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Reminders 

 This training is a summary of the detailed requirements of 

the Single-Family Seller/Servicer Guide (“the Guide”) 

relating to the Freddie Mac Standard Short Sale and is not 

a substitute for those requirements.   

 It is meant for educational purposes only.  For additional 

information, please reference the applicable sections of the 

Guide.  
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Guide – http://www.freddiemac.com/singlefamily - then click on AllRegs 

http://www.freddiemac.com/singlefamily
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Foreclosure Sale Postponement 

 Effective immediately, we have 

eliminated the requirement for Servicers 

to obtain written approval from Freddie 

Mac to postpone a foreclosure sale for 

mortgages that are more than 12 months 

delinquent.  

» Servicers now have delegated 

authority to postpone any foreclosure 

sale if they have determined that 

doing so will protect Freddie Mac’s 

interests.  
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66.32.1 - Foreclosure Sale Postponements 
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Alternatives to Foreclosure Hierarchy 

Reinstatement and 
Relief Options 

 Freddie Mac 
Relief RefinanceSM 

• Full or partial reinstatement  

• Repayment plan  

• Forbearance – short-term, 
long-term, or unemployment 

Effective for evaluations on 

or after 7/1/2013 

Freddie Mac 
Standard Short Sale 

Freddie Mac Standard 
Deed-in-Lieu of 

Foreclosure 

Freddie Mac 
Standard 

Modification 

HAMP 
Modification 

Freddie Mac 
Streamlined 
Modification  

Liquidation Options 

Retention Options 
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Guide Section 64.6 - Evaluation hierarchy, borrower solicitation and communication – 07-01-13 
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Documentation Requirements  

 A complete Borrower 

Response Package (BRP) 

includes: 
– Completed and signed Uniform Borrower 

Assistance  

Form (Form 710) or a customized 

equivalent 

– Income and hardship documentation 

– Completed and signed IRS Form 4506T-

EZ, Short Form  

Request for Individual Return Transcript 

 Credit Report 
– Occupancy 

– Debt payments 

– New mortgages, if applicable 

 Property Valuation / Broker 

Price Opinion (BPO) 
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Guide Section 64.6 - Evaluation hierarchy, borrower solicitation and communication – 07-01-13 
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Survey Question 

Q:  When is the Freddie Mac Standard Short Sale effective? 

        

» A.  Immediately 

» B.  November 1, 2012  

» C.  January 1, 2013  

 

6 



© Freddie Mac May 2013 7 

Standard Short Sale Eligibility  Requirements 

Current 
or <31 Days 
Delinquent

Back-End DTI Criteria 

Back-end ratio > 55% (Service 

Members with PCS Orders exempt 

from back-end DTI criteria.) 

31-90+ Days

Delinquent

Delegated / Non-delegated 

Delegated:  Death, divorce (includes legal separation and separation of 

borrowers unrelated by marriage, civil union or similar domestic 

partnership under applicable law), long-term/ permanent disability, distant 

employment transfer including PCS (> 50 miles one-way) 

Non-delegated:  Other hardships (Guide Section 65.17 (a), same as Form 

710.  Hardships not listed requires written explanation from the borrower 

 

Current 
or <31 Days 
Delinquent

Delegated 

31-90+ Days

Delinquent

N/A 

Occupancy 

Current 
or <31 Days 
Delinquent

Primary 

31-90+ Days

Delinquent

All occupancy 

types eligible 

B65.36 - Short Sale Eligibility Requirements and Servicer Approval Authority (11-01-12) 
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Standard Short Sale Eligibility  Requirements 
(cont’d) 
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• Borrower occupants who are not required to 

contribute may receive up to $3,000 relocation 

assistance, minus any relocation assistance 

received from other sources provided they 

occupy the property as their primary residence at 

the time of evaluation 

• Borrowers subject to PCS orders will not be 

eligible for relocation assistance as the 

government assists in defraying the costs of the 

service member’s relocation  

• First-lien mortgages owned, guaranteed, or 

securitized by Freddie Mac 

• FHA, VA, and RHS guaranteed mortgages are 

eligible, subject to the relevant agency’s 

guidelines.  

• MI prior approval or delegated per the Service 

Loans application 

• Per Section B65.36 if the mortgage is subject 

to recourse or indemnification the servicer may 

approve a short sale provided the servicer 

reports and remits a full payoff to Freddie Mac 

and absorbs any losses and expenses related 

to the delinquency. 

• New Mortgages not allowed during hardship; 

however, as an exception if the hardship is due 

to distant employment transfer,  relocation due 

to new employment or PCS the  Servicer is 

Delegated  to approve if  the new mortgage is 

for borrowers 90 or more days delinquent 

 

B65.36 - Short Sale Eligibility Requirements and Servicer Approval Authority (11-01-12) 

B65.44.1 - Borrower Contribution and Relocation Assistance (03-01-13) 

Mortgages Relocation Assistance 
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Standard Short Sale Contribution 

Contribution 

Cash contribution in accordance with Guide 

B65.37.   

Current 
or <31 Days 
Delinquent

31-90+ Days

Delinquent

Cash and /or promissory note using 

guidance provided in  Guide B65.37.   

90+ Days

Delinquent

And a credit score less than 620 at the time 

of evaluation, no contribution is required    

B65.44.1 - Borrower Contribution and Relocation Assistance (03-01-13) 
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Survey Question 

 Q:  Servicers are now delegated to approve all requests for 

the Standard Short Sale. 

 

     Is this correct? 
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Determine if Transaction Meets MNP  

Up to an aggregate 
of $6,000 

Determining an acceptable transaction 

 Minimum acceptable net proceeds are met or exceeded 

 and 

 Allowable transaction costs reasonable 

Total net proceeds:   $89,750 

Minus borrower relocation, if 

applicable  – 3,000 

Total Net Proceeds 

Gross sales price 

 (purchase offer) 

Example: 

$107,500 

Minus the maximum amount paid  

to subordinate lienholders – 4,000 

Minus allowable transaction costs –10,750  
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Up to a maximum of 
$3,000 if applicable 

B65.40 - Short Sale Transaction and Processing Requirements (11-01-12) 
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New Technology Using Service Loans 

Servicers must retrieve a property value and minimum net proceeds by using the new 

Obtain Valuation functionality which provides:  

» The estimated market value of a subject property, which servicers should use to 

provide listing price guidance to the borrower and real estate broker 

» A minimum net proceeds amount, which is the minimum amount that Freddie Mac 

will accept upon closing, regardless of the sales price. The Servicer may not divulge 

the minimum net proceeds amount to any other parties including, but not limited to, 

the borrower, real estate broker, or housing counselor  
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B65.38 – Property valuation and minimum net proceeds 
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Short Sale Communication Time Lines 

Short sale: Submission of purchase offer and Servicer decision 

Days Action required 
3 Business Days The Servicer must acknowledge receipt of the purchase offer within three 

Business Days 

30 days (no later than 60 

days) 

 The Servicer must respond to the Borrower with a purchase decision within 

30 days of receipt of the purchase offer.  

 If the purchase offer does not meet Freddie Mac’s minimum net proceeds 

threshold, the Servicer must notify the Borrower and include an acceptable 

counteroffer in its response. 

 If the Servicer is unable to provide a decision within 30 days following receipt 

of a purchase offer, then the Servicer must: 

 Notify the Borrower within the 30 day time limit that the purchase offer is 

still under review; and  

 Provide the Borrower a status update each week thereafter indicating the 

reason(s) why a decision is pending. However, the Servicer must provide 

the Borrower with a decision no later than 60 days after receipt of a 

purchase offer. 

Short sale: Counteroffers (if purchase offer is less than the minimum net proceeds) 

Days Action required 

5 Business Days The Borrower must respond to the Servicer’s counteroffer within five Business 

Days of the date the counteroffer is received 

10 Business Days The Servicer must respond to the Borrower within 10 Business Days of receipt of 

the Borrower’s response to the counteroffer  

13 
B65.39 – Communication time lines 
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Survey Question 

 Q:  Borrowers are only required to contribute to the loss 

under certain conditions. 

     Is this correct? 
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Short Sale Closing Requirements 

Arms Length Transaction 

No Sales Proceeds/Commissions 

Release of Deficiency 

Resale Restrictions 

HUD-1/Closing Follow-up 

Payments to Subordinate Lienholders 
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Short Sale Closing Requirements 

No Sales Proceeds/Commissions 

Neither the borrower(s) nor the purchaser(s) will receive any funds or 

commissions from the sale of the mortgaged premises. The borrower 

may receive a payment if it is offered by the Servicer, approved by 

Freddie Mac and reflected on the HUD-1 Settlement Statement. 
 

Unless a real estate broker’s sales commission exceeds six percent of 

the homeowner’s mortgage, Servicers cannot renegotiate a lower sales 

commission. 

B65.40(a) – Sales proceeds 

B65.40(e) – Real estate broker commissions 
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Arms Length Transaction 

An "arm's length transaction" is a transaction between parties who are independent of one another, 

and unrelated and unaffiliated by family, marriage or commercial enterprise, other than the purchase 

and sale of the mortgaged premises between the borrower(s) and the purchaser(s) that is the specific 

subject of the proposed short sale as disclosed to the Servicer 

 

New Guide Exhibit 97, Short Sale 

Affidavit, a template representative of 

the short sale affidavit requirements 

set forth in Section B65.40, Sales 

Transaction and Processing 

Requirements. Servicers may use the 

short sale affidavit template when 

requiring parties to the transaction to 

attest that the short sale constitutes an 

“arm’s length” transaction.  

Short Sale Closing Requirements 

B65.40(h) - Short sale affidavit 
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Short Sale Closing Requirements 

 The Servicer must instruct the settlement agent to: 

» Ensure the deed conveying the mortgaged premises from the borrower to the 

purchaser contains a provision to restrict any re-sale of the mortgaged premises for 

30 days following the short sale closing.  

» Restrict re-sales of greater than 120% of the short sale’s sales  

price for the period beginning 31 days after the short sale closing  

and ending 90 days from the short sale closing.  

 The deed must contain the following provision: 

Grantee herein is prohibited from conveying captioned property for any sales price 

for a period of 30 days from the date of this deed. After this 30 day period, Grantee 

is further prohibited from conveying the property for a sales price greater than 

$(120% of short sale price) until 90 days from the date of this deed. These 

restrictions shall run with the land and are not personal to the Grantee. 
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Resale Restrictions 

B65.40(i) – Re-sale deed restriction 
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Short Sale Requirements 

Payments to Subordinate Lien Holders 

Payment of up to an aggregate of $6,000 to subordinate lien holders 

will be offered in exchange for releasing each subordinate lien, 

extinguishing the underlying debts, and waiving the right to pursue the 

deficiency.  

 

If there are multiple subordinate lien holders, the Servicer has 

discretion to divide the $6,000 payment among them.  

 

Subordinate lienholders may not receive any other payments from the 

Borrower in connection with the short sale. 

B65.40(c) – Payouts to subordinate lien holders 
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Short Sale Closing Requirements 

The Servicer must: 

 Maintain the original short sale affidavit in the mortgage file in accordance with the 

requirements of Section 52.3 and provide Freddie Mac with a copy of the short sale affidavit 

upon request 

 Review the HUD-1 Settlement Statement prior to closing to ensure proper transfer of title 

directly from the borrower to the buyer 

 Review the HUD-1 Settlement Statement and deed within five business days after closing to 

validate compliance with this chapter and the Servicer's approval instructions, including:  

» The name of the buyer on the HUD-1 Settlement Statement is the same as shown on the 

sales contract; 

» The HUD-1 is consistent with the closing instructions, especially regarding ineligible 

transfer of title to related parties; and 

» The deed has been recorded in the name of the buyer and contains resale restriction 

language as required in Section B65.40(i). 
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HUD-1/Closing Follow-up 

B65.41(a) – Closing, reporting and remittance requirements  
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Short Sale Closing Requirements 

Release of Deficiency 

If the borrower has acted in good faith and in compliance with the 

Guide and all applicable local, state and federal law, then Freddie Mac 

will not pursue the borrower for the entire amount owed under the 

current mortgage. 

 

However, if the borrower had knowledge of and/or  

consented to a transaction that was not in compliance  

with the Guide and all applicable local, state and  

federal law, Freddie Mac reserves its rights to pursue  

any and all participants.  

B65.41(f) – Release of deficiency  
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Survey Question 

 Q:  In the “Obtain Valuation” process, the Servicer will give 

guidance to the borrower, realtor or housing counselor, etc. 

on the estimated market value of the property but not the 

minimum net proceeds required from sale.   

 

     Is this true or false? 
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Resources 

 Freddie Mac Standard Short Sale web page 

 FreddieMac.com/singlefamily/service/short_sales.html 

 

 Standard Short Sale Fact Sheet for Housing Counselors 

 http://www.freddiemac.com/corporate/housingpros/pdf/fm_standard_short_sale.pdf 

 

 Standard Short Sale Fact Sheet for Consumers - English 

 http://www.freddiemac.com/corporate/housingpros/pdf/short_sale_consumer_fact_sheet.pdf 

 

 Standard Short Sale Fact Sheet for Consumers - Spanish 

 http://www.freddiemac.com/corporate/housingpros/pdf/short_sale_consumer_fact_sheet_spanish.pdf 
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http://www.freddiemac.com/singlefamily/service/short_sales.html
http://www.freddiemac.com/singlefamily/service/short_sales.html
http://www.freddiemac.com/singlefamily/service/short_sales.html
http://www.freddiemac.com/corporate/housingpros/pdf/fm_standard_short_sale.pdf
http://www.freddiemac.com/corporate/housingpros/pdf/short_sale_consumer_fact_sheet.pdf
http://www.freddiemac.com/corporate/housingpros/pdf/short_sale_consumer_fact_sheet_spanish.pdf
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Resources 

 Freddie Mac Loan Lookup 

https://ww3.freddiemac.com/corporate/ 

 

 Subscribe to our news center -  

http://www.freddiemac.com/corporate/housingpros/ 

 

 Escalations 

– Escalation process located in Guide chapter/section 

51.5.1 
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https://ww3.freddiemac.com/corporate/
http://www.freddiemac.com/corporate/housingpros/
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Resources for Housing Counselors 
 

Stay Connected! 

Subscribe to Freddie Mac’s Housing Professionals Outreach News  

Get the Latest News on  

Freddie Mac Borrower Outreach Initiatives 

Sign Up for Trainings 

Obtain Information That Helps With 

Your Borrower Engagement Strategies 

 
Staying connected is quick and easy! 

Go to Freddie Mac’s Housing Professionals 

Outreach News Subscription Center and 

sign up today!  

Visit: 

http://www.freddiemac.com/corporate/housingpros/subscribe.html 

 

http://www.freddiemac.com/corporate/housingpros/subscribe.html
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Questions? 

 

 

 

 

Freddie Mac Standard Short Sale  

 

 

 

 

 

Thanks for your participation! 
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