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Mortgage Lender Settles FTC Charges on Prescreen Opt-out Notice Flaw

A mortgage lender has agreed to pay $20,000 in civil money penalties for failing to
include an opt-out notice in prescreened offers of credit sent to consumers. Among other things,
the Fair Credit Reporting Act requires lenders that make prescreened offers based on information
in the consumer’s credit report to clearly and conspicuously disclose that the consumer has the
right to opt-out of receiving such offers in the future. The FCRA rules require a layered notice
which consists of both a short notice and long notice. The rules also impose certain location and
font-size requirements.

The Federal Trade Commission alleged that Metropolitan Home Mortgage, Inc. (dba
Wholesale Home Lenders) failed to comply with the opt-out notice requirements. According to
the FTC’s claims, in some instances the mortgage lender’s prescreened offers did not contain a
short notice on the front page of the solicitation, as required by the rule. In other instances, the
notices did not comply with type-size and formatting requirements of the rule.

In addition to having to pay civil money penalties, the settlement also imposes reporting
requirements in order to monitor the mortgage lender’s compliance with the order.
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