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Condo & PUD Guidelines 

 Condo and PUD Definitions 

 FNMA 

 Site and Detached Condos 

 2-4 Unit Condo Projects 

 PUDs 

 FNMA Project Approval Types 

 FNMA Approved Projects (PERS approved) 

 Limited Review Process  

 CPM Expedited Review Process 

 Lender Full Review Process 

 Project Eligibility Service (PERS) 

 FHA 

 DELRAP 

 HRAP 

 VA 



Condo Definitions: a form of ownership 

• Condominium: A title to a unit of real property which is ownership in the airspace. 

The owner of the condo also owns an undivided interest with owners of other units in 

the common area, which are managed by a homeowners„ association (HOA). An 

apartment the owner owns vs. rents. 

 

• Attached Condominium: Owner does not maintain exterior of the unit. Typically, has 

extensive common areas and amenities shared with other owners. 

 

• Site Condominium/Detached Condo: Also known as lot line condo. Owner has 

more control over exterior of unit and is not attached to adjacent units. Typically, has 

fewer common areas and amenities.  

 

• PUD: Owner owns the lot and dwelling and owns an undivided interest with the other 

owners in the common areas. Common areas usually less extensive than Condo. 

 

• How can you tell? Prelim (legal description), Appraisal, CC&Rs will declare under 

what legal structure the project was developed (condo vs. PUD). 
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Legal Description Examples: 
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Site and Detached Condos 

• Treated as a Single Family Residence- for the most part 

• No Condo Questionnaire required 

• Site or Detached Condo Warranty to be completed by underwriter-see below 
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Condos: 2-4 Units, Established & New 

• Use Full Lender Review Process for 2-4 Units 

 

• Request PCM Full Review Conventional Condo Questionnaire 

 

• Underwriter to complete Condo Warranty Form for 2-4 Units 
– Units and Common areas 100% complete 

– All but  unit must be primary or 2nd home 

– No entity may own more than 1 unit 

– Only 1 unit can be not yet sold 

– If 1 unit is not yet sold, all sold units must be owner occupied 

– If all units are sold, only one unit can be non-owner occupied 

• Required documentation: 
– Appraisal 

– Master Insurance Policy for the Project 

– Control of HOA: no requirements 
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PUDs: Established or New 

• Treated as a Single Family Residence- for the most part 

 

• No Condo Questionnaire or Warranty Form required 
– Unit is 100% complete 

– No Pre-Sale Requirements 

– Control of HOA: must be handed over to owners on established PUD project 

– Control HOA: no requirement on New PUD project 

– 1 Million Dollar Master Insurance Policy required 
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FNMA Condo Project Approval Types: A decision Tree 



FNMA Approved Projects 

• Check FNMA Project Approval Status 
– https://www.efanniemae.com/syndicated/documents/dps/condopud/CA.pdf 

• Underwriter must determine that the condo project is still eligible. 
– Does the PERS approval have any conditions to it?  If not she is good.  It probably is a Type T 

condo which is a Fannie Mae Reviewed project accepted via PERS. If approval is conditional, 

underwriter must contact FNMA to get conditions and warrant project meets them.  
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• Established projects only (developer transferred control to unit owners) 

• Unit & Common area 100% complete-no additional phasing 

• 90% of the total units are sold and closed-attached units only 

• No litigation 

• Attached units in new Condo Projects and attached units that are 

investment properties not eligible 

• Maximum LTV/CLTV for attached units in established projects is 90% 

for principal residence with Approve recommendation in DU 

• Limited Review process may be used to deliver more than one 

mortgage in a condo project-however lender may not solicit these 

• Intended to be used on a spot loan basis 

© 2010 Pinnacle Capital Mortgage | Equal Housing Lender | NMLS 81395 | Licensed by the 

Department of Corporations under the California Residential Mortgage Lending Act. 

FNMA: Limited Review-requirements 



Limited Review: Documentation 

• PCM Limited Review – Condo Questionnaire 

 

• Underwriter to complete Condo Warranty Form for Limited Review 

 

• Underwriter to check Ineligible Projects Condo Warranty 

 

• Need DU “Limited Review” Approval in your findings 

 

• Supporting Documents needed: 
– Appraisal 

– Master Insurance Policy 
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CPM: Expedited Review 
Condo Project Manager 

• CPM is an automated condo project approval decision engine 

 

• Available only to FNMA Seller Servicers 

 

• CPM approvals are good for one year and are lender specific 

 

• Some criteria relief is available with an Expedited Review approval: 
– Presale requirements 

 

• Available for Established projects and New Projects 
– New Projects will require an attorney‟s opinion letter 

 

• Owner Occupied properties up to 90% max LTV/CLTV 

 

• Investment properties or units less than 400 sq feet not allowed on CPM 
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CPM: Expedited Review Documentation 

• PCM Full Review-Condo Questionnaire 

 

• Underwriter runs CPM on eFannieMae.com for Expedited Approval 

 

• Underwriter completes Expedited Review Condo Warranty Form-coming 

soon! 

 

• Underwriter checks ineligible condo project list 

 

• Supporting Documentation Required: 
– Appraisal 

– Budget 

– Control of HOA: turned over to unit owners 

– Master Insurance Policy for the Project 
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FNMA on CPM 
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FNMA: Full Lender Review 

• Established projects only (attached) 5 plus units 

• All the requirements of the Limited Review 

• Underwriter to complete the Full Lender Review Warranty Form 

• Underwriter to review the budget and warrant it is adequate 
– Provides for funding of replacement reserves for capital expenditures and deferred  

maintenance (at least 10% of the budget and provides adequate funding for insurance 

deductible amounts) 

• Legal Document Review*see next slide must be completed by the 

HOA, if not completed the HOA can supply an Attorney‟s Opinion Letter 

• No entity owns more than 10% 

• Units must be separately metered 
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Legal Document Review 
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Q#33 of our Full Review Condo Questionnaire must be completed by HOA or they 

must provide an attorney’s opinion letter.  PCM will not review legal documents. 



Full Review: Documentation 

• PCM Full Review Condo Questionnaire 

• Appraisal 

• Current Budget 

• Master Insurance Policy 

• Fidelity Bond if over 20 units 

• Minutes from last 2 HOA‟s meetings 
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PERS Approval 

Project Eligibility Review Service 
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Advantages of PERS approval 

• Projects may be eligible for additional approval flexibility, including: 
– More flex on presale compared to the 90% under Lender Full Review-a lower presale 

requirement can be established by FNMA via PERS 

– Obtain approval on projects more than 20% commercial space 

– Obtain approval based on legal, marketing, or construction phases 

 

• FNMA‟s approval is accepted by many investors, including FHLMC 

 

• Any lender that sells loans to FNMA can accept the PERS approval 

 

• When approved, the project will be listed on eFannieMae.com under 

the PERS-approved projects: the list will be available to all lenders 

 

 



Submission for PERS approval 
to pers_projects@efanniemae.com 
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Refer to FNMA Announcement 08-34 for more information and Related FAQs  

https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2008/0834.pdf
https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2008/0834.pdf
https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2008/0834.pdf
https://www.efanniemae.com/sf/guides/ssg/relatedsellinginfo/condogls/pdf/projectreviewsummaryfaq.pdf


FNMA Condo Project Approval Decision Tree-Attached Condos 



FNMA Condo Insurance Requirements 
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FNMA Condo Liability &  

Fidelity Bond Coverage requirements 
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• CALIFORNIA Liability Insurance Requirements 

 
– $2,000,000 Coverage minimum per any single occurrence (California projects with 100 

or few units) 

– $3,000,000 Coverage minimum per any single occurrence (California projects with 

greater than 100 units) 

– Additional liability coverage may be in the form of an “umbrella” or “additional liability” 

– Additional CA liability requirements do not apply to attached PUDs 

 

• Fidelity Bond Insurance Requirements 
– Required on all projects over 20 units 

– Coverage>= no less than the max amount of funds in custody of HOA at any one time, 

OR an amount equal to 3 months HOA assessments, if financial controls are in place 

(separate accounts for reserves and operating budge) 

 

 

 



FHA Condo Approval 

• HRAP HUD Review Approval Process 
– PCM can lend if HRAP approval is in place 

– PCM underwriter must warrant project meets HUD guidelines using our FHA Condo 

Warranty Form 

• DELRAP Direct Endorsement Lender Review Approval Process 
– PCM can lend if a DELRAP approval is in place as a Subsequent User 

– PCM underwriter must warrant the project meets HUD guidelines using our FHA Condo 

Warranty form 

• Getting a Condo Project HRAP approved 

– Submit direct to HUD for Project Approval 

• http://www.hud.gov/offices/hsg/sfh/condo/ 

– Use a third party Project Approval Company 

• http://www.CondoApprovalsLLC.com  Liz Bayer 415.383.3111 

• http://www.projectapprovals.com 

 

© 2010 Pinnacle Capital Mortgage | Equal Housing Lender | NMLS 81395 | Licensed by the 

Department of Corporations under the California Residential Mortgage Lending Act. 

http://www.hud.gov/offices/hsg/sfh/condo/
http://www.hud.gov/offices/hsg/sfh/condo/
http://www.condoapprovalsllc.com/
http://www.projectapprovals.com/


© 2010 Pinnacle Capital Mortgage | Equal Housing Lender | NMLS 81395 | Licensed by the 

Department of Corporations under the California Residential Mortgage Lending Act. 

FHA Condo Requirements 

Requirements: 
•50% presold 

•50% owner occupied 

•FHA Concentration 30% or less 

•No more than 10% owned by any one investor 

•No more than 15% of units more than 30 days delinquent (including REO) 

•Any pending litigation or special assessments must be reviewed carefully 

•No more than 25% of floor space can be commercial use. 

•Need budget to show at least 10% allocated to reserves 

•Master insurance must show 100% cost replacement and liability coverage for all 

common elements 

•H0-6 walls in coverage with 20% of appraised value and max of 5% deductible 

•Fidelity coverage for any projects over 20 units (HOA dues x3 #units + reserves) 
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Required Documentation: 

 

•HRAP/DELRAP approval in HUD condo approval lookup: 

•https://entp.hud.gov/idapp/html/condlook.cfm 

•FHA Condo Questionnaire completed in full 

•FHA Warranty Form to be completed by underwriter 

•Master insurance and HO-6 coverage policy 

•Budget 

•Documentation to show FHA concentration 

•Note: if there is any doubt about stability of HOA, last 2 HOA meeting 

minutes may be requested 

FHA Condo Documentation 

https://entp.hud.gov/idapp/html/condlook.cfm


VA Condo Approval 

• VIP Condo/PUD Customized Condo Report 
– VA No Longer approves or reviews PUDs 

– https://vip.vba.va.gov/portal/VBAH/VBAHome/condopudsearch 

– No Condo Questionnaire 

– No VA Condo Warranty Form 

• Getting a condo project approved by VA-refer to Lenders Handbook 

Chapter 16-A.05 
– http://www.benefits.va.gov/warms/pam26_7.asp 
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 PCM Condo Reference Tools 

• Located in Sharepoint/Underwriting & Compliance/Condo Guidelines and 

Warranty Forms 

• Condo and PUD Matrix Reference Sheet 

• 3 Condo Questionnaires (to be completed by the HOA) 
1. Conventional Full Review 

2. Conventional Limited Review 

3. FHA  

• 8 Condo Warranty Forms (to be completed by the underwriter) 
1. Ineligible Projects 

2. 2-4 Unit 

3. Detached and Site 

4. Established Project 

5. FHA 

6. Homepath 

7. Limited Review 

8. Expedited Review (CPM) Coming soon! 
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https://sharepoint.alpinemc.com/Underwriting/default.aspx







