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

Chapter 70:  REO

70.1: Introduction (12/16/02)
Once we have acquired a property as a Real Estate Owned (REO), you must assist us with the disposition of the REO. This chapter details our Servicing requirements for assisting us with the disposition of the REO.

70.2: REO process (12/16/02)
You will find the requirements necessary to process the REO in this chapter. Assisting us with the disposition of the REO occurs in the part of the Mortgage Servicing cycle represented in the sixth box in the following process flow. This process flow gives you a general overview of the process for Servicing the REO.
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70.4: General requirements (10/20/08)
You are responsible for protecting our interest in an REO property until you receive notification from the real estate broker in the form of a Property Condition Certificate (PCC) as provided in Section 70.12. Until receipt of this notification, your responsibilities include, but are not limited to, the following:

	1.
	Ensuring the property is secured including locked doors and windows to avoid potential vandalism, trespassing and/or injury to individuals


	2.
	Maintaining the property by performing monthly on-site property inspections to monitor condition and occupancy, reporting to us any potential vandalism and claimable property damage and winterizing the property, as needed


	3.
	Making advances to superior lienholders (when applicable)


Once you have notified us that we have acquired the property as an REO (see Section 66.56), and have taken possession of the REO, and you have received the PCC, we will assume the responsibility for marketing, inspecting, maintaining, securing and rehabilitating the REO unless we notify you otherwise.

You will be responsible for the following activities pending the sale of the REO by us, the MI, FHA, RHS or VA:

	1.
	Filing and concluding FHA, RHS and VA claims, if applicable. (We will file MI claims.)


	2.
	Filing and concluding property insurance claims, if applicable, and canceling the existing property insurance policies upon receipt of the PCC, and applying for premium refunds, in accordance with Section 70.16. We may instruct you to maintain property insurance (even if the property is vacant and has no claimable damage). If we make this request, you must continue the insurance coverage until we notify you that we have sold the REO.


	3.
	Paying and maintaining as current taxes, special assessments, homeowners association (HOA) dues and condominium assessments and for leasehold estates, all payments required under the lease. You are also responsible for paying all utility bills incurred on an REO property after the REO acquisition date until you receive the PCC.


	4.
	Referring all inquires and offers regarding purchase of the REO to us (see Directory 6) within one Business Day of the inquiry or offer


	5.
	Evicting occupants when we direct you to do so


	6.
	Fulfilling all requests we make, including attorney selection. If you require the assistance of an attorney in fulfilling any of the obligations set forth in this chapter, you must use an attorney who meets the criteria in Section 53.1.1.


	7.
	During the REO holding period, keeping abreast of the status of the REO and obtaining information via REO Manager at http://www.freddiemac.com/singlefamily/service/tools.html. You may also obtain information from the real estate broker who provided you with the PCC. If a PCC was not provided, contact (800) FREDDIE to obtain this information. We will not send you a written notice of the sale of the REO.


70.5: FHA/RHS/VA claim filing (04/01/07)
After a foreclosure sale on a Mortgage that is insured by the Federal Housing Administration of the Department of Housing and Urban Development (FHA) or guaranteed by the Rural Housing Service (RHS) or the Department of Veterans Affairs (VA), you must process the claim for FHA or RHS insurance or VA guaranty benefits within the agency's established timeframes and according to the agency's requirements to ensure that you receive the maximum claim payment amount.

When you submit a claim for benefits to the FHA, RHS or VA, you must forward a copy of the claim to us (see Directory 5) and include the Freddie Mac loan number on the copy. If you receive any communication or requests for information from them regarding the claim, you must send a copy of the correspondence to us (see Directory 5) and include a copy of any response you make.

	(a)
	FHA claim filing
For Mortgages Purchased in Whole and Mortgages Purchased in Part, you must file the claim to ensure that payment is made directly to you.



	(b)
	VA claim filing
For Mortgages Purchased in Whole and Mortgages Purchased in Part, you must file the claim to ensure that payment is made directly to you.



	(c)
	RHS claim filing
You must submit the claim in our name so payment is made directly to us (see Directory 6), whether the Mortgage is a Mortgage Purchased in Whole or in Part.


70.6: Remitting our share of claim payments to us (04/01/07)
This section has been deleted.

70.7: Mortgage insurance claim filing (02/17/06)
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. You must file all mortgage insurance claims on FHA, VA and RHS Mortgages.

70.8: Offers to purchase the property with a pending mortgage insurance claim (02/17/06)
A Servicer that receives an offer to purchase an REO property must contact its Freddie Mac REO claim specialist within 24 hours of receiving the offer.

70.9: Receipt of claim payment (04/25/06)
If you receive a claim payment intended for us, you must send the funds to us (see Directory 6) within 10 Business Days after you receive them. You must also include all supporting documentation relating to the claim payment received from the MI, including a copy of the claim payment check.

70.10: Reduced, suspended or denied claims (04/25/06)
If the claim payment amount is reduced, suspended or denied by the MI due to your failure to perform one or more of the duties required by the MI (such as, failing to file the Notice of Default as required), then we will bill you for the difference between the full claim amount and the actual payment to us. You must remit the funds to us (see Directory 6) within 10 days of the date on the letter we send you requesting payment. We may also require you to indemnify us for any loss we incur or require that you repurchase the REO in accordance with Chapter 72.

70.11: Remittance of claim payments (12/16/02)
When we receive the claim payment from the MI, we will remit any portion of the proceeds due to you, less any outstanding amounts due to us from you.

70.12: Introduction (02/17/06)
In this part of the chapter, we specify our requirements for submitting documentation and reporting information to us during the REO holding period.

Once we receive notification from you that we have acquired the REO, we will order a Property Condition Certificate (PCC) from one of our approved real estate brokers. The real estate broker will forward a copy of the completed PCC directly to you. You will use this PCC throughout the REO disposition process. If the occupancy status of the REO changes from occupied to vacant, you will receive an updated PCC from our approved real estate broker.

70.13: Required REO documentation and reporting (04/25/06)
You must report the Mortgage status as REO using the Foreclosure Sale/DIL Transmission via MIDANET® no later than the Business Day immediately following the date of the foreclosure sale. Refer to Section 66.56.

You must submit to us (see Directory 6) any information we request from the Mortgage file within 15 Business Days of the date of our request. Refer to Section 52.3 for our record retention requirements for Mortgage files on foreclosed Mortgages.

70.14: Notifying the taxing authority/HOA (04/25/06)
Within 30 days of our obtaining clear and marketable title to the REO, you must notify the taxing authority and homeowners association (HOA), if applicable, of our ownership of the property.

When you contact these organizations, you must have the REO titled as follows:

	
	Federal Home Loan Mortgage Corporation
c/o (Servicer's name)
(Servicer's street address)
(Servicer's city, state and zip code)


Important: You are responsible for paying the real estate taxes, condominium assessments and HOA dues and for leasehold estates, all payments required under the lease, as they become due after the foreclosure. You must continue paying these items until we notify you that we have sold the REO. See Section 59.1 for more details regarding payment of taxes.

There are special requirements for REO located in California. California taxing authorities re-assess properties for supplemental taxes from the foreclosure sale date to the sale date of the REO. Also, taxing authorities often generate a supplemental tax statement long after the REO sale date. Therefore, when we notify you that we have sold the REO, you must notify the taxing authority in writing to send any supplemental tax bills to us (see Directory 6). You must also send us (see Directory 6) a copy of the letter you send to the taxing authority.

70.15: Introduction (12/16/02)
In this part of the chapter we specify our requirements for protecting the REO and our ownership rights once we have acquired the REO.

70.16: Property insurance (10/20/08)
You must maintain or cancel the existing property insurance policy according to the requirements in Section 70.16(a). Additionally, you must assist in the filing of a property insurance claim, when applicable, according to requirements in Section 70.16(b).

	(a)
	Maintaining or canceling property insurance
You must take 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. You must cancel such policies within 14 days after the property has been inspected and is vacant, even if there is claimable damage to the property. You will be notified that the property has been inspected and is vacant via the Property Condition Certificate (PCC). In the event you do not receive a PCC within five Business Days after REO acquisition, you must check the status via REO Manager at http://www.freddiemac.com/singlefamily/service/tools.html, or you can call (800) FREDDIE.

If the REO is located in a State in which the Borrower may be permitted to redeem the property, you must wait to cancel the insurance until the redemption period has expired and you have received a PCC from the broker indicating the occupancy status.



	(b)
	Filing claims
A property recovery firm will handle the insurance claim filing process on our behalf. You must provide that firm with the necessary information to file and process the claim within three Business Days of their request for such information.



	(c)
	Obtaining a refund for the unearned insurance premiums
After you cancel the policy, you must submit a request for the unearned portion of the insurance premium to the insurance company for any premium that you paid on behalf of the Borrower, if applicable. You must offset any refund you receive from the insurance company against funds you request via your final Form 104SF, Statement of Loan, Workout and REO Expenses and Income.


70.17: Canceling utilities (06/22/07)
You must wait to receive the Property Condition Certificate (PCC) as your notification that the utilities have been transferred to us. Once the real estate broker has sent you the PCC, you can obtain reimbursement for any utility bills you paid that we approved in advance or you incurred from foreclosure sale through the date you receive the PCC.

70.18: Condominium/HOA and PUD fees and ground rent (12/16/02)
If the REO is located in a Condominium Project or Planned Unit Development (PUD) and/or is a leasehold estate, you must pay the assessment fees of the condominium, HOA or PUD, and for leasehold estates, make all required payments under the lease, during the REO holding period. We will reimburse your proportionate share for the fees after the sale of the REO, as specified in Section 71.13.

70.19: Eviction requirements (12/15/06)
We will conduct the eviction proceedings if the property is occupied. If we request information or documentation from you pertaining to the eviction, then you must provide the information or documentation to us within the requested timeframes.

If we direct you to evict the occupant(s), you must engage counsel experienced in conducting evictions in the area of the REO's location. Your actions to vacate the REO are determined by the circumstances of the case, applicable law concerning evictions and instructions from us. You must comply with all applicable laws when evicting an occupant from the REO. You must monitor the attorney's progress to ensure he or she completes the eviction within our required timeframes. Refer to Section 53.1.1 for our eligibility requirements for eviction attorneys.

During the redemption period (if the REO is occupied) and until the occupants have been evicted, you must continue to conduct monthly inspections of the property and forward copies of the monthly inspection reports to us (see Directory 6). Refer to Chapter 65 for specific requirements relating to property inspections.

Unless required by applicable law, we will not authorize hiring a moving company to store an occupant's personal belongings. You must obtain our written approval in this instance by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 6). Any personal belongings left at the property after the eviction must remain there. You must give the occupants 30 days' written notice to remove their belongings, unless required otherwise by law.

70.20: Reimbursement of expenses incurred (7/1/05)
For an REO not acquired by a third-party at the foreclosure sale, or for legal expenses not legally collectible from the third-party purchaser, we will reimburse you for reasonable expenses incurred in accordance with the provisions in Chapter 71, Exhibit 57A, Approved Attorney Fees and Title Expenses, and/or those approved by us during the foreclosure process.

70.21: Final settlement between you and us (04/25/06)
After we have received all proceeds from the sale of the REO and you have submitted all claims for reimbursement to us (see Directory 6), we will calculate and complete the final settlement of foreclosure expenses between you and us.

We will bill you for your proportionate share of any expenses we have advanced during the REO holding period if we are not able to recover them from your share of the proceeds. Otherwise, we will net these expenses against your proportionate share of the sale proceeds and we will send the balance of your share to you. We will also collect any fees, charges or other amounts you owe us with this settlement.
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