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The risk of significant deterioration in credit reports and scores is growing as economic activity slows in response 
to rising infection rates and early relief programs start to expire. Absent further action by Congress, regulators, 
and industry, some stakeholders fear that inability to access credit will exacerbate the financial damage to 
consumers and small businesses.   

Market actors and regulators have taken several steps to address pandemic-related credit 
reporting issues and other potential obstacles to accessing credit since FinRegLab’s first Research 
Brief on this topic in early May.1 Nevertheless, new concerns are continuing to emerge, even as the 
strain on consumers’ and small businesses’ finances threatens to intensify significantly in the next 
few months absent additional Congressional action. 

As part of our ongoing series to inform adjustments to credit scoring and underwriting models to 
support a more inclusive and rapid recovery, this update summarizes recent developments and 
analyzes their potential implications for consumers’ and small businesses’ long-term financial 
resilience. The report focuses in particular on the ways that pandemic-related information is being 
reported, scored, and used within the credit reporting ecosystem, including: 

» Information about short-term relief programs: Despite credit reporting protections
in the Coronavirus Aid, Relief, and Economic Security Act,2 a number of reports have
emerged about score declines and loan denials based on information relating to
pandemic-related forbearances. Changes to certain credit scoring models and mortgage
securitization standards are designed to address concerns about access to credit, but
particularly in mortgage markets many stakeholders say more action is needed.

» Potential credit reporting and scoring impacts on renters: The CARES Act provides
relatively limited assistance to renters. As short-term relief and eviction restrictions begin
to expire, some stakeholders are concerned that distressed renters’ credit reports will
deteriorate more rapidly than homeowners’, making it more difficult for them to find new
housing and/or access credit.
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» Reporting about longer-term repayment plans after initial forbearances have
ended: Industry standards for reporting longer-term repayment plans and loan
modifications to credit bureaus vary depending on the plans’ structures and other factors.
Additional industry guidance was released in mid-July, but not all lenders and servicers
may be aware of reporting issues that can potentially have differing effects on consumers’
credit scores.

While many of these issues may appear technical on first glance, they will take on additional 
policy significance to the extent that direct relief programs are allowed to expire in coming weeks, 
leaving the nation more reliant on private credit sources as both an economic safety net and recovery 
accelerator. Access to credit always tightens in economic downturns due to higher risk levels, but 
some sources suggest that uncertainty about the consistency and probity of pandemic-related credit 
report data is already reinforcing lenders’ tendency to impose higher standards in the face of current 
economic uncertainties.3 Such changes can have particularly negative effects on applicants of color 
and low- to moderate-income households. 

Thus, although pandemic-related credit reporting issues have not generally been considered as 
urgent as direct aid and loan accommodations for consumers and small businesses, the stakes are 
increasing as Congress prepares to vote on what may be the final pandemic-relief legislation for 
several months. And because negative information generally remains on consumers’ reports for 7 
years, the decisions made about pandemic relief, regulatory requirements, and reporting practices in 
coming months could affect not only the shape and pace of immediate recovery efforts but 
borrowers’ broader finances for years to come.4 

Background 
The lockdowns initiated in March to contain the Covid-19 pandemic triggered record 

unemployment rates, small business closures, hour and wage reductions, and consumer spending 
declines, with particularly negative impacts on African Americans, Latinos, and women.5 Despite 
these massive disruptions, the early effects on delinquency rates6 and credit scores7 have been muted 
or even positive in some cases, thanks in significant part to government stimulus initiatives, the 
widespread granting of short-term forbearances and other accommodations by lenders and 
servicers, and the CARES Act credit reporting protections as discussed further below. Although the 
hardest-hit households have spent their stimulus funds relatively quickly,8 many households have 
increased their savings and/or reduced their use of credit in response to activity restrictions and 
increased uncertainty.9 These measures have likely contributed to credit score increases for some 
households, particularly those in higher bands of the scoring spectrum.10 

Nevertheless, concerns are growing that household finances, delinquencies, and credit scores will 
start to deteriorate dramatically in the second half of the year. While the number of forbearances 
and various other indicators showed some improvement in late May and June as business activity 
accelerated in many states,11 there were growing reports in late June and early July of second-time 
employee furloughs, spending declines, and other slowdowns as infection rates rose in roughly 40 
states and activity restrictions were reimposed.12 The fact that both direct aid programs and many 
loan accommodations are starting to expire is also causing substantial concern.13 For instance, supp- 
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lemental federal unemployment insurance benefits for laid off workers are slated to end in late July, 
the federal Paycheck Protection Program closes to new small business applications in August, and 
CARES Act student loan forbearances will terminate in late September.14 Restrictions on rental 
evictions are also expiring as discussed further below.  

These developments have renewed concerns that pandemic-related shifts in credit reports and 
scores will slow the economic recovery by making it harder for consumers and small businesses to 
take advantage of record low interest rates, particularly in refinancing existing credit. As described 
in our first report, both payment history and the utilization of available credit have substantial 
effects on third-party credit scoring models such as FICO (Fair Isaac Corp.) and VantageScore. 
Individual lenders vary as to how heavily they rely on information from credit reports and third-
party scores in their loan approval and pricing decisions; for instance, lenders’ underwriting systems 
may include not only third-party scores but also attributes from the underlying credit reports and/or 
proprietary scores that rely on such attributes.15  

Declines in credit reports and scores can affect both whether and how much credit consumers 
can obtain, as well as the prices that they are charged.16 A substantial number of companies also use 
credit reports and/or scores when screening for employment, rental housing, and some forms of 
insurance.17 And shifts in consumer credit reports and scores can also affect access to credit for small 
businesses because lenders often consider owners’ personal information when underwriting 
commercial loans.18   

Section 4021 of the CARES Act was adopted to reduce the risk that consumers who sought short-
term pandemic relief would see declines in their credit scores, but there was initial confusion about 
its scope and stakeholders are continuing to debate its efficacy. The law dictates rules for reporting 
individual credit accounts as current or delinquent where consumers have obtained forbearances or 
other “accommodations” because they have been affected by the Covid-19 disease.19 Where the 
consumer was current before the pandemic, the credit account must continue to be reported as 
current so long as the consumer remains in compliance with the accommodation. For consumers who 
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were already at a specified level of delinquency (such as 30 or 60 days), the reported delinquency 
level must not advance while they comply with the conditions for the accommodation.20 

 Yet while § 4021 requires consistency in reporting of one important factor in credit scoring and 
underwriting models, it does not address how model developers or individual lenders treat any 
particular variables or information on the back end. Critics also dislike the fact that consumers must 
obtain assistance separately from each lender or servicer to trigger the credit reporting protections. 
The CARES Act provides up to 12 months of forbearance for federally backed mortgages and 6 
months of automatic forbearance for most federal student loans, but left it to the discretion of 
individual lenders and servicers to decide whether and on what terms to grant any accommodations 
on other consumer credit.21 Section 4021 also does not address other items that may affect credit 
scores, such as collections items resulting from rental or utility delinquencies or medical debts.22 

As explained in our first report, certain aspects of existing credit reporting industry standards 
have further complicated pandemic-related reporting. Under the Metro 2® standard used to report 
data to the nation’s three nationwide consumer reporting agencies (NCRAs), lenders and servicers 
often use two optional “special comment codes” as a way to note that consumers have obtained a 
short-term forbearance (“CP”) or have otherwise experienced difficulties stemming from a natural or 
declared disaster (“AW”).23 But while the codes have become more common after recent hurricanes, 
use and treatment of the codes still vary significantly among data furnishers, scoring model 
developers, and individual lenders.24  

Although the NCRAs and their trade organization provided guidance and webinars in April to 
encourage both CARES Act compliance and use of the disaster-related codes, the combination of 
high customer call volumes, legal and process changes, and other factors complicated 
implementation and prompted consumer complaints about mortgage servicing and credit reporting 
to skyrocket this spring.25 For example, there have been reports of forbearance codes being placed 
on the reports of consumers who had simply requested information about accommodations, special 
comment codes triggering unexpected declines in some scores under some models, and mortgage 
lenders rejecting refinance applications based on forbearance-related information due to concerns 
about credit risk and/or securitization.26 Although industry and regulators have responded to 
complaints and calls for additional guidance as discussed below, recent developments are raising 
additional concerns about how best to effectuate the goals of § 4021 and whether additional actions 
are needed to facilitate greater access to credit during and after the pandemic recovery.  

Implementation of Short-Term Relief Programs 
Reports of confusion and implementation problems regarding short-term forbearances, the 

CARES Act credit reporting provisions, and the disaster-related special comment codes continued to 
emerge in May and June.27 The reports have helped spur action on some issues but also created new 
sources of uncertainty. Particularly in the mortgage context, both industry and advocate 
stakeholders have pushed for additional action by regulators and trade groups to provide greater 
consistency and clarity on reporting practices and facilitate greater access to credit in light of § 4021. 
There are anecdotal reports that some lenders and servicers have stopped using the special comment 
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codes or reporting certain other fields, though the extent of such changes is unclear in the absence 
of comprehensive industry data. 

Several recent actions by industry actors and regulators have focused on particular points of 
concern about treatment of short-term relief programs:  

» VantageScore announced on May 15 that it was making adjustments to its 3.0
and 4.0 models to reduce the risk of unexpected scoring impacts. As described in
our first report, VantageScore’s recent models take disaster-related special comment
codes into account in certain ways, while FICO’s do not. The VantageScore models may
often help consumers, for instance by ignoring negative payment history for affected
tradelines while only an AW (declared disaster) code is in effect. However, where there
are also codes indicating that a balance is in forbearance or deferment, credit utilization
calculations and other attributes can cause scores to shift in either direction depending on
individual borrower circumstances.28 Although VantageScore models are not generally
used in mortgage lending, they are used in other product markets and by a number of
companies that provide credit score monitoring and other services directly to consumers.29

The company’s announcement states that the changes are designed “to minimize the
potential of any negative impact associated uniquely with the usage of forbearance and
deferment codes.”30

» Government-sponsored entities Fannie Mae and Freddie Mac announced new
standards on May 19 to make it easier for consumers who have obtained
pandemic-related forbearances to get future mortgage loans. The GSEs have
historically required that borrowers have been current on their prior mortgages for 12
consecutive months as a condition of purchasing new loans for securitization, but have
now relaxed those standards due to concerns that consumers who obtained pandemic-
related forbearances would otherwise be prevented from refinancing their mortgages for
at least a year after any accommodations end. The new standards allow purchases where
consumers have a forbearance in place but have in fact continued to make full current
payments, have reinstated their mortgages after a previous forbearance, or have made
three consecutive payments under a repayment plan, payment deferral plan, or
modification.31

» Federal and state regulators announced they were working with student loan
servicer Great Lakes to resolve credit reporting concerns affecting up to 5
million borrowers. News reports have been somewhat confusing, but the problems
appear to have involved application of a separate section of the CARES Act requiring that
federal student loans subject to the law’s automatic forbearance requirements be
reported as current rather than deferred.32 While the coding error reportedly affected 5
million borrowers, the actual number of consumers whose scores were negatively affected
and the extent of declines is unclear, with anecdotal reports ranging from 6 points to 90.
Great Lakes resubmitted reports to the three NCRAs to correct the mistake, but a class
action lawsuit has been filed against the servicer, the credit bureaus, and VantageScore in
connection with the incident.33
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DECIPHERING CREDIT REPORT INFORMATION RELATING TO DISASTERS 

Consumers have a right to a free annual report from the three nationwide consumer reporting agencies—
Equifax, Experian, and TransUnion—and the three NCRAs have been voluntarily providing access to free weekly 
reports during the pandemic. As news reports have spread about consumer reporting issues, consumers are being 
urged to monitoring their reports.34 However, several factors can affect what appears on the reports: 

» Because furnishers typically provide updates to the NCRAs on a batch basis, it can take several weeks
for changes to appear.

» The reports that consumers obtain are not formatted the same ways as reports that are provided to
and used by industry users. For instance, instead of the CP or AW codes, there may codes that are
unique to the particular NCRA or narrative text with language similar to “account in forbearance” or
“affected by a natural or declared disaster.”

» Because the special comment codes are used at the discretion of the furnisher, they may not appear
on some reports even when an accommodation is in place. Instead or in addition to the codes, fields
reflecting the frequency of scheduled payments may show “D” or “deferred,” and fields reflecting
the account’s payment history may show “D” or that information is unavailable.

A report from TransUnion as of the end of May indicated that the number of accounts with some sort of 
hardship indicator exceeded 7% in mortgage and auto, 6% for general unsecured consumer credit, and 3.5% in 
credit cards. The report defined hardship to include the two special comment codes, the use of “D” characters 
indicating deferment, and situations in which the account status or past due amount had been frozen.35 As 
reflected in the chart on page 3, TransUnion has reported that 106 million accounts were in forbearance, deferred 
payment, or disaster situations overall as of the end of May, up from 35 million in April. About 75% of that total 
is made up of student loans.36 

Beyond these specific events, lenders and servicers indicate that there is greater awareness that 
special comment codes may be leading to unintended or unexpected consequences, and that 
industry is being more careful to ensure that forbearance codes are not placed on the files of 
consumers who have only requested information about pandemic-related options without actually 
obtaining an accommodation. The Consumer Financial Protection Bureau recently released 
Frequently Asked Questions on credit reporting issues that specifically reinforced that forbearance 
codes should not be used when an accommodation is not in place and more generally that special 
comment codes are not a substitute for CARES Act compliance.37   

Yet despite these developments, several factors are still creating uncertainty and concern in 
varying parts of the credit reporting system. First, some published sources have described the CARES 
Act provisions incorrectly and/or in sweeping terms, which may have created unrealistic expectations 
and consumer confusion downstream.38 More generally, consumer education is inherently challenging 
due to the complexity of the system. For example, regardless of how payment history and account 
status are being reported and scored, consumers’ credit scores may change during the pandemic due 
to other factors, such as shifts in both how much credit is available to them and how actively they 
use those sources.39  

Second, stakeholders not directly involved in the recent VantageScore initiative and the Great 
Lakes matter are uncertain about the underlying details, the status of the companies’ follow up 
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activities, and the extent to which there may be continuing concerns going forward. The fact that 
there has been litigation and regulator involvement in the Great Lakes case has also increased anxiety 
about credit reporting issues among some other lenders and servicers. Beyond these specific events, 
recent issuances by the Consumer Financial Protection Bureau have emphasized that the agency 
expects good faith compliance with the CARES Act and is focusing more attention on consumer 
reporting issues in light of complaint levels.40  

Third, there is substantial uncertainty about how individual lenders are treating pandemic-related 
changes in credit reports and scores in their decision making processes, as well as deeper debates 
about how such information should be used in light of the CARES Act and other policy considerations. 
Neither the special comment codes nor § 4021 of the CARES Act address the way that model builders 
or other consumer report users treat the information on the back end. Given uncertainty about 
economic conditions and the effect of forbearance issues on mortgage securitization and insurance, 
it is not surprising that lenders are tightening their minimum lending criteria or treating at least some 
signs of pandemic impacts on credit reports as signaling higher default risk.41 Lenders—particularly 
banks—are facing substantial financial pressures of their own in managing the customers’ need for 
payment flexibility, capital and regulatory demands, and calls to stop paying dividends and engaging 
in stock buybacks during the crisis. Many are allocating substantial money to loan loss reserves in 
anticipation of upcoming losses, in addition to tightening their origination criteria.42  

However, particularly given potential inconsistencies in underlying reporting, it is unclear whether 
and how individual lenders are distinguishing between consumers who may in fact have different 
risk profiles—for instance between substantial numbers of consumers who have obtained 
forbearances but continued making full payments, consumers who are affirmatively managing early 
economic distress by obtaining and using accommodations, and consumers who have simply stopped 
paying.43 Some sources indicate that some creditors are tightening standards across the board 
because they view the CARES Act reporting provisions as creating a blind spot in gauging credit risk.44 
While extending credit to consumers that they cannot afford to repay can substantially harm both 
the borrowers themselves as well as the affected lenders, some stakeholders have expressed 
concerns that overly rigid credit criteria could bar substantial numbers of consumers from lowering 
their existing credit costs and otherwise taking advantage of record low interest rates that are 
specifically designed to stimulate the economy in response to the pandemic.  

This concern is particularly acute in the mortgage market, where some stakeholders say the GSEs’ 
May 19 announcement was helpful but that other policy decisions by federal regulators are unduly 
constraining access to credit. For example, while the GSEs and Federal Housing Administration have 
indicated that they will purchase or insure certain types of loans even if they go into forbearance 
shortly after closing, they have excluded some categories and imposed substantial loan level pricing 
adjustments and indemnification requirements on the loans that they will accept.45 While some 
stakeholders argue that such actions protect taxpayers and position the GSEs to leave government 
receivership more quickly, others assert that lenders are imposing substantially higher overlay criteria 
across their mortgage operations to avoid the financial penalties, despite the fact that very few loans 
actually go into immediate forbearance.46 A coalition of nearly 40 organizations—including industry 
trade associations, consumer advocacy organizations, and civil rights groups—petitioned federal 
regulators in late June to change the policies, arguing that they are imposing unwarranted financial  
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QUESTIONS ABOUT CARES ACT MORTGAGE FORBEARANCES 

As the majority of homeowners who have obtained forbearances approach important check-ins with servicers 
this summer,47 there are growing questions about how CARES Act protections should apply going forward. These 
issues concern not only § 4021’s credit reporting protections, but also the rights of borrowers with federally 
backed mortgages under § 4022 to obtain forbearances for up to a year if they encounter pandemic-related 
financial hardships.48 

Section 4022 applies to about 70% of mortgages. It provides that consumers who encounter a financial 
hardship during the federally declared Covid-19 disaster period may obtain a 180-day forbearance upon an 
affirmation of hardship, and a further 180-day extension upon request. Borrowers who obtain a forbearance 
must make up regularly scheduled payment amounts but will not face additional fees, interest, or penalties.49 

Many servicers structured initial forbearances to last for three months, with an expected check-in in June or 
July. At least 4.5 million loans overall were in forbearance as of the end of June, though about 25% of those 
borrowers were continuing to make payments.50 Industry reports indicate that the number of forbearances has 
declined by several hundred thousand in recent weeks, with some borrowers choosing to exit forbearance rather 
than renew their short-term accommodations.51 

As borrowers approach their check-ins, a number of questions are emerging: 
» Should a forbearance on a federally backed mortgage be deemed to have ended if the servicer

cannot reach the consumer, either at the three-month mark or at the end of the first 180 days?
» If a forbearance on a federally backed mortgage ends relatively quickly because the borrower has

actually been making payments or is able to resume regular payments within a few months, could
the borrower obtain an additional § 4022 forbearance in the event of a subsequent job loss or
financial hardship?52 How would the 180-day clock(s) under § 4022 apply to such cases?

» How do situations involving co-borrowers work if they do not agree about ending initial
forbearances or seeking follow-up accommodations?

» If a forbearance period ends without the consumer immediately enrolling in a plan for paying back
the accrued amounts, can a furnisher report the account under § 4021 as delinquent? If so, how
should the delinquency level be calculated?

Fannie Mae and Freddie Mac have instructed their servicers that if they are unable to reach consumers who 
obtained forbearances on loans that were current prior to the pandemic, the servicers may offer to defer 
payments on the accrued amounts until the end of the loan. If the borrower does not respond or if the loan was 
already delinquent, further evaluation and outreach are required.53 However, the guidance does not address 
credit reporting issues specifically and only applies to certain parts of the market. 

The CFPB’s recent credit reporting FAQs emphasize that § 4021’s protections continue to apply to the time 
period that was covered by an accommodation after it ends.54 But some stakeholders have found the language 
confusing as to how to calculate and report delinquencies for consumers who do not immediately enter a long-
term repayment plan, particularly if they were already delinquent prior to the pandemic, and have raised 
concerns about potential disconnects between reported delinquency levels and borrowers’ actual status under 
their loan agreements.55 Metro 2 guidance on how to report various longer-term repayment plan options was 
issued in mid-July, as discussed further below. 

Another point of uncertainty concerns when the federal disaster period will end. That will cut off the ability 
to request a first-time forbearance under § 4022, although it is unclear whether renewals or extensions will be 
permitted, and affect § 4021’s credit reporting protections, which apply only to credit “accommodations” 
obtained within 120 days of the end of the disaster declaration.56 
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costs on all borrowers, having particularly severe effects on home purchases and refinances by 
applicants of color, and threatening to exacerbate the broader financial crisis.57 

Mortgage stakeholders have also urged federal regulators, the GSEs, and/or the task force that 
oversees the Metro 2 data standard to clarify other issues regarding CARES Act implementation. For 
example, given that the CARES Act itself did not address use of special comment codes, some are 
seeking specific affirmation that lenders and servicers can opt not to use the codes relating to 
disasters and forbearances under Metro 2 and general Fair Credit Reporting Act accuracy 
requirements.58 They have also raised questions about application of the CARES Act provisions 
relating to mortgage forbearances as discussed on page 8 and the reporting of longer-term 
repayment plans, as discussed further below. 

Even in the absence of formal guidance on outstanding questions, there are anecdotal reports 
that some lenders and servicers have decided to stop using the special comment codes or reporting 
certain other fields.59 However, it is difficult to determine the extent of such actions absent more 
comprehensive and timely data from the NCRAs. Although news reports have indicated that industry 
actors may be working to release national statistics relating to use of the special comment codes and 
CARES Act implementation, the information available to date provides only simple monthly totals of 
the number of accounts with several types of “hardship” indicators for particular loan types as 
reflected on page 3.60 

Negative Effects on Renters 
A growing number of stakeholders are also raising concerns that the 37% of U.S. households that 

rent rather than own their homes will face faster and more severe pandemic-related deterioration in 
both their finances and credit reports than homeowners, due in part to differences in how the CARES 
Act treats the two populations.61 While the CARES Act imposes a temporary moratorium on evictions 
from federally financed rentals,62 the degree of protection is significantly less than for homeowners 
as described above. First, only about 25% of the rental market is covered, and the general eviction 
moratorium expires in late July.63 Landlords that receive Covid-19 forbearances on their federally 
backed mortgages are also separately prohibited from evicting tenants for failing to pay rent due to 
pandemic hardships, but the time periods are limited and tenants may have a difficult time 
determining that the protections apply.64 The CARES Act’s credit reporting provisions also have been 
interpreted by most stakeholders not to apply to rental payments, such that landlords can report 
tenants to credit bureaus as delinquent even if the landlords have agreed to provide an 
accommodation to their tenants to make up past-due amounts.65 

Other sources of support for tenants are also set to expire soon, for instance as various sources 
of federal stimulus funding end as described above. And while most states and many localities have 
also adopted pandemic-related rental protections, some of those restrictions began expiring in June 
and another large group will end by mid August.66 Tenant and landlord surveys indicate that the 
number of tenants who are making payments improved somewhat over the course of the spring, 
but stagnated or worsened slightly in June and early July with about 20% of tenants failing to make 
any payments at all.67 Reports of informal lockouts by shutting off utilities and removing locks or 
other safety features have been rising during the formal moratoriums, and early post-restriction 
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statistics reflect a surge in activity, particularly in jurisdictions where both filings and hearings were 
previously banned.68 Some sources estimate that 7 million renters are at risk of eviction in July and 
that numbers could increase to about 20 million by September depending on unemployment 
trends.69   

The extent to which tenants’ financial distress will be reflected in their credit reports relative to 
homeowners and the consequences of negative report data on their ability to obtain housing and 
credit downstream is difficult to assess. Historically, reporting of information about rental payments 
to credit bureaus has been relatively limited, and much of it occurs through specialized companies 
rather than directly to the three nationwide consumer reporting agencies. Landlords are less likely to 
furnish information about tenants’ payment patterns to credit bureaus than are mortgage lenders or 
other creditors, particularly landlords with only a few properties.70 To the extent that data is 
furnished to credit bureaus, it is often provided by landlords or debt collectors only about severe 
delinquencies rather than providing continuous “full file” information on both positive and negative 
payment history. 

Thus, although many credit reporting industry stakeholders have argued for years that adding 
full file rental information to NCRA reports would help large numbers of consumers access credit by 
building payment histories and credit scores,71 stakeholder interviews and published sources indicate 
that less than 0.5% of U.S. adults in rental housing may have tradelines on their NCRA reports 
reflecting routine payments.72 VantageScore and FICO Score 9 and 10 models will account for rental 
history tradelines where available, though the most commonly used FICO Score 8 version does not.73 
Both VantageScore and FICO models will also consider collections items relating to rent. However, 
stakeholder interviews suggest that it is unlikely that evictions would either appear on NCRA reports 
or be factored into general third-party credit scores, though they are reported by some specialty 
bureaus based on public records.74 

Comprehensive data is also difficult to obtain on the use of credit scores and reports for tenant 
screening purposes. Scattered surveys suggest that between 50% to 80% of landlords screen at least 
some tenants by checking general credit reports and/or credit scores, specialty reports and/or scores 
focused specifically on rent payment and/or evictions, or criminal background records.75 However, it 
is difficult to determine the frequency with which particular sources are relied upon by the industry 
as a whole. Some states and localities also limit the extent to which screening expenses can be passed 
on to applicants, which may influence landlords in choosing between specialty rental reports versus 
credit reports from the three NCRAs or general FICO or VantageScore scores that are generated based 
on the NCRAs’ reports.76 

These factors suggest that it is more likely that substantial rental delinquencies and/or evictions 
would affect renters’ ability to find new housing than to affect their general credit reports and credit 
scores, but that both could occur as a result of the pandemic. Particularly to the extent that landlords 
report severe delinquencies as collection items, renters could see substantial declines in their scores 
while homeowners who have not made payments for the same number of months pursuant to a 
mortgage forbearance may not. This raises potential questions for lenders in gauging credit risks as 
well as policy issues about how to support populations that are particularly hard hit by pandemic 
disruptions. As discussed further below, this risk is one reason that some consumer advocates are 
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continuing to argue for broader legislation that would bar negative information relating to the 
pandemic from appearing in consumer reports.77 

Reporting of Longer-Term Repayment Plans 
A final point of growing concern is the reporting of longer-term repayment plans entered into by 

consumers who have been affected by the pandemic after the conclusion of short-term 
forbearances. Such repayment plans are also “accommodations” subject to the credit reporting 
protections of § 4021 of the CARES Act so long as they are entered into during applicable time 
periods.78 However, beyond reporting account status as current or delinquent pursuant to the CARES 
Act, the Metro 2 data standard for reporting to the three NCRAs has historically provided a variety 
of options for reporting such plans depending on their structures and other considerations. 
Particularly after the challenges in managing reporting of short-term forbearances, this is causing 
stakeholders to ask questions about the potential ramifications of different options on consumer 
credit scores. 

Historically, loan modifications have often been reported by using a special comment code for 
“AC,” which means “paying under a partial agreement,” and is defined specifically under Metro 2 as 
“an agreed-upon repayment plan with account payments that are less than the original contract’s 
account payments.”79 For example, AC codes are frequently used in the debt settlement context 
where a consumer has reached an agreement with a credit card issuer or other lender to pay less 
than the full balance (principal, interest, and fees) owed.80 However, there are differences between 
third-party scoring models in how the codes are accounted for. In this case, FICO treats AC as a 
negative factor based on an empirical analysis of account performance, while VantageScore does not 
consider the code separate from other relevant fields reflecting such items as payment history and 
balances owed. 

After the 2008 financial crisis, a number of stakeholders raised concerns about the potential 
effect of the AC code on consumers who obtained mortgage loan modifications, as well as various 
other credit reporting questions.81 The Metro 2 data standard was revised to create two new special 
comment codes, “CN” and “CO,” to note permanent loan modifications under federal and non-federal 
programs, respectively, and to provide tailored guidance about reporting specific types of 
government modifications. However, mortgage servicers continued to use the AC code when 
consumers were in a trial period before entering a long-term modification.82 Neither FICO nor 
VantageScore take the CN and CO codes into account.  

With the pandemic, now that the focus is starting to shift from short-term forbearances to 
longer-term repayment plans, stakeholders are beginning to debate the best way to report particular 
structures under the existing Metro 2 standards. Although the CARES Act did not dictate particular 
repayment plan options, federal regulators have emphasized with regard to federally backed 
mortgages that consumers should not be required to make an immediate lump sum payment to 
reinstate their mortgage at the end of a forbearance unless they choose to do so.83 While some 
consumers may repay accrued balances within a year of the end of a forbearance if practicable, both 
the Federal Housing Administration and the GSEs are offering deferment options that push various 
accrued balances to the end of the loan by creating either a junior lien or a balloon payment on which 
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no additional interest will accrue.84 Other options include modifying the loan to extend the number 
of payments and/or reamortizing accrued balances over the original term, sometimes also with 
interest rate reductions. However, these alternatives do not appear to be as common for federally 
backed mortgages as the deferment options.85 

On July 16, the Consumer Data Information Association released new Metro 2 guidance focusing 
on how to report key fields for various repayment plan structures coming out of a short-term 
forbearance.86 One part of the guidance focuses specifically on Fannie Mae and Freddie Mac 
mortgages, outlining codes for use with four plan structures— immediate full repayment of balances 
after the accommodation period (often called reinstatement), short-term repayment plans, payment 
deferrals to the end of the loan, and loan modifications. Except with regard to loan modifications 
that change the original loan terms, the instructions direct that the special comment code field should 
be left blank.87 A second section applies more generally to other loan types, with scenarios for 
immediate reinstatement, short-term repayment, and payment deferrals. However, the instructions 
for the special comment code field simply states “blank or applicable code for this reporting period.”88 
While stakeholders say guidance on longer-term plans is extremely helpful, some have expressed 
concern that lenders or servicers particularly in non-mortgage markets may not be aware of potential 
scoring implications and may tend to use the AC code rather than CO or no special comment code at 
all even when a consumer expects to pay back all amounts accrued during a pandemic forbearance. 

Beyond these issues about the special comment codes, it is challenging to predict more generally 
how either third-party scoring models or individual lenders may react to the reporting of information 
relating to longer-term repayment plans, in part because the patterns could be substantially different 
than those that emerged after the 2008 crisis. For example, homeowners could not generally obtain 
mortgage modifications in the last crisis until they were already substantially delinquent, which 
caused their scores to decline regardless of any special comment codes. Now, however, consumers 
who were current before the pandemic could go directly from a short-term forbearance to a long-
term repayment plan, both of which would qualify as “accommodations” that trigger the § 4021 
credit reporting protections. Accordingly, some consumer reports may not reflect the same extended 
pattern of deterioration that has been common in past downturns, though patterns are likely to vary 
depending on whether and on what terms consumers have been able to obtain both short-term and 
long-term accommodations from individual lenders and servicers. 

Market and Policy Considerations 
The developments and debates summarized above underscore the ways in which concerns about 

pandemic-related effects on credit reporting and scoring are both driven by broader economic trends 
that influence applicants’ general finances and can in turn potentially shape those trends by affecting 
whether and on what terms consumers and small businesses can access credit, employment, and 
rental housing. Thus, as Congress takes up what is likely the last major pandemic-relief legislation for 
several months and federal regulators consider whether to take additional action on various issues, 
the most important decisions they make this summer may not be focused on credit reporting and 
scoring specifically.  
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Two sets of broader issues could be particularly influential in determining the general state of 
consumers’ and small businesses’ finances, their demand for credit to help ride out and recover from 
the pandemic, and the availability of credit in critical markets, in addition to influencing individual 
applicants’ ability to obtain loans as driven by changes in their credit reports and scores: 

» Provision of government transfer payments, assistance for hardship cases,
and/or greater consistency in accommodation programs: As discussed above, the
CARES Act’s accommodation programs and eviction protections provided up to a year’s
worth of breathing room for more than two-thirds of mortgage market, six months for
most federal student loans, and at least four months for about a quarter of renters.
Federal stimulus payments, supplemental federal unemployment insurance, and support
for small businesses have also helped many households build some savings during the
early months of the pandemic, although particularly vulnerable households, workers, and
businesses have had more difficulty accessing those benefits and are the most likely to
have already spent what they received.89

The decisions Congress makes on whether to extend, expand, and/or revamp these
various direct support initiatives will have a substantial effect on which consumers and
small businesses are able to continue paying their obligations (including credit, rent,
utilities, and medical bills). Requiring households and small businesses to rely solely on
amassed savings and private sources of credit to bridge through the pandemic recession
would exacerbate current hardship patterns among low- to moderate-income
populations, increasing both the likelihood that credit reports and scores deteriorate and
the potential consequences of the declines for affected consumers. In addition to effects
on individuals, such an outcome could potentially slow the pace of the broader recovery
for communities, states, and the nation as a whole.

» Policy decisions about mortgage market issues: Housing and mortgage markets
have historically played an important role in recovering from national recessions, likely in
part because they help to transmit interest rate reductions to the broader economy, allow
homeowners to refinance and/or tap equity reserves, and spur construction and spending
in connection with home purchases.90 But they did not lead the recovery coming out of
the 2008 crisis, which was triggered largely by housing finance issues, and there are
important policy debates underway about the extent to which those markets can play a
countercyclical role in the new downturn. Mortgage standards still had not fully recovered
from 2008 when the pandemic hit, and they have further tightened since.91 Although
record low interest rates have fueled higher refinance and purchase activity in recent
weeks,92 some stakeholders have expressed concern that federal policies are exacerbating
the tightening of lending standards.93

These debates are complicated by underlying disagreements about the proper role of the
federal government in housing markets that have remained unresolved since the 2008
crisis, including the current scope and risk levels of Federal Housing Administration and
Department of Veterans Affairs portfolios and questions about when and how to end the
federal government’s conservatorship of Fannie Mae and Freddie Mac. A full discussion of
those debates and of pandemic-related mortgage market dynamics more generally is
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beyond the scope of this report, but concerns about the effect of federal policies 
exacerbating more general economic uncertainties warrant careful attention in light of the 
critical role that this market can play in encouraging economic recovery and building 
household wealth. Stakeholders suggest that more carefully calibrating loan level pricing 
adjustments and indemnification requirements for loans that go into forbearance soon 
after closing and servicer compensation in managing early stage forbearances could 
provide greater market certainty and increase the range of households that can access 
interest rate improvements and home equity during the pandemic.94 

In addition to affecting the potential length and depth of the pandemic recession in general, both 
of these broader issues also have particular implications for longer-term financial inclusion, fairness, 
and wealth-building among communities of color. Historical discrimination on the basis of race, 
ethnicity, and gender in such fields as employment, education, housing, and lending have helped to 
create substantial disparities in income, wealth, and other indicators of financial health for consumers 
and small businesses. Many of those disparities increased during the last financial crisis, and are now 
both contributing to and being exacerbated by the uneven medical and economic impacts of the 
pandemic.95 Stakeholders are voicing increasing concerns that existing inequities could substantially 
worsen both during and after the current crisis, particularly in light of recent surveys suggesting that 
there are racial disparities as to how many distressed consumers are obtaining forbearances, the 
impact of recent tightening in mortgage standards, and the fact that racial disparities in short-term 
impacts on renters could have long-term effects on those consumers’ ability to move into 
homeownership over time.96 Because negative information will remain on consumers’ reports for at 
least 7 years, economic fallout from the pandemic could affect access to credit, employment, housing, 
and other services even after the recession has ended. 

Yet while decisions on various forms of direct relief and mortgage policy may have the broadest 
impact, recent events have also demonstrated that seemingly technical credit reporting and scoring 
issues warrant continuing attention. Some sources say that inconsistent reporting practices, the 
presence of so many forbearances in consumer reports, and the CARES Act reporting provisions are 
causing further tightening in credit standards by making it more difficult to gauge credit risk.97 
Questions about reporting of longer-term repayment plans also have important implications.98 More 
generally, as discussed in our prior brief, concerns about data consistency and probity can not only 
shape lenders’ immediate decisions about granting credit, but the long-term process of adjusting 
scoring and underwriting models coming out of the pandemic.99   

Stakeholders are thus both seeking guidance to clarify outstanding reporting questions and 
continuing to debate whether stronger measures are needed beyond § 4021. But there is little 
consensus about whether to pursue additional policy interventions. Calls for widescale suppression 
of all negative information from consumer reports remain particularly polarizing, but few targeted 
alternatives are being proposed. 

Several considerations stand out with regard to consumer reporting and scoring issues: 

» Requests for additional guidance are producing results, but the process is likely
to be iterative and complicated. As discussed in our first brief and above, stakeholders
are continuing to seek additional guidance on implementation of the CARES Act and
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historical data standards from the CFPB, the industry task force that oversees Metro 2, 
and other agencies that focus on particular loan markets. Additional guidance was 
released in June and July, but stakeholders are already seeking further follow up. The 
process is likely to be iterative and complicated by both practical and structural issues in 
accounting for a variety of potential factual situations and legal considerations. After the 
2008 financial crisis, for example, multiple rounds of Metro 2 guidance were issued in 
subsequent years to address various mortgage-related issues as circumstances evolved, 
and stakeholders still disagree about the substantive outcomes on some issues.100  

Several factors complicate the guidance development process. First, as discussed in our 
first report, the relationship between the Metro 2 standard and Fair Credit Reporting Act 
accuracy requirements is complex.101 Where a borrower is not making full payments on 
time as expected under the loan agreement, the Metro 2 standards leave it to furnishers 
to make a series of decisions about how and in some cases whether to report special 
circumstances, the nature of any arrangements with the borrower, and the borrower’s 
performance in part because a single cookie-cutter approach would not be accurate in all 
cases. The CARES Act’s additional legal requirements and the Great Lakes litigation have 
further increased the stakes for industry actors by highlighting both the potential practical 
and legal consequences of technical decisions.  

At the same time, federal regulators may be reluctant to address questions that hinge 
upon the interpretation of private industry standards, particularly across a broad range of 
factual scenarios. While the Bureau issued a set of FAQs in June on credit reporting issues 
as discussed above,102 it did not drill down to the level of detail that many stakeholders 
feel is necessary to ensure consistency. And though the GSEs have in the past issued 
substantial instructions about credit reporting issues on loans that they securitize, they 
have largely withdrawn from such topics and are simply instructing servicers to comply 
with the CARES Act.103  

» Few new alternatives are being proposed in connection with the debate over
whether to strengthen credit reporting protections. Based on concerns that § 4021
did not provide sufficient protections, the House passed legislation on May 15 that would
ban the inclusion of any adverse information in consumer reports during the designated
pandemic period except for criminal convictions, as well as providing consumers with the
option to shield their reports for an additional 270 days and imposing additional
limitations on credit scoring models.104 Similar legislation had been introduced in the
Senate in March, but had encountered substantial opposition there due to concerns that
it would have substantial unintended consequences.105 Restrictions on credit reporting
activity are also receiving continued attention in many states, the District of Columbia,
and Puerto Rico, though there are substantial debates about whether they are preempted
under the Fair Credit Reporting Act.106

As described in greater detail in our first report and some subsequent white papers,
stakeholders have raised a number of concerns about broad suppression approaches,
ranging from practical questions about how to deal with information that could be
negative in some circumstances and positive in others to broader concerns that creating
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large gaps in credit records would actually disadvantage many consumers, undermine 
confidence in the broader credit reporting system, and further encourage lenders to 
impose more exacting minimum standards.107 At least one news report has suggested that 
even the relatively modest changes made by the CARES Act have prompted lenders to 
tighten standards because reporting accounts with forbearances as current is making it 
more difficult to gauge credit risk, though other stakeholders have suggested that these 
changes are driven by broader economic uncertainty rather than § 4021 specifically.108 

But few more targeted options concerning credit reporting have emerged in recent weeks, 
beyond perhaps revising the CARES Act provisions on reporting account status to apply 
to accommodations granted to consumers on non-credit tradelines or extending the time 
periods in which it applies. While these changes might benefit some additional consumers 
at the margins, critics argue they would not be sufficient to address the potential negative 
effects on credit scores in situations in which consumers cannot obtain accommodations 
from landlords, utilities, medical providers, or debt collectors.109 They also point out that 
more targeted solutions can sometimes produce more complexity and compliance 
challenges to the extent that they depend on consumers and furnishers taking particular 
actions in particular circumstances. Accordingly, they are continuing to advocate for 
blocking negative information related to the pandemic from reports or barring landlords 
or other credit report users from relying on such information.110  

And while some states are considering the creation of systems to allow consumers to 
place a single alert on their credit reports as a whole rather than having to work separately 
with regard to each tradeline or collections item, there are important questions about 
whether credit report users would view such alerts as an ameliorating or positive factor 
indicating that the consumer is working proactively to manage their finances or as a 
negative sign of increased risk. Attempts to use such alerts to trigger suppression 
requirements raise broader policy and potential preemption issues as discussed above.111 

» Recent concerns have underscored deeper questions about how industry
responds to uncertainty during what increasingly looks to be a protracted and
uneven recovery. The debates about particular policy interventions help to underscore
deeper questions about how industry responds to the prospect of a protracted period of
economic uncertainty. Because data is reported to the NCRAs on a delayed basis and
because existing scoring and underwriting models were not built for current conditions,
under any scenario lenders are likely to be more cautious in relying on traditional
information sources and existing algorithms for some time to come. But there are key
questions about what they use to fill in the gaps.

Both stakeholder interviews and news reports suggest that a growing number of lenders
are starting to look beyond traditional data sources to find supplemental information such
as bank transaction account information that provides a more timely and comprehensive
picture of borrowers’ current finances.112 Credit scoring companies and NCRAs are also
introducing a range of new products that are designed to predict consumer resiliency,
track macro-economic trends, and provide other insights.113 But making and implementing
decisions to secure new information sources and adapt internal processes can take
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substantial time and resources, and in the interim lenders’ primary tool for managing 
uncertainty is to impose categorical credit overlays that simply exclude greater numbers 
of applicants because they fail to meet minimum credit scores or other benchmarks or 
show some evidence that they have been affected by pandemic-related economic 
disruptions.  

Though the rationale for overlays is that existing data and models are no longer 
sufficiently reliable in predicting default risk, they can in some ways effectively double 
down on historical practices. For example, even if general historical patterns show that 
consumers who obtain short-term forbearances may be more likely to default over the 
long term, the fact that consumers are proactively managing their finances in the midst 
of the worst economic crisis since the Great Depression could well prove to be associated 
with better long-term outcomes. At the same time, the fact that a white-collar worker 
has maintained a high credit score to date may not provide a reliable predictor of default 
risk if they are subject to substantial reductions in hours and/or wages, as is occurring at 
unprecedented levels in the current recession.114 And given differences in credit reporting 
for renters and homeowners, consumers who are unable to make housing payments for 
several months might experience substantially different changes in their credit scores.  

Thus, simply changing threshold cutoffs may not be sufficient or even helpful if underlying 
models are not able to meaningfully distinguish true differences in risk levels, and due to 
historical racial disparities in credit scores may also have particularly harsh consequences 
for applicants of color. Thus, the ways in which individual lenders establish, use, and adjust 
credit overlays has important implications for consumers and small businesses, the 
lenders’ respective market shares, and the broader recovery process.  

Collectively, these considerations continue to underscore the fact that there are few easy answers 
to credit reporting concerns in connection with the economic disruption caused by the Covid-19 
pandemic. Initiatives to preserve access to credit and facilitate a faster, broader recovery through 
credit reporting changes require careful attention to both design and execution because of the 
substantial risk of unintended consequences, for instance from implementation problems due to the 
complexity and scale of the ecosystem, the risk of making it more difficult to differentiate risk levels 
in meaningful ways, and the likelihood of increasing reliance on less calibrated credit overlays if 
lenders lose confidence in data consistency and probity. Thus, it is critical to consider not just short-
term policy goals, but also how particular options could change creditors’ broader reliance on 
consumer reports, credit scoring, and automated underwriting more generally. 

These issues also illustrate the importance of facilitating industry efforts to secure more insightful 
data and adjust both scoring and underwriting models to update risk analyses in the face of emerging 
trends, continuing uncertainty, and potential long-term financial and economic changes from the 
pandemic. Future Research Briefs in this series will focus on those forward-looking questions and on 
ways to build more resilient consumer and small business credit sectors for the long term. 
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