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Freddie Mac Single-Family Seller/Servicer Guide – Volume 1
Chapter 2:  General Freddie Mac Policies
2.1: Objective of Freddie Mac's purchase programs (03/20/00)
Freddie Mac was created by the enactment of the Emergency Home Finance Act of 1970, 12 U.S.C. 1451 et seq.

The fundamental objective of Freddie Mac's programs is to establish and enhance markets for residential Mortgages in order to provide an adequate and stable supply of funds for housing on the best possible terms. Freddie Mac provides a secondary market that supports private institutional Mortgage investors. Freddie Mac in no way desires to compete with those investors or to become a primary investor.

Freddie Mac supports practices that further the national goals of a decent home and suitable living environment for every American family. Freddie Mac encourages the use of its programs in a manner that can benefit the broadest possible segment of the American public. It discourages practices that may contribute to the involuntary displacement of neighborhood residents.

2.2: Overview of Freddie Mac's purchase programs (03/20/00)
Freddie Mac purchase programs provide for the purchase of conventional Home Mortgages on a whole loan basis. These programs also provide for the purchase of conventional Home Mortgages on a participation basis. Freddie Mac does not set a minimum loan amount for purchases and encourages the Seller to make loans of any amount.

Mortgages under all purchase programs are purchased by Freddie Mac on a Required Net Yield basis to Freddie Mac. Interest payments received on the Mortgages over and above the Required Net Yield are retained by the Seller or the Servicer. When a Mortgage is Purchased in Whole or in Part, a Minimum Servicing Spread is required to provide adequate Servicing compensation to the Seller or the Servicer.

2.2.1: Introduction to Loan Prospector® (06/01/08)
Changes to these requirements have been announced and will become effective on 01/02/09.
The Seller should be familiar with the following terms and the definitions that appear in the Glossary:

	•
	Accept Mortgage


	•
	Accept Plus Documentation


	•
	A-minus Mortgage


	•
	Caution Mortgage


	•
	Documentation Level


	•
	Feedback Certificate


	•
	Home Value Models


	•
	Key Number (Loan Prospector (LP) AUS Key Number)


	•
	Last Feedback Certificate


	•
	Loan Prospector


	•
	Loan Prospector Mortgage


	•
	Manually Underwritten Mortgage


	•
	Mortgage for a Newly Constructed Home


	•
	Non-Loan Prospector Mortgage


	•
	Note Date


	•
	Risk Class/Classification


	•
	Seasoned Mortgage


	•
	Seasoned Mortgage for a Newly Constructed Home


	•
	Standard Documentation


	•
	Streamlined Documentation


Loan Prospector is an automated loan evaluation system that makes a purchase decision for Freddie Mac that eliminates many of the manual processing and underwriting requirements of traditional Mortgage processing. Although Freddie Mac will continue to purchase manually processed Mortgages, Freddie Mac prefers and recommends that most Mortgages be processed through Loan Prospector. This section includes:

	•
	An overview of Loan Prospector


	•
	Essential terms the Seller must know to use Loan Prospector


	•
	General and specific eligibility requirements for Loan Prospector Mortgages


Detailed information about Loan Prospector Mortgages is found throughout the Single-Family Seller/Servicer Guide (Guide). Operational information for using Loan Prospector may be found in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.

A Seller not currently set up to use Loan Prospector should call its account manager for more information.

	(a)
	Overview
Loan Prospector is an automated underwriting system that may be accessed from a commercial Loan Origination System (LOS), a custom LOS system or directly via an Internet connection. Loan Prospector utilizes the information obtained from:

•
Data input by the originator

•
Credit repositories

•
Freddie Mac's Home Value Models

Loan Prospector uses statistical models and judgmental rules to analyze the data received and then returns a Feedback Certificate. Loan Prospector will return credit information and for certain Mortgages will provide Home Value Model support for the Mortgaged Premises.

Because this is an automated system, it relies heavily on information from other sources. Consequently, accurate data and accurate data entry are critical. Loan Prospector assumes that the last information submitted to Loan Prospector is the same as the information for the Mortgage that is delivered to Freddie Mac. If the information changes or an error is identified in the prior submission, the Mortgage must be resubmitted to Loan Prospector with new data no more than 120 days before the Note Date and no later than on the Note Date for reassessment (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes). Each new Feedback Certificate prior to closing of the Mortgage invalidates the prior Feedback Certificate. The Last Feedback Certificate indicating the Loan Prospector Risk Class and Documentation Level must be retained in the Mortgage file.

In order for a Mortgage to qualify as a Loan Prospector Mortgage, the Mortgage must meet all of the following criteria:

•
Be submitted to Loan Prospector before closing of the Mortgage

•
Be submitted and, if applicable, resubmitted no more than 120 days before the Note Date and no later than on the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Have all credit reports (including the Loan Prospector credit reports) dated no more than 120 days before the Note Date and no later than on the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Receive an automated underwriting service (AUS) status of "complete" on the Last Feedback Certificate before closing of the Mortgage

•
Comply with all of the requirements of this Section 2.2.1

•
Have a Delivery Date, if delivered through MIDANET®, or a Settlement Date, if sold through the Freddie Mac Selling System (Selling System), that is not more than 12 months after the Note Date (i.e., the Mortgage is not a Seasoned Mortgage). (See the Glossary definitions of Seasoned Mortgage and Seasoned Mortgage for a Newly Constructed Home, and Sections K33.13 and 36.1.1 for exceptions regarding determination of seasoning for Mortgages for Newly Constructed Homes.)
1.
Representation and warranty relief for Borrower creditworthiness
Relief from the creditworthiness representations and warranties (see Sections 37.1, 37.7, 37.12, 37.15, 37.16 and 37.16.1) granted to a Seller are valid for the life of the Mortgage, provided all of the following conditions are met:

•
The Last Feedback Certificate returned a Risk Class of:

•
Accept, or

•
Caution, A-minus eligible and the Mortgage complied with Chapter C33
•
The Mortgage and the Seller comply with all requirements of the Purchase Documents including, but not limited to, Sections 2.2.1 and 22.20
•
The Last Feedback Certificate returned no more than 120 days before the Note Date and no later than the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes) complies with Section 2.2.1 and matches the terms of the transaction delivered to Freddie Mac

•
The Mortgage was not sold to Freddie Mac as a Seller-Owned Modified Mortgage, Seller-Owned Converted Mortgage, Seasoned Mortgage or Seasoned Mortgage for a Newly Constructed Home (see Chapter 36)

•
Information entered into Loan Prospector was true, complete and accurate

•
The property address returned on the Last Feedback Certificate is the address of the Mortgaged Premises

•
The Mortgage met all applicable manual eligibility requirements found in the Seller's Purchase Documents and the Last Feedback Certificate

•
The Mortgage was not originated based on fraudulent and/or misrepresented information and/or documentation

Representation and warranty relief is terminated if Freddie Mac determines that:

•
The Mortgage was ineligible to have been submitted to Loan Prospector and is a Non-Loan Prospector Mortgage, or

•
The Mortgage is not an Accept Mortgage or an A-minus Mortgage.
2.
Feedback Certificate
•
Transferability of the Last Feedback Certificate
The Last Feedback Certificate may be transferred without restriction prior to delivery of the Mortgage to Freddie Mac. However, the Last Feedback Certificate and the conditions indicated on it are effective only with respect to Freddie Mac and only when the Mortgage is delivered to Freddie Mac by a Freddie Mac Seller in compliance with the Seller's Purchase Documents. (An example of a Loan Prospector Feedback Certificate is included in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.)
•
Last Feedback Certificate
•
Is based on true, complete and accurate data as required by a Seller's Purchase Documents

•
Is generated by Loan Prospector from the last submission to Loan Prospector no more than 120 days before the Note Date and no later than the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Represents the terms of the Mortgage delivered to Freddie Mac

•
Is used by Freddie Mac to determine the Risk Class, Documentation Level and, if applicable, the Credit Score/Loan-to-Value (CS/LTV) postsettlement delivery fees (delivery fees) (A-minus fees). May be used by Freddie Mac to determine the Indicator Score/Loan-to-Value delivery fee in the event the Seller delivers the Loan Prospector Key Number but not the Indicator Score for a Loan Prospector Mortgage.

•
Must be retained in the Mortgage file

In delivering the Mortgage to Freddie Mac, the Seller represents and warrants that the Feedback Certificate retained in the Mortgage file is the Last Feedback Certificate and meets all of the requirements for the Last Feedback Certificate stated above. If Freddie Mac subsequently determines that the Feedback Certificate in the Mortgage file is not the Last Feedback Certificate, any representation and warranty relief, Documentation Levels granted and/or payment or non-payment of fees are subject to change based on the actual contents of the Mortgage file.
•
Delivery of a Loan Prospector Mortgage
A Mortgage that was processed through Loan Prospector and received a complete assessment (a Risk Class of Accept or Caution) on the Last Feedback Certificate must be delivered to Freddie Mac no more than 12 months after the Note Date, if the Mortgage is delivered through MIDANET, or must have a Settlement Date no more than 12 months after the Note Date, if the Mortgage is sold through the Selling System (see the Glossary definitions of Seasoned Mortgage and Seasoned Mortgage for a Newly Constructed Home, and Sections K33.13 and 36.1.1 for exceptions for Mortgages for Newly Constructed Homes) in compliance with the Seller's Purchase Documents. If the Mortgage is delivered more than 12 months after the Note Date or has a Settlement Date more than 12 months after the Note Date, as applicable, the benefits and terms associated with Loan Prospector Mortgages (e.g., special product eligibility rules, relief from the representations and warranties for creditworthiness [credit reputation and capacity] and value, condition and marketability of the Mortgaged Premises) do not apply and the Mortgage is subject to the terms and requirements for Non-Loan Prospector Mortgages and Seasoned Mortgages.

Example 1:
If a Mortgage receives an Accept Risk Class, but the loan is delivered through MIDANET more than 12 months after the Note Date (i.e., a Seasoned Mortgage), the Mortgage is considered a Non-Loan Prospector Mortgage and the relief from representations and warranties for credit reputation and capacity that were associated with the Accept Risk Class terminate. The Mortgage is a Seasoned Mortgage subject to the requirements of Chapter 36.

Example 2:
Prior to the Note Date, the Seller manually underwrites the Mortgage (i.e., the Mortgage is not submitted to Loan Prospector on or before the Note Date). After the Note Date, the Seller submits the Mortgage to Loan Prospector. The Mortgage is considered a Non-Loan Prospector Mortgage.

Example 3:
The Seller submits the Mortgage to Loan Prospector two times.

•
Submission 1 on June 1 is a $200,000 loan amount and receives an Accept Risk Class

•
Submission 2 on June 2 is a $220,000 loan amount and receives a Caution Risk Class

•
The Mortgage is closed on June 3

The Seller delivers the $200,000 Mortgage as an Accept Mortgage. Because the Mortgage delivered does not match the Last Feedback Certificate, representation and warranty relief, Documentation Levels granted and/or payment or non-payment of postsettlement delivery fees are subject to change based on the actual contents of the Mortgage file (i.e., the Mortgage that was delivered was different from the Mortgage in Submission 2).

Example 4:
If a Mortgage for a Newly Constructed Home receives an Accept Risk Class and has not been modified since the Effective Date of Permanent Financing, and the Mortgage is delivered after the 18-month Credit/Construction/Settlement Period, (i.e., a Seasoned Mortgage for a Newly Constructed Home), the Mortgage is considered a Non-Loan Prospector Mortgage and the relief from representations and warranties for credit reputation and capacity that were associated with the Accept Risk Class terminate. The Mortgage is a Seasoned Mortgage for a Newly Constructed Home subject to the requirements of Chapter 36.



	(b)
	Key Number
The Key Number is a unique number assigned to a Mortgage by Loan Prospector when the Mortgage is first submitted to Loan Prospector. The Key Number is returned to the Seller on the Feedback Certificate and is used by the Seller and Freddie Mac to identify an individual Mortgage (e.g., a purchase, a refinance, etc.) from application through closing and delivery.

A Key Number is valid for use with only one Mortgage. Once that Mortgage has been closed, regardless of whether the Mortgage is sold to Freddie Mac, the Key Number may be used only in delivering that Mortgage to Freddie Mac or for the Seller's quality control process. The Key Number from a previously closed Mortgage may not be re-used to process or originate another Mortgage. Additionally, if the Borrower has more than one Mortgage in process, each loan must have a separate application and a different Key Number.

If, prior to closing of the Mortgage, the application is declined or withdrawn and then subsequently reactivated, or if the application remains in process for an extended period of time, the lender may resubmit the Mortgage to Loan Prospector using the original Key Number, provided Freddie Mac has not removed the Key Number from Loan Prospector.

For each Loan Prospector Mortgage delivered to Freddie Mac, the Seller is required to include the Key Number in the "AUS #" field of Form 11, Mortgage Submission Schedule, or Form 13SF, Mortgage Submission Voucher, as applicable. A Mortgage delivered without a Key Number will be considered a Non-Loan Prospector Mortgage.

The Seller is not required to deliver the Key Number on the following Mortgages, as they are considered Non-Loan Prospector Mortgages:

•
Mortgages, other than Home Possible® Mortgages, submitted to Loan Prospector on or before the Note Date that received an AUS status of invalid, ineligible or incomplete; Seller must deliver the Key Number for Home Possible Mortgages that received an AUS status of invalid, ineligible or incomplete

•
Mortgages submitted to Loan Prospector after the Note Date

•
Mortgages submitted to Loan Prospector on or before the Note Date, but delivered as Seasoned Mortgages, Seasoned Mortgages for Newly Constructed Homes, Seller-Owned Converted Mortgages or Seller-Owned Modified Mortgages



	(c)
	Transaction processing issues
Loan Prospector may return an evaluation status of invalid, ineligible or incomplete. If resubmission with new and/or corrected information does not correct the status, the Mortgage cannot be processed through Loan Prospector. The Mortgage must be manually underwritten and delivered as a Non-Loan Prospector Mortgage.



	(d)
	Risk Class
The Risk Class on the Last Feedback Certificate establishes the extent of underwriting required. Based on its analysis of the data, Loan Prospector will return a Risk Class of:

•
Accept, or

•
Caution
1.
Accept Mortgage
An Accept Mortgage is a Loan Prospector Mortgage that receives a Risk Class of Accept. An Accept Risk Class confirms that Loan Prospector has determined that the Borrower's credit worthiness is acceptable, provided that the requirements in Chapter 37 applicable to Accept Mortgages are met.
2.
Caution Mortgage
A Caution Mortgage is a Loan Prospector Mortgage that receives a Risk Class of Caution. A Caution Mortgage may be eligible for A-minus. The Feedback Certificate will specify if a Mortgage is eligible for A-minus.

A Loan Prospector Mortgage that receives assessment results of eligible for A-minus and that meets the requirements of Chapter E33 is eligible for sale as an Affordable Merit Rate® Mortgage. A Loan Prospector Mortgage that receives assessment results of eligible for A-minus and that does not meet the requirements of Chapter E33 may still be eligible for sale as an A-minus Mortgage if it meets the requirements of Chapter C33. If a Loan Prospector Mortgage receives assessment results of eligible for A-minus, but does not meet the requirements of Chapter C33, the Mortgage is not eligible for sale to Freddie Mac as an A-minus Mortgage, but may be eligible for sale as a Caution Mortgage in accordance with the requirements of Chapter 37.

For a Caution Mortgage that is not eligible for A-minus, the Caution Risk Class indicates that the Mortgage is unlikely to comply with Freddie Mac's eligibility and underwriting requirements because there is a strong indication of excessive layering of risk as described in Section 37.1. The Seller must determine that the Mortgage is acceptable by manually underwriting the Mortgage (see Sections 37.1, 37.7 and 37.8).

Even if the Seller determines a Caution Mortgage is acceptable, a postsettlement delivery fee (delivery fee) will be assessed and billed to the Seller in conjunction with the sale of the Mortgage. Standard delivery fee rates are indicated in Exhibit 19, Postsettlement Delivery Fees. Delivery fees are paid in accordance with the delivery fee provisions outlined in Section 17.2.



	(e)
	Documentation Level
The Documentation Level shown on the Last Feedback Certificate indicates the minimum level of documentation that Freddie Mac will accept for the Mortgage. The Documentation Level for users of Loan Prospector Classic will be identified in a feedback message under the Documentation Guidelines section of the Feedback Certificate.

Specific feedback messages will describe the type of documentation needed for employment, income and asset verification based on the data input into the Loan Prospector system. The specific feedback messages are for guidance purposes only. The Seller must refer to Sections 37.21 through 37.23 for complete details of Accept Plus, Streamlined and Standard Documentation Level requirements.

If the Mortgage delivered to Freddie Mac does not comply with the requirements of the Last Feedback Certificate, Section 2.2.1 or other applicable sections of the Guide or the Seller's other Purchase Documents, Freddie Mac may require additional documentation.



	(f)
	Accept Plus Documentation Mortgage
An Accept Plus Documentation Mortgage requires minimal source of income and asset documentation. See Section 37.21.1.

The use of Stated Income and Stated Debt is allowed for Accept Plus Documentation Mortgages if the Seller accurately provided Loan Prospector with all income and debt information stated on the Mortgage application and all other information Seller provided to Loan Prospector is true, complete and accurate.



	(g)
	Streamlined Accept Documentation
A Streamlined Accept Documentation Mortgage requires more documentation than an Accept Plus Documentation Mortgage, but significantly less than a Standard Documentation Mortgage. However, unlike an Accept Plus Documentation Mortgage, the Seller must determine the Borrower's stable monthly income. See Section 37.22.



	(h)
	Standard Documentation
Standard Documentation is required for higher-risk Accept Mortgages, A-minus Mortgages, Caution Mortgages and all Non-Loan Prospector Mortgages. This is the most comprehensive level of documentation. See Section 37.23.



	(i)
	Minimum Assessment Feedback
The Minimum Assessment Feedback (MAF) shown on the Loan Prospector Feedback Certificate indicates the least comprehensive appraisal or inspection report required for a particular Loan Prospector Mortgage. The MAF also indicates whether a Loan Prospector Mortgage is eligible for the Property Inspection Alternative (PIA).

Complete details regarding MAF can be found in Chapter 44.



	(j)
	Accuracy of data
Loan Prospector requires submission of specific data elements in order to process the information and return a complete decision with a Risk Class and Documentation Level. Complete details of the required and optional data fields as well as the data field specifications can be found in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.

The Seller must insure that the identifying information for any Borrower and property (name, current and previous address and social security number and property address) are true, complete and accurate and that they are properly input into Loan Prospector on or before the Note Date (see Sections 2.2.1 and 23.6 for exceptions). Except as stated in Sections 2.2.1(f) and 2.2.1(k), all data that was submitted to Loan Prospector for the Last Feedback Certificate must be true, complete and accurate.



	(k)
	Submission/resubmission requirements
The final Risk Class and Documentation Level must be based on submission of accurate data to Loan Prospector, prior to the closing of the Mortgage. Resubmission of a Mortgage to Loan Prospector prior to the closing of the Mortgage is required if:

•
Information on the previous submission was not true, complete or accurate

•
The most recent submission (including the date of the Loan Prospector credit report(s)) exceeds the date requirements in Section 37.10(i). See Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes.

•
Any information used by Loan Prospector changes; however, a change from the previous submission involving the following does not require resubmission:

Debts/income:
•
The monthly debt payment (including monthly housing expense [see Section 37.15]) decreases

•
For Home Possible Mortgages, resubmission is required if the income used to qualify the Borrower (as described in Section A34.9(e)) increases

•
The income for any Borrower decreases and/or the monthly debt payment (including monthly housing expense) increases, and

•
The total difference does not change the total debt-to-income ratio by more than 3%, and

•
The total debt-to-income ratio on the previous submission did not exceed 45%

Assets/reserves:
•
The amount of verified assets increases

•
The amount of verified reserves increases

•
The amount of verified reserves decreases by no more than 10%

Loan amount:
•
The loan amount decreases by no more than 1% on a refinance transaction and at the time of the most recent Loan Prospector submission mortgage insurance is not required on the Mortgage

•
The loan amount decreases by no more than 1% on a refinance transaction and at the time of the most recent Loan Prospector submission mortgage insurance on the Mortgage is required, and

•
The change does not impact the amount of the mortgage insurance coverage, and

•
The amount of the mortgage insurance premium collected by the Seller is based on the new loan amount and the Seller obtains a new mortgage insurance certificate

Any other changes in the information used by Loan Prospector require resubmission.

For example:

The Borrower's monthly debt payment (including the monthly housing expense) decreases and the Borrower's income decreases, but the total debt-to-income ratio on the previous submission was 46%. Based on the revised monthly debt payment and income figures, the total debt-to-income ratio increases by 4%.

This Mortgage must be resubmitted to Loan Prospector because the Borrower's income decreased and the total debt-to-income ratio on the previous submission was greater than 45% and the change in the debt to income ratio was more than 3%. If the only change in the Mortgage had been a decrease in the monthly debt payment (including the monthly housing expense), resubmission would not have been required.

If a Mortgage is resubmitted to Loan Prospector, the Risk and/or Documentation Classes might change. However, Loan Prospector minimizes the number of times that the Documentation Class will change, even if the Risk Class changes.



	(l)
	Significant inaccurate information
If the Seller determines the decision repository file used to create the Selected Borrower's credit report contains significant inaccurate credit information, the Seller must consider the Loan Prospector decision invalid and manually underwrite the Mortgage as a Non-Loan Prospector Mortgage (see Section 37.5).



	(m)
	Compliance with Loan Prospector requirements
If the Mortgage and/or the Seller fail to comply with all Loan Prospector requirements, including submission of true, complete and accurate data to Loan Prospector on or before the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes), the benefits and terms associated with the Loan Prospector Mortgage may not apply and the Mortgage may be subject to the terms and requirements for a Non-Loan Prospector and/or a Manually Underwritten Mortgage.



	(n)
	Loan Prospector fees
Each Seller/Servicer that uses Loan Prospector (either directly or through an authorized agent) will pay fees to Freddie Mac and will reimburse Freddie Mac for expenses in accordance with the fee schedule included in this Guide as Exhibit 18, Loan Prospector® Price Structure. These fees and expenses will be billed to the Seller/Servicer and paid by the Seller/Servicer in accordance with the provisions of the Loan Prospector User Agreement included in this Guide as Exhibit 15, Loan Prospector® User Agreement.


2.2.1: Introduction to Loan Prospector® (Future Effective Date 01/02/09)
These requirements will become effective on 01/02/09. View current requirements.
The Seller should be familiar with the following terms and the definitions that appear in the Glossary:

	•
	Accept Mortgage


	•
	Accept Plus Documentation


	•
	A-minus Mortgage


	•
	Caution Mortgage


	•
	Documentation Level


	•
	Feedback Certificate


	•
	Home Value Models


	•
	Key Number (Loan Prospector (LP) AUS Key Number)


	•
	Last Feedback Certificate


	•
	Loan Prospector


	•
	Loan Prospector Mortgage


	•
	Manually Underwritten Mortgage


	•
	Mortgage for a Newly Constructed Home


	•
	Non-Loan Prospector Mortgage


	•
	Note Date


	•
	Risk Class/Classification


	•
	Seasoned Mortgage


	•
	Seasoned Mortgage for a Newly Constructed Home


	•
	Standard Documentation


	•
	Streamlined Documentation


Loan Prospector is an automated loan evaluation system that makes a purchase decision for Freddie Mac that eliminates many of the manual processing and underwriting requirements of traditional Mortgage processing. Although Freddie Mac will continue to purchase manually processed Mortgages, Freddie Mac prefers and recommends that most Mortgages be processed through Loan Prospector. This section includes:

	•
	An overview of Loan Prospector


	•
	Essential terms the Seller must know to use Loan Prospector


	•
	General and specific eligibility requirements for Loan Prospector Mortgages


Detailed information about Loan Prospector Mortgages is found throughout the Single-Family Seller/Servicer Guide (Guide). Operational information for using Loan Prospector may be found in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.

A Seller not currently set up to use Loan Prospector should call its account manager for more information.

	(a)
	Overview
Loan Prospector is an automated underwriting system that may be accessed from a commercial Loan Origination System (LOS), a custom LOS system or directly via an Internet connection. Loan Prospector utilizes the information obtained from:

•
Data input by the originator

•
Credit repositories

•
Freddie Mac's Home Value Models

Loan Prospector uses statistical models and judgmental rules to analyze the data received and then returns a Feedback Certificate. Loan Prospector will return credit information and for certain Mortgages will provide Home Value Model support for the Mortgaged Premises.

Because this is an automated system, it relies heavily on information from other sources. Consequently, accurate data and accurate data entry are critical. Loan Prospector assumes that the last information submitted to Loan Prospector is the same as the information for the Mortgage that is delivered to Freddie Mac. If the information changes or an error is identified in the prior submission, the Mortgage must be resubmitted to Loan Prospector with new data no more than 120 days before the Note Date and no later than on the Note Date for reassessment (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes). Each new Feedback Certificate prior to closing of the Mortgage invalidates the prior Feedback Certificate. The Last Feedback Certificate indicating the Loan Prospector Risk Class and Documentation Level must be retained in the Mortgage file.

In order for a Mortgage to qualify as a Loan Prospector Mortgage, the Mortgage must meet all of the following criteria:

•
Be submitted to Loan Prospector before closing of the Mortgage

•
Be submitted and, if applicable, resubmitted no more than 120 days before the Note Date and no later than on the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Have all credit reports (including the Loan Prospector credit reports) dated no more than 120 days before the Note Date and no later than on the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Receive an automated underwriting service (AUS) status of "complete" on the Last Feedback Certificate before closing of the Mortgage

•
Comply with all of the requirements of this Section 2.2.1

•
Have a Delivery Date, if delivered through MIDANET®, or a Settlement Date, if sold through the Freddie Mac Selling System (Selling System), that is not more than 12 months after the Note Date (i.e., the Mortgage is not a Seasoned Mortgage). (See the Glossary definition of Seasoned Mortgage and Seasoned Mortgage for a Newly Constructed Home.)
1.
Representation and warranty relief for Borrower creditworthiness
Relief from the creditworthiness representations and warranties (see Sections 37.1, 37.7, 37.12, 37.15, 37.16 and 37.16.1) granted to a Seller are valid for the life of the Mortgage, provided all of the following conditions are met:

•
The Last Feedback Certificate returned a Risk Class of:

•
Accept, or

•
Caution, A-minus eligible and the Mortgage complied with Chapter C33
•
The Mortgage and the Seller comply with all requirements of the Purchase Documents including, but not limited to, Sections 2.2.1 and 22.20
•
The Last Feedback Certificate returned no more than 120 days before the Note Date and no later than the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes) complies with Section 2.2.1 and matches the terms of the transaction delivered to Freddie Mac

•
The Mortgage was not sold to Freddie Mac as a Seller-Owned Modified Mortgage, Seller-Owned Converted Mortgage, Seasoned Mortgage or Seasoned Mortgage for a Newly Constructed Home

•
Information entered into Loan Prospector was true, complete and accurate

•
The property address returned on the Last Feedback Certificate is the address of the Mortgaged Premises

•
The Mortgage met all applicable manual eligibility requirements found in the Seller's Purchase Documents and the Last Feedback Certificate

•
The Mortgage was not originated based on fraudulent and/or misrepresented information and/or documentation

Representation and warranty relief is terminated if Freddie Mac determines that:

•
The Mortgage was ineligible to have been submitted to Loan Prospector and is a Non-Loan Prospector Mortgage, or

•
The Mortgage is not an Accept Mortgage or an A-minus Mortgage.
2.
Feedback Certificate
•
Transferability of the Last Feedback Certificate
The Last Feedback Certificate may be transferred without restriction prior to delivery of the Mortgage to Freddie Mac. However, the Last Feedback Certificate and the conditions indicated on it are effective only with respect to Freddie Mac and only when the Mortgage is delivered to Freddie Mac by a Freddie Mac Seller in compliance with the Seller's Purchase Documents. (An example of a Loan Prospector Feedback Certificate is included in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.)

•
Last Feedback Certificate
•
Is based on true, complete and accurate data as required by a Seller's Purchase Documents

•
Is generated by Loan Prospector from the last submission to Loan Prospector no more than 120 days before the Note Date and no later than the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes)

•
Represents the terms of the Mortgage delivered to Freddie Mac

•
Is used by Freddie Mac to determine the Risk Class, Documentation Level and, if applicable, the Credit Score/Loan-to-Value (CS/LTV) postsettlement delivery fees (delivery fees) (A-minus fees). May be used by Freddie Mac to determine the Indicator Score/Loan-to-Value delivery fee in the event the Seller delivers the Loan Prospector Key Number but not the Indicator Score for a Loan Prospector Mortgage.

•
Must be retained in the Mortgage file

In delivering the Mortgage to Freddie Mac, the Seller represents and warrants that the Feedback Certificate retained in the Mortgage file is the Last Feedback Certificate and meets all of the requirements for the Last Feedback Certificate stated above. If Freddie Mac subsequently determines that the Feedback Certificate in the Mortgage file is not the Last Feedback Certificate, any representation and warranty relief, Documentation Levels granted and/or payment or non-payment of fees are subject to change based on the actual contents of the Mortgage file.
•
Delivery of a Loan Prospector Mortgage
A Mortgage that was processed through Loan Prospector and received a complete assessment (a Risk Class of Accept or Caution) on the Last Feedback Certificate must be delivered to Freddie Mac no more than 12 months after the Note Date, if the Mortgage is delivered through MIDANET, or must have a Settlement Date no more than 12 months after the Note Date, if the Mortgage is sold through the Selling System in compliance with the Seller's Purchase Documents. The benefits and terms associated with Loan Prospector Mortgages (e.g., special product eligibility rules, relief from the representations and warranties for creditworthiness [credit reputation and capacity] and value, condition and marketability of the Mortgaged Premises) do not apply to Seasoned Mortgages.

Example 1:
If a Mortgage receives an Accept Risk Class, and the loan is delivered through MIDANET more than 12 months after the Note Date (i.e., a Seasoned Mortgage), the Mortgage is considered a Non-Loan Prospector Mortgage and the relief from representations and warranties for credit reputation and capacity that were associated with the Accept Risk Class terminate.

Example 2:
Prior to the Note Date, the Seller manually underwrites the Mortgage (i.e., the Mortgage is not submitted to Loan Prospector on or before the Note Date). After the Note Date, the Seller submits the Mortgage to Loan Prospector. The Mortgage is considered a Non-Loan Prospector Mortgage.

Example 3:
The Seller submits the Mortgage to Loan Prospector two times.

•
Submission 1 on June 1 is a $200,000 loan amount and receives an Accept Risk Class

•
Submission 2 on June 2 is a $220,000 loan amount and receives a Caution Risk Class

•
The Mortgage is closed on June 3

The Seller delivers the $200,000 Mortgage as an Accept Mortgage. Because the Mortgage delivered does not match the Last Feedback Certificate, representation and warranty relief, Documentation Levels granted and/or payment or non-payment of postsettlement delivery fees are subject to change based on the actual contents of the Mortgage file (i.e., the Mortgage that was delivered was different from the Mortgage in Submission 2).

Example 4:
If a Mortgage for a Newly Constructed Home receives an Accept Risk Class and has not been modified since the Effective Date of Permanent Financing, and the Mortgage is delivered after the 18-month Credit/Construction/Settlement Period, (i.e., a Seasoned Mortgage for a Newly Constructed Home), the Mortgage is considered a Non-Loan Prospector Mortgage and the relief from representations and warranties for credit reputation and capacity that were associated with the Accept Risk Class terminate.



	(b)
	Key Number
The Key Number is a unique number assigned to a Mortgage by Loan Prospector when the Mortgage is first submitted to Loan Prospector. The Key Number is returned to the Seller on the Feedback Certificate and is used by the Seller and Freddie Mac to identify an individual Mortgage (e.g., a purchase, a refinance, etc.) from application through closing and delivery.

A Key Number is valid for use with only one Mortgage. Once that Mortgage has been closed, regardless of whether the Mortgage is sold to Freddie Mac, the Key Number may be used only in delivering that Mortgage to Freddie Mac or for the Seller's quality control process. The Key Number from a previously closed Mortgage may not be re-used to process or originate another Mortgage. Additionally, if the Borrower has more than one Mortgage in process, each loan must have a separate application and a different Key Number.

If, prior to closing of the Mortgage, the application is declined or withdrawn and then subsequently reactivated, or if the application remains in process for an extended period of time, the lender may resubmit the Mortgage to Loan Prospector using the original Key Number, provided Freddie Mac has not removed the Key Number from Loan Prospector.

For each Loan Prospector Mortgage delivered to Freddie Mac, the Seller is required to include the Key Number in the "AUS #" field of Form 11, Mortgage Submission Schedule, or Form 13SF, Mortgage Submission Voucher, as applicable. A Mortgage delivered without a Key Number will be considered a Non-Loan Prospector Mortgage.

The Seller is not required to deliver the Key Number on the following Mortgages, as they are considered Non-Loan Prospector Mortgages:

•
Mortgages, other than Home Possible® Mortgages, submitted to Loan Prospector on or before the Note Date that received an AUS status of invalid, ineligible or incomplete; Seller must deliver the Key Number for Home Possible Mortgages that received an AUS status of invalid, ineligible or incomplete

•
Mortgages submitted to Loan Prospector after the Note Date

•
Mortgages submitted to Loan Prospector on or before the Note Date, but delivered as Seasoned Mortgages, Seasoned Mortgages for Newly Constructed Homes, Seller-Owned Converted Mortgages or Seller-Owned Modified Mortgages



	(c)
	Transaction processing issues
Loan Prospector may return an evaluation status of invalid, ineligible or incomplete. If resubmission with new and/or corrected information does not correct the status, the Mortgage cannot be processed through Loan Prospector. The Mortgage must be manually underwritten and delivered as a Non-Loan Prospector Mortgage.



	(d)
	Risk Class
The Risk Class on the Last Feedback Certificate establishes the extent of underwriting required. Based on its analysis of the data, Loan Prospector will return a Risk Class of:

•
Accept, or

•
Caution
1.
Accept Mortgage
An Accept Mortgage is a Loan Prospector Mortgage that receives a Risk Class of Accept. An Accept Risk Class confirms that Loan Prospector has determined that the Borrower's credit worthiness is acceptable, provided that the requirements in Chapter 37 applicable to Accept Mortgages are met.
2.
Caution Mortgage
A Caution Mortgage is a Loan Prospector Mortgage that receives a Risk Class of Caution. A Caution Mortgage may be eligible for A-minus. The Feedback Certificate will specify if a Mortgage is eligible for A-minus.

A Loan Prospector Mortgage that receives assessment results of eligible for A-minus and that meets the requirements of Chapter E33 is eligible for sale as an Affordable Merit Rate® Mortgage. A Loan Prospector Mortgage that receives assessment results of eligible for A-minus and that does not meet the requirements of Chapter E33 may still be eligible for sale as an A-minus Mortgage if it meets the requirements of Chapter C33. If a Loan Prospector Mortgage receives assessment results of eligible for A-minus, but does not meet the requirements of Chapter C33, the Mortgage is not eligible for sale to Freddie Mac as an A-minus Mortgage, but may be eligible for sale as a Caution Mortgage in accordance with the requirements of Chapter 37.

For a Caution Mortgage that is not eligible for A-minus, the Caution Risk Class indicates that the Mortgage is unlikely to comply with Freddie Mac's eligibility and underwriting requirements because there is a strong indication of excessive layering of risk as described in Section 37.1. The Seller must determine that the Mortgage is acceptable by manually underwriting the Mortgage (see Sections 37.1, 37.7 and 37.8).

Even if the Seller determines a Caution Mortgage is acceptable, a postsettlement delivery fee (delivery fee) will be assessed and billed to the Seller in conjunction with the sale of the Mortgage. Standard delivery fee rates are indicated in Exhibit 19, Postsettlement Delivery Fees. Delivery fees are paid in accordance with the delivery fee provisions outlined in Section 17.2.



	(e)
	Documentation Level
The Documentation Level shown on the Last Feedback Certificate indicates the minimum level of documentation that Freddie Mac will accept for the Mortgage. The Documentation Level for users of Loan Prospector Classic will be identified in a feedback message under the Documentation Guidelines section of the Feedback Certificate.

Specific feedback messages will describe the type of documentation needed for employment, income and asset verification based on the data input into the Loan Prospector system. The specific feedback messages are for guidance purposes only. The Seller must refer to Sections 37.21 through 37.23 for complete details of Accept Plus, Streamlined and Standard Documentation Level requirements.

If the Mortgage delivered to Freddie Mac does not comply with the requirements of the Last Feedback Certificate, Section 2.2.1 or other applicable sections of the Guide or the Seller's other Purchase Documents, Freddie Mac may require additional documentation.



	(f)
	Accept Plus Documentation Mortgage
An Accept Plus Documentation Mortgage requires minimal source of income and asset documentation. See Section 37.21.1.

The use of Stated Income and Stated Debt is allowed for Accept Plus Documentation Mortgages if the Seller accurately provided Loan Prospector with all income and debt information stated on the Mortgage application and all other information Seller provided to Loan Prospector is true, complete and accurate.



	(g)
	Streamlined Accept Documentation
A Streamlined Accept Documentation Mortgage requires more documentation than an Accept Plus Documentation Mortgage, but significantly less than a Standard Documentation Mortgage. However, unlike an Accept Plus Documentation Mortgage, the Seller must determine the Borrower's stable monthly income. See Section 37.22.



	(h)
	Standard Documentation
Standard Documentation is required for higher-risk Accept Mortgages, A-minus Mortgages, Caution Mortgages and all Non-Loan Prospector Mortgages. This is the most comprehensive level of documentation. See Section 37.23.



	(i)
	Minimum Assessment Feedback
The Minimum Assessment Feedback (MAF) shown on the Loan Prospector Feedback Certificate indicates the least comprehensive appraisal or inspection report required for a particular Loan Prospector Mortgage. The MAF also indicates whether a Loan Prospector Mortgage is eligible for the Property Inspection Alternative (PIA).

Complete details regarding MAF can be found in Chapter 44.



	(j)
	Accuracy of data
Loan Prospector requires submission of specific data elements in order to process the information and return a complete decision with a Risk Class and Documentation Level. Complete details of the required and optional data fields as well as the data field specifications can be found in the Loan Prospector Functionality Guide or at http://www.freddiemac.com/learn.

The Seller must insure that the identifying information for any Borrower and property (name, current and previous address and social security number and property address) are true, complete and accurate and that they are properly input into Loan Prospector on or before the Note Date (see Sections 2.2.1 and 23.6 for exceptions). Except as stated in Sections 2.2.1(f) and 2.2.1(k), all data that was submitted to Loan Prospector for the Last Feedback Certificate must be true, complete and accurate.



	(k)
	Submission/resubmission requirements
The final Risk Class and Documentation Level must be based on submission of accurate data to Loan Prospector, prior to the closing of the Mortgage. Resubmission of a Mortgage to Loan Prospector prior to the closing of the Mortgage is required if:

•
Information on the previous submission was not true, complete or accurate

•
The most recent submission (including the date of the Loan Prospector credit report(s)) exceeds the date requirements in Section 37.10(i). See Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes.

•
Any information used by Loan Prospector changes; however, a change from the previous submission involving the following does not require resubmission:

Debts/income:
•
The monthly debt payment (including monthly housing expense [see Section 37.15]) decreases

•
For Home Possible Mortgages, resubmission is required if the income used to qualify the Borrower (as described in Section A34.9(e)) increases

•
The income for any Borrower decreases and/or the monthly debt payment (including monthly housing expense) increases, and

•
The total difference does not change the total debt-to-income ratio by more than 3%, and

•
The total debt-to-income ratio on the previous submission did not exceed 45%

Assets/reserves:
•
The amount of verified assets increases

•
The amount of verified reserves increases

•
The amount of verified reserves decreases by no more than 10%

Loan amount:
•
The loan amount decreases by no more than 1% on a refinance transaction and at the time of the most recent Loan Prospector submission mortgage insurance is not required on the Mortgage

•
The loan amount decreases by no more than 1% on a refinance transaction and at the time of the most recent Loan Prospector submission mortgage insurance on the Mortgage is required, and

•
The change does not impact the amount of the mortgage insurance coverage, and

•
The amount of the mortgage insurance premium collected by the Seller is based on the new loan amount and the Seller obtains a new mortgage insurance certificate

Any other changes in the information used by Loan Prospector require resubmission.

For example:

The Borrower's monthly debt payment (including the monthly housing expense) decreases and the Borrower's income decreases, but the total debt-to-income ratio on the previous submission was 46%. Based on the revised monthly debt payment and income figures, the total debt-to-income ratio increases by 4%.

This Mortgage must be resubmitted to Loan Prospector because the Borrower's income decreased and the total debt-to-income ratio on the previous submission was greater than 45% and the change in the debt to income ratio was more than 3%. If the only change in the Mortgage had been a decrease in the monthly debt payment (including the monthly housing expense), resubmission would not have been required.

If a Mortgage is resubmitted to Loan Prospector, the Risk and/or Documentation Classes might change. However, Loan Prospector minimizes the number of times that the Documentation Class will change, even if the Risk Class changes.



	(l)
	Significant inaccurate information
If the Seller determines the decision repository file used to create the Selected Borrower's credit report contains significant inaccurate credit information, the Seller must consider the Loan Prospector decision invalid and manually underwrite the Mortgage as a Non-Loan Prospector Mortgage (see Section 37.5).



	(m)
	Compliance with Loan Prospector requirements
If the Mortgage and/or the Seller fail to comply with all Loan Prospector requirements, including submission of true, complete and accurate data to Loan Prospector on or before the Note Date (see Sections K33.9(b) and K33.10 for exceptions for Mortgages for Newly Constructed Homes), the benefits and terms associated with the Loan Prospector Mortgage may not apply and the Mortgage may be subject to the terms and requirements for a Non-Loan Prospector and/or a Manually Underwritten Mortgage.



	(n)
	Loan Prospector fees
Each Seller/Servicer that uses Loan Prospector (either directly or through an authorized agent) will pay fees to Freddie Mac and will reimburse Freddie Mac for expenses in accordance with the fee schedule included in this Guide as Exhibit 18, Loan Prospector® Price Structure. These fees and expenses will be billed to the Seller/Servicer and paid by the Seller/Servicer in accordance with the provisions of the Loan Prospector User Agreement included in this Guide as Exhibit 15, Loan Prospector® User Agreement.


2.3: Limitation on the number and amount of Mortgage purchases and commitments (04/25/06)
Freddie Mac reserves the right to:

	•
	Limit the number and/or aggregate dollar amount of Mortgage commitments it will accept from any Seller. Maximums are subject to change by Freddie Mac at any time without prior notice or publication


	•
	Establish the Maximum Annual Mortgage Purchase Amount that Freddie Mac will purchase from a Seller in any calendar year. Freddie Mac will notify a Seller in writing if Freddie Mac has established a Maximum Annual Mortgage Purchase Amount for that Seller for that calendar year and will inform the Seller of the maximum amount for that year. The Maximum Annual Mortgage Purchase Amount will not be adjusted by a purchase tolerance, and the purchase tolerances in Sections 8.7 will not apply to the Maximum Annual Mortgage Purchase Amount.


	•
	Establish maximum Mortgage purchase amounts for timeframes other than one year


	•
	Establish maximum purchase amounts for specific types of Mortgages based on Mortgage characteristics or any other basis Freddie Mac deems appropriate, at its sole discretion


	•
	Establish minimum Mortgage purchase amounts


2.4: Limitation on the number and amount of Home Mortgages (12/16/02)
Freddie Mac reserves the right to limit the number and/or aggregate dollar amount of Home Mortgages it will purchase in any subdivision, tract, Condominium Project, Planned Unit Development (PUD), or ground lease community.

2.5: Use of proceeds (12/16/02)
Freddie Mac expects that a dollar amount equal to the amount paid to the Seller under a Purchase Contract will be reinvested by the Seller within 180 days of the Funding Date in Mortgages eligible for purchase by Freddie Mac.

2.6: Race or racial composition of a neighborhood (12/16/02)
Race and the racial composition of a neighborhood are not considered appraisal factors. Freddie Mac will not purchase any Mortgage supported by an appraisal report that makes reference to race or the racial composition of the neighborhood.

2.7: Future advances made before purchase (06/17/08)
Freddie Mac will purchase Home Mortgages on which future advances have been made before the Delivery Date, provided that:

	•
	The advances have been consolidated with the outstanding principal amount secured by the Mortgage, and the secured principal amount, as consolidated, bears a single interest rate and repayment term


	•
	The lien securing the consolidated principal amount is expressly insured as having First Lien priority by a title insurance policy, by an endorsement to the policy insuring the consolidated mortgagee's interest or by other title evidence acceptable to Freddie Mac as specified in this Guide


	•
	The consolidated principal amount does not exceed the original loan amount


Sellers originating Mortgages on Uniform Instruments that do not contain a covenant permitting future advances, and who wish to allow future advances, may execute a rider permitting future advances. The rider must contain language providing that the terms shall have no force or effect subsequent to a specified date which must be before the sale of the Mortgage, in whole or in part, to Freddie Mac. In addition, the rider must contain the following provision:

	
	Notwithstanding the foregoing provisions, the ability of the lender, its successors and assigns, to enforce the repayment of future advances made prior to the sale of the Mortgage to Freddie Mac shall remain in full force and effect.


2.8: Advances made after purchase (12/16/02)
On Home Mortgages that have been Purchased in Whole or in Part by Freddie Mac, the Seller or Servicer may not make additional advances.

2.9: Assumption of Mortgage (02/17/05)
A Mortgage not owned by Freddie Mac with respect to which the original Borrower has conveyed the Mortgaged Premises to a new owner is eligible for purchase by Freddie Mac, provided that the new owner is obligated by a written assumption agreement to repay the indebtedness secured by the Mortgaged Premises and has been fully underwritten and qualified according to the requirements of Chapter 37 and the provisions of any other Guide sections applicable to the particular Mortgage being assumed. For example, if the Mortgaged Premises is a Manufactured Home, the provisions of Chapter H33 must be satisfied, or if the Mortgage is an Initial InterestSM Mortgage, the terms of Chapter J33 must be satisfied. See Chapter 60 for requirements for the assumption of a Mortgage owned by Freddie Mac.

2.10: Notice (08/21/06)
	(a)
	Seller/Servicer notices to Freddie Mac
Except as otherwise provided in the Guide or other Purchase Documents, any communication, advice, consent, document, notice or direction given, made, sent or withdrawn by the Seller/Servicer pursuant to the Purchase Documents must be in writing and will be deemed to have been duly given to and received by Freddie Mac on the day such communication, advice, consent, document, notice or direction is actually received by Freddie Mac at the address specified below:

Address: In writing to Freddie Mac (see Directory 1) by first class mail

Other addresses may be substituted for the above upon notice of the substitution.



	(b)
	Freddie Mac notices to Seller/Servicer
Any communication, advice, consent, document, notice or direction given, made, sent or withdrawn by Freddie Mac pursuant to the Purchase Documents may be in writing or may be in electronic form in accordance with Section 1.3 of the Guide. Such notice will be deemed to have been duly given to the Seller/Servicer on the date such communication, advice, consent, document, notice or direction is:

•
Received in writing by first class mail by the Seller/Servicer at the address set forth in the Purchase Documents, or

•
Received in electronic form (e-mail) as an Electronic Record by the Seller/Servicer's computer information processing system at its Internet e-mail address provided to Freddie Mac by the Seller/Servicer, or

•
Received in electronic form (facsimile) as a Record or Electronic Record by the Seller/Servicer's electronic facsimile machine or system at the facsimile telephone number provided to Freddie Mac by the Seller/Servicer

Other addresses may be substituted for the above upon notice of the substitution.


2.11: Borrower inquiries (06/06/03)
If a Borrower inquires about the ownership of his or her Mortgage, and Freddie Mac owns the Mortgage, the Seller/Servicer must inform the Borrower that Freddie Mac owns the Mortgage once the Borrower's identity is verified. If the Seller/Servicer is unable, in a telephone conversation, to verify that it is the Borrower who is requesting the information, the Borrower's request for information must be made in writing. If requested, the Seller/Servicer must also provide the Borrower with Freddie Mac's address, telephone number and the Freddie Mac loan number associated with the Borrower's Mortgage, and the Seller/Servicer must explain to the Borrower that it services the Mortgage for Freddie Mac.

If the Seller/Servicer provides the Borrower with the required information in a telephone conversation, the Seller/Servicer must follow up by providing the same information to the Borrower in writing.

The Freddie Mac address and telephone number that the Seller/Servicer must provide to the Borrower are:

	
	FREDDIE MAC
8200 JONES BRANCH DR
MCLEAN, VA 22102
(800) FREDDIE


A Seller/Servicer must respond promptly to a Borrower's inquiry and provide the Borrower with accurate information about the Borrower's Mortgage, including whether or not the Mortgage is assumable. If a Mortgage is assumable, the Seller/Servicer must disclose and explain the terms of assumption approval to the Borrower.

(See Sections 51.3, 53.3 and 56.11 through 56.13 for additional Servicing obligations relating to Borrower inquiries.)

2.12: Sale of Mortgages by Freddie Mac (09/10/01)
Freddie Mac may, from time to time, sell in whole or in part Mortgages it has purchased pursuant to the Purchase Documents. Freddie Mac will attempt to make the sales in a manner that causes as little disruption as possible to the Seller or the Servicer.

2.13: FHA/VA program (09/10/01)
The Seller must obtain Freddie Mac's approval before selling FHA/VA Mortgages to Freddie Mac. The Seller should request this approval by calling either their account manager or (800) FREDDIE.

2.14: Confidentiality agreement with federally chartered savings associations (09/10/01)
This section has been deleted.

2.15: Notification concerning Principals (04/25/06)
A Seller/Servicer is required to notify Freddie Mac (see Directory 1) in writing immediately, and immediately cease doing any Freddie Mac business with the Principal, upon obtaining knowledge of commission of any act or offense by a Principal indicating a lack of integrity or honesty. Such knowledge would include knowledge of a criminal conviction or civil judgment against any Principal for commission of fraud or a criminal offense in connection with negotiating, obtaining, attempting to obtain or performing a public or private agreement or transaction; or commission of embezzlement, theft, forgery, bribery, falsification or destruction of records, perjury, making false statements, misrepresentation, receiving stolen property, conspiracy, making false claims or obstruction of justice.

2.16: Receipt and treatment of confidential information (04/25/06)
Due to its relationship with Freddie Mac as an approved Seller/Servicer, Freddie Mac may provide the Seller/Servicer with information and documentation that Freddie Mac has identified as "confidential information." Such confidential information may include, but is not limited to, information and documentation concerning the development, negotiation, operation or terms of various products, programs, technology, business terms, trade secrets, certain commercial and financial information, and/or "material inside information" within the meaning of the federal securities laws. Confidential information may include confidential information belonging to third parties.

	(a)
	The Seller/Servicer must treat all confidential information and all information or materials prepared from confidential information, defined as "derivative information," as strictly confidential and proprietary. The Seller/Servicer must not release or disclose or permit the release or disclosure of the confidential information or the derivative information, or any portion thereof, for any purpose at any time except to the extent:

•
Allowed by this section

•
Expressly required or consented to by Freddie Mac in writing, or

•
Ordered by a court or administrative agency

In the event the Seller/Servicer anticipates that it may be required, for any reason, to release or disclose confidential information or derivative information, the Seller/Servicer shall immediately notify Freddie Mac (see Directory 1) to allow Freddie Mac to take any actions it deems necessary to prevent or limit the release or disclosure of the confidential information or derivative information in question.


	(b)
	The Seller/Servicer shall not copy or permit copies to be made of the confidential information, the derivative information, or any portion thereof, except to the extent necessary for Servicing or other obligations to Freddie Mac or unless prior written consent from Freddie Mac has been obtained. The Seller/Servicer shall mark "Confidential" in a prominent location on all confidential information, derivative information and on all copies.


	(c)
	If necessary for Servicing or other obligations to Freddie Mac, the Seller/Servicer may provide confidential information, derivative information, and copies thereof, to those officers, directors, principals, partners, employees of the Seller/Servicer, regulators, auditors, counsel and accountants who are necessary for such performance. The Seller/Servicer must notify any such individuals receiving such confidential information or derivative information that such individual has the same obligations as the Seller/Servicer to keep the confidential information or derivative information confidential.


	(d)
	Confidential information and derivative information do not include any information that is:

•
Generally available to the public

•
Provided to the Seller/Servicer by a third party that is not itself under a confidentiality obligation with respect to the information, or

•
Independently developed by the Seller/Servicer without use of the confidential information or any portion thereof




2.17: Software license (03/20/00)
In some circumstances, a Seller/Servicer may receive software and/or software-related documentation from Freddie Mac to facilitate, or in connection with, the Seller/Servicer's communications or relationship with Freddie Mac. If any such software or software-related documentation is not specifically covered by the terms of a separate agreement between Freddie Mac and the Seller/Servicer (collectively, "Distributed Software"), the provisions of this section of the Guide will apply:

	•
	Freddie Mac grants a nonexclusive, nontransferable, revocable license to the Seller/Servicer to use an executable version of the Distributed Software in connection with its communications with Freddie Mac, for such other purposes to which Freddie Mac may consent in writing, and for no other purpose whatsoever. No ownership or other interest in the Distributed Software is granted to the Seller/Servicer, other than the license granted in the first sentence of this paragraph. The Distributed Software is provided for the Seller/Servicer's internal use only, and the Seller/Servicer will not enable or (to the extent within the Seller/Servicer's control) permit any third parties to use the Distributed Software, either directly or through the Seller/Servicer. THE DISTRIBUTED SOFTWARE IS PROVIDED TO THE SELLER/SERVICER IN ITS "AS IS" CONDITION AND ALL EXPRESS AND IMPLIED WARRANTIES ARE EXPRESSLY EXCLUDED, INCLUDING, WITHOUT LIMITATION, THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE. IN NO EVENT WILL FREDDIE MAC HAVE ANY LIABILITY TO THE SELLER/SERVICER OR ANY THIRD PARTY ARISING OUT OF OR RELATED TO THE DISTRIBUTED SOFTWARE. Without limiting the foregoing, the Seller/Servicer will be responsible for confirming that the Distributed Software and the medium in which the Distributed Software is provided are free of "computer viruses" and other potentially destructive code.


	•
	Freddie Mac reserves the right to modify or enhance the Distributed Software at any time and, at its option, may make available to the Seller/Servicer the modified and/or enhanced versions of the Distributed Software. Unless otherwise agreed by Freddie Mac in writing, the Seller/Servicer will use only the most recent version of the Distributed Software provided by Freddie Mac and will follow Freddie Mac's instructions concerning the return or destruction of any prior versions of the Distributed Software. Freddie Mac may at times elect to provide the Distributed Software in electronic form, and the Seller/Servicer will provide Freddie Mac with remote access to all Freddie Mac applications and related software residing at the Seller/Servicer's site to the extent reasonably necessary to enable Freddie Mac to (i) determine the version of the Distributed Software then in use by the Seller/Servicer, and (ii) download the current version of the Distributed Software.


	•
	The Distributed Software constitutes proprietary and confidential information and trade secrets belonging to Freddie Mac and, in some cases, third parties. The Seller/Servicer will treat the Distributed Software as strictly confidential and will not disclose or permit the disclosure of the Distributed Software to any third party whatsoever without Freddie Mac's prior written consent. The Seller/Servicer will not modify, enhance, disassemble or reverse engineer the Distributed Software in any manner or for any reason. The Seller/Servicer will not copy the Distributed Software, in whole or in part, other than for the limited purpose of creating a single archival or backup copy. The Seller/Servicer will reproduce without modification on any copy of the Distributed Software all copyright, confidentiality and other proprietary notices included on the original version or otherwise provided by Freddie Mac.


	•
	Freddie Mac reserves the right to terminate the license granted in this section with respect to any or all Distributed Software at any time and for any reason in its sole discretion, effective immediately upon notice to the Seller/Servicer. Notice from Freddie Mac that it is terminating the Seller/Servicer's status as an approved Freddie Mac Seller/Servicer will automatically constitute notice of termination of the Seller/Servicer's right to use the Distributed Software. Promptly upon termination of the license granted in this section (and in no event later than thirty (30) days after the effective date of such termination), the Seller/Servicer will return to Freddie Mac (or, if requested by Freddie Mac, destroy and certify in writing that it has destroyed) all Distributed Software to which the license has been terminated.


2.18: GoldWorks® Member Subscription Agreement (10/20/08)
This section has been deleted.

2.19: Minority-Owned and Women-Owned Business Enterprises (03/20/00)
It is Freddie Mac's policy to provide the maximum practicable opportunity to Minority-Owned and Women-Owned Business Enterprises to compete fairly as suppliers, contractors and subcontractors in Freddie Mac's business activities, taking into account both price and quality. As an aspect of this policy, Freddie Mac encourages Seller/Servicers to ensure that Minority-Owned and Women-Owned Business Enterprises are given the opportunity to compete fairly in supplying services to Seller/Servicers.

2.20: Loan Prospector® User Agreement (06/06/03)
	(a)
	Terms of Agreement
Each Seller that uses Loan Prospector (either directly or through an authorized agent), by virtue of such use, will be deemed to have agreed to the terms and conditions set forth in the Loan Prospector User Agreement, as included in this Guide as Exhibit 15, Loan Prospector® User Agreement, to the same extent as if the Seller had executed the Agreement as a "User," except to the extent otherwise expressly agreed to by Freddie Mac and the Seller in writing.



	(b)
	Third-Party Use of Loan Prospector
A Seller that uses Loan Prospector may request that a third party be permitted to use Loan Prospector as an agent of Seller. A Seller making such a request must submit it to its Loan Prospector Technology Sales Representative.

Freddie Mac may, in the exercise of its sole and absolute discretion, approve or disapprove such a request. If Freddie Mac approves such a request, it shall do so in the manner specified in Exhibit 29, Agreement of Terms and Conditions for Third-Party Use of Loan Prospector®. Each Seller that receives approval for such third-party use agrees that all such use granted pursuant to Seller's request shall be in accordance with the terms set forth in Exhibit 29, to the same extent as if the Seller had executed the Agreement as a "User."


2.21: Automated Underwriting System Timesharing Agreement (09/10/01)
Each Seller that uses Freddie Mac's Loan Prospector® automated mortgage underwriting system on a timesharing basis to request evaluations with respect to certain Mortgages will be deemed to have agreed to the terms and conditions set forth in the Automated Underwriting System Timesharing Agreement, as included in this Guide as Exhibit 16, Automated Underwriting System Timesharing Agreement, to the same extent as if the Seller had executed the Agreement as a "Customer," except to the extent otherwise expressly agreed to by Freddie Mac and the Seller in writing.

2.22: Gold Cash Xtra® Agreement and Loan Servicing Purchase and Sale Agreement (12/14/04)
Each Seller that transferred and each Servicer that accepted the Transfer of Servicing of Mortgages sold to Freddie Mac through Gold Cash Xtra is deemed to have agreed upon the provisions set forth in the Loan Servicing Purchase and Sale Agreement, as included in this Guide as Exhibit 28, Loan Servicing Purchase and Sale Agreement, to the same degree as if the Seller or Servicer, as applicable, had executed the Agreement, except to the extent otherwise expressly agreed by Freddie Mac in writing.

Note:
Gold Cash Xtra was retired in October 2004.

[image: image2.png]Bl

‘We make home possible




Freddie Mac Single-Family Seller/Servicer Guide – Volume 1
Chapter 3:  Reserved
Chapter 3: Reserved
{Chapter 3 is reserved.}

PAGE  
24

