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Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter 51:  General Freddie Mac Policies

51.1: Servicers' general responsibilities (10/20/08)
In addition to the Seller/Servicer requirements and warranties set forth in Volume 1 of this Guide, Servicers must comply with the Freddie Mac requirements stated in this volume.

The Servicer is responsible to act in the most timely, efficient and responsible manner to protect Freddie Mac's interests. Freddie Mac expects the Servicer's facilities and practices to be sufficient to safeguard Freddie Mac's interests and expects the Servicer to provide proper accounting and prompt response to the needs of both Freddie Mac and the Borrower.

If a disaster has affected or interrupted the Servicer's operations, the Servicer must notify Freddie Mac within 24 hours of the disaster, by calling (800) FREDDIE.

See Exhibit 52, Federal Disaster Assistance, for more information.

To assist you with Servicing activities, we make a number of tools available through our web site at http://www.freddiemac.com/singlefamily/service/tools.html. These tools are accessible using a secure User ID and password that you may request on the web site. See Exhibit 88, Servicing Tools, for a list of available Servicing tools.

By virtue of Servicer’s use of the Servicing tools, Servicer agrees to be bound by and comply with the Guide, including without limitation, Section 1.3 of the Guide, the requirements of any applicable user guides, any applicable user agreements (e.g. Workout Prospector User Agreement), the terms and conditions applicable to accessing and using Freddie Mac’s web site, FreddieMac.com, and all other applicable requirements in Servicer’s Purchase Documents.

51.2: Servicer agreements (01/02/04)
In addition to general warranty statements elsewhere in this Guide, the Servicer agrees that, in Servicing Mortgages and Real Estate Owned (REO) for Freddie Mac, the Servicer will

	•
	Comply with the Purchase Documents and any instruction, request or requirement issued by Freddie Mac


	•
	Abide by Freddie Mac's decision with respect to any of the Mortgages or REO, regardless of the Servicer's Percentage of Participation in the Mortgage or REO


	•
	Hold Freddie Mac harmless for any loss the Servicer may suffer from any decision made by Freddie Mac with respect to any of the Mortgages or REO, regardless of the Servicer's Percentage of Participation in the Mortgage or REO


	•
	Reimburse Freddie Mac for any expenses (including court costs and reasonable attorney fees) incurred by Freddie Mac, at its sole discretion, in remedying or curing any failure of the Servicer to service a Mortgage or REO in accordance with the requirements of the Purchase Documents


	•
	Reimburse Freddie Mac for any costs incurred by Freddie Mac as a result of a Servicer's delays in meeting the foreclosure or bankruptcy timelines when the delay results from any failure of a Seller/Servicer to originate a Mortgage or service a Mortgage or REO in accordance with the requirements of the Purchase Documents; such costs to be determined in Freddie Mac's sole discretion.


51.3: Servicing facilities and duties (12/18/08)
	(a)
	Exclusionary List
The Servicer 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 or REO serviced for Freddie Mac or in connection with any function related to the Servicing of such a Mortgage or REO. In addition, the Servicer 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 or REO serviced for Freddie Mac (or in connection with any function related to the Servicing of such a Mortgage or REO) and (iv) with actual knowledge on the part of the Servicer that the person was named on the Freddie Mac Exclusionary List.

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



	(b)
	Adequate facilities and staff; required Servicing duties
The Servicer warrants that it will maintain adequate facilities and experienced staff and will take all actions necessary to ensure that the Mortgages and REO in which Freddie Mac has an interest are serviced in accordance with the Purchase Documents including this Guide as amended or supplemented from time to time, any applicable law, any applicable FHA/VA/RHS/MI regulation or requirement and any instructions issued by Freddie Mac. The Servicer also warrants that it has a business continuity plan in place to ensure its ongoing ability to conduct business operations and maintain or restore Freddie Mac Mortgage files and records in the event of a disaster or other interruption to business operations and processes.

The Servicer agrees that its duties include, but are not limited to, the payment, or verification of the Borrower's payment, of all property insurance premiums, mortgage insurance premiums, ground rents, taxes, homeowners association dues and assessments, local government and public utility assessments, charges, fines and impositions attributable to the property or to the Mortgage. The Servicer also agrees that it will represent and defend Freddie Mac's interest in the applicable Mortgage(s) or REO to the same extent it would represent and defend its own interest.



	(c)
	Limited power of attorney
The Servicer agrees to accept a limited power of attorney from Freddie Mac empowering the Servicer to perform all duties of the mortgagee in canceling the Note and Security Instrument upon satisfaction of the Borrower's debt. In its discretion, Freddie Mac may give and the Servicer agrees to accept a power of attorney that grants broader powers to the Servicer. The Servicer must comply with all local recording requirements and is solely responsible for any recording fee assessed by the applicable authority. Freddie Mac may require that the Servicer identify to Freddie Mac all jurisdictions where Freddie Mac's power of attorney has been recorded.



	(d)
	Servicing Texas Equity Section 50(a)(6) Mortgages
The Servicer must have in place adequate procedures to receive and timely respond to Borrower inquiries, claims of defects, and other complaints (whether or not the Borrower specifically references Article XVI Section 50(a)(6) of the Texas Constitution) received in connection with a Texas Equity Section 50(a)(6) Mortgage. In addition, if the Servicer receives a Borrower notification of the lender's failure to comply, or otherwise discovers that the lender has failed to comply, with the provisions of Article XVI of the Texas Constitution with respect to a Texas Equity Section 50(a)(6) Mortgage, it must notify Freddie Mac (via Form 105, Multipurpose Loan Servicing Transmittal) pursuant to the requirements in Chapter 67, of the notification or discovery and provide Freddie Mac with a copy of the notification and/or related information. The Servicer must cure all curable defects in accordance with the provisions of Section 50(a)(6) of Article XVI of the Texas Constitution within the time period specified in Section 50(a)(6).


51.4: Servicer and Servicing Agents (12/18/08)
	(a)
	Servicer's and Servicing Agent's responsibilities
The Servicer must service Mortgages purchased by Freddie Mac in accordance with the requirements of applicable law and the Purchase Documents. FHA, VA and Section 502 GRH Mortgages and Mortgages covered by mortgage insurance must be serviced in accordance with the Servicing requirements of the Purchase Documents and the applicable FHA, VA, RHS or Mortgage insurer (MI) requirements. To the extent that those requirements may conflict with the Purchase Documents, the FHA, VA, RHS or MI requirements, as applicable, will control.

A Seller that is not also a Servicer must transfer Servicing to a Servicer in accordance with the requirements of Chapter 56. The Servicer may request approval to transfer Servicing to another Servicer or designate another Servicer as its Servicing Agent.

Notwithstanding Freddie Mac's written approval of a Servicing Agent, in accordance with the provisions of Section 51.4(b), and notwithstanding the actual performance by the Servicing Agent of the Servicer's Servicing responsibilities, the Servicer shall continue to be responsible and liable to Freddie Mac for all Servicing requirements and all representations and warranties, in accordance with the terms of the Purchase Documents. Freddie Mac shall be entitled to look solely to the Servicer for fulfillment of all Servicing requirements and all representations and warranties set forth in the Purchase Documents.

If Freddie Mac suspends or disqualifies the Servicer as an approved Freddie Mac Seller/Servicer or terminates Servicing with respect to the Servicer, then, notwithstanding any provision in any contract entered into by and between the Servicer and an approved Servicing Agent with respect to the Servicing of Mortgages for Freddie Mac, any such contract shall, without notice, demand or other action, immediately terminate and be of no further force and effect. Immediately following any such occurrence and upon request by Freddie Mac, the Servicer and the Servicing Agent shall execute and transfer all such documents and do all such acts as Freddie Mac, at its sole discretion, may request as being necessary or advisable to facilitate the transfer of Servicing to another Servicer designated by Freddie Mac. In such event, Freddie Mac, at its sole discretion, may contract separately with the Servicing Agent for the Servicing of the Mortgages which the Servicer was previously responsible for Servicing, and the Servicing Agent will assume the obligation to service such Mortgages in accordance with the terms of the Purchase Documents.

Notwithstanding any provision to the contrary in any contract between the Servicer and an approved Servicing Agent, in the event of the suspension or disqualification of the Servicing Agent as a Freddie Mac Servicer, then any such contract shall, without notice, demand or other action, immediately terminate and be of no further force and effect. Immediately following any such suspension or disqualification, the Servicer and the Servicing Agent (as may be appropriate) shall execute and transfer all such documents and do all such acts as the Servicer may deem necessary or advisable to facilitate a transfer of the Servicing obligations of the Mortgages back to the Servicer.

The Servicer shall, and hereby agrees to, indemnify Freddie Mac from and against any losses, damages, claims or expenses (including court costs and reasonable attorney fees) incurred by Freddie Mac as a direct or indirect consequence of the Servicing Agent's bankruptcy, insolvency, or failure to comply with any of the requirements of the Purchase Documents.



	(b)
	Approval
Before delivery of the first Purchase Contract under which Mortgages will be serviced by a Servicing Agent, the Servicer must obtain Freddie Mac's written approval of the Servicing Agent. To request approval, the Servicer must submit an executed Form 479A, Single-Family Servicing Agent Certification, to Freddie Mac (see Directory 3). Freddie Mac reserves the right to disallow use or rescind authorization of any Servicing Agent that it has determined does not service Mortgages according to Freddie Mac standards.



	(c)
	Review of Servicing Agent
Before submitting the executed Form 479A, the Servicer must carefully review the procedures and methods of operation of the proposed Servicing Agent for compliance with Freddie Mac's requirements. By submitting a Form 479A and proposing to use a particular Servicing Agent, the Servicer shall be deemed to warrant to Freddie Mac that the Servicer has carefully reviewed the Servicing Agent's procedures and methods of operation for compliance with Freddie Mac's requirements and has determined that the Servicing Agent has demonstrated the ability to service Mortgages in accordance with such requirements by having satisfactorily serviced for a reasonable period of time an existing portfolio of Mortgages of the same types as the Mortgages to be serviced for Freddie Mac.



	(d)
	Data processing
Freddie Mac does not consider the use of data processing services furnished by persons other than the Servicer to constitute the use of a Servicing Agent. In addition, the use of such services does not require Freddie Mac's approval. The Servicer must ensure that the provider of such data and transaction processing services has a business continuity plan in place to maintain or restore data on Mortgages serviced for Freddie Mac in the event of a disaster or other interruption of business operations and processes.

The use of data processing services does not relieve the Servicer of any of its responsibilities to Freddie Mac under the Purchase Documents.


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

If the Servicer provides the Borrower with the required information in a telephone conversation, it must provide the same information to the Borrower in writing.

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

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


A 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 Servicer must disclose and explain the terms of assumption approval to the Borrower. (See Sections 53.3 and 56.11 through 56.13 for additional Servicing obligations relating to Borrower inquiries.)

51.6: Acceptable Mortgage accounting (05/01/96)
Accounting by Servicers must be done in compliance with the requirements set forth in this Guide, as it is amended or supplemented from time to time. Servicers should be familiar with and able to comply with the requirements of these documents.

51.7: Changes to the Mortgaged Premises (04/25/06)
	(a)
	Processing requests for partial releases and granting of easements
A Servicer may receive a request to release part of the Mortgaged Premises or a request to approve the granting of an easement on a portion of the Mortgaged Premises. A partial release may be initiated at the Borrower's request or as a result of some other action such as a condemnation or a taking of the property by eminent domain. Except as noted below, you must obtain an appraisal report with an interior and exterior inspection that meets the requirements of Chapter 44 when considering such requests in order to determine the value of the Mortgaged Premises immediately before the release and the estimated value after the release.

You may approve a request to release a portion of the Mortgaged Premises or to grant an easement provided the following conditions are met:

1.

The Borrower's monthly Mortgage payment is current at the time of the request, and there is no change in the expectation that the Borrower can continue to make the monthly payment

2.

You have received written approval of the FHA, VA, RHS or MI and all superior lien-holders, if applicable

3.

Either of the situations and the corresponding actions in the chart below are met:

Situation[image: image2.png]
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If

•
The current loan-to-value (LTV) of the Mortgage based on the value obtained at origination (as described in Section 23.1) is less than 60%, and

•
The consideration the Borrower receives for the release or easement is not greater than 5% of the original value, and

•
The transaction is arm's-length
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Then

•
An appraisal is not required

•
The Borrower is not required to apply the consideration received for the release or easement to reduce the unpaid principal balance (UPB) of the Mortgage
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If

•
The current LTV of the Mortgage based on original value is equal to or greater than 60%, or

•
The consideration the Borrower receives for the release or easement is greater than 5% of the original value or no consideration is received
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Then

•
You must order a new appraisal with interior and exterior inspection that provides current and estimated after release values, and

•
The UPB of the Mortgage must be reduced in an amount sufficient to maintain the same LTV ratio, as determined by the appraisal immediately before the release or easement is granted. However, if the estimated value after the release is less than 60% LTV, the Borrower is not required to reduce the UPB of the Mortgage.
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Notwithstanding the above, the Servicer may require that any consideration received by the Borrower for the released land or easement be applied to the UPB of the Mortgage, if the Servicer determines that the intended use of the released land or easement would adversely affect the value or use of the remaining Mortgaged Premises. Upon release, the Servicer must ensure that all applicable tax authorities are notified for adjustment of applicable assessments. The Servicer is responsible for ensuring that the title of the Mortgaged Premises after the release remains a valid First Lien as required in Section 22.3 and the title insurance meets the requirements of Chapter 39 after the release or easement has been granted.

If any of the above conditions are not met, you must submit the request to us (see Directory 5) via the Form 105, Multipurpose Loan Servicing Transmittal Form, together with the following documentation:

•
A copy of the written request from the Borrower or governmental agency requesting the release or easement

•
A copy of a current appraisal with an interior and exterior inspection ordered by the Servicer showing the value of the Mortgaged Premises immediately before the release, and an estimated value of the remaining Mortgaged Premises after the release

•
Verification that the Borrower is current on their monthly Mortgage payments

•
A copy of the FHA, VA, RHS or MI approval, if applicable

•
A copy of the new plat or survey showing the proposed release or easement

•
A copy of the recorded Security Instrument including the legal description

•
Any other documentation related to the request




	(b)
	Additional requirements for easements
In addition to the requirements noted in Section 51.7(a), you must ensure that any special requirements for the granting of an easement as specified in the Security Instrument are met.



	(c)
	Additional requirements for condemnation/eminent domain
In addition to the requirements noted in Section 51.7(a), the following conditions must be met in the case of a condemnation or a taking of the property by eminent domain:

1.

You must ensure that any special requirements for a condemnation or the taking of a property by eminent domain as specified in the Security Instrument are met

2.

You must submit a Form 105, together with the documentation specified in Section 51.7(a) (number 3) and any other applicable documentation, to Freddie Mac (see Directory 5) if:

•
The Mortgaged Premises will be taken in whole and the consideration to be paid to the Borrower will be insufficient to satisfy the unpaid principal balance (UPB) of the Mortgage

or

•
The Mortgaged Premises will be taken in part and

•
The value of the property being taken is greater than the consideration being paid to the Borrower and

•
The loan-to-value (LTV) ratio does not meet the conditions specified in Section 51.7(a) for release without any consideration

Freddie Mac will review the request and provide you with instructions on how to proceed.



	(d)
	Conversions of the Mortgaged Premises
The Mortgaged Premises may not be converted from a 1- to 4-unit property to a condominium or cooperative, and any such conversion shall be treated as a transfer of the Mortgaged Premises under Section 60.1. In addition, no individual units of a 2- to 4-unit property may be separately released from the Mortgaged Premises.


51.8: Modification; release (04/06/01)
The Servicer must not modify, waive, or release any term of any Note or Security Instrument, accept any prepayment, or consent to any postponement of performance by any Borrower of any obligation under a Note or Security Instrument, except as authorized by the Purchase Documents.

For leasehold Mortgages, the Servicer must not approve or consent to (i) any partition, subdivision or modification of the ground lease community and the leasehold estate; (ii) any surrender, abandonment or termination of the leasehold estate or the ground lease community, (iii) the termination or cancellation of the lease and any amendments to the lease that affect the rights of the leasehold mortgagee, without the written approval of Freddie Mac.

51.9: Audits and access to Mortgage records (04/01/08)
Freddie Mac may at any time conduct an audit of the Mortgages for purposes of verifying the Servicer's compliance with the terms and conditions of the Purchase Documents. Mortgages to be audited will be selected by Freddie Mac. The Servicer must submit to Freddie Mac all files relating to the Mortgages. The files must contain, at a minimum, all documents required by the Purchase Documents. The audit rights contained in this Section 51.9 in no way limit Freddie Mac's rights or remedies as otherwise provided in the Purchase Documents.

In addition, the Servicer agrees that at any reasonable time, as requested by Freddie Mac, it will disclose to or permit Freddie Mac to have access to or to examine, or will deliver to Freddie Mac copies of, any and all records, documents, files, information and data, including any of the same maintained in the Mortgage file or in any database or in any data processing, storage, or retrieval system (all such records, documents, files, information and data hereinafter referred to as "Mortgage records"), pertaining to any Mortgage serviced by the Servicer for Freddie Mac. The Servicer also agrees to take any of the foregoing actions with respect to any and all other records, documents, files, information and data maintained or held by the Servicer which Freddie Mac considers necessary to determine or assess the correctness and completeness of the Mortgage records pertaining to any Mortgage serviced by the Servicer for Freddie Mac or to assure that the Servicer is complying with the requirements of the Purchase Documents. Freddie Mac's request may be made by either spoken or written communication.

The Servicer agrees that it shall cause each and every Servicing Agent, service bureau, or any other person which shall, at any time, process, maintain or store any Mortgage records for and on behalf of the Servicer, to consent in writing, to permit Freddie Mac, as requested by Freddie Mac, to have access to, or to have disclosed to it, or to have copies of, any and all of such Mortgage records, pertaining to any Mortgage serviced by the Servicer for Freddie Mac, and any and all other records, documents, files, information and data maintained or held by such other person which Freddie Mac considers necessary to determine or assess the correctness and completeness of the Mortgage records pertaining to any Mortgage serviced by the Servicers for Freddie Mac or to assure that the Servicer is complying with the requirements of the Purchase Documents.

The Seller/Servicer also agrees to allow Freddie Mac to conduct monitoring from time to time in order to confirm that the Seller or the Servicer is satisfying its obligations under the Guide to safeguard Borrower nonpublic personal information pertaining to Mortgages purchased by Freddie Mac.

51.10: Notification concerning Principals (04/25/06)
A Seller/Servicer is required to notify Freddie Mac (see Directory 1) in writing immediately, or 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.

51.11: Servicer performance measurements (10/20/08)
	(a)
	Servicer Performance Profile and Servicer Tiering
A Servicer's performance results in Servicing Mortgages for Freddie Mac is published monthly in a Servicer Performance Profile through MIDANET® for the PC and at http://www.freddiemac.com/singlefamily/service/tools.html. The criteria and requirements for determining Tier ratings are also published through MIDANET for the PC and http://www.freddiemac.com/singlefamily/service/tools.html, and these criteria and requirements, and changes thereto by Freddie Mac, are incorporated into the Guide by reference. The profile provides a Servicer with a Tier rating of 1 through 4 in each of the following two categories:

•
Investor reporting and remitting

•
Default management

The Tier numbers correspond to the following levels of performance:

•
Tier 1 Superior performance

•
Tier 2 Standard performance

•
Tier 3 Below standard performance

•
Tier 4 Unacceptable performance

If the number of Mortgages that are 90 or more days delinquent that the Servicer services for Freddie Mac is:

•
Between 1 and 25, then the Servicer will receive a default management Tier rating of "V"

•
Zero, then the Servicer will receive a default management Tier rating of "X"

For purposes of applying the default management Tier to any policies or requirements, Servicers with Tier ratings of "V" or "X" will be considered Tier 2 in default management. However, based on our review and evaluation of the delinquency ratio of a Servicer with a Tier rating of "V" or "X," we may determine that such a Servicer is not eligible to service certain products such as, but not limited to, those listed in Section 51.11(c).

Within each of the two categories there are individual standards to measure performance in the various activities that are part of investor reporting and remitting and default management. For example, in default management, two of the individual standards are the workout-to-REO + workouts ratio and foreclosure time line management. Each individual standard has a range of scores that equates to a Tier rating of 1 through 4. Additionally, each individual standard is assigned a weight and the total of all the scores of the weighted standards becomes the default management Tier rating. For each individual standard, the Servicer will be assigned a sub-Tier on the same 1-4 scale as stated above.

The individual standards may or may not be published in the Guide. However, the standards will always be published with the Servicer Performance Profile. Freddie Mac reserves the right to amend the performance standards and the content of the Servicer Performance Profile, at any time.



	(b)
	Other performance measurements
Freddie Mac has established specific target performance measures that all Servicers are expected to achieve. Refer to Section 65.8 for Freddie Mac's default management performance standards. Refer to Section 76.7.1 for Freddie Mac's investor reporting and remitting performance standards.



	(c)
	Servicer eligibility requirements for certain products
Tier 1 and Tier 2 Servicers are eligible to service the following products:

•
Affordable Gold® 97 Mortgages

•
Home Possible® Mortgages

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

•
A-minus Mortgages

•
Freddie Mac 100 Mortgages

•
Mortgages secured by Manufactured Homes

Affordable Gold® 97 Mortgages and Freddie Mac 100 Mortgages are no longer eligible for sale to Freddie Mac.

Servicers with a tier rating of "V" or "X" in Default Management may also be eligible to service these products.

Refer to Bulletin 99-2 for further details on Servicing eligibility for certain Mortgages.



	(d)
	Restrictions on Servicing for Tier 3 or 4 ratings
1.
Tier 3
If you are rated as a Tier 3, in investor reporting or default management for two consecutive calendar quarters, we may determine, in accordance with Chapter 56, to not approve any Transfer of Servicing request for you to acquire Servicing from another Servicer, or we may condition our approval of your Transfer of Servicing request upon you using an alternative Servicing method acceptable to us for all delinquent Mortgages you will be servicing for us.
2.
Tier 4
If you are rated as a Tier 4 in investor reporting or default management for two consecutive calendar quarters, we will, in accordance with Chapter 56, not approve any Transfer of Servicing request for you to acquire Servicing from another Servicer.

If you are rated as a Tier 4 in investor reporting for two consecutive calendar quarters, you will not be permitted to retain Servicing for any new Mortgages you may deliver to us. If you fail to improve your rating by the end of two additional calendar quarters to at least a Tier 3 in both investor reporting and default management, we will require you to:

a.

Use an alternative servicing arrangement acceptable to us for all delinquent Mortgages you service for us, or

b.

Transfer the portfolio you service for us to a Tier 1 or 2 Servicer




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

51.13: Workout Prospector® User Agreement (10/20/08)
Each Servicer that uses Freddie Mac's Workout Prospector® software will be deemed to be bound by all of the provisions of the Workout Prospector User Agreement, set forth as Exhibit 86, to the same degree as if it had signed such Agreement as a "User."

51.14: Servicer fiscal responsibilities (12/16/02)
The fiscal responsibilities of the Servicer include the following:

	1.
	Preparing the Servicer's balance sheet and other financial statements in a manner that clearly reflects the sale of Mortgages to Freddie Mac as a sale of assets. This is required in addition to the file identification and marking of accounting records required elsewhere in this Guide


	2.
	Maintaining, at all times, minimum Acceptable Net Worth in accordance with the requirements of Section 4.3.


51.15: Mortgage accounting records (09/10/01)
	(a)
	Permanent records
The Servicer must maintain permanent Mortgage accounting records for each Mortgage sold to Freddie Mac. The records must indicate Freddie Mac's Percentage of Participation in each Mortgage and must contain the complete Freddie Mac nine-digit loan number assigned to the Mortgage.



	(b)
	Accounting system
Freddie Mac requires that the Servicer's Mortgage accounting system be able to produce an account transcript for each Mortgage, itemizing the following in chronological order:

•
The date, amount and breakdown of principal, interest and Negative Amortization of each payment

•
The date to which interest is paid

•
The date, amount and nature of each disbursement, advance, adjustment or other transaction affecting the amounts due from or to the Borrower

The system must also be capable of

•
Providing the current outstanding principal balance and Negative Amortization of the Mortgage

•
Providing the current Escrow (impound) balance

•
Providing for disclosure of any insufficiency in Escrow balances for a Mortgage




	(c)
	Accounting principles
The Servicer must maintain the accounts and records for Freddie Mac-owned Mortgages according to sound and generally accepted accounting principles in a manner that permits Freddie Mac's representatives or designees to examine and audit these accounts and records at any time.


51.16: Accounting methods (04/25/06)
	(a)
	Amortization method
The Servicer must use the amortization method of individual loan accounting, with interest calculated in arrears, for each Mortgage it services for Freddie Mac. Under this method, an individual Mortgage payment is applied to interest and principal by first calculating the interest portion and then applying the balance of the payment as a principal reduction.

Unless otherwise specifically required by law, the interest portion of the payment must be determined by computing one full month's interest on the outstanding principal balance ( Exhibit 62, Interest Calculation: Amortization Method) regardless of the day on which the payment is actually received. To determine the interest due for the month, multiply the outstanding principal balance by the interest rate of the Mortgage and divide by 12.

Factors used for interest calculations must be carried to at least six decimal places, then rounded to the nearest decimal place based on the third digit. After applying the interest portion of the payment, the remainder is applied to principal.

The Fannie Mae/Freddie Mac Uniform Instruments provide for this amortization method, unless the law of the State where the Mortgaged Premises are located specifically requires a different method. If applicable law specifically requires a different method, the Servicer must so notify Freddie Mac (see Directory 7) in writing before remitting payments to Freddie Mac. When computations involve multiple installments, such as several delinquent installments, the interest from each may be computed using the same principal balance ( Exhibit 63, Interest Calculation: Amortization Method). The amount to be applied to interest from each installment also may be calculated in succession, using the principal balance remaining after the previous calculation and principal application ( Exhibit 64, Interest Calculation: Amortization Method). Similarly, a method that strictly applies payments according to a predetermined amortization schedule is also acceptable.

For Initial InterestSM Mortgages, the monthly payment will be interest-only followed by fully amortizing principal and interest payments beginning on the First Amortizing Payment Date. For Initial Interest Mortgages, Servicers must have the ability to produce monthly payment statements for Borrowers.

In addition, for Initial Interest 3/1, 5/1 and 7/1 10-year Interest Only Period adjustable-rate Mortgages (ARMs), Servicers must be able to track the first Interest Change Date and the First Amortizing Payment Date separately.



	(b)
	Interest calculations involving a period of less than one month
For interest calculations involving a period of less than one month (for example, Mortgages paid in full or third-party sales), the amount of interest must be based on actual days and a 365-day year.



	(c)
	Interest-in-advance
Freddie Mac does not permit the use of the prepaid interest or interest-in-advance methods on Mortgages purchased. Any Servicer using the interest-in-advance method must convert to the interest-in-arrears method for Mortgages purchased by Freddie Mac before delivering the Mortgages to Freddie Mac.


51.17: Application of payments: general policy (06/07/01)
Except as described in Sections 51.18 through 51.20, all payments of the monthly installment due shall be applied as specified in the Security Instrument.

51.18: Application of payments: differences in collection (02/17/05)
For each Mortgage, all payments received must equal or exceed the monthly principal, interest and Escrow, if applicable, unless a deficiency of $50 or less occurs. You must not create a payment deficiency by deducting a late charge from the regular monthly payment. Refer to Section 64.3(b) for further information on late charge collections.

A Mortgage payment, including Escrow amounts, that is deficient by $50 or less may be:

	•
	Applied by reducing the amount credited to the Escrow balance


	•
	Credited to an unapplied or suspense funds account until a full payment is received


	•
	Returned to the Borrower for a complete payment


If the deficiency exceeds $50, the partial payment must be either credited to unapplied or suspense funds until a full payment is received or returned to the Borrower.

Partial payments received from a Borrower during a repayment plan must be held in our Escrow Custodial Account until a full payment is received.

Refer to Section 77.14 for our requirements regarding the deposit of partial payments to the Escrow Custodial Account.

Checks returned because of insufficient funds must be reflected as a complete reversal of the most recent Escrow, interest, Negative Amortization and principal application

51.19: Application of payments: Mortgage paid in full (08/21/06)
	(a)
	General Servicer responsibilities
The Servicer must determine and accept the amount required to pay a Mortgage in full, including the interest to the payoff date and remit the total proceeds due Freddie Mac. The Servicer is responsible for providing payoff amounts to individual Borrowers or their agents and is liable to Freddie Mac for any errors in the amount of any payoff.

With respect to a Prepayment Penalty Mortgage, the Servicer must collect the amount of the prepayment penalty provided for in and under the conditions specified in the Mortgage loan instruments and:

1.

For Prepayment Penalty Mortgages sold to Freddie Mac prior to October 14, 2005, the Servicer must not assess or collect a prepayment penalty if either:

•
The proceeds received for the payoff of the Mortgage are from the sale of the Mortgaged Premises, or

•
The payoff of the Mortgage is received from any source, including insurance proceeds, in connection with the workout of a delinquent Mortgage or due to a default under the terms of Security Instrument

2.

For Prepayment Penalty Mortgages sold to Freddie Mac on and after October 14, 2005, the Servicer must not assess or collect a prepayment penalty if either:

•
The proceeds received for the payoff of the Mortgage are from the sale of the Mortgaged Premises and the prepayment period is more than three years or

•
The payoff of the Mortgage is received from any source, including insurance proceeds, in connection with the workout of a delinquent Mortgage or due to a default under the terms of the Security Instrument



	(b)
	FHA/VA and Section 502 GRH Mortgages
For FHA/VA and Section 502 GRH Mortgages, any notice of prepayment or entitlement to interest past the date of payment-in-full must be waived by the Servicer on behalf of Freddie Mac. Escrow balances may be either credited to the mortgagor or returned separately.

When an FHA Mortgage is paid in full, the Servicer must collect the amounts due FHA for the adjusted prepayment premium and for pro rata earned Mortgage insurance premiums. The Servicer must then complete any required notice and submit it directly to FHA with the required remittances.



	(c)
	Buydown accounts
Any funds remaining in the buydown account of a Mortgage prepaid in full must be released according to the terms of the buydown agreement.

For further explanation of procedures to be followed in regard to conventional, FHA/VA and Section 502 GRH Mortgage payments-in-full, see Section 78.15.


51.20: Application of payments: partial prepayments (curtailments) (06/28/04)
The Servicer may accept partial prepayments of principal in accordance with the terms of the Note.

Funds received in consideration of a partial release of the Mortgaged Premises or the taking of the Mortgaged Premises in whole or in part by eminent domain will be applied as instructed by Freddie Mac in accordance with Section 51.7.

	(a)
	Adjustable-rate Mortgages (ARMs)
For ARMs, curtailments must first be applied as a reduction of Negative Amortization and then as a reduction to principal. Both applications must be reported as principal due Freddie Mac in the loan-level transaction.



	(b)
	Computing interest
For computing interest, each partial prepayment received after the accounting cycle cutoff of the monthly installment will be credited as of the Due Date of the next monthly installment. The interest portion of the next installment must be computed on the principal balance before crediting the partial prepayment. If curtailment interest is collected at the time of the partial prepayment, the interest portion of the next installment due is then computed on the principal balance after curtailment.



	(c)
	Modifications
Home and Second Mortgage modifications that result in reduced monthly payments due to curtailments may be made without Freddie Mac's approval, provided that:

•
The monthly payments are current

•
There is no extension of the Note maturity date or the maturity date calculated in accordance with any modification agreement in force at the time of Freddie Mac's purchase of the Mortgage

•
MI, VA, RHS or FHA approval is obtained, if applicable

•
The Note Rate remains unchanged

All other modifications require prior written approval by Freddie Mac.



	(d)
	Initial InterestSM Mortgages
If the Borrower makes a principal curtailment during the Interest Only Period, then the next interest only payment must be recalculated based on the new unpaid principal balance (UPB). The Servicer must remit interest based on the new UPB to Freddie Mac in the accounting cycle immediately following the date the Borrower made the principal curtailment.

Servicers must be able to comply with the terms of the Initial Interest Note and calculate (or recalculate) the first fully amortizing principal and interest payment based on the UPB after application of any partial prepayment received on or before the last interest only payment due date.

Before the effective date of any change in the Borrower's monthly payment, the Servicer must deliver or mail the Borrower a notice of such change. The notice must include the information required in the loan instruments or by applicable law, and must also include the following:

•
Name and address of Borrower

•
Address of property

•
Loan number

•
Change in monthly payment

•
New monthly payment amount

•
Reason for change (i.e., reduction in UPB; loan becomes fully amortizing; change in interest rate, if an ARM)

•
Title and telephone number of a person who will answer any questions 




51.21: Reapplication of prior repayments (06/07/01)
The Servicer may not automatically reapply prior prepayments or accumulated prepayments for payment of subsequent installments. Payments advanced to satisfy future installments must be accounted for as advanced (prepaid) installments of principal and interest. The Servicer should contact the Borrower if there is a question about the Borrower's intent.

51.22: Accounting with respect to delinquency relief (06/07/01)
Freddie Mac's Servicing requirements regarding Delinquency relief are described in Chapter A65. These sections should be read in conjunction with the accounting requirements in this section.

When Delinquency relief has been granted, the Servicer must apply funds collected from the Borrower according to the governing Note or repayment agreement. Regardless of cash collected from the Borrower, the Servicer must report to Freddie Mac in accordance with the net yield reporting concept. Freddie Mac will receive its proportionate share of principal collections and the Accounting Net Yield interest for the monthly reporting period.

Section 78.22 sets forth the monthly reporting requirements.

51.23: Eligibility and financial reporting requirements (06/07/01)
Sections 4.8 and 4.10 set forth the requirements for submitting an annual eligibility certification report and a quarterly mortgage bankers financial report.

51.24: Transfer of Servicing (06/07/01)
The Servicer agrees that it will not transfer its Servicing portfolio (in whole or in part) without Freddie Mac's prior written approval. Chapter 56 describes the conditions under which a Transfer of Servicing may take place.

51.25: Biweekly payment plans (06/07/01)
A Borrower may choose to enter into a biweekly payment plan to accelerate the reduction in principal on a Mortgage by applying the equivalent of one or more extra monthly payments each year, thereby reducing total interest costs.

Biweekly payment plans do not change the conditions and terms of the Note regarding the amount of monthly payments, when monthly payments are due, the application of payments, the assessment of late charges and the calculation of delinquencies, nor do they change the way payments are reported or remitted to Freddie Mac, or the way delinquencies are reported to Freddie Mac.

If the Borrower asks about using a third party's biweekly payment plan and this third party is not a vendor who administers the plan for the Servicer, then the Servicer should advise the Borrower that the:

	•
	Conditions and terms of the Mortgage still apply and will be enforced


	•
	Borrower can make the extra payments directly to the Servicer without a formal plan and without the cost and potential risks of using a third party to administer such a plan (or the Servicer may offer such a plan to the Borrower if the Servicer has such a plan available)


	•
	Borrower will be responsible for any late charges or payment shortages if the third party fails to make timely and sufficient payments to the Servicer


	•
	Borrower should check the type of safeguards that will be in place to protect the Borrower's money from misuse by a third party before it is transferred to the Servicer


	•
	Mortgage could be subject to foreclosure action if the third party fails to remit the Borrower's payment to the Servicer and the Mortgage becomes delinquent, even if the Borrower has taken legal action to recover any payments made to the third party that were not remitted to the Servicer


If the Servicer chooses to enter into a biweekly payment plan with a Borrower after the Mortgage has been sold to Freddie Mac, the Servicer must ensure that the following requirements for the administration of the plan are met:

	1.
	A Servicer may offer or advertise the availability of a biweekly payment plan for Mortgages in the Servicer's portfolio, so long as the Servicer does not specifically target the offer or advertisement to Mortgages that are serviced to Freddie Mac


	2.
	The Servicer must establish the biweekly payment plan pursuant to a separate agreement between the Borrower and the Servicer. The agreement must allow for cancellation by either the Borrower or the Servicer at any time, at which point the monthly payment schedule would be reinstated. The Borrower cannot be charged a fee for canceling the agreement.


	3.
	Any fee that is charged to the Borrower for this service must be allowable under applicable law and be reasonable compared to other providers' fees in the market


	4.
	The Servicer may administer the plan or contract with a third-party vendor to administer the plan


	5.
	The plan must provide that two biweekly payments equate to one monthly payment due under the terms of the Note and that payments collected in a given month are applied as a monthly payment on the first day of the month following the month in which the payments were received. In any month in which a third payment is received, that payment is applied as a principal curtailment in the month following the month in which the payment was received.


	6.
	All biweekly principal and interest payments received from the Borrower must be placed in an Escrow Custodial Account that meets the requirements of Chapter 77. If the Servicer administers the plan, then the payments must be placed into the Escrow Custodial Account no later than the first Business Day after their receipt by the Servicer. If the Servicer administers the plan through a third party, then the payments must be placed into the Escrow Custodial Account no later than the second Business Day after the date on which the third party deposits the payments into the Servicer's payment clearing account. On the payment due date, sufficient funds to equate to one monthly payment must be posted to the Mortgage record and the funds transferred into the Principal and Interest Custodial Account. The Servicer may use the Escrow Custodial Account that is established for Escrow items such as real estate taxes and insurance so long as the biweekly payment funds can be identified and accounted for separately for each Borrower using the plan, or the Servicer may set up a separate Escrow Custodial Account that meets the requirements of Chapter 77.


	7.
	If the Borrower does not pay the third biweekly payment in a month when a third payment is due under the plan, the Borrower may not be charged a late charge, nor may the Borrower be reported as delinquent.


	8.
	The Servicer must be able to identify which Mortgages have biweekly payment plans and provide this information to Freddie Mac if asked to do so.


51.26: Home Mortgages purchased in part (07/01/00)
	(a)
	Mortgages Purchased in Part
A Freddie Mac participation purchase consists of an ownership interest in a percentage of the unpaid principal balance (UPB) of a Mortgage.

The accounting and reporting requirements for Mortgages Purchased in Part by Freddie Mac reflect:

•
A percentage of all principal collections

•
A percentage of interest on the outstanding principal balance at the Accounting Net Yield




51.27: Principal and discount on adjustable Mortgages purchased by Freddie Mac (07/01/00)
The specific features of discounting adjustable Mortgages vary depending on the unique characteristics of the applicable adjustable Mortgage program. Freddie Mac has developed various programs for the purchase of adjustable Mortgages.
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Chapter 52:  Mortgage File Retention

52.1: Contents (12/16/02)
The Servicer must maintain an individual file for each Mortgage serviced for Freddie Mac. The file must contain all documents required to be held by the Seller, as stated in Chapter 47 of this Guide, as well as all legal notices, correspondence, forms and reports concerning the Mortgage and the Mortgaged Premises or Real Estate Owned (REO).

The Servicer must also maintain adequate records of collection efforts and make the records available for Freddie Mac's inspection on request. At a minimum, the records must show:

	1.
	The dates when letters and notices were mailed


	2.
	Dates of personal contacts


	3.
	Reasons for prior and current defaults


	4.
	Results of conversations with the Borrowers


	5.
	Terms of any repayment arrangements


	6.
	Documentation of property inspections, as required in Section 64.7


52.2: Form (10/19/07)
The Servicer must maintain the originals of each of the following documents:

	•
	The Security Instrument, complete with recordation notation. Where recorders may keep the originals, a copy certified by the recorder will suffice. In jurisdictions where applicable law or common practice requires the original Security Instrument to obtain a release, the Servicer agrees to maintain a copy certified by the recorder of the original Security Instrument, complete with recordation notation.


	•
	The certificate of title with the lien properly noted, if the Mortgage is secured by a Manufactured Home in a certificate of title State where there is no procedure for canceling the certificate of title. In jurisdictions where applicable law requires the owner of the Manufactured Home to retain the original certificate of title, the Servicer may maintain a copy of original certificate of title. Refer to Section H33.7(c)3.


	•
	The recorded assignment of the Mortgage to MERS, if applicable, and any intervening assignments, if:

•
The Note is held by Freddie Mac, or

•
The Note is held by a Custodian and the Servicer has elected to retain the assignments for MERS-registered Mortgages.




	•
	For Mortgages documented using a New York Consolidation, Extension and Modification Agreement (NY CEMA), the Original Old Money Notes, Original New Money Notes (Gap Notes) and, if applicable, Original Consolidated Notes from prior consolidations as required by Sections 6.8.1, 46.2 and 47.2.1


The above documents must be kept in a fire-resistant storage area. If they are maintained in the Mortgage file, the file must be kept in a fire-resistant storage area. Freddie Mac may, at any time, require that, at the Servicer's expense, the Servicer or the Custodian affix the Freddie Mac loan number to the face of each Note.

For documents and records other than those specified above, in lieu of originals, the Servicer may maintain copies that are reproduced from the original documents by any photographic, photostatic, microfilm, microfiche, electronic imaging, optical disk or laser disk storage process, if all of the following requirements are met:

	1.
	The copies are allowed under laws or regulations to which the Servicer is subject and in the jurisdiction where the Mortgaged Premises are located


	2.
	The Servicer has a written opinion of its counsel that the copies are admissible evidence in court


	3.
	The copies were made in the regular course of business pursuant to a written policy of the Servicer applicable to all its Mortgage files


	4.
	The copies were made by a process that accurately reproduces or forms a durable medium for reproducing the originals


	5.
	The Servicer maintains, on the premises where the copies are kept, equipment necessary to view or read the copies and to reproduce them into legible hard copies and makes the equipment available for use by Freddie Mac's representatives as needed


52.3: Maintenance (11/27/03)
Regardless of the form in which Mortgage files and records are kept, the Servicer must have control and identification features in place to:

	•
	Permit ready identification of the Freddie Mac loan number assigned to each Mortgage serviced for Freddie Mac and Freddie Mac's Percentage of Participation in each such Mortgage


	•
	Permit ready identification of which Mortgages are MERS-registered and of those that are closed with MERS as original mortgagee of record


	•
	Prevent the pledge or sale to a third party of any Mortgage in which Freddie Mac has a Percentage of Participation


	•
	Permit prompt retrieval and, if applicable, delivery to Freddie Mac of a file or individual components of a file by Freddie Mac loan number


	•
	Permit prompt preparation and delivery to Freddie Mac of scheduled and unscheduled reports that Freddie Mac may require by Freddie Mac loan number and/or Percentage of Participation


If, for any reason, Freddie Mac changes a loan number and has so advised the Servicer, the Servicer must promptly make the necessary changes to the applicable Mortgage file and records to reflect the new Freddie Mac loan number and instruct its Custodian, if applicable, to take similar action.

The Servicer must maintain the Mortgage file while Freddie Mac retains an interest in the applicable Mortgage and for at least seven years from the date Freddie Mac's interest in the Mortgage is satisfied.

If the Mortgage was paid in full, the file must contain a copy of the canceled Note. If the Mortgage was repurchased by the Servicer to allow a Transfer of Ownership that is not allowed by Freddie Mac or does not meet Freddie Mac's requirements, the file must contain a copy of the executed Transfer of Ownership or assumption/release of liability instrument.

52.4: Damage or loss (11/7/02)
The Servicer must bear the entire cost of restoring Mortgage files and related documents and records damaged or lost for any reason.

52.5: Ownership of Mortgage file and related records (11/7/02)
All documents in the Mortgage file and all other documents and records of whatever kind or description (whether prepared or originated by the Seller or others, or whether prepared or maintained or held by the Servicer or others acting for and on behalf of the Servicer), including all current and historical computerized data files, that are reasonably required to originate and subsequently service a Mortgage for Freddie Mac will be, and will remain at all times, the property of Freddie Mac. All of these records in the possession of the Servicer are retained by the Servicer in a custodial capacity only.

52.6: Inspection by Freddie Mac (11/7/02)
When Freddie Mac requests, either before or after termination of Servicing, the Servicer must permit Freddie Mac at any time during normal business hours to inspect the Mortgage files and all of the Servicer's records pertaining to Mortgage operations related to Freddie Mac.

52.7: Transfer of file custody; security of file information (11/7/02)
Freddie Mac may at any time require the Servicer to deliver the following documents to Freddie Mac, a Custodian approved by Freddie Mac or a transferee designated by Freddie Mac:

	•
	Any original Note, Security Instrument, assignment and modifying instrument still in the Servicer's custody


	•
	Any Mortgage file, document within a Mortgage file or other related documents and records in the Servicer's or its Custodian's custody, whether maintained as originals or as copies in accordance with Section 52.2


The Servicer may, without Freddie Mac's prior approval, entrust custody of all or part of the Mortgage file to the Custodian holding Notes and assignments under Section 18.2. When requested, the Servicer must be able to identify to Freddie Mac those file items held by the Custodian and document to Freddie Mac the Custodian's acknowledgment that such file items:

	•
	Are Freddie Mac's property


	•
	Will be maintained by the Custodian according to standards at least equal to those set in this chapter


	•
	Will be maintained in such a way as to ensure the security and confidentiality of the information; protect against anticipated threats or hazards to the security or integrity of the information; and protect against unauthorized access to or use of such information


	•
	Will be surrendered to Freddie Mac at any time Freddie Mac may request them


The Servicer agrees to indemnify Freddie Mac and hold Freddie Mac harmless for any loss, damage or expense (including court costs and reasonable attorney fees) that Freddie Mac may incur as a result of the Custodian's holding all or part of the Mortgage file.

The Servicer must maintain a copy (in a form allowable under Section 52.2) of any original document that has been entrusted to the Custodian for safekeeping. If all or part of the Mortgage file is held by the Servicer's Custodian, the Servicer agrees to recover from the Custodian (at the Servicer's expense) and provide to Freddie Mac (at the place and within the timeframe specified by Freddie Mac) any Custodian-held original document requested by Freddie Mac for the postfunding quality control detailed in Chapter 47 or in conjunction with a Freddie Mac desktop or on-site review of the Servicer's Servicing operations.
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Chapter 53:  Servicer Agreements

53.1: The Servicer to perform its obligations at its own expense (07/09/01)
The Servicer is responsible for performing the duties required under this Guide at its own expense and without cost or charge to Freddie Mac, except as provided in this chapter or elsewhere in this Guide. Any costs incurred by the Servicer may be charged to the Borrower only to the extent allowed under the terms of the Security Instrument and any applicable law.

53.1.1: Litigation counsel eligibility criteria (04/17/08)
Having a single law firm handle a Mortgage from foreclosure through eviction, including bankruptcy, increases efficiency and effectiveness by eliminating learning curve problems and delays caused by hand-offs and duplicative title work. Therefore, Servicers are required to ensure that counsel retained for Freddie Mac's Mortgage foreclosures, evictions, deeds-in-lieu of foreclosure and bankruptcies meet the following criteria:

	•
	The law firm retained as litigation counsel must have expertise in all four of the following areas: residential foreclosures, deeds-in-lieu of foreclosure, evictions and secured creditor representation in bankruptcy cases. For foreclosures or evictions on 2- to 4-unit properties, the law firm must also have experience in handling litigation matters on income-producing properties, including appointing receivers and enforcing assignment of rents.


	•
	The attorneys at the law firm who are actually handling Freddie Mac's cases must have a minimum of three years' experience in their particular areas of expertise. For example, an attorney handling a bankruptcy case must have at least three years' experience representing secured creditors in bankruptcy cases. In the event that the attorney handling a matter for Freddie Mac is unavailable, the firm must have an attorney with similar relevant experience who can substitute for the absent attorney without causing a delay.


In addition, when selecting a law firm to handle foreclosures and bankruptcies, Servicers should consider the reputation of the firm as well as whether the firm's attorneys, principals, or managers are, or have been, subject to:

	•
	Disciplinary action by any regulatory authority


	•
	Sanctions imposed by a court or licensing authority


	•
	Legal action by any governmental or regulatory authority resulting from the firm's involvement in single-family loan level foreclosure, bankruptcy, eviction or property closing activities


	•
	Legal action by consumers resulting from the firm's involvement in single-family loan level foreclosure, bankruptcy, eviction or property closing activities


Freddie Mac may, at its option, designate counsel to perform specific duties. Refer to Section 66.15 regarding selecting foreclosure counsel or trustee, also refer to Sections 67.10 through 67.15 regarding when to refer a bankruptcy case to counsel and our requirements for bankruptcy counsel, Sections 67.17 through 67.19 regarding litigation, and Exhibit 79, Designated Litigation Counsel/Trustee, which identifies our designated counsel.

53.1.2: Litigation communication between a Servicer and its foreclosure attorney/trustee and bankruptcy attorney (06/06/03)
A Servicer must maintain communication with the foreclosure attorney/trustee or bankruptcy attorney so that the Servicer can manage the foreclosure and bankruptcy case effectively. No less than one time per month, Servicer must require the attorney or trustee to report the status of the case, request any documentation needed from Servicer and report any relevant information to the Servicer. The Servicer must maintain this information in the Mortgage file or on its Mortgage system.

53.2: The Servicer to satisfy FHA, VA, RHS and MI requirements (05/21/04)
The Servicer must comply with and use its best efforts to obtain compliance by the original Borrower and any transferee of the Borrower with all requirements of the FHA, VA, RHS or MI for Mortgages serviced for Freddie Mac. References to FHA, VA, RHS and MI requirements are made elsewhere in this Guide, and some guidance is given as to the nature of these requirements. The Servicer must ensure that all applicable FHA, VA, RHS and MI requirements are satisfied, so that Freddie Mac receives full benefit of the FHA insurance or RHS guaranty, VA guaranty or Mortgage insurance.

53.3: Confidential information; privacy; conflicts of interest; misuse of material information; security of information (04/01/08)
Through its Servicing of Mortgages for Freddie Mac, the Servicer sometimes obtains confidential information concerning the Borrower and the Mortgaged Premises. This information must not be used in any way that could be construed to represent a conflict of interest or breach of confidentiality and may only be used for purposes of Servicing Mortgages for Freddie Mac and only as permitted under applicable law, including without limitation, all applicable federal, State and local laws relating to data privacy, the safeguarding of information, disclosure of credit information or the purchase and sale of securities. The Servicer must maintain all such confidential information in such a way as to ensure the security and confidentiality of the information; protect against anticipated threats or hazards to the security or integrity of the information; and protect against unauthorized access to or use of such information.

	(a)
	Access to confidential information
The Servicer must disclose to the Borrower, or to any third party authorized in writing by the Borrower, information maintained by the Servicer concerning the Borrower's payment history if the Borrower (or any third party authorized by the Borrower) shall request such information in writing. Information so disclosed must be correct, complete and up-to-date and must accurately reflect the Borrower's performance in meeting payment obligations without the use of codes or abbreviations.



	(b)
	Misuse of material information
Certain information about individual Mortgages or Mortgaged Premises obtained by the Servicer through its Servicing of Mortgages for Freddie Mac may be material to a purchaser or a seller of PCs representing interests in those Mortgages. This information is considered to be material if there is a substantial likelihood that a reasonable investor would consider the information to be important in determining whether to purchase or sell a PC representing interests in the Mortgages. The Servicer may not purchase or sell such a PC (or disclose material information relating to the PC to a third party for its use) without disclosing such material information to the other party to the transaction. However, if disclosure of such information to other parties would contravene applicable law and regulations regarding disclosure of credit information, the Servicer must refrain from trading with respect to the PC.


53.4: Indemnity (02/07/02)
The Servicer must indemnify Freddie Mac and hold it harmless for loss, damage or expenses (including court costs and attorney fees) that Freddie Mac sustains as a result of any failure on the Servicer's part to properly perform its services, duties and obligations under the Purchase Documents.

53.5: Independent contractor (02/07/02)
Under the Purchase Documents, the Servicer contracts with Freddie Mac as an independent contractor to service Mortgages for Freddie Mac. The Servicer is not Freddie Mac's agent or assignee.

53.6: Assignment by Freddie Mac (02/07/02)
Freddie Mac has the unconditional right to sell, assign, convey, hypothecate, pledge or in any way transfer, in whole or in part, its rights under the Purchase Documents. Freddie Mac has the right to direct the Servicer to send remittances, notices, reports and other communications to any party designated by Freddie Mac and may designate any such party to exercise any and all of Freddie Mac's rights hereunder. The Servicer must prepare, at its own expense, any assignment necessary to transfer the Mortgage to Freddie Mac's assignee or transferee.

53.7: Assignment by the Seller or the Servicer (02/07/02)
The Seller or the Servicer further warrants and agrees not to assign, sell, convey, hypothecate, pledge or in any other way transfer, conditionally or otherwise, its interests, rights or obligations under the Purchase Documents except as expressly permitted in the Purchase Documents.

53.8: Compliance with applicable law (06/17/08)
	(a)
	Servicer's Obligation
The Servicer 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 Servicer'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 also agrees to indemnify and hold Freddie Mac harmless from and against all claims, judgments, loss, cost and expense incurred by Freddie Mac arising out of the Seller/Servicer's violation of any federal or State law, regulation, regulatory guidance, ordinance or order.



	(b)
	Incident Response Program and Notice of Breach
Servicers must maintain a "Response Program" consistent with the requirements of the Interagency Guidance on Response Programs for Unauthorized Access to Customer Information and Customer Notice (the "Interagency Guidance")(12 CFR Parts 208 and 225).

If the Servicer believes there has been a "security incident," defined as any unauthorized access to, or acquisition of, information that compromises the security, confidentiality or integrity of "sensitive customer information" (as defined in the Interagency Guidance) maintained by the Servicer, and that security incident is related to Mortgages owned by Freddie Mac, the Servicer must send the following notifications to Freddie Mac (see Directory 1):

•
Written notice of the security incident, including a detailed description of its scope and root cause (to the extent then understood) and a description of the notices provided to affected Borrowers, within a reasonable time after the security incident; and

•
If the Servicer does not send notices to all Borrowers affected by a certain security incident, the Servicer must provide written notice including a rationale and explanation for not sending notice to all affected Borrowers as soon as practicable after the security incident.

If the Servicer intends to refer to Freddie Mac in any notices it sends to Borrowers on Mortgages whose information was affected by the security incident, the Servicer must notify Freddie Mac within a reasonable time prior to sending those notices to Borrowers. Freddie Mac must have the opportunity to review the content of the notices.

In all such cases, the Servicer must cooperate with Freddie Mac, including, without limitation, by providing all information and assistance requested to enable Freddie Mac to comply with its legal obligations and to manage any issues arising out of the security incident.


53.9: Notice (08/21/06)
	(a)
	Seller/Servicer notices to Freddie Mac
Except as 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 via first class mail by the Seller/Servicer at its address set forth in the Purchase Documents, the address of its Servicing office or its address stated in a separate agreement, or

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

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




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

53.10: Governing law (02/07/02)
Each Purchase Contract or other contract for the Servicing of Mortgages must be construed, and the rights and obligations of the parties thereunder determined, according to the laws of the United States. The laws of the State of New York are deemed to reflect the laws of the United States when there is no applicable precedent and when to do so would not frustrate any provision of the Purchase Contract or other contracts for Servicing.

53.11: Servicer authorized to service (02/07/02)
The Servicer must be eligible to service Mortgages for Freddie Mac under the requirements of the Purchase Documents. The Servicer warrants that it has complied with all applicable laws related to licensing, qualification to do business or approval to service Mortgages. The Servicer also warrants that the Purchase Documents have been duly authorized, executed and delivered and are valid and enforceable according to their terms. The Servicer further warrants that compliance with the terms and conditions thereof will not conflict with, result in a breach of or default under, or be adversely affected by the following:

	•
	Any terms and conditions of the Servicer's charter, or


	•
	Any agreement or instrument to which the Servicer is a party, or


	•
	Any judgment, order or regulation to which the Servicer is subject


53.12: Minimum Acceptable Net Worth (02/07/02)
The Servicer must maintain, at all times, a minimum Acceptable Net Worth in accordance with the requirements of Section 4.3.

53.13: Adjustable-rate Mortgages (02/07/02)
With respect to each adjustable-rate Mortgage (ARM) serviced for Freddie Mac, the Servicer must correctly calculate any and all adjustments to the interest rate or the monthly payment and give to the Borrower all notices of adjustment of interest rate and monthly payments in strict accordance with the requirements of applicable law and with the terms of the Note and the Security Instrument.

53.14: 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 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 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 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 Servicer anticipates that it may be required, for any reason, to release or disclose confidential information or derivative information, the 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 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 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 Servicer may provide confidential information, derivative information, and copies thereof, to those officers, directors, principals, partners, employees of the Servicer, regulators, auditors, counsel and accountants who are necessary for such performance. The Servicer must notify any such individuals receiving such confidential information or derivative information that such individual has the same obligations as the 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 Servicer by a third party that is not itself under a confidentiality obligation with respect to the information, or

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




53.15: Post-purchase MERS registration (01/02/04)
When registering a Mortgage with the Mortgage Electronic Registration System (MERS) after the Mortgage is sold to Freddie Mac, the Servicer must notify MERS that Freddie Mac is the investor and provide MERS with the Freddie Mac loan number for the Mortgage.

Mortgages secured by Manufactured Homes located in certificate of title States may not be registered with MERS. Refer to Section H33.7.
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Chapter 54:  Servicing Compensation

54.1: Compensation for Servicing Mortgages (04/25/06)
The compensation for the performance of the Servicer's duties for each Mortgage purchased by Freddie Mac is the amount by which the Note Rate exceeds the Accounting Net Yield, with a Minimum Servicing Spread to provide adequate compensation.

The Minimum Servicing Spread is 0.250% (25 basis points) for all Home Mortgages unless the Purchase Documents provide otherwise.

For Mortgages with annual- or monthly premium lender-paid mortgage insurance, the Minimum Contract Servicing Spread must be no less than the Minimum Servicing Spread plus the amount necessary to pay the mortgage insurance premium when due.

For Mortgages with single-premium lender-paid mortgage insurance, the Minimum Contract Servicing Spread must be no less than the Minimum Servicing Spread.

Refer to Section 8.2.2 for Servicing Spread requirements.

The Minimum Servicing Spread for Second Mortgages is 0.500%.

The Minimum Servicing Spread for Home Improvement Loans (HILs) Purchased in Whole on or before January 10, 1986, is 0.625%.

54.2: Compensation for Servicing Mortgages Purchased in Part by Freddie Mac (04/25/06)
The compensation for the performance of the Servicer's duties for each Home Mortgage and Second Mortgage/HIL in which Freddie Mac has purchased a Percentage of Participation is the difference between the Note Rate and the Accounting Net Yield, with a Minimum Servicing Spread to provide adequate compensation. The Minimum Servicing Spread is applicable to the entire unpaid principal balance (UPB) of the Mortgage (not just Freddie Mac's interest in the Mortgage).

54.3: Servicing compensation for a new Servicer pursuant to Transfer of Servicing initiated by Freddie Mac (04/25/06)
If Freddie Mac transfers Servicing with cause pursuant to the terms and conditions of the Purchase Documents, Freddie Mac reserves the right, at Freddie Mac's discretion, to negotiate a Servicing fee with the subsequent Servicer.

For Home Mortgages and Second Mortgages/HILs Purchased in Part by Freddie Mac, the Servicing compensation will be calculated on the entire unpaid principal balance (UPB) of the Mortgage (not just on Freddie Mac's interest in the Mortgage). If the Note Rate minus the Accounting Net Yield (ANY) is not sufficient to pay the required Servicing compensation plus any applicable mortgage insurance premium to the new Servicer, the Servicer agrees to pay the balance of the required Servicing compensation to the new Servicer. The Servicer acknowledges that its payment of Servicing compensation to the new Servicer is necessary for adequate Servicing of the Mortgage according to this Guide. The Servicer also agrees that the new Servicer and Freddie Mac have a right of offset against principal repayments payable to the Servicer in order to pay the required Servicing compensation if not otherwise done.

54.4: Servicing obligations to be performed for the Servicing compensation (02/07/03)
In consideration for the Servicing Spread, a Servicer is responsible for the performance of all of its Servicing obligations described in the Guide and other Purchase Documents for each of the Mortgages purchased by Freddie Mac. The Servicer's Servicing obligations compensated by the Servicing Spread include, among other things, undertaking all activities required to protect Freddie Mac's interest in the Mortgage in the event of a foreclosure of the property or a bankruptcy of the Borrower, such as:

	•
	Preparing foreclosure packages


	•
	Finding missing documents and/or assignments


	•
	Resolving any title issues that are the result of the Seller's or Servicer's action or inaction


	•
	Managing attorneys


	•
	Working with the Borrower to resolve the delinquency through loss mitigation activities, and


	•
	Handling the bankruptcy management activities specified in Chapter 67


The Servicer may not directly or indirectly charge Freddie Mac, the foreclosure attorney/trustee or the bankruptcy attorney for any of the foreclosure- or bankruptcy-related Servicing obligations of a particular Mortgage, unless this Guide or the other Purchase Documents specifically authorize the charge or compensation.

If Freddie Mac determines that a Servicer or any third party retained by the Servicer to perform any of its Servicing obligations (commonly referred to as outsourcing) has passed or charged, directly or indirectly, to Freddie Mac, the foreclosure attorney/trustee or the bankruptcy attorney any expenses for Servicing obligations covered by the Servicing Spread or any expenses itemized in Section 71.18, then Freddie Mac may:

	•
	Refuse to reimburse the Servicer for any attorney fees and foreclosure and bankruptcy costs related to the applicable Mortgage, and/or


	•
	Preclude the attorney who pays any such expenses on Freddie Mac Mortgages from processing future foreclosures or bankruptcies for Freddie Mac


If Freddie Mac has already reimbursed the Servicer for such a fee or expense, then Freddie Mac may elect to offset the entire legal fee from future foreclosure expenses or may seek reimbursement of the entire legal fee with interest.

Nothing in the Guide is intended to prohibit a foreclosure attorney/trustee or bankruptcy attorney from assisting a Servicer by working with a Borrower to facilitate a reinstatement of the Mortgage or loss mitigation activity.
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Chapter 55:  Servicing Reports

55.1: General requirements for Servicing reports (1/1/05)
A Servicer is required to send a monthly report via MIDANET® to Freddie Mac, in conjunction with various paper reports. The following sections of the Guide state these Servicing reporting requirements:
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Accounting reporting requirements are set forth in Chapter 78 of this Guide.

Each report and all correspondence for a particular Mortgage must reference the Freddie Mac Seller/Servicer number and the Freddie Mac loan number. The Servicer must ensure that all reports required or requested by Freddie Mac are accurately prepared and promptly submitted.

	(a)
	Computer facsimiles
Freddie Mac will accept computer-generated facsimiles for:

•
Form 102, Second Mortgage/HIL Servicing Transmittal

•
Form 1013, 1-4 Unit Property Servicing Inspection Report

•
Form 105, Multipurpose Loan Servicing Transmittal

Any computer-generated facsimiles of these forms must:

•
Reflect the most current comparable Freddie Mac form available

•
Be in the same format as the comparable Freddie Mac form with no alterations to the placement of the data fields and no deletions of data fields

•
Provide at least two lines of space between detail lines




	(b)
	Additional reports
The Servicer must submit such other reports as Freddie Mac may require from time to time.



	(c)
	Noncompliance fees
Failure to provide timely, complete and accurate reports (regardless of the mode of submission or transmission) subjects the Servicer to the Servicing reporting noncompliance fees set forth in Sections 64.10.1, 66.56 and 78.47.

Accounting reporting and Servicing reporting noncompliance fees are monitored and assessed separately.

Freddie Mac reserves the right to change all fees and other remedies at any time and at its sole discretion.


55.2: IRS Form 1098 (01/02/97)
The Servicer must provide IRS Form 1098, Mortgage Interest Statement, to the IRS and the Borrower as required under Section 6050H of the Internal Revenue Code. This reporting must be done for each Mortgage owned in whole or in part by Freddie Mac. The Servicer's name, address and federal identification number must be reported for "Recipient." The Borrower's name, address and Social Security number must be reported for "Payer."

The Servicer must maintain copies of all statements and reports that Freddie Mac requires the Servicer to provide directly to the Borrowers and the IRS in compliance with the above section of the Internal Revenue Code and make such copies available for examination by Freddie Mac upon request. The Servicer is responsible for any penalty levied by the IRS for nonreporting or reporting of inaccurate information, as applicable, with respect to those statements and reports which Freddie Mac requires the Servicer to provide directly to the Borrowers and the IRS.

55.3: IRS Form 1099-A, Acquisition or Abandonment of Secured Property (04/25/06)
The Servicer must provide IRS Form 1099-A, Acquisition or Abandonment of Secured Property, to the IRS and the Borrower as required under Section 6050J of the Internal Revenue Code. This reporting must be done whenever Freddie Mac or a third party acquires an interest in a property in full or partial satisfaction of Freddie Mac's secured debt or when Freddie Mac or the Servicer knows or has reason to know that a property has been abandoned. For the purposes of filing these reports, the following definitions apply:

	•
	Freddie Mac acquires an interest in Mortgaged Premises either:

•
On the date of the foreclosure sale or the date the Borrower's right of redemption, if any, expires, whichever occurs later, or

•
At the time a deed-in-lieu of foreclosure is recorded




	•
	A third party acquires an interest at the time of the foreclosure sale


	•
	Abandonment has occurred when Freddie Mac or the Servicer has reason to know from all the facts and circumstances concerning the status of the Mortgaged Premises that the Borrower intended to and has permanently discarded the property from use. If a Servicer determines that an abandonment has occurred and expects to commence foreclosure proceedings within three months, the reporting obligation generally arises at the end of the three-month period.


The following events trigger the reporting requirement:

	•
	Freddie Mac acquisition (Freddie Mac acquires the Mortgaged Premises at a foreclosure sale or by deed-in-lieu of foreclosure.)


	•
	Third-party sale (A third-party acquires the Mortgaged Premises at a foreclosure sale.)


	•
	Department of Housing and Urban Development (HUD), Rural Housing Service (RHS) or VA acquisition. (The Mortgaged Premises were acquired by HUD, RHS or the VA.)


	•
	Abandonment (The Mortgaged Premises have been abandoned, three months have passed and foreclosure proceedings have not begun.)


A completed IRS Form 1099-A must be filed with the IRS on or before February 28, (March 31, if filing electronically) of the year following the calendar year in which the reportable event occurred. The Servicer must also furnish the Borrower with an information statement on or before January 31 of that year. The requirement for furnishing such statement to the Borrower can be satisfied by sending a completed Form 1099-A to the Borrower's last known address. The form must show Freddie Mac's name and address and include a statement that the information is being reported to the IRS. On the form, the "account number" should include the nine-digit Freddie Mac loan number, followed by one space and the six-digit Seller/Servicer number.

See Section 55.3.1(a) in the event that both Form 1099-A and Form 1099-C, Cancellation of Debt, may be filed as the result of a cancellation of debt in connection with a foreclosure or similar action in the same year for the same Borrower.

Instructions for completing IRS Form 1099-A are set forth in Form 1065, Report of IRS Form 1099-A and Form 1099-C Filing. Servicers must comply with the IRS's and the various States' requirements, as amended from time to time, for filing Form 1099-A. Servicers should consult with either their tax advisors or the IRS concerning questions on such requirements.

The Servicer must file all IRS Forms 1099-A with the IRS using electronic or magnetic media. Paper filing is not an option as the number of IRS Forms 1099-A that will be filed under the Freddie Mac tax identification number will exceed the maximum allowed for paper filing.

	(a)
	Magnetic media reporting
Servicers must file their reports with the IRS no later than February 28 of the year following the calendar year in which the reportable event occurred. Even though a Servicer reports to the IRS on magnetic media, the Servicer is still responsible for providing a copy of the Form 1099-A to the Borrower (copy B) and to those States that require it (copy C). Copy B must be furnished to the Borrower on or before January 31 of the year following the reportable event.

IRS requirements for filing magnetic media reports and corrections are set forth in IRS Publication 1220, Specifications for Filing Forms 1098, 1099, 5498, and W2-G Electronically or Magnetically. A Servicer may request this publication by downloading it from the IRS website at www.irs.gov or by calling the IRS at 1-800-TAX-FORM (1-800-829-3676).

When filing by magnetic media, the Servicer must:

•
Insert appropriate header information on the magnetic media report it files with the IRS in accordance with the following record description:
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•
Notify Freddie Mac that the Servicer reported to the IRS on magnetic media:

•
When the magnetic media report is sent to the IRS, the Servicer must submit Freddie Mac Form 1065, Report of IRS Form 1099-A and Form 1099-C Filing, to Freddie Mac (see Directory 3)
•
A Servicer should not send Freddie Mac a copy of the magnetic media report that it filed with the IRS




	(b)
	Correcting or voiding previously submitted IRS Forms 1099-A
To correct or void a previously submitted IRS Form 1099-A, the Servicer must refer to IRS requirements to determine how to report either for magnetic media or manual corrections, or voids. To avoid or minimize penalties that may be imposed by the IRS, the Servicer must report corrections or voids to the IRS when an error is discovered. When corrections or voids are submitted to the IRS, a copy of Freddie Mac Form 1065 must be submitted to Freddie Mac (see Directory 3). Form 1065 should indicate the number of corrected or voided Forms 1099-A submitted to the IRS.



	(c)
	Filing accuracy and documentation
Servicers are responsible for completing the IRS Form 1099-A and for providing the information to the IRS and to the Borrower in a timely and accurate manner. The Servicer must maintain copies of all statements and reports that Freddie Mac requires the Servicer to provide directly to the Borrowers and the IRS in compliance with Section 6050J of the Internal Revenue Code. The Servicer must make such copies available for examination by Freddie Mac upon request until Freddie Mac agrees, in writing, that such records may be destroyed. If the IRS penalizes Freddie Mac or assesses any fee for failure to produce such information or because a Servicer failed to file a return or statement or filed an untimely, incorrect or incomplete return or statement, the Servicer will be required to reimburse Freddie Mac for all costs incurred by Freddie Mac as a result of such penalty or assessment and an amount representing Freddie Mac's total tax liability resulting from such reimbursement. Such reimbursement will not be required if the Servicer can show that it met the filing requirements.


55.3.1: IRS Form 1099-C, Cancellation of Debt (04/25/06)
The Servicer must report cancellations of Borrowers' mortgage debt on IRS Form 1099-C, Cancellation of Debt, as required under Section 6050P of the Internal Revenue Code for all cancellations of mortgage debt occurring on or after January 1, 2005, with respect to Mortgages owned or guaranteed in whole or in part by Freddie Mac. File Form 1099-C for all cancellations of debt of $600 or more. Form 1099-C must be filed regardless of whether the Borrower must report the cancellation of debt as income.

Freddie Mac Form 1065, Report of IRS Form 1099-A and Form 1099-C Filing, includes instructions for completing IRS Form 1099-C.

	(a)
	Coordination with IRS Form 1099-A, Acquisition or Abandonment of Secured Property
If, in the same calendar year, the Servicer cancels a debt in connection with a foreclosure or abandonment of the mortgaged property, it is not necessary to file both Form 1099-A, Acquisition or Abandonment of Secured Property (see Section 55.3), and Form 1099-C for the same Borrower. The Servicer will meet the filing requirement for Form 1099-A by completing boxes 5 and 7 on Form 1099-C. However, the Servicer may complete both Forms 1099-A and 1099-C separately; in that case do not complete boxes 5 and 7 on Form 1099-C. (See Freddie Mac Form 1065 for filing instructions for IRS Forms 1099-A and 1099-C.)



	(b)
	Requesting taxpayer identification numbers (TINs)
A Servicer must make a reasonable effort to obtain the correct name and taxpayer identification number (TIN) of the Borrower whose debt was cancelled. If you do not obtain the TIN before the debt is cancelled, you must request the Borrower's TIN. Such request must clearly notify the Borrower that the IRS requires the Borrower to furnish the TIN and that failure to furnish such TIN subjects the Borrower to a $50 penalty imposed by the IRS. Use Form W-9, Request for Taxpayer Identification Number and Certification, to request the TIN. However, a Borrower is not required to certify the TIN under penalties of perjury.



	(c)
	Exceptions
You are not required to report the following on Form 1099-C:

1.
Certain bankruptcies
Debt cancelled in bankruptcy is not reported unless the debt was incurred for business or investment purposes. Single-family Mortgages may be incurred either for personal purposes or for business or investment purposes. Thus, Servicers should only file IRS Form 1099-C for discharges of debt in bankruptcy if they are aware that the Borrower is holding the property for investment and not as a personal residence, such as in the case of an Investment Property Mortgage, determined at origination. In that case, report debt cancelled for the later of:

•
The year in which the amount of cancelled debt first can be determined or

•
The year in which the debt is cancelled in bankruptcy

2.
Interest
Servicers do not need to include interest as part of the cancelled debt in box 2. However if interest is reported as part of the cancelled debt in box 2, show the interest separately in box 3.
3.
Nonprincipal amounts
Nonprincipal amounts include penalties, fines, fees and administrative costs. These do not need to be reported.
4.
Release of a Borrower
Form 1099-C need not be filed if one of the Borrowers on a Mortgage is released as long as the remaining Borrowers remain liable for the full amount of the unpaid Mortgage.
5.
Guarantor or surety
Form 1099-C need not be filed for a guarantor or surety. A guarantor is not a debtor for purposes of Form 1099-C, even if demand for payment is made to the guarantor.
6.
Multiple Borrowers
For Mortgages originated after 1994 that involve Borrowers who are jointly and severally liable for the Mortgage, report the entire amount of the cancelled debt on each Borrower's Form 1099-C. Multiple Borrowers are jointly and severally liable for a debt if there is not clear and convincing evidence to the contrary. If it can be shown that joint and several liability does not exist, a Form 1099-C is required for each Borrower for whom you cancelled a debt of $600 or more.

•
For Mortgages originated before 1995 you must file Form 1099-C only for the primary (or first-named) Borrower

•
If you know or have reason to know that the multiple Borrowers were husband and wife who were living at the same address when the debt was incurred, and you have no information that these circumstances have changed, you may file only one Form 1099-C

•
See the instructions to Freddie Mac Form 1065 for the application of these rules to entity borrowers (i.e., estates or trusts)




	(d)
	Definitions
For purposes of these reports, the following definitions apply:

•
A debt may include all amounts owed, including stated principal, stated interest, fees, penalties, administrative costs, and fines. However, only stated principal is required to be reported. If accrued interest is included in the amount of the stated debt (in box 2), then it must be reported in box 3

•
A debt is cancelled on the date an identifiable event occurs. An identifiable event is:

1.

A discharge in bankruptcy under Title 11 of the U.S. Code (but see exceptions in Section 55.3.1(c) # 1 above).

2.

A cancellation or extinguishment making the debt unenforceable in a receivership, foreclosure or similar proceeding.

3.

A cancellation or extinguishment when the statute of limitations for collecting the debt expires, or when the statutory period for filing a claim or beginning a deficiency judgment proceeding expires. Expiration of the statute of limitations is an identifiable event only when the Borrower's affirmative statute of limitations defense is upheld in a final judgment or decision of a court and the appeal period has expired.

4.

A cancellation or extinguishment when a creditor elects foreclosure remedies that by law end or bar the creditor's right to collect the debt. This event applies if collection is barred by local law after a "power of sale" in the Mortgage or deed of trust is exercised.

5.

A cancellation or extinguishment due to a probate or similar proceeding.

6.

A discharge of indebtedness under an agreement with the debtor to cancel the debt at less than full consideration. Freddie Mac will advise the Servicer if such an agreement is reached with a Borrower.

7.

A discharge of indebtedness because of a decision or a defined policy of the creditor to discontinue collection activity and cancel the debt. A creditor's defined policy can be in writing or an established business practice. A practice to stop collection activity and abandon a debt when a particular nonpayment period expires is a defined policy.

8.

The expiration of a nonpayment testing period. This event occurs when a creditor has not received a payment on the debt during the testing period, which is the 36-month period ending on December 31 plus any time when the creditor was precluded from collection activity by a stay in bankruptcy or similar rule under State or local law. A creditor can rebut the occurrence of this identifiable event if:

•
The creditor (or third-party collection agency) has engaged in significant bona fide collection activity during the 12-month period ending on December 31, or

•
Facts and circumstances that exist on January 31 following the end of the 36-month period indicate that the debt was not cancelled

For purposes of this event, significant bona fide collection activity does not include nominal or ministerial collection action, such as automated mailings. Facts and circumstances indicating that a debt was not cancelled include the existence of a lien relating to the debt (up to the value of the security) or the sale or packaging for sale of the debt by the creditor.



	(e)
	Reporting IRS Form 1099-C to IRS
The Servicer must file IRS Forms 1099-C on Freddie Mac's behalf. The Servicer must file all Forms 1099-C with the IRS using electronic or magnetic media. Paper filing is not an option as the total number of IRS Forms 1099-C that will be filed under the Freddie Mac tax identification number will exceed the maximum allowed for paper filing.

IRS Publication 1220, Specifications for Filing Forms 1099, 1098, 5498 and W-2G Electronically or Magnetically, sets forth the IRS requirements for filing electronic and magnetic media reports and corrections. The Servicer can obtain this publication by downloading it from the IRS web site at http://www.irs.gov, or by calling 1-800-TAX-FORM (1-800-829-3676).

When filing by magnetic media, the Servicer must insert appropriate header information on the magnetic media report it files with the IRS in accordance with the following record descriptions:
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Each Servicer must file its reports with the IRS not later than February 28 (March 31 if filing electronically) of the year following the calendar year in which the cancellation of debt occurs.



	(f)
	Reporting to the Borrower
Even though a Servicer reports to the IRS, the Servicer is still responsible for providing a paper copy of the Form 1099-C to the Borrower (copy B) and to those States that require it (copy C), before January 31 of the year following the calendar year in which the cancellation of debt occurred. The Servicer can satisfy the requirement for furnishing such statement to the Borrower by sending a completed Form 1099-C to the Borrower's last known address. The form must show Freddie Mac's name and address and include a statement that the information is being reported to the IRS.



	(g)
	Notification to Freddie Mac of magnetic media reporting
The Servicer must notify Freddie Mac that the Servicer reported to the IRS on magnetic media. When the magnetic media report is sent to the IRS, the Servicer must submit Freddie Mac Form 1065 to the attention of (see Directory 3). The Servicer should not send Freddie Mac a copy of the magnetic media report that it filed with the IRS.



	(h)
	Correcting or voiding previously submitted IRS Form 1099-C
To correct or void a previously submitted IRS Form 1099-C, the Servicer must refer to IRS requirements to determine how to report either for magnetic media or manual corrections or voids. To avoid or minimize penalties that may be imposed by the IRS, the Servicer must promptly report corrections or voids to the IRS when an error is discovered. When the Servicer submits corrections or voids to the IRS, the Servicer must also submit a copy of Freddie Mac Form 1065 to (see Directory 3). The Servicer must indicate on Form 1065 the number or corrected or voided Forms 1099-C submitted to the IRS.



	(i)
	Filing accuracy and documentation
Servicers are responsible for completing the IRS Form 1099-C and for providing the information to the IRS and to the Borrower in a timely and accurate manner. The Servicer must maintain copies of all statements and reports that Freddie Mac requires the Servicer to provide directly to the Borrowers and the IRS in compliance with Section 6050P of the Internal Revenue Code. The Servicer must make such copies available for examination by Freddie Mac upon request until Freddie Mac agrees, in writing, that such records may be destroyed (which will be a minimum of four (4) years).

If the IRS penalizes Freddie Mac or assesses any fees for failure to produce such information, or because the Servicer failed to file a return or statement, or filed an untimely, incorrect, or incomplete return or statement, the Servicer will be required to reimburse Freddie Mac for all costs incurred by Freddie Mac as a result of such penalty or assessment and for the amount representing Freddie Mac's total tax liability resulting from such reimbursement. Freddie Mac will not require such reimbursement if the Servicer can show that it met the filing requirements.


55.4: Reports to credit repositories (09/30/97)
For each Mortgage serviced for Freddie Mac under the Home Mortgage and Second Mortgage/HIL programs, a Servicer must report on a monthly basis the payment status of the Mortgage to the credit repositories listed in Exhibit 51.

Freddie Mac does not specify a particular day of the month by which the Servicer must perform the full-file reporting. Freddie Mac requires only that the reporting be performed on a monthly basis for all Mortgages regardless of the Mortgage status. The Servicer may report after each month end to allow time for payment corrections, returned checks and other adjustments to be processed. Freddie Mac will audit Servicers for compliance with the full-file credit reporting requirements.

Note:
Full-file reporting includes Mortgages recently originated, current and delinquent Mortgages, Mortgages liquidated through workout options or foreclosure and chargeoffs. Each credit repository will provide the Servicer with the applicable codes to use to report each Mortgage status type.

Freddie Mac will not require reporting to a repository that does not serve the jurisdiction for which a report must be filed. Written advice from a repository that it cannot accept a Servicer's report for a given jurisdiction because it does not serve that jurisdiction will be sufficient evidence to Freddie Mac that the Servicer is in compliance with Freddie Mac's requirements for that jurisdiction.

Borrowers, or their representatives, are permitted under the Federal Fair Credit Reporting Act (FCRA) to inquire about or dispute the accuracy of information in their credit repository files. This right to inquire about or dispute the accuracy of information applies to any Mortgage that the Servicer services for Freddie Mac, just as it does to any other indebtedness of a Borrower. A Borrower may send an inquiry or a notice of dispute concerning the accuracy of reported information about the Borrower's Mortgage directly to the Servicer, or to any of the credit repositories listed in Exhibit 51. Whenever the Servicer receives such an inquiry or notice of dispute from a Borrower, or receives a letter from a credit repository requesting verification or correction of Mortgage-related information, the Servicer must respond in accordance with the requirements of the FCRA.

55.5: Audit confirmation requests (06/30/97)
Sellers or Servicers requiring confirmation from Freddie Mac with respect to the Mortgages sold to and serviced for Freddie Mac must use a format similar to that provided in Exhibit 65. The confirmation request must be directed to Freddie Mac at the address stated in Exhibit 65.
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Freddie Mac Single-Family Seller/Servicer Guide – Volume 2

Chapter 56:  Transfers of Servicing

56.1: Overview (09/10/01)
Freddie Mac's requirements for Transfers of Servicing are set forth in this chapter.

A Transfer of Servicing can result from either of two actions:

	•
	A negotiation for the sale of a Servicing portfolio from one party (Transferor) to another (Transferee)


	•
	Certain changes in ownership of a Seller/Servicer that result in a conveyance or other transfer, in effect, of Servicing duties and responsibilities set forth in the documents with respect to Mortgages Purchased in Whole or in Part by Freddie Mac. The Seller/Servicer is responsible for:

•
Determining when a Transfer of Servicing will occur due to an organizational change

•
Submitting the appropriate request specified in Section 56.3
•
Complying with other requirements in this Guide, as applicable




See also Section 54.3 about Servicing compensation to a new Servicer pursuant to a transfer.

56.2: Defined terms for Transfers of Servicing (09/10/01)
Sellers and Servicers should be familiar with Freddie Mac's definitions for the following terms as they relate to Transfers of Servicing:

	•
	Concurrent Transfer of Servicing


	•
	Effective Date of Transfer


	•
	Subsequent Transfer of Servicing


	•
	Transferee


	•
	Transferor


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

56.3: Submitting requests for Transfers of Servicing (07/01/07)
The Transferor and Transferee must obtain our written approval of each Transfer of Servicing request before the transfer takes place. Our prior written approval is required, regardless of whether the transfer is initiated or requested by a Servicer or any other party, such as a conservator, receiver or liquidator of the Servicer.

	(a)
	Concurrent Transfers of Servicing
For a Concurrent Transfer of Servicing, the Transferor must obtain Freddie Mac's approval of the Transfer of Servicing before entering into a Master Commitment Contract or Purchase Contract to sell the Mortgages to Freddie Mac. Freddie Mac, at its discretion, may rescind or suspend approval of a Concurrent Transfer of Servicing, if Freddie Mac determines that there has been significant deterioration in the financial condition or performance of either Servicer.

The Transferor and Transferee must complete Form 960, Agreement for Concurrent Transfer of Servicing of Single-Family Mortgages. The Transferor should complete the blanks on Form 960 for the Master Commitment Contract, if available. For transfers of Home Mortgages, requests should be submitted to Freddie Mac (see Directory 3).

Freddie Mac will indicate approval, if appropriate, by executing and returning a copy of Form 960 to the Transferor and Transferee. Freddie Mac's approval of the transfer is effective for Mortgages delivered during the delivery period specified by Freddie Mac on Form 960 or until the Master Commitment Contract is fulfilled. At the expiration of the delivery period, the Transferor must submit a new Form 960 to request renewal of Freddie Mac's approval of the transfer or to request approval of another transfer for future Mortgage deliveries.

Freddie Mac will provide to the Transferee a funding detail report to aid the Transferee in preparing Servicing and accounting reports.

Multiple Transfers of Servicing are allowed for the same Purchase Contract, but no more than one Transferee is allowed for each group of Mortgages delivered under Form 381, Contract Delivery Summary.

The terms of the master Form 960G, Agreement of Concurrent Transfer of Servicing of Single-Family Mortgages through Gold Cash Xtra®, executed by the Transferor and Transferee, will apply to Mortgages sold through Gold Cash Xtra for which Servicing was concurrently transferred.



	(b)
	Subsequent Transfers of Servicing
For a Subsequent Transfer of Servicing, the Transferor and Transferee must complete and submit the following information to Freddie Mac (see Directory 3) at least 30 days before the requested transfer date:

•
Form 981, Agreement for Subsequent Transfer of Servicing of Single-Family Mortgages

•
List of Mortgages to be Transferred, via MIDANET®
Freddie Mac will indicate approval, if appropriate, by providing an approval letter to the Transferor and the Transferee.



	(c)
	Fee
For each Subsequent Transfer of Servicing request submitted to Freddie Mac with Form 981, the Transferor will be assessed a nonrefundable $500 transfer processing fee. This fee will be billed via the Performing Loans monthly Servicer Billing Statement and must be paid in accordance with the requirements for remitting payment of fees billed on the Servicer's billing statement. Refer to Section 76.23 for information on remitting fees billed on the Performing Loans monthly Servicer Billing Statement.

No fee will be assessed for a Concurrent Transfer of Servicing.



	(d)
	Denied Transfer of Servicing requests
Freddie Mac reserves the right to deny a Transfer of Servicing request. Freddie Mac may provide you written notice of the denial, but is not obligated to provide a written notice explaining the reason for denial.



	(e)
	Freddie Mac's rights
Freddie Mac has the right to transfer Servicing for cause from any purported Transferee of Servicing including another Servicer that has purported to assume a Servicer's Servicing obligations without Freddie Mac's prior written approval. In addition, any such unauthorized transfer and assumption of Servicing constitute grounds for suspension or disqualification of both the Transferor and purported Transferee as Seller/Servicers.



	(f)
	Transfer of Servicing for Mortgages sold under Gold Cash Xtra®
The requirements for transferring the Servicing of Mortgages sold to Freddie Mac under Gold Cash Xtra are contained in Exhibit 28, Loan Servicing Purchase and Sale Agreement


56.4: Review of Transferor and Transferee (09/10/01)
	(a)
	By Freddie Mac
1.

Freddie Mac will work with the Transferor and Transferee to approve a Transfer of Servicing, but reserves the right to approve with conditions. Freddie Mac is not obligated to approve a Transfer of Servicing. Freddie Mac will not approve a Transfer of Servicing if Freddie Mac, in the exercise of its judgment and in its sole discretion, determines that such a transfer is not in the best interests of Freddie Mac or determines that the Transferor or Transferee will not be able to adequately service the Mortgages and/or Real Estate Owned (REO) remaining in the post-transfer portfolios.

2.

The Transferor and Transferee must be approved Seller/Servicers and must be in compliance with all the requirements of the Purchase Documents. When reviewing a Transfer of Servicing request, Freddie Mac will review both the Transferor and the Transferee. Transferors and Transferees must not be subject to any situations prohibited under Section 5.2. The review will focus on, but not be limited to, financial capacity to honor contractual obligations, existence of any outstanding obligations (such as repurchases), delinquency and REO ratios, and delinquency reporting.

3.

Freddie Mac's review of the Transfer of Servicing request may take additional time if either the Transferor or Transferee is subject to any situations prohibited under Section 5.2, or the Purchase Documents reflect negotiated terms, including the sale of Mortgages to Freddie Mac with recourse



	(b)
	By Transferee Servicer
Freddie Mac encourages the Transferee to perform a due diligence review on the loans in the transfer and on Custodial Accounts, and to be aware of any obligations of the Transferor under the Purchase Documents. The Transferee's due diligence efforts should include, but are not limited to, a review of the following information that the Transferor may provide:

1.

Reports and data that confirm and support information provided by the Transferor

2.

Pertinent reports prepared by internal or external auditors, including any recently completed Freddie Mac audit

3.

Our Servicer Performance Profile for the Transferor




56.5: Additional requirements for Transfers of Servicing (06/30/98)
As a condition of Freddie Mac's approval of a Transfer of Servicing request, the Transferor and Transferee must warrant that they have met the additional requirements in this section relating to the Mortgages being transferred.

	(a)
	Mortgage insurance coverage
The transfer must comply with the requirements of each MI that insures any of the Mortgages. Before the transfer occurs, the Transferor must obtain a commitment from each MI to continue to provide coverage required by Freddie Mac for the benefit of the Transferee. If any MI will not continue to provide coverage for the benefit of the Transferee, the Transferor must obtain a written commitment by another MI to provide equivalent coverage.



	(b)
	Negotiated transactions
The Mortgages being transferred must not be subject to a negotiated contract that prohibits Transfers of Servicing.



	(c)
	Additional delivery data for Concurrent Transfers of Servicing
For Concurrent Transfers of Servicing, the additional Mortgage delivery data required must be submitted by:

•
The Transferor if the data are submitted at the time the Mortgages are delivered to Freddie Mac, or

•
The Transferee if the data are submitted after Mortgage delivery

The Transferor must obtain Freddie Mac's approval before Mortgage delivery for the Transferee to submit the data after Mortgage delivery.

If Freddie Mac approves postdelivery submission of the data, the Transferor must provide to the Transferee copies of the origination file documents required to complete accurate data delivery.



	(d)
	Participations
The participation interest the Seller/Servicer retains for Mortgages sold in part to Freddie Mac must be retained by the Transferor or sold to the Transferee in an approved Transfer of Servicing.


56.6: Reporting to Freddie Mac (06/17/08)
	(a)
	Servicing reporting
Beginning with reports due for the reporting cycle immediately following the Effective Date of Transfer, the Transferee must submit all Servicing reports, whether required to be submitted by MIDANET® media or by paper copy, in the name and Seller/Servicer number of the Transferee.



	(b)
	Accounting reporting and remitting
All accounting reports due to Freddie Mac must be submitted via MIDANET in accordance with Section 76.21. All funds due to Freddie Mac must be remitted in accordance with Sections 76.21 through 76.24.

All of the following must be reported and remitted by the Transferor:

•
Payoffs for which the payoff date is before the Effective Date of Transfer

•
Third-party foreclosure sales for which the sale date is before the Effective Date of Transfer

•
Reports and funds due for the accounting cycle cutoff date immediately preceding the Effective Date of Transfer

All of the following must be reported and remitted by the Transferee:

•
Payoffs for which the payoff date is on or after the Effective Date of Transfer

•
Third-party foreclosure sales for which the sale date is on or after the Effective Date of Transfer

•
Reports and funds due for the accounting cycle cutoff dates following the Effective Date of Transfer




56.7: Note endorsements and assignment of Security Instruments (12/16/02)
At the time the Mortgage is sold to Freddie Mac, the Seller must endorse the Note in blank in accordance with Section 16.4. When a Transfer of Servicing occurs, the Transferor Servicer cannot complete the blank endorsement or further endorse the Note. However, the Transferor Servicer must prepare and complete assignments according to the requirements in Sections 56.7(a), 56.7(b) and 56.7(c).

	(a)
	Concurrent Transfer of Servicing for a Mortgage not registered with the Mortgage Electronic Registration Systems Inc. (MERS)
The following requirements supplement Section 22.14(a) for preparing and completing assignments of the Security Instrument for a Concurrent Transfer of Servicing for a Mortgage not registered with MERS:

•
The Transferor must record any intervening assignments to complete the chain of assignments from the original mortgagee to the Transferor, in accordance with Section 22.14(a).

•
The Transferor must then assign the Security Instruments to the Transferee and record the assignments.

•
The Transferee must follow the document custodial procedures set forth in Section 56.9, and:

•
If the Transferee is using a Custodian other than Freddie Mac, deliver the assignments to the Transferee's Custodian to be verified and certified in accordance with the requirements of Section 18.5
•
If the Transferee is using Freddie Mac as Custodian, retain the assignments, in accordance with the requirements of Section 22.14(e)



	(b)
	Concurrent or Subsequent Transfer of Servicing for a Mortgage registered with MERS
The following requirements supplement Section 22.14(b) for preparing and completing an assignment of the Security Instrument for a Concurrent or Subsequent Transfer of Servicing of a Mortgage that is registered with MERS:

•
If the Transferee is a MERS Member, no further assignment is needed. The Transferor must notify MERS of the Transfer of Servicing.

•
If the Transferee is not a MERS Member, then the Transferor and Transferee must adhere to the following requirements for preparing and completing the assignment of the Security Instrument for a Concurrent Transfer of Servicing:

•
The Transferor must prepare and record an assignment of the Security Instrument (on behalf of MERS) from MERS to the Transferee

•
The Transferee must follow the document custodial procedures set forth in Section 56.9, and:

•
If the Transferee is using a Custodian other than Freddie Mac, deliver the assignment(s) to the Transferee's Custodian to be verified and certified in accordance with the requirements of Section 18.5
•
If the Transferee is using Freddie Mac as Custodian, retain the assignment in accordance with the requirements of Section 22.14(e)



	(c)
	Subsequent Transfers of Servicing for a Mortgage not registered with MERS
The requirements in this section apply for preparing and completing assignments of Security Instruments for Subsequent Transfers of Servicing for a Mortgage not registered with MERS.

•
The Transferor must:

•
Recover and destroy any original unrecorded assignments to Freddie Mac that may have been prepared

•
Assign the Security Instruments to the Transferee and record the assignments

•
The Transferee must follow the document custody procedures set forth in Section 56.9, and:

•
If the Transferee is using a Custodian other than Freddie Mac, deliver the assignments to the Transferee's Custodian to be verified and certified in accordance with the requirements of Section 18.5
•
If the Transferee is using Freddie Mac as Custodian, retain the assignments, in accordance with the requirements of Section 22.14(e)
If the original assignments to Freddie Mac were recorded, additional assignments, as described above, need not be made.


56.7.1: Concurrent or Subsequent Transfers of Servicing for a Mortgaged secured by a Manufactured Home located in a certificate of title State (01/02/04)
The requirements in this section apply to preparing and completing assignments of the security interest in the Manufactured Home for Concurrent or Subsequent Transfers of Servicing when the Manufactured Home is located in a certificate of title State that does not provide for surrender and cancellation of the certificate of title (see Section H33.7). In a certificate of title State, a lien on the Manufactured Home is evidenced and perfected by notation on the certificate of title to the Manufactured Home. The lien on the land on which the Manufactured Home is permanently attached is perfected by recording the Security Instrument.

Therefore, in addition to the procedures described in Section 56.7 for preparing and completing assignments of the Security Instrument, the following procedures must be followed with respect to the Manufactured Home:

	•
	If the Borrower holds the original certificate of title to the Manufactured Home, and the original certificate of title must be produced to note the assignment, the Seller/Servicer must obtain the original certificate of title from the Borrower and follow the applicable procedure to note the assignment on the certificate of title


	•
	The Transferor must note any intervening assignments from the original mortgagee to the Transferor on the certificate of title and, if required, record the complete chain of assignments from the original mortgagee to the Transferor with the State motor vehicles administration or other authorized agency


	•
	The Transferor must note the assignment of its interest in the Manufactured Home to the Transferee on the certificate of title and, if required, record the assignment with the State motor vehicles administration or other authorized agency


	•
	If the Borrower holds the original certificate of title, the Transferor must make and retain a copy of the original certificate with the noted assignments before returning the original certificate of title with the noted assignments to the Borrower in accordance with applicable procedures


	•
	The Transferor must deliver the certificate of title (or if applicable a copy of the certificate of title) evidencing the complete chain of title to the Transferee who must retain the certificate of title or a copy of the certificate of title, as applicable, in the Mortgage file


56.8: Transfer of records (12/14/04)
	(a)
	Transfer of Mortgage and REO files
No later than 30 days after the Effective Date of Transfer, the Transferor must deliver to the Transferee the following records for each Mortgage and REO for which Servicing is transferred:

1.

Mortgage file: the Mortgage file that the Servicer is required to maintain in accordance with Chapter 52
Servicing Note:
If the Transferee does not have the same form of document and records storage (photographic, photostatic, microfilm, microfiche, electronic imaging, optical disk or laser disk storage) as the Transferor, then the Transferor must either convert the documents and records to the form of storage utilized by the Transferee or generate paper copies of all documents and records for the Transferee.

2.

Payment history: the complete history of Mortgage payments and, if applicable, Escrow disbursements (including the most recent Escrow analysis), with supporting documentation, from the Origination Date of the Mortgage

3.

Correspondence and reports: copies of all correspondence with, and reports to, the Borrowers and, as applicable, FHA, VA, RHS, MI, Freddie Mac and any government authority

4.

Notice of transfer: a copy of the notice to the Borrowers regarding the Transfer of Servicing

5.

REO history: if REO is being serviced, the complete history of receipts, expenditures and management and marketing activities (including copies of any filed MI claims), with supporting documentation, from the date the REO was acquired



	(b)
	Transfer of portfolio records
No later than the Effective Date of Transfer, the Transferor must deliver to the Transferee the following records for the Mortgages and REO for which Servicing is transferred:

1.

Notices to third parties: the notices required in Section 56.14, including documentation of MI approval and commitment to insure

2.

Service contracts: copies of tax and flood hazard determination service contracts, if applicable

3.

Unpaid charges: a list of Escrowed charges due and unpaid as of the Effective Date of Transfer

4.

Trial balances: trial balances, as of the close of the last Business Day immediately preceding the Effective Date of Transfer, showing:

•
Transfers of Ownership, payoffs and other Servicing exceptions in process

•
Escrows, Escrow advances and prepayments

•
Where applicable, buydown accounts and balances

•
Delinquencies, foreclosures, bankruptcies and REO

5.

Automatic payments: a list of Mortgages subject to automatic drafting of monthly payments

6.

Insurance policies: a list of Mortgages showing expiration dates of the insurance policies on the Mortgaged Premises, whether or not premiums for these policies were Escrowed by the Transferor

7.

Other documents: ledger records and definitions of codes used in ledger records, trial balances or any other documents required by Freddie Mac to be transferred to the Transferee



	(c)
	Additional requirements for Subsequent Transfers of Servicing
For a Subsequent Transfer of Servicing, the Transferor must deliver to the Transferee, no later than 30 days after the Effective Date of Transfer, the following documents in addition to those specified in Sections 56.8(a) and 56.8(b):

•
Custodial Accounts: a copy of the depository's reconciliation, as of the close of the bank's last Business Day immediately preceding the Effective Date of Transfer, for each Custodial Account maintained in accordance with Section 76.1
•
Freddie Mac reports: copies of all Servicing and accounting reports filed with Freddie Mac for the three months immediately preceding the Effective Date of Transfer




56.9: Document custody requirements (04/25/07)
For all Mortgages sold through the Freddie Mac Selling System (Selling System) Servicing Released Sales Process, Freddie Mac shall hold the Notes. The Transferor must follow the instructions for using Freddie Mac's Document Custodial Operations (DCO).

	(a)
	Responsibilities for Concurrent Transfers of Servicing
For a Concurrent Transfer of Servicing, the Transferee Custodian must have received and certified the documents and information required in Sections 16.8(a) and 18.6(b) and this section prior to the Delivery Date. The Transferor must cooperate with the Transferee Custodian, or DCO, to effect a smooth and orderly transfer. The Transferor must work with the Transferee and the Transferee Custodian or DCO to cure all document deficiencies prior to certification of the Notes.

•
Transferee is a self-Custodian or uses a third-party Custodian
•
The Transferor must:
•
Verify that the Transferee Custodian has been selected by the Transferee in accordance with Freddie Mac's requirements as evidenced by a copy of the Transferee's executed Form 1035

•
Deliver the Notes with related documents and all assignments to the Transferee Custodian together with:

•
For Mortgages delivered through MIDANET®, the appropriate Form 1034, Fixed-Rate Custodial Certification Schedule, or Form 1034A, ARM Custodial Certification Schedule, and Form 1034S, Custodian Certification Schedule Summary

•
For Mortgages delivered through the Freddie Mac Selling System (Selling System), the Form 1034E, Custodian Certification Schedule, or the Note Delivery Cover Sheet

•
Ensure that all Mortgages registered and assigned to MERS and all Mortgages closed with MERS as the original mortgagee of record are identified as such. Refer to Section 22.14 for additional requirements for Mortgages registered with MERS or closed with MERS as the original mortgagee of record.
•
The Transferee Custodian must:
•
Verify the documents and information required in Section 18.6(b) and that a copy of Form 960, Agreement for Concurrent Transfer of Servicing of Single-Family Mortgages, evidencing Freddie Mac's approval of the Transfer of Servicing, accompanies the Notes and assignments

08/21/06

For Mortgages delivered through MIDANET:

•
Complete and execute the Custodian certification on one original Form 1034, or Form 1034A, as applicable

•
Complete Form 1034S, or at the Transferee Custodian's option, Form 1034SM, Custodian Certification Schedule Summary for Multiple Purchase Contracts, if multiple Purchase Contracts are being certified for the Transferor and Transferee

•
Retain the original or an imaged copy of the Form 1034 or Form 1034A, as applicable, and the Form 1034S, or Form 1034SM, as applicable, on behalf of Freddie Mac for at least three months from the date the certification is completed. See Section 18.6(g) for additional information on imaging and retention requirements.

•
Return one copy of the signed Form 1034 or Form 1034A, as applicable, and a copy of Form 1034S, or Form 1034SM, as applicable, to the Transferee

•
On behalf of itself and the Transferee, send a copy of the Form 1034S, or Form 1034SM, as applicable, to Freddie Mac (see Directory 4) via facsimile transmission or e-mail, which Freddie Mac shall rely upon in accordance with our requirements in Sections 1.3 and 18.6
•
For Mortgages delivered through the Selling System, complete the certification of the Mortgages in the Selling System

•
Update its electronic document tracking system in accordance with the requirements in Section 18.2(b)
•
Transferee uses DCO
•
The Transferor must:
•
Deliver to Freddie Mac (see Directory 4) the Notes with the related documents and

•
For Mortgages delivered through MIDANET, the appropriate Form 1034 or Form 1034A
•
For Mortgages delivered through the Selling System, the Form 1034E or the Note Delivery Cover Sheet

•
Maintain the assignments in the Mortgage file for delivery to the Transferee

•
Ensure that all Mortgages registered and assigned to MERS and all Mortgages closed with MERS as the original mortgagee of record are identified as such



	(b)
	Responsibilities for Subsequent Transfers of Servicing
The Transferor Custodian must cooperate with the Transferee Custodian, or DCO, to effect a smooth and orderly transfer. It is the responsibility of the Transferor Custodian to work with the Transferor, the Transferee, the Transferee Custodian and Freddie Mac to cure all document deficiencies prior to recertification of the Notes.

•
Transferee is a self-Custodian or uses a third-party Custodian
•
The Transferor Custodian must:
•
Verify that the Transferee Custodian has been selected by the Transferee in accordance with Freddie Mac's requirements and that a copy of the Transferee's executed Form 1035 and Form 981, Agreement for Subsequent Transfer of Servicing of Single-Family Mortgages, accompany the Transferor's request to transfer the Notes and assignments

•
Deliver to the Transferee Custodian the Notes with related documents, all assignments in its custody and Form 1034T, Subsequent Transfer Custodial Certification Schedule, not later than 30 days after the Effective Date of Transfer

•
Ensure that all Mortgages registered and assigned to MERS and all Mortgages closed with MERS as the original mortgagee of record are identified as such
•
The Transferee Custodian must:
•
Have established a custodial arrangement in accordance with Section 18.3
•
Perform the verifications required in Section 18.7(d) and verify that a copy of Form 981, evidencing Freddie Mac's approval of the Transfer of Servicing, accompanies the transfer of Notes with related documents and all assignments

•
Complete, execute and deliver the Form 1034T to Freddie Mac (see Directory 4) no later than 180 days after the Effective Date of Transfer

•
Retain the original or an imaged copy of the Form 1034T for at least three months from the date the certification is completed. See Section 18.6(g) for additional information on imaging and retention requirements.

•
Update its electronic document tracking system in accordance with the requirements in Section 18.2(b)
•
Transferee uses DCO
•
The Transferor Custodian must:
•
Deliver to Freddie Mac (see Directory 4) the Notes with the related documents and the Form 1034T no later than 30 days after the Effective Date of Transfer

•
Deliver the assignments to the Transferee not later than 180 days after the Effective Date of the Transfer

•
Ensure that all Mortgages registered and assigned to MERS and all Mortgages closed with MERS as the original mortgagee of record are identified as such
•
The Transferee must:
•
Place the assignments in the related Mortgage file

•
Transferee and Transferor utilize the same Custodian
•
If the Transferor and Transferee utilize the same Custodian, the:
•
Transferor must prepare and execute the Form 1034T
•
Transferor must prepare an intervening assignment to the Transferee, which must be recorded and certified, unless the Mortgage is registered to MERS and the Transferee is a MERS member

•
Transferor must deliver the executed Form 1034T and the intervening assignment to the Custodian no later than 30 days after the Effective Date of Transfer

•
Custodian must remove from the Mortgage file and destroy the recordable but unrecorded assignment, if prepared, from the Transferor to Freddie Mac

•
Custodian acting on behalf of the Transferee must execute Form 1034T and send it to Freddie Mac (see Directory 4) no later than 180 days after the Effective Date of Transfer

•
Custodian must retain the original or an imaged copy of the Form 1034T for at least three months from the date the certification is completed. See Section 18.6(g) for additional information on imaging and retention requirements.

•
Custodian must update its electronic document tracking system to reflect the change of Seller/Servicer and in accordance with the requirements in Section 18.2(b)
•
Transferee must supply the Custodian with any documentation necessary for the Custodian to determine whether the Transferee has elected to hold all assignments for MERS-registered Mortgages in the Mortgage files




The Transferee is responsible for all representations and warranties with respect to the validity and enforceability of the Mortgage documents.

Other responsibilities of the Custodians for the Transferor and Transferee are set forth in Sections 18.6 and 18.7.

56.10: Transfer of funds (12/16/02)
	(a)
	General
All account balances (including, but not limited to, Escrows, prepayments and buydown funds) must be transferred to the Transferee's depository. A final reconciliation of all monies relating to the transfer must be made by the Transferor on the Effective Date of Transfer.



	(b)
	Escrow accounts
The Transferor must forward the entire balance of all Custodial Accounts related to Escrows, buydown funds, repair accounts and replacement reserves (net of documented advances) to the Transferee's depository on the Effective Date of Transfer.



	(c)
	Interest
Delinquent interest advanced to Freddie Mac by the Transferor as of the Effective Date of Transfer net of prepaid interest must be reimbursed to the Transferor by the Transferee no later than the date the funds are due to Freddie Mac.



	(d)
	Principal
Delinquent principal advanced to Freddie Mac by the Transferor as of the Effective Date of Transfer net of prepaid principal must be reimbursed to the Transferor by the Transferee no later than the Effective Date of Transfer.


56.11: Notice to Borrowers (09/10/01)
	(a)
	Transferor's notice to the Borrower
The Transferor must provide timely notice to the Borrowers to ensure a smooth transition, avoid disruption in Mortgage payments and comply with applicable laws and regulations. The Transferor must provide written notice to each Borrower at least 15 days before the first payment is due to be received by the Transferee.



	(b)
	Transferee's notice to the Borrower
The Transferee must provide to each Borrower written confirmation of the information in the Transferor's notice to the Borrowers within 15 days before the date the first payment is due to be received by the Transferee.



	(c)
	Notice requirements
The notice must advise the Borrower of the following:

1.

The Effective Date of Transfer

2.

The name and address of the Transferee

3.

The names and telephone numbers of the contact persons or departments of the Transferor and of the Transferee where the Borrowers' inquiries relating to the transfer should be directed (If toll-free numbers are not available, the letter must indicate that collect calls will be accepted.)

4.

The date when the Transferor will no longer collect the Borrowers' payments and when the Transferee will begin to collect them

5.

Any previously Escrowed optional Mortgage life or accident and health insurance for which the Transferee will not assume responsibility, with appropriate suggestions or instructions for the Borrower to continue such coverage

6.

Procedures for maintenance of automatic draft payments, if applicable




The notice may not amend the terms of a Mortgage other than those relating to where to send payments.

56.12: Borrower issues and inquiries (09/10/01)
The Transferor and Transferee must ensure that their staff and facilities are adequately prepared to process Servicing and accounting transactions and to respond to Borrower inquiries during the transfer transition period. The Transferee must assume responsibility for responding to Borrower inquiries received after the Effective Date of Transfer. If any Servicing or accounting problem cannot be resolved without the involvement of the Transferor, the Transferee, and not the Borrower, should initiate the contact with the Transferor.

During the transfer transition period, the Transferor and Transferee must make reasonable efforts to resolve disputes to the Borrowers' satisfaction when such disputes arise from legitimate Borrower misunderstanding of instructions in the notice of Transfer of Servicing. Late charges must be waived and, if applicable, appropriate adjustments to payment and credit records made for misapplied or unapplied payments due to the Transferee but received by the Transferor.

56.13: Funds and correspondence received after Transfers of Servicing (09/10/01)
Within one day of receipt, the Transferor must deliver to the Transferee any funds for, or correspondence regarding, any of the transferred Mortgages and REO received on or after the Effective Date of Transfer.

56.14: Notices to third parties (04/17/08)
The Transferor must obtain the following approvals and provide the following notices, as applicable:

	•
	Obtain MI approval and commitment to insure as required by Section 56.5(a)


	•
	Advise all applicable property insurers including, if applicable, FEMA, of the transfer and of the name and address of the Transferee to modify the mortgage clause required by Section 58.6


	•
	Provide the required notices to FHA, RHS and/or VA, if applicable


	•
	Notify all other appropriate parties, including, but not limited to, mortgage life and/or accident and health insurers, tax verification/reporting services, and flood zone hazard determination services, tax authorities, homeowners associations, fee owners for leasehold Mortgages, other lienholders and public utilities levying mandatory assessments for which Escrow is collected


56.15: Liabilities of the Transferor and Transferee (06/22/07)
	(a)
	Warranties
Except as stated in the following paragraph, for Transfer of Servicing requests received by Freddie Mac, the Transferee is liable to Freddie Mac for all sale and Servicing representations, covenants and warranties in the Purchase Documents with respect to the Mortgages and Real Estate Owned (REO) for which Servicing is transferred, whether or not the Transferor had such liability.

For Mortgages sold through Gold Cash Xtra® and the Servicing Released Sales Process, the Transferor remains liable to Freddie Mac for all sale representations, covenants and warranties in the Purchase Documents with respect to the Mortgages for which Servicing is transferred. The Transferee is liable to Freddie Mac for all servicing representations, covenants and warranties in the Purchase Documents with respect to the Mortgages for which Servicing is transferred.



	(b)
	Hold harmless
The Transferor and the Transferee, jointly and severally, fully indemnify and agree to hold Freddie Mac, its successors and assigns, harmless from and against any and all losses, claims, demands, actions, suits, damages, costs and expenses (including reasonable attorney fees) of every nature and character that may arise or be made against or be incurred by Freddie Mac as a result of the Transferor's or the Transferee's failure to comply with applicable law or failure to comply with Freddie Mac's Servicing requirements as set forth in the Purchase Documents, including, but not limited to failure to provide the notices required by Section 56.14, failure to make any payment to the appropriate parties for which Escrow is collected and failure to credit properly any payments received from Borrowers.



	(c)
	Servicing
The Transferee hereby agrees to service the Mortgages in accordance with the terms of the unitary, indivisible master Servicing contract comprising the Guide, applicable bulletins, the applicable MIDANET Users' Guide and any other applicable Purchase Documents, all of which are fully incorporated herein by reference.
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