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wWhy 203(k)?

U Current owners stay in their homes and
renovate

U Investors selling rentals that need repair
U Modifications for disabled individuals
U Ability to market properties that need

updating
Ul ncreasing a propertyos va
U One loan
1800 CALL FHA Servicing the American Homebuyer WWW.hUd.gOV

Since 1934 5



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:

U Purchase price (or nas 1 SO0
refinances) plus rehabilitation costs, or
U 110% of nafter | mprovedo vV

U Notto exceed maximum FHA loan limit for
the area
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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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STREAMLINED ( k)

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 |
Inspection fees
Building and other permits
Title update costs
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STREAMLINED ( k)

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
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STREAMLINED ( k)

Eligible Work Items

U Environmental mitigation

U Modifications involving disturbance of pre -
1978 paint surfaces

U Lead based paint abatement

U Repair/Replace/add exterior decks, patios,
porches

U Basement finishing and remodeling (not
Involving structural repairs)

U Basement water proofing

U Window and door replacements & exterior
wall re siding

U Septic system and/or well repair or
replacement
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STREAMLINED ( k)

U Ineligible Work Items

U Major rehabilitation or remodeling ( such as the
relocation of a load bearing wall)

U New construction (including room additions)
U Repair of structural damage

U Repairs requiring detailed drawings or
architectural exhibits

U Landscaping or similar site amenity improvements

U Any repair or improvements requiring more than 6
months to complete

U Rehabilitation activities that require more than
two (2) payments per specialized contractor
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STREAMLINED ( k)

Contractors and Rehabilitation Criteria

Borrower must use licensed and bonded
contractors

nNSeihfel po I s discouraged bu
IF the borrower can sufficiently
demonstrate to the lender that he/she

has the necessary expertise and
experience to competently perform the

wWork

More information
Mortgagee Letter 2005 50
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Eligible Properties

HUD REO Properties

New Properties

Condominiums

Refinance of existing Properties

Free and Clear properties currently
owned

U 14 units

cC:. C. C- C: Cc:
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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 Contractor

Examine bids(s) & work plan; review Must meet all jurisdictional
with Borrower and licensing & bonding
Contractor requirements

Ensure work meets program Provide written cost estimate,
requirements and cost of provide licensing, bonding,
repairs are reference information to
reasonable/customary for lender. Only fixed prices
area acceptable (not time/material)

Assure all required permits Execute Homeowner/Contractor
obtained Agreement

Complete HUD 92700, Maximum Obtain permits, if homeowner has
Mortgage Worksheet not

Determine if contingency reserve Maximum 2 draws per contractor
is needed;

Determine if borrower meets
requi rements depro nsel f
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Responsibilities

Homeowner appraiser

Obtain necessary permits, if Must receive all cost
not obtained by the estimates and list of
contractor work items

Sign Provide an after improved
Homeowner/Contractor value
Agreement Perform final inspection

Select contractor (obtain to assure work
cost estimates. submit to completed as submitted
lender
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203K Streamline documents

U HUD 92800.5B Conditional Commitment
U HUD 92900A Direct Endorsement Approval

U HUD 92900 1 LT FHA loan underwriting
and transmittal summary

U HUD 92700 Maximum Mortgage Worksheet

ug HUD 92700A Borrower 0Ss
Acknowledgement

UBorroweros | dentity of | nt
Certification
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203K Streamline documents

Homeowner/Contractor Agreement
Rehabilitation Self Help Loan Agreement
Rehabilitation Loan Agreement

Rehabilitation Rider

HUD 92577 Change Order Request (if
needed)

Mortgagoros Letter of Comp
U Contingency Release Letter
U Final Release Notice

eI (eciGEs: " C:

.
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203( k) vs. 203( k) Streamline

203( k)

V Repairs/Improvements
Must be at least $5,000

V Consultant Required

V Architectural Exhibits
required

V Borrower can do repairs/
improvements if qualified

203( k) Streamline

V Facilitate Uncomplicated
repairs/improvements

V' No Consultant required
V No Architect required

V Borrower 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 Detalls:

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 nAfter | mprovedo vV
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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

Convertal family dwellingto 2 4 units and vice
versa

Modernize or enlarge house
Build a new house on an fnexistin

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

AConsul t ant-+piswequired BEFORE the appraisal
has been completed.
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Major Rehabilitation and Repair
203( k)

Ineligible Improvements :

ﬁLuxury O items that are not a permanent

part of the real estate are not eligible as a cost
of rehabilitation

1800 CALL FHA Servicing the American Homebuyer WWW.hUd.gOV

Since 1934 28



Major Rehabilitation and Repair

203( k)
Eligible Properties:

14 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

U HUD 92800.5B Conditional Commitment
U HUD 92900A Direct Endorsement Approval

U HUD 92900 1 LT FHA loan underwriting and
transmittal summary

U HUD 92700 Maximum Mortgage Worksheet

ug HUD 92700A 203k Borrower 0s
Acknowledgement

u HUD 9746 -A Draw Request

U 203k Work Right Uup (Completed by Consultant)
checklist found in Appendix 1 of 4240.4. REV 2
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203K documents

Borrower s | dentity of I ntere
Homeowner/Contractor Agreement

Rehabilitation Self Help Loan Agreement

Rehabilitation Loan Agreement

Rehabilitation Rider

HUD 92577 Change Order Request

Mortgagor o6s Letter of Compl et
Contingency Release Letter

Final Release Notice

(-GGG e . L D
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Additional
Programs available
With the 203k
product
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Energy efficient mortgage

( Allows the financing of energy %l
efficient features along with the

purchase or refinance of the home

"~ (I Makes a home more comfortable, more

affordable and more marketable
U Can be used with any FHA program i
203(b), 203(k), Streamlined (k), etc

U Can be used on existing or newly
constructed properties, on 1 4 unit
properties & with any property type

FHA -Serving Home Buyers Since 1934 www.hud.gov
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EEM continued

U EEM improvements (& weatherization items) can be
added on top of the Streamlined (k) items

U Max FHA loan amount for area can be exceeded by the
| EEM amount

U Borrowers are qualified before the EEM amount is
added to the final mortgage amount

U Cost of energy improvements & estimate of energy
savings are determined by a HERS report

1-800 Call FHA www.hud.gov
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Real estate Owned

U Insurable with Escrow
U Uninsurable

Sales Contract

1800 -CALL FHA Servicing the American Homebuyer
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REO Continued

b | http://www.firstpreston.com/documents/fha203k. pdf - Microsoft Internet Explorer

File Edit GoTo Favorites Help B q','
e Back - J |ﬂ @ _-_h /_\J Search \L;::( Favorites 6‘3 [_': - :\_,’, — _J ﬁ '3
Address &j http: /v firstpreston, comfdocuments ffha 203k, pdf b | Go Links **
ﬁ m B ) @ [102% -
EXAMPLE: FHA INSURED 203(k) FINANCING =
Sales Contract U.S. Department of Housing and Urban Development
h - Office of Housing
Property Disposition Program Federal Housing Commissioner
1. I (We), JOHN SMITH AND LAURA SMITH HID Case Mo.
! | (Purchaser(s)) agree to purchase on the terms set forth herein, the following property, as more particularly 492-123456

described in the deed conveying the property to the Secretary of Housing and Urban Development:
723 PRESTON ROAD, DALLAS, DALLAS COUNTY, TEXAS, 75001
(streetnumber, street name, unitnumber, if applicable, city, county, State)
2. The Secretary of Housing and Urban Development (Seller) agrees to sell the property at the price and terms set forth herein. and to prepare a deed
containing a covenant which warrants against the acts of the Seller and all claiming by. through orunder him. Title will be taken in the following
name(s) and style _[See the required wording for your region in the Guidebook for Real Estate Professionals]
3. Theagreed purchase price 0f the ProPerty 15 o ettt e = 3.5 125,000
Purchaser has paid % 1,000 as earnest money to be applied on the purchase price. and agrees =
to pay the balance of the purchase price. plus or minus prorations. at the time of closing. in cash to Seller. The
earnest money deposit shall be held by [See the required wording for vour region in the Guidebools fe y
4. K] Purchaser is applying for FHA insured financing [ |203(b). [ ]203(b) repair escrow! '303(1{)] with a cash
down payment of $ due at closing and the balance secured by a mbstgage in the amount of
$ for months (does not include FHA Mortgage Insurance Premium,
prepaid expenses of closing costs Seller has agreed to fund into mortgage ).
[] Said mortgage involves a repair escrow amounting to §
Purchaser is paying cash or applying for conventional or other financing not invelving FHA
5. Seller will pay reasonable and customary costs. but not more than actual costs, nor more than paid by a typical Seller

in the area, of obtaining financing and/or closing (excluding broker's commission) in an amount notto exceed . » 5. § 3,750
6a. Upon sales closing. Seller agrees to pay to the broker identified below a commission (including

selling bonus, if offered by seller) Of e e » Ga.% 6,250
6b. If broker identified below is not the broad listing broker, broad listing broker will receive a commission of:» 6h. $ 0
7. The net amount due Selleris (Purchase price [Item 3] lessItems Sand 6) ... » | 7.$ 115,000
&. Purchaser is: E owner-occupant (will occupy this property as primary residence) |:| investor
|:| nonprofit organization |:| public housing agency |:| other government agency. Discount at closing: %
Discount will reduced v amonunts. if anv. listed on Line Ttems 5 and 6. g

& Unknown Zone
| & Micosoft Offi... | [@ Inbox - Mido... 7% 4Internet E... - | [ Training Pods | €] MicosoftPow... B T & BT P o:5am
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Lead paint stabilization

Clearance exam must be performed by state
or epa certified lead Jaint inspector,

certified risk assessor or sampling
examination

If a HUD home, may receive a credit

Credit not part of $35,000 streamlined (k)
limit
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case number assignment
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Edit  View

CASE NUMBER ASSIGNMENT -

se Number Assignment - Microsoft Internet Explorer
File

Favorites  Tools  Help

Q- O K@ G P frroos @ B-2ELJE 3

v | Go Links

Address @tﬂjs:ﬂenm.hud.govfclasmhnlffl?ra-c.cﬁn?choice=C&anre=292&cn_rest=5064593&originator= 1733200009
. Substantial Reha ||- rf:l;: v I”m.
DP Code: gl Living Units: Program ID: |(UU}-Defau|t
ADP aracteristics:

Amortization Type

V| 3| Loan Term: 360
ﬁ(ed
P

sing Program
Improvernents (203k)

Condominium
N [Ne v
Special Program Buydown
Mo Special Program %

Type of Case: | Forward Purchase

"]

If Purchase: Was this case previously sold as Real Estate Owned (previously sold by HUD)? O Yes @ No
If Refinance: Specify type of refinance: | Mot a Refinance
\

"]
\

* As Required *

All Refinances: () Select streamline refinance type: Mot Streamlined v
(b) Is this a Cash-out Refinance: QO ves O No

Prior FHA and prior REO cases: Enter case number of previous case: I:H:I
HOPE Loans:

(a) Confirm that this case qualifies as HOPE Loan:

No
(b) Debt-to-Income (DTI) Ratio:

(c) Number of payments made on old loan:

| as of: | M M
(d) Date of first payment for old loan M
1 A
@ Daone =) \Q Local intranet
r’.‘.’ start E C’ & Micosoft OFf... ® Inbox - Micro... 77 2 Internet ... - [@® Training Pods

1800 CALL FHA

]E[ Microsoft Po...

|

Servicing the American Homebuyer
Since 1934

www.hud.gov

39



CASE NUMBER ASSIGNMENF
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