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Loan Officer and Realtor Best Practices

If you have a listing in a condo or a potential buyer purchasing in a condo:

 Provide the name of the association and city/state/zip so we can research our 
internal CMG databases and Fannie and Freddie’s databases

 If possible, provide a condo questionnaire (does not need to be CMG version), 
budget and financials, master insurance

 If the docs above are not readily available, provide a resale disclosure, the budget 
and the master insurance.  While a resale disclosure cannot be used in lieu of a 
condo questionnaire, most do have some high level information that might help 
(like information on special assessments, and litigation)

 We’ll check the Fannie / Freddie approved/declined lists and our own internal CMG 
condo lists, and sometimes if the condo is approved by us or the agencies, we wont 
need a questionnaire or all the condo docs, other than insurance. 



Guidelines on Deferred Maintenance, 
Critical Repairs and Special Assessments

On July 5th, Fannie Mae and Freddie Mac updated their guidelines to make what was “temporary guidelines” on deferred 
maintenance and special assessments permanent guidelines.  The guidelines will go into effect and supersede the temporary 
guidelines effecting loan applications on or after 9/18/23.  They did make some subtle changes to what was previously the 
temporary guidelines.

What’s changed:

- Fannie and Freddie now require lenders to obtain and review any structural and/or mechanical inspection report that has been 
completed within three years of Seller’s project review date, even if the HOA states there are no critical repairs, special 
assessments or code violations.  This is the biggest change.

 If a condo doesn’t have any structural and/or mechanical inspection report that has been completed within three years, that’s okay 
they don’t need to voluntarily get this type of inspection report

 This is not to be confused with the borrower’s individual unit inspection; these inspection reports are ordered by the HOA and are 
project/building level reports that specifically are inspecting major structural or mechanical components 

 If the condo has an inspection report but the work was completed, the project still meets guidelines
 If the condo has an inspection report and it shows some repairs are needed but they’re preventative in nature and the project is

not suffering from any safety, structural soundness, or habitability concerns, the project still meets guidelines
 If the condo has an inspection report and it shows some repairs are needed but they’re critical defects of major building 

components, the project would not meet guidelines until the repairs are 100% complete
 Ultimately, if there’s critical repairs (even if our unit is not affected) that affect safety, structural integrity, habitability, 

water intrusion, mold, wood rot that are not repaired, the project doesn’t meet agency guidelines. 



Examples of Critical Repairs – Example 1



Examples of Critical Repairs – Example 2



Examples of Critical Repairs – Example 3



New Insurance Related Challenges
All property types have been facing more insurance related challenges based on what 
is available in the marketplace and the increased costs of insurance.  More recently, 
certain markets have seen an increase of condo insurance related issues like:

 Actual Cash Value instead of Replacement Cost coverage, especially on roofs 
older than a certain age, 

 Certain deductibles starting to exceed 5%,

 More co-insurance present,

 Limited coverage for certain perils like wind/hail or water sub-limits

Depending on the insurance issue, CMG has loan products or solutions that could still 
help close the transaction in projects with these characteristics. 



Common Misconceptions
 We can review condo docs before we have a live loan, even pieces of the docs, before we have a live loan!

 FHA/VA approvals are free!

 Rental concentration:

 Current Fannie/Freddie guidelines state that as long as the condo is NOT new construction or 
conversion, if our subject transaction is owner-occ/2nd homes, the condo can be > 50% rented (and 
investment property transactions are permitted at 75% LTV/CLTV or 70/75% if located in FL).

 Single Entity ownership:

 No single entity (including developer rentals but not developer vacant units marketed for sale) can 
own:

 > 2 units in a condo with 5-20 units

 > 20% with Fannie or 25% with Freddie of the total units in a condo with 21+ units

 Can own up to 49% IF: the subject unit is a purchase of one of the single entity owned units, 
there are no pending or active special assessments, the single entity is current on their HOA dues 
for the units they own, and the single entity confirms they do plan on selling units and retaining 
no more than 20% or 25% with Freddie (or retaining no more than 2 units if the condo is 5-20 
units).

 Litigation:

 Not all litigation is ineligible but if the litigation is involving repairs from defective work or insurance 
claims that are not 100% complete, the project is ineligible.  

 Even if the litigation is not formally filed, pre-litigation activity (like mediation or arbitration) still 
must be reviewed under the litigation guidelines

 Other common litigation is personal injury lawsuits which are eligible with confirmation the insurance 
is defending and insurance will likely cover monetary damages should the HOA be found liable or settle

 Or confirmation the damages will not exceed 10% of what is currently in the HOA’s reserves



FHA/VA 

 Detached condos do not need FHA approval but do need VA approval unless they’re 
located in MI

 Most condos are eligible for a FHA Single Unit Approval and those approvals are 
slightly easier than getting a whole project approval (but we can do both)
 FHA Single Unit Approvals are slightly easier than full project approvals within the 

guidelines

 VA must review the docs on all of their approval types and can take up to 30 days
 Most common issues are leasing restrictions, right of first refusal, large special 

assessments, budgets not contributing 10% to reserves/financials, 50% owner-
occupancy on FHA only.

 Longer list of docs needed for FHA and VA approvals, we do try to set the 
expectation that these approvals could require a 30+ day closing. 

 FHA/VA approvals are free of charge!  
 They can be done on new construction condos as well, but come with more 

guideline requirements (conversions must go to HUD, 30% presale on FHA, 70% 
presale on VA but can request an exception).



New Construction/Conversions
 Presale

 Presale is the percentage of units sold or under contract to owner-occ/2nd home buyers.

 50% is the requirement for conventional, FHA is only 30%

 Our non-warrantable products allow for as low as 25% and in some instances senior 
management can review and consider providing conventional financing at < 20% down 
before 50% presale is reached

 Phasing
 Legal phasing where the condo’s CC&Rs (aka declarations and bylaws) or master deed 

and declaration of trust, phase an individual building or buildings can reduce the burden 
of presale and completion by only needing presale and completion of that phase instead 
of the whole project.

 Completion
 The entire project or phase must be substantially complete for convectional (meaning 

complete to drywall interior buyer selection items can be incomplete).  FHA is wants a 
final CO

 Conversions
 Developer cannot be renting > 20% of the units, 50% presale (even for FHA), and project 

must have an engineer’s report (or reserve study)

 PERS
 In some cases like high-rises, larger developments that cannot legally phase, or in 

conversions, PERS might be of value.  This is a process where more documentation is 
submitted to Fannie Mae for review and it comes with a cost. 
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