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Office of Lender Activities and Program Compliance Office of Single Family Housing

John S. Higgins, Director, Quality Assurance Division

FHA Single Family Housing Policy Handbook 4000.1, Sections V.A.3.a.i(C), V.A.3.a.iv(B)(2) and V.A.3.c.ii(C)(1)(b)

A temporary partial waiver of FHA Loan Level Quality Control (QC) Program Requirements in Handbook 4000.1, Sections V.A.3.a.i(C), V.A.3.a.iv(B)(2) and
V.A.3.c.ii(C)(1)(b) due to the COVID-19 National Emergency. Under this waiver, Mortgagees are not required to conduct QC reviews, including field
reviews of appraisals, for Early Payment Defaults (EPDs) that would have been selected as part of a Mortgagee's August 2020 QC selections, provided
that the Mortgages were reported to FHA using the Single Family Default Monitoring System (SFDMS) Delinquency and Default Reason Code 055 –
Related to National Emergency Declaration.

x

x

August 25, 2020

FHA requires Mortgagees to select and review EPDs on a monthly basis. Handbook 4000.1, Section V.A.3.a.iv(B)(1) defines EPDs as FHA-insured
Mortgages that become 60 days delinquent within the first six payments. Mortgagees must review all EPDs to ensure that each Mortgage complied with
FHA Single Family origination and underwriting requirements. Mortgagees must also conduct targeted field reviews of appraisals on all EPDs.

As a result of the COVID-19 National Emergency, FHA continues to observe an elevated number of EPDs nationwide. Many recent EPDs have been
reported to FHA using SFDMS Delinquency and Default Reason Code 055 – Related to National Emergency Declaration, which indicates that the
Mortgagee granted forbearance relief under the Coronavirus Aid, Relief, and Economic Security Act (CARES Act). Therefore, FHA is providing a temporary
partial waiver of requirements found in Handbook 4000.1, Sections V.A.3.a.i(C), V.A.3.a.iv(B)(2) and V.A.3.c.ii(C)(1)(b). With this waiver, Mortgagees are
not required to conduct QC reviews, including field reviews of appraisals, for EPDs that would have been selected as part of the Mortgagee's August 2020
QC selections, provided that the Mortgages have been reported using SFDMS Delinquency and Default Reason Code 055. Mortgagees must review all
other EPDs that would have been included in their August QC selections, and must continue to meet all other QC requirements in Handbook 4000.1,
Section V.A.3.

Joy Hadley Director, Office of Lender Activities and Program Compliance 8/26/2020
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