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Program Overview 
Jay Ryan
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Guiding Strategic Principles

 Expedite Recapture of Capital & Mitigate Liability Associated with Foreclosure

 Reduce Retained Portfolio Risk By Transferring Credit Risk to Private Investors

 Help Achieve Normalized SDQ and REO

 Encourage Broad Participation  

 Minimize Taxpayer Losses

 Provide Borrowers Favorable Outcomes, Avoiding Foreclosure Wherever Possible

 Structure Transactions to Support Transparency of Process & Strategy  

 Meet FHFA Requirements

 Price Execution Objective is “Commercially Reasonable” Standard for Portfolio Sales 
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Guiding Strategic Principles-Continued

 Develop Programmatic Process

 Structure Pools to Optimize Portfolio Execution

 Larger National Pools Designed to Maximize Value and Appeal to Widest Group of Investors 

 Develop Smaller Pools to Target Neighborhood Stabilization & Encourage Participation of Non-

Profits, MWOB’s, and Small Investors

 Leverage  www.fanniemae.com, our Public Entity & Non-profit Network, and Hire an MWOB 

Transaction Advisor to Maximize Transparency to the Market

 New servicer must be a HAMP SPA servicer with a demonstrated record of successful resolution of 

loans through alternatives to foreclosure.  Borrower required solicitation on all transferred loans.

 New servicer must follow a waterfall of resolution tactics including Mod, Short Sale, DIL with 

foreclosure as last option.  REO sales must incorporate Fannie Mae-like 20 day first look. 

 On-going Reporting Requirements for four years post sale.

http://www.fanniemae.com/
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BANA NPL Transaction Overview

Current Loan Population and Characteristics:

 Offered & Awarded 3,068 loans representing approx. $761 MM UPB

 97% of pool are loans greater than 24-months delinquent

 64% of pool are loans considered mod eligible

 Heavy loan concentration in FL (43%), NJ (17%), NY(10%) 

 BPO LTV of the pool is 122%

 Average delinquency of pool 58-months

Transaction Timeline with Key Dates: 

 4/2 - FNMA issued initial NPL Press Release, posted program information on www.fanniemae.com & hosted call for 

MWOBS, Non-profits and Public Advocates

 4/8 - Issued Sale Announcement and launched Marketing of NPL Transaction - Started bidder qualification process

 4/21 - Bidder Qualification process closed

 5/6 - Bids due 

 5/8 - Bid Award - Winning bidder continues due diligence & collateral review

 5/13 - Bid Deposits Due from Winning Investors

 5/15 - FNMA issued 2nd NPL Press Release announcing auction results to general public 

 6/9 to 6/16 - Due Diligence ends, population finalized, Purchase Agreement executed

 6/19 - Sale closes, loans liquidated from Fannie Mae system

 7/17 - Anticipated date RESPA Goodbye Letters to be sent to borrowers (Targeted Servicing Transfer Date of 7/31 –

Winning Investors and BANA finalize)

http://www.fanniemae.com/
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BANA NPL Transaction Overview-Continued

FNMA 2015 NPL1 Results to Date:

 33 investors submitted Bidder Qualification Packages or portions of packages

 29 investors were approved & granted access to the data room

 2 investors were denied & 2 investors only submitted NDAs

 15 unique bidders submitted bids on May 6th

 15 bids were received on Pool 1

 7 bids were received on Pool 2

 Fannie Mae Awarded Bids:

 Pool #1:  710 loans with an aggregate UPB of $173.8 million – Winning Bidder One Williams Street Capital (SW Sponsor 

LLC)

 Cover Bid of 58.7717% of UPB

 Pool #2:  2,358 loans with an aggregate UPB of $587.9 million – Winning Bidder Neuberger Berman (PRMF Acquisitions 

LLC)

 Cover Bid of 57.8139% of UPB
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Pool Selection and Marketing

Weeks 1-5

 Review pool profile to evaluate 
marketability using estimated 
property values 

 Negotiate and finalize resale 
Agreement

 Agree upon servicing value and 
compensatory payments

 Order BPO’s to refine expected 
execution  

 Circulate offering materials to 
internal parties, and create data 
room for bidders 

 Pull Collateral Exception report

Weeks 6-7       

 Marketing begins - execute 
NDAs and ensure bidder 
qualification package is 
complete and respond to 
investor questions * 

Week 8
 Evaluate bids and negotiate 

stipulations with top bidders

Closing and Servicing Transfer

Weeks 

13-16

 Tie out loan 
populations, and 
purchase proceeds

 BoA to deliver trial 
balances to test 
servicing transfer data

 Goodbye letters mailed
 BoA to deliver final 

wire to reconcile 
interim servicing 
collections with 
corporate advances

Negotiations and Due Diligence

Weeks 

9-10

 Negotiate major terms of sale 
agreement to include with 
trade confirm, along with loan 
level pricing*

 Negotiate bailee agreement 
with approved custodian

 Deliver collateral files to 
purchaser’s custodian for 
review 

Weeks 

10-12

 Provide file access to 
purchaser and vendors to 
review servicing comments, 
pay-histories, and compliance
documents

Weeks 

11-12

 Evaluate due diligence kick-
outs and any re-pricing from 
initial bid

Note: Section extended ~ 2-weeks for 

Community Impact Pools

Note: Section extended ~ 2-weeks for 

Community Impact Pools

NPL Whole Loan Sale Process
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Bidder Qualification Process 
John O’Shaughnessy

Deirdre Rogers
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NPL

Bidder Qualification Requirements

Potential Bidders interested in gaining access to the NPL data room must:

• Sign the Bidder Confidentiality Agreement (NDA)

• Complete the Bidder Qualification Statement (BQS)

Bidders must include: 

 Formation Documents

 W9

 Officer’s Certificate

 Certificate of Good Standing

 Names & Addresses of Significant Owners

 The bidding entity and significant owners must pass a background check 

• Net Worth Requirement

 Standard NPL Offerings - $10MM 

 Community Impact Pools - Reduced Net Worth Requirement of $5MM for investors 

bidding exclusively on smaller pool offering

• Show Proof of Funds (required for each transaction)

 Liquid assets sufficient to cover the deposit amount

• Complete Servicer Questionnaire

Note:  A Streamline approval process is being developed for bidding entities and servicers 

that have been previously approved
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Area Description Consideration

General Information 

Regarding Bidder

 Legal Entity Name and Tax ID
 Publically Traded
 Regulated Company
 Minority or Woman-Owned Business Enterprise
 Non-Profit and/or neighborhood advocacy organization

 This section will allow FNMA to run internal 
checks on the bidding entities 

Contact Persons at 

Bidder

 Contact information required for the key people involved in the bid 
process

 This section allows FNMA to run OFAC checks 
on the key officers of the bidder and servicer 

Bidder Qualification  Bidder’s representation and warranty the type of entity (i.e. 
corporation, partnership, business, trust)

 Allows bidders to confirm deposit 

Representations and 

Warranties of Bidder

 Detailed representation and warranties will be provided in the 
mortgage loan purchase agreement 

 Holds necessary licenses and documents to purchase and hold the 
mortgage loans

 Experience in the originate, sale and/or purchase of performing, non-
performing or distressed mortgage loans (minimum years experience)

 Ability to bear economic risks
 No suspension or restriction
 No bankruptcy
 No ownership of more than 10%
 Accuracy of information submitted

 The bidder confirms they have the experience 
need to purchase the pool (i.e. min experience 
rep)

 Weeds outs borrowers with negative prior 
experiences (i.e. Bankruptcy)

Bidder 

Acknowledgements and 

Agreements

 Servicing of mortgage loans
 Financial statement review and credit checks
 Sellers’ sole discretion to refuse qualification of Bidder

 FNMA uses this section to get comfortable with 
the bidder acknowledge their undertakings by 
purchasing this pool

Exhibits  Officer’s Incumbency Certificate
 Bidder’s Formation Documents and Evidence of Good Standing
 Significant Owners of Bidder
 Information for each entity on which Bidder will rely to meet conditions
 Servicer Diligence Questions

Bidder Qualification Statement Overview

 A NPL loan sale Bidder Qualification Statement helps Seller determine whether the Bidder meets the qualification requirements via the below key areas:
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Officer Certificate / Formation Documents

 The Incumbency Certificate / Secretary’s Certificate provides a list of authorized signatories and their signature block 
filled out.
− Generally, it is signed by the Secretary of the board, but also can be signed by a CEO or fund manager
− Note the certificate cannot be signed by the same person it is authorizing to sign

Incumbency Certificate

 The officer certificate grants the listed officer the right to act on behalf of the bidding entity 
 Two items need to be included in the officer certificate:

− A board resolution stating the individual is an officer of the bidding entity and act on behalf of the entity
− A list of officer’s names

 Will not take any resolutions of feeder funds or entities that sit above the bidding entity 

Officer Certificate

 This document list the following key items:
− Organizational Matters
− Purpose
− Capital Contributions
− Distributions
− Allocations of Funds
− Management and Operations of Business
− Rights and Obligations of the Members 
− Dissolution, Liquidation and Termination of the LLC or Corporation

 Focus is on matching up bidder name, officers of the firm and purpose of formation

Formation Documents

 The Certificate of Formation will generally come from the state of Delaware
− Key points to review or names of bidding entity and dates

 Good Standing certification can be addressed through a screen print from the State of Delaware website

Certificate of Formation / Good Standing
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Proof of Funds

 Some Funds and/or MWOBs might submit bank accounts of board members for their proof of funds in this case the 
following items must be reviewed and processed internally at FNMA:
− Statement must be as of current or prior month of the loan sale
− The funds must be in cash or cash equivalents (i.e. Treasuries / money market)
− The name of owner of the account matches with a board member of the Fund or MWOB
− A commitment letter must be provided indicating that the owner of the bank account allows for their funds to be used 

to purchase the NPL loan pool

Fund / MWOB – Individual Bank Accountants 

 FNMA reviews the latest 10K of the bidder for cash and cash equivalents 
− Note the bidding entity can be a subsidiary of the larger corporation, in that case a request for funds at the sub or a 

document indicating a 100% ownership of the subsidiary is essential for proof of funds    

Public Company – Latest 10K 

 Several Funds do not like to have unvested cash due to their high return targets. Therefore FNMA looks to acquire the 
below information:
− Letter from a CUSIP or Whole Loan Lender indicating the available line of credit
− Letter from Prime Broker indicating cash and cash equivalents in the account
− A monthly borrowing report that indicates the additional borrower capacity on that CUSIP repo line or loan warehouse 

facility. In addition, FNMA must understand the amount of freely available CUSIPs / loans 

Fund / Equity structure 

 Audited Financials of bidding entity is acceptable based upon:
− Audit party
− Timing of Audit 
− Audit of bidding entity and not a related feeder fund

Fund / MWOB – Audited Financials 
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Servicer Eligibility 
Robin Bowes
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NPL

Servicer Requirements/Eligibility

As part of the Bidder Qualification Process, the potential bidding entity must also complete a Servicer 

Questionnaire, as well as:

• Be approved and in good standing with Fannie Mae, Freddie Mac, Ginnie Mae or FHA

• Must also be HAMP SPA or HAMP Successor Servicer

• Honor the terms of any foreclosure alternatives, including modifications and trial period plans 

• Perform obligations to complete applications for foreclosure alternatives or evaluate complete 

applications in process at the time of sale

• Close in-process modifications unless able to offer terms more favorable to borrowers, the borrower 

requests other terms and the trial period plan permits cancellation of the in-process modification

• Offer borrowers a waterfall of resolution tactics, including modification (a HAMP modification and a 

proprietary modification program), short sale, and deed in lieu, with foreclosure as the last option in 

the waterfall. 

• All servicers must agree to service in accordance with the law, including CFPB requirements

• Bidder Approval and data room access is contingent upon review and signoff of the Servicer 

Questionnaire

• Each potential bidder will be notified of their approval status prior to bids due date
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Area Description Consideration

Entities  Legal Name for Bidding Entity
 Legal Name of Servicer 

 Allows FNMA servicing team to quickly identify 
and assess servicer 

Servicing Product Type 

and Capacity 

 Approved Seller / Servicer of GNMA, FNMA, FHLMC, FHA, VA Rural 
Housing, HAMP – SPA, HAMP – GSE 

− Length of each category
− Indication of Seller / Servicer or Subservicer

 Primary Servicing  Volume 
− UPB of servicing for each of the above servicing entities 

 Establishes relationship / understanding of GSE 
servicing requirements 

Operations – Staffing / 

Staff Preparation

 Break out of staffing associated with servicing operation 
 FNMA can address questions to entire portfolio or just the pool they 

expect to sell

 Allows FNMA to better understand the capability 
of the new servicer to handle additional pools

Onboarding Experience  In this section, FNMA looks to better understand the experience of the 
servicer both in UPB and loan count

 Furthermore, FNMA may select to review this over one or multiple 
loan sales 

Impacts on Customer  Experience associated with various types of modifications and 
liquidation strategies 

− UPB and Loan Count information should be requested
 FNMA asks several questions around loss mitigation
 Collection strategies 
 Special servicing techniques

 This will allow FNMA to better assess the 
performance / strategies of each servicer

Systems / Servicing 

Platform 

 Outline of core servicing system 
 Additional information on other third party software to improve 

performance 
 Performance testing process and standards

 Provides insights into each servicers system 
requirements

Post-Transfer Validation 

/ Audit Activities

 Inquiry into servicers controls 
 Audit requirements 
 Assessing error identification process 

Servicer Questionnaire 
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NPL

Servicer Questionnaire
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Data Room Access through Closing Requirements  
John O’Shaughnessy
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NPL

What’s in the Data Room?

• Loan level data tape and a summary stratification report

• Pay Histories

• Servicing comments

• Independent Broker Price Opinions (BPOs) with a summary report

• Transaction documents

 Bid Acknowledgement Letter 

 Mortgage Loan Purchase and Sale Agreement, which includes

 Representations and Warranties provided on the loans to the Purchaser

 Specific Servicing Requirements to protect borrowers

 Interim Servicing Agreement

• Collateral Exception Report

 Shows current status of any documentation defects the custodian is working to cure (I.e. 

missing endorsement or assignment)

 Collateral exceptions reported in the data room that do not cause a material breach may not be 

cured or removed from the transaction

• Servicer Questionnaire



Credit Portfolio Risk

19

NPL

Data Room Access and Bidding

• Potential bidders that are approved will be provided login credentials to access the data room

• Bids received after the Bids Due Date may not be considered

• Bids submitted with contingency requirements, including document edits, may result in your  bid not 

being considered

• Representations and Warranties are provided to investors

 Reps &Warrants will continue for 10 months following closing

 Material breaches will result in a cure, indemnification or removal of the loan

• Questions can be directed to either of Fannie Mae’s Transaction Advisors or submitted directly to 

Fannie Mae via email

 Answers will be posted to the data room for all potential bidders to view
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NPL

Bid Award and Next Steps

• On the Trade Date, winning bidder(s) must

 Execute the Bid Term Acknowledgement Letter

• Bid Deposit: 10% of purchase price is due within:

 2-days of Trade Date for Standard Pool Offering

 ~ 3-weeks of Trade Date for Community Impact Pools

 Failure to receive the deposit may disqualify bidders from future transactions

• Diligence period begins immediately (ends ~ 2 weeks prior to Closing Date)

 The current Servicer will provide access to all loan files for review

• On the Closing Date

 Purchase price balance is due

 Mortgage Loan Purchase and Sale Agreement must be executed with Fannie Mae

 Interim Servicing Agreement must be signed with prior Servicer.



Credit Portfolio Risk

21

NPL

Post Sale Reporting Requirements

• Buyer/Servicer will be required to report loan resolution results and borrower outcomes to Fannie 

Mae for four years post NPL sale settlement. Buyer/Servicer will provide the reports at least every 

three months post settlement.

• Subsequent Servicers must comply with the same requirements applicable to the Initial 

Servicer

• Subsequent Servicers will not be required to report on a re-performing loan if the loan was 

current for the last six months and at least 12 months have elapsed since its modification date 

or self-cure date

• Fannie Mae will provide borrower outcomes at the pool level to FHFA for the four year reporting 

period after each Buyer/Servicer report. 

• FHFA and Fannie Mae will work out what public reporting will occur and on what schedule. 

• Buyer/Servicer must acknowledge and agree that Fannie Mae may disclose pool level outcomes to 

FHFA, which, in turn, may publicly disclose pool level outcomes; Quarterly reporting requirements 

will begin 6-months post-settlement.
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NPL

Post Sale Reporting Process

• Fannie Mae has established a team to work with winning investors and servicers on consolidating 

the required reporting and pool level outcomes

• Outreach & training to investors and servicers will begin 3-months prior to reporting requirement start 

date 

• Standardized reporting template will be utilized to enhance data integrity and summarize results

• Fannie Mae will determine if the NPL buyer and NPL servicer are eligible for future sales 

based on pool level borrower outcomes, adjusted for subsequent market events, and will 

take into account observance of these NPL Sales Requirements.
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NPL

Post Sale Reporting

FHFA required reporting fields
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NPL

Post Sale Reporting

FHFA required reporting fields
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NPL

Post Sale Reporting

FHFA required reporting fields


