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Why 203(k)?

üCurrent owners stay in their homes and 

renovate

ü Investors selling rentals that need repair

üModifications for disabled individuals

üAbility to market properties that need 

updating

üIncreasing a propertyôs value

üOne loan

1 -800 -CALL FHA Servicing the American Homebuyer 
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STREAMLINED ( k)

Purchase or refinance transactions of 

properties needing minor repair or 

upgrading
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STREAMLINED ( k)

Maximum loan amount is the lesser of:

ü Purchase price (or ñas isò value for 

refinances) plus rehabilitation costs, or

ü 110% of ñafter improvedò value

ü Not to exceed maximum FHA loan limit for 

the area

1 -800 -CALL FHA Servicing the American Homebuyer 
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STREAMLINED ( k)

Benefits

Minor Repairs and Improvements (upgrades)

Repair costs up to $35,000 (value permitting)

No minimum repair cost threshold 

Repairs are completed after closing with loan 

proceeds

Same down payment requirement for purchases 

(3.50%)

No inspection required (If less than $15,000)
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Benefits

No 203 (k) Consultant

No General Contractor

Any FHA approved lender may originate a 

streamlined 203(k) mortgage
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STREAMLINED (k)

What can be included?

Total cost of rehab

Supplemental origination fee and discount 

points

Contingency reserves (at lenderôs option)

Inspection fees

Building and other permits

Title update costs

1 -800 -CALL FHA Servicing the American Homebuyer 
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Eligible Work Items

Repair/Replace/upgrade

roofs, gutters and downspouts

existing HVAC systems, plumbing, and electrical systems

existing flooring 

Minor remodeling (non -structural) repairs

Exterior and interior painting

Weatherization

Appliances (including free -standing ranges, refrigerators, 

washers/dryers, dishwashers and microwaves)

Improvements for accessibility for persons with disabilities

STREAMLINED ( k)
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Eligible Work Items

üEnvironmental mitigation

üModifications involving disturbance of pre -

1978 paint  surfaces

üLead based paint abatement

üRepair/Replace/add exterior decks, patios, 

porches

üBasement finishing and remodeling (not 

involving structural repairs)

üBasement water proofing

üWindow and door replacements & exterior 

wall re -siding

üSeptic system and/or well repair or 

replacement

STREAMLINED ( k)
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ü Ineligible Work Items

üMajor rehabilitation or remodeling ( such as the 

relocation of a load -bearing wall)

üNew construction (including room additions)

üRepair of structural damage

üRepairs requiring detailed drawings or 

architectural exhibits

üLandscaping or similar site amenity improvements 

üAny repair or improvements requiring more than 6 

months to complete 

üRehabilitation activities that require more than 

two (2) payments per specialized contractor

STREAMLINED ( k)
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Contractors and Rehabilitation Criteria

Borrower must use licensed and bonded 

contractors

ñSelf-helpò is discouraged but acceptable 

IF the borrower can sufficiently 

demonstrate to the lender  that he/she 

has the necessary expertise and 

experience to competently perform the 

work 

More information

Mortgagee Letter 2005 -50

STREAMLINED ( k)
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Eligible Properties

üHUD REO Properties

üNew Properties

üCondominiums

üRefinance of existing Properties

üFree and Clear properties currently 

owned

ü1 -4 units
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Streamlined ( k) Guidelines

ML 2005 -50

All repairs must comply with local codes

All required permits must be obtained

No minimum repair cost threshold

Overall cost cannot exceed $35,000 
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Responsibilities

Lender

Examine bids(s) & work plan; review 

with Borrower and 

Contractor

Ensure work meets program 

requirements and cost of 

repairs are 

reasonable/customary for 

area

Assure all required permits 

obtained

Complete HUD -92700, Maximum 

Mortgage Worksheet

Determine if contingency reserve 

is needed;  

Determine if borrower meets  

requirements for ñself-help ò

Contractor

Must meet all jurisdictional 

licensing & bonding 

requirements

Provide written cost estimate, 

provide licensing, bonding, 

reference information to 

lender.  Only fixed prices 

acceptable (not time/material)

Execute Homeowner/Contractor 

Agreement

Obtain permits, if homeowner has 

not

Maximum 2 draws  per contractor

1 -800 -CALL FHA Servicing the American Homebuyer 
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Responsibilities

Homeowner

Obtain necessary permits, if 

not obtained by the 

contractor

Sign 

Homeowner/Contractor 

Agreement

Select contractor (obtain 

cost estimates. submit to 

lender

appraiser

Must receive all cost 

estimates and list of 

work items

Provide an after -improved 

value 

Perform final inspection 

to assure work 

completed as submitted

1 -800 -CALL FHA Servicing the American Homebuyer 
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203K Streamline documents

üHUD 92800.5B Conditional Commitment

üHUD 92900A Direct Endorsement Approval

üHUD 92900 ïLT  FHA loan underwriting 

and transmittal summary

üHUD 92700 Maximum Mortgage Worksheet

üHUD 92700A Borrowerôs 

Acknowledgement

üBorrowerôs Identity of Interest 

Certification

1 -800 -CALL FHA Servicing the American Homebuyer 

Since 1934



www.hud.gov
20

203K Streamline documents

üHomeowner/Contractor Agreement

üRehabilitation Self -Help Loan Agreement

üRehabilitation Loan Agreement

üRehabilitation Rider

üHUD 92577 Change Order Request (if 

needed)

üMortgagorôs Letter of Completion

üContingency Release Letter

üFinal Release Notice

1 -800 -CALL FHA Servicing the American Homebuyer 

Since 1934
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203( k) vs. 203( k) Streamline

203( k)

VRepairs/Improvements 

Must be at least $5,000

VConsultant Required

VArchitectural Exhibits 

required

VBorrower can do repairs/ 

improvements if qualified

203( k) Streamline

VFacilitate Uncomplicated 

repairs/improvements

VNo Consultant required

VNo Architect required 

VBorrower can do 

repairs/improvements if 

qualified

VInclude up to $35,000
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Major Rehabilitation and 

Repair 203( k)
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Major Rehabilitation and Repair 

203( k)

Purpose of the 203(k) Loan: 

Primary Program for the rehabilitation 

and repair of single family housing

Tool for community and neighborhood 

revitalization

Expand Homeownership opportunities
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Major Rehabilitation and Repair 

203( k)

Program Details:

Purchase or Refinance

Fixed or Adjustable Rate Mortgage

Property must be 100% complete per Certificate 

of Occupancy or equivalent document, and 

must be over 1 year old

Credit underwriting guidelines are the same as 

for any FHA loan

A first mortgage that combines the purchase or 

refinance with renovation costs

Loan is fully disbursed at closing
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Major Rehabilitation and Repair 

203( k)

Maximum Loan Amount: 

Minimum $5,000 improvements

Maximum loan amount is the lesser of:

Maximum mortgage limit for area (base 

mortgage amount)

Purchase price plus cost of 

rehabilitation

110% of ñAfter Improvedò value
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Major Rehabilitation and Repair 

203( k)

How 203(k) Can Be Used :
move a house onto existing foundation

Refinance an existing loan

Convert a 1 -family dwelling to 2 -4 units and vice 

versa

Modernize or enlarge house

Build a new house on an ñexistingò foundation

Homes that have been demolished are eligible 

provided some of the existing foundation system 

remains in place
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Major Rehabilitation and Repair 

203( k)

Eligible Improvements :
eligible improvements include but are not limited to:

Plumbing Floor treatments

Electric Energy efficiency items

Wells Storm Shelters

Septic Heating/Cooling units

Roofing Garage (attached or detached)

Repairs to correct structural deficiencies

A minimum of $5,000 of improvements which increase the 

marketability and value of the property

ñConsultantò write-up is required BEFORE the appraisal 

has been completed.
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Major Rehabilitation and Repair 

203( k)

Ineligible Improvements :

ñLuxury ò items that are not a permanent 

part of the real estate are not eligible as a cost 

of rehabilitation
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Major Rehabilitation and Repair 

203( k)

Eligible Properties:

1 -4 units

Existing more than 1 year

Condos

Manufactured homes

New construction on part of original foundation

Existing house moved to new foundation

Mixed use properties (% limitation of amount on 

commercial space)
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203K documents

ü HUD 92800.5B Conditional Commitment

ü HUD 92900A Direct Endorsement  Approval

ü HUD 92900 ïLT  FHA loan underwriting and 

transmittal summary

ü HUD 92700 Maximum Mortgage Worksheet

üHUD 92700A 203k Borrowerôs 

Acknowledgement

ü HUD 9746 -A Draw Request

ü 203k Work Right -up (Completed by Consultant) 

checklist found in Appendix 1 of 4240.4. REV 2

1 -800 -CALL FHA Servicing the American Homebuyer 

Since 1934
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203K documents

üBorrowerôs Identity of Interest Certification

ü Homeowner/Contractor Agreement

ü Rehabilitation Self -Help Loan Agreement

ü Rehabilitation Loan Agreement

ü Rehabilitation Rider

ü HUD 92577 Change Order Request

üMortgagorôs Letter of Completion

ü Contingency Release Letter

ü Final Release Notice

1 -800 -CALL FHA Servicing the American Homebuyer 
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Additional

Programs available

With the 203k 

product
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Energy efficient mortgage

üAllows the financing of energy 

efficient features along with the 

purchase or refinance of the home

üMakes a home more comfortable, more 

affordable and more marketable

üCan be used with any FHA program ï

203(b), 203(k), Streamlined (k), etc

üCan be used on existing or newly 

constructed properties, on 1 -4 unit 

properties & with any property type
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ü EEM improvements (& weatherization items) can be 

added on top of the Streamlined (k) items

ü Max FHA loan amount for area can be exceeded by the 

EEM amount

ü Borrowers are qualified before the EEM amount is 

added to the final mortgage amount

ü Cost of energy improvements & estimate of energy 

savings are determined by a HERS report

EEM continued

1 -800 -Call FHA                                                                    

www.FHA.gov
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Real estate Owned

üInsurable with Escrow

üUninsurable

Sales Contract
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REO Continued
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Lead paint stabilization

Clearance exam must be performed by state 

or epa certified lead -paint inspector, 

certified risk assessor or sampling 

examination

If a HUD home, may receive a credit

Credit not part of $35,000 streamlined (k) 

limit

1 -800 -CALL FHA Servicing the American Homebuyer 
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case number assignment
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CASE NUMBER ASSIGNMENT
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CASE NUMBER ASSIGNMENT
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