HUD’S NATIONAL SERVICING CENTER

‘t.\_‘i.'l“f'"'_h C'p
‘Q‘
\‘L'-
& 0
La .n"-
= * .:“
b

Delinquent Servicing
Scoring Model

(Formerly SPS)

Servicer Narrative

FY2012 Quarter 3 Update



Table of Contents

OVERVIEW AND OBJECTIVES ....ittuiiiitniiiienieiienieiiessioiisssioiisnsioimsssiesssssietsssssssssssssssssssssssssssssssssssssssssssssssssassssssnsssssanne 4
GUIDE TO THIS NARRATIVE......cittutititteiiiiteniiiienieiiessiiissssieissssieissssieissssisisssssstsssssstsssssstssssssssssssstsssssstenssssssnssssssnssssssnsnss 4
WHO WILL BE SCORED ......ccccuieittenertenniertensiereenssereenseesessssessasssessanssessnsssessssssssssssssssnssssssnsssssanssssssnsssssanssssssnsssssansssssannnns 4
SERVICER VERSUS SUBSERVICER VERSUS HOLDER........cccccetttuiertenniertenniereensiereensiersanssessnnssessnssssssnssssssnssssssnssssssnssssssnsnns 5
OPTING OUT ..ciiiiiiiiiiiiiiieeiiieeeiiiensieiiessieisessiesssssiessssssstsssssssssssssssssssssssssssssassssssssssssssssssssasssssssssssssnssssssnssssssnssssssnsssssanne 5
SCORING PROGCESS......ccccieittnnertennertennsereenssereanssersesssesssnsssssssssessssssessnssssssnssssssssssessnssssssnnssssanssssssnnsssssnnsssssnsssssansssssannnns 6
PUBLIC AVAILABILITY OF SCORES AND GRADES .......ccceciettttniertenniertenniertensiestensessenssesssnssesssnssessanssessanssessanssessanssesssnsseses 6
INCREASED INCENTIVES....c.uciitiiiiiiniiiienneiiensioiiensietisnsesisnsostsnsesssnssesssnssssssnsssssssssssssnssssssssssssansssssanssssssnsssssansssssanssssss 6
NOTIFICATION OF SCORES .....cccuiiiiteniiiitnniiiinneiiiiensieiiensieiiensiosiensostsnssesssnssesssnsssssssssssssnssssssssssssansssssanssssssnsssssanssssssnssssss 7
CONTACT INFORMATION....cceeuietrennertennerrenssersenssersenssesssnssesssnssesssnssssssssssssanssssssnssssssnsssssnsssessnssssssnssssssnnssessnnssessnnssssanne 7
ELEMENT: FORECLOSURE PREVENTION ....iiceuiiiitmeiiiiennieiiensieiiensieiiensiesisnsiosssnsesssnssssssnssssssnsssssansssssanssssssnsssssansssssanssssss 9
DIATA SOURCE .ttt e aneaeaaannnanannnnnnnnnnnnnnsnnnsnnnnnnnnnnnnnnnsnnnsnsnsnnnnnsnsnnnsnnnsnnnsnnnsnnnnssnsnnnnnsnnnnnnnnnnnnnnnnnnnnnnnne 9
ELEIVIENT PURPOSE. ... uuuuuuuuuuuuununnnunnnunnannnnennnnnnnnannnnnnnnnnnnnnnnnnnnnnsnnnnnnnnnsnsnnnnnnnsnnnnnnnnnnnnnsnsnnnsnnnnnnnnnnnsnnnnnsnsnnsnnsnnnnnsnnnnnnnnnnnnnnnnnnn 9
ELEMENT DESCRIPTION ..utuuuuutuuuuunnenunnnnnnnnnnnnnnnnnnnnnnnnnsnnnnnnnsnnnsnnnsnsnnsssnnsnssssnsssnnsssssssnsnssssssssnsssssssssssssssnssssnsssssnssnsssnnnsnsnnsnnnnnnnnnne
BENCHMARKS ... ttutuenunenenunanenennnnnnnnsanennnnnnsnsnnsnsnnnsnsnnsnnnnnsnnnnssssssssssssssnnsssssssnssnssssssssssnssssssssnssnssssssssnnssnsnssnssnsssnsssnssnnnnsnnnnnnnnne
SUGGESTIONS TO INCREASE THE SCORE
HOW TO CALCULATE .. tutututttututnuuuuunnnunnannnnnnnennnnnnnnnnnnnnnnnnnnnnnnnnnnnnnsnnnsnnnnnnnsnsnsnnnsnnnnnsnnnnnnnsnsnnnsnsnnnnnsnnnsnnsnnnnsnnnnnnnnnnnnnnnnnnnnnnnnnne
ELEMENT: REDEFAULTS ...ccuiiiiiiiiiteniiiitenetieenetiensestenssestsnssosssnssssssnssssssnssssssnssssssnssssssnsssssanssssssnssssssnsssssanssssssnssssssnnsns
DIATA SOURCE .uuuuuuuuunuuinnnntnnnunnunnna e nannnnnnnnannnnnnnnnnnnnnnnnnnnnnnnsnnnnnnnsnnnnnsnsnsnsnsnnnsnnnnnnnsnsnnnsnsnnnnnnnnnnnnsnnsnsnnnnnnnnnnnnnnnnnnnnnnnnnne 17
ELEIVIENT PURPOSE. .. uuuuuuuuutuuutnnnunnnennnnntnnnennnennnennsnnnnnnnsnnnnnnnnnnsssssssssssssssssssssnsssssssssssssnsnsssnsssssnsssssssnnnsnnsssnnssnsnnssnsnsnnnnnnnnnnnnnnne 17
ELEMENT DESCRIPTION ..uuuuuuuuuuneuuunnnnnnnnnnnnnnnnnnnnnnnnsnnnnnsnnnnnnnsnsnssnnsnssnssssnsnnssssssnsssssssssssnnsnsssssnssnssssssssnnssnssssnssssssssnsssssnnnsnnnnnnnnne 17
BENCHMARKS ... ttttueuenenunenannnenennnnnennnensnnnnsnnnnnnnnnnsnnnnsnnnnssnssnssssssssssssssnnsnssssssssnssssssssssnssssssssnssnssssssssnnssnsnssnssnssnssnnnnnnnnnsnnnnnnnnne 18
SUGGESTIONS TO INCREASE THE SCORE ...eeeveverereeererererereeereseeesesesesesesesesesesesesesesesessseseseseseseseseeeseeeseseeeresetererererereree... 18
How TO CALCULATE
ELEMENT: SINGLE FAMILY DEFAULT MONITORING SYSTEM (SFDMS) REPORTING......ccccceeeeeeeeneeeeenneeesessesssssssssssssnnnns 21
DATA SOURCE .evtvtuuieeeeetettttieeeeeeseertuieseeersestsnenaseeessssssnnsaseeessssssnnesessssssssnnsasessssssssnnsesessssssssnnsessssssssnnseseessssssnnnessesssssssnnneeseses
E L EIVIENT PURPOSE. .. uuutuuututuuutntnnnnntnunentannenenenenenenennnanssnnsnsnsnnnsssssnsssssssssssssssnsssssssssssnsnsnsssssssssnssssssssnnssnsssnnssnsssnsnsnnsnnnsnnnsnnnnnnn
ELEMENT DESCRIPTION ..uuuuuuuuuunsuunnnnnnnnnsnnnnnnnnnnnnnsnsnnnnnsnnnsnnnsnnssnsssnsnnssssssnsssssnsssssssssssssnsssssssssssnssssssssnsssnsnssnssssnsssnnnssnnnnsnnsnnnnnnn
BENCHMARKS ... uutuuuuuuunnnnunnnnnnnnnnnnnannnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnsnsnsnsnsnsnnnsnnnnnsnsnnnsnnnnnsnnnnnnnsnsnnssnsnnsnnsnnnsnnsnnsnsnnnnnnnnnnnnnnnnnnnnnnnnnne
SUGGESTIONS TO INCREASE THE SCORE ...evvvevevererererererereresesesesesesesesesssssssssesssesssssssesssssssssssssessssssesseseseseseseseserersserermrerer.
PART 1: PULL DEFAULT REPORTING NUMBERS FROM NEIGHBORHOOD WATCH.........cceeiiiiiiiiiiiiiicc e
PART 2: PULL THE NUMBER OF DELINQUENT CASES FROM NEIGHBORHOOD WATCH. .......ccceevvvieieieieieieieeeceeeeeeeeeees
PART 32 CALCULATE THE SCORE. ....uuueeereertuueeseeerersssuaaseesssssssnaeseesssssssnnsesessssssnsnnsesessssssnnesesessssssnseesesssssssnnneessssssssnnneeesssssssen 27
ELEMENT: LOSS MITIGATION ENGAGEIMENT ....cccuetteenierrennerrennserrenssersenssessenssessenssssssnssessenssessanssssssnsssssanssssssnsssssannnns 28
DIATA SOURCE .uuuuuuuuuuununnnnunnnnnnnnnnnnnnnnnnnnnnnannnnnnnnnnnnnnnnnnnsnnnnnnnnnnnnnsnsnsnnnsnsnsnnnssnnnnnnsnsnsnnnnnsnsnsnsnsnnnsnnnnnsnnsnssnsnnnsnsnnnnnnnnnnnnnnnnnnnne 28
ELEIVIENT PURPOSE. ... uuuuuutuuutununnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnsnnnnssnnnssnnsnsnsnsnnsnnsnsnnnsnsnnnnnsnsnnssnsnnnnnsnnnsnnnnnsnsnnnsnsnnnnnnnnnnnnnnnnnnnne 28
ELEMENT DESCRIPTION ..uuuuuuuuuuuuuunnnnnunnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnsnnnnnnnnnnnsnsnnnsnnnnnnnsnnnnnnnsnsnnssnsnnnsnsnnnsnnsnssnsnnnsnsnnnnnnnnnnnnnnnnnnnnn 28
BENCHMARKS ... tututuuueunnennnnnnnnnnnnnnnannnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnsnnnsnsnnnsnnnsnnnnnnnsnnnsnnnnnsnsnnnnnsnsnnssnsnnnnnsnnnsnnsnsnnsnnnnnsnnnnnnnnnnnnnnnnnnnne 29
SUGGESTIONS TO INCREASE THE SCORE ..vvvuuueeeeerrrursneseeeeseerssneeeeesssssssnnesesssssssssnnesessssssssnnsesessssssssnsesesssssssnneeessssssssnnneeesssssssnnnens 29
PART 1: CALCULATE THE CLAIMS WORK-OUT RATIO (WO RATIO) .....cvviiieiiiieciiieeeetiee ettt e e ettt e e eeateeeeeatee e esabeeeaentaeaeeanasaeenreeans 30
PART 2: CALCULATE THE REPORTED ENGAGEMENT RATIO........cooiiiiiiiiiiiiiiii e,

PART 3: CALCULATE THE LOSS MITIGATION ENGAGEMENT SCORE
EXTRA CREDIT .. cceuiitttuiiiiennieitenneetenniertenssesssnssesssnssesssnssesssnssssssnssssssnssssssnssssssnssssssnssssssnssssssnssssssnssssssnsssssansssssannsssssnnans

WHAT QUALIFIES FOR EXTRA CREDIT ..vvttttterteesuurureeesssesonsrereeesssssossseseeesssssssssssesesessssssssssesesssssssssssssesssesssssssseessssssssssseesssssssnses 33
STAFF ATTENDANCE/COMPLETION REQUIREMENTS ....vveeetrieitreeeteeesseeesseesareessseessseeesseesseessseesosessssessnsessssessnssesssessssessssessssessssessns 33
HOW TO RECEIVE THE EXTRA CREDIT ..uuuuuuuuuuuuuuuuuuuuuunnuananannnananannnsnnnsnnnsnsnsnnnsnsnsnsnsnsssnsssnnnsnsnsnnssnsnsnsnsnnnsnnssssnssnnnssnnnsnnnnnnsnnsnnnnnns 33
AADDITIONAL EXTRA CREDIT ..tvtuuuvuvuuutusuuususususssssssssssasssssssssssasssssssssssssssssssssssssssssssssssssssssssssssnssnssnsssnnssnsssssnssnsssnnsnnsnnnnnsnnnnnsnnnnns 34
APPENDIX A: WHERE TO FIND YOUR DATA ......ceeeecciiiiieetiensieesireennssssssssseeenmssssssssssssnnnsssssssseesnnssssssssssssnnanssssssssssnnnnns 35
APPENDIX B: NEIGHBORHOOD WATCH DATA TO DOWNLOAD .....cccceetiiiiiimnmmnnsssnniissssssssssssiimssssssssssssssssssssssssssssssssses 36



Table of Contents

APPENDIX C: AUTO-EXTENSIONS ......coocciiiiiiiiiiiiiiiinniiiiieiiiissssiiieeiisssssssieeeiissssssssseessisssssssssseesissssssssssssessssssssssssans 37
APPENDIX D: DOWNLOAD A LIST OF YOUR CLAIMS PROCESSED........cccoccumiiirriiisisnnniiieninssssnnnnneenisssssssnseesisssssssne 38
APPENDIX E: OPEN DEFAULTS REQUIRING FURTHER SFDMS REPORTING PER NEIGHBORHOOD WATCH..........ccceeeues 40
REVISION HISTORY ....iiiiitiiiiiiiinitiiiiiiiininneeeesissseansssssssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssnnssassssssssnns 45



Introduction

OVERVIEW AND OBJECTIVES

The National Servicing Center’s delinquent servicing scoring model also known as SPS has been created and
established in order to accomplish the following:

e Determine servicer compliance with HUD/FHA delinquent servicing guidelines and regulations in
the areas of early delinquency intervention, loss mitigation engagement quantity and quality,
and Single Family Default Monitoring System (SFDMS) reporting.

e Protect borrowers from servicer non-compliance with HUD/FHA delinquent servicing guidelines
and regulations.

e Alert HUD to potential servicer-specific or industry-wide delinquent servicing issues.
This model utilizes four scoring elements in order to quantify this compliance:
(1) Foreclosure Prevention
(2) Redefaults
(3) SFDMS Reporting
(4) Loss Mitigation Engagement

This narrative details the calculations for all four scoring elements, why and how we are looking at these
elements, when and from which sources the data comes, suggestions to increase your scores, how to
contact us, and much more.

GUIDE TO THIS NARRATIVE

All changes are tracked in the revision history at the end of this document. However, in order to make it
easier to determine updated information with each new release (and to help us keep our sanity), the
following symbols will appear next to the most recent applicable updates.

‘ Level 1 - Brand new section, item or criterion.
2 ) Level 2 - Major update to existing section, item, or criterion.

3 /) Level 3 - Small update to the existing section, item or criterion.

WHO WILL BE SCORED

In order to be scored, a mortgage servicer must meet the following criteria:
1) Approved to service single family loans.

2) Servicer of record for a seriously delinquent portfolio of 5 loans or more as reflected in
Neighborhood Watch for the last month in the scoring quarter.

If your company meets these criteria but also meets the following criteria, your company will have the
option to opt-out. If your company has this option available, it is noted on the first page of the scoring
announcement letter along with your company’s score.
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v' Servicer of record for a seriously delinquent portfolio of at least 5 loans but less than 25 loans as
reflected in Neighborhood Watch for the last month of the scoring quarter.

If a servicer chooses to opt-out, it is not eligible for increased incentives for the following year, and that
servicer’s scores will not be made available on a public website.

SERVICER VERSUS SUBSERVICER VERSUS HOLDER

For the purposes of quantifying delinquent servicing effectiveness, the servicer of record is the entity that is
scored. This is the entity interacting with the borrower and making the decisions regarding the delinquency
process. If your company has a subservicer relationship/agreement with a company that owns the servicing
rights to the loan, HUD still considers your company to be the servicer of record if your company does the
following:

e Collects payments from the borrower, and
e Disburses taxes and insurance, and

e Remits MIP. In fact, if your company remits the MIP under your company’s HUD Lender ID, your
company will be automatically listed as the servicer of record.

If a company performs only the default servicing, default reporting, and/or claim filing, etc., that company
should be doing the activity under that servicer of record’s ID.

Owning the servicing rights but not doing these activities does not make the company the servicer of
record. If all a company has is the servicing rights but does no actual servicing activities, that company may
be listed as the holder of record if that company wishes to receive claim payments.

OPTING OUT

A servicer many choose to opt-out as long as that option is available according to the most recent quarterly
scoring announcement letter. In order to exercise its option to opt-out, a servicer must

v Submit the request via email to sfdatarequests@hud.gov no later than October 31. Please enter
“SPS Opt-Out” in the subject line and include your company’s 5-digit HUD Lender ID.

v Once your request has been verified, you will receive a confirmation email that your company has
opted-out of scoring for the fiscal year.

v Please be advised that opting out for one fiscal year of scoring does not carry over to the next and
will have to be resubmitted, verified, and confirmed.

We will continue to issue scores to all eligible servicers. If your company meets opt-out criteria and has
exercised the option to opt-out, the scoring announcement letter is for informational purposes only, which
will be stated on the letter.
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SCORING PROCESS

Scores will be issued to each eligible servicer via hard copy letter after the conclusion of each fiscal year
quarter.

QUARTER 1 OCTOBER, NOVEMBER, & DECEMBER = ANTICIPATED TO BE ISSUED ON OR AROUND
FEBRUARY 15

QUARTER 2 JANUARY, FEBRUARY, & MARCH ANTICIPATED TO BE ISSUED ON OR AROUND
MAY 15

QUARTER 3 APRIL, MAY, & JUNE ANTICIPATED TO BE ISSUED ON OR AROUND
AUGUST 15

QUARTER 4 JULY, AUGUST, & SEPTEMBER ANTICIPATED TO BE ISSUED ON OR AROUND
NOVEMBER 15

e Please be advised that our systems take some time to refresh, particularly those involving SFDMS
reporting data, and therefore, scores will not be immediately available at the quarter close. You
should expect anywhere from about four to six weeks before receiving your scores for the previous
quarter.

e Fiscal year end final scores may take a bit longer due to final reviews and approvals.
e Element Scoring Process

v Foreclosure Prevention and Redefaults: Case level scores are averaged for a monthly score.
Monthly scores are averaged for each quarter. Yearly scores are the average of the four
quarters.

v SFDMS Reporting and Loss Mitigation Engagement: Ratios for each month are averaged for
each quarter. Yearly scores are the average of the four quarters.

PUBLIC AVAILABILITY OF SCORES AND GRADES

Please be advised that all scored servicers including those that have not chosen to opt-out will have their
names and scores published on HUD’s website at the close of each fiscal year scoring when final
announcement letters are sent. No scores will be publicly available until that time.

INCREASED INCENTIVES

In the future, this scoring model may be used as the basis for determining increased incentive payments to
servicers; those servicers earning an “A” would be eligible. The discontinuation of TRS incentive payments
and the transition to incentive payments tied to this scoring model will be announced via mortgagee letter
should this occur. Until such time, the Tier Ranking System (TRS) remains as the official basis for
determining increased incentives.
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NOTIFICATION OF SCORES

Hard copy announcement letters containing scores and grades for each quarter are sent to the contact
identified by your company that we have on file.

If no contact was ever provided, the letters are sent generically to the president of your company.

Currently, we are sending out only one hard copy letter per company.

‘ We are also pleased to announce expanded distribution of the announcement letters if your company
agrees to go paperless.

Soft copies of the announcement letters will be emailed to up to 10 designees in lieu of a hard copy
letter sent through the mail.

Additionally, there is opportunity for extra credit if you choose this distribution method (see Extra
Credit).

Please be advised that if you have previously emailed us with questions, comments, or requests,
and/or previously requested an email distribution, you will need to submit this to us again formally
so we can make sure our records are up to date. We will also log your extra credit at that time.

See Contact Information for how to request this.

‘ As a servicer of record, you may also request a breakdown of your scores by the holder of record.

This breakdown will be for foreclosure prevention, redefaults, and the work-out ratio of loss
mitigation engagement.

Reporting and the reported engagement ratio cannot currently be broken out by holder.

See Contact Information for how to request this.

CONTACT INFORMATION

If you need to contact us for additional information, please take the following actions. If you want multiple
items, you can include them in the same email, but just make sure to reference what you want.

What Do You Need? Action to Take

Go Paperless! Email sfdatarequests@hud.gov

Subject Line: SPS Go Paperless

Include:
v’ 5 digit HUD Lender ID
v Up to 10 names and email addresses to which you wish to have the quarterly
announcement letters delivered as well as other blast updates and other
communication regarding scoring.



mailto:sfdatarequests@hud.gov

Introduction

Update Your Company’s Contact
Information

Email sfdatarequests@hud.gov

Subject Line: SPS Contact

Include:

v' Name

Title

Lender Name

5 digit HUD Lender ID

Address (if different than addressed)
Phone Number

AN N N NN

Soft Copy of Your Company’s
Scoring Announcement Letter

Email sfdatarequests@hud.gov

Subject Line: SPS Soft Copy Letter Request
Include: 5-digit HUD Lender ID

Soft Copy of Holder of Record’s
Scores for a Specific Servicer of
Record

Email sfdatarequests@hud.gov

Subject Line: SPS Holder Scores Request

Include: 5-digit HUD Lender ID for the Servicer of Record as well as the specific 5-
digit HUD Lender ID(s) for the Holder(s) of Record requested.

Your Company’s Data

Email sfdatarequests@hud.gov

Subject Line: SPS Data
Include: 5-digit HUD Lender ID

Other Questions or Comments

Email sfdatarequests@hud.gov

Subject Line: SPS

Include: 5-digit HUD Lender ID & your question(s) and/or comment(s).

Reconcile your Portfolio

Go to the website
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/nsc/por
trecon for instructions on resolution to these issues.

Send a Hard Copy Letter

Hard copy letters can be sent to the Department of Housing and Urban
Development, 301 NW 6" Street, Suite 200, Oklahoma City, OK 73102-2807.
Please also address any hard copy letter to the attention of NSC Branch 1 SPS to
ensure proper processing and include your company’s 5-digit HUD Lender ID.
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Foreclosure Prevention — What You Need to Know

ELEMENT: FORECLOSURE PREVENTION

Data Source

All data comes from SFDMS Reporting. You will need to use your own servicing histories and SFDMS reports
to calculate your scores if you are self-monitoring.

Element Purpose

R/

%+ 24 CFR 203.606 states that a servicer should not initiate foreclosure until at least three full monthly
installments are past due (unless there is a qualifying exception that allows for acceleration of the
foreclosure process).

R/

¢ 24 CFR 203.355 states that a servicer should initiate foreclosure within 6 months from the date of
default (i.e. 8 months from the oldest unpaid installment).

We know not every borrower will respond to collection efforts, not every borrower will qualify for loss
mitigation, and not every borrower will be able to reinstate his/her loan, but accelerating the foreclosure
process makes it more difficult for the borrower to participate in any loss mitigation and to reinstate the
loan.

While we still expect timeframes to be met for filing the first legal, this element is scored on the timeliness
of foreclosure initiation and the attempts at intervention prior to the action.

Element Description

Evaluate a servicer’s foreclosure initiation timeframes and intervention practices. This is achieved by
reviewing all cases in which a new first legal action was reported during a default episode and all of the
reported intervention activities that occurred before the first legal within that default episode. Intervention
activities are examined since this is the only way a servicer can actively attempt to prevent a foreclosure.

The scoring structure has been designed so that points can be earned in different ways including initiating
foreclosure in accordance with CFR, attempting various loss mitigation tools, reporting a borrower as
ineligible for loss mitigation, and non-borrower occupancy. However, as the default episode progresses and
more time passes until the first legal action is taken, the impact of the non-borrower occupancy in
foreclosure prevention becomes less and less, so the possible points that can be earned associated with
non-borrower occupancy becomes less and less.



Foreclosure Prevention — What You Need to Know

Benchmarks
Grades are assigned based upon a 10 point scale.
Foreclosure Prevention % Assigned Grade
90% -100+% A
80% -89% B
70% -79% C
60% - 69% D
Less than 60% F

Suggestions to Increase the Score

v' Report correctly, including occupancy status codes and oldest unpaid installment dates, particularly
if the oldest unpaid installment date was advanced during the month the first legal action was
taken.

Make sure to report the actual oldest unpaid installment date as of the first legal action when
reporting the default status code 68.

v" Do more loss mitigation and report it.

v" Utilize allowed for auto-extensions and do not initiate foreclosure to meet a non-extended deadline
if the borrower is in loss mitigation. See Appendix C for more information on auto-extensions.

v' Report AQs properly to signify the failure of an attempted loss mitigation action.

10



Foreclosure Prevention — How to Calculate

How to Calculate

1)

Pull a list of cases that were reported first legal actions (default status code 68) for the first time

within a default episode for the current scoring month.

You will also need to determine the occupancy status code reported with the code 68 as well as the
number of months delinquent as of the code 68.

Quarter Scoring First Time in Episode Also Need Data For
Month First Legal Filed
Default Status Code 68 Reported for
Cycle
Q1 October 10/31 of current year
November 11/30 of current year
December 12/31 of current year
Q2 January 1/31 of current year
February 2/28 (2/29) of current year e Number of months
delinquent as of the status
March 3/31 of current year code 68
Q3 April 4/30 of current year e Occupancy status code
May 5/31 of current year reported as of the status
code 68
June 6/30 of current year
(o} July 7/31 of current year
August 8/31 of current year
September 9/30 of current year

Regardless if you report the default status code 68 multiple times in the default episode or if it
becomes necessary to restart the foreclosure after an interruption such as bankruptcy or to amend
a complaint, only the first 68 reported within a default episode triggers the evaluation for this

Only the first

65

First Legal Action to Commence Foreclosure

reporting in the
episode triggers

element.
1072011 030109 32
11/2011 030109 33
122011 030108 | 34
1/2012  |03/0109 34
22012 030109 36

65

58

65

65

First Legal Action to Commence Foreclosure
First Legal Action to Cormmence Foreclosure
First Legal Action to Commence Foreclosure

First Legal Action to Commence Foreclosure

the evaluation.

11
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The number of months delinquent is based upon the oldest unpaid installment date included in your
SFDMS reporting. You can find the number of months delinquent on a case-by-case basis in
Neighborhood Watch, under queries, case status.

Reporting OUl Date # Months

. . Delinguent Status Delinguent Status Definition
Period Delinquent
112010 11/01/10 1 42 Delinguent ™
12/2010 12/01/10 1 12 Repayment Previous Default
12011 01/01/11 1 12 Repayment > Episode — Not
Evaluated
202011 02/0111 1 12 Repaymem
32011 [04/01M 0 98 Reinstated After Loss Mitigation Intervent
472011 |04/01/1 1 42 Delinquent
472011 |04/01M 1 12 Repayment
52011 04/01M 2 12 Repayment
6/2011 04/01/11 3 12 Repayment
72011 0501 3 12 Repayment
8/2011  |05/01/11 4 12 Repayment
92041 (050111 | & 09 Special Forbearance Default Episode
Evaluated
10/2011 |06/01/11 g 09 Special Forbearance
112011 |06/01/11 6 09 Special Forbearance
12/2011 |06/01/11 7 09 Special Forbearance
12/2011 |06/01/11 7 Al Loss Mitigation Option Failure
1/2012  |06/01/11 g AQ Loss Mitigation Option Failure
22012 060111 | 9 A0 Ingligible for Loss Mitigation This event
A triggered the
32012 06/01/M 10 68 First Legal Action to Commence Fareclosure evaluation. The
Months
Delinquent is 10.

Assess points for the number of months delinquent as of the first legal action. This is based on a
sliding scale detailed in the table below.

Assess additional points for non-borrower occupancy if reported with the new first legal action. This
is also based on a sliding scale and detailed in the table below.

A non-borrower occupancy is considered to be a reported occupancy status code of

= QOccupied by Renter/Tenant
= Known to be Vacant
=  Adverse Occupant

Reporting Unable to Determine Occupancy/Unknown is not considered to be non-borrower
occupied, since the property may very well be occupied by the borrower.
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Foreclosure Prevention — How to Calculate

Months Delinquent at 68 | Months Delinquent Points Non-Borrower Occupied
Points
0 0 0
1 20 20
2 40 20
3 60 20
4 65 15
5 70 10
6 75 5
7 78 2
8 80 0
9 and up 80 0

4) Determine which cases had any of following codes reported between the opening of the default
episode and the reported first legal action. Multiple reporting of the same code only gets counted
one time.

= |neligible for Loss
Mitigation (AO)
= Repayment Plan (12)

= Trial Payment Plan (08)
= Special Forbearance (09)

= Partial Claim Started (10)
= Modification Started (28)
= Preforeclosure Acceptance

Plan Available (15)
= Deed-in-Lieu Started (44)

= FHA-HAMP Trial
Moadification Plan (39)

= FHA-HAMP Modification
Started (41)

v" Each attempt at loss mitigation up to three attempted actions gets five points each for a
total of 15 points possible.

v Areported Ineligible for Loss Mitigation (AO) also gets five points.

The following table shows total points available based on the number of months delinquent at the
time of the reported first legal action.

Months Months Non-Borrower Ineligible for Loss Mitigation Actions Total Points
Delinquent at Delinquent Occupied Points Loss Mitigation Points Available
68 Points Points
0 0 0 5 5 x # of Actions up to 3 20
1 20 20 5 5 x # of Actions up to 3 60
2 40 20 5 5 x # of Actions up to 3 80
3 60 20 5 5 x # of Actions up to 3 100
4 65 15 5 5 x # of Actions up to 3 100
5 70 10 5 5 x # of Actions up to 3 100
6 75 5 5 5 x # of Actions up to 3 100
7 78 2 5 5 x # of Actions up to 3 100
8 80 0 5 5 x # of Actions up to 3 100
9 and up 80 0 5 5 x # of Actions up to 3 100

13




Foreclosure Prevention — How to Calculate

Based on this schedule of points, the case previously shown above from Neighborhood Watch earns
a score of 95%, which is arrived at by 80 installment points + 5 AO points + 10 Loss Mitigation Action
points (repayment plan 12 and special forbearance 09).

5) If a caseis found to be dual tracked, the points will automatically be zero. Dual tracked cases are
those that fall into two specific scenarios.

Default Cycle Scenario 1 Scenario 2

Two Cycles Prior Loss Mitigation Loss Mitigation

Once Cycle Prior Loss Mitigation Loss Mitigation

Cycle of First Time Episode First Legal Action to Commence First Legal Action to Commence
68 Reported Foreclosure Foreclosure AND Loss Mitigation
Next Consecutive Cycle Loss Mitigation Any Code

For these purposes, loss mitigation is limited to the following codes:

= Trial Payment Plan (08) = Partial Claim Started (10) = FHA-HAMP Trial
= Special Forbearance (09) = Modlification Started (28) Modification Plan (39)
= Preforeclosure Acceptance = FHA-HAMP Modification
Plan Available (15) Started (41)

Repayment plan (12) and both deed-in-Lieu started (44) and completed (47) are not considered to
be dual tracked if reported in conjunction with foreclosure initiation as there are no automatic
extensions of the first legal deadline for attempting to utilize these tools.

Servicers are urged to request a variance extension of the first legal deadline if it appears that the
borrower will be able to resolve the delinquency through either a repayment plan or a deed-in-lieu
rather than incur potentially unnecessary foreclosure fees and costs.

Example 1

The first legal action was reported for 5/31/2012 default cycle. However, one cycle prior for the 4/30/2012
default cycle the case was reported as in the preforeclosure program. Two cycles prior for the 3/31/2012
cycle, it was also reported as in the preforeclosure program. For the next consecutive cycle of 6/30/2012,
the case was also reported as in the preforeclosure program. This case is considered to be dual tracked.

320z 10701711 G 15 Preforeclosure Acceptance Plan Available
4/2012 10701711 7 15 Preforeclosure Acceptance Plan Available
52012 10/01/11 8 63 First Legal Action to Commence Foreclosure
62012 10/01/11 9 17 Preforeclosure Sale Completed
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Foreclosure Prevention — How to Calculate

Example 2

The first legal action was reported for 5/31/2012 default cycle. However, in that exact same cycle, a
modification started was reported. One cycle prior for the 4/30/2012 default cycle the case was reported as
having a modification started. Two cycles prior for the 3/31/2012 cycle, it was also reported as having a
modification started. This case is considered to be dual tracked.

32012 | 01/01M2 3 28 Madification Started
42012 | 01/0112 4 28 Madification Started
2012 | 01/01M12 5 28 Maodification Started
52012 | 05/0112 1 68 First Legal Action to Commence Foreclosure

Example 3

The same loss mitigation code does not have to be reported for each of the cycles reviewed. For instance,
the first legal action was reported for 4/30/2012 default cycle. However, in that exact same cycle, a
modification started was reported. For the two cycles prior, this case was reported as on a trial payment
plan. This case is considered to be dual tracked.

202012 [ 11/0111 4 03 Type Il Special Forbearance / Trial Payment Plan
32012 1o 5 03 Type Il Special Forhearance / Trial Payment Plan
42012 | 11/01NM 6 T3] First Legal Action to Commence Foreclosure
4/2012 | 11701411 6 28 Modification Started

Example 3

The first legal action was reported for 4/30/2012 default cycle. However, in that exact same cycle, and for
the two cycles prior, this case was reported as on a repayment plan. For the cycle after the first legal was
reported, this case was reported as having started a trial payment plan. This case is not considered to be
dual tracked.

22012 1 4 12 Repayment
3202 10 5 12 Repayment
42012 | 11/01411 6 12 Repayment
4/2012 11/01/11 B it First Legal Action to Commence Foreclasure

5202 | 101 7 08 Type Il Special Forbearance / Trial Payment Plan
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Foreclosure Prevention — How to Calculate

6) Scores are calculated on each case by dividing the number of points by a total of 100 possible points.

Scoring for borrower occupied properties:

Months
Delinquent at
68

I N OO B~ W N = O

Borrower
Occupied

0.00%
20.00%
40.00%
60.00%
65.00%
70.00%
75.00%
78.00%
80.00%

Plus AO

5.00%
25.00%
45.00%
65.00%
70.00%
75.00%
80.00%
83.00%
85.00%

Scoring for non-borrower occupied properties:

Months
Delinquent at
68

o

WO N OO BB WIN R

Non-Borrower
Occupied

0.00%
40.00%
60.00%
80.00%
80.00%
80.00%
80.00%
80.00%
80.00%

Plus AO

5.00%
45.00%
65.00%
85.00%
85.00%
85.00%
85.00%
85.00%
85.00%

PlusAO & 1
LM

10.00%
30.00%
50.00%
70.00%
75.00%
80.00%
85.00%
88.00%
90.00%

PlusAO & 1
LM

10.00%
50.00%
70.00%
90.00%
90.00%
90.00%
90.00%
90.00%
90.00%

Plus AO & 2
LM

15.00%
35.00%
55.00%
75.00%
80.00%
85.00%
90.00%
93.00%
95.00%

Plus AO & 2
LM

15.00%
55.00%
75.00%
95.00%
95.00%
95.00%
95.00%
95.00%
95.00%

Plus AO &3
LM

20.00%
40.00%
60.00%
80.00%
85.00%
90.00%
95.00%
98.00%
100.00%

Plus AO & 3
LM

20.00%
60.00%
80.00%
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%
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Redefaults — What You Need to Know

ELEMENT: REDEFAULTS

Data Source

Loan Modification and Partial Claim (including HAMPs) incentive claims filed and SFDMS Reporting. See
Appendix D for information on how to pull the list of claims evaluated from FHA Connection. You will need
to use your own servicing histories and SFDMS reports to calculate your scores if you are self-monitoring.

Element Purpose

R/

< Mortgagee Letter 2003-19 states that partial claims may be offered to borrowers that have
overcome the cause of the default and have sufficient income to resume monthly mortgage
payments. It also states that the partial claim must fully reinstate the loan.

< Mortgagee letter 2000-05 states that modifications may be offered to borrowers who have
stabilized surplus income which is sufficient to support the monthly payment under the modified
rate and/or term. It also states that the modification must fully reinstate the loan.

When a mortgage modification or partial claim is utilized, there is an expectation that 1) the servicer has
appropriately reviewed the borrower’s financials and the borrower’s continued ability to make his/her
mortgage payments, and 2) the tool will fully reinstate the loan.

We know that not every borrower will stay current for six months or longer after the tool is utilized; events
beyond the borrower’s and/or the servicer’s control happen. However, if the case was properly reviewed
for the loss mitigation tool prior to its utilization, and if the servicer properly performs early delinquency
intervention once a case becomes delinquent again, the impact of these redefaults on a servicer’s score
should be minimal.

Element Description

Evaluate and score the performance of cases after a mortgage modification or partial claim incentive claim is
filed with and processed by HUD. FHA HAMPs are evaluated twice, that is to say individually as
modifications and partial claims.

Mortgage modifications and partial claims reinstate the loan, and the incentive claims with HUD are to be
filed within 60 days of the execution date of the mortgage modification or of the subordinate lien to HUD.
The performance period begins the month after the incentive claim is processed and ends after six months.
The number of times a case is reported 90 days or more delinquent is counted for the six month evaluation
period.
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Redefaults — What You Need to Kno

w

Benchmarks

Grades are assigned based upon a 10 point scale.

Redefault Average Score Assigned Grade
90 -100 A
80 -89 B
70-79 (o
60 - 69 D
Less than 60 F

Suggestions to Increase the Score

v

v

File the incentive claim as close to the actual reported reinstatement as possible. The clock for the
evaluation period does not begin until the claim is processed.

Make sure the loan is completely reinstated by the loss mitigation tool, and report the
reinstatement correctly in SFDMS.

Place the borrower on a trial payment plan before implementing the loan modification or partial
claim.

Perform loan modifications in accordance with Mortgagee Letter 2009-35, specifically in regard to
lowering the interest rate. Those loan modifications that are out of compliance generally score 6-7
percentage points lower than those that are in compliance.

Once a loan goes delinquent, intervene and do not let the loan get 90 days down again.
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Redefaults — How to Calculate

How to Calculate

Pull a list of incentive claims based upon the scoring month in the schedule below. Each of these

cases starts with 60 points.

Scoring Claim Claim Review Review Review Review Review Review
Quarter Month Processed Processed | Month1 | Month 2 | Month 3 | Month4 | Month 5 | Month 6
From To
October 4/1 4/30 5/31 6/30 7/31 8/31 9/30 10/31
Qi1 November 5/1 5/31 6/30 7/31 8/31 9/30 10/31 11/30
December 6/1 6/30 7/31 8/31 9/30 10/31 11/30 12/31
January 7/1 7/31 8/31 9/30 10/31 11/30 12/31 1/31
Q2 February 8/1 8/31 9/30 10/31 11/30 12/31 1/31 2/28
March 9/1 9/30 10/31 11/30 12/31 1/31 2/28 3/31
April 10/1 10/31 11/30 12/31 1/31 2/28 3/31 4/30
Q3 May 11/1 11/30 12/31 1/31 2/28 3/31 4/30 5/31
June 12/1 12/31 1/31 2/28 3/31 4/30 5/31 6/30
July 1/1 1/31 2/28 3/31 4/30 5/31 6/30 7/31
Q4 August 2/1 2/28 3/31 4/30 5/31 6/30 7/31 8/31
September 3/1 3/31 4/30 5/31 6/30 7/31 8/31 9/30
1) For each incentive claim processed, determine the number of times the case becomes 90 days
delinquent or more in the following 6 months (again, refer to the schedule).
e A case can only be counted once per month.
e However, if more than one incentive claim is processed on a case, each claim’s performance is
evaluated separately, so more than one claim per case per period may be reviewed.
2) For each 90 day or more delinquent count, 10 points is subtracted from 60 possible points.
3) Potential to lose all points.

(2) The case is in foreclosure within 6 months of the claim processed date.

v If a case is reported as in any part of the foreclosure process during the six month evaluation
period, the possible points associated with that incentive claim are 0.

For these purposes, the following default codes are considered any part of the foreclosure
process:

First Legal Action to Commence Foreclosure (68)
Foreclosure Sale Held (1A)
Eviction Completed (1G)

Foreclosure Deed Recorded (77)
Property Conveyed to Insurer (46)
Third Party Sale (30)

Property Redeemed (73)

(b) The delinquency has not been accurately reported.
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Redefaults — How to Calculate

v’ If the last SFDMS reporting for a case was more than 90 days before the incentive claim
was processed, or

v'If no default reporting ever occurred

The possible points associated with that incentive claim are 0.

Example 1

In the example below, this case would score an 83% which is 50 points (60 points — 10 points for one
redefault) divided by 60 points.

Form Date Date Date ) q
Type | Received | Prepared | Processed Claim Type This date
T Loan processed event
A 09529711 0929 1 09/30/11 b .
Modification triggered the
evaluation.
82011 0BA1/11 3 28 Modification Started
92011 |0BA1/11 4 28 Modification Started
92011 1011 0 93 Reinstated After Loss Mitigation Intervent
1202011 1210111 1 42 Delinguent
_ Time Period Evaluated — October
12012 1201M 2 42 Delinguent 2011 through March 2012
202012 1201711 3 42 Delinguent
March is the scoring month.

3202 o2tz | 2 42 Delinguent
42012 |04/01/12 1 42 Delinguent

Example 2

In the example below, this case would score a 0% because there was no default reporting 90 days prior to
the loan modification claim process date. In fact, the delinquency associated with this even was not

reported at all.

Form Type Date Received Date Prepared Date Processed Claim Type

A

0972011

09201

Q&r21/11 32 - Loan Modification

12011

121201

172012

252012

1101410 3
12011 1
12011 2
0301412 i]

a5

42

42

20

Reinstated After Loss Mitigation Intervent
Delinguent
Delinguent

Reinstated by Mortgagor w/o Loss Mitigation Claim

This date
processed event
triggered the
evaluation.

Time Period Evaluated — October
2011 through March 2012

There was no reporting within 90
days prior to 9/21/2011.
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SFDMS Reporting — What You Need to Know

ELEMENT: SINGLE FAMILY DEFAULT MONITORING SYSTEM (SFDMS) REPORTING

Data Source

SFDMS reporting and a servicer’s total current delinquencies as reflected in Neighborhood Watch. This
should be downloaded monthly by the servicer if self-monitoring.

Please note, that if a subservicer is responsible for your company’s default reporting into the Single Family
Default Monitoring System, that subservicer should ideally be reporting under your ID.

Element Purpose

R/

¢ 24 CFR 203.331 (c) states that a servicer is to report to HUD all mortgages that were in default on
the last day of the month, or that were reported as in default the previous month.

HUD’s ability to properly evaluate the status of its portfolio, report to congress, establish a budget, and
evaluate policy effectiveness and potential policy changes is dependent upon good default reporting.

Element Description

Evaluate if a servicer is reporting on all open defaults as well as evaluate the number of fatal errors
committed by the servicer. This will increase the accuracy of SFDMS reporting as a whole and help the
servicer if and when it becomes time to file a claim with HUD.

Benchmarks

Grades are assigned based upon a 10 point scale, which is derived from the calculated score.

Fatal Error Percentage Range Rate of Reporting Calculated Assigned Grade
Grade
0.00% - 2.00% At least 100% 90 - 100 A
2.01% - 4.00% At least 100% 80 -89 B
4.01% - 6.00% At least 100% 70-79 C
6.01 - 8.00% At least 100% 60 - 69 D
8.01% or more At least 100% 59 or Less F

Suggestions to Increase the Score

v If you want to self-monitor and calculate this yourself, you will need to obtain the data from
Neighborhood Watch every month since historical data for many reports is not available.

v Do not fail to report.
v Report on all open defaults.

=  You can reconcile your outstanding defaults to Neighborhood Watch records.
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SFDMS Reporting — What You Need to Know

= Please note that when you click on the hyperlink for the delinquent loans, that the default
cycle now shows so you can see the last default cycle that reporting occurred (it is the
delinquent cycle date column).

=  You can download this information to Excel to reconcile more easily to your records by
scrolling to the bottom of the page. See Appendix E for more information.

v If you utilize a subservicer who does your default reporting for you and you are the servicer of
record, then make sure the subservicer is reporting under your ID.

v' Report corrections immediately before the cycle closes. A higher number of correct reporting
occurrences will increase the denominator when calculating the fatal error rate and will lessen the
impact of the fatal errors.

Please note that corrections will not cancel out the fatal error. Additionally, not all fatal errors can
be corrected. Sometimes, the only way to correct a fatal error is to stop reporting.

= |f you are not receiving the error report directly from EDI, make sure you start.
®  You can also find your error report in FHA Connection.

=  Go to Single Family FHA, Single Family Servicing, Delinquent Loans, and then
Application Advice Notices.

=  You will need to enter the 10 digit HUD Lender ID under which you reported.
= The available cycles will be displayed.

= Then the list of transaction dates will be displayed.

= Choose the most recent one if you are resubmitted fatal errors.

= This data may take a while to process, so if the system seems to be taking a while,
that is ok.

‘%) FHA Connection i

““““““

Home HMain Menu ID Haintenance

Single Family FHA single Family Servicing * Delinquent Loans * Application Advice Notices

| Application Advice Notices - F42T58240 |

v" Report manually in FHA Connection.
v" Make corrections to your system to stop the fatal error issue.

v" Do not report on terminated or uninsured loans.
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SFDMS Reporting — How to Calculate

Part 1: Pull default reporting numbers from Neighborhood Watch.

1) Navigate to the Delinquent Reporting Servicer screen in Neighborhood Watch.

Enter your servicer’s ID number or type the first few letters of your company’s name and
click Submit.

Make sure the appropriate institution name and lender ID are shown in the drop down and
click Submit.

Neighborhood

at

Early Warnings servicing Mnalysis  Details  Queries  Reporting Help/About

reereer— |
|Siale Cenicar |

Delinquent
Reporting Senvicer Delinquent Reporting by Servicer

e Delinguen

N Reporting Case
N L Level

@ Type firstfew letters of the senicers name or

Delinquent Reporting by Servicer
99999
-0R- Select From the List Below:

2] Select a date to view all delingbgnt reporting fi

-choose a date-

Institution Mame — Lender ID

<' ABC COMPARNY - 99999 |+
I

2) Choose transaction dates as appropriate and then click Submit. It will default to a rolling year.

Delinquent Reporting by Servicer

servicer: ABC COMPANY -99999

Creation Date

3) A screen will come up that displays all of the reporting events and their creation dates, the reporting

method, the number of cases, and the types of fatal errors (and non-fatal errors which are not
pictured below).

Note that the case counts in the various columns are hyperlinks, so you can click on those
and pull up a case level list.

Also note that the column headings are hyperlinks, so you can click on those for the column
explanations.
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SFDMS Reporting — How to Calculate

Neighborhood

Early Warnings Servicing  Analysis Details Queries Reporting Help/About Home

Delinquent Reporting Query
Data as reported to SFDMS by ABC COMPANY (9999808899)
Between June 2009 and June 2010
Sort Order by Creation Date in Descending Order

Fatal Errors
of of
% of Imvalid | lnvalid of Invalid | lnvalid
% of Invalid | lovalid | Oldest | Oldest | Imalid | Invalid | Morlgage | Mortoage
% Bad Bad % of Oldest Oldest Unpaid Unpaid Mortgage  Mortgage |Status FHA | Status FHA
Delinquent | Czse | Total |Iotal | FHA | FHA | Invalid | lnvalid | Unpaid | Unpaid |Instollment |Instaliment Status FHA |Status FHA |Insursnce | Insurance
Creation | Reporting |Wumber | Fatal |Fatal | Case | Case |Mortnaoe |Mortgage |Instaliment [Instaliment | Date Date |Insurance |Insurance | Claim Claim
Date | Method | Count [Errors Errors Number |Number | Stetus | Status | Date Date Format | Format |Terminated Terminated |Terminated |Terminated
osiosito [EDI 2 0 20 [0 o 1 000 [0 0 0 o o 0 0 o
FHA
08/07/10 | Connection |2 ] ] ] ] ] 0 ] 0 0 ] ] 0 0 ]
FHA
Connection (2 ] ] ] 0 0 ] 0 0 o 0 0 0 o
EDI 11 i1 00.00 |0 i 100.00 0 0 0 0 ] 0 0 0
a [EDI B H eaeT 2 er o ] 0 o ] 0 0 0

FHA
(05/26/10 | |Connaction (26 a a a ] a o a o o ] a o o ]

FHA
|05/25/10 ||Gonnection |[31 ] ] ] o ] o ] o o o 0 o o o

FHA
05/24/10 |Connection |35

| T
=

=

=

=

=

s

=

05/20/10 [EDI

4) Add together the # of Reporting Occurrences listed under “Case Number Count” associated with the
same default reporting cycle.

5) Add together all of the fatal errors listed under “Total Fatal Errors” associated with the same default
reporting cycle.

6) Divide the Total Fatal Errors by the # of Reporting Occurrences. This is the Fatal Error Rate.

= |f you are unsure to which cycle a reporting occurrence was attributed, open the case level
for the creation date, and look up a case under Queries, Case Status.

= Scroll to the bottom to review the default reporting.

Example

The May 2012 reporting cycle fatal error rate for this servicer would be
1.72%.

e 1,682 Reporting Occurrences (Case Number Counts of
Delinguent Case Total

30+34+137+1,480+1 for the creation dates of 4/16/2012 — Creation | Reporting |Number | Fatal
5/7/2012). Date Method Count |Errors
FHA
e 29 Fatal Errors 05/07/12 |Connection |30 0
FHA
05/04/12 |Connection |34 0
FHA
05/03/12 |Connection |137 0
05/01/12 |EDI 1480 29
FHA
04/16/12 |Connection |1 0
FHA
04/06/12 |Connection |61 0
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SFDMS Reporting — How to Calculate

Part 2: Pull the number of delinquent cases from Neighborhood Watch.

7) Navigate to the Single Servicer screen in Neighborhood Watch.
= Enter your servicer’s ID number or type the first few letters of your company’s name and
click Submit.
= Make sure it is the appropriate institution name and lender ID shown in the drop down and
click Submit.
Neighborhood

/a ftc
Early Warningf  Servicing  Analysis _ Details  Queries  Reporting  Help/About
sessen| | Welcome
" Reporting Sem:e\ EARLY WARNINGS -- SINGLE SERVICER
& Delinguent
N e Reporting C: I
o W
Type first few letters of the servicer's name or the 5 digit servicer id:
_ 'J. s 99999 EARLY WARNINGS -- SINGLE SERVICER
e |

8)

Select a Lender From the List Below:

Institution Name — Lender ID — Home Office City - Home Office State
TABC COMPANY - 59933 - ANYWHE RE - USA [~ |

Choose Loss Mitigation — Delinquent Loans Reported option by clicking on it. Make sure records

between 1 and 9999999 is selected for the total delinquent loans. Then click the Submit button.

9)

EARLY WARNINGS - SINGLE SERVICER

Servicer: ABC COMPANY -99999
Focus Area: United States
Options: Portfolio Summary
Boiok 5
l Loss Mitigation -- Delinguent Loans Reported I
LS I i Vi 1 o e
Output Options:
I Show only records between | | ang|9999999 total delinquent loans v I

petween |0 ang| 9999999 forbearance actions ~

between|? ang| 9999999 |% seriously delinguent loans [v]
Shovs Data For: | Servicer Nationwide [v]
Sort By: ‘Tutal Delinquent Loans [V] |Descend|ng [V]

Find the Total Delinquent Loans as of the current month column.

=  You will need to do this each month as previous months’ data are not readily available for
this report.

=  The number in this column is a hyperlink. If you need FHA case level data to reconcile your
records, you can obtain this by clicking on the hyperlink and downloading the report into
Excel.

25



SFDMS Reporting — How to Calculate

Neighborhoo %
AR AR US D epartment of | g
= = - and Urban D evelo pm ent

Early Warnings Servicing Analysis Details Queries Reporting Help/About Home

ABC COMANY -99999
Loss Mitigation -- Total Delinquent Loans Reported
in the United States

Sort Order by Total Delinquent Loans as of 05/31/2010 in Descending Order
Data shown includes all single family loans as of May 31, 2010

Total

Seriously | % Seriously | Delinquent Loan Partial FHA - | Deed-in- Pre- Ineligible
United 30 Days 60 Days Delinquent | Delinquent | Loans as of |Forbearance | Modification | Claims | HAMP Lieu Foreclosure | for Loss
Rank | States Delinguent | Delinguent | Loans Loans 05/31/2010 Actions Actions Actions | Actions | Actions | Actions Nitigation

United States 5839 810 2801 29% 431 a4 50

Displaying records 1 to 1 out of a total number of 1 records

€]

0 3 0

Download this report to an Excel file [Help

Neighborhood Watch includes all active cases in which
v" A delinquency was reported for the most recent default reporting cycle, and

v" A delinquency was reported for any other default reporting cycle and has never had any
additional reporting.

v" See Appendix E for more information.

If the last time a case was reported was five cycles ago and was reported as a default status
code that requires additional reporting, it is included in this list.

For example, this case is still active. The last time a servicer reported on it was for the
1/31/1994 reporting cycle. This case is still included in the current servicer of record’s Total
Delinquent Loans. If this servicer were to reconcile its delinquencies with Neighborhood Watch
and find this case, it could then report this as reinstated or terminated as appropriate in FHA
Connection (if it is terminated, it would also be necessary to terminate the insurance as well),
and it would no longer get counted in this server’s delinquent portfolio.

Rﬁ‘;‘:{;ﬁ'“ OUl Date Jewfqmugﬁt Delinquent Status |  Delinquent Status Definition
B/1930 42 Delinguent

71990 0ga01,/40 ] 42 Delinguent

10419390 42 Delinguent

1141990 0ga1,/40 4 42 Delinguent

1211950 42 Delinguent

141994 1200193 2 42 Delinguent
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SFDMS Reporting — How to Calculate

Part 3: Calculate the score.

10) Calculate the Rate of Reporting.

Divide the # of Reporting Occurrences by the # of Delinquent Loans per Neighborhood Watch.
11) Calculate the Fatal Error Rate Earned Score.

=  Multiply the Fatal Error Rate by 100

= Multiply that result by a factor of 5
=  Subtract that result from 100.

12) Calculate the Assessed Score

If the Rate of Reporting is less than 100%, the Fatal Error Rate Earned Score is multiplied by the
Rate of Reporting.

13) If the Rate of Reporting is greater than 100%, the Assessed Score is the Fatal Error Rate Earned
Score.

Scoring Example

(A)
# of (F) (G)
Delinquent (B) (D)=(c/B) Fatal Error Assessed
Loans per # of (C) Fatal (E)=(B/A) | Earned Score Score
Neighborhood Reporting | # of Fatal Error Rate of (100- (E)<100%,(F*E)
Cycle Watch Occurrences Errors Rate Reporting | ((D*100)*5))) or (F)
1/31/2010 9,450 10,687 292 2.73% 113% 86.35 86.35
2/28/2010 11,520 8,900 50 0.52% 77.26% 97.4 75.25
3/31/2010 11,520 0 0 0.00% 0% 100 0
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Loss Mitigation Engagement — What You Need to Know

ELEMENT: LOSS MITIGATION ENGAGEMENT

Data Source

Loss Mitigation Incentive Claims, Insurance Termination Claims, and Seriously Delinquent Loans and SFDMS
Reporting as summarized in Neighborhood Watch. See Appendix D for information on how to pull the list of
claims evaluated from FHA Connection.

Element Purpose

«» 24 CFR 203.501 states that servicers must take those appropriate actions which can reasonably be
expected to generate the smallest financial loss to the Department. Such actions include, but are
not limited to, deeds in lieu of foreclosure, pre-foreclosure sales, partial claims, special forbearance,
and mortgage modifications.

«*» 24 CFR 203.605 states that before four full monthly installments are past due, servicers must
evaluate monthly all of the loss mitigation options to determine which is appropriate and take the
appropriate loss mitigation action.

Historically, HUD has used a work-out ratio to evaluate CFR compliance. The work-out ratio presents the
rate at which incentive claims for loss mitigation actions are paid as compared to all claims paid for
insurance benefits. The higher the work-out ratio, the more effective foreclosure prevention has been.

While this is still an important rate, it is not the only gauge we have of servicer’s compliance with the CFR in
engaging in loss mitigation. Those attempted actions that are reported through SFDMS are also important
and must be evaluated as well.

Element Description

This element measures the servicer’s formal and informal loss mitigation engagement as well as indirectly
measures early engagement in loss mitigation.

The calculation is similar to the Tier Ranking System (TRS) calculation in that a workout ratio is calculated.
However, it is different in that

= |t evaluates the formalized loss mitigation actions that result in incentive claims through the
work-out ratio by counting all claim actions regardless if it is a multiple event or not.

= |t evaluates the attempts a servicer is making to solicit and engage the borrower in loss
mitigation through a reported engagement rate, so default reporting and the servicer’s
delinquent portfolio totals play a role.

= Scores are assessed monthly and then averaged for a quarterly score.
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Loss Mitigation Engagement — What You Need to Know

Benchmarks

Grades are assigned based upon a 10 point scale.

Loss Mitigation Engagement Rate

90% -100%

80% -89%

70% -79%

60% - 69%

Less than 60%

Suggestions to Increase the Score

Assigned Grade

A

v’ File more loss mitigation incentive claims. Claims are counted individually and not on a case level

basis.

v Reconcile outstanding defaults to Neighborhood Watch records.

Please note that when you click on the hyperlink for the delinquent loans, that the default
cycle now shows so you can see the last default cycle that reporting occurred (it is the
delinquent cycle date column).
You can download this information to Excel to reconcile more easily to your records by
scrolling to the bottom of the page. See Appendix E for more information.

-9 Number

AN

Loss Mitigation - Seriously Delinquent Reported
3 Months Delinquent -- United States

Diafa shown is for all Delinguencies Reporfed as of Rebruary 07, 201
First | Oldesy

Borrower

Hclder| ADP Morigagenterest Hame! Street Address/ 3
= MTaae | e — prera— —Emlmem Emﬂl
ID [Code Amuaumi | Rade S5N/TIN Lity, Stute Tp Tnsiall
I |Code Amoumt | Rate SSN/TIN State [TV R el v
Last Four Digits e e
Displ ds 1 to 100 out af 2 total mumher of 1949

s Shohus | LLAE

Sort Order by Case Number in Ascending Order

Delimsuent Tdj
Cyde E
i Daie

Download ihis report to an Excel file [Help

Engage in more loss mitigation activity, and report it in SFDMS.

Frredosume

Engage in more early loss mitigation activity (i.e. when the loan is 30 and 60 days down), and report
it in SFDMS. This will increase the numerator and increase the ratio results.
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Loss Mitigation Engagement — How to Calculate

Part 1: Calculate the Claims Work-Out Ratio (WO Ratio)

1) Loss mitigation claims processed for the scoring month are counted. These include special
forbearance (SF), mortgage modification (MM), partial claim (PC), pre-foreclosure sale (PFS), and
deed-in-lieu (DIL). Additionally, accelerated claim dispositions (ACD) currently called the DASP
program and claims without conveyance of title (CWCOT) will also be included as part of loss
mitigation claims as these have mitigated losses to the insurance fund.

NOTE: At this time HAMPs are not counted singularly, but as its two pieces, individually as mortgage
modifications and partial claims.

2) All foreclosure conveyance claims are counted.

3) The workout (WO) ratio is the sum of loss mitigation claims divided by the sum of loss mitigation
claims plus the foreclosure conveyance claims.

Example
)
o
w § el £ 5 S § Total Loss FC
O | Mitigation | Conveyance
Month Claims Claims WO Ratio Qtr
July 10 5 1 0 17 10 17/(17+10)=62.96% | Q4
August g 4 9/(9+4)=69.23% Q4
September 2 0 0 0 15 15/(15+7)=68.18% Q4

Part 2: Calculate the Reported Engagement Ratio

4) In Neighborhood Watch, find the Seriously Delinquent Loans as of the current month and the Loss
Mitigation Reported Actions columns.

The Loss Mitigation Reported Actions are total of Forbearance Actions, Loan Modification
Actions, Partial Claim Actions, FHA HAMP Actions, Deed-in-Lieu Actions, Pre-Foreclosure
Actions, Loss Mitigation Option Failure, and Ineligible for Loss Mitigation.

You will need to pull this data each month as previous months’ data is not available; only
the current month is available after a system refresh.

The numbers in these columns are hyperlinks. If you need FHA case level data to reconcile
your records, you can obtain this by clicking on the hyperlink and downloading the report

5) Calculate the reported loss mitigation actions.

ABC COMPANY - 99999
Loss Mitigation -- Total Delinquent Loans Reported
in the United States
Sort Order by Total Delinquent Loans as of 01:31/2012 in Descending Order
Data shown incivdes aif single family ioans as of Jauuary 31, 2012 —
-
30 Days 60 Days Seriously % Serioushy Total Delinguent Loans as || Forbearance | Loan Modification | Partial Claims | FHA - HAMP | Deed-inlieu | PreForeclosure Loss Miigation | Ineligible for Loss
Delinguent Delinguent Delinguent L oans elinquent Loans of 01/31/2012 Actions Actions Actions Actions Actions Actions Ontion Failure Mitigation
999 170 Lria 49% 2.464 111 17 8 0 43 22 0 12
— = = =
N —
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Loss Mitigation Engagement — How to Calculate

= Add together the totals listed for Forbearance Actions, Loan Modification Actions, Partial
Claim Actions, FHA-HAMP Actions, Deed-in-Lieu Actions, Pre-Foreclosure Sale Actions, Loss
Mitigation Option Failure Actions, plus

= The total for Ineligible for Loss Mitigation Actions divided by 2 (AO counts as half an action).

6) Divide the reported actions by the Seriously Delinquent Loans total for the month. This is the
Reported Engagement Ratio.

Example
(B) Reported
(A) FB + LM +PC + (C) Engagement
Total Seriously HAMP + DIL + PFS Ineligible for Loss Ratio
Month Delinquent | Delinquent + Option Failure Mit (AO) ((B)+(C))/(A) Quarter
July 511 265 95 15 actions /2=7.5 38.68% Q4
August 550 270 74 12 actions /2 =6 29.63% Q4
September 432 232 83 17 actions /2=8.5 39.44% Q4

Part 3: Calculate the Loss Mitigation Engagement Score
7) Work-Out Ratio Score

= Divide the Work-Out Ratio by 65%. If the results are greater than 100%, the score is 100%
(i.e. the score cannot be more than 100%).

= Multiply the result by 0.25.
= This is the Work-Out Ratio Score.
8) Reported Engagement Score
= Divide the Reported Engagement Ratio by 50%.
= Multiply the result by 0.75.
= This is the Reported Engagement Score.

9) Add the Work-Out Ratio Score and the Reported Engagement Score for the total Loss Mitigation
Engagement Score.

10) Best fit option for smaller servicers.

=  Since the work-out ratio can be extremely volatile if you are a smaller servicer, we have the
best fit option available.

= |[f the total seriously delinquent loans for the month are less than 25, the score is calculated
as best fit, which is the workout ratio score alone, the engagement ratio score alone, or the
score calculated as described above, whichever is highest.

=  We will calculate the score for you.

11) If there are no seriously delinquent loans for the month but there are reported actions for the
month, the score for the month is automatically 100%.
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Loss Mitigation Engagement — How to Calculate

Scoring Example

Reported
Work- Work-Out Ratio | Engagement Reported
Month Out Ratio Score Ratio Engagement Score Final Score Quarter
July

August 50.00% | 50.00% / 65.00% 29.63% 29.63% / 50.00% = (76.92% x 0.25) +

=76.92% 59.26% (59.26% x 0.75) =

63.66%
September
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Extra Credit

EXTRA CREDIT

What Qualifies for Extra Credit

A servicer can receive up to an additional 1.00% added to their final fiscal year end score by attending,
participating in, and/or completing the following NSC provided servicing training:

1)
2)

3)

Complete all modules of HUD’s EClass, and/or

Register for and attend NSC’s FHA Loss Mitigation webinar series (please note that this series is not
limited to loss mitigation topics only), and /or

Attend an NSC or HOC live training event on delinquent loan servicing/loss mitigation

A servicer can earn 0.50% for each type of training received for a maximum of 1.00%.

Staff Attendance/Completion Requirements

An appropriate number of the servicer’s staff is required to attend, to participate in, and/or to complete the
training.

What is deemed appropriate is at the servicer’s discretion but must consist of at least one person in
order to qualify.

We still recommend that at least 25% of a servicer’s staff responsible for delinquent loan servicing,
and specifically those doing loss mitigation processing, complete all modules of HUD’s EClass. Re-
taking this course annually can be very beneficial not only as a refresher but as continual learning as
our policies are updated.

In regard to the webinar series, not all webinars are appropriate for all staff, so it is also at the
servicer’s discretion what staff registers for and attends which webinar.

All webinars in the series must be attended by at least one staff member in order to qualify for the
credit; however, the same staff member does not need to attend all webinars.

The training must be received during the scoring fiscal year. For example, to get the extra credit
added to the FY2012 end of year score, training must be completed between October 1, 2011, and
September 30, 2012.

How to Receive the Extra Credit

To receive the extra credit, a servicer must send notice to NSC stating that the training was completed. This
notice should include the following:

v The training that was completed from the list above.

v The date(s) of this training (not applicable for EClass as this is on-demand style training and
self-paced).

v The number of staff that attended, participated in, and/or completed this training.

Notice must be received by the NSC no later than October 31 in order to be added to the just
concluded fiscal year’s scores. For example, to receive the credit for FY2012 scoring, this notice
must be received no later than October 31, 2012.
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Extra Credit

= Notice can be submitted via email to sfdatarequests@hud.gov. Please enter “SPS Extra Credit” in
the subject line.

= Please send notice at the conclusion of training.

= Keep in mind, NSC can verify registered attendance.

‘ Additional Extra Credit

A servicer can receive an additional 0.10% added to each quarter’s final score by going paperless, for a total
of 0.40% in extra credit points.

To receive the extra credit, a servicer must send notice to NSC that they have elected to go paperless. This
notice should include the following:

v" 5digit HUD Lender ID

v Up to 10 names and email addresses to which you wish to have the quarterly
announcement letters delivered as well as other blast updates and other communication
regarding scoring.

= Notice can be submitted via email to sfdatarequests@hud.gov. Please enter “SPS Go Paperless” in
the subject line.

®  Each quarter that the electronic distribution is in place, the servicer will earn 0.10% added to their
quarter’s score.

= |f any email address come back as undeliverable when the announcement letter is sent, the extra
credit will be taken away for the next quarter. To this end, servicers should be aware of who is on
this distribution and keep it up to date.
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Appendix A

APPENDIX A: WHERE TO FIND YOUR DATA

1) Foreclosure Prevention
¢ Your servicing histories + your SFMDS reporting

v Look for loans that had a new first legal action. Determine their occupancy status as
well as their months delinquent as of the reported 68.

v' Determine what intervention activities occurred prior to the report 68 since the last
time the loan was current (repayment plans, special forbearances, ineligible for loss
mitigation, etc.).

2) Redefaults
* FHA Connection + your servicing histories

v" To obtain a list of claims for a particular date range, go to FHA Connection, Single
Family FHA, Single Family Servicing, Claims Processing, Claim Status.

v' Compare the list to your own servicing history and/or your default reporting to
determine if the loan went 90 days down or more again with 6 months from the
claim processed date.

3) SFDMS Reporting
¢ Neighborhood Watch

v’ To receive a list of your fatal errors and to work the list prior to the close of the
reporting window, go to Single Family FHA, Single Family Servicing, Delinquent
Loans, and then Application Advice Notices and enter the 10 digit HUD Lender ID
under which you reported.

v’ Delinquent Reporting Query
v’ Loss Mitigation — Delinquent Loans Reported (do monthly)

4) Loss Mitigation Engagement
¢+ FHA Connection and Neighborhood Watch

v For the work-out ratio, to obtain a list of claims for a particular date range, go to FHA
Connection, Single Family FHA, Single Family Servicing, Claims Processing, Claim
Status.

v Loss Mitigation — Delinquent Loans Reported from Neighborhood Watch (do
monthly)
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Appendix B

APPENDIX B: NEIGHBORHOOD WATCH DATA TO DOWNLOAD

Loss Mitigation — Delinquent Loans Reported

v
v

Under Servicing, Single Servicer

This data is overwritten monthly, so once the refresh occurs, you cannot obtain the
previous month’s data. The next scheduled refresh will be listed under the Help/About
menu, Latest Refresh Date.

The summary data (seriously delinquent loans) is used as a factor to determine if the
servicer is scored, not scored, or can opt-out.

The summary data (total delinquent loans) is used in SFDMS Reporting calculations.

The summary data is used in Loss Mitigation Engagement calculations.
DDownIoad the summary report shown.

DDownIoad any case level to which you wish to reconcile.

NOTE: Downloading case level data particularly for your seriously delinquent loans and
reconciling to your records will help your SFDMS Reporting and Loss Mitigation Engagement
scores as well as potentially impact if your company is scored, not scored, or can opt-out.

Delinguent Reporting Query

v Under Servicing, Delinquent Reporting Servicer

v" The system stores a rolling 12 months.

v" The summary data (case number count and total fatal errors) is used in SFDMS Reporting

calculations.

v' Add reporting results together for all creation dates that apply to a specific SFDMS cycle.

DDownIoad the summary report shown.

DDownIoad any case level to which you wish to reconcile.
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Appendix C

APPENDIX C: AUTO-EXTENSIONS

Action

Auto-Extension(s)

Deed-in-Lieu

Special Forbearance

Loan Modification

Partial Claim

Pre-Foreclosure Sale

Trial Payment Plans

None

If a lender has initiated, but is unable to complete this tool within the six
month time limit, the lender is entitled to a 90 day extension of the
foreclosure deadline provided the initiative was begun prior to the
expiration of the initial six months. Mortgagee Letter 2000-5 page 13

In the event this option fails, an additional 90 day extension is provided in
which the lender must commence or recommence foreclosure or initiate
another loss mitigation option. Mortgagee Letter 2002-17 Page 8

If a lender has initiated, but is unable to complete this tool within the six
month time limit, the lender is entitled to a 90 day extension of the
foreclosure deadline provided the initiative was begun prior to the
expiration of the initial six months. Mortgagee Letter 2000-5 page 13

If a lender has initiated, but is unable to complete this tool within the six
month time limit, the lender is entitled to a 90 day extension of the
foreclosure deadline provided the initiative was begun prior to the
expiration of the initial six months. Mortgagee Letter 2000-5 page 13

In the event this option fails, an additional 90 day extension is provided in
which the lender must commence or recommence foreclosure or initiate
another loss mitigation option. Mortgagee Letter 2008-43 page 14

If a lender has initiated, but is unable to complete this tool within the six
month time limit, the lender is entitled to a 90 day extension of the
foreclosure deadline provided the initiative was begun prior to the
expiration of the initial six months. Mortgagee Letter 2000-5 page 13

In the event this option fails, an additional 90 day extension is provided in
which the lender must commence or recommence foreclosure or initiate
another loss mitigation option. Mortgagee Letter 2011-28 Page 2
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Appendix D

APPENDIX D: DOWNLOAD A LIST OF YOUR CLAIMS PROCESSED

To obtain a list of claims for a particular date range, go to FHA Connection, Single Family FHA, Single Family
Servicing, Claims Processing, Claim Status:

Home Main Menu ID Maintenance E-mail Us Contact Us Sign Off

{#) FHA Connection

AR~

Home Main Menu 1D Maintenance E-mail Us Contact Us Sign Off

: : des access to the online business area
+ Single Family FHA nsure =nd service FHA loans.

» Multifamily FHA

* Lender Functions

% Message Boards Updated as of:

Friday, September 16, 2011
Monday, October 24, 2011
dhufactured Housing Tuesday, September 27, 2011
Lender Approval Friday, March 05, 2010
Neighborhood Watch Thursday, July 07, 2011

Lender Assessment

Contact Us

Main Menu ID Maintenance E-mail Us Sign Off

Home

AT~

Fain Pets | 10 Mairtenance » DmafiUs © Contactth | $ign O

Single Family Insurance Claims Processing

®) FHA Connection

Delinquent Loans
HECM Reports
Lender Query by Case
Monthly Premiums
Mortgage Calculator
Mortgage Record Changes

Mortgage Servicing Data
Quality System

Claims Input
Claisn Type 01 Part-A (Convayante ¢ Deed n Lisu
Pant-8
Claim Type 07 (Pra-focadiosure
Claim Type 31-33 (Loss MBQation)
g mary

Clalm Status

Suspended Claim [ rror Messages
Title Approval Status
Claim Romittance

Remdt Singbe Family Claim

Reodt HECM Claim

Claimn Remittance History
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Enter the date range in the “Multiple Record Request” section, and click the Send button.

e You should limit the requested date range to a small window, for instance a month at a time for
each claims data pull from the system.

e |Ifyou are a larger servicer, you may need to limit the request to a week at a time or less. The
system will tell you if you are attempting to pull too many records at once.

e You can immediately re-pull for another date range if you did request a limited date range.

) FHA Connection

ome | fain flenu I Maintenance © E-maills + ContactUs © Sign OFf

Single Family FHA | Single Family Servicing » Claims Processing

. . . lelp Links ?
| Single Family Claim Status |
Single Record Request
FHA Case Number:
Claim Type : 01A Comeyance FORM A
Month Day Year
Agreement Signed Date:
Multiple Record Request
Month Day Year
Start Date: 03 o1 2011
End Date: 03 31 2011
order by: @ Case Number
© Process Date

A list of all cases with claims processed for the date range will appear.

e Please note that this is all claims processed for that date range. It includes conveyance claims parts
A and B, supplemental claims, preforeclosure sale claims, loss mitigation claims, etc.

e You should download the record set to Excel and filter for what you are reviewing.

v’ For Redefaults, filter for loan modifications (32 A), partial claims (33 A), and HAMP claims
(32 HAMP, 33 HAMP) that show as paid.

8t Comection A "I

nce © Lmaills + Contactls © Sin OFF

single Family Claim Status (e m——

*List of Claims*
for Process dates between: 03/01/2011 and 03/31/2011

Download to M5 Excel Spreadsheet

Downiesd)

ciaim

Record Count seletfor et Case tumbar e e i stats
f © 03230430530 ors 0 03/18/2011 vasd

2 [e) os2-3011080 aus o 03/1412011 Faid

3 5 052-4716840 334 08082010 03/11/2011 pad
u52-5184608 3z wame ou2r/2011 0370312011 Paid

oe1-2us4ss 324 0173172011 0370112011 pat

5 o 093-4606506 o o 0373072011 vast

7 0034063808 oia 0172802011 03/17/2011 Paid
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Appendix E

‘ APPENDIX E: OPEN DEFAULTS REQUIRING FURTHER SFDMS REPORTING PER NEIGHBORHOOD
WATCH

Once a servicer begins reporting a case as delinquent in HUD’s Single Family Default Monitoring System
(SFDMS), the case must reported on every month until HUD receives a code from the servicer indicating that
the default has been resolved. Such a code indicates one of the following:

v" The loan has reinstated.

e Once HUD receives a code indicating the loan has reinstated, no more SFDMS reporting is
required for that loan unless it should become delinquent again at a later date.

e If the case becomes delinquent again, you will need to report a status code 42 first to open
a new default episode.

v FHA insurance has terminated.
e These codes include those that are claim terminated and non-claim terminated.
e Once HUD receives one of these codes, no more SFDMS reporting is required for that loan.

e If for some reason you find that you do need to continue reporting, the last status code
reported should be cancelled by reporting a status code Cancel (25).

Account Reinstated Codes (AR) Claim Termination Codes (CT) Non-Claim Termination Codes (NC)
= Reinstated by Mortgagor Who = Preforeclosure Sale Completed (17) = Paidin Full (13)
Retains Homeownership w/o = Property Conveyed to Insurer (46) = Charge-Off (29)
LM Incentive (20) = Deed-in-Lieu Completed & Property = Third Party Sale (30)
= Reinstated by Assumptor (21) Conveyed (47) =  Property Redeemed (73)
= Reinstated after Loss = Claim without Conveyance of Title (48)
Mitigation Intervention (98) = Assignment Completed (49)

For a complete list of SFDMS status codes that will end a default episode, please see Mortgagee Letter 2009-
39, Appendix I: http://www.hud.gov/offices/adm/hudclips/letters/mortgagee/files/09-39mlal.pdf.

Here’s how to pull a list of loans requiring further SFDMS reporting

Servicers can pull a list of their Single Family FHA cases from Neighborhood Watch that requires further
SFDMS reporting. Please be advised that at some point in this process, you may be prompted to log in.
Questions about logins and access can be directed to sfadmin@hud.gov.

Also, keep in mind that Neighborhood Watch is updated around the 3rd week of every month with the
previous month’s reporting data.

Neighborhood Watch classifies a case as an open default if
1) The case Is actively insured (insurance status is active), and
2) The case was previously reported as defaulted (regardless of when this was), and

3) The case was not reported as reinstated or non-claim terminated as of the most recent reporting
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Appendix E

occurrence.

In Neighborhood Watch, go to Servicing, Single Servicer, type in your 5-digit HUD Lender ID, then hit Submit.
Confirm the ID you selected, and click Submit.

=1 }= DO DOC
‘ ARLY WARNIN
Early Warning Servicing nalysis Details

=
SingleSeMcD EARLY WARNINGS — SINGLE SERVICER

Demmaen <ETI)
Reporting Servicer —
Delinquent y
Reporting Case Type first few letters of the senicers name or the 5 digit servicer id:
Level
|} 99999 | EARLY WARNINGS -- SINGLE SERVICER |
Select a Lender From the List Below: ‘ >

Institution Mame — Lender ID - Home Office City - Home Office State
[ABC COMPANY - 99999 |

Next you will see the different reports available for Early Warnings — Single Servicer. Choose “Loss
Mitigation — Delinquent Loans Reported”. The “Show only records between” field should start with 1 on
total delinquent loans.

I EARLY WARNINGS — SINGLE SERVICER I

Servicer: ABC COMPANY - 99999
Focus Area: United States
Options: Portfolio Summary
Dodfolio S L
L oss Mitigation — Delinquent Loans Reported
058 gaten - " S ral
Output Options:
Show only records betwee@ and| 9999999 |‘UTE| delinguent loans l"]
between and|9999999 | [forbearance actions [¥]
between 0 and 9999999 |% seriously delinquent loans [V]
Shows Data For: | Senicer Nationwide [+]
Sort By: ‘Tma\ Delinquent Loans [VI ‘Descending [VI

Once you hit submit, the system will display the report. The totals in each of the columns are
hyperlinks, and you can click on these to bring up a list of cases for the specific data sets.

Neig b(}rhood

EARLY WARNING SYSTEN

EarlyWarnings  Servicing  Analysis  Detalls  Queries  Reporting  Help/About  Home

ABC COMPANY - 99999
Loss Mitigation - Total Delinquent Loans Reported
in the United States
201

Sort Order by
Dota shoun incluces o 1 June 30,2012
United 300avs 50 Davs Loans as of niodficaton | GartalClaims | fMA-MAMP | Deedinliey | Preforscomwe
Ach

5
Rank| States Desnguent Qelinquent Losns Loans 06302012 Actions Actions Actions bons ‘Actions Actons
1 1 5 725 z 0

Displaying records 1 10 1 0wt of a total number of 1 records
Downkoed this report 0 an Excel e Helg)

Please Note: If a hyperlink for which you wish to pull up the case level shows a total of more than
12,000 cases, you will need to go back to the previous screen. Only 12,000 records can be downloaded
at a time. If you are a larger servicer, you may need to change the display options in the field “Show
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Data For”. There are several options for breaking down the list into 12,000 records or less.
e Try “Servicer rolled up to HOC level” first and then so on and so forth through the list.

e If you are one of the largest servicers, we do not expect you to pull anything broken down
further than the State level to piece together your report, so please contact NSC at
sfdatatarequsts@hud.gov to request this report, and we will run it manually for you.

EARLY WARNINGS -- SINGLE SERVICER

Servicer: ABC COMPANY - 99999
Focus Area: United States

Options: Partfolic Summary

Paortfolia Summary by Criginatar

Loss Mitigation - Delinquent Loans Reported
Loss Mitigation - Incentive Claims Paid

Compare Servicerto Area:  [] View ARRTS data

Output Options:

Show only records betwsen| ! and| 9999999 active portfolio
between|0 ang 9999999 total delinquent loans
btween|? ang £999995

=] =] =]

Show Data For: | Senvicer Nationwide [V
. Sericer Nationwide "
SortBy: | Actjye =il el v |Descending | %
g Senvicer rolled up to HOC level I ¢
Senicer rolled up to State level

Senvicer rolled up to HUD Office level
Senicer rolled up to MSA level

Make note of the date displayed as this is the cycle date for the data. Then click on the hyperlink case
count under “Total Delinquent Loans as of xx/xx/xxxx”.

ABC COMPANY - 99999
Loss Mitigation -- Total Delinquent Loans Reported

in the United States
Sort Order by Total Delinquent Loans as of 06/30/201 2.0 ing Order

Data shown includes alf single family loar€as of June 30, 2012

Total Delinguent Loans as of Eorbearance Loan Modification Partial Claims
06/30/201% Actions Actions Actions

;
-~
%

[L%)

=]

You will be prompted to choose Printing Format or Viewing Format. Either one will be fine. However,
you may want to consider choosing Sort By: “Delinquent Cycle Date,” Ascending to make your output
easier to work. Click Submit.

Servicer: ABC CONPANY (99999)

Area:  United States

Report Options: & Printing Format O Viewing Format

SoreBy: | Delinguent Cycle Date [+ Ascending v

Case Number

Loan Number

Holder ID

ADP Code

Mortgage Amount
Interest Rate

_Borruwer Nare

SSNIN Number

Street Address

City

State

Zip

Ins Status (A43)

Clasing Date

Endorse Date

First Payment Date
oL L npaid nstaiment .
< Definquent Gycle Date >
jent Status Date
Delinquent STatus Code
Delinquent Reason Code

Unpaid Balance
Foreclosure Start Date

Foreclosure Sale Date
Qccup. status
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This will bring up a list of all actively insured, open delinquent loans that have been reported for your
servicer id.

ABC COMPANY (99999)
Loss Mitigation - Seriously Delinquent Reported
All Seriously Delinquent - United States
Sort Order by Borrower SSN/TIN Last Four Digits in Ascending Order

Diexta shown is for all D by 07, 2002

gusncies Reported a

Date [Installment| Date Date Code Code Date
TInEET A 1
A 1
A 1
A 1
A 1
A 1
A 1
A 1
A 1
A
1 A 1
A 1
A
4 A 1
A 1
A
4 A 1
A 1
1 A 1
A 1
A
A
1 A

ALTUD LA, OA U

You can download this report to Excel and filter for loans needing further SFDMS reporting, but only about
12,000 cases at a time will download. As stated earlier, you can split the file up by geography on the Single
Servicer options screen and piece them together.

Displaying records 1 to of a total number of 922 records

Download this report to an Fxcel file Tjlelp]

How to work this report

From this list, we really want to focus on just a few columns. Let’s bring back our criteria to be an open
default per Neighborhood Watch:

1) The case Is actively insured (insurance status is active), and
2) The case was previously reported as defaulted (regardless of when this was), and
3) The case was not reported as reinstated or non-claim terminated as of the most recent reporting

occurrence.
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Appendix E

And let’s remember which cycle for which this data represents. For this example, this data is for the
6/30/2012 reporting cycle.

ABC COMPANY - 99999
Loss Mitigation -- Total Delinquent Loans Reported

in the United States
Sort Order by Total Delinquent Loans as of 06/30/201 2 jpDesserding Order

Data shown includes alf single family loans a€ of June 30, 2012

Total Delinguent Loans as of Forbearance Loan ModifiCa Partial Claims
06/30/2012 Actions Actions Actions
3.725 473 3 a

The first two cases were reported for the 6/30/2012 default cycle. Therefore, they are open defaults but
they are not open defaults for which the servicer has failed to comply with regulations and policy; they were
reported on for the most recent default cycle.

The next two cases listed were not reported for the 6/30/2012 default cycle, so therefore, they are out of
compliance with regulation and policy. The servicer should immediately report the status to HUD. If the
case is current, the servicer should report it as reinstated as of the current default cycle as cases cannot be
“back reported.”

Finally, the last case was reported for the 6/30/2012 cycle. However, it was reported as a claim terminated
case (preforeclosure sale completed) and the insurance has not yet been terminated. Often this occurs
automatically once the claim is filed. However, the servicer should monitor this to ensure that this case
does in fact become terminated once the claim has been processed.

Oldext [DrelinguentDelinguentCelinguent|]

Caze In: Status

Inpai 7 5 3 5 5
372-1111111 A 080108 0216010 68
371-1111112 A (401,12 (430012 41
341-1111113 A 020195 (022805 [022R035 41
372-1111114 A 1070108 [ 1v31408 | 1031408 41

372-1111115 @ 110110 | 0630713 | B6/19012 @

44



Revision History

REVISION HISTORY

Section Effective Summary Made By

Type

Who Will Be Scored
Who Will Be Scored
Contact Information
Foreclosure
Prevention

Foreclosure
Prevention

SFDMS Reporting

Loss Mitigation
Engagement

Who Will Be Scored

Foreclosure
Prevention

Appendices

Reformatted entire
document

Introduction

Addition
Change

Addition
Addition

Change

Addition

Change

Change

Change - Major

Addition

Formatting

Addition

FY12 Q1
FY12 Q1

FY12 Q1

FY12 Q1

FY12 Q1

FY12 Q1

FY12 Q1

FY12 Q2

FY12 Q2

FY12 Q2

FY12 Q2

FY12 Q3

Procedure for opting out.

Using quarter end snapshot data to determine
delinquent portfolio size instead of averages over
time.

Contact information that was in the announcement
letters.

Added trial payment plan (08) to List 2

Change to methodology (slight). Bonus point

eliminated. Total points required to get a 100% is now

14. 1 point assessed for loss mitigation (formal and

informal) and another point assessed for formal loss

mitigation.

Subservicers should report under servicer of record ID

in suggestions to increase score.

Change to methodology. Engagement rate is now

engagement ratio measured ratio of reported actions

divided by 90+ day defaults as opposed to reported

actions divided by all defaults. Engagement ratio now

has a benchmark of 50% and work-out ratio now has a

benchmark of 65%. Both comprise the score with

engagement ratio worth 75% of the score and the

work-out ratio worth 25% of the score.

Delinquent has been changed to seriously delinquent

(i.e. 90 days down or more). Formal loss mitigation

claims cannot be filed until the loan is down 90 days or

more and since that is used in the scoring criteria, this

should be changed.

Methodology changed. There is a total of 100

available points for every first time in episode new

first legal action (default status code 68) reported.

Points can be earned as follows:

e Sliding scale of points for the number of months
delinquent

e Sliding scale of points assessed if the loan was
reported as non-borrower occupied

e 5 points for each type of loss mitigation attempt
reported in the default episode; limit of 3.

e 5 points for an AO ineligible for foreclosure reported
prior to the new first legal action.

e Any loan found to be dual tracked automatically gets
0 points.

Appendix A, B, & C based on feedback from webinar.

Added Appendix D by removing the information from

the narrative so it could be more easily referenced.

Rearranged how information was presented for

clarity. Aldo included CFR & ML references were

applicable.

Added in clarification of holder versus servicer versus

subservicer. Servicers may also request a breakdown

of scores by holder.

JER
JER

JER

JER

JER

JER

JER

JER

JER

JER

JER

JER
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Revision History

Loss Mitigation Addition FY12 Q3 Added in ACD and CWCOT to the work-out ratio JER
Engagement calculation.

Appendix E Addition FY12 Q3 Included NSC’s SOP for reconciling open defaults that JER
require further SFDMS reporting.




