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Subscribing to a credit monitoring 
service to keep tabs on your credit 
score can be a helpful way to manage 
and protect your credit. 

But did you know that the score you 
purchase isn’t always the same as the one the 
lender obtains from a credit reporting agency? 

That comes as a surprise to many borrow-
ers. But the real questions are why is this the 
case and what can you do about it? 

Both credit monitoring services and credit 
reporting agencies make money by selling 
credit reports. You can buy an educational 
credit score from a credit monitoring service 
when you’re planning to apply for a loan, to 
manage your debts or to reduce the risk of 
identity theft. 

Lenders, credit card companies and land-
lords buy credit reports from credit reporting 
agencies to help predict whether you’re likely 
to pay your bills on time and/or default on 
your payments. 

There are two main reasons these scores 

might be different: 1) different scoring mod-
els, and 2) different methods of reporting. 

Scoring models 
Each agency calculates your credit score 

in a different way, based on statistics or a 
proprietary algorithm. As a result, it stands to 
reason that the scores can be different. 

Credit providers buy three types of scores 

from credit reporting agencies: 1) generic 
scores to evaluate general payment perfor-
mance; 2) industry scores to predict perfor-
mance on a specific type of credit; and 3) 
custom scores, which predict performance by 
the company’s customer base.

Credit monitoring agencies use generic 
continued on page 3
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This newsletter is designed to keep you up-to-date with changes in the law. For help with these or any other legal issues, please call our firm today. The information in this 
newsletter is intended solely for your information. It does not constitute legal advice, and it should not be relied on without a discussion of your specific situation with an attorney.

Check your bank’s real estate notices twice 
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When a bank goes through a merger or agrees to 
buy or sell mortgage loans, certain notices must be 
provided to borrowers before and after the transac-
tion closes. Federal law states clearly what notices are 

required and how they must 
be worded, but sometimes the 
legal rules conflict with each 
other. 

It’s helpful to have an at-
torney review any notices you 
receive to ensure that they are 
in compliance with federal 
law and evaluate how they 
impact the terms of your loan. 

Under a federal law called 
the Real Estate Settlement 
Procedures Act of 1974 
(RESPA), when a bank or loan 
servicer transfers the servic-
ing of a residential mortgage 
loan, borrowers must be 
provided with written notice 
by both the transferor and 

the transferee, including: 1) the effective date; 2) 
the date on which the transferor will stop accepting 
payments and the date on which the transferee will 
begin to accept payments; 3) the name and address 
of the transferor and a collect or 
toll-free telephone number to call 
with questions about servicing; 4) 
an explanation of any impact on 
the terms and availability of related 
insurance coverage; and 5) a state-
ment indicating that the transfer 
only affects terms directly related to 
the servicing of the loan.

The transferor is required to 
provide notice of the change in 
servicing no less than 15 days before 
the effective date of the transfer, and 
the transferee must provide notice 
no more than 15 days after the 
effective date. The two parties also have the option 
of providing a joint notice at least 15 days before the 
transfer goes into effect.

Meanwhile, under another federal law known as 
the Truth in Lending Act (TILA), a loan purchaser 
must give borrowers written notice no later than 30 

days after a mortgage loan transfer. 
That notice must include: 1) the date of the 

transfer; 2) an identification of which loan is affected; 
3) the name, address and telephone number of the 
new owner of the loan; 4) the name, address and 
telephone number of whatever party will resolve any 
payment issues; 5) an indication of where the trans-
fer of the loan is publicly recorded; and 6) the owner’s 
partial payment policy.

In addition to these two notices themselves, the 
transfer disclosures can trigger disclosure obliga-
tions under the federal Fair Debt Collection Practices 
Act (FDCPA). That law requires a debt collector to 
provide certain communications about a loan. 

In some instances, borrowers have filed lawsuits 
arguing that the notices they received were an “at-
tempt to collect a debt” under the FDCPA. Courts 
have been divided on this issue. An attorney can help 
you decide if you have a viable suit.

The notice requirements under RESPA and TILA 
can also trigger rules under the Bankruptcy Code if a 
borrower is in the middle of bankruptcy proceedings. 

A person who has filed for bankruptcy is granted 
an automatic stay when the petition is filed. That 
means, generally, that a creditor cannot take any ac-
tion to collect a debt from the debtor at that point. 

Following bankruptcy, the debtor may be granted 
a bankruptcy discharge. That dis-
charge bars certain actions related to 
debts that existed before the bank-
ruptcy, and a lender or servicer must 
comply in order to avoid sanctions.

The federal consumer financial 
laws are currently enforced by the 
Consumer Financial Protection Bu-
reau (CFPB). The CFPB has adopted 
regulations and interpretations which 
go into effect in 2017 and 2018. 
They are intended to address some 
conflicting communication require-
ments under RESPA and TILA, but 
they don’t eliminate the potentially 

conflicting rules related to notices about the transfer 
of loans or servicing. 

Under the Trump Administration, the future of the 
CFPB is unclear and all parties involved in mortgage 
lending and borrowing will be watching to see if the 
rules for enforcement change. 

It’s helpful to have an 
attorney review any 
notices you receive 
to ensure that they 
are in compliance 

with federal law and 
evaluate how they 

impact the terms of 
your loan.
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credit scores to educate you, help you make improve-
ments to your credit and plan for the use of credit in 
the future.

An industry credit score applies only to your 
credit performance in a certain industry. That means 
that the score associated with whether you have paid 
your car loan in a timely fashion might differ from 
the industry score related to your performance in 
paying your mortgage. For example, if you always 
pay your car loan on time but have missed mortgage 
payments, it will affect your numbers.  

Some lenders also have their own method of cal-
culating a custom score that ranks you in compari-
son to their overall customer base. 

Reporting methods
There are several common ways that reporting 

methods can cause differences among your credit 
scores. 

The credit providers delivering the data might not 
give the information to all credit reporting agencies, 
or they might provide the same data but on different 
schedules, which can easily lead to differences in 
your reported scores. 

Also, if you change your name or address, the new 
information has to be matched to the right file to 
ensure accuracy. 

Essentially, creditors can choose what informa-
tion to report to which agencies and when. While 
some lenders report monthly to all three agencies 
(Equifax, Experian and TransUnion), others might 
report only once per quarter or only when there is 
new activity on your account. Still other lenders only 
report to a single credit reporting agency. In addi-
tion, the reporting agencies don’t share information 
with each other, which means the score you buy may 
not be derived from the same information as the 
score obtained by the lender.

There’s nothing you can do about what credit 
score you or the lender will obtain at any given time. 
What you can do is pay attention to the information 
in your credit file and make sure it stays updated and 
accurate. 

If you have a common name, confirm that only 
your own information appears in your credit report. 
Make sure there are no duplicate items in your 
report, and if you dispute anything, contact all three 
credit bureaus.

Credit monitoring: Be aware the credit score you get 
might be different than the one lenders receive
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If your house burns down, do you still have to pay your mortgage?  
At the closing for your home purchase or re-

financing, you are required to sign a promissory 
note that says you’ll make the mortgage pay-
ments every month. That agreement remains in 
effect even if your house burns down. You’re also 
required to report any loss to the lender and your 
insurance carrier promptly. 

But a reprieve is still possible. For example, a 
lender might allow a borrower to suspend mort-
gage payments for a defined period of time or 
might put a hold on foreclosure activity. 

Based on the standard Fannie Mae or Freddie 
Mac mortgage form, a borrower must repair or 
restore the property as long as that is financially 
possible, unless there is a different agreement 
between the parties. As a result, you can’t simply 
walk away after a fire. If you do, you risk default-
ing on your mortgage. 

However, in some cases you might have other 
options, especially if you have a so-called jumbo 
loan. For such loans, Fannie Mae and Freddie Mac 
guidelines do not apply.

If a borrower intends to rebuild the property, 
the lender or loan servicer typically holds the pro-
ceeds in escrow to disburse during the construc-
tion. But if the insurer disputes the amount of the 
loss or the lender raises issues about the schedule 
for disbursing the funds, problems can arise for 
the homeowner. 

In such a situation, the homeowner can hire a 
public adjuster to manage the relationship with 
the insurer, and an attorney to represent him or 
her in negotiations with the lender. 
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Don’t let surprise costs of home purchase shock you 
If you’re buying a house, 

the total price you’ll end up 
paying is more than meets 
the eye. 

Usually, a buyer pays 
between 2 percent and 5 
percent of the home pur-
chase price in closing costs. 
Lenders often disclose these 
costs, but they aren’t the 
only hidden fees you need to 
consider. 

Other fees to keep in mind include payments to ap-
praisers, home inspectors and settlement agents, as well 
as the cost of title insurance, homeowners’ insurance and 
property taxes. 

The Wall Street Journal cited a survey of U.S. home-
owners conducted for TD Bank in March of 2016, which 
found that 62 percent spent close to $2,000 in unexpected 
costs during the home-buying process. For millennials, 
44 percent incurred up to $5,000 in unexpected fees.

Other high-ticket unexpected expenses include the 

cost of setting up escrow ac-
counts, membership fees for 
condos or homeowners asso-
ciations, capital contributions 
to those entities and special 
assessments for emergency 
repairs. 

While these fees might be 
noted in the sales contract, 
sometimes they are acciden-
tally left out. 

One way to keep fees down 
is to close on or just before the last day of the month, 
reducing your upfront payment of “prepaid interest.” 
Prepaid interest, which is due at closing, is a daily interest 
charge assessed between the closing and the day your 
first mortgage payment is due. 

You can also have your real estate attorney get an 
estoppel letter for you. Such a letter lists any required fees 
and their due dates. Your attorney can help you review 
the letter as compared to the purchase contract to ensure 
the accuracy and fairness of fees. 
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