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SUBJECT: Single Family Housing Guaranteed Loan Program  
Loss Mitigation Comprehensive Policy Clarification 

 
 
PURPOSE/INTENDED OUTCOME: 
 
Rural Development (Agency) encourages approved Single Family Housing Guaranteed 
Loan Program (SFHGLP) lender/servicers to exercise loss mitigation techniques to the 
fullest extent possible when servicing defaulted loans under SFHGLP.  This Administrative 
Notice (AN) clarifies the policies concerning loss mitigation actions.  The attached Loss 
Mitigation Guide (Exhibit A, the “Guide”) describes loss mitigation alternatives, identifies 
circumstances for use, and discusses situations in which each alternative or a combination of 
alternatives may be appropriate.  Lender/servicers who service Section 502 Guaranteed 
Loans should use this Guide to give guidance to SFHGLP borrowers when considering loss 
mitigation alternatives.  Agency staff that give guidance to lenders should refer to this Guide 
when considering the appropriateness of a lender's loss mitigation alternatives. 
 
 
EXPIRATION DATE: FILING INSTRUCTIONS: 
January 31, 2010 Preceding RD Instruction 1980-D 

 
 



 
COMPARISON WITH PREVIOUS AN: 
 
This AN replaces and updates RD No. 4321 (1980-D), which expired on December 31, 
2008. There was only one amendment made to RD AN No. 4321 (1980-D), as well as to 
the Guide.  The amendment reflects the new contact information for the Centralized 
Servicing Center (CSC). 
 
 
BACKGROUND: 
 
As of December 31, 2006, the Agency’s staff is located at the CSC in St. Louis, Missouri, 
review all SFHGLP Servicing Plans (p 2-87 of the Guide) and supporting documentation, 
to determine whether the servicing plans submitted is reasonable and customary.  Any 
reference to “Agency” can be interpreted to be the CSC and may include other Agency 
staff that may be involved in the claim incentive process.   
 
Contact information for the CSC is: 
 

Centralized Servicing Center 
USDA, Rural Development 
4300 Goodfellow Blvd. 
Building 105E, FC 225 
St. Louis, MO  63120-1703 
(866) 550-5887 (T) 
(314) 457-4473 (F) 

 
  
IMPLEMENTATION RESPONSIBILITIES: 
 
The responsibility for servicing SFHGLP performing and non-performing loans lies with 
approved SFHGLP lender/servicers.  Managing loans in default, including loss mitigation 
and reporting of loss mitigation actions, is one of the extensions of this responsibility.  
RD Instruction 1980.371 defines default as occurring when the borrower fails to perform 
under any covenant of the mortgage or deed of trust and the failure continues for 30 days.  
Typically, a default is based on the borrower's failure to pay as scheduled.  Proactive loss 
mitigation is a critical loan servicing function as it may help borrowers who are in default 
on their mortgages retain their homes while minimizing potential financial losses to the 
lender and to the Agency. 
 
Based on the parameters outlined in the attached Guide and in RD Instruction 
1980.374(d), the Agency will evaluate the loss mitigation option recommended by the 
lender/servicer based on an analysis of each borrower's financial circumstances and the 
status of the loan.  While an option or combination of options that enables a defaulted 
borrower to retain ownership of their home is highly desirable, there may be situations 
when the best action is to help the borrower make a transition to other housing.   



Therefore, assessing the borrower’s willingness and ability to retain homeownership is 
important when considering loss mitigation alternatives.  Lender/servicers may have to 
pursue the deed-in lieu of foreclosure or the pre-foreclosure sale option, when it has been 
determined that home retention is no longer an option for a borrower or when other 
alternatives have failed. 
 
Lender/servicers may begin evaluating delinquent borrowers as early as the 1st day of 
delinquency and should make every effort to offer loss mitigation alternatives within 90 
days.  Agency staff must review a lender's proposal to enter into a loss mitigation action 
on a guaranteed loan that is 90-days or more past due.  SFHGLP Servicing Plan (page 2-
87 of the Guide) provides a summary information sheet that a lender should use to 
request consideration of a proposed loss mitigation alternative with the Agency.   
 
The Agency’s National Office will make available a copy of the Guide to nationally 
approved lenders that are servicing SFHGLP loans.  State offices should make available a 
copy of the Guide to state approved lenders that service SFHGLP loans in their 
jurisdictions.  When the Guide is distributed to lenders, the Agency’s contact names, 
telephone, and facsimile numbers should be given to lenders so that they can contact or 
submit loss mitigation proposals to the appropriate Agency staff. 
 
Questions concerning this AN should be directed to Michelle Corridon, Stuart Walden or 
Susanne Wilson by calling (202) 720-1452 or by email at 
michelle.corridon@wdc.usda.gov, stuart.walden@wdc.usda.gov or 
susanne.wilson@wdc.usda.gov. 
 
Attachment 
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1.  Glossary, Continued

aq.
Delinquency 

Sometimes used synonymously with default, Delinquency is a type of 
default where the breach or nonperformance is non payment. 

For additional information see Default, LMG 4.1.ap. 

ar.
Depreciation

Depreciation is a sum representing presumed loss in the value of a 
building or other real estate improvement, resulting from physical wear 
and economic obsolescence.

as. Due Date 
of Last Paid 
Installment
(DDLPI)

Due Date of Last Paid Installment is the due date of the last fully 
paid monthly installment of principal, interest and escrow (if any), not 
the date on which such payment was credited or the date of the next 
scheduled installment. 

at. Due-on-
Sale Clause

A Due-on-Sale Clause in the mortgage providing that if the 
mortgagor sells, transfers, or in any way encumbers the property, the 
mortgagee has the right to implement the acceleration clause making 
the balance of the obligation due.  Also known as encumbrance.  See 
also Garn-St. Germain Act, LMG 4.1.bh.

au. Escrow 
Balance

Electronic Data Interchange (EDI) is an exchange of standard 
business documentation (i.e., default and loan status reporting). 

av. Escrow 
Balance

Escrow Balance is the balance of the escrow account as of the 
application of the last borrower payment. 

Aw. ENR See Estimated Net Recovery LMG 4.1.ax. 

ax. Estimated 
Net Recovery 
(ENR)

Estimated Net Recovery is the figure used by Rural Development to 
settle a loss claim on an unsold REO. A Servicer's ENR is based on a 
liquidation value appraisal to which is applied the current REO cost 
factor to estimate REO expenses to be deducted. 

Continued on next page 
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1.  Glossary, Continued

ay. Eviction 
Action

Eviction Action is a court action to obtain possession of premises by 
the person entitled to actual possession. It may also be known as 
forcible entry and detainer (FED). 

For additional information on FED, see LMG 4.1.az. 

az. FED FED is forcible entry and detainer. It may also be referred to as an 
eviction action. 

For additional information on Eviction Action, see LMG 4.1.ay. 

ba. First Legal 
Action

First Legal Action is the date of first action required by law to initiate 
foreclosure. Action varies by State. 

For additional information on Foreclosure Initiation, see LMG 
4.1.bd.

bb. First Lien A First Lien is any lien that meets both of the following requirements:   
The lien is acceptable to private institutional first-mortgage investors in 
the area where the mortgaged premises are located, and, 
The lien grants to the lien holder a claim against the property that, 
under the law of the jurisdiction where the mortgaged premises are 
located, is prior to the rights of all others, subject only to prior liens and 
encumbrances expressly waived.

bc.
Forbearance

Forbearance is the act of refraining from taking legal action despite the 
fact that a mortgage is in arrears.  It is usually granted only when a 
mortgagor makes a satisfactory arrangement by which the arrears will 
be paid at a later date.

bd.
Foreclosure

Foreclosure is a legal procedure in which a mortgaged property is 
sold to pay the outstanding debt in case of default. 

Continued on next page 
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1.  Glossary, Continued

be.
Foreclosure
Initiation

Foreclosure Initiation is the date of the first legal action required by 
law to initiate foreclosure. Action varies by State. 

For additional information, see First Legal Action at LMG 4.1.ba. 

bf.
Foreclosure
Sale

Foreclosure Sale is a forced sale of mortgaged property at public 
auction conducted either by the court or in some other prescribed 
fashion, with the proceeds of the sale going to satisfy the debt. The 
Servicer is usually the successful bidder at the foreclosure sale. 

bg. Future 
Recovery 

Future Recovery is the recovery of additional funds to be applied to 
the REO account subsequent to the settlement of the original loss 
claim payment. 

� Report future recovery after the sale of the REO by utilizing the 
Future Recovery Calculator.  For additional information, refer to 
Rural Development Administrative Notice No. 4138 Exhibit D. 

� Report other recovery using the Additional Recovery (Post Sale) 
Calculator.  For additional information, refer to Rural 
Development Administrative Notice No. 4138 Exhibit E. 

bh. Garn-St. 
Germain Act 

In 1982, Congress passed the Garn-St.Germain Depository 
Institutions Act that provides that due-on-sale clauses are 
enforceable notwithstanding contrary State law.  However, the act 
excludes from its coverage certain loans made during certain "window" 
periods when there may have been State law protection, and exempts 
certain specified transfers. See OGC's Compilation of Laws.

bi.
Guaranteed 
Loan System 
(GLS)

Guaranteed Loan System is the currently used automated loan 
accounting system for RHS guaranteed rural housing loans. 

bj. Hazard Hazard is a definition of the condition of the property that jeopardizes 
the health or safety of the occupants or members of the community. A 
property defined as a hazard does not necessarily make it unfit for 
habitation. 

Continued on next page 
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1.  Glossary, Continued

bk. Hazard 
Insurance

Hazard Insurance is the insurance coverage that provides 
compensation to the insured in case of property loss or damage. 

bl. Housing 
Counseling
Clearinghouse
(HCC)

A Housing Counseling Clearinghouse is a HUD-established service 
for financially distressed mortgagors to call (1-800-569-4287) for 
information on HUD-approved housing counseling agencies.  
Required by the HUD Act of 1968, lenders must notify all eligible 
delinquent borrowers of the availability of housing counseling for 
residential mortgage loans, whether conventional, government 
insured or government guaranteed, including loans, direct or insured, 
by Federal, State and local governmental agencies.

bm. HUD-1 
Settlement
Statement

The Settlement Statement is a loan closing document, listing 

� funds paid by the Buyer and Seller 
� the distributions of those funds, and 
� the remaining cash that should go to the Seller. 

The settlement statement refers to the Buyer as the "Borrower" 
because the Buyer is the one taking out a real estate mortgage. 

bn. Interest 
Rate

Interest Rate is the percentage paid for the use of money, usually 
expressed as an annual percentage.

bo. Junior
Lien

Junior Lien is a Lien or claim against a property that is secondary or 
inferior to the lien of the first mortgage.  For example, a second 
mortgage.

Continued on next page 
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1.  Glossary, Continued

bp.
Liquidation

Liquidation of the loan occurs when 

� the Servicer acquires title to the security 
� a third party buys the property at the foreclosure sale, or 
� the borrower sells the property to a third party in order to avoid or 

cure a default situation with the prior approval of the Servicer and 
RHS.

In States providing a redemption period, the Servicer does not 
typically acquire title until after expiration of the redemption period. 

bq. Loan-to-
Value Ratio 
(LTV)

The Loan-to-Value Ratio is the ratio of mortgage amount to appraised 
value or sales price of real property.  Used by lenders to determine 
maximum loan amounts as set by law.

br. Loss 
Claim

Loss Claim is the method by which the Agency provides 
reimbursement to a Servicer who has fulfilled all program 
requirements, but has incurred a loss on a guaranteed loan. 

bs. Loss 
Mitigation

Loss Mitigation refers to a Servicer's efforts with a borrower to 
� work out a delinquency, or 
� resolve a defaulted loan to maximize recovery and avoid foreclosure. 
Loss Mitigation actions may include extension of loan terms, 
forbearance, moratorium, modification, refinancing, short sale or deed-
in-lieu. 

bt. Loss 
Mitigation
Incentive

Loss Mitigation Incentive refers to an incentive paid to a loan 
servicer for successfully closing an eligible loss mitigation workout. 

bu.
Maintenance
Costs

Maintenance Costs are recurring fees associated with holding 
custodial or REO property. 

Example:  Yard maintenance and/or mowing. 

Continued on next page 
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1.  Glossary, Continued

bv.
Marketable
Title

A Marketable Title is a title that is free from material defects and under 
which a purchaser may have quiet and peaceful enjoyment of the 
property subject to easements, covenants and restrictions readily 
acceptable to a well-informed buyer.  Also known as merchantable title.

bw. Market 
Value

Market Value is the most probable price that a property should bring 
after reasonable exposure in a competitive and open market under all 
conditions requisite to a fair sale, the buyer and seller each acting 
prudently and knowledgably.

Bx. Mortgage A Mortgage is a formal document executed by an owner of property, 
pledging that property as security for payment of a debt or performance 
of some other obligation; the security instrument.   

For additional information, see Deed of Trust, at LMG 4.1.ak. 

by. 
Mortgagor

A Mortgagor is the borrower in a mortgage transaction who pledges 
property as a security for the debt.

bz. Motion 
Requesting
Relief from 
Stay 

Motion Requesting Relief from Stay is a pleading filed in a 
bankruptcy case wherein the creditor requests that its collateral be 
removed from the automatic stay imposed by the bankruptcy filing. 

ca. NAD For additional information, see National Appeals Division at 
LMG 4.1.cb. 

cb. National 
Appeals
Division
(NAD)

The National Appeals Division is the organization within the United 
States Department of Agriculture that is responsible for the 
Department’s administrative appeals procedures for Servicers who 
desire to appeal an adverse decision made by the Agency. 

Continued on next page 
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1.  Glossary, Continued

cc. Net 
Recovery 
Value

Net Recovery Value is the market value of the security property 
minus

� anticipated expenses of liquidation 
� acquisition, and 
� sale as determined by the Agency. 

cd. Note A Note is a general term for any kind of paper or document signed by 
a borrower that is an acknowledgement of the debt, and is, by 
inference, a promise to pay.  When the note is secured by a mortgage, 
it is called a "mortgage note" and the mortgagee is named as the 
payee.

ce. ORE Owned Real Estate.

For additional information, see the definition of Real Estate 
Owned (REO) at LMG 4.1.ck. 

cf. Other 
Recovery 

Other Recovery refers to the recovery (return of funds, refund, etc.) of 
funds not previously reported in the primary claim or report of REO 
sale.

Examples:  Some examples of recovery are 

� a delayed payment on an insurance refund 
� collection of a deficiency judgment, or 
� similar proceeds recovered. 

For additional information, see Additional Recovery at LMG 4.1.f.

cg. PITI PITI is an acronym for the items included in a monthly loan payment: 
principal, interest, taxes and insurance.

Continued on next page 
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1.  Glossary, Continued

ch. Pre-
Foreclosure
Sale

Pre-Foreclosure Sale is a procedure to avoid foreclosing on the 
property, in which 

� the borrower is allowed to sell his or her property, and 
� the investor and borrower agree to accept the proceeds of the sale to 

satisfy a defaulted mortgage. 

The proceeds of the sale in a Pre-Foreclosure may be less than the 
amount owed on the mortgage. 

For additional information, see Short Sale at LMG 4.1.cv.

ci.
Preservation 
Costs

Preservation Costs are one time costs associated with securing and 
preserving a custodial or REO property. 

Examples:  Examples of preservation costs include 

� changing locks 
� debris removal, or 
� winterization. 

cj. Protective 
Advance

Protective Advance is an advance of funds by a Servicer for an 
emergency expense necessary to preserve or protect the physical 
security for the loan. 

Examples:  Examples of protective advances include 

� escrow advances for hazard or force-placed insurance, or 
� real estate property taxes. 

For the purposes of loss claim filing, advances may be claimed 
under liquidation or REO pending. 

Continued on next page 
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1.  Glossary, Continued

ck. Real 
Estate Owned 
(REO)

Real Estate Owned denotes real estate that has been acquired by a 
lending institution for investment or through foreclosure of mortgage 
loans. It is also called Owned Real Estate (ORE). 

cl.
Redemption
Right

For additional information see, Right of Redemption at LMG 
4.1.cp.

cm. Referral 
Fees

Referral Fees are a portion of the commission paid to some Servicers 
in return for referring properties to a certain broker. 

Referral fees from the broker, returning a portion of the 
commission to the servicer are to be treated as “other recovery.” 

cn. Relief 
from
Automatic
Stay 

Relief from Automatic Stay is a legal action permitting a Servicer to 
resume action to collect on the debt. 

For additional information, see Automatic Stay at LMG 4.1.p and 
LMG 4.1.bx. 

co. REO For additional information, see Real Estate Owned at LMG 4.1.ck.

cp. Right of 
Redemption

Right of Redemption, in some states, is a right permitting the 
borrower to reclaim foreclosed property by making full payment of the 
foreclosure sales price. 

� The right of redemption exists for a specified period of time, 
called the "redemption period." 

� State statutes may provide for a waiver of redemption rights or 
an REO sale subject to redemption rights. 

Continued on next page 
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1.  Glossary, Continued

cq. Sales 
Expenses

Sales Expenses are various fees paid by the seller at the time of real 
estate closing. Sales expense represents the total reduction due seller 
from the HUD-1. 

cr. Sales Price Sales Price is the amount REO property sold to third party. 

For additional information, see Contract Price from HUD-1.

cs. Servicer A Servicer may be defined as 

� the organization making, holding, and/or servicing the loan which is 
guaranteed under the provisions of RD Instruction 1980-D Subpart D 

� the party requesting the guarantee, or 
� an entity purchasing an RHCDS guaranteed loan. 

The Servicer is primarily responsible for originating, underwriting, 
servicing, and where necessary, liquidating the loan and disposing of 
the property in a manner consistent with maximizing the Government’s 
interest.  A purchasing Servicer acquires all the privileges, duties, and 
responsibilities of the origination Servicer. 

ct. Settlement 
Date

The REO sold date establishes the Settlement Date for loss claims 
processed. The settlement date can also be 

� the foreclosure sale date, for properties sold to third parties 
� the short sale date, or 
� the marketing period expiration or extension date. 

For additional information, see Closing Date at LMG 4.1.z. 

cu. Sheriff’s 
Sale

Sheriff’s Sale is the public auction at which the property being 
foreclosed is offered for sale. 

Continued on next page 
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1.  Glossary, Continued

cv. Short Sale A Short Sale occurs when the Servicer releases its collateral interest 
for less than the indebtedness to accommodate a sale of the property 
to a third-party buyer. 

For additional information, see Pre-Foreclosure Sale at LMG 
4.1.ch.
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2.  Loss Mitigation Timeline 

Introduction This topic contains

� a diagram illustrating the loss mitigation process timeline, and 
� the loss mitigation phases and timeline.   

Change Date December 1, 2007 

a. Loss 
Mitigation
Process
Timeline
Diagram

Loss Mitigation should be pursued during the timeline indicated below 
and up until the foreclosure sale date. 

Defaults are to be reported monthly. 

Continued on next page 
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2.  Loss Mitigation Timeline, Continued

b. Loss 
Mitigation
Process
Phases and 
Timelines

The table below lists the loss mitigation actions to be taken at different 
stages of the loan delinquency. 

Date Loan Status Loan Delinquency 
Period

Loss Mitigation Action 

December 1 Due Date of 
Last Paid 
Installment
(DDLPI)

- - - - - - 

January 1 Payment Due - - - - - - 
  1 day Loss Mitigation may begin. 
  20 days Servicer must make reasonable 

attempt to contact borrower. 
February 1 Loan Default 30 days Servicer must report via EDI. 
  45 days Servicer must perform property 

inspection.
March 1 - - - 60 days Servicer must make reasonable 

attempt to resolve delinquency 
before day 60.

If Servicer is unable to contact 
the borrower, Servicer must 
make a determination whether 
the property is abandoned, and 
if the value of the property is 
compromised.

April 1 - - - 90 days Servicer must make a decision 
to foreclose. 

July 1 - - - 180 days Foreclosure must be initiated. 
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3.  SFHGLP Servicing Plan 

Introduction This topic contains information on the Single Family Housing 
Guaranteed Loan Program (SFHGLP) Servicing Plan, namely 

� the purpose of the SFHGLP servicing plan 
� instructions on the use of the SFHGLP servicing plan, and 
� a sample SFHGLP servicing plan. 

Change Date December 1, 2007 

a. Purpose of 
the SFHGLP 
Servicing
Plan

The SFHGLP Servicing Plan is used to document 

� the loan details 
� information about the property 
� financial information on the borrower, and 
� the recommended loss mitigation option. 

b.
Instructions
for the Use of 
the SFHGLP 
Servicing
Plan

The Servicing Plan should be 

� completed no later than the 90th day of delinquency, and 
� submitted via e-mail or fax, regardless of the type of loss mitigation 

option being used. 

Continued on next page 
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3.  SFHGLP Servicing Plan, Continued

c. Sample 
SFHGLP 
Servicing
Plan

A sample of the SFHGLP Servicing Plan is shown below. 
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4.  Loss Mitigation Checklist 

Introduction This topic contains information on the loss mitigation checklist, namely 

� the purpose of the loss mitigation checklist 
� instructions on the use of the loss mitigation checklist, and 
� a sample loss mitigation checklist. 

Change Date December 1, 2007 

a. Purpose of 
the Loss 
Mitigation
Checklist

The purpose of the loss mitigation checklist is to verify that 

� the borrower has provided all of the information required to consider 
the loan for a loss mitigation action 

� proper loss mitigation actions have been followed, and 
� any issues have been captured. 

b. Guidelines 
for the Use of 
the Loss 
Mitigation
Checklist

The Loss Mitigation Checklist is intended to be a tool for the servicer to 
use as a guide when considering different loss mitigation options.

The Loss Mitigation Checklist is not to be submitted to the Agency 
unless specifically requested to do so. 

Continued on next page 
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4.  Loss Mitigation Checklist, Continued

c. Sample 
Loss
Mitigation
Checklist

A sample of the Loss Mitigation Checklist is shown below. 

Loan Number: Date:

Borrower Name: 

A. GENERAL 
1. Has the borrower experienced … a verified loss of 

income?
Y/N

 increase in living 
expenses?

Y/N

2. Does the borrower occupy the property as a 
primary residence? 

 Y/N 

3. Did the borrower receive the “How To Avoid 
Foreclosure” brochure? 

 Y/N 

4.  Did the surplus income analysis to determine 
the borrower’s ability to repay the debt include … 

a financial statement 
provided by the 
borrower?

Y/N

 a credit report? Y/N 
 income/expense 

verifications?
Y/N

5. What is the borrower’s surplus … income? $
_____

 percentage?
%

6. Has the property inspection determined no 
adverse conditions affecting continued 
occupancy?  

Y/N

Continued on next page 



Loss Mitigation Guide Appendix 4: Loss Mitigation  
  Checklist

A-4-3

4.  Loss Mitigation Checklist, Continued

c. Sample Loss Mitigation Checklist (continued)

B. SPECIAL FORBEARANCE
7. Will the loan be more than 90 and less than 365 
days delinquent? 

Y/N

8. What is the effective date of the agreement? ___
days

9. Does the written agreement executed by the 
borrower … 

clearly define the 
terms and frequency 
of repayment?

Y/N

 offer relief not 
available through a 
normal repayment 
plan?

Y/N

 state that failure to 
comply may result in 
foreclosure?

Y/N

 limit the total default to 
12 months or less? 

Y/N

10. Will the special forbearance agreement 
culminate into a modification? 
(If yes, state the proposed date of the action.) 

Y/N

 /     / 

Continued on next page 
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4.  Loss Mitigation Checklist, Continued

c. Sample Loss Mitigation Checklist (continued)

C. LOAN MODIFICATION
11. Does the borrower have a commitment to 
continue to occupy the property? 

Y/N

12. Will the loan be more than 90 days delinquent 
on the date of execution? 
(If yes, state the number of days) 

Y/N
___
days

13. Did the loan have a prior modification within 
the past three years? 
(If yes, justify the reason for approving a loan 
modification.)

Y/N

14. Will the borrower be able to make payments 
for at least 3 months? 

Y/N

15. Why can’t the default be cured through special 
forbearance?
(Provide reason) 
16. Has a title search established first lien status 
of the modified loan?  

Y/N

17. Will title endorsement be required? Y/N
18. Will release of junior liens be required? Y/N
19. Does the written modification agreement 
executed by the borrower … 

include all advances 
necessary to cure the 
delinquency of the 
principal, interest, 
taxes and insurance 
(PITI)?

Y/N

 exclude all legal and 
administrative costs?

Y/N

Continued on next page 
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4.  Loss Mitigation Checklist, Continued

c. Sample Loss Mitigation Checklist (continued)

D. PRE-FORECLOSURE SALE
20. Will the loan be at least 30 days delinquent 
when the PFS closes? 
(If yes, state the number of days) 

 Y/N 

___day
s

21. Does an appraisal completed within the past 
6 months show that … 

the AS-IS value is less 
than the loan amount ?
State value. 

Y/N

$ ___ 
 the property is worth at 

least  63% of the unpaid 
principal balance? 
State negative equity 
ratio.

Y/N

__: __ 
 sale proceeds will result 

in a loss of more than 
$1,000?

Y/N

 the property is not 
seriously damaged? 

Y/N

22. Has a title search been obtained indicating 
marketable title?

 Y/N 

23. Does the PFS agreement, executed by the 
borrower show … 

the end date for 
marketing?
State date. 

Y/N

  /    / 
 minimum acceptable net 

proceeds?
State amount. 

Y/N

$ ___ 
24. Do Net Sale Proceeds equal or exceed 82 
percent of As-Is Value?
(State percentage) 

 Y/N 

___ % 
25. Will the loan be at least 30 days delinquent 
when the special warranty deed is accepted? 

 Y/N 

26. Was a recent appraisal or BPO conducted 
on the property?
(State the AS IS property value) 

 Y/N 

$ ___ 
27. If any portion of the property is rented, is 
there an approved occupied conveyance? 

 Y/N 

28. Has a title search been obtained showing 
good and marketable title? 

 Y/N 

Continued on next page 
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4.  Loss Mitigation Checklist, Continued

c. Sample Loss Mitigation Checklist (continued)

D. PRE-FORECLOSURE SALE (Continued) 
29. Does a written DIL agreement, executed by 
the borrower …

require the property to 
be vacant and free of 
personal property at  
conveyance?  

Y/N

 convey clear title free of 
junior liens?  

Y/N

 require the borrower to 
pay utility bills to the 
date of conveyance?

Y/N

 require the borrower to 
pay Homeowner’s 
Association dues or
other assessments?

Y/N

 advise the borrower to 
obtain the advice of a 
tax consultant? 

Y/N
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5. Document Requirements Matrix 

Introduction This topic lists the documentation requirements from SFHGLP for 
different Loss Mitigation options.

Change Date December 1, 2007 

a. SFHGLP 
Documentation
Requirements 

Use the table below to identify the documentation requirements for 
different Loss Mitigation options depending on the different borrower 
situations.

If the documentation 
is required for a … 

And the 
borrower is … 

Submit … 

Special Forbearance 
(greater than 90 days 
delinquent) 

employed in a 
private or public 
organization

� SFHGLP Servicing Plan 
� Letter from borrower outlining failure to 

pay/hardship
� Current pay-stub  
� Credit Report, and 
� BPO. 

 self employed  � Year-to-date profit and loss statement 
� Previous year’s profit and loss statement, 

and
� Previous year’s signed tax return. 

Loan Modification employed in a 
private or public 
organization

� SFHGLP Servicing Plan 
� Letter from borrower outlining failure to 

pay/hardship
� Current pay-stub 
� Credit Report 
� BPO, and 
� title report. 

 self employed  � Year-to-date profit and loss statement 
� Previous year’s profit and loss statement, 

and
� Previous year’s signed tax return. 

Continued on next page 
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5. Document Requirements Matrix, Continued

a. SFHGLP Documentation Requirements (continued)

If the documentation 
is required for a … 

And the 
borrower is … 

Submit … 

Pre-foreclosure Sale employed in a 
private or public 
organization

� SFHGLP Servicing Plan 
� Letter from borrower outlining failure to 

pay/hardship
� Current pay-stub 
� BPO/appraisal 
� Sales contract/HUD 1, and 
� Credit report. 

 self employed  � Year-to-date profit and loss statement 
� Previous year’s profit and loss statement, 

and
� Previous year’s signed tax return. 

DIL employed in a 
private or public 
organization

� SFHGLP Servicing Plan 
� Letter from borrower outlining failure to 

pay/hardship
� BPO/appraisal 
� Prior Listing Agreement 
� Credit report, and 
� Title report. 

 self employed  � Year-to-date profit and loss statement 
� Previous year’s profit and loss statement, 

and
� Previous year’s signed tax return. 



Loss Mitigation Guide    Appendix 6: SHGLP Contact List

A-6-1

6. SFHGLP Contact List 

Introduction This topic contains the contact information for various Single Family 
Housing Guaranteed Loan Program (SFHGLP) Servicing personnel, 
which is located on the Training and Resource Library USDA Linc 
website:
https://usdalinc.sc.egov.usda.gov/docs/rd/sfh/lossclaim/ServicingContacts.pdf.

Change Date February 1, 2009 
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7.  Status of Mortgage Codes 

Introduction This topic lists the standard codes that can be used in the Monthly 
Default Status Report. 

Change Date December 1, 2007 

a. Status of 
Mortgage
Codes

The table below lists the mortgage codes and their descriptions 

For information on using the Status of Mortgage Codes, see LMG 
1.3.b.

Code Description 
9 Forbearance Status assigned during the temporary 

suspension of loan payments, granted at the discretion of the 
Servicer according to federal regulations. 

11 Status assigned when Loss Claim filed. 
12 Repayment 
28 Modification 
30 Third Party Sale 
42 Delinquent 
43 Foreclosure Started 
44 Deed-in-Lieu Started 
45 Foreclosure Completed 
47 Deed-in-Lieu Completed 
59 Chapter 12 Bankruptcy 
65 Chapter 7 Bankruptcy 
66 Chapter 11 Bankruptcy 
67 Chapter 13 Bankruptcy 


