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Chapter 72:  Repurchases

72.1: Repurchases required by Freddie Mac (04/25/06)
In addition to any other remedies Freddie Mac may have at law or in equity for any Mortgage it purchased, we may require the Seller or Servicer to repurchase Freddie Mac's interest in a Mortgage if the Seller or Servicer has:

	1.
	Not complied with a requirement, term or condition of the Purchase Documents, or


	2.
	Breached any agreement in the Purchase Documents, or


	3.
	Delivered a Mortgage that is not of investment quality, or


	4.
	Made false warranties or representations in the Purchase Documents, or


	5.
	Been unable to supply satisfactory evidence of compliance with the Purchase Documents, or


	6.
	Not underwritten and/or documented a Mortgage at the time of origination in accordance with the requirements of the Purchase Documents, or


	7.
	Failed to provide Freddie Mac with information that is true, complete and accurate concerning the Mortgage, or


	8.
	Violated or failed to comply with any applicable law designed to protect the health and safety of the Mortgaged Premises' occupants (including failure to take any action available to the Seller or Servicer that would relieve the Mortgage holder from liability under such law or regulation), or


	9.
	Employed any person listed on the Freddie Mac Exclusionary List as a Principal in connection with any Mortgage sold to or serviced for Freddie Mac or in connection with any function related to the sale or Servicing of such a Mortgage, or


	10.
	Retained any person listed on the Freddie Mac Exclusionary List (i) as a third-party provider of services, (ii) in the capacity of a Principal, (iii) in connection with any Mortgage sold to or serviced for Freddie Mac (or in connection with any function related to the sale or Servicing of such a Mortgage) and (iv) with actual knowledge on the part of the Seller or Servicer that the person was named on the Freddie Mac Exclusionary List


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

If Freddie Mac reviews the Mortgage and subsequently elects to purchase the Mortgage, it will waive its right to seek repurchase of the Mortgage based on the above terms concerning employment or retention of an excluded or suspended person. All other requirements of the Purchase Documents relating to the sale of the Mortgage, however, will remain in full force and effect.

Freddie Mac may also require the Seller or Servicer to repurchase Freddie Mac's interest in a Mortgage if:

	•
	The Borrower or any other party in the Mortgage transaction has made any false representation in conjunction with such transaction, whether or not the Seller or Servicer was a party to, or had knowledge of, such false representation, or


	•
	The MI cancels coverage and/or denies a claim under such coverage due to fraud, misrepresentation or omission of a material fact, or for any other reason related to the eligibility of the Mortgage for mortgage insurance. (The Servicer's reimbursement to Freddie Mac of the amount of the claim denied by the MI is not an acceptable substitute for repurchase of Freddie Mac's interest in the Mortgage.)


Freddie Mac will require the Seller or Servicer to repurchase Freddie Mac's interest in a Mortgage if:

	•
	The Seller or Servicer wants to exercise its authority under applicable law in a Window Period State that allows the Note Rate to be increased by a limited or specified amount upon transfer of the Mortgaged Premises, or


	•
	The Seller or Servicer wants to allow transfer of the Mortgaged Premises when Freddie Mac requires automatic acceleration upon such transfer, or


	•
	The repurchase is required under the terms of the Purchase Documents


Freddie Mac's decision to require the Seller or Servicer to repurchase a Mortgage shall be conclusive. Failure to comply with Freddie Mac's repurchase requirement may result in suspension of selling and/or Servicing privileges or disqualification as a Freddie Mac Seller and/or Servicer. Suspension or disqualification shall not limit Freddie Mac's right to take other action to enforce its rights or protect its interests.

The Seller or Servicer must repurchase Freddie Mac's interest in the identified Mortgage within 30 days of the date of Freddie Mac's request or within such other time frame as specified by Freddie Mac. Any appeal of Freddie Mac's repurchase request must be made in accordance with the requirements of Section 72.6.

72.2: Repurchases requested by the Seller/Servicer (04/25/07)
Under exceptional circumstances, the Seller/Servicer may be allowed to repurchase Freddie Mac's interest in a Mortgage. Each repurchase must have Freddie Mac's prior written approval and be documented in the applicable Mortgage file. To request a repurchase, the Seller/Servicer must complete a Form 105, Multipurpose Loan Servicing Transmittal, and submit it to Freddie Mac via e-mail at repurchase@freddiemac.com. (see Directory 1 for additional submission options).

Generally, only a Mortgage that is 90 or more days delinquent or being foreclosed upon may be repurchased under this section.

72.3: Repurchase price (04/25/06)
The repurchase price is calculated as follows:

	•
	Active Mortgages:
•
The amount of Freddie Mac's participation interest in the unpaid principal balance (UPB) of the Mortgage, including any Negative Amortization on an adjustable-rate Mortgage (ARM)

•
PLUS accrued interest at the current Accounting Net Yield rate from the first day of the month of repurchase through the day before repurchase

Refer to Section 80.4.3 for the calculation of the repurchase price for the repurchase of a Convertible ARM where the adjustable interest rate has been converted to a fixed interest rate pursuant to the requirements of that section.



	•
	Inactive Mortgages:
•
The amount of Freddie Mac's participation interest in the UPB of the Mortgage, including any Negative Amortization on an ARM

•
PLUS accrued interest at the current Accounting Net Yield rate from the Due Date of Last Paid Installment through the day before repurchase

•
PLUS any expenses reimbursed by Freddie Mac to the Servicer

•
PLUS any other costs incurred by Freddie Mac and the Servicer in connection with foreclosure or the liquidation of the Mortgage in default

•
MINUS any mortgage insurance proceeds, sale proceeds, other proceeds, rental income or refunds remitted to Freddie Mac by or on behalf of the Servicer



	•
	Real Estate Owned (REO):
•
The amount of Freddie Mac's participation interest in the UPB of the Mortgage as of the acquisition date or the date of acceptance of a deed-in-lieu of foreclosure, including any Negative Amortization on an ARM

•
PLUS accrued interest at the:

•
Accounting Net Yield (ANY) from the Due Date of Last Paid Installment (DDLPI) through the earlier of the day before the repurchase due date or the 150th day from the DDLPI

•
Average of the prime rate for the month preceding the repurchase request date minus one half of 1% from the 151st day from the DDLPI through the earlier of the day before the repurchase due date or 60 days after the settlement date of the sale of the REO (if applicable)

•
PLUS any expenses reimbursed by Freddie Mac to the Servicer

•
PLUS all costs associated with the acquisition, maintenance, rehabilitation and disposition of the property acquired, including any incentive or below market financing provided by Freddie Mac and the Servicer of the Mortgage in connection with the REO property

•
PLUS an allocation for general and administrative expenses

•
PLUS any other cost incurred by Freddie Mac and the Servicer in connection with the REO property, foreclosure or the liquidation of Mortgages in default

•
PLUS the cost of advancing payment for expenses net of any proceeds received at the:

•
ANY from the DDLPI through the earlier of the day before the repurchase due date on the 150th day from the DDLPI

•
The average of the prime rate for the month preceding the repurchase request date minus one half of 1% from the 151st day from the DDLPI through the earlier of the day before the repurchase due date or 60 days after the settlement date of the sale of the REO

•
MINUS any mortgage insurance proceeds, sale proceeds, other proceeds, rental income or refunds remitted to Freddie Mac by or on behalf of the Servicer



	•
	For active Mortgages, inactive Mortgages and REO for which a Servicer remits under the super accelerated remittance cycle (super ARC) option (as described in Sections 76.10 and 78.23):
•
The amount of Freddie Mac's participation interest in the UPB of the Mortgage, as decreased by any Scheduled Principal payments made by the Servicer but not received by the Servicer from Borrower

•
The applicable additional calculations stated above




The Seller/Servicer agrees that, in the event of repurchase, it will pay all documentary stamp taxes, recording fees, transfer taxes and all other expenses payable in connection with the transfer of Mortgages.

At Freddie Mac's discretion, the repurchase price may also include any premium paid for Mortgages we purchased. In addition, the repurchase price will include an amount equal to any loss, damage or expense, including court costs and reasonable attorney fees, as incurred by Freddie Mac in connection with its purchase, ownership and resale to the Seller of its participation interest in the Mortgage.

The Seller/Servicer must remit the repurchase funds or comply with the repurchase appeal requirements in Section 72.6 within 30 days of the date of Freddie Mac's repurchase letter. If the Seller/Servicer does not submit a written appeal to Freddie Mac within 30 days or within such other time frame as specified by Freddie Mac, it will be assumed that the Seller/Servicer does not contest the repurchase and that the repurchase funds are due to Freddie Mac. If Freddie Mac does not receive the repurchase funds by the repurchase due date, then the Seller/Servicer may be charged a late remittance fee on the total amount owed. The rate of interest on the late remittance amount will equal the highest quoted prime rate printed on the first Business Day following the 15th day of the month prior to the repurchase funds due date plus 3% (300 basis points). The prime rate is published in The Wall Street Journal's "Money Rates" column or comparable section. If the prime rate is not published, Freddie Mac will determine the interest rate (see Section 78.49).

72.4: Documenting and reporting repurchases (6/10/05)
All repurchases must be documented in the applicable Mortgage files and are subject to Freddie Mac review. In addition, for any repurchase made to allow a Transfer of Ownership under Section 72.1, the Seller/Servicer must also retain the documentation required in Section 60.11 after the transfer has occurred.

Repurchases other than those for which the Seller/Servicer has received written demand by Freddie Mac and other than those made pursuant to Section 80.4.3 must have Freddie Mac's prior written approval. Refer to Section 72.2 for information on submitting a request to repurchase a Mortgage.

A repurchase is not completed until the reporting and remitting requirements of Section 78.20 have been satisfied.

72.5: Survival of Freddie Mac's remedies; misrepresentations by the Seller or Servicer (12/16/02)
Freddie Mac's decision to require or allow a repurchase in no way diminishes its right to pursue further action such as disqualification, suspension or termination of Servicing under the provisions of Chapter 5 and/or 73. Freddie Mac may also exercise these remedies when its inspection of the documentation of a repurchased Mortgage reveals facts materially different from those for which Freddie Mac originally approved this repurchase.

72.6: Appealing a repurchase request (12/16/02)
If a Seller or a Servicer has additional supporting information and/or documentation that may affect Freddie Mac's decision, one appeal may be filed by the Seller (if the liability for representations and warranties has been retained by the Seller) or by the Servicer.

The appeal process is as follows:

	1.
	Within 30 days from the date of Freddie Mac's letter requiring repurchase or within such other time frame as specified by Freddie Mac, the Seller or the Servicer may submit a written appeal. If no written appeal is received within the 30-day period or within such other time frame as specified by Freddie Mac, the procedures in this section will be unavailable to the Seller or the Servicer for that particular repurchase request.


	2.
	An appeal of a Home Mortgage repurchase request must be sent in writing to the Freddie Mac office requesting the repurchase


	3.
	The appeal package must contain:

•
A statement of all relevant facts concerning the underwriting and/or the Servicing of the Mortgage

•
An explanation of why these facts were not disclosed in the file during the origination of the Mortgage

•
A statement of why Freddie Mac's decision should be reversed

•
Supporting documentation, if any




	4.
	Freddie Mac will review all appeals and advise the Seller or the Servicer in writing of the appeal decision


	5.
	If the appeal is denied, the Seller or the Servicer must complete the repurchase of the Mortgage within 15 days from the date of Freddie Mac's denial letter or within such other time frame as specified by Freddie Mac


	6.
	Freddie Mac's decision on the appeal is conclusive
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Chapter 73:  Termination of Servicing

73.1: Termination of Servicing (07/01/00)
Freddie Mac may terminate Servicing by the Servicer at any time with cause for any of the reasons for disqualification and/or suspension cited in Section 5.2 and for maintaining Tier 4 status as described in Section 51.11(a). Upon the termination of Servicing with cause, any of the Servicer's rights in the unitary, indivisible master Servicing contract terminate, and the Servicer will have no right to service any Mortgages for Freddie Mac or to receive any compensation for the performance of Servicing. The notice of termination of Servicing with cause and the Servicer's opportunity to appeal are governed by Sections 5.3 through 5.5. Termination of Servicing with cause is a basis for immediate disqualification or suspension as a Seller/Servicer. Freddie Mac may, in its discretion, permit a Servicer whose termination of Servicing is based on a Tier 4 rating as described in Section 51.11, up to 90 calendar days to transfer the Servicing of Mortgages to a Servicer with a Tier 1 or 2 rating and to retain any compensation for such transfer.

73.2: Transfer (07/01/00)
If Freddie Mac transfers the Servicing of any Mortgage, the Servicing compensation (as stated in Sections 54.1 through 54.2) is paid to the new Servicer. Freddie Mac reserves the right to negotiate a Servicing fee with the subsequent Servicer. Freddie Mac will have the exclusive right to receive any amount that may be paid by the new Servicer for the right to the Servicing compensation. A Transfer of Servicing with cause does not relieve the Servicer of any of its obligations under the Purchase Documents with respect to the transferred Mortgages.

73.3: Documents and records (07/01/00)
Upon termination of the Servicing of any Mortgage, the Servicer is responsible for supplying and (if applicable) causing its Custodian to supply all reports, documents and information (including, but not limited to, all Mortgage records specified in Section 51.9) requested by Freddie Mac on the date specified by Freddie Mac. The material, including an accounting of the current status of each Mortgage for which Servicing is being terminated, must be prepared in the form requested by Freddie Mac and delivered to the new Servicer and the new Custodian, if applicable, designated by Freddie Mac.

73.4: Remittance to Freddie Mac (07/01/00)
The remittance to Freddie Mac of Mortgage collections for each Mortgage for which Servicing is terminated must be made on the date specified by Freddie Mac (notwithstanding Freddie Mac's regular remittance requirements). Additionally, all Escrow Funds, Escrow accounts and prepaid installments held by the Servicer for each Mortgage for which Servicing is being terminated must be transferred to the new Servicer on the date specified by Freddie Mac.

The Servicer must use its best efforts to effect the orderly and efficient Transfer of Servicing to the new Servicer.

73.5: Reimbursement (07/01/00)
If Servicing is terminated with cause and Freddie Mac obtains a new Servicer, Freddie Mac is entitled to reimbursement from the Servicer for any loss, damage or expense incident to the Transfer of Servicing. Such expenses include, but are not limited to, court costs, reasonable attorney fees, copying costs, costs of the physical transfer of files and the cost of an audit or examination of the Servicer's records, if Freddie Mac determines that such a procedure is appropriate.

73.6: Outstanding purchase commitments (07/31/94)
If the terminated Servicer holds outstanding commitments for the purchase by Freddie Mac of additional Mortgages, Freddie Mac, in its discretion, may:

	•
	Transfer the Servicing of those Mortgages to a new Servicer immediately upon funding the purchases of the Mortgages, or


	•
	Assign the outstanding commitments to another Seller, or


	•
	Pair off the outstanding commitments, or


	•
	Cancel the outstanding commitments


73.7: Termination without cause (07/31/94)
Freddie Mac may terminate Servicing by the Servicer without cause with respect to any Mortgage Purchased in Whole or in Part by Freddie Mac. Freddie Mac will notify the Servicer 90 days before the scheduled date of the termination of Servicing without cause. Within that 90-day period, the Servicer may arrange to transfer Servicing to another Servicer that is approved by Freddie Mac to service the particular portfolio being transferred. Such a Transfer of Servicing is subject to the requirements of Chapter 56 and, if approved, must be completed within the time frame specified when Freddie Mac approves the transfer.

If the Servicer is unable to arrange to transfer Servicing within the 90-day period, as provided for above, Freddie Mac will terminate Servicing by the Servicer following the end of the 90-day period and will transfer the Servicing to a Servicer of Freddie Mac's choice. In this event, Freddie Mac will pay the terminated Servicer a termination fee equal to the market value of the Servicing portfolio being transferred as of the date the Servicing is actually transferred. Any dispute concerning market value shall not delay the transfer of the Servicing.

Before Freddie Mac's payment of a termination fee, the Servicer must complete all repurchases required under Chapter 72 of the Guide and fulfill any other outstanding obligations of the Servicer to Freddie Mac. If the Servicer fails to do so, Freddie Mac will offset the sum of such repurchases and any other outstanding obligations of the Servicer against the termination fee.

Freddie Mac's payment to a Servicer of the termination fee will constitute the entire compensation payable in consideration of the termination of Servicing. A Servicer will not be entitled to any additional compensation from Freddie Mac for any reason or cause relating to any consequential, incidental or indirect damages arising out of, or in connection with, the termination of Servicing. A Transfer of Servicing without cause does not relieve the Servicer of its obligations under the Purchase Documents with respect to the transferred Mortgages.

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

(Termination of Servicing with cause continues to be governed by the requirements of Sections 73.1 through 73.6. If Servicing is terminated with cause, a termination fee will not be paid to the Servicer.)
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Chapter 74:  Reserved

Chapter 74: Reserved
{Chapter 74 is reserved.}
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Chapter 75:  Reserved

Chapter 75: Reserved
{Chapter 75 is reserved.}

PAGE  
310

