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The Only Thing Certain About The New FHA, Fannie Mae  
and Freddie Mac Guidelines is That They Will Likely be Changed Again! 

We’ve all experienced the effects 
of the ongoing “credit crunch” 
and the unavailability of mortgage 
loans.   As such, the question of 
whether FHA, Fannie Mae and 
Freddie Mac loan programs will 
be available to condominium pro-
jects, and if so, under what cir-
cumstances, is very important to 
unit owners.  After all, if these 
programs are available to one’s 
condo development, this fact adds 
to the chances a unit owner can 
obtain a mortgage loan, and a 
prospective buyer of a condo unit 
can get a purchase money mort-
gage loan to close the deal. 
 
FHA neither builds homes, nor 
lends money directly  --  what it 
does do is provide mortgage in-
surance that protects lenders 
against losses as the result of unit 
owners defaulting on their mort-
gage loans.  FHA has again re-
vised its guidelines for condo 
mortgages.  The new guidelines 
went into effect on February 1, 
2010, and are extensive (and com-
plicated).   The new approval 
process eliminates the old “spot 
approval” process that was used 
by lenders to qualify an individual 
buyer’s condo purchase (where 
the condo project was not previ-
ously approved by HUD/FHA).   
In  its place, is a new process 
which will certainly affect buyers, 
sellers, developers and community 
associations.   

FHA projects must be certified, 
and then re-certified every 2 
years.  Reserve studies will need 
to be conducted, to assure ade-
quate funds, which must not be 
more than 12 months old.  The  

project must be covered by haz-
ard and liability insurance, and, 
where applicable, flood insurance.  
No more than 15% of the total 
units may be in arrears of their 
Association dues (30 days past 
due).  There are many more re-
quirements  --  including the re-
quirement that 50% of the units 
must be owner-occupied, and not 
more than 25% of the property’s 
total floor area can be devoted to 
commercial purposes.  Condo-
hotel projects, timeshares, house-
boat projects and certain other 
types of projects are now ineligi-
ble. 

There have been similar changes 
to the Fannie Mae and “Freddie 
Mac” regulations which need to 
be reviewed by your Association.  

reserves (and Fannie Mae and 
Freddie Mac provide that out-
let). 
 
Under the new FNMA regula-
tions, not more than 20% of the 
property can be commercial, 
there are budget requirements, 
and 51% owner-occupancy re-
quirements.  The new Freddie 
Mac guidelines went into effect 
last summer, and set rules for 
eligible condo projects  --  such 
as the requirement that the pro-
ject be fully complete, with at 
least 90% of the units having 
been conveyed, with the unit 
owners controlling the Associa-
tion.  Like, the other programs, 
the new Freddie Mac regula-
tions look at delinquency rates, 
owner-occupancy, replacement 
reserve budgeting, and proper 
insurance coverage. 

Since it is critically important in 
today’s mortgage market to try 
and qualify your condominium 
development and your Associa-
tion for each of these mortgage 
loan programs, we can help as-
sist you in understanding the 
ever-changing web of legal re-
quirements that you must suc-
ceed in complying with.  If you 
don’t “do it right” the result is 
that your development will not 
be approved for these Federal 
programs, and your unit owners 
will not be happy.   Call with 
your questions, and we can help 
guide you through the certifica-
tion process. 

 

FNMA (“Fannie Mae”) was estab-
lished in 1938 as a federal agency 
for the purpose of purchasing 
FHA loans.  Freddie Mac was es-
tablished in 1970 as a federally 
chartered corporation for the pur-
pose of purchasing mortgages in 
the secondary market.  Hence 
both Fannie Mae and Freddie 
Mac are important to mortgage 
companies, since these lenders 
must be able to sell their loans 
quickly to replenish their cash 
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Sweet, Maier & Coletti  is dedicated to 
the practice of Wisconsin condominium 
and homeowner association law.  We 
can help you with…  

Lowell E. Sweet , John L. 
Maier Jr., and Anthony A. 
Coletti, from the Sweet, 
Maier & Coletti, S.C. Law 
Firm, were featured speak-
ers at the 31st Annual Col-
lege of Community Lawyers 
Law Seminar held January 
21-23, 2010, in Tucson, Ari-
zona.  This two-day forum 
put on for lawyers from 
around the country, ex-
plored trends and practices 
in the law of homeowner 
and condominium associa-
tions and residential coop-
eratives. 
The Sweet, Maier & Coletti, 
S.C. attorneys instructed 
attendees on “Integrating 
Zoning Authorization Lan-
guage with Condo Declara-
tions (or CCR’s in Planned 
Communities).”  The Firm’s 
attorneys have extensive 
knowledge of condominium 
law, and years of experi-
ence with forming and  op-
erating condo and property 
owner associations.  They 

were invited to speak about 
their insights in drafting 
condo documents so that 
the documents will be con-
sistent with municipal zon-
ing and other land use au-
thorizations. 
“Everyone knows it’s impor-
tant not to wear striped 
pants with a plaid jacket, but 
the same type of dangerous 
mismatch is often found to 
be present in the formative 
documents for our planned 
communities,” commented 
Attorney John Maier.  “The 
language used in municipal 
zoning and other govern-
mental land use authoriza-
tions and approvals really 
needs to be consistent with 
condominium declarations, 
or the covenants, and re-
strictions which constitute 
the community’s private or-
ganizational documents. 
Lack of consistency, or uni-
maginative and narrow 
drafting, can spell disaster.”  
Maier concluded by saying:    

“Our workshop was designed to 
assist lawyers and property man-
agers to avoid such pitfalls.” 
 
Lowell Sweet has been actively 
involved in the writing and revis-
ing of the condominium laws for 
the State of Wisconsin, and has 
written books and articles on the 
subject.  Attorneys Sweet, Maier 
and Coletti all routinely lecture on 
this topic at seminars presented 
for condo boards, property owner 
associations, and other lawyers.  
The Annual Community Associa-
tion Law Seminar provided a 
unique opportunity for lawyers to 
discuss emerging trends, court 
decisions and legislative issues 
important to the practice of com-
munity association law.  Lowell, 
Tony and John shared their 
knowledge and experience with 
their colleagues from around the 
country, and even had an inter-
esting discussion with a Law Pro-
fessor from the University of 
South Wales, who had come all 
the way from Australia. 

 

Sweet, Maier & Coletti, S.C., Attorneys Are Featured Speakers at  
National Community Association Law Seminar 



released to the public, the 
confidentiality may be lost.  
Once lost, the disclosure 
of such otherwise pro-
tected information can 
prove to be disastrous to 
your case.  So what do 
you do? 
First, your Association’s 
minutes, and other records 
should be specially la-
beled as privileged when 
they are to be protected 
under the rules of attorney

The communications 
(written or verbal) between 
you and your attorney are 
confidential because our 
legal system wants to pro-
tect your right to share all 
facts pertinent to your case 
without fear of disclosure.  
However, you need to 
guard against losing this 
important right. 
If your privileged conversa-
tions with your attorney are 
shared with others, or are 

-client confidentiality. 
Next, confidential records 
should be kept in a sepa-
rate, secure, place to 
guard against accidental 
disclosure. 
Access to the protected 
records should be limited 
to those individuals au-
thorized by the Associa-
tion’s attorney. 
And when in doubt, con-
sult your attorney. 

      What Is The Attorney Client 
Privilege Anyway... 

And how do you protect it? 

A  new feature of our website is 
the “Ask Your Attorney” column 
where questions sent in by visitors 
are answered and posted on our 
site by one of our attorneys. 
Check out our new site today and 
send in a question of your own to 

“Ask Your Attorney” at:  

www.wisclaw.com 
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When is a Pet an Emotional Support Animal? 

Frequently, Associations de-
cide upon a “no pet rule” 
which prohibits residents from 
having pets.  However, the 
Fair Housing Act requires 
“reasonable accommodation” 
and this applies to trained ser-
vice animals to assist a resi-
dent with his or her disability. 
This rule was pushed even fur-
ther in a 2009 case brought in 
Federal Court for the Southern 
District of Ohio.  There, the 
board of trustees of a mutual 
housing corporation adopted a 
no pet rule which prohibited 
members and residents from 
having pets, except for service 
animals necessary to accom-
modate a resident’s disability. 
The board of trustees de-
manded the resident remove a 
dog from her unit.  The owner 
requested a reasonable accom-
modation from the rule on  the 
basis that the resident was  

currently receiving psychological 
counseling, and her psychologist 
had recommended that she have a 
companion/service dog to facilitate 
her treatment.  The board of trus-
tees rejected the request.  The asso-
ciation filed suit requesting a de-
claratory judgment that the dog 
was not a service animal and did 
not qualify as a reasonable accom-
modation under the Fair Housing 
Act.  The court held that the types 
of animals that can qualify as rea-
sonable accommodations under the 
Fair Housing Act include emo-
tional support animals, which need 
not be individually trained. 
The law allows a Board to ask for 
documentation regarding the resi-
dent’s disability or medical condi-
tion, and the reason an animal is 
necessary to facilitate the resi-
dent’s course of treatment. 
Sometimes it is difficult to tell a 
pet from a service animal or now  

an “emotional support animal” which 
is required to be allowed as a reason-
able accommodation under law.  
When in doubt about what type of 
evidence you can ask for, and how to 
go about making a decision, consult 
with your attorney.  You don’t want 
to held liable for failing to  make a 
reasonable accommodation for the 
unit owner. 
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Cut on the line and return with your name and address. 

********************************************************************** 

To:   John L. Maier, Jr.   Your Name: ____________________ 

 Sweet & Maier, S.C.   Address:           ____________________ 

 PO Box 318      ____________________ 

 Elkhorn, WI 53121 

Please send me information on the following topics: 

___Hiring and Working with an Attorney  ___Wills and Estate Planning 

___Buying aned Selling Real Estate  ___Living Trusts 

___Family Limited Partnerships   ___Starting a Business 

___Durable Powers of Attorney   ___Probate 

___Other topic(s) of interest___________________________________________ 


