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Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter 64:  Delinquencies
64.1: Overview (04/25/06)
This chapter sets forth Freddie Mac's requirements for Servicing delinquent Mortgages. The following topics are covered in this chapter:
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The Servicer is encouraged to review its collection procedures with its loan servicing specialist at Freddie Mac (see Directory 5) for possible suggestions regarding collection techniques.

64.2: General requirements (05/21/04)
	(a)
	Servicer responsibilities
The Servicer must develop, follow and maintain prudent and efficient written procedures that meet Freddie Mac requirements for promptly curing Delinquencies and comply with all applicable laws.

The Servicer must employ staff that is experienced and skilled in financial counseling and Mortgage collection techniques. The Servicer's staff must assist a Borrower in bringing a Mortgage current, while protecting the Borrower's equity and credit rating and protecting Freddie Mac's interests.



	(b)
	Delinquency rates
The Servicer's continued eligibility to service Mortgages for Freddie Mac is contingent on maintaining Delinquency rates that are acceptable to Freddie Mac. Freddie Mac may disqualify or suspend a Servicer if the Servicer's 30-, 60- or 90-day Delinquency rate or Real Estate Owned (REO) rate for Home Mortgages or Second Mortgage/HILs is more than 50% higher than the average 30-, 60- or 90-day Delinquency rate or REO rate for all home or Second Mortgages owned by Freddie Mac in the same geographical area (Standard Metropolitan Statistical Area, county, State or region) in which the Mortgaged Premises that secure the Mortgages serviced by the Servicer are located.



	(c)
	Collection records
The Servicer must maintain records of all collection efforts and make the records available for Freddie Mac's inspection on request. The Servicer's collection records must evidence:

1.

Dates that letters and notices were mailed

2.

Dates and results of personal contacts with the Borrower both on the telephone and face-to-face

3.

Reasons for prior and current defaults

4.

Terms of any repayment arrangements

5.

Documentation of property inspections, as required in Section 64.7



	(d)
	Buydown accounts
Funds in a buydown account should not automatically be used to bring a delinquent Mortgage current. Such funds may be applied for this purpose if permissible under the terms of the applicable buydown agreement and the Servicer has determined that, despite the reduction of funds in the buydown account, there is a reasonable prospect that the Borrower will be able to maintain the Mortgage current after the application of buydown funds to cure the Delinquency.



	(e)
	FHA, RHS, VA, and MI requirements
The Servicer must be familiar with and satisfy all applicable requirements of the FHA, RHS, VA or MI. The Servicer is required to file on a timely basis all notices to the FHA, RHS, VA or MI. Copies of routine notices sent to the FHA, RHS, VA, MI or the Borrower must be maintained in the Mortgage file but need not be sent to Freddie Mac, unless specifically requested.

Each notice to the MI must state that Freddie Mac is the owner of each related Mortgage.



	(f)
	Freddie Mac rights
Freddie Mac retains the right to:

•
Impose additional Servicing requirements as Freddie Mac deems appropriate

•
Direct the Servicer to relinquish Servicing of a delinquent Mortgage and to resume Servicing when appropriate




64.3: Late charges (08/01/97)
	(a)
	Late charge assessment
The Servicer must not assess a late charge in an amount greater than 5% of the principal and interest payment. On an FHA or VA Mortgage, a late charge may be assessed and collected in accordance with the applicable program terms. The Servicer is responsible for collecting from the Borrower any recording or similar costs incidental to the granting of relief.

The Servicer may not impose a late charge:
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*
If this date is a Saturday, Sunday or federal holiday, it is extended to the next Business Day. The Servicer may retain any late charge collected as additional Servicing compensation if the charge is allowed under the Note.



	(b)
	Late charge collection
Regardless of any provision to the contrary in the Note or the Security Instrument, the Servicer may not collect a late charge by any of the following methods:

1.

Charging the Borrower's Escrow or impound account

2.

Deducting from a regular monthly installment

3.

Deducting from a payment made to partially or fully cure a Delinquency

4.

Adding to the outstanding principal balance of the Mortgage

5.

Causing a Mortgage to become delinquent or be placed in foreclosure because of an unpaid late charge

For payment application requirements, refer to Sections 51.17 through 51.20.


64.4: Collection efforts (12/15/06)
	(a)
	All collection efforts
The Servicer must treat each Delinquency individually by varying the collection techniques to fit the individual circumstances. The Servicer must avoid establishing a fixed routine; this is particularly ineffective when dealing with chronically delinquent Borrowers.

All collection efforts must be based on the extent of the Delinquency and the Servicer's knowledge of the following factors:

1.

Borrower's prior payment history

2.

Borrower's credit history

3.

Borrower's employment situation

4.

Borrower's reason for default

5.

Borrower's willingness and ability to repay

6.

Borrower's desire to retain the property

7.

Borrower is deceased or the property is included as part of the Borrower's estate

8.

Mortgaged Premises' condition

9.

Mortgaged Premises' occupancy status

For a Second Mortgage/HIL, collection efforts must also be based on the status and unpaid principal balance (UPB) of any superior lien. See Section 64.9 for additional requirements.

If there is a known potential risk of loss or ownership to Freddie Mac, the Borrower must be referred for loss mitigation immediately.

Borrowers on Automatic Withdrawal (Automated Clearinghouse [ACH])
If a Borrower agreed to have his or her monthly payments automatically withdrawn from a bank account, you must ensure that the correct monthly payment is withdrawn (especially after an escrow analysis has taken place) and processed timely. If the ACH payment cannot be processed on the specified date the Borrower has agreed to, you must begin efforts to contact the Borrower within 48 hours to determine the reason for the missed payment.



	(b)
	Delinquent new Borrowers
The Servicer must pay special attention to a delinquent new Borrower, that is, a Borrower whose Mortgage has become delinquent within six months of the Origination Date.

To deter a pattern of chronic Delinquency, the Servicer must:

•
Establish personal contact with a delinquent new Borrower between the 5th and 15th day of Delinquency unless:

1.

An alternative arrangement such as an ACH has been established for payment before the 15th day of Delinquency

2.

Collection call campaigns are established that place a high priority on contacting these Borrowers early in the Delinquency

•
Determine the cause of Delinquency

•
Educate the Borrower on the importance of making each monthly payment on or before the Due Date or encouraging the Borrower to set up ACH payment arrangements



	(c)
	Special Servicing and Early Delinquency Counseling
The requirements of this section apply to Home Possible® Mortgages (see Chapter A34) and other Mortgages for which Freddie Mac requires a Servicer to offer special Servicing and Early Delinquency Counseling.

1.
Consent to Counseling — As part of the homebuyer process, at or before closing, a Borrower must sign a consent form that authorizes the Servicer, in the event of a Delinquency, to release the Borrower's information to a non-profit third-party homeownership-counseling agency ("counseling agency"). This form must be included in the Mortgage file. The Servicer cannot release information about the Mortgage obtained by the Borrower, including the Borrower's payment history, to a counseling agency unless this executed form is in the Mortgage file or unless the Borrower otherwise later consents in writing to the release of the information.
2.
Special Servicing — The following actions must be taken with all Borrowers:

•
Welcome Letter. Servicers must send the Borrower a letter, shortly after closing and before the first Mortgage payment is due, stressing the importance of making timely payments and advising the Borrower to contact the Servicer if he or she experiences any financial problems. The letter may be incorporated into the welcome letter sent to Borrowers after closing. The letter must include the following:

•
Instructions on how to contact the Servicer if the Borrower is having difficulty making the Mortgage payment on time

•
The Servicer's business hours

•
A toll-free telephone number to reach the Servicer

3.
Early Delinquency Counseling — The following provisions apply to Early Delinquency Counseling:

Early Delinquency Counseling is counseling provided to a delinquent Borrower by a nonprofit third-party homeownership-counseling agency or an eligible Servicer, that involves identifying the reason(s) a Borrower did not make a Mortgage payment on time and working with the Borrower to resolve any financial problems so that future Mortgage payments can be made on a timely basis. The counseling includes a personal and interactive relationship with the Borrower that deals with money management, budgeting and debt management counseling.

•
Applicable Time Periods. Servicers must offer Early Delinquency Counseling including household budget management counseling at no charge to delinquent Borrowers for each Delinquency that occurs during the first year following the Note Date. In addition, if at any time during the life of the Mortgage, the Borrower is having difficulty making Mortgage payments, the Servicer should advise the Borrower to speak with the Servicer or contact a counseling agency for further assistance.

•
Counseling Entity. The Servicer may use the services of a nonprofit third-party homeownership-counseling agency (counseling agency) to conduct the Early Delinquency Counseling or the Servicer may conduct the counseling provided the Servicer maintains a Tier 1 or Tier 2 rating on the Default Management portion of their Servicer Performance Profile and has policies and procedures in place to offer the same kind of comprehensive counseling, budgeting and advising capabilities as a counseling agency.

If a Servicer relies on a counseling agency, it must be fully aware of the status or outcome of all counseling efforts the counseling agency undertakes with a specific Borrower.

•
Compliance with Applicable Law. All Early Delinquency Counseling efforts must comply with the requirements of applicable federal and State laws, including the Equal Credit Opportunity Act, the Fair Debt Collection Practices Act, and the Fair Credit Reporting Act.

•
Initial Contact with delinquent Borrower. If the Borrower is experiencing a Delinquency, the Servicer must:

•
Send a letter advising the Borrower of the availability of free counseling

•
Contact the delinquent Borrower to determine the Borrower's current financial situation and the reason for the Delinquency

•
Counseling Process and Actions. The counseling must include the following:

•
Analyzing the Borrower's financial situation and developing a plan of action for solving the Delinquency, which in most cases will be a budget worksheet or workout plan giving priority to the Mortgage payment

•
Developing a budget and debt repayment plan enabling the Borrower to meet his or her financial obligations

•
Reviewing the budget worksheet or workout plan with the Borrower and the Servicer, if applicable, so a decision can be made on how to proceed

•
Time Schedule. The timetable for Early Delinquency Counseling must begin after a Delinquency occurs and proceed according to the following schedule:
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•
Servicing File. Regardless of whether the Servicer or a counseling agency provides the counseling, the Servicer must include in the individual loan Servicing file for a Mortgage:

•
A copy of the initial letter to the Borrower after closing

•
The date(s) that counseling was offered

•
The Borrower's response(s)

•
The name of the counseling agency providing the counseling (if not the Servicer)

•
A brief summary of the results of the counseling

•
Transfer of Servicing. If the Mortgage is included in a Transfer of Servicing before the end of the 1-year period during which Early Delinquency Counseling is required, the transferee Servicer must be informed of the requirement and must be able to provide the required counseling or make arrangements for a counseling agency, as necessary.



	(d)
	Modified Mortgages
The Servicer must extend additional efforts to a Borrower whose Mortgage has been modified under the loan modification workout option. To deter recurrence of default, the Servicer must:

•
Ensure the Borrower has received updated payment coupons prior to the Due Date of the first payment

•
During the first three months after the Mortgage is modified, call the Borrower within five Business Days after the payment Due Date if they have not remitted their payment to remind the Borrower that the payment was due on the first day of the month

•
Call the Borrower by the 10th day of Delinquency if the payment has not been received

•
Send the Notice of Default to the Borrower on the 45th day of Delinquency




64.5: Collection techniques (06/17/08)
	(a)
	Collection techniques
Servicing of a delinquent Mortgage must be based upon personal contact, either by telephone or face-to-face interviews with a Borrower. Form letters and notices, while having a place in any Servicing program, generally are not as effective as personal contact and must not be used exclusively.

The Servicer's collection techniques must include the use of:

1.

Telephone contacts or face-to-face interviews

2.

Written communications such as notices and letters

3.

Other responsible collection techniques used by prudent Mortgage Servicers




	(b)
	Personal contacts with the Borrower
Face-to-face or telephone discussions with the Borrower must result in the Servicer making:

1.

A determination of the cause of the Delinquency

2.

An evaluation of whether the cause is temporary

3.

A determination of the attitude of the Borrower toward the debt

4.

A determination of the Borrower's ability to repay the debt

5.

A determination of the Borrower's intent to keep the property

6.

An attempt to obtain a definite commitment from the Borrower to bring the Mortgage current

If there are no satisfactory arrangements made to bring the Mortgage current, a property inspection must be conducted between the 45th and the 60th day of Delinquency.

The Servicer may use a third party to conduct property inspections. All required inspections must be performed at the Servicer's expense in accordance with the requirements of Section 53.1.


64.6: Minimum collection requirements (08/01/08)
Changes to these requirements have been announced and will become effective on 01/01/09.
The Servicer must:

	•
	Be readily available to the Borrower to offer financial counseling and advice


	•
	Make personal contact with the Borrower as early and often as necessary to promptly cure the Delinquency


	•
	Continue to contact the Borrower if satisfactory arrangements have not been made to cure the Delinquency or until the Servicer determines foreclosure is appropriate


The following chart lists the minimum collection efforts that must be made in an attempt to bring a delinquent Mortgage current:
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	Mail the breach letter for modified Mortgages and Second Mortgages/HILs that do not have satisfactory payment arrangements no later than[image: image53.png]
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	Conduct a property inspection if no arrangements have been made to bring the Mortgage current.

Contact each known superior lienholder[image: image55.png]


 

	45-60[image: image56.png]


 
	Send initial foreclosure alternative letters[image: image57.png]


 

	60[image: image58.png]


 
	Mail the breach letter for First Lien Mortgages not previously modified that do not have satisfactory payment arrangements no later than[image: image59.png]
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	Refer all Mortgages, including First Lien Mortgages, modified Mortgages, and Second Mortgages/HILs with expired breach letters to foreclosure no later than[image: image61.png]


 


In addition, for leasehold Mortgages, you must contact the lessor and if required under the terms of a non-disturbance agreement, any lender with a prior lien on the fee simple landowner/lessor's fee simple interest.

If satisfactory arrangements to cure a Delinquency have not been obtained, the Servicer must continue to follow up with notices, letters, telephone contacts or face-to-face interviews, etc., until the Mortgage has been brought current or until the Servicer determines that foreclosure or an alternative to foreclosure is appropriate.

If collection efforts are unsuccessful, the Servicer must attempt to cure the Delinquency in the shortest period possible by pursuing alternatives to foreclosure set forth in Chapters 65, A65 and B65 or initiating foreclosure action as set forth in Chapter 66. For Delinquency and credit repository reporting requirements, refer to Sections 64.10 through 64.11 and 55.4.

64.6: Minimum collection requirements (Future effective date 01/01/09)
These requirements will become effective on 01/01/09. View current requirements.
The Servicer must:

	•
	Be readily available to the Borrower to offer financial counseling and advice


	•
	Make personal contact with the Borrower as early and often as necessary to promptly cure the Delinquency


	•
	Continue to contact the Borrower if satisfactory arrangements have not been made to cure the Delinquency or until the Servicer determines foreclosure is appropriate


The following chart lists the minimum collection efforts that must be made in an attempt to bring a delinquent Mortgage current:
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	Identify delinquent modified Mortgages and Second Mortgages/HILs[image: image67.png]
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	Conduct a property inspection if no arrangements have been made to bring the Mortgage current.

Contact each known superior lienholder[image: image77.png]
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In addition, for leasehold Mortgages, you must contact the lessor and if required under the terms of a non-disturbance agreement, any lender with a prior lien on the fee simple landowner/lessor's fee simple interest.

If satisfactory arrangements to cure a Delinquency have not been obtained, the Servicer must continue to follow up with notices, letters, telephone contacts or face-to-face interviews, etc., until the Mortgage has been brought current or until the Servicer determines that foreclosure or an alternative to foreclosure is appropriate.

If collection efforts are unsuccessful, the Servicer must attempt to cure the Delinquency in the shortest period possible by pursuing alternatives to foreclosure set forth in Chapters 65, A65 and B65 or initiating foreclosure action as set forth in Chapter 66. For Delinquency and credit repository reporting requirements, refer to Sections 64.10 through 64.11 and 55.4.

64.7: Property inspections (12/14/05)
If the Servicer is unable to establish satisfactory arrangements to bring the Mortgage current or if a repayment plan agreed to by the Borrower is breached, the Mortgaged Premises must be inspected to determine their physical condition and occupancy status before further Servicing action is taken or recommended.

	(a)
	Inspection dates
A property inspection must be made between the 45th and 60th day of Delinquency and again every month thereafter until satisfactory repayment arrangements have been made.



	(b)
	Curbside inspections
Freddie Mac does not generally consider curbside property inspections to be sufficient. However, there may be circumstances (such as personal danger to the inspector) or legal constraints (such as bankruptcy) under which a curbside inspection would be appropriate.



	(c)
	Abandonment or waste
When the Servicer learns that the Mortgaged Premises have been abandoned or are in a severe state of deterioration, waste or disrepair, the Servicer must take action as required in Sections 67.27 and 67.28.



	(d)
	Documentation requirements
Each property inspection must be documented by an inspection report prepared on Form 1013, 1-4 Unit Property Inspection Report. The Servicer may use its own form or a form prepared by the inspection company performing the inspection, including a computer-generated form, provided that the form allows the Servicer to record and report, at a minimum, the information requested in Form 1013.

All required inspections must be performed at the Servicer's expense, in accordance with the requirements of Section 53.1.



	(e)
	Reports
Inspection reports must be retained in the Mortgage file or other form of data storage, as long as the file is retained by the Servicer.


64.8: Rental property (04/25/06)
If satisfactory arrangements for repayment of the Delinquency have not been made, the Servicer must request that the Borrower consent to the appointment of a real estate agent or other agent to collect rents, maintain the Mortgaged Premises and make payments to the Servicer. If such arrangements are not made, the Servicer must determine what means are available to obtain the rental income and submit a recommendation to Freddie Mac (see Directory 5).

64.9: Second Mortgage/HIL requirements (04/03/00)
	(a)
	Superior lienholder contacts
In addition to the minimum collection requirements, the Servicer must contact all known superior lienholders before the 60th day of Delinquency to determine:

•
The status and unpaid principal balance (UPB) of each superior lien

•
Whether a First Lien secured by the same Mortgaged Premises has been sold to Freddie Mac

•
Whether the Borrower is also delinquent under the loan secured by a superior lien and what the affected lienholder intends to do to resolve the Delinquency



	(b)
	Superior lienholder advances
With Freddie Mac's written approval, the Servicer may make advances to superior lienholders to avoid Delinquency under obligations secured by superior liens, or to reinstate superior liens, when and to the extent necessary to protect the interests of Freddie Mac and prevent foreclosure. Freddie Mac will reimburse the Servicer in proportion to Freddie Mac's interest in the Second Mortgage/HIL.

If the unpaid balance of the Second Mortgage/HIL or some other consideration does not justify advances to prevent foreclosure by a superior lienholder, the Servicer should recommend charge off in accordance with Sections B65.49 through B65.53.


64.10: Monthly Electronic Default Reporting (EDR) (10/20/08)
	(a)
	Reporting to Freddie Mac
A Servicer must report, within the first three Business Days of a month, all Mortgages that were 30 or more days delinquent or Borrowers who were in bankruptcy during the previous month, regardless of whether the Borrower is current or delinquent in his or her Mortgage payments. The report must be submitted via an Electronic Default Reporting (EDR) transmission and must be usable and accurate.

A Servicer must continue to report on each Mortgage until:

•
The Mortgage is fully reinstated or paid off

•
A workout is completed

•
A foreclosure sale is held

•
The Borrower is no longer in bankruptcy and the Mortgage is current

The EDR transmission must be submitted via MIDANET® for the PC or another Freddie Mac-approved transmission method. For more information, contact (800) FREDDIE.

If, during the previous month, there were no Mortgages 30 or more days delinquent or Borrowers in bankruptcy, then a Servicer must submit an EDR transmission and indicate "no activity to report."

If a Servicer services Mortgages under more than one Seller/Servicer number, the Servicer must report via EDR for each number.

The default actions and associated codes are:
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Contested foreclosure & litigation (EDI term: contested foreclosure)[image: image98.png]
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Referred to foreclosure (EDI term: foreclosure started)[image: image100.png]
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Veterans Affairs — No-bid[image: image108.png]
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Chapter 7 bankruptcy petition filed[image: image114.png]
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Chapter 11 bankruptcy petition filed[image: image116.png]
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Broker's Price Opinion or appraisal report obtained (optional)[image: image126.png]
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Date of first right party contact with delinquent Borrower[image: image134.png]
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A Servicer must provide the following data elements for each Mortgage reported:

•
Seller/Servicer Number

•
Freddie Mac loan number

•
Due Date of Last Paid Installment (DDLPI)

In addition, the following data elements must be reported, as applicable:

•
Default action(s)

•
Default action date(s)

A Servicer must also report the following data elements in the earliest EDR transmission after receiving the information, but no later than when reporting on a Mortgage that is 90 days delinquent:

•
Default Reason*

•
Property Condition*

•
Occupancy Status*

--------------------------

*
Refer to Exhibit 82, Electronic Default Reporting Transmission Code List, for detailed descriptions of the default reason, property condition, occupancy status and associated codes.

--------------------------

There are other fields that must be completed for the transmission to be sent to Freddie Mac. For detailed programming instructions, please refer to A Guide to Electronic Default Reporting (EDR). Call (800) FREDDIE for a copy of the publication.



	(b)
	Reports from Freddie Mac
In response to a Servicer's monthly EDR transmission, Freddie Mac will make available, via the Freddie Mail option in MIDANET for the PC and Default Reporting Manager at http://www.freddiemac.com/singlefamily/service/tools.html, the following reports. The Servicer must retrieve these reports, review them and transmit any necessary information, as indicated below:

•
Default Exception Report — One Business Day after transmitting EDR information, a Servicer will receive this report that will contain any exceptions and errors on the Mortgages that were reported. The Servicer must correct all exceptions/errors documented on the report and transmit the corrected data to Freddie Mac.

•
Delinquencies/Foreclosures not Reported — A Servicer will receive this report the morning of the fourth Business Day of the month. It identifies any Mortgage that was reported as being 90 or more days delinquent during the prior month, but was omitted from the current month's EDR transmission and was not reported as fully reinstated or paid off, or that a foreclosure sale was held, or because a workout option was completed. If the Mortgage is still delinquent, you must report the delinquent Mortgage by the sixth Business Day of the month. If the Mortgage was not reported in the EDR transmission because a full reinstatement or payoff occurred, a foreclosure sale was held, or a deed-in-lieu of foreclosure was executed, a Servicer must report the action to Freddie Mac (see Sections A65.10, B65.48, 66.56 or Chapter 78 for these reporting requirements).

•
Default Compliance Report — A Servicer will receive this report each day from the fourth through the 13th Business Day of each month. This report identifies the number of loans reported to us that are 30, 60 and 90 or more days delinquent for the current reporting cycle. A Servicer must review the transmission to determine if it contains errors and follow up by transmitting any corrections.

For any questions related to EDR reporting, contact us at edr@freddiemac.com.


64.10.1: Penalties for failure to report via EDR (04/03/00)
A Servicer that fails to comply with the EDR reporting requirements in Section 64.10 will be subject to being assessed the noncompliance fees set forth in Section 78.47.

In addition, if the Servicer does not report a Mortgage to us as required via EDR and the Servicer requests reimbursement of expenses on that Mortgage, Freddie Mac reserves the right to deny reimbursement of those expenses on account of the Servicer's failure to report.

64.11: Supplemental paper Delinquency reporting (04/25/06)
The Servicer must submit Form 1013, 1-4 Unit Property Inspection Report, as stated below. This inspection report, or an equivalent form that meets the requirements of Section 64.7(d), must be submitted to Freddie Mac (see Directory 5) with appropriate recommendations within five Business Days of receiving any inspection report that indicates that the Mortgaged Premises are abandoned or found to be in a state of deterioration, waste or disrepair that warrants a physical condition rating of "poor." Refer to Section 67.2 for additional requirements relating to abandonment and similar adverse matters.
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Chapter 65:  Loss Mitigation
65.1: Introduction (01/02/97)
Through your collection efforts you have learned about a Borrower's attitude and intention toward his or her delinquent Mortgage obligation. When it becomes evident that your collection efforts have not resulted in the Borrower curing the Delinquency, your next course of action is to begin loss mitigation activities.

Loss mitigation activities minimize the potential credit losses that may result from a Borrower's inability to pay the Mortgage payments and any subsequent foreclosure action. Loss mitigation activities consist of:

	1.
	Analyzing the Borrower's financial situation, monitoring the condition of the property and oftentimes, determining the property value to find a solution to the Delinquency through the use of alternatives to foreclosure


	2.
	Initiating foreclosure when there is no viable alternative to foreclosure


	3.
	Managing and completing the foreclosure process to reduce expenses and accrued interest, protect and preserve the value of the property, and acquire title to the property within our State foreclosure time lines


This chapter provides you with our philosophy, expectations, guidelines and general requirements for managing your loss mitigation activities.

65.2: Loss mitigation process (01/02/97)
Loss mitigation activities occur in the part of the Mortgage servicing cycle represented by the fourth and fifth boxes in the following process flow.
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65.3: Chapter contents (06/22/07)
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65.4: Loss mitigation philosophy (04/14/00)
Our interest in a Mortgage, the Borrower and the home securing the Mortgage begins when we purchase the Mortgage. The Borrower's ownership of the home is jeopardized when he or she stops making monthly payments. We are committed to helping this Borrower find a solution to the Delinquency if he or she is experiencing financial difficulty in making his or her Mortgage payment such that the Mortgage is in default or imminent danger of default.

We recognize that not every Borrower who is experiencing financial difficulty can retain ownership of his or her home. When this is the case, you can help a Borrower understand the benefits of selling the property to avoid the consequences of foreclosure and the risk of a deficiency judgment, and preserve his or her credit rating.

We want you to pursue alternatives to foreclosure whenever possible, because they benefit not only the Borrower, but also you, us and other interested parties in the Mortgage by:

	1.
	Eliminating the staff time and expense you incur to service a delinquent Mortgage or a Mortgage in foreclosure


	2.
	Reinstating the servicing fee income you earn if a Mortgage Delinquency is cured


	3.
	Improving your relationship with the Borrower


	4.
	Minimizing our credit losses


	5.
	Reducing a mortgage insurer's (MI) or guarantor's claim payment, when applicable


Even after you have initiated foreclosure, you should still pursue alternatives to foreclosure to mitigate potential credit losses, whenever possible.

65.5: Overview (01/02/97)
We have specific expectations and requirements for how you manage your loss mitigation activities. These expectations and requirements are listed in Sections 65.6 and 65.7. We will evaluate your performance in managing your loss mitigation activities. Our performance standards are provided in Section 65.8.

65.6: Your responsibilities (05/21/04)
Your loss mitigation activities must include

	1.
	Pursuing reinstatement as the first option to resolve a Delinquency


	2.
	Analyzing the Borrower's financial situation, and determining his or her intention toward the Mortgage obligation


	3.
	Determining the value and condition of the property to calculate the Borrower's equity position and our potential loss if we were to acquire the property as a Real Estate Owned (REO)


	4.
	Pursuing alternatives to foreclosure when you determine the Borrower cannot reinstate, and doing so before the 90th day of Delinquency


	5.
	Continuing to pursue alternatives to foreclosure even after you have initiated foreclosure, if the Borrower or property circumstances change


	6.
	Managing the foreclosure process to ensure that expenses and accruing interest are minimized and to obtain clear and marketable title as soon as legally possible


In your loss mitigation activities you must comply with

	1.
	The specific requirements in this chapter and Chapters A65, Reinstatements and Relief Options; B65, Workout Options; and 66, Foreclosure


	2.
	All FHA, RHS, VA or MI requirements, if applicable


65.7: Operations (10/14/05)
Loss mitigation activities must be an integral part of your servicing operations.

Loss mitigation operations
We expect there to be coordination between your collection and loss mitigation staff.

You must ensure that you have:

	1.
	A documented process for loss mitigation activities and approving foreclosures


	2.
	Skilled staff devoted to loss mitigation activities


	3.
	Trained collections and loss mitigation staff who:

a.

Have the ability to gain a Borrower's confidence, and help him or her explore alternatives to foreclosure

b.

Provide counseling to a Borrower early in the Delinquency to explain his or her options, and the consequences of foreclosure or bankruptcy

c.

Maintain a record of conversations with a Borrower in the Mortgage file or other form of data storage

d.

Screen Borrower requests for assistance to identify legitimate workout candidates




65.8: Performance standards (01/02/05)
We will measure the following performance standards:

	1.
	Collection management


	2.
	Loss mitigation


	3.
	Foreclosure time line management


	4.
	Data integrity


Refer to your Performance Profile for the specific criteria in each of the above-mentioned categories.

65.9: Overview (07/01/01)
Alternatives to foreclosure are reinstatements, and relief and workout options that, when used, result in a resolution of a Mortgage Delinquency without foreclosing on the property.

A relief option is an alternative to foreclosure that provides a Borrower with temporary relief and will cure a Delinquency over a defined period of time.

A workout option is an alternative to foreclosure that eliminates or reduces the potential loss that we would incur if the property securing the Mortgage were acquired through a foreclosure sale.

Each option has specific criteria that must be met for the Borrower to be eligible for the option. Refer to Chapter A65 for the specific criteria and requirements for reinstatements and relief options, and Chapter B65 for workout options.

We also have a charge-off option available for use under certain conditions. The specific criteria for this option is contained in Chapter B65.

65.10: Reinstatements (07/01/01)
A reinstatement restores a delinquent Mortgage to current status either with a lump-sum payment of all amounts due or a partial payment followed by a repayment plan.

We have two types of reinstatements:

	1.
	Full reinstatement


	2.
	Partial reinstatement


65.11: Relief options (07/15/99)
A relief option provides temporary relief to a Borrower and allows the Borrower to cure the Delinquency over a defined period of time. Our relief options are:

	1.
	Repayment plan


	2.
	Short-term forbearance


	3.
	Long-term forbearance


65.12: Workout options where the Borrower retains the property (10/06/06)
A loan modification is a workout option that will enable the Borrower to retain homeownership.

65.13: Workout options for a Borrower unable to retain the property (10/06/06)
Our workout options for situations where it is not economically feasible for the Borrower to retain the property are:

	1.
	Short payoff


	2.
	Deed-in-lieu of foreclosure


	3.
	Workout Mortgage assumption


65.14: Charge-off (01/01/07)
A charge-off ceases collection efforts on a Mortgage when the debt is deemed to be uncollectible. You may submit a recommendation for a charge-off if you have considered all other relief and workout options and foreclosure may result in a higher credit loss to us than charging off the debt. See Section B65.50 for situations when we require you to make a recommendation for a charge-off.

65.15: Overview (07/15/99)
A Borrower must be delinquent in his or her Mortgage payments, or be in imminent danger of default, to be considered for an alternative to foreclosure. In most instances, the Borrower must have an involuntary inability to pay to be eligible for an alternative to foreclosure. However, if the alternative to foreclosure is a relief option with a repayment plan equal to, or less than, 12 months in duration then we do not require an involuntary inability to pay.

Exceptions to the involuntary inability to pay requirement are described in Section 65.19.

65.16: Delinquency, default and imminent danger of default (07/15/99)
Throughout this chapter and Chapters A65, B65 and 66, we will use the term Delinquency, which is defined in the Glossary, in our guidelines and requirements rather than the term default. Many of the specific requirements for relief and workout options are tied to the severity of the Delinquency.

A Borrower is considered to be in imminent danger of default, if, based upon the facts and circumstances of the particular Mortgage and using prudent business judgment, it appears more likely than not that the Borrower will default on his or her Mortgage payments within the next 12 months.

65.17: What is involuntary inability to pay? (04/14/00)
A Borrower is considered to have an involuntary inability to pay if he or she does not have the ability to make the monthly payments because of:

	1.
	An involuntary reduction of income due to:

(a)

Unemployment

(b)

A mandatory pay reduction (could result from elimination of overtime, reduction in regular working hours, or a reduction in base pay)

(c)

Underemployment following a previous job loss

(d)

Death of a Borrower or primary wage earner in the household

(e)

Decline in business earnings for a self-employed Borrower

(f)

Incarceration of a spouse or co-Borrower

(g)

Permanent or short-term disability

(h)

Serious illness of a household member

(i)

A divorce

(j)

A separation

(k)

A natural or man-made disaster impacting the Borrower's place of employment




	2.
	An unavoidable increase in expenditures due to:

(a)

A disability or illness that results in an increase in uninsured major medical expenses

(b)

A natural or man-made disaster damaging the property

(c)

An unanticipated capital expenditure for property maintenance such that, were the maintenance not performed, the property would experience sufficient deterioration to the point of affecting its value as security for the Mortgage, or its habitability

(d)

Overextended credit resulting from an involuntary inability to pay that caused the Borrower to use credit to pay his or her monthly Mortgage payments, medical obligations, food expenses or utility bills




65.17.1: Documenting involuntary inability to pay (04/14/00)
The Borrower must provide you with documentation to establish his or her involuntary inability to pay the Mortgage. The following list provides the minimum supporting documentation that you must obtain from the Borrower based on the situation causing the involuntary inability to pay.

	(a)
	Involuntary reduction of income
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Obtain copies of at least one item in each category[image: image163.png]


 

Unemployment[image: image164.png]
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Termination notice from the Borrower's employer[image: image166.png]
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At least one month of unemployment compensation checks[image: image168.png]
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Unemployment notice or filing documents[image: image170.png]


 

4.[image: image171.png]


 

Income tax return or a Form 1099-G reflecting the amount of unemployment benefits received[image: image172.png]


 

Mandatory pay reduction[image: image173.png]


 

1.[image: image174.png]


 

Pay stubs showing previous salary and new salary[image: image175.png]
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Employer notification[image: image177.png]


 

Underemployment following a previous job loss[image: image178.png]
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Documentation evidencing job loss[image: image180.png]
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Paystubs showing previous salary and new salary[image: image182.png]
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Previous year's tax return[image: image184.png]


 

Death of a Borrower or primary wage earner in the household[image: image185.png]
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Death certificate[image: image187.png]
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Obituary or newspaper article reporting the death[image: image189.png]


 

Decline in business earnings for a self-employed Borrower[image: image190.png]


 

The previous year's income tax return, and year-to-date profit and loss statement, along with signed contracts from clients for work scheduled (if applicable)[image: image191.png]


 

Incarceration of a spouse or co-Borrower[image: image192.png]
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Legal documents proving the incarceration[image: image194.png]


 

2.[image: image195.png]


 

Newspaper article reporting the incarceration[image: image196.png]


 

Permanent or short-term disability[image: image197.png]
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Doctor's certificate of disability[image: image199.png]
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Insurance notification[image: image201.png]
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Proof of monthly insurance benefits or government assistance (if applicable)[image: image203.png]
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Tax return showing medical deductions[image: image205.png]
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Medical bill collections evidenced on current credit report[image: image207.png]


 

Serious illness of a household member[image: image208.png]
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Doctor's certificate or letter[image: image212.png]
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Proof of monthly insurance benefits or government assistance (if applicable)[image: image216.png]
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Tax return showing medical deductions[image: image218.png]
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Medical bill collections evidenced on current credit report[image: image220.png]
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Divorce decree signed by the court[image: image223.png]
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Current credit report evidencing recorded divorce decree[image: image225.png]
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Tax returns showing change in marital status[image: image227.png]
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Separation agreement signed by the court if separation is legally documented by the court[image: image230.png]
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Proof that separate income and expense accounts have been established for at least three months if separation is not legally documented by the court[image: image232.png]
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Current credit report evidencing recorded separation agreement[image: image234.png]


 

Natural or man-made disaster impacting the Borrower's place of employment[image: image235.png]
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Statement from the employer (if income has been reduced, see mandatory reduction in pay above)[image: image237.png]
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Employer notification if employer is closed (see unemployment above)[image: image239.png]
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Newspaper article reporting the disaster[image: image241.png]


 




	(b)
	Unavoidable increase in expenditures
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Disability or illness that results in an increase in uninsured major medical expenses[image: image244.png]
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Doctor's certificate of disability[image: image248.png]
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Proof of monthly insurance benefits or government assistance (if applicable)[image: image250.png]
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Tax return showing medical deductions[image: image252.png]
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Medical bill collections evidenced on current credit report[image: image254.png]


 

Natural or man-made disaster which damaged the property[image: image255.png]
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Inspection, engineer's or geological report[image: image259.png]
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Federal Emergency Management Agency grant or Small Business Administration loan[image: image261.png]
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Newspaper article reporting the disaster[image: image263.png]


 

Unanticipated capital expenditure for property maintenance that if not done, the property would experience sufficient deterioration to the point of affecting its value as a security for the Mortgage or its habitability[image: image264.png]
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Environmental reports (if available)[image: image268.png]
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Invoices for repairs[image: image270.png]


 

Over-extended credit resulting from an involuntary inability to pay that caused the Borrower to use credit to pay his or her monthly Mortgage payments, medical expenses, food expenses or utility bills[image: image271.png]
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Credit card bills with description of charges or showing cash advances[image: image273.png]
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Documentation from an approved credit counseling agency[image: image275.png]


 




65.18: Situations not considered to be an involuntary inability to pay (04/14/00)
A Borrower is not considered to have an involuntary inability to pay if he or she has:

	1.
	Experienced depreciation in his or her property value


	2.
	Voluntarily quit a job (For example, voluntarily quitting to stay home and care for children or return to school.)


	3.
	Voluntarily reduced the number of hours worked, and therefore reduced the amount of pay


	4.
	A job that has normal seasonal layoffs


	5.
	Over-extended credit caused by excessive spending for non-essential items


	6.
	Unnecessary monthly expenses due to personal lifestyle decisions


	7.
	Temporary income interruption, but the Borrower has assets (liquid or that can be liquidated) available to pay the Mortgage


	8.
	Bought another home and the Borrower chooses not to pay both Mortgage payments


65.19: Exceptions to involuntary inability to pay (01/02/04)
A Borrower who is not experiencing an involuntary inability to pay may be eligible for an alternative to foreclosure when one of the following conditions exists:

	1.
	The property is under contract to be sold, marketable title to the property can be conveyed to the purchaser and the Mortgage will be paid in full. In this case, short-term forbearance may be appropriate.


	2.
	The property is under contract to be sold for less than what is owed on the Mortgage, but we will be made whole through mortgage insurance proceeds, a cash contribution and/or a promissory note (make-whole preforeclosure sale).


	3.
	There is a Risk of Property Ownership (refer to Section 65.20 for a definition) to us. In this case, any workout option other than a deed-in-lieu of foreclosure may be appropriate.


	4.
	The Mortgage is secured by a Manufactured Home and the Borrower meets the remaining eligibility requirements for a short payoff or a workout Mortgage assumption. In addition, we will also consider your recommendation for a loan modification. Submit your recommendation as specified in Section B65.17.


	5.
	The Borrower voluntarily relocates over 20 miles from his or her job site and cannot afford to pay both housing expense payments and:

(a)

We receive 100 percent of the "as-is" value with a 90-day marketing time (from a BPO with an interior inspection) for the short payoff, and

(b)

The Borrower is willing to participate in the loss up to his or her ability




65.20: Risk of Property Ownership (01/02/04)
Risk of Property Ownership exists when there is a risk of liability to us if we become the owner of the property. For example, there is Risk of Property Ownership if Hazardous Substances exist on or around the property, or the property has been cited for a lead-based paint violation, or if the property is in such deteriorated condition that it poses a safety risk.

You must review the property inspection reports that you receive to determine if a Risk of Property Ownership exists. Refer to Section 67.27 for the requirements for managing a Mortgage with a Risk of Property Ownership.

65.21: Condition for granting relief or workout options (04/14/00)
The Borrower must make a commitment to reduce any discretionary, unnecessary expenditures as a condition of our granting a relief or workout option. Additionally, the Borrower is expected to work out similar relief or workout options with other creditors whenever possible.

65.22: Overview (07/09/01)
When you have a Mortgage Delinquency that cannot be cured through your normal collection activities, evaluating the situation is the first and most important step in the loss mitigation process. Counseling the Borrower is the second most important step. To evaluate the situation you must analyze the reason for the Delinquency and determine if the Borrower can cure the Delinquency through reinstatement or a relief option.

If the Borrower cannot reinstate, and a relief option will not resolve the Delinquency, then your next course of action is to:

	1.
	Collect and analyze the Borrower's financial information and circumstances


	2.
	Determine the condition and value of the property, when applicable


	3.
	Analyze the Mortgage characteristics and terms, when applicable


	4.
	Determine the best course of action


These steps are described in Sections 65.23 through 65.28.

65.23: Analyze the reason for Delinquency (07/09/01)
During your collection activities you should have determined why the Borrower has not paid his or her Mortgage payments. Additionally, you should have determined the Borrower's willingness to resolve the Delinquency problem and have counseled the Borrower about the consequences of the Delinquency.

If you have determined the Borrower's reason for not paying the Mortgage payment is temporary, you may consider whether a partial reinstatement, a repayment plan or short-term forbearance may be a solution to cure the Delinquency. To consider such alternatives, the Borrower must have the ability to make payments and bring the Mortgage current within one year. Additionally, the Borrower should want to retain ownership of the home. If the Borrower wants to sell the property and has the property under contract for sale, you may consider a short-term forbearance.

If the Borrower's financial situation and/or circumstances will not permit him or her to bring the Mortgage current within a year, then you need to analyze the Borrower's financial situation to determine a long-term solution to the Delinquency. See Section 65.24 for our requirements and guidelines for analyzing the Borrower's financial situation.

65.24: Collect and analyze the Borrower's financial information and circumstances (04/25/07)
When you have determined that a Borrower cannot cure the Delinquency through a reinstatement, a repayment plan, or a short-term forbearance, then your next step is to collect and analyze the Borrower's financial information and circumstances to determine if a long-term forbearance or a workout would resolve the Delinquency.

You must have the Borrower complete and sign Form 1126, Borrower Financial Statement. Additionally, the Borrower must provide you with a letter signed by the Borrower that contains a description of the circumstances that caused the Delinquency, whether he or she wants to retain ownership of the property, and whether he or she has a plan or course of action to resolve the Delinquency.

Analyze the financial information and the Borrower's letter explaining the circumstances to determine what ability he or she has to make payments on the Mortgage now, and in the future. From the documentation and your conversations with the Borrower, you need to determine if he or she has a cooperative attitude and wants to work with you to explore potential solutions to the Delinquency.

In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.

65.25: Using a valuation to determine the condition and/or value of the property (06/22/07)
You should be familiar with Freddie Mac's definitions for the following terms as they relate to valuation of the property:

	•
	Broker's Price Opinion (BPO)


	•
	Hazard Distressed BPO


You must obtain a valuation from us through BPOdirect® (refer to Sections 65.38 through 65.39) at the same time you send Form 1126, Borrower Financial Statement, to the Borrower. The valuation may be an automated value or a BPO, depending upon the workout type and purpose of your valuation request. A BPO is more comprehensive and contains the probable sale price of the property and information about the condition of the property. A Hazard Distressed BPO is a BPO conducted to determine the value of a damaged property.

See Section 65.38 for instructions on when to order a property valuation.

See Section 65.39 for instructions on how to order a property valuation.

If there are any adverse conditions in, or affecting the property, then you should not consider any course of action (deed-in-lieu of foreclosure or foreclosure) that would lead to our acquiring the property without our prior approval.

65.26: Search for lead-based paint violations on 2- to 4-unit properties in Massachusetts and New York City (10/06/06)
Before considering a long-term forbearance or a workout option on a Mortgage secured by a 2- to 4-unit property located in Massachusetts and built before 1978, you must conduct a search with the local oversight authority that administers lead-based paint law compliance (such as, the Department of Health) to determine whether there are any outstanding lead-based paint citations against the property or property owner.

For properties in New York City (Brooklyn, Bronx, Manhattan, Queens and Staten Island) built before 1960, you must conduct a search with the Health Department to determine whether there are any outstanding health code violations against the property. You must also conduct a search with the Department of Housing Preservation and Development to determine whether there are any outstanding lead-based paint citations or violations against the property.

If there are any outstanding citations or violations, or if you are aware of any lead-based paint litigation against the property or property owner, you must submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

Include on/with Form 105:

	1.
	The number and ages of all children under the age of seven that are residing in the property


	2.
	A copy of the citation or violation and any other pertinent information


65.27: Analyze the mortgage characteristics and terms (05/15/97)
You must review the Mortgage characteristics and terms to determine what effect they might have on determining a course of action to resolve the Delinquency.

You need to compare the unpaid principal balance and any delinquent amounts to the probable sale price of the property to determine the Borrower's equity position and our potential loss should we have to acquire the property, if the Delinquency cannot be cured or resolved.

Reviewing the Mortgage product type and the current interest rate compared to current market interest rates can alert you to potential roadblocks in curing a Delinquency. For example, if the Mortgage is an adjustable-rate Mortgage, the Borrower may be facing a new monthly payment that he or she cannot afford.

65.28: Determine the best course of action (08/21/06)
After evaluating the Borrower's financial information and circumstances, the value and condition of the property, and the Mortgage characteristics and terms, you can begin to determine the best course of action to resolve the Delinquency. Use the information you gathered and compare the results to the requirements for our various relief and workout options.

If the Borrower's property has been damaged by a natural or man-made disaster, or the Borrower has an extraordinary circumstance, then consider recommending a long-term forbearance. If the Borrower wants to keep the property and has a source of stable monthly income, then consider whether to recommend a loan modification. If the Borrower cannot or does not want to retain ownership of the property, then consider recommending workout options that allow the Borrower to sell or transfer the property.

If a relief or workout option will not resolve the Delinquency, then you must initiate foreclosure in accordance with the requirements in Chapter 66.

Refer to Chapter 68, Servicing Mortgages Impacted by a Disaster, for additional requirements for Mortgages secured by properties affected by a disaster.

65.29: Overview (05/15/97)
To protect the value of a property securing a Mortgage, you are required to obtain a property inspection. Section 65.33 details when you must order a property inspection.

65.30: What is a property inspection? (05/15/97)
A property inspection is an exterior inspection of the property to determine

	1.
	The condition of the property


	2.
	If there is any waste, deterioration or vandalism


	3.
	The occupancy status


	4.
	If the property has been abandoned


	5.
	If the property is listed for sale


	6.
	If there are obvious environmental hazards


	7.
	If there is deferred maintenance or there are health and safety problems


	8.
	If visible asset preservation is needed


Servicing Note:
Generally, we do not consider a curbside inspection to be sufficient. However, there may be circumstances (such as personal danger to the inspector) or legal constraints (such as bankruptcy) under which a curbside inspection would be appropriate.

65.31: What is deferred maintenance? (05/15/97)
The property is considered to have deferred maintenance when the Borrower has allowed the property condition to deteriorate to a point where general maintenance items such as trash removal, painting, yard work and general repairs have not been performed.

65.32: Documenting inspections (04/03/00)
	(a)
	Form to use
You must document each inspection of the property with an inspection report that is prepared on Form 1013, 1-4 Unit Property Servicing Inspection Report, or a substitute report. The substitute report can be your own form or a form the inspection company performing the inspection prepares, including a computer-generated or automated form. The substitute form must contain all of the data elements on Form 1013.



	(b)
	Retaining inspection reports
You must retain the inspection reports in the Mortgage file or other form of data storage for the same period of time that you retain the Mortgage file.


65.33: When to order a property inspection (01/02/04)
You must obtain a property inspection between the 45th and 60th day of Delinquency, and again every month thereafter until the Delinquency is cured or repayment arrangements have been agreed to and the Borrower has begun making payments.

You must also order a property inspection upon identification of the condition stated below, even if the Mortgage payments are less than 45 days delinquent when you:

	1.
	Suspect the Borrower may have abandoned the property


	2.
	Become aware that an adverse condition, such as an environmental hazard, may be affecting the property


65.34: Results of inspection (01/02/04)
Review the completed inspection report and determine if any further action is needed.
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	Enter on your monthly EDR reporting the date that you became aware that the property was listed for sale[image: image283.png]


 

	Vacant and/or not maintained[image: image284.png]


 
	Follow the requirements in Sections 67.27 and 67.28
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65.35: What is an abandoned property? (04/03/00)
An abandoned property is:

	1.
	A property to which the owner has voluntarily and intentionally relinquished ownership, claim and control, or


	2.
	As otherwise defined under local laws. Factors evidencing abandonment include vacancy, waste, deterioration and lack of utilities.


65.36: Cost of property inspection (06/22/07)
We reimburse you for a portion of the cost of a property inspection conducted by an outside service. Refer to Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts.

65.37: What is a BPO? (06/22/07)
This section has been deleted.

65.38: When to obtain a property valuation (06/22/07)
You, or your designated counsel/trustee if they are handling the case, must obtain a valuation directly from us through BPOdirect®. If you use our designated counsel or trustee to process a foreclosure, then the designated counsel or trustee will order the valuation for the opening foreclosure bid for you.

You must obtain a property valuation when you are:

	1.
	Recommending a long-term forbearance, workout option or charge-off

When used for recommending an alternative to foreclosure, you must obtain a valuation when you receive the Form 1126 from the Borrower. In some instances, a Broker's Price Opinion (BPO) with an interior inspection of the property may be required.


	2.
	Preparing bidding instructions for a foreclosure sale, unless State law requires an appraisal report

•
If State law requires that you use an appraisal report to set the bid, then you must obtain our approval to order the appraisal report by submitting Form 105 to us (see Directory 6) at least 30 days before the scheduled foreclosure sale date. If you do not obtain our prior approval, we will not reimburse you for the appraisal expense.

•
When State law requires you to order an appraisal report rather than a BPO, and we have approved the use of an appraisal report as described above, you are responsible for ordering it from an appraiser of your choice in accordance with applicable law.

•
In States where the sheriff or trustee orders an appraisal to determine the opening bid at a foreclosure sale, you must still order a BPO to determine the maximum bid you are authorized to make on our behalf, which is the lesser of the 90-day fair market value of our BPO or the total debt.




Additional Notes
	•
	If you have a BPO that is not more than 120 days old, you do not need to order another BPO


	•
	Refer to Chapters A65 and B65 for specific requirements for obtaining a property valuation to recommend an alternative to foreclosure, and Section 66.39 for requirements for obtaining a valuation to prepare bidding instructions


65.38.1: Checking the status of a BPO request (12/14/05)
This section has been deleted.

65.39: How to obtain a property valuation (06/17/08)
You must obtain property valuations via the Internet from our web site at: https://www.bpodirect.net. Each employee of a Servicer authorized to obtain valuations must have a separate password and ID to access BPO direct®. An authorized employee who does not have a password and ID should go to the web site and select Servicer Registration. For security purposes, passwords and IDs should not be shared. Once an employee registers, a password and ID will be sent to that employee via e-mail, using the e-mail address that the employee provides.

If you have any questions about obtaining a property valuation, you may contact us (see Directory 6).

When you log into BPOdirect, the web site may display an automated value if one is available. If we permit an automated value for the option you are evaluating (refer to Chapters A65 and B65 for specific requirements for obtaining a valuation to recommend an alternative to foreclosure and Section 66.39 for requirements for obtaining a valuation to prepare bidding instructions), then you may use this automated value. There is no cost associated with automated values. If we require a Broker's Price Opinion (BPO) for the situation you are evaluating, then you must take the additional step of ordering a BPO from BPOdirect.

When the broker has completed the BPO, you will be e-mailed a copy of the BPO. This BPO value will also be available to you on BPOdirect.

65.39.1: Checking the status of a Broker's Price Opinion (BPO) order (06/22/07)
You may determine the status of your BPO order by accessing our web site at https://www.bpodirect.net and entering the Freddie Mac loan number. If you have questions about your BPO order, you may contact us (see Directory 6).

65.40: Valuation costs (06/22/07)
We do not charge a fee for automated valuations. If the valuation you obtain is a Broker's Price Opinion (BPO), the cost of the BPO varies depending upon the reason it is ordered.

	If You Submit a BPO Order to Us:[image: image286.png]
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	Recommend a:

• Workout on a Mortgage secured by a 2- to 4-unit property

• Short payoff

• Deed-in-lieu of foreclosure

• Workout on a Mortgage secured by a Manufactured Home[image: image289.png]
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	Determine value for cancellation of Borrower-paid mortgage insurance[image: image292.png]
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	Initiation of foreclosure on a Second Mortgage/HIL[image: image295.png]
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	If an automated value is not available or permitted or the MI requires a BPO, submit a BPO order to us to recommend a:[image: image298.png]
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	Prepare bidding instructions for a foreclosure sale[image: image304.png]
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65.40.1: Remitting BPO Cost reimbursements to us (08/15/08)
	(a)
	BPOs ordered for loss mitigation or foreclosure
For BPOs ordered for loss mitigation or foreclosure, you must forward a check made payable to the Federal Home Loan Mortgage Corporation at the following address:

FREDDIE MAC
PO BOX 93434
CHICAGO, IL 60673-3434

Send overnight and courier deliveries to:

ATTN FREDDIE MAC 93434
JP MORGAN CHASE
131 S. DEARBORN – 6TH FLOOR
CHICAGO, IL 60603
(312) 732-6874

Whenever possible and when State law allows, you must collect the cost of any applicable BPOs from the Borrower if the Mortgage was fully reinstated, paid-off, modified or assumed under our workout Mortgage assumption option. If you were unable to collect the cost of the BPO from the Borrower, you must document in the Mortgage file the reason you were unable to collect the funds. We will review your reasons for noncollection when we audit your files.

If the Borrower is offering to fully reinstate the Mortgage and can pay all arrearages and costs, except for the cost of the BPO, you may reinstate the Mortgage without collecting the BPO cost. You are not required to remit the BPO funds to us. You must document the reason for nonremittance in the Mortgage file.

You may collect accrued late charges from the Borrower once all other arrearages and costs, including the BPO costs, are paid.



	(b)
	BPOs ordered for Borrower-paid mortgage insurance cancellation
For BPOs ordered for cancellation of Borrower-paid mortgage insurance, you will be billed for the cost of the BPO on your Performing Loans monthly Servicer Billing Statement.


65.41: Overview (07/09/01)
We understand that devoting resources to pursuing workouts can increase your servicing costs. Therefore, we have a compensation program to provide incentive payments for settled workouts.

65.42: Compensation program (12/18/08)
We compensate you for certain alternatives to foreclosure that you complete, as described below:

	(a)
	Eligible workouts settled and repayment plans meeting the criteria in Section 65.42(c)
Unless the workout is on a Second Mortgage or HIL, or the Mortgage is insured by the FHA, guaranteed by the VA or RHS, or was sold to us with recourse, or is subject to indemnification, or the workout was processed by us, you are eligible to receive compensation for workouts settled which include loan modifications, short payoffs, makewhole preforeclosure sales and deeds-in-lieu of foreclosure. We also compensate you for eligible repayment plans. See Section 65.42(c) for the specific criteria. These amounts are incentives and are not base servicing compensation. We may change these incentive payments at any time.



	(b)
	Compensation amounts
We will compensate you as follows:

•
With a fixed dollar amount for each settled loan modification and deed-in-lieu of foreclosure that is eligible under the program

•
According to the criteria set forth in Section B65.8 for each settled short payoff and makewhole preforeclosure sale that is eligible under the program

•
For eligible repayment plans (see Section 65.42(c))

Details of the compensation amounts are listed in Section B65.8.



	(c)
	Paying compensation
We will track all workouts you settle on a monthly basis. We will send you a check and the loan detail for all of the eligible workouts you settled and successful repayment plans that occurred during the period for which you are being compensated. We consider a workout settled when the documentation and transmission(s) specified below are received and processed by us.
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Loss Mitigation Transmittal Worksheet[image: image318.png]
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MIDANET® Transmission: Mortgage paid in full-prepaid[image: image322.png]
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A copy of the settlement statement[image: image326.png]
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MIDANET Transmissions: Foreclosure sale/DIL to report the acquisition of the property and loan-level transaction to report Mortgage as a transfer to REO[image: image342.png]
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We will determine if you are entitled to compensation for a successful repayment plan of a Mortgage that was 60 or more days delinquent based on the information you transmit to us via EDR and your monthly loan-level reporting as follows. You must have:

1.

Informed us that the Borrower has entered into a repayment plan (default action code 12)

2.

Notified us that the Mortgage is current or is paid in full




65.43: Fees and late charges (04/14/00)
You may not charge any additional fees to the Borrower other than those provided for in our relief and workout options. You may not refuse to consider a workout option or require payment of accrued late charges as a condition of doing a workout.

[image: image346.png]Bl

‘We make home possible




Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter A65:  Reinstatements and Relief Options
A65.1: Introduction (04/25/06)
The most desirable resolution to a Delinquency is reinstatement. Reinstatement is the act of restoring a delinquent Mortgage to current status. When your collection efforts do not result in reinstatement of a delinquent Mortgage, you should consider offering the Borrower a relief option.

A relief option is an alternative to foreclosure that provides a Borrower with temporary relief and will cure a Delinquency over a defined period of time.

If you have a Borrower whose situation does not meet our relief option eligibility requirements, but you feel a relief option is still the best possible solution to cure the Delinquency, submit a request to us (see Directory 5) for our review. Use Form 105, Multipurpose Loan Servicing Transmittal, and explain why you think a relief option is the best solution to the Delinquency.

A65.2: Reinstatement and relief options process (02/01/96)
You will find the requirements necessary for granting a reinstatement or a relief option to a Borrower in this chapter. Processing reinstatements or relief options occur in the part of the Mortgage servicing cycle represented by the fourth box in the following process flow. This process flow gives you a general overview of the process for accepting reinstatements and offering relief options. Refer to the requirements in this chapter for more details.
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A65.3: Chapter contents (02/01/96)
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A65.4: General requirements (04/25/06)
For all reinstatements and relief options you must:

	1.
	Comply with the requirements of the FHA, VA, RHS or mortgage insurer (MI) and obtain approval from the FHA, VA, RHS or MI, if applicable


	2.
	Not demand payment of expenses from the Borrower in excess of the costs you actually incurred at the time the Borrower reinstates the Mortgage. These costs may not exceed our approved expense amounts (see Exhibit 57A, Approved Attorney Fees and Title Expenses), unless you have obtained our approval to exceed these amounts by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) prior to incurring the expense.


	3.
	Not refuse to reinstate a Mortgage if the Borrower is unwilling or unable to pay a reinstatement or relief fee that is allowed by applicable law or the Purchase Documents. Among available options, you may defer collection of the fee until payoff of the Mortgage.


	4.
	Not charge the Borrower any of the costs itemized in Section 71.18


	5.
	Retain any written agreements in the Mortgage file


	6.
	Within two Business Days of the date on which you receive a written request for payoff or reinstatement figures, you must provide complete, written figures as of the request date to the attorney, trustee, workout specialist or outsourcing vendor requesting the information.


A65.5: Reinstatement process (10/31/97)
You will find the requirements necessary to reinstate a Mortgage in this part of the chapter. Reinstatement is the second stage of the manages delinquent Mortgage process, as shown below. This process flow gives you a general overview of the process for reinstating Mortgages. Refer to the requirements in this chapter for more details.
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A65.6: Reinstatement contents (10/31/97)
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A65.7: Types of reinstatement (06/22/07)
There are two types of reinstatement: full and partial.

	(a)
	Full reinstatement
The Borrower restores a delinquent Mortgage to current status by paying the total amount delinquent, including advances, accrued interest, legal costs and other expenses incurred.

With the exception of inspection fees, you must not charge or collect from the Borrower an amount that exceeds the expense limits specified in Exhibit 57A, Approved Attorney Fees and Title Expenses. In addition, the payment must not include reimbursement for costs you incurred if State law prohibits collection of those costs from the Borrower.



	(b)
	Partial reinstatement
The Borrower restores a delinquent Mortgage in foreclosure to current status by

1.

Paying an amount less than the total amount delinquent, including advances, legal costs and other expenses incurred

2.

Signing a repayment plan for the remaining arrearage

3.

Executing a stipulation or other form of agreement that suspends the foreclosure proceedings during the repayment plan and that allows you to recommence foreclosure at the point the foreclosure was suspended if the Borrower defaults on the repayment plan

4.

Completing the repayment plan

With the exception of inspection fees, you must not charge or collect from the Borrower an amount that exceeds the expense limits specified in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts, and Exhibit 57A. In addition, the payment must not include reimbursement for costs you incurred if State law prohibits collection of those costs from the Borrower.


A65.8: When to accept full reinstatement (7/1/05)
You must accept full reinstatement of a Mortgage if the payment, in cash or certified funds, includes the total amount delinquent, accrued interest, unpaid principal, actual legal costs including any advances, other expenses incurred including the cost of a Broker's Price Opinion (BPO), if applicable, inspection fees and accrued late charges. With the exception of inspection fees, regardless of expenses incurred, you must not charge the Borrower an amount that exceeds the expense limits specified in Exhibit 57A, Approved Attorney Fees and Title Expenses. In addition, the payment must not include reimbursement for costs you incurred if State law prohibits collection of those costs from the Borrower.

You must not refuse to accept a full reinstatement if the Borrower offers to pay all amounts due except for the cost of the BPO, inspection fees and accrued late charges. You may make arrangements with the Borrower to pay the late charges after the Mortgage is reinstated. If the Borrower can pay all arrearages, inspection fees and costs, except for the cost of the BPO, you are not required to collect the BPO cost from the Borrower or remit the cost of the BPO to us. You must document the reason for nonremittance of the BPO cost in the file.

You must collect the cost of the BPO before you can collect any accrued late charges.

A65.9: When to accept partial reinstatement of a Mortgage in foreclosure (04/25/06)
You must accept partial reinstatement of a Mortgage in foreclosure if the following conditions are met.

	1.
	The Borrower submits payment in cash or certified funds of:

(a)

All outstanding legal fees and related expenses, in amounts not to exceed the expense limits specified in Exhibit 57A, Approved Attorney Fees and Title Expenses, and

(b)

An amount equal to, at a minimum, the first payment due under the repayment plan




	2.
	The Borrower must execute a written plan that includes an agreement to repay the remaining delinquent interest, principal and escrow (if applicable) and the scheduled monthly payments, in no more than 12 months from the date you receive the partial reinstatement funds if there is an Escrow account on the Mortgage. If there is no Escrow account on the Mortgage, you must establish one and then may extend the repayment period to no more than 18 months without our approval.

The plan must state:

(a)

The amount of the partial reinstatement payment

(b)

The amount of the repayment plan payments

(c)

That the Borrower must pay all scheduled monthly payments during the period of the repayment plan

(d)

That the Borrower must continue monthly payments according to the terms of the Note at the end of the plan

(e)

The Borrower agrees that the foreclosure proceedings are suspended during the repayment plan and that you are entitled to recommence foreclosure at the point the foreclosure was suspended if the Borrower defaults on the repayment plan




	3.
	The Borrower must submit information demonstrating his or her financial ability to make the:

(a)

Partial reinstatement payment

(b)

Repayment plan payments (including the scheduled monthly payment) on a monthly basis

(c)

Monthly payments at the end of the repayment plan

At the end of the repayment plan, you may make arrangements with the Borrower to collect accrued late charges, inspection fees and the cost of the BPO. However, the payment must not include reimbursement for costs you incurred if State law prohibits collection of those costs from the Borrower.


If you or the Borrower propose a partial reinstatement plan that does not meet our criteria, but you believe it will result in the Borrower's reinstatement of the Mortgage, submit the plan on Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) for consideration.

A65.10: Reporting and processing the reinstatement (04/25/07)
	(a)
	Reporting full reinstatements
You must notify us when you accept a full reinstatement of a Mortgage that has been reported to us as 90 or more days delinquent or in foreclosure in the prior month. You must submit an Electronic Default Reporting (EDR) transmission within the first three Business Days of the month following the month in which you accepted the reinstatement funds. Use a default action code of 20 and provide the date of the full reinstatement. Discontinue reporting the Mortgage as delinquent in your monthly EDR transmission.

If the Mortgage has previously been reported as inactive, report the reinstatement in the Loan-Level Transaction as required in Section 78.28.

When you accept a full reinstatement of a Mortgage that was less than 90 days delinquent, you are not required to notify us, and you can discontinue reporting the Mortgage as delinquent in your monthly EDR transmission.

For additional information about EDR, refer to Section 64.10.



	(b)
	Processing partial reinstatements of Mortgages in foreclosure
You must notify us via an EDR transmission within three Business Days of the month following the month that you accepted a partial reinstatement of a Mortgage in foreclosure. You must also notify us that the Borrower is on a repayment plan and provide us with the Due Date of Last Paid Installment (DDLPI). The transaction must include all of the following:

1.

Default action code of 20 to indicate a partial reinstatement

2.

Default action code of 12 to indicate a repayment plan

3.

Date you entered into a repayment plan with the Borrower

4.

DDLPI as calculated after the payment is applied

You must continue to report the repayment plan action code of 12 for the Mortgage and the DDLPI in your future monthly EDR transmissions, until the Mortgage has been fully reinstated, paid off, a foreclosure sale is held, or a workout completed.

If the Borrower fails to make his or her payments under the repayment plan you must resume foreclosure proceedings, and report a default action code of 43 when submitting your EDR transmission.

For additional information about EDR, refer to Section 64.10.

If the Mortgage has been reported to us as inactive, report the partial reinstatement in the Loan-Level Transaction as required in Section 78.28.



	(c)
	Processing requirements
If you accept a full or partial reinstatement on a Mortgage that is or was in foreclosure, then you must process the transaction as follows:

1.

Take all necessary actions to prevent additional foreclosure expenses from being incurred, if applicable

2.

Pay any foreclosure expenses that were actually incurred

3.

Apply any remaining funds to the Mortgage

4.

Return the Note, if appropriate, with a paper copy of the original or electronic or system-generated version of Form 1036, Request for Release of Documents, to the applicable document Custodian by certified mail. If Freddie Mac's Document Custodial Operations (DCO) is holding the Note, then you must submit the Note and a paper copy of the original or electronic or system-generated version of Form 1036 to DCO (see Directory 4).




A65.11: Reimbursement of expenses (7/1/05)
If State law prohibits collection of incurred expenses from the Borrower, we will reimburse you for our proportionate share of any allowable expenses you incur. See Exhibit 57A, Approved Attorney Fees and Title Expenses, for details on allowable expenses.

A65.12: Relief options process (09/30/98)
You will find the requirements necessary for offering relief options in this part of the chapter. Offering relief options is the third stage of the manages delinquent Mortgage process, as shown below. This process flow gives you a general overview of the process for offering relief options. Refer to the requirements in this chapter for more details.
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A65.13: Relief options contents (09/30/98)
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A65.14: What is a repayment plan? (07/09/01)
A repayment plan is an agreement between you and a Borrower that gives the Borrower a defined period of time to reinstate the Mortgage by paying normal regular payments plus an additional agreed upon amount in repayment of the delinquency.

A65.15: Borrower requirements (07/09/01)
The Borrower must be cooperative and have the financial capacity to bring the Mortgage current.

A65.16: Repayment plan requirements (04/25/07)
Any repayment plan must:

	1.
	Lead to full reinstatement or payoff at the conclusion of the plan


	2.
	Be in writing if the plan exceeds three months and must specify the:

(a)

Total amount to be repaid

(b)

Beginning and end dates of the repayment period

(c)

Exact amount of the repayment plan payment that will be added to the Borrower's regular monthly payment




	3.
	Be sent to the Borrower. The document does not have to be signed by the Borrower or returned to you as a condition of the repayment plan. However, the Borrower must sign the agreement if the Mortgage is in foreclosure at the time he or she enters into the repayment plan. The repayment agreement must then contain a stipulation, if permitted by local law, that you are entitled to recommence foreclosure at the point the foreclosure was suspended if the Borrower defaults on the repayment plan.

In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.

You must keep as part of the Mortgage record or file:

(a)

The repayment plan (do not send us a copy)

(b)

The specifics of the repayment plan and the date you negotiated it with the Borrower

(c)

When you sent it to the Borrower

(d)

The reason why you agreed to the repayment plan




	4.
	Have a term greater than 1 month and less than, or equal to 12 months, unless otherwise approved by us in writing.


The repayment plan may include any accrued late charges due from the Borrower at the time you entered into the repayment plan with the Borrower. However, if the Borrower is paying as stipulated in the agreement, you must not accrue or collect late charges from the Borrower during the repayment plan.

A65.17: Approval authority (04/25/06)
You may approve a repayment plan that has a term greater than 1 month and less than or equal to 12 months without obtaining our approval. In addition, if there is no Escrow account on the Mortgage for taxes, and taxes are not current or the Borrower has not entered into a repayment plan with the taxing jurisdiction, then you may approve a repayment plan of up to 18 months under the following conditions:

	1.
	You must pay the delinquent taxes, and


	2.
	You must set up an Escrow account for future taxes


You must document your reasons for approving a repayment plan in the Mortgage file.

You must obtain our approval for a repayment plan that exceeds 12 months in duration unless the repayment plan includes the repayment of delinquent taxes. To obtain our approval, submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) and attach the following:

	1.
	Completed Form 1126, Borrower Financial Statement


	2.
	Borrower's letter explaining why he or she has an involuntary inability to pay (refer to Section 65.17.1)


	3.
	Documentation that substantiates an involuntary inability to pay


	4.
	A copy of the Borrower's most recent pay stub or voucher, indicating year-to-date earnings, or


	5.
	Year-to-date and previous year's profit and loss statements if the Borrower is self-employed


A65.17.1: Reporting repayment plans (07/09/01)
You must notify us via an EDR transmission within the first three Business Days of the month following the month that you entered into a repayment plan with a Borrower. You must continue to report that the Borrower is in a repayment plan until the Borrower has fully reinstated the Mortgage or the Borrower defaults on the repayment plan.

Use a default action code of 12 and provide the date you entered into a repayment plan with the Borrower. This date is when the repayment amount and schedule of payments is verbally negotiated and agreed upon with the Borrower.

For additional information about EDR, refer to Section 64.10.

A65.18: What is short-term forbearance? (10/06/06)
Short-term forbearance is a written agreement between you and the Borrower that, starting from the date of the agreement:

	1.
	Suspends payments for a period not to exceed 3 months, or


	2.
	Reduces payments for a period not to exceed 6 months


At the end of the short-term forbearance period, the Borrower must cure the Delinquency through a full reinstatement, payment in full, a repayment plan or a workout option. A loan modification is a type of workout option which enables the Borrower to retain homeownership (see Section 65.12). If the Borrower can no longer afford to retain the property, a workout option to liquidate the Borrower's interest in the property (see Section 65.13), such as a short payoff, deed-in-lieu of foreclosure or a workout Mortgage assumption, should be pursued.

Refer to Chapter A65 for requirements on reinstatements and relief options and to Chapter B65 for requirements on workout options.

A65.19: Borrower requirements (07/09/01)
The Borrower may be either current or delinquent in his or her Mortgage and must be cooperative.

A65.20: Short-term forbearance requirements (04/25/07)
The short-term forbearance agreement:

	1.
	Must be in writing


	2.
	Must be signed by you and the Borrower before the plan begins


	3.
	Must lead to full reinstatement or payoff of the Mortgage at the conclusion of the plan. This can be done by converting the short-term forbearance into a repayment plan. The repayment plan must meet the requirements in Sections A65.15 through A65.17.


	4.
	May include any accrued late charges due from the Borrower at the time you entered into the short-term forbearance agreement with the Borrower (You must not accrue or collect late charges from the Borrower during the short-term forbearance period, and the subsequent repayment plan period, if the Borrower is paying as stipulated in the agreement.)

In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.


A65.21: Approval authority (04/25/06)
You may approve a short-term forbearance without obtaining our approval. You must document your reasons for approving a short-term forbearance in the Mortgage file.

If you want to recommend a repayment plan with a duration of longer than 12 months, you must submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) to obtain our approval before entering into a repayment plan with the Borrower.

A65.21.1: Reporting short-term forbearance plans (07/09/01)
You must notify us via an EDR transmission within the first three Business Days of the month following the month that you and a Borrower entered into a short-term forbearance plan. Use a default action code of 09 and provide the date you entered into a forbearance plan with the Borrower. You must continue to report that the Borrower is in a short-term forbearance plan, until the Borrower has fully reinstated the Mortgage or the plan ends.

For addition information about EDR, refer to Section 64.10.

A65.22: What is long-term forbearance? (08/21/06)
Long-term forbearance is a written agreement between you and the Borrower (or estate) to reduce or suspend monthly payments for a period of 4 to 12 months from the date of the agreement, when one or more of the following conditions exist:

	1.
	The property has been damaged by a natural or man-made disaster


	2.
	A lawsuit that may jeopardize our lien position is pending


	3.
	The Borrower is deceased and the estate is in probate


	4.
	The Borrower is experiencing an involuntary inability to pay due to an outstanding major medical claim


Refer to Chapter 67, Adverse Matters, for additional requirements for Servicing properties affected by disaster or subject to litigation.

Refer to Chapter 68, Servicing Mortgages Impacted by a Disaster, for additional requirements for Mortgages secured by properties affected by a disaster.

A65.23: Borrower requirements (04/25/07)
To be eligible for a long-term forbearance, the Borrower must:

	1.
	Be cooperative


	2.
	Complete Form 1126, Borrower Financial Statement


	3.
	Provide you with a letter explaining the condition specified in Section A65.22 along with supporting documentation


	4.
	Be able to pay the arrears and maintain regular payments over a repayment period under a repayment plan that meets the requirements in Sections A65.15 through A65.17


In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.

If the Borrower is deceased and the estate is in probate, only condition 4 above is applicable. In this case, the estate must be able to meet this condition.

If the property has been damaged the Borrower must be unable to reside in the property until it is repaired, and be unable to make the payments for temporary housing and the monthly payments on the Mortgage while the property is being repaired, if applicable.

A65.24: Long-term forbearance requirements (06/22/07)
You must negotiate the terms of the long-term forbearance agreement with the Borrower. The long-term forbearance agreement:

	1.
	Must be in writing


	2.
	Must be signed by you and the Borrower before the plan begins


	3.
	At the end of the long-term forbearance period, the Borrower must cure the Delinquency through a full reinstatement, payment in full, a repayment plan or a workout option. A loan modification is a workout option that enables the Borrower to retain homeownership (see Section 65.12). If the Borrower can no longer afford to retain the property, a workout option to liquidate the Borrower's interest in the property (see Section 65.13) such as a short payoff, deed-in-lieu of foreclosure or workout Mortgage assumption should be pursued.

Refer to Chapter A65 for requirements on reinstatements and relief options and to Chapter B65 for requirements on workout options.


	4.
	Must state that you will initiate foreclosure if the Borrower defaults on the terms of the agreement


	5.
	May include any accrued late charges due you


In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.

You must obtain a valuation. If an automated value is unavailable or is not permitted, then you must order a Broker's Price Opinion (BPO) (see Section 65.39 for instructions on how to obtain a valuation) when you receive a completed Form 1126, Borrower Financial Statement, from the Borrower. See Section 65.39 for instructions on how to order a BPO. If, at the end of the forbearance term, the Borrower cannot start to repay the Mortgage, you may consider a workout option and/or initiate foreclosure.

A65.25: Approval authority (04/25/06)
You must obtain our written approval to enter into a long-term forbearance agreement with a Borrower.

Submit the following information to us (see Directory 5) to obtain approval:

	1.
	Completed Form 1126, Borrower Financial Statement, when applicable


	2.
	Form 105, Multipurpose Loan Servicing Transmittal, with the long-term forbearance plan details


	3.
	Borrower's letter explaining why he or she has an involuntary inability to pay, when applicable


	4.
	Documentation that establishes the Borrower's involuntary inability to pay (refer to Section 65.17.1)


A65.25.1: Reporting long-term forbearance plans (07/09/01)
You must notify us via an EDR transmission within the first three Business Days of the month following the month that you and a Borrower entered into a long-term forbearance plan. Use a default action code of 09 and provide the date you entered into a forbearance plan with the Borrower. You must continue to report that the Borrower is in a long-term forbearance plan, until the Borrower has fully reinstated the Mortgage or the plan ends.

If, at the end of the forbearance plan, you enter into a repayment plan with the Borrower as specified in Section A65.24, you must report the repayment plan via EDR according to Section A65.17.1.

For additional information about EDR, refer to Section 64.10.
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Chapter B65:  Workout Options
B65.1: Introduction (06/22/07)
Once you have determined that your collection efforts will not resolve a Delinquency, and that the use of a relief option is not a viable alternative to foreclosure, then you must consider whether the use of a workout option will prevent foreclosure. To consider a workout option you must analyze the Borrower's situation, including the nature of the involuntary inability to pay, and determine the condition and value of the property according to the guidelines and requirements in Chapter 65, Loss Mitigation. Apply the requirements in this chapter to decide whether to recommend a workout option to us.

If you have a Borrower whose situation does not meet all the workout option requirements, but you believe that a workout option is still the best solution to the Delinquency, then you may submit a recommendation to us for review along with the reason for your recommendation. Follow the submission procedures in this chapter.

Additionally, we have a charge-off option available to cease collection and loss mitigation activities on a Mortgage, under certain conditions.

B65.2: Workout options process (06/22/07)
You will find the requirements necessary for recommending and processing a workout option or a charge-off in this chapter. Processing workouts and charge-offs occur in the part of the Mortgage servicing cycle represented by the fourth box in the following process flow. This process flow gives you a general overview of the process for working with these options. Refer to the requirements in this chapter for more detail.
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B65.3: Chapter contents (01/02/97)
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B65.4: Approval authority (04/25/06)
You must submit each recommendation for a workout to us (see Directory 5) for review and decision. Additionally, you must obtain approval from the FHA, RHS, VA or mortgage insurer (MI), if applicable.

B65.5: Our rights (04/01/99)
Our approval of a workout does not limit our right to review the Mortgage file and invoke our remedies under the Guide. If our review of the Mortgage file discloses any failure to comply with the Guide and all other Purchase Documents, we have the right to require you to

	1.
	Compensate us and hold us harmless for any loss, damage or expense (including court costs and attorney fees) that we sustain


	2.
	Repurchase our interest in the Mortgage at any time under any of the circumstances outlined in Section 72.1


B65.6: Steps for processing a workout recommendation (04/01/99)
The process for recommending and completing a workout is as follows:

	1.
	You collect and analyze the required documentation and information as specified in the requirements in Sections 65.17.1 and B65.7


	2.
	You submit the required documentation and your recommendation to us for review


	3.
	We review the documentation and your recommendation and advise you of our decision


	4.
	You ensure that all approval conditions are met


	5.
	You ensure that the workout is closed within our required timeframes


	6.
	You conduct closing activities


B65.7: Documentation requirements (06/22/07)
In addition to the documents required to establish a Borrower's involuntary inability to pay (see Section 65.17.1), you must obtain the minimum required documentation as follows:
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	Form 1126, Borrower Financial Statement[image: image401.png]
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	Borrower letter explaining circumstances[image: image406.png]
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	Copy of the Borrower's most recent pay stub or voucher, indicated year-to-date earnings[image: image411.png]
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	Self-Employed Borrowers*
• Year-to-date profit and loss statement
• Copy of Borrower's signed federal income tax return for the previous year, including all pages and schedules
• Previous year's profit and loss statement if signed federal income tax return for the previous year is not available[image: image416.png]
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	Title Report[image: image427.png]


 
	Y**[image: image428.png]


 
	N[image: image429.png]


 
	N[image: image430.png]


 
	Y[image: image431.png]


 

	Property Sale Information[image: image432.png]


 

	Copy of fully executed sales contract with addenda[image: image433.png]
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	Copy of listing agreement[image: image438.png]


 
	N[image: image439.png]


 
	N[image: image440.png]


 
	N[image: image441.png]


 
	Y[image: image442.png]


 

	Estimated seller closing costs[image: image443.png]
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	Copy of Form 1077, Uniform Underwriting and Transmittal Summary[image: image448.png]
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	Copy of the approval letter from the MI

(This document may be sent after you submit the other documentation required above to us)[image: image454.png]
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Legend

Y = Yes (required)

N = No (not required)

+ = You are to use an automated value if available. If an automated value is unavailable, order an exterior BPO from us via BPOdirect®. If the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home you may not use an automated value, and you are to order an interior BPO from us via BPOdirect.

* = If the Borrower has been self-employed for less than 12 months, you must contact your Non-Performing Loans (NPL) representative

** = Refer to Section B65.20 for specific requirement and exceptions

*** = If applicable

In lieu of having a Borrower prepare, sign and return paper loss mitigation documents, the Servicer may collect loss mitigation information and documents from a Borrower electronically. See Section 50.3.1 for eligible documents and related requirements.

B65.8: Compensation (08/01/08)
	(a)
	For eligible settled workouts and successful repayment plans, you will be compensated as follows:
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For a successful repayment plan, if the following conditions are met:[image: image473.png]
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The Mortgage must have been 60 or more days delinquent at the time the Borrower entered into the repayment plan[image: image477.png]
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The Borrower must completely reinstate or pay off the Mortgage[image: image481.png]
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You must have reported the repayment plan to us via EDR as specified in Section A65.17.1
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Refer to Section 65.42 for additional information on our compensation program.



	(b)
	If your eligible settled workouts are performed by Freddie Mac, then you will receive:
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For every settled loan modification[image: image491.png]
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You are not eligible to receive compensation if:

•
The Mortgage was sold to us with recourse

•
The Mortgage is a Second Mortgage or HIL

•
The Mortgage is insured by the FHA

•
The Mortgage is guaranteed by the VA or RHS

•
The Mortgage is subject to indemnification




B65.9: Mortgage insurance claims (05/01/03)
We will file a claim for loss with the MI if the Mortgage is covered by mortgage insurance and we will manage the claims payment process with the MI. If the MI or Freddie Mac requests information or documentation from you pertaining to the claim, then you must provide the information or documentation to the MI or to us within the required timeframes, so that the final claim payment is not reduced or denied.

If the MI reduces or denies the claim due to your actions or actions that you failed to take, then you must reimburse us for the amount that is reduced or denied.

B65.10: Definitions for terms used in this chapter (7/1/05)
The terms defined below are used in this chapter and are unique to the requirements and processes for workout options.

	(a)
	Closing a workout
Closing a workout is the process to complete a workout transaction. Closing includes a settlement transaction (if applicable), recording any required documents with the appropriate government jurisdiction, reporting the transaction to us, remitting all funds collected from the workout to us, and ensuring that we receive your request for reimbursement of any allowable expenses within 30 days of the settlement date.



	(b)
	Indebtedness-to-value ratio
The total indebtedness-to-value (ITV) ratio is the total indebtedness, which includes the unpaid principal balance (UPB), accrued interest, Escrow advances and expenses (see Exhibit 57A, Approved Attorney Fees and Title Expenses, for the applicable expense limits) divided by the probable sale price determined by us.



	(c)
	Home inspection
An inspection of the property conducted by a certified member of the American Society of Home Inspectors to determine the interior and exterior condition of the property.


B65.11: What is a loan modification? (4/14/00)
A loan modification is a written agreement that you enter into with the Borrower that permanently changes one or more of the original terms of the Note, such as a/an:

	1.
	Reduction in the Note rate


	2.
	Reduction in the monthly payment


	3.
	Extension of the maturity date


	4.
	Increase in the amount of the unpaid principal balance (UPB) caused by capitalization of interest, Escrow amounts and/or other advances (no write-off or permanent reduction of the UPB of the Mortgage is allowed). Such an increase may lead to an increase in the monthly payment.


	5.
	Change in the product type


B65.12: When to consider a loan modification (01/02/04)
If the Borrower has a source of stable monthly income but it is not sufficient to pay the Mortgage payments including any other amounts due and the Borrower is cooperative and wants to retain ownership of the property, then you should explore the possibility of a loan modification as a solution to the Delinquency.

You may also recommend a loan modification when:

	1.
	There is Risk of Property Ownership and the Borrower wants to retain ownership of the property


	2.
	The Borrower is on a court-ordered Chapter 13 bankruptcy payment plan


	3.
	The Borrower is not experiencing or has not experienced an involuntary inability to pay, if the Mortgage is secured by a Manufactured Home and you believe it is in our best interest


Refer to Sections B65.13 through B65.16 for the eligibility requirements for a loan modification.

B65.13: Eligibility requirements (4/14/00)
To recommend a Borrower for a loan modification, you must ensure that all the eligibility requirements in the following sections are met:

	1.
	B65.14, Borrower requirements


	2.
	B65.15, Existing Mortgage requirements


	3.
	B65.16, Property requirements


B65.14: Borrower requirements (09/01/08)
The Borrower must meet all of the following requirements to be considered for a loan modification.

The Borrower must:

	1.
	Have stable income to support some level of monthly payment


	2.
	Be delinquent in his or her payments


	3.
	Not qualify for a standard Freddie Mac refinance program as outlined in Chapter 24


	4.
	Complete Form 1126, Borrower Financial Statement, including the financial information listed in Section B65.17


	5.
	Agree to contribute funds held in a buydown account, if any, to reduce the Delinquency or amount capitalized


	6.
	Be cooperative and allow access to the interior of the property for a BPO if the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home


We will consider a loan modification for a Borrower who is not delinquent in his or her Mortgage payment, but is in imminent danger of default, as long as the Borrower has an involuntary inability to pay. In addition, even if the Borrower is not experiencing or has not experienced an involuntary inability to pay, we will consider a loan modification if the property is a Manufactured Home and you believe it is in our best interest.

B65.15: Existing Mortgage requirements (08/01/08)
For a Borrower to be eligible for a loan modification, the following requirements must be met. The existing Mortgage must:

	1.
	Be at least 12 months old as of the date the Borrower submits the loan modification request


	2.
	Be a conventional First-Lien Mortgage currently owned in whole or in part by us. We will consider a loan modification on a Second Mortgage if the existing lien status will be maintained.


B65.16: Property requirements (01/02/04)
For the Borrower to be eligible for a loan modification, the property must have flood insurance if the property is located in an area that has been identified by the Director of the Federal Emergency Management Agency (FEMA) as a Special Flood Hazard Area (SFHA).

Servicing Note:
You must determine if the area where the property is located has been identified as a SFHA. This step must be taken even if the property was not located in a SFHA when the Mortgage was originated. If the property is located in a SFHA, then you must require that the Borrower purchase flood insurance as required in Section 58.3.

B65.17: Submitting a recommendation to us (12/19/07)
To recommend a loan modification, you must submit a completed Form 1126, Borrower Financial Statement, to us (see Directory 5) along with the documentation listed below.

	(a)
	Borrower information
1.

Borrower's letter explaining that he or she wants to retain homeownership and the reason why we should consider a loan modification

2.

A copy of an in-file credit report dated within 120 days of our approval for the loan modification

3.

Documentation that establishes the Borrower's involuntary inability to pay if the Borrower is not delinquent in his or her Mortgage payments but is in imminent danger of default (see Section 65.17.1)

4.

A copy of the Borrower's most recent pay stub or voucher obtained within the most recent 60 days, indicating year-to-date earnings

•
If the Borrower has obtained new employment, a copy of the first pay stub that the Borrower receives

•
Additional pay such as bonuses, commissions, tips or overtime; a copy of the most recent pay stub documenting the additional payment; or letter from the employer stating frequency of payment should be included when calculating the Borrower's income

5.

If the Borrower is self-employed:

•
A copy of the Borrower's signed federal income tax return for the previous year, including all pages and schedules.

•
A copy of the previous year's profit and loss statement if a copy of the prior year's signed federal income tax return is not available

•
A copy of a year-to-date profit and loss statement

If the Borrower has been self-employed for less than 12 months, you must contact your Non-Performing Loans (NPL) representative.

6.

If the Borrower has other income such as alimony, child support, social security, pension, rental income, public or family assistance, acceptable documentation includes:

•
Court order

•
Letter from provider or benefit letter

•
Proof of consistent payment such as copies of canceled checks, vouchers, bank statements and receipts

7.

Complete written payoff or reinstatement figures with a per diem interest as of the date that you submit the information

Servicers must compare the Borrower's Form 1126 and credit report to verify that all of the Borrower's expenses are accurately documented.

If the Borrower is a cosigner or guarantor on a debt for another person, Servicers must determine who is actually making the payments on the debt using canceled checks or other means when deciding whether to include the debt as a Borrower's expense.

If the Borrower does not meet the criteria for a loan modification, but is in default or imminent danger of default, or there are extenuating circumstances that warrant additional consideration, then we may require additional documentation and/or recommend another alternative to foreclosure.



	(b)
	Property information
1.

You must obtain a property valuation once you receive a completed Form 1126 from the Borrower. If an automated value is unavailable or the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home, then you must order a Broker's Price Opinion (BPO)

2.

You must submit a title report, if applicable




	(c)
	Mortgage insurer (MI) Approval
If the Mortgage is covered by mortgage insurance, you must fax a copy of the approval from the MI to us (see Directory 5) within two Business Days of your receipt of the MI's approval.


B65.18: Our decision about your recommendation (02/23/07)
We will review the documentation you submit and make a decision to approve or deny the modification request.

	(a)
	Approval of request
If we approve the modification request, we will send you a Loss Mitigation Transmittal Worksheet and an approval letter detailing the following:

1.

The interest rate you must use to modify the Mortgage

2.

The term for calculating the maturity date of the modified Mortgage

3.

The amount of cash the Borrower must pay to complete the transaction

4.

Any other conditions of the modification




	(b)
	Denial of request
If we deny the modification request, we will send you an explanation of why we denied the request and provide the course of action you must take to resolve the Delinquency.


B65.19: Approval conditions (07/09/01)
If we approve your recommendation to modify a Mortgage, you must ensure that all the conditions listed on our approval letter are met. Additionally, you must ensure that the requirements of the following sections are met:

	1.
	B65.20, Modified Mortgage conditions


	2.
	B65.21, Other conditions


	3.
	B65.22, Loan modification expenses


	4.
	B65.23, Expenses, delinquent amounts and capitalization rules


B65.20: Modified Mortgage conditions (08/01/08)
The Mortgage, when modified, must meet the following conditions.

The modified Mortgage must:

	1.
	Retain its First Lien position and be fully enforceable. The modification agreement must be executed by the Borrower(s) and must be in recordable form in the following circumstances: (1) if State or local law requires the modification agreement be recorded to be enforceable, (2) if the Mortgage is secured by property located in New York, (3) if the modification agreement must be recorded pursuant to B65.20(1)(d) below, or (4) if your practice for modifying Mortgages in your portfolio is to create modification agreements in recordable form.

Notwithstanding the foregoing, to ensure the lien position you must:

(a)

Ensure all real estate taxes or, for Manufactured Homes taxed as personal property, personal property taxes, condominium/HOA fees, utility assessments (such as water bills), ground rent and other assessments that could become a First Lien are current

(b)

Obtain a title endorsement or similar title insurance product issued by a title insurance company to ensure that the modified Mortgage retains first lien priority, if (1) the amount capitalized is greater than $20,000 (aggregate capitalized amount of all modifications of the Mortgage completed under our loan modification workout option), or (2) the modified interest rate is greater than the interest rate currently in effect on the Mortgage

(c)

Obtain subordination agreements from any junior lienholders, if required by us in our approval letter

(d)

Record the executed Loan Modification Agreement, even if the jurisdiction where the property is located does not require you to do so, if (1) the amount capitalized is greater than $20,000 (aggregate capitalized amount of all modifications of the Mortgage completed under our loan modification workout option), or (2) the modified interest rate is greater than the interest rate currently in effect on the Mortgage, or (3) the remaining term on the Mortgage is less than or equal to ten years and you are extending the term of the Mortgage more than ten years beyond the original maturity date




	2.
	Retain all living signers on the existing Note as obligors except in the circumstance of divorce. When the property has transferred to one spouse in the divorce decree and that spouse qualifies for the loan modification, we may allow you to release the other spouse from liability on the Note.


	3.
	Contain a due-on-transfer provision if the existing Mortgage documents do not contain such a provision (see Exhibit 78, Modification Due on Transfer Rider, for an example of a due-on-transfer rider)


	4.
	Not have any secondary financing included in the unpaid principal balance (UPB)


	5.
	Not provide any cash-out to the Borrower


	6.
	Have an Escrow account for real estate taxes, property, flood, mortgage insurance premiums and ground rent even if the existing Mortgage does not have an Escrow account


	7.
	Retain mortgage insurance coverage if the existing Mortgage has such coverage, and the loss coverage percentage must remain the same


	8.
	Contain an assignment of rents rider if the property is a 1-unit investment property or a 2- to 4-unit property (see Exhibit 78 for an example of an assignment of rents rider)


	9.
	Retain any existing credit enhancement. If you are not the provider of the credit enhancement, you must obtain written approval from the institution providing the enhancement.


	10.
	Contain a Modification Bankruptcy Disclosure Rider for a Borrower who has been discharged from the Freddie Mac debt (see Exhibit 78A, Modification Bankruptcy Disclosure Rider, for an example of the rider)


B65.21: Other conditions and requirements (02/01/04)
To process a loan modification transaction you must:

	1.
	Obtain the MI's approval of the loan modification. Additionally, if the Borrower cannot pay all amounts due plus the modification expenses, you must inquire if the MI will make an advance claim payment to pay all or part of the amounts due.


	2.
	Waive all late charges that have accrued prior to the date of the Loan Modification Agreement


	3.
	Retain not more than the lesser of the current Servicing Spread on the Mortgage or 25 basis points as the Servicing Spread for all Mortgages modified after February 1, 2004


Refer to Section 64.4 for collection on these Mortgages.

To service a loan modification you must:

	1.
	Flag the Mortgage on your system to identify it as a modified Mortgage


	2.
	If default recurs, you must resume foreclosure (if a stipulation agreement is in effect) or initiate foreclosure by the 75th day of Delinquency


	3.
	Document the file to reflect that these Servicing activities have occurred, if applicable


B65.22: Loan modification expenses (09/01/08)
Subject to applicable law, loan modification expenses may include, but are not limited to:

	1.
	Notary fees


	2.
	Recordation fees if they meet the requirements in Section B65.20


	3.
	Title report according to the requirements of Sections B65.20 and 71.14. To reduce the expenses, order any required title report from a vendor that is an agent of the current title insurer, when possible.


	4.
	Updated title endorsement or a new title insurance policy according to the requirements of Section B65.20


	5.
	Legal and settlement fees


	6.
	Home inspection cost not to exceed $250


	7.
	Broker's Price Opinion (BPO) cost, if a BPO is used as the property valuation. See Section 65.40 for BPO cost details.


You may not charge the Borrower any processing fee or other administrative fee in connection with the processing of a loan modification.

If you do not modify the Mortgage, you must refund to the Borrower all prepaid, but unused expense funds.

B65.23: Expenses, delinquent amounts and capitalization rules (10/20/08)
	(a)
	Expenses and delinquent amounts
Whenever possible the Borrower must pay all:

1.

Loan modification expenses, either on or before the date that the Borrower executes the Loan Modification Agreement

2.

Delinquent interest payments, Escrow shortages, any advances that are due and incurred expenses, on the date that the Borrower executes the Loan Modification Agreement. Escrow shortages, advances and incurred expenses include:

•
Delinquent real estate taxes

•
Delinquent property and mortgage insurance premiums

•
Funds advanced by you for real estate taxes, insurance premiums, delinquent water bills, ground rents and condominium/HOA/PUD fees

•
Incurred foreclosure costs, including attorney fees not to exceed the reimbursable expense limits in Exhibit 57A, Approved Attorney Fees and Title Expenses

You may not charge the Borrower, nor may you capitalize, any processing fee or other administrative fees in connection with the processing of a loan modification.



	(b)
	Capitalization rules
If the Borrower has inadequate cash reserves or assets that he or she cannot liquidate to pay all or a portion of these amounts, then you may capitalize the amounts that the Borrower cannot pay subject to the required Borrower cash contribution in our approval letter.

Generally a Borrower is expected to pay one-half of the expenses and other amounts due, or reduce the amount due down to three months of delinquent interest payments. Before you capitalize any amounts, you must contact the MI, if applicable, to determine if the MI will pay all or a portion of the amounts due.

Note:
Interest, penalties, late charges and legal fees for late payment of real estate taxes, insurance premiums, delinquent water bills, ground rents and condominium/ HOA/PUD fees may not be capitalized.


B65.24: Preparing to close the loan modification (08/01/08)
After you receive our written approval for a loan modification, you must, within five Business Days:

	1.
	Prepare two original Loan Modification Agreements for the Borrower's signature (see Exhibit 76, Loan Modification for Delinquent Mortgages, for an example of a Loan Modification Agreement – this agreement must be revised as necessary to conform with federal, State and local law). Note the following:

(a)

The modification agreement and applicable notices to the Borrower(s) must comply with federal, State, and local law

(b)

The modification agreement must be executed by the Borrower(s) and must be in recordable form in the following circumstances: (1) if State or local law requires the modification agreement be recorded to be enforceable, (2) if the Mortgage is secured by property located in New York, (3) if the modification agreement must be recorded pursuant to Section B65.20(1)(d), or (4) if your practice for modifying Mortgages in your portfolio is to create modification agreements in recordable form

(c)

The Borrower's first monthly payment under the agreement is due on the first day of the month following the effective date




	2.
	Prepare an assignment of rents rider, if applicable (see Section B65.20)


	3.
	Prepare a due-on-transfer rider, if applicable (see Section B65.20)


	4.
	Prepare a Modification Bankruptcy Disclosure Rider, if applicable (see Section B65.20)


	5.
	Prepare any documents necessary to modify the Mortgage, including applicable disclosure statements


	6.
	Arrange to obtain a title endorsement or similar title insurance product, if applicable. Refer to Section B65.20 for specific information.


B65.25: Closing the loan modification (12/19/07)
To close the loan modification, you must, within 25 calendar days of our approval:

	1.
	Have the Borrower sign two originals of the Loan Modification Agreement and two originals of any other applicable riders. The Loan Modification Agreement and the other applicable riders must accurately reflect the terms of our approval.


	2.
	Have the Borrower, in certified funds, pay all amounts due and not capitalized


	3.
	Obtain and apply all collected funds to the Mortgage. When applicable, advance any funds due from the MI and collect those funds from the MI.


	4.
	Submit an original Loan Modification Agreement for recordation if required (see Section B65.20) within one Business Day of your receipt of the executed agreement. After receiving the recorded Loan Modification Agreement, you must retain the agreement in the Mortgage file.


	5.
	Send the other original Loan Modification Agreement to your Document Custodian. If the Note is held by Freddie Mac's Document Custodial Operations (DCO), attach a completed Form 105, Multipurpose Loan Servicing Transmittal, and submit the agreement to DCO (see Directory 4).


	6.
	Complete the Loss Mitigation Transmittal Worksheet you received with our approval letter reflecting the terms of the modified Mortgage


	7.
	Send the signed and dated Loss Mitigation Transmittal Worksheet to us (see Directory 5) within one Business Day of your receipt of the executed Loan Modification Agreement


	8.
	Ensure you receive the title insurance policy endorsement according to the requirements of Section B65.20


	9.
	If you reported the Mortgage to us as 90 days or more delinquent or in foreclosure in the prior month, notify us of the reinstatement via an Electronic Default Reporting (EDR) transmission within the first three Business Days of the month following the month you executed the loan modification. You must report this reinstatement using default action code 20.


B65.26: Reporting and remittance requirements (10/20/08)
You must comply with the following reporting and remittance requirements to complete processing of the loan modification:

	(a)
	Before the first modified payment is due
After the Loan Modification Agreement has been executed and before the first modified payment is due, you must report and remit to us as follows:

1.

If the Mortgage has been reported as inactive then:

(a)
Reinstate the Mortgage in your monthly Loan-Level Transaction (see Section 78.28 for instructions on reinstating a Mortgage)

(b)
On the applicable remittance due date for the Mortgage, remit the interest through the automated cash remittance system (see Exhibit 68, Cash Remittance System). Refer to Sections 77.21 and 77.22, and Chapter 78 for information on initiating a remittance through the cash remittance system, and Section 78.28 for additional remittance requirements for reinstatements.

2.

If the Mortgage has not been reported as inactive, then:

(a)
Report the Mortgage as a non-exception using the terms of the existing Mortgage in your monthly Loan-Level Transaction

(b)
Continue to remit the monthly interest through the automated cash remittance system on the applicable remittance due date for the Mortgage



	(b)
	After you have transmitted the Loan-Level Transaction
After you have transmitted the Loan-Level Transaction, you must update your Mortgage records to reflect the modified terms.



	(c)
	In the next monthly accounting cycle
In the next monthly accounting cycle after you have transmitted the Loan-Level Transaction, you must report and remit to us as follows:

1.

Report the Mortgage in your Loan-Level Transaction using the modified terms and report any payments received after the Loan Modification Agreement has been executed. If the modified Mortgage includes capitalized amounts, then the unpaid principal balance (UPB) field must reflect the modified UPB amount.

2.

We will enter a credit for our proportionate share of the capitalized amount, if applicable, on the Adjustment Line of your Monthly Account Statement (MAS).

3.

On the applicable remittance due date for the Mortgage, remit all modified principal and interest payments to us. You must update your Mortgage records to reflect the modified terms of the Mortgage as soon as the Loan Modification Agreement has been executed.




B65.27: What is a workout Mortgage assumption? (06/28/04)
A workout Mortgage assumption permits a qualified applicant to assume title to the property and the Mortgage obligation from a Borrower who is currently delinquent or in imminent danger of default on his or her Mortgage because of an involuntary inability to pay.

This workout option has different requirements than the requirements for Transfers of Ownership allowed under certain Mortgage documents or federal law. (For example, the workout Mortgage assumption recommendation must be submitted to us for our approval.) Refer to Chapter 60 for those requirements.

B65.28: When to consider a workout Mortgage assumption (01/02/04)
If the Borrower's involuntary inability to pay is permanent or long term and he or she cannot or does not want to retain ownership of the property, but is cooperative and has a potential buyer for the property, then you should explore the possibility of a workout Mortgage assumption as a solution to the delinquency.

In addition, if the Mortgage is secured by a Manufactured Home, you may recommend a workout Mortgage assumption even if the Borrower is not experiencing or has not experienced an involuntary inability to pay if the Borrower has a buyer for the property.

Refer to Section B65.29 for the eligibility requirements for a workout Mortgage assumption.

B65.29: Eligibility requirements (06/22/07)
To recommend a Borrower for a workout Mortgage assumption you must complete Form 1077, Uniform Underwriting and Transmittal Summary, and ensure that all of the following eligibility requirements are met:

	1.
	Unless the Mortgage is secured by a Manufactured Home and the Borrower has a buyer for the property, the Borrower must be experiencing or have experienced an involuntary inability to pay


	2.
	The Borrower must be delinquent in his or her payments, or in imminent danger of default


	3.
	The Borrower must complete Form 1126, Borrower Financial Statement


	4.
	If the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home, the Borrower must be cooperative and allow access to the interior of the property for a BPO


	5.
	The ITV ratio must be equal to or greater than 85% (You must obtain a valuation of the property from us via BPOdirect®. If an automated value is available you may use this value to calculate the ITV for 1-unit properties that are not Manufactured Homes. If no automated value is available, or the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home, then you must order a BPO and use the "as-is" value with a 90-day marketing timeframe from the BPO to calculate the ITV.)


	6.
	The applicant assuming the Mortgage must meet our underwriting guidelines in Chapter 37 and Section 60.7 as documented on Form 1077


	7.
	The applicant must pay a down payment of at least 5% of the total indebtedness


B65.30: Submitting a recommendation to us (06/22/07)
To recommend a workout Mortgage assumption, you must submit a completed Form 1126, Borrower Financial Statement, to us (see Directory 5) along with the following documentation:

	(a)
	Borrower information
1.

Borrower's letter explaining why he or she has an involuntary inability to pay

2.

Documentation that establishes the Borrower's involuntary inability to pay (see Section 65.17.1)

3.

A copy of the Borrower's most recent pay stub or voucher, indicating year-to-date earnings

4.

If the Borrower is self-employed:

•
A copy of the Borrower's signed federal income tax return, for the previous year, including all pages and schedules

•
A copy of the previous year's profit and loss statement if a copy of the prior year's signed federal income tax return is not available

•
A copy of a year-to-date profit and loss statement

If the Borrower has been self-employed for less than 12 months, you must contact your NPL representative.

5.

Completed Form 1077, Uniform Underwriting and Transmittal Summary, detailing your underwriting of the applicant



	(b)
	Property information
You must obtain a valuation once you receive a completed Form 1126 from the Borrower. If an automated value is unavailable or the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home, then you must order a Broker's Price Opinion (BPO). You do not need to submit the valuation to us because we will have access to the value via BPOdirect®.



	(c)
	Property sale information
1.

A copy of the fully executed sales contract and addenda

2.

Estimated seller closing costs, if applicable




	(d)
	MI approval
1.

If the Mortgage is covered by mortgage insurance, you must fax a copy of the approval from the MI to us (see Directory 5) within two Business Days of your receipt of the MI's approval.




B65.31: Our decision about your recommendation (06/22/07)
We will review the documentation you submit and make a decision to approve or deny the workout Mortgage assumption request.

	(a)
	Approval of request
If we approve the assumption request, we will send you an approval letter detailing any conditions of our approval.



	(b)
	Denial of request
If we deny the assumption request, we will send you an explanation of why we denied the request and provide you with the course of action you must take to resolve the Delinquency. You must provide an adverse action notice to all applicable parties, in addition to any other notice or disclosure required under the Equal Credit Opportunity Act, Fair Credit Reporting Act, Truth in Lending Act and any other applicable law or regulation.


B65.32: Approval conditions (05/21/04)
If we approve your recommendation to allow an assumption of the Mortgage, you must ensure that all conditions listed on our approval letter are met. Additionally, you must ensure that the following requirements are met. You must:

	1.
	Obtain approval from the FHA, RHS, VA or MI, if applicable; for leasehold Mortgages, obtain the consent of the fee simple landowner/lessor to the assignment of lease, if required under the lease;


	2.
	Complete an Escrow analysis or establish an Escrow account to ensure that there are sufficient funds to pay the real estate taxes, or for Manufactured Homes taxed as personal property, personal property taxes, property and mortgage insurance premiums, and ground rent when they become due, if State law allows


	3.
	Process the assumption so that the settlement occurs within 30 days of our approval, and submit the assumption agreement for recordation within one Business Day of the settlement


	4.
	Comply with the documentation requirements in Section 60.11


	5.
	Ensure that the Borrower does not receive any cash-out from the transaction unless we receive all sums due to us


	6.
	Ensure that all delinquent amounts, including taxes, insurance and fees are brought current at the time of settlement


	7.
	Retain any credit enhancement, if the existing Mortgage has a credit enhancement (If you are not the provider of the credit enhancement, you must obtain written approval from the institution providing the enhancement.)


	8.
	For leasehold Mortgages, ensure the transferee has acquired the transferor's leasehold interest either by obtaining a new lease or assuming the existing lease and that the transfer of the leasehold interest is recorded.


B65.33: Closing requirements (04/25/06)
After the workout Mortgage assumption has been closed, submit the following to us (see Directory 5) to settle the workout:

	1.
	A copy of the settlement statement


	2.
	A copy of the executed assumption agreement


	3.
	A copy of the deed


	4.
	Borrower's contribution or promissory note, if applicable


	5.
	A copy of the written approval from the provider of the credit enhancement, if applicable


B65.34: Your fee (4/6/01)
You may charge the applicant a fee not to exceed the greater of $400 or 1% of the unpaid principal balance (UPB) of the Mortgage, to a maximum fee of $900.

B65.35: What is a short payoff? (01/02/04)
A short payoff is the sale of a property for less than the total amount necessary to satisfy the Mortgage obligation.

Servicing Note:
When the sale proceeds are less than the total amount due, but there is a mortgage insurance claim payment or a Borrower contribution that results in our receiving all sums owed on the Mortgage, then we consider the transaction to be a "make-whole" preforeclosure sale. You do not need to obtain our prior approval. Refer to Section B65.38 for our make-whole preforeclosure sale requirements.

B65.36: When to consider a short payoff (01/02/04)
If the Borrower's involuntary inability to pay is permanent or long term and he or she cannot or does not want to retain ownership of the property, but is cooperative, and a sale of the property will net less than the Borrower owes on the Mortgage, then you should explore the possibility of a short payoff as a solution to the Delinquency.

If there is Risk of Property Ownership or other special circumstances (for example, the property has deteriorated resulting in a decline in the property value) that make a short payoff a cost-effective alternative to foreclosure, you may also consider recommending a short payoff.

Also, if the Mortgage is secured by a Manufactured Home, you may recommend a short payoff to us even if the Borrower is not experiencing or has not experienced an involuntary inability to pay if the Borrower has a buyer for the property.

Additionally, if the Mortgage had been modified under our loan modification workout option and the Borrower has become delinquent in his or her payments, then you must consider a short payoff with the Borrower, if appropriate.

Refer to Section B65.37 for the eligibility requirements for short payoffs.

B65.37: Eligibility requirements (01/02/04)
To recommend a Borrower for a short payoff you must ensure that all of the following eligibility requirements are met:

	(a)
	Borrower requirements
The Borrower must:

1.

Be experiencing or have experienced an involuntary inability to pay, unless the Mortgage is secured by a Manufactured Home and the Borrower has a buyer for the property

2.

Be delinquent in his or her payments, or in imminent danger of default

3.

Complete Form 1126, Borrower Financial Statement

4.

Be cooperative and allow access to the interior of the property for a BPO

5.

Have had the property listed by a real estate broker at a price based on a market sales comparison using the as-is value with a 90-day marketing timeframe

6.

Make the maximum possible contribution toward any deficiency from the sale in cash and/or a promissory note

7.

Not have entered into a program or arrangement where a third party takes title to the property and arranges a short payoff in exchange for a fee

8.

Waive reimbursement of any Escrow, buydown funds or prepaid items and assign any insurance proceeds to us, if applicable



	(b)
	Requirements when the Borrower does not have an involuntary inability to pay 
If the Borrower does not meet the involuntary inability to pay requirement, but one of the following conditions exist, you may consider recommending the Borrower for a short payoff:

1.

There is a Risk of Property Ownership to us

2.

Litigation is pending against the Borrower that affects the property and could jeopardize a successful foreclosure sale

3.

The Mortgage is secured by a Manufactured Home and the Borrower has a buyer for the property

4.

The Borrower has a voluntary job relocation at least 20 miles from his or her current job site, and cannot afford to pay both housing expenses, and

a.

We receive 100% of the "as-is" value with a 90-day marketing time from a BPO with an interior inspection, and

b.

The Borrower is willing to participate in the loss up to his or her ability




	(c)
	Sales transaction requirements
1.

The sale must be an arms-length transaction. All parties involved in the sale must be unrelated and unaffiliated.

2.

The Borrower must not receive a commission from the sale of the property, if the Borrower is the selling or listing real estate broker

3.

The Borrower must not receive any proceeds from the sale of the property




B65.38: Submitting a short payoff recommendation to us or notifying us of a make-whole preforeclosure sale (04/25/06)
	(a)
	Short payoff
To recommend a short payoff, you must submit a completed Form 1126, Borrower Financial Statement, to us (see Directory 5) along with the following documentation:

1.
Borrower information
a.

Borrower's letter explaining why he or she has an involuntary inability to pay

b.

Documentation that establishes the Borrower's involuntary inability to pay (see Section 65.17.1)

c.

A copy of the Borrower's most recent pay stub or voucher, indicating year-to-date earnings

d.

If the Borrower is self-employed:

•
A copy of the Borrower's signed federal income tax return for the previous year, including all pages and schedules

•
A copy of the previous year's profit and loss statement if a copy of the prior year's signed federal income tax return is not available

•
A copy of a year-to-date profit and loss statement

If the Borrower has been self-employed for less than 12 months, you must contact your NPL representative.
2.
Property sale information
a.

A copy of the fully executed sales contract with addenda, stating that the property is being purchased in "as-is" condition. If the buyer obtains FHA, RHS or VA financing, then the contract does not need to include the "as-is" condition if FHA, RHS or VA requires the condition to be removed.

b.

Estimated seller closing costs

3.
MI approval
A copy of the letter from the MI approving the sale of the property, if applicable
4.
Property information
You must order a BPO when you receive the completed Form 1126 from the Borrower. You do not need to submit the BPO to us because the original will be sent to us by the vendor performing the BPO.



	(b)
	Make-whole preforeclosure sale
To notify us that you have approved a make-whole preforeclosure sale, you must complete the following parts of Form 1126 and submit the form to us (see Directory 5):

1.

Part 1, Borrower Financial Statement, complete Part A with the Borrower/co-Borrower names and addresses

2.

Page 2, For Lender Use Only, complete all applicable information and check the make-whole box

Attach the following to Form 1126:

1.

Copy of the executed sales contract

2.

Copy of the MI's approval letter

3.

A breakdown of the transaction to show how the property sale plus any other proceeds will result in a total satisfaction of the debt




B65.39: Our decision about your recommendation or our response to your notification (04/06/01)
	(a)
	Short payoff
We will review the documentation you submit and make a decision to approve or deny the short payoff request.

1.
Approval of request
If we approve the short payoff request, we will send you an approval letter detailing any condition of our approval.
2.
Denial of request
If we deny the short payoff request, we will send you an explanation of why we denied the request and provide you with the course of action you must take to resolve the Delinquency.



	(b)
	Make-whole preforeclosure sale
Upon receipt of Form 1126, Borrower Financial Statement, we will send you a confirmation acknowledging your approval of the transaction. Report and close the transaction according to the requirements in Sections B65.41(a) and B65.41(c).


B65.40: Approval conditions (04/06/01)
If we approve your recommendation to allow a short payoff, you must ensure that all conditions listed on our approval letter are met. Additionally, you must ensure that the following requirements are met:

You must:

	1.
	Pay any delinquent real estate taxes, or, for Manufactured Homes taxed as personal property, delinquent personal property taxes and assessments and ground rent prior to and outside of the transaction. We will reimburse you for these expenses in accordance with Sections B65.54 through B65.58.


	2.
	Ensure that the Borrower pays all cash contributions in the form of cash or certified funds at settlement


	3.
	Ensure that the title is conveyed directly from the Borrower to the buyer


	4.
	Complete the short payoff within 60 calendar days of our approval


	5.
	Waive your rights to any accrued late fees or property inspection costs


	6.
	Document all offers and counter offers in the Mortgage file that you negotiated with the Borrower


B65.41: Closing, reporting and remittance requirements (10/20/08)
	(a)
	Reporting the transaction and remitting the proceeds
To close a short payoff, or a make-whole preforeclosure sale, complete the following accounting, reporting and remittance steps:

1.

Report the Mortgage as paid in full-prepaid by the 2nd Business Day after you receive the settlement proceeds. When reporting, ensure that the

a.

Ending unpaid principal balance UPB is zero

b.

Principal collected is the ending balance of the Mortgage (Not the proceeds collected from the sale of the property)

c.

Payoff date is the date you received the Settlement Proceeds

d.

Due Date of Last Paid Installment (DDLPI) reflects the due date of the last fully paid installment

2.

Remit our proportionate share of the proceeds check received from the sale through the automated cash remittance system by the 5th Business Day after you receive the settlement proceeds. The proceeds check may include cash contributions and the mortgage insurance claim payment paid at settlement (if table funded). See Sections 77.21 and 77.22 for information on initiating a remittance through the cash remittance system and Sections 78.17 and 78.18 for additional requirements.

3.

Forward the following documentation to us (see Directory 5) and include the Freddie Mac loan number on all documentation:

a.

A copy of the settlement statement

b.

A copy of the proceeds check

c.

The original negotiated promissory note(s), if applicable

d.

Copies of any addenda to the sales contract subsequent to our approval




	(b)
	Charging off the deficiency
When we receive the information in Section B65.41(a) on a short payoff, we will produce and send you a charge-off form. The charge-off form indicates the difference between the ending balance of the Mortgage plus interest from the DDLPI to the payoff date, and the proceeds from the sale of the property. This difference must be charged off. When you receive this report you must verify the information on the form is correct, and report any discrepancies within one Business Day of receiving the form (see Directory 5).

Please note that we will enter the total adjustment from the charge-off form, if applicable, on the Adjustment Line of your Monthly Account Statement (MAS).



	(c)
	Remitting additional proceeds
If there are any proceeds that were not included in the proceeds check (for example, property insurance premium rebate, refunded Escrow advance prepayments) remit our proportionate share by check and send to us (see Directory 5) within five Business Days of receipt of the proceeds.



	(d)
	Requesting reimbursement
Request reimbursement for any applicable expenses, in accordance with the requirements in Sections B65.54 through B65.58.


B65.42: What is a deed-in-lieu of foreclosure? (09/30/98)
A deed-in-lieu of foreclosure is a Borrower's voluntary conveyance of clear title to the property to us in exchange for a discharge of debt.

B65.43: When to consider a deed-in-lieu of foreclosure (01/02/04)
If the Borrower's involuntary inability to pay is permanent or long term and he or she cannot retain ownership of the property, and has been unsuccessful in attempts to sell the property, then you should explore the possibility of a deed-in-lieu of foreclosure as a solution to the Delinquency.

All other relief and workout options should be considered before recommending a deed-in-lieu of foreclosure. If the property is located in a State requiring a judicial foreclosure, and the foreclosure process takes longer than six months, then a deed-in-lieu of foreclosure may be appropriate to avoid a lengthy and costly foreclosure.

We will not accept a deed-in-lieu of foreclosure on a Mortgage secured by a Manufactured Home, unless the BPO indicates that the property is in very good condition, there are no other liens on the property and the Borrower has been unable to sell the property.

If a Borrower has been discharged from a Chapter 7 bankruptcy and the Mortgage payments are not current, then you should consider recommending a deed-in-lieu of foreclosure.

B65.44: Eligibility requirements (09/30/98)
To recommend a Borrower for a deed-in-lieu of foreclosure you must ensure that all of the following eligibility requirements are met:

	(a)
	Borrower Requirements
The Borrower must:

1.

Be experiencing or have experienced an involuntary inability to pay

2.

Be delinquent in his or her payments, or in imminent danger of default

3.

Complete Form 1126
4.

Be cooperative and allow access to the interior of the property for a BPO

5.

Have had the property listed for sale in the Multiple Listing Service (MLS) (unless there is no MLS in the area where the property is located) with a licensed real estate broker for at least 90 days, at no more than 110 percent of market value, and all attempts to sell the property have been unsuccessful



	(b)
	Requirements when the Borrower does not have an involuntary inability to pay
If the Borrower does not meet the involuntary inability to pay requirement, but all of the following conditions exist, you may consider recommending the Borrower for a deed-in-lieu of foreclosure:

1.

The property is located in a state where pursuit of a deficiency judgment is not practical, and

2.

The total indebtedness is equal to or greater than 115 percent of the probable sale price of the property based on an as-is value with a 90-day marketing timeframe

3.

The Mortgage is 90 days or more delinquent




	(c)
	Property requirements
The property must not:

1.

Have any type of structural damage, environmental hazard, or condition that poses a health or safety risk

2.

Pose a Risk of Property Ownership to us

3.

Have any other liens or encumbrances filed against it, or if so, the lien holder must agree to release its lien

Servicing Note:
You must order a BPO to determine the value and condition of the property.


B65.45: Submitting a recommendation to us (04/25/06)
To recommend a deed-in-lieu of foreclosure, you must submit a completed Form 1126, Borrower Financial Statement, to us (see Directory 5) along with the following documentation:

	(a)
	Borrower and Mortgage information
1.

Borrower's letter explaining why he or she has an involuntary inability to pay

2.

Documentation that establishes the Borrower's inability to pay (refer to Section 65.17.1)

3.

A copy of the Borrower's most recent pay stub or voucher indicating year-to-date earnings

4.

A copy of the Borrower's signed federal income tax returns for the previous year, including all pages and schedules

5.

Year-to-date and previous year's profit and loss statements (if the Borrower is self-employed)



	(b)
	Property information
1.

You must order a BPO when you receive a completed Form 1126 from the Borrower. However, you do not need to submit the BPO to us because the original will be sent to us by the vendor performing the BPO.

2.

Title report




	(c)
	Property sale information
A copy of the Listing agreement (current or expired)



	(d)
	MI approval
If the Mortgage is covered by mortgage insurance, you must fax a copy of the approval from the MI to us (see Directory 5) within two Business Days of your receipt of the MI's approval.


B65.46: Our decision about your recommendation (6/7/02)
We will review the documentation you submit and make a decision to approve or deny the deed-in-lieu of foreclosure request.

	(a)
	Approval of request
If we approve the deed-in-lieu of foreclosure request, we will send you an approval letter detailing any conditions of our approval.



	(b)
	Denial of request
If we deny the deed-in-lieu of foreclosure request, we will send you an explanation of why we denied the request and provide you with the course of action you must take to resolve the Delinquency.


B65.47: Approval conditions (10/06/06)
If we approve your recommendation to allow a deed-in-lieu of foreclosure, you must ensure that all conditions listed on our approval letter are met. Additionally, you must ensure that the following requirements are met:

	1.
	You must obtain the executed deed-in-lieu of foreclosure and for leasehold Mortgages, either an assignment of the lease or a new lease of the same priority within 30 days of approval


	2.
	The Borrower must

(a)

Pay all costs associated with the deed-in-lieu of foreclosure

(b)

Contribute to any loss, if possible

(c)

Vacate the property and provide you with the keys to the property at the time of conveyance, unless the property is a 2- to 4-unit property and we allow one tenant to remain in the property

(d)

For leasehold Mortgages, obtain the consent of the fee simple landowner/lessor, if required under the lease, and provide evidence of consent to you




	3.
	The property must have no other liens or encumbrances except our First-Lien Mortgage. If there is a subordinate lien, the lien holder must agree to the deed in lieu, release its lien and provide evidence of the release to you.


	4.
	You must request approval from the MI, if applicable


B65.48: Closing, reporting and remittance requirements (04/25/06)
To close the deed-in-lieu of foreclosure, complete the following steps once you receive the executed deed or for a leasehold Mortgage, the executed lease assignment or a new lease.

	(a)
	Reporting requirements
1.

Report the transaction via MIDANET®, using the Foreclosure Sale/DIL transmission, within one Business Day of receiving the executed deed. The date you received the executed deed is the date you use for the Sale Reported Date.

2.

Submit within five Business Days of receiving the executed deed or for a leasehold Mortgage, the executed lease assignment or new lease.

a.

Borrower's contribution or promissory note, if applicable, to us (see Directory 5)
b.

A copy of the deed, executed lease assignment or the new lease, to us (see Directory 6)
3.

Report the Mortgage as a Transfer to REO via MIDANET. Ensure that the:

a.

Ending unpaid principal balance (UPB) is the ending balance of the Mortgage

b.

Principal collected field is zero

c.

REO acquisition date is the date the deed was executed

d.

DDLPI reflects the due date of the last fully paid installment




	(b)
	Remittance requirements
Remit any funds contributed by the Borrower within five Business Days of receipt of the funds to us (see Directory 5).



	(c)
	Other requirements
1.

Ensure that

a.

Clear and marketable title, or for a leasehold Mortgage, a marketable real estate leasehold interest is conveyed to us

b.

The deed, or for a leasehold Mortgage, the lease, is submitted for recordation within one Business Day of your receipt of the deed

c.

The recorded deed or lease, as applicable is forwarded to us within one Business Day after you receive it from the recorder's office

2.

Secure the property at time of possession and take all necessary actions to protect the property from waste, damage and vandalism

3.

Request reimbursement for any applicable expenses, in accordance with Sections B65.54 through B65.58
4.

Report the acquisition of the property to the IRS according to the requirements in Section 55.3 on Form 1099-A, Acquisition or Abandonment of Secured Property




B65.49: What is a charge-off? (06/22/07)
A charge-off ceases collection efforts on a Mortgage when all appropriate measures have been exhausted to collect on the delinquent Mortgage and you have deemed the debt to be uncollectible. A charge-off does not cancel the Note nor does it release the lien on the property.

There are three types of charge-offs:

	1.
	A charge-off of a balance left over after a short payoff


	2.
	A charge-off of a low balance Mortgage (less than $5,000)


	3.
	A full charge-off of a Mortgage when the property has been condemned (see Section B65.50 for more details)


B65.50: When you must recommend a charge-off (10/20/08)
You must recommend a charge-off to us instead of foreclosure when the debt that is secured by the property is deemed uncollectible and either of the following two conditions exists:

	1.
	The property has been condemned due to deterioration, a disaster or a Hazardous Substance, and

(a)
It is not economically feasible to repair the property and the land has little or no value, and/or

(b)
The Borrower's property insurance policy does not cover the peril affecting the property, and/or

(c)
There is no legal recourse against the Borrower or a third party for the damage




	2.
	You have satisfied the following collection efforts and the Mortgage meets the following unpaid principal balance (UPB) guidelines.

(a)
Collection effort requirements for charge-offs

You must, prior to the Mortgage becoming 90 days delinquent:

•
Solicit a payoff or other form of workout from the Borrower and respond to all Borrower inquiries and requests about the Mortgage

•
Ensure that payments have been correctly applied to the Mortgage. (In certain circumstances, we may request that you provide documentation to substantiate that payments have been applied correctly to the Mortgage. If we determine that the payments were not applied correctly, you will be required to satisfy the debt.)

•
Model the Mortgage in Workout Prospector®, if available, or submit a Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) together with a copy of the payoff statement and the collection records for the current period of Delinquency
(b)
UPB guidelines

•
Conventional Mortgages-UPB is $5,000 or less, regardless of the equity in the property

For Conventional Mortgages with UPBs of $5,000 or less that are at least 120 days delinquent, you must not incur any expenses for taxes, insurance, property preservation or legal fees if escrow is insufficient to pay charges when due without Freddie Mac's prior approval (see Directory 5). If the Borrower of the low balance Mortgage is current under a workout plan or is current under a bankruptcy protection plan, you do not need to obtain prior approval for normal expenditures or advances within our Guide expense limits. However, if the Borrower should later default on the plan, you must obtain Freddie Mac's approval before making Servicing advances.

If we deny the charge-off request on a Mortgage with a UPB of $5,000 or less, we will send you a denial letter. Our charge-off denial letter will instruct you to immediately resume normal default servicing activity, including all escrow advances, property preservation and legal activities.

•
FHA, VA and RHS Mortgages-UPB is $2,000 or less, regardless of the equity in the property




When we charge-off a Mortgage, we will retain our lien on the property and negotiate an amount for the release of the lien if the Borrower requests that we do so. However, there may be circumstances when it would be in our best interest to release the lien. In such cases, we may agree to charge-off the debt and release our lien.

B65.51: Submitting a recommendation to us (06/22/07)
You must take the following steps when you recommend a charge-off to us:

	1.
	You must submit the following to us (see Directory 5) on all recommendations to charge-off a Mortgage:

(a)

A completed Form 105, Multipurpose Loan Servicing Transmittal, detailing the reasons for your recommendation

(b)

Documentation describing the condition of the property, including a BPO or a Hazard Distressed BPO if applicable (see Section B65.51) (number 2)). We do not require you to obtain a property valuation for the recommendation of a low balance charge-off.

(c)

Any Borrower financial information you may have collected

(d)

In the case of Delinquency, a copy of your collection records for the present period of Delinquency

(e)

If the Mortgage is secured by a Manufactured Home, you must provide the documentation specified in Section 66.16.1(a) or 66.16.1(b) to evidence that the Manufactured Home and the land are real property under the laws of the State where the property is located

If the Manufactured Home is located in a certificate of title State (see Section H33.7), then you must provide the documentation in Section 66.16.1(c).




	2.
	You must order a Hazard Distressed BPO from BPOdirect® on all recommendations to charge-off a Mortgage due to condemnation, disaster or Hazardous Substance affecting the Mortgaged Premises


B65.52: Our decision about your recommendation (6/10/05)
We will review the documentation you submit and make a decision to approve or deny the charge-off request.

	(a)
	Approval of request
If we approve the charge-off request, we will send you an approval letter detailing any conditions of our approval.



	(b)
	Denial of request
If we deny the charge-off request, we will provide you with a written explanation of the reason we denied the request together with the course of action you must take to resolve the Delinquency.


B65.53: Closing, reporting and remittance requirements (09/01/07)
	(a)
	Closing requirements
Within three Business Days of receiving our approval letter, you must

1.

Notify the Borrower in writing that the Servicing of the Mortgage has been transferred to us. The notice must include

a.

Our nine-digit loan number

b.

Our telephone number

c.

Instructions that the Borrower is responsible for paying real estate taxes and insurance premiums

2.

Submit the Form 105, Multipurpose Loan Servicing Transmittal, with the following documentation to us (see Directory 4)
a.

Original Note

b.

Original Security Instrument

c.

Recorded assignment of the Security Instrument to "Federal Home Loan Mortgage Corporation"

d.

A copy of the original Loan Application

Servicing Note:
If the assignment to the Federal Home Loan Mortgage Corporation has not previously been prepared or recorded, then prepare, execute and send a copy of the assignment to us at this time and record the original. Forward the recorded assignment to us (see Directory 4) when you have received it from the recorder's office. Do not release the lien (unless otherwise instructed by us in writing) and do not inform the Borrower that you have charged off the Mortgage. When sending us the package, do not send the entire Servicing file; send only items in 2(a) through 2(d) listed above in this Section B65.53(a).

If you request reimbursement for any applicable expenses, in accordance with Sections B65.54 through B65.58, we must receive the request within 30 days of the date on our approval letter.



	(b)
	Reporting requirements
Within two Business Days after you receive our approval letter, complete the following steps:

1.

If the Mortgage was inactivated, reinstate the Mortgage

2.

Report the Mortgage as paid in full-prepaid via MIDANET®. Ensure that the

a)

Ending unpaid principal balance (UPB) is zero

b)

Principal collected field is completed with the ending balance of the Mortgage

c)

Payoff date is the date you received the approval letter from us

d)

Due Date of Last Paid Installment (DDLPI) reflects the due date of the last fully paid installment



	(c)
	Charging-off the Delinquency
When we receive the above information, we will produce and send you a charge-off form. When you receive this report you must verify the information on the charge-off form is correct, and report any discrepancies to us using the contact name and telephone number provided on the form within one Business Day of receiving the form.

Please note that we will enter the total adjustment from the charge-off form, if applicable, on the Adjustment Line of your Monthly Account Statement (MAS).



	(d)
	Remittance requirements
There is no remittance to us.



	(e)
	Requesting reimbursement
Request reimbursement for any applicable expenses, in accordance with the requirements in Sections B65.54 through B65.58.


B65.54: When to request reimbursement (04/25/06)
Changes to these requirements have been announced and will become effective on 03/01/09.
You must submit a request for reimbursement of expenses to us (see Directory 5) so that we receive the request within 30 days of the workout settlement date. We reserve the right to refuse any request for reimbursement that we receive after this date.

B65.54: When to request reimbursement (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
You must submit a request for reimbursement of expenses to us (see Directory 5) so that we receive the request within 30 days of the workout settlement date. We reserve the right to refuse any request for reimbursement that we receive after this date. Refer to Section 71.7 for information related to the expense reimbursement process.

B65.55: Documentation requirements (08/01/97)
Changes to these requirements have been announced and will become effective on 03/01/09.
We must receive a request for reimbursement via Form 104SF, Statement of Loan, Workout and REO Expenses and Income, within 30 days of the workout settlement date. You must include copies of the following documentation with the Form:

	1.
	The original bills and invoices detailing the services performed. These bills and invoices must be dated and show the address of the property.


	2.
	The Mortgage history from the DDLPI, and a transaction code legend to interpret the history. The history must include:

(a)

Our loan number

(b)

Transaction codes, payment due dates, paid dates and amounts

(c)

Expense description or transaction code legend

(d)

Escrow account balance or verification that no Escrow account is established

(e)

Buydown and subsidy account balances, if applicable

(f)

Check numbers of checks that were used to pay expenses, if available from the system that produces the history




	3.
	The settlement statement, if applicable

Refer to Chapter 71 for specific expense reimbursement requirements and terms.


B65.55: Documentation requirements (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
This section has been deleted.

Refer to Chapter 71 for information on our expense reimbursement requirements.

B65.56: Income credits (08/01/97)
Changes to these requirements have been announced and will become effective on 03/01/09.
You must enter the following amounts as income on your Form 104SF, Statement of Loan, Workout and REO Expenses and Income, to offset expenses:

	1.
	Funds remaining in the Borrower's Escrow accounts as of the DDLPI


	2.
	Proceeds from rental income that you received during the Delinquency and workout period


	3.
	Buydown and subsidy account funds


You must note on the form any special advance that we provided to you as a deduction from the total of reimbursable expenses for the expense to which it relates. If you owe us any amount as a result of the application of credits, you must attach a check, payable to the Federal Home Loan Mortgage Corporation, in that amount to the form. Include the Freddie Mac loan number noted on the check.

B65.56: Income credits (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
This section has been deleted.

Refer to Chapter 71 for information on our expense reimbursement requirements.

B65.57: Form 104SF audits (06/22/07)
Changes to these requirements have been announced and will become effective on 03/01/09.
When we receive your Form 104SF, Statement of Loan, Workout and REO Expenses and Income, we will audit the expenses to ensure that they are in compliance with the guidelines in this section, Chapter 71 and Exhibit 57A, Approved Attorney Fees and Title Expenses. If they are not, we may deny or adjust your reimbursement request. If we deny or adjust your request, we will return your Form 104SF with an adjustment reason code. (See Exhibit 75, Adjustment Codes for Forms 104SF and 104DC, for a list of the codes.)

You may resubmit any denied expenses to us (see Directory 5) within 10 Business Days of your receipt of our denial. You must resubmit your request on an original Form 104SF with the appropriate documentation and an explanation of why the expense was not in compliance with the guidelines in Chapter 71 and Exhibit 57A, Approved Attorney Fees and Title Expenses.

B65.57: Form 104SF audits (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
This section has been deleted.

Refer to Chapter 71 for information on our expense reimbursement requirements.

B65.58: Reimbursement of expenses for rejected workouts (04/25/06)
Changes to these requirements have been announced and will become effective on 03/01/09.
If we reject a workout recommendation that you have made, we will reimburse you for any title report and in-file credit report expenses that you incurred in accordance with Exhibit 57A, Approved Attorney Fees and Title Expenses. To request reimbursement, we must receive an original Form 104SF, Statement of Loan, Workout and REO Expenses and Income, with a copy of our rejection letter and other appropriate documentation to us (see Directory 5) within 30 days of the rejection letter. You must include the words "title report for rejected workout" and/or "in-file credit report for rejected workout" on your Form 104SF when you are requesting reimbursement for a title report and/or in-file credit report.

B65.58: Reimbursement of expenses for rejected workouts (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
If we reject a workout recommendation that you have made, we will reimburse you for any title report and in-file credit report expenses that you incurred in accordance with Exhibit 57A, Approved Attorney Fees and Title Expenses. To request reimbursement, you must submit Form 104SF, Statement of Loan, Workout and REO Expenses and Income, within 30 days of the rejection letter.
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Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter 66:  Foreclosure

66.1: Introduction (06/06/03)
You must initiate foreclosure within the timeframes in Sections 66.9 and 66.10 when there is no viable alternative to foreclosure. Additionally, we require you to manage the foreclosure process to acquire title to the property in a cost-effective, expeditious and efficient manner.

At least monthly, and preferably more often, you must communicate with the foreclosure attorney or trustee to obtain updates on the case and provide the attorney or trustee with necessary documentation or information.

66.2: Foreclosure process (02/01/96)
You will find the requirements necessary to process foreclosures in this chapter. Foreclosure occurs in the part of the Mortgage servicing cycle represented by the fifth box in the following process flow. This process flow gives you a general overview of the process for performing foreclosures.
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66.3: Foreclosure contents (02/01/96)
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	Completing the foreclosure[image: image521.png]
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	Obtaining the value of the property[image: image525.png]
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	Preparing bidding instructions[image: image527.png]
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	Preserving deficiency rights[image: image529.png]
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	Completing the foreclosure[image: image531.png]
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	Completing third-party sale[image: image533.png]
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	Expense reimbursement and foreclosure reporting[image: image535.png]
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	Reimbursing foreclosure expenses[image: image539.png]
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	Credit Repository and Internal Revenue Service (IRS) Reporting[image: image543.png]
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66.4: General requirements (10/03/03)
The foreclosure process is governed by:

	1.
	The terms and conditions of the Mortgage documents


	2.
	Applicable federal, State and local laws and customs


	3.
	Requirements of FHA, VA, RHS or the mortgage insurer (MI), if applicable


66.5: Our rights (02/07/03)
We reserve the right to:

	1.
	Select the foreclosure counsel or trustee


	2.
	Direct and manage the actions taken by the foreclosure counsel or trustee, on a case-by-case or individual State basis


	3.
	Assess penalties and/or seek repayment of losses sustained due to errors, omissions or delays by you or your agent


If we determine that you have directly or indirectly passed or charged to us:

	•
	Expenses for Servicing obligations covered by the Servicing Spread, or


	•
	Any expenses itemized in Section 71.18,


then we may refuse to reimburse you for any attorney fees and foreclosure and bankruptcy costs related to the applicable Mortgage. If we have already reimbursed you for such a fee or expense, then we may elect to offset the entire legal fee from future foreclosure expenses or may seek reimbursement of the entire legal fee with interest.

66.6: Beginning the foreclosure process (02/01/96)
You will find the requirements necessary to begin foreclosure in this part of the chapter. Beginning foreclosure is the first stage in the foreclosure process, as shown below. This process flow will give you a general overview of the process for beginning foreclosure. Refer to the requirements in this chapter for more details.
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66.7: Beginning the foreclosure contents (02/01/96)
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	Approving initiation for foreclosure[image: image550.png]


 
	66.12-66.14

 INCLUDEPICTURE "http://www.allregs.com/tpl/images/gif1.gif" \* MERGEFORMATINET 
 

	Selecting foreclosure counsel or trustee[image: image552.png]
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66.8: What is initiation of foreclosure? (02/03/97)
Initiation of foreclosure is the submission of a Mortgage case and appropriate foreclosure documentation to litigation (foreclosure) counsel or trustee after taking all appropriate actions to accelerate the Mortgage. You are considered to have initiated foreclosure on the date you send the case to the foreclosure counsel or trustee.

66.9: When to initiate foreclosure on a First-Lien Mortgage (08/01/08)
You must initiate foreclosure on a First-Lien Mortgage no later than 150 days from the Due Date of Last Paid Installment (DDLPI) (120th day of Delinquency) unless a workout or relief option has been approved or the property has one of the conditions in Section 66.12.

Additionally, unless we require you to obtain our approval prior to initiating foreclosure, if the Borrower has abandoned the property, then you must initiate foreclosure as soon as it is legally possible for you to do so. Refer to Section 66.12.

You must comply with the requirements of the FHA, VA, RHS or MI, if applicable.

66.10: When to initiate foreclosure on a Second Mortgage/HIL (08/01/08)
You must submit a recommendation to us to initiate foreclosure no later than 150 days from the DDLPI (120th day of Delinquency) on a Second Mortgage/HIL. See Section 66.13 for details on submitting the recommendation to us.

Servicing Note:
You must order a Broker's Price Opinion (BPO) between the 45th and 60th day of Delinquency. See Section 65.39 for instructions on how to order a BPO.

66.11: Delaying initiation of foreclosure (04/25/06)
If you are waiting for a decision from us on a workout recommendation you have submitted, you are still required to initiate foreclosure as required in Section 66.9 or 66.10 unless you obtain approval in writing from us to postpone the initiation. To obtain this approval, submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

66.12: Approving initiation of foreclosure on a First-Lien Mortgage or Second Mortgage/HIL in First-Lien position (08/21/06)
You are responsible for initiating foreclosure on a First-Lien Mortgage, or a Mortgage originated as a Second Mortgage/HIL that is now in First Lien position. You do not need our approval unless one or more of the following conditions exist.
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	Hazardous Substances located on or near that could impact the habitability, value or occupancy of the property[image: image559.png]


 
	Request our approval to initiate foreclosure by submitting Form 105 , Multipurpose Loan Servicing Transmittal, for a First-Lien Mortgage or Form 102, Second Mortgage/HIL Servicing Transmittal, to us (see Directory 5) within five Business Days of discovering the condition[image: image560.png]


 
	We will approve or deny the initiation of foreclosure and provide any necessary instructions to you[image: image561.png]


 

	Damage from fire, flood or natural or man-made disaster[image: image562.png]


 
	
	

	Deteriorated and requires asset preservation or the property is a Manufactured Home that has significantly decreased in value[image: image563.png]
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If the 2- to 4-unit property was built before 1978 and located in Massachusetts, or built before 1960 and located in New York City (Brooklyn, Bronx, Manhattan, Queens or Staten Island), refer to the requirements in Section 66.14 before initiating foreclosure.

Refer to Chapter 67, Adverse Matters, for additional Servicing requirements for Servicing Mortgages on distressed properties.

Refer to Chapter 68, Servicing Mortgages Impacted by a Disaster, for additional requirements for Mortgages secured by properties affected by a disaster.

66.12.1: Approving initiation of foreclosure on Mortgaged Premises owned by Borrowers in active military service (12/18/08)
The Servicemembers Civil Relief Act of 2003 and other applicable laws contain provisions regarding foreclosure of Mortgaged Premises. You must be familiar and comply with these laws.

If a Borrower is on active duty, you must request our approval to initiate foreclosure by submitting to us (see Directory 5) Form 105, Multipurpose Loan Servicing Transmittal, for a First Lien Mortgage and Form 102, Second Mortgage/HIL Servicing Transmittal, for a Second Mortgage/HIL. You must include information regarding any statutory protection the Borrower is entitled to and whether the Borrower has invoked such protection.

Servicers must not initiate or resume foreclosure for at least 90 days after a service member has been released from active duty. During this period, you must work with the Borrower to explore all the relief options available. If no foreclosure alternative is agreed upon during this period, you must submit Form 105, Multipurpose Loan Servicing Transmittal to us (see Directory 5) for our approval to proceed with foreclosure.

Pursuant to the Housing and Economic Recovery Act of 2008, Servicers must not initiate or resume foreclosure for at least nine months after the service member has been released from active duty. This requirement will remain in effect through December 31, 2010. During this period, all other requirements listed in this section and Chapter 82 continue to apply.

66.13: Approving initiation of foreclosure on a Second Mortgage/HIL (04/25/06)
To initiate foreclosure on a Mortgage originated as a Second Mortgage/HIL, which is still in second lien position, you must obtain our approval by completing and submitting Form 102, Second Mortgage/HILServicing Transmittal, to us (see Directory 5).

When you submit a recommendation to us (see Directory 5) include:

	1.
	The name of the owner of the first Mortgage and the name, address, phone number and contact person of the Servicer of the first Mortgage on the form


	2.
	A payoff statement for the first Mortgage


66.14: 2- to 4-unit properties in Massachusetts and New York City (10/06/06)
Before initiating foreclosure on a 2- to 4-unit property built before 1978 and located in Massachusetts you must conduct a search with the local oversight authority that administers lead-based paint law compliance (such as the Department of Health) to determine whether there are any outstanding lead-based paint citations against the property or property owner.

Before initiating foreclosure on a 2- to 4-unit property built before 1960 in New York City (Brooklyn, Bronx, Manhattan, Queens and Staten Island), you must conduct a search with the Health Department to determine whether there are any outstanding health code violations against the property, and you must conduct a search with the Department of Housing Preservation and Development to determine whether there are any outstanding lead-based paint citations or violations against the property.

If there are any outstanding citations or violations, or if you are aware of any lead-based paint litigation affecting the property or property owner, then you must notify us (see Directory 5) of the situation by submitting Form 105, Multipurpose Loan Servicing Transmittal, and including:

	1.
	The number and ages of children less than seven years old residing in the property


	2.
	A copy of the citation


	3.
	Copies of documentation related to a lead-based paint violation


After reviewing the documentation, we will provide you with instructions on the course of action to take.

66.15: How to select foreclosure counsel or trustee (06/01/08)
When making foreclosure and bankruptcy referrals, you must ensure that you are diversifying your referrals by engaging in a relationship with at least two law firms, or trustees, in higher-volume States (States in which you have 250 or more Freddie Mac foreclosure and bankruptcy referrals in a calendar year).

In higher-volume States, you must take one of the following approaches to diversifying your foreclosure and bankruptcy referrals:

	1.
	You must make foreclosure and bankruptcy referrals on Mortgages you service on behalf of Freddie Mac to at least two law firms or trustees, ensuring that at least a substantial minority of the referrals are made to the law firm or trustee that receives the fewest referrals, or


	2.
	You must make foreclosure and bankruptcy referrals to at least two law firms or trustees, with respect to your entire servicing portfolio, ensuring that at least a substantial minority of the referrals are made to the law firm or trustee that receives the fewest referrals.


If you fail to diversify your foreclosure and bankruptcy referrals in a higher-volume State, we may deny your foreclosure and bankruptcy fees and costs in that State and penalize you $500.

In addition, all Servicers must have a contingency plan in place, either in the form of a stand-alone document or incorporated into policies and procedures, to redirect new foreclosure and bankruptcy referrals in the event a law firm or trustee you are using is no longer able to accept new referrals.

You must use the same entity that you retain to represent you in a bankruptcy action on a Mortgage, to process the foreclosure.

The foreclosure counsel or trustee must be free from any conflict of interest with the Borrower.

	(a)
	Foreclosure on a property in a State where we have designated counsel or trustees
We have designated counsel or trustees in the following selected States:

1.

California

2.

Connecticut

3.

Florida

4.

Georgia

5.

Illinois

6.

Indiana

7.

Maryland

8.

Massachusetts

9.

Michigan

10.

Nevada

11.

New Jersey

12.

New York

13.

North Carolina

14.

Ohio

15.

Pennsylvania

16.

South Carolina

17.

Texas

18.

Virginia

19.

Washington

You must use one of our designated counsel or trustees for the foreclosure (unless the Mortgage on which you are foreclosing was sold to us with recourse or it is an FHA Mortgage, VA Mortgage, or Section 502 GRH Mortgage) if the Mortgage is secured by a:

1.

2- to 4-unit property in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

2.

A Manufactured Home in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

3.

1- to 4-unit property in Texas and the Mortgage was a Texas Equity Section 50(a)(6) Mortgage

Additionally, we may require you to use our designated counsel or trustees on 1-unit properties in one or more of the selected States based on our evaluation of your foreclosure performance. We will notify you in writing if you must use designated counsel or trustees in any of the selected States.

Refer to Exhibit 79, Designated Litigation Counsel/Trustee, for a listing of the designated counsel or trustees in the applicable States. Even if you are not required to use designated counsel or trustees, you may elect to use them for foreclosures or bankruptcies in any of the States listed in Exhibit 79. Because you must use the same entity for all related legal actions, if you retained bankruptcy counsel that is not a designated counsel, you must not refer the foreclosure to one of our designated counsel.



	(b)
	Foreclosure on a property in a State where we do not have designated counsel or trustees or when you are not required to use designated counsel or trustees
Unless you use our designated counsel or trustees as required in Section 66.15(a), you must select either a foreclosure counsel or trustee, as appropriate under applicable law, to represent you in the foreclosure action.

You must use the same entity to conduct a foreclosure and any bankruptcy pertaining to a particular Mortgage. In those States where it may be common practice to use a trustee to conduct a foreclosure, the trustee must be associated with a bankruptcy law firm meeting the criteria specified in Section 53.1.1. Any bankruptcy filed on a Mortgage in foreclosure being processed by a trustee, must be handled by the trustee's associated bankruptcy law firm. The trustee and the associated bankruptcy law firm must transfer information regarding the case seamlessly and must not in any way increase the bankruptcy or foreclosure timelines.

The foreclosure counsel or trustee you choose must meet the eligibility requirements in Section 53.1.1.

When selecting the foreclosure counsel or trustee, you must base the selection on the prior performance of the foreclosure counsel or trustee in the following areas:

1.

Completing foreclosures

2.

Delivering clear and marketable title to us

3.

Facilitating reinstatements and workouts with Borrowers

4.

Resolving litigation delays (foreclosure counsel only)

You must communicate our foreclosure time line expectations and our allowable fee schedule to the foreclosure counsel or trustees whom you select. You must also communicate to the attorney or trustee that if they pay the Servicer or its vendor, either directly or indirectly, for any of the Servicing obligations covered by the Servicing Spread or any expenses itemized in Section 71.18, Freddie Mac may preclude the attorney or trustee who pays any such expenses on Freddie Mac Mortgages from processing future foreclosures or bankruptcies for Freddie Mac.


66.15.1: Penalty for failure to use designated counsel or trustee when required (12/16/02)
If you are required to use our designated counsel or trustee for a foreclosure and you use another counsel or trustee, we will penalize you $500 and we will not reimburse you for any foreclosure expenses that you incur. Additionally, we may assess the penalty described in Section 66.33, if applicable.

66.15.2: Use of designated counsel or trustees and foreclosure time line penalties (12/16/02)
You will not be penalized for a foreclosure and/or bankruptcy handled by a designated counsel or trustee that is not completed within our required time lines, as long as the delay was not caused by your failure to refer the Mortgage to foreclosure and/or send all of the documentation, information, signatures and/or funds to the designated counsel or trustee as required.

If you elect to use our designated counsel or trustees, and you do not use that same designated counsel or trustee for both foreclosure and bankruptcy, we will not give you credit for using designated counsel or trustees for purposes of foreclosure time line penalty protection.

66.16: How to initiate foreclosure (04/25/06)
After taking all appropriate actions to accelerate the Mortgage, you must initiate foreclosure with the foreclosure counsel or trustee. If we need to execute a document for you to conduct the foreclosure, submit the document with Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

	(a)
	Designated counsel or trustee
1.

Send the designated counsel or trustee the following information by facsimile transmission or other electronic means:

a.

Name, mailing address and telephone number of the Borrower(s)

b.

Property address (if different from the Borrower's mailing address)

c.

A statement that the Mortgage is a Freddie Mac-owned Mortgage and the nine-digit Freddie Mac loan number

d.

Name and address of the person to contact in your foreclosure department

2.

Submit the Mortgage case file and appropriate foreclosure documentation to the designated counsel or trustee



	(b)
	Non designated counsel or trustee
Submit the Mortgage case file and appropriate foreclosure documentation to the foreclosure counsel or trustee.


66.16.1: How to initiate foreclosure on a Mortgage secured by a Manufactured Home (04/25/06)
In addition to the requirements in Section 66.16, if the Mortgage is secured by a Manufactured Home, you must notify the foreclosure attorney or trustee that the property is a Manufactured Home when you submit the case to the foreclosure attorney or trustee. You must also provide the attorney/trustee with evidence that the property is legally classified as real property under the laws in the State where the property is located.

	(a)
	Evidence that the property is real property in a non-certificate of title State
You must provide the foreclosure attorney or trustee with copies of the following documentation in non-certificate of title States (see Section H33.7) evidencing that the Manufactured Home and the land are real property under the laws of the State where the property is located:

•
Information stating the legal basis (statutory or common law) for determining that the Manufactured Home is real property that is exempt from certificate of title requirements. This information may be included in the documentation received at origination of the Mortgage from the title insurance company that the Manufactured Home is real property, and

•
Evidence that a certificate of title has not been issued, such as the manufacturer's statement of origin, if the manufacturer's statement of origin is not required to be surrendered to a State agency



	(b)
	Evidence that the property is real property in a certificate of title surrender State
You must provide the foreclosure attorney or trustee with copies of the following documentation in certificate of title surrender States (see Section H33.7) evidencing that the Manufactured Home and the land are real property under the laws of the State where the property is located:

•
A certificate of cancellation, notification letter or other acknowledgment from the Department of Motor Vehicles (DMV) or the appropriate State agency to which the certificate of title was surrendered, or a copy of the documents submitted in connection with the surrender along with evidence that the documents were delivered and received by the appropriate State agency, and

•
Copies of the documents, such as an affidavit of affixture, recorded in the land records as part of the title surrender procedures to show the Manufactured Home has been converted to real property



	(c)
	Evidence of clear and marketable title to the Manufactured Home and land in certificate of title States
You must provide the foreclosure attorney or trustee with the following documentation in certificate of title States (see Section H33.7) evidencing the Borrower's ownership of both the Manufactured Home and the land on which it is permanently affixed and documentation evidencing that the land is legally classified as real property under the laws in the State where the property is located:

•
The original or a copy of the certificate of title showing the Borrower as owner of the Manufactured Home. The certificate of title must have a notation of the original Seller/Servicer's security interest in the Manufactured Home in the name of the Seller and its successors in interest and assigns and have a notation of all intervening assignments from the original mortgagee to each successive Servicer, ending with the current Servicer, and

•
A copy of the deed evidencing ownership of the land showing the owner of the land on the deed to be identical to the owner of the Manufactured Home on the certificate of title




This and any other relevant information must be provided within five days of the initiation of foreclosure so that the foreclosure attorney or trustee has the information necessary to simultaneously enforce the liens (whenever possible) and so as not to lengthen our published foreclosure time lines in the State where the property is located.

If the foreclosure sale will take additional time beyond the State standard time line stated in Exhibit 83, Freddie Mac State Foreclosure Time Lines — In Calendar Days, you must request our approval for an extension in the foreclosure time line by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5)
66.17: Foreclosing in your name (04/25/06)
You must instruct the foreclosure counsel or trustee to process the foreclosure in your name.

If an assignment of the Security Instrument has been recorded to us, then the Security Instrument must be assigned back to you before the foreclosure counsel or trustee files the first legal action. Refer to Section 66.18 for an explanation of first legal action.

To have the Security Instrument assigned back to you, you must submit a completed assignment with Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 4). We will execute the assignment and return it to you within seven Business Days of receiving the documents.

If you are foreclosing on a Mortgage registered with the Mortgage Electronic Registration Systems Inc. (MERS), you must either:

	1.
	Instruct the foreclosure counsel or trustee to process the foreclosure in the name of MERS, or


	2.
	Prepare an assignment of the Security Instrument from MERS to your institution and instruct the foreclosure counsel or trustee to foreclose in your name and take title in our name according to the requirements of Section 66.54. You are to record the prepared assignment only where required by State law. State mandated recordings are non-reimbursable by Freddie Mac, are not considered part of the Freddie Mac allowable attorney fees and must not be billed to the Borrower.


If the Mortgage is an FHA, Section 502 GRH or VA Mortgage, then follow FHA, RHS or VA guidelines to determine in whose name the foreclosure action should be brought.

If you are foreclosing on a property in the State of Oregon, you must destroy any unrecorded assignment to Freddie Mac no later than 10 days after the date you refer the foreclosure to your foreclosure attorney or trustee. If the Borrower subsequently reinstates his or her Mortgage, you do not need to prepare a new assignment to Freddie Mac. Refer to Section 22.14 for additional information on our requirements for assignments of the Security Instrument.

66.18: What is first legal action? (12/16/02)
The first legal action is the first public action required in the jurisdiction where the property is located, such as filing a complaint or petition, recording a notice of default, or publication of a notice of sale.

66.18.1: Choosing a judicial or nonjudicial foreclosure process (04/25/06)
In States where you have the option of pursuing a judicial or nonjudicial foreclosure process, you must choose the nonjudicial process. However, if you believe your filing of a judicial foreclosure will preserve the right to pursue a deficiency judgment, you must obtain our approval prior to initiating the judicial foreclosure. You must request our approval by submitting a completed Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) with an explanation for your request and any supporting documentation. Refer to Section 66.47 regarding when to request our approval to preserve deficiency rights.

66.19: What is appropriate foreclosure documentation? (12/16/02)
Appropriate foreclosure documentation includes all documents required by the foreclosure counsel or trustee to complete the first legal action. You must continue to comply with applicable law, but at a minimum, must supply the foreclosure attorney or trustee with the following:

	1.
	Copies of the Note (or the original Note if required by applicable law) evidencing the indebtedness along with any intervening assignments, endorsements, powers of attorney or any applicable modifying instrument, such as a modification, a conversion agreement or an assumption of indebtedness and release of liability agreement


	2.
	Mortgage or Deed of Trust


	3.
	Copy of the original title insurance policy


	4.
	Copy of the breach, acceleration or demand letter sent to the Borrower


	5.
	Military affidavits


	6.
	Executed Substitution of Trustee, as necessary


	7.
	Payoff statement with per diem interest as of the date of the foreclosure referral


If you use our Designated Counsel/Trustee to process a foreclosure, refer to Exhibit 79, Designated Litigation Counsel/Trustee, for the required documentation you must supply to initiate a foreclosure.

66.20: Obtaining the original Note (04/25/07)
If the original Note is needed to perform the foreclosure, you must request the Note from the Custodian responsible for safekeeping the Note. If Freddie Mac's Document Custodial Operations (DCO) is holding the Note, the request can be made by:

	1.
	Transmitting a request for the Note via MIDANET® for the PC using the Note request option, or


	2.
	Submitting a completed Form 1036, Request for Release of Documents, to DCO (see Directory 4).


If the Note is held by a Custodian, you must request the release of the Note by submitting to the Custodian a completed Form 1036 or an electronic or system-generated version of the form in accordance with the requirements of Section 18.6(e).

If you need to return a Note because of a full or partial reinstatement of the Mortgage from foreclosure, you must return either the original Form 1036 or a copy.

66.21: Reporting requirements (11/30/98)
You must notify us via an Electronic Default Reporting (EDR) transmission within the first three Business Days of the month following the month that you initiated foreclosure. Use a default action code of 43 and provide the date foreclosure was initiated.

For additional information about EDR, refer to Section 64.10.

66.22: Managing the foreclosure process (02/01/99)
You will find the requirements necessary to manage a foreclosure in this part of the chapter. Managing a foreclosure is the second stage in the foreclosure process, as shown below. This process flow will give you a general overview of the process for managing a foreclosure. Refer to the requirements in this chapter for more details.
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66.23: Managing the foreclosure contents (02/01/99)
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	Monitoring the foreclosure time lines[image: image570.png]
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66.24: Your relationship with foreclosure counsel or trustee (01/01/01)
Once you have initiated foreclosure on a Mortgage, you must work with the foreclosure counsel or trustee and:

	1.
	Monitor the progress of the foreclosure


	2.
	Facilitate prompt and efficient completion of the foreclosure proceedings and acquisition of clear and marketable title, including conducting the foreclosure in a way that will expedite an eviction of the tenant or Borrower


	3.
	Facilitate reinstatement, when possible


66.25: Providing information to the foreclosure counsel or trustee during foreclosure (6/10/05)
For any Mortgage you service for us referred for foreclosure, you must provide complete written reinstatement or payoff figures to the attorney, trustee, workout specialist or outsourcing vendor requesting the information. You must supply this information within two Business Days of the date on which you receive a written request. You may provide the written reinstatement or payoff figures via a paper document, facsimile or e-mail.

If the foreclosure counsel or trustee requests additional documentation from you (such as certificates of judgment or proofs of claim) while a case is pending, you must provide the foreclosure counsel or trustee with the documentation within two Business Days of receiving the request.

66.25.1: Monthly foreclosure reporting (09/10/01)
Once you have reported that foreclosure is initiated on a Mortgage (refer to Section 66.21), you must report a default action code 68 with the date of the first legal action as defined in Section 66.18. You must continue to report that the Mortgage is in foreclosure in your monthly EDR transmission using a default action code of 43 until:

	•
	You report the results of a foreclosure sale or the execution of a deed-in-lieu of foreclosure, or


	•
	You report that the Mortgage is fully reinstated or paid off, or


	•
	A workout is completed


In States where you must restart a foreclosure after you have stopped it, you must stop reporting default action code 43 and instead, report a default action code appropriate to the situation. For additional information about EDR, refer to Section 64.10.

66.26: Responding to and reporting Borrower defenses (09/10/01)
	(a)
	Responding to Borrower defenses
You must respond to legal actions, such as bankruptcy and contested foreclosure, brought by the Borrower during the foreclosure. Refer to Chapter 67 for specific requirements for handling bankruptcy matters.



	(b)
	Reporting a bankruptcy filing
If the Borrower files bankruptcy during the foreclosure process, you must report the bankruptcy filing to us. You must submit this notification via an EDR transmission within the first three Business Days of the month following the month that the bankruptcy was filed. You must include the date of the filing and the applicable default action code to indicate the bankruptcy chapter number, as shown below.
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You must also notify us when the bankruptcy plan is confirmed by using a default action code of 69, and provide the date the plan was confirmed. You must continue to report each month that the Borrower is in bankruptcy until the bankruptcy is cleared or the stay lifted and you have reported the event to us.

When the bankruptcy is cleared or the stay is lifted, you must notify us via an EDR transmission within the first three Business days of the month following the month that the action occurred. Use a default action code of 76 and provide the date that the action occurred.

For additional information about EDR refer to Section 64.10.



	(c)
	Reporting a contested foreclosure and/or other litigation
You must notify us of a contested foreclosure. You must also notify us of any pending litigation that affects the enforceability of the Mortgage or the marketability of the property securing the Mortgage. You must submit this notification via an EDR transmission within the first three Business Days of the month following the month that the action occurred. Use a default action code of 33 and provide the date that the action occurred.

You must report each month that the foreclosure is being contested or about the other litigation as long as the case is pending.

For additional information about EDR, refer to Section 64.10.


66.27: Reimbursement of expenses for responding to Borrower defenses (04/06/01)
Changes to these requirements have been announced and will become effective on 03/01/09.
We will reimburse our proportionate share of expenses for responding to Borrower defenses to you. To request reimbursement of expenses, submit Form 104SF, Statement of Loan, Workout and REO Expenses and Income, to us. Refer to Sections 66.65 through 66.69 for more details on reimbursement of expenses.

66.27: Reimbursement of expenses for responding to Borrower defenses (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
We will reimburse you for our proportionate share of expenses for responding to Borrower defenses. To request reimbursement of expenses, submit Form 104SF, Statement of Loan, Workout and REO Expenses and Income, to us. Refer to Chapter 71 for information on our expense reimbursement process.

66.28: Reporting lead-based paint violations (04/25/06)
If during the foreclosure process you are notified that lead-based paint violations exist on the property, then you must report such violations on Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within five Business Days of learning of the violation. You must include:

	1.
	The number and ages of children less than seven years old residing in the property on the form


	2.
	A copy of the citation


	3.
	Copies of documentation related to a lead-based paint violation


66.29: Expenses that may become First Liens on the property (10/19/07)
You must obtain bills, and make payment for all expenses requiring payment under the Security Instrument. Such expenses may include, but are not limited to, real estate or personal property taxes, special assessments, water bills, ground rents and other charges including condominium, homeowners association (HOA) and Planned Unit Development (PUD) regular assessments, that are, or may become, a First Lien priority on the property or that if not paid would result in the termination of the Borrower's interest in the property. If the Borrower's Escrow Funds are insufficient to pay these items as they become due during foreclosure, or if there is no Escrow account or if the Escrow account does not hold funds for these expenses, you must advance funds to pay these expenses, when and to the extent necessary, to protect our interest in the property.

You must contact us (see Directory 5) before advancing payment of these expenses on low balance Mortgages that are at least 120 days delinquent and for which escrow is insufficient to pay charges when due (see UPB requirements for low balance Mortgages in Section B65.50). Failure to obtain our prior approval may result in curtailment of reimbursable expenses.

66.30: What are foreclosure time lines? (04/06/01)
A foreclosure time line is the time it takes to process a foreclosure. The time line is measured in days from the DDLPI to the date of the foreclosure sale.

Therefore, the time line consists of the time it should take to initiate foreclosure (see Sections 66.9 and 66.10), and the time it should take from the initiation of foreclosure to the foreclosure sale date.

The time line does not include any post-sale redemption or confirmation periods.

We have a time line for each State which is the number of days it should take to process a foreclosure in the State under most circumstances.

If the foreclosure sale was delayed due to one of the circumstances in Section 66.32, we will adjust the time line to account for the delay.

66.30.1: Reporting the scheduled foreclosure sale date (04/06/01)
You must notify us via an EDR transmission within the first three Business Days of the month following the month that a foreclosure sale has been scheduled. Use a default action code of 71 and provide the scheduled sale date. When you report the scheduled foreclosure sale in your EDR transmission, you must also indicate that the Mortgage is in foreclosure using a default action code of 43. Therefore, you will be reporting multiple default action codes in the same EDR transmission.

For additional information about EDR, refer to Section 64.10.

66.31: Foreclosure time lines by State (01/01/06)
	(a)
	FHA, RHS and VA Mortgages
You must comply with FHA, RHS and VA time lines for all FHA, RHS and VA Mortgages.



	(b)
	Conventional Mortgages
You must complete the foreclosure within the foreclosure time line for the State in which the property is located, as listed in Exhibit 83, Freddie Mac State Foreclosure Time Lines — In Calendar Days.


66.32: Delays in completing a foreclosure (04/25/06)
The foreclosure time line for each State will be extended under the following circumstances:

	1.
	When a Borrower files for bankruptcy protection we will add the lesser of the total amount of time in the bankruptcy or 80 days to the foreclosure time line in every State for a Chapter 7 bankruptcy and 125 days for a Chapter 12 or 13 bankruptcy. This allows sufficient time to obtain relief from the automatic stay in the bankruptcy proceeding. The additional days are included and reflected in the Servicer Performance Profile Default Management Category, Inventory Past Standard and the foreclosure time line penalty calculation.


	2.
	A delay because the property is distressed and you are waiting for instructions from us on how to proceed (see Section 67.27 for an explanation of a distressed property)


	3.
	A delay imposed by a governmental authority such as probate, government seizures of property and military indulgence under the Servicemembers Civil Relief Act of 2003


	4.
	A delay we have approved in writing


The time lines provide you with the flexibility to postpone a foreclosure sale for a brief period of time to complete a reinstatement or settle an alternative to foreclosure. However, if the postponement will cause you to exceed our foreclosure time line, then you must obtain our approval, in writing, for a longer delay. To obtain our approval submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

You are not authorized to postpone a foreclosure sale in situations where we have designated the foreclosure counsel or trustee.

66.33: Foreclosure time line performance assessment (01/01/08)
	(a)
	Determination of time line performance
Based on all foreclosures you complete in a calendar year, we will measure your compliance with our foreclosure time lines. To determine your overall foreclosure time line performance we will complete the following steps:

1.

Based on the information that you report to us via your monthly Electronic Default Reporting (EDR) submission and the foreclosure sale/deed in lieu transmission you send to us after the completion of the foreclosure sale, we determine how long it took you to complete each foreclosure

2.

We will aggregate the information provided and determine the net number of days which you either managed within or exceeded our time line requirements

The result of the aggregation is the net number of days by which you either met or exceeded our foreclosure time lines. Refer to Exhibit 83A, Determining Your Foreclosure Time Line Performance Penalties, for examples of how this calculation is done.

The time lines used in determining your performance will be adjusted for the period of time for which the foreclosures were delayed for any of the reasons in Section 66.32.



	(b)
	Remedies and penalties
If the result of the aggregation of your foreclosure time line performance for a calendar year, as set forth in Section 66.33(a), is a determination that your performance exceeded our time line requirements, then the following apply:

1.

You may be required to use foreclosure counsel in a particular State that we designate to process foreclosures

2.

You may be penalized $30 for each day you exceeded our time lines in all States

If a delay in the foreclosure or bankruptcy process is due to a Servicer not providing information to the counsel or trustee, then we may not reimburse the Servicer for the foreclosure or bankruptcy expenses incurred during the bankruptcy or foreclosure.


66.34: Preserving the property (04/17/08)
You must take the following actions to preserve and maintain the property during the foreclosure process:

	1.
	Ensure the property is covered by property insurance throughout the foreclosure process, in accordance with the requirements of Section 70.16(a). This includes taking all actions required in the mortgage clause of all applicable property insurance policies, including, but not limited to, providing all notices to the insurer required under such clause, in order to preserve the coverage and its maximum benefits for you and/or Freddie Mac, as mortgagee.


	2.
	Take all necessary steps to protect the property from waste, damage and vandalism


	3.
	Obtain approval from us for property preservation expenses that exceed the guidelines in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts, and Section 71.21, by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5)


	4.
	Obtain approval from us to delay protective action if such delay will result in deterioration of the property or impairment of the value of the property, by submitting Form 105 to us (see Directory 5)


	5.
	Comply with any requirements of the FHA, RHS, VA or MI, if applicable


	6.
	For leasehold Mortgages, ensure that payments required under the terms of the lease are made to prevent termination of the lease


66.35: Frequency of property inspections (12/14/05)
You must obtain and review property inspections every month during the foreclosure process until the date of the foreclosure sale.

Refer to Sections 65.29 through 65.36 for more information on reviewing property inspections.

Refer to Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts for more information on reimbursement of property inspections.

66.36: Reimbursement for property inspection and preservation expenses (06/22/07)
Changes to these requirements have been announced and will become effective on 03/01/09.
We will reimburse you for a portion of the cost of property inspections. Refer to Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts.

In the case of abandoned properties when it is necessary for you to incur the costs of utilities to protect the property from waste, damage and vandalism, we will reimburse you for our proportionate share of preservation costs and costs for utilities, such as water, according to the guidelines in Exhibit 57 and Section 67.28 for expenses incurred from the Due Date of Last Paid Installment (DDLPI) through the date you receive the Property Condition Certificate (PCC). If the expense of the preservation exceeds our approved limits, you must obtain our approval prior to incurring the expense by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5). You can request reimbursement for these costs from us by completing Form 104SF, Statement of Loan, Workout and REO Expenses and Income, and sending it to us (see Directory 5). We must receive your completed request within 30 Business Days after you complete the property preservation.

66.36: Reimbursement for property inspection and preservation expenses (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
We will reimburse you for allowable property preservation expenses and for a portion of the cost of property inspections. Refer to Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts. See Section 71.12 for additional information regarding the reimbursement of property preservation and property inspection expenses.

66.37: Completing the foreclosure process (08/01/97)
You will find the requirements necessary to complete a foreclosure in this part of the chapter. Completing a foreclosure is the third stage in the foreclosure process, as shown below. This process flow will give you a general overview of the process for completing a foreclosure. Refer to the requirements in this chapter for more details.
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66.38: Completing the foreclosure contents (08/01/97)
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66.39: When to obtain a valuation for foreclosure sale bidding (06/22/07)
If the Mortgaged Premises are located in a State where we have designated counsel/trustee, and we have required you to use, or you voluntarily use, designated counsel/trustee, then the designated counsel/trustee will obtain the valuation via our process. Both you and your designated counsel will be able to access the valuation in BPOdirect®.

	(a)
	Time frame for obtaining a valuation
To ensure you have a valuation in time for the foreclosure sale, we recommend that you obtain the value no less than 30 days before the sale (see Section 65.39 for instructions on how to obtain a valuation) You may use an automated value when available except for foreclosure sale bidding for Mortgages secured by 2- to 4-unit properties or by Manufactured Homes.

If the property is in a State where the sheriff or trustee orders an appraisal to determine the opening bid at a foreclosure sale you must still order a Broker's Price Opinion (BPO) to determine the maximum bid you are authorized to make on our behalf, which is the lesser of the 90-day fair market value of our BPO or the total debt.

You do not need to order a BPO if you already have a BPO dated within 120 days of the foreclosure sale date.



	(b)
	Appraisal
If State or local law requires an appraisal report to establish the bid amount for a foreclosure sale, then you must:

1.

Obtain our approval prior to ordering the appraisal report by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) at least 30 days before the scheduled foreclosure sale date

2.

After you receive our approval, obtain the appraisal report in sufficient time to complete the foreclosure by the scheduled sale date

We will not reimburse you for appraisal reports on which you have not obtained our prior approval.


66.40: Requirements for appraisal reports (08/10/05)
If State or local law requires an appraisal report to establish the bid amount, and we have given you approval to obtain an appraisal report pursuant to the provisions of Section 66.39, then the appraisal report must:

	1.
	Be completed in accordance with the requirements in Chapter 44


	2.
	Be dated no more than 120 days before the foreclosure sale date


	3.
	Be completed by an appraiser who meets the requirements of Sections 44.4 and 44.15(n) (if applicable) and who is free from any conflict of interest or financial interest in the transaction other than the appraiser's reasonable fee for such an opinion


	4.
	Be based on an exterior inspection, if an interior inspection cannot be obtained


	5.
	Document any conditions that relate to the existence of Hazardous Substances or conditions that would affect the habitability, safety, value or occupancy of the property


An appraisal report is valid for 120 days. If you need to reaffirm the value of the property after 120 days, you must have the appraiser recertify the appraisal report. You must not order a new appraisal report.

66.41: Reimbursement for appraisal report expenses (7/1/05)
We will reimburse you for the cost of an appraisal report you order in compliance with Sections 66.39, 66.40 and Section 71.15. If you need to reaffirm the value of the property after 120 days, we will reimburse for a recertification of the appraisal report.

66.42: Delegated bidding (04/25/06)
After obtaining the as-is probable sale price of the property with a 90-day marketing timeframe or the estimated market value from the appraisal report, if applicable, you must prepare the bidding instructions for the foreclosure sale. You must offer a bid on all foreclosures. We delegate to you responsibility to establish the bid according to the guidelines in Sections 66.43 through 66.45, unless one of the following conditions exist:

	1.
	It is not in our best interest for you to enter a bid in accordance with the guidelines


	2.
	A hazard insurance claim is pending and the bid will jeopardize the approval or payout of the claim


	3.
	The Mortgage is a Second Mortgage/HIL (unless the Mortgage is now in First Lien position)


If any of the above conditions exist, you must fax to us (see Directory 5) Form 105, Multipurpose Loan Servicing Transmittal, for a First-Lien Mortgage or Form 102, Second Mortgage/HILServicing Transmittal, for a Second Mortgage/HIL, at least three Business Days prior to the foreclosure sale date. We will send you approval on the bid amount no later than two Business Days after we receive your request.

If the valuation has been ordered by designated counsel/trustee according to the requirements of Section 66.39, then designated counsel/trustee will determine the beginning bid and final bid at a foreclosure of the Mortgaged Premises securing one of our Mortgages according to our directions and requirements.

66.43: First-Lien Mortgages not covered by mortgage insurance (06/22/07)
For a First-Lien Mortgage not covered by mortgage insurance, you must set the foreclosure bid at an amount equal to the lesser of:

	1.
	100% of the automated value, or if there is no automated value available or the Mortgage is secured by a 2- to 4-unit property or a Manufactured Home, the "as-is" probable sale price of the property with a 90-day marketing timeframe as indicated by the BPO (or the estimated market value from the appraisal report if an appraisal report is required by State law), or


	2.
	Total indebtedness, or


	3.
	Such other amount as may be required by State law


If the property valuation has been ordered by designated counsel/trustee according to the requirements of Section 66.39, then designated counsel/trustee will determine the beginning bid and final bid at a foreclosure of Mortgaged Premises securing one of our Mortgages.

66.44: Mortgages covered by mortgage insurance (10/01/99)
For a First-Lien Mortgage covered by mortgage insurance, you must bid an amount approved by the MI. If the MI elects not to issue bidding instructions, you must follow the instructions in Section 66.43.

If the valuation has been ordered by designated counsel/trustee according to the requirements of Section 66.39, then designated counsel/trustee will determine the beginning bid and final bid at a foreclosure of Mortgaged Premises securing one of our Mortgages.

66.45: FHA, VA and RHS Mortgages (04/25/06)
If the Mortgage is a FHA, VA or RHS Mortgage, then you must follow FHA, VA or RHS guidelines for bidding instructions. If the Mortgage is a VA Mortgage, then you may not enter a bid on our behalf in excess of the upset price established by the VA. If you do not receive the VA upset price, you must contact us for instructions by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) at least three Business Days prior to the foreclosure sale.

66.46: Failure to bid appropriately (10/01/99)
You must bid at the foreclosure sale to preserve our rights to a deficiency according to the requirements in Sections 66.47 through 66.49. We may require you to indemnify us for any loss we incur due to incorrect bidding that results in our inability to pursue a deficiency or lessens the amount that we are able to collect.

66.47: When to preserve deficiency rights (06/30/97)
You must identify and recommend to us appropriate cases where the pursuit of a deficiency judgment is in our best interest. If the Mortgage has mortgage insurance, you must follow the MI's instructions for pursuing deficiency judgments.

You are required to preserve our rights to pursue a deficiency in the following States:
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66.48: States where preserving deficiency rights is optional (04/25/06)
If the property is not located in one of the States listed in Section 66.47, and you believe it is in our best interest to preserve our right to pursue a deficiency against the Borrower, you must complete and submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) requesting approval. If possible, you should send the recommendation to us before you initiate foreclosure. However, under no circumstances should you delay initiating foreclosure to obtain our approval to preserve our deficiency rights.

66.49: Abandonment (04/25/06)

Preservation of deficiency rights and pursuit of a deficiency should be sought against a Borrower who has abandoned the property. It is your responsibility to recommend these cases to us by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within five Business Days of discovering the property is abandoned.

66.50: Special circumstances requiring our approval (04/25/06)
If you know that delays in the foreclosure process and/or additional costs are going to occur to preserve deficiency rights (this should not occur in the States listed in Section 66.47), then you must obtain our approval by completing and submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

66.51: Working with vendors to collect deficiencies (04/14/00)
We may use vendors to assist in the collection of deficiencies. You must assist such vendors to obtain any necessary case file documentation upon the vendor's request.

66.52: Reserved (04/14/00)
This section is reserved.

66.52.1: Assigning deficiency rights after the foreclosure sale (12/18/08)
If the Mortgage has mortgage insurance and is not covered by any other credit enhancement, do not execute deficiency assignment documents you may receive from the MI or a third party. These documents must be sent directly to us (see Directory 5). We will coordinate the execution of these assignment documents.

You may execute deficiency assignment documents that transfer deficiency rights from you to us when requested by an MI or third-party vendor.

66.53: Delivery of clear and marketable title (06/06/03)
	(a)
	Property located in a State without a redemption or confirmation period
When you are the purchaser of the property at a foreclosure sale, you must ensure that the foreclosure attorney or trustee provides us with clear and marketable title to the property after the foreclosure sale. The title must be free of any liens, claims, defects and encumbrances. The title must be marketable so we can sell the property freely to others.

The foreclosure counsel or trustee must:

1.

Submit the foreclosure deed for recordation within one Business Day after receipt of the deed

2.

Obtain the recorder's receipt as evidence that the deed was presented for recordation

3.

Send you the recorder's receipt within three Business Days after receiving it from the recorder

4.

Provide the recorded deed to you within three Business Days after receiving the deed from the recorder's office. Retain the deed in the Mortgage file.



	(b)
	Property located in a State with a redemption or confirmation period
After the redemption period has expired or the foreclosure sale has been confirmed, you must ensure that clear and marketable title is obtained as stated in Section 66.53(a).


66.54: Vesting the title and avoiding transfer taxes (04/25/06)
After the foreclosure sale you must ensure that the title to the property is vested to the appropriate party.

	(a)
	Conventional Mortgages
You must ensure that your foreclosure counsel or trustee conducts the foreclosure in your name, or for a Mortgage registered with Mortgage Electronic Registration Systems Inc. (MERS) in either your name or in the name of MERS, and that title to the property is vested in our name (if the property is not purchased by a third party). This must be done in a manner that does not result in an obligation to pay transfer taxes. We will not reimburse you for any transfer taxes.

If the foreclosure involves a Manufactured Home in a certificate of title State, you must conduct the replevin or other legal action necessary to repossess the home in your name and have the new certificate of title issued in our name.



	(b)
	FHA, Section 502 GRH or VA Mortgages
You must follow FHA, RHS or VA guidelines for conveying title to the foreclosed property to the applicable agency.


66.55: File retention (05/21/04)
You must maintain accurate and complete records of the foreclosure proceedings for Mortgages in the Mortgage file. You must maintain the Mortgage file for at least seven years from the date of the foreclosure sale.

66.56: Reporting foreclosure sale results (10/20/08)
	(a)
	Reporting requirements
You must notify us of the results of all foreclosure sales, including successful third-party bids.

1.

You must notify us through the Foreclosure Sale/DIL Transmission via MIDANET® no later than the Business Day immediately following the date of the foreclosure sale

2.

If the property was purchased by a third party at the foreclosure sale and the purchase price is not sufficient to pay off the Mortgage, then you must send us the claim package described in Section 66.61 once the foreclosure sale is confirmed and you have received the sale proceeds

3.

If a Borrower filed a bankruptcy petition of which you were not aware, and the foreclosure sale has been completed, the sale may not be valid. This situation is known as an "REO rollback." If you have already notified us of the results of the foreclosure through the Foreclosure Sale/DIL transmission via MIDANET, you must notify us that the sale may be invalid by submitting Form 105 to us (see Directory 5) within one Business Day of learning that the Borrower filed for bankruptcy protection. If you file a motion for relief of stay with the bankruptcy court to grant the release of the bankruptcy and to validate the foreclosure sale, then you must follow up to determine the results of the hearing so that you meet the following time frame.

Once the foreclosure sale is valid, you must notify us by submitting Form 105 to us (see Directory 5) within five calendar days of the date the judge signs the order validating the foreclosure sale and enters it on the court docket.

4.

In the event you become aware of an approved and closed workout after you have reported the foreclosure sale results to us, you must contact us immediately (see Directory 5) for further instructions



	(b)
	Penalty for failing to comply with reporting requirements
Failure to comply with the requirements of Section 66.56(a), will result in a penalty to you of $100 per day for every day that the foreclosure sale is not reported correctly. If the results of the foreclosure sale are not reported correctly by the 30th day after the sale, we may require you to repurchase the REO or indemnify us for any loss.

The notification is considered to be correctly reported if the Foreclosure Sale/DIL Transmission is accepted by MIDANET when it reaches us and is free of errors.


66.57: Reporting redemption period or confirmation date changes (04/25/06)
You must notify us if either the projected expiration of the redemption period changes, or the scheduled confirmation date changes from the date you transmitted via the MIDANET® Foreclosure Sale/DIL Transmission.

You must report the change by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 6) no later than one Business Day after you receive notification of the change.

66.58: Redemptions (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
	(a)
	Redemptions of Real Estate Owned (REO) properties
•
Reporting requirements for REO redemptions
You must notify us that the REO property is redeemed no later than one Business Day after redemption by completing and submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 6) for a 1-unit property or 2- to 4-unit properties. If we must execute any documents related to the redemption, send the documents with Form 105 to the appropriate address.

•
Sending us the REO redemption proceeds — 1-unit and 2- to 4-unit properties
If the property is redeemed, you must forward to Freddie Mac the principal and interest amount due (through the redemption date) and all amounts that are reimbursable by Freddie Mac pursuant to Chapter 71 within five Business Days of receiving the funds. Provided the redemption proceeds include the principal and interest due Freddie Mac and all amounts that are reimbursable to you by Freddie Mac, you may net out any amounts included in the redemption proceeds that are due you from the Borrower but are not reimbursable by Freddie Mac (e.g., late fees, NSF fees, property inspections and other items permitted by applicable law).

If the redemption proceeds are not sufficient to cover both the principal and interest due Freddie Mac and all amounts that are reimbursable to you by Freddie Mac pursuant to Chapter 71, then you must remit the entire redemption proceeds to Freddie Mac.

Checks should be made payable to the Federal Home Loan Mortgage Corporation and must reference the property address and the nine-digit Freddie Mac loan number on the check. The check should be forwarded to the appropriate business address below.

Overnight mail or courier deliveries:

JP Morgan Chase
National Wholesale LockBox TX1-0029
14800 Frye Road
Fort Worth, TX 76155
Attn: Freddie Mac #730453

Checks with documents attached:

Freddie Mac
PO Box 730453
Dallas, TX 75373-0453

Mail or messenger packages:

Freddie Mac
5000 Plano Parkway
Carrolton, TX 75010
Attn: Redemption Department

Wire proceeds:

JP Morgan Chase Bank
Benefit FHLMC
55 Water Street
New York, NY 10041
ABA #021000021
FAO: Freddie Mac #9102418887

If the redemption proceeds are less than the principal and interest due Freddie Mac and all amounts that are reimbursable to you by Freddie Mac, send us (see Directory 6) a claim package consisting of:

•
Form 105, Multipurpose Loan Servicing Transmittal, with Section D Indebtedness completed

•
Copy of the Broker's Price Opinion (BPO) used for the foreclosure bid

•
The proceeds check

•
Itemization of the distribution of the proceeds, if the sale proceeds are less than the sale price (e.g., if the foreclosure court order required the payment of sheriff expenses from the sale price). If the sale proceeds equal 100% of the sale price, then this itemization is not needed.

•
Copy of Freddie Mac Form 104SF, Statement of Loan, Workout and REO Expenses and Income, with corresponding backup (i.e., copy of payment history for escrow advances, invoice copies for property preservation expenses, non-designated counsel fees and costs)

•
Copy of Freddie Mac Form 104DC, Designated Counsel/Trustee, if you used Freddie Mac designated counsel for the foreclosure

Our REO department will forward the Form 104SF and/or Form 104DC to our Fees and Claims area for reimbursement.



	(b)
	Redemptions of properties initially reported as third-party sales
•
Reporting requirements
If the property was purchased by a third-party at foreclosure sale and is redeemed, send the Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within one Business Day after redemption. Form 105 must indicate the breakdown of the redemption funds, including principal, interest and any other expenses reimbursed to you by the party redeeming the property.
•
Remittance requirements
The remittance requirements for redemptions of third-party sales are the same as the remittance requirements for third-party foreclosure sales. If you receive redemption proceeds, you must remit the required principal and interest owed to Freddie Mac (as required in Section 78.16) no later than five Business Days after you receive the proceeds.

You must comply with our investor and reporting requirements in Chapter 78.

If, after remitting the required amount to Freddie Mac, you are owed reimbursable expenses (pursuant to Chapter 71) or reimbursable principal and interest, then you must send us a claim package as described in Section 66.61.




66.58: Redemptions (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
	(a)
	Redemptions of Real Estate Owned (REO) properties
•
Reporting requirements for REO redemptions
You must notify us that the REO property is redeemed no later than one Business Day after redemption by completing and submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 6) for a 1-unit property or 2- to 4-unit properties. If we must execute any documents related to the redemption, send the documents with Form 105 to the appropriate address.
•
Sending us the REO redemption proceeds — 1-unit and 2- to 4-unit properties
If the property is redeemed, you must forward to Freddie Mac the principal and interest amount due (through the redemption date) and all amounts that are reimbursable by Freddie Mac pursuant to Chapter 71 within five Business Days of receiving the funds. When the redemption proceeds include the principal and interest due Freddie Mac and all amounts that are reimbursable to you by Freddie Mac, you may net out any amounts included in the redemption proceeds that are due you from the Borrower but are not reimbursable by Freddie Mac (e.g., late fees, NSF fees, property inspections and other items permitted by applicable law).

If the redemption proceeds are not sufficient to cover both the principal and interest due Freddie Mac and all amounts that are reimbursable to you by Freddie Mac pursuant to Chapter 71, then you must remit the entire redemption proceeds to Freddie Mac.

Checks should be made payable to the Federal Home Loan Mortgage Corporation and must reference the property address and the nine-digit Freddie Mac loan number on the check. Remittances should be forwarded to the appropriate business address below.

Overnight mail or courier deliveries:

JP Morgan Chase
National Wholesale LockBox TX1-0029
14800 Frye Road
Fort Worth, TX 76155
Attn: Freddie Mac #730453

Wire proceeds:

JP Morgan Chase Bank
Benefit FHLMC
55 Water Street
New York, NY 10041
ABA #021000021
FAO: Freddie Mac #9102418887

Submit the claim for the related expenses to us via the Online Reimbursement System available at http://www.freddiemac.com/singlefamily/service/tools.html.



	(b)
	Redemptions of properties initially reported as third-party sales
•
Reporting requirements
If the property was purchased by a third-party at foreclosure sale and is redeemed, send the Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within one Business Day after redemption. Form 105 must indicate the breakdown of the redemption funds, including principal, interest and any other expenses reimbursed to you by the party redeeming the property.
•
Remittance requirements
The remittance requirements for redemptions of third-party sales are the same as the remittance requirements for third-party foreclosure sales. If you receive redemption proceeds, you must remit the required principal and interest owed to Freddie Mac (as required in Section 78.16) no later than five Business Days after you receive the proceeds.

You must comply with our investor and reporting requirements in Chapter 78.

If, after remitting the required amount to Freddie Mac, you are owed reimbursable expenses (pursuant to Chapter 71) or reimbursable principal and interest, then you must send us a claim package as described in Section 66.61.




66.59: Sales proceeds and reimbursement of fees (08/21/06)
	(a)
	Remitting the sale proceeds
If a third party purchases the property at the foreclosure sale and the sale price is less than the total indebtedness, you must instruct the foreclosure counsel or trustee conducting the sale to remit the entire sale proceeds to you via overnight mail or wire transfer no later than three Business Days after receiving the proceeds.



	(b)
	Obtaining reimbursement for foreclosure counsel and trustee fees and costs
We will not reimburse you for foreclosure costs incurred on a Mortgage that was sold to us with recourse. The foreclosure counsel or trustee must obtain reimbursement of all fees and costs from you. The foreclosure counsel or trustee should not net their fees and/or costs from the sale proceeds check. If the foreclosure was a judicial foreclosure and State law mandates that the sheriff or auctioneer deduct their fees from the sale proceeds before remitting them to the foreclosure counsel or trustee, you must instruct the foreclosure counsel or trustee to send you an accounting of the sheriff's or auctioneer's costs with the sale proceeds.

You must submit your request for reimbursement of any shortage in the sales proceeds so that we receive the request no later than 30 days after the date that you receive the sales proceeds. (See Section 66.61 for details on the associated claim package.)


66.60: Executing documents (04/25/06)
If we need to execute a document related to a third-party foreclosure sale, you must submit Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) with the name of the buyer(s) and include the document we need to execute.

66.61: Reporting and remittance requirements (10/20/08)
To complete the third-party foreclosure sale when the sale proceeds are less than the total indebtedness, you must complete the following steps:

	1.
	Report the Mortgage as a third-party foreclosure sale using the Loan-Level Transaction in MIDANET® no later than the 2nd Business Day after you receive the proceeds. When reporting, ensure that the:

(a)

Foreclosure sale date is the date that the foreclosure sale occurred

(b)

Ending principal balance is zero

(c)

Principal collected field is completed with the unpaid principal balance (UPB) as of the last reporting cycle before the Mortgage was inactivated

(d)

DDLPI is the date of the last fully paid monthly installment




	2.
	Remit the required principal and interest owed to us (as required by Section 78.16) through the automated cash remittance system no later than the 5th Business Day after you receive the proceeds. See Sections 77.21 and 77.22 for information on initiating a remittance through the cash remittance system

See Section 78.16 for additional reporting and remitting requirements for third-party foreclosures.

If, after remitting the required amount to Freddie Mac, you are owed reimbursable expenses (pursuant to Chapter 71) or reimbursable principal and interest (pursuant to Section 78.44), then you must send a claim package to us (see Directory 5).

The claim package must include:

•
Form 105, Multipurpose Loan Servicing Transmittal, with Section D Indebtedness completed

•
Copy of the Broker's Price Opinion (BPO) used for the foreclosure bid

•
Copy of the proceeds check

•
Itemization of the distribution of the proceeds, if the sale proceeds are less than the sale price (e.g., if the foreclosure court order required the payment of sheriff expenses from the sale price). If the sale proceeds equal 100% of the sale price, then this itemization is not needed.

•
Hard copy of Freddie Mac Form 104SF, Statement of Loan, Workout and REO Expenses and Income, with corresponding backup (i.e., copy of payment history for escrow advances, invoice copies for property preservation expenses, non-designated counsel fees and costs)

•
Hard copy of Freddie Mac Form 104DC, Designated Counsel/Trustee, if you used Freddie Mac designated counsel for the foreclosure

The Third Party Sales group will forward the Form 104SF and/or Form 104DC to our Fees and Claims area in order for you to receive reimbursement of your allowable fees and costs.


66.62: Charging off the deficiency (12/19/07)
We will prepare a charge-off form when we receive the claim package from you outlined in Section 66.61. Freddie Mac Investor Accounting will return the charge-off form to you within seven Business Days of receiving the MIDANET® transmission. The charge-off form will contain the amount to be charged off on the Mortgage.

When you receive the charge-off form you must verify that the information on the form is correct and report any discrepancies to us (see Directory 5) within one Business Day of receiving the form.

66.63: Expense reimbursement and foreclosure reporting process (9/30/97)
You will find the requirements necessary to obtain reimbursement for expenses and reporting of foreclosure activity to us in this part of the chapter. Obtaining reimbursement for expenses, and reporting foreclosure activity occurs throughout the foreclosure process, as shown below. This process flow will give you a general overview of the process for obtaining reimbursement for expenses, and reporting. Refer to the requirements in this chapter for more details.
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66.64: Expense reimbursement and foreclosure reporting contents (9/30/97)
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66.65: When to request reimbursement (10/19/07)
Changes to these requirements have been announced and will become effective on 03/01/09.
We must receive a request for initial reimbursement via Form 104SF, Statement of Loan, Workout and REO Expenses and Income, within 30 days of the foreclosure sale, or the expiration of any applicable confirmation or redemption period, if applicable. We reserve the right to refuse any request for reimbursement we receive after this date.

For Section 502 GRH Mortgages, refer to Section 71.6 for instructions on requesting reimbursement.

66.65: When to request reimbursement (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
We must receive a request for initial reimbursement via Form 104SF, Statement of Loan, Workout and REO Expenses and Income, within 30 days of the foreclosure sale, or the expiration of any applicable confirmation or redemption period, if applicable. We reserve the right to refuse any request for reimbursement we receive after this date. Refer to Chapter 71 for additional information on expense reimbursement.

For Section 502 GRH Mortgages, refer to Section 71.6 for instructions on requesting reimbursement.

66.66: How much we will reimburse (9/30/97)
Changes to these requirements have been announced and will become effective on 03/01/09.
The amount of the reimbursement will be proportionate to our interest in the Mortgage. If foreclosure proceedings are discontinued, all available fees and costs you incur should be collected from the Borrower (unless prohibited by local law). If local law prohibits reimbursement from the Borrower, we will share the expenses with you in proportion to our interest in the Mortgage.

You are prohibited from charging the Borrower for any costs or fees that you have not incurred. In addition, you must not charge the Borrower any reinstatement fee. The amount of reimbursement you request must be offset by any positive Escrow balance.

66.66: How much we will reimburse (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
The amount of the reimbursement will be proportionate to our interest in the Mortgage. If foreclosure proceedings are discontinued, all available fees and costs you incur should be collected from the Borrower (unless prohibited by local law). If local law prohibits reimbursement from the Borrower, we will share the expenses with you in proportion to our interest in the Mortgage.

You are prohibited from charging the Borrower for any costs or fees that you have not incurred. In addition, you must not charge the Borrower any reinstatement fee. The amount of reimbursement you request must be offset by any positive Escrow balance.

Refer to Section 71.6 for additional information.

66.67: Foreclosure counsel and trustee fees (7/1/05)
The foreclosure counsel or trustee fees must be reasonable and comparable to those customarily charged in the area where the property is located. Exhibit 57A, Approved Attorney Fees and Title Expenses, provides guidelines for these expenses. You must obtain our written approval prior to incurring fees in excess of the guidelines. Refer to Section 66.69 for details on how to obtain our approval.

66.68: Foreclosure expenses (9/30/97)
Changes to these requirements have been announced and will become effective on 03/01/09.
We will reimburse you for our proportionate share of the foreclosure expenses you incur during the foreclosure process in accordance with Section 71.7.

66.68: Foreclosure expenses (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
We will reimburse you for our proportionate share of the foreclosure expenses you incur during the foreclosure process. Refer to Chapter 71 for additional information on expense reimbursement.

66.69: Approval for exceeding expense guidelines (04/25/06)
Unless you use one of our designated counsel or trustees, you must obtain our approval before you incur expenses that exceed the established guidelines. Submit requests for approval to exceed expense guidelines on Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5). If you fail to obtain written approval, we will adjust the expense reimbursement to the amount in Exhibit 57A, Approved Attorney Fees and Title Expenses.

66.70: What we will send you (8/11/04)
In response to your monthly EDR transmission, we will send the reports listed in Sections 66.71 and 66.72 via the Freddie Mail option in MIDANET® for the PC. You must receive these reports via MIDANET for the PC, review them and transmit any necessary information to us.

66.71: Default exception report (9/30/97)
One Business Day after transmitting EDR information, you will receive the Default Exception Report, which will contain any exceptions and errors on the Mortgages that were reported. You must correct all exceptions/errors documented on the report and transmit the corrected data to us by the sixth Business Day of the same month.

66.72: Delinquencies/foreclosures not reported (9/30/97)
You will receive the Delinquencies/Foreclosures not Reported report the morning of the fourth Business Day of the month. It identifies any Mortgage that was reported as being in foreclosure during the prior month, but was omitted from the current month's reporting and was not reported as fully reinstated or paid off, or that a foreclosure sale was held, or because a workout option was completed. If the Mortgage is still in foreclosure, you must report on the delinquent Mortgage by the sixth Business Day of the month. If the Mortgage was not reported because a full reinstatement or payoff occurred, a foreclosure sale was held, or a deed-in-lieu of foreclosure was executed, you must report the action to us. Refer to Section 59.4, A65.10, B65.48 or 66.56 for reporting requirements.

66.73: Default feedback report (8/11/04)
This section has been deleted.

66.74: Reporting to credit repositories (9/30/97)
Report all foreclosure sales to the credit repositories listed in Exhibit 51, Credit Repositories and Information to Report, according to the requirements in Section 55.4.

66.75: Reporting to the IRS (9/30/97)
Report the acquisition or abandonment of the property to the IRS according to the requirements in Section 55.3 on Form 1099-A, Acquisition or Abandonment of Secured Property.

[image: image624.png]Bl

‘We make home possible




Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter 67:  Adverse Matters

67.1: Introduction (08/21/06)
This chapter provides you with our requirements for Servicing Mortgages when the following, which we consider to be adverse to our interest in the Mortgage or the property securing the Mortgage, occurs:

	•
	Bankruptcies


	•
	Litigation matters


	•
	Properties seized by government agencies


	•
	Distressed properties


	•
	Abandoned properties


Refer to Chapter 68, Servicing Mortgages Impacted by a Disaster, for additional requirements for Mortgages secured by properties affected by a disaster.

67.2: Process flow (9/30/97)
You will find in this chapter our processes and requirements for dealing with a variety of adverse matters. Servicing and responding to such matters occurs in the part of the Mortgage Servicing cycle represented by the second box in the following process flow:
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67.3: Chapter contents (9/30/97)
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67.4: The Servicer's role (9/30/97)
Your role is to act without delay, and in accordance with applicable law and the requirements contained in this chapter, when an adverse matter occurs.

Accuracy and timeliness in complying with applicable law and meeting the requirements contained in this chapter are vital and are part of your responsibilities to the Borrower and your warranties to us. We hold you responsible for properly Servicing our Mortgages and protecting our interests in the properties securing them.

67.5: Our rights (9/30/97)
We reserve the right, at our sole discretion, to:

	1.
	Request that you submit copies of any and all records related to our Mortgages under the requirements contained in this chapter


	2.
	Request you to compensate us and hold us harmless for any loss, damage or expense, including court costs and attorney fees, that we sustain as a result of your failure to comply with the requirements of this chapter, applicable law, or resulting from errors, omissions or delays by you or your agent


	3.
	Use our own counsel or trustee, or require you to use our designated counsel or trustee, or select the counsel or trustee to represent us in any matter related to the requirements contained in this chapter


	4.
	Limit the amount of a reimbursement for attorney fees if those fees are not consistent with the fees commonly charged for similar services in the area where the affected property is located


	5.
	Deny your request for reimbursement of expenses incurred as a result of Servicing our Mortgages under the requirements of this chapter if you do not obtain our prior written approval as required


	6.
	Assess fees and penalties in accordance with the requirements of Section 55.1 and Chapter 78 if you fail to comply with the requirements contained in this chapter


	7.
	Require you to repurchase the affected Mortgage, or indemnify us for any loss, if you do not comply with the requirements contained in this chapter


67.6: Introduction (4/6/01)
This part of the chapter provides you with our requirements for Servicing Mortgages subject to bankruptcy proceedings or litigation. You must take appropriate action to protect our interest during bankruptcy proceedings in which the Borrower is the debtor or when there is litigation of either a routine or non-routine nature.

67.7: Bankruptcy general requirements (02/20/08)
When you receive notice, or confirm information that a Borrower has filed a bankruptcy petition, at a minimum, you must:

	1.
	Comply with all applicable laws and regulations, including working with debtor's pre-bankruptcy credit counseling agency on a debt management plan, if applicable


	2.
	Obtain a copy of the Borrower's (debtor's) bankruptcy petition or other bankruptcy notice.


	3.
	Accurately complete and file a proof of claim within the time limitations set by the bankruptcy court. This includes providing timely information, documentation and payoff and reinstatement figures necessary for bankruptcy counsel to meet the time limits set by the bankruptcy court if counsel is representing you in the case. If additional costs are incurred after confirmation of the bankruptcy plan, work with the trustee to ensure all steps are taken to recover those costs allowable by law from the debtor through the plan, if applicable.


	4.
	Monitor the bankruptcy filing and obtain status of the proceedings from the trustee in a timely manner. This includes, at a minimum, assisting with any motions for relief of stay and monitoring the first meeting of creditors, proof of claim and/or confirmation of the bankruptcy plan, pre- and post-petition payments, pleadings and notices. If counsel requests additional documentation from you, you must provide counsel with the documentation within two Business Days of receiving the request.


	5.
	Maintain copies of all relevant documents related to the bankruptcy including the notice of first meeting of creditors, proof of claim, pleadings, notices, etc.


	6.
	Determine whether the Borrower wishes to keep the property.


	7.
	Not require the Borrower to sign a reaffirmation of debt agreement. If you choose to have the Borrower reaffirm the debt, you must comply with all applicable laws, including obtaining the court's approval of the reaffirmation agreement, if necessary. We will not reimburse you for any legal costs incurred in obtaining a reaffirmation agreement.


	8.
	Review any bankruptcy reorganization plan proposed under Chapters 11 or 13 (refer to Section 67.13 regarding your servicing responsibilities should a bankruptcy judge order a bankruptcy cramdown) of the U.S. Bankruptcy Code and respond in a manner that protects our interests. Likewise, review any bankruptcy plan proposed under Chapter 12 of the U.S. Bankruptcy Code and respond in a manner that protects our interests. Such review includes verifying that the bankruptcy repayment plan does not extend past the maturity date of the Mortgage, and the bankruptcy repayment plan sets forth the proper monthly payment to include the outstanding debt and sufficient funds to pay taxes, all property insurance and mortgage insurance premiums when they become due. If the bankruptcy repayment plan will extend past the maturity date of the Mortgage, you must object.


	9.
	If appropriate, file an action with the bankruptcy court to secure a determination that the property is abandoned. In the event the court considers the property abandoned, file an order lifting the automatic stay.


	10.
	Monitor and properly apply payments received under any bankruptcy repayment plan. If the Borrower becomes delinquent on two post-petition and/or plan payments, instruct counsel to take immediate action to modify the stay order and initiate, or resume, foreclosure proceedings.


	11.
	Conduct a monthly inspection of the property for any delinquent Mortgage unless a bankruptcy repayment plan is in place and being adhered to


	12.
	Verify that the Borrower is current on his or her tax and insurance payments or, if there is an Escrow account for taxes and insurance, perform an Escrow analysis to determine if a bankruptcy repayment plan must include additional Escrow Funds to maintain the Escrow account. In addition, perform a periodic Escrow analysis and notify the trustee of any change to the payment amount resulting from the analysis.


	13.
	Immediately notify the trustee of any Transfer of Servicing (both the transferor and transferee must notify the trustee). See Chapter 56 for specific requirements for Transfer of Servicing, including Concurrent Transfers of Servicing and Subsequent Transfers of Servicing.


	14.
	For leasehold Mortgages: 

•
Take appropriate action to assume the lease payments to the lessor if the lease is rejected by the Chapter 7 trustee in bankruptcy and the Borrower ceases making payments on the lease

•
Object to any Chapter 13 plan that does not provide for payment of the ground rent in addition to the Mortgage payments and real estate taxes

•
In cases when the trustee will pay post-petition payments, it is your responsibility to notify the trustee of all changes, including any missed post-petition payment, and to send copies of breach/acceleration letters to the trustee




	15.
	Immediately upon release of bankruptcy, if the Mortgage is delinquent, you must either:

•
Resume foreclosure activities, if the Mortgage was in foreclosure previous to the bankruptcy filing, in accordance with Chapter 66, or

•
Initiate or resume collection activity in accordance with Chapter 64



67.8: Multiple bankruptcy filings (08/21/06)
A Borrower may file for bankruptcy protection more than once or under different chapters of the bankruptcy laws. When you receive notice of a Borrower filing a petition for protection under the bankruptcy laws, you must check your Mortgage records to determine if the Borrower has previously filed for bankruptcy protection. If your records disclose a previous bankruptcy filing for that Borrower and the Mortgage is delinquent, you must refer the bankruptcy case to counsel.

You must direct counsel to take appropriate action including:

	•
	If the Borrower has filed multiple times, but the bankruptcies are more than 12 months apart:

1.

Motion to annul the automatic stay to confirm foreclosure sale if you were unaware that the Borrower had filed for bankruptcy and you had conducted a foreclosure sale

2.

Motion to dismiss the bankruptcy case if it can be shown that there has been no substantial change in the Borrower's financial circumstances since the last bankruptcy filing, or it can be shown the Borrower has no prospect of repayment under a reorganization plan

3.

Objection to the confirmation of a Chapter 13 Plan and a motion to dismiss in connection with a Chapter 13 bankruptcy in which the reorganization plan appears to be infeasible, offered in bad faith or it can be shown that there has been no substantial change in the Borrower's financial circumstances since the last bankruptcy filing

4.

Motion for "in rem" relief or 180 day bar to prevent the Borrower from filing another bankruptcy case in the future affecting the property securing our Mortgage when there are successive filings with a scheme of fraudulent property transfers

5.

Any other actions as deemed appropriate and permitted under the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005



	•
	If the multiple filing is within 12 months of the previous filing:

1.

Object in the event that the Borrower petitions to extend the automatic stay when (i) the Borrower's bankruptcy is presumptively filed not in good faith under the Bankruptcy Code, (ii) you believe that the filing was offered in bad faith or (iii) if there has been no substantial change in the Borrower's financial circumstances since the last bankruptcy filing. (See Section 71.14 for related fee for filing the objection.)

2.

Any other actions as deemed appropriate and permitted under the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005



67.9: Notifying us of bankruptcy proceedings (12/14/05)
You must report a bankruptcy filing to us, regardless of whether the Borrower is current or delinquent in his or her Mortgage payments. You must submit this notification via an Electronic Default Reporting (EDR) transmission within the first three Business Days of the month following the month in which you received notice of the filing. You must also include the filing date and the applicable default action code (as listed below) to indicate the bankruptcy chapter number.

Refer to Section 66.32 for how bankruptcy may affect your foreclosure time line.

The bankruptcy petition chapters and applicable default action codes are:
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You must also notify us when the court confirms the bankruptcy plan via an EDR transmission using default action code 69 (Bankruptcy plan confirmed) within the first three Business Days of the month following the month in which the confirmation occurred.

You must continue to report via an EDR transmission each month that the Borrower is in bankruptcy until the court clears the bankruptcy or lifts the stay. You must notify us within the first three Business Days of the month following the month in which either of these actions occur via an EDR transmission using default action code 76 (Bankruptcy court clearance obtained/Stay lifted). Include the date the action occurred.

If a bankruptcy converts from one Chapter to another, you must report a default action code 76 (Bankruptcy court clearance) to close the prior bankruptcy Chapter. The conversion date is the bankruptcy release date for the prior bankruptcy Chapter and the filing date for the new Chapter.

For example, if a Chapter 13 converted to a Chapter 7 on 01/30/xx, you would report default action code 76 using 01/30/xx to close the Chapter 13 status and a default action code 65 using 01/30/xx to open the Chapter 7 bankruptcy.

For additional information about EDR reporting, refer to Section 64.10.

67.10: Managing new bankruptcy filings (04/25/06)
	•
	For Mortgages current at the time of filing
If a Borrower is current in his or her Mortgage payments at the time the Borrower files a Chapter 7, 12 or 13 bankruptcy petition, you are not required to refer the matter to counsel and we will not reimburse you if you do so. If the Mortgage is a Balloon/Reset Mortgage, refer to Section 67.12 for our requirements.

If you determine that special circumstances exist that require case management by counsel on a current Mortgage, then you must obtain our prior written approval to obtain counsel in accordance with the requirements in Section 53.1.1 and to incur the legal expense by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

All Chapter 11 bankruptcy cases must be referred to counsel as soon as you receive notice that the Borrower has filed for bankruptcy protection, regardless of whether the Mortgage payments are current. Refer to Section 67.15 for our requirements on selecting bankruptcy counsel.



	•
	For Mortgages delinquent at the time of filing
If the Borrower is at least 30 days delinquent in his or her Mortgage payments at the time bankruptcy is filed, you must refer the bankruptcy to counsel, whether a Chapter 7, 11, 12, or 13, in accordance with the requirements of Section 53.1.1 within three Business Days of your receipt of notice that a petition has been filed. We will reimburse you for expenses you incur in accordance with the limits listed in Exhibit 57A, Approved Attorney Fees and Title Expenses. (The expense limits in Exhibit 57A, Approved Attorney Fees and Title Expenses do not apply if a designated counsel is processing the bankruptcy.)

When you refer a bankruptcy case to counsel, you must provide complete written reinstatement or payoff figures to the attorney or trustee requesting the information within two Business Days of the date on which you receive a written request. You may provide the written reinstatement or payoff figures via a paper document, facsimile or e-mail.

Refer to Section 67.15 for our requirements on selecting bankruptcy counsel.

You must instruct counsel to file a motion for relief from the automatic stay:

1.

In a Chapter 7 case, at the same time you refer the case to counsel

2.

In a Chapter 11, 12, or 13 case, when the Borrower misses his or her second post-petition and/or plan payments to either you or the trustee

You must follow all general requirements found in Section 67.7, particularly in regard to monitoring and assisting throughout the bankruptcy proceedings. At least monthly, and preferably more often, you must communicate with the bankruptcy attorney to obtain case status updates, provide information requested by the attorney and work with the attorney to facilitate either timely reinstatement or relief from the automatic stay.


67.11: Managing Mortgages that become delinquent subsequent to bankruptcy filing (12/14/05)
If the Borrower was current at the time of filing bankruptcy and subsequently becomes 30 days or more delinquent in payments to either you or the trustee, then you must refer the case to counsel in accordance with the requirements in Section 53.1.1. We will reimburse you for expenses you incur according to the requirements contained in Section 67.16 and Chapter 71.

You must refer the bankruptcy case to counsel and instruct counsel to file for relief from the automatic stay after the Borrower becomes:

	1.
	30 days delinquent in a Chapter 7 case


	2.
	45 days delinquent in payments to either you or the trustee in a Chapter 12 or 13 case


Whether you refer a bankruptcy to counsel for special circumstances or due to delinquency, you must provide complete written reinstatement and/or payoff figures to the attorney, trustee, workout specialist or outsourcing vendor at the time of referral. Also, you must respond to any additional requests for reinstatement and/or payoff figures after referral within two Business Days of the date on which you receive the request. You may provide the written reinstatement or payoff figures via a paper document, facsimile or e-mail.

67.12: Managing bankruptcies on Balloon/Reset Mortgages (02/23/07)
You must refer all of the following bankruptcy cases on Balloon/Reset Mortgages to counsel:

	1.
	Chapter 11 bankruptcy cases


	2.
	Chapter 12 or 13 bankruptcy cases that include Mortgages having a Balloon Maturity Date of less than five years from the filing date


Refer to Section 67.10 and 67.11 for our requirements for managing Chapter 7 cases. Refer to Section 67.15 for our requirements for selecting bankruptcy counsel.

	(a)
	Chapter 11 cases
If the Chapter 11 reorganization plan extends the term of the Mortgage beyond the Balloon Maturity Date, counsel must object to the reorganization plan.



	(b)
	Chapter 12 or 13 cases
If the Chapter 12 or 13 reorganization plan extends the term of the Mortgage beyond the Balloon Maturity Date, and does not call for the Borrower to satisfy any additional obligations (such as accrued interest and Escrow deposits) beyond the Balloon Maturity Date, counsel must object to the reorganization plan.


In addition, when counsel files the Proof of Claim, counsel must include, as a part of the Mortgage obligation, the entire balance that will be due on the Balloon Maturity Date and any amounts that may accrue after the Balloon Maturity Date if the plan extends the repayment period beyond that date. Such expenses include, but are not limited to:

	•
	Interest


	•
	Real estate taxes


	•
	Property insurance premiums


	•
	Mortgage insurance premiums


	•
	Legal fees and costs


If you discover after the confirmation of a Chapter 13 plan that the Balloon Maturity Date will occur during the life of the plan, the terms of the confirmed plan will now apply even if the Balloon Maturity Date passes. In this circumstance, if the Borrower's payments under the reorganization plan are current, and the Balloon Maturity Date will occur before completion of the repayment period, you must instruct counsel to take the following course of action:

	1.
	File a motion for relief from the automatic stay advising the court that the plan did not modify the original Security Instrument and stating that the entire Mortgage balance will still be due on the Balloon Maturity Date, and


	2.
	Contact the Borrower's attorney to propose a Consent Order to extend the maturity date through the date of the bankruptcy discharge.


67.13: Bankruptcy cramdowns (04/25/06)
When a Borrower files bankruptcy and the value of the property has declined to a value less than the amount owed on the Mortgage, a federal bankruptcy judge may order a division of the bankruptcy claim.

Under a bankruptcy cramdown, the court divides the Mortgage debt into two claims: a secured claim in the amount of the current appraised value of the property and an unsecured claim for the remaining balance of the debt.

All of, or a portion of, the remaining unsecured claim balance is forgiven upon completion of the court-ordered repayment plan. This is known as a cramdown.

If the Borrower's reorganization plan requests a cramdown, you must fax a copy of the bankruptcy reorganization plan and any accompanying motions filed by the Borrower's counsel to us (see Directory 5) accompanied by Form 105, Multipurpose Loan Servicing Transmittal, within one Business Day of receiving the plan. You must direct counsel to file an objection to the proposed plan alleging that the plan may not modify the original Security Instrument and Note. If the Mortgage is a Balloon/Reset Mortgage you must direct counsel to include in the objection that the entire Mortgage balance will be due on the Balloon Maturity Date.

We will review the feasibility of litigation and work with you to determine the appropriate course of action.

You must submit Form 105 to us (see Directory 5) with the information specified below within one Business Day of the following events:

	1.
	After receiving notice that the court has approved or rejected the cramdown, you must send us a copy of the court's decision


	2.
	When the Borrower is 30 or more days delinquent on a payment under the reorganization plan, or has otherwise breached the terms of the plan, you must indicate the type of default and include your recommendation as to how to proceed


67.14: Servicing bankruptcies on Mortgages secured by income properties (12/16/02)
If a Borrower on a Mortgage secured by income producing property files a bankruptcy petition and we have an assignment of rents, you must take action to prohibit the Borrower from using any income from the property for any purpose other than making payments on the Mortgage by instructing counsel to:

	1.
	File a motion for sequestration of rental income, or


	2.
	Obtain an adequate protection order


67.15: Selecting bankruptcy counsel (02/20/08)
Changes to these requirements have been announced and will become effective on 06/01/08.
You must select a law firm that is experienced in handling both foreclosures and bankruptcies.

You must use the same entity that you retained to represent you in a foreclosure action on a Mortgage to represent you in a subsequent bankruptcy. (For example, if you retained foreclosure counsel that is not a designated counsel, then you must use that same law firm for any bankruptcy. You must not refer the bankruptcy to one of our designated counsel.)

If you do not use the same entity representing you in a foreclosure action to represent you in a subsequent bankruptcy, you may not be reimbursed. See Chapter 71 for more details on reimbursement for bankruptcy costs and fees.

If you determine that special circumstances exist that require case management by counsel on a current Mortgage, then you must obtain our prior written approval to obtain counsel and incur the legal expense in accordance with the requirements in Section 53.1.1 and by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

We will become directly involved in litigation only if we deem it appropriate.

	(a)
	Selecting bankruptcy counsel in a State where we have designated counsel
You must use our designated counsel for the bankruptcy (unless the Mortgage on which the bankruptcy was filed was sold to us with recourse or it is an FHA Mortgage, VA Mortgage, or Section 502 GRH Mortgage) if the Mortgage is secured by a:

1.

2- to 4-unit property in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

2.

Manufactured Home in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

3.

1- to 4-unit property in Texas and the Mortgage was a Texas Equity Section 50(a)(6) Mortgage

4.

You must also use designated bankruptcy counsel in a designated counsel State for a Mortgage regardless of property type if we have sent you written notification of such a requirement

Refer to Section 66.15.1 regarding our penalty for failure to use designated counsel when required.



	(b)
	Selecting bankruptcy counsel in a State where we do not have designated counsel
If at the dismissal or completion of the bankruptcy the Mortgage progresses to foreclosure, you must use the same law firm to handle the foreclosure as you used for the bankruptcy. However, in those States where it may be common practice to use a trustee to conduct a foreclosure, you must use a trustee that is associated with the law firm that handled the bankruptcy.


67.15: Selecting bankruptcy counsel (06/01/08)
These requirements will become effective on 06/01/08. View current requirements.
You must diversify your foreclosure and bankruptcy referrals in higher-volume States (States in which you have 250 or more Freddie Mac foreclosure and bankruptcy referrals in a calendar year). In addition, you must have a contingency plan to redirect new foreclosure and bankruptcy referrals in the event a law firm or trustee you are using is no longer able to accept new referrals (see Section 66.15).

Bankruptcy counsel must be free from any conflict of interest with the Borrower.

You must use the same entity that you retained to represent you in a foreclosure action on a Mortgage to represent you in a subsequent bankruptcy. (For example, if you retained foreclosure counsel that is not a designated counsel, then you must use that same law firm for any bankruptcy. You must not refer the bankruptcy to one of our designated counsel.) Likewise, if at the dismissal or completion of the bankruptcy the Mortgage progresses to foreclosure, you must use the same law firm to handle the foreclosure as you used for the bankruptcy.

If you do not use the same entity representing you in a foreclosure action to represent you in a subsequent bankruptcy, you may not be reimbursed. See Chapter 71 for more details on reimbursement for bankruptcy costs and fees.

If you determine that special circumstances exist that require case management by counsel on a current Mortgage, then you must obtain our prior written approval to obtain counsel and incur the legal expense in accordance with the requirements in Section 53.1.1 and by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

We will become directly involved in litigation only if we deem it appropriate.

	(a)
	Selecting bankruptcy counsel in a State where we have designated counsel
You must use our designated counsel for the bankruptcy (unless the Mortgage on which the bankruptcy was filed was sold to us with recourse or it is an FHA Mortgage, VA Mortgage, or Section 502 GRH Mortgage) if the Mortgage is secured by a:

1.

2- to 4-unit property in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

2.

Manufactured Home in California, Connecticut, Florida, Georgia, Illinois, Indiana, Maryland, Massachusetts, Michigan, Nevada, New Jersey, New York, North Carolina, Ohio, Pennsylvania, South Carolina, Texas, Virginia or Washington

3.

1- to 4-unit property in Texas and the Mortgage was a Texas Equity Section 50(a)(6) Mortgage

4.

You must also use designated bankruptcy counsel in a designated counsel State for a Mortgage regardless of property type if we have sent you written notification of such a requirement

Refer to Section 66.15.1 regarding our penalty for failure to use designated counsel when required.



	(b)
	Selecting bankruptcy counsel in a State where we do not have designated counsel
The bankruptcy counsel you choose must meet the eligibility requirements in Section 53.1.1. In addition, you must base the selection on the prior performance of the bankruptcy counsel in the following areas:

1.

Timely filings of motion for relief

2.

Length of time to obtain automatic stay or case dismissal

3.

Facilitation of loss mitigation options where appropriate

If at the dismissal or completion of the bankruptcy the Mortgage progresses to foreclosure, you must use the same law firm to handle the foreclosure as you used for the bankruptcy. However, in those States where it may be common practice to use a trustee to conduct a foreclosure, you must use a trustee that is associated with the law firm that handled the bankruptcy.


67.16: Reimbursement of expenses related to a bankruptcy (04/25/06)
When legally permissible, you should attempt to obtain payment of the attorney fees and costs resulting from the bankruptcy proceedings directly from the Borrower and/or the bankruptcy court.

Unless you use one of our designated counsel, you must obtain our prior written approval for any fees in excess of the fees listed in Section 71.14 by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5).

We will not reimburse you for attorney fees or legal costs on any bankruptcy case if:

	1.
	The Borrower was current in his or her Mortgage payments at the time he or she filed for bankruptcy protection, has remained current, and we did not approve a referral to bankruptcy counsel for special circumstances


	2.
	You are required to use designated counsel but used other counsel


	3.
	You incurred costs for reaffirmation agreements


	4.
	You incorrectly reported the bankruptcy through EDR. See Section 67.9 for more details on how to report bankruptcies through EDR.


67.17: Litigation matters (7/9/01)
Litigation matters fall into two categories:

	•
	Routine litigation


	•
	Non-routine litigation


	(a)
	Routine litigation
This category includes civil actions in which the plaintiff has named us a party as a result of our interest in the property. Routine litigation matters include, but are not limited to:

1.

Foreclosures by junior lienholders

2.

Sales of properties for nonpayment of taxes

3.

Property partition actions

4.

Eminent domain proceedings

5.

Actions to acquire or enforce public utility easements and rights of way

6.

Title claims covered by title insurance policies

7.

Contested foreclosure actions in which the Borrower alleges a procedural defect in the foreclosure or a routine defense




	(b)
	Non-routine litigation
This category includes civil actions in which the plaintiff seeks to divest us of our interest in a property, or to recover damages from us based on an allegation that we engaged in conduct or committed an act that caused injury or damage to the plaintiff. Non-routine litigation includes, but is not limited to, claims of a violation of statutory obligations (such as the Truth-in-Lending Act, fair lending practices, the Real Estate Settlement Procedures Act (RESPA) or the Equal Credit Opportunity Act) or allegations of misconduct or fraud that challenge the validity of the Mortgage. This category also includes class action litigation against you involving our Mortgages or allegations which could ultimately affect our interests.


67.18: Servicing routine litigation matters (04/25/06)
You must act without delay and in accordance with applicable law when responding to any routine litigation matter. If the routine litigation matter involves a Mortgage that is 30 or more days delinquent, you must report the litigation matter to us via EDR within the first three Business Days of the month following the month in which you became aware of the litigation, using default action code 33 (Contested foreclosure and litigation).

You must obtain our prior written approval before incurring any expenses in the Servicing of a routine litigation matter. To obtain our approval you must submit a Form 105 to us (see Directory 5). When the delay of taking protective action might result in the impairment of the property or jeopardize our lien position, you must call us (see Directory 5) for immediate approval to take the necessary action that will incur an expense. If the circumstance of incurring the expense is such that you cannot get our prior approval either by submitting the Form 105, Multipurpose Loan Servicing Transmittal, or calling us, then you must notify us (see Directory 5) by the next Business Day after you incurred the expense. If your determination to incur the expense was reasonable, we will reimburse you for the expense.

67.19: Servicing non-routine litigation matters (04/25/06)
You must act without delay and in accordance with applicable law when responding to any non-routine litigation matter. If the non-routine litigation matter involves a Mortgage that is 30 or more days delinquent, you must report the litigation matter to us via EDR within the first three Business Days of the month following the month in which you became aware of the litigation using default action code 33 (Contested foreclosure and litigation).

You must obtain our prior written approval before incurring any expenses in the Servicing of a non-routine litigation matter. To obtain our approval you must submit a Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5). When the delay of taking protective action might result in the impairment of the property or jeopardize our lien position, you must call us (see Directory 5) for immediate approval to take the necessary action that will incur an expense. If the circumstances of incurring the expense is such that you cannot get our prior approval either by submitting Form 105, or calling us, then you must notify us (see Directory 5) by the next Business Day after you incurred the expense. If your determination to incur the expense was reasonable, we will reimburse you.

	(a)
	Servicing non-routine litigation requirements when we are named as a party
You must not litigate any non-routine civil action in which the plaintiff has named us as a party to the litigation without our approval and monitoring by our legal division. When a plaintiff names us as a party in a non-routine litigation matter, you must notify us by submitting Form 105 (see Directory 5) via a fax transmission within seven Business Days of receiving any of the following:

1.

Complaint

2.

Litigation notice

3.

Pleadings

If you have retained counsel in the litigation, the counsel must meet the requirements of Section 53.1.1. When you send the Form 105, you must include the name, address and phone number of your counsel on the Form 105 and an estimate of the attorney's fees and litigation costs. The estimate must include, but is not limited to, the attorney's hourly rate and expected fees and costs. If you need an immediate response to the Form 105, you must call us (see Directory 5).

We will provide you with instructions on how to proceed after receipt of your Form 105. We reserve the right to direct and manage the actions you take on our behalf and to retain counsel to represent us regarding the litigation.


	(b)
	Servicing non-routine litigation requirements when we are not named as a party
You must notify us if the non-routine litigation in which we are not named as a party (such as a class-action suit against you which involves our Mortgages or which may ultimately affect our interests) by submitting Form 105 with a description of the action (or a copy of the complaint) to us (see Directory 5) via fax within seven Business Days of receiving notice of the litigation. The Form 105 must include the name and phone number of a person we can contact if we require additional information. If we request additional information you must provide it to us within seven Business Days of the date on our request.


67.20: Introduction (08/21/06)
This part of the chapter provides you with our requirements for Servicing Mortgages for which the ownership or condition of the property may be in jeopardy. Such occurrences include:

	•
	Property seizures


	•
	Distressed properties


	•
	Abandoned properties


Refer to Chapter 68, Servicing Mortgages Impacted by a Disaster, for additional requirements for Mortgages secured by properties affected by a disaster.

67.21: Property seizure (04/25/06)
Under various federal, State and local laws, a law enforcement agency may, in some circumstances, seize and cause the forfeiture of real property that is obtained with the proceeds of activities, or which is used to facilitate activities, committed in violation of federal, State or local laws. Such laws include those relating to controlled substances, gambling and prostitution. Actions that result in the loss of possession of real property by a legal action or process are called property seizures. These different laws commonly provide some avenue of relief from forfeiture for a mortgagee that can prove it is an "innocent owner" (or "innocent lienholder").

An important course of action in protecting the mortgagee's innocent owner status is prompt and cooperative communication with law enforcement agencies.

	(a)
	Your designee for contacts with law enforcement agencies
To properly handle the sensitive area of mortgagee-law enforcement agency cooperation, and maximize mutual benefits from such cooperation, you must limit contacts with, or from, law enforcement agencies to a designated management-level employee that you select. You must alert your employees to direct all information regarding a property seizure to the appropriate designee, including, but not limited to, the following:

1.

Unsolicited information

2.

Government notices

3.

Government or other third-party inquiries

4.

Telephone calls or written correspondence




	(b)
	Documentation
The management level employee selected as your designee to handle a property seizure must:

1.

Maintain complete, detailed and accurate records of:

•
All information received, relayed or reported, including (where applicable) the names of all contacting and contacted parties

•
All actions taken by you

•
The dates of all contacts and actions

2.

Confirm in writing all telephone communications with us and appropriate law enforcement agencies

3.

Deliver the original Mortgage file to us (see Directory 5) when and if we request you to do so



	(c)
	Restriction on foreclosure action
You must request our approval to initiate foreclosure by submitting Form 105, Multipurpose Loan Servicing Transmittal, for a First-Lien Mortgage or Form 102, Second Mortgage/HIL Servicing Transmittal, to us (see Directory 5).



	(d)
	Applicability of requirements
The requirements in Sections 67.21 through 67.26 address forfeitures arising from violations of federal, State or local laws specified in Section 67.21(a). However, all of these requirements also extend to government seizure and forfeiture of the property for the Borrower's violation of any other laws.


67.22: Unsolicited disclosure of preseizure information (04/25/06)
You must relay the following information to the asset forfeiture team in the Drug Enforcement Administration (DEA) office nearest to the location of the property:

	1.
	Unsolicited information that you receive from any party (other than a law enforcement official) regarding a possible connection between alleged or suspected drug transactions and the Mortgage or the property. You must relay the information without verifying or passing judgment on its source or veracity.


	2.
	Visual observations of suspected drug transactions by any party on the property as reported to you by an employee or a contractor of yours while on a routine inspection of the property.


You must cooperate with all law enforcement agencies to the extent that applicable law allows. If the DEA or another law enforcement agency requests information about the Borrower, Mortgage or property, or requests that you take certain actions, whether or not in response to a voluntary disclosure of information, you must determine if:

	1.
	The request complies with the provisions of applicable law including, but not limited to, the Right to Financial Privacy Act (RFPA)


	2.
	Your compliance with the request is allowed under applicable law


	3.
	Your compliance with the request would expose you or your staff to potential harm and/or liability



	(a)
	Reporting requirements
Within five Business Days of receiving the DEA's or other law enforcement agency's request, you must report the information in writing to the DEA or other law enforcement agency. You must send a copy of that report to us under cover of Form 105, Multipurpose Loan Servicing Transmittal, within three Business Days of reporting the information to the DEA or other law enforcement agency.

When submitting information to the DEA, you must:

1.

Advise the DEA that you are Servicing the Mortgage for us

2.

Disclose to the DEA the name, telephone number and mailing address of your contact with us (see Directory 5)
3.

Forward the information to any other applicable federal or local law enforcement agency as the DEA may request

All reporting to the DEA and/or to us must be in writing unless an emergency warrants reporting by telephone. You must also report all developments after the initial contact to us (see Directory 5) via Form 105 within three Business Days of any such development.



	(b)
	Property inspection
You must order a property inspection according to the requirements contained in Section 64.7, within three Business Days of receiving unsolicited information regarding a possible connection or observation of alleged or suspected drug transactions in connection with the property, unless inspecting the property would expose you or your staff to potential harm or liability. You must submit a copy of the inspection report with a Form 105 to us (see Directory 5) within three Business Days of your receipt of the report.


67.23: Requested disclosure of preseizure information (04/25/06)
You must cooperate with all law enforcement agencies to the extent that applicable law allows. If the DEA or another law enforcement agency requests information about the Borrower, the Mortgage or the property, or requests that you take certain actions (whether or not in response to a voluntary unsolicited disclosure of information by you as provided in Section 67.21), you must determine if:

	1.
	The request complies with the provisions of applicable law including, but not limited to, the RFPA


	2.
	Your compliance with the request is allowed under applicable law


	3.
	Your compliance with the request would expose you or your staff to potential harm and/or liability



	(a)
	Reporting requirements
Within three Business Days of receiving the DEA's or other law enforcement agency's request, you must report the request to us (see Directory 5) by submitting Form 105, Multipurpose Loan Servicing Transmittal, reporting the request with a copy of your response to the agency and any other information you submitted. You must also report to us (see Directory 5) via Form 105 all developments after the initial contact, within five Business Days of any such development.

When submitting information to the DEA or another law enforcement agency, you must:

1.

Advise the agency that you are Servicing the Mortgage for us

2.

Disclose to the agency the name, telephone number and mailing address of your contact with us (see Directory 5)
3.

Forward the information to any other applicable federal or local law enforcement agency as may be requested by the law enforcement agency making the request

All reporting to the DEA and/or to us must be in writing unless an emergency warrants reporting by telephone. You must also report all developments after the initial contact to us (see Directory 5) via Form 105 within three Business Days of any such development.



	(b)
	Property inspection
You must order a property inspection according to the requirements contained in Chapter 64, within three Business Days of receiving a request from a law enforcement agency, unless inspecting the property would expose you or your staff to potential harm or liability. You must submit a copy of the inspection report with a Form 105 to us (see Directory 5) within three Business Days of your receipt of the report.


67.24: Government notice of property seizure to you (04/25/06)
When you receive notice that a law enforcement agency has seized and/or intends to initiate forfeiture proceedings against the property, you must comply with the procedures detailed below.

	(a)
	Reporting to us
You must immediately report the notice of seizure and/or intent to forfeit to us by telephone at (800) FREDDIE. Within two Business Days of receiving the notice, you must forward such notice to us (see Directory 5) by overnight mail. With the notice, you must submit all of the following:

1.

A completed Form 105, Multipurpose Loan Servicing Transmittal, that supplies the following information related to the Mortgage:

•
Mortgage status (current, delinquent or in foreclosure)

•
Unpaid principal balance (UPB), interest and per diem interest amount

•
Any other outstanding amounts

•
Any other information regarding the Borrower or the property that you deem relevant to the law enforcement agency's action

2.

A copy of the Note and any modifying instrument

3.

A copy of the Security Instrument with applicable recording information

4.

A copy of all assignments of the Security Instrument with applicable recording information relating to the property

5.

Such other documents and information as we may request

Upon receiving the required documents from you, we will forward such documents to our Legal Division which will assume responsibility for representing us and you, where applicable, in the forfeiture proceedings. Where warranted, you will receive appropriate instructions from us.

If the Mortgage is delinquent, you must report to us via an EDR transmission within the first three Business Days of the month following the month that the law enforcement agency seized the property unless the Mortgage was current. If the Mortgage is current and a law enforcement agency seized the property, you may, but are not required to report the event in the EDR transmission. Use default action code 24 (Government seizure), and provide the date that the seizure occurred. For additional information about EDR, refer to Section 64.10.



	(b)
	Reporting to FHA, RHS, VA or MI
You must report the seizure and our role in seeking relief from forfeiture to the FHA, RHS, VA or MI, as applicable, and relay any response to us (see Directory 5) by submitting a Form 105 within three Business Days of receiving the response. You must include with Form 105, a copy of any instructions issued by the FHA, RHS, VA or MI as a result of your report and, unless otherwise instructed by us, must comply with such instructions.



	(c)
	Property inspection
You must order a property inspection on the property according to the requirements contained in Chapter 64, within three Business Days of receiving a notice of property seizure from a law enforcement agency, unless inspecting the property would expose you or your staff to potential harm or liability. You must submit a copy of the inspection report with a Form 105 to us (see Directory 5) within three Business Days of your receipt of the report.


67.25: Government notice of property seizure to us (04/25/06)
If we receive a notice of seizure and/or intent to forfeit, we will notify you as soon as possible. Within two Business Days of our notification to you, or sooner if requested, you must submit to us (see Directory 5) all of the documents and information cited in Section 67.24 and comply with all other requirements of that section.

67.26: Reimbursement of expenses related to property seizures (04/25/06)
We will reimburse you for allowable expenses listed in Exhibit 57A, Approved Attorney Fees and Title Expenses, that you incur to comply with our requirements regarding property seizure only if the expenses are not legally collectible from the Borrower.

You must obtain our written approval prior to incurring expenses that are not listed, or that exceed our expense limits, in Exhibit 57A by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5). If unusual or emergency circumstances do not allow you to request our prior approval either by submitting the Form 105 or by calling us, then you must notify us (see Directory 5) by the next Business Day after you incurred the expense. If your determination to incur the expense was reasonable, we will reimburse you for the expense.

67.27: Servicing Mortgages on distressed properties (04/17/08)
You are responsible for acting without delay, and in an efficient and responsible manner to protect both your interests and ours when you become aware of a distressed property.

A distressed property is real property that has sustained significant physical deterioration or whose value has been significantly affected by physical deterioration. A distressed property is one that:

	•
	Requires substantial repairs, or


	•
	Has been condemned by a local authority, or


	•
	Poses a Risk of Property Ownership to us


Even if the owner has abandoned the property, you must report all Mortgages on distressed properties that are 30 or more days delinquent to us via an EDR transmission within the first three Business Days of the month following the month in which you identified the problem using default reason code 011 (Property problem) and the applicable occupancy code.

You must report all Mortgages with a Risk of Property Ownership, even if the Mortgage is not delinquent, by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within three Business Days of identifying the risk. You must include a copy of the property inspection report and any other information pertaining to the Risk of Property Ownership. You must conduct a search of the records of the local code authority to determine if there are any outstanding health or safety violations filed against either the Borrower or the property. If you discover any code violations, you must report them to us (see Directory 5) by submitting Form 105 within three Business Days of identifying the violation.

If a property is distressed you must:

	1.
	Maintain a record of when the condition was discovered and take all necessary actions to protect the property from waste, damage and vandalism and prevent any loss


	2.
	Inspect the property monthly until the condition is resolved


	3.
	Ensure that property insurance coverage is maintained. This includes taking all actions required in the mortgage clause of all applicable property insurance policies, including, but not limited to, providing all notices to the insurer required under such clause, in order to preserve the coverage and its maximum benefits for you and/or Freddie Mac, as mortgagee.


	4.
	File a claim with the applicable property insurer on our behalf if the property is damaged and the Borrower has not filed a claim


	5.
	Comply with the requirements of the VA, RHS, FHA or MI, if applicable


You must obtain our prior written approval by submitting Form 105 to us (see Directory 5) before incurring expenses that exceed the limits contained in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts. When a delay in taking protective action may result in impairment of the property, you must call us (see Directory 5) for immediate approval. If unusual or emergency circumstances do not allow you to request our prior approval either by submitting the Form 105 or by calling us, then you must notify us (see Directory 5) by the next Business Day after you incurred the expense. If your determination to incur the expense was reasonable, we will reimburse you for the expense.

You must obtain our prior written approval to initiate foreclosure of a Mortgage on a distressed property as required in Section 66.12.

For a Second Mortgage/HIL, you must immediately contact all superior lienholders to determine their intentions.

67.28: Servicing Mortgages on abandoned properties (04/17/08)
You are responsible for acting without delay and in an efficient and responsible manner to protect both your interests and ours when you become aware of an abandoned property.

An abandoned property is real property to which the owner has voluntarily and intentionally relinquished ownership, possession, claim and control, or real property defined as abandoned property by applicable laws. Including vacancy, other conditions that may lead to abandonment include waste, deterioration, lack of utilities or Delinquency.

You must report all Mortgages on abandoned properties that are 30 or more days delinquent to us via an EDR transmission within the first three Business Days of the month following the month you determined the property is abandoned, using default reason code 008 (Abandonment of property) and occupancy code 01.

You must determine if the Borrower has, in fact, abandoned the property and take the following actions:

	1.
	Attempt to locate the Borrower and determine the reason for abandonment


	2.
	Take all necessary actions to protect the property from waste, damage and vandalism, including the continuation of utility services where necessary


	3.
	Maintain accurate reports of any of these conditions, detailing actions to prevent losses


	4.
	Ensure that property insurance is maintained. This includes taking all actions required in the mortgage clause of all applicable property insurance policies, including, but not limited to, providing all notices to the insurer required under such clause, in order to preserve the coverage and its maximum benefits for you and/or Freddie Mac, as mortgagee. If the property is damaged, file a claim with the applicable property insurance company


	5.
	Inspect the property monthly


	6.
	Comply with the requirements of the VA, FHA, RHS or MI, if applicable


	7.
	Initiate foreclosure proceedings if the Mortgage payments are delinquent


	8.
	Provide to the Internal Revenue Service (IRS) and the Borrower, IRS Form 1099-A, Acquisition or Abandonment of Secured Property, as required under Section 6050J of the Internal Revenue Code (For IRS filing requirements see Section 55.3)


You must obtain our prior written approval by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) before incurring expenses that exceed the limits contained in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts. When a delay in taking protective action may result in impairment of the property, you must call us (see Directory 5) for immediate approval. If the circumstance of incurring the expense is such that you cannot get our prior approval either by submitting the Form 105 or calling us, then you must notify us (see Directory 5) by the next Business Day after you incurred the expense. If your determination to incur the expense was reasonable, we will reimburse you for the expense.

For a Second Mortgage/HIL, you must immediately contact all superior lienholders to determine their intentions.

67.29: Servicing Mortgages on properties affected by a disaster (08/21/06)
This section has been deleted.
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Chapter 68:  Servicing Mortgages Impacted by a Disaster

68.1: Introduction (08/21/06)
This chapter provides Servicers with our requirements for Servicing Mortgages when a property securing a Mortgage serviced for us is located in a county, parish or municipality that has been declared by the President of the United States to be a Major Disaster Area where federal aid in the form of individual assistance is being made available.

A disaster may be a natural disaster (e.g., an earthquake. flood or hurricane) or a man-made disaster (e.g. a civil disturbance) that adversely affects a geographical area encompassing properties that secure our Mortgages or Borrowers' places of employment.

Servicing Mortgages secured by property located in a disaster area includes activities related to property insurance as well as property protection, collection and foreclosure activities.
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68.2: Process flow (08/21/06)
This chapter establishes our processes and requirements for managing properties located in a disaster area. Servicing and responding to such matters occurs in the part of the Mortgage Servicing cycle represented by the second large box ("Process for all Mortgages that are delinquent or in default") in the following process flow:
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68.3: General requirements (08/21/06)
Servicers must assist all Borrowers affected by a disaster in a way that best protects Freddie Mac's interests and complies with all applicable laws and regulations.

68.4: Property protection activities (08/21/06)
In the event of a disaster impacting Mortgages serviced for Freddie Mac, a Servicer must:

	•
	Ascertain the number of such Mortgages


	•
	Determine the extent of the damage to or losses suffered by the properties securing such Mortgages


	•
	Secure abandoned properties if the properties have not sustained significant or total damage


	•
	Provide assistance to the Borrower regarding options for local, State or federal disaster assistance


	•
	Monitor and coordinate the insurance claim process and the progress of repairs in accordance with Section 58.10


If a Servicer determines that the disaster has affected a Mortgaged Premises where there is a risk of ownership to us, the Servicer must notify Freddie Mac (see Directory 5) via Form 105, Multipurpose Loan Servicing Transmittal, within five Business Days of learning of the situation.

Refer to Section 67.27, Servicing Mortgages on distressed properties, for additional requirements on properties that become distressed.

68.5: Collection and foreclosure activities (08/21/06)
Collection, foreclosure and eviction proceedings may be suspended at the Servicer's discretion for up to 12 months from the date a disaster strikes, based on the relative merits of each case. When applicable, such a suspension of Servicing action must be pre-approved by the Mortgage Insurer (MI), Federal Housing Administration (FHA), Rural Housing Service (RHS) or U.S. Department of Veterans Affairs (VA) to avoid jeopardizing benefits of any applicable insurance or guaranty.

In making such a determination, a Servicer should:

	•
	Evaluate the effects of the disaster on the delinquency status of a Mortgage. Before considering a Borrower for relief or a workout option, you must first require the Borrower to file any applicable insurance claims and to apply for local, State or federal disaster assistance


	•
	Assist the Borrower by providing counseling and offering any appropriate repayment plan as provided under Sections A65.14 through A65.25.1 and as coordinated with the benefits of property insurance and/or disaster assistance


	•
	Determine if foreclosure is the only option and then commence foreclosure in accordance with Chapter 66
Relevant factors to consider in determining whether to suspend collection, foreclosure or eviction activity include the degree to which the disaster has:

•
Reduced the Borrower's income or ability to pay his or her Mortgage

•
Increased the Borrower's living expenses

•
Caused damage to the property

•
Affected the Delinquency status of the Mortgage

•
Limited the availability of alternative housing




Servicers should reassess each impacted Mortgage on a regular basis during the forbearance or suspension period to determine if forbearance or suspension should continue to be extended up to a total of 12 months.

At the end of the suspension period, Servicers must reassess the individual Borrower's circumstances, based on updated property inspections and Borrower financial information, to determine if forbearance in the form of a suspension or reduction of payments should be extended or whether the Servicer should initiate or resume collection, foreclosure or eviction proceedings.

If the Servicer believes forbearance beyond a total of 12 months is warranted, the Servicer should make that recommendation to Freddie Mac for consideration (see Directory 5).

Servicers may also use existing workout options to reinstate Borrowers ready to resume Mortgage responsibilities (See Chapters A65 and B65).

Servicers must not assess late charges as long as the Borrower is on a forbearance plan or paying as agreed on a repayment plan.

A Borrower to whom forbearance or a repayment plan is extended because of disaster-related circumstances must not be reported to credit repositories.

If there is a risk of ownership to Freddie Mac even if the Mortgage is not delinquent, then the Servicer must obtain our approval before initiating or resuming foreclosure by submitting the recommendation by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5) within three Business days of identifying the risk.

Refer to Section 67.27, Servicing Mortgages on distressed properties, for additional requirements in situations where a property impacted by a disaster becomes distressed.

68.6: Reporting to Freddie Mac (08/21/06)
Servicers must report all Mortgages affected by a disaster that are 30 or more days delinquent to Freddie Mac via an Electronic Default Reporting (EDR) transmission within the first three Business Days of the month following the month the Servicer learned of the disaster using default action reason code 019 (casualty loss).

A Servicer must report all Mortgages that are subject to a repayment plan or a short or long-term forbearance plan resulting from disaster-caused involuntary inability to pay via an EDR transmission using default code 09 (forbearance or repayment plan) within the first three Business Days of the month following the month that the plan was entered into. The Servicer must continue to report that the Mortgage is under the plan until the Mortgage is fully reinstated or the plan ends. Refer to Chapter A65 for more details.

68.7: Disaster affects a Servicer's operations (06/17/08)
Contents of this section have been moved to Section 51.1.
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Chapter 69: Reserved
{Chapter 69 is reserved.}
PAGE  
272

