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Impact of COVID-19 on 
Originations of MPF Xtra Loans  

On June 11, 2020, Fannie Mae issued an update to Lender 
Letter LL-2020-03, Lender Letter 2020-04, and Lender Letter 
LL-2020-06, communicating updates to temporary policies 
previously announced. The policies in this Lender Letter are 
effective immediately and are effective until Fannie Mae 
provides further notice, unless otherwise stated.  
 
Updates to Fannie Mae Lender Letter LL-2020-03 - Impact of 
COVID-19 on Originations: 

 Extended application dates for the temporary origination 
flexibilities to July 31, 2020. 
 

Updates to Fannie Mae Lender Letter LL-2020-04 - Impact of 
COVID-19 on Appraisals 

 Extended the application dates eligible for the temporary 
appraisal flexibilities from June 30, 2020 to July 31, 
2020. 

Updates to Fannie Mae Lender Letter LL-2020-06 - Selling 
Loans in Forbearance Due to COVID-19  
 

 Extended eligible note dates to July 31, 2020 and 
delivery to September 30, 2020. 
 

PFIs and Servicers of MPF XTRA must follow the relief policies 
and guidance issued by Fannie Mae, including the 
announcements below and by visiting Fannie Mae’s COVID-19 
webpage. 
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MPF Announcement: 

2020-38 

 

Date: 

June 17, 2020 

 

 

Effective Date: 

Immediately (unless otherwise 

noted)  

Reference 

 

Fannie Mae Lender Letter LL-2020-

03 

Fannie Mae Lender Letter LL-2020-

04 

Fannie Mae Lender Letter LL-2020-

06 

 

 

Please note you can access the  

MPF Guides and MPF 

Announcements on our MPF 

Website.  

 

Visit the MPF Website to review 

and register for upcoming 

complimentary MPF Webinars. 

 

Follow Us 

   

 

https://singlefamily.fanniemae.com/media/22316/display?_ga=2.91195738.1700799030.1590008559-1806363630.1584630996
https://singlefamily.fanniemae.com/media/22321/display
https://singlefamily.fanniemae.com/media/22721/display?_ga=2.49769446.1700799030.1590008559-1806363630.1584630996
https://www.fanniemae.com/portal/covid-19.html
https://www.fanniemae.com/portal/covid-19.html
https://singlefamily.fanniemae.com/media/22316/display
https://singlefamily.fanniemae.com/media/22316/display
https://singlefamily.fanniemae.com/media/22321/display
https://singlefamily.fanniemae.com/media/22321/display
https://singlefamily.fanniemae.com/media/22721/display
https://singlefamily.fanniemae.com/media/22721/display
https://fhlbmpf.com/mpf-guides/guides
https://fhlbmpf.com/mpf-guides/announcements
https://fhlbmpf.com/mpf-guides/announcements
https://fhlbmpf.com/
https://fhlbmpf.com/
https://www.fhlbmpf.com/education/upcoming-webinars
https://www.linkedin.com/company/mortgage-partnership-finance-program
https://twitter.com/MPFProgram
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In addition, PFIs and Servicers originating, delivering 
or servicing: 
 

 MPF Traditional (Conventional) loans must 
follow the policies and guidance recently 
issued by the MPF Program. Please visit the 
MPF Website to view recently published MPF 
Announcements.  

 MPF Government loans and MPF 
Government MBS loans, must follow policies 
and guidance issued by the applicable 
Government Agencies. 

 MPF Direct loans, must follow policies and 
guidance issued by the product’s investor, 
Redwood Trust.  

 

To gain a full understanding of these topics, PFIs 
and Servicers should review the entire Fannie Mae 
Lender Letter plus any applicable Fannie Mae Guide 
chapters, forms, or exhibits noted in the 
announcement. 

 

 

 

 

 

 

 

 

 

https://www.fhlbmpf.com/mpf-guides/announcements
https://www.fhlbmpf.com/mpf-guides/announcements
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Lender Letter (LL-2020-03)                 Updated:  Jun. 11, 2020 
 May 28, 2020 
 May 19, 2020 
     May 5, 2020 
 Mar. 31, 2020  

  Mar. 23, 2020 

To: All Fannie Mae Single-Family Sellers                                   

Impact of COVID-19 on Originations 
 

We are actively monitoring the spread of COVID-19 (coronavirus) in the United States and understand there are concerns 
about its potential impact on borrowers, businesses, and loan originations.  Our ability to continue to serve our customers 
is a top priority.   
 
The purpose of this Lender Letter is to address a number of questions and concerns that industry partners have raised to 
us. We are working closely with Freddie Mac under the guidance of FHFA to offer temporary measures to help ensure 
lenders have the clarity and flexibility to continue to lend in a prudent and responsible manner.  
 
We are releasing information to our customers as quickly as possible and will update and republish this Lender 
Letter as new guidance becomes available.   

Updates to Lender Letter on Jun. 11, 2020 

 Extension of effective date:  extending the application dates for these temporary policies to Jul. 31, 2020 

Additions to Lender Letter on May 28, 2020 

 Requirements for borrowers using self-employment income to qualify: temporarily requiring additional 
documentation to support the lender’s decision that self-employment income meets our requirements 

Additions to Lender Letter on May 19, 2020 

 Temporary eligibility requirements for purchase and refinance transactions: describing our requirements for a 
borrower to obtain a new mortgage loan to purchase or refinance a property 

 Additional resources: providing links to COVID-19 resources, such as prior selling and servicing lender letters and FAQs 

Additions to Lender Letter on May 5, 2020, updated Jun. 11, 2020 

 Extension of effective date:  extending the application dates for these temporary policies to Jun. 30, 2020 

 Unemployment benefits as qualifying income: reminding lenders that unemployment benefits can only be used as 
qualifying income if it is associated with seasonal employment 

 Furloughed borrowers: clarifying that the income of a furloughed borrower is not eligible under our temporary leave 
income policy   

 Employment validation through DU validation service: temporarily suspending representation and warranty relief for 
employment validation through the DU validation service 

 Sale of loans aged six months or less: all loans must be purchased or securitized no more than six months from the first 
payment date   

Additions to Lender Letter on Mar. 31, 2020, updated May 5, 2020, Jun. 11, 2020 

 Age of documentation: modifying our age of document requirements from four months to two months for most income 
and asset documentation UPDATED May 5, 2020 and Jun. 11, 2020 with new effective date 

 Verification of self-employment: requiring lenders to confirm the borrower’s business is open and operating within 10 
business days of the note date UPDATED May 5, 2020 and Jun. 11, 2020 with new effective date 
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 Market-based assets: updating policies for use of stocks, stock options, and mutual funds for down payment, closing 
cost costs, and reserves UPDATED May 5, 2020 and Jun. 11, 2020 with new effective date 

 Powers of attorney: providing flexibilities for use of a power of attorney UPDATED May 5, 2020 and Jun. 11, 2020 with 
new effective date 

 Remote online notarization: providing expansion of the use of remote online notarization UPDATED May 5, 2020 
added three additional states  

 Lender quality control requirements: allowing post-closing reverifications to occur verbally or electronically, and other 
flexibility related to the field review of appraisals  

Lender Letter content published Mar. 23, 2020, updated May 5, 2020, Jun. 11, 2020 

 Verbal verification of employment: offering flexibilities related to the lender’s process for obtaining the verbal 
verification of employment. UPDATED May 5, 2020 with new effective date and removed the reference to the DU 
validation service UPDATED Jun. 11, 2020 with new effective date  

 Continuity of income: reminding lenders of the importance of ensuring sustainable homeownership for borrowers in light 
of recent events  

 Submission of financial statements and reports: extending the deadline for submission of financial statements and Form 
582 to Apr. 30, 2020 

 Notes, electronic records, and signatures: reminding lenders of our existing policies regarding possession of the original 
promissory note before loan purchase, and electronic signature requirements 

 Title insurance: reminding lenders we accept lender’s policies of title insurance written on the 2006 ALTA loan title 
insurance form or a local equivalent, which includes “gap coverage”  

 Business continuity plans:  reminding sellers and servicers to have and to follow their own business continuity and 
resiliency plans  

Effective: See each section below for the applicable effective date. Note that the Selling Guide and Desktop Underwriter® 
(DU®) messages will not be updated to reflect these temporary policies. 

 

Extension of temporary policies  
  
We are extending the temporary policies in this Lender Letter to loans with application dates on or before Jul. 31, 2020 from Jun. 
30, 2020.  Each applicable date has been updated in the remainder of this Lender Letter. All other effective dates remain 
unchanged. 

Requirements for borrowers using self-employment income to qualify   

Effective: Lenders are encouraged to apply these requirements to existing loans in process; however, they must be applied to 
loans with application dates on or after Jun. 11, 2020 until further notice.  

Income Analysis 
 
Self-employment income is variable in nature and generally subject to changing market and economic conditions.  Whether a 
business is impacted by an adverse event, such as COVID-19, and the extent to which business earnings are impacted can depend 
on the nature of the business or the demand for products or services offered by the business.  Income from a business that has 
been negatively impacted by changing conditions is not necessarily ineligible for use in qualifying the borrower. However, the 
lender is required to determine if the borrower’s income is stable and has a reasonable expectation of continuance.  
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Due to the pandemic’s continuing impact on businesses throughout the country, lenders are now required to obtain the following 
additional documentation to support the decision that the self-employment income meets our requirements:  

 an audited year-to-date profit and loss statement reporting business revenue, expenses, and net income up to and 
including the most recent month preceding the loan application date; or 

 an unaudited year-to-date profit and loss statement signed by the borrower reporting business revenue, expenses, and 
net income up to and including the most recent month preceding the loan application date, and two business depository 
account(s) statements no older than the latest two months represented on the year-to-date profit and loss statement.   
o For example, the business depository account statements can be no older than Apr. and May for a year-to-date profit 

and loss statement dated through May 31, 2020.   
o The lender must review the two most recent depository account statements to support and/or not conflict with the 

information presented in the current year-to-date profit and loss statement.  Otherwise, the lender must obtain 
additional statements or other documentation to support the information from the current year-to-date profit and 
loss statement. 

N O T E :  The year-to-date profit and loss statement must be no older than 60 days old as of the note date consistent with 
current Age of Documentation requirements below.  

Lenders must review the profit and loss statement, and business depository accounts if required, and other relevant factors to 
determine the extent to which a business has been impacted by COVID-19. The lender can use the following guidance when 
performing the assessment of business operations and stability and must complete the business income assessment based on 
the minimum additional documentation above.  In some instances, the lender may find it necessary to obtain supplemental 
documentation listed in the examples below. 
 
 

Assessing the Impact of COVID-19 
Business operations  Have business operations been maintained or modified to support continued business 

income? 
For example, review an updated business plan. 

 Is the business continuing to operate in the current location or an alternate location suitable 
for business operations? 
For example, perform an Internet search or verify through a third-party source. 

 Is there a demand for the product or service currently offered by the business? 
For example, obtain current business receipts or purchase contracts.  

 Is the business operation and/or revenue temporarily restricted due to state shelter in place, 
stay at home or other similar state or local orders? 

 Is the impact to the business operations negligible due to the nature of the business? 
For example, obtain a written explanation from the business owner or confirmation that income 
is seasonal apart from the event timeline. 

Business Income The lender must complete a business income assessment by comparing the year-to-date net 
business income from the year-to-date profit and loss statement to historical business income 
calculated using the Cash Flow Analysis (Form 1084)* for a similar timeframe (such as monthly).  

 Lenders can make standard adjustments to business cash flow (net income on the profit and 
loss statement) in accordance with B3-3.4-04, Analyzing Profit and Loss Statements when 
making this determination. 

 When the lender determines net business income is impacted, but profit and loss details are 
not sufficient to determine the income is stable at the reduced level, the lender can obtain 
additional documentation to supplement the profit and loss statement (such as a month-to-
month income trending analysis)  to make this determination. If stability cannot be 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-4-Self-Employment-Documentation-for-Business/1736867181/B3-3-4-04-Analyzing-Profit-and-Loss-Statements-04-01-2009.htm?searchtype=sf
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Assessing the Impact of COVID-19 
confirmed, the income is not eligible for qualifying purposes. See B3-3.1-01, General Income 
Information for details. 
 
Example 
Historical monthly self-employment income calculated using Form 1084 = $2,000  
 
Current level of stable monthly self-employment income as determined by the lender using 
details from the year-to-date profit and loss statement and other supplemental 
documentation = $1,000   

 
The impact of the COVID 19 pandemic on current business income results in a 50% decline 
from historical levels.  See Business Income Calculation Adjustment below for next steps.   

*Form 1084 or any other type of cash flow analysis form that applies the same principles.  
Business Stability  Does the profit and loss identify a significant imbalance between expenses and revenue that 

may impact financial stability? Or have modifications to current business operations been 
made to correct this imbalance? (Consider documenting with an updated business plan)  

 Do prior year business tax returns demonstrate ample financial liquidity due to a history of 
retained earnings? 

 Do current business account balances (excluding Paycheck Protection Program (PPP) or other 
similar COVID-19 related loans or grants) support the financial ability of the business to 
operate given current market and economic conditions? 

A current balance sheet may be used to support the lender’s determination of business stability, 
in conjunction with the profit loss statement. 

 

Business Income Calculation Adjustment  
 
When the lender determines current year net business income has been impacted by the COVID-19 pandemic and is 

 less than the historical monthly income calculated using Form 1084, but is stable at its current level, the lender must 
reduce the amount of qualifying income calculated using Form 1084 to no more than the current level of stable income 
as determined by the lender (see Business Income above).   

 more than the historical income calculated using Form 1084, the lender must use no more than the currently stable level 
of income calculated using Form 1084 to qualify the borrower.     

 
In all cases, qualifying income must be supported by documentation, including any supplemental documentation obtained by the 
lender.    

Business Assets 
 
We are clarifying that proceeds from the Small Business Administration PPP or any other similar COVID-19 related loans or grants 
are not considered business assets.  Refer to B3-4-2-02, Depository Accounts for details. 

Temporary eligibility requirements for purchase and refinance transactions   

Effective: Lenders may immediately apply these policies to loans in process and must apply them to loans with application dates 
on or after Jun. 2, 2020. These policies will be effective  until further notice.   
 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-1-Employment-and-Other-Sources-of-Income/1736863031/B3-3-1-01-General-Income-Information-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-4-Asset-Assessment/Section-B3-4-2-Verification-of-Depository-Assets/1736868381/B3-4-2-02-Depository-Accounts-12-06-2016.htm?searchtype=sf
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In response to lender feedback, we are addressing eligibility requirements for borrowers impacted by the COVID-19 pandemic. 
With this update we are providing eligibility guidelines for purchase and refinance transactions. 
 
Lenders must continue to review the borrower’s credit report to determine the status of all mortgage loans.  In addition to 
reviewing the credit report, the lender must also apply due diligence for each mortgage loan on which the borrower is obligated, 
including co-signed mortgage loans and mortgage loans not related to the subject transaction, to  determine whether the 
payments are current as of the note date of the new transaction. For the purposes of these requirements, “current” means the 
borrower has made all mortgage payments due in the month prior to the note date of the new loan transaction by no later than 
the last business day of that month. Examples of acceptable additional due diligence methods to document the loan file include:  

 a loan payment history from the servicer or third-party verification service, 

 a payoff statement (for mortgages being refinanced), 

 the latest mortgage account statement from the borrower, and 

 a verification of mortgage. 

A borrower who is not current and has missed payments on any mortgage loan is eligible for a new mortgage loan if those missed 
payments were resolved in accordance with the requirements in the table below. 

Resolution Method  Eligibility 

Reinstatement If the borrower resolved missed payments through a reinstatement, they are eligible for a new 
mortgage loan.  The lender must document the source of funds in accordance with eligible 
sources of funds in the Selling Guide, if the reinstatement was completed after the application 
date of the new transaction. Proceeds from a refinance may not be used to reinstate any  
mortgage loan.  

Loss Mitigation 
Solution 

If outstanding payments will be or have been resolved through a loss mitigation solution, the 
borrower is eligible for a new mortgage loan if they have made at least three timely payments as 
of the note date of the new transaction as follows: 

 For a repayment plan, the borrower must have made either three payments under the 
repayment plan or completed the repayment plan, whichever occurs first.  Note that 
there is no requirement that the repayment plan be completed. 

 For a payment deferral, the borrower must have made three consecutive payments 
following the effective date of the payment deferral agreement. 

 For a modification, the borrower must have completed the three-month trial payment 
period. 

 For any other loss mitigation solution not listed above, the borrower must have 
successfully completed the program, or made three consecutive full payments in 
accordance with the program. 

Verification that the borrower has made the required three timely payments may include: 

 a loan payment history from the servicer or third-party verification service,  

 the latest mortgage account statement from the borrower, and  

 a verification of mortgage. 
If these requirements are met on an existing mortgage loan being refinanced, the new loan 
amount can include the full amount required to satisfy the existing mortgage.   

 
We are not considering payments missed during the time of a COVID-19-related forbearance that have been resolved to be 
historical delinquencies for purposes of our excessive mortgage delinquency policy as outlined in B3-5.3-03, Previous Mortgage 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-5-Credit-Assessment/Section-B3-5-3-Traditional-Credit-History/1736870961/B3-5-3-03-Previous-Mortgage-Payment-History-07-25-2017.htm?searchtype=sf
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Payment History.  This flexibility does not apply to high LTV refinance loans, which must continue to meet the payment history 
requirements in B5-7-02, High LTV Refinance Underwriting, Documentation, and Collateral Requirements for the New Loan. 

The following content was published May 5, 2020 UPDATED Jun. 11, 2020  

Extension of temporary policies  
  
We are extending the temporary policies in this Lender Letter to loans with application dates on or before Jun. 30, 2020 from May 
17, 2020.  Each applicable date has been updated in the remainder of this Lender Letter. All other effective dates remain 
unchanged. 

Unemployment benefits as qualifying income 

We are reminding lenders of our current policy in the Selling Guide pertaining to the use of unemployment benefits.  Per B3-3.1-09, 
Other Sources of Income, unemployment benefits cannot be used to qualify a borrower unless they are clearly associated with 
seasonal employment that is reported on the borrower’s signed federal income tax returns. We recognize that many unemployed 
and furloughed individuals are eligible for unemployment benefits under the CARES Act; however, unemployment compensation 
is short-term in nature and is therefore not a reliable and predictable source of income for borrowers who are not established 
seasonal workers.  

Furloughed borrowers 
 
The COVID-19 pandemic has resulted in an increase in furloughed employees. A furlough is a suspension from active employment 
that does not typically guarantee restoration of an employee’s position when the furlough period ends. Until furloughed 
employees actually return to work, they are unable to provide evidence of a stable and reliable flow of employment-related 
income and are therefore ineligible under our Temporary Leave Income policy in B3-3-1-09, Other Sources of Income. 

Employment validation by the DU validation service  
  
Effective: For new Desktop Underwriter® (DU®) loan casefiles created on or after May 4, 2020 through Jul. 31, 2020. 
 
To support sustainable homeownership while ensuring prudent risk management during these times of unprecedented 
unemployment, we are temporarily suspending representation and warranty relief for employment validation within the Desktop 
Underwriter® (DU®) validation service. Lenders must perform a verbal verification of employment in accordance with B3-3.1-07, 
Verbal Verification of Employment or follow the temporary policies outlined below. 
  
While representation and warranty relief for employment validation is temporarily suspended, lenders will still be able to take 
advantage of the income and asset validation services with representation and warranty relief. Income validation for a borrower 
remains dependent on the borrower being employed. Lenders should continue to verify the employment of the borrower as close 
to closing as possible.  When income or assets are validated, lenders should continue to follow the close-by dates and instructions 
issued in DU messages. If the lender discovers that the borrower is no longer employed, the associated income can no longer be 
considered in the qualification of the borrower, and the employment and associated income information should be removed 
from the Form 1003 and the casefile should be resubmitted to DU.  
  
Refer to the DU Validation Service Release Notes published on May 1, 2020 and Apr. 9, 2020 for additional information.   

Sale of loans aged six months or less  
  
Effective:  Immediately and until further notice 
 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-7-High-Loan-to-Value-Refinance-Option/1736885381/B5-7-02-High-LTV-Refinance-Underwriting-Documentation-and-Collateral-Requirements-for-the-New-Loan-08-07-2018.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-1-Employment-and-Other-Sources-of-Income/1736865231/B3-3-1-09-Other-Sources-of-Income-10-02-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-1-Employment-and-Other-Sources-of-Income/1736865231/B3-3-1-09-Other-Sources-of-Income-10-02-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-1-Employment-and-Other-Sources-of-Income/1736864541/B3-3-1-07-Verbal-Verification-of-Employment-10-02-2018.htm?searchtype=sf
https://singlefamily.fanniemae.com/media/document/pdf/du-validation-service-may-release-may-4-2020
https://singlefamily.fanniemae.com/media/document/pdf/du-validation-service-april-release-april-18-2020
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The national response to COVID-19 and the related economic impacts have resulted in uncertainty about risks associated with 
loans that have not been sold to us yet. Therefore, we are temporarily suspending bulk transactions and requiring that loans sold 
on a flow basis be no more than six months old to be eligible for sale to us.  The loan’s age will be calculated based on the 
following:  
 Whole loans: from the first payment date to the date the loan data is submitted to Loan Delivery  

o Example: If loan data is submitted May 2020, the first payment date can be no earlier than Nov. 1, 2019 
 MBS loans: from the first payment date to the pool issue date 

o Example: If the pool issue date is May 1, 2020 the first payment date can be no earlier than Nov. 1, 2019 
 

The following content was published Mar. 31, 2020, UPDATED May 5, 2020, Jun. 11, 2020 

Age of documentation  

Effective: Lenders are encouraged to apply these updates to existing loans in process; however, they must be applied to loans 
with application dates on or after Apr. 14, 2020 through Jul. 31, 2020. 

In order to ensure that the most up-to-date information is being considered to support the borrower’s ability to repay, we are 
updating our age of documentation requirements for all loans (existing and new construction) as follows: 

 We are modifying age of document requirements from four months (120 days) to two months (60 days) for most income 
and asset documentation.  If an asset account is reported on a quarterly basis, the lender must obtain the most recently 
issued quarterly statement. 

 When the lender receives employment and income verification directly from a third-party employment verification 
vendor, we are now requiring that the information in the vendor’s database be no more than 60 days old as of the note 
date. 

 There are no changes to the age of documentation requirements for military income documented using a Leave and 
Earnings Statement, Social Security, retirement income, long-term disability, mortgage credit certificates, public 
assistance, foster care, or royalty payments, and the lender can continue to apply standard age of document 
requirements as stated in the Selling Guide. 

 Due to the federal income tax filing extension granted through Jul. 15, 2020, we are eliminating the following 
documentation requirements. These normally apply for income types that require copies of federal income tax returns 
when the borrower files an extension with the IRS: 

o a copy of the IRS Form 4868 (Application for Automatic Extension of Time to File U.S. Individual Tax Return), and 

o IRS Form 4506-T (Request for Transcript of Tax Return) transcript confirming “No Transcript Available” for the 2019 
tax year. 

All other requirements contained in B1-1-03, Allowable Age of Credit Documents and Federal Income Tax Returns, continue to 
apply. 

Conversion of construction-to-permanent financing – single-closing transactions 
 
The Selling Guide currently allows certain single-closing construction-to-permanent transactions with credit documents dated 
more than 4 months but no more than 18 months at the time of conversion to permanent financing when certain conditions are 
met. (See B5-3.1-02, Conversion of Construction-to-Permanent Financing: Single-Closing Transactions). Among those conditions 
is a requirement that the credit documents are dated within 120 days of the original closing. 
 
Consistent with the age of credit documentation requirements in this Lender Letter, this requirement is being updated to reflect 
that the income and asset documentation must be dated within 60 days of the original closing.  All other conditions related to the 
age of credit documents contained in B5-3.1-02 continue to apply. 
 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B1-Loan-Application-Package/Chapter-B1-1-Application-Package-Documentation/1736851561/B1-1-03-Allowable-Age-of-Credit-Documents-and-Federal-Income-Tax-Returns-02-27-2018.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-3-Construction-and-Energy-Financing/Section-B5-3-1-Conversion-of-Construction-to-Perm-Financing/1736882301/B5-3-1-02-Conversion-of-Construction-to-Permanent-Financing-Single-Closing-Transactions-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-3-Construction-and-Energy-Financing/Section-B5-3-1-Conversion-of-Construction-to-Perm-Financing/1736882301/B5-3-1-02-Conversion-of-Construction-to-Permanent-Financing-Single-Closing-Transactions-08-07-2019.htm?searchtype=sf
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Verification of self-employment  

Effective: Lenders are encouraged to apply these updates to existing loans in process; however, they must be applied to loans 
with application dates on or after Apr. 14, 2020 through Jul. 31, 2020. 

When a borrower is using self-employment income to qualify, the lender must verify the existence of the borrower’s business 
within 120 calendar days prior to the note date.  Due to latency in system updates or recertifications using annual licenses, 
certifications, or government systems of record, lenders must take additional steps to confirm that the borrower’s business is 
open and operating. The lender must confirm this within 10 business days of the note date (or after closing but prior to delivery).     
 
Below are examples of methods the lender may use to confirm the borrower’s business is currently operating:   

 evidence of current work (executed contracts or signed invoices that indicate the business is operating on the day the 
lender verifies self-employment);  

 evidence of current business receipts within 10 days of the note date (payment for services performed); 

 lender certification the business is open and operating (lender confirmed through a phone call or other means); or  

 business website demonstrating activity supporting current business operations (timely appointments for estimates or 
service can be scheduled).  

 
See B3-3.1-07, Verbal Verification of Employment for our existing requirements.  

Market-based assets  
 
Effective: Lenders are encouraged to apply these updates to existing loans in process; however, they must be applied to loans 
with application dates on or after Apr. 14, 2020 through Jul. 31, 2020. 

Stocks, stock options, and mutual funds 
 
In light of current market volatility, we are making the following updates when the borrower is using stocks, stock options, or 
mutual funds for assets: 

 When used for down payment or closing costs, evidence of the borrower’s actual receipt of funds realized from the sale 
or liquidation must be documented in all cases.   

 When used for reserves, only 70% of the value of the asset must be considered, and liquidation is not required. 
 

See B3-4.3-01, Stocks, Stock Options, Bonds and Mutual Funds for our existing requirements.    

Powers of attorney  

Effective:  Unless otherwise noted in this section below, these flexibilities are effective immediately for all loans in process and 
remain in place for loans with application dates on or before Jul. 31, 2020.  

Selling Guide, B8-5-05, Requirements for Use of a Power of Attorney, contains our requirements for powers of attorney.  For loans 
with application dates on or before Jul. 31,  2020, the following additional requirements for using a power of attorney apply: 

 All powers of attorney must include the address of the mortgaged property. 

 The existing Selling Guide conditions allowing persons “connected to the transaction” to serve as an attorney-in-fact or 
agent in refinance transactions will also now apply to purchase transactions as well as limited cash-out refinances. This 
includes all the related current requirements applicable to limited cash-out refinance transactions involving these 
persons in the Selling Guide (that is, excluding lender employees, limiting by loan amount and property location, 
requiring a recorded Internet session after the borrower has received proposed loan documents, and mandating 
retention of the recording). 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-3-Income-Assessment/Section-B3-3-1-Employment-and-Other-Sources-of-Income/1736864541/B3-3-1-07-Verbal-Verification-of-Employment-10-02-2018.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-4-Asset-Assessment/Section-B3-4-3-Verification-of-Non-Depository-Assets/1736868831/B3-4-3-01-Stocks-Stock-Options-Bonds-and-Mutual-Funds-06-30-2015.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B8-Closing-Legal-Documents/Chapter-B8-5-Special-Purpose-Legal-Documents/1736889191/B8-5-05-Requirements-for-Use-of-a-Power-of-Attorney-06-05-2019.htm?searchtype=sf
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 Unless a recorded Internet session described in the paragraph above is required, a power of attorney may only be used in 
a purchase transaction with a note date on or after Apr. 7, 2020, if, after the Closing Disclosure or other closing statement, 
as applicable, has been delivered to the borrower before closing, an employee of the lender or settlement agent explains 
the terms of the loan to the borrower(s) to confirm that each borrower understands them.  This discussion must take 
place in person, telephonically, or using a video conference system, and must be memorialized by an acknowledgment 
by the borrowers of his or her understanding of the terms of the loan.  The acknowledgment may be in writing or in a 
recording of the telephonic or video discussion. 

 Notwithstanding anything to the contrary in the Selling Guide or this Lender Letter, for purchase transactions the 
attorney-in-fact or agent may not be the property seller, any relative of the property seller, or any direct or indirect 
employee or agent of the property seller, unless in any such instance such person is also a relative of the borrower. 

 Whenever an attorney-in-fact or agent is an employee of the insuring title insurer or is an employee of the policy-issuing 
agent of the insuring title insurer, such title insurer must have issued a closing protection letter (or similar contractual 
protection) for the transaction for such policy issuing agent. 

 Whenever a power of attorney is used at closing, whether authorized under the Selling Guide or under the standards in 
this Lender Letter, the provisions of B1-1-01, Application Package Documentation requiring the borrower’s personal 
signature of the initial Form 1003 continue to apply if the initial Form 1003 can be signed personally (including through 
the United States Postal Service or commercial delivery service), or signed electronically as permitted by the Selling 
Guide.  If the initial Form 1003 cannot be timely signed by the borrower in these ways, then it must be signed by the 
holder of such power of attorney. 

 Provided the power of attorney is not required to be notarized under applicable law (for example, the law governing the 
creation of the power of attorney, or the law of the location of the mortgaged property), the power of attorney is not 
required to be notarized if the transaction is a limited cash-out refinance unless 

o the attorney-in-fact or agent named in the power of attorney is employed by, or otherwise represents or is affiliated 
with, the title insurance company that will issue the lender’s title insurance policy, and  

o such title insurance company is affiliated with the lender.   

 If a power of attorney is required to be notarized, it may be remotely notarized in accordance with A2-5.1-03, Electronic 
Records, Signatures, and Transactions (as revised by this Lender Letter) with the additional flexibility that it may be 
remotely notarized in all jurisdictions, even if not expressly permitted by the Guide, as long as the power of attorney is 
not required to be recorded.   If the power of attorney is required to be recorded, it may be remotely notarized only in the 
jurisdictions permitted by A2-5.1-03 (as revised by the table below). 

 The limitations in B8-5-05 requiring at least one borrower signature of the note and security instrument are suspended. 

 Under the Guide to Delivering eMortgages to Fannie Mae, powers of attorney are not permitted to be used in connection 
with loans with electronic notes (“eNotes”).  Fannie Mae revised the eMortgage Guide effective Apr. 20, 2020 to permit 
eNotes to be delivered in transactions in which a printed or electronic power of attorney is used on the same conditions 
as those applying to paper notes, except that the power of attorney must accompany the eNote through MERS® 
eDelivery.  In anticipation of the change in the eMortgage Guide, lenders that are authorized to deliver eNotes may begin 
permitting the use of powers of attorney consistent with B8-5-05 and this Lender Letter immediately, provided that the 
eNote and related power of attorney may not be delivered to Fannie Mae through MERS eDelivery or submitted to Loan 
Delivery until after Apr. 20, 2020. 
 

The following existing policies remain in effect for loans using powers of attorney authorized by the Selling Guide as revised by 
this Lender Letter: 

 Lenders may not deliver loans to us that have unacceptable title impediments. Accordingly, the lender must confirm that 
the title insurance policy does not take exception to the power of attorney, its manner of creation, the effectiveness of its 
notarization (if any) or to its use in relation to the transaction in accordance with B7-2-05, Title Exceptions and 
Impediments. 

 Lenders must comply with all federal, state and local laws in accordance with A3-2-01, Compliance with Laws.  In 
addition, for Texas Section 50(a)(6) loans, lenders may only use a power of attorney to execute the note or security 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B1-Loan-Application-Package/Chapter-B1-1-Application-Package-Documentation/1736851061/B1-1-01-Contents-of-the-Application-Package-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-5-Community-Seconds-Land-Trusts/Section-B5-5-2-Loans-with-Resale-Restrictions/1736884841/B5-5-2-05-Loans-with-Resale-Restrictions-Delivery-Considerations-04-01-2009.htm?searchtype=sf
https://singlefamily.fanniemae.com/media/document/pdf/guide-delivering-emortgage-loans-fannie-mae
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-5-Community-Seconds-Land-Trusts/Section-B5-5-2-Loans-with-Resale-Restrictions/1736884841/B5-5-2-05-Loans-with-Resale-Restrictions-Delivery-Considerations-04-01-2009.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B7-Insurance/Chapter-B7-2-Title-Insurance/1736886881/B7-2-05-Title-Exceptions-and-Impediments-02-06-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A3-Getting-Started-with-Fannie-Mae/Chapter-A3-2-Compliance-with-Requirements-and-Laws/1736845281/A3-2-01-Compliance-With-Laws-10-02-2019.htm?searchtype=sf
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instrument if the power of attorney is signed at a location at which a Texas Section 50(a)(6) loan may be closed and in 
conformity with applicable requirements. 

 The current and revised provisions of B8-5-05 are always subject to the lender’s determination that applicable law 
requires the acceptance of a power of attorney in particular circumstances.  This remains in place, as does the 
requirement that the lender document its determination in the loan file. 

Remote online notarization UPDATED May 5, 2020 
 
Effective: These policies for remote online notarization are effective immediately for all loans and are intended to remain in 
effect until further notice (that is, these are not temporary flexibilities).  We will incorporate these policies into the Selling Guide in 
a future update.   
 
Due to disruption related to COVID-19, many lenders are reporting difficulty in obtaining in person notarizations and have 
requested increased flexibility to obtain remote notarizations (RON) to be used with eMortgage transactions as well as ink-signed 
transactions. Selling Guide, A2-5.1-03, Electronic Records, Signatures, and Transactions describes our current policies with 
respect to using RON and with this Lender Letter will allow the following flexibilities.  
 
Lenders may sell loans with remotely notarized loan documents in the states listed in the table below, on the following terms and 
conditions: 

 The notarization is performed in accordance with and is legally valid under the laws and regulations of the state in which 
the notarization is performed, at the time it was performed, and in compliance with the Uniform Electronic Transactions 
Act, as adopted in such state, and the Electronic Signatures in Global and National Commerce Act. 

 The notary public is licensed and physically located in the state where the notarial act occurred and, where required by 
law or regulation, is specifically licensed to perform a remote online notarization. 

 The loan is delivered with Special Feature Code 861 if the remotely notarized document is a security instrument or 
amendment to the security instrument. 

 The loan is not a Texas Section 50(a)(6) loan. 

 The system used for the remote notarization must meet the following minimum standards: 

o at least two-factor identity authentication, including using a government-issued photo ID that has a signature, 
credential analysis and identity-proofing; 

o tamper-sealed notarized documents and system security sufficient to (A) prevent interference with the authenticity, 
integrity and security of the notarial ceremony or corruption or loss of the recording of the same, and (B) protect the 
communication technology, electronic record and backup record from unauthorized use;  

o the remote online notary must keep a secure electronic journal of the notarial act including evidence of identity of 
the principal (a video and audio conference can be the basis for satisfactory evidence of identification) and maintain 
a backup of the electronic record; and 

o recording of the notarial ceremony with storage for the minimum period required by applicable laws or if no period is 
specified in the applicable law, for seven years. 

 The lender must maintain the recording of the notarial ceremony for the life of the loan. 

 If the loan document is required to be recorded, then the county recorder in the state and county where the property is 
located must accept the remotely notarized document for recording.   

 The lender makes all selling representations and warranties per the Selling Guide, including representations and 
warranties related to: 

o clear title and first lien enforceability; 

o compliance with laws and responsible lending practices; and 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B8-Closing-Legal-Documents/Chapter-B8-5-Special-Purpose-Legal-Documents/1736889191/B8-5-05-Requirements-for-Use-of-a-Power-of-Attorney-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
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o requirements regarding title insurance, including those in B7-2-04, Special Title Insurance Coverage Considerations.  
If the notarized document is a security instrument or an amendment to a security instrument, the remote 
notarization must comply with the title requirements in B7-2-04 and the title insurance company may not take any 
exception for the remotely notarized loan. 

 Lenders may not require a borrower to use remote notarization and must have other notary options for borrowers 
available.   

 
LIST OF STATES 

Alabama Florida Kentucky Nebraska Ohio Utah 
Alaska Georgia Louisiana Nevada Oklahoma Vermont 
Arizona Hawaii Maryland New Hampshire Oregon Virginia 
Arkansas Idaho Massachusetts New Jersey Pennsylvania Washington 
Colorado Illinois Michigan New Mexico South Carolina Wisconsin 
Connecticut Indiana Minnesota New York South Dakota Wyoming 
Delaware Iowa Missouri North Carolina Tennessee  
District of 
Columbia 

Kansas Montana North Dakota Texas  

 
If, after the publishing of this Lender Letter, a state not included in the above table expressly adopts a law that expressly permit 
the use of remote notarization or expressly accepts (either through state law or through the application of an express federal law) 
remote notarizations performed out-of-state in accordance with the laws of the state in which the notarial act is performed, 
remotely notarized loan documents meeting the requirements above will be permitted. 

Lender quality control requirements 

Effective: These temporary flexibilities are effective immediately for all loans in the process of a post-closing quality control (QC) 
review and all loans selected for a post-closing QC review until Jun. 2020 QC selections. 

QC processes are designed to inform organizations of the level of quality risk they are incurring, and are extremely important, 
especially during times of significant stress. We recognize the unique challenges in the market today related to COVID-19 and will 
allow temporary post-closing flexibilities related to reverifications and appraisal field reviews. 

N O T E :  Recognizing the unprecedented amount of stress in the market from COVID-19 disruptions and significant volume 
pressure, we encourage lenders to only adopt the QC flexibilities they feel are necessary. 

Reverifications  
 
Any income, employment, and asset reverifications (required by D1-3-02, Lender Post-Closing Quality Control Review of Approval 
Conditions, Underwriting Decisions, and Documentation) that are typically mailed can be completed verbally or electronically.  If 
a verbal or electronic reverification cannot be completed, the lender can complete the file review without the reverification.  
However, to take advantage of this flexibility, the lender must:   

 internally track all loans that did not have a successful reverification attempt during this time, and  

 conduct a special discretionary sample of such mortgages and perform the required reverifications on the sample 
population upon the expiration of these flexibilities.   

As reminders: 
 The reporting requirements of D1-3-06, Lender Post-Closing Quality Control Reporting, Record Retention, and Audit, 

continue to apply with respect to this special discretionary sample(s). 
 Lenders are not required to perform post-closing QC reverifications if the loan has employment, income, and/or assets 

that have been fully validated through the DU validation service and the lender has complied with all DU messages.     

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B7-Insurance/Chapter-B7-2-Title-Insurance/1736886771/B7-2-04-Special-Title-Insurance-Coverage-Considerations-02-06-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B7-Insurance/Chapter-B7-2-Title-Insurance/1736886771/B7-2-04-Special-Title-Insurance-Coverage-Considerations-02-06-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Ensuring-Quality-Control-QC-/Subpart-D1-Lender-QC-Process/Chapter-D1-3-Lender-Post-Closing-QC-Mortgage-Review/1736894481/D1-3-02-Lender-Post-Closing-Quality-Control-Review-of-Approval-Conditions-Underwriting-Decisions-and-Documentation-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Ensuring-Quality-Control-QC-/Subpart-D1-Lender-QC-Process/Chapter-D1-3-Lender-Post-Closing-QC-Mortgage-Review/1736894741/D1-3-06-Lender-Post-Closing-Quality-Control-Reporting-Record-Retention-and-Audit-08-07-2019.htm?searchtype=sf
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Field review of appraisals  
 
In lieu of obtaining field reviews on 10% of its random sample (as required by D1-3-04, Lender Post-Closing Quality Control 
Review of Appraisers and Appraisals) a lender may leverage Collateral Underwriter® and other third-party tools for this 10% 
sample.       

 If the reviewer reaches a different opinion regarding the value of the property through this process, then if possible, the 
lender may obtain a field review to determine whether the property value can be supported. If a field review of the 
property is not possible then follow self-report procedures in D1-3-06, Lender Post-Closing Quality Control Reporting, 
Record Retention, and Audit.   

 As a reminder, a desk review by the lender’s QC staff is still required on the remaining 90% sample.  

Prefunding QC reviews 
 
Our prefunding review requirements in D1-2-01, Lender Prefunding Quality Control Review Process, already provide a great deal 
of flexibility to lenders regarding both sample size and scope of review (full file or component review).  We do not dictate a certain 
review percentage but leave that to each lender based on its unique quality situation.  In addition, reverifications are not required 
in the prefunding space. Accordingly, we are not changing any prefunding QC requirements at this time. 
 

The following content was published Mar. 23, 2020, UPDATED May 5, 2020, Jun. 11, 2020 

Verbal verification of employment UPDATED May 5, 2020  

Effective: These temporary flexibilities are effective immediately for all loans in process and remain in place for loans with 
application dates on or before Jul. 31, 2020.   

Many lenders are reporting difficulty in obtaining the verbal verification of employment (VOE) due to disruption to operations of 
the borrower’s employer.  We expect lenders to attempt to obtain the verbal VOE in accordance with our existing requirements 
guidance. However, we will allow the following flexibilities:  

 Written VOE: The Selling Guide permits the lender to obtain a written VOE confirming the borrower’s current 
employment status within the same timeframe as the verbal VOE requirements. An email directly from the employer’s 
work email address that identifies the name and title of the verifier and the borrower’s name and current employment 
status may be used in lieu of a verbal VOE. In addition, the lender may obtain the VOE after loan closing, up to the time of 
loan delivery (though we strongly encourage getting the verbal VOE before the note date).  

 Paystub: The lender may obtain a year-to-date paystub from the pay period that immediately precedes the note date. 

 Bank statements: The lender can provide bank statements (or other alternative documentation as permitted by  B3-4.2-
01, Verification of Deposits and Assets) evidencing the payroll deposit from the pay period that immediately precedes the 
note date. 

Continuity of income  
 
Given the current economic climate associated with COVID-19 and its impact on employment and income, we recommend that 
lenders practice additional due diligence to ensure the most recent information is obtained. Lenders are strongly encouraged to 
help ensure any disruption to borrowers’ employment (or self-employment) and/or income due to COVID-19 is not expected to 
negatively impact their ability to repay the loan.  During these uncertain times, it is our goal to partner with you to help ensure 
sustainable homeownership for the borrower.   
 
As an example of additional due diligence for a self-employed borrower, lenders are encouraged to attempt to verify that the 
borrower’s business is operational closer to the note date rather than rely on our current Guide requirements (e.g., within 15 days 
instead of 120 days).   

https://selling-guide.fanniemae.com/Selling-Guide/Ensuring-Quality-Control-QC-/Subpart-D1-Lender-QC-Process/Chapter-D1-3-Lender-Post-Closing-QC-Mortgage-Review/1736894741/D1-3-06-Lender-Post-Closing-Quality-Control-Reporting-Record-Retention-and-Audit-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Ensuring-Quality-Control-QC-/Subpart-D1-Lender-QC-Process/Chapter-D1-3-Lender-Post-Closing-QC-Mortgage-Review/1736894741/D1-3-06-Lender-Post-Closing-Quality-Control-Reporting-Record-Retention-and-Audit-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Ensuring-Quality-Control-QC-/Subpart-D1-Lender-QC-Process/Chapter-D1-2-Lender-Prefunding-QC-Mortgage-Review/1736894291/D1-2-01-Lender-Prefunding-Quality-Control-Review-Process-03-28-2017.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-4-Asset-Assessment/Section-B3-4-2-Verification-of-Depository-Assets/1736868231/B3-4-2-01-Verification-of-Deposits-and-Assets-04-25-2017.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B3-Underwriting-Borrowers/Chapter-B3-4-Asset-Assessment/Section-B3-4-2-Verification-of-Depository-Assets/1736868231/B3-4-2-01-Verification-of-Deposits-and-Assets-04-25-2017.htm?searchtype=sf
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Submission of financial statements and reports 
 
Per A4-2-01, Financial Statements and Reports, sellers/servicers must submit financial statements and the Lender Record 
Information (Form 582) within 90 days after the end of their fiscal year. While we encourage submission of this information in a 
timely manner and by the Mar. 31, 2020 deadline (for those with a Dec. 31 fiscal-year end), we are extending the due date to Apr. 
30, 2020. 

Notes, electronic records, and signatures 
 
As a reminder, unless originated as an electronic note in accordance with A2-5.1-03, Electronic Records, Signatures, and 
Transactions, we require that the original promissory note be in the possession of the document custodian when it certifies the 
loan for our purchase.  See A3-3-05, Custody of Mortgage Documents and E-2-01, Required Custodial Documents; and the 
Requirements for Document Custodians, Sections 2.2 and 8.1 for additional detail. We require the original note to be in the 
possession of the document custodian before purchase of the loan to minimize transit risk and to protect our legal rights in the 
loan under applicable law. 
 
In addition, A2-5.1-03 describes all of our other policies related to electronic records, signatures, and notarizations. Note that 
electronic signatures are permitted under the terms of the Selling Guide but promissory notes may not be signed electronically 
unless the promissory note is an electronic note sold in accordance with A2-5.1-03. Lenders that are approved to deliver 
eMortgages may refer to the Guide to Delivering eMortgages to Fannie Mae for additional information. 

Title insurance 
 
We understand that recording offices are closed in certain areas due to public health directives associated with COVID-19 and that 
such closures present challenges for lenders in complying with title requirements in Selling Guide Chapter B7-2.  We are working 
to address these challenges, but in the meantime, we want to remind lenders that we accept lender’s policies of title insurance 
written on the 2006 ALTA loan title insurance form or a local equivalent.  Covered Risk 14 in the 2006 ALTA form includes “gap 
coverage” for matters arising between the loan closing date and the mortgage recording date. We will accept this as long as there 
is no exception for this coverage under Schedule B of the policy.  

Business continuity plans 
 
Consistent with the requirements in Business Continuity and Disaster Recovery in A4-1-01, Maintaining Seller/Servicer Eligibility, 
we expect sellers and servicers to follow their own business continuity and resiliency plans. The plans must ensure the ability to 
regain critical business operations in the event of a disruption or disaster.     
 
In addition, we have been in communication with the document custodians and have verified their business continuity plans are 
in place. Fannie Mae and impacted customers will be notified if changes to business operations at a document custodian become 
necessary. 
 
As the situation evolves, we want to reassure you that, as we undertake our own corporate precautionary measures, we are open 
for business and continue to fulfill our mission. We have business continuity plans in place to make sure you continue to receive 
the service and support you need during these extraordinary times.  For additional information, refer to our website.  

Additional resources ADDED May 19, 2020 
  
As a reminder, we have published other Lender Letters and helpful information regarding policies related to COVID-19.   

 LL-2020-04, Impact of COVID-19 on Appraisals 
 LL-2020-06, Selling Loans in Forbearance Due to  

COVID-19 

 LL-2020-02, Impact of COVID-19 on Servicing  
 LL-2020-07, COVID-19 Payment Deferral 
 COVID-19 Frequently Asked Questions (Servicing)  

https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A4-Maintaining-Seller-Servicer-Eligibility/Chapter-A4-2-Submission-of-Operational-Financial-Info/1736850741/A4-2-01-Financial-Statements-and-Reports-09-04-2018.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A3-Getting-Started-with-Fannie-Mae/Chapter-A3-3-Third-Party-Lending-Functions-and-Servicing/1736847651/A3-3-05-Custody-of-Mortgage-Documents-05-01-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Quick-Reference-Materials/Subpart-E2-Exhibits/1736896501/E-2-01-Required-Custodial-Documents-10-02-2019.htm?searchtype=sf
https://singlefamily.fanniemae.com/media/document/pdf/requirements-document-custodians
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-5-Loan-Files-and-Records/Section-A2-5-1-Establishment-Ownership-Retention/1736843551/A2-5-1-03-Electronic-Records-Signatures-and-Transactions-06-05-2019.htm?searchtype=sf
https://singlefamily.fanniemae.com/media/document/pdf/guide-delivering-emortgage-loans-fannie-mae
https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A4-Maintaining-Seller-Servicer-Eligibility/Chapter-A4-1-Maintaining-Seller-Servicer-Eligibility/1736849801/A4-1-01-Maintaining-Seller-Servicer-Eligibility-09-04-2018.htm?searchtype=sf
https://www.fanniemae.com/portal/covid-19.html
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-04-impact-covid-19-appraisals
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-03-impact-covid-19-originations
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-02-impact-covid-19-servicing
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-07-covid-19-payment-deferral
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-servicing-policy
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 COVID-19 Frequently Asked Questions (Selling) 
 Ask Poli Selling  

 

 Ask Poli Servicing 
 

 
 
 Lenders may also contact their Fannie Mae Account Team if they have questions about this Lender Letter. 

Have guide questions? Get answers to all your policy questions, straight from the source. Ask Poli. 

https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-originations-policy
https://askpoli.fanniemae.com/?guideType=Seller
https://askpoli.fanniemae.com/?guideType=Servicer
https://askpoli.fanniemae.com/?guideType=Seller&_ga=2.213443604.1603156932.1588165002-936014707.1588165002
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Lender Letter (LL-2020-04) Updated Jun.11, 2020  
May 28, 2020  

May 5, 2020 
Apr. 14, 2020 
Mar. 31, 2020  
Mar. 23, 2020 

To: All Fannie Mae Single-Family Sellers 
Impact of COVID-19 on Appraisals 

During this COVID-19 national emergency, in many cases lenders are unable to obtain an appraisal based on a full interior 
and exterior inspection of the subject property. In response, we are allowing temporary flexibilities to our appraisal 
requirements. We are working closely with Freddie Mac under the guidance of FHFA to offer these temporary measures. 

 
We are releasing information to our customers as quickly as possible and will update and republish this Lender 
Letter as new guidance becomes available.  

 

Updates to Lender Letter on Jun. 11, 2020 

 Extension of effective date: extending the application dates eligible for these temporary flexibilities to Jul. 31, 
2020 

Additions to Lender Letter on May 28, 2020 

 Recourse removal for HomeStyle Renovation loans that were subject to forbearance: providing guidance on when 
the lender may request recourse removal on loans that were subject to COVID-19 related forbearance during the 
renovation period 

 Delivery timeframe for HomeStyle Renovation loans when the renovation is completed prior to loan delivery: 
confirming our standard seasoning requirement of no more than 12 months after the note date applies to loans 
delivered with SFC 279 

 Additional resources: providing links to COVID-19 resources, such as other selling and servicing lender letters and 
FAQs 

Updates to Lender Letter on May 5, 2020 

 Extension of effective date: extending the application dates eligible for these temporary flexibilities to Jun. 30, 
2020 

Additions to Lender Letter on Apr. 14, 2020 

 Flexibilities for condominium project reviews: offering additional guidance and temporary flexibilities for project 
eligibility reviews on condo projects. 

 Virtual inspections for appraisals and renovation loans: providing clarity on when and how to use virtual 
inspection methods 

Additions to Lender Letter on Mar. 31, 2020, updated Apr. 14, 2020 

 Flexibilities for new construction loans: adding additional options for documentation including the use of two new 
certification templates UPDATED Apr. 14, 2020 to add reference to LTV ratio requirements for appraisals  

 Flexibilities for HomeStyle® Renovation loans: providing options for inspection requirements for draws NEW Apr. 14, 
2020 to include information for loans in forbearance 

Lender Letter content published Mar. 23, 2020, updated Mar. 31, 2020, Apr. 14, 2020 
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 Temporary appraisal requirement flexibilities: allowing exterior-only inspection appraisals or desktop appraisals 
UPDATED Mar. 31, 2020 to remove order of preference for permissible appraisals NEW Apr. 14, 2020 to include 
use of lender variances and temporary appraisal flexibilities 

 Desktop appraisals: allowing for purchase transactions when an interior and exterior appraisal is not available 

 Exterior-only inspection appraisals: allowing for purchase and refinances of Fannie Mae-owned loans 

 Revisions to the scope of work, statements of assumptions and limiting conditions, and appraiser’s certifications: 
requiring modified language to be used with exterior-only and desktop appraisals 

 Additional form instructions for appraisals: requiring identification of “exterior” or “desktop” on the interior and exterior 
reports UPDATED Apr. 14, 2020 to clarify only specific words may be used 

 Identification of a Fannie Mae loan: reminding lenders about our Loan Lookup tool to identify Fannie Mae-owned loans 
NEW Mar. 31, 2020 to include Desktop Underwriter information 

 Appraisal waivers: encouraging lenders to accept waiver offers when eligible 

 Delivery requirements: changes are not required at this time in Loan Delivery 

 Completion reports (Form 1004D): allowing alternatives when a Form 1004D cannot be obtained UPDATED Mar. 31, 
2020 to exclude HomeStyle Renovation loans 

 HomeStyle Renovation and HomeStyle Energy requirements: removed and replaced in its entirety by Mar. 31. 
2020 version 

Effective: UPDATED Jun. 11, 2020:  Unless otherwise noted below, these temporary flexibilities are effective 
immediately for all loans in process and remain in place for loans with application dates on or before Jul. 31, 2020.  

 

Recourse removal for HomeStyle Renovation loans that were subject to forbearance 
 
Effective: These temporary flexibilities are effective immediately and until further notice. 
 
We are offering temporary flexibilities for recourse removal on HomeStyle Renovation loans that were subject to COVID-19 related 
forbearance during the renovation period. For loans to be eligible for these flexibilities, the forbearance must be resolved and the 
borrower must be actively making mortgage payments under the original or modified mortgage terms. 
 
As long as the loan is not delinquent at the time of the request, a lender may request recourse to be removed upon documentation 
of completion of renovation on a loan that was subject to forbearance and meets one of the following criteria:  
 The borrower continued making regularly scheduled mortgage payments during the forbearance period (no payments 

were missed). Recourse may be removed upon termination of the forbearance and submission of satisfactory renovation 
completion evidence. 

 The borrower did not make regularly scheduled mortgage payments during the forbearance period (one or more 
payments were missed or the borrower remitted less than the agreed upon monthly payment one or more times). 
Recourse may be removed when the borrower has completed a repayment plan and the lender provides documentation 
that the loan remained current during the repayment period. 

 
For loans requiring a modification agreement or payment deferral plan due to missed payments in forbearance, our existing 
requirements for loan modifications apply. 
 
Loans where borrowers missed mortgage payments prior to Feb. 1, 2020, or at any time without entering into forbearance during 
the renovation period continue to be subject to the existing Selling Guide requirements for recourse removal on HomeStyle 
Renovation loans (Selling Guide B5-3.2-01, HomeStyle Renovation Mortgages). The timeline to allow recourse to be removed in this 
circumstance will be measured from the date the borrower resumed making timely payments on the original or modified mortgage 
terms, whichever is applicable. 

 
 

https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-3-Construction-and-Energy-Financing/Section-B5-3-2-HomeStyle-Renovation-Mortgage/1736882491/B5-3-2-01-HomeStyle-Renovation-Mortgages-02-27-2018.htm?searchtype=sf
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Delivery timeframe for HomeStyle Renovation loans when the renovation is completed 
prior to loan delivery 
 
We are offering flexibility to our temporary requirement that all loans be delivered within six months of the note date for 
HomeStyle Renovation loans the lender will deliver to Fannie Mae after the renovation has been completed. We will allow our 
standard seasoning requirement of no more than 12 months after the note date for these loans provided the renovation has been 
completed according to plans and the loan is delivered with Special Feature Code 279. HomeStyle Renovation loans the lender 
delivers prior to completion of renovation are subject to the temporary six month delivery seasoning requirement described in 
Lender Letter LL-2020-03, Impact of COVID-19 on Originations. 
 

Flexibilities for condominium project review 
We are offering additional guidance and temporary flexibilities for project eligibility reviews on condo projects. 

Waiver of project review 
We are extending project review waiver flexibilities for loans with LTV ratios greater than 80% and up to 90%. This flexibility applies 
to Fannie Mae-owned, limited cash-out refinance transactions for owner-occupied condo units only. Second homes and 
investment transactions are excluded. When applying this flexibility, lenders must confirm the project meets the following, existing 
requirements: 
 
 the litigation requirements described in Selling Guide B4-2.1-03, Ineligible Projects, and  
 all policies in Selling Guide B4-2.1-02, Waiver of Project Review, for all loans with LTV ratios greater than 80% using the 

waiver of review for Fannie Mae-owned limited cash-out refinance transactions. 
 
Lenders must provide Project Type Code V in the loan delivery data file for these transactions. The use of other Project Type Codes 
may result in fatal edits at loan delivery. 
 
Project documents used in project reviews 
Lenders have reported some HOAs are experiencing a delay in ratifying their 2020 budgets. When a budget review is required on an 
established project, we will accept the budget from the 2019 fiscal year if the current year’s budget has not yet been ratified due to 
issues related to COVID-19. To utilize this flexibility, the lender must confirm the project currently meets the HOA dues delinquency 
requirements in Selling Guide B4-2.2-02, Full Review Process. All other project standards requirements in Selling Guide B4-2, Project 
Standards, continue to apply.  
 

N OTE: New projects are excluded from this flexibility.  
 
Due to the impact of the COVID-19 pandemic on many businesses, we understand that lenders are having increased difficulties in 
obtaining project documents from some HOAs and property managers.  Lenders may use other sources of condo project data to 
complete their project reviews including, but not limited to, appraisals, MLS records, plat map and site surveys, public records, 
state laws or local ordinances, and tax searches.  Additionally, there are various vendor products available that provide project 
documents or information regarding project eligibility. 
 
Some information and documents, such as the project’s current budget, may only be available from the HOA or property manager. 
We recognize the lender may be unable to obtain this information immediately while the operations are closed for extended 
periods. We are reminding our lenders that if they previously completed a project review for an established condo project, that 
project review may be used for additional condo unit loans in the same condo project for up to one year (measured to the note date 
of the subsequent loans).  For new condo projects, the timeframe is 180 days prior to the note date.  Additionally, some lenders 
have found it helpful to use Fannie Mae’s Condo Project Manager™ (CPM™) to help track and communicate project review status 
and review dates within their organizations.  
 

N OTE: Lenders are responsible for obtaining mortgage insurance for all loans using these flexibilities when the loan’s LTV ratio 
is above 80%. 
 

https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-03-impact-covid-19-originations
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-2-Project-Standards/Section-B4-2-1-General-Project-Standards/1736879361/B4-2-1-03-Ineligible-Projects-06-05-2018.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-2-Project-Standards/Section-B4-2-1-General-Project-Standards/1736879281/B4-2-1-02-Waiver-of-Project-Review-08-07-2019.htm?searchtype=sf
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-2-Project-Standards/Section-B4-2-2-Project-Eligibility/1736880341/B4-2-2-02-Full-Review-Process-06-05-2018.htm?searchtype=sf


 

© 2020 Fannie Mae     LL-2020-04     Page 4 of 10 
 

Virtual inspections for appraisals and renovation loans 

Appraisers may use virtual inspection methods to augment the data and imagery that is used for either a desktop appraisal or an 
exterior-only appraisal. All traditional appraisals require the appraiser to perform a complete onsite interior and exterior inspection 
of the property. A virtual inspection cannot be used as a substitute for the onsite interior and exterior inspection for a traditional 
appraisal. Additionally, an onsite interior and exterior inspection is required for the Appraisal Update and/or Completion Report 
(Form 1004D) used to confirm completion of renovation for HomeStyle Renovation loans. Virtual inspections using video and 
photographs provided by the borrower or contractor can be used to evidence renovation progress to disburse additional 
renovation funds as described below.   

 
The following content was published prior to Apr. 14, 2020 

Flexibilities for new construction loans UPDATED April 14, 2020 
For new construction properties where the appraisal is “subject to completion per plans and specifications,” and also when the 
property is 100% complete but an interior and exterior inspection appraisal cannot be completed, we will permit a desktop 
appraisal on the forms identified in the following table. Lenders must adhere to the LTV ratio requirements in Temporary 
appraisal requirement flexibilities, including the requirement that second homes with LTV ratios above 85% require a 
traditional appraisal. These requirements apply to purchase transactions only and exclude all construction-to-permanent 
loans. 

 

Property Type Acceptable Appraisal Form 

One-unit property, including 
a unit in a planned unit development 
(PUD) or a detached condominium unit 

Uniform Residential Appraisal Report (Form 1004) 

Condominium unit Individual Condominium Unit Appraisal Report (Form 1073) 

Cooperative unit Individual Cooperative Interest Appraisal Report (Fannie Mae Form 
2090) 

Two- to four-unit property Small Residential Income Property Appraisal Report (Form 1025) 

Manufactured home Manufactured Home Appraisal Report (Form 1004C) 

 
To accommodate the desktop appraisal on the existing Fannie Mae forms, the revised scope of work, statement of assumptions 
and limiting conditions, and certifications must accompany the form. Additionally, as noted below, the appraiser must identify a 
desktop appraisal was performed by populating the Map Reference field on the appraisal with “desktop.” 

Documentation requirements for new construction loans 
If construction of the property has not yet begun or is partially complete, and the appraisal report will be completed “subject to 
completion per plans and specifications,” the lender must provide the appraiser with, or ensure that the builder has provided the 
appraiser with the following: 
 Plans and specifications 
 Survey and/or plot plan 
 Current photos of the subject property 

• If construction has not yet begun, a photograph of the site and down the street in both directions 
• If construction is partially complete, a photograph is required of the following: 

o A front view of the subject property 
o A rear view of the subject property 
o A street scene (i.e., a photograph down the street in both directions) 
o The following interior photos are required when construction is at a stage in which they are available: 

 The kitchen of the subject property 

https://www.allregs.com/AONG/main.aspx?did=003911409%40..FORM-70
https://www.allregs.com/AONG/main.aspx?did=003911409%40..FORM-465
https://www.allregs.com/AONG/viewform.aspx?formid=00002421&amp;formtype=agency
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 All bathrooms of the subject property 
 The main living area of the subject property 
 Basement, including all finished rooms 

 A copy of the complete, ratified sales contract, and all addenda 
 

If construction of the property is 100% complete, and the appraisal report will be completed “as is,” the lender must provide the 
appraiser with, or ensure that the builder has provided the appraiser with the following: 
 Plans and specifications 
 Survey and/or plot plan 
 Current photos of the subject property 

• A front view of the subject property 
• A rear view of the subject property 
• A street scene (i.e., a photograph down the street in both directions) 
• The kitchen of the subject property 
• All bathrooms of the subject property 
• The main living area of the subject property 
• Basement, including all finished rooms 

 A copy of the complete, ratified sales contract, and all addenda 
 

Builder certification 
The lender must obtain a signed Builder Certification attesting that the information provided is true and correct. This certification 
must be included in the loan file. 

Completion reports for new construction properties 
For new construction properties where the appraisal report was completed “subject to completion per plans and specifications,” 
if the lender is unable to obtain a completed Appraisal Update and/or Completion Report (Form 1004D) as a result of COVID-19 
related issues, we will accept the Completion of Construction Certification. 

 

Flexibilities for HomeStyle® Renovation loans 

We are providing flexibility for inspection requirements for draws for HomeStyle Renovation loans in process. Effective 
immediately, we will allow lenders and servicers to use a Completion of Construction Certification indicating the planned work was 
completed per the schedule on the renovation or installation contract (in lieu of an inspection) to advance additional renovation 
funds. This letter must be accompanied by supporting evidence such as photographs, site videos, or other proof of completion, 
like paid invoices. All evidence, including photographs and site videos, must be of sufficient quality and scope for the lender or 
servicer to confirm the required work was sufficiently completed as outlined in the renovation contract. All evidence must be 
maintained in the renovation loan file. Lenders may use this flexibility when they are unable to have an inspector complete the 
onsite inspection due to COVID-19 related issues. 

 
Additionally, we remind lenders that may be having difficulty having renovation completed within the negotiated timeframe that 
they can contact Fannie Mae to make alternative arrangements for the completion of the project. We require inspections and 
other documentation to review and approve requested extensions, but we will work with lenders on a case by case basis to 
determine appropriate alternatives. 

 
We remind lenders that all HomeStyle Renovation loans require a traditional appraisal during the underwriting process. The 
desktop and exterior-only appraisal flexibilities described below may not be used for these loans. We also continue to require 
lenders obtain an Appraisal Update and/or Completion Report (Form 1004D) when the work is completed. The Form 1004D, along 
with other documentation described in Selling Guide B5-3.2-01, HomeStyle Renovation Mortgages, is required to remove recourse 
from the renovation loan. 

 
Lastly, we understand that some lenders may be experiencing delays in obtaining the final title policy or a title policy update to 
show the removal of all materialman’s liens. We continue to work on these issues and will provide further guidance at a later date. 
 

https://singlefamily.fanniemae.com/media/document/pdf/covid-temp-builder-contractor-certification
https://singlefamily.fanniemae.com/media/document/pdf/covid-temp-completion-construction-certification
https://singlefamily.fanniemae.com/media/document/pdf/covid-temp-completion-construction-certification
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B5-Unique-Eligibility-Underwriting-Considerations/Chapter-B5-3-Construction-and-Energy-Financing/Section-B5-3-2-HomeStyle-Renovation-Mortgage/1736882491/B5-3-2-01-HomeStyle-Renovation-Mortgages-02-27-2018.htm?searchtype=sf
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HomeStyle Renovation loans in forbearance NEW Apr. 14, 2020 
We will allow renovation draws while a HomeStyle Renovation loan is in a forbearance status. All program requirements, 
including the flexibilities applicable to HomeStyle Renovation loans in this lender letter, continue to apply.  

 

The following content was published Mar. 23, 2020  

Temporary appraisal requirement flexibilities UPDATED Mar. 31, 2020 

Effective immediately, we are allowing temporary flexibilities to our appraisal inspection and reporting requirements. As 
described below, we will accept an alternative to the traditional appraisal required under Selling Guide Chapter B4-1, Appraisal  
Requirements, when an interior inspection is not feasible because of COVID-19 concerns. We will allow either a desktop 
appraisal or an exterior-only inspection appraisal in lieu of the interior and exterior inspection appraisal (i.e., traditional 
appraisal). 

 
If a traditional appraisal is not obtained and there is insufficient information about the property for an appraiser to be able to 
complete an appraisal assignment with a desktop or exterior-only inspection appraisal, the loan will not be eligible for delivery to 
us. 

 
Loan purpose LTV ratio Occupancy Ownership of loan 

being refinanced 
Permissible appraisals 

Purchase* Per Eligibility 
Matrix 

Principal residence  
 

N/A 

Traditional appraisal 
Desktop appraisal 
Exterior-only appraisal 

≤ 85% Second home 
Investment 

Traditional appraisal 
Desktop appraisal 
Exterior-only appraisal 

> 85% Second home Traditional appraisal 
Limited cash- 
out refinance 

 
 

Per Eligibility 
Matrix 

 

 
All 

Fannie Mae-owned Traditional appraisal 
Exterior-only appraisal 

Not Fannie Mae- 
owned 

Traditional appraisal 

Cash-out 
refinance 

Fannie Mae or not 
Fannie Mae-owned 

Traditional appraisal 

*Excludes construction-to-permanent loans. 
 

N OTE: For all loans with LTV ratios greater than 80%, we require mortgage insurance in accordance with our standard Selling 
Guide policy. Lenders must consult with their mortgage insurance companies to confirm coverage for mortgages using one of 
the temporary appraisal flexibilities. 
 

Use of lender variances and temporary appraisal flexibilities NEW Apr. 14, 2020 
The appraisal flexibilities announced in this Lender Letter may be combined with existing lender variances unless Fannie Mae 
notifies the lender that it may not combine negotiated terms with these flexibilities. 

Regardless of specific lender variances, only Fannie Mae-owned, limited cash-out refinance transactions being sold to Fannie Mae 
and purchase transactions are eligible for the appraisal flexibility shown in the following table: 

 
Loan purpose LTV ratio Occupancy Ownership of loan 

being refinanced 
Permissible appraisals 

Purchase 
transaction, 

Up to 97% Principal residence  
 

Traditional appraisal 
Desktop appraisal 
Exterior-only appraisal 
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Loan purpose LTV ratio Occupancy Ownership of loan 
being refinanced 

Permissible appraisals 

including new 
construction 
properties* 

≤ 85% Second homes and 
investment 
properties 

N/A 
Traditional appraisal 
Desktop appraisal 
Exterior-only appraisal 

Limited cash- 
out refinance 

As permitted in 
the Selling 
Guide 

All 
 

Fannie Mae-owned Traditional appraisal 
Exterior-only appraisal 

*Per guidance above, new construction loans are not eligible for exterior-only appraisals. 
 

A traditional appraisal with an interior and exterior inspections are required for all of the following: 

 second home purchase transactions with LTV ratios > 85%,  

 limited cash-out refinance transactions when the loan being refinanced is not owned by us, and 

 cash-out refinance transactions  

All other requirements for the use of temporary flexibilities included in this lender letter apply. 

Desktop appraisals 
For purchase money transactions when an interior and exterior appraisal is not available, lenders are encouraged to obtain a 
desktop appraisal rather than an exterior-only appraisal. 

 
The minimum scope of work for a desktop appraisal does not include an inspection of the subject property or comparable sales. 
The appraiser relies on public records, multiple listing service (MLS) information, and other third-party data sources to identify 
the property characteristics. 

 
When a desktop appraisal is performed, reported on Form 1004 or Form 1073, and submitted to us through the Uniform Collateral 
Data Portal® (UCDP®), the appraisal will be scored by Collateral Underwriter® (CU®). All loans with a CU risk score of 2.5 or less will 
receive value representation and warranty relief under Day 1 Certainty. With desktop appraisals, lenders will have the added risk 
management and efficiency benefit of being able to use CU to aid in the appraisal review process. 

 
The table below provides the appraisal report form that must be used to complete the desktop appraisal for each property type. 

 

Property Type Acceptable Appraisal Form 

One-unit property, including 
a unit in a planned unit development 
(PUD) or a detached condominium unit 

Uniform Residential Appraisal Report (Form 1004) 

Condominium unit Individual Condominium Unit Appraisal Report (Form 1073) 

Cooperative unit Individual Cooperative Interest Appraisal Report (Fannie Mae Form 
2090) 

Two- to four-unit property Small Residential Income Property Appraisal Report (Form 1025) 

Manufactured home Manufactured Home Appraisal Report (Form 1004C) 
 
 

As described below, Freddie Mac and Fannie Mae have worked together to develop documents that include modified appraisal 
report language for the scope of work, statement of assumptions and limiting conditions, and certifications that must be used 
with these appraisal forms.  

 

 

 

https://www.allregs.com/AONG/main.aspx?did=003911409%40..FORM-70
https://www.allregs.com/AONG/main.aspx?did=003911409%40..FORM-465
https://www.allregs.com/AONG/viewform.aspx?formid=00002421&amp;formtype=agency
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Exhibits for desktop appraisals 
Each desktop appraisal report must include the following exhibits: 

 a location map indicating the location of the subject and comparables, and 

 photographs of the subject property. We recognize that it may be challenging in some instances to obtain photographs; 
however, it is expected that the appraiser utilizes available means to obtain relevant pictures of the subject property. 

 
Exterior-only inspection appraisals 

An exterior-only inspection appraisal may be obtained in lieu of an interior and exterior inspection appraisal for the following 
transactions: 

 purchase money loans 

 limited cash-out refinances where the loan being refinanced is owned by Fannie Mae 
Lenders will not receive value representation and warranty relief under Day 1 Certainty® for loans with exterior-only appraisals. 

 
The table below shows the appraisal report form that must be used to complete an exterior-only inspection appraisal for each 
property type. Because there are not appropriate exterior-only appraisal report forms available for two- to four-unit properties 
and manufactured homes, we will accept an exterior appraisal scope of work completed using the applicable forms listed below. 

 

Property Type Acceptable Appraisal Form 

One-unit property, including a unit in a 
planned unit development (PUD) or a 
detached condominium unit 

Exterior-Only Inspection Residential Appraisal Report (Form 2055) 

Attached condominium unit Exterior-Only Inspection Individual Condominium Unit Appraisal 
Report (Form 1075) 

Cooperative unit Exterior-Only Individual Cooperative Interest Appraisal Report 
(Fannie Mae Form 2095) 

Two- to four-unit property Small Residential Income Property Appraisal Report (Form 1025) 

Manufactured home Manufactured Home Appraisal Report (Form 1004C) 

 
As further described below, Freddie Mac and Fannie Mae have worked together to develop documents that include modified 
appraisal report language for the scope of work, statement of assumptions and limiting conditions, and certifications that must 
be used with these appraisal forms. 

 

Exhibits for exterior-only inspection appraisals 
Lenders are reminded that the following exhibits to the appraisal report are required for an exterior-only inspection appraisal: 

 
 a street map that shows the location of the subject property and of all comparable sales that the appraiser used; 
 clear, descriptive photographs (either in black and white or color) that show the front of the subject property, and that 

are appropriately identified (photographs must be originals that are produced either by photography or electronic 
imaging); and 

 any other data−as an attachment or addendum to the appraisal report form−that are necessary to provide an adequately 
supported opinion of market value. 
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Revisions to the scope of work, statements of assumptions and limited conditions, and 
appraiser’s certification 

We recognize that the existing appraisal report forms do not accommodate the revised scope of work, statement of assumptions 
and limiting conditions, and certifications for some of the scenarios presented. To accommodate the temporary flexibilities in this  

Lender Letter, Freddie Mac and Fannie Mae have jointly developed the following documents that include modified language to be 
used with desktop appraisal reports and exterior-only appraisal reports: 

 Modified Set of Instructions, Scope of Work, Statement of Assumptions and Limiting Conditions, and Certification for 
Desktop Appraisals 

 Modified Set of Instructions, Scope of Work, Statement of Assumptions and Limiting Conditions, and Certification for 
Appraisals with Exterior-only Inspection 

 
These documents include modified language for the scope of work, statement of assumptions and limiting conditions, and 
certifications. It is important to note that certification #10 has been removed in recognition that the appraiser may have relied on 
information from an interested party to the transaction (borrower, realtor, property contact, etc.) and additional verification may 
not have been feasible. Appraisal reports submitted to us using the flexibilities provided in this Lender Letter must include these 
documents with the modified language for scope of work, statement of assumptions and limiting conditions, and certifications. 

 
Additional form instructions for appraisals UPDATED Apr. 14, 2020 

We are clarifying that the Map Reference field on the Appraisal Report for appraisals that use the flexibilities provided in this 
lender letter may only contain the word “desktop” or “exterior.”  No other words or phrases may be used or included.  The Map 
Reference field should reflect the appraisal type agreed to with the acceptance of the assignment and the minimum scope of 
work required for the assignment. The appraiser is responsible for determining what is the adequate scope of work for any 
assignment and may choose to expand the scope of work beyond the minimum required. 

 
Identification of a Fannie Mae loan 

Lenders can determine whether the existing loan is a Fannie Mae loan by referencing their own servicing records or by using the 
Loan Lookup tool.  

Updates to Desktop Underwriter® (DU®) NEW Mar. 31, 2020 
DU will be updated in a future release to identify when Fannie Mae owns an existing loan on limited cash-out refinance 
transactions. For a loan to be identified as an existing Fannie Mae loan, the subject property address and a Social Security number 
for at least one of the borrowers must match an existing loan in our portfolio.  
 
Appraisal waivers 

Lenders are encouraged to accept appraisal waiver offers when eligible and provided through DU to address concerns around 
contact between appraisers and homeowners. Lenders are reminded to submit the case to DU to determine whether an appraisal 
waiver is offered before ordering an appraisal. We remind lenders that all Selling Guide requirements pertaining to appraisal 
waivers apply (see Selling Guide B4-1.4-10, Appraisal Waivers). We are continuing to monitor the impact of COVID-19 and will 
evaluate additional appraisal waiver flexibilities if the situation warrants such action.  

Delivery requirements 

At this time, lenders are not required to make any changes to the data they submit to Loan Delivery in connection with the 
flexibilities announced in this Lender Letter. We will assess whether changes will be necessary and will notify lenders if changes 
are required at a future date. 

 

https://singlefamily.fanniemae.com/media/document/doc/desktop-appraisal-forms-covid-temp-certification
https://singlefamily.fanniemae.com/media/document/doc/desktop-appraisal-forms-covid-temp-certification
https://singlefamily.fanniemae.com/media/document/doc/desktop-appraisal-forms-covid-temp-certification
https://singlefamily.fanniemae.com/media/document/doc/exterior-appraisal-forms-covid-temp-certification
https://singlefamily.fanniemae.com/media/document/doc/exterior-appraisal-forms-covid-temp-certification
https://singlefamily.fanniemae.com/media/document/doc/exterior-appraisal-forms-covid-temp-certification
https://www.knowyouroptions.com/loanlookup
https://selling-guide.fanniemae.com/Selling-Guide/Origination-thru-Closing/Subpart-B4-Underwriting-Property/Chapter-B4-1-Appraisal-Requirements/Section-B4-1-4-Special-Appraisal-and-Other-Valuation/1736878771/B4-1-4-10-Appraisal-Waivers-08-07-2019.htm?searchtype=sf
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Completion reports (Form 1004D) UPDATED Mar. 31, 2020 

We require the Appraisal Update and/or Completion Report (Form 1004D) to evidence completion when the appraisal report has 
been completed “subject to.” For all loans for which a completion certification is not available due to issues related to COVID-19, 
(excluding HomeStyle® Renovation loans), we will permit a letter signed by the borrower confirming that the work was 

completed. Lenders must also provide further evidence of completion, which may include photographs of the completed work, 
paid invoices indicating completion, occupancy permits, or other substantially similar documentation. All completion 
documentation must be retained in the loan file. 

Additional Resources ADDED May 28, 2020 

As a reminder, we have published other Lender Letters and helpful information regarding policies related to COVID-19. 
 LL-2020-03, Impact of COVID-19 on Originations 
 LL-2020-06, Selling Loans in Forbearance Due to  

COVID-19 
 COVID-19 Frequently Asked Questions (Selling) 
 Ask Poli Selling  

 

 LL-2020-02, Impact of COVID-19 on Servicing  
 LL-2020-07, COVID-19 Payment Deferral 
 COVID-19 Frequently Asked Questions (Servicing)  
 Ask Poli Servicing 
 

 

 
Lenders may also contact their Fannie Mae Account Team if they have questions about this Lender Letter.  

Have guide questions? Get answers to all your policy questions, straight from the source. Ask Poli. 
 

https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-03-impact-covid-19-originations
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-06-covid-19-selling-loans-forbearance
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-originations-policy
https://askpoli.fanniemae.com/?guideType=Seller
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-02-impact-covid-19-servicing
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-07-covid-19-payment-deferral
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-servicing-policy
https://askpoli.fanniemae.com/?guideType=Servicer
https://singlefamily.fanniemae.com/external-resource/ask-poli-link
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Lender Letter (LL-2020-06)               Updated:  Jun. 11, 2020 
  May 19, 2020 
  Apr. 22, 2020 

To: All Fannie Mae Single-Family Sellers  
Selling Loans in Forbearance Due to COVID-19  
 

 
The COVID-19 pandemic has caused job loss, income reduction, and other issues impacting businesses and borrowers. As 
it continues to put strain on the mortgage industry, Fannie Mae and Freddie Mac, under the guidance of FHFA, are working 
together to assist our customers and provide liquidity to the market.   
 
While lenders are putting in place additional due diligence to ensure borrowers have stable income with which to repay 
their loans, there is an increase in loans going into forbearance after loan closing and before sale to us.  This Lender Letter 
addresses the eligibility and delivery requirements for these loans.  
 
Updates to Lender Letter on Jun. 11, 2020 

 Effective dates: extended eligible note dates to Jul. 31 and delivery to Sep. 30  
 
Updates to Lender Letter on May 19, 2020 

 Effective dates: extended eligible note dates to Jun. 30 and delivery to Aug. 31  
 
Lender Letter content published Apr. 22, 2020, Updated May 19, 2020, Jun. 11, 2020 

 Overview: providing liquidity options for certain loans that have been placed into forbearance after loan closing but 
prior to loan sale 

 Effective dates: delivery to begin May 1, 2020 for loans with notes dated Feb. 1, 2020 through Jun. 30, 2020 UPDATED 
May 19, 2020 and Jun. 11, 2020 to extend eligible note and delivery dates 

 Eligibility requirements for sale of loans in forbearance: including purchase and limited cash-out refinance 
transactions that are no more than one-month delinquent at the time of sale or securitization  

 Representations and warranties: notwithstanding this temporary purchase of loans in forbearance, reminding lenders 
of their responsibility for selling loans that meet our requirements UPDATED May 19, 2020 to clarify that loans in 
forbearance with an acceptable payment history are eligible for enforcement relief   

 Reporting forbearance after delivery: reminding servicers about reporting forbearance following loan delivery 

 Additional resources: listing of COVID-19 policy communications and resources UPDATED May 19, 2020 

Overview 
  
In accordance with long standing policy, mortgage loans must be current at time of sale to us.  Loans that have been placed into 
forbearance prior to sale are not considered current and are currently ineligible.    
 
Due to the unprecedented and swift nature of the COVID-19 pandemic and its impact on the nation’s employment, we are 
providing liquidity options for certain loans that have been placed into forbearance after loan closing but prior to loan sale. We 
will temporarily be purchasing (or securitizing) loans that are in forbearance that would otherwise be ineligible based on our 
current policies.  
Our focus is to provide liquidity to the market, while also managing credit risk.  As a result, we will review the volume of loans sold 
to us under these temporary provisions and may adjust our requirements as necessary.   
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Defining forbearance 
A forbearance plan is a workout option for borrowers with a temporary unresolved hardship that provides a period of reduced or 
suspended payments. For the purpose of this temporary sale flexibility, we define forbearance as beginning when the borrower: 

 attested to or otherwise informed the lender or servicer that, after the note date, he or she has suffered financial 
hardship caused directly or indirectly by COVID-19 and requested forbearance; or 

 was approved for a forbearance plan based on a COVID-19 related financial hardship that occurred after the note date. 
 
A general inquiry from a borrower about forbearance without a request for forbearance does not automatically define the loan as 
in forbearance. Furthermore, a loan may be in forbearance without regard to whether a borrower made their first payment (for 
example, a borrower requests forbearance but continues to make their payments).  

N O T E :  In connection with loans a lender intends to sell to Fannie Mae, lenders should not in any way discourage borrowers 
from contacting them or encourage borrowers to delay notifying them either before or after the note date if they are 
experiencing a COVID-19 related financial hardship.   

Effective dates UPDATED May 19, 2020, Jun. 11, 2020 
  
Loans in forbearance due to a COVID-19 hardship with note dates on or after Feb. 1, 2020 and on or before Jul. 31, 2020 may be 
delivered to Fannie Mae beginning May 1, 2020 according to the following schedule:  
 

Note Dates Feb. 1 – March 31 
Actual Last Paid 
Installment Date 

Last Day to Submit 
Whole Loans 

MBS 
Last Day to Submit Pool MBS Issue Month 

February 1 Not eligible Not eligible Not eligible 

March 1 May 15 May 15 May 

April 1 May 31 May 22 May 

May 1 May 31 May 22 May 

Note Dates April 1 – July 31 

April 1 June 15 
May 22 May 

June 15 June 

May 1 July 15 

May 22 May 

June 24 June 

July 15 July 

June 1 August 15 

June 24 June 

July 27 July 

August 15 August 

July 1 
 

September 15 

July 27 July 

August 25 August 

September 15 September 

August 1 September 30 
August 25 August 

September 24 September 

              All dates in this table are in 2020. 
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These dates will ensure compliance with the payment history policy below. For single-closing construction-to-permanent 
transactions, the date the loan converts to permanent financing will be used in place of the note date. 

N O T E :  We expect loans sold to us under this option to be representative in both profile and volume of a lender’s 
agency-eligible loan originations typically sold to Fannie Mae.  

Eligibility requirements for sale of loans in forbearance 
  
Loans in forbearance due to a COVID-19 hardship will be eligible for sale to us if the loans comply with the following requirements.  
 

Criteria Terms 

Eligible transactions  Purchase 
 Limited cash-out refinance 

Ineligible transactions  Cash-out refinance 

Payment history Loans in forbearance cannot be more than one-month delinquent at the 
time the lender submits the loan data in Loan Delivery for whole loan 
purchase or MBS execution (refer to the effective dates above for 
implementation details)  

MBS pools (including TBA-
eligible UMBS pools)   

All standard pooling policies apply (with exception allowed for inclusion 
of loans in forbearance and one-month delinquency)  

Fannie Majors® Loans are eligible for delivery in Fannie Majors based on the above MBS 
effective dates 

Special Feature Code All loans must be delivered with SFC 919, COVID Forbearance 

Loan Delivery data Lenders must deliver 
 Actual Unpaid Principal Balance (whole loan and MBS) 
 Actual Last Paid Installment Date (whole loan and MBS) 
 Scheduled MBS Issue Date Unpaid Principal Balance (MBS)  
 First-time homebuyer data elements, if applicable (whole loan and 

MBS) 
Refer to the Job Aid for additional guidance on delivering COVID-19 loans 
in forbearance.   

Loan-level price adjustment 
(LLPA) 

 500 basis points (5.000%) for loans where any borrower is a first-time 
homebuyer (as defined in the Selling Guide), or 

 700 basis points (7.000%) for all other loans 
This LLPA is in addition to any other price adjustments that are otherwise 
applicable to the particular transaction. 

Representations and Warranties  
 
In response to the pandemic, we reminded lenders of their obligations related to determining continuity of income and income 
stability in Lender Letter LL-2020-03 and the related Frequently Asked Questions. We have recommended that lenders practice 
additional due diligence to ensure the most recent information is obtained and strongly encourage lenders to help ensure any 
disruption to borrowers’ employment (or self-employment) or income, or changes in financial position due to COVID-19 are not 
expected to negatively impact their ability to repay the loan.  
 
Notwithstanding the temporary flexibility allowing the sale of loans in forbearance, the lender remains responsible for 
compliance with all other requirements in the Selling Guide, as modified by the COVID-19 Lender Letters. The lender must ensure 

https://singlefamily.fanniemae.com/media/document/pdf/loan-delivery-information-temporary-forbearance-flexibilities
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-03-impact-covid-19-originations
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-originations-policy
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the borrower is qualified for the loan, according to the Selling Guide, as of the note date.  The lender’s representation and 
warranty obligations remain unchanged. 

Enforcement relief for loans in forbearance UPDATED May 19, 2020 
The enforcement relief framework in the Selling Guide currently states that loans subject to a forbearance agreement  
are not eligible for relief based on the borrower’s payment history but may be eligible based on a quality control review.  We are 
clarifying that we will define a loan as having an acceptable payment history if the borrower continues to make timely payments 
during the forbearance period and the loan meets all other Version 2 requirements.  

N O T E :  This clarification applies to all loans that go into forbearance after sale to us, not only loans sold to us under this 
temporary sale flexibility.  The Selling Guide will be updated at a later date to reflect this clarification.  

See A2-3.2-02, Enforcement Relief for Breaches of Certain Representations and Warranties Related to Underwriting and Eligibility, 
for additional information and also see  Scenarios: Loans in Forbearance Due to COVID-19 and Representations and Warranties for 
additional guidance. 
 

Reporting forbearance after delivery 
  

As a reminder, servicers are required to report any forbearance to Fannie Mae the next reporting month following loan delivery. 
Refer to the Servicing Guide, C-4.3-01, Servicer Responsibilities Related to Investor Reporting, for information on reporting 
forbearance to Fannie Mae. Also see the related Job Aid on reporting COVID-19 related forbearance to Fannie Mae. 

Additional resources UPDATED May 19, 2020 
  
As a reminder, we have published other Lender Letters and helpful information regarding policies related to COVID-19.   
 

 LL-2020-03, Impact of COVID-19 on Originations  
 LL-2020-04, Impact of COVID-19 on Appraisals 
 COVID-19 Frequently Asked Questions (Selling) 
 Ask Poli Selling  

 

 LL-2020-02, Impact of COVID-19 on Servicing  
 LL-2020-07, COVID-19 Payment Deferral 
 COVID-19 Frequently Asked Questions (Servicing)  
 Ask Poli Servicing 
 

 
Lenders who have questions about this Lender Letter should contact their Fannie Mae Account Team. 

 

https://selling-guide.fanniemae.com/Selling-Guide/Doing-Business-with-Fannie-Mae/Subpart-A2-Lender-Contract/Chapter-A2-3-Lender-Breach-of-Contract/Section-A2-3-2-Loan-Repurchases-Make-Whole-Payments/1736839941/A2-3-2-02-Enforcement-Relief-for-Breaches-of-Certain-Representations-and-Warranties-Related-to-Underwriting-and-Eligibility-08-07-2019.htm?searchtype=sf
https://singlefamily.fanniemae.com/media/document/pdf/scenarios-loans-forbearance-due-covid-19-and-representations-and-warranties
https://servicing-guide.fanniemae.com/THE-SERVICING-GUIDE/Part-C-Mortgage-Loan-Payment-Processing-Remitting-Account/Chapter-C-4-Reporting/Section-C-4-3-Investor-Reporting-Requirements/C-4-3-01-Servicer-Responsibilities-Related-to-Investor/1041160321/C-4-3-01-Servicer-Responsibilities-Related-to-Investor-Reporting-01-18-2017.htm?search=sf
https://singlefamily.fanniemae.com/media/22366
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-03-impact-covid-19-originations
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-04-impact-covid-19-appraisals
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-originations-policy
https://askpoli.fanniemae.com/?guideType=Seller
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-02-impact-covid-19-servicing
https://singlefamily.fanniemae.com/media/document/pdf/lender-letter-ll-2020-07-covid-19-payment-deferral
https://singlefamily.fanniemae.com/media/document/pdf/faqs-covid-servicing-policy
https://askpoli.fanniemae.com/?guideType=Servicer
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