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Freddie Mac Single-Family Seller/Servicer Guide – Volume 1
Chapter 4:  Seller/Servicer Institutional Eligibility
4.1: General (04/07/03)
This chapter sets forth a Seller/Servicer's obligations relating to the following matters:
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Sellers should also be familiar with Freddie Mac's definitions for the following terms:

	•
	Acceptable Net Worth


	•
	Reviewed Financial Statements


Definitions for these terms are located in the Glossary of this Guide.

4.2: Eligibility criteria (08/15/08)
An institution must be approved by Freddie Mac as a Seller/Servicer before it can sell Mortgages to or service Mortgages for Freddie Mac. Once approved, the Seller/Servicer must comply with all the applicable requirements in the Purchase Documents, including the requirements in this chapter.

The Seller/Servicer warrants that at all times it shall:

	•
	Be a viable organization and, as applicable, able effectively to:

•
Originate or otherwise acquire Mortgages acceptable for sale to Freddie Mac and/or

•
Service Mortgages in a manner acceptable to Freddie Mac




	•
	Maintain an Acceptable Net Worth of $250,000 (see Section 4.3)


	•
	Comply with any additional requirements, as deemed appropriate by Freddie Mac in its sole discretion. Freddie Mac will provide Seller/Servicer with notice of any additional requirements


	•
	Provide audited or Reviewed Financial Statements, as may be required by Freddie Mac, at the time of approval and otherwise as may be required by Freddie Mac, including audited or Reviewed Financial Statements for the Seller/Servicer's parent, subsidiaries, and affiliates


	•
	Maintain fidelity and errors and omissions insurance coverages as set forth in Sections 4.6 through 4.8.1


	•
	Maintain a quality control program that is acceptable to Freddie Mac (see Chapter 48), and


	•
	Be able to demonstrate to Freddie Mac's satisfaction, that it has sufficient capitalization, profitability, liquidity and funding sources to support its ongoing operations and its commitments to Freddie Mac


Freddie Mac's determinations regarding Seller's compliance with the warranties listed above shall be conclusive and in Freddie Mac's sole discretion.

4.3: Acceptable Net Worth requirement (10/06/06)
The Seller/Servicer must at all times maintain an Acceptable Net Worth of $250,000. Freddie Mac may, as it deems appropriate and in its sole discretion:

	•
	Modify a Seller/Servicer's Net Worth requirement


	•
	Impose limitations, restrictions or qualifications on the sale of Mortgages to, or the Servicing of Mortgages for Freddie Mac by any Seller/Servicer, and


	•
	Impose additional requirements on any Seller/Servicer, regardless of the Seller/Servicer's Net Worth


Freddie Mac will provide Seller/Servicer with notice of any modification to Seller/Servicer's Acceptable Net Worth requirement, any limitations, restrictions or qualifications on the sale of Mortgages or Servicing of Mortgages, or additional requirements.

4.4: Financial reporting (08/15/08)
The Seller/Servicer must at all times comply with the following reporting requirements:

	•
	Each Seller/Servicer must submit annual audited financial statements to Freddie Mac, except that:

•
A federally insured depository institution need not submit such statements, and

•
A Seller/Servicer that is approved only to sell Mortgages to Freddie Mac may submit Reviewed Financial Statements




	•
	Each Seller/Servicer that is a subsidiary of another institution and that is required to submit audited financial statements (as noted above) may submit audited financial statements prepared at the Seller/Servicer level or at its parent level, with a consolidating worksheet


	•
	An annual audited report on internal controls is required only if audited financial statements are required by Freddie Mac. This internal control report should be a separate report stating whether the independent public accountant (IPA) noted any material weaknesses during the audit of the financial statements. The report should be prepared in accordance with Interpretation 1 of Statement and Auditing Standards (SAS) No. 60, "Communication of Internal Control Structure Related Matters Noted in an Audit," titled, "Reporting on the Existence of Material Weaknesses" (AICPA, Professional Standards, vol. I, AU sec. 9325).


If audited financial statements and internal control reports are required by Freddie Mac, the audited financial statements and internal control reports must be prepared by an IPA who is a licensed certified public accountant (CPA) or a public accountant licensed on or before December 31, 1970, who complies with the applicable provisions of the public accountancy law and rules of the jurisdiction(s) where the audit is conducted and the jurisdiction(s) in which the IPA is licensed.

Freddie Mac reserves the right to require audited financial statements, audited reports on internal controls, additional financial statements and other information relevant to the Seller/Servicer's eligibility, including audited or Reviewed Financial Statements for the Seller/Servicer's parent, subsidiaries and affiliates, at any time and regardless of the Seller/Servicer's annual eligibility reporting requirements.

4.5: Mortgage bankers financial reporting (08/21/06)
Each Seller/Servicer that is a mortgage banker must submit a complete and accurate Form 1055, Mortgage Bankers' Financial Reporting Form, on a quarterly basis. For reporting purposes, mortgage bankers are firms, other than federally insured depositories, that originate Mortgages for sale in the secondary market and/or service Mortgages. This definition includes Sellers/Servicers that are mortgage banker subsidiaries of federally insured depositories.

Form 1055 must be submitted in accordance with the following requirements:

	•
	For reporting periods ending March 31, June 30 or September 30, Form 1055 must be filed no later than 30 days after the end of the reporting period. For reporting periods ending on December 31, the Form 1055 must be filed no later than 60 days after the end of the reporting period. Mortgage bankers with fiscal years that do not end on December 31 should refer to the instructions that accompany the Form 1055 on the web site noted below before completing the report.


	•
	Form 1055 must be completed and submitted on-line at http://www.mbfrf.org. You may print the Form 1055 from the web site.


Failure to submit a complete and accurate Form 1055 within the prescribed timeframe may result in suspension or disqualification of the Seller/Servicer, at Freddie Mac's sole discretion.

4.6: Seller/Servicer insurance requirements (10/08/05)
	(a)
	Coverage levels
1.
Limits of insurance
The Seller/Servicer must maintain in effect, at all times and at its expense, a fidelity bond and a mortgagee's errors and omissions (E&O) insurance policy.

If the Seller/Servicer uses its parent's bond or policy, as permitted in Section 4.6, the minimum limit of insurance must be based on the consolidated base amount for the parent and for all institutions related to the parent that are covered by the parent's bond or policy, as applicable.

Freddie Mac will accept bonds or policies that provide for an aggregate limit of insurance for a bond's or policy's term provided that the aggregate at least equals the minimum limit per loss or occurrence calculated in accordance with this Section 4.6.

For fidelity bond and E&O insurance, the higher minimum Freddie Mac Multifamily coverage limit applies if:

•
The Seller/Servicer is also a Freddie Mac Multifamily Seller/Servicer,

•
The required fidelity or mortgagee's E&O coverage is provided under the same insurance contract that covers both Home Mortgages and Multifamily Mortgages and

•
The Freddie Mac Multifamily Seller/Servicer Guide requires a higher limit of fidelity or mortgagee's E&O coverage.

a.
Limits of fidelity bond
The minimum acceptable limits per fidelity loss or occurrence are as follows:
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*

Base = The highest of total annual Home Mortgage and Multifamily Mortgage origination, sale or servicing volume including Home Mortgages and Multifamily Mortgages held in portfolio and those sold to or serviced for others.

--------------------------

b.
Limits of E&O insurance
Mortgagee's E&O coverage must be maintained at a minimum limit equal to the higher of (i) $300,000 or (ii) 20% of the fidelity coverage required in the table above. If the base consists of Home Mortgages only, the limit of mortgagee's E&O insurance may be capped at $10 million.

For mortgagee's E&O insurance, Freddie Mac will accept policies providing coverage per Mortgage if the insurance limit per Mortgage is no less than the unpaid principal balance (UPB) of the largest Mortgage originated and/or sold by the Seller or serviced by the Servicer, whichever is highest.

For mortgagee's E&O insurance, Freddie Mac will accept a policy that provides lower limits of insurance for losses other than those caused by lack or insufficiency of property insurance on Mortgaged Premises, if any such lower limit of insurance is the maximum liability that the insurer will assume for similar losses by institutions similar to the Seller/Servicer.

Examples of calculations of the required minimum insurance limits are as follows:
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*

$300,000 in mortgagee's E&O coverage (the higher of $300,000 or 20% of the required fidelity coverage)

**

$405,000 in mortgagee's E&O coverage (the higher of $300,000 or 20% of the required fidelity coverage)

2.
Deductibles
The maximum deductible allowed for any one fidelity loss is the higher of (i) 5% of the minimum limit of fidelity insurance required by Freddie Mac or (ii) $100,000.

The maximum deductible allowed for any one mortgagee's E&O loss is the higher of (i) 5% of the minimum limit of mortgagee's E&O insurance required by Freddie Mac or (ii) $100,000.

The deductible may not be calculated based on the actual limit of insurance in force.

For example, assume:

(i)

Freddie Mac requires a Servicer to maintain at least $5 million in fidelity insurance.

(ii)

The Servicer actually maintains $7 million in fidelity insurance.

Then the maximum deductible allowed is 5% of (i).



	(b)
	Acceptable insurer
Freddie Mac will accept coverage underwritten by an insurer that is rated A- (A-minus) or better by the A.M. Best Company.



	(c)
	Parent institution's coverage
When the Seller/Servicer is a subsidiary of an institution with fidelity and/or mortgagee's E&O insurance that meets Freddie Mac's requirements, Freddie Mac will accept the insurance of the Seller/Servicer's parent as adequate for the Seller/Servicer if:

•
The Seller/Servicer is named as joint insured, and

•
Coverage under the parent's policy or policies of insurance does not restrict or otherwise limit the Seller/Servicer's ability to comply with all of Freddie Mac's insurance requirements



	(d)
	Other obligations of the Seller/Servicer
The Seller/Servicer must maintain at its offices a complete and accurate copy of its fidelity bonds and mortgagee's E&O policies for the current year and the past five years. Copies of these bonds and policies shall be provided to Freddie Mac upon request.

The Seller/Servicer authorizes Freddie Mac to obtain copies of the bonds and policies and all related information from the Seller/Servicer's insurer and/or agent or representative of the insurer.

Freddie Mac's requirements for fidelity and mortgagee's E&O insurance do not diminish, restrict or otherwise limit the Seller/Servicer's responsibilities and obligations stated in the Purchase Documents.

The Seller/Servicer must familiarize itself with the terms of the fidelity and mortgagee's E&O coverages and take all actions necessary to preserve the coverage and maximum benefits of such insurance for the Seller/Servicer and Freddie Mac, as applicable.


4.7: Fidelity insurance coverage (10/08/05)
	(a)
	Documentation
Fidelity insurance coverage may be documented on a bond form acceptable to Freddie Mac or on the standard bond form currently mandated by or acceptable to the government agency that has regulatory or supervisory authority over the Seller/Servicer. If the Seller/Servicer is not regulated or supervised, Freddie Mac will accept coverage documented on the bond form commonly issued to institutions similar to the Seller/Servicer. The coverage may be provided in policy forms with names that include, but are not limited to, Fidelity Bond, Mortgage Bankers Bond, Financial Institution Bond, Financial Institution Crime Policy or Bankers Blanket Bond. Whichever policy form is relied upon to document the coverage required by Freddie Mac, the Seller/Servicer warrants that the terms of such coverage meet all of the requirements in Section 4.7(b).



	(b)
	Scope
Fidelity insurance coverage must protect the Seller/Servicer against loss resulting from dishonesty, theft and/or fraud committed by officers and/or employees of the Seller/Servicer as well as by persons duly authorized to act on the Seller/Servicer's behalf in the origination and/or sale of Mortgages and/or Servicing of Mortgages or Real Estate Owned (REO), including, but not limited to, the following:

•
Employees of outside firms while providing legal services to the Seller/Servicer or performing as data processors of checks or other accounting records for the Seller/Servicer — unless such firms have provided to the Seller/Servicer satisfactory evidence of fidelity insurance at least equal to that required of the Seller/Servicer by Freddie Mac

•
Persons assigned to the Seller/Servicer through an intervening employer or agency to perform the usual duties of an employee of the Seller/Servicer on a contingent or temporary basis, and

•
Interns

Fidelity insurance must also:

•
Protect Freddie Mac, as an investor, against losses that Freddie Mac incurs in connection with dishonesty, theft and/or fraud committed by any partner, sole proprietor or major shareholder of the Seller/Servicer

•
Not be limited solely to dishonesty, theft and/or fraud committed for improper personal gain

•
Provide that the insurer will name Freddie Mac, as an investor, as sole loss payee on payment drafts the insurer issues for losses that Freddie Mac incurs in connection with acts covered by the insurance, and

•
Give Freddie Mac, as an investor, the right to file a claim directly with the insurer for losses that Freddie Mac incurs in connection with acts covered by insurance, irrespective of whether the Seller/Servicer tenders a claim under the bond in connection with the events that give rise to the claim filed by Freddie Mac




4.8: Mortgagee's E&O insurance coverage (10/08/05)
	(a)
	Documentation
Mortgagee's E&O insurance coverage must be documented on policy forms commonly issued to institutions similar to the Seller/Servicer. The coverage may be provided in policy forms with names that include, but are not limited to, Mortgage Bankers Bond, Mortgage Errors & Omissions, Mortgage Impairment, Mortgage Holders Liability, Professional Liability or Mortgage Protection. Whichever policy form is relied upon to document the coverage required by Freddie Mac, the Seller/Servicer warrants that the terms of such coverage meet all of the requirements in Section 4.8(b).



	(b)
	Scope
The coverage must protect the Seller or Servicer against loss resulting from negligence, errors or omissions committed by the persons required to be covered by the Seller/Servicer's fidelity insurance, under Section 4.7(b), while performing their duties with respect to Mortgages originated and/or sold by the Seller and/or Mortgages or REO serviced by the Servicer. Such duties include, but are not limited to, the following:

•
Determining whether the Mortgaged Premises are located in Special Flood Hazard Areas (SFHA) as defined by the Director of the Federal Emergency Management Agency (FEMA)

•
Ensuring that the Mortgaged Premises are insured in accordance with Chapter 58
•
Maintaining, where applicable, FHA insurance, VA guaranty or mortgage insurance on the Mortgages

•
Complying with applicable reporting requirements of the FHA, VA or MI, and

•
Ensuring the payment of real estate taxes and any other mandatory assessments on the Mortgaged Premises or REO

Mortgagee's E&O insurance coverage must also:

•
Provide that the insurer will name Freddie Mac, as an investor, as sole loss payee on payment drafts the insurer issues for losses that Freddie Mac incurs in connection with acts covered by the insurance, and

•
Give Freddie Mac, as an investor, the right to file a claim directly with the insurer for losses that Freddie Mac incurs in connection with acts covered by the insurance, irrespective of whether the Seller/Servicer tenders a claim under the policy in connection with the events that give rise to the claim filed by Freddie Mac




4.8.1: Seller/Servicer insurance reporting requirements (04/25/06)
	(a)
	Certificate of insurance
Within 30 days of obtaining or renewing fidelity and/or mortgagee's E&O insurance, the Seller/Servicer must submit to Freddie Mac (see Directory 1) a certificate of insurance and related documentation showing the following information:

1.

Name and address of insurer and insurance broker

2.

Bond or policy number

3.

The Seller/Servicer as named insured or joint named insured

4.

Type of insurance and coverage; limit of liability on a per loss, occurrence or mortgage basis (specify) and/or any applicable aggregate limit of coverage; and effective dates of coverage

5.

Deductible amounts

6.

Any endorsement or optional coverage modifying the original bond or policy if the endorsement or optional coverage reinforces compliance with Freddie Mac's requirements or effectively reduces the coverage required by Freddie Mac. Reference to a form number is not acceptable. A copy of the endorsement or optional coverage is required if the endorsement or optional coverage cannot be summarized substantively on the certificate.

7.

The insurer's agreement to notify Freddie Mac (see Directory 1) at least 30 calendar days before the insurer, on its own initiative, cancels or non-renews the Seller/Servicer's coverage for any reason

8.

The insurer's agreement to notify Freddie Mac (see Directory 1) within 10 Business Days after the insurer, on its own initiative, reduces or restrictively modifies the Seller/Servicer's coverage for any reason or, at the Seller/Servicer's request, cancels or non-renews the Seller/Servicer's coverage

9.

The insurer's agreement to notify Freddie Mac (see Directory 1) within 10 Business Days after the insurer's payment to the Seller/Servicer of a claim that (i) applies to a coverage written with an aggregate limit of insurance and (ii) depletes such aggregate limit of insurance by more than 50%



	(b)
	Annual certification
The Seller/Servicer must certify compliance with Freddie Mac's requirements for fidelity and mortgagee's E&O insurance on Form 16SF, Annual Eligibility Certification Report, submitted in accordance with Sections 4.9 and 4.10.



	(c)
	Notice of loss or change in coverage
The Seller/Servicer must report to Freddie Mac (see Directory 1) the following events within 10 Business Days of their occurrence using Form 1107SF, Seller/Servicer Change Notification Form, submitted in accordance with provisions of Section 4.11:

•
The determination that any single act of embezzlement, theft of funds or fraud or mortgagee's E&O loss has caused loss exceeding $100,000, whether or not Freddie Mac's interests are affected or a claim is filed with the insurer, or

•
The receipt of a notice from the insurer that the insurer has taken or intends to take action to cancel, reduce, not renew or restrictively modify the Seller/Servicer's fidelity and/or mortgagee's E&O insurance for any reason. The Seller/Servicer must include a copy of the insurer's notice and detail the reasons for the insurer's action or intended action if not stated in the insurer's notice. The Seller/Servicer must also report its effort to obtain replacement coverage or otherwise satisfy Freddie Mac's insurance requirements.




4.9: Annual eligibility certification (08/21/06)
On an annual basis, each Seller/Servicer must submit a complete and accurate Form 16SF, Annual Eligibility Certification Report, and certify that:

	•
	Seller/Servicer accesses the electronic version of the Guide through the link on http://www.freddiemac.com, or has arranged for a current subscription to the electronic Guide via AllRegs® and Seller/Servicer has access to an up-to-date Guide. Seller/Servicer agrees to comply with Guide provisions and requirements, as they may be amended from time to time, as a condition of continuing eligibility, and


	•
	Seller/Servicer is in compliance with the provisions and requirements set forth in the Guide, as they may be amended from time to time, including, but not limited to: Chapter 4, Seller/Servicer Institutional Eligibility; Chapter 48, Seller's In-House Quality Control Program; and Chapter 77, Establishing Investor Accounting Functions, and


	•
	Seller/Servicer is in compliance with all requirements of the Purchase Documents


If the Seller/Servicer does not comply with the above-stated requirements at time of annual eligibility reporting, it must identify on Form 16SF each requirement that it does not meet, identify the timeframe in which it intends to be in compliance and take action to correct any identified noncompliance issues.

If the Seller/Servicer designates a Document Custodian for maintaining Freddie Mac Notes and assignments in accordance with the requirements of Sections 18.2, Custodian eligibility, and 18.3, Contracting with a Custodian, the Seller/Servicer must also certify:

	•
	Its compliance with Sections 18.3, Contracting with a Custodian, and 18.4, Seller/Servicer responsibilities, and


	•
	Its designated Document Custodian's compliance with Section 18.2, Custodian eligibility


In accordance with Section 18.4(b), Seller/Servicer must notify Freddie Mac in writing within one Business Day of learning that its Document Custodian does not comply with any Freddie Mac eligibility requirements. Freddie Mac, at its discretion, may allow the Seller/Servicer a period of time to work with its Document Custodian to ensure that the Custodian takes all necessary steps to meet the eligibility requirements, but reserves the right to immediately terminate a custodial agreement if it deems that to be necessary to protect the safety and security of Freddie Mac's Notes and assignments.

4.10: Annual eligibility reporting requirements (04/25/06)
The following must be completed as of the Seller/Servicer's fiscal year-end and submitted to Freddie Mac (see Directory 1) within 90 days after the end of that fiscal year:

	•
	Form 16SF, Annual Eligibility Certification Report


	•
	Audited or Reviewed Financial Statements, as required by Section 4.4


	•
	Form 1107SF, Seller/Servicer Change Notification Form, if applicable, and


	•
	Any other documentation requested by Freddie Mac


A Seller/Servicer that is suspended from selling Mortgages, but is Servicing Mortgages for Freddie Mac as of its Form 16SF filing date, must also submit the Form 16SF, the Form 1107SF, if applicable, and any other documentation requested by Freddie Mac. Failure to submit any or all of the above within the prescribed timeframe may result in suspension or disqualification of the Seller/Servicer.

The Form 16SF, Annual Eligibility Certification Report, must be submitted electronically in accordance with the provisions of Section 1.3, using Electronic Records and Electronic Signatures via the Internet at the following web site address:

http://www.freddiemac.com/singlefamily/doingbusiness/acctmaintain.html
The Form 16SF may be submitted only by the Seller's or Servicer's authorized representative. Any audited financial statements and auditor's reports required as part of your Form 16SF submission may be submitted electronically as an attachment to the Form 16SF, via e-mail to institutional_eligibility@freddiemac.com, via facsimile or by mail (see Directory 1).

4.11: Changes in Seller/Servicer's organization or status reporting (10/06/06)
A Seller/Servicer must complete and submit the applicable sections of Form 1107SF, Seller/Servicer Change Notification Form, to Freddie Mac (see Directory 1) at least 14 Business Days prior to any of the following events:

	1.
	It undergoes a major change in its ownership or organization, including, but not limited to, a:

(a)

Merger

(b)

Consolidation (including a regulatory agency-assisted transaction)

(c)

Transfer of stock that results in any person or entity directly or indirectly owning a percentage of stock that results in a change of control

(d)

Charter change (such as a State-chartered bank becoming federally chartered)

(e)

Conversion (such as a thrift institution converting from mutual to stock form)

(f)

Change in the Seller/Servicer's senior management

(g)

Transfer of all of the Seller/Servicer's assets or assets of a Mortgage-related function, without the transfer of accompanying liabilities, to a Freddie Mac-approved Seller/Servicer




	2.
	It changes its name


	3.
	It undergoes a change concerning:

(a)

Affiliate relationships

(b)

External auditors

(c)

Fiscal year-end

(d)

Servicing relationships




A Seller/Servicer must complete and submit the applicable sections of Form 1107SF, Seller/Servicer Change Notification Form, to Freddie Mac (see Directory 1) within seven Business Days after any of the following events:

	1.
	It is terminated by a mortgage insurance company, secondary marketing agency, other investor or warehouse lender


	2.
	It voluntarily files a petition under federal bankruptcy or State insolvency laws, or answers an involuntary proceeding admitting insolvency or inability to pay debts


	3.
	It fails to obtain a vacation or stay of involuntary proceedings brought for its reorganization, dissolution or liquidation


	4.
	It is adjudged bankrupt or insolvent


	5.
	A trustee, conservator or receiver is appointed for the Seller/Servicer or its property


	6.
	It makes an assignment for the benefit of its creditors


	7.
	It is put on probation or its activities are restricted in any manner by any agency of the federal or State government


	8.
	It becomes subject to any judgment, order, finding or regulatory action that, in Freddie Mac's opinion, would adversely affect the Seller/Servicer's ability to comply with the terms and conditions of the Purchase Documents


	9.
	It notifies the warehouse lender, or is notified by the warehouse lender (whichever occurs first) of the Seller/Servicer's violation of any of the financial covenants (including, but not limited to, covenants covering working capital, debt/equity, servicing unpaid principal balance [UPB] or net worth) of any warehousing lending agreement(s)


On a case-by-case basis, Freddie Mac may require the Seller/Servicer to provide additional information concerning its change in ownership or status. Freddie Mac reserves the right to evaluate information related to the changed Seller/Servicer and to take any action it deems necessary.

The Seller/Servicer must submit the Form 1107SF by one of the following methods:

	1.
	In electronic form, in accordance with the provisions of Section 1.3 of the Guide, using Electronic Records and Electronic Signatures via the Internet at the following web site address:

http://www.freddiemac.com/singlefamily/doingbusiness/acctmaintain.html
Forms submitted electronically may only be submitted by the Seller's or Servicer's authorized representative. Any required attachments to the Form 1107SF may be submitted electronically via e-mail to institutional_eligibility@freddiemac.com, via facsimile or by mail (see Directory 1).


	2.
	Via facsimile copy of an original paper Form 1107SF signed by the Seller/Servicer with an ink pen via facsimile transmission (see Directory 1). The Seller/Servicer agrees that, in accordance with the provisions of Section 1.3, a facsimile copy of the Form 1107SF completed and signed by the Seller/Servicer and transmitted to Freddie Mac via facsimile transmission shall fully bind the Seller/Servicer to the terms and conditions of the Form 1107SF in the same manner as if an original paper Form 1107SF signed by the Seller/Servicer with an ink pen had been delivered to Freddie Mac.


	3.
	In original, signed paper form via mail or messenger package (see Directory 1).


4.12: Transfer of assets to an entity that is not a Freddie Mac-approved Seller/Servicer (04/25/06)
Failure to comply with all of the requirements of this Section 4.12 within the prescribed timeframe may result in suspension or disqualification of the Seller/Servicer.

A Seller/Servicer must complete and submit Form 1107SF, Seller/Servicer Change Notification Form, Section A, and all attachments, to Freddie Mac (see Directory 1) in the manner described in Section 4.11 no less than 75 Business Days prior to the proposed transfer of:

	•
	All of its assets without the transfer of accompanying liabilities, to an entity that is not a Freddie Mac-approved Seller/Servicer, or


	•
	The assets of a Mortgage-related function (for example, originations or Servicing), without the transfer of accompanying liabilities, to an entity that is not a Freddie Mac-approved Seller/Servicer


In such situations, Freddie Mac does not consider that the Seller/Servicer has transferred its Freddie Mac approval and Seller/Servicer number to the transferee.

Freddie Mac may require the Seller/Servicer to provide additional information concerning the proposed transfer of assets.

The proposed transferee must obtain Freddie Mac's approval as a Seller/Servicer prior to the effective date of the asset transfer. To obtain such approval, the proposed transferee must submit an application to become an approved Seller/Servicer concurrent with the Seller/Servicer's submission of Form 1107SF. If the proposed transferee fails to apply for and receive approval as a Freddie Mac Seller/Servicer, it will be precluded from selling Mortgages to, or Servicing Mortgages for, Freddie Mac. Application packages containing the forms needed to process applicants for approval as a Seller/Servicer may be obtained by contacting Freddie Mac (see Directory 1) or by visiting our web site at: http://www.freddiemac.com/singlefamily/doingbusiness/.

4.13: Seller/Servicer changes that result in Transfer of Servicing (11/7/02)
A change in a Seller/Servicer's organization may also involve a Transfer of Servicing. If the change will result in a Transfer of Servicing as defined in the Glossary, the Seller/Servicer must comply with the notification requirements in Sections 4.11 and 4.12, and all requirements for Subsequent Transfers of Servicing in Chapter 56, including the requirement that the request for approval of the transfer be submitted to Freddie Mac at least 30 Business Days prior to the requested transfer date.

If a proposed transfer of assets includes a Transfer of Servicing, the request for approval of the proposed Transfer of Servicing should be submitted along with the application to become a Seller/Servicer, but no later than 30 Business Days prior to the effective date of the transfer.

If a Transfer of Servicing will result from an organizational or status change, the required request for approval of Transfer of Servicing must be submitted 30 Business Days prior to the effective date of the proposed transfer even though the notification of the organizational change is not required until after the change has occurred.

4.14: MERS membership (11/7/02)
A Seller/Servicer must comply with the requirements of the Mortgage Electronic Registration System (MERS) Membership Agreement if it is a MERS Member and sells to Freddie Mac Mortgages registered in MERS. If any requirement of the MERS Membership Agreement is in conflict with the requirements of the Guide, the Seller/Servicer must comply with the requirements of the Guide.
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Chapter 5:  Disqualification or Suspension of a Seller/Servicer
5.1: General policy (03/20/00)
Freddie Mac, in its discretion, may disqualify or suspend a Seller from eligibility to sell Mortgages to Freddie Mac. The Seller will be ineligible to obtain new purchase commitments during a period of disqualification or suspension. During the period of Seller disqualification or suspension, Freddie Mac may, at its discretion, determine whether outstanding commitments held by the Seller must be honored or the outstanding balance of the commitment fulfilled by using the pairoff procedure (see Section 8.7). Freddie Mac will determine the length of any suspension period and may prescribe the terms and conditions for reinstatement. The notice of disqualification or suspension and the opportunity of a Seller to respond to and appeal the action are governed by the procedures in Sections 5.3 through 5.5.

5.2: Reasons for disqualification or suspension of the Seller or the Servicer (08/15/08)
Without limiting Freddie Mac's right to take whatever other action it deems appropriate to protect its interests and enforce its rights (including disqualification or suspension for reasons not listed below), Freddie Mac may disqualify or suspend a Seller or a Servicer for any of the following reasons:

	1.
	Impending or actual insolvency of the Seller or the Servicer


	2.
	The filing of a voluntary petition by the Seller or the Servicer under federal bankruptcy or State insolvency laws


	3.
	The filing of an answer by the Seller or the Servicer in an involuntary proceeding admitting insolvency or inability to pay debts


	4.
	The adjudication of the Seller or Servicer as bankrupt


	5.
	The appointment of a trustee or receiver for the Seller or the Servicer or its property


	6.
	The execution by the Seller or the Servicer of an assignment for the benefit of creditors


	7.
	The failure of the Seller or the Servicer to obtain a vacation or stay of involuntary proceedings brought for its reorganization, dissolution or liquidation


	8.
	The Seller's or the Servicer's failure to maintain qualified loan origination or Servicing staff and/or adequate facilities to assure (i) the investment quality of the Mortgages sold to Freddie Mac or (ii) the adequacy of the Servicing of Mortgages purchased by Freddie Mac


	9.
	Any weakness or notable change in the financial or organizational status or management of the Seller or the Servicer that, in the opinion of Freddie Mac, could adversely affect Freddie Mac


	10.
	The failure of the Seller or the Servicer to meet any requirement as may be prescribed by Freddie Mac for eligibility as a Seller or a Servicer


	11.
	The placement of the Seller or the Servicer on probation or restriction of its activities in any manner by a federal or State government agency


	12.
	Any judgment, order, finding or regulatory action to which the Seller or Servicer (or its management) is subject that would adversely affect the Seller's or Servicer's ability to comply with the terms and conditions of the Purchase Documents


	13.
	Freddie Mac's determination that the Seller's or Servicer's warranty obligations are disproportionate to its capital and/or assets


	14.
	The Seller's failure to deliver any documents under a Freddie Mac mandatory delivery purchase program


	15.
	The Seller's or the Servicer's failure to observe or comply with any term or provision of the Purchase Documents


	16.
	The Seller's or the Servicer's misstatement of or omission of any material fact on any application, certification or other document submitted, or in any oral representation made, to Freddie Mac


	17.
	The Seller's or the Servicer's assigning or attempting to assign its interests, rights or obligations under the Purchase Documents without Freddie Mac's written consent


	18.
	The Servicer's failure or inability to account properly for the disposition of all monies required to be safeguarded in Custodial Accounts or buydown accounts


	19.
	Seller's or Servicer's default or failure to perform under any contract with Freddie Mac including, but not limited to, contracts not directly related to the sale or Servicing of Mortgages and contracts relating to Mortgages purchased or serviced other than pursuant to this Guide


	20.
	The Seller's or Servicer's having a 30-, 60- or 90-day Delinquency rate or a Real Estate Owned (REO) rate more than 50% higher than the average 30-, 60- or 90-day Delinquency rate or REO rate for all Home Mortgages or Second Mortgage/HILs owned by Freddie Mac in the same geographical area (Standard Metropolitan Statistical Area, county, State or region) in which the Mortgaged Premises that secure the Mortgages either sold by the Seller or serviced by the Servicer are located


	21.
	The Seller/Servicer's failure to submit a complete and accurate Form 16SF, Annual Eligibility Certification Report, within the timeframe prescribed by Section 4.9


	22.
	The failure of the Seller/Servicer that is a mortgage banker to submit a complete and accurate Form 1055, Mortgage Bankers' Financial Reporting Form, within the timeframe prescribed by Section 4.5


	23.
	The Seller's or Servicer's employment as a Principal of any person listed on the Freddie Mac Exclusionary List, in connection with:

•
Any Mortgage sold to or serviced for Freddie Mac, or

•
Any function related to the sale or Servicing of such a Mortgage




	24.
	The Seller's or Servicer's retention of any person listed on the Freddie Mac Exclusionary List (i) as a third-party provider of services, (ii) in the capacity of a Principal, (iii) in connection with any Mortgage sold to or serviced for Freddie Mac (or in connection with any function related to the sale or Servicing of such a Mortgage) and (iv) with actual knowledge on the part of the Seller or Servicer that the person was named on the Freddie Mac Exclusionary List


	25.
	The Seller/Servicer's failure to submit a complete and accurate Form 1107SF, Seller/Servicer Change Notification Form, within the timeframe required in Section 4.11 or 4.12


	26.
	The Seller/Servicer's failure to maintain a Servicer Performance Profile tier rating of 1, 2 or 3 as provided in Section 51.11


	27.
	The failure of the Seller to deliver a minimum volume of Mortgages (measured by dollar amount or number of Mortgages) within the timeframe specified by Freddie Mac


	28.
	The Seller/Servicer's failure to maintain the confidentiality of the Exclusionary List or information contained on the Exclusionary List


	29.
	The Seller/Servicer's failure to fulfill any obligation to Freddie Mac when due including, but not limited to, the failure to repurchase a Mortgage, pay fees or other monies, and remit custodial or buydown funds


	30.
	The Seller/Servicer's failure to provide audited or Reviewed Financial Statements for its parent, subsidiaries and affiliates upon Freddie Mac request


Notwithstanding the terms above concerning the employment or retention of any person listed on the Freddie Mac Exclusionary List, it may be possible for a Mortgage whose sale to Freddie Mac might not comply with such terms to be reviewed before the Funding Date. A Seller may contact Freddie Mac (see Directory 1) to request that such a review be made. As part of the request, the Seller will be asked to inform Freddie Mac of the nature and extent of the relationship that the person on the Freddie Mac Exclusionary List had with respect to the Mortgage and to provide other relevant information.

If Freddie Mac reviews the Mortgage and subsequently elects to purchase the Mortgage, the above terms concerning employment or retention of an excluded or suspended person will not be applicable to the sale of the Mortgage, but all other requirements of the Purchase Documents relating to the sale of the Mortgage will remain in full force and effect.

When the Seller is also a Servicer, suspension or disqualification as a Seller is sufficient cause for suspension or disqualification as a Servicer or termination of Servicing with cause. Whether or not Freddie Mac terminates Servicing by the Servicer, any of the above events is cause for revocation of the power of attorney granted to the Servicer in accordance with Section 51.3. When the Servicer is also a Seller, suspension or disqualification as a Servicer or termination of Servicing with cause under Chapter 73 is sufficient cause for suspension or disqualification as a Seller.

Freddie Mac may suspend or disqualify a Seller or a Servicer without cause. Suspension or disqualification of a Seller or a Servicer without cause will be effective immediately upon notice of the suspension or disqualification, unless the notice specifies a later date. Suspension or disqualification without cause will not affect any outstanding purchase commitments held by the Seller. A Seller will not be entitled to a termination fee or any other compensation from Freddie Mac for any reason or cause relating to any consequential, incidental or indirect damages arising out of, or in connection with, its suspension or disqualification.

Notwithstanding Sections 5.3 through 5.5, Freddie Mac's decision to suspend or disqualify a Seller without cause or to terminate Servicing without cause is conclusive.

5.3: Notice of intent to disqualify or suspend the Seller or the Servicer (02/07/02)
Freddie Mac will not provide the Seller or the Servicer with prior written notice of an intent to disqualify or suspend the Seller or the Servicer, unless Freddie Mac determines, in its discretion, that the giving of prior notice will in no way adversely affect Freddie Mac's interests. In such cases, 30 days' prior written notice will be given. Certain violations of this Guide (such as the commission of fraudulent acts or the failure to deliver under a mandatory delivery purchase program) are viewed with particular seriousness by Freddie Mac. In such cases, Freddie Mac will tend to act without prior written notice to disqualify or suspend the Seller. If prior written notice is not provided, disqualification or suspension will become effective upon oral notice from Freddie Mac to the Seller. Written confirmation of that oral notice will follow.

Any prior written notice or written confirmation of oral notice will contain a brief statement of the basis for the disqualification or suspension and will advise the Seller or the Servicer of its right to obtain a review of Freddie Mac's action or proposed action according to the procedures in Section 5.4.

Before giving notice of disqualification or suspension, Freddie Mac may, in its discretion, warn a Seller or a Servicer that it has violated, is violating or may be about to violate provisions of this Guide or other Purchase Documents, and that unless corrective action is taken within a specified time period, disqualification or suspension may result. Freddie Mac may give the warning as part of an audit report or as a result of any other review or investigation of the Seller or the Servicer by Freddie Mac. Any such warning may be issued by means determined by Freddie Mac including, but not limited to, electronic mail to the Seller's or Servicer's e-mail address provided to Freddie Mac by the Seller or Servicer in accordance with Freddie Mac's requirements.

5.3.1: Notice of intent to terminate voluntarily as a Freddie Mac Seller or Servicer (04/25/06)
The Seller/Servicer may voluntarily terminate its status as a Freddie Mac approved Seller and/or Servicer by giving notice of its intent to voluntarily terminate to Freddie Mac. The notice of intent to voluntarily terminate as a Freddie Mac approved Seller and/or Servicer may be submitted in writing or may be submitted or transmitted in the form of a Record or Electronic Record by the Seller/Servicer's authorized employee or representative. If the notice is in electronic form, it must be signed using the Seller/Servicer's Electronic Signature and will be subject to Section 1.3 of the Guide. The notice will be deemed to have been duly given to and received by Freddie Mac on the date such notice is:

	•
	Received in writing by Freddie Mac (see Directory 1) via first class mail, or


	•
	Received in electronic form (e-mail) as an Electronic Record by Freddie Mac's computer information processing system via the Internet, at its Internet e-mail address, which is institutional_eligibility@freddiemac.com, or


	•
	Received as a Record or Electronic Record in electronic form (facsimile) by Freddie Mac's electronic facsimile machine or system at Freddie Mac (see Directory 1)


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

The Seller/Servicer may also voluntarily terminate its status as a Freddie Mac approved Seller and/or Servicer by giving notice of its intent to voluntarily terminate by completing the appropriate section of the Form 1107SF, Seller/Servicer Change Notification Form, and submitting the form to Freddie Mac.

The Seller/Servicer's voluntary termination shall not be effective until acknowledged and accepted by Freddie Mac in writing or in a Record or Electronic Record from an authorized representative of Freddie Mac.

5.4: Appeal (04/25/06)
The Seller or the Servicer may write to Freddie Mac (see Directory 1) to appeal a determination to disqualify or suspend pursuant to Section 5.3.

The appeal must be postmarked or hand delivered no later than 15 days:

	•
	From the date the Seller or the Servicer received written notice of Freddie Mac's intention to suspend or disqualify, or


	•
	If prior written notice was not provided by Freddie Mac, from the date the Seller or Servicer received written confirmation of Freddie Mac's oral notice to suspend or disqualify


If an appeal is not filed within the 15-day period, the Seller or Servicer will be deemed to have waived its right to appeal.

The appeal must contain the following, in the order indicated:

	1.
	A cover page bearing the names and addresses of the Seller or the Servicer and its representative, if any


	2.
	A reference to Freddie Mac's action or proposed action and a concise statement of the case


	3.
	A listing in separate numbered paragraphs of each of the grounds on which the Seller or the Servicer relies


	4.
	The argument, generally amplifying the Seller's or the Servicer's grounds for appeal and clearly exhibiting the points of fact, policy and law being presented


	5.
	A conclusion, specifying the action the Seller or the Servicer believes Freddie Mac should take


An evidentiary hearing will be a part of the appeal process only under extraordinary circumstances, as determined by Freddie Mac, in its sole discretion. In such cases, Freddie Mac will be represented by its general counsel or the counsel's designee. Freddie Mac will appoint an individual from within or without Freddie Mac to serve as presiding officer at any hearing. The presiding officer will establish the rules and procedures under which the hearing will be conducted. At a minimum, the rules for the hearing will provide for the taking of oral testimony under oath, the taking of documentary evidence and the transcription of the hearing. The rules of evidence will not apply to the proceedings, but the presiding officer will retain discretion to exclude clearly irrelevant, repetitious or untrustworthy evidence. 

5.5: Final decision (02/23/07)
Freddie Mac's Vice President — Counterparty Credit Risk Management, or that person's designee, will review the appeal of the Seller/Servicer and the hearing record, if any, before rendering a decision.

The Vice President — Counterparty Credit Risk Management, or that person's designee, will then render a decision in writing either affirming, reversing or modifying Freddie Mac's prior determination to disqualify or suspend. Notice of the decision will be made and given to the Seller/Servicer.
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Chapter 6:  General Warranties and                                       Responsibilities of the Seller/Servicer
6.1: Submission of data to Freddie Mac (8/10/05)
The Seller warrants that all data and/or other information submitted to Freddie Mac is true, complete and accurate. The Seller agrees to complete all Freddie Mac forms according to the instructions or guidance provided by Freddie Mac. With respect to data and/or other information transmitted to Freddie Mac through a permitted electronic medium, the Seller or Servicer warrants that the:

	•
	Transmission complies with the requirements of the applicable Purchase Documents


	•
	Transmission contains all the required information


	•
	Terms, conditions and requirements stated in the Purchase Documents have been fully satisfied and adhered to


6.2: Compliance with applicable law (06/17/08)
	(a)
	Seller's obligations
The Seller agrees to comply with all applicable federal, State and local laws, ordinances, regulations and orders, including the following:

1.

Title VI of the Civil Rights Act of 1964

2.

Title VIII of the Civil Rights Act of 1968, as amended by the Housing and Community Development Act of 1974

3.

Section 527 of the National Housing Act

4.

The Equal Credit Opportunity Act

5.

The Fair Credit Reporting Act and any applicable regulations and orders issued under that Act

6.

All applicable federal, State and local laws relating to data privacy and the safeguarding of Borrower personal information, including, without limitation, the Gramm-Leach-Bliley Act and all relevant implementing rules, regulations and guidance prescribed by the Seller's regulator(s)

7.

Executive Order 11063, Equal Opportunity in Housing, issued by the President of the United States on November 20, 1962

8.

The foreign assets control regulations of the United States Treasury Department administered by the Office of Foreign Assets Control and implemented at 31 C.F.R. Subtitle B, Chapter V, as amended, (or any enabling legislation or executive order relating thereto). These restrictions generally prohibit U.S. parties from engaging in financial transactions (including, without limitation, the receipt of mortgage loan payments) with third parties identified on any available lists of known or suspected terrorists, terrorist organizations, narcotics traffickers or other sanctioned and restricted parties issued by the United States Government (including but not limited to the Treasury Department's List of Specially Designated Nationals and Blocked Persons) or otherwise the target of economic sanctions administered by the United States.

9.

The Bank Secrecy Act, the Money Laundering Control Act and Title III of the USA PATRIOT Act

10.

All other applicable federal and State laws, regulations and orders

The Seller/Servicer agrees to indemnify and hold Freddie Mac harmless from and against all claims, judgments, losses, costs and expenses incurred by Freddie Mac arising out of the Seller/Servicer's violation of any federal, State or local law, regulation, regulatory guidance, ordinance or order.



	(b)
	Lending practices
The Seller must employ business practices that promote fair lending. While there may be a valid business reason for checking the identification of a Borrower prior to making a loan, Freddie Mac discourages the Seller from placing a copy of a photo identification in the underwriting file.



	(c)
	Incident Response Program and Notice of Breach
Servicers must comply with Guide Section 53.8(b), which requires the maintenance of a security response program and notification procedures (see Directory 1) related to incidents that compromise the security of a Borrower's personal information.


6.3: Inspection of records (03/20/00)
The Seller or the Servicer agrees to allow Freddie Mac, during normal business hours, to inspect all of the Seller's or the Servicer's books and records pertaining to its Mortgage operations and to any Mortgages purchased by Freddie Mac.

6.4: Reliance on the Seller and the Servicer (10/06/06)
The Seller and the Servicer should carefully read the Purchase Documents. The Seller and the Servicer acknowledge that Freddie Mac and any transferees or assignees of Freddie Mac purchase Mortgages and trade in any related securities in reliance on the accuracy and truth of the Seller's and the Servicer's warranties and representations and on its compliance with the agreements, requirements, terms and conditions set forth in the Purchase Documents.

6.5: Review of Mortgages by Freddie Mac prior to purchase (05/05/00)
Before the Freddie Mac Funding Date (Cash programs) or Settlement Date of the PC (Guarantor programs), Freddie Mac may, in its discretion, refuse to purchase any Mortgage if it determines any of the following:

	•
	The Mortgage is not of investment quality.


	•
	The Seller has failed to satisfy or has breached any of the provisions of the Purchase Documents.


	•
	Any of the warranties or representations of the Seller to Freddie Mac are untrue.


	•
	The Seller has failed to provide Freddie Mac with information that is true, complete and accurate as to the Mortgage.


For each Mortgage it refuses to purchase, Freddie Mac may require the Seller to substitute in its place another Mortgage that is satisfactory to Freddie Mac.

6.6: Survival of warranties; remedies (05/05/00)
The warranties and representations in the Purchase Documents for any Mortgage purchased by Freddie Mac survive payment of the purchase price by Freddie Mac. The warranties and representations are not affected by any investigation made by, or on behalf of, Freddie Mac, except when expressly waived in writing by Freddie Mac.

When any party has purchased a Mortgage from Freddie Mac that Freddie Mac previously purchased from a Seller, Freddie Mac may exercise any rights or remedies at law or in equity on behalf of the party to the extent that the party does not affirmatively do so. Freddie Mac may also exercise its discretion to disqualify or suspend a Seller or a Servicer pursuant to Chapter 5 or 53.

For each Mortgage purchased by Freddie Mac, the Seller and the Servicer agree that Freddie Mac may, at any time and without limitation, require the Seller or the Servicer, at the Seller's or the Servicer's expense, to make such endorsements to and assignments and recordations of any of the Mortgage documents so as to reflect the interests of Freddie Mac and/or its successors and assigns.

6.7: Home Mortgage Uniform Instruments (02/20/08)
The Security Instrument and Note must be executed on the Uniform Instruments (1-4 Family) for the jurisdiction where the Mortgaged Premises are located. The Uniform Instruments used for a Mortgage must be the versions current as of the Mortgage Note Date. See Exhibit 4, Single-Family Uniform Instruments, for the current dates of revisions of all Uniform Instruments.

For any Mortgage secured by one of the following types of property, Freddie Mac requires both:

	•
	The single-family Fannie Mae/Freddie Mac Uniform Security Instrument for the jurisdiction where the Mortgaged Premises are located and


	•
	One of the following types of riders, as applicable:
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Condominium Rider Form 3140
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Planned Unit Development unit[image: image51.png]


 

Planned Unit Development Rider Form 3150
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1- to 4-unit Investment Property[image: image53.png]


 

1- to 4-Family Rider Form 3170
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2- to 4-unit Primary Residence[image: image55.png]


 

1- to 4-Family Rider Form 3170
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Second Home Rider Form 3890
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In addition to the Uniform Instruments required by this Section 6.7, certain Mortgage products have additional loan documentation requirements stated elsewhere in this Guide as follows:

	•
	Section 24.8 for Texas Equity Section 50(a)(6) Mortgages


	•
	Sections 30.9 and 30.12 for adjustable-rate Mortgages (ARMs) and Convertible ARMs


	•
	Section 32.5 for Seller-Owned Converted Mortgages


	•
	Section 33.3 for Balloon/Reset Mortgages


	•
	Section B33.4 for Prepayment Penalty Mortgages


	•
	Section E33.4(a) for Affordable Merit Rate® Mortgages


	•
	Sections H33.7(d) and H33.7(e) for Mortgages secured by Manufactured Homes


	•
	Section J33.5 for Initial InterestSM Mortgages


	•
	Section K33.4 for Mortgages for Newly Constructed Homes


	•
	Chapter 35 for Mortgages originated under the Special Housing Initiatives


Spanish translations of certain Uniform Instruments are available on Freddie Mac's Uniform Instrument web site: http://www.freddiemac.com/uniform/spanish.html. Spanish translations complement the English-language documents and may be provided to consumers as supplemental education material when originating single-family residential Mortgages. The Spanish translations are for reference only and are not to be executed.

6.8: Authorized changes to Uniform Instruments (02/01/08)
The Seller must not make any changes or additions to the Uniform Instruments that have any force or effect after purchase of the Mortgage by Freddie Mac, except for changes and modifications that:

	•
	Are accomplished by use of Fannie Mae/Freddie Mac Uniform Instrument Riders


	•
	Pertain to an assumption or an alteration of the principal, Note Rate, payment amount or date, or maturity date of the Mortgage, or


	•
	Are required or permitted by the provisions in Exhibit 5, Authorized Changes to Notes, Riders, Security Instruments and the Uniform Residential Loan Application


If a change or addition permitted under this section is made to the instrument in the form of an addendum or rider, the addendum or rider must:

	•
	Be referenced in the instrument it is modifying


	•
	Reference the instrument, and


	•
	Be firmly attached to the instrument


The Seller agrees that no changes or additions to the Uniform Instruments otherwise permitted here will be made if such changes or additions would adversely affect the negotiability of the Note.

The Uniform Instruments may require modification for use with Construction Conversion Mortgages and Renovation Mortgages. Sellers that use the Uniform Instruments for construction or renovation loans may make changes or additions necessary for that purpose. These changes and additions should be provided in a Note addendum or Security Instrument rider. The changes or additions need not contain a statement that they become void upon purchase by Freddie Mac if the changes or additions are necessary to assure the first priority of the Mortgage lien or if by their terms the changes or additions cease to be effective before the Settlement Date for Mortgages sold through the Selling System or the Delivery Date for Mortgages delivered through MIDANET®.

See Section K33.4 for information on documenting Construction Conversion Mortgages and Renovation Mortgages.

6.8.1: Origination and Delivery of Mortgages using a New York Consolidation, Extension and Modification Agreement (the "NY CEMA") (04/25/07)
Freddie Mac will purchase refinance Mortgages secured by property located in New York State that are documented using a New York Consolidation, Extension and Modification Agreement (the "NY CEMA"). The NY CEMA combines into one set of rights and obligations all of the promises and agreements stated in existing Notes and Mortgages secured by the Mortgaged Premises, including, if new funds are advanced to the Borrower at the time of the consolidation, a new Note and Mortgage. The result is that the Borrower has one consolidated loan obligation, evidenced by a Consolidated Note that is paid in accordance with the terms of the NY CEMA.

In this Section:

	•
	The original Note executed by the Borrower that is being consolidated, extended and modified by the newly executed NY CEMA is referred to as the Original Old Money Note


	•
	The original Note executed by the Borrower at the time the current NY CEMA is executed that represents new funds advanced to the Borrower at the time of the current consolidation is referred to as the Original New Money (Gap) Note


In connection with the current financing transaction evidenced by the NY CEMA, Form 3172 1/01 and Form 3172, 1/01 (rev. 5/01), the Borrower must execute a new original Note, referred to as the Consolidated Note, that consolidates, extends and modifies the Original Old Money Note and the Original New Money (Gap) Note, if any. A Consolidated Note was not required with NY CEMA Form 3172 7/86, although one may have been executed.

	(a)
	Documentation
When documenting a Mortgage using a NY CEMA, Seller must use the most current version of the New York Consolidation, Extension and Modification Agreement Single-Family Fannie Mae/Freddie Mac Uniform Instrument (Form 3172). The current version has the 1/01 (rev. 5/01) tagline and can be found on Freddie Mac's web site at http://www.freddiemac.com/uniform/.

In addition, the Borrower must execute a Consolidated Note.



	(b)
	Delivery package for NY CEMA Form 3172 1/01 (rev. 5/01) and Form 3172 1/01
For a Mortgage originated using the NY CEMA, Form 3172 1/01 (rev. 5/01), Seller must deliver the complete NY CEMA delivery package listed below to Freddie Mac's Document Custodial Operations (see Directory 4) or an eligible document Custodian.

The complete NY CEMA delivery package for Form 3172 1/01 (rev. 5/01) must include the following documents:

1.

NY CEMA

This may be a certified copy, as the original must be submitted for recordation. If a certified copy is delivered, the Seller warrants the copy is a true and correct copy of the original delivered for recording.
2.

Complete set of NY CEMA exhibits, as follows:

•
Exhibit A — A list, or a copy of a list, of the obligations being consolidated, modified and extended. All Notes, security instruments, assignments, consolidation agreements and related agreements that modify, consolidate or extend prior underlying obligations and which predate the current NY CEMA must be listed separately in Exhibit A.

•
Exhibit B — The property description of the Mortgaged Premises. A copy of Schedule A (Property Description) to the New York Mortgage may be used but should be marked as Exhibit B to identify it as a NY CEMA exhibit.

•
Exhibit C — A copy of the complete Consolidated Note (including any applicable addenda), with fixed-rate, adjustable-rate or Balloon Note language inserted at the top of the first page. (The required language is stated in (3) below.) Borrower signatures are not required.

•
Exhibit D — The most current version of the New York Single-Family Fannie Mae/Freddie Mac Uniform Security Instrument (Form 3033) with all blanks completed and any applicable riders attached. Borrower signatures are not required.
3.

Separate, originally executed Consolidated Note

An original Note with live Borrower signatures, endorsed in blank. The Consolidated Note must be the most current version of the applicable Single-Family Fannie Mae/Freddie Mac Uniform Note (e.g., Form 3233, 3501, 3502, 3504 or 3514) with all blanks completed and any applicable addendum or addenda. The Consolidated Note must have the following language, as applicable, inserted at the top of the document:

•
For Fixed-Rate Notes:

Consolidated Note

This Note amends and restates in their entirety, and is given in substitution for, the Notes described in Exhibit A of the New York Consolidation, Extension and Modification Agreement dated the same date as this Note.

•
For Adjustable-Rate Notes:

Consolidated Adjustable-Rate Note

This Note amends and restates in their entirety, and is given in substitution for, the Notes described in Exhibit A of the New York Consolidation, Extension and Modification Agreement dated the same date as this Note.

•
For Balloon Notes:

Consolidated Balloon Note

This Note amends and restates in their entirety, and is given in substitution for, the Notes described in Exhibit A of the New York Consolidation, Extension and Modification Agreement dated the same date as this Note.

For Mortgages secured by Mortgaged Premises in New York State originated on or after January 1, 2001 on the NY CEMA version 1/01, the Seller must deliver the NY CEMA delivery package described in this Section 6.8.1(b).



	(c)
	Delivery for NY CEMA Form 3172 7/86
For Mortgages secured by Mortgaged Premises in New York State originated prior to January 1, 2001, on the Consolidation, Extension and Modification Agreement Single-Family Fannie Mae/Freddie Mac Form 3172 (7/86) the NY CEMA delivery package must include the documents described in Section 6.8.1(b) and the following additional documents:

4.

Original Old Money Notes and any NY CEMAs from prior consolidations

Each Note must be an original Note, with live signatures by the Borrower, endorsed in blank. If multiple older Notes exist, the Seller must verify that all other consolidation documents are included with the package.

5.

Original New Money (Gap) Note (if new funds are advanced to the Borrower at the time of the consolidation).

6.

Original Consolidated Note from prior consolidations, if a Consolidated Note was executed by the Borrower.



	(d)
	Mortgage file requirements
With respect to Mortgages documented with the NY CEMA, Seller represents and warrants that the Mortgage file contains the documentation required by Sections 46.2, 47.2.1 and 52.2.


6.9: Seller's duties regarding Uniform Instruments (02/07/01)
The Seller agrees that any action taken when enforcing its rights under the Mortgage documents will not violate the terms of any covenant in the Mortgage documents. The Seller also agrees to enforce its rights under the Uniform Instruments based on instructions or guidance provided by Freddie Mac.

6.10: Availability of Uniform Instruments (08/15/08)
Fannie Mae/Freddie Mac Uniform Instruments (including condominium rider and PUD rider forms) and Freddie Mac-specific Uniform Instruments are available from Freddie Mac's web site at http://www.freddiemac.com/uniform/.

Sellers may reprint the Uniform Instruments on their own letterhead, by computer or in any other way that Sellers may choose. However, the text of the Uniform Instruments must remain unchanged and the tagline that identifies the instrument as a Uniform Instrument must remain part of the document and be included on each page.

6.10.1: Master Form and Short Form Security Instruments (10/19/07)
	(a)
	Overview; defined terms
Certain States have statutes that allow originating lenders to record a Master Form Security Instrument in a given county and then to record a Short Form Security Instrument for each subsequent Mortgage originated and recorded in that county. The Short Form Security Instrument contains the loan-specific information (e.g., Borrower name, lender name, loan amount, description of property) and identifies the provisions of the Master Form Security Instrument that are being incorporated into the Short Form Security Instrument.

The State-specific Fannie Mae/Freddie Mac Uniform Master Form Security Instrument and Short Form Security Instrument are available from Freddie Mac's web site at http://www.freddiemac.com/uniform/. See Exhibit 4, Single-Family Uniform Instruments, for the list of currently available Master Form Security Instruments and Short Form Security Instruments and the current dates of these instruments.

Freddie Mac will purchase Mortgages originated on a Short Form Security Instrument provided the requirements stated in this Section 6.10.1 are satisfied.

The Seller must not use or record a Short Form Security Instrument unless it has already recorded a Master Form Security Instrument in the recorder's office serving the recording jurisdiction district in which the Mortgaged Premises is located. In North Carolina, a Master Form may not be recorded in certain designated counties stated in the North Carolina statute.

A copy of the recorded Master Form Security Instrument must be provided to the Borrower.

•
Master Form Security Instrument - The Master Form Security Instrument is the Master Form Mortgage or Deed of Trust that is permitted under certain State statutes to be recorded by originating lenders in a given recording jurisdiction in the State. The Master Form Security Instrument for each State (with the exception of Ohio) consists of (1) a title page (the name of the title page differs in different States), which contains the information required under the State statute to record the Master Form Security Instrument in that State and (2) the current Fannie Mae/Freddie Mac Uniform Security Instrument for that State.

In Ohio, there is no title page; the Master Form Security Instrument is the current Fannie Mae/Freddie Mac Ohio Mortgage with the required Master Form information provided on the first page of the Ohio Mortgage form itself.

•
Short Form Security Instrument - The Short Form Security Instrument is the Mortgage or Deed of Trust recorded for each individual Mortgage made and recorded in the recording jurisdiction where the Master Form Security Instrument is recorded; the Short Form Security Instrument contains loan specific information and incorporates by reference the provisions of the previously recorded Master Form Security Instrument. A Seller must not use or record a Short Form Security Instrument unless the Seller has already recorded a Master Form Security Instrument in the recorder's office serving the recording jurisdiction in which the Mortgaged Premises is located.



	(b)
	Instructions for use of Master Form Security Instrument; Short Form Security Instrument
Master Form Security Instrument - The Seller must:

1.

Complete the title page by inserting the names and relevant information in the applicable places and have the title page signed and acknowledged, if required

2.

Attach the title page to the front of the current Security Instrument for the State

3.

Record the title page and Security Instrument together in the recorder's office serving the recording jurisdiction(s) in which the Seller anticipates subsequently recording Short Form Security Instruments

4.

In Ohio, complete the information in the box at the top of the first page of the Master Mortgage Form by inserting the names and relevant information in the applicable places and have the first page signed in the box at the top of the first page. Do not complete information outside of the box other than "Return to" information




The Security Instrument to which the title page is attached (or in Ohio, on which the Master Form information is provided) should not have any information completed and should not be signed or acknowledged.

In the event Freddie Mac revises the Uniform Security Instrument for the applicable State, the Seller must record the revised Master Form Security Instrument in all applicable local recording offices. The previously recorded Master Form Security Instrument must not be released or superseded.

Mortgages originated after the effective date of a revised Uniform Security Instrument must be originated using a Short Form Security Instrument that references the new recorded Master Form Security Instrument.

Short Form Security Instrument - The Seller must:

	1.
	Insert the recording information from the Master Form Security Instrument in the first paragraph of the "Definitions" section (The recording information must be that of the Master Form Security Instrument that was recorded in the recording jurisdiction in which the Mortgaged Premises is located)


	2.
	Insert information for all blank spaces in the "Definitions" section


	3.
	Check the applicable Rider boxes


	4.
	Insert the property description information


	5.
	Provide the Borrower with an exact copy of the recorded Master Form Security Instrument (the completed title page with recordation information and the applicable current Fannie Mae/Freddie Mac Uniform Security Instrument for the State)


	6.
	Arrange for the Short Form Security Instrument to be executed by the Borrower(s) and acknowledged


	7.
	Arrange for any applicable Riders to be executed by the Borrower(s). In Pennsylvania, attach a copy of the Fannie Mae/Freddie Mac Pennsylvania Uniform Mortgage under the caption: "General Provisions Incorporated by Reference and Not to be Recorded with this Document" after the Rider(s), if any.


	8.
	Record the Short Form Security Instrument and any applicable Riders in the recorder's office serving the recording jurisdiction in which the Mortgaged Premises is located


6.11: Warranties and representations by the Seller (04/25/06)
As of the Delivery Date, the Funding Date and the date of any substitution of Mortgages pursuant to the Purchase Documents, the Seller warrants and represents the following for each Mortgage purchased by Freddie Mac:

	1.
	The terms, conditions and requirements stated in the Purchase Documents have been fully satisfied


	2.
	All warranties and representations of the Seller are true and correct


	3.
	The Seller is in compliance with its agreements contained in the Purchase Documents


	4.
	The Seller has not misstated or omitted any material fact about the Mortgage


	5.
	The Seller has given correctly and on a timely basis to the Borrower all disclosures and notices required under applicable law and the terms of the Note and the Security Instrument


	6.
	With respect to each adjustable-rate Mortgage (ARM), the Seller has calculated any and all adjustments to the interest rate or the monthly payment correctly and given on a timely basis any and all notices of such adjustments completely in accordance with the terms of the Note and the Security Instrument and with the requirements of applicable law


Upon Freddie Mac's written request, either before or after the Funding Date, the Seller will supply evidence satisfactory to Freddie Mac of the Seller's compliance with any provision of the Purchase Documents. Before the Funding Date, the Seller must obtain Freddie Mac's written approval of any waivers or modifications to the provisions of the Purchase Documents.

The Seller represents and warrants that all persons executing documents on behalf of the Seller are duly authorized to do so.

The Seller warrants that it and, if applicable, the originator of the Mortgages it sells to Freddie Mac have complied with all applicable laws relating to licensing, qualification to do business or approval to originate Mortgages.

The Seller represents and warrants that it has not employed and will not employ any person listed on the Freddie Mac Exclusionary List as a Principal in connection with any Mortgage sold to Freddie Mac or in connection with any function related to such a sale.

In addition, the Seller represents and warrants that it has not retained and will not retain any person listed on the Freddie Mac Exclusionary List (i) as a third-party provider of services, (ii) in the capacity of a Principal, (iii) in connection with any Mortgage sold to Freddie Mac (or in connection with any function related to the sale of such a Mortgage) and (iv) with actual knowledge on the part of the Seller that the person was named on the Freddie Mac Exclusionary List.

Notwithstanding the terms above concerning the employment or retention of any person listed on the Freddie Mac Exclusionary List, it may be possible for a Mortgage whose sale to Freddie Mac might not comply with such terms to be reviewed before the Funding Date. A Seller may contact Freddie Mac (see Directory 1) to request that such a review be made. As part of the request, the Seller will be asked to inform Freddie Mac of the nature and extent of the relationship that the person on the Freddie Mac Exclusionary List had with respect to the Mortgage and to provide other relevant information.

If Freddie Mac reviews the Mortgage and subsequently elects to purchase the Mortgage, the above terms concerning employment or retention of an excluded or suspended person will not be applicable to the sale of the Mortgage, but all other requirements of the Purchase Documents relating to the sale of the Mortgage will remain in full force and effect.

The Seller also represents and warrants that it maintains the Exclusionary List and information contained on the Exclusionary List in a confidential manner. By accessing or using the Exclusionary List, the Seller agrees to indemnify Freddie Mac for any loss, damage, or expense resulting from the Seller's failure to maintain the confidentiality of the Exclusionary List or information contained on the Exclusionary List. In addition, the Seller represents and warrants that it will use the Exclusionary List only in connection with its responsibilities as a Seller.

6.12: Freddie Mac remedies (03/20/00)
In addition to any other remedies it may have at law or in equity, for any Mortgage it purchased, Freddie Mac may require the Seller or Servicer:

	•
	To indemnify Freddie Mac and hold it harmless for any loss, damage or expense (including court costs and reasonable attorney fees) that it may sustain, and/or 


	•
	To repurchase Freddie Mac's interest in the Mortgage at any time if the Borrower or any other party in the Mortgage transaction has made any false representation in conjunction with such transaction, whether or not the Seller or Servicer was a party to or had knowledge of such false representation, and/or


	•
	To repurchase Freddie Mac's interest in the Mortgage at any time under any of the other circumstances set forth in Section 72.1, and/or


	•
	To terminate Servicing pursuant to Chapter 73


For remedies for Servicers with delinquent Borrowers, see Chapter B65.

6.13: Other participation interest (03/20/00)
The Seller warrants to Freddie Mac that as of the Freddie Mac Funding Date (Cash programs) or Settlement Date of the PC (Guarantor programs), the Mortgage is not subject to any other participation interest.

The Seller further warrants and agrees not to sell, assign, convey, hypothecate, pledge or in any other way transfer, conditionally or otherwise, its interest in a Mortgage in which Freddie Mac has purchased a participation interest, except as expressly permitted in the Purchase Documents.
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