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Example 

Shown below is an example of a loan that funded and originated in the same calendar 
month, with the corresponding interest collections and interest due Freddie Mac. 

Interest from borrower 

 (Originated 3/9)     23 days:            $504.11 

Interest from us 

 (FM funded 3/30)   29 days:       

 

+   644.44 

Total interest collected (52):   =  $1,148.55 

Interest due us (30):                   

Interest income (22):                  =  $481.88 

-     666.67 

Reporting Variances 

A reporting variance occurs when the loan-level Amount Due you reported to us is 
different from the loan-level Amount Due we processed.  When there is a reporting 
difference we send you an edit report the following day.  After we complete our 
processing for the cycle, we summarize all the daily edits on the Loan Reconciliation 
Difference Report.  We suggest you use the Loan Reconciliation Difference Report when 
reconciling your custodial account.  You will also need your Loan-Level Missing Report 
if you had loans that were not reported on your original transmission. 

Differences Within Your Records 

A loan can have a difference between what you deposited and what you reported, AND 
between what you reported and what we processed.  If you have a difference between 
what you reported and what you collected, it will show up when you do your loan-level 
to cash receipts analysis.  Your Loan Reconciliation Difference Report will identify 
differences between what you reported and what we processed. 

An example is a loan that originated and funded in the same calendar month, and had the 
service fee input incorrectly resulting in an incorrect ANY and an error in interest due.  
There would be a difference between what you deposited and what you reported. There 
would also be a reporting difference between the interest you reported and the interest we 
processed.  In other words, one loan can cause more than one type of variance. 
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Using the Loan-Level Missing Report 

Record on the Current Cycle Variance Log for cash receipts the Amount Due for any 
loans that you did not initially report that you subsequently transmitted without any edits.  
These loans would have appeared on the Loan-Level Missing Report without an asterisk 
(*).  Record all amounts subsequently reported as positive numbers on your variance log. 

 Do not include loans without an asterisk if you deposited funds for the loan during 
the same cycle you are reconciling. 

 Do not include loans without an asterisk that were transmitted under an invalid 
loan number that you later retransmitted under the correct loan number.  The 
invalid loan number would have appeared with a 101 edit on the Edits to be 
Cleared Report, and again in Section 3 of the Loan Reconciliation Difference 
Report. 

 Do not include loans without an asterisk that were transmitted under a valid, but 
incorrect, loan number that you retransmitted later under the correct loan number.  
(This is due to a loan number being assigned to more that one loan on your 
system.)  The wrong loan number would have appeared with a 303 or 309 on the 
Edits to be Cleared Report and again in Section 1 or 2 of the Loan Reconciliation 
Difference Report. 

Using Sections 1 and 2 of the Loan Reconciliation Difference Report 

The amounts listed on the Loan Reconciliation Difference Report on the “LNH” line 
reflect what we processed.  The differences between what you reported and what we 
processed need to be carried on your Current Cycle Variance Log for cash receipts.  In 
most cases you can use the difference as it was calculated on the report.  The difference is 
calculated by subtracting what you reported from what we processed.  The transaction we 
used in this calculation is identified by an asterisk (*) in the “DIFF” column. 

Using Section 3 of the Loan Reconciliation Difference Report 

Record any amounts reported under invalid loan numbers that were not subsequently 
retransmitted under the correct loan number or processed by us for the same amounts in 
Section 1 of this report. 

Carry the adjustments using the amounts from this report, but reverse the sign.  The sign 
is reversed because we are returning this transaction to you.  Do not include amounts for 
loans you retransmitted under the correct loan numbers. 

Using Section 4 of the Loan Reconciliation Difference Report 

Record any amounts due you reported under invalid Servicer numbers that were not 
subsequently posted to your account as an adjustment. 

Carry the adjustments using the amounts from this report, but reverse the sign.  The sign 
is reversed because we are returning this transaction to you. 
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Review 

 A cash receipt is any transaction that increases your bank balance, and may 
include 

− Collections 

− Deposits 

− Bank credits 

− Journal entries 
 There are three steps involved in the process of analyzing cash receipts and the 

current Amount Due: 

1. Use the Cash Receipts to Current Amount Due Reconciliation Worksheet to 
calculate your cash receipts variance amount.  

2. Identify the transactions causing the variance. 
3. Record the outstanding items you identified in step 2 on a current cycle 

variance log. 

 A cash receipts variance occurs when the amount of your deposits for the cycle is 
not equal to the total amount due Freddie Mac for the cycle.  The total amount due 
us is comprised of loan-level transactions and other billings we processed. 

     Loan-level Amount Due 
      -  Change in Delinquent Interest  
     
      = Cash Receipts 

 + Change in Prepaid Interest     

    Cash Receipts 
      + Change in Delinquent Interest  

      = Loan-level Amount Due 
       - Change in Prepaid Interest  
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Introduction 
This chapter introduces the Custodial Account Review (CAR) and provides suggestions 
to maximize your CAR score. 

 

 

 

 

 

 

 

 

Objectives 
After completing this section, you will be able to: 

 Understand the Custodial Account Review (CAR)  

 Maximize Your CAR Score 
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Overview of the Custodial Account Review (CAR)  
The CAR is an analysis Freddie Mac performs of your principal and interest and escrow 
custodial account reconciliations to determine compliance with our requirements.  The 
process not only ensures our funds are safeguarded, but it can also help you better 
manage cash flow activities. 

When will I receive my CAR Request? 

We send letters every month to selected Servicers, on a random basis, to request a CAR.  
Therefore, you will not be informed in advance when you will receive a request letter.   

How will I know what to send in? 

Our request letter specifies which accounting cycle’s custodial account reconciliation to 
send in, and gives details as to what additional information we need to perform our 
review.  We also include a customer profile, a matrix of suggested documentation, and a 
checklist of our Single-Family Seller/Servicer Guide (Guide) requirements. 

What if I don’t have enough time to comply with the request? 

We request reconciliations that you should already have completed.  Therefore complying 
with our request should simply be a matter of copying the reconciliations and sending 
them in.  Remember, your custodial accounts must be reconciled within 45 days of the 
accounting cutoff. 

When will I receive the results of the review? 

We review reconciliation packages upon receipt.  You will receive a letter detailing our 
findings and overall CAR score within 60 days of receipt. 

What if I am not satisfied with the results? 

If you have any questions concerning your review, contact the Freddie Mac 
representative identified in the request letter.   
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Performance Profile Weightings 

Your CAR score places a 15% weighting on the cash management section of your 
Performance Profile.  The weighting of the Performing Loans metrics are as follows: 

Cash Management 

Shortage Percentage ...................................................30% 

CAR Score .................................................................15% 

Data Management 

% of Aged Applied Transaction in Error > 60 days ..15% 

Reporting Controls 

% of Transactions Reported in Error .........................25% 

% of Payoffs Average # of Days to Report Late ........15% 

For more information, refer to our publication, Servicer Performance Profile. 
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Maximizing Your CAR Score 
Below is an example of a list of checkpoints to help ensure your custodial account 
reconciliations and cash management practices are in compliance with Freddie Mac 
requirements.  This list is not all-inclusive and should not be the only control measure 
used to ensure proper performance.  Please refer to the Chapters 76 through 79 of the 
Guide for detailed information. 

Example: 

Required Documentation for P/I & Escrow Custodial Account 
Reconciliation Checklist 

 
All documentation must be submitted with your original package, failure to properly 

document your entries on forms 59 and 59E will impact your final score. 
 

Is your institution meeting the following requirements? 

Principal and Interest Custodial Account: 

� Completed Form 59, all sections must be filled out 

� Copies of bank statements for all three cycles being reviewed 

� 
All bank statement that cover the accounting cycle cutoff period between 15th of the 
month through the 16th of the following month for deposits in transit and outstanding 
debits 

� Final Monthly Account Statement for all three cycles requested 

� Delinquent interest and delinquent principal reports or spreadsheets for active and 
inactive mortgages if applicable as of the accounting cutoff  (dated) 

� Prepaid interest and prepaid principal reports or spreadsheets as of the accounting 
cutoff  (dated) 

� Freddie Mac’s minority principal and interest report if applicable 

� Completed Cumulative variance log for shortages and overages 

� 
Verification of variance corrections if there is a shortage or overage: bank 
statements or screen prints showing verification of the deposit or withdrawal 
correcting the variance within 90 days of the accounting cycle cutoff.  
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Documentation Matrix  

A documentation matrix for both principal and interest and escrow custodial accounts 
will also be enclosed with your CAR Request letter.  The matrix contains suggested 
documentation to support each line item on your custodial account reconciliation 
worksheets. In order to complete your custodial account review we must be able to see 
where you obtain the numbers used on your reconciliation worksheets. 

Please refer below for examples of the documentation matrix. 

Principal and Interest Custodial Account Documentation Matrix 
 Suggested Documentation for the Principal and Interest Custodial Account 

Reconciliation Worksheet 

 P&I Worksheet 
Section 

Item Required Documentation 

 Adjusted Bank 
Balance 

Bank Balance Bank Statement (Disclose all bank accounts 
where Freddie Mac has an interest.) 

  Deposits in Transit The following month's bank statement or the 
monthly collections report showing 
collections as of the cutoff that are deposited 
the first business day after the cycle being 
reconciled (two business days if you are 
using a lock box). 

  Outstanding Debits The following month’s bank statement or the 
monthly collections report showing 
withdrawals initiated as of the cutoff that are 
debited the first business day after the cycle 
being reconciled.   

Total Liability Total Amount Due 
Freddie Mac 

Ending balance of Monthly Account 
Statement.  Include a copy of the final 
Monthly Account Statement for the cycle 
reconciling. 

 Delinquencies 
(Cumulative total) 

Delinquent Interest on Active/Inactive 
Mortgages - Last page from delinquent report 
showing totals.  Indicate if the values are net 
or gross of servicing. 

  Delinquent Principal - Last page from 
delinquent report showing totals. 
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Suggested Documentation for the Principal and Interest Custodial Account 

Reconciliation Worksheet 

P&I Worksheet 
Section 

Item Required Documentation 

Total Liability Prepaids  
(Cumulative total) 

Prepaid Interest - Last page from Prepaid 
report showing totals. 

  Prepaid Principal - Last page from Prepaid 
report showing totals. 

 RTC Minority P&I Minority Principal and Interest - Copy of 
minority principal and interest bill for the 
cycle being reconciled. 

Variance (not all 
inclusive) 

Repurchases 

 

Copy of the cycle’s payoff report with the 
loan highlighted. 

 Newly Funded Loans Funding Detail Report 

 Investment Interest Copy of bank statement with amount 
highlighted. 

 Amortization 
differences 

Last page of schedule/report reflecting 
amortization differences. 

 Unidentified 
Variances 

Provide a bank statement showing 
verification of deposit/withdrawal correcting 
the variances. Any variance, even if 
unidentified, must be funded within 90 days. 
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Escrow Custodial Account Documentation Matrix 

Suggested Documentation for the Escrow Custodial Account Reconciliation 
Worksheet 

Escrow 
Worksheet 

Section 

Item Required Documentation 

Adjusted Bank 
Balance 

Bank Balance Bank Statement (Disclose all bank accounts 
where Freddie Mac has an interest.) 

 Deposits in Transit The following month's bank statement or the 
monthly collections report showing collections 
as of the cutoff that are deposited the first 
business day after the cycle being reconciled 
(two business days if you are using a lock box). 

 Outstanding Debits The following month’s bank statement or the 
monthly collections report showing withdrawals 
initiated as of the cutoff that are debited after 
the cycle being reconciled.   

Total Liability Escrow Balance Last page of the trial balance that supports the 
total escrow liability. 

 Negative Escrow 
Balance 
(If applicable) 

You are required to advance funds to maintain a 
positive escrow balance at all times.  Please 
provide supporting documentation for this 
activity such as the escrow trial balance or 
calculator tape of negative escrow balances with 
loans highlighted. 

 Suspense Last page of the trial balance that supports the 
total suspense liability. 

 Loans not included 
in the trial balance 
total 

Screen print of the loan history that verifies the 
escrow balance at time of cutoff. 

 Adjustments for 
other accounts 

Any other funds held on behalf of the borrower 
(for example, buydowns or replacement 
reserves).  Last page of the trial balance that 
supports the amount itemized. 
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Suggested Documentation for the Escrow Custodial Account Reconciliation 

Worksheet 

Escrow 
Worksheet 

Section 

Item Required Documentation 

Variance (not all 
inclusive) 

Posting error Copy of the transaction that was made in error 
with the documentation for the correcting entry. 

Unidentified variances Provide a bank statement showing verification 
of deposit/withdrawal correcting the variances.  
Any variance, even if unidentified, must be 
funded within 90 days. 
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Review 

 The Custodial Account Review (CAR) is an analysis Freddie Mac performs of 
your principal and interest and escrow custodial account reconciliations to 
determine compliance with our requirements. 

 We send letters every month to selected Servicers, on a random basis, to request a 
CAR.   

 We request reconciliations that you should already have completed. 

 We review reconciliation packages upon receipt.  You will receive a letter 
detailing our findings and overall CAR score within 60 days of receipt. 

 If you have any questions concerning your review, contact the Freddie Mac 
representative identified in the request letter.   
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Introduction 

This chapter explains why there are issues with odd due date mortgages and how to 
account for them on your custodial account reconciliation.  A mortgage with a payment 
due on any day other than the first of the month is referred to as an odd due date 
mortgage. 

 

 

 

 

 

 

 

 

Objectives 

After completing this section, you will: 

 Have a general understanding of odd due date mortgages 

 Be able to calculate the following for odd due date mortgages: 

− Prepaid interest collected 

− Monthly interest 

− Prepaid and delinquent interest adjustments 

− Daily interest for payoffs 
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Understanding Odd Due Date Mortgages 

A mortgage with payments due on the first day of the month is referred to as a first-of-
the-month due date mortgage.  The majority of mortgages originated have a payment due 
date on the first of the month.  For example, if a mortgage has a payment due date of the 
1st day of each month, then the April payment is due on April 1.   

A mortgage with payments that are due on any day other than the first day of the month is 
referred to as an odd due date mortgage.  For example, if a mortgage has a payment due 
date on the 10th day of each month, then the April payment is due on April 10.  Thus an 
odd due date mortgage, because the payment due date is not on the 1st day of each 
month. 

Definitions: Payment Due Date and Payment-Received Date 

It is the payment due date, not the payment received date that determines a first-of-the-
month or odd due date mortgage. 

 The payment due date is the effective date stated on the note on which the 
payment is due every month. 

 The payment-received date is the date on which the payment is actually received 
from the borrower. 

Example:  Due and Received Dates for a First-of-the-Month Mortgage 

The following example explains the payment due date and payment received date for a 
mortgage with a first-of-the-month due date. 
A mortgage has a payment due date of the 1st day of each month.  You automatically draft 
the payment from the borrower’s account each month.  The April payment is due on April 
1, but you collect and apply the payment after the 1st. This is a first-of-the-month due 
date, even though the payment received date is after the 1st of every month. 

Example:  Due and Received Dates for an Odd Due Date Mortgage   

The following example explains the payment due date and payment received date for a 
mortgage with an odd due date. 
A mortgage has a payment due date of the 25th  You automatically draft the payment from 
the borrower’s account after the 25th of the month.  The April payment is due on April 25, 
but you collect and apply the payment on May 1.  This is an odd due date even though the 
payment received date is the 1st of May. 

Why do Odd Due Date Mortgages Cause a Cash Flow Variance?  

A cash flow variance is created by odd due date mortgages since the interest due period is 
different than for a first-of-the-month mortgage.  The interest due Freddie Mac is based 
on the same time period as a first-of-the-month mortgage.  
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Determining Interest Due Freddie Mac  

When reporting to Freddie Mac, we assume a first-of-the-month due date.  Interest due 
Freddie Mac is determined the same way for both first-of-the-month and odd due date 
mortgages. The following are some general rules: 

 Monthly interest is calculated based on the previous month’s ending balance 
(UPB). 

 The interest in arrears method is used. 

 The monthly interest calculation is based on a 12-month calendar and 360-day 
year.  The monthly interest always corresponds to the interest due for the previous 
calendar month. 

 Daily interest due for payoffs is calculated from the first of the month up to, but 
not including, the payoff date. 

Determining Interest Due from the Borrower  

While reporting and remitting to Freddie Mac is not affected by the payment due date, the 
corresponding cash flow from the mortgage is.  Interest due from the borrower is 
determined the same way for both first-of-the-month and odd due date mortgages.  The 
difference is the time period covered. 

 Monthly interest is calculated based on the previous month’s ending balance. 

 The interest in arrears method is used. 

 The monthly interest calculation is based on a 12-month calendar and 360-day 
year.  The interest will only correspond to the previous calendar month for a first 
of the month due date. 

 Daily interest due for payoffs is calculated from the due date of last paid 
installment (DDLPI) up to, but not including, the payoff date.  For a first of the 
month mortgage the DDLPI would be the first of the month. 

Principal and Interest Adjustments 

Since you report to Freddie Mac as if a loan had a first-of-the-month due date, but 
calculate the amount due from the borrower based on the actual due date, you need to 
make adjustments to the principal and interest (P&I) custodial account for interest due on 
odd due date mortgages when: 

 Interest is deposited for new fundings 

 Delinquent and prepaid interest are calculated 

 Interest is deposited for payoffs 
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New Funding and Adjustments for Odd Due Date Mortgages 
When there is a new funding that is an odd due date mortgage, you must calculate an 
amount of adjustment to make to your principal and interest custodial account.  

Interest Deposit Required for Odd Due Date Mortgages  

For a first-of-the-month due date mortgage, you need to fund the custodial account for a 
month’s interest if the mortgage originates with the borrower in the same calendar month 
as you sell the mortgage to Freddie Mac (“funding”). 

For an odd due date mortgage, you need to fund the custodial account if the first payment 
is due in the calendar month after we purchase the loan.  If there is a scheduled payment 
in the month of funding, you need to withdraw funds.  For more information, refer to the 
examples provided later in this chapter.  

If the first payment is due Then you 

The same month the mortgage funded,  Withdraw the portion of the first payment that 
represents interest for the previous calendar 
month.  

The month after funding Deposit interest to cover the number of days 
from the first day of the month of funding to 
the first day covered by interest by a 
scheduled payment. 

Source of Funds for Adjustment 

The sources of funds used to make a deposit for an interest adjustment for an odd due 
date mortgage are the same as for a first-of-the-month due date mortgage.  The sources 
are as follows: 

 The interest we paid to you when you sold the mortgage to Freddie Mac 

 The prepaid interest you collected from the borrower at origination (you need to 
advance for calculated differences) 
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Interest Collected from Freddie Mac at Funding 

When you sell a mortgage to Freddie Mac, we pay you interest from the first of the month 
through the day prior to funding, regardless of the actual payment due date or interest-
paid-to-date. 

We do this because in the following calendar month you will report a full month’s 
interest to us for the calendar month of funding.  The interest payment to you at funding 
reimburses you for the number of days in the calendar month we did not own the 
mortgage.  Interest is calculated on a 365-day year.  Following are examples of interest 
we pay for new fundings. 

If a mortgage funds on the  Then we pay you 

14th 13 days interest 

1st No interest 

31st 30 days interest 

Prepaid Interest Collected from the Borrower 

The first payment will include the interest due starting one month prior to the first 
payment due date.  You collect interest from the borrower from the day of closing 
through the day prior to one month before the first payment due date.  Examples are 
provided below. 

For a more detailed understanding of interest collected at closing, please refer to 
Determining Prepaid Interest Collected in this chapter. 

If a mortgage settles 
on 

And the first 
payment is due 

Then you collect 
interest from 

And the first 
payment is for 

4/5 6/1 4/5 - 4/30 6/1 includes interest 
for 5/1 - 5/31. 

 
4/5 5/5 None 5/5 includes interest 

for 4/5 - 5/4. 

 
4/5 5/10 4/5 - 4/9 5/10 includes interest 

for 4/10 - 5/9. 
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Adjustments to the Custodial Account  

Deposits to the principal and interest custodial account are necessary to cover the amount 
of interest due Freddie Mac that will not be included in the borrower’s next payment.  
Withdrawals are necessary to cover the amount of interest that is NOT due Freddie Mac, 
which will be included in the borrower’s next payment. 

Odd Due Date Mortgage with First Payment Due the Month of Funding 

If a payment is due the same month we fund a loan, part of that scheduled payment will 
be for the previous calendar month and will need to be withdrawn. 

 Calculate the share of the interest for the current calendar month by subtracting 1 
from the payment due date and dividing by 30.  For example, if the payment due 
date is the 10th, then 9/30ths of the payment is for the current month’s interest.  

 Subtract the results of Step 1 from 30/30 to get the share of the interest for the 
previous calendar month.  For example, a loan with a payment due date on the 10th 
would have 21/30th (30/30 less 9/30) of the interest for the previous calendar 
month. 

 Withdraw from the custodial account the share of interest for the previous 
calendar month. 

Adjustments for a First-of-the-Month Due Date Mortgage 

You must deposit 30 days of interest into the custodial account for a first-of-the-month 
due date mortgage if it settles and funds in the same calendar month. 

However, when a mortgage originates on the first day of the month and the first payment 
is due on the first day of the following month, then the first payment will provide the 
interest for the calendar month of funding and no adjustment is necessary. 
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Example:  Same Month Origination and Funding for First-of-the-Month 
Due Date Mortgage 

Shown below is an example of adjustments that are required to the principal and interest 
custodial account for a first-of-the-month mortgage that originates and funds in the same 
calendar month.  Statistics for this example are: 

 The mortgage originated on April 5 

 We funded the mortgage on April 20 

 The first payment due date is June 1 
 
 
 
 
 
 
 
 April May June 

 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 
                 
                 
                 
                 
   
  
 
 
 
 
     26 days of April interest collected at closing from the borrower 

= 45 days of April interest collected 
+ 19 days of April interest collected from us at funding 

 
    30 days of April interest due to us at the May accounting cycle 

=   0 days of April interest must be deposited into the principal and interest account 
+   0 days of April interest will be due with the first payment 

 
    45 days of April interest collected 

=  15 days interest income to you 
-   30 days of April interest must be deposited into the principal and interest account 

26 days of April 
interest 

19 days of April 
interest 

Prepaid at closing Paid by us 

30 days of 
May interest 

June 1 
payment 
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Adjustments for Odd Due Date Mortgages with the First Payment Due 
the Month After Funding  

If the first payment is due in the calendar month after we purchase the loan, part of the 
first scheduled payment will be for the calendar month of funding, but it will not cover 
the entire month.  The difference needs to be deposited.  To calculate how much to 
deposit perform the following steps. 

 Calculate the share of the interest not covered by the first payment by subtracting 
1 from the payment due date and dividing by 30.  For example, if the payment due 
date is the 10th then 9/30ths of the month’s interest will not be covered by the first 
payment, and 21/30ths will.  

 The amount correlating to the percentage not covered by the first payment needs 
to be deposited into the custodial account (9/30ths of the monthly interest in this 
example). 
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Example:  Odd Due Date Mortgage with Payment Due the Month 
Following Funding  

Shown below is an example of an odd due date mortgage with a first payment due the 
month following funding.  Statistics for this example are 

 The mortgage funded on April 20 and the first payment is due May 10. 

 The mortgage originated April 5. 

 Nine days of interest must be deposited into the principal and interest account. 

 The May 10 mortgage payment includes 9 days of May interest and 21 days of 
April interest. 

 Nine days of interest must be adjusted. 
 
 
 
 
 
 
 April May June 
 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 
                 
                 
                 
                 
   
  
 
 
 
 
 

 
     5 days of April interest collected at closing from the borrower 

= 24 days of April interest collected 
+ 19 days of April interest collected from us at funding 

 
   30 days of April interest due to us at the May accounting cycle 

=   9 days of April interest must be deposited into the principal and interest account 
-  21 days of April interest will be due with the first payment 

 
   24 days of April interest collected 

= 15 days interest income to you 
-    9 days of April interest must be deposited into the principal and interest account 

  
 

5 days of April 
interest 

19 days of 
April interest 

21 days of April 
interest 

9 days of May 
interest 

May 10 payment 

Prepaid at closing Paid by us 
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Example:  Odd Due Date Mortgage with First Payment and Funding in 
the Same Month  

Shown below is an example of an odd due date mortgage for which the first payment and 
funding occur in the same month.  Statistics for this example are: 

 The mortgage funded on May 5. 

 The first payment is due May 5. 

 26 days of interest must be withdrawn from the principal and interest account (if 
the May payment is deposited in full). 

 The May 5 payment includes 4 days of May interest and 26 days of April interest. 

 26 days of April interest must be adjusted. 
 
 
 
 
 
 
 April May June 

 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 
                 
                 
                 
                 
   
  
 
 
 
 
 

 
    4 days of May interest is collected at funding 

= 8 days of May interest collected 
+ 4 days of May interest is collected with the May payment 

= 4 days of interest income to the Servicer 
-  4 days of May interest  deposited with the May payment  

 
     0 days of April interest is due to us 

= 26 days of April interest must be withdrawn (if the May 5 payment is deposited in  
         full) from the principal and interest account 

-  26 days of April interest is due with the May payment 

 
 
 

0 days of April 
interest  

4 days of May 
interest  

Prepaid at closing Paid by us  

26 days of April 
interest  

4 days of May 
interest  

May 5 payment  
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Determining Prepaid Interest Collected  

This following compares the calculations and time periods for the prepaid interest you 
collect from the borrower at the time of mortgage origination (settlement) for both first-
of-the-month and odd due date mortgages. 

Prepaid Interest 

At mortgage origination, interest is collected for the time period beginning with the 
settlement date up to, but not including, the first payment due date.  This is often called 
prepaid or per diem interest collected at closing.  The settlement date and the first 
payment due dates are used to determine prepaid per diem interest. 

Definitions:   Settlement Date and First Payment Due Date 

The definitions for settlement date and first payment due date are provided below: 

 The settlement date is the date of the mortgage note, also known as the origination 
date. 

 The first payment due date is the date that the borrower’s first monthly installment 
of principal, interest, and, if applicable, escrow is due.  This date is documented 
on the mortgage.  

First Payment Due Date for First-of-the-Month Mortgages 

The maximum number of days allowed between mortgage origination and the first 
payment due date is 62.   

First-of-the-month mortgages usually have the first payment due on the first day of the 
calendar month two months after the origination month.   

 Mortgages that originate in April have the first payment due June 1. 

 Mortgages that originate in May have the first payment due on July 1. 
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First Payment Due Date for Odd Due Date Mortgages 

The first payment due date for an odd due date mortgage is determined differently than 
for a first-of-the-month due date mortgage.  The first payment due date is based on either 
the settlement date or a specific calendar date. 

If the first payment due date will be on the same calendar date in the following month as 
the settlement date, the borrower does not have to pay prepaid interest at settlement.  The 
following table provides examples of first payment due dates based on the settlement 
date. 

If a mortgage settles on Then the first payment is due on 

April 5 May 5 

April 16 May 16 

The following tables provide examples of first payment due dates based on specific 
calendar dates.  

If a mortgage will have payments due 
on the 10th of the month and the 
mortgage settles on 

Then the first payment is due on 

April 5 May 10 (June 10 will be past the 62 day 
maximum) 

April 11 June 10 

April 21 June 10 

 
 

If a mortgage will have payments due 
on the 20th of the month and the 
mortgage settles on 

Then the first payment is due on 

April 5 May 20 

April 11 May 20 

April 21 June 20 
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Calculating the Amount of Prepaid Interest Collected from the Borrower 

The settlement sheet provided at settlement will list the actual dollar amount of prepaid 
interest collected from the borrower and the exact dates the interest covers. 

Following is the calculation for the amount of prepaid interest to collect from a borrower. 

Unpaid principal balance  x  Note Rate  x  Number of actual days from settlement to the 
end of the month (or period not covered by the first payment)  ÷  365 

 For a refinance, the calculation uses the number of actual days from settlement to 
after the rescission date. 

 The number of days of prepaid interest should be the number of days from (and 
including) the settlement date through (and including) the date that is one month 
and one day before the due date of the first monthly payment, up to but not 
including the first payment due date. 

Prepaid Interest Collected for a First-of-the-Month Due Date Mortgage 

The table below provides examples of the number of days of prepaid interest that are 
collected for first-of-the-month due date mortgages. 

If a loan originates 
on 

And the first 
payment is due on 

Collect interest for  For the period of 

April 5 June 1 26 days April 5 - 30  

April 29 June 1 2 days April 29 - 30  

May 5 July 1 27 days May 5 - 31  

Prepaid Interest Collected for an Odd Due Date Mortgage 

The table below provides examples of the number of days of prepaid interest that are 
collected from the borrower for odd due date mortgages. 

If a loan originates 
on 

And the first 
payment is due on 

Collect interest for For the period of 

April 5 May 5 0 days N/A 

April 5 May 19 14 days April 5 - 18 

May 5 July 10 5 days May 5 - 9  
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Summary 

The actual number of days of interest collected will vary depending on the settlement date 
and the first payment due date. 

Example:  First-of-the Month Due Date Mortgage  

The timeline below shows a first-of-the-month due date mortgage that settles on April 5, 
with a first payment due on June 1. 

 
 April May June 

 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 
                 
                 

                   
 
 
 
 
 
 
 
 
 

 

Prepaid at 
closing 

June 1 
payment 

26 days of April 
interest 

30 days of 
May interest 
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Example:  Odd Due Date Mortgage  

The timeline below shows an odd due date payment date that originates on April 5 with a 
first payment due on May 10th. 

 
 
 
 
 
 
 

 
 
 
 
 

 Five days of interest were prepaid at closing (April 5 through April 9). 

 The May 10 payment includes 30 days of interest from April 10 through May 9.  

 April May June 
 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 

                 
                 

                   

Prepaid at 
closing May 10 payment 

5 days of 
April interest 
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Determining Monthly Interest 

There are differences between the time periods covered by the monthly interest payment 
and the corresponding interest-paid-to-date for both first-of-the-month due date and odd 
due date mortgages. 

Monthly Interest Due from the Borrower  

You calculate monthly interest due from the borrower the same way for both first-of-the-
month due date mortgages and odd due date mortgages.   

 Monthly interest is calculated based on the balance after applying the previous 
month’s payment. 

 The interest in arrears method is used. 

 The monthly interest calculation is based on a 360-day year. 
 

The monthly interest calculation is: 
 Unpaid principal balance  x  Interest rate  ÷  12 

Time Period Covered by the Monthly Payment 

For both first-of-the-month due date mortgages and odd due date mortgages, monthly 
interest is calculated using 30 days, regardless of the number of actual days in the time 
period.  For example, monthly interest for February, March, and April is for 30 days each, 
even though the actual numbers of calendar days are different. 

Interest Included in the Payment 

The monthly payment includes interest for the calendar month through the day prior to 
the payment due date. 

A payment due on 

 May 1 includes interest from April 1 through April 30 

 June 1 includes interest from May 1  through May 31 

 June 10 includes interest from May 10  through June 9 

Interest-Paid-Through Date 

The interest-paid-through date on first-of-the-month and odd due date mortgages is the 
day prior to the due date of the last paid installment.  For a first-of-the-month due date 
mortgage, the interest-paid-through date is the last day of the previous calendar month.  
For a mortgage with a payment due date of the 10th of the month, the interest-paid-
through date is the 9th.  For a mortgage with a payment due on the 20th of the month, the 
interest-paid-through date is the 19th. 
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Examples:  Differences  

Following are two examples of monthly interest collected for odd due date mortgages.  
Both mortgages calculate interest for a 30-day period, however one due date is the 10th 
and one is the 20th of the month.  Since interest includes a total of 30 days, some for the 
previous calendar month and some for the current calendar month, the total monthly 
interest for a calendar month will be in two payments. 

Timeline Example  

The following timeline illustrates the different time periods covered by payments with 
different due dates.  The timeline shows the time periods covered for the April and May 
payments for mortgages with due dates on the 1st, 10th and 20th of the month. 

 
 

 March April May 
 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 20 

    April 10 payment         
      April 20 payment       

          May 1 payment     
            May 10 payment   
              May 20 payment 
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Example:  Payment Due on the 10th of the Month 

Shown below is a timeline illustrating the time period covered by a borrower’s April and 
May mortgage payments due on the 10th of the month. 

 
 
 
 
 
 
 
 
 

 March April May 
 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 20 

              
               

 
 
 
 
 
 
 
 
 

 The April 10 payment includes 21 days of March interest and 9 days of April 
interest. 

 The May 10 payment includes 21 days of April interest and 9 days of May 
interest. 

April 10 
payment May 10 

payment 

21 days of March 
interest 

21 days of April 
interest 

9 days of April 
interest 

9 days of May 
interest 
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Example:  Payment Due on the 20th of the Month 

Shown below is a timeline illustrating the time period covered by April and May 
mortgage payments due on the 20th of the month. 

 
 
 
 
 
 

 March April May 
 1 5 10 15 20 25 1 5 10 15 20 25 1 5 10 15 20 

               
               

           
 
 
 
 
 
 
 
 

 The April 20 payment includes 11 days of March interest and 19 days of April 
interest. 

 The May 20 payment includes 11 days of April interest and 19 days of May 
interest. 
 

April 20 payment 
May 20 

payment 

11 days of 
March interest 

11 days of 
April interest 

19 days of 
April interest 

19 days of May 
interest 
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Prepaid and Delinquent Interest Adjustments  

This following explains how odd due date mortgages impact delinquent and prepaid 
interest calculations.  Principal is not impacted regardless of the accounting method you 
use. 

Overview 

When you complete the Principal and Interest Custodial Account Reconciliation 
Worksheet you make an adjustment for delinquent and prepaid interest.  The adjustment 
for delinquent interest is necessary because you reported interest that has not been 
collected.  The adjustment for prepaid interest is necessary because you collected interest 
that has not been reported. 

Since the interest due reported to Freddie Mac is based on a first-of-the-month due date, 
there is a different time period for interest on an odd due date mortgage.  This difference 
requires an adjustment to your account for delinquent and prepaid interest on your 
Principal and Interest Custodial Account Reconciliation Worksheet. 

Two Methods 

Listed below are the two ways to account for odd due date mortgages when calculating 
delinquent and prepaid interest.  The first bullet is recommended. 

 Splitting the interest between calendar months.  

 Assigning the interest to a calendar month. 

Interest Splitting Method 

The interest splitting method involves splitting the interest portion of a payment to 
allocate part of the interest to the previous calendar month and part to the current calendar 
month.  Every odd due date mortgage will always have some delinquent or prepaid 
interest, even when it is current.   

Following is the interest allocation ratio for the current month.  
(The due date  -  1)  ÷  30 

 

Following is the interest allocation ratio allocated to the previous calendar month. 
(1  -  The current month ratio) 
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Example:  Interest Splitting Method   

The table below shows the interest split for payments with due dates of April 10 and 
April 20.  Each portion of the interest is allocated to the applicable month it accrued.  

 

If the due 
date is 

The current 
month allocation 
ratio is 

The previous 
month allocation 
ratio is 

The interest split is 

April 10 9 days (10-1) 
divided by 30 

(10-1)/30=9/30 

21 days 

1-(9/30)=30/30-
9/30=21/30 

9/30ths of the interest is 
April interest and 21/30ths 
of the interest is March 
interest 

April 20 19 days (20-1) 
divided by 30 

(20-1)/30=19/30 

11 days 

1- (19/30)=30/30-
19/30=11/30 

19/30ths of the interest is 
April interest and 11/30ths 
of the interest is March 
interest 

Delinquent and Prepaid Adjustment 

The interest portion of a payment received that is allocated to the month of the current 
cycle cutoff is carried as prepaid interest. The interest portion of a payment not received, 
that is allocated to the previous calendar month is carried as delinquent interest. 

For example, in the April cycle you are reporting March interest.  For a first-of-the-month 
due date mortgage, the entire interest amount is either prepaid or delinquent.  When you 
split the interest for an odd due date mortgage, you have to account for each part of the 
split according to the calendar month it is for. 

Example:  Payment Received  

Shown below is an example of a payment due in the April cycle with interest received as 
of the April cutoff. 

If the due date of last 
paid installment is 

And, as of the April 
accounting cutoff, the 
amount of March 
Interest received is 

Ten the amount of prepaid 
interest is 

April 1 All 30 days Zero. 

April 10 All 30 days, plus 9 days 
of April interest 

9 days.  (April interest is not 
reported until the May 
cutoff.) 
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Example:  Payment not Received  

Shown below is an example of a payment due in the April cycle with all or most of the 
interest not received as of the April cutoff. 

 

If the due date of last 
paid installment is 

And, as of the April 
accounting cutoff, the 
amount of March 
interest received is 

Then the amount of 
delinquent interest is 

March 1 0 30 days.  (March interest 
was reported at the April 
cutoff.) 

March 10 21 days 21 days.  (March interest 
was reported at the April 
cutoff.) 
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Example:  Next Reporting Cycle’s Payment Received as of Cutoff 

Shown below is an example of the interest from the next reporting cycle’s payment is 
received as of the April cutoff. 

 

If the due date of last 
paid installment is 

And interest collected by the 
April 15th cutoff is 

Then the amount of 
prepaid interest is 

May 1 one month of April interest  30 days.  (April interest is 
reported at May cutoff.) 

May 10 30 days of April interest, plus 
9 days of May interest 

39 days.  (April interest is 
reported at May cutoff 
and May interest is 
reported at June cutoff.) 

Field Explanations for Interest Splitting Chart 

The chart below provides explanations for the due date of last paid installment (DDLPI) 
fields in the Example Interest Splitting Chart shown on the next page. 

 
Field Explanation 

DDLPI is for previous cycle The payment due in the current cycle was not 
received as of the accounting cutoff.  For 
example, if it is the April cycle and the due date 
is the 1st, then the DDLPI is March 1.  If the due 
date is the 10th, the DDLPI is March 10; and if 
the due date is the 20th, the DDLPI is February 
20. 

DDLPI is for current cycle The payment due in the current cycle was 
received as of the accounting cutoff.  For 
example, if it is the April cycle and the due date 
is the 1st, then the DDLPI is April 1.  If the due 
date is the 10th, the DDLPI is April 10; and if the 
due date is the 20th, the DDLPI is March 20. 

DDLPI is for next cycle Payment due in the following cycle was 
received as of the accounting cutoff.  For 
example, if it is April cycle and the due date is 
the 1st, then the DDLPI is May 1.  If the due date 
is the 10th, the DDLPI is May 10; and if the due 
date is the 20th, the DDLPI is April 20. 
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Interest Splitting Chart Based on DDLPI as of the Accounting Cutoff  

The following chart specifies what the delinquent or prepaid interest due to Freddie Mac 
would be for each mortgage based on the DDLPI as of the accounting cutoff being 
reconciled.  The monthly interest for each mortgage is based on 30 days. 

 

Due 
Date 

April payment 
split is 

DDLPI is for 
previous cycle 

DDLPI is for 
current cycle 

DDLPI is for 
next cycle 

 March April DI PPI DI PPI DI PPI 
1 30 0 30 0 0 0 0 30 
2 29 1 29 0 0 1 0 31 
3 28 2 28 0 0 2 0 32 
4 27 3 27 0 0 3 0 33 
5 26 4 26 0 0 4 0 34 
6 25 5 25 0 0 5 0 35 
7 24 6 24 0 0 6 0 36 
8 23 7 23 0 0 7 0 37 
9 22 8 22 0 0 8 0 38 
10 21 9 21 0 0 9 0 39 
11 20 10 20 0 0 10 0 40 
12 19 11 19 0 0 11 0 41 
13 18 12 18 0 0 12 0 42 
14 17 13 17 0 0 13 0 43 
15 16 14 16 0 0 14 0 44 
16 15 15 45 0 15 0 0 15 
17 14 16 44 0 14 0 0 16 
18 13 17 43 0 13 0 0 17 
19 12 18 42 0 12 0 0 18 
20 11 19 41 0 11 0 0 19 
21 10 20 40 0 10 0 0 20 
22 9 21 39 0 9 0 0 21 
23 8 22 38 0 8 0 0 22 
24 7 23 37 0 7 0 0 23 
25 6 24 36 0 6 0 0 24 
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Interest Assigning Method 

The interest assigning method treats a payment due within an accounting cycle as if it 
were due the first of the month of the accounting cycle cutoff, with the interest for the 
previous calendar month.  When an odd due date mortgage is current, it will not have any 
delinquent or prepaid interest.  The difference in the amount deposited at funding for an 
odd due date mortgage will not be accounted for with the delinquent and prepaid interest 
using this method, and must be accounted for separately. 

Assigning Interest to a Calendar Month 

When accounting for odd due date mortgages by assigning interest to a calendar month, a 
payment due within a cycle is treated as being due on the first day of the month of the 
accounting cycle. 

Loans with Payments Due Between the 2nd and 15th  

For a mortgage with a payment due date between the 2nd and the 15th, the mortgage is 
reported as if the due date is the 1st of the same month and the interest is for the previous 
calendar cycle. 

Example:  April cycle mortgages with payments due between the 2nd 
and 15th 

 In the April cycle, March interest is reported.  A payment due April 10 is treated as a 
payment due April 1 and is accounted for as March interest. 

 For the custodial reconciliation, the interest is considered delinquent if the 
payment is not collected by the cutoff, and is considered prepaid if the payment 
due the following month is received by the accounting cutoff. 

 A payment due April 10 is treated as delinquent if it is not received by April 15.  
A payment due May 10 is treated as prepaid if it is received by April 15. 

Loans with Payments Due Between the 16th and the End of the Month 

For a mortgage with a payment due date between the 16th and the end of the month, the 
mortgage is reported as if the due date is the 1st of the following month and the interest is 
for the same calendar month that the payment is due. 

Example:  April Cycle - Mortgages with Payments Due Between the 16th 
and the End of the Month 

In the April cycle, March interest is reported.  A payment due April 20 is treated as a 
payment due May 1, and is accounted for as April interest.  This is not reported to 
Freddie Mac until the May cutoff.  The payment that was due March 20 was for March 
interest and is reported to us in April. 
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 For the custodial reconciliation, the interest is considered delinquent if the 
payment is not collected by the cutoff, and is considered prepaid if the payment 
due the following month is received by the accounting cutoff. 

 A payment due March 20 is treated as delinquent if it is not received by April 15.  
A payment due April 20 is treated as prepaid if it is received by April 15. 

Custodial Account Discrepancies 

The custodial account will stay in balance until a mortgage pays off.  The amount of 
interest collected from a borrower at the time of payoff may be different than the amount 
of interest due to us.  The amount of interest collected depends on the timing of the 
payment date and the payoff date. 

 For mortgages with a payment due date of the 2nd through the 15th, less interest is 
collected from the borrower than is due to Freddie Mac. 

 For mortgages with a payment due date from the 16th through the end of the 
month more interest will be collected from the borrower than is due to Freddie 
Mac. 

If the previous calendar month includes Then 

30 days There will be no difference. 

31 days An extra day’s interest must be collected. 

29 days (leap year) You will be short one day’s interest. 

28 days You will be short 2 day’s interest. 
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Determining Interest Collected 

To determine differences in the amount of interest collected, use the calculations 
provided in the following table. 

 

If the payment due 
date is 

Then use this formula to calculate  the interest collected 
difference: 

Between the 2nd - 15th 
and the payoff is in on 
or after the due date 

1 - Due date = Number of days of difference in collected 
interest 

Note:  There will be a shortage. 

Between the 2nd - 15th 
and the payoff is before 
the due date 

1 - Due date + Number of days in previous month - 30 = 
Number of days of difference in collected interest 

Note:  There will be a shortage. 

After the 15th and the 
payoff is after the 15th 

31 - Due date = Number of days of difference in 
collected interest  

Note:  There will be an overage. 

After the 15th and the 
payoff is before the 15th 

31 - Due date + Number of days in previous month - 30 
= Number of days of difference in collected interest 

Note:  There will be an overage. 
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Examples: Differences in Interest for Mortgages Due the 2nd - 15th 
Refer to the following tables for examples of determining differences in interest collected 
for mortgages with a due date between the 2nd and the 15th. 

Due date 
between 
the 2nd 
and the 
15th  

Payoff date on or after 
the due date 

Calculation for the difference 
in interest collected is:  

1  -  The due date  

Difference in 
days of 
interest 
collected  

5th  7th  1-5 (4) 

10th  12th  1-10 (9) 

15th  15th  1-15 (14) 

 

Due date 
between 
the 2nd 
and the 
15th  

Payoff date before the 
due date  

Calculation for the difference 
in interest collected is: 

(1  -  The due date)  +  
(Number of days in the 
previous month  -  30) 

Difference in 
days of 
interest 
collected 

5th  In March  (1-5) + (28-30) (4) + (2) = (6) 

10th In March (1-10) + (28-30)  (9) + (2) = (11) 

15th  In March  (1-15) + (28-30) (14) + (2) = 
(16) 

5th  In March in leap years (1-5) + (29-30) (4) +(1)=(5) 

10th In March in leap years (1-10) + (29-30) (9) + (1) = (10) 

15th  In March in leap years (1-15) + (29-30) (14)+(1)=(15) 

5th  In Jan., Feb., Apr., June, 
Aug., Sept., Nov. 

(1-5) + (31-30) (4) + 1=(3) 

10th  In Jan., Feb., Apr., June, 
Aug., Sept, Nov. 

(1-10) + (31-30) (9) + 1=(8) 

15th  In Jan., Feb., Apr., June, 
Aug., Sept, Nov. 

(1-15) + (31-30) (14)+ 1=(15) 

5th  In May, July, Oct., Dec. (1-5) + (30-30) (4) + 0=(4) 
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Due date 
between 
the 2nd 
and the 
15th  

Payoff date before the 
due date  

Calculation for the difference 
in interest collected is: 

(1  -  The due date)  +  
(Number of days in the 
previous month  -  30) 

Difference in 
days of 
interest 
collected 

10th In May, July, Oct., Dec. (1-10) + (30-30) (9) + 0=(9) 

15th  In May, July, Oct., Dec. (1-15) + (30-30) (14)+ 0=(14) 

 

Examples: Differences in Interest for Mortgages Due After the 15th   

Refer to the following tables for examples of determining differences in interest collected 
for mortgages with a due date after the 15th. 

 
Due date 
after the 
15th  

Payoff date is before 
the 15th   

Calculation for the difference 
in interest collected is: 

(31 - The due date) 
 + (Number of days in the 
previous month  -  30) 

Difference in 
days of 
interest 
collected  

16th  In March  (31-16) + (28-30) 15 + (2) = 13 

20th In March (31-20) + (28-30)  11 + (2) = 9 

25th  In March  (31-25) + (28-30) 6 + (2) = 4 

16th  In March in leap years (31-16) + (29-30) 15 + (1) = 14 

20th In March in leap years (31-20) + (29-30) 11 + (1) = (10) 

Due 
date 
after the 
15th   

Payoff date after the 
15th  

Calculation for the difference 
in interest collected is: 

31  -  The due date  

Difference in 
days of 
interest 
collected  

16th  17th  31-16 15 

20th  22nd  11 (9) 

25th  25th  31-25 6 
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Due date 
after the 
15th  

Payoff date is before 
the 15 th   

Calculation for the difference 
in interest collected is: 

(31 - The due date) 
 + (Number of days in the 
previous month  -  30) 

Difference in 
days of 
interest 
collected  

25th  In March in leap years (31-25) + (29-30) 6 + (1) = 5 

16th  In Jan., Feb., Apr., June, 
Aug., Sept, Nov. 

(31-16) + (31-30) 15 + 1 = 16 

20th  In Jan., Feb., Apr., June, 
Aug., Sept, Nov. 

(31-20) + (31-30) 11 + 1 = 12 

25th  In Jan., Feb., Apr., June, 
Aug., Sept, Nov. 

(31-25) + (31-30) 6 + 1 = 7 

16th  In May, July, Oct., Dec. (31-16) + (30-30) 15 + 0 = 15 

20th In May, July, Oct., Dec. (31-20) + (30-30) 11 + 0 = 11 

25th  In May, July, Oct., Dec. (31-25) + (30-30) 6 + 0 = 6 
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Determining Daily Interest for Payoffs 

This section explains how to identify custodial account differences due to the amount of 
payoff interest collected for first-of-the-month due date mortgages and odd due date 
mortgages. 

Daily Interest Due from the Borrower  

When a mortgage pays off, interest is collected from, and including, the due date of last 
paid installment (DDLPI) through the day prior to payoff.  Monthly interest is brought 
current so that the DDLPI is the most recent one before the payoff date.  Daily interest is 
collected from and including the DDLPI to the day prior to the payoff date. 

 

If the time period between the DDLPI 
and the payoff date is 

Then you collect 

Less than one month Daily interest. 

Equal to one month (e.g., mortgage pays 
off on the due date) 

Monthly interest. 

Greater that one month Monthly and daily interest. 

Time Period of Daily Interest Collected 

You collect interest from the DDLPI through the day prior to the payoff regardless of the 
payment due date.  In turn, the amount of daily interest collected from the borrower will 
be different for mortgages that have the same payoff date but have different payment due 
dates. 

Daily Interest Collected for Payoffs on or After their Payment Due Date 

For mortgages that pay off on or after their payment due date in the same calendar month, 
you collect the same number of days of interest for the month of payoff (regardless of the 
payment due date).  For odd due date mortgages, some of the interest for that month will 
be accounted for as monthly interest instead of daily interest. 

The only time you collect a different amount of total interest for an odd due date 
mortgage is when the mortgage pays off before the due date in the same calendar month, 
and the previous month did not have 30 days. 
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Examples:  Interest Collected After the Payment Due Date 

Shown below are two examples of timelines showing the interest collected for mortgages 
that pay off after the payment due date.  

Example 1 is an odd due date mortgage with payments due on the 10th of the month.  The 
mortgage paid off on April 21. 

 9 days of March interest were collected as monthly interest with the March 10 
payment. 

 9 days of April interest were collected as monthly interest with the April 10 
payment. 

 50 days of total interest were collected for March and April. 
 

  
April 

 1     5      10    15      20 21  
                       
 Monthly Interest  

 
 
 
 
 
 
 

Example 2 is an odd due date mortgage with payments due on the 20th of the month.  The 
mortgage paid off on April 21. 

 19 days of March interest were collected as monthly interest with the March 20 
payment. 

 19 days of April interest were collected as monthly interest with the April 10 
payment.  

 
 April 
 1     5      10    15      20 21  
                       
 Monthly Interest  

 
 
 
 
 

April 10 payment 
includes 9 days of April 

interest. 

Paid to date is April 10.  Eleven days of 
daily interest are collected for April 10 

through April 20. 

Paid to date is April 20.  One day of 
daily interest is collected for April 20. 

April 20 payment includes 
19 days of April interest. 
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Daily Interest Collected for Mortgages with a Payoff Date Before the 
Payment Due Date 

When the payoff date for an odd due date mortgage is before the payment due date in the 
same calendar month, the total amount of interest collected for the preceding calendar 
month may be different than for a first-of-the-month due date mortgage with the same 
payoff date.  There will always be a difference if the preceding calendar month does not 
have 30 days.  This is because monthly interest is always based on a 30-day month for 
first-of-the-month due date mortgages, regardless of the actual number of days in the 
calendar month.  For an odd due date mortgage, the part of the preceding calendar month 
after the payment due date is treated as daily interest instead of monthly interest.  So, 
instead of collecting 30 days of interest for the month, you may collect 31, 29,or 28 days.  
The number of days of daily interest collected for the payoff month will be the same 
regardless of the payment due date. 

 When an odd due date mortgage pays off before its due date in January, April, 
June, August, September, or November, the amounts collected for monthly and 
daily interest for the preceding calendar month will total 31 days, one day more 
than if it were all monthly interest. 

 When an odd due date mortgage pays off before its due date in March, the 
amounts collected for monthly and daily interest for the preceding calendar month 
(February) will be 28 days (29 in a leap year), 2 days less than if it were all 
monthly interest (1 day less in a leap year). 
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Examples: April 1 Payoffs 

Shown below are two examples of timelines showing mortgages that paid off on April 1, 
for which no interest was collected. 

Example 1 is an odd due date mortgage with payments due on the 10th of the month, 
which paid off on April 1, before the payment due date. 

 9 days of March interest was collected as monthly interest with the March 10 
payment. 

 22 days of March interest, collected as payoff daily interest (March 10 - March 
31). 

 A total of 31 days of March interest was collected. 
 

 
March 

 
April 

 

               
 1  10  20  1  10  20    
               
               

 
 
 
 
 

Example 2 is an odd due date mortgage with payments due on the 20th of the month, 
which paid off on April 1, before the payment due date. 

 19 days of March interest were collected as monthly interest with the March 20 
payment. 

 12 days of March interest were collected as payoff daily interest (March 20-March 
31). 

 A total of 31 days of March interest was collected. 

 
March April  

               
 1  10  20  1  10  20    

               
               

 
 
 

Monthly interest 
is 19 days. 

Daily interest is 12 days 
(3/20-3/31). 

Monthly interest is 9 
days. 

Daily interest is 22 days 
(3/10-3/31). 
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Examples:  Mortgages that Pay Off on April 15th  

Shown below are two examples timelines showing mortgages that paid off on April 15th, 
for which 14 days of interest were collected.   

Example 1 is an odd due date mortgage with payments due on the 10th of the month.  The 
mortgage paid off on April 15 (after the payment due date), for which 14 days of interest 
were collected. 

 9 days of March interest were collected as monthly interest with the April 10 
payment. 

 21 days of March interest were collected as monthly interest with the March 10 
payment. 

 A total of 30 days of March interest was collected. 

 9 days of April interest were collected as monthly interest with the April 10 
payment. 

 5 days of April interest were collected as payoff daily interest (April 10-April 14). 

 A total of 14 days of April interest were collected. 

 44 days of total interest were collected for March and April. 
  

March April  
               
 1  10  20  1  10 15 20    
               
               

 
 
 
 
 
 

Monthly interest is 9 days for 
April and 21 days for March. 

Daily interest is 5 days 
(4/10-4/14). 
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Examples, Continued:  Mortgages that Pay Off on April 15th 

Example 2 is an odd due date mortgage with payments due on the 20th of the month.  The 
mortgage paid off on April 15th (after the payment due date), for which 14 days of interest 
were collected. 

 19 days of March interest were collected as monthly interest with the March 20 
payment. 

 12 days of March interest were collected as payoff daily interest (March 20-March 
31). 

 A total of 31 days of March interest were collected. 

 14 days of April interest were collected as payoff daily interest (April 1-April 14). 

 A total of 14 days of April interest was collected. 

 45 days of total interest were collected for March and April. 
 

March April  
               
 1  10  20  1  10 15 20    
               
               

 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

Daily interest is 12 days for 
March (3/20-3/31) and 14 days 

for April (4/1-4/14). 

Monthly interest 
includes 19 days for 

March. 
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Review 

 A mortgage with payments that are due on any day other than the first day of the 
month is referred to as an odd due date mortgage. 

 A cash flow variance is created by odd due date mortgages since the interest due 
period is different than for a first-of-the-month mortgage. 

 When there is a new funding that is an odd due date mortgage, you must calculate 
an amount of adjustment to make to your principal and interest custodial account.  

 Deposits to the principal and interest custodial account are necessary to cover the 
amount of interest due Freddie Mac that will not be included in the borrower’s 
next payment.   

 Withdrawals are necessary to cover the amount of interest that is NOT due 
Freddie Mac, which will be included in the borrower’s next payment. 

 When a mortgage pays off, interest is collected from, and including, the due date 
of last paid installment (DDLPI) through the day prior to payoff.  Monthly interest 
is brought current so that the DDLPI is the most recent one before the payoff date.  
Daily interest is collected from and including the DDLPI to the day prior to the 
payoff date. 

 The only time you collect a different amount of total interest for an odd due date 
mortgage is when the mortgage pays off before the due date in the same calendar 
month, and the previous month did not have 30 days. 
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