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▪ Upon receipt of the monthly CREFC 

IRP from the Master Servicing team, 

Surveillance …

Watchlist Report Life Cycle

Reviews the 
Watchlist 
Report for 

Removals / 
Additions

Identifies 
inconsistencies 
with the FRE 

list and 
Servicer’s 

submission

Works with 
S/S to clarify 
their watchlist 
comments / 
confirm risk

Prepares WL 
Investor Report 

& conducts 
Monthly Calls 
with B-Buyers 

in SBL program

Evaluates & 
communicates 

emerging trends 
/ concentrations 
(monitors overall 

performance)
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▪ What is a Driving Risk Factor?

» The reason that is causing financial performance or collateral condition to deteriorate

» It is not the what, but rather the why

▪ Examples of Trigger Events (WHAT)

» Decline in occupancy

» Increase in total operating expenses

» Decrease in Effective Gross Income

» Property Condition (Life Safety or Deferred Maintenance)

» Unauthorized transfer Consent 

▪ Examples of Driving Risk Factors (WHY)

» Market

» Unit renovations

» Tenant repositioning

» Routine turnover / Lease-Up

» Property management

» Hazard loss

» Property condition (Repairs, Life Safety)

Driving Risk Factors
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General Guidelines

Watchlist Management

Sequence of Commentary

1st sentence The loan was added to WL on ____<effective date> due to 

____<driving factor>.

2nd sentence As of ___, the physical occupancy rate is ___ for ___<# of units>, as 

compared to __% which was previously reported as of ___. <If 

underwriting please indicate> <Note: If occupancy has declined from 

previous period, explain why – consider the driving factor to help you 

answer this question>

3rd sentence Current DCR is ___ as reported for the period ending___<also include 

amortized DCR if partial IO>. <If DCR has declined from previous 

period or still within Watchlist range, explain why – consider the driving 

factor to help you answer this question>

4th sentence Describe the driving factor in more detail.

5th sentence Describe what actions the Borrower and Servicer are taking to 

mitigate the risk. Include immediate next steps that are being taken 

and include specific follow-up dates (as applicable).

6th sentence Describe Borrower level of engagement and responsiveness to the 

Servicer’s request for information (as applicable)

Additional Comments See Chart on page 6 & 7 by Driving Risk Factor
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▪ Additional comments suggested based on Driving Risk Factor

General Guidelines (Cont’d)

Category Driving Factor Additional Components of Comment

Financial Performance Hazard Loss Indicate date of loss (confirm hazard loss paperwork has been 

processed), identify status of proceeds from the insurance 

company, determine if borrower is coming out of pocket for any 

of the repairs, identify # of units offline, describe scope of work 

to bring units back online, identify when units will be rent ready

Financial Performance Market Identify main source of employment, average occupancy from 

REIS or other sources available, identify if it is a crime issue or 

employment/industry driven, borrower and servicer outlook on 

the market improvement, determine with servicer if they feel 

property is performing at/under/ or above market occupancy 

levels.

Financial Performance Repairs Identify scope of repairs, anticipated cost to complete (if 

currently escrowed or out of pocket), and anticipated completion 

date.

Financial Performance Routine Turnover Identify leasing plan, current market rents, average lease terms, 

reason for turnover, determine # of units rent ready.

Financial Performance Tenant Repositioning Identify eviction rate, what tenant profiling procedures are going 

into effect, describe marketing plan to attract qualified tenants, 

identify if concessions are in place or planned, identify current 

and anticipated rental rates, determine # of units rent ready.

Financial Performance Property Management Identify if the property management was changed (if so, effective 

date and confirm approved through CRT) -- if not in CRT it is an 

unauthorized management change that will need to be 

documented.
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▪ Additional comments suggested based on Driving Risk Factor

General Guidelines (Cont’d)

Category Driving Factor Additional Components of Comment

Financial Performance Unit Renovations Include # of total units impacted, scope of renovation work 

(interior or exterior), approximate amount of work to be 

completed, anticipated post-renovation rental rates, include 

anticipated completion date.

Collateral Condition Property Condition, Life Safety 

(General or Imminent)

Identify severity of the property condition (i.e. what is causing 

property condition rating to be a 4 or a 5); with respect to life 

safety or deferred maintenance, identify general scope of work.

Other Forced Placed Insurance Identify effective date of forced placement, identify type of 

insurance coverage under the forced place policy, indicate 

borrower's reason for not maintaining adequate insurance, 

identify anticipated timeline to remove from forced placed policy.

Other Litigation Indicate the nature of the litigation, effective date of filing, 

severity of claim, determine if it was pre-existing at underwriting 

(identified in Asset Summary Report), identify upcoming court 

actions or court dates, describe litigation claim and borrower's 

position, identify if claim names our subject property in the 

litigation.

Unknown Unknown Describe when and how many attempts have been made to 

obtain updates from the Servicer. 
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CREFC IRP Reporting:

Do’s and Don’ts
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▪ All reports must be submitted by COB Determination Date (11th calendar 

day or next business day) + 1

» Submit reports earlier in the day to allow time for any corrections

» If reporting is delayed, inform Freddie Mac as soon as possible

» Respond to any Freddie Mac inquiries on same day as reporting

▪ Population must be accurate 

» Submit all required reports

» Include the deal name in the subject line of the email and/or the file name

» Include all loans that are part of the deal

▪ Adhere to the CREFC Format

▪ Ensure data consistency across different reports

CREFC IRP Reporting – Expectations

CREFC IRP Reporting - Do's and Don'ts 9
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▪ Servicer Loan Number instead of Freddie Mac Loan Number

▪ Incorrect Prospectus Number

▪ Incorrect CREFC Format

» Additional columns added

» Columns re-ordered

▪ Ending Reserve Balance in Loan Loss Reserve File doesn’t match Total 

Reserve Balance in Loan Periodic File

▪ Current Month’s Beginning Reserve Balance doesn’t match last month’s 

Ending Reserve Balance

Most Common Reporting Mistakes

CREFC IRP Reporting - Do's and Don'ts 10
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NOIWS/OSAR & Inspection 

Do’s and Don’ts
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Incorrect Financial 
Indicator and/or number 
of months covered

Incorrect CapEx reported

• Report Replacement Reserve 
amount per Loan Agreement or 
Exhibits

Inaccurate Debt Service

Top 3 Return Reasons for CREFC 

Submissions
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Entry Tips – A-CREFC

▪ Financial Indicator and number of months for Annual CREFC 

submissions

NOIWS /OSAR & Inspection – Do’s and Don’ts 13
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Entry Tips – Q-CREFC

▪ Financial Indicator and number of months for Quarterly CREFC 

submissions

NOIWS /OSAR & Inspection – Do’s and Don’ts 14
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▪ Report Actual Amount due from Borrower for reporting period 

» Full-term Interest-Only (IO) – Enter IO debt service

» Partial IO in conversion year – Enter Part IO, Part Amortizing debt service 

based on amortization start date

– Comment on stressed DCR using amortizing debt service

» Amortizing – Enter amortizing debt service

» Floating Rate – refer to CREFC Guidelines

▪ Footnote debt service methodology in comments

▪ Report only Freddie Mac Debt Service in Note A, B and C

General Debt Service Reporting Tips

NOIWS /OSAR & Inspection – Do’s and Don’ts 15
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▪ Use the Prepopulated Underwriting Debt Service in At Contribution column 

as guidance for number of liens

» Report any additional supplemental loans funded after original UW in Note B/C 

and provide loan details in the comments

▪ Use funding dates to determine debt service amounts to be reported in 

Note A, B and C respectively

▪ Report any External Subordinate (not Supplemental) debt service in 

comments - include lender, loan terms, debt service amounts and DCR

» Report External Subordinate UPBs in the Property Overview Section Note 

A,B,C 

NOIWS /OSAR & Inspection – Do’s and Don’ts

General Debt Service Reporting Tips (Cont’d)
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▪ Loans with one lien

» Report actual debt service paid for the 

Financial Year End in Note A

▪ Loans with up to three liens

» Report actual 1st lien debt service in Note A

» Report actual debt service paid in Note B 

and Note C respectively based on funding 

dates for each lien

▪ Loans with more than three liens

» Report 1st and 2nd debt service paid in Note 

A and Note B, respectively

» Report combined debt service for the 3rd

lien and beyond in Note C

NOIWS /OSAR & Inspection – Do’s and Don’ts

General Debt Service Reporting Tips (Cont’d)
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▪ KJ-Deals typically have 1st liens securitized in an earlier K-Deal

» Report K-Deal 1st lien debt service in Note A

» Report KJ debt service in B and/or C based on funding dates and number of 

loans within a security

General Debt Service Reporting Tips –

Securitized KJ-Deals

NOIWS /OSAR & Inspection – Do’s and Don’ts 18
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▪ Code Bad Debt to Other Income if no vacancy is reported in the 

Borrowers operating statement

▪ Explain low Real Estate Tax amounts in the narrative – also include tax 

abatement expiration dates

▪ Report insurance premiums paid for the reporting period although none 

reported in the Borrower’s operating statement

▪ Submit coded financial statements, if available

▪ Refer to CREFC coding matrix for guidance 

» Report Bad Debt in vacancy (preferably); although we will accept Bad 

Debt in Other Income

▪ Provide meaningful comments for income and expense line items with 

significant variance year over year or when compared to Underwriting if 

reporting period is within 2 years

Housekeeping Reminders

NOIWS /OSAR & Inspection – Do’s and Don’ts 19
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▪ Underwriting data now available in DataTape format in PRS

Housekeeping Reminders (Cont’d)

NOIWS /OSAR & Inspection – Do’s and Don’ts 20
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Top 3 Return Reasons for Inspection Submissions

1. “Unknown” or “N/A” reported for O&M compliance

2. Insufficient details provided in Inspection

» Inconsistent overall property ratings and property component ratings

» Deferred maintenance estimates not reflective of what is reported in pictures

3. Inaccurate Occupancy numbers

Inspection Return Reasons

NOIWS /OSAR & Inspection – Do’s and Don’ts 21
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▪ Determine what O&M is in place, if any, by looking at the Loan 

Agreement and/or Environmental Site Assessment Report

▪ Determine if Property Manager is aware of the O&Ms in place

» Proof of O&M Plan

» Compliance with what is set forth in the plan

– Documentation of incidents and remediation

O&M Compliance Guidance

NOIWS /OSAR & Inspection – Do’s and Don’ts 22
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▪ Complete O&M sections in Inspection Form accurately

Inspection Form – O&M Sections

NOIWS /OSAR & Inspection – Do’s and Don’ts 23
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▪ Overall Property Rating should be reflective of Property Assessment 

Ratings for individual components. Explain any discrepancies in the 

comment section.

Inspection Form – Overall Property Rating 

NOIWS /OSAR & Inspection – Do’s and Don’ts 24
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▪ Deferred Maintenance Estimates should reflect what is reported in the 

photos and narratives

Inspection Form – Deferred Maintenance 

Estimates

NOIWS /OSAR & Inspection – Do’s and Don’ts 25
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▪ Report accurate occupancy numbers in the General Info tab

Inspection Form – Occupancy Rate 

NOIWS /OSAR & Inspection – Do’s and Don’ts 26



©  Freddie Mac 27

Repairs, Deferred Maintenance 

& Code Violations
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▪ Identify Repairs

» Physical Risk Report Form 1104 – SBL Properties 

» Physical Risk Report Form 1108 - Conventional Loans under $50M

» Property Condition Report 

▪ Repair categories are defined in the Guide Section 62.3(b)

» Critical Repairs 

» Priority Repairs 

» Operational Repairs

Repairs

Repairs, Deferred Maintenance & Code Violations
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▪ SBL Mortgages with Loan Agreement Form date of 11/2/15 or earlier and 

Non-SBL Mortgages

» Establish communication to manage Borrower expectations.

» Walk Borrower through their loan document obligations

» Servicer must notify Freddie Mac within 10 Business Days following 

confirmation of repair completion

– Provide notification on Borrower Certification – Completion of Repairs form

– Additional proof of completion may include photos, lien waivers, and /or 

proof of payment

» First annual inspection is also an opportunity to close out these items

Repairs – Clearing Priority Repairs

Repairs, Deferred Maintenance & Code Violations
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▪ SBL Mortgages with a Loan Agreement date after 11/2/15

» Freddie Mac will create a Loan Item Tracking (LIT) entry in PRS to capture all 

Priority Repairs identified on Form 1104. 

» Servicer must determine if Borrower completed Priority Repairs listed on Form 

1104 at the first annual inspection or subsequent inspections.

» Once Priority Repair is deemed complete, Servicer has 30 calendar days to 

update the LIT accordingly and the loan becomes non-recourse to the 

Borrower

Repairs – Clearing Priority Repairs (Cont’d)

Repairs, Deferred Maintenance & Code Violations
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▪ SBL Mortgages with a Loan Agreement Form date of 11/2/15 or earlier 

and Non-SBL Mortgages

» Required repairs not be completed by the Completion Date.

– Extension Request - at least 10 days prior to completion, Servicer should file an 

extension and, if applicable, Partial Completion of Repairs form

– Modification Request - provide FM with detailed update in PRS and submit request 

for modification

» If Priority Repairs remain outstanding 30 calendar days after the due date, 

Servicer should issue a Reservation of Rights letter and forward a copy to 

MF_Master_Servicer_SBL@Freddiemac.com for SBL loans

» If Priority Repairs remain outstanding 60 days after the due date, Servicer 

must use discretion to remedy non-compliance. Consider obtaining a limited 

scope inspection, suspending reserve disbursements or instituting 

replacement reserves (if permitted under the loan documents)

Repairs – Notice Provisions

Repairs, Deferred Maintenance & Code Violations



©  Freddie Mac

▪ SBL Mortgages with a Loan Agreement Form date after 11/2/15

» If repairs are not completed by the first annual inspection, Servicer issues a 

reminder notice for non-compliance. Reference the Loss or Damage Recourse 

provision of the Loan Agreement

– Subsequent notices are not required for non-Life Safety items

– If funds are held in escrow for Priority Repairs, funds will remain with the 

Servicer until cure proof is provided

» For Life Safety Priority Repairs, the Servicer must work with the Borrower until 

the Life Safety Hazard is remediated.

» If not compliant, Borrower Recourse remains in effect for portion of the 

indebtedness equal to any loss or damage suffered by Lender as a result of 

the failure to complete the Priority Repairs identified in the Physical Risk 

Report

Repairs – Notice Provisions (Cont’d)

Repairs, Deferred Maintenance & Code Violations
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▪ Identify Deferred Maintenance

» Consider the situation

▪ After Deferred Maintenance is identified

» Servicer must notify Borrower within 30 days of the inspection of the need to take 
corrective action for

– Deferred Maintenance Items greater than $10,000

– Life Safety Hazards

– Environmental Issues

– Moisture or Mold issues

▪ Report findings and remediation efforts in the inspection and Servicer Watchlist 
Report if loan is on the Watchlist.

▪ Acceptable proof of completion includes: photos, lien waivers, proof of 
payment and notice from authorities for code violations. 

▪ Life Safety is a mandatory review threshold pursuant to the CREFC Watchlist 
Guidelines. A loan may be removed after the Servicer confirms remediation. 

Deferred Maintenance

Repairs, Deferred Maintenance & Code Violations
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» Deferred Maintenance items must be completed prior to the next inspection

» If estimated costs are greater than $25,000, and/or pose an imminent Life 

Safety Hazard to the tenants, property structure, or value, the Servicer must 

follow up in a timely manner until each risk issue has been remediated

» Outstanding Deferred Maintenance – notice should be sent even if costs are 

less than $10,000. Follow up should take into account the nature of the risk 

» If unable to obtain satisfactory evidence within 120 days after the first notice, 

escalate the situation. Consider obtaining a limited scope property inspection 

report for specified area of concern, suspending reserve disbursements and/or 

instituting replacement reserves if permitted under the loan documents 

» Reservation of Rights

Deferred Maintenance – Completion Timeline

Repairs, Deferred Maintenance & Code Violations



©  Freddie Mac

▪ Identify Code Violations

» Municipality

» Form 1104

▪ Clearing a Violation

» Signed Borrower Certification and copy of documents submitted to the 

municipality will serve as acceptable cure proof

▪ Notice Provisions

» Follow guidance on Priority Repairs

Code Violations

Repairs, Deferred Maintenance & Code Violations


