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HIGHLIGHTS

Effective October 18, 2021, Fannie Mae continues its CLASS initiative by publishing 3
newly rewritten Part V Guide chapters:

Summary of Changes

 Part V, Chapter 1: Servicing;
* Part V, Chapter 6: Watchlist Management; and
* Part V, Chapter 8: In Place Loans.

Primary Changes

In 2019 and 2020 the rewritten Parts | — IV of the Guide became effective and available in DUS
Navigate™. With your support and partnership, we are continuing our CLASS initiative to
simplify and rewrite the Guide, and are pleased to publish 3 rewritten Part VV chapters.

Questions

Please contact the DUS Navigate team at dus_navigate@fanniemae.com with any questions.


mailto:dus_navigate@fanniemae.com
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Chapter 1 Servicing
Section 101 Generally

[¥] Requirements

You must service all Portfolio Mortgage Loans on Fannie Mae's behalf
per the Guide.

101.02 Standard

[¥] Requirements

You must:

m always protect Fannie Mae’s interest in the Mortgage Loan:;

m collect all amounts due from the Borrower for Fannie Mae and any
MBS Investor;

m service each Mortgage Loan per these documents until your
obligations end in the following order of priority:

Loan Documents;

Disclosure Documents;

Lender Contract;
Guide; and

o M o Dbh =

commercially sound servicing practices and business judgment
exercised by prudent institutional servicers for comparable
mortgage loans in the Property's jurisdiction; and

m hold any retained subservicer to this standard.

[¥] Requirements

| You must:
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® maintain a separate Servicing File for each Mortgage Loan; and

m permit Fannie Mae to periodically examine your Servicing Files.

32 Operating Procedures

The Servicing File must:

1. Per the Multifamily Servicing File Content Requirements(Form 4800),
include a copy of all

m Mortgage Loan origination documents,

m underwriting documents,

m Loan Documents, and

® servicing documents.

2. Fully document your actions for each Mortgage Loan.

3. Be in paper or electronic imaged form.

4. Comply with all record retention requirements per the Program
Rules.

[¥] Requirements

For each Mortgage Loan, you must:

m monitor the Borrower's compliance with all Loan Document terms
and conditions; and

m appropriately address noncompliance.

Section 102 Uniform Commercial Code (UCC) Financing Statements

[¥] Requirements

You must maintain Fannie Mae's first Lien security interest in the
Personal Property by filing all necessary UCC financing statements and
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continuations by the earlier of:

m the date any outstanding filing lapses; or

m any applicable jurisdiction filing deadline.

<) Guidance

For all Mortgage Loans, you should effectively monitor

m UCC financing statements, and

m continuation filing deadlines.

3{ Operating Procedures

Each Mortgage Loan Servicing File must include a file-stamped copy of
the UCC financing statements filed for the Personal Property, including

m initial filings,
m continuations,

® assignments, and

m other amendments.

32 Operating Procedures

You are authorized and required to file:

1. All UCC continuation statements in all appropriate jurisdictions.

2. Any UCC financing statement amendments to correct any
scrivener’s error.

Unless Fannie Mae granted you a Limited Power of Attorney, you are
not authorized to

m sign or file any UCC financing statement amendment other than for a
scrivener’s error, or

m terminate any UCC financing statement.
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See Part V, Chapter 4: Asset Management: Loan Document
Administration, Section 403: Execution of Documents by Servicer —
Limited Power of Attorney for more information.

< Guidance

Section 103 Letters of Credit

[¥] Requirements

You must immediately deliver to Fannie Mae:

m the original Letter of Credit; and

® any new, replacement, or amended Letter of Credit delivered to you.

32 Operating Procedures

In your Servicing File, you must keep a copy of any

m |etter of Credit, and

m the associated Achievement Agreement or other Collateral
Agreement.

3¢ Operating Procedure

With any new or replacement Letter of Credit, you must

m submit a BorrowerlLetter of Credit Certification (Form 4664.B), and

m confirm the Letter of Credit complies with Part |, Chapter 2: Mortgage
Loan, Section 204: Letters of Credit.

32 Operating Procedures

You must:

© 2021 Fannie Mae. Trademarks of Fannie Mae. 18 of 47
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m effectively monitor each Letter of Credit’'s expiration date; and

m ensure Fannie Mae receives an acceptable renewal or replacement
Letter of Credit

® by the deadline per the Achievement Agreement or other
Collateral Agreement, or

® if no deadline is specified, at least 5 Business Days before the
Letter of Credit expires.

If you do not provide a renewal or replacement Letter of Credit, Fannie
Mae will present a sight draft against the expiring Letter of Credit.

32 Operating Procedures

You must ensure any replacement Letter of Credit has an expiration

date at least 30 days after the applicable Achievement Agreement or
other Collateral Agreement expiration date.

103.05A  Monitoring

‘;g Operating Procedures

While each Letter of Credit is outstanding, you must:

m comply with Part |, Chapter 2: Mortgage Loan, Section 204.03:
Verifying Issuer Ratings; and

m document each rating verification in your Servicing File.

103.05B Rating Noncompliance

3{ Operating Procedures
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Part |, Chapter 2: Promptly notify Multifamily Business
Mortgage Loan, Section Operations even if the Achievement
204.02: Issuers and Agreement or other Collateral
Ratings Agreement

* provides different acceptable issuer
rating criteria, or

* does not authorize Fannie Mae to act if
the rating falls.

Rating criterial in the * Promptly notify Multifamily Business
Achievement Agreement | Operations.

or other Collateral » Require the Borrower to provide a
Agreement replacement or confirming Letter of

Credit from an acceptably rated
institution by the:

- replacement deadline per the
Achievement Agreement or Collateral
Agreement; or

- earlier of

= 30 days after notifying the
Borrower, or

= 5 Business Days before the Letter
of Credit expires.

103.06A  Letter of Credit Draws

[¥] Requirements

You must promptly notify Multifamily Asset Management and
Multifamily Business Operations if a Letter of Credit draw is

appropriate.

103.06B  Releasing/Reducing Letters of Credit or Other Collateral
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32 Operating Procedures

Unless a Mortgage Loan is being fully repaid, you must:

m assess each Borrower request to fully release or partially reduce a
Letter of Credit or other collateral;

m submit your recommendation to Multifamily Asset Management; and

m notify the Borrower when each request is approved or denied.

Section 104 Bond Transactions and Credit Enhancement Mortgage Loans

104.01A  Payments

‘;g Operating Procedures

Collect all of the following from the Borrower:

m reimbursement of all amounts Fannie Mae paid or is due per any:

® Credit Enhancement Instrument or MBS for Bonds;

® Loan Documents or Reimbursement Agreement;

# Bond Collateral Agreement; and

e |nterest Rate Cap Agreement or other interest rate hedge;

m any Facility Fee and/or Activity Fee for an unreimbursed Liquidity
Advance per the Reimbursement Agreement;

m all amounts required to replenish the PRF;

= any Prepayment Premium or other Termination Fee;

m any other fees, expenses, or additional costs due per any

e Credit Enhancement Instrument or MBS for Bonds,

e Security Instrument,

® Reimbursement Agreement, or

# other Loan Document; and

m any other amounts due Fannie Mae or the Bond Trustee.

|
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- Emm

Calculate the Amount | After receiving the information to calculate
Due the amount due, you must

» immediately invoice the Borrower, and
 remit the funds to the appropriate parties
per the Reimbursement Agreement or Loan
Documents.

Advance Funds Fannie Mae will notify you of the amount
Notification disbursed on or after each disbursement
date for any:

* Credit Enhancement Instrument or MBS
for Bonds;

* Loan Document; or

« other Bond Collateral Agreement.

Payment Timing You must remit all Borrower payments per
the Loan Documents or Fannie Mae’s
instructions.

If you do not pay Fannie Mae or the Bond
Trustee until the next Business Day, you
must

* invest the funds overnight, and

* remit all investment earnings to Fannie
Mae or the Bond Trustee with the payment.
For Borrower payments received after 4:00
p.m. Eastern Time, you must use your best
efforts to invest the funds.

104.01B Principal Reserve Fund

[¥] Requirements

You must ensure no PRF withdrawal occurs without Fannie Mae's
approval.

3¢ Operating Procedures

For each Credit Enhancement Mortgage Loan, you must:
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m Review the Bond Trustee’s reported PRF balance.

m Collect from the Borrower any amount withdrawn from the PRF,
including withdrawals reimbursing Fannie Mae for amounts it paid
per the

® Credit Enhancement Instrument or MBS for Bonds, or

® |.oan Documents.

[¥] Requirements

You must:

m ensure any control agreement perfecting Fannie Mae’s security
interest in pledged collateral remains in full force and effect; and

m not invest, apply, or release any collateral under a Cash Collateral or
other Security Agreement.

g( Operating Procedures

For UCC filings per Loan Documents or Bond documents, you must:

m instruct each Bond Trustee to file UCC continuation statements at
least 90 days before the filing expires; and

m confirm the filing occurred before expiration.

[¥] Requirements

For Bond transactions that remarket on scheduled mandatory tender
and remarketing dates where Fannie Mae provides Bond liquidity
support, you must ensure any new Remarketing Agent complies with
Part lll, Chapter 19: Bond Transactions and Credit Enhancement
Mortgage Loans, Section 1903.02: Remarketing Agent.
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Chapter 6 Watchlist Management

Section 601 Servicer Watchlist

[¥] Requirements

You must:

m Maintain a Servicer Watchlist for your Portfolio Mortgage Loans that

» reflects your loan rating methodology, and

® identifies Mortgage Loans with heightened credit risk.

m Submit your Servicer Watchlist for all

® Primary Risk Mortgage Loans, and

® Secondary Risk Mortgage Loans.

32 Operating Procedures

Submit your Servicer Watchlist:

m using the CSV upload template located under “Guides and
Templates” in the MAMP; and

m within 45 days after each calendar quarter end, but no later than the
due date shown in the MAMP.

For each Mortgage Loan, you must:

m Respond “Yes” or “No” to the following 2 questions:

= Will the Borrower likely not be able to make timely debt service
payments?

= Will the Borrower likely not meet the contractual obligations to
timely pay off the Mortgage Loan UPB?

= Explain

# why it is being reported, and

® the rationale for its rating.
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m Describe the current status of the issues.

[¥] Requirements

If a Mortgage Loan has heightened credit risk, you must:

m act to mitigate the risk of loss or default;

m explain the nature and severity of the issues:; and

m contact Fannie Mae:

Watchlist Primary Risk Mortgage Loans with deteriorating
Management Property performance near or below breakeven.
Top Loss Secondary Risk Mortgage Loans with

deteriorating Property performance near or
below breakeven.

Special Credits Property condition concerns per

» Part V, Chapter 5: Surveillance, Section
502.02: Mortgage Loans with Property
Condition Concerns (Not Limited to Watchlist
Loans), and

» Part V, Chapter 5: Surveillance, Section
502.06F: Analysis of Collateral.

Special Asset Monetary default.
Management

Maturity Mortgage Loans maturing within the next 24
Management months.

5% Operating Procedures

Your mitigating actions must include 1 or more of the following:

m monitoring the Property(and any other collateral)

® management and operations, and
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®# physical condition (e.q., more frequent inspections);

m implementing or enforcing Loan Document provisions such as

®# rescinding Loan Document waivers, or

® reinstating Replacement Reserve funding; and

m communicating with all appropriate parties (e.g., Borrower, Key
Principals, Sponsor, and Property manager).

Section 602 Fannie Mae's Watchlist

< Guidance

Fannie Mae’s \Watchlist identifies Mortgage Loans with increased credit
risk based on Fannie Mae’s proprietary

m rating system, and

m \Watchlist Rating Classifications.

[¥] Requirements

You must reqularly monitor Fannie Mae’s Watchlist for your Mortgage
Loans in the MAMP’s “My Portfolio” module.

Section 603 Action Plans

[¥] Requirements

You must submit an Action Plan for any Primary Risk Mortgage Loan

m jdentified as a Substandard Asset on Fannie Mae’s \Watchlist, and

m with an Action Plan work item in the MAMP.

The Action Plan must explain

m all areas of concern,

m the Sponsor's strategy and timing,

m your actions to resolve the issues, and
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&
® any results.

3¢ Operating Procedures

For a Small Mortgage Loan, do not create an Action Plan unless Fannie
Mae requires it.

For each Action Plan:

m Review the MAMP module.

m Review the Action Plan Submission Process Guide under "Guides
and Templates” in the MAMP.

m Create a new one or update an existing one twice a year to:

# document material changes and/or updates since the previous
Action Plan;

® identify causes of the issues and additional actions you and the
Borrower took;

® explain how the actions will reduce or mitigate risk and loss; and

® report the results of previous actions.

m Use the prescribed format to submit it in the MAMP by the
“Submission Due Date”.

< Guidance

For a Secondary Risk Mortgage Loan on your Servicer Watchlist,
Fannie Mae may request additional information, including an Action
Plan.

[¥] Requirements

You must provide all information and Action Plans within 5 Business
Days after Fannie Mae’s request.

[¥] Requirements

For any defaulted Mortgage Loan, until servicing is transferred to a
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Section 604

Special Servicer, you must continue taking all actions

m noted in the Action Plan, or

m otherwise communicated to Fannie Mae.

<) Guidance

For your defaulted Mortgage Loan obligations, see Part \/, Chapter 7:
Non-Performing Mortgage Loans.

Servicer Fees

Section 605

[¥] Requirements

For any workout, modification, or reinstatement of a Mortgage Loan on
your Servicer Watchlist or Fannie Mae’s \Watchlist, without Fannie
Mae’s prior written approval, you must not

m charge the Borrower any fee for your own account, or

m ask the Borrower to reimburse you for any costs or expenses.

Fannie Mae Contractors

[¥] Requirements

You must interact with any Fannie Mae contractor engaged to provide
asset management or other services as you would with Fannie Mae
directly.
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Chapter 8 In Place Loans
Section 801 Eligibility

[¥] Requirements

A Portfolio Mortgage Loan is eligible to be refinanced with an In Place
Loan if the Property:

m operations were stable or trended positively during the 12 months
before refinancing; and

m complies with the Guide other than meeting the Tier 2 underwriting
requirements.

< Guidance

To refinance a Portfolio Mortgage Loan with an In Place Loan:

Portfolio Mortgage | Have a timely payment history during the 12

Loan months before refinance.
Borrower » Have a satisfactory relationship with Fannie
Mae.

* Not be able to refinance the Portfolio Mortgage
Loan on commercially viable terms outside
Fannie Mae.

* Not have had any unauthorized transfers or
changes of ownership interest.

Property * Have a

- most recent Property condition rating of 1,
2, or 3 per Part Il, Chapter 4: Inspections and
Reserves, Section 401: Site Inspection, or

- special exception from Fannie Mae.
* Only require repairs that can reasonably be
made with refinancing proceeds.
* Have no unauthorized Liens.
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- Emm

You * Have loss sharing on the Portfolio Mortgage
Loan.
* Document in the Transaction Approval Memo
that refinancing will

- reduce the Portfolio Mortgage Loan’s credit
risk, and

- not merely delay a foreclosure that may
increase losses.

Fannie Mae may also require:

m Property improvements to increase cash flow;

m Property management changes:

m increased Replacement Reserves; or

m other risk-mitigating terms.

Section 802 Representations

[¥] Requirements

Unless modified by this Chapter, you must provide the same selling and
servicing representations and warranties required for a newly originated
Mortgage Loan.
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GLOSSARY

= Bond Trustee

Trustee for a Credit Enhancement Instrument.

Synonyms
Bond Trustee's

= Letter of Credit

Letter of Credit approved by Fannie Mae per Part |, Chapter 2:
Mortgage Loan, Section 204: Letters of Credit.

Synonyms

Letters of Credit
Letter of Credit's
LOC

LOCs
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Multifamily Asset Management Portal used to submit Property
inspections, operating statements, and requested modifications;
asset management reports; and data corrections related to loan or
property level attributes.

= MAMP

Synonyms

Multifamily Asset Management Portal
MAMP's

= Portfolio Mortgage Loan

Mortgage Loan purchased by Fannie Mae and held as of a certain
date regardless of whether it is a Cash Mortgage Loan or an MBS
Mortgage Loan.

Synonyms

Portfolio Mortgage Loans
Portfolio Mortgage Loan's
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