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[bookmark: _Toc130312126]I. INTRODUCTION

[bookmark: _Toc130312127]A.	GENERAL POLICY STATEMENT
	Montana Board of Housing (MBOH) Servicing Program shall establish a policy and procedures for mortgage loan servicing that are appropriate for the mortgage loan servicing’s size and complexity of operations, and that mitigate risk to an acceptable level approved by the Executive Director and the Board of Directors. 

[bookmark: _Toc130312128]B.	ASSESSMENT OF RELEVANT RISKS
	In establishing and maintaining servicing procedures that are appropriate to the size and complexity of MBOH, and that mitigates risk to an acceptable Board-approved level, MBOH shall regularly assess relevant risks. Those risks, as well as an overall assignment of risk (e.g., risk tolerance level), shall be reported to and approved by the Executive Director.    

[bookmark: _Toc130312129]C.	REGULAR REVIEW AND APPROVAL
	This Policy Guide shall be regularly reviewed and updated when there are changes of regulations, procedures and/or increase of risk and must be approved by the Executive Director and the Board of Directors.

[bookmark: _Toc130312130]D.	SCOPE OF COVERED LOANS
	1. Covered Loans: At this time, the following types of loans are serviced by MBOH Servicing and may be subject to certain provisions. Each section of the manual contains a "scope" section to address which loans are covered by that section:
		  a) Real Estate Mortgage Loans 
b) Manufactured or Mobile Home Loans with Permanent Foundation
c) Multifamily Risk Share & Coal Trust Loans

[bookmark: _Toc130312131]E.	GOVERNING LAW
	Regarding MBOH Servicing, there are several governing laws, regulations, and/or federal guidance that apply to all, or certain portions of mortgage servicing, including, but not limited to:
1. Interagency Guidelines for Real Estate Lending Policies (112 CFR  208; Appendix C): The "Interagency Guidelines for Real Estate Lending" address the elements required by Sections 304 of the FDIC Improvement Act, including loan administration procedures. This document requires certain loan administration procedures specific to loan servicing such as: mortgage loan purchases and daily operations; payment processing; escrow administration; loan payoffs; real estate loan collections and foreclosure; property preservation; claims processing (e.g., seeking recovery on a defaulted loan covered by a government guaranty or insurance program); and servicing and participation agreements. 

2. Fair Debt Collection Practices Act (15 USC 1601, Sec. 801-818): The purpose of the Act is to eliminate unfair, abusive, and/or deceptive debt collection practices. The Act applies to borrower personal, family or household debt, and not to corporate, business, or agricultural debt.

	3.	Housing and Urban Development Act of 1965 Homeownership Counseling Requirements:  This law requires that all eligible delinquent mortgagors be notified of the availability of HUD approved homeownership counseling services in our area (e.g., on the delinquency notice) as well as their right under the Service Member Civil Relief Act (SCRA) (below #6).	

	4.	Homeowners Protection Act:  Also known as the PMI cancellation act, this act establishes provisions for canceling and terminating PMI; establishes disclosure and notification requirements; and requires the return of unearned premiums.

	5.	National Flood Insurance Program (NFIP): This law establishes minimum regulatory standards for flood hazard risk mitigation including requiring flood hazard insurance for improved real estate in a Special Flood Hazard Area (SFHA); establishing standards for determining the minimum amount of flood insurance; escrow of flood insurance premiums; maintaining life-of-loan coverage; and force-placing flood insurance where the borrower allows the existing coverage to lapse.

	6.	Service Member Civil Relief Act (SCRA) (50 USC 501): This Act is designed to lower the monthly financial obligations of service members who enter active duty by minimizing the adverse effect of his/her reduced income. HUD also requires that all delinquent borrowers be notified of their rights under the SCRA within 45 days of default.

	7.	Servicing Rules as Set Forth in the Real Estate Settlement Procedures Act (RESPA or Regulation X) and the Truth-in-Lending Act (TILA or Regulation Z): In general, these mortgage servicing rules cover (and will be addressed through this Policy):
		RESPA (12 CFR 1024, Subpart C):
		a)	Error resolution and information requests;
		b)	Force-placed insurance;
		c)	General servicing policies, procedures, and requirements;
		d)	Early intervention with delinquent borrowers;
		e)	Continuity of contact with delinquent borrowers; and
		f)	Loss mitigation.
		TILA (12 CFR 1026, Subpart E):
		a)	Escrow accounts for Higher Priced Mortgage Loans (HPMLs); (NA)
		b)	Interest rate adjustment notices for ARMs; (NA)
		c)	Prompt crediting of payments and requests for payoff amounts; and
		d)	Periodic statements for mortgage loans.

	8.	Federal Trade Commission Act (FTC Act, 15 USC 45(a) Section 5 &UDAAP-Unfair, Deceptive, or Abusive Acts or Practices): MBOH is prohibited from engaging in activities or practices that could be considered "unfair'', "deceptive", or "abusive" by the FTC.

[bookmark: _Toc130312132]F.	INCORPORATION OF OTHER SERVICING POLICIES & PROCEDURES
	Although not specifically referenced herein, additional MBOH and broader state of Montana policies and procedures may also apply to the servicing of loans. These include but are not limited to: 
	1. Information Security Policies:  All Information Security procedures including
        but not limited to, Vendor Management, Identity Theft Prevention, Internet
        Usage, Right to Financial Privacy, etc.

		2.	State of Montana Record Retention Policy

		3.	State of Montana Vendor Management Program

[bookmark: _Toc130312133]G.	RESPONSIBILITY OF MANAGEMENT 
	1.	Responsibility of the Mortgage Servicing Program Manager: The Mortgage Servicing Program Manager shall be responsible for:
		a)	Develop, implement and effective administration of formal loan servicing procedures.
		b)	Oversee implementation and ongoing annual administration of loan servicing procedures.
		c)	Provide updates and information to the Executive Director and the Board of Directors to support informed decision making on the effectiveness of MBOH 	Servicing management and procedures.
		d)	Ensure regular audits and/or testing is conducted based on risk and compliance with applicable procedures; and
		e)	Ensure compliance with MBOH Servicing Vendor Management oversight within that manager's functional area.  

	2.	Responsibilities of Daily Operations Supervisor: The Daily Operations Supervisor shall be responsible for:
	    a)	The daily operations and administration of loan servicing procedures within that supervisor’s department or functional area.
		b)	Day-to-day supervision of daily operations loan servicing personnel and functions within that supervisor’s functional area; and
		c)	Ensure compliance with MBOH Servicing Vendor Management oversight within that supervisor’s functional area. 

	3.	Joint Responsibilities of Program Management and Compliance (Operations Manager and Quality Control Specialist): shall be responsible to:
		a)	Ensure compliance with all applicable MBOH Servicing 	procedures.
		b)	Ensure all procedures are regularly reviewed and updated 	when there are changes of procedure and/or increase of risk (e.g., annually); 	and.
		c)	Identify and assess deficiencies and 	determine priority of corrections based on risk.

[bookmark: _Toc130312134]H.	THIRD PARTY SERVICE PROVIDERS
	1.	Vendor Management Oversight: Where MBOH Servicing engages a third party to assist with the duties and responsibilities enumerated herein, and where non-public customer information will be shared with this third party, MBOH Servicing shall ensure that the arrangement complies with the State of Montana’s Vendor Management Program and Information Security Policies.

	2.	Attorney's Specifically: Where MBOH engages a new third-party Attorney to assist with the duties and responsibilities enumerated herein regarding delinquencies and foreclosures, and where non-public customer information will be shared with this Attorney, MBOH Servicing shall ensure:
		a) Comprehensive due diligence is performed on the Attorney. The due diligence shall be consistent with state of Montana procurement and contracting regulations, including but not limited to proper licensing to conduct business in Montana and adequate liability insurance.
		  b) MBOH Servicing and the Attorney shall enter into a written	agreement which
		  specifically outlines the duties and responsibilities of MBOH Servicing and the   
		  Attorney; and
		  c) MBOH Servicing shall ensure the third-party Attorney has and maintains
		  adequate liability insurance.
[bookmark: _Toc130312135]II.	 PERIODIC STATEMENTS 

[bookmark: _Toc130312136]A.	COMPLIANCE PROCEDURES 
	1.	General Statement: As required by amendments to the Truth-in-Lending Act (Regulation Z), MBOH shall send periodic statements with each billing cycle to all covered residential real estate mortgage loans, the content of which is prescribed by law (see "Content" C below). This requirement applies to loans owned and serviced by MBOH.

	2.	Scope:
	a)	Covered Loans: This servicing provision of Regulation Z applies to borrower credit transactions secured by a dwelling, and a principal dwelling including (Note: Borrower means personal, family, or household use):
			i)	Real Estate Mortgage Loans
			ii)	Manufactured or Mobile Home Loans with Permanent Foundation
			iii)	Multifamily Risk Share & Coal Trust Loans
			
	3.	Responsibility:
	    a)	The Mortgage Servicing Program Manager and Daily Operations Supervisor shall be responsible for developing, maintaining, and administering procedures to ensure periodic statements for applicable real estate mortgage loans are delivered as required and contain the requisite content.

[bookmark: _Toc130312137]B.	TIMING REQUIREMENTS FOR PERIODIC STATEMENTS
	1.	General Timing Requirements:  In general, MBOH Servicing shall develop, maintain, and administer procedures to ensure that covered loans are sent a periodic statement once during each billing cycle.

	2.	Stopping Periodic Statements: Procedures may only allow periodic statements to be stopped, or NOT stopped, in the following situations:
		a)	MBOH Servicing is no longer required to send periodic statements when:			i)	The loan is transferred to another servicer.
			ii)	The loan is paid off through a refinance or sale of the house.
			iii)	The loan is discharged in a foreclosure sale; or
		b)	MBOH Servicing shall continue to send periodic statements to:
			i) Delinquent customers; or
			ii) The borrower becomes a debtor in bankruptcy. Send statements
			    to mortgagors in Bankruptcy language states “This is an attempt 
				to collect a debt. Any information obtained will be used for that 
				purpose. If you are in Bankruptcy or have been discharged 
				Bankruptcy, this statement is for informational purposes only and
				does not constitute a demand for payment in violation of the
 automatic stay of the discharge injunction or any attempt to recover all or
 any portion of the debt from you personally.”  
         iii) Customers who have sent a "cease communication” request under the Fair     Debt Collection Practices Act.

[bookmark: _Toc130312138]C.	CONTENT AND PRESENTATION REQUIREMENTS FOR PERIODIC STATEMENTS
	1.	Policy: To comply with Regulation Z, MBOH Servicing shall develop, maintain, and administer procedures to ensure that statements have the requisite content as outlined in this Section. The content requirements also mandate that certain information must be grouped together and the location of those groupings of information.

	2.	Requisite Information/Groupings/Presentation: MBOH Servicing shall ensure that periodic statements sent to covered loans in this section contain the following groupings of information and comply with the presentation requirements outlined below:
		a)	Amount Due:
			i) Information Required:
				(1) Payment due date
				(2) Amount of late fee if payment is late; and
				(3) Amount due
			ii)	Presentation Requirements: Grouped together in proximity and located at 			the top of the first page
		b)	Explanation of Amount Due:
			i)	Information Required:
				(1) Monthly payment amount and breakdown of how that will be applied to 				principal, interest, and escrow.
				(2) Total fees imposed; and
				(3) Past due amount
			ii)	Presentation Requirements: Grouped together in proximity and located on 			the first page.
		c)	Past Payments Breakdown:
			i)	Information Required:
				(1) Total of all payments since the last statement and application to
					principal, interest, escrow, fess, and suspense account; and
				(2) Total of all payments since the beginning of the
					 calendar year and application to principal, interest, escrow, and fees as
					 well as total amount in suspense account.
			ii)	Presentation Requirements:  Grouped together in proximity and located on 			the first page.
		d)	Transaction Activity:
			i)	Information Required:  List of all transaction activity since the last 						statement.
			ii)	Presentation Requirements:  All activity must be listed together, but the 				activity can be located anywhere on the statement.
		e)	Partial Payment Information:
			i)	Information Required:  ONLY if funds are held in a suspense account, 				information on what must be done by the customer for the funds to be 				applied.
			ii)	Presentation Requirements:  Can be located anywhere on the statement or 		in a separate letter.
		f)	Contact Information:
		i) Information Required:  A toll-free number or email address (if applicable) 	where borrowers may obtain information about their account.
			ii)	Presentation Requirements:  Must be on the first page.
		g)	Account Information:
			i) Information Required:
				a)	Outstanding principal balance.
				b)	Current interest rate.
				c)	Date when the interest rate may change.
				d)	Existence of any pre-payment penalty; and
				e)	Housing counselor information.
	         ii)	Presentation Requirements: Do NOT be grouped together and can be anywhere on the statement.
		h)	Housing Counselor Information:  For housing counseling information, MBOH 	Servicing shall reference either the HUD or CFPB website where information can be obtained.
		i)	Delinquency Information Required: The following information shall be provided 	ONLY if the borrower is 45 or more days delinquent:
			i) The date on which the borrower became delinquent.
			ii)	A notification of possible risks and expenses (e.g., foreclosure or legal fees) 		that the borrower could face if the delinquency is not cured.
			iii)	An account history showing the previous six (6) months or the period since 			the last time the account was current, whichever is shorter. Show the					amount remaining past due from each billing cycle. If the borrower made a 		full payment, show the date the account was credited for the full payment.
			iv)	A notice showing any loss mitigation program the borrower has agreed to, if 		applicable
			v)	A notice that MBOH has made the first notice of filing required to start 					foreclosure if applicable.
			vi)	The total payment the borrower would have to make to bring the account 			current; and 	
			vii) A reference of homeownership counselor information.
(1) Presentation Requirements: Could be on the first page, on a separate
page of the statement or sent in a separate letter.

	3.	Clear and Conspicuous: The information provided shall be clear and conspicuous and in a form that is reasonably understandable.

	4.	Informing Borrowers of the Written Error Resolution and Information Request Procedures:
		a)	MBOH Servicing will inform borrowers of the procedure for submitting notices of errors and/or qualified written information requests (See Servicing Complaint Log) regarding Error Resolution and Information Requests); and
		b)	The notice shall be available on the back of the first page on periodic statements and shall contain the requisite notice contents outlined entitled Error Resolution and Information Requests.

[bookmark: _Toc130312139]D.	DELIVERY REQUIREMENTS FOR PERIODIC STATEMENTS
1. Ability to Opt-Out: Borrowers may NOT opt-out of receiving these periodic statements. The format of the periodic statement, however, may vary (e.g., paper or electronic).
a) Electronic Statements:  Electronic or e-statements are allowed so long as they comply with the federal E-Sign Act (78 FR 10962) which includes obtaining affirmative consent, the ability of the borrower to receive the disclosure electronically; and

b) Coupon Books: Coupon books as a replacement for the periodic statement are allowed so long as they comply with the content requirements of Regulation Z.  MBOH started sending periodic statements August 2016.
[bookmark: _Toc130312140]III. RECEIVING AND PROCESSING LOAN PAYMENTS, PAYOFFS, AND TRANSFER OF OWNERSHIP

[bookmark: _Toc130312141]A. COMPLIANCE POLICY
1.	General Policy Statement:  In accordance with the Truth-in-Lending Act (TILA or Regulation Z) and other applicable federal regulations, MBOH shall develop procedures to ensure that it receives and processes loan payments and requests for payoffs in accordance with this Policy.

2.	Scope:
	a) Covered Loans:  All loans serviced by MBOH.
  	b) Exceptions:  Certain loans that have been referred to loss mitigation.

3. Responsibility: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop and administer procedures for receiving and processing loan payments and payoffs that comply with the requirements set forth herein and designate the Loan & Bond Specialist(s) responsible for all servicing aspects of receiving and processing loan payments and payoffs.

[bookmark: _Toc130312142]B.	SAME-DAY POSTING OF LOAN PAYMENTS
1.	Policy: In general, MBOH shall develop, implement, and administer procedures to ensure that all conforming (e.g., non-exception) items are processed and deposited (or effective date deposited) by the close of the business day on the day in which the payment was received. Payments and payoffs received after 3:00 pm are considered received the next business day. 

2.	Timing Requirements:
	a)  Conforming Payment: As required by Regulation Z, all conforming payments that cover principal, interest, and escrow (if applicable) shall be processed and deposited (or effective date deposited) by the close of business on the day in which they are received, UNLESS the delay in processing the payment does not result in any charge to the borrower or reporting of negative information to a borrower reporting agency.
	b) Non-Conforming/Exception Payments: Payments that are designated as exception items (below) shall be processed and deposited (or effective date deposited) within five (5) business days of receipt. Exception or non-conforming payments include:
		i)	Check returned for non-sufficient funds.
		ii)	A check that is incorrectly made out.
		iii)	A payment submitted with the incorrect coupon.
		iv)	A payment submitted with an unidentified coupon.
		v)	A check amount which does not match the coupon amount; or
		vi)	Other non-conforming payment.

[bookmark: _Toc130312143]C. PAYOFFS
	1.	Policy: MBOH shall develop, implement, and administer procedures to respond to all requests for loan payoffs within two (2) days; (CFBP allows seven (7) days) properly allocate payoff funds once received to the appropriate loan; issue refunds for overpayment; and properly close out the loan.

	2.	Request: A request for a payoff demand figure on a loan may be received from the borrower, a title company, a lawyer, a settlement company (Escrow Company), another financial institution, or borrower authorized third party. 

[bookmark: _Toc130312144]D. TRANSFER OF OWNERSHIP
	1.	Policy: MBOH shall develop, implement, and administer procedures to respond to all transfers of ownership. Initiating transfer of ownership is a responsibility of the Investor (The Homeownership Program Manager). MBOH Servicing completes transfer in servicing software module after purchase or buy back.
[bookmark: _Toc130312145]IV. ESCROW ACCOUNTS

[bookmark: _Toc130312146]A.	COMPLIANCE POLICY
	1.	Compliance Policy: As required by the Real Estate Settlement Procedures Act (RESPA or Regulations X) and the Truth-in-Lending Act (TILA) or Regulation Z), MBOH shall develop, maintain, and administer policies and procedures for compliance with federal law when establishing, maintaining, and closing escrow accounts. 

	2.	Scope: See each section below.

	3.	Responsibility: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop, maintain, and administer procedures for escrow accounts that comply with requirements set forth herein and designate the Loan & Bond Specialist(s) responsible for all servicing aspects of escrow accounts. 

[bookmark: _Toc130312147]B.	REGULATION X (RESPA) ESCROW ACCOUNT REQUIREMENTS
	1.	Compliance Policy: As required by the Real Estate Settlement Procedures Act (RESPA)
	2.	Important Escrow Definitions: Definitions to terms that may be referenced throughout this Policy include: 
	   a)	Aggregate Analysis (or Composite Analysis): An accounting method MBOH uses to conduct an escrow account analysis (see below), determined by computing the sufficiency of escrow accounts funds by analyzing the account as a whole. See also Methods of Escrow Analysis Appendix E of RESPA provides examples.
	   b)	Cushion: Funds MBOH may require a borrower to pay into an account to cover unanticipated disbursements or disbursements made before the borrower’s payments are available in the account per Montana Code Annotated 71-1-113. 
	   c)	Deficiency: The amount of negative balance in an escrow account. If MBOH advances funds for a borrower, then MBOH must perform an escrow account analysis before seeking repayment of the deficiency. 
	   d)	Escrow Account: Any account in which MBOH, as servicer of the loan, establishes or controls on behalf of the borrower to pay taxes, insurance premiums (including flood insurance), or other charges with respect to a federally related mortgage loan, including charges that the borrower and MBOH have voluntarily agreed that MBOH should collect and pay. 
	   e)	Escrow Account Analysis: The accounting that MBOH, as servicer of the loan, conducts in the form of a trial running balance for an escrow account to:
		i)	Determine the appropriate target balance.
	        ii)	Compute the borrower’s monthly payments for the next escrow account computation year and any deposits needed to establish and maintain the account; and
			iii)	Determine whether any shortages, surpluses, or deficiencies exist.
	   f)	Escrow Account Computation Year: A 12-month period from prior analysis.
	   g)	Shortage: An amount by which a current escrow account balance falls short of the target balance at the time of escrow analysis.
	   h)	Surplus: An amount by which the current escrow account balance exceeds the target balance of an account.
	   i)	Target Balance: The estimated month-end balance in an escrow account that is just sufficient to cover the remaining disbursements from the escrow account in the escrow account computation year, taking in to account the remaining scheduled periodic payments, and cushion, if any.
	   j)	Trial Running Balance: The accounting process that derives the target balances over the course of an escrow computation year.

	3.	Methods of Escrow Account Analysis:
	   a)	Policy/Rule: The following sets forth the steps MBOH must use to determine whether their use of aggregate analysis conforms to the limits outlined directly below. The steps set forth in this section result in maximum limits and the MBOH may use accounting procedures that result in lower target balances. MBOH may use a cushion less than the permissible cushion or no cushion at all if borrower desires and may enter a written contract which they agree per Montana Code Annotated 71-1-114.
	   b)	Aggregate Analysis: 
		i)	Computation: If using aggregate analysis, the target balances may not 	exceed the balance computed according to the following arithmetic 	operations:
		ii)	Lowest Monthly Balance: Under aggregate analysis, the lowest monthly 			target balance for the account shall be an amount specified by state law for 	the mortgage document. The target balances that the MBOH derives using 		these steps yield the maximum limit for the escrow account. (Appendix E 		to RESPA 	may be referenced for illustration).
	    c) MBOH Projects Trial Running Balance: This includes all disbursements over the next escrow account computation year. In doing so, MBOH assumes that it will make estimated disbursements on or before the earlier of the deadline to take advantage of discounts, if available, or the deadline to avoid penalty. 
		i) MBOH does NOT use pre-accrual on these disbursement dates. MBOH assumes the borrower will make monthly payments equal to one-twelve (1/12) of the estimated total annual escrow account disbursements.
		ii) MBOH then examines the monthly trial balance and adds to the first monthly trial balance an amount just sufficient to bring the lowest monthly trial balance to zero (0), and adjusts all other monthly balances accordingly and;
			iii) MBOH then adds to the monthly balances the permissible cushion, if
			applicable). The cushion is an amount specified by state law or the
			mortgage document (net of any increases of decreases because of prior
			year shortages and surpluses, respectively).

	4.	Limits on Payments to Escrow Accounts:
	    a) Amount Restrictions: MBOH shall NOT require a borrower to deposit more than the following amounts into any escrow account:
	        i) Charges at Settlement or Upon Creation of an Escrow Account: “Amount sufficient to pay” the charges respecting the mortgaged property, such as taxes and insurance, which are attributable to the period from the date such payment(s) were last paid until the initial payment date. The “amount sufficient to pay” is computed so that the lowest month end target balance projected for 	the escrow account computation year is zero (0). MBOH may charge the borrower a cushion that shall be no greater than 110% of the estimated total 	annual payments from the escrow account per Montana Code Annotated 71-1-113, Limit on the Amounts of Fund on Reserve.
	       ii) Charges During the Life of the Escrow: Throughout the life of an escrow, MBOH may charge the borrower a monthly sum equal to one-twelve (1/12) of the total annual escrow payments which the servicer reasonably anticipates paying from the account. In addition, MBOH may add an amount to maintain a cushion no greater than 110% of the estimated total annual payments from the account. However, if MBOH determines through an escrow account analysis that there is a shortage or deficiency, MBOH may require the borrower to pay additional deposits to make-up the shortage or eliminate the deficiency subject to the limitations and restrictions set forth herein.
		b)	Escrow Account Analysis at Creation of Escrow Account:
			i) When an Escrow Account May Be Established:
				(1) At origination; or
           	(2) Added to an existing loan where the borrower has failed to pay taxes 	 and insurance when such items are due (subject to restrictions set 		 forth herein).
			ii)	Setting Up the Escrow Account:
				(1) MBOH Policy: After the loan is purchased from the Lender, MBOH 				boards the loan with the initial escrow analysis as determined by the lender. 		New loan boarding staff and Quality Control ensure the initial escrow   disclosure and amount as determined by the lender is correct and utilize the lender’s calculations. MBOH provides the initial escrow disclosure account statement	to the borrower after boarding the loan servicing system. 
		c)	Subsequent Escrow Account Analysis:
			i)	Rule/Timing:
		(1) Annual: For each escrow account, MBOH MUST conduct an escrow 			account analysis at the completion of the escrow account computation 	year to determine the borrower’s monthly escrow account payments for 	the next computation year, subject to the limitations set forth herein.
		(2) Other: MBOH may also conduct other escrow account analysis at other 	times during the year, as situations may demand, subject to the 	restrictions set forth herein.
			ii)	Escrow Account Analysis: MBOH shall use the annual escrow account 				analysis to determine whether a shortage, deficiency, or surplus exists, and 		shall make any adjustments to the account. As noted above, additional 				analysis may also be completed subject to:
				(1) Shortage:
					(a) Shortage Less Than One (1) Months Escrow Account Payment: If the 			escrow account analysis discloses a shortage of less than one (1) 			
					month’s escrow account payment, then MBOH has three (3) possible 					options:
						(i)	MBOH may allow a shortage to exist and take no action.
						(ii)	 MBOH may require the borrower to repay the shortage amount 							 within 30 calendar days or
						(iii) MBOH may require the borrower to repay the shortage amount in 							 equal monthly payments over at least a 12-month period.
				(2) Deficiency:
					(a) General: Prior to seeking reimbursement for a deficiency, MBOH must 				conduct an escrow account analysis to determine the extent of the 						deficiency.
					(b) Deficiency Less Than One (1) Month’s Escrow Account Payment: If 					the deficiency is less than one (1) month’s escrow account payment, 					the MBOH has three (3) possible options:
						(i)	MBOH may allow the deficiency to exist and take no action.
						(ii)	MBOH may require the borrower to repay the deficiency within 30 						 calendar days or
						(iii) MBOH may require the borrower to repay the deficiency amount in 					  two (2) or more equal payments.
					(c) Deficiency Greater/Equal to One (1) Month’s Escrow Account 							 Payment: If the escrow account analysis discloses a deficiency 							 greater than or equal to one (1) month’s escrow account payment, 					 then the MBOH has two (2) possible options:
						(i)	MBOH may allow the deficiency to exist and take no action: or
						(ii)	MBOH may require the borrower to repay the deficiency in two (2) or 					more equal monthly payments
				(3) Surplus:
					(a) Borrower is Current on Loan: Where the borrower is current on their				loan at the time of the escrow account analysis (e.g., payment received 				within 30 days of due date); if an escrow account analysis discovers					a surplus, MBOH shall, within 30 calendar days from the date of the 					analysis:
						(i)	> $50: Refund the surplus to the borrower.
						(ii)	< $50: Refund the surplus to the borrower OR credit the borrower 						against next year’s payment.
			   	(b) Borrower is NOT Current on Loan: Where MBOH has NOT 						 received payment on the loan within 30 days of the due date, 					     MBOH may retain the surplus in the escrow account pursuant to 			     the terms of the mortgage loan documents.
				iii)	Voluntary Agreement with Borrower: After the initial or annual 					escrow account analysis has been performed, MBOH and the 						borrower may enter into a voluntary agreement for the forthcoming				escrow accounting year for the borrower to deposit funds into the				escrow account for that	year greater than the limits established 					herein. Such agreement, however, shall cover only one (1) escrow 				accounting year, but a new voluntary agreement may be entered in 			to after each analysis is performed. The voluntary agreement may 				NOT alter how surpluses are treated.
	   d)	Aggregate Accounting Required: MBOH MUST use the aggregate accounting method in conducting escrow analysis.
	   e)	Cushion: The cushion MUST be no greater than 110% of the estimated total annual disbursement from the escrow account per MCA 70-1-113. Cushion limits set by the mortgage documents, and that comply with the law, prevail.
	   f)	Restrictions on Pre-Accrual: MBOH must NOT practice pre-accrual.
	   g)	Assessments for Periods Longer Than One (1) Year: Some escrow account items may be billed for periods longer than one (1) year (e.g., flood insurance). In such cases, MBOH shall estimate the borrower’s payments for a full cycle of disbursements. In these situations, the escrow may not reach its lowest monthly balance during a one (1) year review period. Therefore, the annual escrow account statement shall explain this situation.
	   h)  Procedures: In accordance with the provisions set forth herein, the Loan & Bond Specialist shall ensure that the following procedures are completed to set up the escrow:
			i)	Obtain the loan file and payment record for the borrower.
		ii)	Determine the items that are to be escrowed based on the purchase file and	the Lenders Initial Escrow Account Statement Disclosure.
			iii) Enter the escrowed items into the loan servicing system.

	5.	Initial Escrow Account Statement:
	   a)	Timing: MBOH shall provide an initial escrow account statement to the borrower after the loan is boarded into the loan servicing system.
	   b)	Content: The initial escrow account statement shall include:
		i) The amount of the borrower’s monthly mortgage payment and the portion of 	the monthly payment going to the escrow account including an itemization of 	the estimated taxes, insurance premiums, and other charges MBOH 	reasonably anticipates paying from the escrow account during the escrow 	account computation year.
			ii)	The anticipated disbursement dates of those charges.
			iii)	The amount MBOH selects as a cushion (if any).
			iv)	A trial running balance for the account; and
			v)	Any discretionary payments of the borrowers (e.g., credit life or disability). 	MBOH does not have any discretionary payments.

	6. 	Annual Escrow Account Statement:
		a)	Timing: For each escrow account and after completing an annual escrow 	analysis that complies with the provisions set forth herein, MBOH shall submit 	an annual escrow account statement to the borrower within 30 calendar days 	of the completion of the escrow account computation year.
		b)	Content: The annual escrow account statement shall include:
			i)	The previous year’s projection or initial account statement.
			ii)	Account history, reflecting the activity in the escrow account during the 				escrow account computation year.
			iii)	A projection of the activity in the account for the next year.
			iv)	The amount of the borrower’s current monthly mortgage payment and the		 	portion of the monthly payment going into the escrow account.
			v)	The amount of last year’s monthly mortgage payment and the portion of the 		monthly payment going into the escrow account.
			vi)	The total amount paid into the escrow account during the past computation		 	year.
			vii) The total amount paid out of the escrow account during the same period for 	 	taxes, insurance, premiums, and other charges (all separately identified).
			viii) The balance in the escrow account at the end of the period.
			ix)	An explanation of how any surplus is handled by MBOH.
			x)	An explanation of how any shortage or deficiency is to be paid by the 					borrower.
			xi)	If applicable, the reason(s) why the estimated monthly balance was not 				reached as indicated, by noting the differences between the most recent 			account history and last year’s projection; and
			xii) Any discretionary payments of the borrowers (e.g., credit life or disability).
		c)	Default, Foreclosure, or Bankruptcy: If at any time MBOH conducts the annual	escrow account analysis and the borrower is more than 30 days overdue,	MBOH is NOT required to send an annual escrow account statement. This 	exemption also applies where there is an action of foreclosure or documented 	bankruptcy.
		d)	Delivery with Other Materials: MBOH may deliver the annual escrow account 	statement to the borrower with other statements or materials, including the 	substitute 1098.
		e)	Format: Format guidance is provided within RESPA.
		f)	Short Year Statements:
			i)	Rule: MBOH may issue a short year annual escrow account statement to 			change one (1) escrow account computation year to another. By using a 			short year statement, a servicer may adjust its production schedule or alter		    the escrow account computation year for the escrow account.
			ii)	Servicing Transfer: In the case where MBOH transfers servicing to another		 	entity, MBOH shall send a short year statement to the borrower within 60		 	calendar days of the effective date of the transfer; and
			iii)	Loan Payoff: If a borrower pays off a federally related mortgage loan during 		the escrow account computation year: 
			(1) MBOH shall refund all unused escrow deposits to the borrower in the 		 payoff transaction within 20 business days of the date paid in full.
			(2) MBOH shall cancel all escrow account records and move such records		 from the “active” to the “inactive” archives.	

	7.	Special Assessments and Increased Real Estate Taxes:
	   a)	General: A “special assessment” is a one-time occurrence where additional taxes, aside from the usual taxes collected through the county tax bill, that are imposed for a special purpose (e.g., storm sewer, street repairs, new school, etc.).
	   b)	Escrow Analysis: Where MBOH is notified of increased taxes, MBOH shall conduct an escrow account analysis subject to the requirements set forth herein to determine if the escrow account has enough funds to cover the increased taxes. MBOH must adhere to the requirements for shortages, deficiencies, and surpluses as well as short year statements.

	8.	Transfer of Servicing (New Servicer):
		a)	Changes to Payment or Accounting Method:
		i) Initial Account Statement: If MBOH, as the new servicer, changes either the 	monthly payment amount or the accounting method, MBOH shall provide 	the borrower with an initial escrow account statement that complies with the
			requirements set forth herein, within 60 days of the servicing 	transfer.
		ii)	Escrow Account Computation Year: Where MBOH, as the new servicer, 	provides an initial escrow account statement upon the transfer of the 	servicing, MBOH shall use the effective date of the transfer of servicing to 	establish the new escrow account computation year.
		b)	No Changes to the Payment or Accounting Method:
		i) Escrow Account Computation Year: If MBOH, as the new servicer, chooses		to retain the monthly payment AND the accounting method, MBOH may 			continue to use the same escrow account computation year as the old 	servicer OR may choose to establish a new escrow account computation 	year using a 	short year statement.
		ii)	Annual Account Statement: At the completion of the escrow account 	computation year or any short year, MBOH, as the new servicer, shall 	perform	an escrow analysis and provide the borrower with an annual escrow	account statement that complies with the requirements set forth herein.

	9. 	Timely Payments:
	   a)	Rule: If the terms of any federally related mortgage loan require the borrower to make payments to an escrow account, MBOH MUST pay the disbursements in a timely manner, meaning on or before the deadline to avoid a penalty, if the borrower’s payment is not more than 30 days overdue.
	   b)	Institution Advances Funds: MBOH MUST advance funds to make disbursements in a timely manner if the borrower’s payment is not more than 30 days overdue. Upon advancing funds to pay a disbursement, MBOH may seek repayment from the borrower for the deficiency pursuant to the deficiency requirements set forth herein.
		c)	Property Taxes:
	        i) 	No Discount or Additional Fees Charged by Taxing Jurisdiction: If the taxing jurisdiction neither offers a discount for disbursement on a lump sum annual basis nor imposes any additional charges or fee for installment disbursements, then MBOH MUST make the disbursements on an installment basis.
	       ii)	Discount or Additional Fees Charged by Taxing Jurisdiction: If the taxing jurisdiction offers a discount for disbursement on a lump sum annual basis or imposes any additional charges or fee for installment disbursements, then the MBOH may, at MBOH’s discretion, make lump sum annual disbursements in order to take advantage of the discounts for the borrower or avoid the additional charge or fee for installments as long as such method of disbursement complies with the requirements set forth herein. MBOH is NOT required to follow the preference of the borrower.
	      iii)	Mutual Agreement with Borrower: MBOH and the borrower may mutually agree on a disbursement basis (annual or installment) so long as this agreement complies with the requirements set forth herein. The agreement must be voluntary and MBOH CANNOT condition loan approval on the borrower’s agreement.
	   d)	Hazard Insurance: In general, except where the borrower is more than 30 days past due on a payment, MBOH may NOT purchase force-placed hazard insurance for a borrower who has established an escrow account for payment of hazard insurance, UNLESS:
		i)	MBOH has a reasonable basis to believe that the borrower has failed to 	maintain the required hazard insurance (e.g., “unable to disburse funds”).
            (1) It is reasonable to believe borrower has failed to obtain they have the required hazard insurance where MBOH receives a cancellation notice or 
     	MBOH becomes aware that the property is vacant.	
		(2) It is NOT a reasonable basis to believe that the borrower has failed to 		 maintain hazard insurance because the escrow account contains			 	 insufficient funds to pay the hazard insurance premium.
			ii)	MBOH sends two (2) notices to the borrower regarding the insurance
			(1) First Notice: Written notice must be mailed or delivered 45 days before 			 MBOH charges the borrower for force-place insurance
			(2) Second Notice: Written notice must be mailed or delivered 30 days after 		 MBOH sends the first notice.
	       iii)	Upon receiving no response from the borrower or evidence of hazard insurance, MBOH may force-place the hazard insurance 15 days after mailing or delivering the second notice.
	       iv)	MBOH MUST cancel force-placed hazard insurance within 15 days of receiving evidence that the borrower has the requisite flood insurance and refund to the borrower any fees or charges for overlapping coverage.
	       v)	Any fees or charges imposed by MBOH on the borrower for the force-placed insurance MUST be bona fide and reasonable; and
	      vi)	MBOH may seek recoupment of advances made to pay hazard insurance premiums.
			    See also Section entitled “Insurance”.

[bookmark: _Toc130312148]C. REGULATION Z (TILA) ESCROW ACCOUNT REQUIREMENTS
	1.	General Rule/Policy: Unless otherwise provided for below, MBOH shall require the escrow of all property taxes and insurance required by MBOH for all 1st liens.

	2.	Scope: See each section below.

    3. 	Covered Loans: This servicing provision of Regulation Z applies to borrower 		       credit transactions secured by a dwelling, and need not be a principal dwelling including (Note: Borrower means personal, family, or household use):
			i)	Real Estate Mortgage Loans
			ii)	Manufactured or Mobile Home Loans with Permanent Foundation 
			iii)	Multifamily Risk Share & Coal Trust Loans 

3. Responsibility: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop, maintain, and administer procedures for escrow accounts that comply with the requirements set forth herein and designate the loan originators and Loan Specialist(s) responsible for all servicing aspects of escrow accounts. 

	5.	Escrow Cancellation Restrictions:
		a)	General Rule: Except as otherwise provided herein, MBOH may only cancel 	an escrow account required by this section ONLY upon 
			i)	Termination of the underlying debt obligation.			
[bookmark: _Toc130312149]V. REAL ESTATE TAXES

[bookmark: _Toc130312150]A.	COMPLIANCE POLICY
	1.	General Policy: MBOH shall comply with this Policy with regards to the payment of real estate taxes and shall develop and maintain procedures for compliance with the requirements set forth herein. The Mortgage Servicing Program Manager and Daily Operations Supervisor shall have full understanding of the statutes which allow the placing of tax liens on a secured property. For instance, a taxing authority may place a lien on a secured property if real estate taxes, special assessments, and/or other charges are unpaid; and such lien usually takes priority over MBOH’s security interest in the property. If the lien remains unpaid for a specified period, as determined by statute, the property will eventually be sold at a public auction to obtain enough funds to pay the unpaid taxes, and MBOH will forfeit its security interest in the property. If the mortgage is publicly recorded, MBOH will receive a notice before the property is sold at public auction; 

	2.	Scope:
		a)	Covered Loans: Real estate secured loans.
		b)	Exceptions: N/A (non-real estate secured loans).

	3.	Responsibility: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop, maintain, and administer procedures for the payment of real estate taxes and assign real estate tax responsibilities to a designated Loan & Bond Specialist.

	4.	Knowledge of Tax Billing and Collection Procedures: The Daily Operations Supervisor and Loan & Bond Specialist shall be aware of many variations of tax billing and collection procedures that may exist for various tax authorities. 
	     a) Separate or Consolidated Tax Bill: A taxing authority may send the property owner a separate annual or semi-annual tax bill, or a consolidated tax bill.
	     b) Payment in Installments: A taxing authority may send the property owner an annual consolidated bill but allow the property owner to remit the taxes in semi-annual installments.
	     c) Due Date: A taxing authority may send a property owner a tax bill which is either:
	           i) Due and payable immediately upon receipt; or
	          ii) Due and payable at some future point in time, perhaps 2-3 months after the        tax bill is received by the property owner.
	     d)	 Penalties and Discounts: A taxing authority may:
	           i) Charge a penalty, either a set rate or a percentage of the taxes due, if the bill is NOT paid by the due date.
	           ii) Allow a grace period after the due date before a penalty is charged, or
	          iii) Allow a discount to the property owner who remits the tax payment before a specified due date.
	     e) Tax Bills NOT Sent Directly to MBOH for Borrower’s Escrow Accounts: A taxing authority may:
	   			i) Send actual tax bills directly to the property owner; or
	            ii) A tax service company may send the MBOH electronic information of all the amounts due for the escrowed loans on properties located within a particular geographic tax area so that MBOH may process the tax information electronically.	

[bookmark: _Toc130312151]B. TAX LIENS
	1.	Policy: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall have full understanding of the statutes which allow the placing of tax liens on a secured property and strive to protect MBOH from the encumbrance of a tax lien. 

	2.	Preventing the Encumbrance of Tax Liens: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall ensure that MBOH is fully protected from the encumbrance of a tax lien on a secured property by using a combination of the following methods:

	3. Tax Service Contract: The Mortgage Servicing Program Manager shall obtain a tax service contract on properties in which MBOH has a security interest. In this case, the tax service company will search the tax records for any delinquent taxes on properties mortgaged to this institution on which this institution maintains a tax service contract. As part of that contract:
	     a)  Notification: The tax service company will notify the Mortgage Servicing Program Manager of any unpaid taxes, assessments, or other municipal charges for the property under the tax service contract. In turn, the Daily Operations Supervisor shall take action to protect this institution’s security interest. 
	    b)	Failure to Notify: If the tax service company fails to notify MBOH of a delinquency, the tax service company will pay the unpaid taxes or other charges; and
	    c)   Matching the Delinquency List with Loan File Records: The Loan & Bond Specialist shall compare the names of taxpayers and property addresses on delinquency lists with MBOH’s loan file records to identify properties on which taxes or other assessments and charges are delinquent. 

[bookmark: _Toc130312152]C. LOANS WITH ESCROW ACCOUNT
	1.	General Rule/Policy: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall ensure that appropriate measures are implemented to correctly record and credit the borrower’s monthly installments to the escrow account and to comply with the requirements set forth herein. (See Escrow Section). 

	2.	Obtaining Tax Bills or Tax Statement Amounts for Payment: 
	    a)	General: The Daily Operations Supervisor shall ensure MBOH obtains the tax bill amounts from the tax service company or taxing authority; and
		b)	Lists’ Contents: Such lists shall indicate:
			i)	Property legal description.
			ii)	Tax billing number.
			iii)	Loan account number; and
			iv)	Amount of taxes due.

	3.	Verification of Tax and Escrow Account Information for Possible Errors: 
	    a)	Verification of Tax Bill and Tax Payment Information: The Daily Operations Supervisor shall ensure  all payment information for tax bills and tax statements are verified by loan servicing personnel including:
	      i)  Property has been billed in the proper name (it may have been sold to another party).
	      ii) Property site address appears correctly on the tax bill (and hasn’t been transposed in any manner); and
	      iii)	Charges on the tax bill appear to be correct (Certain assessments may have been paid already).
	    b)	Verification of Escrow Account Information: The Daily Operations Supervisor shall ensure all escrow account information is verified by the tax servicing personnel, including:
	       i) Escrow account from which the payment is made is for the proper borrower, property, and amount; and
	       ii) That the present tax installment to be paid out of the escrow account is for an amount comparable to the last installment paid out of the escrow account.
		NOTE: If there is a substantial difference between the last installment and the present installment, the Loan & Bond Specialist shall ensure that the reason for the difference is researched and verified as authentic.
	     c)	 Incorrect Information: If the verification procedures above reveal incorrect information, the Loan & Bond Specialist shall refer the exceptions to their supervisor for resolution. 

	4.	Remittance of Taxes from Escrow Accounts in a Timely Manner:
	     a) Debiting the Escrow Accounts and Drawing the Checks: Once the verification process is complete, the Loan & Bond Specialist shall ensure:
	        i) Escrow accounts are debited properly, whether done by computer or the loan servicing personnel; and
			ii)	Checks are drawn in the correct amount for the appropriate taxing authority.
				Tax penalties are not to be charged to the borrower if the error was made at
				loan closing or during loan servicing.
	     b) Identifying Exceptions: The responsible Loan & Bond Specialist shall compare tax amount totals and escrow debits to the check amount. Any exceptions shall be immediately corrected. 
	        i) No Mortgage with MBOH: If MBOH receives a tax bill or tax statement for a property which is no longer secured by a mortgage at this institution, the Loan & Bond Specialist shall promptly return the tax bill or statement to the borrower indicating the reason for the return.
	        ii)	No Escrow Account: If MBOH receives a tax bill or tax statement for the loan on which MBOH no longer maintains an escrow account, the Loan & Bond Specialist shall promptly forward the tax bill or statement to the borrower for payment indicating the reason that such tax bill or tax statement has been sent.
	        iii)	Tax Bill with Error: If MBOH receives a tax bill or tax statement that is incorrect in some manner, the Loan & Bond Specialist shall follow the pre-arranged procedures for correcting such errors agreed upon between the taxing authority and the Loan Servicing Department; and
	        iv)	Tax Bill NOT Received: If MBOH did NOT receive a tax bill or tax statement, or the loan was NOT on the tax service report for a property for which the information should have been received, the Loan & Bond Specialist shall promptly contact the taxing authority or tax service company to ascertain the reason for the omission and debit the escrow account to pay the taxes due.
	     c)	Tracking Exceptions: MBOH Servicing shall maintain a list of all exceptions and track such exceptions in the software servicing system to their eventual resolution. 
	     d)	 Remittance of Payment and Proper Documentation to Taxing Authority: The Loan & Bond Specialist shall ensure that the checks are forwarded to the appropriate taxing authority along with proper documentation (e.g., actual individual tax statements or a list indicating the property taxes which are being remitted for payment).

	5.	Notification to Borrower of Taxes and Other Assessments Paid from Escrow Accounts: MBOH Servicing shall ensure that borrowers are notified of taxes which have been paid by issuing the borrower an annual statement of escrow account activity.

	6.	Taxes that have been Overpaid, Underpaid, Paid Twice, or NOT Paid:
	   a) Responsibility: In addition to all other exceptions, MBOH Servicing shall be responsible for:
	      i)  Resolving all exceptions that may NOT occur again, such as taxes that have been overpaid, underpaid, paid twice, or NOT paid.
	      ii) Ensuring that the tax records on the loan and the records of the taxing authority are corrected accordingly.
	      iii) Ensuring that all escrow accounts are reinstated to the correct status after the exceptions have been resolved; and
	      iv) Ensuring that any necessary communications with the borrower are completed and the borrower has a complete understanding of the situation.
		b)	Overpayment Correction Procedures: In the case of an overpayment:
	      i) Overpayment or Paid Twice by MBOH: If MBOH Servicing receives a refund check from the taxing authority because of taxes that were paid twice from the borrower’s account, or too much tax was paid, the Loan & Bond Specialist shall:
	         	(1) Ascertain the reason for the mistake and correct any parameters which have been entered incorrectly into MBOH’s records; and
	         	(2) Credit the borrower’s escrow account with the amount of the overpayment if the overpayment was made from the borrower’s escrow account.
		 	ii)	Reversal of Overpayment:
	         	(1) Overdraft Paid by Borrower: If the overpayment above caused an overdraft on the borrower’s escrow account, and the borrower paid the overdraft to maintain the escrow account at the proper level, the Loan & Bond Specialist shall send the borrower:
					(a) A refund for the overpayment made by the borrower, along with	
an explanation of the reason for the overpayment.

	7.	Change in Property Ownership: If the secured property for a loan is a combination of properties, and one (1) of the secured properties is sold with MBOH’s permission, the Loan & Bond Specialist shall ensure that the tax records on the loan and the borrower’s escrow account are adjusted accordingly so that the taxes on the sold property are NOT mistakenly paid.

[bookmark: _Toc130312153]D. LOANS WITHOUT ESCROW ACCOUNTS
	1.	General Rule/Policy: The Mortgage Servicing Program Manager shall implement appropriate measures to ensure MBOH Servicing is aware of unpaid taxes and makes attempts to notify the borrower of unpaid taxes, and in the event those taxes are NOT paid, MBOH Servicing shall pay the taxes for the borrower and seek reimbursement from the borrower.

	2.	Identification of Tax Delinquencies: If MBOH Servicing maintains a tax service contract on the loan for the secured property, the tax service company shall submit to MBOH Servicing a list of tax delinquencies. Upon receipt of this list, the Loan & Bond Specialist shall take the necessary steps to ensure the taxes are paid. 
		
	3.	Measure Taken to Ensure Taxes are Paid:
	    a)	General Rule/Policy: The Loan & Bond Specialist shall ensure a letter is sent to each borrower who has NOT paid the taxes on the secure property.
	    b)	Letter Contents: Such letter shall include the following statements:
	      i) That the taxing authority shows the taxes for the secured property to be delinquent.
	     ii) That the borrower has a specified number of days in which to pay the taxes and submit proof of payment to MBOH Servicing.
	     iii) That if the borrower does NOT pay the taxes due on the property, the MBOH Servicing will:
				(1) Make payment on behalf of the borrower.
				(2) Invoice the borrower for reimbursement; and
		(3) Will expect reimbursement in the form of a lump sum, or in appropriate installments over a period of 12 months, in addition to a specified amount of interest.
	     iv) That the borrower MUST make the following arrangements for future tax payments to be made on the secured property:
				(1) Either through an escrow account; or
		(2) A deposit pledged savings account held by MBOH in a pre-determined appropriate amount; and
	     v)	If such arrangements are NOT made and the taxes remain unpaid, 	MBOH Servicing will initiate foreclosure proceedings on the secured 	property.
	    c)	Follow-Through: The Loan & Bond Specialist shall ensure the appropriate measures are taken to follow through the items listed above.
[bookmark: _Toc130312154]VI. INSURANCE
[bookmark: _Toc130312155]A. COMPLIANCE POLICY: 
	1.	General Policy Statement: MBOH shall develop, maintain, and administer procedures for servicing insurance coverage including PMI coverage under the Homeowners Protection Act and issues related to force-placed insurance as required by the Real Estate Settlement Procedures Act (RESPA) or Regulation X. Certain provisions of this policy also apply to multifamily loans.

	2.	Scope: 
		a) Covered Loans: All real estate secured loans.
		b) Exceptions: N/A for MBOH portfolio 

	3. Responsibility: Unless otherwise directed below, the Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop and be responsible for assigning insurance responsibilities to a designated Loan & Bond Specialist and shall ensure that all responsible employees have thorough knowledge of the rules and regulations, and all policies and procedures governing the various types of insurance that affect MBOH serviced loans.
	
[bookmark: _Toc130312156]B. PROPERTY HAZARD INSURANCE
	1.	Scope: 
			a) Covered Loans: All real estate secured loans.
			b) Exceptions: N/A for MBOH portfolio.

	2.	Review and Monitor Insurance Coverage:		 
	  a) Risks Involved and Corresponding Coverage: MBOH Quality Control shall:
	     i) Types of Risk: Determine the types of risks to which the property may be exposed; and
	     ii)	Additional Coverage: Specify any additional coverage, including flood insurance required by law, but not including fire and extended coverage, which may be necessary to protect MBOH and the borrower in case of calamity. 

	3.	Establishment of MBOH as First Mortgagee:
	   a)  Notification to Insurer: At the time that this institution either orders a new policy or accepts a policy which has already been ordered, the Insurance Loan & Bond Specialist shall inform the insurer that MBOH is the lienholder or the first mortgagee. The insurer will then note the name of this institution on the declaration page of the hazard policy.
	   b)	Responsibilities of MBOH to Maintain MBOH’s Status: To maintain the MBOH’s right as first mortgagee, MBOH Servicing shall:
	       i)   Notification of Change: The Loan & Bond Specialist shall notify the insurance company of changes on the secured property (e.g., ownership, occupancy, risk, etc.); and
	       ii)	Payment of Premium: The Loan & Bond Specialist shall ensure the hazard insurance policy premiums are either paid from an escrow account at this institution or that the borrower pays the premium when due.
	   c)	Proof of Insurance:
	       i)   Acceptable Proof/Declaration Page: The Declaration Page containing the following information shall be adequate to show proof of hazard insurance:
				(1)  Name and address of MBOH as first mortgagee.
				(2) A description of the secured property which is insured; and
				(3) The amount of coverage required by MBOH or MBOI.
	       ii)	NOT Acceptable Proof/Loss Payable Clause: MBOH shall NOT accept a loss payable clause (which simply states that any claims are to be paid to this institution as the third party) in lieu of a declaration page as such a clause does NOT give MBOH notice of cancellation or provide protection to MBOH from the borrower voiding coverage.	

[bookmark: _Hlk130904403]	4.	Amount of Coverage: The Loan & Bond Specialist shall check the following parameters to ensure that the amount of coverage is adequate and meets MBOH’s requirements:
	   a)	Policy Limit on Declaration Page: The Loan & Bond Specialist shall check the policy limit state on the declaration page to ensure that the policy limit is comparable to the principal balance on the loan or 80 percent of the full replacement cost of the insurable improvements; and
	   b)	Full Insurable Value of Property: The Loan & Bond Specialist shall check the insurance policy to be certain the property is insured for the full insurable value of the property, or any amount that will provide maximum coverage in the event of a loss.

	5.	Monitoring Coverage:
	   a) Rule/Policy: The Loan & Bond Specialist shall monitor the insurance coverage on the property on an ongoing basis to ensure there is always adequate coverage on the property.
	   b) Original Policy/Changes to Policy: The Loan & Bond Specialist shall ensure that the original policy is always maintained in MBOH’s files. In addition, if there are any changes or endorsements made to the policy, MBOH Servicing shall retain documentation of those changes.
	   c) Monitoring Coverage: The Loan & Bond Specialist shall:
	       i) Order of Expiration: Obtain an Insurance Due Report weekly to track the expiration dates of policies; and
	       ii) Obtain Escrow Disbursement Due Exception Report: Obtain an Escrow Disbursement Due Exception Report Weekly.
		  iii) Contents of Reports: Ensure each report contains at least the following:
				(1) Mortgage loan number;
				(2) Insurance due date; and
				(3) Insurance company name.
	    d) Documentation of Payment/No Escrow: If the borrower is responsible for making the premium payment, the Loan & Bond Specialist shall request that the insurer to submit proof of payment in the form of a copy of canceled check, a paid receipt, or a policy with a new effective date.

	6.	Renewal or Endorsement: The Loan & Bond Specialist shall ensure that:
	    a) Definite Expiration or Renewal Date: 
	       i) Expiration or Renewal Date: That the insurance policy has a definite expiration or renewal date that provides a cancellation or expiration notice which can be tracked; and
	      ii) No Automatic Renewal with Payment: That the insurance policy is NOT the type which automatically renews with payment of the premium as this type of policy leaves too much leeway for the policy to lapse before the discontinuation is noticed.
	     b) Track of Renewal or Endorsement: If the policy is a renewal policy that expires on a given date, the Loan & Bond Specialist shall track the renewal or endorsement to ensure that coverage is continuous.
	     c)  Actions Taken to Ensure Continuous Coverage: The Loan & Bond Specialist shall initiate the process of renewal or endorsement prior to the expiration or cancellation date through the following actions:
			i)	Renewal is Borrower’s Responsibility: (See Interrupted Coverage below).
			ii)	Renewal MBOH’s Responsibility: (See Escrow Accounts Section).
			iii)	Review of Renewal or Endorsement: The Loan & Bond Specialist shall:
	   	(1) Review all renewal policies and endorsements for accuracy, proper 	 coverage, and correct lienholder information for all loans regardless of whether the insurance was obtained by the borrower or MBOH.
	  	(2) Correct the new premium amount in the computer system. The due date and expiration date advance automatically when insurance is paid from escrow; and
			   	    (3) File new renewal policy in bulk insurance filing.

	7.	Interrupted Mortgage Loan Coverage: See Servicing Procedure. Desktop Manual SV_DO_ForcePlaceInsuranceNotice.

	8.	Substitution of Policy: If the borrower initiates the substitution of a policy, the Loan & Bond Specialist shall inform the borrower that any substitution in the policy before the term expires will involve considerable administrative expense, just as if the policy was being originated for the first time, and that such administrative expense will be passed on to the borrower.

	9.	Payment of Policy Premiums:
		a)	From Escrow Account:
	       i)	Notice: Prior to the premium due date, the insurance company will send a notice to the MBOH; and
		   ii)	Make Payment/Update Records: 
	            (1) Loan & Bond Specialist shall ensure that the appropriate escrow account is charged by examining the premium notice for correctness of the borrower’s name, policy holders name, loan number, and policy number.
				(2) Pay the premium and charge the escrow account; and
				(3) Update the premium record.
	     b) By the Borrower: If the borrower is responsible for the payment of the    premium, the Loan & Bond Specialist shall:
	       i)	Reminder Letter: Send the borrower a reminder letter of the premium due date and provide a specific date by which it must be paid. MBOH Servicing shall also request that the borrower submit a paid receipt and new declaration page by a specified date.
	       ii)	Borrower Fails to Follow Through: IF the borrower fails to pay the premium by the specified dates or provide the requisite documentation, MBOH Servicing shall contact the borrower to ascertain the reason for the delay. MBOH Servicing shall then adhere to Interrupted Coverage section of this policy above.

10.Filing an Insurance Claim:
		a)	MBOH Learns of Claim
	       i)   Borrower Contacts MBOH Directly: All borrowers contacting MBOH about an insurance claim shall be directed to contact their insurance company directly.
	      ii)	Insurance Agency Contacts MBOH: If the borrower contacts the insurance agent directly, the insurance agent will, if necessary, contact MBOH Servicing regarding the disbursement of the claim; and
	      iii)	MBOH Receives Claim Check: If MBOH receives a claim check, the Loan & Bond Specialist, if necessary, shall contact the insurance agent and obtain details of the claim.
	    b)	 Assessing the Damage: In all cases above, MBOH shall try to obtain from the    borrower information regarding the extent of the property damage and keep the Insurance Adjustment Report on file. 
		c)	 Insurance Draft Payable Jointly to MBOH and Borrower:
	        i) $1,000 or Less: When the insurance draft is payable jointly to the insured borrower and MBOH and it is for $1,000 or less, MBOH may immediately release insurance funds to the borrowers who legitimately need to advance funds to contractors, provided all the following provisions are met:
			(1) The mortgage is current.
				(2) The borrower’s payment history does NOT show delinquencies for two 				(a) payments or more.
				(3) The released funds do NOT exceed the higher of:
					(a) $1,000
					(b) 10% of the affected mortgage’s unpaid balance; or
			(c) The amount by which the released funds exceed the unpaid balance 			 of the mortgage.
	       ii)	More than $1,000: When the amount of insurance funds exceeds $1,000, MBOH shall have the borrower endorse the check and agree to apply the released funds promptly to repair or reconstruct the damaged property. 
	       iii)	Funds Retained by MBOH: If repair or reconstruction of the residence takes more than six (6) months, funds remain in their noninterest bearing escrow (loss draft) account. The Loan & Bond Specialist sends a follow up letter reminding borrowers to complete the claim before releasing the final balance.
	    d)	Mortgage Loans Sold to MBOH: If the loan secured by the property has been sold to MBOH, MBOH shall:
	        i)	Required Actions: Forward insurance proceeds to the Loan & Bond Specialist to:
	           (1) Contact the borrower to determine the time needed for the contractor to 	make the repairs.
	           (2) Set up an escrow account for the borrower.
	           (3) Pay the contractor from the escrow account for each stage completed in 	the repair process.
               (4)	Have the property inspected before each payment stage and at				 					completion verify both:
			 (a) Satisfactory completion of the repairs; and
			 (b) The current appraised value of the property; and
	          ii)	Update Records: If the inspection affirms the proper repair of the 					damages without impact to the property value, the Loan & Bond 				Specialist shall update the insurance file with the actions taken and the 		result of the inspection.

[bookmark: _Toc130312157]C. PROPERTY HAZARD INSURANCE & MORTGAGE IMPAIRMENT/BLANKET COVERAGE
	1. Blanket & Property Coverage Statement Requirements Policy:
	  a) Familiarity with Requirements of Blanket Policy: The Mortgage Servicing Manager, Daily Operations Supervisor and Loan & Bond Specialist(s) shall become familiar with the requirements of the Blanket Policy, to ensure its proper administration and the following requirements are met by personnel:
	       i) When directed by the Mortgage Servicing Manager or Daily Operations Supervisor, the Loan & Bond Specialist shall order or maintain TARP plan coverage to protect MBOH (NOT the borrower) from designated losses against the secured property, resulting from cases where the borrower fails to maintain adequate fire, flood, or other extended coverages; and 
	        ii) MBOH shall develop, maintain, and administer procedures for real estate blanket policy requirements, including any force-placed insurance (that must comply with the provisions set forth herein).    		
		b) General Requirements of Property Coverage Policy: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall ensure the following requirements are met by MBOH servicing personnel:
	        i)	Communications with Borrower: The borrower shall be informed and understand that their property must be adequately covered by hazard insurance.
	       ii)	When Individual Policies are Required: That individual policies need ONLY be held on:
			   (1) Certain defined types of properties; and
			   (2) Loans that exceed a scheduled dollar amount.
	       iii)	When Individual Policies are NOT Required: That the following actions are taken for loans where MBOH is NOT required to hold the original individual policy:
	           (1) New Loans: A verification shall be obtained that the borrower has obtained adequate property hazard insurance.
	           (2) Cancellation: A written commitment is obtained from the insurer that MBOH shall be notified prior to any cancellation of insurance; and
	           (3) Cancellation Notification: When notified of cancellation, property hazard insurance is force-placed for at least 60 calendar days and complies with the force-place requirements set forth below.
	    c)	Force-Place Requirements: If hazard insurance coverage is interrupted for any reason on a federally related mortgage loan, MBOH shall obtain insurance on behalf of the borrower (e.g., force-place insurance). Purchase of that insurance shall comply with the following:
	         i)	Rule/Policy: Prior to obtaining hazard insurance (including flood insurance) on behalf of the borrower, MBOH must have a reasonable basis for believing that the borrower has failed to maintain the requisite flood insurance. Part of that reasonable belief is sending the requisite two (2) written notices to the borrower with the requisite content and not obtaining proof back that the borrower has hazard insurance.
			ii)Scope: Federally related mortgage loans ONLY.
		    iii)	First Notice:
	          (1) Timing: The first notice shall be sent 45 calendar days BEFORE MBOH charges the borrower for the force-placed insurance; and
	          (2) Content: At a minimum, the First Notice shall contain the following information:
					(a) The date of the notice.
					(b) MBOH’s name and mailing address.
					(c)	The borrower’s name and mailing address.
			(d) A request for the borrower to provide hazard insurance information for 		 the property and state the property’s address.
			(e) A statement that the hazard insurance has expired (or is expiring) and 		 MBOH does not currently have evidence of other insurance.
			(f)	A statement that the hazard insurance is required and that MBOH has 		purchased (or will purchase) such insurance at the borrower’s expense.
			(g) A statement requesting that the borrower promptly provide MBOH with		 insurance information.
				 	(h) A description of the requested insurance information and how the 						borrower can provide such information.
					(i)	A statement that the insurance MBOH has (or will) purchase may cost 				significantly more and may NOT provide as much coverage as hazard 				insurance purchased by the borrower; and
					(j)	MBOH’s telephone number for inquiries.
		    iv) Second Notice:
				(1) Timing: If MBOH does not receive evidence that the borrower has			 			 adequate hazard insurance, MBOH shall send another notice 30 						 calendar days after the first notice was mailed.
				(2) Content: At a minimum, the Second Notice shall contain the following 				 information:
					(a) The date of the notice.
					(b) A statement that this is the second and final notice.
					(c)	 MBOH’s name and mailing address.
					(d) The borrower’s name and mailing address.
				    (e) A request for the borrower to provide hazard insurance information					 for the property and state the property’s address.
					(f)	A statement that the hazard insurance has expired (or is expiring) and 				MBOH does not currently have evidence of other insurance.
					(g) A statement that hazard insurance is required and that MBOH has 				 purchased (or will purchase) such insurance at the borrower’s 							 expense.
					(h) A statement requesting that the borrower promptly provide MBOH with				 insurance information.
					(i)	A description of the requested insurance information and how the 						borrower can provide such information.
					(j)	A statement that the insurance MBOH has (or will) purchase may cost 				significantly more and may NOT provide as much coverage as hazard					insurance purchased by the borrower.
					(k)	 MBOH’s telephone number for inquiries; and
					(l)	The cost of force-placed insurance stated as an annual premium, or if 				 MBOH does not know the cost, a reasonable estimate; and
					(m) If applicable, a statement that the information the borrower sent to 					 MBOH is incomplete and the borrower must send the missing 						 	 information to avoid charge for any period for which MBOH is unable 				     to verify hazard insurance coverage.
			v)	Force-Placed Fee Restrictions:
		(1) Amount: Any fee assessed by MBOH for force-placing insurance must be	 bona fide and reasonable; and
		(2) Timing: A fee for force-placing insurance can NOT be assessed until 45 	 calendar days after the First Notice has been mailed or delivered 	 and where MBOH does NOT receive evidence of adequate insurance.
			vi)	Force-Placed Premium Restrictions: 
				(1) Amount: The law does not specify any restrictions on premiums; and
				(2) Timing: Although MBOH may charge the borrower for force-placed 				insurance that was in place before the Notices above were sent, MBOH may NOT impose the charge until 45 calendar days after the First Notice has been mailed or delivered and where MBOH does NOT receive evidence of adequate insurance.
	    		vii) Renewal Notice:
				(1) Timing: Before each anniversary of MBOH’s purchase of force-placed				      insurance and generally at least 45 calendar days before assessing the 			      borrower a fee or premium related to the renewal, but NOT more than
 					  once annually.
				(2) Content: At a minimum, the Renewal Notice shall contain the following				 information:
					(a) The date of the notice.
					(b) MBOH’s name and mailing address.
	    				(c) The borrower’s name and mailing address.
	  		 		(d) A request for the borrower to provide hazard insurance information for 				 the property and state the property’s address.
	   				(e) A statement that MBOH previously purchased insurance, charged to 					the borrower, because MBOH did NOT have evidence that the 							borrower had adequate insurance coverage on the property.
					(f)	A statement that the insurance has expired (or will expire) and MBOH 				does NOT have evidence of further insurance.
					(g) A statement requesting that the borrower promptly provide MBOH with				 insurance information.
					(h) A description of the requested insurance information and how the 						borrower can provide such information.
					(i)	A statement that the insurance MBOH has (or will) purchase may cost 				significantly more and may NOT provide as much coverage as hazard 				insurance purchased by the borrower.
					(j)	MBOH’s telephone number for inquiries; and
				    (k)	 The cost of force-placed insurance stated as an annual premium, or if 				 MBOH does not know the cost, a reasonable estimate.
	   	viii) MBOH’s Responsibility if Borrower Responds: If the borrower sends evidence of hazard insurance that complies with above, MBOH shall, within 15 calendar days:
				  (1) Cancel any force-placed insurance MBOH purchased for the borrower.
	       	(2) Refund to the borrower all force-placed insurance premium charges and related fees for any period of overlapping coverage; and
	        	(3) Remove from the borrower’s account all force-placed insurance charges and related fees for the overlapping period.
	    	ix) Additional Rules for Borrower’s with Escrow: If the borrower has an escrow account for the payment of hazard insurance, MBOH may NOT obtain force-placed hazard insurance unless MBOH is unable to maintain the borrower’s existing insurance coverage.
	        	(1) “Unable to maintain” is NOT satisfied just because the borrower’s mortgage loan obligation is overdue, or the escrow account has insufficient funds. Therefore, MBOH will generally have to advance funds through the escrow and then add this cost to the escrow balance or otherwise seek reimbursement from borrower.
	        	(2) “Unable to maintain” is considered satisfied (and therefore MBOH can obtain force-placed insurance) if MBOH has reason to believe that the insurance provider has canceled the policy for reasons other than non-payment or that the property is vacant.
	        	(3) Force-Placed Coverage Difficult to Obtain by MBOH: If a new hazard insurance policy is difficult to obtain by MBOH because the property is high risk, the Loan & Bond Specialist shall request a Fair Access to Insurance Requirement (FAIR) Plan, a shared market plan. If a new FAIR Plan can NOT be obtained the Mortgage Servicing Program Manager shall:
	     	    (4) Ascertain from the FAIR Plan administrators the exact improvements
		    which must be made to make the property insurable; and
		 	      (5) Contact the borrower and ask the borrower to make improvements, OR
	     	    (6) The loan shall be called immediately due and payable and if NOT
		    immediately paid in full by the borrower, MBOH shall take immediate steps
			  to accelerate the loan and foreclose on the property.
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	1.	General Requirements: MBOH shall develop, maintain, and administer procedures to ensure that insurance meets minimum MBOH, regulatory and investor expectations. The requirements shall address:
	   a)	Due Diligence: The Loan & Bond Specialist shall ensure that the insurance carrier is acceptable to all other mortgage insurers and MBOH and MBOI. To ensure acceptability, the insurance carrier shall have an acceptable rating given by a nationally recognized insurance firm such as:
			i)	A.M. Best Company: Minimum standards under the Best’s key rating guide:
				(1) General Policyholder: Either a “B” general policy holder rating or a 					 financial performance index ratio of “6” or better.
				(2) Co-Operative: A general policyholder’s rating of “A” and a financial 					 category of “V”.
			ii)	Demotic, Inc.: An “A” rating or better.
	   b)	FAIR Plan Insurance: If FAIR Plan insurance is the only coverage which may be obtained, the Daily Operations Supervisor will get an exception from MBOH and MBOI and shall accept it if it can be obtained at a reasonable cost.
	   c)	Mortgage Impairment Blanket Coverage: See above. C.1.a.
	   d)	Reinsurance: The Loan & Bond Specialist may accept a policy issued by an insurer that does NOT meet the above criteria if the policy is properly reinsured by a reinsurance carrier that DOES meet the criteria AND:
			i)	Is valid in the state where the property is located.
			ii)	Has an acceptable “Assumption of Liability Endorsement”; and
			iii)	Has a notification provision that gives this institution 90 days written notice.

	2.	Requirements for 1-4 Family Dwellings: The Loan & Bond Specialist shall ensure that the following requirements are met for insurance on 1–4-unit family dwellings:
	   a) Type of Coverage: The coverage shall protect against loss or damage from fire or other hazards covered by the “Standard Extended Coverage Endorsement”.
	   b) Claims Settlement: Claims shall be settled on a replacement cost basis (see special requirements for flood hazard insurance below).
	   c) Amount of Coverage: The amount of coverage required is 100% of the insurable value of the improvements (as determined by the insurer), or the unpaid balance of the loan, providing it equals the minimum amount (80% of the insurable value of the improvements) required to compensate for damage or loss on a replacement cost basis (see special requirements for flood hazard insurance below); and
	   d)	Deductible Limitations: The deductible shall NOT exceed the higher of $1,500 or 1% of the face amount of the policy unless a higher maximum is required by state law or investor (see special requirements for flood hazard insurance below).

	3.	Requirements for Planned Unit Development Projects: The Loan & Bond Specialist shall ensure that the following requirements are met for planned unit developments:
	    a)  Type of Coverage: The coverage shall protect against loss or damage from fire or other hazards covered by the “Standard Extended Coverage Endorsement”.
	    b)  Claims Settlement: Claims shall be settled on a replacement cost basis (see special requirements for flood hazard insurance below).
	    c)  Amount of Coverage: The amount of coverage required is 100% of the insurable value of the improvements (as determined by the insurer), or the unpaid balance of the loan, providing it equals the minimum amount (80% of the insurable value of the improvements) required to compensate for damage or loss on a replacement cost basis (see special requirements for flood hazard insurance below); and
	    d)  Deductible Limitations: The deductible shall NOT exceed the higher of $1,500 or 1% of the face amount of the policy unless a higher maximum is required by state law or investor (see special requirements for flood hazard insurance below).

	4.	Requirements for Condominiums and Cooperative Projects: The Loan & Bond Specialist shall ensure that the following requirements are met for condominium or cooperative projects:
	    a)	Insured Entity Named: The owner’s association shall maintain a master policy on the entire project with the premiums paid as common expenses.
	    b)	Type of Coverage: The coverage shall protect against loss or damage from fire and other hazards covered by the standard extended coverage endorsement plus those losses covered by the “Standard Risk Endorsement”.
        c)	Property to Be Covered: All common areas, except land, foundations, and excavation shall be covered including common fixtures, equipment, and supplies. Additionally, the equipment, fixtures, and other personal property inside individual units must be covered by a personal property policy.
	    d)	Amount of Coverage: The amount of coverage shall be 100% of the current replacement cost of the project facilities and the individual units, plus an “Inflation Guard Endorsement”, when available (see special requirements for flood hazard insurance below).
		e)	Additional Required Endorsements:
	         i)	Reimbursement for Additional Costs: If construction codes require changes to undamaged portions of the project, in the event of partial damage, an endorsement shall be included that will provide reimbursement for those additional costs.
	        ii)	Condominium Endorsement: A condominium endorsement shall be obtained that contains the following:
				(1) A provision that recognizes any Insurance Trust Agreement.
				(2) A provision that waives the right of subrogation against unit owners.
				(3) A provision that states that the insurance is not prejudiced by any acts or 			 omission of individual unit owners that are NOT under the control of the 			 owner’s association; and
				(4) A provision that states that the policy is primary, even if a unit owner has 			 other insurance that covers the same loss.
	      iii) Deductible: The deductible shall be the lesser of $10,000 or 1% of the face amount of the policy (unless a higher maximum is required by state law); and
	      iv) Notices of Cancellation or Change: The policy shall require the insurer to notify the owner’s association, in writing, at least 30 days before it cancels or substantially changes the project’s coverage.

	5.	Requirements for Income Producing Property: MBOH guidelines on First Time Home Buyer Programs limit business use of residence to 15% of total area . If an exception is made, the Loan & Bond Specialist shall ensure that the following requirements are met for income producing property:
	    a)	Type of Coverage: The coverage shall protect against loss or damage from fire and other hazards with the “Operational Perils Endorsement”.
		b)	Amount of Coverage: The amount of coverage shall be the greater of:
			i)	The amount of the original mortgage allowing for negative amortization; or
			ii)	The minimum amount required to compensate for damage or loss.
	    c)	Additional Required Endorsements and Coverage’s: The following additional endorsements and coverages shall be included:
	       i)	An “Agreed Amount Endorsement” that suspends the applicability of any co-insurance clauses.
		   ii)	A minimum of six (6) months “Rent Loss Insurance”; and
	       iii)	Comprehensive general liability insurance, with a minimum of $1 million ($3 million for elevator buildings) coverage for bodily injury and property damages for any single occurrence.
	    d)	Deductible: The deductible shall NOT exceed $1500 or 1% of the dwelling coverage. If the insurance company allows for a separate wind/hail deductible, the maximum deductible is $2500 or 1% of the dwelling coverage. 

[bookmark: _Toc130312159]E. THE NATIONAL FLOOD INSURANCE PROGRAM (NFIP)
   1.	Policy: MBOH shall develop, maintain, and administer policies and procedures that allow MBOH to comply with the requirements set forth herein and in the National Flood Insurance Program for loans serviced at MBOH including the requirements that adequate flood insurance will be maintained, if applicable, for the life of loan; flood insurance premiums will be escrowed where MBOH requires the escrow of other hazard insurance; and all required parties will be notified if there is a change of servicer. 

	2.	Scope: NFIP applies credit extended on improved real estate, including commercial loans, located or to be located in a Special Flood Hazard Area (SFHA):
		a) Covered Loans: All real estate secured loans.
		b) Exceptions: N/A for MBOH portfolio.

	3.	Flood Insurance for Life-of-Loan Requirement:
		a)	Rule: In accordance with NFIP, the Mortgage Servicing Program Manager and Daily Operations Supervisor shall ensure that MBOH maintains adequate flood insurance for the life of the loan. This includes situations where the covered loan was NOT in a SFHA at the time the loan was originated, but later, due to flood zone re-mapping, was determined to be in a SFHA.
	      b) Adequate Flood Insurance: In accordance with NFIP, the amount of flood insurance shall be the LESSER of:
			   i) The outstanding principal balance of the loan; OR
			   ii) The maximum limit of coverage made available under the NFIP with					   respect to that loan type.
				 (1) Residential: $250,000.
				 (2) Commercial: $500,000; OR
			   iii) The full insurable value of the building, which is the same as 100% 						replacement cost value (RCV).
			c)	Life-of-Loan Monitoring:
				i)  General: MBOH shall utilize a flood determination company(s) for life-of-				loan monitoring.
	            ii)	Reports: The Daily Operations Supervisor shall ensure that reports from the flood determination company are reviewed and where changes are noted (e.g., the loan is now in a SFHA or no longer in a SFHA), they are communicated with the Loan & Bond Specialist. 
	           iii)	Obtain New Flood Certification: The Loan & Bond Specialist shall order a new Flood Certification form from MBOH’s flood determination company. Once the Flood Certification is received, the Loan & Bond Specialist shall confirm that the flood zone in the Flood Certification form matches the report received above.
	           iv)	Properly No Longer in a SFHA: Where the report and Flood Certification confirm that the property is no longer in a SFHA, the Loan & Bond Specialist responsible for insurance shall send the borrower a letter that flood insurance is no longer required for the loan.
				v)	Property Now in a SFHA:
	             (1) Policy/Rule: Prior to force-placing flood insurance, MBOH must comply 	   with the same procedures set forth above for force-placement of hazard	   insurance. The procedures for compliance with those provisions is set 		   forth below.
	             (2) Initial Notification of Borrower by the Loan & Bond Specialist. (45 Day 		 Notice): Within two (2) business days of receiving the notice of flood 	  		 zone change, the Loan & Bond Specialist must send Force Place Letter 	  1-Map Change to the borrower(s). 
			(a) The letter is to be completed electronically (it is fillable) and signed by 		 the Daily Operations Supervisor.
			(b) A copy of the new Flood Certification form (above) shall be included 			 with Letter 1.
			(c) Letter 1 gives the borrower 45 calendar days to obtain flood insurance 		 and explains that if flood insurance is not obtained within that time				 frame that MBOH will purchase insurance on the borrower’s behalf at 		 the borrower’s expense (e.g., “force-place” the insurance):
				 (3) Notification to the Daily Operations Supervisor:
					(a) Copy of Letter: A copy of Letter 1 and the new Flood Cert shall also 					 be immediately sent to the Loan & Bond Specialist; AND
					(b) Calculation of “Adequate” Flood Insurance Amount: See above. The					 Loan & Bond Specialist shall calculate the minimum amount of flood 					insurance required under the law for the loan utilizing MBOH’s 							worksheet loan origination flood calculation worksheet. 
				 (4) Loan & Bond Specialist responsibilities:
		(a) Documentation: Upon receipt of Letter 1 and a copy of the Flood 				 Certification form, the Loan & Bond Specialist shall immediately begin		 documentation of compliance for each new loan in a SFHA and retain 		 that documentation of compliance for each new loan in a SFHA and 			 retain that documentation for the life of the loan AND until the 					 completion of a next compliance exam.
			b) Calendar: Based on the deadlines noted below, the Loan & Bond				Specialist shall also calendar ALL key dates with weekly escrow due 
				report to the software servicing system to ensure compliance with NFIP (e.g., 30 and 45 days from
			    date Letter 1 was mailed).
				 (5) Second Notice to Borrower (15 Day Notice): If the borrower has not 			 		 provided evidence of adequate flood insurance and it has been 30 					 calendar days since Letter 1 was mailed, Force Place Letter 2-Map 					 Change shall be mailed to the borrower.
			(a) The letter is to be completed by the Loan & Bond Specialist and sent			 to the borrower.
			(b) Copies of all letters and the new Flood Certification form must be 				 retained by the Loan & Bond Specialist and are NOT required to be in 		the loan files.
				 (6) 45 Calendar Days Since Letter 1: Upon expiration of the 45 calendar 				 days (e.g., day 46), and provided MBOH has not received evidence of				 adequate flood insurance on behalf of the borrower through MBOH’s pre-			 approved flood insurance carrier (see above for force-placed hazard 					 insurance requirements):
					(a) If the 46th day falls on a weekend or Federal holiday, flood insurance 				 shall be “force-placed” prior on the next available business day (e.g.,					 day 47 or 48).
					(b) The Loan & Bond Specialist must then determine if the flood 								 insurance premium will be added to the balance on the loan or taken					 from an existing escrow account:
		(i)	Existing Escrow Account: If the loan currently has an escrow 	account, flood insurance payments should be deducted from the escrow account and a new escrow analysis including the flood insurance must be performed; or
						(ii) Balance of Loan: If there is not an existing escrow account, the							 flood insurance must be added to the balance of the loan.
						(iii) Paid by Borrower: If there is no escrow account on the loan, and						 the insurance cannot be added to the balance of the loan, the							 borrower must be billed for the flood insurance.
				 (7) Notice of Insurance: Immediately after purchasing flood insurance Force 			 Place Letter 3-Map Change MUST be mailed to the borrower(s). If MBOH			 is deducting the flood insurance from the borrower’s escrow, a new 					 escrow analysis shall be attached to Letter 3.
				 (8) Borrower Provides Evidence of Adequate Flood Insurance:
					(a) Adequate Insurance Amount: Where the borrower purchases flood 					 insurance, the Loan & Bond Specialist is responsible for confirming 					 that the amount purchased is adequate flood insurance under the law. 				 The Loan & Bond Specialist shall use the same worksheets for 						    calculating the required amount as those used in loan origination.
					(b) Acceptable Proof of Coverage: To document coverage, the Loan & 					 Bond Specialist must have one (1) of the following:
					  (i) A copy of the Flood Insurance Application AND premium payment; 					 OR
					  (ii) A copy of the Declarations Page.
					(c) Within 15 Calendar Days: Once it has been determined that the							 borrower has adequate insurance, MBOH shall:
					  (i) Cancel any force-placed insurance, if applicable.
					  (ii) Refund to the borrower all force-placed insurance premiums								charges and related fees for any period of overlapping coverage, if						applicable; and
					  (iii)	Remove from the borrower’s account all force-placed insurance							charges and related fees for the overlapping period.
				    (9) Limits on Charges to Borrower: See Blanket Policy requirements.
				   (10) Renewal of Force-Placed Insurance: See Blanket Policy
						 requirements.

	4.	Escrow of Flood Insurance Premiums:
	    a)	Rule: Where MBOH requires the escrow of taxes, insurance premiums, fees, or other charges for a loan secured by residential improved real estate or a mobile home, than MBOH shall also require the escrow of premiums and fees related to flood insurance.
	    b)	Deposit Into Escrow Account: Upon receipt of the premiums, MBOH shall deposit the premiums in an escrow account on behalf of the borrower; and
	    c)	Payment of Flood Insurance Premium: Upon receipt of a notice from the flood insurance provider that flood insurance premiums are due, MBOH shall pay from the escrow account to the provider the amount of insurance premiums owed.

	5. Notification of Change of Servicer: The transferee of servicing shall notify FEMA or a designee, of the transfer of servicing within 60 days of the transfer. MBOH is typically the transferor; however, if MBOH is a transferee, MBOH’s flood determination companies, such as CoreLogic, AFR or ServiceLink would send the notice to MBOH.

	6.	Record Keeping/Retention: 
	    a)	Sufficient Records: MBOH shall maintain sufficient records to indicate compliance with NFIP including all Flood Certification forms, acceptable proof of insurance (above), and correspondence regarding flood including notices provided to the borrower; and
	    b)	Record Retention: Evidence of compliance with NFIP shall be retained for the life-of-loan.

[bookmark: _Toc130312160]F. PRIVATE MORTGAGE INSURANCE
	1.	Policy: In accordance with the Homeowner’s Protection Act, MBOH shall comply with the requirements set forth herein regarding private mortgage insurance including provisions regarding the requirement for private mortgage insurance (PMI) for all covered loans where the loan-to-value ratio equals or exceeds 80% at loan origination.

	2.	Scope:
	    a) Covered Loans: Private mortgage insurance applies to first lien single-family residential mortgage transactions consummated after July 29,1998 where the dwelling is the primary residence of the mortgagor including initial construction, refinancing, and acquisition of the primary residence.
		b) Exceptions: Private mortgage insurance does NOT apply to:
			i) Subordinate lien loans.
			ii) Non principal dwelling loans (e.g., second home); or
			iii) Investment property.

	 3.	Responsibility: 
	    a) Management: Mortgage Servicing Program Manager and Daily Operations Supervisor shall be responsible for developing, maintaining, and administering acceptable due diligence requirements for the selection of PMI insures.
	    b) Servicing PMI Loans: Daily Operations Supervisor shall be responsible for developing, maintaining, and administering procedures to ensure MBOH complies with the retention and cancellation requirements set forth herein regarding the servicing of loans with PMI. 
        c) Loss Mitigation: The Mortgage Servicing Program Manager shall be responsible for ensuring that MBOH complies with the requirements set forth herein regarding delinquent loans and filing PMI claims.

	4.	Obtaining Private Mortgage Insurance:
	    a)	Insurer’s Underwriting and Appraisal Standards: MBOH’s origination objectives through lenders include the making of loans on single family residential properties with a loan-to-value ratio more than 80% at origination, underwriting shall review each loan carefully to ensure that it will meet the underwriting and appraisal standards of the PMI company
	    b)	Insurer’s Written Commitment to be Received BEFORE Closing: 
			i) Application: Before the loan is closed, the lender from underwriting or loan		   processing shall complete an application for PMI, along with all supporting 		   documentation, and forward such information to the PMI company as 				   required.
			ii)	Written Commitment to Insure: MBOH shall NOT close until proof of a 				written commitment to insure the loan is received from the PMI company. 			Where PMI cannot be obtained, the loan will be denied.
	    c)	Certificate of Insurance or Policy: After the loan is closed, the Single-Family Loan & Bond Specialist shall confirm a notice has been sent by the lender to the PMI company that the loan has been closed. The PMI company will then send MBOH either a Certificate of Insurance or a separate policy for mortgage insurance.
	    d)	Receipt of Certificate or Policy/Set Up Escrow: Upon receipt of the Certificate or Policy from the lender (above), the Loan & Bond Specialist shall:
			i)	Place the Certificate or Policy in the loan file.
			ii)	Set up an insurance file; and
			iii)	Set up an escrow account to accumulate funds from which to pay future 				premiums (except for single premium policies). 

	5.	Termination of Private Mortgage Insurance:  
	    a)	Approval of Premium Notice: The insurer will send a premium notice for the PMI to MBOH:
		b)	Cancellation of PMI:
	       i) Borrower Requested Cancellation: Depending on the property type and the occupancy, PMI may, subject to certain requirements, be cancelled at 80% loan-to-value. All such borrower requests shall be:
				(1) In writing.
				(2) Subject to completion of a new appraisal.
				(3) Approved by the Daily Operations Supervisor. 
		c)	Delinquent Loans:
	       i)	Monthly Report to Insurer: The Loan and Bond Specialist shall provide the insurer(s) with a monthly report summarizing all their respective loans which have become delinquent.
	       ii)	Notification to Insurer: When a loan with private mortgage insurance becomes delinquent, the Loan & Bond Specialist shall:
				(1) Immediately notify the insurer that the loan has become delinquent; and
				(2) Continue to include the loan on the monthly summary of delinquent loans			 provided to the insurer until the delinquency is cured.
		   iii)	Incurable Delinquency:
				(1) Joint Tracking: If the delinquency cannot be cured, the Loan &
				 Bond Specialist shall refer the case to the Mortgage Servicing Program Manager. Together they shall track to the delinquency through to conclusion.
				(2) Obtaining Title of Property: The Loan & Bond Specialist shall:
					(a) Consult with the insurer to determine the most effective way to obtain 				 title to the property.
					(b) Follow-through to obtain title to the secured property; and
					(c)	 File claim with the insurer.
			iv)	 Claim Filed with Insurer: Where the insurer pays on the claim:
				(1) Claim Paid in Full: If the insurer elects to pay the claim in full, MBOH 			     shall relinquish the property title to the insurer.
				(2) Claim NOT Paid in Full: If only a percentage of the claim is paid, the 					 Loan & Bond Specialist shall oversee the disposal of the property.
		(d) PMI Notices:
	        i) Termination Notices: No later than 30 days after PMI has been terminated or cancelled, MBOH shall notify the borrower, in writing, that:
				(1) PMI has terminated, and the borrower no longer has PMI; and
				(2) No further premiums, payments, or other fees are due or payable by the			 borrower in connection with PMI.
			ii)	Annual Notice:
				(1) Loans Originated Before July 29, 1999: If PMI was required, MBOH shall 			 provide the borrower with an annual written statement that:
					(a) States that PMI may be canceled with the consent of the lender or in 					 accordance with state law; and
					(b) Provides MBOH’s address and telephone number that the borrower					 may contact to determine if they may cancel PMI.
				(2) Loans Originated After July 29, 1999: For all covered loans subject to				 the PMI requirements, MBOH shall provide to the borrower an annual 				 written statement that:
					(a) Sets forth the rights of the borrower to cancel and terminate PMI; and
					(b) Provides MBOH’s address and telephone numbers that the borrower 					 may contact to cancel PMI.
	       iii)	Borrower Does NOT Qualify for PMI Termination Notice: If MBOH determines that a borrower does NOT qualify for PMI termination, MBOH must provide the borrower with a written notice of the grounds for making that determination within 30 days following the date the request was received or scheduled termination date. If an appraisal was used, MBOH must provide the borrower with the results of the appraisal.

[bookmark: _Toc130312161]G. TITLE INSURANCE, ERRORS, AND OMISSIONS COVERAGE, AND REO COVERAGE
	1.	General Policy Statement: MBOH shall comply with the requirements set forth therein regarding title insurance, errors, and omissions coverage, and REO coverage.

	2.	Scope: Real Estate secured loans.

	3.	Responsibility: The Mortgage Servicing Program Manager and Daily Operations Supervisor shall develop, maintain, and administer procedures for escrow accounts that comply with the requirements set forth herein and designate the loan originators and Single-Family Loan & Bond Specialist(s) responsible for all servicing aspects of title insurance, errors, and omissions coverage and REO coverage prior to purchase of the loan. 
 
	4.	Title Insurance: If a mortgage loan is being assumed, a designated origination lender may obtain and file a copy of any new policy that may be obtained by the person assuming the loan.

	5.	Errors and Omissions Coverage: If a loss or a claim is experienced on a property covered by errors and omissions insurance, MBOH Servicing shall assist in the filing of such claim.

	6.	REO Coverage: 
	    a)	Vacancy Coverage Clause: If a property is acquired by MBOH through foreclosure or voluntary conveyance and the property is vacant:
		   i) Vacancy Coverage Clause: The Homeownership Foreclosure Specialist shall		 obtain a vacancy coverage clause on the policy in addition to the original 			 endorsement
		  ii) Policy Cancelled: If the property is rented and no longer vacant, the					 Homeownership Foreclosure Specialist may cancel the vacancy coverage 			 clause.
	    b)	Repairs to Property: If repairs are made to the property or new equipment is purchased, the Homeownership Foreclosure Specialist shall ensure that insurance amounts are adjusted to consider any increase in replacement cost.
	    c)	All Insurance for REO Properties: The Homeownership Foreclosure Specialist shall:
		   i) Order and maintain all insurance for REO properties. 
		   ii) Ensure that coverage is sufficient (according to circumstances that exist) to		   protect MBOH from loss.
[bookmark: _Toc130312162][bookmark: _Toc130312163]VII.	CONTRACT CHANGES

A. COMPLIANCE POLICY
1.	General Policy Statement: MBOH shall develop, maintain, and administer policies and procedures that comply with the law and the provisions set forth herein for any type of contract change involving either the persons responsible for repaying the debt, the security of the property, or the loan terms. According to MBOH & MBOI guidelines, these contract changes shall be made by either the department in which the loan is being modified and the Accounting & Finance Department.

2.	Scope: All loans within the original scope of this Policy.

3.	Responsibility:
	a)	All Montana Board of Housing Employees: All MBOH employees shall be responsible for ensuring that changes are routed to the appropriate department for approval and implementation and for NOT implementing changes beyond their authority.
	b)	Loan & Bond Specialist: Only Loan & Bond Specialist, Homeownership Foreclosure Specialist and Accounting Finance Department shall be responsible for approving or making changes.

[bookmark: _Toc130312164]B.	SERVICE MEMBER CIVIL RELIEF ACT (SCRA)
 1. Policy: As required by the Service Member Civil Relief Act (SCRA), MBOH shall develop, maintain, and administer policies and procedures to ensure service members on "active duty" or "active service" receive certain legal protections. Failure to comply with these rules can result in civil, as well as criminal prosecution.

 2. Scope: The SCRA protections are afforded to borrowers under this Section under the following circumstances:
	a)	Covered Borrowers: The SCRA protections apply to:
		i)	Active-duty members of the Army, Navy, Marine Corps, Coast Guard, and			active National Guard.
		ii)	Active service members of the commissioned corps of the National Oceanic 		and Atmospheric Administration.
		iii)	Active service members of the commissioned corps of the Public Health				Service.
		iv)	United States citizens serving with the armed forces of a nation with which the	United States is allied in the prosecution of a war or other military action; and
		v)	Dependents (of above).
	b)	NOT Covered Borrowers:  The SCRA protections do NOT apply to:
		i)	Reserve or national guard components that are NOT on active duty.
		ii)	Retired service members; or
		iii)	National Guard troops called under state orders (e.g., Montana orders).

3.	SCRA Requirements for Interest Rate Reductions: Qualified service members may be entitled to a reduced interest rate of 6% on qualifying loans:
    a)	Qualifying Loans:
		i)	Covered Loans: SCRA applies to:
			(1) Credit card debt.
			(2) Car loans.
			(3) Mortgage loans.
			(4) Personal (borrower) loans; and
			(5) Other similar obligations and responsibilities.
		ii)	Exceptions: Federally guaranteed student loans.
	b)	Legal Requirements:  The SCRA interest rate rules require that
		i) The debt must have been incurred prior to the service member entering active		duty.
		ii)	The service member shall provide MBOH Servicing with:
			(1) Written notice of active-duty status (can be provided any time up to 180				 days after the termination or release from active duty).
			(2) A copy of their military orders of activation.
			(3) Evidence that the debt precedes activation; and
			(4) FHA case number, if applicable.
	   iii)	All such debts shall not bear an interest rate more than 6% during the period of active duty and for mortgage loans, for one (1) year after active duty has ceased. Interest includes service charges, renewal charges, fees, or any other valid charge.
	   iv)	All interest more than 6% must be forgiven by the creditor and cannot be shifted to the principal or shifter for payment later.
	   v)	The change shall be effective the date the service member was called to active duty. The service member has up to 180 days after active duty ends to notify MBOH Servicing: and
	   vi)	MBOH Servicing shall re-amortize the payments on the loan based on the 6% interest.
	c)	Exception: MBOH may seek judiciary relief where it can prove that the ability of the service member to pay the interest on the debt is not materially affected by reason of the military service.

    4.	Borrower Protections for Exercising Rights Under SCRA: MBOH shall NOT take adverse action against a service member or dependent because the service member invoked their rights under the SCRA. This includes specific protections from foreclosure (50 U.S.C. 3953). 
[bookmark: _Toc130312165]VIII. RESIDENTIAL REAL ESTATE LOAN COLLECTIONS

[bookmark: _Toc130312166]A.	COMPLIANCE POLICY 
1. 	General Policy Statement: MBOH shall develop, maintain, and administer policies and procedures for residential real estate loan collections that comply with all applicable federal laws and investor requirements outlined in this Section including, but not limited to, fair debt collection laws, and the Service Member Civil Relief Act (SCRA).

2.	Key Definitions:
   a) Late Payment: A payment shall be considered “late” if the payment sufficient to covered principal, interest, and escrow (if applicable) is not received by MBOH Servicing on the due date (see also delinquency).
   b)  Late Charges: Charges assessed by MBOH Servicing according to the terms of the note, usually 15 days after the due date on the 1st of the month.
   c)  Delinquency: For purposes of Regulation X (RESPA) and the early intervention rule, delinquency begins on the day a payment sufficient to cover principal, interest, and escrow (if applicable) is due and unpaid.
   d)  30 Day Delinquency: Exists when the borrower owes two (2) payments on the first day that the second payment is due (e.g., a payment due on September 1st is 30 days delinquent on October 1st). This is also the date the loan is considered in default of the mortgage terms. 
   e)  45 Day Delinquency: Exists the 45th day after the borrower has not made a payment sufficient to cover principal, interest, and escrow, if applicable, by the due date (see 45-day delinquency written notice requirements below).
   f)   60 Day Delinquency: Exists when the borrower owes three (3) payments on the first day that the third payment is due (e.g., a payment due on September 1st is 60 days delinquent on November 1st).
   g)	90 Day Delinquency: Exists when the borrower owes four (4) payments on the first day that the fourth payment is due (e.g., a payment due on September 1st is 90 days delinquent on December 1st).
   h)	Delinquency Notices or Letters: Notices and/or letters sent to the borrower informing them of their delinquency which may contain additional disclosures and/or notifications required by law and/or the investor and insurer.
   i)	Live Contact: Includes telephoning, reciprocated email and/or conducting an in-person meeting with the borrower. It does include live contact initiated by the borrower but does not include leaving a recorded message.

[bookmark: _Toc130312167]B. FAIR DEBT COLLECTION PRACTICES ACT (Sec I E Governing Law)

[bookmark: _Toc130312168]C. SERVICE MEMBER CIVIL RELIEF ACT (SCRA) (Sec I E Governing Law)

[bookmark: _Toc130312169]D. FEDERAL TRADE COMMISSION ACT – UDAAP (Sec I E Governing Law)  

[bookmark: _Toc130312170]E. HUD REQUIREMENTS (Sec I E Governing Law)

[bookmark: _Toc130312171]F. EARLY INTERVENTION WITH DELINQUENT BORROWERS
  1. Key Definitions:
	a)	Delinquency: Early payment defaults need to begin contact attempts no later than the 10th day of delinquency. Early intervention begins on the day a payment sufficient to cover principal, interest, and escrow (if applicable) is due and unpaid (regardless of whether MBOH Servicing has a grace period prior to the assessment of a late fee).
		i) Exception: Borrowers who are performing as agreed under a loss mitigation option designed to bring them current are NOT considered delinquent for purposes of the early intervention rules.
	b)	Good Faith: Reasonable steps under the circumstances; and
	c)	Live Contact: Includes telephoning or conducting an in-person meeting with the borrower. It does include live contact initiated by the borrower or ongoing contact with borrower but does NOT include leaving a recorded message. May also be satisfied by establishing contact with an authorized agent of the borrower provided MBOH Servicing has verified that the agent has provided legal documentation of authority (e.g., power of attorney).

	2.	MBOH Monitoring of Covered Loans for Delinquency: MBOH Servicing shall monitor delinquencies through delinquency reporting. The reports are reviewed monthly.

	3.	Initial Delinquency Notices: To ensure that MBOH maintains early intervention with delinquent borrowers, MBOH Servicing shall:
	   a) Late Fee Notice: Sent 15 days after the due date on the 1st of the month.
	   b) 20 Day Letter: Sent on the 20-25th day of delinquency.
	   c) Inspection Letter: An inspection letter is sent on the 46th day of delinquency and before the 60th day of delinquency.
	   d) Demand Letter: MBOH may send a demand letter on or about the 61st day of delinquency.
	   e) Continued Pursuit of Payment: Notwithstanding the requirements set forth herein, MBOH Servicing shall continue to pursue payment by the borrower through a combination of the most appropriate communications (e.g., notices, letters, and telephone contact).

	4.	Live Contact/Collection Calls: 
	   a) MBOH Servicing has established a calling schedule that is tailored to the insurer’s due diligence requirements as outlined in the insurer’s compliance guides. Call lists are held in record retention and calls are documented in the software system borrower’s memos.  
 
	5.	Inform Borrower of Loss Mitigation Options: 
	   a) Rule: The law is designed to give MBOH flexibility and discretion in determining which loss mitigation options MBOH Servicing should promptly inform delinquent borrowers of (e.g., what are reasonable options under the circumstances).
	   b) Examples of Flexibility and Discretion: 
	     i) During live contact the borrower notifies MBOH Servicing that they have had a material adverse change in financial circumstances that is likely to cause the borrower to experience long-term delinquency. In this case, MBOH Servicing would promptly provide the borrower with MBOH’s loss mitigation information.
	     ii)	A borrower who misses a January 1 payment notifies MBOH Servicing that the borrower will make a full payment by February 15. MBOH would not be expected to provide the borrower with loss mitigation options because there does not appear to be a long-term issue.
	   c) Promptly Informing: In providing loss mitigation information to delinquent borrowers promptly after establishing live contact MBOH Servicing may provide the loss mitigation information:
		   i) During the live contact communications with the borrower.
		   ii) Orally, electronically, or in writing.
		   iii) Through a standard notice; or
	       iv)	By notifying the borrower in any of the above methods that “in general”,	MBOH Servicing has loss mitigation options available.
	   d)	List Options and Requirements for those Options (e.g., Temporary Indulgence, Repayment Plan, or Forbearance).

	6. Policy: In general, MBOH is required by RESPA (Regulation X) to maintain policies and procedures reasonably designed to provide delinquent borrowers with access to personnel who can assist them with the loss mitigation options where applicable. This includes:
	   a)	Availability of Assigned Personnel: MBOH shall assign a Loan & Bond Specialist(s) to delinquent borrowers by the time the 45-day written notice has been mailed (see above).
	   b)	Borrower Contact with MBOH: Borrowers shall be able to reach the assigned MBOH personnel by phone and the assigned personnel shall respond to borrower inquiries and, as applicable, help the borrower pursue loss mitigation options including by advising the borrower about the status of any loss mitigation application and applicable timelines.
	   c) 	Retrieval of Accurate Information:  Assigned MBOH personnel shall be able to retrieve, in a timely manner, the complete record of the borrower's payment history and all the written information the borrowers provide in connection with a loss mitigation application and, when appropriate, provide such information to other persons responsible for evaluating a borrower for available loss mitigation options; and
	    d)	Montana Board of Housing Response: Assigned MBOH personnel shall provide same or next day timely live response to borrowers who call and must leave a message when they cannot reach a live person.

7.	Responding to Agents/Representatives of Delinquent Borrowers: MBOH is required to interact with a person "authorized" by a borrower to act on the borrower's behalf. MBOH policy, however, also requires that MBOH personnel verify that the "authorization" is legally binding (e.g., power of attorney, privacy release, etc.).
	 	a) Availability of Assigned Personnel, a Loan & Bond Specialist shall be assigned to delinquent borrower prior to the date of the 45-day delinquency notice ("delinquency" defined above); and
	 	c)Time Period of Availability: The assigned MBOH personnel must be available to the borrower until the borrower has made two (2) consecutive mortgage payments, without incurring a late charge, in accordance with the terms of the mortgage or permanent loss mitigation agreement.

8.	Retrieval of Accurate Information:
	  a) MBOH assigned personnel shall retrieve and provide borrowers with accurate information regarding:
	    i) The specific loss mitigation options available to them.
		ii)	How to submit a complete loss mitigation application, get the application				evaluated and, if applicable, how to appeal an application that is denied.
       iii)	The status of the borrower's loss mitigation application.
	   iv)	The circumstances under which MBOH Servicing may refer borrowers to foreclosure.
	   v)	Loss mitigation deadlines set by the loan owner or assignee or the provisions of the Mortgage Servicing Rules; and
	   vi)	How to submit a Written Notice of Error or Information Request (see Section Entitled Error Resolution and Information Requests); and
	b)	MBOH assigned personnel shall be able to retrieve certain information in a timely manner including:
	   i) A complete record of the borrower's payment history.
	   ii) All written information the borrower has provided to you, and if applicable, to prior servicers, in connection with a loss mitigation application.

[bookmark: _Toc130312172]G.	MINIMUM LOSS MITIGATION PROCEDURES 
1.	Policy:  As required by RESPA (Regulation X) and the owners of the loans, MBOH shall develop, maintain, and administer policies and procedures regarding:
	a)	Submitting Loss Mitigation Applications: Working with borrowers to complete timely applications for loss mitigation options.
	b)	Evaluating Loss Mitigation Applications: Evaluating complete and timely loss mitigation applications within 30 days for all loss mitigation options available to the applicant.
	c)	Acknowledging Receipt of Loss Mitigation Application/Notify Borrower of Decision: For complete and timely applications, informing borrowers of whether MBOH will offer the borrower a loss mitigation option and, if the borrower is denied a loan modification option, of the actual reasons for the denial.
	d)	Evaluating Borrower Appeals:  Evaluating timely appeals submitted by eligible borrowers. The appeals must be reviewed by independent personnel, that is, NOT the same personnel who initially evaluated the loss mitigation application; and 
	e)	Refraining from Foreclosure: Refraining from beginning or completing the foreclosure process in certain circumstances, as set forth below, when a borrower is being evaluated for loss mitigation options as required by law.

2.	Required Actions Once Loss Mitigation Application Received:  MBOH shall develop, maintain, and administer procedures for situations where a loss mitigation application is received 45 or more days before a foreclosure sale is scheduled (for under 45 days also see below) that include:
	a)	Evaluating Loss Mitigation Application for Completeness: The application must be evaluated to determine if the application is complete (e.g., MBOH has received all the information needed from the borrower to evaluate the borrower for the loss mitigation options available from the owner or investor of the loan).
	b)	Acknowledging Receipt: Once MBOH receives a loss mitigation application and has evaluated it for completeness, MBOH must acknowledge receipt, within the timeframe required by law, of the application status and inform the borrower of the following:
	   i) Incomplete Application:
		(1) Where the loss mitigation application is deemed incomplete, MBOH must 		 notify the borrower within five (5) days (Monday-Friday, excluding legal 			 holidays) that:
			(a) The application is incomplete.
			(b) Inform the borrower of any necessary documents needed to complete the 		 application.
	        (c) Provide the borrower with a reasonable date by which the borrower should submit the missing information or documents needed to complete the application. The date should be based on the earlier of the date by which any document or information submitted by the borrower will be considered stale or invalid or the proximity of a foreclosure sale; and
	        (d) Include a statement that the borrower should consider contacting servicers of any other mortgage loans secured by the same property to discuss available loss mitigation options.
	      (2) In addition, MBOH must exercise reasonable diligence to make an incomplete application complete. Although the above notice is required to inform the borrower of what is required to make an incomplete application complete, MBOH is required to also take additional steps necessary to help the borrower complete the application such as:
	        	(a) If an address or telephone number is needed to verify employment, MBOH can promptly contact the borrower to obtain this information.
	       	(b) Missing personal information that can be quickly obtained by contacting the borrower.
		ii)	Complete Application: Where the loss mitigation application is deemed
			 complete MBOH must notify the borrower within five (5) days (Monday-Friday,
			 excluding legal holidays) that:
			(1) The application is complete.
			(2) Include a statement that the borrower should consider contacting servicers
			 of any other mortgage loans secured by the same property to discuss
			 available loss mitigation options; and
			(3) Proceed to Evaluate Completed Loss Mitigation Application (below).
	c)	Evaluating Loss Mitigation Application for Loss Mitigation Options:
		i)	Timing: Once MBOH has determined that a loss mitigation application is
			complete, it shall proceed with evaluating the application for all potential loss
			mitigation options available to the borrower within 30 calendar days. NOTE: 
			This requirement also applies to loss mitigation applications received 37 days
			 or more before a scheduled foreclosure sale.
	     ii) Correcting Facially Complete Loss Mitigation Application:  Circumstances may arise where MBOH Servicing notifies the borrower that the loss mitigation application is complete (e.g., facially complete), then later while evaluating the loss mitigation application, MBOH Servicing determines that it needs additional information or documents. In these cases, MBOH Servicing shall:
	 		(1) Promptly request whatever corrected documents or information are needed.
	 		(2) Allow the borrower reasonable time, ten business days, to provide    MBOH Servicing with the requested documents.
			(3) Do NOT make the first notice or filing for foreclosure or otherwise refer the
			 borrower to foreclosure UNTIL the borrower has had a reasonable amount of
			 time to provide the requested information or documents.
     		(4) Once the information or documents requested are received, the loss 
			mitigation application is deemed complete on the date the requested 
			documents or information is received and shall be evaluated within 30 calendar
			days of that date. 
(a) Exceptions (e.g., date requested documents received is NOT date
facially complete):
	(i) Foreclosure Sale Scheduled: If 90 days from foreclosure sale, the date considered complete is date "facially complete” which is when application was submitted; and
	(ii) Borrower Appeals:  If borrower appeals, the date considered complete is date "facially complete" application was submitted.
    		 (iii) If requested information or documents is not in the borrower's
		 control (for example documentation lost in the mail or not received by MBOH), MBOH Servicing shall consider the application complete;
        		 (iv) Identify Loss Mitigation Options:  RESPA (Regulation X) does NOT
	  require that MBOH make available specific loss mitigation options; 
	  however, where MBOH does have loss mitigation options available, the
	  regulation does require that MBOH consider each application with the
	  available loss mitigation options in mind.
   						(1) Complete Application:
							(a) Various Loss Mitigation Options:
	    		(i) Investor Loans:  With regards to all investor loans, MBOH
	 shall identify loss mitigation options based on the investor and 
	 insurer requirements.
	    		(ii) Portfolio Loans:  For non-investor loans, the assigned Loan &
			 Bond Specialist(s) shall be knowledgeable of all available relief
			 options available under the various potential delinquency
			 circumstances (reason for delinquency, borrower's attitude, and
			 resources) including, but not limited to:
									1	Temporary Indulgence.
									2	Repayment Plan; or
									3	Forbearance Relief Agreement.
      	 (b) Prohibition on Foreclosure Referral:  MBOH Servicing shall
	NOT make the first notice or filing required by applicable law for any judicial or non-judicial foreclosure process unless:
        			(i) A borrower's mortgage loan obligation is more than 120
 			days delinquent: OR
       	(ii) The foreclosure is based on a borrower's violation of a due-on-sale clause, OR
        	(iii) MBOH is joining the foreclosure action of a subordinate lienholder.
        (c) Prohibition on Foreclosure Sale:  If the borrower submits a
   	completed loss mitigation application after MBOH has made the first notice or filing required by applicable law for any judicial or non-judicial foreclosure process, but more than 37 days before a foreclosure sale, MBOH shall NOT move for a foreclosure judgment or order of sale, or conduct a foreclosure sale, unless:
      			(i) MBOH has previously sent the borrower the
				 notice outlined below that the borrower is 										 NOT eligible for any loss mitigation option(s), the appeals
				 process outlined below is not applicable or the borrower
				 has not requested an appeal within the applicable time, or
				 the borrower’s appeal has been denied, OR
				(ii) The borrower rejects the loss mitigation option(s) offered
				 to them, OR
        								(iii) The borrower fails to perform under an
									agreement on a loss mitigation option.
		(d) Borrower's Response:
	(i) Acceptance:  Acceptance will be deemed where the borrower fulfills the requirements of the offer by the requisite deadline.  All foreclosure processes, if applicable, must be suspended once the borrower accepts a loss mitigation option offered by MBOH and performs under that loss mitigation agreement.
	(ii) Rejection: Except as outlined below, if the borrower fails to accept an offer by the deadline of the offer, MBOH may consider this a rejection of the offer. Exceptions to this rule include:
	       			(1) Interaction with Appeals Process: If a borrower
				appeals Montana Board of Housing’s (MBOH) decision								(below), the borrower's deadline for accepting a loss
				mitigation offer(s) shall be extended 14 calendar days.
				after the deadline in the written notice (above).
		(e) Borrower Appeals Process:
				(i) Complete Application:
	    		(1) >90 Days Before Foreclosure Sale:  If completed loss
			mitigation application was received by MBOH more than
			90 days before a foreclosure sale MBOH shall allow the 
			borrower to appeal MBOH determination and shall allow the borrower 14 calendar days to file that appeal.
	        		(2) <90 Days but >37 Days Before Foreclosure Sale:  If a
			completed loss mitigation application was received by
			MBOH less than 90 days before a foreclosure sale, but
			more than 37 days before a foreclosure sale, MBOH shall
			allow the borrower to appeal MBOH’s determination and 
			shall allow the borrower at least seven (7) calendar days
			to file that appeal.
		(ii) Incomplete Application:  MBOH is not required to allow for an appeal for             incomplete applications.
	             (iii) Independent Evaluation:  An appeal shall be reviewed by different
	              personnel than those responsible for evaluating the completeness of the
	              loss mitigation application.
                 (iv) Appeal Determination:  Within 30 calendar days of the borrower making
	             an appeal, MBOH shall provide a notice to the borrower stating MBOH
	             determination of whether MBOH will offer the borrower a loss mitigation
                 option based on the appeal and, if applicable, how long the borrower must
                 accept or reject this offer. MBOH shall allow the borrower 14 calendar days
                 to accept or reject. MBOH is NOT required, beyond this, to offer the
                 borrower any additional appeals.
	       (f) Duplicative Requests:  MBOH is only required to comply with these
	            Requirements for a single loss mitigation application during the same
	            default episode.
	       (g) Failure to return subordinate mortgage documents: If not returned by the
	             effective date or properly executed, MBOH will void the offer of loss
	             mitigation. 

[bookmark: _Toc130312173]H.	INVESTOR/OWNER REQUIREMENTS 
	1. Policy: In addition to the foregoing requirements, the owner of a loan may impose additional requirements on MBOH that afford more protections to the borrower and MBOH as servicer of those loans, shall comply with those requirements.

[bookmark: _Toc130312174]I. BORROWER BANKRUPTCY
	1.	Communications: The moment that MBOH becomes aware that the borrower is declaring bankruptcy, all communications to the borrower shall be made through the borrower’s attorney.

	2.	Notification of MBOH Attorney: MBOH shall send a copy of the borrower’s bankruptcy notice to MBOH’s previously approved Attorney, and the Attorney shall prepare themselves to represent MBOH.

	3.	Update Borrower Profile: MBOH shall update the borrower’s profile so that statements and delinquency notices print correctly.

[bookmark: _Toc130312175]J. COLLECTION OF LATE CHARGES
	1.	Late Charge Timing and Amount Restrictions: If late charges are allowed under the terms of the Note, MBOH may collect late charges as additional servicing compensation, provided the following requirements are met:
		a)	Installments Received within Grace Period:
	       i) No Late Charges: Where the payment is received with the Notes Grace Period, usually 15 calendar days after the due date, no late charges may be imposed.
	       ii)	Extension of Grace Period: Where the Grace Period ends on a weekend or holiday, the Grace Period shall be extended to the next business day.
	    b)	Amount of Late Charge: The amount of any late charge imposed shall not exceed the amount in the Note or limit set by state or federal law, whichever is less.

	2.	Restrictions on the Collection of Late Charges: The following methods for collecting late charges are expressly prohibited by any member or affiliate of this institution:
		a)	Charging the borrower’s escrow or impound account.
	    b)	Deducting the late charge(s) from a payment which was made by the borrower to help cure a delinquency; and/or
		c)	Adding the late charge(s) to the outstanding principal balance of the loan.

[bookmark: _Toc130312176]K. ADVANCES TO SUPERIOR LIENHOLDERS 
	1. Policy: MBOH shall develop, maintain, and administer policies and procedures for making advances to superior lienholders if the following conditions are met:
		a)	Approval: Of the investor (if sold).
	    b)	Economically Justified: To prevent foreclosure through the avoidance of delinquency under obligations secured by superior liens, or to reinstate superior liens; and/or
	    c)	Other Appropriate Actions: In the case of a second mortgage where advances were made to prevent foreclosure may not be justified, MBOH shall take other appropriate actions to be made whole.
[bookmark: _Toc130312177]IX. RESIDENTIAL REAL ESTATE FORECLOSURE OR DEED-IN-LIEU 
[bookmark: _Toc130312178]
A. KEY DEFINITIONS:
	    a)	Late Payment: A payment shall be considered “late” if the payment sufficient to cover principal, interest, and escrow (if applicable) is not received by MBOH on the due date (see also delinquency).
	    b)	Late Charges: Charges assessed by MBOH according to the terms of the note, usually beginning on the 16th day of delinquency.
	    c)	Delinquency: Begins on the day of payment sufficient to cover principal, interest, and escrow (if applicable) is due and unpaid.
	    d)	First Notice or Filing: Determined based on foreclosure procedures under the applicable state law. For instance:
	       i)	Where the foreclosure requires a court action, the first notice or filing is the earliest document required to be filed with the court.
	       ii)	Where no court action is required, it is the first document required to be recorded or published; OR
	       iii)	Where no court action, recording, or publication, it is the date the earliest documents set or establish a date for the sale.

[bookmark: _Toc130312179]B. SERVICE MEMBER CIVIL RELIEF ACT (SCRA) 
	1.	Procedures: identify how SCRA status/protections are enforced. If borrower took out a mortgage before entering active duty service, they cannot be foreclosed on without a court order, unless they waived their rights. This protection applies while borrower is on active duty and for an additional one year after leaving active duty. This protection also applies in states that do not require a court order to foreclose and whether or not borrower tells their lender or servicer about the service member status. 

[bookmark: _Toc130312180]C. MINIMUM FORECLOSURE & DEED-IN-LIEU OF FORECLOSURE
	1.	Deed-in-Lieu of Foreclosure:
	    a)	Procedures to Complete Prior to Accepting a Deed-in-Lieu of Foreclosure: Before accepting a deed-in-lieu, MBOH shall ensure that the following items have been completed and our relatively current:
			i)	Determine Occupancy: Of the secured property.
	        ii) 	Full Credit Package: Must be obtained to verify the borrower’s financial capability including:
					(1) Credit report.
					(2) Verification of deposits, income, and employments; and
					(3) Itemized statement of monthly obligations, including household and					 debt obligations.
            iii)	Property Appraisal: Obtain an appraisal by a licensed appraiser which will complete the Environmental Risk Checklist.
			iv)	Order Title Search: To determine the priority of the mortgage lien.
      (1) No Deed-In-Lieu of Foreclosure is acceptable if there is a superior or        junior lien on the property.
			v)	Assess Marketability: Of the secured property; and
	       vi)	Determine Loss Coverage: If applicable, determine loss coverage including FHA insurance, VA guarantee, or mortgage insurance.
	  b) Additional Requirements for Down Payment Assistant Loans (DPA): In
		  addition to all the procedures noted above, the following additional information
		  shall be collected for DPA loans:
			i) The status and unpaid balance of each superior lien.
	        ii)	Whether or not any superior lienholder has sold its mortgage to a secondary marketing entity or investor such as FHLMC or FNMA.
			iii)	The actions anticipated by any superior lien holder; and
	        iv)	Whether or not a cooperative arrangement may be made regarding the disposition of the secured property.
	  c) Conveyance of Title: In the process of conveying title to MBOH, MBOH or its
	      counsel shall take the following steps:
			i)	Prepare all documents necessary for the conveyance of title.
	        ii)	Obtain an executed estoppel affidavit from the borrower which is acceptable to title insurers in the state where the secured property is located; and
	        iii)	Confirm that the secured property is vacant, unless a hardship exists, and the date of possession has been agreed upon in advance.
	  d) Costs for Accepting a Deed-in-Lieu of Foreclosure: Where possible, MBOH shall
		  attempt to collect for the costs associated with the process (e.g., appraisal,
		  credit report, title search, etc.). If not possible, MBOH shall explore the
		  possibility of sharing expenses with the applicable entity.

   2. Steps Leading to Foreclosure:
	 a) When to Recommend Foreclosure: MBOH shall only recommend foreclosure where:
	    i) Borrower NOT Performing Under Loss Mitigation Agreement Restriction: The borrower is NOT currently performing under a previously approved loss mitigation option (above) and property found vacant or abandoned.
	    ii) Prohibition on Foreclosure Referral/Residential Real Estate Mortgage: For
	        residential real estate foreclosures, MBOH shall NOT make the first notice or
	        filing required by applicable law for any judicial or non-judicial foreclosure
	        process unless:
	         (1) A borrower’s mortgage loan obligation is more than 120 days delinquent: OR
	         (2) The foreclosure is based on a borrower’s violation of a due-on-sale clause, OR
			 (3) MBOH is joining the foreclosure action of a subordinate lien holder; OR
		 (4) The borrower materially defaulted on another covenant of the 
		          Mortgage/Deed of Trust contract. For example, allowing the home
				  collateral to be so deteriorated that MBOH must take possession in order
				  to protect it. 
	    iii) All Loss Mitigation Options Exhausted: Every option has been exhausted to
	         cure the delinquency.
	    iv) Mortgage Accelerated by Superior Lienholder: A superior lienholder has
             accelerated the mortgage or taken other similar actions; and
		v)	Approval Obtained:
	          (1) Portfolio Mortgage Loans: Approval by someone besides Loan & Bond Specialist.
	          (2) Insurer Mortgage Loans: Where applicable, all insurer procedures must be complied with including appropriate approval for proceeding with foreclosures. Due to the variety of insurers (and procedures), the Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements.
			vi)	SCRA Compliance: Proceeding with foreclosure would not violate any
			provision of SCRA.
	 b) Foreclosure Attorney or Trustee:
	         i)	Referral: Before a loan is referred to foreclosure, the Loan and Bond Specialist shall refer the foreclosure action to the Mortgage Servicing Program Manager for a final review. Once the Mortgage Servicing Program Manager has approved, the Loan & Bond Specialist shall continue to work with the MBOH Homeownership Foreclosure Specialist until the foreclosure proceedings have concluded; and
			 ii) Reimbursement:
	           (1)	From Borrower: If for any reason the foreclosure proceedings are terminated, the Loan and Bond Specialist shall make every attempt to collect the foreclosure agent’s fees from the borrower, unless prohibited by law.
	           (2)	From Insurer: For all insurer loans, the Loan and Bond Specialist shall comply with insurer requirements. Due to the variety of insurer (and procedures), the Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements.

3.	Steps Taken During Foreclosure:
   a) Protection of the Secured Property:
	        i)	Portfolio Mortgage Loans: Once approval for the foreclosure has been received (see above), MBOH shall take immediate steps, as necessary, to protect the secured property.
	       ii)	Investor/Insured Mortgage Loans: For all investor/insured loans, MBOH shall comply with their requirements. Due to the variety of insurers (procedures), the Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements; and
	b)	Unapplied Impound Funds:
            i)	Expenses to Be Paid: The Loan and Bond Specialist shall ensure that all invoices regarding the secured property are obtained, and all expenses are paid.
	       ii)	Unapplied Impound Funds: MBOH shall retain any of the borrower’s unapplied impound funds to pay expenses such as taxes, special assessments, ground rents, and any other expenses which have the potential to become first liens on the property.
	      iii)	Deficient Unapplied Impound Funds: If the unapplied impound funds are deficient, MBOH shall advance such funds that are necessary to protect this institution’s interest in the property.
	c) Inspections:
	       i)	Portfolio Mortgage Loans: After foreclosure proceedings have been initiated, MBOH shall:
			(1) Order a physical inspection of the property every 30 days after an initial ten
		        (10) day inspection.
			(2) Ensure the HUD Inspection form is used; and
			(3) Maintain all inspection reports as part of the applicable mortgage file.
	       ii)	Investor/Insurer Mortgage Loans: For all investor/insurer loans, MBOH shall comply with investor/insurer requirements regarding inspections. Due to the variety of investors (procedures), the Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements.
		   iii)	Other Loans: As applicable to insurer. 
	d)	Foreclosure Status Report:
		   i) Timing of Reports:
	        (1) Portfolio Mortgage Loans (Monthly Reporting): The Loan and Bond Specialist shall prepare a monthly report regarding the status of all portfolio mortgage loans and present it to the Mortgage Servicing Program Manager.  
	        (2) Investor Mortgage Loans (Quarterly Reporting): The Loan and Bond Specialist shall prepare a quarterly report regarding the status of all investor/insured owned mortgage loans and present it to the Mortgage Servicing Program Manager	.	
		  ii) Content of Reports: The reports shall include:
			(1) Protective actions taken.
			(2) Dates of any sale which is scheduled.
			(3) Any foreclosures that have been suspended and/or reinstated.
			(4) Any changes to the previous foreclosure status reports; and
			(5) Any other applicable information (e.g., investor/insurer required
				 information).
	e)	Consideration of Intervening Events: MBOH may be required to suspend foreclosure if there is an intervening event such as:
	       i)	Prohibition on Foreclosure Sale/Residential Real Estate Mortgage: If the borrower submits a completed loss mitigation application after MBOH has made the first notice or filing required by applicable law for any judicial or non-judicial foreclosure process, but more than 37 days before a foreclosure sale, MBOH shall NOT move for a foreclosure judgment or order of sale, or conduct a foreclosure sale, unless:
	        (1) MBOH has previously sent the borrower all requisite notices and the borrower is NOT eligible for any loss mitigation option(s), the appeals process is not applicable, or the borrower has not requested an appeal within the applicable time, or the borrowers appeal has been denied, OR
			(2) The borrower rejects the loss mitigation option(s) offered to them, OR
	        (3) The borrower fails to perform under an agreement on a loss mitigation option.
	       ii)  Receive Completed Loss Mitigation Application/Residential Real Estate Mortgage: If the borrower submits a completed loss mitigation application at any time during the foreclosure process, even if less than 37 days before the foreclosure sale has been scheduled, MBOH shall review that application for other viable loss mitigation options (see Section Entitled Residential Real Estate Loan Collections), where reasonable, and consider suspension of the foreclosure sale.
		   iii)	 SCRA Protection: See above.
		   iv)	 Bankruptcy: 
	        (1) Borrower Communications: Once MBOH becomes aware that a borrower has declared bankruptcy, all communications with that borrower must go through the borrower’s attorney (no direct borrower contact).
	        (2) Notify MBOH’s Attorney: In addition, MBOH must immediately notify MBOH’s attorney to determine appropriate actions.
			(3) Coding in Customer Profile for Dwelling Secured Loans: 
	       v)	Investor/Insurer Considerations: MBOH shall also consider any other intervening event as required by each individual insurer. Due to the variety of insurers (procedures), the Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements.

[bookmark: _Toc130312181]D. OFFERS FOR FULL OR PARTIAL REINSTATEMENT OF THE MORTGAGE
	1.	Scope: This section applies to Residential Real Estate Mortgages.

	2.	Offers for Full Reinstatement of the Mortgage:
	   a)	Borrower Offers to Pay Reinstatement: If the borrower offers to pay the full delinquency during the foreclosure process, MBOH shall accept and calculate the advances, legal costs, or foreclosure expenses, and all future expenditures which will occur before the offer is accepted and include the total of the expenses in the amount of the full delinquency. The Loan & Bond Specialist will check with vendors and make certain all charges are up to date on the loan record.
	   b)	Status of Superior Liens: If the loan is a second mortgage, MBOH shall contact each superior lienholder to ascertain the position and status of the lien and ensure that the acceptance of the offer with not jeopardize MBOH’s position.
	   c)	Review and Decision on Offer:
			i)	Portfolio Mortgage Loans:
			(1) Loan and Bond Specialist: Based on a review of the above information,			 the Loan and Bond Specialist shall recommend to the Mortgage
				 Servicing Program Manager
 			     whether they feel the offer should be accepted.
			(2) Mortgage Servicing Program Manager: The Mortgage Servicing Program Manager shall review the circumstances
				 surrounding the case and make an independent decision. That decision
				 must then be conveyed, in writing, to the Loan & Bond Specialist.
	        ii) Investor Mortgage Loans: Approval shall be obtained by any investors prior 
	            to acceptance of the offer and all investor procedures shall be followed. Due
	            to the variety of investors (and procedures), the Loss Mitigation Team.
	            shall be responsible for keeping current procedural checklists on these
	            requirements.

	3.	Offer for Full Payoff: If the borrower offers to pay the full amount of the delinquency, including all current and future foreclosure expenses, MBOH shall accept the offer without further approval from the Mortgage Servicing Program Manager as long as the funds are certified or a cashier’s check. MBOH cannot accept wires. 

	4.	Offer of Partial Payoff:
	   a)	Recommendation to Mortgage Servicing Program Manager: If the borrower offers to pay an amount less than the amount of the full delinquency, including current and future foreclosure expenses, MBOH shall analyze the circumstances and recommend the best solution to the Loan & Bond Specialist for review.
	   b)	Consideration of MBOH’s Best Interest: In the evaluation of the circumstances surrounding the mortgage in (a) above, MBOH shall consider future foreclosure losses and decide whether it is in the best interest of MBOH to sell the property for an amount less than the amount needed to recover the outstanding balance.
	   c)	Mortgage Servicing Program Manager and Decision: After the recommendation, the Mortgage Servicing Program Manager shall convey their decision in writing.
	   d)	Approval from Mortgage Insurer: If the security property carries mortgage insurance, MBOH shall obtain appropriate approval from the mortgage insurer before proceeding with the sale of the security property.

[bookmark: _Toc130312182]E. SALE OF THE SECURED PROPERTY
	1.	Scope: First Mortgage, Real Estate

	2.	Investor Mortgage Loans: Approval shall be obtained by the Homeownership Program Manager prior to acceptance of the offer and all investor procedures shall be followed. The Loss Mitigation Team shall be responsible for keeping current procedural checklists on these requirements.

	3.	Ordering Appraisals or Valuations:
	   a)	Ordering Appraisal/Valuation: Before proceeding with the sale of the secured property, MBOH shall order an appraisal or similar valuation of the secured property when warranted as per insurer.
	   b)	Contents of Appraisal/Valuation: The appraisal/valuation shall include:
			i)	The estimated market value of the secured property in “as is” condition; and
	       ii)	If repairs are required, the estimated market value of the secured property after repairs and the expense of the repairs; and
	   c)	Copy to Borrower: 
	        i) Scope: Dwelling secured, first lien, borrower’s loans and
	       ii)	Rule: As required by the Equal Credit Opportunity Act (ECOA), MBOH must send a copy of the appraisal to the borrower promptly upon completion of the appraisal.

	4.	Down Payment Assistance Loans (DPA) In the case of a DPA loans, MBOH shall obtain an itemization of all superior liens including:
	   a)	The unpaid balance.
	   b)	Accrued interest; and
	   c)	Any other outstanding charges.

[bookmark: _Toc130312183]F. CHARGE-OFF OF DOWN PAYMENT ASSISTANCE LOANS 
	1.	Evaluation of Circumstances Surrounding Delinquency:
	   a)	Research of Information to Be Evaluated: MBOH shall discover and evaluate the following information before making any recommendation:
			i)	Estimated cost of continued collection efforts.
			ii)	Estimated cost of legal action.
			iii)	Unpaid balance of any superior lien.
			iv)	Estimated market value of the security property both “as is” and “after					repairs”; and
			v)	financial ability of the borrower to make any payments.
		b)	Recommendations of Charge-Off to Bad Debt: If the evaluation in (a) above indicates that a	partial or full settlement is not likely to be forthcoming, MBOH shall consider the recommendation of a charge-off to bad debt to the Mortgage Servicing Program Manager.
[bookmark: _Toc130312184]X. REO ASSETS 

[bookmark: _Toc130312185]A. COMPLIANCE POLICY
	1.	Key Definitions:
	   a)	Real Estate Owned (REO): Property held by this agency because of a loan 	default, such as:
			i)	Real estate granted to MBOH in a court judgment.
			ii)	Real Estate acquired through statutory foreclosure.
			iii)	In-substance foreclosure.
			iv)	Real estate acquired through deed-in-lieu of foreclosure; and
			v)	Any real property exchanged for foreclosed real estate.

[bookmark: _Toc130312186]B. ACCOUNTING AND FINANCE
	1.	Accounting for REO: For purposes of this Policy, the economic substance shall determine whether the property should be reported as REO, and NOT the legal form in which the property is held.
	2.	Additional Investments in REO: Any additional investments in REO shall be reported in MBOH’s book value subject to the assets fair market value.

[bookmark: _Toc130312187]C. REQUIREMENTS OF INVESTOR, FHA, OR VA
	1.	Scope: REO properties by private insurer, FHA, VA, RD, or HUD184 fee simple loans.

	2.	Private Mortgage Insurer: In the case where the original mortgage was insured by a private mortgage insurer, the REO Specialist shall follow their procedures and complete any reports required by the insurer regarding the disposition of the REO. Due to the variety of insurers that MBOH may have, MBOH shall be diligent about remaining current on all insurer requirements.

	3.	FHA, RD, or VA: In the case where the original mortgage was an FHA, VA or RD insured mortgage, the REO Specialist shall follow all procedures and complete any reports required by FHA, VA or RD regarding the disposition of the REO. MBOH shall be diligent about remaining current on all FHA, VA, and RD requirements.

[bookmark: _Toc130312188]D. DOCUMENTATION REQUIREMENTS
	1.	Maintenance of Complete Records:
		a)	All Loans: MBOH shall maintain records in accordance with this and other 	sections of the Servicing Policy Manual. Such records shall, at a minimum, 	include:
			i)	Loan Identification: Identification of the loan and security for the loan.
			ii)	Fee and Charges: Itemization of all fees and charges incurred by the action 		and records of to whom those charges were paid; and
			iii)	Title Holder: Identification of the holder of title.
		b)	Mortgage Loan: In terms of a real estate mortgage loan, the REO Specialist 	shall ensure that the following documentation is obtained for an REO:
			i)	Original Note: Or other similar instrument, and any documentation indicating 		modifications to the original note.
			ii)	Original Appraisal or Evaluation: Including original photographs, and any 			applicable satisfactory certificate or verification of completion of repairs or			 improvements.
			iii)	Certificate of Mortgage Insurance: If applicable.
				
	     c)	Mortgage Less Than Three (3) Years Old: In addition to above, if the real estate mortgage is less than three (3) years old (calculated by using the note date or date of assumption (whichever is later) to the date of the last paid installment), the REO Specialist shall ensure that the following documentation is obtained.
			i)	Loan Application: The original residential loan application.
			ii)	Assumption Documentation: If applicable.
			iii)	Credit Report.
			iv)	Verification: Of deposits, income, and employment.
			v)	Down Payment Source: Verify down payment source, if applicable
			vi)	Sales Contract and Escrow Instructions: If applicable; and
			vii) Shared Equity Agreement: Or buydown agreement and calculation of 				 buydown amount, if applicable.
			
	2.  Additional Documentation: In addition to above, as soon as possible after acquiring title and possession to the property MBOH shall obtain the following additional documentation:
	     a)	Appraisal or Valuation: A current appraisal or valuation which reflects the estimated current market value of the property in an “as is” condition and, if applicable, a “repaired” condition, including an estimated cost for the repairs.
	     b)	Market Analysis: For real estate loans, a market analysis estimating the REOs probable sales price and marketing time, prepared by a real estate broker who is familiar with the market conditions in the area in which the property is located.			
	     c)	Recommendations for the Sales Price: Based on the above and method for disposing of the property.

[bookmark: _Toc130312189]E. MORTGAGE INSURANCE CLAIMS
	1.	Scope: Real estate mortgage loans with mortgage insurance only.

	2. Prompt Filing of Mortgage Insurer: The REO Specialist shall work closely with the mortgage insurer to achieve either a conveyance or the property to the mortgage insurer or payment of the claim.

	3. Working with Mortgage Insurer: The REO Specialist shall work closely with the mortgage insurer to achieve either a conveyance of the property to the mortgage insurer or payment of the claim.

	4.	Offer to Purchase Property is Sufficient to Cancel Claim:
	   a)	Before Claim is Filed: If MBOH receives an offer to purchase the property before a mortgage insurance claim is filed, and the offer is sufficient to cancel the claim, then the REO Specialist shall accept the offer and decide for closing the sale.
	   b)	Offer After Claim is Filed: If MBOH receives an offer to purchase the property after a mortgage insurance claim has been filed and before it has been acted upon, and the offer is sufficient to cancel the claim, then the REO Specialist shall notify the mortgage insurer of the offer and obtain all appropriate approval to accept the terms of the sale agreement.

	5.	Offer to Purchase Property is NOT Sufficient to Cancel Claim: If MBOH receives an offer to purchase the property before or after a mortgage insurance claim has been filed, and the amount is NOT sufficient to cancel the claim, the REO Specialist shall contact the mortgage insurer and obtain a decision whether to accept the offer and under what conditions.

[bookmark: _Toc130312190]F. ACTIONS TO BE TAKEN WHEN REO IS STILL OCCUPIED
	1.	Scope: All REO properties.

	2.	Eviction Proceedings: If the REO property is still occupied, and the Loan and Bond Specialist has determined that there is no useful purpose for the person to continue the occupancy, such as the security of the property or a rent-paying occupant, then the REO Specialist shall commence eviction proceedings when:
	   a)	Refusal to Vacate: The borrower or other occupant refuses to vacate the 	premises after being asked to do so; and
	   b)	Law Permits Eviction: The laws in the area where the property is located permit 	eviction.

	3.	Alternatives to Eviction: If the laws in the area where the property is located prohibit eviction, the REO Specialist shall work with occupant to determine an alternative to eviction in vacating the occupant from the property.
		
[bookmark: _Toc130312191]G. SALE OF REO
	1.	Scope: All REO properties.
		
	2.	Approval of Mortgage Insurer for Property Listed for Sale: If the REO carries mortgage insurance, the REO Specialist shall contact the mortgage insurer and obtain all appropriate approval to accept the terms of the listing agreement and of any offers to purchase which are received before the final disposition of the mortgage insurance claim.
		
	3.	Sale of REO to Party Affiliated with this Institution: The REO Specialist shall ensure that the sale of REO to a party affiliated with this agency is NOT permitted unless the following conditions are met:
	   a)	Independent Appraisal: The sale is substantiated by an independent appraisal which meets all requirements of both MBOH’s Real Estate Appraisal and Evaluation Policies, and Procedures and the appraisal requirements detailed in this Policy.
	   b) Same Terms as the General Public: The terms of the sale are the same as
	       the terms that would be offered to a member of the public.
	  		
[bookmark: _Toc130312192]H. MAINTENANCE AND SECURITY OF REO
	1.	Scope: All REO properties
.
	2.	Advances: To the extent necessary to protect MBOH’s interest in the REO, the REO Specialist shall ensure that funds are advanced to maintain and secure the property, such as funds for the payment of taxes, security measures, etc.

	3.	Inspections: The REO Specialist shall:
			a)	Order a physical inspection of the REO and use it depending on the type of 		property, every 30-90 days.
			b)	Ensure that the appropriate inspection form is used. See procedure. 
			    Desktop Manual Property Preservation Inspection form and, 
			c)	Maintain all inspection reports as part of the applicable mortgage file.

	4.	Insurance Coverage for REO with Losses: If the REO has sustained losses which are covered under the borrower’s insurance policy, the REO Specialist shall:
			a)	Discover whether the claim has been filed with the insurer.
			b)	If the claim has NOT been filed with the insurer, the REO Specialist shall 			expedite the claim.	
		
	5.	Cancellation of the Borrower’s Insurance Policy: After the REO Specialist has confirmed that all claims regarding the property have been paid, or that the REO has indeed sustained no losses, the REO Specialist shall cancel the borrower’s policy of property insurance.

	6.	Continued Insurance Coverage of the REO: 
			a)	Insurance Coverage: The REO Specialist shall ensure that the REO is 				covered by insurance either as part of a blanket policy, or individual policy, 		to protect MBOH’s interest in the REO; and
			b)	Insurance Assessment: Also, if the REO is a condominium or PUD, the REO 		Specialist shall ensure that an assessment for any insurance, maintained by		the homeowner’s association, is paid.

	7.	Damages to the Property: 
			a)	Repair: If any damages occur to the property in the process of selling the 			property, the REO Specialist shall ensure that all damages are repaired, and		the property is restored to its original condition before the damages 					occurred; and
			b)	Insured Loans: The REO Specialist shall follow all appropriate procedures 			required by the insurer in the case of damages. Due to the variety of 					investors that MBOH may have, MBOH shall be diligent about remaining 			current on all investor requirements.	

[bookmark: _Toc130312193]I. INTERNAL CONTROLS FOR REO
		1.	Inspections: See above.

		2.	Maintenance: See above.

	    3.	Separate Subsidiary Records: MBOH shall maintain separate and thorough subsidiary records for each REO parcel, including the items capitalized, expenses, rentals, etc. Subsidiary ledgers for individual properties shall be balanced to the general ledger at least monthly.

	    4.	Separate Files for Each Parcel of REO: Separate and complete files shall be maintained for each parcel for REO.

	    5.	Rental Records: The REO Specialist shall ensure that adequate records are maintained on the REO, including rental receipts and security deposits, which are subject to audit.

	    6.	Advertising: All advertising for the sale or rental of the REO shall comply with the provisions contained in the Department of Housing and Urban Development housing guidelines.

	    7.	Hazard Insurance: The REO Specialist shall ensure that the proper hazard insurance is acquired and maintained on the property.

	    8.	Recognition of Profits: Management shall maintain records supporting the recognition of profits resulting from the sale of the REO.	
	
	    9.Continuing Pursuit of Payment: Where permitted by law, management shall continue to pursue repayment of any deficiency, after the collateral has been sold, from the borrower.			
[bookmark: _Toc130312194]XI. ERROR RESOLUTION AND INFORMATION REQUESTS 

[bookmark: _Toc130312195]A. PROCESSING ERROR NOTICES AND INFORMATION REQUESTS:  
	a)	Rule: As noted above, MBOH must adhere to federal law in responding to error notices and information requests.
	b)	Responsibility: MBOH Mortgage Servicing Program Manager shall designate the employee(s) responsibility for proper handling of all error notices and information requests and ensuring that they are properly trained on MBOH procedures.
	c)	Procedures: 
			i)	Applicability: Confirm that error notice or information request is covered by			this Section (see above):
	        ii)	Log Notice/Request: Once it has been determined that the error notice or information request is covered by this Section, the loan servicing employee shall access the Mortgage Loan Servicing Error Resolution and Information Requests Log. The log is set-up to walk the loan servicing employee through the legal requirements and includes additional worksheets that summarize the rules. This log will be accessed several times throughout the procedures:
	       iii)	Provide Written Acknowledgement: Send borrower written acknowledgement within five (5) days (Monday-Friday, excluding legal holidays) of receipt of the error notice or information request if the error was not resolved. Log date sent in Mortgage Loan Servicing Error Resolution and Information Requests Log
	       iv)	 Investigate: Investigate the error notice or information request within the 	required timeframe (see key dates in Mortgage Loan Servicing Error Resolution 	and Information Requests Log) 
	       v)	 Written Response/Timely: Within 30 business days, send borrower written notice informing them of the results of the investigation or to provide the requested information within the requisite timeframe (see worksheets in Log). Log date sent in Mortgage Loan Servicing Error Resolution and Information Requests Log 
	      iv) Notice of Error/Accuracy and Integrity of Borrower Information: For 60 calendar days from the date of the notice of error, MBOH may NOT furnish adverse information to a Borrower Reporting Agency. 
	d)	Charging Borrower, A Fee: In general, MBOH may NOT charge a fee for responding to error notices or information requests. In addition, MBOH may NOT require the borrower to make any payment owed to MBOH as a condition to MBOH’s response or investigating the error.
[bookmark: _Toc130312196]XII. THIRD PARTY VENDOR MANAGEMENT: 

[bookmark: _Toc130312197]B.	DESIGNATED AUTHORITY
1.	Falls under Designated Authority. Inspectors, property maintenance, appraisers, licensed contractors, attorneys, realtors & tax preparation.
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