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1 Introduction                                                                                                               
The Home Affordable Foreclosure Alternatives (HAFA) Program provides financial incentives to 
servicers and borrowers who utilize a short sale or DIL as an alternative to foreclosure on an 
eligible loan under HAMP.   HAMP servicers must follow the guidance set forth in this Chapter to 
determine the extent to which short sales or DILs will be offered. 
 

2 Eligibility 
A loan is eligible for HAFA if the servicer verifies that all of the following criteria are met: 
 

First lien The mortgage loan is a first lien mortgage loan originated on or before 
January 1, 2009. This includes mortgages secured by: 

 Cooperative shares,  

 Condominium units, and 

 Manufactured housing (the first lien mortgage loan must be secured 
by the manufactured home and the land, both of which must be 
classified as real property under applicable state law). 

Delinquent or 
in imminent 
default, 
foreclosure or  
bankruptcy 

The mortgage loan is delinquent or default is reasonably foreseeable.  Loans 
currently in foreclosure or bankruptcy are eligible. 

Owner-
occupied, 
single family 
property 

The mortgage loan is secured by a one- to four-unit property, one unit of 
which is the borrower’s principal residence.  Additionally, a loan may be 
considered for HAFA if: 

 The property was originally non-owner occupied, but the servicer can 
verify that it is currently the borrower’s principal residence. 

 The borrower is temporarily displaced (e.g., military service, 
temporary foreign service assignment, or incarceration) but was 
occupying the property as his or her principal residence immediately 
prior to his or her displacement and the current occupant is not a 
tenant. 

Not vacant or 
condemned 

The property securing the mortgage loan is not condemned. 

The property securing the mortgage loan is not vacant, except that the 
property can be vacant up to 90 days prior to the date of the Short Sale 
Agreement (SSA), Alternative Request for Approval of Short Sale (Alternative 
RASS) or DIL Agreement if the borrower provides documentation that the 
borrower was required to relocate at least 100 miles from the property to 
accept new employment or was transferred by the current employer and 
there is no evidence indicating that the borrower has purchased a one- to 
four-unit property 90 days prior to the date of the SSA, Alternative RASS or 
DIL. 
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Unpaid 
principal 
balance limits 

The current UPB of the mortgage loan not including arrearages is not greater 
than:  

 1 Unit $729,750 

 2 Units  $934,200 

 3 Units  $1,129,250 

 4 Units  $1,403,400 

Minimum 
monthly 
mortgage 
payment ratio 

The borrower’s monthly mortgage payment (including principal, interest, 
taxes, insurance, and when applicable, association fees) prior to the short 
sale or DIL is greater than 31 percent of the borrower’s verified monthly gross 
income. 

Financial 
hardship 

A borrower has documented a financial hardship and represented that he or 
she does not have sufficient liquid assets to make the monthly mortgage 
payments. 

Program cut-
off date 

The servicer has received an executed HAFA SSA or DIL Agreement by the 
borrower on or before December 31, 2012. 

 
 

3 HAFA Consideration  
Servicers may not solicit a borrower for HAFA until the borrower has been evaluated for HAMP in 
accordance with the requirements of Chapter II.  Borrowers that meet the eligibility criteria for 
HAMP but who are not offered a TPP, do not successfully complete a TPP, or default on a 
permanent HAMP modification should first be considered for other loan modification or retention 
programs offered by the servicer prior to being evaluated for HAFA. 
 
Each participating servicer must develop a written policy, consistent with investor guidelines, that 
describes the basis on which the servicer will offer HAFA to borrowers (HAFA Policy).  A 
servicer’s HAFA Policy must identify the circumstances under which the servicer will require 
monthly mortgage payments and how that payment will be determined, in accordance with 
applicable laws, rules and regulations; describe the basis on which the minimum acceptable net 
proceeds will be determined; and may incorporate such factors as: 
 

 The severity of the loss involved; 

 Local market conditions, 

 The timing of pending foreclosure actions; 

 Borrower motivation and cooperation; 

 Customary transactional costs of short sales and DILs; and 

 The amounts that may be required to release any subordinate liens on the property. 

 
The date and outcome of the HAFA consideration must be documented in the servicer’s file. 
 
Servicers must consider possible HAMP-eligible borrowers for HAFA within 30 calendar days of 
the date the borrower:  
 

 Does not qualify for a TPP; 

 Does not successfully complete a TPP; 
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 Is delinquent on a HAMP modification by missing at least two consecutive payments; or 

 Requests a short sale or DIL.   

 
Borrowers in active Chapter 7 or Chapter 13 bankruptcy cases must be considered for HAFA if 
the borrower, borrower’s counsel or bankruptcy trustee submits a request to the servicer. With the 
borrower’s permission, a bankruptcy trustee may contact the servicer to request a short sale or 
DIL under HAFA. Servicers are not required to solicit these borrowers proactively for HAFA. The 
servicer and its counsel must work with the borrower or borrower’s counsel to obtain any court 
and/or trustee approvals required in accordance with local court rules and procedures. Servicers 
should extend HAFA timeframes as necessary to accommodate delays in obtaining court 
approvals or receiving any periodic payment when they are made to a trustee. 
 

4 Communication and Borrower Notices  
If the servicer determines that a borrower is eligible for a HAFA offer based on its HAFA Policy 
and the guidance provided in this Chapter, the servicer must proactively notify the borrower in 
writing of the availability of HAFA and allow the borrower 14 calendar days from the date of the 
notification to contact the servicer by verbal or written communication and request consideration 
under HAFA. If the borrower fails to contact the servicer within the time frame or at any time 
indicates that he or she is not interested in HAFA, the servicer has no further obligation to extend 
a HAFA offer. 
  
When a borrower who was not previously evaluated for HAMP requests a short sale or DIL, and 
the servicer determines that the borrower meets the HAMP eligibility requirements and will be 
solicited for HAFA, the servicer must notify the borrower verbally or in writing of the availability of 
HAMP and allow the borrower 14 calendar days from the date of the notification to contact the 
servicer by verbal or written communication and request consideration for HAMP.  If the borrower 
does not wish to be considered for HAMP, the servicer is not required to send the borrower a 
Non-Approval Notice under Section 2.3.2 of Chapter II. 
 
When a HAFA short sale or DIL is not available, the servicer must communicate this decision in 
writing to any borrower that requested consideration.  The notice must explain why a short sale or 
DIL under HAFA cannot be offered, provide a toll free telephone number that the customer may 
call to discuss the decision and otherwise comply with the notice requirements set forth in Section 
2 of Chapter II. 
 

5 Protections Against Unnecessary Foreclosure 
Pursuant to the servicer’s HAFA Policy, every potentially eligible borrower must be considered for 
HAFA before the borrower’s loan is referred to foreclosure or the servicer allows a pending 
foreclosure sale to be conducted.  At the servicer’s discretion, the servicer may initiate 
foreclosure or continue with an existing foreclosure proceeding during the HAFA process, but 
may not complete a foreclosure sale:  
 

 While determining the borrower’s eligibility and qualification for HAFA.  

 While awaiting the timely return of a fully executed SSA.  

 During the term of a fully executed SSA.  

 Pending transfer of property ownership based on an approved sales contract per the 
RASS or Alternative RASS.  

 Pending transfer of property ownership via a DIL by the date specified in the SSA or DIL 
Agreement. 
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6 HAFA Evaluation and Conditions 

6.1 HAFA Evaluation 

Once the servicer has determined that a borrower is eligible for a HAFA offer based on its HAFA 
Policy and the guidance provided in this Chapter, the servicer must complete the following 
actions prior to issuing an SSA or DIL Agreement.  

6.1.1 Documentation Requirements and Borrower Financial Information 

If a borrower’s financial and hardship information is documented and verified as part of the HAMP 
evaluation, no additional financial or hardship assessment is required under HAFA.  However, in 
accordance with investor guidelines, the servicer may request updated financial information to 
evaluate the borrower.   
 
If a borrower was evaluated for HAMP based on verbal financial data, the servicer may send the 
borrower an SSA and must require the borrower to deliver the financial information required 
under HAMP when the borrower returns the executed SSA. The servicer must verify a borrower’s 
financial information through documentation and obtain a signed RMA or Hardship Affidavit that 
documents the borrower’s hardship.   
 
When a borrower who was not previously evaluated for HAMP requests a short sale or DIL, the 
servicer must determine the basic eligibility of the borrower as set forth in Section 2.  In addition, 
the servicer must obtain a completed RMA and evidence of the borrower’s income sufficient to 
determine that the borrower meets the 31 percent income eligibility requirement and has 
experienced a hardship.  The servicer is not required to 
 

 Obtain an IRS Form 4506-T or 4506T-EZ, unless it is necessary to verify the borrower’s 
income; 

 Evaluate the mortgage loan using the NPV test; or 

 Apply the standard or alternative modification waterfall set forth in Section 6.3 and 
Section 6.4 of Chapter II, respectively. 

6.1.2 Property Valuation  

The servicer must, independent of the borrower and any other parties to the transaction, assess 
the current value of the property in accordance with the investor’s guidelines.  

6.1.3 Expected Recovery Analysis  

Although not a HAFA requirement, it is expected that servicers will, in accordance with investor 
guidelines, perform a financial analysis to determine if a short sale or DIL is in the best interest of 
the investor, guarantor and/or mortgage insurer. The results of any analysis must be retained in 
the servicing system and/or mortgage file.  The Base NPV Model does not project investor cash 
flows from either a short sale or DIL and should be used only to evaluate a loan for HAMP.    

6.1.4 Title Review 

The servicer must review readily available information provided by the borrower, the borrower’s 
credit report, the loan file or other sources to identify subordinate liens and other claims on title to 
determine if the borrower will be able to deliver clear, marketable title to a prospective purchaser 
or the investor. Although not required by HAFA, the servicer may order a title search or 
preliminary title report.  
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6.2 HAFA Conditions 

6.2.1 Mortgage Insurer Approval 

For loans that have mortgage insurance coverage, the servicer/investor must obtain mortgage 
insurer approval for HAFA foreclosure alternatives. A mortgage loan does not qualify for HAFA 
unless the mortgage insurer waives any right to collect additional sums (cash contribution or a 
promissory note) from the borrower. 

6.2.2 Payment Forbearance 

In accordance with its HAFA Policy, the servicer must identify in the SSA, Alternative RASS, or 
DIL Agreement the amount of the monthly mortgage payment, if any, that the borrower is required 
to make during the term of the applicable agreement and pending transfer of property ownership, 
as applicable.  In no event may the amount of the borrower’s monthly mortgage payment exceed 
the equivalent of 31 percent of the borrower’s monthly gross income.   

6.2.3 Borrower Fees 

Servicers may not charge the borrower for any administrative processing fees in connection with 
HAFA. The servicer must pay all out-of-pocket expenses, including but not limited to notary fees, 
recordation fees, release fees, title review costs, property valuation fees, credit report fees, or 
other allowable and documented expenses, but the servicer may add these expenses to the 
outstanding debt in accordance with the borrower’s mortgage documents and applicable laws in 
the event the short sale or DIL is not completed. Servicers may require borrowers to waive 
reimbursement of any remaining escrow, buy down funds or prepaid items, and to assign any 
insurance proceeds to the investor, if applicable. Those funds will not be applied to reduce the 
total net proceeds from the sale.  

6.2.4 Release of Liens 

6.2.4.1 First Mortgage Lien 

The servicer should follow local or state laws or regulations to time the release of its first 
mortgage lien after receipt of sale proceeds from a short sale or delivery of the deed and property 
in a DIL transaction. If local or state law does not require release of the lien within a specified time 
from the date the servicer receives payment and satisfies the mortgage, the servicer must release 
its first mortgage lien within 30 business days. Additionally, the investor must waive all rights to 
seek a deficiency judgment and may not require the borrower to sign a promissory note for the 
deficiency. 

6.2.4.2 Subordinate Liens 

It is the responsibility of the borrower to deliver clear marketable title to the purchaser or investor 
and to work with the listing broker, settlement agent and/or lien holders to clear title impediments. 
The servicer may, but is not required to, negotiate with subordinate lien holders on behalf of the 
borrower. The servicer, on behalf of the investor, will authorize the settlement agent to allow a 
portion of the gross sale proceeds as payment(s) to subordinate mortgage/lien holder(s) in 
exchange for a lien release and full release of borrower liability. Each lien holder, in order of 
priority, may be paid no more than six percent of the UPB of their loan, until the $6,000 aggregate 
cap is reached. Payments will be made at closing from the gross sale proceeds and must be 
reflected on the HUD-1 Settlement Statement.  

6.2.4.2.1 Written Commitment from Subordinate Lien Holders 

Prior to releasing any funds to subordinate mortgage/lien holder(s), the servicer through its agent 
must obtain written commitment from the subordinate lien holder that it will release the borrower 
from all claims and liability relating to the subordinate lien in exchange for receiving the agreed 
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upon payoff amount. Although servicers have discretion to draft policies and procedures for 
ensuring that the commitment of subordinate lien holders is documented prior to closing and such 
documentation is retained in the servicing system and/or mortgage file, they would be in 
compliance with HAFA guidelines if they further required the closing attorney or agent to either 
confirm that they are in receipt of this commitment from subordinate lien holders on the HUD-1 
Settlement Statement, or request that a copy of the written commitment provided by the 
subordinate lien holder be sent to the servicer with the HUD-1 Settlement Statement which is 
provided in advance of the closing.  

6.2.4.2.2 Prohibition on Contributions 

Subordinate mortgage/lien holder(s) may not require contributions from either the real estate 
agent or borrower as a condition for releasing its lien and releasing the borrower from personal 
liability. In addition, any payments to subordinate mortgage/lien holder(s) related to the short sale 
or DIL must be reflected on the HUD-1 Settlement Statement, as applicable. 
 

7 Short Sale Process 

The HAFA short sale process employs standard form documents and defined performance 
timeframes to facilitate clear communication between the parties to the listing and sale 
transaction. Servicers must adhere to the following guidelines in connection with the issuance of 
an SSA. 

7.1  Minimum Acceptable Net Proceeds   

Prior to approving a borrower to participate in a HAFA short sale, the servicer must determine the 
minimum acceptable net proceeds (Minimum Net) that the investor will accept from the 
transaction and in accordance with its HAFA Policy.  The Minimum Net may be expressed as a 
fixed dollar amount, as a percentage of the current market value of the property, or as a 
percentage of the list price as approved by the servicer.   However, the Minimum Net must be at 
least equal to or less than the list price minus the sum of allowable costs that may be deducted 
from gross sale proceeds (or the acceptable sale proceeds).   
 
Once determined, the servicer must document the minimum net in the servicing system and/or 
mortgage file for each property subject to HAFA. After signing an SSA, the servicer may not 
increase the minimum net requirement until the initial SSA termination date is reached (not less 
than 120 calendar days).  Subsequent changes to the minimum net when the SSA is extended 
must be documented.   

7.2  Allowable Transaction Costs 

In determining the Minimum Net, the servicer must consider reasonable and customary real 
estate transaction costs for the community in which the property is located and determine which 
of these costs the servicer or investor is willing to pay from sale proceeds. The servicer must 
describe the costs that may be deducted from the gross sale proceeds in the SSA. 

7.3  Arm’s Length Transaction 

The short sale must be an arm’s length transaction with the net sale proceeds (after deductions 
for reasonable and customary selling costs) being applied to a discounted (short) mortgage 
payoff acceptable to the servicer. 

7.4  Short Sale Agreement 

Either proactively, or at the request of an eligible borrower, the servicer will prepare and send an 
SSA to the borrower after determining that the proposed sale is in the best interest of the 
investor. A borrower may not participate in a TPP and agree to an SSA simultaneously. The 
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servicer will also provide the borrower a RASS, pre-populated with contact information for the 
servicer, the property address and the loan number.  
 
While servicers may amend the terms of the SSA in accordance with investor guidelines, 
applicable laws or local real estate practice, at a minimum the SSA must include the following:  

 A fixed termination date not less than 120 calendar days from the effective date of the 
SSA (SSA Effective Date). The SSA Effective Date must be stated in the SSA and is the 
date the SSA is mailed to the borrower. The term of the SSA may be extended at the 
discretion of the servicer up to a total term of 12 months if agreed to by the borrower, in 
accordance with investor guidelines.  

 A requirement that the property be listed with a licensed real estate professional who is 
regularly doing business in the community where the property is located.  

 Either a list price approved by the servicer or the acceptable sale proceeds, expressed as 
a net amount after subtracting allowable costs that the servicer will accept from the 
transaction.  

 The amount of closing costs or other expenses the servicer will permit to be deducted 
from the gross sale proceeds expressed as a dollar amount, a percentage of the list price 
or a list by category of reasonable closing costs and other expenses that the servicer will 
permit to be deducted from the gross sale proceeds.  

 The amount of the real estate commission that may be paid, not to exceed six percent of 
the contract sales price, and when applicable, notification that the servicer retained a 
contractor to assist the listing broker with the transaction along with the payment amount 
(expressed as a fixed dollar amount or percentage of the contract sales price) if paid from 
sale proceeds.  

 A statement by the borrower authorizing the servicer to communicate the borrower’s 
personal financial information to other parties (including Treasury and its agents) as 
necessary to complete the transaction.  

 Cancellation and contingency clauses that must be included in listing and sale 
agreements notifying prospective purchasers that the sale is subject to approval by the 
servicer and/or third parties.  

 Notice that the sale must represent an arm’s length transaction and that the purchaser 
may not sell the property within 90 calendar days of closing, including certification 
language regarding the arm’s length transaction that must be included in the sales 
contract.  

 An agreement that upon successful closing of a short sale acceptable to the servicer, the 
borrower will be released from all liability for repayment of the first mortgage debt.  

 An agreement that upon successful closing of a short sale acceptable to the servicer the 
borrower will be entitled to a relocation incentive of $3,000, which will be deducted from 
the gross sale proceeds at closing.  

 Notice that the servicer will allow a portion of gross sale proceeds to be paid to 
subordinate lien holders in exchange for release and full satisfaction of their liens.  

 Notice that a short sale may have income tax consequences and/or may have a negative 
impact on the borrower’s credit score and a recommendation that the borrower seek 
professional advice regarding these matters.  

 The amount of the monthly mortgage payment, if any, that the borrower will be required 
to pay during the term of the SSA, which amount must not exceed 31 percent of the 
borrower’s monthly gross income.  
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 An agreement that so long as the borrower performs in accordance with the terms of the 
SSA, the servicer will not complete a foreclosure sale.  

 Terms under which the SSA can be terminated.  

7.5  Borrower Obligations 

The borrower must sign and return the SSA within 14 calendar days from the SSA Effective Date 
along with a copy of the real estate broker listing agreement and information regarding any 
subordinate liens. In returning and signing the SSA the borrower agrees to:  
  

 Provide all information and sign documents required to verify program eligibility.  

 Cooperate with the listing broker to actively market the property and respond to servicer 
inquiries.  

 Maintain the interior and exterior of the property in a manner that facilitates marketability.  

 Work to clear any liens or other impediments to title that would prevent conveyance.  

 Make the monthly payment stipulated in the SSA, if applicable.  

7.6  Reasons for Termination 

During the term of the SSA, the servicer may terminate the SSA before its expiration due to any 
of the following events: 
 

 The borrower’s financial situation improves significantly, the borrower qualifies for a 
modification, or the borrower brings the account current or pays the mortgage in full. 

 The borrower or the listing broker fails to act in good faith in listing, marketing and/or 
closing the sale, or otherwise fails to abide by the terms of the SSA. 

 A significant change occurs to the property condition and/or value. 

 There is evidence of fraud or misrepresentation. 

 The borrower files for bankruptcy and the Bankruptcy Court declines to approve the SSA. 

 Litigation is initiated or threatened that could affect title to the property or interfere with a 
valid conveyance. 

 The borrower fails to make the monthly payment stipulated in the SSA, if applicable. 

7.7 Offer Receipt and Response 

Within three business days following receipt of an executed purchase offer, the borrower or the 
listing broker should deliver to the servicer a completed Request for Approval of Short Sale 
(RASS) describing the terms of the sale transaction.  With the RASS, the borrower must submit to 
the servicer: 
 

 A copy of the executed sales contract and all addenda. 

 Buyer’s documentation of funds or buyer’s pre-approval or commitment letter on 
letterhead from a lender.  
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 All information regarding the status of subordinate liens and/or negotiations with 
subordinate lien holders. 

7.8 Approval or Disapproval of Sale 

Within 10 business days of receipt of the RASS and all required attachments, the servicer must 
indicate its approval or disapproval of the proposed sale by signing the appropriate section of the 
RASS and mailing it to the borrower.   
 
The servicer must approve a RASS if the net sale proceeds available for payment to the servicer 
equal or exceed the Minimum Net determined by the servicer prior to the execution or extension 
of the SSA and all other sales terms and conditions in the SSA have been met.   Additionally, the 
servicer may not require, as a condition of approving a short sale, a reduction in the real estate 
commission below the commission stated in the SSA. 
 
The servicer may require that the sale closing take place within a reasonable period following 
acceptance of the RASS, but in no event may the servicer require that a transaction close in less 
than 45 calendar days from the date of the sales contract without the consent of the borrower. 
 

8 Alternative Request for Approval of Short Sale 
If the borrower has an executed sales contract and requests the servicer to approve a short sale 
under HAFA before an SSA has been executed, then the borrower must submit the request to the 
servicer in the form of the Alternative RASS. Upon receipt of the Alternative RASS, the servicer 
must determine the borrower’s eligibility as set forth in Section 6.1.1.  If the borrower appears to 
be eligible and was not previously considered for HAMP, the servicer must notify the borrower of 
the availability of HAMP as set forth in Section 4.    
 

9 Deed-In-Lieu Process 
In accordance with its HAFA Policy and investor guidelines, servicers have the discretion to offer 
and accept a DIL as part of the HAFA program.  Acceptance of a DIL requires a full release of the 
debt and a waiver of all claims against the borrower.  The borrower must agree to vacate the 
property by a date certain, leave the property in broom clean condition and deliver clear, 
marketable title.  
 
Typically, servicers require that the borrower make a good faith effort to list and market the 
property before the servicer will agree to accept a DIL. Under circumstances acceptable to the 
investor, servicers may agree to accept a DIL without requiring a marketing period.  

9.1 DIL Language in the SSA 

The SSA may contain language stating that the investor will accept a DIL in accordance with the 
terms of the SSA if the SSA expires without resulting in the sale of the property.  If this optional 
DIL language is included, the investor is obligated to accept a DIL following expiration of the SSA. 
 
If the servicer offers the DIL option separately from the SSA or without a marketing period, the 
servicer must provide the DIL Agreement form to the borrower. 

9.2 DIL Terms 

The following terms apply to a HAFA DIL:  
 

 The borrower must be able to convey clear, marketable title to the servicer or investor.  
The requirements for extinguishment of subordinate liens set forth in Section 6.2.4.2 
apply to DIL transactions.    
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 The conditions for acceptance of a DIL must be in writing and signed by both the servicer 
and borrower.  They may be set forth in the SSA if approved with the short sale, or in a 
separate DIL Agreement.   

 The SSA or DIL Agreement must specify the date by which the borrower must vacate the 
property, which in no event shall be less than 30 calendar days from the date of the 
termination date of the SSA or the date of a separate DIL Agreement, unless the 
borrower voluntarily agrees to an earlier date. 

 

10 HAFA Documents 
Servicers are required to use the HAFA documents provided on www.HMPadmin.com or forms 
that are substantially similar in content to the forms provided, except that the servicer may amend 
the terms of the SSA or DIL Agreement in accordance with investor requirements, applicable laws 
or local real estate practice and may customize the forms with servicer specific logos.   
 
All HAFA documentation must be signed by an authorized representative of the servicer and 
reflect the actual date of signature by the servicer’s representative.  
 
Unless a borrower or co-borrower is deceased or a borrower and a co-borrower are divorced, all 
parties who signed the original loan documents or their duly authorized representatives must 
execute the HAFA documents. If a borrower and a co-borrower are divorced and the property has 
been transferred to one spouse in the divorce decree, the spouse who no longer has an interest 
in the property is not required to execute the HAFA documents. Servicers may evaluate requests 
on a case-by-case basis when the borrower is unable to sign due to circumstances such as 
mental incapacity or military deployment.  
 
Any party to a document utilized in HAFA may, subject to applicable law and any investor 
guidelines, prepare, sign and send the document through electronic means provided: (a) 
appropriate technology is used to store an authentic record of the executed document and the 
technology otherwise ensures the security, confidentiality and privacy of the transaction, (b) the 
document is enforceable under applicable law, (c) the servicer obtains the borrower’s consent to 
use electronic means to enter into the document, (d) the servicer ensures that the borrower is 
able to retain a copy of the document and provides a copy to the borrower that the borrower may 
download, store and print, and (e) the borrower, at any time, may elect to enter into the document 
through paper means or to receive a paper copy of the document. 
 

11  Reporting Requirements 

11.1 Treasury Reporting 

Servicers are required to report periodic HAFA loan level data to the Program Administrator via 
the HAMP Reporting Tool. The data submitted must be accurate, complete, timely, and agree 
with the servicer’s records. Data will be reported by a servicer at key milestones in the 
transaction:  
 

 Notification – when the SSA or DIL Agreement is signed and executed, or updated 
following an extension of the marketing terms;  

 Short Sale/DIL Loan Set Up – at the transfer of property ownership (closing of a short 
sale or acceptance of DIL); and/or  

 Termination – when the SSA or DIL Agreement expires or when the SSA or DIL 
Agreement is terminated by the servicer.  
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Each milestone is a separate data transmission and must be reported no later than the fourth 
business day of the month following the event.  Note also that servicers must provide the 
additional data set forth in the HAMP Additional Data Requirements Data Dictionary for all HAFA 
transactions.  Detailed HAFA reporting requirements are available on www.HMPadmin.com. 

11.2 Credit Bureau Reporting 

The servicer should continue to report a “full file” status to the major credit repositories for each 
loan under the HAFA program in accordance with the Fair Credit Reporting Act and the CDIA’s 
Metro 2 Format credit bureau requirements. “Full file” reporting means that the servicer must 
describe the exact status of each mortgage it is servicing as of the last business day of each 
month. The Payment Rating code should be the code that properly identifies whether the account 
is current or past due within the activity period being reported – prior to completion of the HAFA 
transaction. Because CDIA’s Metro 2 format does not provide an Account Status Code allowable 
value for a short sale, a short sale should be identified with the reporting of Special Comment 
Code “AU”. The information below is consistent with “CDIA Mortgage and Home Equity Reporting 
Guidelines in Response to Current Financial Conditions” (May 2009).  
 
Reporting for short sales should be as follows: 
  

 Account Status Code = 13 (paid or closed/zero balance)  
 Payment Rating = 0, 1, 2, 3, 4, 5, or 6  
 Special Comment Code = AU (account paid in full for less than the full balance)  
 Current Balance = $0  
 Amount Past Due = $0  
 Date Closed = MMDDYYYY  
 Date of Last Payment = MMDDYYYY  

 
Reporting for DILs should be as follows: 
  

 Account Status Code = 89 (deed-in-lieu of foreclosure on a defaulted loan)  
 Payment Rating = 0, 1, 2, 3, 4, 5, or 6  
 Current Balance = $0  
 Amount Past Due = $0  
 Date Closed = MMDDYYYY  
 Date of Last Payment = MMDDYYYY  

 

12 Incentive Compensation  
Borrowers, servicers and investors will be eligible for HAFA incentives upon successful 
completion of the short sale or DIL. However, no incentives will be paid to the borrower, servicer 
or investor if the net proceeds from a sale exceed the total amount due on the first mortgage 
when title is transferred. The amount of any contribution paid by a mortgage insurer or other 
provider of credit enhancement shall not be considered in determining whether the mortgage was 
paid in full and whether servicers are eligible for such incentive compensation.  

12.1 Borrower Relocation Assistance 

Following the successful closing of a short sale or DIL, the borrower shall be entitled to an 
incentive payment of $3,000 to assist with relocation expenses.  In a short sale transaction, the 
servicer must instruct the settlement agent to pay the borrower from sale proceeds at the same 
time that all other payments, including the payoff to the servicer, are disbursed by the settlement 
agent.  The amount paid to the borrower must appear on the HUD-1 Settlement Statement.   
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If the servicer conducts a formal closing for a DIL transaction and the borrower has vacated the 
property, the borrower relocation incentive of $3,000 must be paid at closing and reflected on the 
HUD-1 Settlement Statement.  If at the time of closing the borrower has not vacated the property, 
the servicer must mail a check to the borrower within five business days of the borrower’s 
vacancy and delivery of keys to the servicer or the servicer’s agent.  Similarly, if the DIL 
transaction is not conducted as a formal closing, the servicer must mail a check to the borrower 
within five business days from the later of the borrower’s execution of the deed or the borrower’s 
vacancy and delivery of keys to the servicer or servicer’s agent.   
 
Servicers will be reimbursed for the full amount of this incentive payment after the HAFA 
transaction is reported in the HAMP Reporting Tool.     

12.2 Servicer Incentive 

The servicer will be paid $1,500 to cover administrative and processing costs for a short sale or 
DIL completed in accordance with the requirements of HAFA and the applicable documents.  
Investors may elect to pay additional incentive compensation to servicers, which will not affect the 
HAFA servicer incentive. 

12.3 Investor Reimbursement for Subordinate Lien Releases 

The investor will be paid a maximum of $2,000 for allowing a portion of the short sale proceeds to 
be distributed to or paid to subordinate lien holders. This reimbursement will be earned on a one-
for-three matching basis.  For each three dollars an investor pays to secure release of a 
subordinate lien, the investor will be entitled to one dollar of reimbursement up to the maximum 
reimbursement of $2,000.  To receive an incentive, subordinate lien holders must agree to 
release their liens and waive all future claims against the borrower. The servicer is not 
responsible for any future actions or claims against the borrower by such subordinate lien holders 
or creditors.  

  


