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THE GOVERNMENT NATIONAL
MORTGAGE ASSOCIATION

March 2, 1999
99-09

MEMORANDUM FOR:  All Participants in G nnie Mae Prograns

FROM CGeorge S. Anderson, Executive Vice President

SUBJECT: Reduction in the M ni mum Nunber and Dol | ar Anpbunt of
Loans Permtted in Certain G nnie Mae Pool s

G nni e Mae announces a change to the m ni mum nunber of | oans
it permts in certain Gnnie Mae pools. The announcenent results
from Congress raising the nmaxi mum | oan anmount it permts FHA to
insure. This announcenent applies to all pools except
multifam |y, manufactured housing and serial note pools.
Effective immediately, G nnie Mae requires that affected G nnie
Mae pools or |oan packages, except for pools issued through
housi ng bond financing progranms, contain a mnimmof three
| oans. Therefore, G nnie Mae has renoved the Loan Package Tabl e
contained in the Gnnie Mae Il Quide and is in the process of
removing it fromthe G nni eNET software. Additionally, Gnnie
Mae is elimnating the requirenment that no | oan may represent
nore than 20 percent of the original principal amount of a pool.
However, the m ninmum dollar amount in which a pool may be issued
remai ns unchanged. For exanple, the mninmumissue anount of a
standard G nnie Mae | single famly (SF) pool remains one mllion
dol |l ars.

G nnie Mae al so announces revisions to its pooling
requi renents for pools of single famly | oans created through
state and | ocal housi ng bond-financing prograns. These revisions
will also be effective imediately.

G nnie Mae is reducing the m ni mum pool size to $25, 000 for
pools of single famly | oans created through housing
bond-fi nanci ng progranms (BFPs) and backi ng securities
hel d by Bond Trustees. In addition, the m ni mum nunber of | oans
required for BFP pools submtted through both the G nnie Me
and Gnnie Mae Il Customprograns is reduced to one. |ssuers
will be required to certify that a pool is collateral for a BFP
if the pool does not satisfy standard m ni mum pool and | oan
requi renents of the Gnnie Mae | and G nnie Mae || prograns.
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Currently, G nnieNET Version 5.1 will not accommobdate the
above changes. Therefore, pools containing these |loans will have
to be submtted in hard copy formuntil G nnieNET Version 5.2 is
avai l able. Processing tine will be ten business days after
recei pt of the pool package. W expect G nni eNET Version 5.2 to
be avail able this nonth.

Any questions regarding this nmenorandum shoul d be addressed
to your Account Executive in the Ofice of Custonmer Service at
(202) 708-1535.



Section 1-9(C) (continued

Section 1-9(C) (continued

(2)

(3)

(4)

()

(6)

(7)

The issuer collects the mortgagors’ monthly principal,
interest, and escrow payments and all other
payments and recoveries with respect to the pooled
mortgages and deposits them into the pool's P&l and
escrow custodial accounts. The issuer makes all
required payments to security holders so as to assure
that the security holders receive by the 15th of each
month (or, in the case of securities issued in book-
entry form with an issue date of October 1, 1998 or
later, on the next business day if the 15" is not a
business day) payment of principal and interest to
which they are entitled. In case of shortfalls in
collections on the mortgage loans, the issuer must
pay from its own funds amounts necessary to fully
fund the payments due security holders. (See
Chapter 15)

Each month the issuer submits an accounting report
for each pool to Ginnie Mae. (See Chapter 17)

Each month the issuer reports each pool's aggregate
remaining principal balance, as of the end of the
preceding month, to Ginnie Mae. This is the basis for
the calculation of the monthly payment to the security
holder. (See Chapter 19)

The issuer maintains a security holder’s registry for
each of its pools and reports to the CPTA requests
for the issuance of certificated securities, requests for
transfers of certificated securities, and claims due to
missing or damaged certificates. (See Chapter 12)

The CPTA issues and transfers Ginnie Mae MBS
according to instructions received from the issuer,
security holders, or securities dealers, maintains a
central registry of all outstanding Ginnie Mae pools,
and deals with claims due to missing or damaged
certificates. (See Chapter 12)

The issuer may pledge its servicing rights to a
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1-10: POOL TYPES AND
MINIMUM SIZES

secured party or effect one or more of the following

transfers:
document

transfer
custodian

custodial

accounts;
responsibilities;

transfer
transfer

subcontract servicing responsibilities; and transfer
issuer responsibility. (See Chapter 21)

The different Ginnie Mae pool types and

are shown in this table.

minimum pool sizes

Pool Type Acr onym M ni mum Pool Size
Single Family Level SF $1, 000, 000
Paynment Mortgages
(%$25,000 for state
or | ocal housing
bond fi nanci ng
progranms. See
Section 23-
2(B)(3))
Buydown Mortgages BD $500, 000
G aduat ed Paynent GP, Gr $500, 000
Mor t gages
G owi ng Equity GA @D $500, 000
Mor t gages
Serial Notes SN $2, 500, 000
Manuf act ured Home VH $500, 000
Loans
Proj ect Loans PL, PN, $250, 000
LM LS
Construction Loans CL, CS $250, 000
Dat e:
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Section 23-2 (continued)

(B) Pool Requirements

Section 23-2(B)(4)

(1)

(2)

(3)

(4)

Number of loans:

As of the date of issue, each SF pool must include at
least 3 loans; .

Minimum pool balance:

As of the date of issue, each SF pool, except as
provided in paragraph (3) below, must have an
original principal amount of at least $1,000,000.

State or local housing bond financing programs:

Pools with an original principal amount of less than
$1,000,000 and fewer than 3 loans are permissible if
the securities are to be used as collateral for a bond
financing program (BFP). It is the intent that the
securities will be held by the trustee for the bond
program. As part of the pool package for such a
pool, the issuer must submit to the PPA a certification
for a BFP. If the pool is ever traded in the secondary
market, purchasers must be provided with a letter
stating that the underlying mortgages were part of a
mortgage revenue bond program and the security
holder may experience different prepayment
characteristics, than is customary.

A pool issued as part of a particular BFP must have
a minimum original principal amount of $25,000.
Each pool submitted under this paragraph must
contain at least one loan.

Maturity:

To ensure reasonable homogenentity among pools of
loans:
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(continued)

(@)

(b)

()

At least 80 percent of the original principal
amount of each pool must be in mortgages
with maturities within 30 months of the latest
mortgage maturity.

At least 90 percent of the original principal
amount of the pool must be in mortgages with
maturities of 20 years or more, except as
provided in paragraph (c) below.

Ginnie Mae will allow the mortgages in a pool
to have a uniform maturity of less than 20
years if at least 90 percent of the original
principal amount of the pool is in mortgages
with the same original term (e.g., 15 years),
that original term is the longest term of any
loan in the pool, and the following special
disclosure requirements are met:

() The issuer must disclose the following
in writing to the securities dealer or
other first purchaser:

(aa) that the pool differs in maturity
composition from Ginnie Mae’s
normal requirements;

(bb)  the longest term of any loan in
the pool; and

(cc) that loans comprising at least
90 percent of the original
principal amount of the pool
have that term.

(i) The issuer must obtain from the
securities dealer or other first
purchaser written confirmation that
these required disclosures have been
made and are acceptable.
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Section 23-3 (continued)

(B) For Approval by PPA
and Ginnie Mae

The SF pool documents required for approval by Ginnie Mae
are the same as those discussed in Section 10-3, except

that the issuer must also submit:

Q) Unless the pool is submitted by GinnieNET 5.1, a
prospectus, form HUD 11717 (Appendix 1V-2), which
must be modified, if appropriate, in accordance with

Section 23-2(B)(4)(c)(iii).

(2) For bond financing program pools under $1,000,000,
the certification required pursuant to Section 23-

2(B)(3).

The following table lists the pool documents required by the

PPA for approval of SF pools:

DOCUMENT NANME FORM NUMBER APPENDI X
Schedul e of Subscribers and HUD 11705 111-6
G nni e Mae Quaranty/ Contract ual
Agr eenent
Schedul e of Pool ed Mortgages HUD 11706 -7
Mast er Servici ng Agreenent HUD 11707 -1
Mast er Agreenent for Servicer's | HUD 11709 11-2
Princi pal and Interest
Cust odi al Account
Mast er Agreenents for HUD 11720 111-3
Servicer's Escrow Cust odi al
Account s
Mast er Custodi al Agreenent HUD 11715 111-4
Prospectus (unl ess submtted by | HUD 11717 1 V-2
G nni eNET 5. 1)
For BFB pool s, the
certification required by
Section 23-2(B)(3)

Dat e:
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Section 27-3 (continued)

(B) For Approval by PPA
and Ginnie Mae

The SN pool documents required for approval by Ginnie Mae
are the same as those discussed in Section 10-3, except
that the issuer must also submit a prospectus, form HUD
1734 (Appendix IV-5),.unless the pool is submitted by

GinnieNET 5.1.

The following table lists the pool documents to be sent to the
PPA for approval of SN pools by Ginnie Mae.

DOCUVENT NANVE FORM NUVBER APPENDI X
Schedul e of Subscribers and HUD 11705 111-6
G nni e Mae
Quar ant y/ Cont r act ual
Agr eenent
Schedul e of Pool ed Mortgages HUD 11706 -7
Mast er Servici ng Agreenent HUD 11707 -1
Mast er Agreenent for HUD 11709 11-2
Servicer's Principal and
I nterest Custodial Account
Mast er Agreenents for HUD 11720 111-3
Servi cer's Escrow Custodi al
Account s
Mast er Custodi al Agreenent HUD 11715 111-4
Prospectus (unl ess subnmitted HUD 1734 I V-5
by G nni eNET 5. 1)

Dat e:
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27-4: THE SECURITIES

Preparation and delivery of the securities are described in
Chapter 12. This section describes additional requirements
for issuers of securities backed by SN pools.

Until further notice, Serial Notes for which pools are
submitted using GinnieNET 5.1 will be issued initially in
certificated book-entry form. Serial Notes for which pools
are submitted using paper submission will be issued initially
in fully-registered, certificated form.

Payment of interest must be made by the 15th of each
month or, if made by electronic transfer and the 15th day is
not a business day, on the first business day following the
15th day of each month on all outstanding Serial Notes.
Payment of principal must be made when accumulated
scheduled principal, and unscheduled recoveries of
principal, is sufficient to retire a Serial Note unit or units in
sequential order.

Each issue will consist of at least 100 consecutively
numbered units of equal amounts. The principal amount of
each serial unit must be $25,000, except for the last unit,
which may be in a principal amount greater than $25,000 but
less than $50,000. If Serial Notes are initially issued in book-
entry form, the CPTA will issue to the depository one Serial
Note certificate for each serial unit. Otherwise, a single
Serial Note certificate may represent one or more
consecutively numbered serial units.

The maturity date of a Serial Note issuance will be the
maturity date of the last serial unit to mature that is included
in that issue, based on the amortization of the mortgage pool
assuming no unscheduled recovery of principal.

Exanple: Serial Note Unit 37 is part
of a $2,500,000, 9% pool wth 100
$25, 000 units. Seri al Note 37
($25,000) will be paid principal only
after the preceding 36 Serial Notes
(36 x $25,0000 = $1,550,000) have
been paid in full. That is,
$1,575,000 will have to be paid on
the nortgages in order for Serial
Note 37 to be retired. Assumi ng no
prepaynents or other early recovery
of principal on the nortgages, Serial
Note 37 wll pay off in 246 nonths.

GNVA 5500. 2
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5-3.

REQUI REMENTS FOR SINGLE FAM LY POOLS AND LOAN PACKAGES.

Each single famly custom pool nust contain an aggregate
princi pal balance at the date of issue of at |east $1, 000, 000,
(except as noted in sections 5-3(e) and 5-3(1) of this Cuide,
referenci ng APM and nortgage revenue bond pools). Each |oan
package for a nultiple issuer pool nust contain an aggregate
principal balance at the date of issue of at |east $250,000 in
nort gages which nust neet the follow ng requirenents.

a. Maturity Requirenents.

Custom pool s or | oan packages nust consist of nortgages
wth maturities that are all owabl e under the FHA, VA, or
RHS progranms. However, to assure reasonabl e honpgeneity
anmong pools, at |east 90 percent nust be in nortgages with
maturities of 20 years or nore; in addition, at |east 80
percent of the original principal anpbunt of each custom
pool nust be in nortgages with maturities within 30 nont hs
of the latest |oan maturity (not applicable for nmultiple

i ssuer | oan packages). GNMA will allow the nortgages to
have a uniformmaturity of |ess than 20 years (e.g. |5-
year | oans), provided the special disclosure requirenments
specified in section 5-3k below are net.

b. Interest Rate. Each nortgage in a pool or |oan package
must bear a rate of interest at |east 50 basis points
hi gher but not nore than |50 basis points higher than the
face rate of interest of securities backed by the pool or
| oan package. The nortgages may not be subject to changes
ininterest rate during their life, (except for APM | oans,
see Section 5-7). Wen loans with different face interest
rates are included in the same pool or |oan package, the
i ssuer nust specify the weighted average interest rate, as
described in Appendix |2, in the preparation each nonth of
the formHUD || 71 OA for the pool or |oan package.

C. Anortization. Each nortgage in a pool or |oan package
nmust provide for repaynment in equal nmonthly install nments.

5-3



GNVA 5500. 2

d.

Del i nquency Status. No nortgage may be nore than two
nont hs del i nquent as to | oan paynents as of the date of
i ssue of the securities. (For exanple, for securities
with an issue date of August 1, all |oan paynents due

t hrough June 1 nust have been paid.)

Nunber of Loans. As of the issue date, a pool or |oan
package nust include at |east three |oans.

Loan Anobunts. The original principal anount of any

i ndi vidual Toan nmay not exceed $203, 000, except that
loans: (1) may be in such higher anobunts as are
established for a particular area by HUD pursuant to
section 203(b)(2) or section 220(d)(3)(A) (i) of the

Nati onal Housing Act; (2) may be in such higher anmounts on
properties located in Al aska, Guam or Hawaii as are
within the limts established by HUD pursuant to section
214 of the National Housing Act; and (3) if a Section 184
| oan, may be in such anmount as pernltted by the Secretary
of Housing and Urban Devel opnent.

Ineligible Mrtgages. Loans for the purpose of financing
buiTders” i1 nventories, including operative buil der,

bui | der/investor, and escrow conm tnent procedure | oans,
are not eligible for pools.

Exenpted fromthe above, however, are 203(k)
Rehabilitati on Home Mortgages nade to investors or

bui | der/rehabbers under the escrow conmm tnment procedure
program These | oans are eligible for pooling only under
the Gnnie Mae Il nultiple issuer program

Al so prohibited are | oans originated at contract rates

whi ch would result in a prem umprice being paid at

i ssuance for a pool conposed of such loans if the
borrowers have been provided with a verbal or witten
understandi ng that their |oans may be refinanced (or
solicited for refinancing) at a |l ower contract rate at
sonme future date. The understanding in such cases between
the | ender and the borrower is not prem sed on a change in
market rates in the intervening period. This provision is
not intended to prevent any

5-4



GNVA 5500. 2

(2) The issuer shall disclose in witing to the
securities dealer or other first purchaser of the
securities that the pool differs in maturity
conmposition from GNMA's nornmal requirenents, and
shal | disclose the |ongest termof any loan in the
pool and that at |east 90 percent of the principa
amount of the loans in the pool have that term

(3) The issuer shall obtain fromthe dealer to which
the securities are sold (or fromany other first
purchaser) witten confirmation that the above
requi red di scl osures have been nmade and are
accept abl e.

(4) In the case of custom pools, the issuer shall type
the following text on the front page of the standard
f orm prospect us:

"Thi s pool contains nortgages with maturities
different fromthose required under GNMA' s
standard program requirenents.”

(5 In the case of nultiple issuer pools, GNVA all ows
issuers to pool loans with maturities different from
those normally required. To participate in such
pools, issuers follow, in addition to steps (1) and
(2) above, all the regular procedures for nultiple
i ssuer pools.

State or | ocal housing bond financing prograns: Pools
with an original principal anount of Tess than $1, 000, 000
and fewer than 3 | oans are perm ssible provided the
securities are to be used as collateral for a bond
financi ng program (BFP) sponsored by a local or State
housi ng financi ng agency. Beneficial interest in the
securities nmust be held by a trustee who maintains a
correspondent relationship with a PTC participant. The

i ssuer nmust submit to the PPA a certification stating that
the pool is being issued as collateral for a BFP and the
intent is that the Gnnie Mae Securities will be held by
the Trustee for the bond programand will not trade during
the tinme the bonds remain outstanding. A pool issued as
part of a particular BFP nust have a m ni num ori gi nal
princi pal anpbunt of $25,000 and nust contain at |east one
| oan.

If this pool is ever traded in the secondary narket
purchasers nust be provided with a letter stating that the
under | yi ng nortgages were part of a nortgage revenue bond
program and the security hol der may experience different
prepaynent characteristics, than is custonary.

GNVA 5500. 2
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PACKACES.

a. Gener al . This section provides eligibility standards,
in addition to those set forth in sections 5-2 and 5-3,
for graduated paynment nortgages (GPMs) to be included in
GNMA Il pools or |oan packages. Were the rule in this
section is different fromthe rule in section 5-2 or 5-3,
the rule in this section applies.

Each GPM custom pool nust contain an aggregate principa
bal ance at the date of issue of at |east $500,000. Each
| oan package in a multiple issuer pool mnust contain an
aggregate principal balance at the date of issue of at

| east $250, 000.

b. Eligible Mrrtgages. Two separate sub-prograns are
provi ded, as set forth below. The general requirenents
i sted bel ow nust be satisfied regardl ess of which sub-
programis used.

(1) Any GPM Il oan insured by FHA or guaranteed by VA with
an anortization plan approved by one of those
agenci es and whi ch otherw se neets the requirenents
of this sectionis eligible for pooling in this
program However, all nortgages within a single GPM
pool or |oan package nmust fall within one of the
foll ow ng sub-program categories, and such pools
shall be identified with the indicated two-letter
suffix in its pool nunber

GP Mort gages on which nonthly paynents increase
annually for no nore than the first five years.

Gr Mort gages on which nonthly paynents increase
annually for no nore than the first ten years.





