
 

               

  

 

SUBJECT: SELLING REPRESENTATION AND WARRANTY FRAMEWORK – 
INDEPENDENT DISPUTE RESOLUTION 
Freddie Mac, jointly with Fannie Mae, and at the direction of the Federal Housing Finance Agency (FHFA), is 
announcing the Independent Dispute Resolution (IDR) process, which completes the planned scope for the 
selling representation and warranty framework – origination defects and remedies (the “remedies framework”). 
This also represents completion of the development of the overall representation and warranty framework, which 
was documented in the following Bulletins: 

• Bulletin 2012-18: New Representation and Warranty Framework 

• Bulletin 2014-8: Selling Representation and Warranty Framework Updates 

• Bulletin 2014-21: Selling Representation and Warranty Framework Life-of-Loan Exclusions 

• Bulletin 2015-17: Origination Defects and Remedies 

The IDR process is specifically designed to address alleged loan-level breaches of selling representations or 
warranties that remain unresolved after completion of the appeals process. The IDR process will not replace the 
Government Sponsored Enterprises’ (GSEs) current quality control and related appeal processes, but will allow a 
neutral third party to resolve demands that remain unresolved after the appeal and escalation processes have 
been exhausted.  

Later this year, Freddie Mac will update the appeal and escalation processes to more clearly describe the 
opportunities for a Seller/Servicer to appeal a repurchase demand as well as an opportunity for escalation to 
management in order to resolve as many disputes as possible before any IDR process begins. 

Seller/Servicers remain responsible for underwriting and delivering investment quality Mortgages in accordance 
with the terms of the Single-Family Seller/Servicer Guide (“Guide”) and other Purchase Documents. Additionally, 
the refined appeal and IDR process described in this Bulletin applies only to selling-related disputes and does not 
affect any Servicing duties, responsibilities, obligations, or change the Servicing appeal process at this time. 
However, it is anticipated that an IDR process will become available for Servicing-related disputes in the future.  

EFFECTIVE DATE 
The IDR process will be available for all Mortgages with Freddie Mac Settlement Dates on and after  
January 1, 2016. 

BACKGROUND 
Over the last several years the GSEs, at the direction of FHFA, introduced and refined the selling representation 
and warranty framework and recently introduced the remedies framework. As part of this effort, we listened 
closely to Seller/Servicer concerns about the mortgage repurchase process and understand the need to address 
these concerns in ways that are mutually satisfactory.  

The IDR process announced in this Bulletin provides Seller/Servicers an opportunity to elect a final, binding 
resolution to disputes regarding loan-level origination defects through a process that is more streamlined and 
cost-efficient than litigation. While most disputes will likely be resolved through the existing appeals and 
escalation processes, and the IDR process is not expected to be used with frequency, there is value for both 
Seller/Servicers and Freddie Mac in having an established process with clear expectations for the parties 
involved. These changes are anticipated to help Seller/Servicers to manage risk more effectively. 
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OVERVIEW OF THE APPEAL AND ESCALATION PROCESS 
The first step in the process begins when Freddie Mac identifies a significant defect and issues a demand for 
repurchase or other remedy to a Seller/Servicer. Freddie Mac has an obligation to support the claim of a 
significant defect in accordance with the revised requirements recently published in Bulletin 2015-17.  

The Seller/Servicer then has an opportunity, within certain time limits and in the manner outlined in the Guide, to 
correct the defect or appeal the demand. The Seller/Servicer has the obligation to support its appeal or correction 
with documentation that meets the requirements of the Guide. 

If the dispute is not resolved through the initial appeal from the Seller/Servicer and corresponding response from 
Freddie Mac, the process continues through a second opportunity for the Seller/Servicer to appeal, rebut, or 
provide further evidence that the defect does not exist or has been corrected. For a much smaller group of 
Mortgages not resolved by the end of the second appeal, an escalation process provides another opportunity for 
resolution. 

If the dispute is not resolved after all those steps are completed, then, if elected by the Seller/Servicer or  
Freddie Mac, the IDR process will be the final step in the appeal and escalation process. 

OVERVIEW OF THE IDR PROCESS 
The IDR process will be available to all active Seller/Servicers. Seller/Servicers that have been suspended, 
disqualified or terminated are ineligible to participate in IDR. In addition, the IDR process will not be available to 
Seller/Servicers that have: 

• Failed to timely comply with an IDR award related to any Mortgage (or Mortgages) that have been 
through the IDR process 

• Failed to timely comply with any remedy request after the time for challenging the remedy request 
through the appeals and escalation processes has expired, or  

• Any outstanding amount past due to the IDR administrator 

The IDR process will include the following components: 

• Prescribed timelines for initiating the process, selecting a neutral arbitrator and conducting administrative 
and planning conference calls 

• Standards for case packages that must be prepared 

• An option for each party to use legal counsel and subject matter experts 

• A hearing with an arbitrator and representatives from the Seller/Servicer and Freddie Mac conducted by 
telephone or video conference 

• A process for creating a collective proceeding for a group of Mortgages that involve similar disputes 
(“expanded proceedings”) with the agreement of Freddie Mac and the Seller/Servicer 

• Written award and brief opinion provided by the arbitrator; and    

• Reimbursement for certain costs and expenses by the non-prevailing party to the prevailing party  

The arbitrator will be making the final determination about whether a defect existed at the time IDR commenced. 
The written award from the arbitrator will be final and binding upon and enforceable against the parties.  

In addition to resolution of the demand, the party that does not prevail at the hearing will be responsible for paying 
the prevailing party a “Cost and Fee Award” in the amount of 10% of the unpaid principal balance of the related 
Mortgage at the time the Mortgage was acquired. If the parties mutually agree to expanded proceedings to cover 
multiple Mortgages, then the parties will negotiate an appropriate Cost and Fees Award before the IDR process 
commences. 



  
  

   Page 3 

GUIDE UPDATES 
Specific changes related to the incorporation of the IDR process, including support for the arbitrator’s authority to 
make conclusive and binding decisions, and changes to the broader appeals process will be made to the Guide in 
the coming months.  

CONCLUSION 
If you have any questions about the changes announced in this Bulletin, please contact your Freddie Mac 
representative or call Customer Support at (800) FREDDIE. 

Sincerely, 

 

Christina K. Boyle 
Senior Vice President 
Single-Family Sales and Relationship Management 



               

  

 
SUBJECT: SERVICING UPDATES 
This Single-Family Seller/Servicer Guide (“Guide”) Bulletin announces:  

Freddie Mac Servicer Success Scorecard 

• Revisions to certain investor reporting and default management criteria in the Servicer Success 
Scorecard 

Reimbursement 

• The requirement that all Servicers be set up to receive reimbursement of expenses and payment of 
incentives via Automated Clearing House (ACH) credit entries into their commercial checking accounts – 
August 1, 2016 

• Updates to provide greater detail when requesting reimbursement on Mortgages insured by the FHA or 
guaranteed by the VA or Rural Housing Service (RHS) not subject to recourse or indemnification 

Mortgage modifications 

• Revisions to our requirements for the modification of a Mortgage in a bankruptcy plan – June 1, 2016 

• Additional detail regarding who must execute Guide Form 720, or its equivalent, the Dodd Frank 
Certification, to be eligible for a Home Affordable Mortgage Program (HAMP®) Year Six “Pay for 
Performance” incentive 

Electronic Default Reporting (EDR) for repayment plans 

• Revisions to our EDR requirements for Mortgages in repayment plans – June 1, 2016 

Freddie Mac Default Legal Matters 

• Updates to provide greater detail on the reporting requirements for law firms retained for  
Freddie Mac Default Legal Matters 

Additional Guide updates and reminders 

In addition to the changes listed above, we are making further updates and revisions as described in the 
Additional Guide Updates and Reminders section of this Bulletin. 

EFFECTIVE DATE 
All of the changes announced in this Bulletin are effective immediately unless otherwise noted. 

SERVICER SUCCESS SCORECARD 
The revisions below will be effective with respect to a Servicer’s January 2016 performance. These performance 
results will be visible on the Servicer Performance Profile web site on March 7, 2016. 

After a review of Servicer performance and to reflect our focus on activities of importance to Freddie Mac, we are 
removing and revising the following Servicer Success Scorecard criteria: 

• In the investor reporting category, we are removing the weights, ranks and percentiles from all of the criteria 
because the number of loans measured is too small compared to the active loan portfolio to provide a 
statistically meaningful measurement. Performance results in each criterion will continue to be calculated and 
reflected for applicable Servicers. Performance for the combined peer will also continue to be displayed. 
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• In the default management category, we redistributed the 5% weight for the “Accuracy of Due Date of Last 
Paid Installment (DDLPI) Reporting” criterion within the “Data Integrity” subset of criteria to the “Transition to 
60+” criterion within the “Loss Mitigation” subset of criteria 

Notwithstanding the removal of ranking for the investor reporting category, Freddie Mac retains all available 
remedies in the Guide for a Servicer’s failure to report timely and accurately. 

Guide impact: Guide Section 51.11 

REIMBURSEMENT 

Reimbursement of expenses and incentive payments via ACH credit entries 
Servicers must be set up to receive reimbursement of expenses and payment of incentives via ACH credit entries 
into their commercial checking accounts by August 1, 2016; however, Servicers are encouraged to elect to 
receive ACH credit entries as early as possible, if they have not already elected to do so.  

To authorize receipt of ACH credit entries, a Servicer must follow the steps outlined in Guide Exhibit 98 and 
submit the authorization agreement to the address provided. Servicers must submit the authorization agreement 
at least seven Business Days prior to the mandatory effective date in order to receive expense reimbursements 
and incentive payments via ACH credit entries on or after August 1, 2016.  

As a reminder for Servicers with a subservicing arrangement, while reimbursement of expenses may be credited 
to the subservicer, payment of incentives will be credited directly to the Servicer and the Servicer will be 
responsible for providing any funds due to the subservicer in accordance with any applicable subservicing 
arrangement. 

For questions regarding setup, Servicers may contact Freddie Mac at 
Reimbursement_System_setup@freddiemac.com. Additionally, once set up, Servicers may submit any ACH 
credit-related questions or concerns to Freddie Mac at 104_Expense@freddiemac.com.  

Guide impacts: Sections 64.2 and 71.2 and Exhibits 91, 92 and 98 

Mortgages insured by the FHA or guaranteed by the VA or RHS 
We are updating the Guide to provide greater detail related to requesting reimbursement on Mortgages insured by 
the FHA or guaranteed by the VA or RHS not subject to recourse or indemnification.  

For expense reimbursement to occur following a completed short sale, completed deed-in-lieu of foreclosure, or 
third-party foreclosure sale on a Mortgage insured by the FHA or guaranteed by the VA or RHS not subject to 
recourse or indemnification, the Servicer must first file a claim pursuant to Section 70.5 and Freddie Mac must 
receive the claim payment from the applicable entity.  

Guide impacts: Sections B65.41, B65.48, 66.37 and 70.5 

MORTGAGE MODIFICATIONS  

Mortgages in bankruptcy plans 
Servicers must comply with the revised requirements below for all mortgage modifications completed on and 
after June 1, 2016; however, Servicers are encouraged to implement these changes as early as possible. 

To better streamline the  mortgage modification process, we are eliminating the requirement that Servicers work 
with bankruptcy counsel to secure the release of the Mortgage from the bankruptcy plan on or before the first 
modified payment due date under the modification agreement. The Servicer will no longer be required to attempt 
to have the Mortgage released from the bankruptcy plan when processing a mortgage modification. 

This change is applicable for Mortgages modified under HAMP, the Freddie Mac Standard Modification,  
Freddie Mac Streamlined Modification and Freddie Mac Capitalization and Extension Modification for Disaster 
Relief (“Disaster Relief Modification”). 

Guide impacts: Sections B65.19 and C65.7.1  

mailto:Reimbursement_System_setup@freddiemac.com
mailto:104_Expense@freddiemac.com
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HAMP Year Six Pay for Performance incentive 
In response to Servicer questions, we are updating our requirements related to the execution of Form 720, or its 
equivalent, the Dodd Frank Certification (DFC). The Borrower must submit Form 720 or the DFC to be eligible for 
the HAMP Year Six Pay for Performance incentive. We are updating our requirements to provide additional detail 
regarding who is responsible for executing Form 720 or the DFC.  

All Borrowers and any other signatory to the Security Instrument must sign Form 720 or the DFC, except the 
following: 

• A Borrower, co-Borrower or any signatory to the Security Instrument who is deceased, as evidenced by 
a death certificate, or an obituary or newspaper article reporting the death 

• A Borrower, co-Borrower or any signatory to the Security Instrument who is divorced or legally separated 
from another party, as evidenced by a divorce decree signed by the court or court filed separation 
agreement, except for the Borrower or co-Borrower retaining possession and title to the property 

• A Borrower, co-Borrower or any signatory to the Security Instrument who is unrelated by marriage, civil 
union or similar domestic partnership under applicable law and who purchased or owned the property 
and has since vacated and no longer occupies the property, provided the remaining Borrower submits a 
copy of a recorded quit claim deed evidencing that the departed party has relinquished all rights to the 
property; or   

• Any signatory to a Security Instrument who is not a Borrower obligated on the Note provided the Security 
Instrument contains a provision that authorizes any Borrower to modify the terms of the Security 
Instrument or the Note without such signatory’s consent 

Guide impact: Section C65.9  

EDR FOR MORTGAGES IN REPAYMENT PLANS 
Servicers must comply with the revisions to repayment plan reporting requirements announced below on and 
after June 1, 2016; however, Servicers are encouraged to implement these changes as early as possible. 

In an effort to increase Servicer efficiencies when managing repayment plans on its Freddie Mac portfolio, we are 
amending and removing certain Servicing requirements related to the reporting and processing of a repayment 
plan, including repayment plans with a preceding partial reinstatement.  

Current requirements 
Sections A65.10 and A65.17.1 provide that in accordance with Section 64.10, the Servicer must notify  
Freddie Mac via an EDR transmission within the first three Business Days of the month following the month that it 
entered into a repayment plan with a Borrower. The Servicer is required to report default action code 12 
(Repayment Plan) and provide the date the Servicer enters into a repayment plan with the Borrower. Further, the 
Servicer must continue to report default action code 12 for the Mortgage and the DDLPI until the Mortgage has 
been fully reinstated or paid off, a foreclosure sale is held or a workout completed. 

Revised requirements 
We are revising our requirements to provide that rather than reporting default action code 12 with the date the 
Servicer entered into a repayment plan with a Borrower, the Servicer must now report: 

• Default action code 12 once the initial repayment plan payment is received and the DDLPI after the 
payment is applied and continue reporting in this manner for every payment received thereafter, except 
when reporting the final payment that reinstates the Mortgage  

• Default action code 20 (Reinstatement (Full or Partial)) in the last month of the repayment period in 
which the Mortgage is fully reinstated upon receipt of the final payment under the repayment plan 

Guide impacts: Sections A65.10 and A65.17.1 
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Reminder 
As a reminder, if the Borrower fails to make payments due under the repayment plan, the Servicer must 
discontinue reporting default action code 12. The Servicer must resume or commence foreclosure proceedings in 
accordance with the Guide and report default action code 43 (Referred to foreclosure (EDI Term: Foreclosure 
Started)) on its EDR transmission. 

For additional information about EDR, refer to Section 64.10 and the Electronic Default Reporting Quick 
Reference Guide. 

REPORTING REQUIREMENTS FOR LAW FIRMS RETAINED TO HANDLE FREDDIE MAC 
DEFAULT LEGAL MATTERS 
As announced in our Single-Family News Center article dated October 29, 2015, Servicers can access 
Attorney Data Reporting (ADR), our reporting system that enables law firms to enter time line and related data for  
Freddie Mac default-related legal services. We are now updating the Guide to provide greater detail on the 
reporting requirements for law firms retained for Freddie Mac Default Legal Matters.  

Servicers must ensure that law firms report data required by Freddie Mac directly to Freddie Mac accurately and 
in the time frames prescribed. This includes daily reporting to Freddie Mac via ADR of key metrics such as 
milestones, delays, successful loss mitigation activities and the completion of the Freddie Mac Default Legal 
Matter. 

Guide impacts: Sections 69.3, 69.10, 69.13 and 69.14 and Directory 1 

ADDITIONAL GUIDE UPDATES AND REMINDERS 

Guide reorganization reminders 
As announced in Bulletin 2015-19, we are reorganizing the Guide into topic groups to make it easier for 
Seller/Servicers to do business with Freddie Mac. The reorganized Guide does not introduce new requirements 
nor does it change existing requirements. 

As announced in our Single-Family Update e-mail dated January 19, 2016, the reorganized Guide content, which 
incorporates Bulletins through December 2015, is now available on the AllRegs® preview site at 
http://www.allregs.com/tpl/public/fhlmc_preview_tll.aspx. We encourage Seller/Servicers to click through the 
preview site to familiarize themselves with the new layout.  

Seller/Servicers are also encouraged to: 

• Sign up for the Guide Reorganization webinar (Using the Reorganized Guide – An Overview) to learn 
more about the reorganized Guide 

• Review the Preliminary Guide Reorganization Mapping spreadsheet to see where the Guide content 
currently exists and where it will be located in the reorganized Guide 

• Visit the Guide Reorganization web page for full information on the Guide reorganization as well as 
additional resources 

As additional reminders: 

• The reorganized Guide will become the official authoritative version of the Guide on March 2, 2016 

• Changes to the current Guide layout will impact Guide references in other Purchase Documents, which will be 
updated in the future 

Reminder: Settlement automation process for liquidation transactions 
As announced in Bulletin 2015-14, beginning March 1, 2016, Servicers must submit all required data for settling 
liquidation transactions including short sales, deeds-in-lieu of foreclosure, charge-offs and third-party foreclosure 
sales, via the applicable liquidation settlement screens in Workout Prospector®. As of March 1, 2016, Freddie Mac 
will no longer accept or review the Settlement/Closing Disclosure Statement previously required by  

http://www.freddiemac.com/learn/pdfs/service/edr_quickref.pdf
http://www.freddiemac.com/learn/pdfs/service/edr_quickref.pdf
http://www.freddiemac.com/singlefamily/news/2015/1029_drls_access.html
http://www.allregs.com/tpl/public/fhlmc_preview_tll.aspx
http://www.freddiemac.com/ontrack/html/LearningCenter/ClassDescription.jsp?crsNum=URG
http://www.freddiemac.com/singlefamily/guide_reorganization_mapping.xls
http://www.freddiemac.com/singlefamily/guide_reorg.html
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Section B65.41, or a third-party foreclosure sale claim package or Form 1160 (unless submitted as supporting 
documentation at the request of Freddie Mac) previously required by Section 66.37. As a reminder, Freddie Mac 
reserves the right to request a copy of the Settlement/Closing Disclosure Statement for review. 

Requesting limited powers of attorney for Senior Subordinate Mortgages 
We are updating the Guide to add new Section S84.5.1, which provides a Servicer participating in a Senior 
Subordinate Mortgage transaction with instructions on how to request a limited power of attorney (LPOA) on 
behalf of the Senior Subordinate Trust when the Servicer determines it is in need of such an LPOA. For more 
information on Senior Subordinate Mortgages, refer to Bulletin 2015-5 and Guide Chapter S84. 

Guide impacts: Section S84.5.1 and Directory 5 

Redemptions 
In an effort to increase Servicer efficiencies when processing redemptions of properties pursuant to  
Section 66.36, we are updating the Guide to provide more detail on the applicable reporting and remittance 
requirements. 

Guide impact: Section 66.36 

Expense reimbursement claims 
Recently, Freddie Mac updated the Expense Reimbursement Desk Reference to further assist Servicers when 
completing reimbursement claims in the Freddie Mac Reimbursement System. We are now updating the Guide to 
reflect these changes. Additionally, we are updating Section 71.19 to advise Servicers that the cost of obtaining a 
copy of a death certificate, if needed to facilitate prompt and efficient completion of the legal proceedings, is 
reimbursable.   

Guide impacts: Sections 71.8, 71.11 and 71.19 

Borrower contact and solicitation 
Effective June 1, 2016 
We are updating Section 66.12 to align with the revisions made to Section 64.6(b) for the Borrower contact and 
solicitation requirements announced in Bulletin 2015-22. 

Guide impact: Section 66.12 

References to (800) FREDDIE 
To provide greater efficiency to Servicers, we are updating the Guide to direct Servicers to select option four for 
Servicing when contacting (800) FREDDIE for any Servicing-related questions. 

Guide impacts: Sections 51.1, 51.5, B65.18, B65.40, B65.47, B65.48, B65.53, C65.6, 70.4, 70.16, 71.6, 71.13, 
76.11, 76.12, 78.40, 79.11 and S84.30 

GUIDE UPDATES SPREADSHEET 
For a detailed list of the Guide updates associated with this Bulletin and the topics with which they correspond, 
refer to the Bulletin 2016-2 (Servicing) Guide Updates Spreadsheet available at 
http://www.freddiemac.com/singlefamily/guide/docs/bll1602_spreadsheet.xls. 

http://www.freddiemac.com/learn/pdfs/service/104sf_desk_reference.pdf
http://www.freddiemac.com/singlefamily/guide/docs/bll1602_spreadsheet.xls
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CONCLUSION 
If you have any questions about the changes announced in this Bulletin, please contact your Freddie Mac 
representative or call Customer Support at (800) FREDDIE and select option four for Servicing. 

Sincerely, 

 
 
 
 
 
Yvette W. Gilmore 
Vice President 
Servicer Performance Management  



 

               

  

 
SUBJECT: SELLING UPDATES 
This Single-Family Seller/Servicer Guide (“Guide”) Bulletin announces:  

LTV/TLTV/HLTV ratio and Indicator Score requirements – March 28, 2016 

• Updates to our requirements for loan-to-value (LTV)/total LTV (TLTV)/Home Equity Line of Credit 
(HELOC) TLTV (HTLTV) ratios for: 

 Super conforming Mortgages and 

 1-unit Investment Property Mortgages 

• Updates to the minimum required Indicator Scores for Manually Underwritten super conforming 
Mortgages 

Condominium and PUD Insurance – August 1, 2016 

• Updates to our requirements for Condominium Project and Planned Unit Development (PUD) insurance 

In addition to the changes listed above, we are making further updates and revisions as described in the 
“Additional Guide Updates and Reminders” section of this Bulletin. 

EFFECTIVE DATE 
All of the changes announced in this Bulletin are effective immediately unless otherwise noted. 

LTV/TLTV/HTLTV RATIO AND INDICATOR SCORE REQUIREMENTS 
Effective for Mortgages with Settlement Dates on or after March 28, 2016  

Super conforming Mortgages 
In response to changes in the market and in an effort to provide greater access to credit, we reviewed our super 
conforming Mortgage requirements and are making the following changes:  

• Expanding the eligible LTV/TLTV/HTLTV ratios for super conforming Mortgages to align with the eligible  
LTV/TLTV/HTLTV ratios for Mortgages subject to base conforming loan limits  

• Aligning the required minimum Indicator Scores for Manually Underwritten super conforming Mortgages 
with the required minimum Indicator Scores for Manually Underwritten Mortgages subject to base 
conforming loan limits 

As a result of these changes, we are removing the separate maximum LTV/TLTV/HTLTV ratio requirements 
for super conforming Mortgages from Guide Section L33.3. The maximum LTV/TLTV/HTLTV ratio 
requirements in Section 23.4 now apply. The separate minimum Indicator Score requirements for super 
conforming Manually Underwritten Mortgages referenced in Section L33.5 and Guide Exhibit 25 are also 
being removed since the minimum Indicator Score requirements for Manually Underwritten Mortgages in 
Exhibit 25 now apply. 

New super conforming Mortgages grid 

Due to the expansion of allowable LTV/TLTV ratios for super conforming Mortgages, the Super Conforming 
Mortgages post-settlement delivery fee grid in Exhibit 19 has been updated to reflect these changes and 
provide additional specificity on the eligible LTV/TLTV ranges, as highlighted below. 
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SUPER CONFORMING MORTGAGES 

Effective for Settlement Dates on or after March 28, 2016 

Product Purpose 

LTV/TLTV Ratios 

All Eligible 

≤ 75% > 75% &  ≤ 
80% 

>  80% &  
≤ 85% 

>  85% &  
≤ 90% >  90% 

30-, 20- and 15-year 
Fixed Rate Fully 

Amortizing 

Purchase & No Cash-out 
Refinance 0.25% 0.25% 0.25% 0.25% 0.25% 

Cash-out Refinance 1.00% 1.00% Not Eligible 

Fully Amortizing 
ARMs (All Eligible) 

Purchase & No Cash-out 
Refinance 1.00% 1.75% 1.75% 1.75% 2.00% 

Cash-out Refinance 1.75% 2.50% Not Eligible 

1-unit Investment Property Mortgages 
For Mortgages secured by a 1-unit Investment Property, we are aligning the eligible LTV/TLTV/HTLTV ratios for 
no cash-out refinance transactions and purchase transactions. The expanded ratios will provide Borrowers 
greater ability to refinance and improve the rate and/or terms of their Mortgage without needing to establish 
additional equity. 

System and Guide updates 
Loan Prospector®, the Selling SystemSM and Loan Quality Advisor will be updated by March 28, 2016 to reflect 
these changes.  

Guide impacts: Sections 23.4, 24.5, L33.3 and L33.5 and Exhibits 19 and 25 

CONDOMINIUM PROJECT AND PUD INSURANCE 
Effective August 1, 2016, but Sellers are encouraged to implement immediately 

In response to Seller feedback we have evaluated our Condominium Project and PUD insurance requirements 
and are making the following changes:  

• Prohibiting the sale of Mortgages secured by a Condominium Unit in a Condominium Project or a property in 
a PUD with a master or blanket insurance policy that combines insurance coverage for multiple unaffiliated 
Condominium Projects or PUDs  

• Providing additional guidance for Condominium Project or PUD insurance when a coinsurance clause, an 
agreed amount endorsement or the agreed value option is included in the policy  

• Updating our fidelity or employee dishonesty insurance requirements as follows:  

 If the calculated amount of funds that triggers the requirement for fidelity or employee dishonesty 
insurance coverage is less than or equal to $5,000 then fidelity or employee dishonesty  insurance is 
not required  

 Allowing a professional management firm to be insured either a) under its own fidelity or employee 
dishonesty insurance coverage policy provided the management firm submits evidence of coverage 
to the condominium homeowners association or b) under the condominium homeowners 
association’s insurance policy 

Guide impacts: Sections 58.2 and 58.5  
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ADDITIONAL GUIDE UPDATES AND REMINDERS 

Exhibit 4 updates 
Exhibit 4, Single-Family Uniform Instruments, has been updated to reflect changes that are included on  
Freddie Mac’s Uniform Instruments web page for West Virginia. For more information visit Freddie Mac’s 
Uniform Instrument News & Updates web page. 

Guide impacts: Exhibit 4 

Electronic loan applications 
We are removing the requirement that if the Seller wishes to use an electronic final loan application (Guide Form 
65), the Seller must obtain Freddie Mac’s written permission. This is no longer necessary as the Guide now 
allows the delivery of Mortgages with an electronically-created and signed final loan application as announced in 
Bulletin 2015-4.   

In addition to Chapter 3, which provides our requirements for electronic transactions and documents, more 
information related to electronic documents can be found on the Freddie Mac Electronic Loan Documents web 
page. 

Guide impacts: Section 37.8 

Guide Snapshot PDF 
For Seller/Servicer convenience, we have recently published the December 16, 2015 Guide Snapshot PDF, 
which includes two comprehensive files: 

• A portable document format (PDF) file of the entire Guide, including a table of contents, easy-to-use 
navigational bookmarks and highlighting designated updates made to the Guide since September 16, 2015, 
the date of the last Guide Snapshot PDF 

• A PDF file containing all of the Bulletins issued from October through December 2015 
All Guide Snapshot PDFs are available at 
http://www.freddiemac.com/singlefamily/guide/bulletins/snapshot.html. As a reminder, these PDFs are not 
official versions of the Guide. 

Guide reorganization reminders 
As announced in Bulletin 2015-19 we are reorganizing the Guide into topic groups to make it easier for 
Seller/Servicers to do business with Freddie Mac. The reorganized Guide does not introduce new requirements 
nor change existing requirements. 

As announced in our Single-Family Update e-mail dated January 19, 2016, the Guide content, which incorporates 
Bulletins through December 2015, is now available on the AllRegs® preview site at 
http://www.allregs.com/tpl/public/fhlmc_preview_tll.aspx. We encourage Seller/Servicers to click through the 
preview site to familiarize themselves with the new layout.  

Seller/Servicers are also encouraged to: 

• Sign up for the Guide Reorganization webinar (Using the Reorganized Guide – An Overview) to learn 
more about the reorganized Guide 

• Review the Preliminary Guide Reorganization Mapping spreadsheet to see where the Guide content 
currently exists and where it is located in the reorganized Guide 

• Visit the Guide Reorganization web page for full information on the Guide reorganization as well as 
additional resources 

As additional reminders: 

• The reorganized Guide will become the official authoritative version of the Guide on March 2, 2016 

http://www.freddiemac.com/uniform/unifsecurity.html
http://www.freddiemac.com/uniform/unifnews.html
http://www.freddiemac.com/uniform/unifnews.html
http://www.freddiemac.com/singlefamily/sell/e_docs.html
http://www.freddiemac.com/singlefamily/sell/e_docs.html
http://www.freddiemac.com/singlefamily/guide/bulletins/pdf/121615Guide.pdf
http://www.freddiemac.com/singlefamily/guide/bulletins/snapshot.html
http://www.allregs.com/tpl/public/fhlmc_preview_tll.aspx
http://www.freddiemac.com/ontrack/html/LearningCenter/ClassDescription.jsp?crsNum=URG
http://www.freddiemac.com/singlefamily/guide_reorganization_mapping.xls
http://www.freddiemac.com/singlefamily/guide_reorg.html
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• Changes to the current Guide layout will impact Guide references in other Purchase Documents, which will be 
updated in the future 

GUIDE UPDATES SPREADSHEET 
For a detailed list of the Guide updates associated with this Bulletin and the topics with which they correspond, 
refer to the Bulletin 2016-3 (Selling) Guide Updates Spreadsheet available at 
http://www.freddiemac.com/singlefamily/guide/docs/bll1603_spreadsheet.xls. 

CONCLUSION 
If you have any questions about the changes announced in this Bulletin, please contact your Freddie Mac 
representative or call Customer Support at (800) FREDDIE. 

Sincerely, 

 
 
Christina K. Boyle 
Senior Vice President 
Single-Family Sales and Relationship Management 
  

http://www.freddiemac.com/singlefamily/guide/docs/bll1603_spreadsheet.xls


               

  

 

SUBJECT: REORGANIZED GUIDE EFFECTIVE TODAY 
The reorganized Guide is effective with the publication of this Guide Bulletin.  

The Guide’s new structure incorporates Seller/Servicers’ recommendations and reflects how and when 
Seller/Servicers interact with Freddie Mac. The reorganized Guide is more intuitive for Seller/Servicer workflow so 
Seller/Servicers can navigate to content they need more quickly and efficiently.  

The reorganized Guide does not introduce new requirements nor does it change existing requirements. 

STRUCTURE OF THE REORGANIZED GUIDE 
The image below displays the structure of the reorganized Guide.  

 

Segments 
Rather than being divided into two volumes, all of the Guide content is now consolidated and grouped into the 
following three segments:  

• Freddie Mac – Seller/Servicer Relationship 

• Selling 

• Servicing 
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The Guide’s design places the provisions applicable to all Seller/Servicers in one central location (Freddie Mac –
Seller/Servicer Relationship Segment), and then differentiates between the provisions for selling and those for 
Servicing. Although the Guide has distinct Selling and Servicing Segments, there may be information and/or 
cross-references for Servicers in the Selling Segment and for Sellers in the Servicing Segment. 

Series and topics 
There are three distinct series of topics within each segment, totaling nine series. Highlights of topic content within 
each series and certain key reorganization impacts are listed below.    

Freddie Mac – Seller/Servicer Relationship Segment 

• Series 1000, General Contract Terms, contains contractual terms formerly in Volumes 1 and 2 including 
general representations and warranties, the representation and warranty framework and Electronic 
Transactions (as defined in Section 1401.2, Defined terms) 

• Series 2000, Doing Business with Freddie Mac, contains Seller/Servicer eligibility and other requirements 
for doing business with Freddie Mac including terms  for access and use of Freddie Mac systems and terms 
governing third-party relationships 

• Series 3000, Risk Management and Remedies, contains requirements for the management of risks related 
to the purchase and Servicing of Mortgages including remedies, the Freddie Mac Exclusionary List, the 
Freddie Mac Servicing Success Program and quality control 

The following are some key reorganization impacts in the Freddie Mac – Seller/Servicer Relationship Segment: 

• Freddie Mac systems use, including the Selling SystemSM and Freddie Mac Service Loans application, have 
moved into Topic 2400, Access to Freddie Mac Tools and Systems 

• Document Custodian requirements, formerly located in Chapter 18, have moved into Chapter 2202, 
Document Custodian and Document Custody 

Selling Segment 

• Series 4000, Mortgage Eligibility, contains requirements for the eligibility of Mortgages for sale to  
Freddie Mac including Uniform Instruments, refinance Mortgages, Home Possible® Mortgages, Freddie Mac 
Mortgage products and mortgage and title insurance 

• Series 5000, Origination and Underwriting, contains requirements for underwriting the Borrower and 
underwriting the property securing the Mortgage including methods of underwriting, Borrower eligibility, credit 
assessment, and property eligibility and appraisal requirements 

• Series 6000, Selling and Delivery, contains requirements for sale and delivery of Mortgages to Freddie Mac 
including  Freddie Mac Mortgage purchase programs, data and document delivery and post-settlement 
delivery fees 

The following are some key reorganization impacts in the Selling Segment: 

• Loan Prospector® requirements, formerly located in Section 2.2.1, are now located with other Borrower 
underwriting requirements in Topic 5100, Determining Borrower Eligibility 

• Tables, modeled on the Loan Prospector® Documentation Matrix,  for certain income, asset and related 
documentation requirements: 

 Stable monthly income requirements and income documentation requirements, formerly located in  
Chapter 37, have moved into Topic 5300, Stable Monthly Income and Asset Qualification Sources  

 Asset requirements (Borrower Funds and reserves), formerly located in Chapter 26, and asset 
documentation requirements, formerly located in Chapter 37, have been consolidated and moved into 
Topic 5500, Assets (Borrower Funds and Reserves) 

http://www.freddiemac.com/learn/pdfs/uw/docmatrix.pdf
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Servicing Segment 

• Series 7000, Transfers of Servicing, contains requirements for Transfers of Servicing 

• Series 8000, Servicing All Mortgages, contains requirements for general day-to-day Servicer 
responsibilities including investor reporting and remitting and managing custodial accounts 

• Series 9000, Servicing Default Management, contains requirements for Servicing Mortgages in default  
including collection efforts, the evaluation of a Borrower for alternatives to foreclosure, foreclosure, 
bankruptcy, REO and the reimbursement of expenses 

The following are some key reorganization impacts in the Servicing Segment: 

• Special Servicing requirements for Step-Rate Mortgages, ARMs and for Borrowers who are Servicemembers 
and their dependents have moved into Topic 8500, Servicing for Special Mortgages 

• Servicing requirements for Senior Subordinate Mortgages (as defined in Section 8601.2, Key terms and 
definitions used in this chapter) previously located in Chapter S84 have moved into Topic 8600, Servicing 
Requirements for Senior Subordinate Mortgages 

• Workout options previously located in Chapter B65 have been split into separate chapters within Topic 9200, 
Loss Mitigation: 

 Chapter 9206, Modifications, contains requirements for the following mortgage modifications: the  
Freddie Mac Standard Modification, Freddie Mac Streamlined Modification, Capitalization and Extension 
Modification for Disaster Relief (“Disaster Relief Modification”) and Freddie Mac MyCity Modification 

 Chapter 9207, Workout Mortgage Assumption, contains requirements for workout mortgage assumptions 
and simultaneous assumptions and modifications  

 Chapter 9208, Freddie Mac Standard Short Sale, contains requirements for short sales 

 Chapter 9209, Freddie Mac Standard Deed-in-Lieu of Foreclosure, contains requirements for deeds-in-
lieu of foreclosure 

 Chapter 9210, Charge-off, contains requirements for charge-offs  

The requirements for the Home Affordable Modification Program (HAMP®), previously located in  
Chapter C65, remain in a separate chapter, which is now Chapter 9205, Home Affordable Modification 
Program. 

• Evaluation hierarchy requirements and Borrower solicitation and communication requirements, formerly 
located in Section 64.6, have been divided and moved into Chapters 9102, Delinquencies, and  
9201, Freddie Mac Loss Mitigation Evaluation Hierarchy and Performance Standards     

NUMBERING  
The new numbering format of the Guide is designed to make it easier to navigate to and identify content. In the 
new numbering format, the first number represents the series, the second number represents the topic, the third 
and fourth numbers represent the chapter and any number after the decimal point represents the section.  

For example, in Section 9201.2: 

• 9201.2 – The “9” indicates Series 9000, Servicing Default Management 

• 9201.2 – The first “2” represents Topic 9200, Loss Mitigation 

• 9201.2 – The “01” represents that it is Chapter 9201, Freddie Mac Loss Mitigation Evaluation Hierarchy 
and Performance Standards 

• 9201.2 – The “2” after the decimal point represents that it is Section 9201.2, Freddie Mac Loss Mitigation 
Evaluation Hierarchy 
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EXHIBITS, FORMS, GLOSSARY AND DIRECTORY 
The exhibits, forms, Glossary and Directory have been updated to reflect cross-references to the new locations in 
the reorganized Guide. The forms, exhibits and Directory have not been renumbered.   

Also, for ease and consistency of reference, we have added definitions for the following terms to the Glossary: 

• Accounting Cycle Cutoff 

• BPO (which replaces the Glossary term for Broker’s Price Opinion) 

• DDLPI (which replaces the Glossary term for Due Date of Last Paid Installment) 

• EDR  

• FHFA 

• Guide 

• Home Value Explorer® (HVE®) 

• HUD 

• REO (which replaces the Glossary term for Real Estate Owned) 

• RHS (which replaces the Glossary term for Rural Housing Service) 

• Selling SystemSM 

• UPB  

In addition, we have revised and removed Glossary terms related to certain retired Mortgage products and 
requirements.  

REQUIREMENTS REMOVED 
We deleted outdated requirements, including:  

• Requirements pertaining to the conversion of convertible ARMs 

• Servicing requirements for: 

 Balloon/Reset Mortgages (including Chapter A83, Exhibit 81 and Forms 1034B and 1130) 

 Second Mortgages/HILs (including Chapter 81 and Form 102) 

 Window Period Mortgages 

In addition, we removed duplicative requirements and previously deleted sections and chapters. 

We replaced instructions for completing an ARM Note, previously located in Section 30.13, with a job aid 
now located at http://www.freddiemac.com/help/ss/arm_note/instructions.html. 

UPDATES IN OTHER PURCHASE DOCUMENTS AND ELSEWHERE 

Purchase Documents 
Negotiated Purchase Documents, including Master Agreements (MAs) and/or Master Commitments (MCs) and 
other Purchase Documents (such as, any additional terms applicable to the sale and/or Servicing of Mortgages) 
remain valid contracts and Sellers and Servicers may continue doing business with Freddie Mac using the same 
terms. We will be issuing, as appropriate, updated Purchase Documents reflecting references to the Guide under 
the reorganized format. We are working with Seller/Servicers on time frames for receiving the updated 
documents. Our goal is to have all MAs, MCs and Servicing provisions not in an MA updated by August 31, 2016. 

Updated terms are available today on AllRegs® for Sellers eligible to deliver Mortgages in accordance with the 
requirements of Guide Plus Additional Provisions.   

http://www.freddiemac.com/help/ss/arm_note/instructions.html
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System updates 
Loan Prospector and the Selling System will be updated in the future to reflect the reorganized Guide references.    

RESOURCES 
Freddie Mac’s Guide Position Summary (GPS) is designed to help Seller/Servicers transition to the reorganized 
Guide content. The GPS maps the former Guide content, which is now archived, to where the content is located 
in the reorganized Guide and replaces the Preliminary Guide Reorganization Mapping spreadsheet. The GPS is 
available at http://www.freddiemac.com/singlefamily/guide_reorganization_mapping.xls.  

In addition to using the GPS, Seller/Servicers are encouraged to: 

• Sign up for the Using the Reorganized Guide – An Overview  webinar which will provide an in-depth look at 
the tools and resources available to assist Seller/Servicers with the transition from the former Guide to the 
reorganized Guide 

• Visit the Guide Reorganization web page for full information on the Guide reorganization as well as 
additional resources 

• View our short video on the reorganized Guide for information on the new layout 

GUIDE PDFS 
Today, we are publishing a PDF version of the entire reorganized Guide with easy-to-use navigational 
bookmarks. The full Guide PDF enables Seller/Servicers to: 

• Save a copy of the Guide  

• Search the entire Guide (using CTRL + F)  

• Print individual pages (such as certain sections) of the Guide 

We are also publishing a separate PDF of each Guide segment (Freddie Mac – Seller/Servicer Relationship, 
Selling and Servicing) to provide Seller/Servicers with more specific options for searching and printing. 

We will publish these real-time full Guide and individual segment PDFs each time we publish a Bulletin with Guide 
updates in the future. These PDFs will replace the separate chapter PDFs that we have previously posted. 

We will also publish the full Guide PDFs quarterly on our Guide Snapshot PDF web page at 
http://www.freddiemac.com/singlefamily/guide/bulletins/snapshot.html for historical reference purposes. 

CONCLUSION 
We are focused on consistently delivering an exceptional customer experience, and making it easier for 
Seller/Servicers to do business with us. We appreciate Seller/Servicer input and we encourage continued 
feedback to help us do better business together in 2016. 

If you have any questions about the changes announced in this Bulletin, please contact your Freddie Mac 
representative or call Customer Support at (800) FREDDIE. 

Sincerely, 
 
 
 
 
Christina K. Boyle 
Senior Vice President 
Single-Family Sales and Relationship Management 

http://www.freddiemac.com/singlefamily/guide_reorganization_mapping.xls
http://www.freddiemac.com/ontrack/html/LearningCenter/ClassDescription.jsp?crsNum=URG
http://www.freddiemac.com/singlefamily/guide_reorg.html
https://youtu.be/T95DhZPM-Dk
http://www.freddiemac.com/singlefamily/guide/bulletins/snapshot.html


               

 

 

SUBJECT: SERVICING UPDATES 

This Guide Bulletin announces:  

Mortgage modifications 

 The eligibility of a Mortgage subject to an indemnification agreement for a modification, provided certain 
requirements are met – New 

Foreclosure 

 Revisions to certain State foreclosure timelines 

 The cessation of the temporary suspension of State foreclosure timeline compensatory fee assessment 
and billing in certain States 

 Additional circumstances in which it may be in Freddie Mac’s best interest to waive the right to collect a 
deficiency 

REO 

 Revisions to our payment and reimbursement requirements for real estate taxes and homeowners 
association (HOA), condominium and Planned Unit Development (PUD) dues for REO   
– June 16, 2016 

 Updates to our rollback requirements to be consistent with our Single-Family News Center article dated 
January 25, 2016 

 Additional detail regarding our REO expense reimbursement requirements following completion of a 
deed-in-lieu of foreclosure 

Additional Guide updates and reminders 

In addition to the changes listed above, we are making further updates and revisions as described in the 

Additional Guide Updates and Reminders section of this Bulletin. 

EFFECTIVE DATE 

All of the changes announced in this Bulletin are effective immediately unless otherwise noted. 

MORTGAGE MODIFICATIONS  

Mortgages subject to indemnification agreements 

To assist more Borrowers, we are updating the Guide to permit a Mortgage subject to an indemnification 
agreement to be eligible for a mortgage modification.  

If a Mortgage is subject to an indemnification agreement and is otherwise eligible for a Freddie Mac mortgage 
modification, the Servicer has discretion to approve the mortgage modification provided the following conditions 
are met: 

 The modified Mortgage retains its credit enhancement 

TO: Freddie Mac Servicers                                                                                                       March 9, 2016  |  2016-5 
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 If the Servicer is not the credit enhancement provider, the Servicer obtains in writing any required 
approval under the terms of the credit enhancement from the entity providing the enhancement to enter 
into a modification agreement. 

NOTE: Pursuant to Guide Section 9204.6, the Servicer is not eligible to receive an incentive for 
completing a modification on a Mortgage that is subject to an indemnification agreement; and   

 The Servicer remits to Freddie Mac an annual payment for the amount of all modification-related costs 
(e.g., interest rate shortfall) as calculated by Freddie Mac pursuant to Freddie Mac’s “Modification Loss 
Amount” methodology. The Modification Loss Amounts due will be calculated on a monthly basis, and 
billed on an annual basis for the life of the modified Mortgage. If the Mortgage is subject to a partial 
indemnification, each year the Servicer will be billed the appropriate percentage of the Modification Loss 
Amount that corresponds with the partial indemnification agreement. Modification Loss Amounts will be 
determined by Freddie Mac in accordance with a process described by the example below: 

1. Calculate “Original Accrual Rate” – the lesser of (i) the pre-modified Accounting Net Yield (ANY) as of the 
evaluation date; and (ii) the pre-modified Note Rate MINUS 0.35% 

2. Calculate “Current Accrual Rate” – the lesser of (i) the post-modified ANY as of the evaluation date; and 
(ii) the post-modified Note Rate MINUS 0.35% 

3. Calculate “Modification Shortfall” – the excess, if any, of (i) one-twelfth of the Original Accrual Rate 
multiplied by the pre-modified UPB; over (ii) one-twelfth of the Current Accrual Rate multiplied by the 
post-modified, interest-bearing UPB 

4. Calculate “Modification Excess” – the excess, if any, of (i) one-twelfth of the Current Accrual Rate 
multiplied by post-modified, interest-bearing UPB; over (ii) one-twelfth of the Original Accrual Rate 
multiplied by the pre-modified UPB 

5. Calculate the Modification Loss Amount – the excess of the aggregate monthly Modification Shortfall over 
the aggregate monthly Modification Excess 

This Modification Loss Amount calculation is comparable to what is used to assess the impacts of 
mortgage modifications for Mortgages included in Structured Agency Credit Risk transactions. The 
calculation example above represents how the Modification Loss Amount will be determined for any 
initial mortgage modification completed on and after March 9, 2016 for any Mortgage subject to 
indemnification. For any subsequent mortgage modification completed on a single Mortgage, the pre-
modified Note Rate used in the calculation will be the Note Rate in effect prior to the initial mortgage 
modification.  

This change will be applicable to all Borrower evaluations for any Freddie Mac mortgage modification available 
under the Purchase Documents including, but not limited to, the Home Affordable Modification Program (HAMP®), 
Freddie Mac Standard Modification, Freddie Mac Streamlined Modification, Capitalization and Extension 
Modification for Disaster Relief (“Disaster Relief Modification”) and Freddie Mac MyCity Modification.  

Guide impacts: Sections 9101.3, 9102.5, 9205.4, 9205.11, 9206.3 through 9206.6 and 9206.12 and  
Guide Exhibit 96 

FORECLOSURE  

State foreclosure timelines 

Effective for all foreclosure sales completed on and after March 1, 2016 

At the direction of FHFA and in response to our periodic review, Freddie Mac and Fannie Mae are increasing the 
State foreclosure timelines in six jurisdictions (District of Columbia, Maine, Massachusetts, New Jersey, New York 
and New York City) listed in Exhibit 83. 

Additionally, the State foreclosure timelines in 35 jurisdictions (Alabama, Alaska, Arkansas, California, Colorado, 
Connecticut, Delaware, Florida, Idaho, Illinois, Indiana, Iowa, Kentucky, Maryland, Michigan, Montana, Nevada, 
New Hampshire, New Mexico, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, Puerto Rico, Rhode 



  
  

   Page 3 
 

Island, South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virginia, Washington and Wisconsin) 
will be decreased.  

All other State foreclosure timelines remain unchanged at this time. While all updated State foreclosure timelines 
will be effective for foreclosure sales completed on or after March 1, 2016, the decreased timelines in the 35 
impacted jurisdictions will be applicable only to Mortgages with a DDLPI on or after October 1, 2015. 

Servicers should review Exhibit 83 in its entirety for the revised requirements. 

Guide impact: Exhibit 83 

Cessation of temporary suspension of State foreclosure timeline compensatory fee 
assessments in certain States  

At the direction of FHFA, Freddie Mac and Fannie Mae are ending the temporary suspension of the assessment 
and billing of State foreclosure timeline compensatory fees in District of Columbia, Massachusetts, New Jersey, 
New York and New York City that was originally announced in Bulletin 2014-19. We will resume the normal 
assessment and billing of State foreclosure timeline compensatory fees in these jurisdictions with foreclosure 
sales occurring on and after March 1, 2016. 

We are retroactively updating the State foreclosure timelines in these jurisdictions for foreclosure sales that 
occurred from January 1, 2015 through February 29, 2016 (the “Suspension Period”) as follows: 

Jurisdiction State foreclosure timeline 

District of Columbia 1,350 days 

Massachusetts 1,080 days 

New Jersey 1,170 days 

New York 1,140 days 

New York City 1,230 days 

In the near future, Freddie Mac will notify impacted Servicers via a supplemental assessment of State foreclosure 
timeline compensatory fees accrued during the Suspension Period, based on the above retroactive State 
foreclosure timelines. Servicers will be able to appeal any supplemental assessment prior to any supplemental 
billing. 

Waiving Freddie Mac’s deficiency rights 

In many jurisdictions, applicable law provides Freddie Mac the right to pursue a deficiency balance after a 
foreclosure sale. However, in some instances, it may be in Freddie Mac’s best interest to waive the right to pursue 
the deficiency. 

We are updating Section 9301.23 to provide that it may be in Freddie Mac’s best interest to waive the right to 
collect the deficiency in cases where a waiver will:  

 Expedite or result in the entry of an order confirming or ratifying the foreclosure sale by the court 

 Minimize or avoid the imposition of additional redemption, confirmation or ratification periods, if State law 
would impose such additional periods 

As a reminder, if the Servicer determines that waiving Freddie Mac’s right to pursue a deficiency is in  
Freddie Mac’s best interest, then the Servicer may use its discretion without obtaining Freddie Mac’s prior 
approval to waive Freddie Mac’s right to pursue a deficiency. 

Guide impact: Section 9301.23 
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REO 

Property taxes and HOA, condominium or PUD dues during the REO holding period 

Servicers must comply with the revised requirements below on and after June 16, 2016; however, Servicers are 
encouraged to implement these changes as early as possible. 

Payment requirements 

In response to Servicer feedback, we are updating the Guide requirements outlining when Servicers must pay 
real estate taxes and homeowners association (HOA), Planned Unit Development (PUD) and condominium dues 
(collectively, “taxes or dues”) during the REO holding period (i.e., the time period from Freddie Mac’s acquisition 
of the property to the sale of the REO). The revised requirements are designed to eliminate, or at least minimize, 
the duplication of the payment of the taxes or dues by the Servicer and the Freddie Mac REO closing agent.  

Duplication of the payment of the taxes or dues occurs when taxes or dues paid by the Servicer are listed as 
outstanding on the REO closing documents and the Freddie Mac REO closing agent pays these “outstanding” 
items as part of the REO sales process. The continued listing of the taxes or dues that were previously paid by 
the Servicer on the closing documents is often the result of the taxing authority or association not having enough 
time to update their records to reflect the Servicer’s payment of these items. Accordingly, the new requirements 
as outlined below and in Section 9603.13(a), are intended to avoid the payment of taxes or dues by the Servicer 
close to the sale of the REO and, in turn, increase the likelihood that the information in the closing documents will 
be accurate. 

Under the new requirements the Servicer must: 

 Continue to pay real estate taxes and dues as they become due during the REO holding period  

 Monitor REO Manager® (which can be accessed via http://www.freddiemac.com/singlefamily/service/) for 
the issuance of a “Sale Pending” property status for the REO – New 

 Stop making such payments once a sale pending status has been issued – New  

 Notify the closing agent of any payments that may not be reflected in the closing documents – New 

 Resume making payments, including any missed payments, if notified within REO Manager that the sale has 
been canceled or if directed to in writing by Freddie Mac – New 

Guide impacts: Section 9603.1, 9603.10 and 9603.13 and Directory 6 

Reimbursement requirements 

While the above requirements should eliminate the duplication of tax or dues payments during the REO holding 
period, it is possible, in limited instances, that duplication of such payments will still occur. Accordingly, we have 
updated the Guide to allow for the reimbursement of duplicate real estate taxes or dues if the Servicer has 
complied with the new payment requirements and applicable requirements in Guide Chapter 9701. Any late fees, 
penalties or interest paid by the Servicer that were a direct result of the Servicer’s cessation of real estate tax or 
dues payments in accordance with the new requirements will also be eligible for reimbursement. 

Guide impacts: Sections 9701.6 and 9701.10 

Rollbacks 

As announced in our Single-Family News Center article dated January 25, 2016, Servicers are now able to 
directly change the reporting of a third-party foreclosure sale to an REO without submitting a rollback request via 
Guide Form 106. We are updating the Guide to reflect these changes. 

We are updating Section 9301.39 to advise that the Servicer does not need to request a rollback if the Servicer 
reported that the property was purchased by a third party at the foreclosure sale (erroneously or otherwise), but 
needs to report that Freddie Mac acquired the property at the foreclosure sale. Instead of requesting a rollback, 
the Servicer must re-report the foreclosure sale results within one Business Day of the Servicer’s determination 
that Freddie Mac acquired the property at the foreclosure sale. 

http://www.freddiemac.com/singlefamily/service/
http://www.freddiemac.com/singlefamily/news/2016/0125_reporting.html


  
  

   Page 5 
 

Guide impacts: Sections 9301.38 and 9301.39 

Reimbursement of certain REO expenses 

To increase Servicer efficiencies when requesting reimbursement of REO expenses following completion of a 
deed-in-lieu of foreclosure (DIL), we are updating the Guide to provide more detail on the requirements for 
expense reimbursement for certain REO expenses. 

The Servicer must complete the workout settlement pursuant to Section 9209.8 for reimbursement to occur for the 
following REO expenses following completion of a DIL: 

 Expense code 404008 (Deed-in-Lieu Property Inspection) 

 Expense code 500002 (Deed-in-Lieu Subordinate Lien Payment) 

 Expense code 013005 (Deed-in-Lieu Borrower Relocation Assistance) 

All other REO expenses may be reimbursed prior to completion of the workout settlement in accordance with 
Section 9701.5. 

Guide impacts: Section 9701.5 and Exhibit 74 

ADDITIONAL GUIDE UPDATES AND REMINDERS 

Exhibit 1145 

Effective June 1, 2016 

Based on industry feedback and in an effort to provide Servicer efficiency, we are updating Exhibit 1145 to include 

the Frequently Asked Questions and Beware of Foreclosure Rescue Scams Notice relating to the Borrower 

contact and solicitation requirements announced in Bulletin 2015-22.   

Additionally, we are correcting Freddie Mac’s My Home web site address to http://myhome.freddiemac.com. 

Guide impact: Exhibit 1145 

Reminder: Condominium Project and PUD insurance  

Effective August 1, 2016 

As announced in Bulletin 2016-3, we are revising certain Condominium Project and PUD insurance requirements. 

While these revisions impact Sellers, Servicers should familiarize themselves with the changes and note that 

Chapter 8202 has been updated. 

Guide impacts: Sections 8202.2 and 8202.6 

GUIDE UPDATES SPREADSHEET 

For a detailed list of the Guide updates associated with this Bulletin and the topics with which they correspond, 
refer to the Bulletin 2016-5 (Servicing) Guide Updates Spreadsheet available at 
http://www.freddiemac.com/singlefamily/guide/docs/bll1605_spreadsheet.xls. 

http://myhome.freddiemac.com/mortgage-help/faq.html
http://myhome.freddiemac.com/mortgage-help/avoid_fraud.html
http://myhome.freddiemac.com/
http://www.freddiemac.com/singlefamily/guide/docs/bll1605_spreadsheet.xls
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CONCLUSION 

If you have any questions about the changes announced in this Bulletin, please contact your Freddie Mac 
representative or call Customer Support at (800) FREDDIE and select option four for Servicing. 

Sincerely, 

 
 
 
 
 
Yvette W. Gilmore 
Vice President 
Servicer Performance Management  
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