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FHFA Limits Servicer Advancing Obligations for Loans in COVID-19 
Forbearance 
by Katrina Llanes and William Lee

On April 21, 2020, the Federal Housing Finance Agency (FHFA) announced that it was aligning Fannie Mae’s 
and Freddie Mac’s policies so that servicers of Fannie Mae and Freddie Mac single-family mortgage loans 
that are in forbearance as a result of COVID-19 will only have an obligation to advance four months of missed 
principal and interest payments. The FHFA announcement confirms that once the advances are made for 
four months, if the loans continue to remain in forbearance, servicers will have no further obligation to 
advance scheduled principal and interest payments for those loans. 

While this is not a liquidity facility (as the mortgage industry was hoping for) this change in policy does 
provide a cap on servicer advancing obligations. Mortgage servicers are generally required to advance 
principal and interest payments when a borrower fails to make scheduled payments due on a mortgage 
loan that underlies a mortgage-backed security (MBS). Given the number of homeowners that have already 
and that are expected to utilize a forbearance plan as a result of COVID-19, this policy provides some clarity 
on the scope of the liquidity needs that mortgage servicers will face over the coming months while loans 
are in forbearance. 

The FHFA’s announcement further confirmed that mortgage loans with COVID-19 forbearance status will 
remain in the MBS pool. Typically, Fannie Mae or Freddie Mac would buy out delinquent mortgage loans 
from the MBS pools. However, the FHFA advised that such loans should remain in MBS pools “for at least 
the duration of the forbearance plan.” 

The FHFA policies apply to all Fannie Mae and Freddie Mac mortgage servicers (whether banks or nonbanks 
and regardless of the size of the servicer). 

Alston & Bird has formed a multidisciplinary task force to advise clients on the business and legal implications 
of the coronavirus (COVID-19). You can view all our work on the coronavirus across industries and subscribe to 
our future webinars and advisories.
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You can subscribe to future Finance advisories and other Alston & Bird publications by completing our publications subscription form.

If you have any questions or would like additional information, please contact your Alston & Bird attorney or the following:

ATLANTA: One Atlantic Center n 1201 West Peachtree Street n Atlanta, Georgia, USA, 30309-3424 n 404.881.7000 n Fax: 404.881.7777
BEIJING: Hanwei Plaza West Wing n Suite 21B2 n No. 7 Guanghua Road n Chaoyang District n Beijing, 100004 CN n +86.10.85927500 

BRUSSELS: Level 20 Bastion Tower n Place du Champ de Mars n B-1050 Brussels, BE n +32 2 550 3700 n Fax: +32 2 550 3719
CHARLOTTE: Bank of America Plaza n 101 South Tryon Street n Suite 4000 n Charlotte, North Carolina, USA, 28280-4000 n 704.444.1000 n Fax: 704.444.1111
DALLAS: Chase Tower n 2200 Ross Avenue n Suite 2300 n Dallas, Texas, USA, 75201 n 214.922.3400 n Fax: 214.922.3899
LONDON: 5th Floor n Octagon Point, St. Paul’s n 5 Cheapside n London, EC2V 6AA, UK n +44.0.20.3823.2225
LOS ANGELES: 333 South Hope Street n 16th Floor n Los Angeles, California, USA, 90071-3004 n 213.576.1000 n Fax: 213.576.1100
NEW YORK: 90 Park Avenue n 15th Floor n New York, New York, USA, 10016-1387 n 212.210.9400 n Fax: 212.210.9444
RALEIGH: 555 Fayetteville Street n Suite 600 n Raleigh, North Carolina, USA, 27601-3034 n 919.862.2200 n Fax: 919.862.2260
SAN FRANCISCO: 560 Mission Street n Suite 2100 n San Francisco, California, USA, 94105-0912 n 415.243.1000 n Fax: 415.243.1001
SILICON VALLEY: 950 Page Mill Road n Palo Alto, California, USA 94304-1012 n 650.838.2000 n Fax: 650.838.2001
WASHINGTON, DC: The Atlantic Building n 950 F Street, NW n Washington, DC, USA, 20004-1404 n 202.239.3300 n Fax: 202.239.3333
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