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408.01 General Administrative Requirements

408.01A Administration of Funds

The Servicer must:

®m administer and manage funds or collateral under all Collateral
Agreements; and

m ensure that any disbursements of funds, or other collateral
releases or reductions, are:

® approved only for valid reasons;
® appropriately documented; and

e consistent with the provisions of the Collateral Agreement
and this Section.

408.01B Funds to be Held in a Custodial Account

The Servicer must deposit funds held under a Collateral
Agreement in a Custodial Account that meets the requirements of Part V,
Chapter 3: Custodial Accounts.

408.01C Use of Funds

Funds must be used only for the purposes stated in the Collateral
Agreement, and must not supplement a partial P&l payment or cover any
other Borrower obligation unrelated to the primary purposes of the Collateral
Agreement.

408.01D Funds as Additional Security for Mortgage Loan

All funds or other collateral held under a Collateral Agreement
constitute additional security for the Borrower’s obligations under the Note
and the other Loan Documents. In the event of a default under the Loan
Documents, Fannie Mae reserves the right to apply (or direct the Servicer to
apply) the funds or other collateral held under any Collateral Agreement in
any manner allowed under the terms of such Collateral Agreement.

Following a default, unless instructed by Fannie Mae, the Servicer must
not:

m release any funds or other collateral held under a
Collateral Agreement;

= apply any funds or collateral to the repayment of the
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Mortgage Loan; or

= reimburse itself from such funds or collateral for any
expenses or losses incurred by the Servicer.

408.01E Servicer’s Fees and Costs

If the Collateral Agreement contemplates the payment of fees or
costs by the Borrower, the Servicer may collect and retain such fees or costs
for its own account, adhering to any specific billing provisions of the
Collateral Agreement. Any fees or costs retained by the Servicer must be
reasonable in relation to the nature and scope of the services provided by or
on behalf of the Servicer. The Servicer must not use any of the funds or
other collateral held under the Collateral Agreement to cover such fees or
costs. However, the Servicer may deduct such fees or costs from any
disbursement of funds to the Borrower, provided such disbursements, fees,
and costs are permitted under the Collateral Agreement, or if the Borrower
otherwise agrees in writing.

408.01F Waiver or Modification of Terms of Collateral Agreement

Except as noted in this Chapter, the Servicer must not waive or
modify the terms of any Collateral Agreement.



Glossary
B

Borrower

C

Collateral Agreement

Custodial Account

L

Loan Documents

Person who is the obligor per the Note.

Synonyms
* Borrowers
* Borrower's

Agreement granting a security interest in Mortgage Loan
collateral not covered by the Security Instrument.

Synonyms
* Collateral Agreements

Accounts established by the Servicer for depositing
P&l payments, T&l funds, Collateral Agreement
deposits, and other similar funds.

Synonyms
 Custodial Accounts

All Fannie Mae-approved documents evidencing,
securing, or guaranteeing the Mortgage Loan.

Synonyms

* Loan Document

* Mortgage Loan Document
* Mortgage Loan Documents




Mortgage Loan

Note

P&l

S

Servicer

Mortgage debt obligation evidenced, or when made will
be evidenced, by

* the Loan Documents, or

* a mortgage debt obligation with a Fannie Mae credit
enhancement.

Synonyms
* Mortgage Loans
» Mortgage Loan's

Instrument evidencing a Mortgage Loan obligation,
including
* Form 6010 series,
« any other Fannie Mae-approved note, and
« all applicable
- addenda,
- schedules, and
- exhibits.

Synonyms
* Notes

Principal and interest

Primary Person servicing the Mortgage Loan, including
* the originator,

* seller, or

* a third party.

Synonyms
 Servicers
» Servicer's
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