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Chapter A2-4, Fannie Mae’s Quality Control 
Review

Fannie Mae’s Quality Control Review

Introduction

This chapter contains information on Fannie Mae’s quality control review.

In This Chapter

This chapter contains the following topic:

A2-4-01, Quality Control Reviews (08/17/2016) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .94

A2-4-01, Quality Control Reviews (08/17/2016)

Introduction

Fannie Mae may review mortgage loans it has purchased or securitized (including those with early payment defaults, those 
that have been foreclosed, as well as any other mortgage loan) to ensure that its underwriting, eligibility, and servicing re-
quirements have been met.

When Fannie Mae’s quality assurance risk assessment identifies a mortgage loan as having a higher degree of risk, Fannie 
Mae may perform a post-foreclosure full file QC review to evaluate the seller/servicer’s initial underwriting of the mortgage 
loan and, if applicable, the actions the seller/servicer took in servicing the mortgage loan. In such cases, Fannie Mae will 
notify the seller/servicer about the type of review Fannie Mae will perform and the scope of the review.

This topic contains the following:

• Notification of a Quality Control Review
• Timely Delivery of Individual Mortgage Loan Files
• Document Submission Requirements

• Fannie Mae’s Quality Control Review
• Requirements Specific for Servicing Quality Control Reviews
• Fannie Mae Quality Control Report
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• Appeal of Fannie Mae QC Review Decisions
• Servicing Review File Requirements

• Underwriting or Servicing Reviews of Acquired Properties

Notification of a Quality Control Review

The seller/servicer is notified which mortgage loans Fannie Mae has selected for review via written or electronic notification. 
Electronic notification will be delivered via QAS if the seller/servicer has signed up for it.

Timely Delivery of Individual Mortgage Loan Files

The seller/servicer must send the requested documentation for an underwriting or servicing review so that Fannie Mae re-
ceives the review file within 30 days after Fannie Mae notifies the seller/servicer that it has selected a mortgage loan for 
review. Fannie Mae, in its sole discretion, may request the documentation in a shorter or longer period of time based upon 
circumstances at the time.

Fannie Mae will make every effort to work with the seller/servicer when extenuating circumstances prevent it from delivering 
documentation in a timely manner. However, if a seller/servicer delays in providing the requested information, Fannie Mae, 
in its sole discretion, reserves the right to require indemnification, repurchase (depending on the circumstances of the indi-
vidual case) of these mortgage loans, or other alternatives. When a seller/servicer has a pattern of extensive delays or un-
responsiveness, Fannie Mae may consider this a breach of contract and consider other actions against the seller/servicer, 
up to and including termination.

Document Submission Requirements

The seller and servicer must maintain a complete individual mortgage loan file and be able to produce copies of the complete 
individual mortgage loan file upon Fannie Mae’s request. The servicing review file must include supporting documents for 
all requests for expense reimbursement it has submitted or intends to submit to Fannie Mae (for example, vendor invoices 
and third-party invoices from the vendor rendering services), in addition to other servicing and liquidation information such as

• property inspection reports,

• copies of delinquency repayment plans,
• copies of disclosures of ARM loan interest rate and payment changes,
• documents related to insurance loss settlements, and

• foreclosure records, as stated in the Servicing Guide.

In all instances, the servicer must document its compliance with all Fannie Mae policies and procedures, including, but not 
limited to, timelines that are required by the Servicing Guide. The servicer must maintain in the individual mortgage loan file 
all documents and system records that preserve Fannie Mae’s ownership interest in the individual mortgage loan.

The seller/servicer must package the requested documentation requested by Fannie Mae. When Fannie Mae requests both 
a mortgage loan origination and a mortgage loan servicing file, the seller/servicer may package the material as a single file 
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(with the origination and servicing documentation separated and clearly labeled within the file) or as two separate files that 
are packaged together (with one file identified as the “origination” file and the other identified as the “servicing” file).

The complete mortgage loan file must include clear copies of any required paper documents, not the originals. Paper doc-
uments must be sent in a manila folder, with the credit and property documents on the right side and the legal documents 
on the left side.

If the seller/servicer keeps its files electronically, Fannie Mae must be able to reproduce the documents required in a manner 
in terms of cost and time frames acceptable to Fannie Mae.

If the seller/servicer wishes to submit files in a form other than paper, it must contact the Fannie Mae’s LQC File Receipt and 
Assignment team (see F-4-03, List of Contacts (09/18/2018)) to ensure that the requested form is compatible with the LQC’s 
systems and processes. The requested files must be sent to Fannie Mae’s LQC File Receipt and Assignment team (see F-
4-03, List of Contacts (09/18/2018)).

Fannie Mae’s Quality Control Review

Fannie Mae has QC policies and procedures in place for its review of performing and non-performing mortgage loans. Fan-
nie Mae uses a statistically valid approach in selecting a random sample of new mortgage loan deliveries for review. The 
random sample is augmented with targeted, discretionary sampling, which aids in the measurement of the overall quality of 
mortgage loan deliveries. The QC process evaluates individual mortgage loan files on a comprehensive basis with the pri-
mary focus of confirming that mortgage loans meet Fannie Mae’s underwriting and eligibility requirements. Fannie Mae will 
continue to review any servicing files requested with the primary focus of confirming that the mortgage loan has been ser-
viced in accordance with the Lender Contract.

The QC process also provides the seller/servicer with data and feedback about the quality of its mortgage loan origination 
process. The goal is to engage the seller/servicer in frequent, meaningful exchanges of information about trends in the qual-
ity of delivered mortgage loans and to inform the seller/servicer about significant underwriting deficiencies identified through 
the QC review process. Together, Fannie Mae and its sellers/servicers should share a commitment to improving the quality 
of mortgage loan originations. Fannie Mae requires that the seller/servicer implement and enforce strong underwriting pro-
cesses and, if necessary, will work with the seller/servicer to develop action plans to improve origination quality.

Fannie Mae’s QC policies are administered by its LQC. The selection process may change at any time to address concerns.

Requirements Specific for Servicing Quality Control Reviews

Fannie Mae will utilize delinquent mortgage loan status code data and other information collected from the servicer during 
other interactions to identify delays in the default management process. Fannie Mae may elect to perform a servicing review 
to further evaluate the actions the servicer took in servicing those mortgage loans.

Fannie Mae will notify the servicer of the intention to perform a desk review or an on-site review. The servicer must submit 
the requested documentation or make it available for an on-site review in the time frame specified in the notification. If the 
servicer fails to do so, Fannie Mae may exercise available remedies, including compensatory fees, without first reviewing 
the individual mortgage loan file. The list of documents that must be included in any servicing review file Fannie Mae request 
are outlined in Servicing Review File Requirements.
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Fannie Mae will communicate any performance deficiencies noted to the servicer. Unless Fannie Mae elects to immediately 
terminate the servicer’s right to service the mortgage loans, the servicer will be given an opportunity to explain any mitigating 
circumstances or factors that justify the servicing actions it took or did not take within the time frame specified by Fannie Mae 
in its communication of the performance deficiencies.

Fannie Mae’s evaluation of the actions the servicer took in servicing the mortgage loan will focus primarily on determining 
whether the servicer took all of the appropriate steps to cure the delinquency or avoid foreclosure (through Fannie Mae’s 
various relief provisions or foreclosure prevention alternatives) and, if a foreclosure could not be avoided, on confirming that 
the servicer completed the legal actions within Fannie Mae’s required time frames.

For the most part, Fannie Mae will rely on various reports that are produced by its automated delinquency and foreclosure 
prevention management systems to evaluate the servicer’s performance. However, when Fannie Mae’s analysis of these 
reports indicates that there is a possibility that the servicer’s delinquency management performance is poor or if Fannie Mae 
believes certain servicing files should be reviewed for other reasons, Fannie Mae may require the servicer to submit a ser-
vicing review file for a mortgage loan to Fannie Mae’s SF CPM division (see F-4-03, List of Contacts (09/18/2018)).

If Fannie Mae identifies deficiencies in its evaluation of the servicing review file, it will communicate them to the servicer. The 
servicer, in most instances, will be given an opportunity to explain any mitigating circumstances or factors that justify the 
servicing actions it took (or did not take).

When the servicer’s review identifies significant deficiencies, it may offer to purchase the property from Fannie Mae when it 
submits the complete individual mortgage loan file (rather than waiting for the results of Fannie Mae’s review). Fannie Mae 
will entertain such offers–as long as they will make Fannie Mae whole and are permitted by the Trust Agreement, if applica-
ble–since Fannie Mae would no longer have to be concerned about the property disposition process.

When Fannie Mae has received the origination and/or servicing review file, it will begin the process of reviewing the file(s) 
to determine whether the mortgage loan met Fannie Mae’s origination, eligibility and/or servicing standards. If Fannie Mae 
concludes that a repurchase demand should be issued on a mortgage loan pursuant to the origination defect remedies 
framework, Fannie Mae generally will issue a request for repurchase (calling for the servicer to take title to the property and 
pay Fannie Mae for its full investment in it). Fannie Mae may, on occasion, give the servicer the option of having Fannie Mae 
dispose of the property (and agreeing to indemnify Fannie Mae for any loss Fannie Mae incurs in connection with the sale), 
or require the lender to fully reimburse Fannie Mae for its loss through a demand for a make whole payment in the event that 
Fannie Mae sells the property or accepts a purchase offer prior to notifying the servicer that the mortgage loan did not meet 
Fannie Mae’s eligibility or underwriting requirements.

In the event the servicing defect identified by Fannie Mae also turns out to be a breach of any provision of any MI policy 
issued with respect to a mortgage loan, the seller/servicer is not released from any breach of the Lender Contract that may 
result if the MI company insuring the loan rescinds, cancels, denies, or curtails the MI benefit due to the same or similar acts 
or omissions that make up the defect.

Fannie Mae Quality Control Report

Fannie Mae provides the seller/servicer with ongoing feedback about their overall QC performance. The feedback identifies 
defect types, reporting on frequent or common defects, and describes quality trend analyses and significant underwriting 
deficiencies identified through the QC review process. This information is provided through a variety of methods that range 
from regular electronic transmissions to more formal periodic discussions.
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When Fannie Mae identifies a defective mortgage loan, it may in its sole discretion, impose a condition to retaining the mort-
gage loan, such as requiring the seller/servicer to agree to an alternative remedy to repurchase. In some cases, as permitted 
by the Lender Contract, Fannie Mae will issue a repurchase or make whole payment request to the seller/servicer.

The Servicing Guide contains timelines by which the seller/servicer must pay Fannie Mae the funds that are due in connec-
tion with a demand for a servicing remedy in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make Whole 
Payment Requests and Deferred Payment Obligations (08/17/2016). If the seller/servicer delays in this or has a pattern of 
unresponsiveness, Fannie Mae may consider this an independent breach of contract and consider other actions against the 
seller/servicer, up to and including termination.

Certain servicing repurchase alternatives may be available only to certain seller/servicers that are in good standing with Fan-
nie Mae. See Servicer Responses to a Demand in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make 
Whole Payment Requests and Deferred Payment Obligations (08/17/2016) for more information.

Appeal of Fannie Mae QC Review Decisions

Fannie Mae maintains processes for the seller/servicer to appeal a demand for a servicing remedy, including an IDR pro-
cess, in certain instances. See the Selling Guide for more information on the origination defect remedies framework appeals 
process and Servicer Responses to a Demand in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make 
Whole Payment Requests and Deferred Payment Obligations (08/17/2016) for more information on the servicing defect rem-
edies framework appeal and escalation processes. A demand for a repurchase servicing remedy or reimbursement may be 
rescinded or withdrawn because the seller/servicer provides documentation within the time period specified by Fannie Mae 
(when Fannie Mae determines that a breach of the Lender Contract may be corrected).

Servicing Review File Requirements

The following table provides a list of the documentation that must be included in the servicing review file.

✓ The servicer must include in the servicing review file...
The collection history for the default that led to the foreclosure or mortgage release (including the reason 
for the default, delinquency notices sent, and copies of borrower’s previous payment histories).

A summary of all attempts to develop a workout plan or arrange a workout option, including evidence of 
any communication with Fannie Mae.

A bankruptcy tracking log, or a separate report indicating the dates of any bankruptcy filings and the dates 
that any lifting of a bankruptcy stay was attempted and attained.

The foreclosure tracking log, or a separate report indicating the date that the case was referred to the 
foreclosure attorney and the date of the foreclosure sale, as well as summarizing any communications 
with Fannie Mae about delays in the foreclosure process (including delays resulting from the presence of 
hazardous waste, natural disasters, massive layoffs, etc.) or departures from standard foreclosure 
procedures (such as using judicial foreclosure in a power of sale state).

Any other type of information that is requested, given the type of review.
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The outside of the servicing review file must clearly identify the case, as follows:

• servicing file for acquired property;
• mortgage remittance type (A/A, S/A, or S/S);
• servicing option (special or shared risk);

• Fannie Mae mortgage loan number;
• servicer mortgage loan number;
• borrower’s name; and

• property address.

Underwriting or Servicing Reviews of Acquired Properties

When Fannie Mae receives an offer to purchase an acquired property that is also subject to an underwriting or servicing 
review, Fannie Mae may accept the purchase offer without first notifying the servicer, whether or not a final decision has 
been reached with respect to the review. If, after completion of the review, Fannie Mae determines that the mortgage loan 
did not meet its eligibility or underwriting requirements and Fannie Mae has incurred a loss by selling the property, the seller/
servicer will be required to fully reimburse Fannie Mae for its loss.

Related Announcements

The following table provides references to Announcements that are related to this topic.

Announcements Issue Date
Announcement SVC–2016–07 August 17, 2016

Announcement SVC–2015–15 December 16, 2015
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Priority Posting & Publishing
Order # P1115580
TS # AMS1100-114384
 
AFFIDAVIT OF SERVICE
 
State of Nevada )
County of Clark)

I, Kevin Dunn, state:

That at all times herein I have been a citizen of the United States, over 18 years of age, and am not a party to, or interested
in, the proceeding in which this affidavit is made.

I served Jung Kim and June Kim with a copy of the Notice of Sale, on 10/9/2014 at approximately 12:54 PM, by:

Attempting to personally serve the person(s) residing at the property, however no one answered the door. I thereafter
posted a copy of the Notice of Sale on the property in the manner prescribed pursuant to NRS 116.311635, in a
conspicuous place on the property, which is located at:
 
  452 Crocus Hill Street
  Las Vegas NV 89138
 
To the best of my knowledge, the property is vacant and unoccupied.
 
I declare under penalty of perjury under the law of the State of Nevada that the foregoing is true and correct.
 
Dated 10/9/2014   Nevada Legal Support Services LLC

   
Kevin Dunn, 1675964
930 S. 4th Street, Suite 200
Las Vegas, NV 89101
(702) 382-2747
NV License #1711

 
NVLSS ID# 491817          16
COUNTY OF SERVICE: CLARK
SERVER: Kevin Dunn
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Priority Posting & Publishing
Order # P1115580
TS # AMS1100-114384
 
AFFIDAVIT OF POSTING NOTICE OF SALE
 
     State of Nevada )
     County of Clark)

     I, Sabrina Callaway, state:

     That at all times herein I have been a citizen of the United States, over 18 years of age, and am not a party to, or
interested in, the proceeding in which this affidavit is made.
     On 10/9/2014, I posted a copy of the Notice of Sale pursuant to NRS 116.311635, concerning Sale AMS1100-114384,
in a public place in the county where the property is situated, to wit:

     NEVADA LEGAL NEWS, 930 S FOURTH ST, LAS VEGAS
     CLARK COUNTY COURTHOUSE, 200 LEWIS ST, LAS VEGAS
     CLARK COUNTY BUILDING, 309 S THIRD ST, LAS VEGAS

      The purported owner and address of the property contained in the Notice of Sale being:

     Jung Kim and June Kim, 452 Crocus Hill Street, Las Vegas NV 89138.
 
     I declare under penalty of perjury under the law of the State of Nevada that the foregoing is true and correct.
 
Dated 10/9/2014   Nevada Legal Support Services LLC

   
Sabrina Callaway
930 S. 4th Street, Suite 200
Las Vegas, NV 89101
(702) 382-2747
NV License #1711

 
NVLSS ID# 491817          16
COUNTY OF SERVICE: CLARK
SERVER: Sabrina Callaway
Assessment Management Services
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Photos taken by: Kevin Dunn     County: CLARK    133
Photo Date: 10/9/2014    Time: 12:54 PM   NLN ID# 491817  Page 1 of 1
Primary Borrower: Jung Kim and June Kim
Property Address: 452 Crocus Hill Street, Las Vegas NV 89138

Nevada Legal Support Services LLC
930 S. 4th Street, Suite 200
Las Vegas, NV 89101
(702) 382-2747 NV. Lic. #1711

Priority Posting & Publishing     Order # P1115580 TS#AMS1100-114384
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Chapter A2-1, Contractual Obligations for 
Sellers/Servicers

Contractual Obligations for Sellers/Servicers

Introduction

This chapter explains the basic legal relationship between a seller, servicer, or seller/servicer and Fannie Mae.

In This Chapter

This chapter contains information on the following subjects:

A2-1-01, Contractual Obligations for Sellers/Servicers (09/04/2018). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .7
A2-1-02, Nature of Mortgage Transaction (02/27/2018). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11
A2-1-03, Indemnification for Losses (08/29/2017) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .12

A2-1-01, Contractual Obligations for Sellers/Servicers (09/04/2018)

Introduction

This topic describes some of the seller’s, servicer’s and seller/servicer’s contractual arrangements, including:

• Role of MSSC
• Special Seller/Servicer Approval and MSSC Addendum

• Lender Contract: Integration and Non-Divisibility
• Amendments to the Guides
• General Contract Terms

Role of MSSC

After Fannie Mae approves a seller or servicer or seller/servicer, both parties execute the Mortgage Selling and Servicing 
Contract (MSSC) and any other relevant agreements. The continuation of that relationship depends on both parties honoring 
the mutual promises in the Lender Contract.
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The MSSC establishes the basic legal relationship between a seller, servicer or seller/servicer and Fannie Mae and

• establishes the entity as an approved seller of mortgages and participation interests or an approved servicer of mort-
gages or both; and

• incorporates by reference the Selling Guide, the Servicing Guide, the Requirements for Document Custodians, Soft-
ware Subscription Agreement, Manuals, Announcements, Lender Letters, Release Notes, Notices, directives and other 
documents which may be incorporated by reference into the Guides, all as amended or supplemented from time to 
time.

Special Seller/Servicer Approval and MSSC Addendum

Certain mortgage loan types require special approval. The following special approvals will be documented by an addendum 
to the Mortgage Selling and Servicing Contract (MSSC) between Fannie Mae and the seller/servicer:

• co-op share loans,
• second mortgages,
• HomeStyle Renovation mortgages, and

• electronic mortgages (eMortgages).

Sellers/servicers may request approval to deliver these loans through their Fannie Mae customer account team. Sellers/ser-
vicers may not deliver these loan types unless they obtain the applicable special approval and execute any additional agree-
ments required by Fannie Mae. Sellers/servicers that apply for special approval to deliver HomeStyle Renovation mortgages 
must also complete a Special Lender Approval Form (Form 1000A).

Fannie Mae reserves the right to cease approving sellers/servicers for or accepting deliveries of any or all of the mortgage 
loan types listed above from any or all sellers/servicers. The decision to no longer accept deliveries may result in an amend-
ment to, or the termination of, the special approval. Fannie Mae will provide the affected seller/servicer with reasonable no-
tice of this decision. If the decision affects a seller/servicer's ability to fulfill any required mandatory delivery amount under 
its Master Agreement, Fannie Mae will consider alternatives through which the seller/servicer can fulfill its delivery obligation.

For a discussion of mortgage loan types that require special customized/negotiated terms in a Master Agreement, see A2-
4-01, Master Agreement Overview (10/31/2017). For additional information on lender contracts, refer to E-1-04, List of Lend-
er Contracts (12/06/2016).

Lender Contract: Integration and Non-Divisibility

The MSSC and all of the documents referenced above, together with any other agreements with Fannie Mae that provide 
for additional obligations to Fannie Mae, such as commitments, master agreements, technology agreements, and collateral 
agreements, are together referred to as the “Lender Contract” and form a single, integrated contract.

A servicer or seller/servicer’s benefits and obligations to service loans under the Lender Contract are integrated and cannot 
be separated from the seller’s or seller/servicer’s benefits and obligations to sell loans under the Lender Contract.
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Fannie Mae relies on this integration and non-divisibility in entering into, and continuing to be bound by, the Lender Contract 
and in consenting to a servicing transfer.

Amendments to the Guides

All of Fannie Mae’s communications (Guides, Manuals, Announcements, Lender Letters, Release Notes, and Notices and 
directives) are incorporated into the Guides by reference, and are effective on the dates specified in such documents. Certain 
information and requirements posted on Fannie Mae's website are also incorporated by reference into the Guides.

Fannie Mae transmits communications to sellers, servicers and seller/servicers by posting them on Fannie Mae’s corporate 
website (or other websites as Fannie Mae may establish in the future). Fannie Mae also publishes some communications 
(for convenience) via AllRegs.

General Contract Terms

The following table describes some general contract terms.

 GENERAL CONTRACT TERMS

Topic Description
Joint and Several Responsibility Unless Fannie Mae otherwise agrees in writing, upon the transfer of servicing 

loans:

• the transferor and transferee are jointly and severally responsible for all sell-
ing representations, warranties, and obligations related to the transferred 
loans, including those that arise before delivery of the loans to Fannie Mae; 
and

• the transferee is jointly and severally responsible for all servicing obliga-
tions and liabilities of the transferor, including those that arise before deliv-
ery of the loans to Fannie Mae.

Terminology and General 
Conventions

• While the term “lender” is generally used throughout the Selling Guide to re-
fer to the entity responsible for all aspects of the origination and delivery of 
loans to Fannie Mae and if applicable, the servicing of loans, the terms “sell-
er”, “servicer”, “lender”, and “seller/servicer” are all used in the Guides in dif-
ferent contexts. The particular term used should not be viewed as an 
exclusion of an entity’s responsibilities in connection with a loan.

• The “responsible party” means a seller, servicer, or other entity(ies) that is 
responsible for the selling representations and warranties or for the servic-
ing responsibilities and liabilities on a loan.

Glossary of Defined Terms A glossary of defined terms is included in the Guides.

Independent Contractor The servicer services Fannie Mae loans as an independent contractor and not 
as an agent, assignee, or representative of Fannie Mae.
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Related Announcements

The table below provides references to the Announcements that have been issued that are related to this topic.

Assignment A seller, servicer or seller/servicer may not, without Fannie Mae’s prior written 
consent, assign:

• the Lender Contract, or any component of the Lender Contract such as 
master agreements, whole loan or MBS commitments or contracts, under 
any circumstances; or

• its responsibility for servicing individual mortgages Fannie Mae owns or 
have a participation interest, except in accordance with the Guides.

Fannie Mae may assign its participation interest in any mortgage and all rights 
in the mortgages owned under the Lender Contract or any other instruments.

No Third Party Beneficiaries No borrower or other third party is a third party beneficiary of the Lender 
Contract or obtains any rights through the Lender Contract or any of our seller, 
servicer or seller/servicer communications.

Construction • The term “including” and similar words means “including, without limitation”.

• Headings and captions are for convenience only.

• If any provision of the Lender Contract is held invalid, the enforceability of 
all remaining provisions are not affected, and the Lender Contract will be in-
terpreted as if the invalid provision were not contained in the Lender Con-
tract.

Notice of Termination Any notice of termination of the Lender Contract or any component must be in 
writing and delivered by hand, electronic mail (with electronic confirmation of 
delivery), overnight express or similar service (fees prepaid), or first-class 
United States registered or certified mail with return receipt requested (postage 
prepaid), to the applicable party at its address specified in the MSSC (which 
may be changed by written notice).

Governing Law New York state law without regard to its conflict of law rules.

Announcement Issue Date
Announcement SEL-2018-07 September 04, 2018

Announcement SEL-2017-07 August 29, 2017

Announcement SEL-2013–03 April 9, 2013

Announcement 09-06 March 23, 2009

 GENERAL CONTRACT TERMS

Topic Description
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A2-1-02, Nature of Mortgage Transaction (02/27/2018)

Introduction

This topic contains information on mortgage transaction requirements.

• Delivery Methods
• True Sale

Delivery Methods

Sellers may sell loans to Fannie Mae using either of the two following delivery methods.

• As whole loans - the seller sells the loans to Fannie Mae and receives cash proceeds in the amount of the purchase 
price, with the loans to be retained by Fannie Mae in its porftolio or to be included later in MBS pools formed by Fannie 
Mae.

• As MBS loans - the sellers sells the loans which are conveyed to an MBS trust under the terms of the Fannie Mae 
MBS program and the seller (or its designee) receives mortgage pass-through certificates representing interests in the 
loans as the purchase price for the loans.

The term “delivery” refers to the delivery of whole loans to Fannie Mae and into MBS pools. In cases where specific require-
ments apply to one type of transaction, the delivery method is specified. The term “loan” means “mortgage loan” and includes 
participation interests in loans unless specified otherwise. The glossary defines terms used in connection with Fannie Mae 
requirements in the Selling Guide.

True Sale

Both Fannie Mae and the seller intend that every sale of loans to be the seller’s true, absolute, and unconditional sale to 
Fannie Mae of the loans. However, if a court or other appropriate forum holds the loans are still the seller’s property, then 
Fannie Mae and the seller intend that the transaction be deemed to be:

• a pledge by the seller to secure a debt or other obligation owed to Fannie Mae for all related loans, and
• a grant by the seller to Fannie Mae of a first priority perfected security interest in the loans.

Announcement 08-23 September 16, 2008

Announcement Issue Date
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Section A2-5.1, Establishment, Ownership, 
and Retention of Loan Files and Records

A2-5.1-01, Establishing Loan Files (12/19/2017)

Introduction

This topic contains information on loan files, including:

• Establishing the Loan File
• Establishing the Loan File for Manufactured Homes

• Additional Information for the Loan File

Establishing the Loan File

The seller must establish the individual mortgage loan file “loan file” when it originates a loan and clearly identifies each file 
with Fannie Mae’s loan number (and Fannie Mae’s participation and participation percentage interest and MBS pool number, 
if applicable). The loan file consists of the loan origination file, the loan custodial file, and the loan servicing file held by the 
seller, servicer, or a prior servicer arising from or related to the origination, sale, securitization, or servicing of a loan or ac-
quired property, as applicable. The loan file includes all records needed to service the loan and support the validity of the 
loan, and must be readily accessible in connection with the servicing of the loan.

The loan origination file consists of the following:

• all documents, records and reports used to support the underwriting decision required by the Lender Contract;

• any documentation required by Fannie Mae or by law relating to the loan arising from or related to the origination, clos-
ing, sale, securitization, or delivery of a loan; and

• documents that are required as part of the post-closing mortgage loan file documentation requirements in the Selling 
Guide.

The following tables describe the documents included in the loan origination file and whether an original or a copy is required.

✔ Original Documents
any unrecorded documents changing the terms of the note

the assignment to MERS®, if the loan is registered with MERS and MERS is not named as nominee for 
the beneficiary, and the copies of all required intervening assignments
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Establishing the Loan File for Manufactured Homes

Servicers that have collateral documents for manufactured home loans with application dates prior to August 24, 2003 must 
retain all such documents, but they are not required to obtain these documents if they do not already have possession of 
them.

For a manufactured home with an application date on or after August 24, 2003, collateral documents include the following:

✔ Document Copies
the recorded mortgage or deed or trust, any applicable recorded rider or recorded modification or any 
other recorded document affecting Fannie Mae’s right under the mortgage with the recording 
information from the recorder’s office

the Participation Certificate, if applicable

the related Schedule of Mortgages if an MBS loan

the note and any related addenda

unrecorded assignments to Fannie Mae (or the recorded assignment, when applicable) and all required 
intervening assignments

FHA mortgage insurance certificate, VA loan guaranty certificate, RD loan note guarantee certificate, 
HUD Indian loan guarantee certificate, or conventional mortgage insurance certificate, if applicable

underwriting documents, including any DU reports

property appraisal and inspection orders and reports

title policy, property insurance policy, flood insurance policy (if required) and any other documents that 
might be of interest to a prospective purchaser or servicer of the loan or might be required to support 
title or insurance claims at some future date (for example, FEMA’s flood hazard determination form, title 
evidence, or survey)

 final settlement statement evidencing all settlement costs paid by the borrower and seller (if applicable),

• the final version of the Closing Disclosure does not have to be signed by the borrower and seller al-
though lenders may obtain signatures, which Fannie Mae supports as a best practice;

• if there are separate Closing Disclosures for the borrower and seller, the copies of the final version 
of each must be kept in the mortgage loan file.

any other documents, records, and reports not specified above that are part of the loan origination file

✔ Manufactured Home Collateral Documents
documentation (if available) indicating that no certificate of title (or similar ownership document) was 
ever issued in states where a manufactured home can become real property without first being titled as 
personal property;
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In order to be prepared to meet special servicing and default management requirements for loans secured by manufactured 
homes, the servicer must ensure that all loans secured by manufactured homes are identified on their internal systems. If it 
comes to the attention of the servicer that it is servicing a loan secured by a manufactured home that was delivered to Fannie 
Mae without notation of Special Feature Code 235 (which is required to identify that property type), the servicer must initiate 
a post-purchase adjustment. See Fannie Mae’s website for additional information.

Additional Information for the Loan File

The seller/servicer must use the loan origination file to accumulate other pertinent servicing and liquidation information, in-
cluding, the following:

• property inspection reports,
• copies of delinquency repayment plans,

• copies of disclosures of ARM loan interest rate and payment changes,
• documents related to insurance loss settlements, and
• foreclosure notices.

The loan custodial file consists of the custodial documents and all documents, books, records, and reports, in any format, 
required to be retained by the document custodian pursuant to the Servicing Guide or other Fannie Mae requirements.

The loan servicing file (including the file maintained with respect to an acquired property) consists of all documents, books, 
records, reports, and payment and escrow histories, in any format, arising from or related to the servicing of the mortgage 
loan or acquired property by the current servicer or any prior servicer. This includes those required at any time by the Lender 
Contract or an insurer and documents and records set forth in the Servicing Guide. The loan servicing file must also include 
copies of all documents or records that are used to evaluate a borrower and the property condition when determining the 
eligibility for a workout option.

Related Announcements

The table below provides references to the Announcements that have been issued that are related to this topic.

documentation evidencing surrender or retirement in states where the certificate of title (or similar 
ownership document) can be surrendered or retired when the home becomes real property;

the certificate of title (or similar ownership document) if it has been or cannot be surrendered;

any UCC financing statement (or similar notice of lien) that was filed pursuant to applicable law; and

a security agreement that creates a lien on the manufactured home in addition to the loan or deed of 
trust.

✔ Manufactured Home Collateral Documents
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A2-5.1-02, Ownership and Retention of Loan Files and Records (12/19/
2017)

Introduction

This topic contains information on individual mortgage loan files, including:

• Ownership of the Loan File
• General Requirements for Records
• Record Retention Requirements

Ownership of the Loan File

All records related to loans (including all data and materials representing, based on, or compiled from such records) sold to 
or serviced for Fannie Mae are Fannie Mae’s property and any other owner of a participation interest in the loan regardless 
of their physical form or characteristics or whether they are developed or originated by the loan seller, servicer, or others.

Each of the loan originator, seller, servicer, and any service bureau or any other party providing services in connection with 
selling or servicing a Fannie Mae loan:

• has no right to possess these documents and records except under the conditions specified by Fannie Mae, and
• must hold these documents solely for the benefit of Fannie Mae.

The servicer must use the loan origination file to accumulate other pertinent servicing and liquidation information.

If the seller does not service the loan, it must transfer the loan file to the servicer. The servicer must document in the servicing 
loan file its compliance with all Fannie Mae policies and procedures, including timelines that are required by the Servicing 
Guide. The servicer and the responsible party must keep all of the individual loan records and all servicing records for the 
time it serviced the loan.

Announcement Issue Date
Announcement SEL- 2017-10 December 19, 2017

Announcement SEL-2013–03 April 9, 2013
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General Requirements for Records

The seller/servicer must:

• maintain the accounting records relating to loans in accordance with sound and generally accepted accounting princi-
ples;

• ensure that the records meet Fannie Mae’s requirements;

• ensure the accuracy, security, confidentiality, integrity, completeness and legibility of the individual loan file;
• protect against any anticipated threats or hazards to the security or integrity of files and records;
• protect against unauthorized access to or use of files and records and is responsible for requiring, by contract, that any 

subservicers or other third parties that access mortgage files and records also implement these measures;

• periodically review changes in technology to make sure that all records continue to be obtainable and readable in the 
future.

The following table describes Fannie Mae’s general rights related to it audit of records.

GENERAL REQUIREMENTS FOR AUDITS OF RECORDS

Topic Description
Right to Audit Fannie Mae may examine and audit, at any 

reasonable time, all loan records and other 
information that Fannie Mae considers necessary to 
ensure that the seller/servicer is complying with 
Fannie Mae requirements.
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Delivery of Records • When Fannie Mae sends a written request to a 
seller/servicer to examine mortgage records, the 
seller/servicer must deliver all records to Fannie 
Mae or to whomever Fannie Mae designates 
within the time frame specified by Fannie Mae.

• Fannie Mae will not execute any trust receipts for 
documents it requests and will not pay for their 
delivery. If the seller/servicer is retaining any of 
the records in a format other than paper, the sell-
er/servicer must reproduce them at it own ex-
pense.

• If Fannie Mae has only a participation interest in 
a loan, Fannie Mae will provide proof of its own-
ership interest upon request.

• If the seller/servicer is unable to respond to Fan-
nie Mae’s request to produce records in a timely 
manner, the seller/servicer must provide a rea-
sonable explanation for its failure to produce the 
records and, if appropriate, offer evidence that it 
has satisfied any requirement about which Fan-
nie Mae is concerned.

• The seller/servicer is responsible for all Fannie 
Mae Losses incurred by Fannie Mae in enforcing 
its right of access to the records, unless it is de-
termined that Fannie Mae had no legal right of ac-
cess.

Audit Activities Fannie Mae’s examination and audit of the seller/
servicer’s records may consist of

• monitoring all monthly accounting reports submit-
ted to Fannie Mae;

• conducting periodic procedural reviews during 
visits to the seller/servicer’s office or the docu-
ment custodian’s place of business;

• conducting in-depth audits of the seller/servicer’s 
internal records and operating procedures; and

• performing spot-check reviews of loans in the 
seller/servicer’s portfolio on a random sample ba-
sis.

GENERAL REQUIREMENTS FOR AUDITS OF RECORDS

Topic Description
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Record Retention Requirements

The following table describes the record retention requirements for certain types of records.

RECORD RETENTION REQUIREMENTS

Type of Record Requirements
Loan payment records The servicer must maintain permanent mortgage 

account records for each loan it services for Fannie 
Mae. The records must be identified by Fannie 
Mae’s loan number (and any related participation 
certificate or MBS pool number) in addition to any 
other identification the servicer uses. The servicer 
may develop its own system for maintaining these 
records, as long as it can produce an account 
transcript within a reasonable time after it is 
requested.

The servicer’s accounting system must be able to 
produce detailed information for the following:

• all transactions that affect the loan balance,

• the financial status of the loan, and

• any overdrafts in the escrow account.

Accounting reports Unless instructed otherwise, the servicer may 
destroy any accounting reports 18 months after such 
reports are filed with Fannie Mae.

Annual Statement of Eligibility for Document 
Custodians (Form 2001)

A servicer that is also a Fannie Mae document 
custodian must maintain a copy of Form 2001 for 
seven years at all locations that are covered by the 
completed form and ensure that they are available 
for on-site reviews.

Records related to HAMP The servicer must retain:

• all documents and information evidencing the 
complete evaluation of a borrower for HAMP for 
seven years after document collection or four 
years after loan liquidation, whichever is later; 
and

• all data, books, reports, documents, audit logs, 
and records, related to HAMP, and a copy of all 
computer systems and application software nec-
essary to review and analyze any electronic re-
cords for at least four years, or for such longer 
period as may be required by applicable law.
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Note: The time frame from loan liquidation is measured from the date of the loan payoff or the date that any 
applicable claim proceeds are received, whichever is later.

Records related to 2MP The servicer must retain:

• all documents and information evidencing compli-
ance with our requirements when evaluating a 
borrower for 2MP, for seven years after document 
collection or for four years after loan liquidation, 
whichever is later;

• all documents and information related to the 
monthly payments during and after any trial peri-
od, as well as incentive payment calculation and 
such other required documents; and

• detailed records to document the reason(s) for 
any trial loan modification failure.

Records related to bankruptcy or foreclosure 
proceedings

• The servicer must retain all of the documents re-
quired to be included in the individual loan file and 
must ensure that they are readily accessible if 
needed in any bankruptcy or foreclosure pro-
ceeding, or for any other purpose in connection 
with the servicing of the loan.

• The servicer may hold copies if originals are not 
required, while originals have been sent for filing 
but have not yet been returned, or while the orig-
inals are otherwise temporarily out of the seller/
servicer’s possession.

Expense reimbursement claims The servicer must retain in the loan servicing file all 
supporting documentation for all requests for 
expense reimbursement.

Liquidation records After a loan is liquidated, the servicer must keep the 
individual loan records for at least four years, unless 
the local jurisdiction requires longer retention or 
Fannie Mae specifies that the records must be 
retained for a longer period. 

Records related to repurchase or reimbursement If a loan or property is repurchased or a make whole 
payment remitted, the responsible party must keep 
the individual loan records for at least four years 
from loan liquidation unless applicable law requires 
longer retention or Fannie Mae specifies that the 
records must be retained for a longer period.

RECORD RETENTION REQUIREMENTS

Type of Record Requirements

Case 2:15-cv-00977-RFB-CWH   Document 48-2   Filed 11/15/18   Page 35 of 113

ER-246



Part A, Doing Business with Fannie Mae
Subpart A2, Lender Contract
Chapter A2-5, Loan Files and Records
Section A2-5.1, Establishment, Ownership, and Retention of Loan Files and Records

10/02/2018

Printed copies may not be the most current version. For the most current version, go to the online 
version at https://www.fanniemae.com/singlefamily/originating-underwriting.

85

For eMortgages, the seller/servicer must follow the record retention requirements for the type of record described in the table 
immediately above, if applicable, and the requirements for storing mortgage loan files and records as described in A2-5.1-
03, Electronic Records, Signatures, and Transactions (10/31/2017)

Related Announcements

The table below provides references to the Announcements that have been issued that are related to this topic.

A2-5.1-03, Electronic Records, Signatures, and Transactions (10/31/
2017)

Introduction

This topic contains information on electronic records, including:

• Electronic Records

• Electronic Signatures
• Electronic Notarizations

• Electronic Transactions with Fannie Mae
• Electronic Transactions with Third Parties

Announcement Issue Date
Announcement SEL-2017-10 December 19, 2017

Announcement SEL-2017-05 May 30, 2017

Announcement SEL-2015–09 August 25, 2015

Announcement SEL-2015–07 June 30, 2015

Announcement SEL-2012–13 November 13, 2012

Announcement SEL-2011–04 May 24, 2011

Announcement SEL-2010–10 August 12, 2010

Announcement 09-19 June 8, 2009
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A1-1-03, Evaluating a Servicer’s Performance (11/25/2015)

Introduction

This topic contains the following:

• Performance Management Framework Overview
• Servicing Performance Categories
• Evaluating Performance

• Implementing Performance Improvement Plans

Performance Management Framework Overview

In order to determine the servicer’s compliance with its servicing duties under the Lender Contract, Fannie Mae measures 
the servicer’s performance utilizing various performance metrics, which may include servicer reviews and the STAR™ Pro-
gram for those servicers (also refers to a subservicer if there is a subservicing arrangement) which Fannie Mae has identified 
for inclusion in the Program.

Servicers selected to participate in the STAR Program will receive written notification from Fannie Mae prior to being added 
into the program.

The STAR Program is one of Fannie Mae’s performance management frameworks designed to determine the servicer’s 
overall performance based on operational assessments and scorecards. The STAR Reference Guide serves as implemen-
tation guidance for servicers. The STAR Reference Guide is located on Fannie Mae’s website on the STAR Program page 
and is incorporated herein by reference. Fannie Mae may change the STAR Reference Guide from time to time.

Servicing Performance Categories

Operational assessments and servicer reviews measure the servicer’s performance based on key criteria in certain servicer 
performance categories, which may include, but are not limited to the following:

• customer service;

Announcements Issue Date
Announcement SVC-2017-07 August 16, 2017

Announcement SVC-2016-04 May 11, 2016
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• escrow administration;
• property, flood, and MI;

• collections;
• loss mitigation;
• investor relations/reporting;

• mortgage loan payment processing;
• bankruptcy, foreclosure, and REO management;
• data integrity;

• delinquency and annual financial and management reporting;
• document custody and record retention;
• remitting; and

• accounting and reporting.

Fannie Mae reserves the right, from time to time, to

• amend the performance criteria,
• modify how the results are determined, and

• revise the content of the performance metrics.

Fannie Mae may also communicate individual performance targets which may not be included in the STAR Program oper-
ational assessments and scorecards. Fannie Mae must regularly monitor each servicer’s performance.

Evaluating Performance

Fannie Mae considers many factors when it evaluates whether the servicer’s overall performance is acceptable, including, 
without limitation, the following:

• trends in performance,

• adequacy of staffing,
• compliance reviews and audits,
• STAR Program results,

• mortgage loan file reviews,
• timeliness of its payment obligations, and
• overall compliance with the requirements of the Lender Contract.

Unacceptable performance, including unacceptable STAR Program results, may result in a performance improvement plan. 
Fannie Mae reserves the right to terminate the servicer’s Lender Contract in whole or in part, including its selling and/or ser-
vicing arrangement at any time with or without cause, in accordance with the Lender Contract.
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Implementing Performance Improvement Plans

Fannie Mae expects all servicers to service all mortgage loans in full compliance with the Lender Contract. The servicer’s 
performance may be measured by Fannie Mae through any number of servicing quality and compliance reviews, including 
the STAR Program, servicer reviews, as well as, timely payment of its obligations, compliance with the Servicing Guide, and 
other key performance metrics.

Servicers with unacceptable performance may be subject to a performance improvement plan issued by Fannie Mae.

Performance improvement plans may require the servicer to take actions and/or meet targets within defined time frames in 
order to remedy servicing deficiencies, which may include one or more of the following areas:

• customer service;

• escrow administration;
• property, flood, and MI;
• collections;

• loss mitigation;
• investor relations/reporting;
• mortgage payment processing, remitting, accounting and reporting;

• bankruptcy, foreclosure and REO management;
• data integrity;
• delinquency and annual financial and management reporting; and

• document custody and record retention.

The failure of the servicer to meet the terms of its performance improvement plan, including any timeline requirements for 
the performance improvement, constitutes a breach of the Lender Contract and may result in Fannie Mae terminating the 
servicer’s selling and/or servicing approvals in whole or in part or taking other appropriate actions under its Lender Contract.

Related Announcements

The following table provides references to Announcements that are related to this topic.

Announcements Issue Date
Announcement SVC–2015–14 November 25, 2015
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A2-1-03, Execution of Legal Documents (11/12/2014)

Introduction

The servicer ordinarily appears in the land records as the mortgagee to facilitate performance of the servicer’s contractual 
responsibilities, including, but not limited to, the receipt of legal notices that may impact Fannie Mae’s lien, such as notices 
of foreclosure, tax, and other liens. However, Fannie Mae may take any and all action with respect to the mortgage loan it 
deems necessary to protect its or an MBS trust’s ownership of the mortgage loan, including recording an assignment of mort-
gage, or its legal equivalent, from the servicer to Fannie Mae or its designee. In the event that Fannie Mae determines it 
necessary to record such an instrument, the servicer must assist Fannie Mae by

• preparing and recording any required documentation, such as assignments of mortgages, powers of attorney, or affida-
vits; and

• providing recordation information for the affected mortgage loans.

The servicer must follow the procedures in F-1-10, Obtaining and Executing Legal Documents (05/10/2017) when sending 
documents for Fannie Mae’s execution.

The servicer is authorized to execute legal documents related to payoffs, foreclosures, releases of liability, releases of se-
curity, mortgage loan modifications, subordinations, assignments of mortgages, and conveyances (or reconveyances) for 
any mortgage loan for which it (or MERS®) is the owner of record. When an instrument of record requires the use of an 
address for Fannie Mae, including assignments of mortgages, foreclosure deeds, REO deeds, and lien releases, the servicer 
must follow the procedures in Fannie Mae Contacts for Document Execution Requests in F-1-10, Obtaining and Executing 
Legal Documents (05/10/2017) to locate the appropriate address.

This topic contains the following:

• Fannie Mae’s Limited Power of Attorney to Execute Documents
• Correcting Conveyances to Fannie Mae

Fannie Mae’s Limited Power of Attorney to Execute Documents

When Fannie Mae is the owner of record for a mortgage loan, it permits the servicer that has Fannie Mae’s LPOA to execute 
certain types of legal documents on Fannie Mae’s behalf. The servicer must have an LPOA in place to be authorized to ex-
ecute the following legal documents on behalf of Fannie Mae:

• full satisfaction or release of a mortgage or the request to a trustee for a full reconveyance of a deed of trust;
• partial release or discharge of a mortgage or the request to a trustee for a partial reconveyance or discharge of a deed 

of trust;
• modification or extension of a mortgage or deed of trust;

• subordination of the lien of a mortgage or deed of trust;
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• completion, termination, cancellation, or rescission of foreclosure relating to a mortgage or deed of trust, including, but 
not limited to, the following actions:
- the appointment of a successor or substitute trustee under a deed of trust, in accordance with state law and the 

deed of trust;
- the issuance or cancellation or rescission of notices of default;
- the cancellation or rescission of notices of sale; and
- the issuance of such other documents as may be necessary under the terms of the mortgage, deed of trust, or 

state law to expeditiously complete said transactions, including, but not limited to, assignments or endorsements of 
mortgages, deeds of trust, or promissory notes to convey title from Fannie Mae to the Attorney-in-Fact under this 
LPOA;

• conveyance of properties to FHA, HUD, the VA, RD, or a state or private mortgage insurer; and
• assignments or endorsements of mortgages, deeds of trust, or promissory notes to FHA, HUD, VA, RD, a state or pri-

vate mortgage insurer, or MERS.

To request an LPOA, the servicer must follow the procedures in Requesting a Limited Power of Attorney in F-1-10, Obtaining 
and Executing Legal Documents (05/10/2017).

If the servicer does not have an LPOA to execute documents on Fannie Mae’s behalf, or has a power of attorney that does 
not authorize it to execute documents for a specific type of transaction, the servicer must send the documents requiring ex-
ecution in any instance in which Fannie Mae is the owner of record for the mortgage loan by email, when permitted. If, how-
ever, an original document must be executed by Fannie Mae, the servicer must send the document by regular or overnight 
mail. The servicer must follow the procedures in Fannie Mae Contacts for Document Execution Requests in F-1-10, Obtain-
ing and Executing Legal Documents (05/10/2017) for instructions in sending documents to Fannie Mae.

Correcting Conveyances to Fannie Mae

The servicer must execute a quitclaim deed for properties that have been conveyed in error to Fannie Mae. The servicer 
must follow all procedures in F-1-10, Obtaining and Executing Legal Documents (05/10/2017) when preparing the reconvey-
ance quitclaim deed. A quitclaim deed is an instrument of conveyance of real property that passes whatever title, claim, or 
interest that the grantor has in the property, but does not make any representations as to the validity of such title. A quitclaim 
deed is not a guarantee that the grantor has clear title to the property; rather it is a relinquishment of the grantor’s rights, if 
any, in the property. The holder of a quitclaim deed receives only the interest owned by the person conveying the deed.

Fannie Mae will execute the quitclaim deed only if the servicer has prepared the document to quitclaim or assign back to the 
previous grantor or assignor. The servicer must send the request for quitclaim deed execution to Fannie Mae as described 
in Submitting a Reconveyance Quitclaim Deed in F-1-10, Obtaining and Executing Legal Documents (05/10/2017).

A2-1-04, Note Holder Status for Legal Proceedings Conducted in the 
Servicer’s Name (06/21/2017)

Introduction
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Fannie Mae is at all times the owner of the mortgage note, whether the mortgage loan is in Fannie Mae’s portfolio or part of 
the MBS pool. In addition, Fannie Mae at all times has possession of and is the holder of the mortgage note, whether Fannie 
May has direct possession of the note or a custodian has custody of the note, except in the limited circumstances expressly 
described in this topic.

This topic contains the following:

• Temporary Possession by the Servicer

• Physical Possession of the Note by the Servicer
• Reversion of Possession to Fannie Mae

Temporary Possession by the Servicer

In order to ensure that a servicer is able to perform the services and duties incident to the servicing of the mortgage loan, 
Fannie Mae temporarily gives the servicer possession of the mortgage note whenever the servicer, acting in its own name, 
represents the interests of Fannie Mae in foreclosure actions, bankruptcy cases, probate proceedings, or other legal pro-
ceedings.

This temporary transfer of possession occurs automatically and immediately upon the commencement of the servicer’s rep-
resentation, in its name, of Fannie Mae’s interests in the foreclosure, bankruptcy, probate, or other legal proceeding.

When Fannie Mae transfers possession, if the note is held by a document custodian on Fannie Mae’s behalf, the custodian 
has possession of the note on behalf of the servicer so that the servicer has constructive possession of the note and the 
servicer shall be the holder of the note and is authorized and entitled to enforce the note in the name of the servicer for Fan-
nie Mae’s benefit.

If the servicer determines based on state law that it needs to be the holder of an eNote prior to representing the interests of 
Fannie Mae in a foreclosure, bankruptcy, or other legal proceeding, the servicer must follow the procedures in Foreclosure, 
Bankruptcy and Other Legal Proceedings in F-1-29, Servicing eMortgages (10/19/2016) to request a transfer in control and 
location from Fannie Mae.

Physical Possession of the Note by the Servicer

In most cases, the servicer will have a copy of the mortgage note. If the servicer determines that it needs physical possession 
of the original mortgage note to represent the interests of Fannie Mae in a foreclosure, bankruptcy, probate, or other legal 
proceeding, the servicer may obtain physical possession of the original mortgage note by submitting a request directly to the 
document custodian.

If Fannie Mae possesses the original note through a third-party document custodian that has custody of the note, the servicer 
must submit a Request for Release/Return of Documents (Form 2009) to Fannie Mae’s custodian to obtain the note and any 
other custodial documents that are needed.

In either case, the servicer must specify whether the original note is required or whether the request is for a copy.

For eMortgages, if the eNote is not acceptable in its electronic form for a foreclosure, bankruptcy, or other legal proceeding, 
the servicer is authorized to use a printed Authoritative Copy of the eNote for the legal proceeding or action.
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Reversion of Possession to Fannie Mae

At the conclusion of the servicer’s representation of Fannie Mae’s interests in the foreclosure, bankruptcy, probate, or other 
legal proceeding, or upon the servicer ceasing to service the loan for any reason, possession automatically reverts to Fannie 
Mae, and Fannie Mae resumes being the holder for itself, just as it was before the foreclosure, bankruptcy, probate, or other 
legal proceeding. If the servicer has obtained physical possession of the original note, it must be returned to Fannie Mae or 
the document custodian, as applicable.

Related Announcements

The following table provides references to Announcements that are related to this topic.

A2-1-05, Use of Fannie Mae Trademarks (08/16/2017)

Introduction

For a list of trademarks currently used by Fannie Mae and requirements on how to refer to them, see Selling Guide A2-6-
01, Fannie Mae and Trademarks and Fannie Mae’s website.

Related Announcements

The following table provides references to Announcements that are related to this topic.

Announcements Issue Date
Announcement SVC-2017-05 June 21, 2017

Announcement SVC-2016–09 October 19, 2016

Announcement Date
Announcement SVC-2017-07 August 16, 2017
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Chapter A2-4, Fannie Mae’s Quality Control 
Review

Fannie Mae’s Quality Control Review

Introduction

This chapter contains information on Fannie Mae’s quality control review.

In This Chapter

This chapter contains the following topic:

A2-4-01, Quality Control Reviews (08/17/2016) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .94

A2-4-01, Quality Control Reviews (08/17/2016)

Introduction

Fannie Mae may review mortgage loans it has purchased or securitized (including those with early payment defaults, those 
that have been foreclosed, as well as any other mortgage loan) to ensure that its underwriting, eligibility, and servicing re-
quirements have been met.

When Fannie Mae’s quality assurance risk assessment identifies a mortgage loan as having a higher degree of risk, Fannie 
Mae may perform a post-foreclosure full file QC review to evaluate the seller/servicer’s initial underwriting of the mortgage 
loan and, if applicable, the actions the seller/servicer took in servicing the mortgage loan. In such cases, Fannie Mae will 
notify the seller/servicer about the type of review Fannie Mae will perform and the scope of the review.

This topic contains the following:

• Notification of a Quality Control Review
• Timely Delivery of Individual Mortgage Loan Files
• Document Submission Requirements

• Fannie Mae’s Quality Control Review
• Requirements Specific for Servicing Quality Control Reviews
• Fannie Mae Quality Control Report
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• Appeal of Fannie Mae QC Review Decisions
• Servicing Review File Requirements

• Underwriting or Servicing Reviews of Acquired Properties

Notification of a Quality Control Review

The seller/servicer is notified which mortgage loans Fannie Mae has selected for review via written or electronic notification. 
Electronic notification will be delivered via QAS if the seller/servicer has signed up for it.

Timely Delivery of Individual Mortgage Loan Files

The seller/servicer must send the requested documentation for an underwriting or servicing review so that Fannie Mae re-
ceives the review file within 30 days after Fannie Mae notifies the seller/servicer that it has selected a mortgage loan for 
review. Fannie Mae, in its sole discretion, may request the documentation in a shorter or longer period of time based upon 
circumstances at the time.

Fannie Mae will make every effort to work with the seller/servicer when extenuating circumstances prevent it from delivering 
documentation in a timely manner. However, if a seller/servicer delays in providing the requested information, Fannie Mae, 
in its sole discretion, reserves the right to require indemnification, repurchase (depending on the circumstances of the indi-
vidual case) of these mortgage loans, or other alternatives. When a seller/servicer has a pattern of extensive delays or un-
responsiveness, Fannie Mae may consider this a breach of contract and consider other actions against the seller/servicer, 
up to and including termination.

Document Submission Requirements

The seller and servicer must maintain a complete individual mortgage loan file and be able to produce copies of the complete 
individual mortgage loan file upon Fannie Mae’s request. The servicing review file must include supporting documents for 
all requests for expense reimbursement it has submitted or intends to submit to Fannie Mae (for example, vendor invoices 
and third-party invoices from the vendor rendering services), in addition to other servicing and liquidation information such as

• property inspection reports,

• copies of delinquency repayment plans,
• copies of disclosures of ARM loan interest rate and payment changes,
• documents related to insurance loss settlements, and

• foreclosure records, as stated in the Servicing Guide.

In all instances, the servicer must document its compliance with all Fannie Mae policies and procedures, including, but not 
limited to, timelines that are required by the Servicing Guide. The servicer must maintain in the individual mortgage loan file 
all documents and system records that preserve Fannie Mae’s ownership interest in the individual mortgage loan.

The seller/servicer must package the requested documentation requested by Fannie Mae. When Fannie Mae requests both 
a mortgage loan origination and a mortgage loan servicing file, the seller/servicer may package the material as a single file 
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(with the origination and servicing documentation separated and clearly labeled within the file) or as two separate files that 
are packaged together (with one file identified as the “origination” file and the other identified as the “servicing” file).

The complete mortgage loan file must include clear copies of any required paper documents, not the originals. Paper doc-
uments must be sent in a manila folder, with the credit and property documents on the right side and the legal documents 
on the left side.

If the seller/servicer keeps its files electronically, Fannie Mae must be able to reproduce the documents required in a manner 
in terms of cost and time frames acceptable to Fannie Mae.

If the seller/servicer wishes to submit files in a form other than paper, it must contact the Fannie Mae’s LQC File Receipt and 
Assignment team (see F-4-03, List of Contacts (09/18/2018)) to ensure that the requested form is compatible with the LQC’s 
systems and processes. The requested files must be sent to Fannie Mae’s LQC File Receipt and Assignment team (see F-
4-03, List of Contacts (09/18/2018)).

Fannie Mae’s Quality Control Review

Fannie Mae has QC policies and procedures in place for its review of performing and non-performing mortgage loans. Fan-
nie Mae uses a statistically valid approach in selecting a random sample of new mortgage loan deliveries for review. The 
random sample is augmented with targeted, discretionary sampling, which aids in the measurement of the overall quality of 
mortgage loan deliveries. The QC process evaluates individual mortgage loan files on a comprehensive basis with the pri-
mary focus of confirming that mortgage loans meet Fannie Mae’s underwriting and eligibility requirements. Fannie Mae will 
continue to review any servicing files requested with the primary focus of confirming that the mortgage loan has been ser-
viced in accordance with the Lender Contract.

The QC process also provides the seller/servicer with data and feedback about the quality of its mortgage loan origination 
process. The goal is to engage the seller/servicer in frequent, meaningful exchanges of information about trends in the qual-
ity of delivered mortgage loans and to inform the seller/servicer about significant underwriting deficiencies identified through 
the QC review process. Together, Fannie Mae and its sellers/servicers should share a commitment to improving the quality 
of mortgage loan originations. Fannie Mae requires that the seller/servicer implement and enforce strong underwriting pro-
cesses and, if necessary, will work with the seller/servicer to develop action plans to improve origination quality.

Fannie Mae’s QC policies are administered by its LQC. The selection process may change at any time to address concerns.

Requirements Specific for Servicing Quality Control Reviews

Fannie Mae will utilize delinquent mortgage loan status code data and other information collected from the servicer during 
other interactions to identify delays in the default management process. Fannie Mae may elect to perform a servicing review 
to further evaluate the actions the servicer took in servicing those mortgage loans.

Fannie Mae will notify the servicer of the intention to perform a desk review or an on-site review. The servicer must submit 
the requested documentation or make it available for an on-site review in the time frame specified in the notification. If the 
servicer fails to do so, Fannie Mae may exercise available remedies, including compensatory fees, without first reviewing 
the individual mortgage loan file. The list of documents that must be included in any servicing review file Fannie Mae request 
are outlined in Servicing Review File Requirements.
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Fannie Mae will communicate any performance deficiencies noted to the servicer. Unless Fannie Mae elects to immediately 
terminate the servicer’s right to service the mortgage loans, the servicer will be given an opportunity to explain any mitigating 
circumstances or factors that justify the servicing actions it took or did not take within the time frame specified by Fannie Mae 
in its communication of the performance deficiencies.

Fannie Mae’s evaluation of the actions the servicer took in servicing the mortgage loan will focus primarily on determining 
whether the servicer took all of the appropriate steps to cure the delinquency or avoid foreclosure (through Fannie Mae’s 
various relief provisions or foreclosure prevention alternatives) and, if a foreclosure could not be avoided, on confirming that 
the servicer completed the legal actions within Fannie Mae’s required time frames.

For the most part, Fannie Mae will rely on various reports that are produced by its automated delinquency and foreclosure 
prevention management systems to evaluate the servicer’s performance. However, when Fannie Mae’s analysis of these 
reports indicates that there is a possibility that the servicer’s delinquency management performance is poor or if Fannie Mae 
believes certain servicing files should be reviewed for other reasons, Fannie Mae may require the servicer to submit a ser-
vicing review file for a mortgage loan to Fannie Mae’s SF CPM division (see F-4-03, List of Contacts (09/18/2018)).

If Fannie Mae identifies deficiencies in its evaluation of the servicing review file, it will communicate them to the servicer. The 
servicer, in most instances, will be given an opportunity to explain any mitigating circumstances or factors that justify the 
servicing actions it took (or did not take).

When the servicer’s review identifies significant deficiencies, it may offer to purchase the property from Fannie Mae when it 
submits the complete individual mortgage loan file (rather than waiting for the results of Fannie Mae’s review). Fannie Mae 
will entertain such offers–as long as they will make Fannie Mae whole and are permitted by the Trust Agreement, if applica-
ble–since Fannie Mae would no longer have to be concerned about the property disposition process.

When Fannie Mae has received the origination and/or servicing review file, it will begin the process of reviewing the file(s) 
to determine whether the mortgage loan met Fannie Mae’s origination, eligibility and/or servicing standards. If Fannie Mae 
concludes that a repurchase demand should be issued on a mortgage loan pursuant to the origination defect remedies 
framework, Fannie Mae generally will issue a request for repurchase (calling for the servicer to take title to the property and 
pay Fannie Mae for its full investment in it). Fannie Mae may, on occasion, give the servicer the option of having Fannie Mae 
dispose of the property (and agreeing to indemnify Fannie Mae for any loss Fannie Mae incurs in connection with the sale), 
or require the lender to fully reimburse Fannie Mae for its loss through a demand for a make whole payment in the event that 
Fannie Mae sells the property or accepts a purchase offer prior to notifying the servicer that the mortgage loan did not meet 
Fannie Mae’s eligibility or underwriting requirements.

In the event the servicing defect identified by Fannie Mae also turns out to be a breach of any provision of any MI policy 
issued with respect to a mortgage loan, the seller/servicer is not released from any breach of the Lender Contract that may 
result if the MI company insuring the loan rescinds, cancels, denies, or curtails the MI benefit due to the same or similar acts 
or omissions that make up the defect.

Fannie Mae Quality Control Report

Fannie Mae provides the seller/servicer with ongoing feedback about their overall QC performance. The feedback identifies 
defect types, reporting on frequent or common defects, and describes quality trend analyses and significant underwriting 
deficiencies identified through the QC review process. This information is provided through a variety of methods that range 
from regular electronic transmissions to more formal periodic discussions.
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When Fannie Mae identifies a defective mortgage loan, it may in its sole discretion, impose a condition to retaining the mort-
gage loan, such as requiring the seller/servicer to agree to an alternative remedy to repurchase. In some cases, as permitted 
by the Lender Contract, Fannie Mae will issue a repurchase or make whole payment request to the seller/servicer.

The Servicing Guide contains timelines by which the seller/servicer must pay Fannie Mae the funds that are due in connec-
tion with a demand for a servicing remedy in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make Whole 
Payment Requests and Deferred Payment Obligations (08/17/2016). If the seller/servicer delays in this or has a pattern of 
unresponsiveness, Fannie Mae may consider this an independent breach of contract and consider other actions against the 
seller/servicer, up to and including termination.

Certain servicing repurchase alternatives may be available only to certain seller/servicers that are in good standing with Fan-
nie Mae. See Servicer Responses to a Demand in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make 
Whole Payment Requests and Deferred Payment Obligations (08/17/2016) for more information.

Appeal of Fannie Mae QC Review Decisions

Fannie Mae maintains processes for the seller/servicer to appeal a demand for a servicing remedy, including an IDR pro-
cess, in certain instances. See the Selling Guide for more information on the origination defect remedies framework appeals 
process and Servicer Responses to a Demand in A1-3-02, Fannie Mae-Initiated Repurchases, Indemnifications, Make 
Whole Payment Requests and Deferred Payment Obligations (08/17/2016) for more information on the servicing defect rem-
edies framework appeal and escalation processes. A demand for a repurchase servicing remedy or reimbursement may be 
rescinded or withdrawn because the seller/servicer provides documentation within the time period specified by Fannie Mae 
(when Fannie Mae determines that a breach of the Lender Contract may be corrected).

Servicing Review File Requirements

The following table provides a list of the documentation that must be included in the servicing review file.

✓ The servicer must include in the servicing review file...
The collection history for the default that led to the foreclosure or mortgage release (including the reason 
for the default, delinquency notices sent, and copies of borrower’s previous payment histories).

A summary of all attempts to develop a workout plan or arrange a workout option, including evidence of 
any communication with Fannie Mae.

A bankruptcy tracking log, or a separate report indicating the dates of any bankruptcy filings and the dates 
that any lifting of a bankruptcy stay was attempted and attained.

The foreclosure tracking log, or a separate report indicating the date that the case was referred to the 
foreclosure attorney and the date of the foreclosure sale, as well as summarizing any communications 
with Fannie Mae about delays in the foreclosure process (including delays resulting from the presence of 
hazardous waste, natural disasters, massive layoffs, etc.) or departures from standard foreclosure 
procedures (such as using judicial foreclosure in a power of sale state).

Any other type of information that is requested, given the type of review.
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The outside of the servicing review file must clearly identify the case, as follows:

• servicing file for acquired property;
• mortgage remittance type (A/A, S/A, or S/S);
• servicing option (special or shared risk);

• Fannie Mae mortgage loan number;
• servicer mortgage loan number;
• borrower’s name; and

• property address.

Underwriting or Servicing Reviews of Acquired Properties

When Fannie Mae receives an offer to purchase an acquired property that is also subject to an underwriting or servicing 
review, Fannie Mae may accept the purchase offer without first notifying the servicer, whether or not a final decision has 
been reached with respect to the review. If, after completion of the review, Fannie Mae determines that the mortgage loan 
did not meet its eligibility or underwriting requirements and Fannie Mae has incurred a loss by selling the property, the seller/
servicer will be required to fully reimburse Fannie Mae for its loss.

Related Announcements

The following table provides references to Announcements that are related to this topic.

Announcements Issue Date
Announcement SVC–2016–07 August 17, 2016

Announcement SVC–2015–15 December 16, 2015
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Chapter A2-5, Individual Mortgage Loan 
Files and Records

Individual Mortgage Loan Files and Records

Introduction

This chapter contains information on resources for mortgage loan files and records, including electronic transactions.

In This Chapter

This chapter contains the following topics:

A2-5-01, Ownership and Retention of Individual Mortgage Loan Files and Records (12/13/2017) . . . . . . . . . . . . . . . . . .100

A2-5-01, Ownership and Retention of Individual Mortgage Loan Files 
and Records (12/13/2017)

A2-5-01, Ownership and Retention of Individual Mortgage Loan Files 
and Records (12/13/2017)

See the Selling Guide Chapter A2-5: Individual Mortgage Loan Files and Records for the following requirements:

• Selling Guide A2-5.1-01, Establishing Loan Files for information on documentation requirements and managing the 
individual loan file.

• Selling Guide A2-5.1-02, Ownership and Retention of Loan Files and Records for information on records retention.
• Selling Guide A2-5.1-03, Electronic Records, Signatures, and Transactions for information related to maintaining elec-

tronic records and data integrity.
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Related Announcements

The following table provides references to Announcements that are related to this topic.

Announcements Issue Date
Announcement SVC-2017-11 December 13, 2017
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Chapter A2-8, Mortgage Electronic 
Registration System

Mortgage Electronic Registration System

Introduction

This chapter contains information on the Mortgage Electronic Registration System.

In This Chapter

This chapter contains the following topic:

A2-8-01, Mortgage Electronic Registration System (11/12/2014)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .126

A2-8-01, Mortgage Electronic Registration System (11/12/2014)

Introduction

MERS is an electronic system that assists in the tracking of mortgage loans, servicing rights, and security interests. To initiate 
the electronic tracking, the seller/servicer assigns a special MERS MIN to the mortgage loan, registers the mortgage loan in 
MERS and the either

• originates the mortgage loan with MERS appearing in the security instrument as nominee for the beneficiary and its 
successors and assigns, or

• records an assignment of the mortgage loan to MERS (thus making MERS the mortgagee of record).

This topic contains the following:

• Registration of a Mortgage Loan to MERS
• Naming MERS as the Nominee for the Beneficiary in the Security Instrument

• Termination of the Use of MERS
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Registration of a Mortgage Loan to MERS

When a MERS-registered mortgage loan is delivered to Fannie Mae, the seller/servicer reports the MIN on the Loan Sched-
ule (FRM/GEM Loan Schedule (Form 1068) or ARM/GPARM Loan Schedule (Form 1069) or on the Schedule of Mortgages 
(Form 2005)

The following table outlines the steps that must be taken when a mortgage loan is registered with MERS.

If the seller/servicer encounters a situation where Fannie Mae is the owner of record for a mortgage loan because the original 
assignment of the mortgage loan to Fannie Mae was recorded in the public records, the seller/servicer must correct the error 
before it completes the MERS registration by

• preparing an assignment of the mortgage loan from Fannie Mae to MERS,
• sending the assignment to Fannie Mae for execution, and

• recording the assignment in the public records.

Naming MERS as the Nominee for the Beneficiary in the Security Instrument

MERS will have no beneficial interest in the mortgage loan, even if it is named as the nominee for the beneficiary in the 
security instrument. In addition, the failure of MERS to perform any obligation with respect to a MERS-registered mortgage 
loan does not relieve the seller/servicer from its responsibility for performing any obligation required by the terms of its Lend-
er Contract.

The following table describes the requirements of the seller/servicer.

If the mortgage loan is… Then…
registered with MERS before Fannie Mae purchases it Fannie Mae will notify MERS to ensure that its records 

are updated to reflect Fannie Mae’s ownership interest in 
the mortgage loan.

not registered with MERS until after Fannie Mae 
purchases it

the seller/servicer must report Fannie Mae’s ownership 
when it registers the mortgage loan.

✓ The seller/servicer must…
Accurately and timely prepare and record security instruments, assignments, lien releases, and other 
documents relating to MERS-registered mortgage loans.

Take all reasonable steps to ensure that the information on MERS is updated and accurate at all times.

Be solely responsible for any failure to comply with the provisions of the MERS Member Agreement, 
Rules, and Procedures and for any liability that it or Fannie Mae incurs as a result of the registration of 
mortgage loans with MERS or any specific MERS transaction.
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Registration of Fannie Mae mortgage loans in MERS (as either assignee or the nominee of the original mortgagee) does not 
change the seller/servicer’s responsibility for complying with all applicable provisions of

• the MSSC;
• Fannie Mae’s Guides, as they may be amended from time to time;
• the seller/servicer’s Master Agreement;

• any negotiated contract that it has with Fannie Mae, unless Fannie Mae specifies otherwise; or
• any other agreements that are part of the Lender Contract.

Termination of the Use of MERS

If the seller/servicer decides to discontinue the use of MERS, the seller/servicer must request from MERS that the mortgage 
loan be “deactivated” in MERS. MERS will notify Fannie Mae about the deactivation of any mortgage loan in which it has an 
interest.

If the seller/servicer’s membership in MERS is terminated, the seller/servicer must promptly notify Fannie Mae.

For each MERS-registered mortgage loan that it is servicing for Fannie Mae, the seller/servicer must perform the functions 
outlined in the following table.

✓ The seller/servicer must…
Prepare an assignment of the mortgage loan from MERS to itself.

Have the assignment executed.

Record the executed assignment in the public land records.

Prepare in (recordable form) an unrecorded assignment of the mortgage loan from itself to Fannie Mae.

Submit the original of that assignment to Fannie Mae’s DDC or the applicable document custodian.
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Section E-1.3, Handling Non-Routine 
Litigation

E-1.3-01, General Servicer Responsibilities for Non-Routine Matters (11/
12/2014)

“Non-routine” litigation generally consists of an action that, regardless of whether Fannie Mae is a party to the proceeding

• seeks monetary damages against Fannie Mae, its officers, directors, or employees;
• challenges the validity, priority, or enforceability of a Fannie Mae mortgage loan or seeks to impair Fannie Mae’s inter-

est in an acquired property and the handling of which is not otherwise addressed in the Servicing Guide; or

• presents an issue that may pose a significant legal or reputational risk to Fannie Mae.

The following table describes the servicer’s responsibilities related to non-routine litigation.

✓ The servicer must...
Appropriately handle legal matters affecting Fannie Mae mortgage loans.

Notify Fannie Mae’s Legal department of any non-routine litigation by submitting a Non-Routine Litigation 
Form (Form 20).

Note: Fannie Mae reserves the right to direct and control all litigation involving a Fannie Mae 
mortgage loan, and the servicer and any law firm handling the litigation must cooperate fully with 
Fannie Mae in the prosecution, defense, or handling of the matter.

Obtain Fannie Mae’s prior written approval before either

• removing a case to federal court based on Fannie Mae’s Charter, or

• appealing or otherwise challenging judgment in any foreclosure or bankruptcy proceeding.

Note: The servicer must also notify Fannie Mae’s Legal department by submitting Form 20 if a
borrower files an appeal or seeks other post-judgment relief in a foreclosure or bankruptcy
proceeding.

Periodically update Fannie Mae on the progress of non-routine litigation as necessary and appropriate.
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Not all contested matters constitute non-routine litigation. The following represent examples that are considered routine liti-
gation and need not be reported to Fannie Mae:

• a contested foreclosure action in which the borrower alleges a case-specific procedural or technical defect in the fore-
closure, or

• a contested foreclosure action in which the borrower alleges a case specific payment application claim.

In contrast, a contested foreclosure or bankruptcy action in which a borrower challenges the servicer’s ability to conduct a 
foreclosure or seek relief from stay based on a legal argument that, if upheld, could have broader application to other Fannie 
Mae mortgage loans is non- routine litigation because of the potential for negative legal precedent to extend beyond the 
immediate case.

In order to assist the servicer in identifying non-routine litigation, the following table lists the categories of non-routine litiga-
tion and provides examples of matters that must be reported to Fannie Mae as non-routine litigation. Given the evolving na-
ture of default-related litigation, it is not possible to provide an exhaustive list.

Provide Fannie Mae with sufficient opportunity in advance of any deadline or due date to review and 
comment upon proposed substantive pleadings, including:

• motions,

• responses,

• replies, and

• briefs.

Notify retained counsel of its proposal to offer any mortgage loan modification and provide counsel with 
sufficient opportunity in advance of the solicitation to review and provide comments in connection with any 
solicitation materials. See also Determining Eligibility for a Fannie Mae Flex Modification in D2-3.2-09, 
Fannie Mae Flex Modification (09/18/2018), and Determining Eligibility for a Fannie Mae Cap and Extend 
Modification for Disaster Relief in D2-3.2-07, Fannie Mae Cap and Extend Modification for Disaster Relief 
(09/18/2018), for eligibility requirements.

Non-Routine Category Examples
Actions that seek monetary relief against Fannie Mae. Any claim (including counterclaims, cross- claims, or 

third-party claims in foreclosure or bankruptcy actions) 
for damages against Fannie Mae or its officers, 
directors, or employees.

✓ The servicer must...
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Actions that challenge the validity, priority, or 
enforceability of a Fannie Mae mortgage loan or seek to 
impair Fannie Mae’s interest in an acquired property.

An action seeking to demolish a property as a result of a 
code violation;

An action seeking to avoid a lien based on a failure to 
comply with a law or regulation;

An attempt by another lienholder to assert priority over 
Fannie Mae’s lien or extinguish Fannie Mae’s interests;

A quiet title action seeking to declare Fannie Mae’s lien 
void; or

An attempt by a borrower to effect a cramdown of a 
mortgage loan in bankruptcy as to which Fannie Mae 
has not delegated authority to the servicer or law firm to 
address.

Non-Routine Category Examples
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Actions that present an issue that may pose significant le-
gal or reputational risk to Fannie Mae.

Any issue involving Fannie Mae’s conservatorship, its 
conservator FHFA, Fannie Mae’s status as a federal 
instrumentality, or an interpretation of Fannie Mae’s 
Charter;

Any contention that Fannie Mae is a federal agency or 
otherwise part of the United States Government;

Any “due process” or other constitutional challenge;

Any challenge to the methods by which Fannie Mae 
does business;

Any putative class action involving a Fannie Mae 
mortgage loan;

A challenge to the standing of the servicer to conduct 
foreclosures or bankruptcies that, if successful, could 
create negative legal precedent with an impact beyond 
the immediate case;

A challenge to the methods by which MERS does 
business or to its ability to act as nominee under a 
mortgage;

Any “show cause orders” or motions for sanctions 
relating to a Fannie Mae mortgage loan, whether against 
Fannie Mae, the servicer, a law firm, or a vendor of the 
servicer or law firm;

Any foreclosure on Native American tribal lands;

Any environmental litigation relating to a Fannie Mae 
loan;

A need to foreclose judicially in a state where non-
judicial foreclosures predominate;

Any claim invoking a Fannie Mae HAMP as a basis to 
challenge a foreclosure;

Any cross-border insolvency proceeding under Chapter 
15 of the Bankruptcy Code;

Any claim of predatory lending or discrimination in loan 
origination or servicing; or

Any claim implicating the interpretation of the terms of 
the Fannie Mae/Freddie Mac Uniform Mortgage 
Instruments.

Non-Routine Category Examples
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E-1.3-02, Reporting Non-Routine Litigation to Fannie Mae (11/12/2014)

Non-routine litigation must be reported to Fannie Mae within two business days of the servicer receiving notice of the litiga-
tion, except with respect to the following three categories of loan-level challenges:

• a challenge to the standing of the servicer to conduct foreclosures or bankruptcies that, if successful, could create neg-
ative legal precedent with an impact beyond the immediate case;

• a challenge to the methods by which MERS does business or its ability to act as nominee under a mortgage; or
• any claim invoking HAMP as a basis to challenge a foreclosure.

With respect to these three categories of loan-level challenges, it is not necessary for the servicer to notify Fannie Mae until

• the borrower seeks summary judgment on such a challenge,
• briefing is required in response to such a challenge, or
• the issue is expected to be raised at a scheduled trial.

E-1.3-03, Reporting “Legal Filings” to MERS (11/12/2014)

Rule 14 of the MERS System Rules of Membership imposes notification requirements concerning “Legal Filings” that raise 
certain MERS-related challenges. The servicer is responsible for ensuring any notification required under MERS Rule 14 is 
provided to MERSCORP Holdings, Inc., and also immediately to Fannie Mae’s Single Family Legal department (see F-4-03, 
List of Contacts (09/18/2018)).
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Section E-3.1, Foreclosure Proceedings in 
General

E-3.1-01, General Servicing Requirements Related to Foreclosure 
Proceedings (11/12/2014)

This chapter provides Fannie Mae’s requirements and policies for conducting foreclosure proceedings for Fannie Mae mort-
gage loans.

Fannie Mae sets out those instances when its requirements vary for any particular

• lien type,
• amortization method,
• remittance type,

• servicing option,
• mortgage loan type, or
• ownership interest.

Absent any restrictive language, the same policy or requirement applies for all mortgage loans Fannie Mae has purchased 
or securitized as standard transactions.

Occasionally, Fannie Mae may address the need for a special servicing option MBS mortgage loan to be handled in a dif-
ferent manner than other mortgage loans serviced for Fannie Mae. Under no circumstances should the servicer of a regular 
servicing option MBS mortgage loan interpret the content of this chapter as relieving it of its responsibilities and obligations 
for conducting the foreclosure proceedings and disposing of the acquired property, including the absorption of all costs and 
any related losses.

E-3.1-02, Performing Due Diligence Prior to Considering Foreclosure 
(11/12/2014)
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The servicer of a portfolio mortgage loan, a participation pool mortgage loan that Fannie Mae holds in its portfolio, or of a 
special servicing option MBS loan, must protect Fannie Mae’s investment by making every reasonable effort to cure the de-
linquency through Fannie Mae’s various workout options before referring a mortgage loan for foreclosure proceedings. The 
servicer must complete the actions shown in the following table prior to referring a mortgage loan to foreclosure.

Note: If the servicer learns of a change in mortgage loan status after referring the mortgage loan to foreclosure, 
the servicer must promptly notify the law firm of the change. Status changes include:

• occupancy status,
• rental income and amounts,
• tenant information, and

• lease information.

Related Announcements

The following table provides references to Announcements that are related to this topic.

E-3.1-03, Fannie Mae Address for Instruments of Record (11/12/2014)

When an instrument of record relating to a single-family property requires the use of an address for Fannie Mae, including 
assignments of mortgages, foreclosure deeds, REO deeds, and lien releases, see F-4-03, List of Contacts (09/18/2018) for 
the proper address.

✓ The servicer must...
Inspect the property and analyze the individual circumstances of the delinquency.

Diligently investigate mortgage loans originated as investment properties and attempt to determine whether 
or not the borrower is collecting rental income from the property.

If the servicer suspects that the property or any unit(s) of the property is tenant occupied, it must take 
appropriate action to ascertain the actual occupancy status of the property. This includes completing 
detailed property inspections and conducting skip tracing.

Announcements Issue Date
Announcements SVC-2017-08 September 13, 2017
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E-3.1-04, Addressing a Bankruptcy Filed During Active Foreclosure (11/
12/2014)

The servicer must contact the law firm within one business day after it learns of a bankruptcy filing in connection with a mort-
gage loan that has already been referred to a law firm for foreclosure. See Required Referral Timelines for Mortgage Loans 
Previously Referred for Foreclosure in E-1.2-01, Timing of the Bankruptcy Referral (11/12/2014) for additional requirements.
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E-3.2-09, Conducting Foreclosure Proceedings (11/12/2014)

Introduction

This topic contains the following:

• Conducting Foreclosure Proceedings When Fannie Mae Is the Mortgagee of Record

• Conducting Foreclosure Proceedings When the Servicer Is the Mortgagee of Record
• Conducting Foreclosure Proceedings When MERS Is the Mortgagee of Record

Conducting Foreclosure Proceedings When Fannie Mae Is the Mortgagee of Record

The servicer must conduct the foreclosure in Fannie Mae’s name when Fannie Mae is the mortgagee of record for all mort-
gage loans except for regular servicing option MBS mortgage loans that are secured by properties located in Utah or Mis-
sissippi. For these mortgage loans, the servicer must request that Fannie Mae reassign the mortgage loan to it so the 
foreclosure can be completed in the servicer's name.

The servicer must execute any required substitutions of trustees when Fannie Mae has granted the servicer its LPOA to do 
so on Fannie Mae's behalf. However, if state law or customary practice prohibits an attorney-in-fact from executing substi-
tutions of trustees, the servicer must submit the substitution of trustee documents to Fannie Mae for execution before the 
foreclosure proceedings begin.

Conducting Foreclosure Proceedings When the Servicer Is the Mortgagee of Record

When the servicer is the mortgagee of record for a mortgage loan, the jurisdiction in which the security property is located 
will affect how the foreclosure proceedings are conducted or initiated.

In most states, the law firm must initiate the proceedings in the servicer's name when the servicer is the mortgagee of record 
or in the participating lender's name when the servicer is not the mortgagee of record for a participation pool mortgage loan. 
The law firm must subsequently have title vested in Fannie Mae's name in a manner that will not result in the imposition of 
a transfer tax.

The servicer and the law firm must determine the most appropriate method to use in each jurisdiction.

In any state or jurisdiction in which the foreclosure proceedings must be conducted in Fannie Mae’s name to prevent the 
imposition of a transfer tax (such as Rhode Island; New Hampshire; Maine; or Orleans Parish, Louisiana), an assignment of 
the mortgage or deed of trust to Fannie Mae must be prepared and recorded in a timely manner to avoid any delays in the 
initiation of the foreclosure proceedings. If the servicer believes that a foreclosure proceeding must be conducted in Fannie 
Mae’s name in any other jurisdiction to prevent the imposition of a transfer tax, the servicer must contact Fannie Mae’s Legal 
department (see F-4-03, List of Contacts (09/18/2018)) for permission to do so.

When Fannie Mae’s DDC or third-party document custodian has custody of an original unrecorded assignment of the mort-
gage to Fannie Mae, the servicer may either
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• request return of that document so it can be recorded, or
• prepare a new assignment if doing so will expedite the process.

Once the assignment to Fannie Mae has been recorded, the foreclosure proceedings must be conducted in Fannie Mae’s 
name.

Conducting Foreclosure Proceedings When MERS Is the Mortgagee of Record

The servicer must not name MERS as a plaintiff or foreclosing party in any foreclosure action on a Fannie Mae mortgage 
loan. When MERS is the mortgagee of record, the servicer must prepare an assignment from MERS to the servicer and 
bring the foreclosure in its own name unless Fannie Mae specifically allows the foreclosure to be brought in the name of 
Fannie Mae. In that event, the assignment must be from MERS to Fannie Mae, in care of the servicer at the servicer's ad-
dress for receipt of notices. The assignment must be prepared and provided to the law firm in the referral package.

Fannie Mae will not reimburse the servicer for any expense incurred in preparing or recording an assignment of the mortgage 
loan from MERS to the servicer or to Fannie Mae. If the borrower reinstates the mortgage loan prior to completion of the 
foreclosure proceedings, re-assigning and re-registering the mortgage loan with MERS will be at the discretion and expense 
of the servicer.

The servicer must consult with the law firm to determine if any other legal requirements apply when conducting foreclosures 
of mortgage loans in which MERS is the prior mortgagee of record. See Additional Required Foreclosure Referral Docu-
ments in E-1.1-02, Required Referral Documents (11/12/2014) for additional information regarding MERS and proper as-
signments.

E-3.2-10, Paying Certain Expenses During the Foreclosure Process (11/
12/2014)

The servicer must use any funds remaining in the borrower’s escrow deposit account to pay T&I premiums that come due 
during the foreclosure process. The servicer also may use escrow funds to pay costs for the protection of the security and 
related foreclosure costs as long as state or local laws, government regulations, or the requirements of the mortgage insurer 
or guarantor do not preclude the use of escrow funds for these purposes. If the escrow balance is not sufficient to cover 
these expenses, the servicer must advance its own funds. See also Advancing Funds to Cover Expenses in B-1-01, Admin-
istering an Escrow Account and Paying Expenses (06/13/2018) for additional information.

E-3.2-11, Collecting Under an Assignment of Rents (08/12/2015)
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The servicer must determine whether it is appropriate to pursue collections under the assignment of rents provision, taking 
into consideration mortgage insurer or guarantor requirements.

If the servicer pursues collections under an assignment of rents provision, it must ensure

• local law allows the mortgagee to collect rents under these circumstances, and

• this action will not create any new rights for the occupant that might impair Fannie Mae’s ability to foreclose the mort-
gage loan at a later date.

Rental income that is collected on a delinquent mortgage loan must be applied in accordance with the terms of the note and 
security instrument.

The following table provides the servicer with instructions when the mortgage loan is in foreclosure and the servicer is al-
ready collecting rental income.

Related Announcements

The following table provides references to Announcements that are related to this topic.

E-3.2-12, Performing Property Preservation During Foreclosure 
Proceedings (07/12/2017)

✓ The servicer must…
Hold any rental income it receives as unapplied funds until the mortgage loan is liquidated.

Keep a record of rental income collections and disbursements so that they can be considered when the 
final claim under the MI or guaranty is filed.

Remit Fannie Mae's share of the rental income to Fannie Mae or deduct it from the amount due to 
reimburse the servicer for any advances it made.

Announcements Issue Date
Announcement SVC–2015–11 August 12, 2015
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When a mortgage loan is delinquent including throughout the foreclosure process, the servicer must perform all property 
maintenance functions as necessary to ensure that the condition and appearance of the property are satisfactorily main-
tained.

The servicer must manage and protect the property until it is conveyed to the insurer or guarantor, or until Fannie Mae as-
signs that responsibility elsewhere, including when

• a borrower selects an immediate move Mortgage Release and the REOgram is submitted to Fannie Mae, or

• a borrower selects the three-month transition or twelve-month lease.

The servicer must take whatever action is necessary to protect the value of the property in accordance with the Property 
Preservation Matrix and Reference Guide. This includes making sure that no apparent violations of applicable law are oc-
curring on the property (such as violations of laws relating to illegal narcotics and similar substances) and that the property 
is protected against vandals and the elements.

The servicer must refer to the Property Preservation Matrix and Reference Guide for all maintenance work when a mortgage 
loan is delinquent and the property is vacant or abandoned. When the cost to complete property preservation work will ex-
ceed the Fannie Mae allowable, the servicer must submit the request via HomeTracker. The servicer must follow the proce-
dures in Requesting Fannie Mae Approval for Property Preservation and Maintenance in F-1-08, Managing Foreclosure 
Proceedings (07/12/2017), for detailed instructions for submitting a request when it does not have access to HomeTracker.

Related Announcements

The following table provides references to Announcements that are related to this topic.

E-3.2-13, Addressing Title Defects Generally (12/16/2015)

With respect to each first lien mortgage loan sold to Fannie Mae, the following warranties are made to Fannie Mae:

• the mortgage is a valid and subsisting lien on the property;
• the property is free and clear of all encumbrances and liens having priority over it except for liens for real estate taxes, 

and liens for special assessments, that are not yet due and payable; and

Announcements Issue Date
Announcement SVC-2017-06 July 12, 2017
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Related Announcements

The following table provides references to Announcements that are related to this topic.

F-1-11, Post-Delivery Servicing Transfers (09/18/2018)

Introduction

This Servicing Guide Procedure includes the following:

• Requesting Fannie Mae Approval
• Special Notifications to the Transferee Servicer
• Notifying Third Parties

SF CPM Division • Quitclaim deeds for properties 
conveyed in error

• Release of liability

• Assignments of mortgage

• Substitution of trustees

• Conveyance or reconveyances 
of acquired properties

• Mortgage Loan Modifications

• All other documents

CPM_Servicing_Docu
ments@fanniemae.co
m

Fannie Mae

Attn: SF CPM, Documents

P.O. Box 650043,

Dallas, TX 75265

or

P.O. Box 809007

Dallas, TX 75265

SF CPM, Loss Mitigation 
Division

Partial Release of Security partial_releases@ 
fanniemae.com

Fannie Mae

SF CPM, Loss Mitigation 
Department

5600 Granite Parkway VII

Plano, TX 75024

Announcements Issue Date
Announcement SVC-2017-04 May 10, 2017

Document 
Ownership

Document Execution 
Submission Without LPOA 
or Servicer Unable to 
Execute

For Inquiries OR If 
Required Delivery 
Method is Email

Delivery Address when an 
Original is Required to be 
Mailed
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• Transfer of Individual Mortgage Loan Files and Portfolio Information
• Submission of Final Accounting Reports/Remittances
• Preparing Mortgage Loan Assignments

• Transfer of Custodial Documents

Requesting Fannie Mae Approval

Transfer of Mortgage Loans

As required in Requesting Fannie Mae Approval in A2-7-03, Post-Delivery Servicing Transfers (09/18/2018), the servicer 
must submit the appropriate information to request Fannie Mae’s approval of the transfer of servicing, including servicing 
transfers involving a subservicer.

When requesting approval to transfer servicing, the transferor or transferee servicer or subservicer must submit a fully com-
pleted Request for Approval of Servicing or Subservicing Transfer (Form 629) in an electronic format to the Servicing Trans-
fers group at servicing_transfers@fanniemae.com. The submission is required at least 60 days before the earlier of 
proposed sale or transfer date for servicing transfers, and at least 30 days before the earlier of proposed sale or transfer 
date for subservicing transfers.

The servicer must include the transfer and sale dates on Form 629. The transfer date refers to the date on which the physical 
transfer of the servicing (or subservicing) responsibilities from the transferor servicer (or subservicer, as the case may be) 
to the transferee servicer (or subservicer) occurs. It may not necessarily be the same date as the sale date identified in a 
servicing transfer agreement. The sale date is the date on which the ownership of the servicing rights and the legal liability 
for the servicing of the Fannie Mae mortgage loans transfer from one servicer to another.

Note: While Fannie Mae requires the transferring parties to identify the sale date associated with a servicing 
transfer, Fannie Mae’s approval will only be issued as to the transfer date.

Special Notifications to the Transferee Servicer

As required in Obligations of the Transferor and Transferee Servicers and Special Notifications to the Transferee Servicer in 
A2-7-03, Post-Delivery Servicing Transfers (09/18/2018), the transferor servicer must provide special notification to the 
transferee servicer when a transfer of servicing includes the following:

• an eMortgage,

• a mortgage loan modified under HAMP and/or 2MP, or
• a mortgage loan subject to resale restrictions regardless of whether the restrictions survive foreclosure or acceptance 

of a Mortgage Release (deed-in-lieu of foreclosure).

When a Servicing Transfer Includes an eMortgage or a Mortgage Loan Modified Under HAMP/2MP

For an eMortgage or a mortgage loan modified under HAMP/2MP, the transferor servicer must take the actions described in 
the following table.
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Special Requirements when the Servicing Transfer includes eMortgages

Subsequent to Fannie Mae’s approval of a servicing transfer, the following table describes additional actions that the trans-
feror servicer must complete prior to the date of transfer, for a transfer of servicing that includes eMortgages.

The transferee servicer must confirm that all actions in the table above have been completed prior to the date of the transfer.

When a Servicing Transfer Includes a Mortgage Loan Subject to Resale Restrictions

For a mortgage loan subject to resale restrictions, the transferor servicer must take the actions described in the following 
table.

✓ The transferor servicer must...
Advise the transferee servicer that an eMortgage or a mortgage loan modified under HAMP/2MP is 
part of the portfolio being transferred.

Confirm that the transferee servicer

• is aware of the special requirements for these mortgage loans, and

• agrees to assume the additional responsibilities associated with servicing these mortgage loans.

✓ The transferor servicer must...
Provide to the transferee servicer a copy of all eNotes included in the transfer via MSERS eDelivery 
or some other mutually agreed-upon means.

Update the “Servicing Agent” field in the MERS eRegistry to reflect the transferee servicer or 
transferee servicer’s agent, as applicable.

Provide to the transferee servicer all associated borrower attribution evidence and audit trail 
information detailing the eClosing event.

✓ The transferor servicer must...
Identify each mortgage loan subject to resale restrictions on Form 629.

Confirm that the transferee servicer is aware of its duties and obligations related to the servicing of a 
mortgage loan subject to resale restrictions.
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Notifying Third Parties

As described in Notifying Third Parties in A2-7-03, Post-Delivery Servicing Transfers (09/18/2018), the transferor and trans-
feree servicers must take certain actions to ensure that all servicing functions that involve third parties will continue uninter-
rupted (or discontinued, if appropriate) after the transfer of servicing.

The following table describes the actions the transferor or transferee servicer must take to ensure that all servicing functions 
that involve third parties will continue uninterrupted (or discontinued, if appropriate) after the transfer of servicing.

✓ The transferor or transferee servicer must...
Fulfill all requirements of each MI policy that insures any conventional mortgage loans included in the 
transfer—including, but not limited to, the requirements for providing timely notification or requesting 
prior approval—to ensure the continuation of the MI coverage.

If the current mortgage insurer will not provide continuing coverage following the servicing transfer, 
the transferee servicer must find another mortgage insurer to provide MI coverage that is equivalent 
to the previous coverage—at no increased cost to the borrower or Fannie Mae—and obtain that 
mortgage insurer’s written commitment to provide the required coverage.

Fulfill all requirements of FHA, VA, RD, or HUD—including, but not limited to, providing timely 
notification or requesting prior approval—to ensure the continuation of the MI or mortgage loan 
guaranty, if applicable.

Notify the hazard, flood, earthquake, other property insurance carriers, as applicable, to request a 
policy endorsement to substitute the transferee servicer’s name in the mortgagee clause and to 
change the premium billing address to that of the transferee servicer (unless the borrower pays the 
premium directly).

Notify any tax or flood service provider and any optional insurance provider (or other products that are 
providing coverage) that the transferor servicer used for any of the mortgage loans that are being 
transferred to indicate whether the transferee servicer will continue using its services.

Send appropriate notices of the transfer of servicing (providing the transferee servicer’s name and 
address) to taxing authorities, holders of leaseholds, HOAs, and other lien holders.

Note: Any public utilities that levy mandatory assessments for which funds are being escrowed 
also must be notified.

Notify any law firm involved in the management of foreclosure or other legal action in connection with 
the mortgage loans or acquired properties.

Notify the current document custodian of the pending transfer of servicing and make arrangements 
for the prompt and safe transfer of the custodial documents to the document custodian designated by 
the transferee servicer, in accordance with requirements in the Servicing Guide.
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Transfer of Individual Mortgage Loan Files and Portfolio Information

As described in Transfer of Individual Mortgage Loan Files and Portfolio Information in A2-7-03, Post-Delivery Servicing 
Transfers (09/18/2018), the transferor servicer must deliver specific information to the transferee servicer.

The following table describes the information that must be delivered to the transferee servicer.

✓ The transferor servicer must deliver to the transferee servicer...
Documentation evidencing each mortgage insurer’s approval of the servicing transfer or its 
commitment to insure the transferred mortgage loans, or a copy of the mortgage insurer’s master 
policy evidencing that it is permissible to transfer servicing of insured mortgage loans without the 
mortgage insurer’s prior approval.

A list of any conventional mortgage loans that have borrower-paid or lender-purchased MI (identifying 
the applicable premium rates and the due date of the next premium payment) and an explanation of 
the premium payment obligations and claim payment procedures that apply to them.

A list of any eMortgages that are part of the portfolio being transferred.

Copies of any tax or flood service contracts that will remain in effect, or notification that the contracts 
will be transferred to the transferee servicer by a tape process.

A list of tax bills, assessments, property insurance premiums, MIPs, etc. that are due to be paid by 
the servicer, but that are still unpaid as of the transfer date.

A list of the expiration dates and premium payment frequencies for property insurance, and MI 
policies, as applicable, related to each mortgage loan being transferred, whether or not premiums for 
these policies are escrowed.

A list of mortgage loans that have optional insurance and other insurance products that will remain in 
effect.

A list of mortgage loans that are subject to automatic drafting of the monthly payments.

A list of ARM loans, showing the plan identification and parameters, the index used, the next interest 
rate change date, the next payment change date, the dates on which any fixed rate conversion option 
may be exercised, and the current status of any changes in process.

Transaction and payment histories for the life of the mortgage loans.
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Trial balances, as of the close of business on the day immediately preceding the transfer date, 
showing

• the remittance type for each mortgage loan (actual/actual, scheduled/actual, or scheduled/sched-
uled);

• the remittance cycle for each MBS mortgage loan (standard, RPM, or MBS Express);

• Fannie Mae’s applicable ownership interest if it holds only a participation percentage in the mort-
gage loan;

• the applicable pool number for MBS mortgage loans;

• delinquencies, foreclosure, bankruptcies, and acquired properties;

• transfers of ownership, payoffs, and other exception transactions that are in process, including 
mortgage loan modification-related transactions;

• escrow balances, escrow advances, curtailments, unapplied funds, and loss drafts; and

• buydown account balances for mortgage loans subject to temporary interest rate buydown plans.

A copy of the custodial bank reconciliation for each custodial bank account maintained as of the cutoff 
date (if the transferor servicer is unable to complete this reconciliation by the transfer date, it should 
complete the reconciliation as promptly as possible and send it to the transferee servicer within five 
business days after the transfer date).

Copies of all investor accounting reports that were filed with Fannie Mae for the three months that 
immediately precede the cutoff date.

A reconciliation of any outstanding shortage/surplus balance, if applicable, related to the mortgage 
loans being transferred as of the last reporting period of Fannie Mae’s investor reporting system.

Definitions of codes used in ledger records, trial balances, or any other documents that are being 
forwarded to the transferee servicer.

Escrow analyses.

All information relating to delinquency management and default prevention.

Copies of all documents including items held by a document custodian, and all other documents 
pertinent to servicing the mortgage loans including mortgage loan modification agreements.

All customer correspondence and responses, including borrower complaints and escalated cases.

The title policies or alternative title products.

A list of each mortgage loan that is in the process of foreclosure or for which the borrower has filed 
bankruptcy, including the Fannie Mae loan number and the name and address of the law firm handling 
the foreclosure or bankruptcy.

Information and records for any mortgage loans that are in foreclosure, bankruptcy, or a workout 
status and for any properties that Fannie Mae acquired by foreclosure or acceptance of a Mortgage 
Release [(deed-in-lieu of foreclosure) (if Fannie Mae has not sold them by the transfer date)].

Note: If the original mortgage loan custodial documents are not part of the individual mortgage 
loan file that is being transferred, the transferor servicer must provide a list showing the name 
of the party that is in possession of the original mortgage loan note.

✓ The transferor servicer must deliver to the transferee servicer...
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Transfer of P&I and T&I Funds

As required in A4-1-02, Establishing Custodial Bank Accounts (04/12/2017), the servicer is responsible for the safekeeping 
of custodial funds at all times. The transferor servicer must forward to the transferee servicer all P&I and T&I custodial ac-
count balances including, but not limited to, the following:

• unremitted P&I collections;
• escrow funds;
• unapplied funds;

• loss drafts;
• accruals on deposit—for example, for the payment of future renewal premiums for lender-purchased MI; and
• buydown funds.

If the transferor servicer has advanced delinquent interest or scheduled P&I to Fannie Mae, the transferee servicer must 
reimburse the transferor servicer once it receives a final accounting of all monies from the transferor servicer.

All new amounts owed must be paid to the appropriate party promptly, as agreed by the parties.

Submission of Final Accounting Reports/Remittances

As described in Submission of Final Accounting Reports/Remittances in A2-7-03, Post-Delivery Servicing Transfers (09/18/
2018), the transferor servicer must submit the monthly LAR for the month that includes the transfer date.

In the month of the transfer date, the transferor servicer will be contractually responsible for

• reporting the monthly LAR for all mortgage loan activity processed on the mortgage loans, and

• ensuring that sufficient funds to satisfy that month’s remittance obligation are available for drafting on the scheduled 
remittance date. However, the transferor and transferee servicers may agree that the transferee servicer will make the 
actual remittance to Fannie Mae.

In the month following the transfer date, the transferee servicer will be responsible for reporting the monthly LAR applicable 
to the transferred mortgage loans.

All pertinent information related to the status of any mortgage loan for which a workout option is being 
pursued.

A list of any acquired properties for which it is performing administrative functions, such as paying 
taxes or performing property maintenance if the responsibilities for these functions will be transferred 
to the transferee servicer. The list must identify each property by the Fannie Mae loan number and 
include a history of the transferor servicer’s actions from the date the property was acquired (including 
information about expenditures, receipts, and management and marketing activities) and provide the 
appropriate documentation.

Information on any mortgage loan or acquired property being transferred that is the subject of 
litigation at the time of the transfer, including all records pertaining to such litigation (including court 
filings, disclosure requests and responses, and preliminary rulings).

✓ The transferor servicer must deliver to the transferee servicer...
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The transferor servicer must provide the transferee servicer with copies of its Fannie Mae investor reporting system short-
age/surplus reconciliations for the final monthly accounting period for all mortgage loans included in the servicing transfer. 
The two servicers should agree on how to resolve any differences and reconcile items or funds that are owed Fannie Mae 
and security holders. (Any questions regarding these issues must be directed to the transferor servicer’s Fannie Mae Inves-
tor Reporting Representative.)

If, after reconciling the final shortage/surplus balance, the transferor servicer determines that Fannie Mae needs to process 
a shortage/surplus adjustment, the transferor servicer must send to its Fannie Mae Investor Reporting Representative (see 
F-4-03, List of Contacts (09/18/2018)) a copy of the final shortage/surplus reconciliation along with adequate documentation 
to support the requested adjustment. The adjustment must be requested within 30 days after the transfer date. The trans-
feree servicer will be responsible for any Fannie Mae investor reporting system shortages related to mortgage loans included 
in the transfer that are not promptly resolved by the transferor servicer.

Preparing Mortgage Loan Assignments

Mortgage loan assignments must be prepared and recorded, if required, in accordance with Preparing Mortgage Loan As-
signments in A2-7-03, Post-Delivery Servicing Transfers (09/18/2018).

Any required assignment that is submitted to the document custodian(s) must be identified by the applicable Fannie Mae 
loan number and submitted under cover of a transmittal letter that includes the following information:

• the name of the transferor servicer;
• the name of the transferee servicer;
• the number of mortgage loans included in the transfer, as well as the number of mortgage loans for which recordable 

(but unrecorded) assignments to Fannie Mae have been executed;

• the transfer date; and
• a trial balance of the transferred mortgage loans, which identifies the mortgage loans for which assignments to Fannie 

Mae are being provided (or, if only a few mortgage loans are being transferred, a list of the transferred mortgage loans 
for which assignments are being provided).

Fannie Mae is the Mortgagee of Record

A new mortgage loan assignment does not need to be prepared if the assignment to Fannie Mae has been recorded. A mort-
gage loan for which Fannie Mae is the mortgagee of record would be one of the following:

• a mortgage loan that was delivered to Fannie Mae before it converted to the Fannie Mae investor reporting system in 
1984 (regardless of the location of the security property);

• a mortgage loan that is secured by a property located in Mississippi or Utah, if the mortgage loan was delivered to Fan-
nie Mae during the period that Fannie Mae required recorded assignments for a Mississippi mortgage loan (after Sep-
tember 1, 1988, until June 7, 1989) or for a Utah mortgage loan (after September 1, 1988, until October 31, 1991); or

• a mortgage loan for which Fannie Mae requested recordation of the assignment (for any reason) after it purchased or 
securitized the mortgage loan.

Fannie Mae is Not the Mortgagee of Record and the Mortgage Loan is Not Registered with MERS

An assignment from the transferor servicer to the transferee servicer must be prepared and recorded if an assignment to 
Fannie Mae has not been recorded for a mortgage loan that is not registered with the MERS. The transferor servicer is re-
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sponsible for recording the assignment from itself to the transferee servicer. (Blanket assignments may be used for the as-
signment, as long as the coverage for each blanket assignment is restricted to a single recording jurisdiction.) If the 
transferee servicer is a master servicer utilizing a subservicer and the subservicer will be the mortgagee of record, the re-
quired assignment must be from the transferor servicer to the subservicer unless the subservicer is already the mortgagee 
of record. If the transferor servicer will be the subservicer of the transferee servicer and will remain the mortgagee of record, 
an assignment to the transferee servicer will not be required.

An assignment from the transferee servicer (or the subservicer if the subservicer will be the mortgagee of record) to Fannie 
Mae must be prepared (in recordable form, but unrecorded) to replace the one Fannie Mae had originally received from the 
transferor servicer. This unrecorded assignment from the transferee servicer to Fannie Mae must be an individual assign-
ment. The transferee servicer is responsible for preparing the unrecorded assignment to Fannie Mae and delivering to the 
applicable document custodian within six months of the transfer date. If the transferor servicer will be the subservicer of the 
transferee servicer, will remain the mortgagee of record and has previously delivered an unrecorded assignment to the doc-
ument custodian; a new unrecorded assignment to Fannie Mae will not be required.

Note: Generally, when a transferred mortgage loan is secured by a property located in Puerto Rico, neither an 
assignment of the mortgage loan from the transferor servicer to the transferee servicer nor an unrecorded 
assignment from the transferee servicer to Fannie Mae will need to be prepared and recorded.

Fannie Mae is Not the Mortgagee of Record and the Mortgage Loan is Registered with MERS

Generally, when the servicing of a MERS-registered mortgage loan is transferred to a servicer that is not a MERS member 
(or to a servicer that elects not to continue the MERS registration for the mortgage loan), Fannie Mae requires

• the transferor servicer to prepare an assignment of the mortgage loan from MERS to the transferee servicer (or the 
subservicer if the subservicer will be the mortgagee of record) and have it executed and recorded,

• the transferor servicer to “deactivate” the Mortgage Identification Number (MIN) in the MERS system for reason: 
“Transfer to Non-MERS Status,” and

• the transferee servicer (or the subservicer if the subservicer will be the mortgagee of record) to prepare a recordable 
(but unrecorded) assignment of the mortgage loan from itself to Fannie Mae and to deliver it to the applicable docu-
ment custodian.

Transfer of Custodial Documents

If the transferee servicer continues to store the custodial documents with the existing document custodian, it must execute 
the Master Custodial Agreement, in accordance with Fannie Mae’s Requirements for Document Custodians. If the transferee 
servicer already has a master custodial agreement on file with that document custodian, the transferee servicer must obtain 
an MBS Custodian Recertification (Form 2002) in connection with the servicing transfer within six months of the transfer 
date.

The transferee servicer and the transferor servicer must work out appropriate arrangements for paying the costs of transfer-
ring the documents and obtaining the required pool recertification in an expeditious manner. MBS pool documents that will 
be held by a new document custodian or by the transferee servicer must be recertified, and Form 2002 must be completed 
and submitted to the transferee servicer’s Fannie Mae office within six months of the transfer date. In the event the transferee 
servicer cannot complete recertification of the transferred mortgage loans and cannot cure an exception to recertification 
within six months of the transfer date, the transferee servicer must contact its Fannie Mae Servicing Representative (see F-
4-03, List of Contacts (09/18/2018)) for further discussion and resolution.

Custodial Documents for Participation Pool Mortgage Loans
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For participation pool mortgage loans that Fannie Mae holds in its portfolio, any original mortgage notes that the transferor 
servicer has in its possession must be transferred to Fannie Mae’s DDC for permanent retention no later than 30 days after 
the transfer date. To ensure that the transferred documents are appropriately identified, a label showing the Fannie Mae loan 
number must be affixed to the notes. The documents that are being turned over to Fannie Mae for custody also must be 
annotated on the trial balance that is submitted to Fannie Mae in connection with the servicing transfer.

Related Announcements

The following table provides references to Announcements that are related to this topic.

F-1-12, Preparing to Implement a Workout Option (06/13/2018)

Introduction

This Servicing Guide Procedure contains the following:

• Calculating the Housing Expense-to-Income Ratio for Imminent Default for a Conventional Mortgage Loan Modification

• Processing the IRS Form 4506T-EZ or IRS Form 4506–T
• Notifying Fannie Mae of Lead-Based Paint Citations

Calculating the Housing Expense-to-Income Ratio for Imminent Default for a 
Conventional Mortgage Loan Modification

The servicer must determine the borrower’s pre-modification housing expense-to-income ratio as outlined in Evaluating a 
Borrower for Imminent Default for Conventional Mortgage Loan Modification Eligibility in D2-1-01, Determining if the Borrow-
er’s Mortgage Payment is in Imminent Default (06/13/2018).

The borrower’s monthly gross income is defined as the borrower’s monthly income amount before any payroll deductions 
and includes the following items, as applicable:

Announcements Issue Date
Announcement SVC-2018-06 September 18, 2018

Announcement SVC-2017-05 June 21, 2017

Announcement SVC-2017-04 May 10, 2017

Announcement SVC-2017–01 January 18, 2017

Announcement SVC–2016–09 October 19, 2016
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Chapter 2. Contractual Relationship  
(01/31/03) 

Once Fannie Mae approves a servicer to do business with it, both parties 
execute the Lender Contract to establish the terms and conditions of their 
contractual relationship. The continuation of that relationship depends on 
both parties honoring the mutual promises in the Lender Contract and on 
the lender’s satisfying the requirements of the Selling Guide, the Servicing 
Guide, the Guide to Delivering eMortgage Loans to Fannie Mae, and the 
Multifamily Guide(s) (the “Guides”). 

The MSSC establishes the basic legal relationship between a 
lender/servicer and Fannie Mae. Details regarding contractual obligations 
for lenders are set forth in the Selling Guide. Specifically as to servicing, 
the MSSC: 

 establishes the lender as an approved servicer of applicable mortgage 
loans; 

 provides the general terms and conditions for servicing; 

 incorporates by reference the terms of the Guides and other lender or 
servicing announcements, letters, and Guide changes, as well as 
Master Agreements, technology licensing agreements, and any other 
agreement entered into by Fannie Mae and the lender; and 

 states the types of mortgage loans the lender may sell and service. 

All types of agreements between a servicer and Fannie Mae are 
incorporated into the Lender Contract (the lender’s and servicer’s 
obligations under all of these agreements are referred to in the Guides in 
their entirety as the “Lender Contract”) and form a single integrated 
MSSC and not a separate contract or agreement.  

Notwithstanding any other provisions in the Guides, or any assignment or 
transfer of servicing by a lender to another entity: 

 A lender/servicer’s benefits and obligations with respect to its 
contractual rights to service mortgage loans are, and were at the time 
of execution of the Lender Contract, fully integrated and non-divisible 

Section 201  
Mortgage Selling and 
Servicing Contract 
(06/01/07) 
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from the lender’s benefits and obligations with respect to its 
contractual rights and obligations to sell mortgage loans under the 
Lender Contract. 

 Absent such integration, Fannie Mae would not have entered into, or 
continued to be bound by, the Lender Contract and would not have 
entered into, or continued to be bound by, separate agreements with a 
lender/servicer providing for the contractual right to sell or to service 
mortgage loans for Fannie Mae. 

 When Fannie Mae consents to a transfer of servicing by a lender or 
servicer, it relies on the integration and non-divisibility of the Lender 
Contract. Fannie Mae requires that the transferor or lender remain 
obligated for all selling and servicing representations and warranties 
and recourse obligations upon the transfer of servicing, and requires 
that the transferee servicer, whether the original seller or a transferee 
servicer, undertake and assume joint and several liability for all selling 
and servicing representations and warranties and recourse obligations 
related to the mortgage loans it services unless explicitly agreed to the 
contrary in writing by Fannie Mae. 

All of Fannie Mae’s communications—such as Guides, announcements, 
lender letters, and notices (regardless of the medium through which they 
are issued)—are incorporated into the Guides by reference, and are 
instructions Fannie Mae provides to enable a servicer to perform its 
obligations to Fannie Mae under the terms of the MSSC. No borrower or 

other third party is intended to be a legal beneficiary of the MSSC or to  

obtain any such rights or enttitlements through our lender communications.

Certain information and requirements are posted on eFannieMae.com (or 
successor Web site), and such information is incorporated by reference 
into the Guides. 

In order to sell mortgage loans to Fannie Mae or deliver pools of mortgage 
loans to Fannie Mae for mortgage-backed securities (MBS), the lender 
makes certain representations and warranties concerning both the lender 
itself as well as the mortgage loans it is selling or delivering. These 
representations and warranties are set forth in the Selling Guide. 
Provisions that are specific to servicing are contained herein. A lender that 
acquires the servicing of a mortgage loan, either concurrently with or 
subsequent to Fannie Mae’s purchase of the mortgage loan, assumes and is 
responsible for the same selling warranties that the mortgage loan seller 

Section 201.01 
Contractual 
Representations and 
Warranties (06/10/11) 
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made when the mortgage loan was sold to Fannie Mae. Lenders that 
acquire the servicing of Fannie Mae mortgage loans are required to service 
the mortgage loans in accordance with the servicing obligations of the 
lender that assigned or transferred the servicing of the mortgage loan.  

By submitting any mortgage loan to Fannie Mae under any execution, 
including MBS, whole mortgage loan, or a participation pool mortgage 
loan to Fannie Mae as a whole mortgage loan, the lender represents and 
warrants that there is no agreement with any other party providing for 
servicing the mortgage loans that continues after such date unless there is 
full compliance with all the Fannie Mae Guide requirements for 
subservicing (including but not limited to the Selling Guide, A3-3-03, 
Subservicing) or any prior servicing agreement is made expressly to 
Fannie Mae’s rights as owner of the mortgage loans. 

The party that was servicing for the lender prior to such date may become 
a servicer for Fannie Mae, if there is full compliance with all the Guide 
requirements that provide for assignment of servicing from the lender 
concurrent with conveyance of the mortgage loan to Fannie Mae. (For 
more information, refer to the Selling Guide, A3-3-02, Concurrent 
Servicing Transfers.) 

The servicer represents and warrants that each mortgage loan it delivers is 
insurable and that no fraud or material misrepresentation has been 
committed (by any servicer employee, any agent of the servicer, or any 
third party including, without limitation, the borrower), by act or omission, 
in connection with the origination of the mortgage loan or servicing prior 
to the sale, regardless of the level or type of documentation, verification, 
or corroboration of information that may be required by the Selling Guide 
and Servicing Guide or any other contract with a particular servicer. A 
mortgage loan is insurable if a mortgage insurer would not decline to 
insure it by reason of any fraud, misrepresentation, negligence, or 
dishonest, criminal, or knowingly wrongful act in origination or servicing, 
and would not be entitled to deny a claim by reason of any of the 
foregoing.  

Rescission 

Rescission of mortgage insurance coverage is defined as notification by the 
mortgage insurer that it has made the determination to rescind coverage in 

Section 201.02 
Representation and 
Warranty Requirements 
for the Servicing of All 
Mortgage Loans 
(06/10/11) 

Section 201.03 
Mortgage Insurance 
Representation and 
Warranty Requirements 
(10/01/11) 

Section 201.03.01  
Rescission, Cancellation, 
and Claim Denial 
(10/01/11) 
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other liabilities that arise in connection with the mortgage loans or the 
servicing of them prior to the delivery of the mortgage loans to Fannie 
Mae. Similarly, Fannie Mae requires a servicer to make the same 
indemnification for all losses, damages, judgments, claims, legal actions, 
and legal fees that are based on, or result from, the lender’s failure or 
alleged failure to satisfy its duties and responsibilities for mortgage loans 
or MBS pools it services for Fannie Mae under the provisions of the 
Lender Contract, the Guides, any additional requirements that may have 
been imposed, or any additional obligations the lender has assumed with 
respect to such mortgage loans or MBS pools.  

If a claim is made or a suit or other proceeding that is based on a lender’s 
or servicer’s alleged acts or omissions in originating, selling, or servicing 
mortgage loans or MBS pools; in trading MBS; or in disposing of acquired 
properties is started against Fannie Mae (or if Fannie Mae subsequently 
becomes a party to such a claim, suit, or proceeding or is served a 
subpoena for any purpose in connection with a suit to which Fannie Mae 
is not a party), the lender’s or servicer’s responsibility to indemnify Fannie 
Mae from losses and to hold Fannie Mae harmless must be met regardless 
of whether the claim, suit, or proceeding has merit. However, the lender’s 
or servicer’s obligation does not apply if Fannie Mae gives the lender or 
servicer written instructions during a claim, suit, or proceeding and Fannie 
Mae suffers a loss because the lender or servicer follows its instructions.  

Fannie Mae will manage its defense for any claim, suit, or proceeding in 
accordance with its own judgment, keeping the option to decide whether 
(or when) to retain its own separate counsel. If Fannie Mae chooses its 
own counsel, the lender or servicer will still be obligated to pay Fannie 
Mae’s legal fees and costs. If Fannie Mae decides that its interests and the 
lender’s or servicer’s coincide, Fannie Mae may decide to cooperate with 
the lender or servicer in a joint defense. (Refer to the Selling Guide, A2-1-
03, Indemnification for Losses.) 

In a concurrent servicing transfer, the servicing lender is under the same 
contractual obligations under the MSSC as the selling lender. (Also see 
Section 205, Post-Delivery Transfers of Servicing (09/30/06).)  

A concurrent servicing transfer (also known as a transfer of servicing 
concurrent with delivery) occurs when a selling lender transfers the 
servicing rights for a mortgage loan to a Fannie Mae–approved servicer at 

Section 201.06 
Concurrent Servicing 
Transfers (07/20/06)  

Case 2:15-cv-00977-RFB-CWH   Document 48-2   Filed 11/15/18   Page 80 of 113

ER-291



Lender Relationships 

Contractual Relationship 

March 14, 2012 Section 201 

Page 102-7 

the same time it sells the mortgage loan to Fannie Mae. This is an 
“automatic” transfer because Fannie Mae’s prior approval of the 
transaction is not required.  

If the selling lender is servicing the mortgage loans prior to delivery and 
will not be servicing the mortgage loans after delivery, the selling lender 
may automatically transfer servicing to a lender that is eligible to service 
them for Fannie Mae, and has agreed to do so, effective concurrently with 
delivery of the mortgage loans to Fannie Mae. The lender must notify 
Fannie Mae at the time of mortgage loan delivery that servicing has been 
transferred.  

Additionally, if: 

 the selling lender is not servicing the mortgage loans prior to delivery 
because it has contracted with another lender (the “servicing lender”) 
to service the mortgage loans for the selling lender;  

 the selling lender will not be servicing the mortgage loans after 
delivery;  

 the servicing lender is eligible to service the mortgage loans for Fannie 
Mae; and 

 the servicing lender agrees to service the mortgage loans for Fannie 
Mae, which requires the contractual servicing relationship be with 
Fannie Mae instead of with the seller, 

the selling lender may designate the servicing lender as Fannie Mae’s 
servicer for the mortgage loans by notifying Fannie Mae at the time of 
delivery. 

If the servicing lender wants the contractual servicing relationship to be 
with the selling lender instead of with Fannie Mae, even after delivery of 
the mortgage loans to Fannie Mae, the selling lender must become Fannie 
Mae’s servicer (as “master servicer”), and the servicing lender must 
become a “subservicer.” (See Section 206, Subservicing (06/24/04).) 
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After Fannie Mae has purchased or securitized a mortgage loan, it must 
approve all subsequent assignments of servicing related to that mortgage 
loan before the servicing can be transferred.  

The lender must notify Fannie Mae of the transferee servicer by entering 
the nine-digit seller/servicer number that Fannie Mae has assigned to the 
transferee servicer on one of the following forms: 

 FRM/GEM Loan Schedule (Form 1068) 

 ARM/GPARM Loan Schedule (Form 1069) 

 Schedule of Mortgages (Form 2005) 

If required, the lender must also include in its delivery package mortgage 
loan assignments prepared in accordance with the Selling Guide, B8-6-02, 
Mortgage Assignment to Fannie Mae. 

If a concurrent servicing transfer does not meet Fannie Mae’s eligibility 
standards as stated in this Guide and in the Selling Guide, Fannie Mae is 
entitled to terminate the transferee’s servicing with respect to the affected 
mortgage loans in order to transfer servicing of the mortgage loans to 
another servicer. The lender is obligated for all costs, expenses, and/or 
losses resulting from its designation of an ineligible servicer. 

As provided in the Selling Guide, A3-3-01, Outsourcing of Mortgage 
Processing and Third-Party Originations, a lender or servicer may pledge 
the servicing rights to all or part of its Fannie Mae one- to four-unit 
mortgage loan servicing portfolio, including mortgage loans in MBS 
pools, for the following purposes: 

 to fund the purchase of additional servicing portfolios; 

 to provide collateral for warehouse lines of credit; or 

 to effect the purchase of a mortgage banking company, including a 
management buyout of its existing company. 

The lender or servicer must request Fannie Mae’s prior approval of a 
specific pledging transaction at least 30 days in advance of the proposed 

Section 201.06.01  
Notification of Concurrent 
Servicing Transfers 
(06/10/11) 

Section 201.06.02  
Termination of 
Concurrent Servicing 
Transfers (06/10/11) 

Section 201.07 
Pledge of Servicing 
Rights (03/29/10) 
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After Fannie Mae has purchased or securitized a mortgage loan, it must 
approve all subsequent assignments of servicing related to that mortgage 
loan before the servicing can be transferred.  

The lender must notify Fannie Mae of the transferee servicer by entering 
the nine-digit seller/servicer number that Fannie Mae has assigned to the 
transferee servicer on one of the following forms: 

 FRM/GEM Loan Schedule (Form 1068) 

 ARM/GPARM Loan Schedule (Form 1069) 

 Schedule of Mortgages (Form 2005) 

If required, the lender must also include in its delivery package mortgage 
loan assignments prepared in accordance with the Selling Guide, B8-6-02, 
Mortgage Assignment to Fannie Mae. 

If a concurrent servicing transfer does not meet Fannie Mae’s eligibility 
standards as stated in this Guide and in the Selling Guide, Fannie Mae is 
entitled to terminate the transferee’s servicing with respect to the affected 
mortgage loans in order to transfer servicing of the mortgage loans to 
another servicer. The lender is obligated for all costs, expenses, and/or 
losses resulting from its designation of an ineligible servicer. 

As provided in the Selling Guide, A3-3-01, Outsourcing of Mortgage 
Processing and Third-Party Originations, a lender or servicer may pledge 
the servicing rights to all or part of its Fannie Mae one- to four-unit 
mortgage loan servicing portfolio, including mortgage loans in MBS 
pools, for the following purposes: 

 to fund the purchase of additional servicing portfolios; 

 to provide collateral for warehouse lines of credit; or 

 to effect the purchase of a mortgage banking company, including a 
management buyout of its existing company. 

The lender or servicer must request Fannie Mae’s prior approval of a 
specific pledging transaction at least 30 days in advance of the proposed 

Section 201.06.01  
Notification of Concurrent 
Servicing Transfers 
(06/10/11) 

Section 201.06.02  
Termination of 
Concurrent Servicing 
Transfers (06/10/11) 

Section 201.07 
Pledge of Servicing 
Rights (03/29/10) 
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effective date. The transaction between the lender or servicer and the 
secured creditor must be documented by a security agreement in a form 
determined by the lender or servicer. Both the lender or servicer and the 
secured creditor also must execute an acknowledgment agreement in a 
form approved by Fannie Mae, which sets forth the rights and 
responsibilities of the lender or servicer, the secured party, and Fannie 
Mae. 

A. Security agreement. The lender or servicer pledging its servicing 
rights and the secured party to whom the rights are pledged must enter into 
a legally binding security agreement. Fannie Mae does not specify precise 
terms or provisions that must be included in the agreement. However, 
since the terms and provisions of the acknowledgment agreement (which 
is executed by the lender or servicer, the secured creditor, and Fannie 
Mae) will prevail if there are any conflicts or inconsistencies between the 
security agreement and the acknowledgment agreement, both parties 
executing the security agreement should make every effort to ensure that 
there are no conflicts or inconsistencies between the two agreements. Each 
request for approval of a proposed pledging transaction must include a 
copy of the related proposed security agreement. The security agreement 
may be amended after Fannie Mae approves the transaction (without 
obtaining Fannie Mae’s prior consent), as long as all representations and 
warranties made by the lender or servicer and the secured party (or parties) 
will apply to such amendment. 

The secured creditor must insert the following language in any financing 
statement it files for recordation in connection with the security 
agreement: 

The security interest created by this financing statement is subject 
and subordinate to all rights, powers, and prerogatives of Fannie 
Mae under, and in connection with, the Lender Contract and all 
applicable Pool Purchase Contracts between Fannie Mae and 
(*insert name of lender or servicer named in acknowledgment 
agreement) and the Selling Guide, Servicing Guide, and other 
Guides, as each of such Guides is amended from time to time 
(collectively, the “Fannie Mae Contract”), which rights, powers, 
and prerogatives include, without limitation, the right of Fannie 
Mae to terminate the Fannie Mae Contract with or without cause 
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and the right to sell, or have transferred, the Servicing Rights as 
therein provided. 

The secured creditor must provide a copy of any recorded financing 
statement to the lender’s or servicer’s appropriate Fannie Mae regional 
office. If the security interest is released or extinguished or if the servicing 
rights are transferred to the secured creditor as the result of the lender or 
servicer’s default under the security agreement (or in accordance with the 
terms of the acknowledgment agreement), the secured creditor must file 
for recording a proper release of the recorded security interest within five 
working days after the effective date of the termination, transfer, or 
extinguishment, notifying the appropriate Fannie Mae regional office of 
the filing.  

B. Acknowledgment agreement. Fannie Mae will not approve any 
request for the pledging of a lender or servicer’s servicing rights unless the 
lender or servicer and the secured creditor execute a standard Fannie Mae 
acknowledgment agreement. (Two separate agreements—one for use 
when there is a single secured party and one for use when there are 
multiple secured parties—are available through Fannie Mae’s regional 
offices.) Under the terms of the acknowledgment agreement, the secured 
creditor’s security interest is subordinate to all of Fannie Mae’s rights, 
powers, and prerogatives under the MSSC, individual commitment or pool 
purchase contracts, and the Selling Guide and Servicing Guide. The 
secured creditor has no claim or entitlement as a secured creditor against 
Fannie Mae, and Fannie Mae has no duty or obligation to the secured 
creditor, except for those specified in the acknowledgment agreement. The 
acknowledgment agreement does recognize that the secured party may sell 
one or more participation interests in portfolio mortgage loans that are 
subject to the security agreement and provides for the purchasers of the 
participation interests to be entitled to the benefits of both the security 
agreement and the acknowledgment agreement. Both the secured creditor 
and the lender and/or servicer must indemnify and hold Fannie Mae 
harmless against all losses, claims, lawsuits, actions, damages, judgments, 
costs, and expenses arising or resulting from any action they take (or do 
not take) in compliance with the terms of either the security agreement or 
the acknowledgment agreement. The secured creditor also must agree to 
indemnify and hold Fannie Mae harmless against all losses, claims, 
lawsuits, actions, damages, judgments, costs, and expenses arising from or 
connected with the security agreement or the secured creditor’s 
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foreclosure, transfer, or sale of the servicing rights under the terms of the 
security agreement. 

The secured creditor has the right to request Fannie Mae to transfer the 
servicing of the mortgage loans for which servicing rights have been 
pledged if it elects to enforce its security interest or any remedy for the 
lender or servicer’s default under the security agreement. The secured 
creditor may request that the servicing be transferred to it (if it is an 
approved Fannie Mae servicer) or it may request that the servicing be 
transferred to another lender or servicer that is a Fannie Mae–approved 
servicer, if it has a valid power of attorney authorizing it to make the 
transfer request on the lender or servicer’s behalf. The secured creditor 
must present the power of attorney to the Fannie Mae regional office with 
its request that Fannie Mae transfer the servicing to another lender or 
servicer. The transfer-of-servicing request will be evaluated, processed, 
and documented under Fannie Mae’s general procedures for servicing 
transfers, unless Fannie Mae agrees to modify a specific requirement or 
amend a particular document. Fannie Mae will not unreasonably withhold 
its consent to a transfer that is proposed by the secured party. If Fannie 
Mae finds the proposed transferee servicer unacceptable, it will work with 
the secured party to find another servicer that is acceptable.  

Fannie Mae has the right, under the terms of its contracts with the lender 
or servicer, to terminate, sell, or transfer the servicing that has been 
pledged and, if Fannie Mae exercises that right, it has the further right to 
receive all proceeds from the termination, sale, or transfer of the servicing. 
Under the terms of the acknowledgment agreement, the servicing rights 
that have been pledged can be terminated, sold, or transferred free and 
clear of the secured creditor’s security interest when the termination, sale, 
or transfer takes place in accordance with Fannie Mae’s contractual 
provisions with the lender or servicer.  

When Fannie Mae exercises its right to terminate, sell, or transfer 
servicing that has been pledged, it may select the secured creditor or its 
designee to act as the new servicer (or subservicer) of the mortgage loans 
or it may select another Fannie Mae–approved servicer. Fannie Mae will 
notify the secured creditor after it terminates the lender or servicer’s 
servicing rights that have been pledged. To the extent that Fannie Mae is 
fully reimbursed for all costs and expenses related to the sale or transfer 
and for any and all amounts it is due for unmet obligations under its 
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Lender Contract, Fannie Mae will notify the secured creditor of its right to 
claim all or part of any remaining sales proceeds or any applicable 
contract termination fees—if it has a valid power of attorney from the 
lender or servicer authorizing it to request distribution of the sales 
proceeds or any applicable contract termination fees. The secured creditor 
must present the power of attorney to the Fannie Mae regional office with 
its request that Fannie Mae distribute the sales proceeds or any applicable 
contract termination fees. A secured creditor’s failure to execute the 
acknowledgment agreement may impair its ability to claim any portion of 
the sales proceeds or any applicable contract termination fees if Fannie 
Mae terminates the lender or servicer’s contract and sells the servicing 
portfolio and will impair its ability to request Fannie Mae to transfer the 
mortgage loans for which the servicing rights are pledged to another 
servicer if the lender or servicer defaults under the security agreement. A 
lender or servicer’s failure to execute the acknowledgment agreement 
could result in a suspension of its selling and servicing rights or in the 
termination of its Lender Contract, if it proceeds with an unauthorized 
pledging of its servicing rights.  

The servicer or Fannie Mae may terminate the servicing arrangement 
without cause. 

 

By giving Fannie Mae advance written notice, a servicer may terminate its 
contractual rights to the servicing of mortgage loans or participation 
interests in mortgage loans for all of the mortgage loans and MBS pools it 
is servicing without providing for a transferee servicer to assume the 
servicing obligations. The termination will become effective on the last 
business day of the third month following the month in which the notice is 
given. The servicer’s termination of its servicing arrangement does not 
release it from any of its responsibilities or liabilities related to specific 
mortgage loans and MBS pools that Fannie Mae purchased or securitized 
(or contracted to purchase or securitize) before the termination, unless 
Fannie Mae expressly agrees in writing to release the servicer from those 
responsibilities or liabilities. Absent Fannie Mae’s written agreement, the 
servicer may not terminate its servicing rights for less than all of the 
mortgage loans or participation interests in mortgage loans that it is 
servicing for Fannie Mae.  

Section 201.08 
Termination of Servicing 
Arrangement Without 
Cause (04/01/09) 

Section 201.08.01  
Servicer’s Termination 
(09/30/06) 
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To assist Fannie Mae in complying with IRS reporting requirements, a 
servicer that collects prepayment premiums under the terms of a 
negotiated contract should report any prepayment premium it collects for a 
given mortgage loan (even if the premium is not remitted to Fannie Mae) 
as part of the monthly activity information it provides through Fannie 
Mae’s investor reporting system. 

The servicer must send Fannie Mae written notice of any contemplated 
major change in its organization. The servicer must follow all requirements 
in the Selling Guide, A4-3-01, Report of Changes in the Lender’s 
Organization.  

In addition, in those situations in which a servicer either is involved in a 
merger or acquisition or is changing its name, undergoing a corporate 
reorganization, experiencing either a direct or an indirect change of 
control, or having a majority interest in its stock change hands, Fannie 
Mae will treat the action as a transfer of servicing that must be approved 
and processed in accordance with the requirements of Section 205, Post-
Delivery Transfers of Servicing (09/30/06). If the lender fails to provide 
adequate notice of, or obtain approval for, such contemplated actions, 
Fannie Mae may impose a compensatory fee and exercise any other 
available remedies 

Subsequent to the delivery of mortgage loans to Fannie Mae, a servicer 
cannot transfer its responsibility for servicing any such mortgage loans 
unless Fannie Mae approves the transfer. Fannie Mae will not recognize 
unauthorized transfers of servicing. In fact, any such action may be the 
basis for terminating the contractual relationships Fannie Mae has with 
both the transferor and transferee servicers. Instead of terminating the 
contractual relationship(s), Fannie Mae may choose to impose sanctions, 
compensatory fees, or other available remedies when a servicer fails to 
give Fannie Mae adequate notice of a proposed transfer, obtain its 
approval for a transfer, or fulfill any conditions of Fannie Mae’s approval 
of a given transfer of servicing. (The amount of any compensatory fee 
Fannie Mae imposes can vary depending on the circumstances; however, 
it will not be greater than 1% of Fannie Mae’s share of the aggregate UPB 
of the mortgage loans being transferred.) Fannie Mae will hold any 
transferor or transferee servicer that enters into an unauthorized transfer of 
servicing liable for any losses, liabilities, or other expenses Fannie Mae 
incurs as the result of the unauthorized transfer. 

Section 204  
Changes in Servicer’s 
Organization (04/01/09)  

Section 205  
Post-Delivery Transfers 
of Servicing (09/30/06) 
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The servicer must obtain Fannie Mae’s prior written consent for any 
transfer of servicing involving Fannie Mae–owned or Fannie Mae–
securitized mortgage loans. Fannie Mae generally will consider requests 
for transfers of either all or a portion of the mortgage loans that a lender 
services for it. However, if the transfer involves mortgage loans in a 
regular servicing option MBS pool or a shared-risk special servicing 
option MBS pool for which the servicer’s shared-risk liability is still in 
effect, individual loan-level servicing transfers are not permitted; rather, 
the servicing of all of the mortgage loans in the pool must be transferred. 
The transferor servicer may use a CPU-to-CPU electronic file transfer or 
any other electronic means that Fannie Mae specifies to notify Fannie Mae 
about a full transfer of its servicing portfolio or to provide it with a list of 
mortgage loans that will be included in a partial transfer of servicing (see 
Part X, Section 206, Transaction Type 80 (Subservicer Arrangement 
Record) (01/31/03)). The servicer’s electronic notification may be 
submitted as early as six months and as late as fifteen days before the 
proposed effective date for the transfer of servicing. 

The proposed transferee servicer must be an approved servicer that is in 
good standing with Fannie Mae. The servicer also must have in place 
appropriate controls and adequate procedures relating to the boarding of 
new loans (subsequent either to origination or acquisition of servicing 
pursuant to a servicing transfer) to avoid any delayed application of 
borrower payments of principal, interest, taxes, or insurance (when 
applicable). In particular, servicing errors and disputes may occur as a 
result of servicing transfers. Accordingly, before Fannie Mae approves a 
transfer, it will evaluate the transferee servicer’s performance in the 
following areas (although it may consider additional factors if it chooses 
to do so): 

 overall servicing performance, including the servicing of special 
mortgage loan products, accounting, and remitting; 

 capacity to service the number and types of mortgage loans that are to 
be included in the proposed transfer; 

 overall performance of other contractual duties and obligations; 

 delinquency ratios; 
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 foreclosure and acquired property activity; 

 status of unresolved issues related to repurchase requests, claim 
denials or curtailments, or other outstanding claims; and 

 financial condition. 

Fannie Mae’s contractual requirements related to transfers of servicing 
and the servicers’ obligations to perform under them apply in all cases 
(unless Fannie Mae expressly waives them in writing); therefore, Fannie 
Mae encourages a servicer that is contemplating the purchase of another 
servicer’s portfolio to contact its Portfolio Manager, Servicing Consultant, 
or the National Servicing Organization’s Servicer Solutions Center early 
in the negotiation process. This will ensure that the servicer is aware of 
any objections Fannie Mae might have to its becoming a transferee 
servicer for the servicing portfolio it is considering purchasing, can 
determine whether the proposed transfer involves unusual circumstances 
or conditions that might require additional time for Fannie Mae to review, 
and ascertain whether the proposed transfer has terms that might not be 
readily acceptable to Fannie Mae. 

Fannie Mae will make no representations or warranties about the value, 
condition, or any other aspects of the mortgage loans for which servicing 
will be transferred. Because the transferee servicer will be liable to Fannie 
Mae for all obligations of the transferor servicer, Fannie Mae expects that 
the transferee servicer will perform a due diligence review of the servicing 
portfolio that it is acquiring. However, the transferee servicer’s obligations 
to Fannie Mae are not contingent on the performance of such a due 
diligence review. To assist the two servicers in processing and reconciling 
the transfer of servicing, Fannie Mae has designed a series of reports that 
should significantly reduce the likelihood of errors or delays in the transfer 
process. The information in these reports can be used to reconcile and 
correct loan-level information related to the mortgage loans for which 
servicing is to be transferred. Any information in the reports Fannie Mae 
provides will be compiled from data in its records (including information 
it received from third parties, but did not independently verify). However, 
Fannie Mae does not attest to the accuracy, completeness, or suitability of 
the information for the servicers’ use for any particular purpose(s). For 
any given transfer of servicing, Fannie Mae will use appropriate business 
practices to permit both the transferor servicer and the transferee servicer 
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(but no other parties) to have access to the data on which the reports are 
based. Fannie Mae does not represent or warrant that any unauthorized 
party will not be able to gain access to the data (particularly when it is 
transmitted electronically), nor will Fannie Mae be responsible for any 
damages arising out of, or related to, such parties gaining access to the 
data and using the information it provides. 

To ensure that Fannie Mae has sufficient time to review a proposed 
transaction and to give the two servicers time to receive Fannie Mae’s 
consent before the proposed effective date for the transfer (and before 
notices of the transfer are given to borrowers), the transferor servicer must 
submit a Request for Approval of Servicing Transfer (Form 629) in an 
electronic format to the appropriate Fannie Mae regional office at least 
30 days (and no more than 180 days) before the proposed effective date. 
At the same time, the transferor servicer should submit a check for a 
nonrefundable $500 processing fee (which should note the names of both 
servicers and the proposed effective date of the transfer). (The proposed 
effective date of the transfer must be the last business day of the last 
month for which the transferor servicer will be responsible for reporting 
loan-level detail activity to Fannie Mae.) 

If any of the mortgage loans for which servicing is to be transferred are in 
MBS pools that are part of a Fannie Majors® multiple pool and the 
transferee servicer is already servicing mortgage loans in the same Majors 
pool, it may report the transferred mortgage loans under the same nine-
digit Fannie Mae lender identification number that it currently uses, as 
long as the mortgage loans have the same remittance type and date as the 
mortgage loans that it is already reporting under that number. If the 
transferred mortgage loans have a different remittance type or date, the 
transferee servicer must contact its Portfolio Manager, Servicing 
Consultant, or the National Servicing Organization’s Servicer Solutions 
Center to request a new branch lender identification number for reporting 
on the transferred mortgage loans. 

If Fannie Mae consents to a proposed transfer of servicing, it will deliver 
its consent to the two servicers using the same format in which it received 
the Form 629. Fannie Mae’s consent will state that, by implementing the 
related transfer of servicing, both the transferor servicer and the transferee 
servicer agree to the provisions of the MSSC, this Guide (and any 
amendments made to this Guide with respect to servicing transfers or to 
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the servicing of the transferred mortgage loans), and any other provisions 
set forth in the consent and acknowledge that all such obligations become 
effective as of the effective date of the transfer of servicing (although 
some of the obligations, such as those for notifying borrowers, will have 
begun or will have been completed prior to the effective date). As a 
condition of approving the transfer of servicing, Fannie Mae reserves its 
right to request and obtain (at any time) a copy of the servicing transfer 
agreement between the transferor servicer and the transferee servicer.  

The following Sections discuss Fannie Mae’s standard conditions for 
approval of a servicing transfer. Fannie Mae also may impose additional 
terms and conditions on its consent to a servicing transfer if it deems it to 
be appropriate under the particular circumstances. If it does, it will 
describe those conditions in its consent statement. 

The transfer of the servicer’s entire servicing portfolio must include all 
mortgage loans that are being serviced even if they no longer generate any 
servicing fee income. This means that delinquent mortgage loans and 
foreclosed mortgage loans that have been removed from an active 
accounting status must be transferred, unless Fannie Mae has notified the 
servicer that Fannie Mae’s records have been closed or the servicer has 
repurchased a mortgage loan under the terms of the regular servicing 
option or a negotiated shared-risk servicing option. 

Fannie Mae will approve the transfer of servicing for an FHA coinsured 
mortgage loan only if the proposed servicer is a HUD-approved coinsurer 
that is willing to assume the coinsurance obligations for the mortgage 
loan.  

Generally, the transferee servicer will receive the same servicing 
compensation that the transferor servicer was receiving. For actual/actual 
and scheduled/actual remittance type mortgage loans held in Fannie Mae’s 
portfolio, the transferee servicer will receive as its servicing fee the same 
amount—the base servicing fee plus any excess yield—that the transferor 
servicer had been receiving. For MBS mortgage loans and for 
scheduled/scheduled remittance type mortgage loans held in Fannie Mae’s 
portfolio, the transferee servicer will receive compensation at the same 
rate that the transferor servicer had been receiving, which is the difference 
between the mortgage interest rate (less any applicable premium for 

Section 205.01 
Portfolio Definition 
(01/31/03) 

Section 205.02 
Servicing Fee (01/31/03) 
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lender-purchased mortgage insurance) and the sum of Fannie Mae’s 
required pass-through rate and the guaranty fee rate. 

The transferee servicer must assume all of the responsibilities, duties, and 
selling warranties that were agreed to whether made when the mortgage 
loan was originally sold to Fannie Mae or subsequent to that date. This 
includes responsibility for the performance of obligations that predate the 
transfer, including “special obligations” (as that term is used in Section 
201.02, Representation and Warranty Requirements for the Servicing of 
All Mortgage Loans (06/10/11)). However, the transferee servicer’s 
assumption of these responsibilities, duties, and warranties will in no way 
release the transferor servicer from its contractual obligations related to 
the transferred mortgage loans. The two servicers will be jointly and 
severally liable to Fannie Mae for all warranties and for repurchase, all 
special obligations under agreements previously made by the transferor 
servicer or any previous seller or servicer (including actions that arose 
prior to the transfer).  

Fannie Mae requires a servicer to provide special notification to the new 
servicer when it includes eMortgages in a transfer of servicing. 
Specifically, the transferor servicer must advise the transferee servicer that 
eMortgages are part of the portfolio being transferred and must confirm 
that the transferee servicer is not only aware of the special requirements 
for eMortgages required by Fannie Mae’s Guide to Delivering eMortgage 
Loans to Fannie Mae, but also agrees to assume the additional 
responsibilities associated with servicing eMortgages.  

Fannie Mae requires the servicer to provide special notification to the new 
servicer when mortgage loans subject to resale restrictions (whether or not 
the restrictions survive foreclosure or acceptance of a deed-in-lieu) are 
included in the portfolio being transferred. The servicer must identify each 
mortgage loan subject to resale restrictions on the Request for Approval of 
Servicing Transfer (Form 629). The transferee servicer must be aware of 
its duties and obligations related to the servicing of mortgage loans subject 
to resale restrictions. 

The transferee servicer agrees to assume all obligations related to the 
servicing of MBS pools—including all duties and responsibilities under 
the regular servicing option or a negotiated shared-risk servicing option, 
bearing all costs and risks previously borne by the transferor servicer (or 

Section 205.03 
Assumption of Warranties 
and Other Obligations 
(01/31/03) 
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any earlier seller or servicer), as well as any additional costs and risks that 
arise subsequent to, or as the result of conditions imposed on, the transfer. 

Fannie Mae’s consent to a transfer of servicing does not release either the 
transferor servicer or the transferee servicer from any obligation it would 
otherwise have to Fannie Mae. As of the effective date for an approved 
transfer of servicing, the transferor servicer and the transferee servicer 
acknowledge their joint and several liability with respect to the transferred 
mortgage loans (and for any special obligations outstanding as of the 
effective date of the transfer, unless Fannie Mae has agreed to release one 
of the servicers from a specific responsibility). For the most part, Fannie 
Mae will look first to the transferee servicer for fulfilling any financial or 
other obligations related to the warranties, repurchase, and special 
obligations, but Fannie Mae does reserve the right to hold the transferor 
servicer to these obligations. In fact, both servicers also acknowledge their 
obligation to ensure that Fannie Mae is paid directly any proceeds of the 
servicing transfer that may be required to offset any claims Fannie Mae 
may have against the transferor servicer and agree to indemnify Fannie 
Mae for any loss or damage arising out of a failure to fully transfer all 
documents, records, and funds required by the servicing transfer 
agreement. 

The transferor and transferee servicers must work together closely to 
ensure that borrowers receive not only prompt and accurate notification of 
a pending transfer, but also prompt and courteous responses to their 
inquiries about the servicing transfer. Both servicers are responsible for 
sending specific notices to the borrowers whose servicing is being 
transferred. All notices provided to borrowers must be made in accordance 
with applicable law, including the provisions of the Real Estate Settlement 
Procedures Act (RESPA) and any state law requirements. 

To ensure that all servicing functions that involve third parties will 
continue uninterrupted (or will be discontinued if that is appropriate) after 
the transfer of servicing, either the transferor servicer or the transferee 
servicer must take the following actions: 

 Fulfill all requirements of each mortgage insurance policy that insures 
any of the conventional mortgage loans included in the transfer—
including, but not limited to, the requirements for providing timely 
notification or requesting prior approval—to ensure the continuation of 

Section 205.04 
Notifying Borrowers 
(01/31/03) 

Section 205.05 
Notifying Third Parties 
(01/31/03) 
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final monthly accounting period for all mortgage loans and MBS pools 
included in the servicing transfer. The two servicers should agree on how 
to resolve any differences and reconcile items or funds that are owed 
Fannie Mae or security holders. (Any questions regarding resolution of 
these issues should be directed to the transferor servicer’s Fannie Mae 
investor reporting system Business Analyst.) Within 30 days after the 
effective date of the servicing transfer, the transferor servicer must send its 
Fannie Mae investor reporting system Business Analyst a copy of the 
completed shortage/surplus reconciliation related to the transferred 
mortgage loans (so it can be used to support any adjustment that may need 
to be made to the transferor servicer’s shortage/surplus balance). The 
transferee servicer will be responsible for any Fannie Mae investor 
reporting system shortages or security balance deficiencies related to 
mortgage loans or pools included in the transfer that are not resolved by 
the transferor servicer. 

The need to prepare new mortgage assignments in connection with a 
transfer of servicing will depend on whether Fannie Mae is the owner of 
record for the mortgage loan and, if Fannie Mae is not, on whether the 
mortgage loan is registered with MERS. 

In those instances in which Fannie Mae holds the custodial documents, 
any required assignments that are submitted to Fannie Mae must be 
identified by the applicable Fannie Mae loan number and submitted under 
cover of a transmittal letter that includes the following information:  

 the name of the transferor servicer;  

 the name of the transferee servicer;  

 the number of mortgage loans included in the transfer, as well as the 
number of mortgage loans for which recordable (but unrecorded) 
assignments to Fannie Mae have been executed;  

 the effective date of the transfer;  

 a trial balance of the transferred mortgage loans, which identifies the 
mortgage loans for which assignments to Fannie Mae are being 
provided (or, if only a few mortgage loans are being transferred, a list 

Section 205.09 
Preparing Mortgage 
Assignments (01/31/03) 
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of the transferred mortgage loans for which assignments are being 
provided);  

 the transfer log number provided by the Portfolio Manager, Servicing 
Consultant, or the National Servicing Organization’s Servicer 
Solutions Center when the transfer was approved; and  

 the name and telephone number of a person Fannie Mae can contact if 
it has any questions about the documents. 

Fannie Mae is the owner of record. A new mortgage assignment does 
not need to be prepared if the assignment to Fannie Mae has been 
recorded. A mortgage loan for which Fannie Mae is the owner of record 
would be one of the following: 

 a mortgage loan that was delivered to Fannie Mae before it converted 
to the Fannie Mae investor reporting system in 1984 (regardless of the 
location of the security property);  

 a mortgage loan that is secured by a property located in Mississippi or 
Utah, if the mortgage loan was delivered to Fannie Mae during the 
period that Fannie Mae required recorded assignments for a 
Mississippi mortgage loan (after September 1, 1988, until June 7, 
1989) or for a Utah mortgage loan (after September 1, 1988, until 
October 31, 1991); or  

 a mortgage loan for which Fannie Mae requested recordation of the 
assignment (for any reason) after it purchased or securitized the 
mortgage loan. 

Fannie Mae is not the owner of record and the mortgage loan is not 
registered with MERS. An assignment from the transferor servicer to the 
transferee servicer must be prepared and recorded if an assignment to 
Fannie Mae has not been recorded for a mortgage loan that is not 
registered with MERS. (Blanket assignments may be used for the 
assignment, as long as the coverage for each blanket assignment is 
restricted to a single recording jurisdiction.) The transferee servicer has 
full responsibility for recording an assignment from the transferor servicer 
to itself, regardless of which servicer prepares and records the assignment. 
Then, an assignment from the transferee servicer to Fannie Mae must be 
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prepared (in recordable form, but not recorded) to replace the one Fannie 
Mae had originally received from the transferor servicer. This unrecorded 
assignment from the transferee servicer to Fannie Mae should be an 
individual assignment. The unrecorded assignment to Fannie Mae must be 
delivered to Fannie Mae or the applicable document custodian within six 
months of the effective date of the servicing transfer. 

Generally, when a transferred mortgage loan is secured by a property 
located in Puerto Rico, neither an assignment of the mortgage loan from 
the transferor servicer to the transferee servicer nor an unrecorded 
assignment from the transferee servicer to Fannie Mae will need to be 
prepared and recorded. However, there are two situations in which an 
assignment of the mortgage loan (or a similar document) will need to be 
prepared and recorded: 

 For a “direct” mortgage loan (one that is documented by a single 
instrument that combines the terms of the note and the mortgage loan), 
a deed of assignment of the mortgage loan must be prepared and 
recorded to advance the chain of title through the transferee servicer’s 
name. (This deed of assignment can be an individual assignment or a 
blanket assignment, as permitted by the jurisdiction.) The transferee 
servicer will then need to execute an individual unrecorded assignment 
of the mortgage loan to Fannie Mae and submit it to Fannie Mae (or 
the applicable document custodian) within six months after the 
effective date of the servicing transfer. 

 For any other mortgage loan for which Fannie Mae (or the applicable 
document custodian) does not have in its possession an unrecorded 
assignment to Fannie Mae that was executed by the lender that 
originated the mortgage loan, such an assignment must be obtained 
from the mortgage loan originator. If that is not possible, the transferee 
servicer must prepare an individual unrecorded assignment of the 
mortgage loan from itself to Fannie Mae and submit it to Fannie Mae 
(or the applicable document custodian) within six months of the 
effective date of the servicing transfer. When the transfer of servicing 
includes a large number of mortgage loans secured by properties in 
Puerto Rico, one or more blanket assignments may be used if it is not 
practical to execute individual assignments. 
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Fannie Mae is not the owner of record and the mortgage loan is 
registered with MERS. Generally, neither an assignment of the mortgage 
loan from the transferor servicer to the transferee servicer nor an 
unrecorded assignment from the transferee servicer to Fannie Mae will 
need to be prepared and recorded when the servicing of a MERS-
registered mortgage loan is transferred to a servicer that is a MERS 
member (if the transferee servicer intends to continue the MERS 
registration for the mortgage loan). In some situations, Fannie Mae may 
indicate that it wants to obtain these assignments. 

However, when the servicing of a MERS-registered mortgage loan is 
transferred to a servicer that is not a MERS member (or to a servicer that 
elects not to continue the MERS registration for the mortgage loan), 
Fannie Mae requires: 

 the transferor servicer to prepare an assignment of the mortgage loan 
from MERS to the transferee servicer and have it executed, 

 the transferor servicer to “deactivate” the mortgage loan in MERS, 

 the transferor servicer or the transferee servicer (at their choice) to 
record the assignment of the mortgage loan from MERS to the 
transferee servicer, and 

 the transferee servicer to prepare a recordable (but unrecorded) 
assignment of the mortgage loan from itself to Fannie Mae and to 
deliver it to Fannie Mae or the applicable document custodian. 

When the originator of the mortgage placed the MERS Mortgage 
Identification Number (MIN) on the note when the mortgage was 
registered with MERS (and the mortgage loan is still registered with 
MERS), the document custodian will be able to tell whether an assignment 
of the mortgage loan needs to be required in connection with the transfer 
of servicing. When the MIN is on the note, but the mortgage loan is no 
longer registered with MERS, either the transferor servicer or the 
transferee servicer must notify the document custodian to delete the MIN 
from the note (with the servicer that is responsible for the deactivation 
providing the notice). When the MIN does not appear on the note, other 
actions must be taken to ensure that the custodian is aware of whether or 
not the mortgage loan is registered with MERS. This can be accomplished 
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by (1) providing the custodian with a copy of the original Schedule of 
Mortgages (Form 2005) that has been appropriately annotated to indicate 
that a mortgage loan originally registered with MERS is no longer 
registered (by deleting the MIN that was originally reported) or to indicate 
the subsequent registration with MERS (by inserting the applicable MIN); 
or (2) providing the custodian with a listing of all MERS-registered 
mortgage loans that are included in the transfer, along with a certification 
that any and all other mortgage loans included in the transfer are not 
currently registered with MERS. (If there are more MERS-registered 
mortgage loans included in the transfer than there are unregistered 
mortgage loans, the listing may instead identify the unregistered mortgage 
loans and then the certification should state that any and all other 
mortgage loans included in the transfer are currently registered with 
MERS.) 

When the transfer of servicing includes MBS mortgage loans, the 
transferee servicer may choose to use the existing document custodian (if it 
meets all of Fannie Mae’s eligibility criteria for document custodians), to 
make arrangements for a different document custodian (including Fannie 
Mae’s DDC), or to retain custody of the documents itself (if it satisfies 
Fannie Mae’s eligibility criteria for document custodians and the 
additional criteria Fannie Mae imposes on lenders that act as the document 
custodian). If the transferee servicer chooses to use the existing document 
custodian, it will need to have a Master Custodial Agreement (Form 2003) 
executed—unless it already has a master custodial agreement on file for 
that custodian—and ask the document custodian to complete an MBS 
Custodian Recertification (Form 2002) in connection with the servicing 
transfer within six months of the effective date of the transfer. If Fannie 
Mae’s DDC is already holding the custodial documents for the mortgage 
loans that are being transferred, Fannie Mae will update its records to 
reflect the new servicer and accept any new unrecorded assignment of the 
mortgage loan to Fannie Mae from the transferee servicer, if applicable, 
without charging any additional fees. 

If the transferee servicer chooses to change document custodians (or 
decides to hold the documents itself), the transferor servicer is responsible 
for controlling the documents until they are released to the new document 
custodian. The transferee servicer and the transferor servicer must work 
out appropriate arrangements for paying the costs of transferring the 
documents and obtaining the required pool recertification in an 

Section 205.10 
Transfer of Custodial 
Documents (09/30/05) 
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 protect against unauthorized access to or use of such files and records 
and is responsible for requiring, by contract, that any subservicers or 
other third parties that access mortgage files and records also 
implement these measures. 

Fannie Mae has the right to examine, at any reasonable time, any and all 
records that pertain to mortgage loans it holds in its portfolio or those that 
have been included in an MBS pool, any and all accounting reports 
associated with those mortgage loans and borrower remittances, and any 
other reports, data, information, and documentation that it considers 
necessary to ensure that the servicer is in compliance with Fannie Mae’s 
requirements.  

All records pertaining to mortgage loans sold to Fannie Mae—including 
but not limited to the following—are at all times the property of Fannie 
Mae and any other owner of a participation interest in the mortgage loan: 

 notes, 

 security instruments, 

 loan applications, 

 credit reports, 

 property appraisals, 

 tax receipts, 

 payment records, 

 insurance policies and insurance premium receipts, 

 water stock certificates, 

 ledger sheets, 

 insurance claim files and correspondence, 

 foreclosure files and correspondence, 
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 current and historical computerized data files, 

 machine-readable materials, and 

 all other documents, instruments and papers pertaining to the loan 
including, without limitation, any records, data, information, 
summaries, analyses, reports, or other materials representing, based 
on, or compiled from such records that are reasonably required to 
originate and subsequently service a mortgage loan properly. 

These documents and records are Fannie Mae’s property regardless of 
their physical form or characteristics or whether they are developed or 
originated by the mortgage loan seller or servicer or others. 

The mortgage loan originator, seller, or servicer; any service bureau; or 
any other party providing services in connection with servicing a mortgage 
loan for, or delivering a mortgage loan to, Fannie Mae will have no right 
to possession of these documents and records except under the conditions 
specified by Fannie Mae. 

Any of these documents and records in possession of the mortgage loan 
originator, seller, or servicer, any service bureau, or any other party 
providing services in connection with selling a mortgage loan to, or 
servicing a mortgage loan for, Fannie Mae are retained in a custodial 
capacity only. 

An electronic record is a contract or other record that is created, generated, 
sent, communicated, received, or stored by electronic means. A record is 
information that is inscribed on a tangible medium or that is stored in an 
electronic or other medium and is retrievable in perceivable form. 
Servicers (and/or, as applicable, document custodians) are required to 
retain the foregoing records as set out below. All records in the individual 
mortgage loan file may be retained as electronic records, except for the 
promissory note and any records that modify or supplement the 
promissory note, in which case the original ink-signed records of such 
instruments should be stored in the mortgage loan files. Where a lender 
has an eMortgage variance in place with Fannie Mae, these requirements 
may not apply.  
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