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Session Housekeeping

Muted Lines: All lines have been muted upon entry
and will remain on mute to prevent interference.

Recording: This session is being recorded and will be
available on the QC Webpage. If you have any
objections, please disconnect now.

Questions: Please enter your questions directly into
the Q&A box in the bottom right corner of your screen.

Technical Issues: Please use the raise hand icon to
request assistance.
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2022 Q2 “Let's QC” Webinar —
Community Lending Series




“Let’s QC” Quarterly Webinar Series — Community Lending A

O 1 Provide training and guidance

Goal of Series

Allow transparency and insight into our Quality Control
loan review process

Give you useful information to incorporate into your
Underwriting and QC process
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Agenda

The QC Journey: From File Request to Final Decision

i

Topic 1

QCA from Submission to
Final Decision

- Areview of each step
from central processing
and underwriting and the
timeline starting from
loan file request through
the underwriting process

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

= |
=0
Topic 2

Let's Remedy through QCA

- Adiscussion on how to
utilize QCA to manage your
remedy pipeline and some
helpful best practices

S|

Topic 3

Trending Defects in QC,
Sampling & Impact of NAQ Loans

- Adiscussion on the top trending
defects in QC for the past 12
months as well as our QC
samples and the impact of not
acceptable quality (NAQ) loans
on your monthly sample
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Topic 1 — QCA from Submission to Final Decision A

From File Request to Final Decision

What is the fastest way to get my
loans through the quality control
underwriting process?

4
@

File Timeline Review

Can you share tips that will facilitate
a quicker and better outcome with
Freddie Mac QC?

What can | do to lower my
NAQ rate?
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Topic 1 — QCA from Submission to Final Decision A

From File Request to Final Decision

File Timeline Review

- - - . —
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Topic 1 — QCA from Submission to Final Decision A

From File Request to Final Decision

Missing Doc Request for

File Timeline Review s 10 days o rospord

v 4
e, — REERY — E
. t + t |

I Accept

7

Delivery Extension Missing Doc Request

Seller has +15 days for CORE Documents
Seller has 10 days to
respond

!

Seller agrees to

Make-Whole -

Repurchase or

Repurchase

Alternative (if l
eligible)
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Topic 1 — QCA from Submission to Final Decision A

Ways to Deliver Files to Freddie Mac

Quality Control Advisor

Quality Control Advisor (QCA)

Post-Funding Loan Review

FEM Document Management System (DMS)

)

=L
— m| Managed File Transfer — MFT/SFTP

Pick only one delivery path and leverage the full 30-day window to increase the probability of delivering a complete
loan package.
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — File Request to Imaging

File Timeline Review

Imaging/Indexing/

4 )

4 ) - i
- Credit Risk Analytics Request File . Once team receives

. Reverification
& Reporting Team

picks loans or
samples

- Sends to Central
Processing Team

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

- Central Processing
Team issues 30-day
notice to
Seller/Servicers

\ Sample / Loans

files, the next step is
to image, index and
perform
reverifications

File Received

- Done within 25 days;

Once completed the
loan is assigned to a
QC underwriter for
review

Prepared by: Single Family Risk Management
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Topic 1 — QCA from Submission to Final Decision

Quality Control Document Checklists
Note: Checklists are located in "Quality Control Advisor*

Freddie Freddie Mac Quality Control Review Documentation Checklist Freddie Freddie Mac Anti-Predatory Lending Compliance & Freddie Freddie Mac Anti-Predatory Lending Compliance ‘|

Performing/Non-Performing L oan Review Documentation Checklist
(Dual Review) Documentation Checklist

Seller/Servicer #: Freadie mac Loan #: ervicer £ Freddie Mac Loan £:

ller/ Seller/Servicer #: Freddie Mac Loan #
Contact Name: Phone #: Contact Name: Phone #: Contact Name: Phone #:
Email Address: Fax #: Email A Fax #: Email Add Fax &:

Frovide ONE legible copy of the documentation applicable to the loan, program and commitment. Electronically delivered documentation  Provide ONE legible copy of the documentation applicable to the loan, program and commitment. Electronically delivered documentati

Provide ONE legible copy of the documentation applicable to the loan, ram and commitment. Electronically delivered documentation
must be encrypted must be encrypted. g 24 s prog ¥

must be encrypted.
ALL MORTGAGES

ALL MORTGAGES ALL MORTGAGES

The following documents are required for all morigages as applicable. ) _ _
See below for additional requirements for other specific loans/programs/commitments. The following documents are required for all mortgages as applicable.

See below for additional requirements for ofher specific loans/programs/commitments.

The following documenis are required for all morigages as applicable.

Critical Loan Documentation Included NIA s N See below for additional requirements for other specific loans/programs/commitments.
Critical Loan Documentation Included N4
1. | Credit History - Include credit reports, explanation for derogatory items and recent inquiries, other O O - - " — — — O Critical Loan Documentation Included NI A
supporting documentation, (e.g., evidence of account payaffs, bankruptey, ete.) 1. ‘R_at‘e Lock Ag or Di - For loans with initial loan applications dated on - —— —
and after 10/01/2009 1. Borrower Rate Lock Agreement or Disclosure - For loans with initial loan applications O O
2. HUD-1/Settl it Stats tTRID Closing Discl - Provide final i f licabl f 10/01
docume: emen osing rovide inalversion of applicatie o S| 2. Credit History - Include credit reports, explanation for derogatory items and recent inquiries, other O O dated on and after 10/01/2008
a L — Unite — oations (Farm #63) - Indhude bots the el O O supporting documentation. (e.g.. evidence of account payoffs. bankruptey. etc.) 2. | HUD-1/Settlement StatementTRID Closing Disclosure - Provide final version of O O
. oan A : Uniform oan A orm - Include the initial » - " — - - applicable document
{often handwritten) and final (usually typed), dated and signed [ Provide any supporting 3. ;I;.IGDJml.'ES:ﬂIement StatementTRID Closing Disclosure - Provide final version of applicable O O PPl
documentation (e.g., explanation of discrepancies) _ 3. Loan Appli : Uniform Residential Loan Application {Form #85) - Include the initial O O
. 4. Loan icatis - Uniform i ial Loan Applicati (Form #65) - Include both the i O O (often handwritten) loan application, dated and signed by the borrower
4. | Mortgage Insurance Certificate o O (often handwritten) and final (usually typed). dated and signed applications. Provide any supporting —
5. | Mote - Include endorsements, modifications, assumptions, releases of liability, andior ARM [m} O documentaticn (e.g.. explanation of discrepancies) 4. | Mortgage Insurance Certificate 0 0
Conversion documentation 5. | Mortgage Insurance Certificate O O 5 Note O O
G. | Property Valuation Documentation | O & Note - Include endorsements. modifications. assumptions, releases of liability, and/or ARM [} O 8. | Truth-In-Lending Disclosure - Provide the final disclosure O O
#  Uniform Residential Appraisal Report with supporting addenda (e.g.. building Conversion documentation
ketoh, locati . ete. Additional Required Loan D ation Included NIA
. s::mS oofc;u:'::::demri arables 7. Property Valuation Documentation O O =
) e ) p. T s  Uniform Residential A isal R ith i ddend. buildi 7. | Affiliate Business Disclosure O O
»  Satisfactory completion certificate andlor receriification of value niform Residential Appraisal Report with supporting addenda (2.g.. building
) ) ketch, locati . ete. - -
. S:j.l.ppoﬂing dogurre?:ar.ilcn ¢e.g..i:easehold documents, articles supporting price . ihems oofc:u:?j:;:r?decoriparables 8. Connurre:l Sudho'r}dlgate Mortgagf - Includeg:.e ::olze and HUD-1 for the subordinate O O
adjustments, perafl?g ncome Statement) ) »  Safisfactory completion certificate andlor recertification of value mortgage if made by the same creditor or an afilia
. :unomated_ynderwrung System (AUS) required collateral assessment *  Supporting documentation (e.g.. leasehold documents. articles supporting price 9. | Date Interest Rate Set/Date Rate Locked, if not clear on the rate lock confirmation: Date: O
ocumentation adjustments, Operating Income Statement)
7. | Sales Contract and all Addenda (fully execut=d) 0O 0 +  Automated Underwriting System (AUS) required collateral assessment
" " " documentation 10. | Date of Original Loan Application, if not clear on the Uniform Residential Loan Diate: O
Additional Required Loan Documentation Included NiA a. Sales Contract and all Addenda (fully executed) O O Application (Form #65)
a. Automated Underwriting System (AUS! Report - Include requlre-d doc.u.menta'.ion for the credit [m} O o, Truth-In-Lending Disclosure - Provide the final disclosure O O - - - — -
and collateral assessment that show the risk class, all underwriting conditions, as well as all 11. | Lender Compensation - Indicate the total amount of loan originator compensation, Amount: O
Minimum & Feadbach Additional Required Loan D tati Included NiA expressed in dollars, determined in accordance with 12 C.F.R. 1028.32(b)(1)(ii) in
o N - - N - - - N - Regulation Z, Truth in Lending. Pleaze do nof include compensation that has already been
a. Affordabl g Program Dy — Include Homeownership Education Certificate if O O 10. | Affiliate Business Disclosure [} O included az a finance charge on the HUD-1 Sefflement Statement.
L 1. Underwriting System (AUS) Report - Include required documentation for the credit and O O N ~ ~
10. | Buy-Down andior Seller Contribution Documentation O O collateral assessment that show the rick class, all underwriting conditions, as well as all Minimum Discount Point Information Included NIA
— - —— - - — it Feedback g Provide the following information only if borrower paid discount points (Bona Fide Discount
11. | Cond Project d tation - Include evidence that the Condominium O O - - - - - Points) were excluded from the total points and fees calculated in accordance with
Project approval was received from Fannie Mae's FERS OR a Fannie Mae CPM project acceptance 12. H Program D — Include Homeownership Education Certificate if 12 CF.R. 1026.32(b)(1)
certification OR a Condominium Homeowner iation Questi ire AND any other documents applicable — -
evidencing project eligibility 13. | Buy-Down andlor Seller Contribution Documentation O O 12. | The ::dmount ‘?:hefglgd?Rﬂig;gi:;ai(ﬁ???]?i(n'] N e;pnes;eld inzpeTrDEr:‘t.l diter:!ined in %: o
P E— P - " accordance wi FR X i)E) & (F) in Regulation Z, Truth in Lending
12| FEMA Standard Flood Hazard Determination (FEMA Form 81:83) or squivalentform - Inclue o o 14. | Concurrent Subordinate Mortgage - Include the Note and HUD-1 for the subordinate mortgage if [m] O
made by the same creditor or an affiliate. Please do not include compenszation that has already been 13. | The interest rate closest to par offered to the borrower before payment of discount points %
13. | Freddie Mac Prefunding Acceptance Letter or Single Loan Exception | O inciuded as a finance charge on the HUD-1 Sefflement Statement.
14. | Manufactured Home Appraisal Report (Form #70B) O O 15. | Condominium Project Eligibility de ion - Include evidence that the Condominium Project O ] 14. | The average prime offer rate, determined under 12 C.F.R. 1026.35(a)(2) in Regulation Z, | %:
- - - - - - approval was received from Fannie Mae's PERS OR a Fannie Mae CPM project acceptance ) ) . » A
15. | Miscellaneous Documenlat!on - (e.g., evidencs of sale for previous residence, dlvoroe_or ) O O certification OR a Condominium Homeowners Association Questionnaire AND any other documents Truth in Lending. as of the date the transaction's rate is et
separation decree, leases, bridge loan documentation, lender loan approval documentation, closing avidencing project eligibility 15. | The amount by which the interest rate was reduced (example: 0.125; 0.25; 0.50; 1.00 o O
instructions, etc.) . . e : 0.125; 0.25; 0.50; 1. :
16. | Mortgage Insurance Documentation - Include any documentation related to the rescission, denial O O 16. | Date Interest Rate Set/Date Rate Locked. if not clear on the rate lock confirmation: Date: | ete.), if the Bona Fide Discount Points reduced the interest rate
or the ilability of Mortgage Insurance
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Topic 1 — QCA from Submission to Final Decision

Quality Control Document Checklist

Freddie Freddie Mac Quality Control Review Documentation Checklist Freddle Ivial Freddie Mac Quality Control Review Documentation Checklist
W make | scsslkle | ) !
Seller/Servicer #: Freddie Mac Loan # Additional Required Loan Documentation - continued Included N/A
Contact Name: Phone # 17. | Payment History from the later of first installment due date or a date 12-months prior to and including O O
Email Address: Fax #: the morigage delivery/sale date to Freddie Mac
18. | Preliminary Title Insurance Binder or Commitment - Include all endorsements O

Provide OME legible copy of the documentation applicable to the loan, program and commitment. Electronically delivered decumentation
must be encrypted. 19. | S d Trust D ion - Include a copy of the Note O

Note:

Oojgo

2 i it i - R [
ALL MORTGAGES 20. .Umform Undlerwrmng & Transmittal Summary (Form #1077) - Include rationale for loan approval and D
The following documents are required for all morfgages as applicable. income calculations
See below for addifional requirements for other specific loans/programs/commitments. Loan Verifications Included N/IA
Critical Loan Documentation Included NiA 21. | Funds Verification for down payment, prepaid items, closing costs, financing cost, cash reserves: O O
. .

R R — * Aceoun Sellers committed to usin
2. Credit History - Include credit reports, explanation for derogatory items and recent inquiries, other O O * i\ccount Siatements (cluding retirement 2sset Acooon! staiements) S 2 g

supporting documentation, {e.g.. evidence of account payoffs, bankruptey, etc.) . ouppOr‘!l!’?g documentation (e.g., source .Of funds exp!angtnons & documentation, gift

— - - - - letters with transfer of funds documentation, sale of previous home, etc.} .
HUD-1 t Stat tTRID Closing Discl - Provide final version of applicable document O [} i Verifi t e C e C Ists an
22. | Income Verification:

4. Loan Applicati : Uniform Resi ial Loan icati (Form #85) - Include both the initial O O = o

¢ VerbalWritten VOE(s)
e Pay stubs, W2(s)/1099(s)

d tation ( lanation of i jes) H 1
ocumentation (e.g., explanation of discrepancies

g P P e For self-employed or commission income as appropriate (complete tax returns, d e I IVe rl n a CO I I l | ete | Oan
5. Mortgage Insurance Certificate - include any information related to the status of the mortgage

. N N . P balance sheets, YTD profit & loss statements and written income analysis)
insurance (e.g. - idenial notices, explanation for v of Mortgage Insurance)

*  Supporting documentation (e.g., leases, benefits statements, gap in employment o . . .
8. | Note - Include endorsements, medifications, assumptions, releases of liability, andlor ARM Conversien O letters, etc.) fl | e S e e an I n C re as e I n th e I r
documentation ¢ IRS Form 8821, 4508 or an alternate form acceptable to the IRS that collects

7. Property Valuation Documentation: O O comparable information, plus the IRS response if received

+  Uniform Residential Appraisal Repart with supparting addenda (e.g.. building sketch, 23. | Mortgage or Rental Verifications: O O Acce t D e C i S i O n R ate
location map, ete.) *  VOM(s) or VOR(s) (with at least a 12-month history) p -

{often handwritten) and final (usually typed), dated loan applications. Provide any supporting

O
O

O

*  Photos of subject ar!d. comparables ) ) e  Supporting documentation (e.g., letters of explanation, etc.)
»  Automated Underwriting System (ALS) required collateral assessment documentation
*  Satisfactory completion certificate and/or recertification of value ON-PERFOR OR
#»  For appraisals marked “subject to”, provide supporting documentation that all issues e follo g are addrtional do ents req ed for 3 on-perio g morigages
have been rectifid ) ] Loan Documentation Included N/A
- dd: | supporting d: tion (e.g., | hold documents, recorded community
land trust ground lease documentation, articles supporting price adjustments, 24. | Final Title Insurance Policy - Include all endorsements O O
Op““.”ﬂ Income Statement) . . L . 25. | Records of all collection efforts - Include borrower contacts, property inspections, attempts to develop I:l I:I
*  Inspection reports (e.g. - roof, septic, foundation, wood-boringftermite, ete.) a workout plan, bankruptey andlor foreclosure tracking Jogs
8. Sales Contract and all Addenda (fully executed) O O o A OR A
Additional Required Loan Documentation Included NiA e follo g are additional do ents required for all refinance mortgages
9. | Automated Underwriting System (AUS) Report - Include required documentation for the credit and O O Loan Documentation Included N/A
collateral assessment that show the risk class, all underwriting conditions, as well as all Minimum s
Feedback 9 28. | Payoff Statement - For refinance loans where the loan refinanced was originated or is currently held by O O
—— the same lender or an affiliate of the lender; include for the loan that was refinanced
10. | Buy-Down andior Seller Contribution D O O
R R DR R A OR
11. | Condomini Project Eligibility d tation - Include evid that the Condominium Project O O = - 3 \ Baliof Po . e
approval was received from Fannie Mae's PERS OR a Fannie Mae CPM project acceptance certification PN i Pecerion et calcbi, mtunds = COSRPEE
OR a Condominium Homeowners Association Questionnaire AND any other documents evidencing Loan Documentation Included N/A
project eligibility (Note: required even if a loan receives collateral representation and warmanty relief) = —
27. | Payment History for the loan being refinanced (Relief Refinance - Same Servicer only: Enhanced Relief O O
12. | FEMA Standard Flood Hazard Determination (FEMA Form 81-83) or equivalent form - Include O O Refinance - all)
evidence of flood insurance if applicable
" - N N 28, | Payoff Statement for the loan being refinanced O O
13. | Freddie Mac Prefunding Acceptance Letter or Single Loan Exception ] O
14. | Manufactured Home Appraisal Report (Form #70B) ] O 4 NER - X
ollowing are additional do ents required for all strea ed re e mortgages
15. | Miscell D tation - (e.g., evid of sale for previous residence, divorce or separation O O -
decree, leases, bridge loan documentaticn, lender loan approval documentation, closing instructions., Loan Documentation Included N/A
etc.} 29. | Origination Loan Package for the loan being refinanced - Include the complete package, including the O O
18. | Non-Escrowed ltems - if not already contained in the lcan file, provide evidence of the following: prior Freddie Mac loan number
+ HOAfee d°°”""e"bj‘_'-‘” i 20. | Property Valuation - Include evidence showing that the value of the property for the new mortgage is at O O
* gaz“r'? Iunsuzl._ance Policy Declarations Fage least equal to or greater than the value used to originate the mortgage being refinanced
- eal =state laxes
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — Underwriting

File Timeline Review o
Missing Doc Request for
CORE Documents
Seller has 10 days to respond

A

|

Missing Doc Request for
CORE Documents Seller
has 10 days to respond

Accept “

Delivery Extension Missing Doc Request

Seller has +15 days for CORE Documents
Seller has 10 days to
respond

Seller agrees to
Make-Whole
Repurchase or
Repurchase
Alternative (if

eligible)

Prepared by: Single Family Risk Management  © Freddie Mac
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — Underwriting

Freddie Mac Major Deficiencies

A major deficiency will result in repurchase and not a missing documentation request.

Example A Example B

Missing Documentation Missing Documentation

Pages 4 & 5 from purchase contract - HOA documentation
Seller Side of Closing Disclosure
Flood Certification

Major Deficiency
Ineligible Collateral Type = Condotel

Major Deficiency

Undisclosed liability (Example): Auto
loan opened one month prior to Note
date with a monthly payment
$759/month resulting in an increased
DTI that exceeds AUS tolerance and
Guide maximum 45%

15
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — Underwriting

File Timeline Review —
Missing Doc Request for
CORE Documents

Seller has 10 days to respond
Fy

|

Missing Doc Request for
CORE Documents Seller
has 10 days to respond

Accept -

Delivery Extension Missing Doc Request
Seller has +15 days for CORE Documents
Seller has 10 days to
respond

Seller agrees to
Make-Whole
Repurchase or
Repurchase
Altemnative (if

eligible)

© Freddie Mac
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Topic 1 — QCA from Submission to Final Decision A

Underwriting Q-Tips
Helpful Hints From Freddie Mac QC Underwriting

Underwriter comments contribute to an expedited review. Example:

Loan Transmittal Underwriting Comments:

LPA —58% LTVI/TLTV, 49% DTI. NCO Refi. Primary. used .5% for payments on student
loans. loan restructed- p/o JPMC credit card to qualify- liquid assets sourced with
January 2022 bank statement. mtg statement validates history, husband is on mtg and
borrower primary res and currently on title for last 12 months (validates continuity).
income — used b1l ssi (tax returns verify gross up) and va award letter, b2 se for >5 yrs —
used 2020 schedule c, p&l and 3 mths bank statements support income used to qualify.
schedule e for 3 rental properties owned >12 months and lease for new investment at
123 main St.

If the borrower is qualifying with rental income or offset, review Freddie Mac Guide Section 5306.1
for documentation and calculation criteria

17
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https://guide.freddiemac.com/app/guide/section/5306.1

Topic 1 — QCA From Submission to Final Decision A

Underwriting Q-Tips
Helpful hints from Freddie Mac QC Underwriting

Items to include: Freddielviac Form 91 Freddie Mac

Form 92

. 1
Income Calculations Net Rental Income Calculations — Schedule E
(Schedule Analysis Method)

- |lncome WOrksheets, such as T 2 08ty s, Sede ol e skt It B Sechde £ e Sy o

Form 21 s %0 be used o focument e Saller's caiculation of e Income for 3 seff-empicyed Somower. This must be based on the requirements and guidance Tor the detenmination of stable monthiy Income In

Eorm 91. f h self T I o T et
orm 91, for each self- - s ot e e -

for se-empiay=a Bomowers a3 descrived In Chapters 3204 and 3305 l. Met Rental Income from Schedule E [2- to 4-unit Primary Residence)

em ployed borrower L. Income Calculations from IRS Form 1040 2-T0 4-UNIT PRIMART RESIDENCE

'NET RENTAL INGOME CALCULATION — 3CHEDULE E7

Faninanos Trancaotion ihe prior yeanic)
IR Form 1040 Federal Individusl Incoms Tax Return |r—— |'r-— | S T
Property Asarecc:
. 1. W-2 Ingoms from sait-employmant (raportsd on IRS Fome 1040 and 1120 o 11208) e s e .
- Rental income worksheets, Mo of b _ — R
IRS FOm 1040, W-2 INCOME — OMcer COMpensation (S2chon S304.1{d))* # [+ FRenks rosived ) P
such as Form 92 for rental s e 3 [ e
"Waldate with business retums and IRE Form 1125-E, Compensation of Officers, as appiicabie wsurance® 1 -y
property 2. Scheduls B — Inferest and Ordinary Dividends Morigage Inferest paid o banks, sic.? ) ;
Recuming Inerest Income (Chapter 5305) +1 4] Tawes ireal estale onhyr ] [
Recuming dividend Income (Chapier 5305} ) i+ Depreciation andior Sepieton )
Dilvitiend Income from saff-ampioyment reported on RS Form 1120 [ ] oy associolion (HOA) dues ff speciically reporied o an -
Subwoeal of divigdends and INBresT H ] One Ime losses (8.0, casualy kss) F documented ]
Mon-cash deductons (e.g., amorizaton) =) +h
Subtctae) # 000 % 000

Recult Het Rental Inoome feaicufared fo a mentiily amound
{SUm of subfrat sidhiden oy nUMGer of apoicable Moris = Mat Reniad
Iz

"Bisfer tn E=cton S306.1 k) for et rental Income cakulation reguireTents
*This eaxpense, P added back, must b= nchuded In the montiy housing expense being used o estabish the OT1 mbo
3 The txess acded back must represent only Fey estale bees NOUDEd In e Monthly housng Expense

* Establiching DTl rafic (Seotion E308.1{d}): The monthiy Fousing expense must be cakcuiabed without the use of
rantsl income. The netFental INCome may b acded i T stabie montly INcome.

Fradde M Singie-Famiy Selfer,/Sendoer Guide Bulletis Fris-a Freddie Mac Sngle-Family SslenSandcar Gulde Bulistin 201525
S Page Fi-1 13041 Foo.q

18
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — Appeal Process

File Timeline Review

1

s oS-
| |

Seller agrees to Make-
Whole Repurchase or
Repurchase Alternative
(if eligible)
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Topic 1 — QCA from Submission to Final Decision A

File Flow Chart — Impasse

File Timeline Review

Submitted within 15 days from date of last denial letter
Documents to cure the defect must cover the time of underwriting
All documents that are to be considered must be submitted

QC Director will make final decision

Remedy team will schedule call at client’s request if decision is to uphold

20
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Quality Control Advisor
Tracking the loan through QCA

Clicking on any blue
number in the

SAMPLE AND DEFICIENCY \) MISSING \}
LOAN DELIVERY RESULTS / DOCUMENTS

summary section
will populate a loan
list that can be
converted to Excel

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

Topic 1 — QCA from Submission to Final Decision

7\

by
\ PEER
APPEALS PL NAQ
,.) COMPARISON ,)
(") Review Closed Date art Dain Belmnt Typa
End Dats
April, 2022 EE]
PL Key Data Accuracy Rate Current Qutstanding Remedies *
Corren : of all autetanding remedies
Prscentage of decisioned PL reviews where the ]
9 o/ LTV, T il DT were successfully validaled
/0 by Freddie Mac. Sample Type filier doesn't
apply.
. — &
PL Review Timeline put
5
o
53 . 3150 91-120
Type filter dossn't apply.

AGING BU

Summary

Summary of O loan reviews. Percentages may nal add up o 100 due (o round

Reviews
1,001

In Progress 25%

Accepted Reviews 67%
246 669

File Receipt Pending
128 Accept

583
Pre-Underwriting
Rescinded Remedies

Loan Review in Progress
118

Wigw Datalle

for mone infoemanon

Remedies 9%
86

Remedy Outstanding

Remedy Outstanding with Appeal
1
Alternatives
25
Repurchased
23
Other

21
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Topic 1 — QCA from Submission to Final Decision A

Quality Control Advisor
Monitoring your NAQ Rate

* What is considered a High NAQ rate?
* How do I lower my NAQ rate?
* What contributes to a high NAQ rate?

* What are some best practices?

22
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Key Takeaways
Quality Control

01 Submit a complete file with underwriting comments, rental and income
worksheets
02 Respond to all Missing Documentation Requests within 10 days
03 Provide a detailed cover letter with your appeal and supporting
documentation

04 Commit to QCA for delivery, tracking, training opportunities & quality
metrics

23
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Topic 2 — Let's Remedy through QCA A

Remedy Management Mission Statement

Remedy Management mitigates credit losses by resolving outstanding remedy requests through
relationship management and formulating and executing effective activities including:

Resolving remedy requests issued by QC Underwriting and Servicing Remedy Management
Issuing and resolution of remedy requests based on referrals from other departments
Developing and implementing remedy plans

Escalating clients who fail to resolve remedy requests in a timely fashion, and implementing new
tools to ensure timely and efficient resolution

26
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Topic 2 — Let's Remedy through QCA A

Appeals Timeline & Guide Requirements
Section 3602.8

Upon receipt of a Repurchase Demand for any violation described in Section 3602.2, if the recipient of the Repurchase
Demand (in this Section 3602.8, referred to as the "Seller/Servicer") has additional supporting information and/or
documentation that may affect Freddie Mac's decision, the Seller/Servicer may file an appeal. See Section 3401.1(f) for
information regarding Freddie Mac's review of Corrections (as defined in Section 3401.1(a) submitted by the Seller/Servicer.

Requirements
The appeal must include:
A statement of all relevant facts concerning the mortgage (a cover letter). Appeals received without an explanation of all
relevant facts will not be logged
An explanation of why these facts were not disclosed in the file during origination
A statement of why Freddie Mac'’s decision should be reversed
Documentation supporting the basis for the appeal

Timeline
Your first appeal must be submitted within 60 days of repurchase issuance
If a 2"d appeal is required, it must be submitted within 15 days of the first appeal denial and contain new information

Appeals received past the due date or 3 appeals will not be reviewed. Impasse request must be received within 15 days of
the last appeal denial

27
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Quality Control Advisor (QCA)

g | i - The Remedy
R S Management function
provides a view of the
loan status, latest
actions and provide
real-time comments

Welcome to Quality Control Advisor

Loan File Management
Manage your complete QC lo

Remedy Management
Manage your Remedy process

’ . The Notice section on
this page will show if
there are any updates
or issues with QCA and
provide some best

practices

Note: QCA is always a
day behind, for any issues
there is a technical
support phone number at
" S——— the bottom of the screen.
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Remedy Dashboard

The loan count totals, loan count percentage and dollar amount for the Total Estimated Owed are based on the selected filter criteria.

FreddieMac | Loan Advisor® = MENU

LOAN FILE MANAGEMENT MANAGEMENT REPORTING

%) Quality Control Advisor®

MISCELLANEQUS

Topic 2 — Let's Remedy through QCA

7\

’{5 Contact Us \j) Help |

REMEDY MANAGEMENT

Remedy Management

Data as of 05/18/2022

1 32 new comments available

Remedy Outstanding: 14

ﬂ FILTER BY |

LOANS <=60 DAYS LOANS 61-90 DAYS LOANS 91-120 DAYS LOANS 121-365 DAYS

13 0 1 0
92.86% P 0.00% P 7.14% P 0.00%
Pipeline Reports Document Upload Log
22 record(s) found
FM Loan # Seller Loan # Servicer Loan # Sample Type
Select
Aging Bucket Customer Status Remedy Source Disposition

Select Select Select Outstanding

LOANS > 365 DAYS

0
0.00¢
y °

Open Appeal
Select
Lender Channel

Select

Total Estimated Owed: 33,505,60251

LOANS WITH OPEN APPEALS

2
14.29%

P

Agree to Repurchase

Select

LOANS AGREED TO REPURCHASE

0
0.00%
A N A

(] Include Letter Text with Export to Excel

MI Only

Select

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

Prepared by: Single Family Risk Management
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QCA Dashboard Filter

Freddie Loan Advisor® £ MENU Cews Do Lo [FItErI ng OptionS
(%) Quality Control Advisor® LOAN FILE MANAGEMENT REMEDY MANAGEMENT MANAGEMENT REPORTING MISCELLANEOUS include filterin g by a
‘Remedy Source’
Remedy Management {0 32 new comments available - and/or ‘Current
| 9] Remedy
v IEECS e oustndng 22 ToulEsmate O 34,397,475.69 2 Description’

- To view loan detalils,

Remedy Source Current Remedy Description
SRM Loans Only Repurchase C“Ck On the blue
QC Loans Only Servicing Repurchase .
Servicing Repurchase Alternative hyp e rI I n k

Servicing Notice of Defect

Servicing Indemnification

- Access loan-level
details in aging

LOANS <=60 DAYS LOANS 61-90 DAYS LOANS 91-120 DAYS LOANS 121-365 DAYS LOANS » 365 DAYS LOANS WITH OPEN APPEALS LOANS AGREED TO REPURCHASE 1 b ) - H

uckets’ by clicking
20 1 1 0 0 2 0 on the blue symbol
90.91%

4.55% 4.559 0.00% 0.00¢ 9.09% 0.009 . .
4 4 4 4 4 4 Y. with three dots in
the bottom right
corner
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Pipeline

FreddieMac | Loan Advisor®

= MENU

Topic 2 — Let's Remedy through QCA

% Contact Us (%) Help

@E) Quality Control Advisor®

LOAN FILE MANAGEMENT REMEDY MANAGEMENT MANAGEMENT REPORTING

MISCELLANEOUS

Pipeline |J Reports | Document Upload Log ©)
} %
22 record(s) found [J Include Letter Text with Export to Excel =
FM Loan # Seller Loan # Servicer Loan # Sample Type Open Appeal Agree to Repurchase M1 Only
Select Select Select Select
Aging Bucket Customer Status Remedy Source Disposition Lender Channel
Select Select Select Outstanding Select
FILTER | RESET ‘
v FMLOAN # SELLER LOAN # SERVICER LOAN # BORROWER NAME REMEDY REPRESENTATIVE =~ REMEDY SOURCE MORTGAGE STATUS PAYOFF TYPE UPB LAST KNOWN UPB ESTIMATED TOTAL
Lisa Misencik Quality Control UW Current 411,972.02 412,710.98 41"
Lisa Misencik Servicing Remedy Mgmt Delinquent 112,064.67 112,064.67 11z
Lisa Misencik Servicing Remedy Mgmt Current 111,578.85 111,578.85 11%
Lisa Misencik Servicing Remedy Mgmt Current 146,494.55 146,666.48 14¢

The pipeline tab displays loan-level details for repurchases and remedy requests

Use it to ensure that no repurchases letters were missed

These reports can also

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

be exported to excel
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Topic 2 — Let's Remedy through QCA A

Loan Detall

Loan Detail
- The system displays the data pertaining to B
the specific loan. To view data, you can =
navigate among the Remedy, Appeal, e s TR R W TR el
Slr/Svcr, Loan, Ltr Text, Upload Docs tabs Remedy Dat
and if applicable, the View Loss Statement s s preme S wriaon
tab. p— wo s
Excesswe ;l;i{gations - Undisclosed non- emedy Data
- Users with Remedy Management Customer e iy e
Write roles can add new comments under Bt v b
the Comments tab and add/update the porsopmeRNP——
Customer Status field. Update the —
Customer Status by selecting the

appropriate status in the drop-down box. The e
update will be reflected immediately in the
Customer Status History.

Comments Customer Status History

32
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Topic 2 — Let's Remedy through QCA A

Appeal Sub-tab

Loan Detai

FMLoan#  SellerLoan# Servicer Loan #

- This tab shows logged
appeals along Wlth the appeal Remedy Appeal Slr/Sver Loan Lir Text Upload Docs
due date and expiration

Appeals Data
- If an appeal decision is still e N
pending, the Open Appeal
section will show “Yes” e
05/14/2022
- If an appeal has been denied, o

it will say so along with the
date of the denial

Comments Customer Status History

COMMENT USER # CREATE DATE
Reply. Lisa Misencik

Reply. ) Lisa Misencik

Comment 3. AWSTest cmmc_nkapur
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Topic 2 — Let's Remedy through QCA

Letter Text Sub-tab

Loan Detai

FMLoan#  SellerLoan# Servicer Loan # Data a5 of 05/18/2022

- Letter text doesn’t show
Remedy  Appeal /St Loan | LuTed  UploadDocs up in QCA until two days
LetterTex after the repurchase
demand letter or appeal
denial is issued

. PUBLISH DATE LETTER NAME LETTER TEXT

04/11/2022 Appeal Letter - Denial Freddie Mac acknowledges the prior transaction appraisal provided in the appeal. However, the

appraisal was expired and also not acceptable. The lean file is under review for a remedy ° Dou ble CI iCk O n th e Ioan

alternative and your Remedy Management representative will be in contact upon completion of

01/27/2022 Remedy Letter A subsequent appeal rescission resulting in a satisfactory conclusion of the component level A h b f h
review will not result in relief of Representations and Warranties described in Chapter I n t e ta Or t e text to

1301.111I(a). COLLATERAL The subject mortgage does not meet the eligibility requirements set

Letter Text Detail
04/11/2022 Appeal Letter - Denial

Freddie Mac acknowledges the prior transaction appraisal provided in the appeal. However, the appraisal was expired and also not
acceptable. The loan file is under review for a remedy alternative and your Remedy Management representative will be in contact upon
completion of the review.

— 34
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Topic 2 — Let's Remedy through QCA A

Uploading Appeals

All appeals must include a cover letter Loan betall

FMLoan#  Seller Loan # Servicer Loan # Data as of 05/18/2022

F .

Remedy Appeal Slr/Sver Loan Ltr Text Upload Docs

Step 1: Select Upload Type

Appeals

Step 2: Upload Documents

A cover letter must accompany any Appeal submission.

| A

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 i

1 1

1 1

1 1

1 1

1 1

1 1

1 1

1 1

g =l
Comments Customer Status History

-

CANCEL
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Topic 2 — Let's Remedy through QCA A

Document Upload Log

Pipeline Reports Document Upload Log

558 record(s) found

FM Loan # Doc Type File Name Batch Number Upload Status Submitted Start Date ‘Submitted End Date Submitted By Company Submitted By Upload Location

Select Select mm/dd/yyyy B e mm/dd/yyyy f Select

EXPORT TO EXCEL MULTI LOAN SEARCH

FMLOAN # ~DOC TYPE DOC DESCRIPTION VIEW DOC MULTILOAN  FILE NAME BATCH NUMBER RVW SEQ UPLOAD STATUS ERROR SUBMITTED DATE SUBMITTED BY COMPANY SUBMITTED BY PHOMNE NUMBER
Subject Loan Yes 63010 5 Complete 5/10/2022, 2:11 PN
Subject Loan Yes 63010 5 Complete 5/10/2022, 2:09 P\
Subject Loan Yes 63010 5 Complete 5/10/ 8 PN
Subject Loan 5 Error There was an issue processing/indexing the document. 5/10/ . 7 PN
Subject Loan 5 Error There was an issue processing/indexing the document. 5/10/2022, 2:06 PN
Subject Loan Yes 63009 5 Complete 5/10/2022, 2:03 PN
Subject Loan Yes 63009 5 Complete 5/10/2022, 2:00 PN
Subject Loan Yes 63009 5 Complete 5/10/2022, 2:00 PN
Subject Loan Yes 63007 5 Complete 5/10/2022, 1:38 PN
Subject Loan Yes 63007 5 Complete 5/10/2022, 1:38 Pi
Subject Loan Yes 63007 5 Complete 5/10/2022,

Subject Loan Yes 63007 5 Complete 5/10/202
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63007 5 Complete 5/10/2022,
Subject Loan Yes 63003 5 Complete 5/10/2022,
Subject Loan Yes 63003 5 Complete 5

/10/2022,12:42 P
» @

- After submitting an appeal, review the Document Upload Log and the Upload Status columns for errors

- If an error is found, it will need to be fixed or the appeal will not be logged
36
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Ad d i n g CO m m en tS Topic 2 — Let's Remedy through QCA A

- To leave a comment, click on the loan then click Add Comments

Note: Only the Remedy team can view comments. Utilize comments to advise once you have uploaded an appeal or
agreed to repurchase.

Add Ce ants
Add Lomments
EXPORT TO EXCEL MULTI LOAN SEARCH UPDATE STATUS ADD COMMENTS LETTER TEXT UPLOAD DOCUMENTS LOSS STATEMENT

v FM LOAN 2 E SAMPLE TYPE REVIEW TYPE REMEDY LETTER DATE MOTE DATE Loan Detail
GE, INC. Component PL 01/27/2022 05/07/2021
FMLOAN #
GE, INC. Other 03/17/2022 09/21/2006
GE, INC. Other 03/21/2022 08/26/2002
GE, INC. Other 03/21/2022 12/19/2003
GE, INC. PL Base PL 03/22/2022 07/26/2021

Add Comment

Comment I

Comment History

COMMENT USER . CREATE DATE

Reply. We can wait to do that. Food comes first 4/26/2022,
6:18 PM

Comment 4. Put up decorations AWSTest 4/26/2022,

cmmec_nkapur | 5:44 PM

SAVE CUSTOMER COMMENT CANCEL

37
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Topic 2 — Let's Remedy through QCA

Remedy Management: Reports

Pipeline | Reports = Document Upload Log There are 2 types of month end
S reports available under the
Month End Pipeline Report reports tab_

S . Month End Summary Report
2019-01

e - Month End Pipeline Report
e
s Pipeline | Reports | Document Upload Log
e
2017-11 Select Report Type
201710

Select

\

ey |  Month End Summary Report

sy | Month End Pipeline Report

38

SENSITIVITY CLASSIFICATION: CONFIDENTIAL Prepared by: Single Family Risk Management  © Freddie Mac



Topic 2 — Let's Remedy through QCA A

Month End Summary Report

-~ . mmm
FreddieMac Rep & Wamant Family
Ac A0
Dt Fapaort Produoed: [rili e
Outstanding Crigination Rapurohaces: Cutstanding 3ervising Repurchaces R
=3 =3 T =3 T Tebir T3 T epurc ases
— — = E——— I — = -
o = = = ok = - B & [
e = = = e 0 = x
= = = = = = = =
e s = = o ——— o, = | =
T T = = =
AQ AnalyeE Aging ArabyGks
e - - e —
- R =l - R ==Y P
o = reas | vt | mone o = - -
:I-?ﬂ F-1 1. 1% IR = . KI_GCE g E [
—— - = ¥ = —— : ———
Tl [.3 TR TR T | [ o= L3 AR E- ] |
- AQIng Aralyci - All RSpUrohacss
Age Group % of Total % of Towl §
e s e Fa
D — T =
T — = ,, =
e = = =
X Cwm o 3y 30 iy
Todei: 4 AORLEN 508, TRT,748 ABLEN
all Repurchases
s e
o
—
—
i
— I
—
o
i
o _ . .
p— -
Crgratisn Cutetanaing Altsrrasthvsc
- | | Totml | B Mamaran | oial | Total o AR
Repurchase Alternatives == —— = = e s =
[ M Amorwres I ] I 2 I Y 1 [ I I 2 I Y 1
Originaticn it v A Analysls - Serduing Aflsrnatives. -
§ of ASerraieal % of Totat D % o Totan Ags Orp Sof Adwrates | % ot Tootmt = % ol Total
— = = = : 1
120 Cywn ] £1-50 Drew |
ETe : = e Ty : n
Lo - = S x &
T F1 T3¢ 2%
=T : = =T 5 ]
b : = E = o = =
Aging - Servioing Motioe of Dedoct
[ Age vy B = 800 % of Total L] = .
L= o
= Servicing Notice of Defects
107, S
o i
s s
Sow-21 [ Jurdl Fab-32 Mar-23 A2 e
) ) L S s E—
Recewed & Est|mated e I I PP i s oo | o lome] © | vwm | o o] »
Sencing|
o . . . . " . . . . . . .
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Topic 2 — Let's Remedy through QCA A

Month End Summary Report Metrics

Outstanding Origination Repurchases Outstanding Servicing Repurchases
Indicator Dec-21 | Jan-22 | Feb-22 Target Indicator Dec-21| Jan-22 | Feb-22 | Target
Q 1 Q 1
Reﬁuf:ﬁiii"?m 48% | 0% 13.3% | <15% and Reﬁuf:ﬁiii"?m 0% | 0% 0% | <15% and
P 1121 0/16 2/15 | ==10loans P 0/0 0/0 0/0  |==10 loans
days days
% QOutstanding % QOutstanding
0% 0% 0% 0% 0% 0%
Repurchases = 365 0% Repurchases = 365 0%
days 0/21 0/16 0115 days 0/0 0/0 0/0
Appeals o o 0 0 Appeals Completed = 0 0 o 0
Completed > 30 0% 0% 0% =10% 30 days 0% 0% 0% =10%
fppea® Rdgig'm 21% | 57% | 0% 0%

If a repurchase becomes >120 days at month end, monthly late fees start being assessed
- The goal is to not have any repurchases become aged to this point and to resolve them within 30 days "
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Topic 2 — Let's Remedy through QCA A

Month End Pipeline Report

The Month End Pipeline Report provided in an Excel file includes the following three tabs of information:

- Outstanding Remedy Requests

¢ lssued Remedy RequeStS AutoSave (@ off) ¥  monthly pipeline report 427605_151851_null 042022 - E... 0
File Home Insert Page Layout Formulas Data Review View Help &7 Share L1 Comments
- Closed Remedy Requests -
flj & Arial ~ 10 ~ === %E’, General +| | Bl conditional Formatting EHinsert ~ 0 g
~ A = = —= ” . 0 v ~
- @~ B I U. A A === $ % 9 fZ Format as Table % Delete Editing .
y NN S A e=5= ©. Gy [iZZ Cell styles ~ fef] Format v ~
Clipboard [E Font ] Alignment 5} Number [ Styles Cells Ideas Sensitivity ~
Al - I FM Loan # v
A B . C . D . E . F . G . H . -~
FM Loan # Seller Loan # Servicer Loan# Borrower Last Name Remedy Remedy Mortgage Payoff Type UPI
1 Representative  Source Status
6672 "4779136672 Lisa Misencik qc Current
2 |
r r 1196 74766495115 Lisa Misencik srm Delinquent
» Outstanding Remedy Requests | Issued Remedy Requests | Closed | ... (¥ 4 »
Ready B L B +  100%

41
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Remedy Monthly Email Blasts Topic 2 — Let's Remedy through QCA A

The purpose of this email is to provide you with a current listing of your outstanding Remedy requests. If the list includes loans aged over 30 days, please reply with the update on resolution by June
01, 2022.

Your assigned Remedy Representative is LisaXXXXXXXX (XXXXXXXX@FreddieMac.com).

*** Any repurchases outstanding over 120 days will be subject to late fee charges. Any highlighted loans in red below will be over 120 days by month end.
***Please note that if you accept recourse that has been offered on a specific loan, you will be assessed a fee of 5% of the UPB the following month.

Insufiicient Income -
Income caloulated
1172022 &5 N o Bi10/a022 incomecthy Current 17352268 172522.88 Recourse

MI Company
32472022 42 N 1 3/20/2022 3/31/2022 415/2022 rescinded primary M Current 262803.26 263303.26 Repurchase

Unakle to caleulate
income -
Documentation
47252022 10 A 1 Bi32022 6/24/2022 i ientii Current BO7085.41 GOT085.41

How to appeal

Upload your appeal along with supporting documentation via Quality Control Advisor (QCA). If you do not have access, click Quality_Control_Advisor@freddiemac.com to sign up. Guide Section 3602.8 outlines the
appeal process and notes that the first appeal must be sent to Freddie Mac within 60 days from the date of Freddie Mac’s Repurchase Demand.

The appeal must include:

. A cover letter (statement of all relevant facts) concerning the mortgage. Appeals received without a cover letter will not be logged.
. An explanation of why these facts were not disclosed in the file during origination.

. A statement of why Freddie Mac’s decision should be reversed.

. Documentation supporting the basis for the appeal.

. Your first appeal must be submitted within 60 days of repurchase issuance.

. If a 2nd appeal is required, it must be submitted within 15 days of the first appeal denial and contain new information.

. Appeals received past the due date or 3 appeals will not be reviewed.

How to repurchase

If you are NOT the Servicer of record, please contact your Servicer to obtain loss figures/payoff amount.
If you are the Servicer of record, check the mortgage status and follow the below listed instructions:

For loans in Current, Delinquent or Foreclosure statuses — obtain payoff figures internally.
For loans in any other status, please submit a request through Quality Control Advisor (QCA). 42

Should you have any questions regarding the above information, please email your Remedy Sr.(XXXXXXX@FreddieMac.com)
SENSITIVITY CLASSIFICATION: CONFIDENTIAL
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. Topic 2 — Let's Remedy through QCA A
Remedy Management Best Practices p S

Access QCA daily to keep track of due dates for appeals and timelines

Check document upload tab after uploading an appeal to ensure there are no errors

Update customer status with the defined status of the Remedy request (i.e., Agree to Repurchase, Appeal
Submitted, etc..)

Utilize comment section by providing updates

Utilize dashboard to check aging and number of outstanding repurchases

Utilize the Issue Report to see if all remedy letters were received

Check right hand corner for Date of Reporting

On QCA landing page, check the Notice Section for important information on QCA downtime and other data

Review the monthly email blasts to reconcile your pipeline and provide updates on anything greater than 30
days outstanding

Utilize the Help button (?) on the right-hand side in QCA to assist in walking through the screens and training

43
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Topic 3 — Trending Defects
In QC, Sampling & Impact
of NAQ Loans
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Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

QC Sample Types

PL Base — Determines your NAQ

Targeted / Discretionary — Helps us manage risk

Component Based (CBR) — Hones in on specific aspects of a loan
Compliance (CPL) — Responsible Lending Guide Section 4202
Non-Performing (NPL) — Determined by different levels of delinquent payments

Guide Section 3402.4 — Minimum sampling required for Seller’s post close QC

46
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Tr en d I n g Defect I n QCA Topic 3—Trending Defects in QC, Sampling & Impact of NAQ Loans A

Reviews Closed May 2021 — April 2022

) Quality Control Advisor® LOAN FILE MANAGEMENT REMEDY MANAGEMENT MANAGEMENT REPORTING MISCELLANEOUS

SAMPLE AND REVIEW DEFICIENCY MISSING PEER
LOAN DELIVERY RESULTS RESULTS DOCUMENTS G COMPARISON HERLS
Deficiencies Findings
Filters
Use these filters to adjust the reports below.
Date Type Date Range Sample Type
@ Review Closed Date Start Date Select Type
O Funding Date May, 2021 & All Values
End Date

April. 2022 5]

Deficiencies
The charts below contain data for loans that have one or more significant defects that resulted in Freddie Mac requesting Remedy for the loan. If the significant defect was
cured, the defect is included in the “Accepted/Cured” part of the Deficiency Trending chart and not in any of the other deficiency charts.

Fluctuating

Top 5 Deficiencies Deficiency Trending
h rl 1 n m Resulting in Remedy Trend chart of deficiencies. This chart contains information for closed reviews only (no open appeals).
O U y I CO e Loans with multiple deficiencies will appear multiple times.

Income calculated incorrectly

IS the Ieadlng . Accepted/Cured (@) Deficiencies Resulting in Remedy ([ Total # of Deficiencies

cause Of th | S Appraisal Flexibility Violatio @ 5K
E— | O o] o~
C ate or Income doc-miss/insuff o m—"
g y o 3K cm—
[ /-‘-—“'—."—.
L 2K o
Income not stable/durable ol . .
i —
1,071 ] "
[ Z 1K
COVID Income doc-miss/insuff S
OK T T T T T T T T T T T T
I 055 May Jun  Jul  Aug Sep Oct Nov Dec Jan  Feb  Mar  Apr 47

2021 2021 2021 2021 2021 2021 2021 2021 2022 2022 2022 2022
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Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

Defect Comparison Year Over Year

March 2020 — April 2021 Reviews Closed May 2021 — April 2022 Reviews Closed

Top 5 Deficiencies Top 5 Deficiencies

Resulting in Remedy Resulting in Remedy

Appraisal Flexibility Violatio Income calculated incorrectly

2443
Income calculated incorrectly Appraisal Flexibility Violatio
I - I, > 05
RM Indem/Rec coll trigger met Income doc-miss/insuff

Income doc-miss/insuff Income not stable/durable

Income not stable/durable COVID Income doc-miss/insuff

360

1.066

48
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Defect Comparison Year Over Year

March 2020 — April 2021 PL Base

Top 5 Deficiencies
Resulting in Remedy

Income calculated incorrectly
297

Income doc-miss/insuff
191

Income not stable/durable

154

Liability doc miss/insuff
120

Insuff funds-Doc miss/insuff
96

SENSITIVITY CLASSIFICATION: CONFIDENTIAL
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Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

April 2021 — May 2022 PL Base

Top 5 Deficiencies
Resulting in Remedy

Income calculated incorrectly

Income doc-miss/insuff
422

COVID Income doc-miss/insuff
407

Income not stable/durable
271

Liability doc miss/insuff
172

49
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Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

Final Loan Decision

What makes a loan decision final?
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Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

Monthly Sample

Factors that determine your monthly sample

Volume
How much you sell to us in a given period

Confidence Level Needed
Determined by the volume

NAQ
Number of defective loans / Number of sampled loans in a given period

Look Back Period
Most recent 3 months completed (98%)

Final Remedy
Biggest hurdle in moving the NAQ

QOQQQ
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Missing Documents
Circular impacts from missing docs

Higher sample
volume adds
stress & costs

SENSITIVITY CLASSIFICATION: CONFIDENTIAL

Stress on front
end due to heavy
volume, changing
requirements and
staffing shortages

Higher
repurchase
rates increases
the samples for
QC review

q
Topic 3 - Trending Defects in QC, Sampling & Impact of NAQ Loans A

Stress leads to
more incomplete
files delivered to

QC

Increases
Missing Docs
Requests and
added stress
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Non-Fluctuating Income
Guide Section 5303.2

Earnings Type | Requirements and Guidance

Base non-fluctuating | For the purpose of determining stable monthly income, base non-fluctuating
employment earnings | employment earnings are considered to be earnings with a pre-determined
and agreed upon rate of pay and number of hours worked each pay period.

= The pay rate and number of hours worked must be reflected on an
ongoing consistent basis for each pay period and be fully supported by
the year-to-date income. In addition, if the annual salary is reported on
the income verification documentation, that may be considered additional
confirmation of base non-fluctuating earnings.

= Base non-fluctuating earnings may include both salaried and hourly
earnings; however, the pay rate and number of hours worked must not
fluctuate between pay periods
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Fluctuating Income
Guide Section 5303.2

Earnings Type Requirements and Guidance
Fluctuating hourly | For the purpose of determining stable monthly income, fluctuating hourly
employment employment earnings are considered to be wages that are based on an
earnings hourly rate of pay and where the number of hours fluctuate each pay period.

The required minimum 12-month history must be derived from either the
Borrower’s current hourly employment or a combination of current and prior
hourly employment. Fluctuating hourly employment earnings are typically
representative of non-exempt earnings.

Fluctuating hourly earnings do not include additional employed income (e.g.,
commission, bonus, overtime, tips). Refer to Section 5303.3 for requirements
and guidance pertaining to additional employed income.
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Fluctuating Hourly Income

Calculating income

g April 2021 g

SU MO TU WE TH FR SA

Scenario 28 29 30 31 1 2 3

Borrower paid . The file has 2 If the YTD income is *
$16/hour paystubs: April 9 & | $9,856: 1 12 13 4 s ] Te T
Apr” 16’ bOth . 353 month 18 19 20 21 22 23 24

At 40 hours per showing 40 hours a average through 25 26 27 28 29 30 1
week monthly pay week April 16 <  December2020 )
=$2,773 = $2 792 SU MO TU WE TH FR SA
- Paystub showed no 50 30 1 5> 3 4 s

Paid every Friday for additional sources of | * 3.37 month 6 7 8 9 10 11 12
the hours worked income average through s s 15 16 19 18 16
the week prior ép$”2| 324 20 21 22 23 24 25 26

2?23293::1312
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Fluctuating Hourly Income

Calculating income

Recap $16/hour at 40 hours per week = $2,773 per month
Year-to-date shows $9,856 and paystub through April 16 (3.53 months / 16 weeks)
3.53 months average = $2,792, RED FLAG it exceeds 40 hour/week income
The 16-week average = $616, Income is fluctuating not non-fluctuating
o 38.5 hours per week average
o $2,669.33 monthly average
3.53 month average uses the wrong denominator
Includes income earned without accounting for time worked (10 days)
$104 per month can make a difference and we are seeing it often

Even greater impact on bi-weekly hourly borrowers
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Key Takeaways
Trending defects in QC, sampling & impact of NAQ loans

O 1 Income defects are rising

02 NAQ is a significant factor

03 Quality is important

04 Income calculations are critical
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Additional Resources

e = N
=] hel L r

Freddie Mac Learning Customer Contact Single-Family website
Center Support Center sf.freddiemac.com

sf.freddiemac.com/tools- . .
: : 1-800-FREDDIE Single-Family
Iearn|ng/fredd|e-.mac- Seller/Servicer Guide
learning/overview quide.freddiemac.com

Single-Family QC web page
sf.freddiemac.com/working-with-
us/selling-delivery/delivery-options-
pricing/quality-control
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https://sf.freddiemac.com/tools-learning/freddie-mac-learning/overview
http://sf.freddiemac.com/
https://guide.freddiemac.com/
https://freddiemac.sharepoint.com/sites/QCQuarterlyCall-CommunityLendingSeries/Shared%20Documents/General/Q2%202021/sf.freddiemac.com/working-with-us/selling-delivery/delivery-options-pricing/quality-control

Thank You

“Let’s QC” Quarterly Webinar Series — Community Lending




