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transferee servicer that should prop-
erly receive payment on the loan) re-
ceives payment on or before the appli-
cable due date (including any grace pe-
riod allowed under the mortgage loan 
instruments), a payment may not be 
treated as late for any purpose. 

(2) Treatment of payments. Beginning 
on the effective date of transfer of the 
servicing of any mortgage loan, with 
respect to payments received incor-
rectly by the transferor servicer (rath-
er than the transferee servicer that 
should properly receive the payment on 
the loan), the transferor servicer shall 
promptly either: 

(i) Transfer the payment to the 
transferee servicer for application to a 
borrower’s mortgage loan account, or 

(ii) Return the payment to the person 
that made the payment and notify such 
person of the proper recipient of the 
payment. 

(d) Preemption of State laws. A lender 
who makes a mortgage loan or a 
servicer shall be considered to have 
complied with the provisions of any 
State law or regulation requiring no-
tice to a borrower at the time of appli-
cation for a loan or transfer of serv-
icing of a loan if the lender or servicer 
complies with the requirements of this 
section. Any State law requiring notice 
to the borrower at the time of applica-
tion or at the time of transfer of serv-
icing of the loan is preempted, and 
there shall be no additional borrower 
disclosure requirements. Provisions of 
State law, such as those requiring addi-
tional notices to insurance companies 
or taxing authorities, are not pre-
empted by section 6 of RESPA or this 
section, and this additional informa-
tion may be added to a notice provided 
under this section, if permitted under 
State law. 

[78 FR 10876, Feb. 14, 2013, as amended at 78 
FR 80104, Dec. 31, 2013] 

§ 1024.34 Timely escrow payments and 
treatment of escrow account bal-
ances. 

(a) Timely escrow disbursements re-
quired. If the terms of a mortgage loan 
require the borrower to make pay-
ments to the servicer of the mortgage 
loan for deposit into an escrow account 
to pay taxes, insurance premiums, and 
other charges for the mortgaged prop-

erty, the servicer shall make payments 
from the escrow account in a timely 
manner, that is, on or before the dead-
line to avoid a penalty, as governed by 
the requirements in § 1024.17(k). 

(b) Refund of escrow balance—(1) In 
general. Except as provided in para-
graph (b)(2) of this section, within 20 
days (excluding legal public holidays, 
Saturdays, and Sundays) of a bor-
rower’s payment of a mortgage loan in 
full, a servicer shall return to the bor-
rower any amounts remaining in an es-
crow account that is within the 
servicer’s control. 

(2) Servicer may credit funds to a new 
escrow account. Notwithstanding para-
graph (b)(1) of this section, if the bor-
rower agrees, a servicer may credit any 
amounts remaining in an escrow ac-
count that is within the servicer’s con-
trol to an escrow account for a new 
mortgage loan as of the date of the set-
tlement of the new mortgage loan if 
the new mortgage loan is provided to 
the borrower by a lender that: 

(i) Was also the lender to whom the 
prior mortgage loan was initially pay-
able; 

(ii) Is the owner or assignee of the 
prior mortgage loan; or 

(iii) Uses the same servicer that serv-
iced the prior mortgage loan to service 
the new mortgage loan. 

§ 1024.35 Error resolution procedures. 

(a) Notice of error. A servicer shall 
comply with the requirements of this 
section for any written notice from the 
borrower that asserts an error and that 
includes the name of the borrower, in-
formation that enables the servicer to 
identify the borrower’s mortgage loan 
account, and the error the borrower be-
lieves has occurred. A notice on a pay-
ment coupon or other payment form 
supplied by the servicer need not be 
treated by the servicer as a notice of 
error. A qualified written request that 
asserts an error relating to the serv-
icing of a mortgage loan is a notice of 
error for purposes of this section, and a 
servicer must comply with all require-
ments applicable to a notice of error 
with respect to such qualified written 
request. 

(b) Scope of error resolution. For pur-
poses of this section, the term ‘‘error’’ 
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