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By Margaret Wright

The Washington State Legislature has passed House Bill 2723 amending the Foreclosure Fairness Act. The
purpose of the Foreclosure Fairness Act ("the Act") is to encourage homeowners to utilize housing
counseling, facilitate communication between homeowners and beneficiaries in an effort to avoid
foreclosure whenever possible and to provide guidance where foreclosure mediation has been
recommended. The recent amendments are effective June 12, 2014.

Definitions (RCW 61.24.005)

The Act "Residential Real Property" definition has been amended to now include owner-occupied
residential real property of up to four units.

Notice of Default (RCW 61.24.031)

Prior to issuing the notice of default a beneficiary must make contact with the borrower by letter which
contains certain required information including a notification that the borrower will have an opportunity
to meet with the beneficiary. The Act has been amended to state that where such a meeting is requested
to be held in person it must be held in the county where the property is located. Previously the meeting
was required to be held in the county where the borrower resides.

The notice of default may be issued where the beneficiary has demonstrated due diligence but was
unable to meet with the borrower. The Act further outlines the steps that must be taken in order to
demonstrate the due diligence requirements were met. To meet the due diligence requirements in part,
the Act has been amended to clarify that the beneficiary must now send the required contact letter by
both first class and either registered or certified mail, return receipt requested, to the address in the
beneficiary's records and the property address. Previously the letter was only required to be sent by first
class mail.

Foreclosure Loss Mitigation Form Amended

The notice of default must include a declaration which affirms the beneficiary has contacted the borrower
or attempted with due diligence to contact the borrower according to the Act's requirements, or that the
borrower has surrendered the property to the beneficiary. For the purpose of making this declaration, the
Act includes a model Foreclosure Loss Mitigation Form which includes a selection of options outlining the
beneficiary's compliance with the requirements.

The provided model Foreclosure Loss Mitigation Form has been amended to clarify the action selections
including:

e an option where the borrower responded to the beneficiary's contact letter but a meeting was
not requested;
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e an option where a meeting was requested by the borrower but the borrower did not appear at
the scheduled time;

e an option for where the beneficiary exercised due diligence but the borrower did not respond;
and,

e an amendment to the option where a meeting did occur to include the date, time and location of
the meeting.

Also added to the model form is an "Additional Optional Explanatory Comments" section where the
beneficiary may include additional information as necessary to explain as needed beyond the provided
options.

Foreclosure Mediation Program (RCW 61.24.163)

The Act includes specific requirements where a borrower has been referred to mediation by a housing
counselor or attorney. This section includes requirements concerning mediation timelines, mediation
procedures, permissible fees and duties and responsibilities of the mediator, borrower and beneficiary.
Amendments to this section include a clarification that borrower and beneficiary may still agree in writing
to enter the foreclosure mediation program even though the borrower may not have elected to mediate
within the timeframe as outlined.

Where a borrower is referred to mediation, the Act requires both the borrower and beneficiary submit
certain required documentation. The information required to be submitted by the beneficiary has now
been amended to clarify that documentation evidencing other investor's restrictions to or prohibition of
modification agreements must be provided, where previously this section referenced only evidence of
restrictions contained in pooling and servicing agreements.

Similar to the location of initial borrower and beneficiary in person meeting, the Act has been amended to
change the location of the mediation session to be held where the property is located, rather than where
the borrower resides.

The section concerning mediator fees has also been amended to include a technical clarification that in
addition to as outlined in the regulation, fees may also be charged as authorized by the department of
commerce.

Foreclosure Mediation Program: Application (RCW 61.24.165)

For the purposes of referral and mediation where a person who occupies the property is a successor in
interest to a deceased borrower or has been awarded title to the property in a proceeding for dissolution
or legal separation they may be treated as "the borrower" for purposes of mediation. In these cases this
person may be referred to meditation where the referring counselor or attorney has determined their
eligibility. Although this person may be treated as the borrower for mediation purposes this section does
not require the beneficiary to accept an assumption of the loan.

Foreclosure Fairness Account (RCW 61.24.172)

A beneficiary issuing a notice of default for an owner-occupied residential real property must remit
$250.00 to the department of commerce to be deposited into the foreclosure fairness account.
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The amendment to this section concerns the foreclosure fairness account expenditure limits. Changes
include a change in the percentage of the account used for the provision of housing counseling services to
no less than seventy-one percent and an increase in the percentage of the account used for
implementation of the foreclosure fairness act to up to eighteen percent or one million four hundred,
whichever is greater.

View the amendments in their entirety:

http://apps.leg.wa.gov/documents/billdocs/2013-14/Pdf/Bills/Session%20Laws/House/2723.SL.pdf

Margaret is Vice President & Senior Counsel at Bankers Advisory and serves as the firm's Director of
Regulatory Compliance Research. She is a graduate of Stonehill College and received her Juris
Doctor from Suffolk University Law School. She is admitted to the Massachusetts Bar and serves on
the Compliance Committee for the Massachusetts Mortgage Bankers Association. She can be
reached at margaret@bankersadvisory.com

© Copyright 2013 Bankers Advisory, Inc. Page 3 of 3


http://r20.rs6.net/tn.jsp?f=001ksJEpMZWPD9r-CrP52FpdWksPal4yuVN5NekD-VsBpzIxtO9eS7vdAvl_jg_t1rqXHWykr0HIBL-Mryp1feJv4I1k00vqSWnWxj7Yo-ul7hQnIHUK4zUsGHJL8JLjvSU0AEbGzWpl7wHNx0ZWyfs7SkGltayLj8FkM-mx4bJG875umXih1OAVbzE973Xb2oezUfcd4Z3DgnyJrMeJobaOfaw1KSkQedUVeex33L18UxLShyLQcUf0IpIEkH3NsQHkAG8JjUqPzX8jAbJSix-pi8SeYS3uATstjuKooqTcxjEStiipGk0x1BoSdwrEtXpRGkGXSVU9NibjckSVT1Vk0yYU9RxVZ0h5aHENAURK9eadCkRWVdn1IbkoOBj9UMKdKQEfvXbTWVov2mgfDyCzcE-W6WzG8VqUKIopBaNlQ43wAl6XR6zgm2a4Pgk91Crrrf1_BSJBn4AZRFL3KGnd9lL8W4FY4J5&c=FYVMFxERpuon2Py6YJXRjMN9YL7_uxpOFnJoDLsS_kzmycczZl8IxQ==&ch=8HIit7kWaT9f2NvzNSaWCW_XBFrg8RNCP_F03K07GSz9FMFaE_aIfg==
mailto:margaret@bankersadvisory.com

