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XI, 203: Appraisal and Property Inspection Report Forms (11/01/05)

Our appraisal report forms recognize the Uniform Standards of Professional Appraisal Practice as the
minimum appraisal standards for the appraisal industry. In addition, we have established our own separate
appraisal requirements to supplement the Uniform Standards because we believe that this is necessary to
ensure that all of our specific concerns are addressed for any given appraisal. Our appraisal report forms are
designed in a way that results in an appraiser’s being in full compliance with our requirements if he or she
provides all of the information required by the forms and presents the applicable data accurately and
completely.

Our appraisal report forms provide a concise format for presenting both the appraiser’s description of the
subject property and the valuation analysis that leads to the opinion of market value. We have one appraisal
report form for reporting an appraisal for each property and inspection type for both Desktop Underwriter
and manually processed mortgages. The appraisal report form that should be used generally depends on the
type of property and property inspection required. The appraiser must complete our forms in a way that will
clearly reflect the thoroughness of his or her investigation and analysis and provide the rationale for the
opinion of market value. Although the scope of work for the appraisal or the extent of the appraisal process is
guided by our appraisal report forms, the forms do not limit or control the appraisal process. The appraiser’s
analysis should go beyond any limitations of the forms, with additional comments and exhibits being used if
they are needed to adequately describe the subject property, document the analysis and valuation process, or
support the appraiser’s conclusions. The extent of the appraiser’s data collection, analysis, and reporting must
be determined by the complexity of the appraisal assignment. For example, the scope of work for an appraisal
based on an interior and exterior property inspection reported on the Uniform Residential Appraisal Report
(Form 1004) is based on the complexity of the appraisal assignment and the reporting requirements of the
appraisal report form, including the stated definition of market value, statement of assumptions and limiting
conditions, and certifications. The appraiser is required, at a minimum, to:

. perform a complete visual inspection of the interior and exterior areas of the subject property,
. inspect the neighborhood,

. inspect each of the comparable sales, at least from the street,

. research, verify, and analyze data from reliable public and/or private sources, and

. report his or her analysis, opinions, and conclusions in the appraisal report.

The stated scope of work on the appraisal report forms reflect the minimum level of research and analysis
required. The appraiser can expand the minimum scope of work for the appraisal and report on any additional
research or analysis that was necessary and performed based on the complexity of the appraisal assignment.
The need for an expanded scope of work is specific to the particular appraisal assignment and should be the
exception, not the norm, for appraisals on typical one-unit properties.

An appraiser may use computer software programs that are designed to reproduce our appraisal report
forms—including programs that have “expandability” features that allow increases in areas of the forms that
call for the insertion of narrative comments. However, the sequence of the information—as well as all of the
specific information (including the instructions, entries, directions, etc.)—must be exactly as it appears on the
hard-copy of the form(s).

A lender may accept an appraisal report that is transmitted electronically using facsimile machines, Internet
connections, wireless transmissions, or any other types of transmissions that use public or private telephone
lines—as long as the appraisal report adequately identifies the appraiser and includes a reproduced signature
of the appraiser whose name appears on the report, and the lender represents and warrants to us that the
appraisal report was created by the appraiser identified on the appraisal report and that the appraisal report is
the complete and unaltered report submitted by the identified appraiser. The lender may store any appraisal
reports it receives (whether they are originally provided as paper documents or in electronic format) by using
any photographic, electronic, optical, or other storage technology that enables it to retrieve and reproduce a
complete and clear copy of an appraisal report (and its related addenda, photographs, and attachments) at any
time in response to a request from us. Regardless of the transmission or storage method used, the lender will
be responsible for the accuracy of the information and the integrity of the documents and for ensuring that the
appraisal was prepared in accordance with our appraisal guidelines. We have nine different appraisal report
forms depending on the type of property and property inspection required. The appraiser must use the March
2005 version of the following forms and include any other data—either as an attachment or addendum to the
appraisal report form—needed to adequately support the opinion of market value.

. Uniform Residential Appraisal Report (Form 1004) for appraisals of one-unit properties and units in
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planned unit developments (including those that have an illegal second unit or accessory apartment)
based on interior and exterior property inspections. Form 1004 also may be used for two-family
properties, if each of the units is occupied by one of the co-borrowers as his or her principal residence or
if the value of the legal second unit is relatively insignificant in relation to the total value of the property
(as might be the case for a basement unit or a unit over a garage). In addition, appraisals for units in
condominium projects that consist solely of detached dwellings may be documented on Form 1004, if
the appraiser includes an adequate description of the project and information about the owners’
association fees and the quality of the project maintenance.

. Exterior-Only Inspection Residential Appraisal Report (Form 2055) for appraisals of one-unit
properties and units in planned unit developments based on exterior-only property inspections.

. Manufactured Home Appraisal Report (Form 1004C) for appraisals of one-unit manufactured homes
(including manufactured homes in a PUD, condominium or cooperative project) based on interior and
exterior property inspections.

. Individual Condominium Unit Appraisal Report (Form 1073) for appraisals of one-unit properties in
condominium projects based on interior and exterior property inspections.

. Exterior-Only Inspection Individual Condominium Unit Appraisal Report (Form 1075) for appraisals
of one-unit properties in condominium projects based on exterior-only property inspections.

. Individual Cooperative Interest Appraisal Report (Form 2090) for appraisals of one-unit properties in
cooperative projects based on interior and exterior property inspections.

. Exterior-Only Inspection Individual Cooperative Interest Appraisal Report (Form 2095) for appraisals
of one-unit properties in cooperative projects based on exterior-only property inspections.

Small Residential Income Property Appraisal Report (Form 1025) for appraisals of two-unit to
four-unit properties (including two-unit to four-unit properties in PUD, condominium or cooperative
projects) based on interior and exterior property inspections.

e Appraisal Update and/or Completion Report (Form 1004D) for appraisal updates and/or completion
reports for all one-unit to four-unit appraisal reports.
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| Eligible Borrowers: (continued) |

+ Inter Vivos Revocable Trusts are acceptable Borrowers as long as the following requirements are met:

The subject property must be a cne-family primary residence that is occupied by at least one of the individuals

establishing the trust or a one-family second home

The trust must be established by a written document during the lifetime of the individual establishing the trust to

be effective during his/her lifetime

The trust must be one in which the individual establishing the trust has reserved to himself/herself the right to

revoke the trust during his/her lifetime

The primary beneficiary of the trust must be the individual establishing the trust. If the trust is established jointly

by more than one individual, there may be more than one primary beneficiary--as long as the income or assets of

at least one of the individuals establishing the trust will be used to qualify for the mortgage and that individual will

occupy the security property and sign the mortgage instruments

The beneficiary is not required to grant written consent for the trust to borrower money, or, if such consent is

required, it has been granted in writing for purposes of this new Mortgage

The trust document must name one or more trustees to hold legal title to, and manage the property that has been

placed in the trust. The trustees must include either the individual establishing the trust (or at least one of the

individuals if the trust is jointly held) or an institutional trustee that customarily performs trust functions in the

relevant state

The trustee(s) must have the power to mortgage the subject property for the purpose of securing a loan to the

party (or parties) who are the “Borrower(s)” under the mortgage note

Full title to the subject property must be vested in the trustee(s) of the Inter Vivos Revocable Trust; there may be

no other owners

The title insurance policy must assure full title protection to FHLMC and must state that the title to the subject

property is vested in the trustee(s) of the Inter Vivos Revocable Trust. It must not list any exceptions with respect

to the trustee(s) holding title to the subject property or to the trust

The mortgage must be underwritten as if the individual(s) establishing the trust were the Borrower(s) or Co-

borrower if there are additional individuals whose income or assets will be used to qualify the mortgage

There is no unusual risk or impairment of lender’s rights (such as distributions required to be made in specified

amounts from other than net income)

The closing documents must be executed as follows:

— Each trustee and each individual establishing the trust whose income or assets were used to qualify for the
mortgage must separately execute the mortgage note and any necessary addendum.

= The trustee(s) of the revocable trust must also execute the security instrument (mortgage or deed of trust)
and any applicable rider.

= Each individual establishing the trust whose income or assets were used to qualify for the mortgage must
acknowledge all of the terms and covenants contained in the security instrument and any necessary rider and
agree to be bound by placing his/her signature after a statement of acknowledgement on such document.

= Any other party required to sign either the promissory note or the security instrument must also execute the
applicable document(s). Exhibit A includes the form of signature for the trustee(s) and the statement of
acknowledgement for each individual establishing the trust whose income or assets were used to qualify for
the mortgage.

= The closing agent will be responsible for making any modifications that are needed to conform these
signature forms to those that are customary for the state.

Trustees may be excluded from personal liability under the mortgage instrument subject to:

= Under the mortgage note, institutional trustees and individual trustees (other than individuals serving as trustees
whose income or assets were used to qualify for the mortgage, including individuals who established the trust)
may be excluded from personal liability.

= Under the security instrument, institutional trustees and individual trustees (cther than individuals serving as
trustees who both established the trust and whose income or assets were used to qualify for the mortgage) may
be excluded from personal liability.

For all mortgages made to a revocable trust, a Revocable Trust Rider will be required as additional mortgage

documentation. A sample Rider is enclosed (Exhibit B). The Rider is to be executed by the trustee(s) and by any

other party required to sign the security instrument and acknowledged by each individual establishing the trust whose

income or assets were used to qualify for the mortgage.

Freddie Mac Underwriting Guidelines 6 July 24, 2003
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Type of Review

Streamlined Review
(Guide Section 42.4)

Review:

Unit is located in an Established Condominium

Project

Unit secures a mortgage that is originated on a spot
loan basis (not part of bulk or multiple originations)

Mortgage does not exceed the following LTV/TLTV

ratios:
Projects_Not Located in Florida
Maximum LTV/TLTV
o Loan
ccupanc
pancy Prospector All Other
Accept Risk Mortgages
Class
Primary Residence 90% 80%
Second Home 75% 75%
Investment Property Not eligible Not eligible

Projects L

ocated in Florida

Maximum LTV/TLTV

o Loan
ccupanc
pancy Prospector All Other
Accept Risk Mortgages
Class
Primary Residence 75% 75%
Second Home 70% 70%
Investment Property Not eligible Not eligible

Warranties:
Project meets definition of an Established Project
Mortgage is not securing a manufactured home

Note: Super Conforming Condominium Unit Mortgages are
not eligible for streamlined condominium review

General warranties in Guide Section 42.2 are met
(additional warranties in Guide Section 42.11 are not
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Type of Review

Fannie Mae-Accepted Review: Warranties:

Condominiums, o Condominium Project appears on the Fannie Mae list | «  General warranties in Guide Section 42.2 are met

Cooperatives and of Accepted Condos, Co-ops and PUDs, or for which | . Project meets Fannie Mae requirements applicable to

Planned Unit there is a Final Project Approval (Fannie Mae Form project, and Seller makes the representations and
1028) or Conditional Final Project Acceptance that warranties that Fannie Mae requires

Developments (PUDs) has not expired as of the delivery date of the

. . « Terms and conditions set forth in the acceptance have not
Mortgage are eligible for Freddie Mac purchase expired, and have not been rescinded or modified in any
» Upon request, Seller must provide a copy of the web way as of the delivery date

page showing project acceptance, or a copy of

) X g « Seller not aware of circumstances that would make the
project acceptance form in effect as of the delivery

project ineligible for Fannie Mae acceptance

date
Expedited Condo Review: Warranties:
Project Manager (CPM) | Condominium Project meets Fannie Mae’s requirements | «  General warranties in Guide Section 42.2 are met
B for an Expedited CPM review and has received a CPM . Project meets Fannie Mae requirements applicable to
project acceptance Condominium Project, and Seller makes the

representations and warranties that Fannie Mae requires

« CPM project acceptance has not expired, and has not
been rescinded or modified in any way as of the delivery
date

« Seller not aware of circumstances that would make the
project ineligible for CPM project acceptance

« For those Mortgages secured by Condominium Units in
Florida:

- The loan-to-value (LTV)/total LTV (TLTV) is 75%
or less for a Primary Residence

- The LTV/TLTV is 70% or less for a second home
- The property is not an Investment Property

Reciprocal Reviews (Guide Section 42.9)

December 2008 www.FreddieMac.com/learn/pdfs/uw/condo.pdf Page 5
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Type of Review

FHA-Approved Project
Reviews

Reciprocal Reviews (Guide Section 42.9)

Review:

Mortgages in project that appear on the list of projects
approved by FHA are eligible for Freddie Mac purchase

Warranties:

General warranties in Guide Section 42.2 are met

Project meets FHA requirements applicable to
Condominium Project, and Seller makes the
representations and warranties that FHA requires

FHA-approval conditions noted on the FHA website are
met

Project has “approved” status as of the delivery date

For those Mortgages secured by Condominium Units in
Florida:

- The loan-to-value (LTV)/total LTV (TLTV) is 75%
or less for a Primary Residence

- TheLTVITLTV is 70% or less for a second home

- The property is not an Investment Property

December 2008
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Additional Warranties* (Guide Section 42.11)

*Not required if eligible for Streamlined Review, or if unit is located in a Detached Condominium Project and occupied as primary residence or second home

Project Control Control of the homeowners association is transferred, or will be transferred, to unit owners within a reasonable time period.

Project Amendments Projects documents or applicable State law:

« Must provide that amendments of a material adverse nature to first-lien mortgages be agreed to by mortgagees that
represent at least 51% of the unit votes (one vote for each first-lien mortgage owned)

« Must provide that action to terminate the legal status of the project or to use insurance proceeds for any purpose other
than to rebuild, to be agreed to by first-lien mortgagees that represent at least 51% of the unit votes (one vote for each
first-lien Mortgage owned)

« May allow implied approval to be assumed when a mortgagee fails to submit a response to any written proposal for an
amendment within 60 days after the mortgagee actually receives proper notice of the proposal, provided the notice
was delivered by certified or registered mail, with a “return receipt” requested

Rights of Condominium Project documents must provide the mortgagee and guarantor of the mortgage the right to timely written notice of:
Mortgagees and Guarantors « Any condemnation or casualty loss affecting a material portion of project, or unit securing the mortgage

« Any 60-day delinquency in payment of assessments or charges owed by the unit owner

o Alapse, cancellation or material modification of any insurance policy maintained by the homeowners association
« Any proposed action requiring the consent of a specified percentage of the mortgagees

First Mortgagee’s Rights There are no provisions in the project documents that give a unit owner or other party priority over any rights of the first
mortgagee in the case of payment to the unit owner of proceeds from termination or, insurance proceeds, or condemnation

Confirmed ‘ .
awards for losses to or a taking of units and/or common elements.

Unpaid Dues Any first mortgagee that obtains the title to the unit through remedies in the mortgage or through foreclosure is not liable for
more than six months of the unit’s unpaid dues or charges accrued before acquisition of the title.

December 2008 www.FreddieMac.com/learn/pdfs/uw/condo.pdf Page 7
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Additional Warranties* (Guide Section 42.11)

*Not required if eligible for Streamlined Review, or if unit is located in a Detached Condominium Project and occupied as primary residence or second home

Project Budget Budget is consistent with the nature of the project and includes funds for periodic maintenance and repair to common
elements:

« For New Condominium Projects, a working capital fund equal to at least two months of regular unit assessments is
established.

« For Established Condominium Projects, appropriate assessments are levied. At least 10% of budget provides for the
funding and replacement reserves for capital expenditures and deferred maintenance, and adequate funding for
insurance deductible amounts.

Delinquencies in Dues or No more than 15% of homeowners association dues or assessments are delinquent more than one month.
Assessments
Project Configuration Project is located on one contiguous parcel of land (a public street may run through project). Structures are within a

reasonable distance from each other within the project.

Project Ownership Unit owners have an undivided fee simple ownership in the land, or leasehold interest in the ground lease, on which the
project is located. Ground leases meet the requirements of Guide Chapter 41.

Common Elements Common elements, such as parking and recreational facilities, are consistent with the nature of the project and competitive
in the market. The unit owners are the sole owners and have the right to use the common elements. The common
elements are not subject to a lease between the unit owners/homeowners association and any other party.

Developer Interest in Project Developer does not retain any ownership interest in the project except for interest in unsold units after the project has been
turned over to the unit owners.

Single-investor Concentration | No single entity owns more than 10% of the total number of units in the project. See Guide Section 42.7 (c) for more
information on 2- to 4-Unit Condominium Projects.

December 2008 www.FreddieMac.com/learn/pdfs/uw/condo.pdf Page 8




Freddi
B fiedie

Additional Warranties* (Guide Section 42.11)

*Not required if eligible for Streamlined Review, or if unit is located in a Detached Condominium Project and occupied as primary residence or second home

Commercial Space Any commercial space within project is compatible with overall residential nature of project, and limited to no more than
20% of total space.

Project Management Project is demonstrably well managed, and in good financial and physical condition. Contracts with independent
professional management firms must be for a reasonable term and must include equitable provisions for termination.

Unit Occupancy Subject unit is available for immediate occupancy upon closing the mortgage.

Conversion: Reserve Fund If a conversion project, the developer has established a reserve fund in an amount consistent with the estimated remaining
life of the individual components. The fund is then maintained out of regular assessments. The developer is responsible
for assessments on unsold units.

Conversion: Partial If a conversion project that is a partial rehabilitation, the Seller ensures that:
RenEEil e « All repairs affecting soundness and habitability are complete
« Replacement reserves are identified and sufficient to fund all capital improvements

Conversion: Soundness and If a conversion project that was legally created in the most recent three years:

Sorvaifan « The architect’'s/engineer’s report originally obtained for the conversion, commented favorably on the structural integrity
and the remaining useful life of major components such as: heating and cooling systems, plumbing, electrical
systems, elevators, roofs, etc.

« The appraiser’s report explicitty commented on the structural soundness, habitability and condition of the project, and
the remaining useful life of major project components.

Conversion: Work Quality All work involved in conversion was completed in a professional manner.

This document is not a replacement or substitute for the information found in the Single-Family Seller/Servicer Guide, and /or terms of your Master Agreement
and/or Master Commitment.
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We make home possible”

Condominium Unit Mortgages and Project Reviews

Easily determine We offer expanded, comprehensive requirements for
project status with Condominium Unit Mortgages and condominium projects that
comprehensive make for_ an easy_and flexible process to originate and sell _
criteria Condominium Umt Mortgages to Freddie Mac. Frqm more options
for accepted reciprocal reviews to streamlined reviews, you have
competitive solutions and options available through the Single-
Family Seller/Servicer Guide (Guide).
e Established Condominium Projects o Easy identification and review of e Speed, flexibility, and simplicity
- . condominium projects through a streamlined review
e New Condominium Projects
process

e Clear project status

2- to 4-unit Condominium Projects

Detached Condominium Projects

www.FreddieMac.com

classifications to easily
determine which eligibility
requirements and warranties
you need to satisfy

Comprehensive project criteria
to get more condominium
projects approved and more
mortgages sold to us

Publication Number 597
April 2008

e More options for accepted
reciprocal reviews, providing
you added flexibility

¢ Significant time and financial
savings

e Improve your front-end process
with borrowers and back-end
operations

The information in this document is not a replacement or
substitute for information found in the Single-Family Seller/
Servicer Guide and/or the terms of your Master Agreement
and/or Master Commitment.



Streamlined Review
Requirements

Maximum LTV/TLTV Ratios

The condominium unit must be in an Established Condominium Project.

The condominium unit must secure a mortgage that is originated on a spot loan basis.
The condominium project in which the unit is located meets the definition of an Established Condominium Project
The condominium unit is not a manufactured home
The general project warranties of Section 42.2 are met; Additional seller warranties of Section 42.11 not required.

Streamlined Review of Units in Established Condominium Projects

Maximum LTV/TLTV

Occupancy Type LP Accept Mortgages | All Other Mortgages
Primary Residence 90% 80%
Second Home 75% 75%
Investment Property Not eligible Not eligible
General Requirements e When a Seller delivers a Condominium Unit Mortgage, the condominium unit and condominium project must meet
applicable eligibility requirements, general project warranties and legal requirements applicable for the project status or

review type

e For purposes of calculating the presale requirements, multiple purchases of units in a project by one owner are
counted as one sale.

o All Condominium Unit Mortgages must be sold to us within six months of the determination that the project meets
Freddie Mac requirements.

e Mortgages secured by condominium units in projects comprised of manufactured homes are eligible for sale only
when approved through a reciprocal review in accordance to Section 42.9(a).

General Warranties Compliance with laws

Ineligible project

Project insurance

Title insurance

Limitations on ability to sell/Right of first refusal

Continuing project eligibility

Ineligible Projects A project subject to the rules and regulations of the U.S. Securities and Exchange Commission
Common interest apartment

Condominium Hotel

Project with non-incidental commercial space

Project with non-incidental commercial homes

Fragmented- or segmented-ownership project

Houseboat project.

Project with multi-dwelling units

Attached condominium project that is legal non-conforming
Timeshare project

Project involved in litigation arbitration, mediation or other dispute

Definition It is an Established Condominium Project if:
o All units and common elements are complete and not subject to any additional phasing or additions; and
o At least 90 percent of the total units have been conveyed to the unit purchasers other than the developer; and
e The unit owners control the homeowners association.
Owner Occupancy o |f used as a primary residence or second home: No owner-occupancy requirement.
Requirements o [|f used as an investment property: At least 51 percent of the total number of condominium units must have been
conveyed to purchasers other than the developer who occupy their units as a primary residence or second home.
Warranties The project meets the definition of an Established Condominium Project.

There are no manufactured homes in the project.
General project warranties in Guide Section 42.2 are met.
Additional seller warranties in Section 42.11 are met.




Definition

It is a New Condominium Project if:

All units and common elements are not fully completed, or are subject to additional phasing or annexation; or

Fewer than 90 percent of the total number of units in the project have been conveyed to the unit purchasers other than
the developer; or

The developer has not turned control of the homeowners association over to the unit owners.

Owner Occupancy
Requirements

At least 51 percent of the units have been conveyed or are under contract to purchasers other than the developer who
occupy or who will occupy their units as primary residences or second homes.
See Section 42.6(b) for more information on how the owner occupancy requirement can be met.

Project Completion

* Subject legal phase and any prior legal phases in which units have been offered for sale are substantially complete.

See Section 42.6(a) for more information.

Warranties e The project meets the definition of a New Condominium Project.
e There are no manufactured homes in the project.
o General project warranties in Guide Section 42.2 are met.
o Additional seller warranties in Section 42.11 are met.
Definition e Condominium project comprised solely of detached 1-unit dwellings

No manufactured homes in the project
If the condominium unit is an investment property, the project must meet the requirements for an Established or a New
Condominium Project as appropriate for the project status

Owner Occupancy
requirements

If the borrower will occupy the condominium unit as a primary residence or second home:

= The project must meet the definition of a detached condominium project

= There are no manufactured homes in the project

If the subject condominium unit is an investment property, refer to owner occupancy requirements for New and
Established Condominium Projects, as applicable

Warranties e The general project warranties of Section 42.2 are met.
o Additional seller warranties of Section 42.11 not required.
Definition e A condominium project that is comprised of at least two but no more than four 1-unit dwellings that are each separately

owned with separate legal descriptions.
No single entity owns more than one condominium unit in the project.
No manufactured homes in the project.

Owner Occupancy
Requirements

All but one unit in the condominium project have been conveyed to purchasers other than the developer who occupy their
condominium units as primary residences or second homes.

Project Completion

All condominium units and common elements including amenities in any master association are complete.

Warranties

The general project warranties of Section 42.2 are met.
Additional seller condominium project warranties of Section 42.11 are met.

Eligible Executions

Servicing-released fixed-rate Cash*

Servicing-retained fixed rate Cash and WAC ARM Cash
Fixed-rate Guarantor

WAC ARM Guarantor

MultiLender Swap

*See our selling system availability matrix for a list of specific mortgages eligible for sale through Cash under mandatory
contracts servicing released and best efforts contracts servicing released or servicing retained.

Delivery Fees

Postsettlement delivery fees apply. See Guide Exhibit 19 for details or visit Guide Exhibit 19 online at
www.FreddieMac.com/singlefamily/pdf/ex19.pdf
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Delivery Requirements

The Seller must deliver all mortgage date required by Form 11 or Form 13SF as applicable. The Seller must complete
certain fields of these forms as follows:

Field Title Completion Instructions
Property Type Insert “1”
Condo/PUD Name Insert the name of the condominium
Condo/PUD Class Project or Review Type Insert value

New Condominium Project
Established Condominium Project
2- to 4-unit Condominium Project
Streamlined review

Reciprocal review

Detached Condominium Project

WWWNN P

For California Condominium Unit Mortgages only (see Guide Section 42.12 for additional information):

e SCC: 257 — for mortgages with partially prefunded earthquake insurance deductibles

e SCC: 259 - for mortgages with adequately prefunded earthquake insurance deductibles

e SCC: 261 - for mortgages evaluated; earthquake insurance not necessary

Delivery requirements for other Condominium Unit Mortgages are based on the mortgage product type originated.

Pooling Requirements

e There are no special pooling requirements for Condominium Unit Mortgages.
o Refer to Guide Chapter 13 for general pooling requirements for fixed-rate and balloon/reset mortgages sold under the
Fixed-rate Guarantor or MultiLender Swap executions. Or, refer to Guide Chapter A13 for general pooling

requirements for ARMs under the WAC ARM Guarantor executions.

Fannie Mae-Accepted
Condominium,
Cooperatives, and PUDs

e General project warranties in Section 42.2 are met.

e The project meets the Fannie Mae requirements and the Seller makes the Fannie Mae-required representations and
warranties.

e Any terms and conditions for acceptance have not expired, and have not been rescinded or modified in any way as of
delivery date.

o Seller is not aware of any circumstances that would make the project ineligible for Fannie Mae acceptance.

Expedited CPM Reviews

e General projects warranties in Section 42.2 are met.
e The project meets the Fannie Mae requirements and the Seller makes the Fannie Mae-required representations and
warranties.

e The CPM project acceptance has not expired, and has not been rescinded or modified in any way as of delivery date.
e Seller is not aware of any circumstances that would make the project ineligible for CPM project acceptance.
FHA-Approved Project e The project meets all FHA requirements, and the Seller makes all FHA representations and warranties.
Review for e General project warranties in Section 42.2 are met.
Condominiums o FHA-approval conditions have been met
e The project is “approved” status as of delivery date.

Learn more about Condominium Unit Mortgages and project review options

Review Chapter 42 of the Single Family Seller/Servicer Guide

Contact your Freddie Mac representative or call (800) FREDDIE

Visit our website: www.FreddieMac.com




"SITE" CONDOMINIUMS

by F. Scott Jackson

Site Condomininms For Single Family Detached Dwelling Units (or Townhouse

Dwelling Units). Goal: Give as much property as reasonably possible separately 1o
homeowners for their ownership and maintenance.

A, Statutory Authority.

1.

Background: Prior to Janvary 1, 1986, Section 783 of Civil Code defined
a "condominium® to include an undivided tenancy in common interest in a-
portion of the project (typically and historically the land and the buildings)
and a separately owned interest in space "in a residential, industrial or
commercial building on the property such as an apartment, office or store.”
(Problems: Detached homes, mobilehome parks, garage condominiums,
marinas, etc.) :

Current California Law: On January 1, 1986, Section 783 of Civil Code
was amended to delete the requirement that the separately owned space be
located jn a building, and Section 1351(f) was added to make it clear that
the separately owned space may be filled with air, earth, water, or any
combination thereol.

Local Ordinances: Ordinance No, 1109 in Tustin specifically authorizes

‘high density detached site condominiums. See also Coronz, Glendora,

Anaheim, Mission Viejo, Newport Beach, Orange County, Thousand Oaks,
Los Anpeles and San Diego.

B. Déseriptian of Cbncep_t.

1.

A subdivision (Tract) Map is recorded "for condominium purposes” usually
containing one lot for each phase. (Sometimes several phases per lot.)

A Condominium Plan (CC 1351(e)) is recorded for each Phase showing (a)
the units (each owned separately by an owner and each containing a single
family dwelling unit), (b} the common area (airspace owned jointly by the
owners in the phase as tenants in comymon), and (c) the association
property (owned by the incorporated homeowners association).
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Unit Boundaries: Each homeowner gets two pareels: First one
starts at center of earth to yard perimeters {where lot lines would be
if planned development) to plane at defined height above buildings
(e.g., 50 feet above highest dwelling unit), and the second parcel
extends indefinitely above another plane (e.g., 55 feet above highest
dwelling unit). This volume of real property is conveyed to each
homeowner (see Sections 659 and 1351(f) of Civil Code). Note;
We extend unit to center of earth (rather than to the surface of the
earth or 1o a plane 10 feet below slab) (i) to conform as close as.
possible to lot ownership in a planned development, (if) to avoid
conflicts of responsibility for repair for uninsured losses (e.g.,
earthquake), and (iii) to protect other homeowners in the project
from premises liability for personal injury in yards exclusively
controlled by individual owners, and (iv) to deprive the association.
of a subsidence claim against the developer. Homeowner
maintains, repairs and insures his own home and yard. Mineral
rights are typically reserved or excepted.

Common Area Boundaries: Volume or "cloud” of airspace
between the two planes and extending to perimeter lateral unit lines
within the phase. This volume of air is conveyed to all horneowners
in the phase as tenants in common with one another (see

Section 1351(f) of Civil Code).

Association Property Boundaries: Remainder of real property in
the phase (e.g., the slope in the example). This Association
Property can be depicted on the Subdivision (Tract) Map as one or
more separate Jots or on the Condominium Plan as property owned
by the Assoc:auon (See Section 66427 of Government Code.)

Easements for utilities and other purposes can be shown on the Subdivision
Map, Condominium Plan or other recorded instruments. "Z" Site or "zero
unit line" condos are perfectly acceptable.

Pla

..................-

|

nned Deve]anment Distinguished {1351{k}). Civil Code).

In planned development, the separate inlerest means separately
owned lot, parcel, area or space, same as a site condominium,

Common Area is owned by Association or in common by owners of
the separate interests, same as a 51te condominium.
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‘Must not be a condomimium. Usually you have a condominium if

there exists a separate condominium plan (but 1351(f) says that
boundaries of all interests can be shown on a final map, parcel map
or condominium plan). Therefore, make it clear on Subdivision
(Tract) Map that you are creating a condominium rather than a
planned development.

C. Advantapes and Considerations.

1. Rationale for Concept. The primary reasons for creating a site
condeminium rather than a planned development are:

a.

Density: Usually, get higher dwelling unit density yield with a
condominivm. Small Lots may not be allowed by City or County, .
but small condominium "site” units are usually acceptable (e.g.,
mobilehome spaces.)

Setbacks: Building separations are applicable to dwelling units in
site condominiums, but in a planned development setbacks are also
measured from lot lines on subdivision maps to dwelling units, Site
condominiums usually enjoy more flexibility with Building and
Safety Departraents, and you may avoid requirement {or Specific
Plan approval of clustered unit site plan.

Unit Boundary Line Adjustments (LLAs).

(i) In Site condominium project, the boundary line adjustments
must be sipned by all owners and lenders covered by a
condominium plan.

(iiy  Lotline adjustments in a planned development must be
signed by all affected owners and their lenders, as well as
approved by City or County.

Marketing Considerations.

{i) Consumer wants a detached home, even if i1 is smaller than
equally priced atlached product.

(iiy  Meilo-Roos fees may be lower if condominium form of
ownership is selected, even for detached produet.
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€.

“General Rule: Wherever dwelling urits are detached, the planned

development (separate lot on Subdivision Map per dwelling unit) is
usually preferable to condemintum, but site condominium is
preferable to a classic condominium project. '

Caveaf: Disclose carefully to homebuyers thatthisisa
condominium (not a classic condominium but neither is it a planned
development), and disclose the effects of the differences in the
forms of ownership. :

Financing.

b.

FNMA and VA require extensive project approval and processing
for a condominium projects but minimal investigation and
processing for a planned developments. However, FNMA has
given concessions for Site condominivum processing where there are
no active recreational facilities,

Presales: FNMA may drop presale requirement altogether if there
are no recreational facilities in 4 site condominium (as opposed to a
classic condominivm). VA may lower from 70% to 51%. Site
condominiums may be treated as "de minimis PUDs."
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DRAWING SHOWING HOW SITE (*CUBE” UNIT)
C LAN SUB STON WORKS

' 3 Units plus 2 modules (A and B)
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