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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

Chapter 7 Proposed Form Changes: Round 1 to Round 2
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e 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




















































































































































































