SERVICING AGREEMENT

(Revision Date 9-28-18)

between

FEDERAL HOME LOAN

MORTGAGE CORPORATION

and

______________________________________
Dated as of ________ __, 201__
Relating to

_________________________Transaction

SERVICING AGREEMENT



THIS SERVICING AGREEMENT (this “Agreement”) is made as of _________ __, 201__, by and between the FEDERAL HOME LOAN MORTGAGE CORPORATION, a shareholder-owned government-sponsored enterprise organized and existing under the laws of the United States (“Freddie Mac”), and___________________________________, a ______________________ (“_____________” or the “Servicer”).
RECITALS:

WHEREAS, ________________________ has agreed to make a loan to _________________________________ (“Borrower”) in the original principal amount of $_________________ (the “Loan”), which Loan will be secured by security instruments (collectively, the “Security Instruments”) recorded on __________ single-family properties as set forth on Schedule 1 attached hereto (each, a “Property,” and collectively the “Mortgaged Property”) owned by Borrower and located in ___ [states]; and

WHEREAS, Borrower has entered into leases (each a “Lease” and collectively, the “Leases”) for the Mortgaged Property with various tenants (each a “Tenant” and collectively, the “Tenants”) that have agreed to use the Mortgaged Property as a residence; and

WHEREAS, pursuant to the terms of its Letter of Commitment, dated___________________ __, 201__ (the “Commitment”), Freddie Mac has agreed to purchase the Loan from ________________________ upon the satisfactions of the conditions set forth in the Commitment; and

WHEREAS, pursuant to the terms of the Commitment, upon Freddie Mac’s purchase of the Loan, ________________________ has agreed to service the Loan and the Mortgaged Property in accordance with the terms of the Loan Documents (as defined below), the Freddie Mac Multifamily Seller/Servicer Guide (as amended from time to time, the “Guide”) and this Agreement, which may be supplemented from time to time by written direction from Freddie Mac as contemplated in this Agreement; 


NOW, THEREFORE, in consideration of the foregoing and the mutual undertakings set forth below, the receipt and sufficiency of which are hereby acknowledged, the parties hereby agree as set forth hereinbelow:

1.
Definitions.  


The following capitalized terms will have the following meanings when used in this Agreement:

“Loan Agreement” means that certain Loan Agreement, dated as of the date hereof, between ________________________ and Borrower, as assigned to Freddie Mac.

“Loan Documents” means the Note, the Loan Agreement, the Security Instruments and all other documents now or in the future executed by the Borrower, any Guarantor or any other person or entity in connection with the Loan and assigned to Freddie Mac by ________________________ upon Freddie Mac’s purchase of the Loan.

“Note” means that certain Promissory Note, dated as of the date hereof, made by Borrower in connection with the Loan and payable to ________________________, as assigned to Freddie Mac.

“Servicing Spread” has the meaning set forth in Section 4 hereof.

All other capitalized terms used in this Agreement and not otherwise defined in this Agreement will have the meanings set forth in the Loan Agreement, if expressly defined in the Loan Agreement, and otherwise will have the meanings set forth in the Guide.

2.
Servicing Authority; Commencement of Servicing.  

(a)
Commencement of Servicing.  The Servicer’s responsibilities and duties hereunder (and the payment of fees or other amounts due to the Servicer hereunder) will commence as of the date of this Agreement.

(b)
Consents by Servicer.  To the extent that the Loan Documents provide for any consents, determinations or rights to be granted, made or exercised by the “Lender” or “Servicer,” the Servicer must obtain Freddie Mac’s prior written approval before exercising any such consent, determination or right; PROVIDED, HOWEVER, that to the extent that this Agreement or the Guide has expressly delegated to the Servicer the power to grant, make or exercise any such consent, determination or right without Freddie Mac’s prior approval, the Servicer may take such action only if the Servicer has first notified Freddie Mac in writing 3 Business Days prior to taking such action.

(c)
Conflicts.  The Servicer will have the express right to consult with and seek direction from Freddie Mac to the extent a conflict exists between the Guide, this Agreement or any of the Loan Documents, or to the extent any fact or circumstance arising under the Loan Documents is not addressed in either the Guide or this Agreement.  Freddie Mac covenants and agrees to reasonably cooperate with the Servicer in any such consultation and to promptly respond to Servicer’s request for direction.  The Servicer will be entitled to rely on any such direction provided by Freddie Mac in servicing the Loan.

3.
General Applicability of the Guide.  The Servicer will service the Loan in accordance with the Loan Documents, the Guide (as modified or supplemented by this Agreement) and any additional direction provided by Freddie Mac, as provided in Section 2(c) hereinabove.  If, as to any matter, there is an inconsistency between this Agreement and the Guide, this Agreement will control; provided, however, if this Agreement is silent as to any matter and Freddie Mac has not provided the Servicer with any further direction as to such matter, the provisions of the Guide applicable to a Multifamily Conventional Cash Mortgage will control (analogized, where necessary, to account for the unique nature of the single family rental program collateral), as supplemented by any chapters added to the Guide by Freddie Mac from time to time to address the single family rental program.  The Guide may be amended or supplemented by Freddie Mac from time to time by the issuance of revised pages, or other communications, in written or electronic form.  

4.
Servicing Compensation.  The monthly Servicing Spread will be equal to one twelfth (1/12th) of [0.25%] ([25] basis points) of the outstanding principal amount of the Note. 

5.
Taxes, HOA Fees, Insurance; Escrows; Certifications.  

(a)
Records.  The Servicer will maintain accurate records with respect to each home comprising the Mortgaged Property, which records will reflect the status of (a) taxes, HOA Fees, assessments and other similar charges which, if unpaid, may become a lien thereon, and (b) the status of insurance premiums and ground rent, if applicable, payable in respect thereof.  Servicer will promptly notify Freddie Mac in the event it has actual knowledge of any delinquency in Borrower’s payment of any taxes, HOA Fees or insurance premium(s) that are then due and payable.
(b) 
Escrows.  The Servicer will be required to establish or maintain escrows for taxes, insurance, HOA Fees and Capital Replacements for the Mortgaged Property if such escrows are required under the Loan Agreement.  

(c)
Required Insurance.  The Servicer must ensure compliance with the insurance requirements set forth in the Guide and in the Affordable Single Family Rental Program Requirements (as published on freddiemac.com). 
6.
Leases; New Tenants.  If and to the extent any Lease with respect to any Property is not an “Eligible Lease,” as defined in the Loan Agreement, the Servicer will promptly, upon receipt, provide a copy of such Lease to Freddie Mac, and Freddie Mac will have the right to review and approve such Lease in accordance with the terms of the Loan Documents and the Guide.  Freddie Mac will provide Servicer with a status of its review/approval of any Leases.
7. 
Reporting.

(a)
Quarterly Reporting; Property Inspections.  

(i)
Within 15 days after its receipt from Borrower, the Servicer will provide Freddie Mac with a copy of the Borrower’s quarterly financial reports, as set forth in Section 6.07(c) of the Loan Agreement.  The Servicer will also spread and report the Borrower’s financial reports as required by the Guide; 

(ii)
Within 15 days after its receipt from Borrower, the Servicer must provide Freddie Mac with a copy of the rent roll in MS Excel, or other mutually agreeable medium in a form substantially consistent with Exhibit A;

(iii)
The Servicer will be required to annually inspect properties in accordance with the following parameters:

(1) Upon each anniversary of the closing date of the Loan, the Servicer will review the rent roll and count the number of vacant Properties.  The number of vacant Properties will be the number of Properties that needs to be inspected over the coming year.  The number of Properties inspected must be at least equal to the greater of (x) 5% of the aggregate number of Properties comprising the Mortgaged Property and (y) 5 Properties (the “Annual Requirement”); provided, however, the Annual Requirement does not need to be more than 10% of the aggregate number of Properties.  

(2) The Properties chosen to be inspected must be vacant at the time of ordering the inspection.  No Property should have more than one inspection performed in a given year.  If there are not a sufficient number of vacant Properties to be inspected to meet the Annual Requirement then the Servicer may choose occupied Properties to inspect however no occupied Property can be chosen if it has been inspected in the past three years.  If a Property is vacant at the time of inspection, an interior inspection is required.  If a Property is occupied at the time of the inspection, only an exterior inspection is required.

(3) The form of the inspection must be substantially in the form attached hereto as Exhibit B or otherwise in a form approved by Freddie Mac.

(4) The Servicer may complete inspections (or cause the completion of the inspections on its behalf) required to meet the Annual Requirement over the course of each 12 month period following the anniversary of the closing date of the Loan.  The Servicer may engage a third party at its cost to perform the inspections without obtaining the consent of Freddie Mac; provided, however, that the Servicer shall remain obligated and primarily liable to Freddie Mac for satisfactory completion of the inspections as required by this Agreement.
(5) Upon the completion of the Annual Requirement, the Servicer will provide Freddie Mac with a summary spreadsheet that must include the following information for each inspection – property address, date of inspection, property condition (1-5 scale consistent with MBA commercial property inspection form rankings), occupied at time of ordering (Y/N), occupied at time of inspection (Y/N).  Such spreadsheet must be in a form acceptable to Freddie Mac.

(6) In the event any such inspection reveals that a Property is in need of repair or that any other remedial action is required in order to properly maintain the Property (including, but not limited to, life safety issues), the Servicer will promptly notify the Borrower of its obligation to make such repair or take such remedial action, and will promptly forward a copy of such notice to Freddie Mac at the notice addresses set forth in this Agreement. 

(b)
Watchlist management.
(i)  
The Servicer will be required to monitor the Loan pursuant to the watchlist parameters as described in Exhibit C.

(ii)  
The Servicer will provide a watchlist status report (a) once a quarter when submitting the quarterly financial reporting, (b) upon request from Freddie Mac and (c) within 10 Business Days after the Servicer has knowledge of a the occurrence of a watchlist trigger event.  The form of such watchlist status report must be substantially in the form of, and containing the information called for in, the downloadable form of the “Servicer Watch List” available on the CREFC® Website, or such other form for the presentation of such information and containing such additional information as may from time to time be required by Freddie Mac.

9.
Mortgage Property Releases.  The Servicer must comply with all release terms, conditions and provisions contained in the Loan Agreement and the Guide.
10.
Notices.  As used in this Agreement, “notice” will mean any and all notices, requests, demands or other communications required or permitted to be given under this Agreement.  All notices to the Servicer from Freddie Mac and to Freddie Mac from the Servicer will be given via DMS in accordance with the Guide.  In addition, all notices relating to or resulting from a default by the Borrower under any of the Loan Documents will also be given by e-mail transmission.  Any party may change the address to which notice to it must be sent by giving notice to the other parties in accordance with this Section. 


Notices intended for the Servicer must be addressed to: 



__________________________


__________________________


__________________________


Attention:  _________________




Telephone: (___) _____________


E-mail:
  


with a copy to:



__________________________



__________________________



__________________________



Attention:  _________________





Telephone: (___) _____________



E-mail:
  


with a copy to:



__________________________



__________________________



__________________________



Attention:  _________________





Telephone: (___) _____________



E-mail:
  


Notices intended for Freddie Mac must be addressed to:

Federal Home Loan Mortgage Corporation 

Director of Multifamily Loan Servicing

Mail Stop B2E

8100 Jones Branch Drive

McLean, VA 22102

Facsimile:  703-714-3273

Telephone: 703-903-2000

E-mail:  carl_mclaughlin@freddiemac.com with a copy to


  mfla@freddiemac.com
with a copy to:

Federal Home Loan Mortgage Corporation 

Director, Multifamily Asset Management, Structured Transactions

Mail Stop B4F

8100 Jones Branch Drive

McLean, VA 22102

Telephone: 703-714-3194

E-mail:  stephen_power@freddiemac.com with a copy to   


  MF_Structured_Transactions@freddiemac.com
with a copy to:

Federal Home Loan Mortgage Corporation 

[Senior Director, Multifamily Production]


__________________________________


__________________________________


Telephone: _________________________

E-mail:  ____________________________
11.
Miscellaneous.

(a)
Further Assurances and Corrective Instruments.  To the extent permitted by law, the parties will, from time to time, execute, acknowledge and deliver, or cause to be executed, acknowledged and delivered, such supplements to this Agreement and such further instruments as may reasonably be required for carrying out the intentions, or facilitating the performance, of this Agreement. 

(b)
Captions, Cross References and Exhibits.  The captions assigned to provisions of this Agreement are for convenience only and will be disregarded in construing this Agreement. Any reference in this Agreement to a “Section,” a “Subsection” or a “Paragraph” will, unless otherwise explicitly provided, be construed as referring, respectively, to a section of this Agreement, a subsection of the section of this Agreement in which the reference appears, and a paragraph of the subsection within this Agreement in which the reference appears.  The exhibits to this Agreement are hereby incorporated and made a part hereof and are an integral part of this Agreement.

(c)
Number and Gender.  Use of the singular in this Agreement includes the plural, use of the plural includes the singular, and use of one gender includes all other genders, as the context may require.

(d)
Successors and Assigns.  Neither party to this Agreement may assign its rights, or delegate its obligations, under this Agreement without the prior written consent of the other party. This Agreement will be binding upon and will inure to the benefit of the parties and their respective heirs, successors and permitted assigns.

(e)
Severability.  The invalidity or unenforceability of any provision of this Agreement will not affect the validity of any other provision, and all other provisions will remain in full force and effect.

(f)
Entire Agreement.  This instrument contains the entire agreement among the parties as to the rights granted and the obligations assumed in this instrument.

(g)
Waiver; No Remedy Exclusive.  Any forbearance by a party to this Agreement in exercising any right or remedy given under this Agreement, or existing at law or in equity, will not constitute a waiver, or preclude the exercise of that or any other right or remedy.  Unless otherwise explicitly provided, no remedy under this Agreement is intended to be exclusive of any other available remedy, but each remedy will be cumulative and will be in addition to other remedies available under this Agreement or existing at law or in equity.

(h)
Counterparts.   This Agreement may be executed in counterparts, all of which taken together will constitute one agreement binding on all the parties, notwithstanding that both parties are not signatories to the original or the same counterpart.

(i)
Third Party Beneficiaries.  Nothing in this Agreement will be construed to expand the liability of Freddie Mac or the Servicer beyond what Freddie Mac or the Servicer has specifically assumed under this Agreement by creating rights of any third party in any rights under this Agreement.  None of the provisions of this Agreement will be for the benefit of, or enforceable by, any creditors of the parties.  Except as expressly set forth in this Agreement, no third parties will be entitled to rely on the terms or conditions of this Agreement for any purpose.

(j)
Governing Law.  This Agreement will be construed, and the rights and obligations of Freddie Mac and the Servicer under this Agreement will be determined, in accordance with federal statutory or common law (“federal law”).  Insofar as there may be no applicable rule or precedent under federal law, the local law of the Commonwealth of Virginia will be deemed reflective of federal law.  The parties agree that any legal actions between Freddie Mac and the Servicer will be originated in the United States District Court in and for the Eastern District of Virginia, and the Servicer hereby consents to the jurisdiction and venue of that court in connection with any action or proceeding initiated concerning this Agreement.
(k)
Termination of Agreement.  The Servicer’s appointment as Servicer under the terms of this Agreement will be terminable in accordance with the Guide.  Notwithstanding anything to the contrary in the Guide, Freddie Mac will give the Servicer and Borrower not less than 30 days prior written notice of any such termination; provided however if the Guide is supplemented by chapters added to the Guide by Freddie Mac to address the Freddie Mac single family rental program and Freddie Mac determines the Guide will control the servicing of the Loan without reference or incorporation of this Agreement, Freddie Mac will notify the Servicer of such determination and upon delivery of such determination, this Agreement will automatically terminate and the Guide will control the servicing of the Loan in its entirety.  

(l)
Servicer Resignation.  The Servicer will have the right, upon no less than 30 days prior written notice to Freddie Mac and Borrower, to resign as Servicer under this Agreement, provided that no such resignation will be effective unless and until Freddie Mac has appointed a successor servicer with respect to the Loan and such successor servicer will have agreed in writing to be bound by the duties and obligations of the Servicer hereunder and under the Guide. Upon the effective date of any such resignation, ________________________’s obligations under this Agreement will terminate.  

[SIGNATURES APPEAR ON FOLLOWING PAGE]

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth above.

FEDERAL HOME LOAN MORTGAGE

CORPORATION 
By:______________________________________

Name:


Title:


__________________________________________,

as Servicer

By:______________________________________

Name:


Title:

SCHEDULE 1


EXHIBIT A

(Quarterly Data Report)

The following will be delivered in Microsoft Excel format or such other format as determined to be acceptable by Freddie Mac

The sheet will include the FM loan number and date of the relevant information

For each property the following fields will be provided:

· Property ID

· Property Street Address

· Property City

· Property State

· Property zip code

· Unit number, if applicable

· Vacant (Y/N)

· Tenant last name

· Tenant first name

· Monthly base rent

· Other tenant fees paid (text as required)

· Concessions (text as required)

· Tenant Move in date

· Tenant Lease – start date

· Tenant Lease – end date

· Tenant current (Y/N)

· Tenant last rent paid

EXHIBIT B

(Annual Inspection Form)

Attached
EXHIBIT C

(Watchlist Parameters)

WL. Single Family Rental Finance Watchlist Criteria
Last Updated June 2015
	Code
	Guideline
	Review Guideline
	Release Guideline

	
	Financial Conditions
	
	

	A
	Delinquent principal and interest payments.
	More than one payment past due.
	Payments are paid current.

	B
	Delinquent taxes.
	Servicer has knowledge of a material amount of
taxes and are more than 60 days past due.
	Taxes are brought current including all interest and penalties.

	C
	Delinquent or forced placed insurance.
	Property or liability coverage is more than 60
days delinquent or forced placed and unpaid principal balance is deemed material.
	Receipt of proof of satisfactory property or liability
(general and excess) insurance in force.

	D
	Outstanding servicing advances.
	More than 30 days delinquent.
	Servicing advances have been repaid.

	E
	Fixed rate loan debt service coverage ratio
decrease from debt service coverage ratio based on normalized net cash flow (1) from last
operating statement.
	20% decrease from last normalized operating
statement debt service coverage ratio.
	Debt service coverage ratio above the last normalized operating statement debt service coverage ratio.

	F
	Fixed rate loan debt service coverage ratio
decrease from debt service coverage ratio based on normalized net cash flow (1) from
underwriting.
	20% decrease from underwritten debt service
coverage ratio.
	Debt service coverage ratio above the underwritten debt service coverage ratio.

	G
	Floating rate loan debt service coverage ratio
based on normalized net operating Income (2) from last operating statement (covering a minimum number of months as determined by the Servicer) or the most recent trailing 12 months normalized net operating income.
	20% decrease from underwritten debt service
coverage ratio.
	Debt service coverage ratio above the underwritten debt service coverage ratio.

	H
	Defaulted or matured senior lien and/or
mechanics lien in excess of 5% of unpaid principal balance or Defaulted, matured, or discovery of previously undisclosed, subordinate lien including mezzanine debt.
	Notice is received by Servicer.
	Default cured or lien paid off.  Loan assumed by
subordinate lienholder or mezzanine debt is approved by the Servicer.

	
	Borrower Conditions
	
	

	I
	Substantive required repairs reserved for at
closing or otherwise disclosed to Servicer not completed by due date.
	If required repair is not completed within 60 days
following the due date (including extensions approved by Servicer) and is deemed material.
	Satisfactory verification that repairs have been completed.

	J
	Occurrence of servicing trigger event in the
mortgage loan documents (for example: springing lockbox, required loan pay down, excess cash trap).
	Any occurrence.
	Cure of the event that required action under the
mortgage documents, or satisfying relevant mortgage loan provisions, or after 6 consecutive payments without delinquency, or the establishment of reserve, letter of credit or lockbox.

	K
	Expiration of Ground lease within 6 months or
ground lease default.
	Any occurrence.
	New lease or option has been exercised.

	
	Property Conditions/issues
	
	

	L
	Inspection reveals poor or not accessible
condition (if access is required).
	10% of inspected properties per loan are rated
poor condition.
	Determination by Servicer in its discretion that
property deficiencies have been cured.

	M
	Inspection reveals potentially harmful
environmental issue.
	Servicer becomes aware in ordinary course of
an inspection.
	Determination by Servicer in its discretion that
property deficiencies have been cured.

	N
	Property affected by major casualty or
condemnation proceeding affecting future cash flows.
	Servicer becomes aware of a casualty or
condemnation equal to the lesser of 10% of unpaid principal balance or $500,000.
	Determination by Servicer in its discretion that all
necessary repairs have been completed satisfactorily or that condemnation proceedings have been completed and that the asset can perform at satisfactory levels.

	
	Rollover and Vacancy
	
	

	O
	Occupancy decrease.
	Reported occupancy 80% or below.
	When condition no longer exists.

	
	Maturity
	
	

	P
	Pending loan maturity.
	Maturity date is less than 90 days in the future.
	Until loan is extended, paid off, or for anticipated
repayment date loans, no other Watchlist trigger or event has occurred.

	
	Other
	
	

	Q
	Any other situation that indicates an increased
level of default risk that may create potential losses to investors.
	Servicer discretion.
	Determination by Servicer in its discretion that
property deficiencies have been cured.

	R
	Delinquent homeowners association dues.
	Delinquent homeowners association dues in a
super priority state of property(ies) with a BPO
value of $500,000 or greater.
	Determination by Servicer in its discretion that
property deficiencies have been cured.

	S
	Failure to submit financials and/or rent rolls
	2 consecutive reporting periods without
submitted documents
	Submission of documents


NOTES:
1. Net cash flow is defined as net operating income less capital expenditures.
2. Net operating income is defined as gross rents less operating expenses.
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