
 
 

Cu�ng Corners in a Compe��ve Auto Market

By Mercedes Kelley Tunstall
Partner | Financial Regula�on

The Consumer Financial Protec�on Bureau ("CFPB") announced in a press release
issued in conjunc�on with the release of its latest Supervisory Highlights that it is
concerned that financial ins�tu�ons and other companies involved with auto
financing might be incented to step up repossession of cars belonging to borrowers
in default. While repossession is permissible, it is usually a last-ditch solu�on to a
chronically behind borrower. And, any �me physical property is taken from a
consumer, addi�onal precau�ons must be taken. However, the CFPB has observed
several situa�ons in its examina�ons where companies jump to repossess vehicles,
without paying close enough a�en�on to their own records. Specifically, the CFPB
has iden�fied servicers who repossess cars wrongfully, typically when the borrower
is s�ll behind on payments, but has made payments sufficient to stave off
repossession. Some�mes that situa�on occurs because of a lack of communica�on
between the servicer and the third party that actually repossesses the car, and
some�mes it occurs because the servicer’s systems process the received payments
incorrectly or failed to accurately iden�fy the payments needed to avoid
repossession. Finally, the CFPB highlighted that servicers who have properly
repossessed cars o�en have personal property belonging to the borrowers, which
they some�mes refuse to return without payment of addi�onal fees.  Par�cipants
in the auto finance industry are well advised to pay heed to the CFPB’s recent auto
finance compliance bulle�n, as well as to carefully scru�nize all aspects of their
repossession policies and prac�ces to avoid ending up with an inquiry from the
CFPB.
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