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Expense Reimbursement
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‘We make home possible




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

Chapter 71:  Expense Reimbursement

71.1: Introduction (7/1/05)
This chapter provides you with our philosophy, expectations, guidelines and general requirements for requesting and obtaining reimbursement from us for expenses you incurred but could not collect from a Borrower. We expect you to obtain reimbursement of these expenses and costs directly from the Borrower whenever legally permissible.

There are, however, expenses that the Security Instrument and/or federal, State and local law prohibit you from collecting from the Borrower. To receive reimbursement of these expenses from us, you must submit Form 104SF, Statement of Loan, Workout and REO Expenses and Income, in accordance with the conditions and requirements in this chapter and subject to the Exhibit 57A, Approved Attorney Fees and Title Expenses. We will reimburse you for these expenses unless:

	1.
	We consider the expenses to be your standard operating costs, or


	2.
	You have not obtained our prior approval for exceeding our established expense limits


71.2: Reimbursement process (08/01/97)
In this chapter you will find the requirements necessary for completing and submitting a request for reimbursement of expenses. Requests for reimbursement of expenses occur in the fourth, fifth and sixth boxes in the following process flow. This process gives you an overview of when, and under what circumstances, reimbursable expenses occur.
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71.3: Chapter contents (08/01/97)
Changes to these requirements have been announced and will become effective on 03/01/09.
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	Filing Form 104SF, Statement of Loan, Workout and REO Expenses and Income[image: image7.png]
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71.3: Chapter contents (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
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71.4: General requirements (02/23/07)
Changes to these requirements have been announced and will become effective on 03/01/09.
The expense reimbursement process is governed by the requirements in this chapter and the following:

	1.
	The terms and conditions of the Mortgage documents


	2.
	Applicable law


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


If you were required to use our designated counsel and did not, we will not reimburse you for any foreclosure expenses (in addition to any other noncompliance penalties imposed). If you use designated counsel, submit the Form 104DC, Designated Counsel/Trustee, (via paper or online) completed by the designated counsel, separately from your initial Form 104SF, Statement of Loan, Workout and REO Expenses and Income. When using our designated counsel, we require only the Form 104DC as supporting documentation for their attorney fees and expenses.

71.4: General requirements (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
Except as set forth below in this section, Servicers must submit Form 104SF, Statement of Loan, Workout and REO Expenses and Income, and Form 104DC, Designated Counsel/Trustee, expense reimbursement requests electronically through the Online Reimbursement System available at http://www.freddiemac.com/singlefamily/service/tools.html.

Servicers must deliver a completed and executed paper Form 104SF or Form 104DC, as applicable, to the address indicated on the form for:

	•
	Expense reimbursement requests for FHA Mortgages, VA Mortgages and RHS guaranteed Mortgages


	•
	Resubmissions of expenses we adjusted or denied on a previous claim submission 


	•
	Expense reimbursement requests for Mortgages secured by properties sold to a third party for less than total debt


Unless stated otherwise, references to the Form 104SF and Form 104DC apply to both those forms we require you to submit electronically and those forms we require you to deliver via paper.

The expense reimbursement process is governed by the requirements in this chapter and the following:

	1.
	The terms and conditions of the Mortgage documents


	2.
	Applicable law


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


71.5: Approval authority (7/1/05)
We require that you obtain approval from us by submitting Form 105, Multipurpose Loan Servicing Transmittal, before incurring expenses that are not reimbursable or exceed the expense limits established in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts. The fees and expenses for our designated counsel or trustee may be different than the allowable fees stated in Exhibit 57A, Approved Attorney Fees and Title Expenses. You must pay the amount billed by the designated counsel or trustee.

71.6: Our rights (10/19/07)
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 must be collected from the Borrower (unless prohibited by applicable law). You are prohibited from charging the Borrower for any costs or fees that you have not incurred and you must not charge the Borrower any reinstatement or relief fees that are not allowed by applicable law or the Purchase Documents. If applicable law prohibits reimbursement from the Borrower, we will share the expenses with you in proportion to our interest in the Mortgage.

The amount of reimbursement you request must be offset by any positive Escrow balance.

We reserve the right to net from a future expense reimbursement request, any amount you owe us and have not remitted to us from a previous submission in the expense reimbursement process.

We may deny your request for reimbursement of expenses if we do not receive your Form 104SF, Statement of Loan, Workout and REO Expenses and Income, within our established time frames. We explain our time frame requirements in more detail in Section 71.7.

We will not reimburse you for expenses incurred on Mortgages pending repurchase. When we require you to repurchase our interest in a Mortgage in accordance with Chapter 72, our calculation of the repurchase price will include all amounts known to us as of the repurchase notification date. We will bill you for expenses and/or losses incurred or discovered after the repurchase notification date and/or the date of our receipt of the repurchase proceeds from you.

We will reimburse you for additional expenses that appear on the claim forms submitted to the Rural Housing Service (RHS) only if we receive these funds in the claim proceeds. Expenses submitted on the final Form 104SF will not be reimbursed until we have received the RHS claim proceeds.

71.7: Form 104SF types and time frames (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
You must comply with the requirements of this chapter to obtain reimbursement for expenses. Expense reimbursement may occur after the completion of either a non-REO action, or in the case of REO, acquisition of the REO and completion of the REO sale on a particular Mortgage. Each of these claim submissions has differing submission types and time frames. Sections 71.7(a) and 71.7(b) provide a summary of the requirements for each claim submission type and highlight key non-REO and REO events.

Servicing Note:
If the Borrower is delinquent and files for bankruptcy protection and a reorganization plan is entered into, we will not reimburse you for your expenses. You must seek reimbursement for your allowable expenses through the Borrower's bankruptcy plan.

If the Borrower breaches the bankruptcy plan, you must not submit your Form 104SF until the final non-REO event occurs (such as a workout) or after we acquire the property at foreclosure (REO event).

	(a)
	Non-REO Expenses
Usually you only need to submit one Form 104SF for a non-REO claim submission and we refer to that Form 104SF as the "final" Form 104SF. Any additional claim submissions are referred to as "supplemental" Forms 104SF. Refer to Sections 71.12 through 71.18 for detailed descriptions of non-REO related expenses. Non-REO expenses may include, but are not limited to, costs associated with one of the following:

1.

Workout settlements (short payoffs and deeds in lieu of foreclosure)

2.

Full reinstatements (only for Mortgages in foreclosure)

3.

Bankruptcy completion on a current Mortgage (after final court action while the loan remains current)

4.

Other expenses, preapproved by us, deemed reimbursable upon receipt from you

5.

Purchase of a property by a third party at foreclosure sale (after our approval of the deficiency charge-off amount)

6.

Mortgages guaranteed by the Rural Housing Service (RHS)

In addition, the following table outlines the specific Form 104SF types and time frames for submission of non-REO expenses:
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Filed to request reimbursement of expenses that you incurred[image: image19.png]


 

Must be received within 30 days after completion of a non-REO workout activity or event (as noted in Section 71.7(a))[image: image20.png]


 

Supplemental Form 104SF
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Filed after the final Form 104SF to request reimbursement of an expense omitted from the final; usually a delayed invoice[image: image22.png]


 

Must be received by us no later than 60 days from completion of the non-REO event or activity (as noted in Section 71.7(a))[image: image23.png]


 

Expenses we adjusted or denied on a previous claim submission (for example, expense adjustments you are correcting or contesting)[image: image24.png]


 

Must be received by us via a hard copy Form 104SF within 10 days of the final Form 104SF due date.[image: image25.png]


 




	(b)
	REO Expenses
We consider a property an "REO" upon our acquisition of the property.

The table below outlines the purposes of the types of Form 104SF that you typically file for reimbursement of pre- and post-acquisition expenses. The table also outlines the specific time frames for submission of REO expenses.
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Initial Form 104SF
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Filed to request reimbursement of expenses incurred up to and including the acquisition date[image: image30.png]


 

Must be received by us within 30 days of the acquisition date (the acquisition date is the foreclosure sale date, date of the expiration of the redemption period and/or confirmation/ratification date whichever occurs last)[image: image31.png]
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Expenses we adjusted or denied on a previous claim submission (for example, expense adjustments you are correcting or contesting)[image: image33.png]


 

Must be received by us via a hard copy Form 104SF within 10 days of the initial Form 104SF due date[image: image34.png]


 

Final Form 104SF

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

Filed to request reimbursement of allowable expenses incurred after the acquisition date[image: image36.png]


 

May be submitted any time, as necessary, after the acquisition date, but must be submitted no later than 60 days after the settlement of the sale of the REO[image: image37.png]


 

During the REO holding period you must keep abreast of the status of the REO and obtain 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 Property Condition Certificate (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.


71.7: Form 104SF types and time frames (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
You must comply with the requirements of this chapter to obtain reimbursement for expenses. Expense reimbursement may occur after the completion of either a non-REO action, or in the case of REO, acquisition of the REO and completion of the REO sale on a particular Mortgage. Each of these claim submissions has differing submission types and time frames. Sections 71.7(a) and 71.7(b) provide a summary of the requirements for each claim submission type and highlight key non-REO and REO events.

Servicing Note:
If the Borrower is delinquent and files for bankruptcy protection and a reorganization plan is entered into, we will not reimburse you for your expenses. You must seek reimbursement for your allowable expenses through the Borrower's bankruptcy plan.

If the Borrower breaches the bankruptcy plan, you must not submit your Form 104SF, Statement of Loan, Workout and REO Expenses and Income, until the final non-REO event occurs (such as a workout) or after we acquire the property at foreclosure (REO event).

	(a)
	Non-REO Expenses
Usually you only need to submit one Form 104SF for a non-REO claim submission and we refer to that Form 104SF as the "final" Form 104SF. Any additional claim submissions are referred to as "supplemental" Forms 104SF. Refer to Sections 71.12 through 71.18 for detailed descriptions of non-REO related expenses. Non-REO expenses may include, but are not limited to, costs associated with one of the following:

1.

Workout settlements (short payoffs and deeds in lieu of foreclosure)

2.

Full reinstatements (only for Mortgages in foreclosure)

3.

Bankruptcy completion on a current Mortgage (after final court action while the loan remains current)

4.

Other expenses, preapproved by us, deemed reimbursable upon receipt from you

5.

Purchase of a property by a third party at foreclosure sale (after our approval of the deficiency charge-off amount)

6.

Mortgages guaranteed by the Rural Housing Service (RHS)

7.

Title and in-house credit reports related to rejected workouts

In addition, the following table outlines the specific Form 104SF types and time frames for submission of non-REO expenses:

Type[image: image38.png]


 

Description[image: image39.png]


 

Time Frame[image: image40.png]


 

Final Form 104SF

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

Filed to request reimbursement of expenses that you incurred[image: image42.png]


 

Must be received within 30 days after completion of a non-REO workout activity or event (as noted in Section 71.7(a))[image: image43.png]


 

Supplemental Form 104SF
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Filed after the final Form 104SF to request reimbursement of an expense omitted from the final; usually a delayed invoice[image: image45.png]


 

Must be received by us no later than 60 days from completion of the non-REO event or activity (as noted in Section 71.7(a))[image: image46.png]


 

Expenses we adjusted or denied on a previous claim submission (for example, expense adjustments you are correcting or contesting)[image: image47.png]


 

Paper Form 104SF must be received by us within 10 days of the final Form 104SF due date.[image: image48.png]


 




	(b)
	REO Expenses
We consider a property an "REO" upon our acquisition of the property.

The table below outlines the purposes of the types of Form 104SF that you typically file for reimbursement of pre- and post-acquisition expenses. The table also outlines the specific time frames for submission of REO expenses.
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Initial Form 104SF
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Filed to request reimbursement of expenses incurred up to and including the acquisition date[image: image53.png]


 

Must be received by us within 30 days of the acquisition date (the acquisition date is the foreclosure sale date, date of the expiration of the redemption period and/or confirmation/ratification date whichever occurs last)[image: image54.png]
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Expenses we adjusted or denied on a previous claim submission (for example, expense adjustments you are correcting or contesting)[image: image56.png]


 

Paper Form 104SF must be received by us within 10 days of the initial Form 104SF due date[image: image57.png]
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Filed to request reimbursement of allowable expenses incurred after the acquisition date[image: image59.png]


 

May be submitted any time, as necessary, after the acquisition date, but must be submitted no later than 60 days after the settlement of the sale of the REO[image: image60.png]


 

During the REO holding period you must keep abreast of the status of the REO and obtain 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 Property Condition Certificate (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.


71.8: Overview of expenses: reimbursable and nonreimbursable (7/1/05)
We will reimburse you for reasonable expenses you incur in accordance with the provisions of this chapter and Exhibit 57A, Approved Attorney Fees and Title Expenses, and/or as specifically approved in advance by us during the delinquency, foreclosure or bankruptcy process and the period pending disposition of the REO for:

	1.
	Non-REO related actions (see Section 71.7(a))


	2.
	REO property acquired by us (see Section 71.7(b)), or


	3.
	Legal expenses not collectable from the third-party purchaser of the property


Expense reimbursement will always be in proportion to our Percentage of Participation in the Mortgage. You must not offset anticipated or received mortgage insurance claim payments, property insurance claim proceeds or sales proceeds against any expenses incurred.

71.9: Reimbursement of taxes (04/17/08)
You must administer all funds in the Borrower's Escrow account to pay expenses in accordance with the terms set forth in the Note, Security Instrument and State and local requirements. As explained in Section 59.1 and Section 66.29, you must maintain sufficient Escrows and/or verify timely payments of those taxes.

We will reimburse you for taxes if they were incurred and paid up to 12 months prior to the Due Date of Last Paid Installment (DDLPI) and through the Real Estate Owned (REO) sale date. If you advanced taxes as required in Section 59.1 and entered into a repayment plan for the taxes with the Borrower, and the Borrower breached the repayment plan during the repayment period, we will reimburse you for the taxes the Borrower did not pay if you provide us with documentation of:

	1.
	The repayment plan and the sequence of events


	2.
	Evidence that you initiated foreclosure as required in Section 59.1


We will reimburse you for the first tax penalty incurred on a non-escrowed Mortgage that goes to foreclosure on the condition that you have complied with the requirements of Section 59.1. We will not reimburse you for the interest or other charges accrued on delinquent taxes.

We will not reimburse you for any late fees, interest and penalties other than the first tax penalty on a non-escrowed Mortgage. The "first tax penalty" is the first penalty assessed for any tax, not the first penalty assessed on each type of tax. If you submit a Form 104SF, Statement of Loan, Workout and REO Expenses and Income, requesting reimbursement of real estate taxes and we paid the same taxes as part of the settlement costs when we sold the REO, we will not reimburse you for such taxes and we will send you an adjusted Form 104SF. You are responsible for obtaining a refund from the taxing authority for the taxes you paid.

In California, properties are reassessed for supplemental taxes from the foreclosure sale date to the sale date of the REO. A supplemental tax statement is often generated long after the REO sale date. Therefore, you must notify the taxing authority, in writing, when we inform you that we have sold the REO, that any supplemental tax bills must be sent to us (see Directory 6). You must also send us a copy of the letter you sent to the taxing authority.

71.10: Reimbursement of insurance premiums (10/19/07)
We will reimburse you for property insurance premiums if they were incurred and paid up to 12 months prior to the Due Date of Last Paid Installment (DDLPI).

After the DDLPI, the following insurance expenses are reimbursable in every jurisdiction:

	1.
	Mortgage insurance premiums are reimbursable if paid after the DDLPI and before the Real Estate Owned (REO) acquisition date. The acquisition date is the foreclosure sale date, the date of the expiration of the redemption period and/or the confirmation/ratification date, whichever occurs last.


	2.
	Property insurance premiums are reimbursable for a period up to 14 days after the final non-REO activity or up to 14 days after your receipt of a Property Condition Certification (PCC) from a broker indicating the property has been inspected and is vacant. Refer to Section 70.16 for additional information.


71.11: Reimbursement of liens (04/25/06)
If you have obtained our approval in advance by submitting Form 105, Multipurpose Loan Servicing Transmittal, to us (see Directory 5), we will reimburse you for priority liens.

71.12: Reimbursement of emergency property preservation expenses (04/25/06)
Changes to these requirements have been announced and will become effective on 03/01/09.
Preservation costs and all reasonable costs for utilities relating to emergency situations during the delinquency and foreclosure period are reimbursable, subject to the expense limits found in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts. Expenses in excess of the amounts in Exhibit 57 must be approved by us (see Directory 5) before you incur the additional expense. Once a property becomes REO and you receive the Property Condition Certificate (PCC) you are no longer responsible for expenses, therefore we will not reimburse you for preservation costs or utility bills incurred after that time. A PCC is a property report that we order from one of our approved real estate brokers after we acquire an REO. Refer to Section 70.17 for details.

Costs for repairs and replacements that are reimbursable include:

	1.
	Costs we have approved prior to your incurring them


	2.
	Costs that were incurred in an emergency situation to protect our interest in the property. We will reimburse you only if you notify us (see Directory 5) of the emergency on the same day or, if you are unable to so notify us, within one Business Day of the occurrence.


71.12: Reimbursement for property inspection and property 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 a portion of the cost of property inspections. Refer to Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts for more information.

In the case of abandoned properties, it may be necessary for you to incur certain property preservation expenses, such as the cost of utilities, to protect the property from waste, damage and vandalism. In such an event, we will reimburse you for our proportionate share of such costs 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). (Refer to Section 70.17 for details regarding the PCC.) Once a property becomes REO and you receive the PCC you are no longer responsible for expenses, therefore we will not reimburse you for preservation costs or utility bills incurred after that time. 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 may request reimbursement for these costs by completing Form 104SF, Statement of Loan, Workout and REO Expenses and Income.

Costs related to preservation that are reimbursable include:

	1.
	Those listed in Exhibit 57


	2.
	Costs we have approved prior to your incurring them


	3.
	Costs that were incurred in an emergency situation to protect our interest in the property. We will reimburse you only if you notify us (see Directory 5) of the emergency on the same day or, if you are unable to so notify us, within one Business Day of the occurrence.


71.13: Reimbursement of condominium, HOA and PUD fees, assessments and ground rent (06/17/08)
You must pay post-foreclosure condominium, homeowners association (HOA) and Planned Unit Development (PUD) regular assessments (dues) and special assessments from the foreclosure sale date up to the REO settlement date.

We will reimburse you for post-foreclosure condominium, HOA and PUD regular assessments (dues) and special assessments incurred from the foreclosure sale date through the REO settlement date. We will not reimburse you for late fees, interest, collection expenses or attorney fees.

In addition, if applicable State law creates a lien priority for condominium, HOA or PUD assessments, or for leasehold estates, the lease, over the Mortgage lien for fees assessed before the foreclosure sale date, then we will reimburse up to a total of six months over the life of the Mortgage for regular condominium, HOA or PUD assessments and/or ground rent payments incurred prior to the foreclosure sale date. We will not reimburse you for late fees, interest, collections expenses or attorney fees.

71.14: Reimbursement of costs incurred during legal proceedings (08/21/06)
You must direct your attorney or trustee to use the non-judicial foreclosure process whenever possible. If you recommend filing a judicial foreclosure to preserve the right to pursue a deficiency judgment, you must secure our approval prior to initiating the judicial foreclosure 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 for further information.

A number of legal costs and expenses are reimbursable when you foreclose on a property or take other routine legal action. Those costs include such items as:

	1.
	Attorneys fees as set forth in Exhibit 57A, Approved Attorney Fees and Title Expenses (for designated counsel/trustees, Exhibit 57A limits are not applicable, we will reimburse you for the amount you submit via Form 104DC). We will not pay any additional fees for preparing a foreclosure deed because the cost of doing so is included in the attorney's fees listed in Exhibit 57A.


	2.
	Filing costs and other costs required by a court


	3.
	Costs for full or limited trustees sale guarantees (TSG) or other title insurance policies if approved by us or when reimbursed by the VA


	4.
	Costs as set forth in Exhibit 57A for title work required for foreclosures. We will reimburse for the actual full or limited TSG policy if the Mortgaged Premises go to foreclosure sale. We will not reimburse for any additional title abstract or commitment. If you must get an update to the title because the original is stale due to bankruptcy or some other delay for which you have secured our written prior approval, we will reimburse you up to $75 for the update.


	5.
	Costs of serving legal notices, when required by law


	6.
	Cost of posting notices of foreclosure or other legal proceedings as required by law


	7.
	Postage for certified or registered mail that is required for legal notices as required by law


	8.
	Bankruptcy costs and fees as listed below:
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Chapters 11, 12 and 13[image: image65.png]


 

• $450 through confirmation of the plan
• $350 for post plan confirmation default, if applicable[image: image66.png]


 

Multi-filer defense*[image: image67.png]
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If a case converts, we will reimburse you for up to the allowable legal fee for each of the chapters filed.

* If a Borrower is a multiple-bankruptcy filer and petitions the court to extend the automatic stay, we will reimburse you for up to $350 to file an objection to an extension of the automatic stay and attend the related court hearings. If the objection to an extension of the stay is denied and you must then handle protecting our interests in the bankruptcy proceeding, we will additionally reimburse you for the allowable bankruptcy fee for the chapter of bankruptcy filed.


	9.
	Eviction costs and expenses when requested by us


	10.
	Obtaining a summary judgment required for a contested foreclosure is reimbursable up to $250 when and if necessary

We will not reimburse you for attorney's fees and litigation costs on Mortgages sold to us with recourse. If you used designated counsel to process the foreclosure, eviction or bankruptcy, you must inform counsel that you are responsible for paying all associated costs.


71.14.1: Resuming foreclosure (7/1/05)
If you have to resume a foreclosure proceeding in certain States due to a delay in the process such as bankruptcy or a delay for which you have secured our written prior approval, we will reimburse you as follows:

	1.
	All of the reimbursable actual costs of each foreclosure per the requirements of the Guide


	2.
	Up to 100% of the approved attorney or trustee's fees for the first foreclosure attempt


	3.
	Up to 70% of the approved attorney or trustee's fees for a subsequent foreclosure


Refer to Section 66.32 for an explanation of such a delay.

We have noted the States affected by this requirement with a double asterisk in Exhibit 57A, Approved Attorney Fees and Title Expenses. Those States are:
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In all other States, we will reimburse only one foreclosure fee and costs per the requirements of the Guide.

71.15: Reimbursement of Broker's Price Opinion (BPO)/appraisal reports (06/22/07)
Since you do not incur an expense when you order your BPO from us via BPOdirect®, a BPO is not an expense for which you may seek reimbursement via our 104 reimbursement process. We will only reimburse you for an appraisal report if we have approved the expense in advance via Form 105, Multipurpose Loan Servicing Transmittal.

71.16: Reimbursement of Scheduled Principal (07/01/98)
Guaranteed timely Scheduled Principal, paid under the super ARC option (as described in Sections 76.10 and 78.23), is reimbursable via expense code 503000 when advanced on REO, short payoffs, other workouts and charge-offs.

71.17: Reimbursements for required use of designated counsel (07/01/98)
Changes to these requirements have been announced and will become effective on 03/01/09.
If you were required to use designated counsel and did not, we will not reimburse you for any foreclosure expenses.

71.17: Reimbursements for required use of designated counsel (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
If you were required to use designated counsel and did not, we will not reimburse you for any foreclosure or bankruptcy expenses (in addition to any other noncompliance penalties imposed).

71.18: Expenses we will not reimburse (12/14/05)
We consider the following items to be standard operating costs for you, the attorney or broker and, as part of the cost of doing business, not reimbursable:

	1.
	Appraisal reports, except when approved by us in advance or when reimbursed by the VA


	2.
	Attorney fees resulting from correction of matters that should have been resolved before the foreclosure sale including any costs to resolve real property title issues that are the result of Seller's or Servicer's actions or inactions


	3.
	Documentary stamp taxes/transfer taxes/excise taxes on real estate conveyance (we are exempt under title 12 of the United States Code section 1452(e)), unless you received our written approval to incur the taxes prior to the foreclosure sale


	4.
	Facsimile transmission (fax) charges


	5.
	Interest, penalties, late charges, or legal fees for late payment of taxes and HOA assessments


	6.
	Long distance telephone calls


	7.
	Mailgram charges


	8.
	Mileage or travel costs


	9.
	Mortgage credit life insurance premiums


	10.
	Other costs of an attorney, such as time or fees for curing a Delinquency, document preparation, word processing or notary public services performed by an attorney; co-counsel fees; referral fees, packaging fees or other similar fees and new case start-up fees


	11.
	Photocopy costs


	12.
	Photographs


	13.
	Regular postage


	14.
	The actual or imputed value of in-house counsel time expended when the reimbursable matter is handled by in-house counsel


	15.
	Additional fees for preparing a foreclosure deed because the cost of doing so is included in the attorney's fees listed in Exhibit 57A, Approved Attorney Fees and Title Expenses


Expenses incurred prior to the expiration of the redemption period should not be submitted for reimbursement until after the redemption expiration.

71.19: Form 104SF or requests for reimbursement via online Form 104SF (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
You must submit all requests for reimbursement of expenses you incurred to us (see Directory 5) on Form 104SF, Statement of Loan, Workout and REO Expenses and Income, or a computer-generated facsimile containing all of the data fields in the same order as those on Form 104SF. You may also submit requests for reimbursement electronically via the online Form 104SF available in the Online Reimbursement System at http://www.freddiemac.com/singlefamily/service/tools.html.
You must completely fill in Form 104SF, including the Servicer and property information, loan status and workout type, tax information, claim submission type and expenses and income.

We reserve the right to withhold payment on a reimbursement request that:

	1.
	Is illegible or does not include all supporting documentation


	2.
	We did not receive within the time required


	3.
	Includes expenses that are non-reimbursable, unless you have obtained our prior approval, in writing, to incur the expense via Form 105, Multipurpose Loan Servicing Transmittal


	4.
	Includes expenses for an amount in excess of the expense limits in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts, and Exhibit 57A, Approved Attorney Fees and Title Expenses, unless you have obtained our prior written approval to incur the additional expense via Form 105


71.19: Form 104SF submission process; denials and adjustments of expense reimbursement requests (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
	(a)
	Submission process
Except as noted in Section 71.4, you must submit all requests for reimbursement of expenses you incurred to us electronically through the online Form 104SF, Statement of Loan, Workout and REO Expenses and Income, available in the Online Reimbursement System at http://www.freddiemac.com/singlefamily/service/tools.html.
You must completely fill in Form 104SF, including the Servicer and property information, loan status and workout type, tax information, claim submission type and expenses and income.



	(b)
	Denials or adjustments of expense reimbursement requests
We reserve the right to withhold payment on a reimbursement request if:

1.

A paper Form 104SF is illegible or does not include all required supporting documentation

2.

You fail to provide us with supporting documentation we have requested

3.

We did not receive the request within the time required

4.

The request includes expenses that are non-reimbursable, unless you have obtained our prior approval, in writing, to incur the expense via Form 105, Multipurpose Loan Servicing Transmittal (see Section 66.69)

5.

The request includes expenses for an amount in excess of the expense limits in Exhibit 57, 1- to 4- Unit Property Approved Expense Amounts, and Exhibit 57A, Approved Attorney Fees and Title Expenses, unless you have obtained our prior written approval to incur the additional expense (see Section 66.69)

If we deny your reimbursement or adjustment request:

•
We will include the appropriate adjustment reason code on the Customer Expense Payment Advice. Exhibit 75, Adjustment Codes for Form 104SF, and Form 104DC, Designated Counsel/Trustee, contain a list of the adjustment reason codes with an explanation of the codes.

•
You may resubmit the expense within 10 Business Days (see Directory 5) for reconsideration. The resubmission must be on a paper Form 104SF, claiming only the disallowed expense, with the appropriate document that includes a justification for why the expense should be reimbursed. We reserve the right to refuse reimbursement if the Form 104SF does not comply with our requirements.




71.20: Form 104DC (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
Form 104DC, Designated Counsel/Trustee is submitted separately from your initial Form 104SF, Statement of Loan, Workout and REO Expenses and Income submission. Our designated counsel/trustee will complete Form 104DC via paper or online. If using a paper Form 104DC, designated counsel will mail or fax the paper Form 104DC to you. After updating the Servicer section of the paper Form 104DC, submit the Form 104DC to us by mail or fax (see Directory 5). If you are instead using the online Form 104DC, a designated counsel or trustee will generate a Form 104DC online which will be ready for your submission through the Freddie Mac Online Reimbursement System at http://www.freddiemac.com/singlefamily/service/tools.html. Once you verify the pre-populated fields of the Form 104DC online, transmit the Form 104DC to us.

For a property acquired as a Real Estate Owned (REO), you must submit the Form 104DC (via paper or online) so that Freddie Mac receives it within 30 days of the acquisition date. The acquisition date is the foreclosure sale date, date of the expiration of the redemption period or confirmation/ratification date, whichever occurs last.

You must submit a Form 104DC (via paper or online) for non-REO expenses, so that Freddie Mac receives it within 30 days of completion of the non-REO activity or event. (Refer to Section 71.7(a) for what constitutes a "non-REO event.")

When using our designated counsel program, the Form 104DC (via paper or online) serves as supporting documentation for designated counsel fees and expenses. Our designated counsel will keep their supporting documentation on file and if we need the information, we will contact them directly.

71.20: Form 104DC (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
Form 104DC, Designated Counsel/Trustee, is submitted separately from your initial Form 104SF, Statement of Loan, Workout and REO Expenses and Income, submission. Our designated counsel/trustee will complete Form 104DC online, which you will then submit to us through the Freddie Mac Online Reimbursement System once you verify the pre-populated fields are correct.

For a property acquired as a Real Estate Owned (REO), you must submit the Form 104DC so that Freddie Mac receives it within 30 days of the acquisition date. The acquisition date is the foreclosure sale date, date of the expiration of the redemption period or confirmation/ratification date, whichever occurs last.

You must submit a Form 104DC for non-REO expenses, so that Freddie Mac receives it within 30 days of completion of the non-REO activity or event. (Refer to Section 71.7(a) for what constitutes a "non-REO event.")

When using our designated counsel program, the Form 104DC serves as supporting documentation for designated counsel fees and expenses. Our designated counsel will keep supporting documentation of their expenses on file and if we need the information, we will contact them directly.

71.21: Default reporting requirements (07/15/99)
The legal costs and expenses requested on the Form 104SF, Statement of Loan, Workout and REO Expenses and Income, must reflect the same billing dates as reported via Electronic Default Reporting (EDR). Failure to report delinquency, foreclosure, bankruptcy and other relevant information will result in the adjustment and rejection of the claim request.

71.22: REO related costs and expenses (07/15/99)
We will reimburse you for reimbursable expenses as described in this chapter incurred when a property has been acquired as REO, and you must assist us with the disposition of the REO. Please refer to Chapter 70 for further information on REO processing.

71.23: Expense offsets (10/19/07)
Changes to these requirements have been announced and will become effective on 03/01/09.
Funds remaining in the Borrower's Escrow account at default must be entered on Form 104SF, Statement of Loan, Workout and REO Expenses and Income, as income to offset expenses. Funds remaining in a temporary buydown account before the foreclosure action was started must be applied as set forth in Section 25.4. Additionally, you are required to offset any incurred reimbursable expenses with the proceeds of rental income you receive during the foreclosure or REO holding period.

If we have approved any specific advance, that advance must be deducted from the total of the reimbursable expenses to which it relates and must be reflected on the final Form 104SF submitted to us.

Mortgage insurance premium refunds for premiums paid after DDPLI should be refunded directly to Freddie Mac by the MI on the claim for loss. However, should the MI send a refund of the mortgage insurance premium to you directly, you may either:

	1.
	Credit the refund on Form 104SF when you file your request for expense reimbursement


	2.
	Submit a supplemental Form 104SF reflecting the mortgage insurance premium refund as a credit if you received the refund after submitting a final Form 104SF


If the application of credits results in a balance due to us, a check for the full amount payable to the Federal Home Loan Mortgage Corporation and referencing the Freddie Mac loan number must be attached to the hard copy Form 104SF (see Directory 5).

71.23: Expense offsets (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
Funds remaining in the Borrower's Escrow account at default must be entered on Form 104SF, Statement of Loan, Workout and REO Expenses and Income, as income to offset expenses. Funds remaining in a temporary buydown account before the foreclosure action was started must be applied as set forth in Section 25.4. Additionally, you are required to offset any incurred reimbursable expenses with the proceeds of rental income you receive during the foreclosure or REO holding period.

If we have approved any specific advance, that advance must be deducted from the total of the reimbursable expenses to which it relates and must be reflected on the final Form 104SF submitted to us.

Mortgage insurance premium refunds for premiums paid after DDPLI should be refunded directly to Freddie Mac by the MI on the claim for loss. However, should the MI send a refund of the mortgage insurance premium to you directly, you must credit the refund on Form 104SF when you file your request for expense reimbursement. If you receive the refund after submitting a final Form 104SF, you must submit a supplemental Form 104SF reflecting the mortgage insurance premium refund as a credit.

If the income you reported exceeds the expenses requested, there will be a balance due to Freddie Mac. You must send a check to us (see Directory 5) for the full amount. The check must be payable to the Federal Home Loan Mortgage Corporation and reference the Freddie Mac loan number.

71.24: Forwarding remittances to us (10/19/07)
You are required to forward non-REO related funds to us (see Directory 5) and REO related funds to us (see Directory 6) within 10 Business Days of your receipt of the funds. Such funds typically include, but are not limited to, mortgage insurance claim proceeds and property insurance claim proceeds.

You must forward the funds via check payable to the Federal Home Loan Mortgage Corporation and include the Freddie Mac loan number along with copies of related documentation with the check. You must not offset any expenses against property insurance claim proceeds.

You may deduct certain proceeds from expenses incurred. These proceeds include property insurance refunds, positive Escrow at default, and interest on Escrow.

71.25: Documentation for requests for reimbursement (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
	(a)
	Submitted on Form 104SF, Statement of Loan, Workout and REO Expenses and Income
Each Form 104SF must be accompanied by the appropriate supporting documentation. All supporting documentation must be clearly labeled, legible and attached to Form 104SF in the same order that the item is listed on the form. We may withhold payment of a Form 104SF that does not include the required documentation or dates. Incomplete submissions will delay the reimbursement request pending your resubmission of a completed and legible package.



	(b)
	Submitted via online Form 104SF
For a request for reimbursement of expenses submitted electronically via the Online Reimbursement System, available at http://www.freddiemac.com/singlefamily/service/tools.html, we will not generally require you to submit supporting documentation.

We may, however, request supporting documentation for specific expenses that we cannot readily process through our expense reimbursement system without additional information. You must fax a copy of any documentation that supports the requested reimbursement within one Business Day of our request to avoid any delay in the payment of your request for reimbursement. Any delay beyond the one Business Day may result in the rejection of the online Form 104SF and subsequent manual processing.


71.25: Supporting documentation for expense reimbursement (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
	(a)
	Submitted via online Form 104SF, Statement of Loan, Workout and REO Expenses and Income
For a request for reimbursement of expenses submitted electronically through the Online Reimbursement System, we will not generally require you to submit supporting documentation.

We may, however, request supporting documentation for specific expenses that we cannot readily process through our expense reimbursement system without additional information. You must fax a copy of any documentation that supports the requested reimbursement within one Business Day of our request to avoid any delay in the payment of your request for reimbursement. Any delay beyond the one Business Day may result in the rejection of the online Form 104SF and subsequent manual processing.



	(b)
	Paper Form 104SF
For situations where we require a paper Form 104SF, the paper Form 104SF must be accompanied by the appropriate supporting documentation, as described in Section 71.26. All supporting documentation must be clearly labeled, legible and attached to Form 104SF in the same order that the item is listed on the form. We may withhold reimbursement if the required documentation or dates are not included with the paper Form 104SF. Incomplete submissions will delay consideration of the reimbursement request pending your resubmission of a completed and legible package.


71.26: Required supporting documentation (10/20/08)
Changes to these requirements have been announced and will become effective on 03/01/09.
We consider the following information to be the standard supporting documentation which you must submit to us with your Form 104SF, Statement of Loan, Workout and REO Expenses and Income:

	1.
	Copies of original bills/invoices for expenses incurred, such as attorney legal fees and costs, preservation costs, utility bills, and invoices detailing the services performed, and the property address. Copies of checks and/or detailed Mortgage histories for these bills/invoices. If you submit adding machine tapes for each expense code it may expedite the reimbursement process.


	2.
	Copy of the Mortgage history and a transaction code legend to interpret the Mortgage history. (Proof of payment of normal Escrow items are not required if shown in the history. However, if tax payments are not consistent with the other taxes or if they were paid in a lump sum, you must submit documentation from the taxing authority providing the breakdown of the taxes, penalty and interest.) The Mortgage history must include, at a minimum:

(a)

Freddie Mac loan number

(b)

Transaction codes (if the history does not clearly state an explanation of the expense incurred), payment due date, paid date and amount

(c)

Expense description or transaction code legend. We will not reimburse you for any items we are unable to interpret.

(d)

Escrow account balance to verify positive Escrow balance at DDLPI or a zero or negative balance proving that the Mortgage does not have an Escrow account




	3.
	The check number used for payment of expenditures reflected on the Mortgage history or a copy of the actual check if Mortgage histories are not available


	4.
	The buydown account balance, if applicable


	5.
	Copies of the claim filed with the Rural Housing Service


Refer to Exhibit 74, Expense and Income Codes for Form 104SF, for additional details of supporting documentation specific to the different expense types.

If you submit your request for reimbursement electronically via an online Form 104SF, you must fax a copy of any requested documentation within one Business Day of our request. See Section 71.19 for additional information on submitting an online Form 104SF.

If you use designated counsel, you need to include only the Form 104DC submitted to you by our designated counsel (via paper or online) as your expense submission.

71.26: Required supporting documentation (Future effective date 03/01/09)
These requirements will become effective on 03/01/09. View current requirements.
When you are required to deliver a paper Form 104SF, Statement of Loan, Workout and REO Expenses and Income, the following is the standard supporting documentation you must submit to us with your Form 104SF:

	1.
	Copies of original bills/invoices for expenses incurred, such as attorney legal fees and costs, preservation costs, utility bills, and invoices detailing the services performed, and the property address. Copies of checks and/or detailed Mortgage histories for these bills/invoices. If you submit adding machine tapes for each expense code it may expedite the reimbursement process.


	2.
	Copy of the Mortgage history and a transaction code legend to interpret the Mortgage history. (Proof of payment of normal Escrow items are not required if shown in the history. However, if tax payments are not consistent with the other taxes or if they were paid in a lump sum, you must submit documentation from the taxing authority providing the breakdown of the taxes, penalty and interest.) The Mortgage history must include, at a minimum:

(a)

Freddie Mac loan number

(b)

Transaction codes (if the history does not clearly state an explanation of the expense incurred), payment due date, paid date and amount

(c)

Expense description or transaction code legend. We will not reimburse you for any items we are unable to interpret.

(d)

Escrow account balance to verify positive Escrow balance at DDLPI or a zero or negative balance proving that the Mortgage does not have an Escrow account




	3.
	The check number used for payment of expenditures reflected on the Mortgage history or a copy of the actual check if Mortgage histories are not available


	4.
	The buydown account balance, if applicable


	5.
	Copies of the claim filed with the Rural Housing Service


Refer to Exhibit 74, Expense and Income Codes for Form 104SF, for additional details of supporting documentation specific to the different expense types.

If you submit your request for reimbursement electronically via an online Form 104SF, you must submit a copy of any requested documentation within one Business Day of our request. See Section 71.19 for additional information on submitting an online Form 104SF.

If you use designated counsel, you need only submit to us Form 104DC prepared electronically for you via our Online Reimbursement System by our designated counsel as your expense submission. We will contact the designated counsel directly should we require any supporting documentation.

71.27: Form 104SF and online Form 104SF audits (06/17/08)
Changes to these requirements have been announced and will become effective on 02/01/09.
We will perform audits of submitted Form 104SF, Statement of Loan, Workout and REO Expenses and Income, to ensure compliance with our requirements. If we find a Form 104SF that is not in compliance with our established requirements, we may deny the reimbursement or adjustment.

We will select a sample of requests for reimbursement that you transmit via the online Form 104SF process for postsubmission audit. You must:

	1.
	Submit any documentation that supports the requested reimbursement within 10 Business Days of our request


	2.
	Remit the funds to us within 30 calendar days of our request for a reimbursement of an expense, or to correct an error identified in a post-submission audit


If during an audit, we identify that we owe funds to you, we will remit the funds to you within 15 calendar days of the date we notify you of the short payment.

If we deny your reimbursement or adjustment request we will include the appropriate adjustment reason code on the Customer Expense Payment Advice. Exhibit 75, Adjustment Codes for Forms 104SF and 104DC, contains a list of the adjustment codes including an explanation of the codes.

If we deny your reimbursement, you must resubmit the expense for reimbursement within 10 Business Days to us (see Directory 5) for reconsideration. The resubmission must be submitted on a new Form 104SF, claiming only the disallowed expense, with the appropriate documentation and an explanation to justify noncompliance with the requirements in this chapter. We reserve the right to refuse reimbursement if the Form 104SF does not comply with our requirements.

71.27: Form 104SF and online Form 104SF audits (Future effective date 02/01/09)
These requirements will become effective on 02/01/09. View current requirements.
We will perform audits of submitted Form 104SF, Statement of Loan, Workout and REO Expenses and Income, to ensure compliance with our requirements. If we find a Form 104SF that is not in compliance with our established requirements, we may deny the reimbursement or adjustment.

We will select a sample of requests for reimbursement that you submit through the online Form 104SF process for postsubmission audit. You must provide any documentation that supports the requested reimbursement within 10 Business Days of our request.

If we determine through the audit that an expense was not eligible for reimbursement, we will bill you for the amounts due back to Freddie Mac on your monthly Servicer Non-Performing Loans Invoice and provide you with an explanation of our audit findings.

If we determine through the audit that we owe funds to you, we will remit the funds to you within 15 calendar days of the date we notify you of the audit findings.
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