal and Interest Disclosure

Chapter 7 and Chapter 13 Participants reviewed\arsion of the form that combined
principal and interest into a single, lump sum figure in the Payment Amount and Past
Payment Breakdown sectionsFourteen of 17 participants €ight of 10 Chapter 7
Participants,six of sevenChapter 13 Participants) preferred to see principal and intereas
separatefigures. Some felt the combined information was streamlined, and very few
inferred that the mortgage company was intentionally withholding information from them
Nonetheless participantssaid that the combined amount did not allow them to determine
how they were progressing on their principatpaymentsand manysaid that it would lead
individuals to believe that the bulk (or at least half) of their payments were going to
principal, whenin this testing scenariothe vast majority of the monthly payment would go
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toward interest. This appeared to be important information for participts, as a few directly
said that they currently look to see how much thé@g paying in interest and toward their
principal when they look at their actual monthly statements. Further, combining the principal
and interest into one figure led a number of padipants to say that they would have to call
the mortgage company to find out more details. Participantsade comments such as

1 d personally prefer it to be split out. Combined is less useful. It makes you think that
[the principal amount] is more than gu should when i combined6fi Chapter 7

1 d always like separate. Now ydie seeing that yode paying more in interest than in
principaliiyoude paying nothing towards your house. Yes, that makes a difference.
[Combined], you have no cluéfi Chapter 7

1 orheyde being more informational by giving a better explanation. If thisy lumped
together, you might think that the§e putting $1,000 down to the principal. You
wouldnd know. I not nefarious, as long as they show you a statement at the end of
the year that shows you everything, but | would like to see a running total each
month.6A Chapter 7

1 dl] like it broken out. On the corhined one, it has it together.fll dond know what my
principal is how do | know how much | pay in interesd?i Chapter13

1 dl] preferit separated. The separated one would make $b you dori@ have to call
and see what each one is individuallgfi Chapter13

5.0 Form Changes: Round 2 to Round 3

5.1 Form Change Overview

After Round 2, changes were made to the Chapter 7 a@hapter 13 forms.Images shown
in the figures inSections5.2 through 5.4 are of the Round3 forms; Round2 forms can be
found in AppendixB.

As a result of Round 2 findings, some of the text of tigankruptcy Noticewas unbolded on
both the Chapter 7 andChapter 13 forms in hopes of distinguishing somiesy information
from the remainder of the message. The horizontal layooft the Bankruptcy Messageon the
Chapter 7Current Pay Brm was eliminated in part becauseblind recall for the bankruptcy
message wha it was at the top was lower than expected he wording of the message on all
forms wasfurther updated to test for clarity and comprehension of some additional
information.

The arrearage box on the Chapter 13 forms was removed from the first form testadd
then added at the bottom of the form in the second and third forms testeddong with
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additional explanatory textAdditionally,all Chapter 13 forms added a parenthetical in the
Explanation of Payment Amount box disclosing the date (8/2015) on whidch the borrower
became delinquent on pospetition payments.Only one roundoverround comparison is
being presented for Chapter 13. This is because most of the Round 3 testing focused on
differences between the Round 3 Chapter 13 forms.
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5.2 Chapter 7: Raind 3 Total PayForm ChangesCompared to Round 2 Total

Pay Form

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive

Mortgage Statement
Statement Date: 8/20/2015

Memphis, TN 38109 Account Number 1234567
Payment Date 9/1/2015
| Payment Amount 53,839.13
I Bankruptcy Message I of Pay
Our records show that either you are a debtor BiicIRal $285146
) Interest $1,048.07
in bankruptcy or you discharged your mortgage £ T di $235.18
loan in bankruptcy. scrow (Taxes and Insurance) &
Regular Monthly Payment $1,669.71
We are sending this statement to you for Total Fees and Charges $160.00
" " . Past Unpaid Amounts $2,009.42
It is not an attempt to impose personal liabilit; Total Payment Amount $3,839.13
on you.
If you want to stop receiving statements, write Account Information
tous. Outstanding Principal $265,544.78
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (7/20 to 8/19)

Date Description Charges Payments
8/13/15 Partial Payment Received* $1,000.00
8/16/15 Late Fee (charged because full payment not received by 8/15/2015) $160.00

Past Payments Breakdown **Account History**
e e Feldy aar Recent Account History
Month to Date 5 .
— « Payment due 5/1/15: Fully paid on time

Priciga) $000\  52,266.95 « Payment due 6/1/15: Fully paid on 7/3/15
Interest $0.00 $6,338.23 « Payment due 7/1/15: Unpaid balance of $339.71
Escrow (Taxes and Insurance) $0.00 $1,411.08 « Payment due 8/1/15: Unpaid balance of $1829.71
Fees $0.00 $160.00 got pavment date O 151660
Partial Payment (Unapplied)* |  $1,000.00 $1,490.00 » Total: $3,839.13 unpaid amount that, if paid, would
Total $1,000.00 $11,508.26 bring your loan current.

If You Are Experiencing Financial Difficulty: See back for
Important Messages information about mortgage counseling or assistance.
*Partial Payments: Any partial payments that you make are
not applied to your mortgage, butinstead are held in a
separate suspense account. If you pay the balance of a partial
payment, the funds will then be applied to your mortgage.

Springside Mortgage
Springside Mortgage

P.0. Box 11111
Los Angeles, CA 90010

1234567 34571892

Payment Amount

IPayment Amount: $3,839.1§

Additional Principal s
Additional Escrow $
Total Amount Enclosed  $

If you are making a payment, make your check
payable to Springside Mortgage.

342359127 DN

Chapter 7 Total Pay Form Changes: Round 2 to Round 3

42

Changed payment
date

The payment date was altered to
better reflect the dates of testing.

° Formatting altered

Parts of the message were
unbolded. The message was also
splitinto three separate
paragraphsinstead of just one.

Liability clause
added

The opersonal | i
was on the alternate version of the
Round 2 forms was added to the
Round 3 Total Pay form.

Account History
wording changed

The wording of the final bulletin

the Account History box was alterec
slightly. It contains the same
information, but in Round 3 is one
sentence.

Payment amount
added

Added the payment amount back to
the payment coupon.

* NOTE:Onlytwo roundoverround
comparisons are being presented
for Round 3, even though Round 3
included a third form, the
Delinquency Disclosure Form. This
is because the Delinquency
Disclosure Form was the same as
the Round 3 Total Pay Form,
except that it included additional
delinquency information.



Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive

Mortgage Statement
Statement Date: 8/20/2015

Memphis, TN 38109 Account Number 1234567
Payment Date 9/1/2015
Regular Monthly Payment $1,669.71
Exnl - D, A
Bankruptcy Message of P
& Principal $386.46
f)ur records show that ‘enher you are a debtor Interest $1,048.07
in bankruptcy or you discharged your mortgage Escrow (Taxes and Insurance) $235.18
loan in bankruptcy. Regular Monthly Payment $1,669.71
1 . Total Fees and Charges $160.00
We are sending this statement to you for o $2,009.42
!nformatlcnal and compljance;pu rpos?s only: It ' Total Balance (Regular + Fees + Past Unpaid)l $3,839.13
is not an attempt to collect a debt against you.

Any payments you choose to make are

luntary. =
yeriniaky Account Information
If you want to stop receiving statements, write Outstanding Principal $265,544.78
to us. Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (7/20 to 8/19)
Date Description Charges Payments
8/13/15 Partial Payment Received* $1,000.00
8/16/15 Late Fee (charged because full payment not received by 8/15/2015) $160.00

*Partial Payments: Any partial payments that you make are
not applied to your mortgage, but instead are held ina
separate suspense account. If you pay the balance of a partial
payment, the funds will then be applied to your mortgage.

Past Payments Breakdown **Account History**
p:ﬂ':::' p:;dD::' Recent Account History ) )
— * Payment due 5/1/15: Fully paid on time

Beiridd) S000: 5226895 o Payment due 6/1/15: Fully paid on 7/3/15
Interest $0.00 $6,338.23 * Payment due 7/1/15: Unpaid balance of $339.71
Escrow (Taxes and Insurance) $0.00 $1,411.08 ® Payment due 8/1/15: Unpaid balance of $1829.71
Fees $0.00 $160.00, L datagll/15.S1 860.7]
Partial Payment (Unapplied)* $1,000.00 $1,490. * Total: $3,839.13 unpaid amount that, if paid, would
Total $1,000.00 $11,508.2 bring your loan current.

If You Are Experiencing Financial Difficulty: See back for

information about mortgage counseling or assistance.
Important Messages

Springside Mortgage
Springside Mortgage

P.O.Box 11111
Los Angeles, CA 90010

1234567 34571892

Payment Amount
Payment Date: 9/1/2015
Additional Principal S
Additional Escrow S
Total Amount $

342359127 DN

If you are making a payment, make your check
payable to Springside Mortgage.

Chapter 7 Current Pay Form Changes: Round 2 to Round 3
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5.3 Chapter 7: Round XurrentPay Form Change€ompared to Round 2
Current Pay Form

° Message realigned

Bankruptcy Message was realigned
to its original position instead of
being stretchedhorizontally across
the top of theform.

Payment
explanation added

An explanation of the total balance
was added to help explain what
was included in that number.

Account History
wording changed

The wording of the final bullet in
the Account History box was alterec
slightly. It contains the same
information, butin Round 3 is one
sentence.

Paymentcoupon
disclosure added

The payment disclosure was re
added to the payment coupon.



5.4 Chapter 13:

Round 3 Form Changes*

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive

Mortgage Statement
Statement Date: 8/20/2015

Memphis, TN 38109 Account Number 1234567
Payment Date 9/1/2015
Payment Amount $3,569.88
If of Pay
Our records show that you are a debtor in (?os_t-Petmon Payment)
ankruptcy. This statement is being sent to you for Principal $511.63
informational and compliance purposes only. It is Interest $1,053.31
not an attempt to impose personal liability on you. Escrow (Taxes and Insurance) __ $375.00 |
Regular Monthly Payment $1,939.94
If your bankruptcy plan requires you to send your regular Total Fees and Charges $190.00
monthly mortgage payments to the Trustee, you should Unpaid Amount (past due since 08/01; $1,439.94
pay the Trustee instead of us. Please contact your Total Payment Amount $3,569.88
attorney or the Trustee if you have questions.
The Payment Amount does not include any amount that was I
If you want to stop receiving statements, write to us. past due before you filed for bankruptcy.
Account Information
Outstanding Principal $269,126.91
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (7/20 to 8/19)

Date Description Charges Payments
8/10/15 Partial Payment Received* $336.43
8/13/15 Partial Payment Received* $500.00
8/16/15 Late Fee (charged because full payment not received by 8/15/15) $190.00
kd of Past Important |

Paid Paid Year to "
This statement may not show recent payments you sent to the
Last Month Date
— Trustee that the Trustee has not yet forwarded to us. Please

Principal $0.00  $3,926.91 contact your attorney or the Trustee if you have questions.
Interest | so000 $8,592.62
Escrow (Taxes and Insurance) $0.00 $3,000.00 *Partial Payments: Any partial payments listed here are not
Fees $0.00 $0.00 applied to your mortgage, but instead are held in one or more
Partial Payment (Unapplied)® | $836.43 $1,251.53 separate suspense accounts. Once we receive funds equal to
Total $836.43 $16,771.06 a full monthly payment, we will apply those funds to your

mortgage.

Total Claim Amount
Paid Last Month

Total Paid During Bankruptcy
Current Balance

Summary of Amounts Past Due Before Bankruptcy Filing (Pre-Petition Arrearage]

This box shows amounts that were past due when you filed for bankruptcy. It may
also include other allowed amounts. The Trustee is sending us the payments

$10,765.88

Springside Mortgag

Springside Mortgage
P.0. Box 11111
Los Angeles, CA 90010

Payment Amount
¥ ptcy plan requiresy: Pay Date: 9/1/2015
your regular monthly mortgage payments to Payment Amount: $3,569.88
the Trustee, do not send your payment to us.
Instead, you should send your payment to the ‘Additional Principal s
Trustee.
Escrow S
Total Amount
Enclosed $
If you are sending us a payment, make your check
payable to Springside Mortgage.
1234567 34571892 342359127 DN

Chapter 13 Form Changes: Round 2 Base to Round 3 Arrearage
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Moved top
disclaimer

The top disclaimer about the payment
amount not including prebankruptcy
debt was relocated to the Post
Petition Payment box to better
facilitate understanding.

° Formatting altered

The statement about how to stop
receiving notices was moved to its
own paragraph at the end.

Boxes realigned

The Important Messages and the Pre
Petition Arrearage boxvere switched
to allow inclusion of more information
and to better facilitate understanding
by separating the PréPetition
Arrearage information from the other
information about past payments.

° Header changed

The PrePetition header was changed
to include more explanatory
information.

Total Claim
Amount added

A fourth amount was added to the
PrePetition Payment box.

° Explanation added

Explanatory text was added to the
Pre-Petition Arrearage box to explain
more about those payments.

Payment coupon
disclosure added

The payment disclosure was radded
to the payment coupon.

*NOTE: Only one rounebver+ound
comparison is being presented for
Round 3. This is because most of
the Round 3 testing focused on
differences between the Round 3
Chapter 13 forms; not as much
interest was given in comparing
Round 2 to Round 3 forms. The
comparison given is between the
Round 2 Base Form (the first form
tested in that round) and the Round
3 Arrearage Form (the second form
tested in that round).



6.0 Round 3

6.1 Forms and Methodology

Round 3was heldin Chicaggq lllinois. As in Rounds 1 and 2,lte Chapter 7 forms presented

a scenario in which the consumer was behind on mortgage payments. The consumer had
made a partial payment during the prior billing cycle and had been charged a late fee for not
making the full payment by the end of the grace period. A series of blind recall questions
were asked after the participants initially reviewed the form, asking them tecall the forn@
purpose, what they would do if they received this notice while in bankruptcy, and whether
the form stated anythingabout their being in bankruptcy.

Three Chapter 7 forms were tested: aotal PayForm a CurrentPay Formand a
Delinquency Disclosure form. Thelotal PayFormwas shown first, followed by th€urrent
Pay Formand the DelinquencyDisclosure form.The forms can be found in Appendix C.

As shown in the figures in Section 6.2he Round 3 Chapter 7 forms differed from each
other in the following ways:

1) TheTotal PayFormlisted the Payment Amount as theéotal amount outstanding
(including past due amounts)while the CurrentPay Formlisted the Payment Amount
as only the regular monthly paymenSSimilar toRounds 1 and 2, the Cuent Pay
Form tested whether participants understood that they were behind on the mortgage
even if the Payment Amount included only the regular monthly payment, but not any
past unpaid amounts.

2) TheCurrentPay Form added a&tatement about payments being wluntary to the
Bankruptcy Message that thé otal PayFForm did not have.

3) The Explanation of Payment amount box on ti@urrentPay Form referred to the
Total Payment Amount as the Total Balance and aladded a parenthetical
specifyingwhat that amount induded (Regular + Fees + Past Unpaid).

4) TheTotal PayForm had a payment amount on theaymentcouponwhile the Current
Pay Form did not.

5) TheDelinquencyDisclosure form was similar to thél'otal PayForm, but also had the
following additional information:

a. A disclaimer about when payments had to be received to avoid a late fee, and
how much this late fee would be, was included at the top of the form. The
same disclaimer was also added to thpaymentcoupon.

b. The worddduedwas added to the top so that the Byment Date became
oPayment Due Datéand the Payment Amount becaméAmount Dued

c. The Account History section was renamed to Delinquency Information.
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d. The Delinquency Information section had additional information, such as how
many days theborrowerhas been delinquent and what could happen if they
did not bring their loan current (a., fees and foreclosure).

In Round 3, eydracking glasses were used to capture participanieye movements when
interacting with the Chapter 7 forms. Eymovement data proviles an additional level of
insight into participantexperience with the forms. Eye movements consist of fixations,
which occur when the eye is relatively still, and saccades, which are the rapid movements
between the fixations; a fixation is very shortypically0.1 to 0.5 seconds in duration. Gaze
plots are then used to visualize the eymovement fixations captured by the glasses. Gaze
plots visualize fixations from individual participants. The numbers on the gaze plot circles
correspond to the order inwhich the fixations occurred. The size of the circle on a ggalet
corresponds to the length of the fixation duration; larger circles represent fixations with
longer durations. The lines on a gaze plot connect the order in which the fixations occurred;
longer lines between fixations typically signify a participant who scanned, while shorter lines
typically signify a participant who reathe material closely Chapter 7 form eydracking data
for Round3 can be found in AppendiE.

The Chapter 13 forms preented a scenario in which the borrowemade a partial payment
of $500 on the prior month® periodic (postpetition) payment, thus resulting in a @st due
amount and a late fee Additionally,the first form tested (the No Arrearage Forngid not
include any pre-petition arrearagebox and so did not disclose the arrearag@e starting or
current balance This scenario was used to test whether participants understood that they
had a past due amount and, if so, whether that amount related solely to pgmtition
amounts due during the bankruptcy caseThis also allowed us to examine whether
participantsdconfusionregardingthe Chapter 13 forms in previous rounds waat least in
part caused by the inclusion ofny pre-petition arrearageinformation (a scenario na all
participants hadpersonalexperience with) or other aspects of the form. The Chapter 13
forms in this round showed that the borrower had continued to repay the gretition
arrearage through the trustee. A series of blind recall questions were askadter the
participants initially reviewed the form, asking them to recall the folpurpose, what they
would do if they received this notice while in bankruptcy, and whether the fostated
anything abouttheir being in bankruptcy.

Three Chapter 13 forns were tested in this round: a No Arrearage Form, an Arrearage Form,
and an Alternate Arrearage Form. The No Arrearage Form was shown first, followed by the
Arrearage Form and the Alternate Arrearage Forithe forms can be found in Appendix C.

As shown inthe figures in Section 6.3the Round 3 Chapter 13 forms differed from each
other in the following ways:
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1) TheNo Arrearagd~ormdid not have any information about the preankruptcy debt
(the amount the recipient was behind on their mortgageefore filing). TheArrearage
Formadded an arrearage box, calledSummary of Amounts Past Due before
Bankruptcy Filingdwhich contained information about the prebankruptcy debt,
including the total claim amount, the amounpaid in the previous month, the total
paid so far since filing for bankruptcy, and the current balance still due on the pre
bankruptcy debt.It also included a narrative explanation of the prgetition
arrearage stating that the prepetition arrearage box showed amounts that were past
due when theindividual filed for bankruptcy andnight also include other allowed
amounts.

2) TheAlternateArrearage Fornwas very similar to theoriginal Arrearage Formbut it
added a clauseto the narrative explanatiorstating that the amounts in this box were
separate from their regular monthly mortgage payments.

By Round 3 of testing, most overarching issues had been identified and at least partially
addressed. Therefore, questions regarding certain disclosures that participants readily
understood in the first two ounds (as well as in the 2012 testing), such as the general
account information, were omitted to allow additional time to probe certain bankruptcy
specific form issues, such as the language of the Bankruptcy Notices and the placement
and content of the arearage box on the Chapter 13 form.
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6.2 Form Difference OverviewChapter 7

Form Difference Overview

Total Pay Form

Current Pay Form

Deling. Disclosure Form

Payment amount differed

oVoluntaryé st
added

Payment amount
explanation added

Payment amount removed
from payment coupon

Additional disclosures

0 Payment amount differed

Account Number 1234567
| Payment Date 9/1/2015
Payment Amount $3,839.13
Account Number 1234567
Regular Monthly Payment $1,669.71

TheTotal Pay Fornasked participantsto pay the
full $3,839.13 due, which was inclusive of their
regular monthly payment, total fees and charges,
and past unpaid amountqtop). The Current Pay
Formasked participants only for theegular
monthly payment amount of $1,669.71(bottom).

° Voluntary statement added

Bankruptcy Message

Our records show that either you are a debtor
in bankruptcy or you discharged your mortgage
loan in bankruptcy.

We are sending this statement to you for
informational and compliance purposes only.
Itis not an attempt to impose personal liability
on you.

If you want to stop receiving statements, write
tous.

Bankruptcy Message

Our records show that either you are a debtor
in bankruptcy or you discharged your mortgage
loan in bankruptcy.

We are sending this statement to you for
informational and compliance purposes only. It
is not an attempt to collect a debt against you.
Any payments you choose to make are
voluntary.

If you want to stop receiving statements, write
to us.
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The Total Pay Form (left)
stated that
attempt to impose
personal |[|ia
the Current Pay Form
(right) stated that it was
onot an atte
a debt. 6 Th
Form also contained the
phrase 0Any
you choose to make are
voluntary. é



° Payment amoungexplanation added

Explanation of Payment Amount

Principal $386.46

Interest $1,048.07

Escrow (Taxes and Insurance) $235.18
Regular Monthly Payment $1,669.71

Total Fees and Charges $160.00

It ounts
Total Payment Amount

$3,839.13I|

Explanation of Payment Amount

Principal $386.46

Interest $1,048.07

Escrow (Taxes and Insurance) $235.18
Regular Monthly Payment $1,669.71

Total Fees and Charges $160.00

|I Total Balance (

Lnte
Regular + Fees + Past Unpaid)  $3,839.13 I

The Current Pay Form (right) added a parenthetical statement explaining that the
total balance is equal to the above listed regular payment, fees, and past unpaid

amounts.

0 Payment amount removed fronpayment coupon

Payment Date:
Payment Amount:

9/1/2015
$3,839.13

Payment Date:

9/1/2015

Additional Principal o}
Additional Escrow $
$

Additional Principal $
Additional Escrow S
$

Total Amount Enclosed

Total Amount Enclosed

If vou are makine a navyment make vour check

The payment amount was
included onthe payment
couponin the Total Pay
Form (left), but not on the
Current PayForm (right).

°Additional disclosures added

Account Number 1234567

Payment Due Date 9/1/2015

If payment is received after 9/15/15, 5160 Iate fee will be charged.

**Delinquency Information**

You are late on your mortgage pavmtnt;Qallure to bring
your loan current may result in fees and foreclosure—the
loss of your home. As of August 20, you are 51 days
delinquent on your mortgage loan.

Recent Account History
* Payment due 5/1/15: Fully paid on time
* Payment due 6/1/15: Fully paid on 7/3/15
e Payment due 7/1/15: Unpaid balance of $339.71
* Payment due 8/1/15: Unpaid balance of $1829.71
o Current payment date 9/1/15:$1,669.71
* Total: $3,839.13 due. You must pay this amount to bring
your loan current.

If You Are Experiencing Financial Difficulty: See back for
information about mortgage counseling or assistance.

loan.
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The Delinquency Disclosure Form had a disclaimer
at the top and on the payment coupon (not pictured
informing participants when a late fee would be
incurred, and how much the fee would be.

The Account History box was changed to a

Delinquency Information box, which contained two

pieces of additional information:

a) That failure to bring their loan current could
result in fees and foreclosure.

b) They are 51 days delinquent on their mortgage



6.3 Form Difference OverviewChapter 13

Chapter 13 Round 3 Form Difference Overview

° Arrearage box added
Arrearage box content
altered

No Arrearage Form Arrearage Form Alternate Arrearage Form
0 Arrearage box added
Summary of Amounts Past Due Before Bankruptcy Filing (Pre-Petition Arrearage)
Total Claim Amount $12,111.60 | This box shows amounts that were past due when you filed for bankruptcy. It may
Paid Last Month $336.43 | alsoinclude other allowed amounts. The Trustee is sending us the payments
Total Paid During Bankruptcy $1,345.72 shown here.
Current Balance $10,765.88

The No Arrearage Form did not contain any arrearage information or box. The Arrearag
Form featured the addition of the arrearage information (above) that contained the total
claim amount, what was paid last month, the total paid so far in bankruptcy, and the
current balance. The box also contained some explanatory text.

° Arrearage box content altered

The Alternate Arrearage Form
e Bankruptcy Filing (Pre-Petition Arrearage) b dded .
This box shows amounts that were past due when you filed for bankruptcy. It may ( Ottom) a €d a Sentence Statlng !

also include other allowed amounts. The Trustee is sending us the payments C) T h ese ar e s e p ar at
shown here.

regular monthlymortgage

payment 6

rcy (called Pre-Petition Arrearage)

This box shows amounts that were past due when you filed for bankruptcy. It

may also include other allowed amounts on your mortgage loan. The Trustee
is sending us the payments shown here. | These are separate from your regular

monthly mortgage payment.
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6.4 ParticipantsSExperience with Mdgages and Bankruptcy

In Round 3, 12 participants reported that they had a mortgage when they filed for
bankruptcy. Four of those participants said that they gave up the house while in (or near)
their bankruptcy, while eight participants kept their homethirough the bankruptcy process.

Virtually all participantsjncluding both Chapter 7 Participants and Chapter 13 Participants,
expressed positive sentiments towards receiving these forms, particularly if they were trying
to keep their homes. Some examplesf these positive comments included:

1 df youde in bankruptcy, yode probably trying to take yourself back to a place where
youde out of debt or out of a situation where you cdinmake your payments. | would
appreciate these statements and would want tknow that even if | wasi current, |
was aware of what was going oan Chapter 7

1 dDefinitely [would rather receive them]. You know what your bottom line is and you
know what the amount due is and how to exercise your optioas. Chapter13

1 dI would ratrer] receive them. This lets me know which war headingo
i Chapterl3

Only a fewparticipants indicated that they would rather not receive the forntekemselves or
would not want to receive them frequently

1 dl] dond think they wouldneed to see them every month; maybe on a quartg level
would be very helpfubfi Chapter 7

1 d&Send [the forms]to my attorney, make sure that ther& no confusion or
miscommunication6fi Chapter 13

6.5 Bankruptcy Notice

Four ofsevenChapter 7 Participans generally recalledwhile the form was turned overjhat
the form included something aboutheir being in bankruptcy; however, few remembered the
specific details Four ofsevenChapter 7 Participans said that they preferred theCurrent
PayForm& bankmptcy statement over theTotal Pay Brm& statement when comparing the
two sideby side because of the plain languagen the Current Pay Form indicating that the
form wastnot an attempt tocollect a debthand that any payments wergvoluntary.0

Participantsbunderstandingof some formglanguage aboutovoluntaryd paymentsevolved
across the three roundsin Round 3 three of sevenChapter 7 Rarticipants reviewing the
Current Pay Forninterpreted the dvoluntarydlanguageas meaning that they could negotia
with the servicerfor how much they could pay, or that they could make partial payments
without penalty. Other participants interpreted thevoluntarydlanguageto mean that the
servicerwas telling them they could pay extra funds if they would like tayoff their
mortgage faster. Those who did understand thatended meaning of theovoluntaryo
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languagsdii.e., that the servicer could not compel a payment from the participa@were still
confused as to how paymentsould be dvoluntanydif they needed to m&e the payments to
keep the home; these participantsaid that it seemedlike a legal requirement to include
this languageon the notice. Participantéresponses to theovoluntarydlanguage included

1 AWede not demanding a payment. We hope you pay. Thiadsa final opportunity to
save yourself; it softens the letted
1 OYou could ignore it if you wanted to stop making payments and start living in a tént.

Participantsddiffering reactions to thedvoluntarydlanguage appeared to affect which version
of the Bankruptcy Message they preferred. Those who preferrége Current PayForm
Bankruptcy Messagegenerally responded positively to itevoluntarydlanguage Conversely
those whopreferredthe Total Pay Brm& Bankruptcy Messagéwhich did not reference
ovoluntaryd paymentsidid sobecause they found theCurrent Pay Brmé& ovoluntaryd
language to be confusingOverall as in prior rounds, many participantdad different
interpretations ofthe ovoluntarydlanguage,and it swayedtheir preferencesfor a particular
form& Bankruptcy Message

While some participants appeared to understanthe dmpose personal liability languageon
the Total Pay Formmost stillexpressed some confusion ovet. Participants experiencing
confusionexpressd uncertainty about its meaning that it sounded too much likelegalese,
or that they thoughtother people would have problems with this statementExamples of
participantsdstatements about this language include

1 OYoude not personally liabléthe bankruptcy court would have fial say in wha
going on6fi Chapter 7

9 oThis isrii a shakedown, it just a personal way to understand whét going on, but
they want their moneydfi Chapter7

1 dThe liability sentence] is kind of confusing. Not an attempt to say thanlliable to
pay down the loan6fi Chapter7

Chapter 7 Participantggenerally comprehended the phrasenot an attempt to collect a
debt,6 offering more straightforwardinterpretations:

1 oThey card make you paydéfi Chapter 7

1 oTheyde not making me pay my debd.fi Chapter 7

1 orheyse not looking for money, but they attached a payment stub anyways in case
youwanted to pay themdi Chapter 7

However, two participants did still express some confusion:

9 oNot sure. They would@ send it to you if they didd want a check in returnMaybe
they donid want you thinking that the@e sending you asettle updamount in order to
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avoid going to jail. It is an attempt to collect a debt, but thég not turning it over to
a debt collector. This is not the final attempt to get the money froypou. Just
informational advisorydfi Chapter 7

1 dt& a monthly payment, but the§ie not asking for the total amount. . This one
would almost be a second notice if | missed that paymeafi Chapter 7

For Chapter 13Participants, the modified language abouthe bankruptcy plan @f your
bankruptcy plan requires you to send your regular monthly mortgage payment to the
Trustee, you should pay the Trustee instead of.@shelped comprehension of this form with
five of six participants who were specifically aséd recalling this informationwhile the form
was turned over Participants said:

1 dt says that if your plan requires you to send the payment to the trustee, then don
send [it] to them. This means that you shouldihsend it to Springsided

1 dt says thatif your bankruptcy plan requires your payments to be sent to the trustee,
then do that. If they told you to do it, then do .

1 dda follow whatever the initial layoufof the plan]was, because thafs what was
agreed too

6.6 General Account Informatio

Because of high comprehensiorelated to general account informationn Rounds 1 and 2,
as well as inthe 2012 testing, questions regarding the interest rate, outstanding principal,
and prepayment penaltywere omitted to allow additional time to probe again bankruptcy
specific form issues, such as the language of the Bankruptcy Notices and the placement
and content of the arrearage box on the Chapter 13 form.

6.7 Current Payment Due and Due Date

Nearly all 6ix out of seven) Chapter 7 Participants wer able to identify the correcPayment
Date on each ofthe forms when askedMost Chapter 7 Participants correctlgaid that the
Total Pay Form and Delinquency Disclosures Form were asking them to pay $3,839.13.
However, as in Round 1 and 2, participantsad varying responses about how much the
Current Pay Form was asking them to pay: twited the $1,669.71 amount listed in the
Payment Amount boxtwo noted the $3,839.13 amount listed under the Explanation of
Payment Amountand threesaid it wasunclearto them how much they were being asked to
pay that month.

The Chapter 7Delinquency Disclosurd-ormused the phrasestAmount Duedéand cDue
Datedinstead of dPayment Amounté and dPayment Date.6 All sevenChapter 7 Participans
expressed a preference for théanguage used in theDelinquency Disclosuré-orm (GAmount
Duebdand dDue DatéversusoPayment Daté and dPayment Amound) because of the
inclusion of the wordadue.6 Participants noted thatddued made it clearer that this was an
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upcoming payment, not a rstorical one(this theme built on commentsmade in Round 1 of
testing). Some noted that they usually scan documents quickly for the waxdlie,6 so the
word would be a helpful addition to themThese m@rticipants said:

1 d like having the due date; they hidlght it on regular billsd

1 dDue means that | have to get it to them by that date @tmore powerful. This is
better because it must be in their hands by that daté.

1 orhe word due, when ydie paying people back, ther@ a commonality in that word)

{ dDue date. It needs to be clear for me. It would pop out for nge.

Nearly allChapter 13 Participantswere able to identify the correct Payment Daten each of
the Round 3 formswhen asked Most Chapter 13Participants understoodthat they were
being askedto pay$3,569.88 onthe No Arrearage 6rm. However,consistent with the
findings regarding theChapter 7 Current Pay Fornsome Chapter 13 Participants expressed
confusion regarding how much the Alternate Arrearage Form was asking them to payf.

the participants cited the $1,939.94 amount listed in the Payment Amount boxyhile the
other half said that they owed a total of $3,469.88.

In addition,some Chapter 13Participants wrongly concluded that their pogbetition

payments included amounts that were gst due when they filed for bankruptcy. This seemed
to be because they savaunpaid amountin the postpetition payments and forgot that

those amounts in that box were only for pogtetition payments.Most participants were able
to discern the difference letweenthe amount they were being asked to pay in the current
month and the PrePetition Arrearageinformation at the bottom Only one participandid not
comprehend that the boxes were referring to separate paymentsny confusion about this
point did notappear to interfere withmost participantsdunderstanding of how much they
should pay.

6.8 Transaction Activity andPast Payments

Overall, participants were able to use th€ransaction Activityand Past Payments Breakdown
sections of both versions of the&Chapter 7 form to locate information on fees and past
payments. All of theChapter 7 Participans who wereasked whether they had been charged
fees and for whatwere able tocorrectlyanswer those questions.

All butone Chapter 7 Participantwas also abk to locate and correctly interpret the partial
payment disclaimer, which informed participants that partial payments are not applied to
the mortgage balance, but are instead held in a separate suspense accouhhe remaining
participant did not notice ths statement and, as a result, was unclear on how payments
were being applied.

Some Chapter 13Participants were asked whether the amount they were beimgquested
to pay included any fees. The majority of these participants (all but one) identified tHaeit
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payment amount included past fees. When asked whether this amount included payments
that were missed during the bankruptcy case, the majority correctly identified that the
Payment Amount included unpaid amounts.

In this round,Chapter 13 Participantsvere also asked when they had failed to make a
payment due during bankruptcy. Most participants correctbaid that they had failed to

make the full payment that was due on August 1. The different language describing this date
on the No Arrearage Formgfast due since 08/01/2015¢) and the Alternate Arrearage Form
(cdating from 08/01/ 20150) did not appear to affect participantdunderstanding of when

they failed to make a payment.

The Chapter 13Alternate Arrearage Forrseparated the partial payments intseparate
suspense accounts (one for prpetition and one for posipetition partial payments). Some
participants easily understood why and this seemed to facilitate comprehensioftioe
difference between the prepetition and postpetition payments in theTransaction Activity
box. However, some did not grasp that these were separate accour@eme prticipants
also seemed confused as to whether the money wamid before or after bankruptcyor if it
was going intopre- and postbankruptcy debt suspense accants. Overall, even with some
confusion, participants understood that the amounts listed here were being held in
suspense.

6.9 Account History [Chapter 7 Only]

Comprehensionof the Account History information was high in Round 3, with the majority of
participants correctly identifying the amount needed to bring their loan current and the fact
that they missed previous payments (both presented in the Account History box).

Four ofsix participants expressed a preference fabAccount Historg over dDelinquercy
Informationd and noted thatthey considereddDelinquency Informatiod more threatening
because it focused on the fact that they were overdue. Additionally, at least one participant
noted that the labeldDelinquency Informatiod®was incorrect because théox showed full
payments in the transaction history section in addition to delinquent payment information.
Examples of what participants said about this section included:

1 d know Bn delinquent, | dordi need to read it. | think that account history is nas
threatening and its clearerd

1 dla@ rather see] Account kktory, but you could add a delinquency notice to the
Account History columno
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6.10 Late Fee and Delinquenc$pecific Disclosures [Chapter 7 Only]

The thirdChapter 7form (the Delinquency Diclosures Form)ntroduced a number of
additional disclosures, most of which were received positively. Participants immediately
noticed and comprehended that the $160 late fee would be assessed after 9/12015.
Participants preferred having this late feenformation on the form and did not find it
threatening.However, their answers were mixed as to whether they found the information
on how many days they were delinquent helpfiarticipants understood the disclosure and
generally foundit useful, but it was not immediately clear tothem why it was included or
how they would use it. Mosparticipants said that they would already have this information
or know it sincethey were making the paymentsParticipants also understood the
disclosure stating that faiure to bring the loan current could result ifees and foreclosure
Akhough moreparticipants found this disclosure threatening tharfound the other additional
disclosuresthreatening, most participants still preferred having additional information about
potential fees and foreclosure as it clarified the consequences of ngayment In all, most
participants expressed a preference for receiving the delinquensgecific disclosures if
these disclosures applied to them, witlsix of sevenpreferring to receve the late fee
disclosure, allsevenpreferring to see how many days delinquent they were, afide of
sevenpreferring to receive thepotential fees and foreclosure information.

6.11 Information on Mortgage Counseling and Assistanf@hapter 7 Only]

Allof the Chapter 7 forms tested included language in the Account History tsbating, df

You Are Experiencing Financial Difficulty: See back for information about mortgage
counseling or assistanca& Five of the seven Chapter 7 Participantsere askedwhat they
would do if they were having trouble paying their mortgage, and faesponded bynoting

the statement on the formstating that more information on this was provided on the back of
the form. The remaining participant said that there was no informati@bout this on the
form, and that he would call customer service.

6.12 PrePetition Arrearage [Chapter 13 Only]

Participants immediately noticed the addition of the prpetition arrearage boon the
Arrearage Formand generally(and correctly) interpreted its purpose and contentsNine of
the 10 respondents were able to provide a description indicating that they understood that
this displayed the amount they were behind when they filed for bankruptéjowever,
participantsdinterpretation of the box couldoe due to the fact thatthey were led to conclude
that the form might differ from the first form which did not include this information
Participants generally understoodhat the trustee was making these paymentt the
servicer. Participants also said hat the pre-petition arrearage informationwas helpful with
some saying

56



1 dt shows the amounts that were past due when | filed. And then says that trustee is
sending the payments shown here.hE trustee doesri let you know. They just take
the money anddisperse ito

1 OYou vant to see that your payments are begnpaid. | think you only get a simonth
or oncea-yearstatement from the trustee. #n sure theyde paying it, but yode
always hopingd

Most of the other participants, while not specifically refeng to the trustee in this
discussion, generallydentified the trustee as the person making payments during the
bankruptcy. As one of those participants said when asked who was making payments to
Springside Mortgage¢The trustee did. Thak who | givemy money tod

Regarding theexplanatory text participants generally preferred the statement in the
Alternate Arrearage Forrbecause it indicated thatdthese are separate from your regular
monthly mortgage paymené Threeof the 10 participants indicated hat they did not know
or were not sure what thdabel ¢gpre-petition arrearage meant, but were still able to
understand what was being shown in that sectigsince it was defined earlier in the title of
this section. A few participants noted that this labevas redundant but the redundancy did
not interfere with their understanding of the information in this section

6.13 Contact Information for the Mortgage Company

When Chapter 7 Participants were asked what they would do if they wanted more
information on the mortgage all sevensaid they would contact Springside Mortgage, with
many of them referencing the customer service number listed on the for@hapter 13
Participant were not specifically askedhis question, but whenasked whom they would
contactif they believed they had made all their paymentsix of the10 respondents

indicated that they would contact Springside Mortgage (the remaining participants indicated
that they would contact their trustee or attorneyfOverall, no participants expressedoncern
about contacting the mortgage company with questions or indicated that they would not be
able to find contact information.

7.0 Conclusions

The CFPB sought to create and teperiodic statementforms as part ofits November 2014
NPRM, whichncluded proposed amendments to Regulation& periodic statement
requirementsregarding consumers in bankruptcyThe NPRM included proposedasnple
forms. Following the NPRM, the proposexhmple forms, as well as modified versions of
those forms,were tested n an iterative process to determine borrowegseactions to the
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forms, whether they would comprehend the information included in these statements, and
how to best present information in a usefriendly way. As such, comprehension, attitudinal
reactions, ard perceived utility of these forms ere tested across three rounds. ©ss-
cutting themes across these rounds included:

1)

2)

3)

4)

5)

6)

Participants generally prefeed to receive these statements, rather than not receive
them, if they had a mortgage while in bankruptcyhik was particularly true if they
wished to keep their house.

Participants generally preferred on-technical language, especially for the Chapter 13
forms (though some participants, particularly in Round 1, understood and preferred
more technical language)Examples of technical language that led to some
comprehension problems includestatements aboutampogfing] personal liability , 6
Opre-petitionp a y me and @osEpetition arrearaged Using plainlanguage
statements, such asccollect a debtband camounts due before bankruptcy 6
conveled the informationwhile seeming toalleviatep a r t i cconfusiant s &
Statements that the payments wer@voluntaryd were subject to varying
interpretations by participantsand did not facilitate comprehension as most
participants already undestood that they could choose not to make payments but
that the consequence would be losing the home

In addition to the Payment Amount box gpticipants lookedto both the payment
couponand the Explanation of Payment Amount boxés help understand how nuch
they were being asked to pay in a particular month.

Clear informationabout consequencesof norHpaymenti althoughthis information
can appear somewhat threateningj helped participants understand their various
courses of action and what would happen if #y did not take action. In fact, some
participants wanted even clearer, more direct language about these consequences.
This remained true for the delinquency informatiorested in Round 3 participants
wanted to know exactly what the late fee was and whérwould be assessed.

The distinction between pospetition payments and prepetition arrearage payments
was not always immediately clear to participant®articipants immediately noticed
the distinction inRound 3, wherethe first form did not contain anyinformation on
pre-petition paymentsbut the secondform did. In other rounds, participantgook
longer to, or were sometimes unable to, comprehend the distinction. Overall,
participants inRounds 1 and 3 generally understood the preetition arrearage
disclosuresand that these disclosuresrepresented a separate stream of payments
from the postpetition payments while participants in Round® struggled to
comprehend the prepetition arrearage informationHowever, this is one area where
the context of teding is important to keep in mind. Participants undergoing
bankruptcymight know whetherthey are behind on their paymentsefore filing for
bankruptcy and, as suchmight be ableto identify this information on a mortgage
statement and interpret why it wa there.
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7) Similarly, the forms tested in this scenario included many things that would not
necessarily appear on each borrowér statement (e.g., arrearages, late fees, et¢.)
and thus not all participants may have had experience with tee situations The
forms also included standard eces of information that would appear on each
borrowei® statement (payment amount, bankruptcy statement, etc.and
comprehension of this standard informationvas high.

59



Appendix A: Round 1 Forms

A1 Chapter 7 Proposed-orm

Springside Mortgage Mortgage Statement
Customer Service: 1-800-555-1234 Statement Date: 3/20/2015
www.springsidemortgage.com
Account Number 1234567
Jordan and Da}'\a Smith Payment Date 4/1/2015
4700 Jones Drive
Memphis, TN 38109 Payment Amount $4,339.13
Bankruptcy Notice Expl ion of Pay it A
Our records reflect that you are presently a Rrincipal $386.46
. 5 Interest $1,048.07
debtor in an active bankruptcy case or you
2 o s s Escrow (Taxes and Insurance) $235.18
previously received a discharge in bankruptcy.
This statement is being sent to you for Regular Monthly Paymant $1,669.71
informational and compliance purposes only. It Total -Fees and Charges $410.00
should not be construed as an attempt to collect Unpaid past payments $2,259.42
a debt against you personally. Total Payment Amount $4,339.13
Account Information
Outstanding Principal $264,776.43
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)

Date Description Charges Payments
3/13/15 Partial Payment Received* $1,000.00
3/16/15 Late Fee (charged because full payment not received by 3/15/2015) $160.00
3/19/15 Property Inspection Fee $250.00

Past Payments Breakdown **Account History**
Raid: Last Paid Year Recent Account History
Month to Date . .
—_ e Payment due 12/1/14: Fully paid on time
Principal $0.00 $383.31 e Payment due 1/1/15: Fully paid on 2/3/15
Interest $0.00 $1,051.22 o Payment due 2/1/15: Unpaid balance of $589.71
Escrow (Taxes and Insurance) $0.00 $235.18 o Payment due 3/1/15: Unpaid balance of $2,079.71
Fees $0.00 $410.00 e Current payment date 4/1/15: $1,669.71
Partial Payment (Unapplied)* $1,000.00 $1,490.00  Total: $4,339.13 unpaid amounts.
Total $1,000.00 $3,569.71
If You Are Experiencing Financial Difficulty: See back for
Important Messages information about mortgage counseling or assistance.
*Partial Payments: Any partial payments that you make are
not applied to your mortgage, but instead are held ina
separate suspense account. If you pay the balance of a partial
payment, the funds will then be applied to your mortgage.
Springside Mortgage [ iyouare curentiya paryina Payment Amount
. bankruptcy case and you choose to Payment Date: 4/1/2015
Springside Mortgage make a voluntary payment, detach and Payment Amount: $4'339‘13
P.O.Box 11111 return bottom remittance portion with
Los Angeles, CA 90010 your pfzvment. Make any checks payable Additional Principal S
toprngslde Mortgee: Additional Escrow S &
Total Amount Enclosed  $ 5
1234567 34571892 342359127 DN
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A2 Chapter 7Current PayForm

Springside Mortgage Mortgage Statement
Customer Service: 1-800-555-1234 Statement Date: 3/20/2015
www.springsidemortgage.com

Account Number 1234567
Jordan and Da.na Smith Payment Date 4/1/2015
4700 Jones Drive %
Memphis, TN 38109 Payment Amount $2,079.71

*The Payment Amount does not include any past due
This statement is for information only. We amounts. Those are listed in the Account History section.

are not trying to collect a debt against you
personally.

Explanation of Payment Amount

Our records show that you recently filed for Principal $386.46
bankruptcy or you already have a discharge. Interest $1,048.07
Although your legal duty to repay the loan may Escrow (Taxes and Insurance) $235.18
be discharged, we .stlll have a lien on the Regular Monthly Payment $1,669.71
property and the right to foreclose on the S otalF d ch $410.00
property if the loan is in default. atal Feesian arges _—
Total Payment Amount $2,079,71
Account Information
Outstanding Principal $264,776.43
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)

Date Description Charges Payments
3/13/15 Partial Payment Received* $1,000.00
3/16/15 Late Fee (charged because full payment not received by 3/15/2015) $160.00
3/19/15 Property Inspection Fee $250.00

Past Payments Breakdown **Account History**
Pai Last Paid Yoar Recent Account History
Month to Date g )

— * Payment due 12/1/14: Fully paid on time
Principal $0.00 $383.31 e Payment due 1/1/15: Fully paid on 2/3/15
Interest $0.00 $1,051.22 e Payment due 2/1/15: Unpaid balance of $589.71
Escrow (Taxes and Insurance) $0.00 $235.18 o Payment due 3/1/15: Unpaid balance of $2,079.71
Fees $0.00 $410.00 e Current payment date 4/1/15: $1,669.71
Partial Payment (Unapplied)* $1,000.00 $1,490.00 * Total: $4,339.13 unpaid amounts.
Total $1,000.00 $3,569.71

If You Are Experiencing Financial Difficulty: See back for

Important Messages information about mortgage counseling or assistance.

*Partial Payments: Any partial payments that you make are
not applied to your mortgage, but instead are held ina
separate suspense account. If you pay the balance of a partial
payment, the funds will then be applied to your mortgage.

Springside Mortgage If you filed for bankruptcy and Payment Amount
you choose to make a payment: pavme nt Date: 4/1/2015
Springside Mortgage o
S0 S s sy e st Payment Amount: $2,079.71
Springside Mortgage.
Los Angeles, CA 90010 Additional Principal $
Additional Escrow $
Total Amount Enclosed  $
1234567 34571892 342359127 DN
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A3 Chapter 13 Proposed Form

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive
Memphis, TN 38109

Mortgage Statement
Statement Date: 3/20/2015

Account Number 1234567
Post-Petition Payment Date 4/1/2015
Post-Petition Payment Amount $1,939.94

Under your bankruptcy plan, the Trustee may be making
payments on your mortgage and other debts. You should

contact the Trustee or your attorney if you have an
Bankruptcy Notice questions about who isvresponsible‘;or ‘:lour mortgayge
Our records reflect that you are presently a payments.
debtor in an active bankruptcy case or you
previously received a discharge in bankruptcy. Explanation of Payment Amount
This statement is being sent to you for Principal $501.63
informational and compliance purposes only. It Interest $1,063.31
should not be construed as an attempt to collect Escrow (Taxes and Insurance) $375.00
a debt against you personally. Regular Monthly Payment $1,939.94
Total Fees and Charges $0.00
The information disclosed on the periodic Unpaid post-petition payments $0.00
statement may not reflect payments you have Total Post-Petition Payment Amount $1,939.94
made to the Trustee and may not be consistent
with the Trustee’s records. Please contact the Account Information
Trustee or your attorney if you have any Outstanding Principal $271,043.06
questions regarding this matter. Interest Rate {Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)
Date Description Charges Payments
3/4/15 Payment Received $1,939.94
3/17/15 Payment Received $336.43
Post-Petition Payments Breakdown Pre-Petition Arrearage Payments
Paid Last Paid Year Paid Last Paid Year Current Balance of
Month to Date Month to Date Pre-Petition Arrearage
Principal $499.65 $1,493.04 $336.43 $1,009.29 $10,093.00
Interest $1,065.29 $3,201.78
Escrow (Taxes and Insurance) $375.00 $1,125.00
Fees $0.00 $0.00
Partial Payment (Unapplied) $0.00 $0.00
Total $1,939.94 $5,819.82
Springsid eM ortgag e If your bankruptfy plan requ::rfs youto Pay 't Amount
make your ongoing post-petition Post-Petition
Springside Mortgage mortgage poyments directh/to.a Payment Date: Sz
P.O. Box 11111 bankruptcy Trustee, then do not send Post-Petition
Los Angeles, CA 90010 vourboyment o notner ety | | payment Amount: B
il Gl Additional Principal S
Additional Escrow S
Total Amount Enclosed $
1234567 34571892 342359127 DN
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A4 Chapter 13 Revised Form

Springside Mortgage
Customer Service: 1-800-555-1234
www.springsidemortgage.com

Jordan and Dana Smith
4700 Jones Drive
Memphis, TN 38109

This statement is for information only. We
are not trying to collect a debt against you
personally.

Our records show that you recently filed for

Mortgage Statement
Statement Date: 3/20/2015

Account Number
Payment Date

Payment Amount

1234567
4/1/2015
$1,939.94

Your bankruptcy plan may require you to send your mortgage
payments to a Trustee instead of to us. If you have questions
about where to send your payment, contact the Trustee or

your attorney.

Explanation of Payment Amount

bankruptcy or you already have a discharge. Principal $501.63
Although your legal duty to repay the loan may be Interest $1,063.31
discharged, we still have a lien on the property and Escrow (Taxes and Insurance) $375.00
the right to foreclose on the property if the loan is Regular Monthly Payment $1,939.94
in default. Total Fees and Charges $0.00
You should know that the information on this Unpaid payments (not including arrearage) $0.00
statement may not be up to date. For instance, it Total Payment Amount $1,939.94
may not show payments you already made to the
T, ) Account Information
If you have any questions about your payments, Outstanding Principal $271,105.88
contact the Trustee or your attorney.
Interest Rate (Until October 2015) 4.75%
Prepayment Penalty Yes
Transaction Activity (2/20 to 3/19)
Date Description Charges Payments
3/4/15 Payment Received $1,939.94
3/17/15 Payment Received $336.43
Past Payments Breakdown Pre-Bankruptcy Debt (Arrearage)
Paid Last Paid Year Current Balance of
Month to Date Paid Last Total Paid During | Pre-Bankruptcy Debt
Principal $489.88 $1,463.84 Month Bankruptcy (Arrearage)
Interest $1,075.06 $3,230.98 $336.43 $2,018.60 $10,093.00
Escrow (Taxes and Insurance) $375.00 $1,125.00
Fees $0.00 $0.00
Partial Payment (Unapplied) $0.00 $0.00
Total $1,939.94 $5,819.82
Springside Mortgage If your bankruptcy plan requires you to send P t Amount
Tt s e Payment Date: 4/1/2015
Springside Mortgage send your payment to the Tmﬂe;. ' Payment Amount: $1,939.94
P.O.Box 11111 o
Los Angeles, CA 90010 Z:’:g:::_"'“*’ POpObIE Yo SO Additional Principal s
Additional Escrow $
Total A Enclosed $
1234567 34571892 342359127 DN
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A5 Chapter 13P&IForm
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