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PREFACE

The Uniform Single Audit Program for Mortgage Bankers was intro-
duced in 1965 by the Mortgage Bankers Association of America (MBA)
and subsequently revised in 1975 and 1983. The program has been revised
again to reflect changes in the mortgage banking industry and in servicing

_technology, and has been renamed the Uniform Single Attestation Program

for Mortgage Bankers (USAP) because it now involves an examination
engagement performed in accordance with Statements on Standards for
Attestation Engagements (SSAE), specifically, SSAE No. 3, Compliance
Attestation (AICPA, Professional Standards, vol, 1, AT sec. 500). The
USAP was rewritten in cooperation with the American Institute of Certified
Public Accountants (AICPA).

The purpose of the revised approach is to provide investors in residen-
tial mortgage loans with assurance relating to management’s written asser-
tion about a servicing entity’s! compliance with the minimum servicing
standards set forth in the USAP by the MBA. These standards, which were
identified by members of MBA's Audit and Internal Controls Subcommit-
tee with the assistance of representatives from the secondary market agen-
cies, independent CPAs, and industry leaders, establish the compliance
criteria against which a servicing entity’s management and the independent
certified public accountant (CPA) will report. Each standard represents a
specific minimum requirement with which a servicing entity is expected to
be in material compliance, The type and extent of procedures to be
performed by the CPA to examine and report on management’s written
assertion about a servicing entity’s compliance with these standards is the
responsibility of the CPA.

Potential users of the USAP Report include all parties with an interest
in management’s assertion about a servicing entity’s compliance with the
minimum servicing standards and, specifically, those to whom the mort-
gage servicer is obligated, through contractual agreement, to fumish a copy
of the Report. Reporting under the USAP, therefore, is mandated by the
terms of a servicing entity’s agreements including its investor servicing
agreements and, possibly, agreements with creditors, regulators and poten-
tial acquirers of mortgage servicing rights. However, because these parties
may have different interests and concerns about a servicing entity’s opera-
tions, the USAP was written to address compliance criteria related to
residential mortgage loan servicing.

1 Terms defined in the glossary (Appendix A) are in boldface type the first
time they appear in the Program.



Because the minimum servicing standards in the USAP include many,
but niot all, of the servicing requirements generally required by investors, it
does not purport to address all aspects of an entity’s servicing operations.
Management and CPA reports under the USAP, therefore, provide no
assurance regarding a servicing entity’s compliance with any standards,
controls, and requirements that are not identified in the minimum servicing
standards. Certain investor and governmental requirements may either be
more restrictive or involve more areas of compliance than the minimum
servicing standards. However, the USAP standards are intended to repre-
sent commonly required minimum servicing standards that: (1) satisfy the
primary need of the user to obtain a minimum level of assurance concerning
compliance by a servicing entity with those standards, and (2) can serve as
criteria for a management assertion that can be examined and reported on
by a CPA on a cost-effective basis.

The USAP Report differs from a report issued under Statement on
Auditing Standards (SAS) No.70 , Reports on the Processing of Transac-
tions by Service Organizations (AICPA, Professional Standards, vol. [,LAU
sec, 324), and is not a substitute for such a report. SAS No. 70 reports are
intended to provide CPAs of investor organizations with information about
a servicing entity’s control structure policies and procedures that might
affect an investor organization's financial statements. They provide assur-
ance that a servicing entity’s description of its control structure policies and
procedures is fairly presented, that the policies and procedures have been
placed in operation as of a specified date, and that the policies and proce-
dures are suitably designed to achieve specified control chjectives. Such
information enables an investor organization CPA to obtain a sufficient
understanding of the internal control structure of the investor organization
to plan the audit. Some SAS No. 70 reports include a description of tests of
the operating effectiveness of a servicing entity’s control structure policies
and procedures. When such policies and procedures are operating effec-
tively, the investor organization CPA may be able to reduce his or her
assessment of control risk for certain financial statement assertions. In
contrast, USAP Reports are intended to provide investors in loans with
assurances about compliance with specific minimum residential loan sery-
icing standards.

vi



INTRODUCTION

1. Concept of a Uniform Single Attestation Program

The concept of a uniform single attestation program involves the
acceptance by different users of a single CPA report on management’s
written assertion about a servicing entity’s compliance with the minimum
servicing standards in the USAP. A single program precludes the need for
several compliance reporting programs to be developed by a number of
different users.

2. Management’s Representations

SSAE No. 3 requires that the CPA obtain a written assertion and letter
of representation from management. Management’s written assertion about
a servicing entity’s compliance with the minimum servicing standards in
the USAP is the basis for testing and, therefore, is integral to the perfor-
mance of the engagement and the CPA’s rendering of an opinion. See
Exhibit I for an illustrative management assertion and Exhibit II for an
illustrative management representation letter.

3. Qualifications of Independent Certified Public Accountant

To be acceptable, the USAP must be performed by a CPA who complies
with the applicable provisions of the public accountancy law and rules of
the jurisdiction in which the CPA is licensed. The CPA must meet applica-
ble continuing professional education requirements and quality control
standards, must participate in a practice monitoring program comparable to
those prescribed by the AICPA, and must be independent of the servicing
entity as defined and interpreted under the Code of Professional Ethics of
the AICPA.

4. Standards for Acceptability

The USAP must be performed by a CPA in accordance with SSAE
No. 3. In accepting the USAP Report, each user recognizes that it relates to
a servicing entity’s compliance with the minimum servicing standards in
the USAP and not to compliance with specific servicing agreements. See
Exhibit I for an illustrative CPA report.

5. Report to Users

A servicing entity shall send to each user a copy of the USAP Report
resniting from the performance of the USAP, The Report shall be submitted
to users within ninety (90) days of the end of the servicing entity’s reporting
period.



SSAE No. 3 addresses circumstances in which noncompliance by a
servicing entity would require modification of the CPA’s report (seeqf 61
et seq.).

6. Reporting Exceptions

The CPA’s report pursuant to an examination engagement under SSAE
No. 3 includes an opinion on management’s assertion regarding a servicing
entity’s compliance with the minimum servicing standards in the USAP.
Consequently, unlike an agreed-upon procedures engagement under SSAE
No. 3, specific findings (or “exceptions”) are not reported under the USAP
unless the CPA concludes that management’s assertion is not fairly stated
in all material respects.

7. Sampling

In accordance with SSAE No. 3, the CPA determines the proceduresto
be performed and evaluates the sufficiency of the evidence obtained using
professional judgment. When exercising such judgment, the CPA may
consider the guidance of SSAE No. 1 (AICPA, Professional Standards, vol.
1, AT sec. 100) and SAS No. 39, Audir Sampling (AICPA, Professional
Standards, vol. 1, AU sec. 350).

8. Timing

Although it is intended that the USAP Report will relate to a period
covering twelve months, there may be circumstances in which a twelve-
month period is not covered. The USAP Report could, for example, relate
to compliance during an interim period between a servicing entity’s fiscal
year-end and a new USAP reporting-period end in the year such a change
is made. The pericd covered by the USAP shall be stated in both manage-
ment’s assertion and the CPA's report.

9, Role of Internal Auditor's Work

The CPA’s examination of management’s assertion under the USAP
may consider evidence produced by the internal audit function to the extent
permitted by SAS No. 65, The Auditor’s Consideration of the Internal Audit
Function in an Audit of Financial Statements (AICPA, Professional Stand-
ards, vol. 1, AU sec. 322).

10. Planning Considerations

SSAE No. 1 (AICPA, Professional Standards, vol. 1, AT sec. 100.28-
32) provides guidance on planning attestation engagements. The CPA may
wish to consider the following matters when planning the engagement:

B Certain populations of transactions may be subject to more than one
minimum servicing standard. Accordingly, it may be more efficient

2



[

to apply related procedures to the attributes of a common sample of
transactions. For exarmnple, selecting a sample of mortgage payments
subject to the deposit, posting, allocation, and investor remittance
process might be more efficient than selecting separate samples for
each attribute.

® Efficiency might be gained by performing some portion of the work
at an interim date. For example, tests might be applied to applicable
populations of transactions as of an tnterim test date with additional
testing through the end of the period covered by management’s
assertion,

11. Effective Date

The effective date for application of the USAP is for management
assertions made about entities’ compliance with the minirum servicing
standards for fiscal periods ending -on or after December 15, 1995, with
earlier application encouraged.



MINIMUM SERVICING
STANDARDS

CUSTODIAL BANK ACCOUNTS

1

3.

Reconciliations shall be prepared on a monthly basis for all custo-
dial bank accounts and related bank clearing accounts, These
reconciliations shall:

M be mathematically accurate;

M be prepared within forty-five (45) calendar days after the cutoff
date;

W be reviewed and approved by someone other than the person
who prepared the reconciliation; and

B document explanations for reconciling items. These reconciling
items shall be resolved within ninety (90) calendar days of their
original identification.

Funds of the servicing entity shall be advanced in cases where there
is an overdraft in an investor’s or a mortgagor's account.

Each custodial account shall be maintained at a federally insured
depository institution in trust for the applicable investor.

Escrow funds held in trust for a mortgagor shall be returned to the
mortgagor within thirty (30) calendar days of payoff of the mort-
gage loan,

MORTGAGE PAYMENTS

1

Mortgage payments shall be deposited into the custodial bank
accounts and related bank clearing accounts within two business
days of receipt.

Mortgage payments made in accordance with the mortgagor’s loan
documents shall be posted to the applicable mortgagor records
within two business days of receipt.

Meortgage payments shall be allocated to principal, interest, insur-
ance, taxes or other escrow items in accordance with the mortga-
gor’s loan documents.

Mortgage payments identified as loan payoffs shall be allocated in
accordance with the mortgagor’s loan documents.

5
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DISBURSEMENTS

1.

2.

6.

Disbursements made via wire transfer on behalf of a morigagor or
investor shall be made only by authorized personnel.

Disbursements made on behalf of a mortgagor or investor shall be
posted within two business days to the mortgagor's or investor’s
records maintained by the servicing entity. )

. Tax and insurance payments shall be made on or before the penalty

or insurance policy expiration dates, as indicated on tax bills and
insurance premium notices, respectively, provided that such sup-
port has been received by the servicing entity at least thirty (30)
calendar days prior to these dates,

Any late payment penalties paid in conjunction with the payment
of any tax bill or insurance premium notice shall be paid from the
servicing entity’s funds and not charged to the mortgagor, unless
the late payment was due to the mortgagor’s error or omission.

Amounts remitted to investors per the servicer’s investor reports
shall agree with cancelled checks, or other form of payment, or
custodial bank statements,

Unissued checks shall be safeguarded so as to prevent unauthorized
access,

INVESTOR ACCOUNTING AND REPORTING

1.

The servicing entity’s investor reports shall agree with, or reconcile
to, investors’ records on a monthly basis as to the total unpaid
principal balance and number of loans serviced by the servicing
entity.

MORTGAGOR LOAN ACCOUNTING

1

The servicing entity’s mortgage loan records shall agree with, or
reconcile to, the records of mortgagors with respect to the unpaid
principal balance on a monthly basis.

. Adjustiments on ARM loans shall be computed based on the related

mortgage note and any ARM rider.

Escrow accounts shall be analyzed, in accordance with the mort-
gagor's loan documents, on at least an annual basis.

. Interest on escrow accounts shall be paid, or credited, to mortgagors

in accordance with the applicable state laws. (A compilation of state
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laws relating to the payment of interest on escrow accounts may be
obtained through the MBA’s FAX ON DEMAND service. For
more information, contact MBA.)

Vi. DELINQUENCIES

1. Records documenting collection efforts shall be maintained during
the period a loan is in default and shall be updated at least monthly.
Such records shall describe the entity’s activities in monitoring
delinquent loans including, for example, phone calls, letters and
mortgage payment rescheduling plans in cases where the delin-
quency is deemed temporary {e.g., illness or unemployment).

VII. INSURANCE POLICIES

1. A fidelity bond and errors and omissions policy shall be in effect
on the servicing entity throughout the reporting period in the
amount of coverage represented to investors in management’s
assertion,



EXHIBIT I

EXAMPLE MANAGEMENT ASSERTION!

[Letterhead of XYZ Mortgage Company]

As of and for the [period] ended [date], XYZ Mortgage
Company has complied” in all material respects with
the minimum servicing standards set forth in the Mort-
gage Bankers Association of America’s Uniform Single
Attestation Program for Mortgage Bankers. aAs of and
for this same period, XYZ Mortgage Company had in ef-
fect a fidelity bond and errors and omissions policy
in the amount of [specify amount].

Name and Title’

Date

1 Asspecified in § 11a of SSAE No. 3, if the CPA’s reporf is intended for
general use (including “all investors in loans being serviced by a servicing
entity’), management's assertion should be both in a representation letter to
the CPA (Exhibit I} and in a separate report (i.e., management’s assertion,
Exhibit I that will accompany the CPA’s report. Management's assertion can
set forth the specific minimum servicing standards or make reference to the
document containing the minimum servicing standards (that is, the MBA’s
USAP).

2 Management should appropriately modify its assertion for matters of material
noncompliance and include a description of such noncompliance.

3 The assertion should be signed by members of management who are
responsible for and knowledgeable, directly or through others in the
organization, about the matters covered by the assertion. Normally, the chief
executive officer, the chief financial officer, and/or the chief servicing officer
should sign the assertion.



EXHIBIT 1l

EXAMPLE MANAGEMENT REPRESENTATION LETTER

[Letterhead of XYZ Mortgage Company)

[Addressed to CPA)

In connection with your examination of our assertion
that XYZ Mortgage Company complied with the minimum
servicing standards in the Mortgage Bankers Associa-

tion of America’s Uniform Single Attestation Program
for Mortgage Bankers (USAP) as of and for the [pe-

riod] ended [date], we recognize that cobtaining repre-
sentations f£rom us concerning the information
contained in this letter is a significant procedure
in enabling you to express an opinion on management’s
assertion about compliance with the minimum servicing
standards. Accordingly, we make the following repre-
sentations, which are true to the best of our knowl-
edge and belief in all material respects:

1. We are responsible for complying with the minimum
gervicing standards in the USAP.

2. We are responsible for establishing and
maintaining an effective internal control
structure over compliance with the minimum
servicing standards.

3. We have performed an evaluation of XYZ Mortgage
Company’'s compliance with the minimum servicing
standards.

4, As of and for the ([periocd] ended [date], XYZ
Mortgage Company has complied with the minimum
servicing standards. [This assertion should be
modified as necessary to identify any
noncompliance.]!

1 Any instances of material noncompliance should be explained here orin a
separate addendum to this letter.



We have disclosed to you all known noncompliance
with the minimum servicing standards.

We have made available to you all documentation
related to compliance with the minimum servicing
standards.

We have made the following interpretation of the
minimum servicing standard related to... [This
assertion should state management‘s interpretation
of any compliance requirements that have varying
interpretations.)

We have disclosed any communications from
regulatory agencies, internal auditors, and other
practitioners concerning possible noncompliance
with the minimum servicing standards, including
communications received between [specify the end
of the period addressed in management’s assertion
and the date of the CPA’'s repoxt].

We have disclosed to you any known noncompliance
occurring subsequent to [specify period covered by
management’s assertion].

Name and Title?

Date

2 As specified in§ 9 of SAS No. 19, Client Representations (AICPA, Profes-

sional Standards, vol. 1, AU sec. 333), the representation letter should be
signed by members of management whom the CPA believes are responsible
for and knowledgeable, directly or through others in the organization, about
the matters covered by the representations. Normally, the chief executive offi-
cer, the chief financial officer, and/or the chief servicing officer should sign
the representation letter.



EXHIBIT I
EXAMPLE CPA REPORT'
Independent Accountant’s Report

To XYZ Mortgage Company:

We have examined management’s assertion about XYZ
Mortgage Company'’'s compliance with the minimum servic-
ing standards identified in the Mortgage Bankers Asso-
ciation of America’s Uniform Single Attestation
Program for Mortgadge Bankers (USAP) as of and for the
[period] ended [date] included in the accompanying
management assertion. Management is responsible for
XYZ Mortgage Company’'s compliance with those minimum
servicing standards. Our responsibility is to express
an opinion on management’s assertion about the en-
tity’'s compliance based on our examination.

Qur examination was made in accordance with standards
established by the hmerican Institute of Certified
Public Accountants and, accordingly, included examin-
ing, on a test basis, evidence about XYZ Mortgage Com-
pany’s compliance with the minimum servicing
standards and performing such other procedures as we
considered necessary in the circumstances. We believe
that our examination provides a reasonable basis for
our opinion. Our examination does not provide a legal
determination on XYZ Mortgage Company’s compliance
with the minimum servicing standaxds.

In our opinion, management’s assertion that XYZ Mort-
gage Company complied with the aforementiocned minimum
servicing standards as of and for the [period] ended
[date] is fairly stated, in all material respects.

1 9 61 et seq. of SSAE No. 3 address circumstances in which the CPA should
modify the standard report. .



APPENDIX A

GLOSSARY

Cutoff Date

The date as of which a bank account is reconciled every month. It may,
or may not, coincide with a prescribed investor reporting date but shall
be consistent from period to period.

Material Compliance

Paragraphs 35 and 36 of SSAE No. 3 provide guidance on the factors
the CPA should take into account when making judgments about an
entity’s compliance with the minimum servicing standards in the
USAP.

Servicing Entity

An entity that is engaged in servicing residential mortgage loans.
Residential mortgage loan servicing involves performing certain loan
administration functions, including collecting mortgage payments, dis-
bursing principal and interest payments to investors, maintaining tax
and insurance escrow accounts, and managing delinquent loans and
foreclosed properties. The entity performs these functions for a fee on
behalf of investors in loans, pursuant to its investor servicing agree-
ments.

USAP Report

The report that shall be furnished to investors upon completion of the
USAP engagement and is comprised of management’s assertion (see
Exhibit I} and the CPA’s report (see Exhibit ITT).



