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Not every home is move-in ready.  The FHA 203(k) Renovation Loan 
allows you to broaden your home shopping horizons and create the 
home you want from the start.  The FHA 203(k) Renovation Loan 
combines the cost of buying the home with the cost of making repairs.  
It is ideal for qualified buyers interested in purchasing a home that 
needs repairs or updating.  

 The notable advantages include: 

• Low down payment option; qualify with as little as 3.5% down 

• Increased home choices for purchase 

• Ability to personalize home enhancements 

• Financing of mortgage, repairs & upgrades in a single loan, based on the As-Improved 
value of the home 
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 Advantages for an FHA 203(k) Renovation Loan: 
• FHA 203(k) Renovation Loan allows you to complete major or minor renovation 

projects including broad scope renovation, both structural and cosmetic 

 Why Choose the 203(k)? 

• Allows for repairs and improvements to be completed after closing for purchases and 
refinances via the establishment of an interest bearing escrow account 

• Can borrow against the property value after improvements  

• Avoid construction loans 

• Increases property value and builds equity 

• Combines the cost of the home and renovation into one low cost mortgage 
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 The Full Consultant option is used for more complicated projects. 
Eligible repairs include:  

• Major structural alterations and additions 

• Major landscaping and site improvements 

• Repair swimming pool (up to $1,500) 

• Remodeling of rooms, including kitchens & bathrooms  

• Relocation of load bearing walls 

• Construction or rehab of detached garage 

• Converting multi-unit to a single unit or a single unit to a multi-unit 

• Basement finishing or waterproofing 

• Appliances 

• Energy conservation improvements 
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Quick Facts: 
• 1 – 4 Owner Occupied only 

• Conforming and High Balance loan amounts 

 Fixed 30 and 15 year term 

• Credit/Ratio/Reserve requirements follow HomeBridge FHA guidelines 

• HomeBridge will require Approve/Eligible AUS Findings 

 Manual underwriting not permitted on 203(k)  

Purpose Max LTV Max CLTV Loan Amount Minimum FICO 

Purchase 96.50% 105.00% FHA Limit 620 

Rate/Term 97.75% 975.75% FHA Limit 620 

Cash-Out N/A N/A N/A N/A 
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Example of 203(k) 

Sales Price $150,000 

Renovation Costs $65,000 

Contingency Reserve $6,500 

“Soft Costs” (inspections, permits, fees, plans, etc.) $1,500 

Total Acquisition Cost 223,000 

Down Payment $7,805 

Base Loan Amount $215,195 
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 HUD Consultant Role: 
• Approved HUD Consultant required on Full Consultant transactions  

 Consultant fee ranges depending on cost of work 

• HUD Consultant manages the entire project 

 Works directly with Borrowers & contractors 

 Provides initial Work Write-Up or “Specification of Repairs” report  

 Provides draw schedule  

 Performs draw inspections to approve disbursements to General Contractor 

 Provides Contingency Reserve amount to be established 

 HUD Approved Consultant Search: Find a HUD Consultant 

 

https://entp.hud.gov/idapp/html/f17cnsltdata.cfm
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 Requires an FHA HUD Consultant 

 For complicated projects and cosmetic updates 

 Minimum cost of repairs $5,000; no max repair amount 

 Contingency Reserve 10-20% (determined by HUD Consultant) 

 Work to start within 30 days of closing 

 Work must be completed within 5 months of closing 

 Max 5 draws permitted 
 One (1) General Contractor allowed: 

• Subcontractors permitted under General Contractor 

 Additional specialized contractor(s) allowed for technical items 

 Can finance up to 6 months PITI if home deemed uninhabitable by HUD 
Consultant 
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 Details of  HUD Consultant’s Work Write- Up Report, AKA “Specification of 
Repairs” Report: 

• Signed by Consultant, Borrower and Contractor 

• Original plan/specifications for project 

• Describes quantity/quality of materials required 

• Lists market costs of materials, labor, overhead, profit 

• Includes adequacy of existing structural, heating, plumbing, electrical and roofing 

• Must demonstrate that property will meet HUD’s minimum property standards, after repairs 

• Contractor(s) can reference the Write-Up to prepare bid(s) 

• Provides required Contingency Reserve amount 
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 The Consultant Work Write-Up and Contractor Bid(s) should match on a Full 
Consultant loan: 

• In the event of discrepancy: 

IF THEN 
Contractor bid is MORE than Consultant  

Write-Up 
Maximum Mortgage is determined by the 

Consultant Write-Up; Could result in 
additional cash to close for Borrower 

IF THEN 
Contractor bid is LESS than Consultant  

Write-Up 
Consultant must comment on discrepancy & 
validate that Contractor bid is reasonable. If 
the bid is unreasonable, Maximum Mortgage  

is determined by Consultant’s Write-Up 
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 Full Consultant - What is Included in Rehabilitation Costs: 
• Total cost of rehabilitation (labor and materials) 

• HUD Consultant Fee 

• Contingency Reserve 

 Established by HUD Consultant 

• Inspection Fees 

• Permit Fees 

• Architectural/Engineering Fees (as applicable) 

• Final Title Update Fee 

• Up to 6 months PITI if property uninhabitable with HUD Consultant approval 

• Discount Points (only the percentage attributed to renovation portion) 
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 Appraisal Requirements: 

• Appraisals must include the following four items unique to a 203(k) appraisal: 

 Remarks regarding the scope of work being completed 

• Located in Improvements Section of Report 

 Be completed “subject to” in Reconciliation Section of Report 

 Include Copies of Bid(s) and Work Write-Up in Report 

• Full Consultant: Bid(s) and/or Write-Up required; cost of repairs must match 

 Required values differ; see following slides for details 
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 Purchase Transactions:  One Required Value: 

• An “After-Improved” value aka “As-Completed” value is always  required 

• This value is indicated in the Reconciliation section of the appraisal report 

• The “After-Improved” value is the only value required by HUD on 203(k) loans 

 The Purchase Price is used as the “As-Is” value: 

• HUD does not require an “As-Is” value; HUD assumes the purchase price is the 
“As-Is” value 
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 Refinance Transactions:  Two values required 

• An “After-Improved” value aka “As-Completed” is required 

 This value is indicated in the Reconciliation section of the appraisal 
report 

• An “As-Is” value is required 

 Commonly completed as an addendum to the appraisal report 
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 For Full Consultant loans where a property is being converted from 
SFR to multi-units or from multi-units to SFR, the appraisal will be 
completed on the form for what the property will be after 
renovations (not the current property type) 
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 Where required by the Appraiser, the following inspections, reports and 
clearances may be needed: 

• Termite 

• Well or septic cert 

• HVAC or other system certifications 

• Architectural exhibits as required 

 Full Consultant: all inspections Consultant and/or Appraiser require must be 
completed 
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 AUS: 
• An “Approved/Eligible” finding is required 

• Manual Underwriting is not allowed 

 

 Cash Out:  Not Allowed 
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 Condo Eligibility: 

• Project must be approved by HUD at time of case number assignment 

• Work limited to interior of unit 

• Lesser of 5 units per HOA, or 25% of total number of units, can be 
undergoing rehabilitation at any time 

• Max mortgage cannot exceed 100% of the After- Improved value 

• Rehabilitation limited to subject unit in buildings with 1-4 total units  

 See next slide for additional details 
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 Condo Building/Structure Eligibility: 

• Subject unit must be in a building/structure that has a maximum of 4 units 

• The Condo project may have multiple buildings with no limit to the total number of units 

• Eligible Building/Structure Scenario 

 Project consists of 10 buildings, each with 4 units, for a total of 40 units 

• Ineligible Building/Structure Scenario 

 Project consists of 10 buildings, each with 6 units, for a total of 60 units 

 This property is ineligible because it is in a building/structure with more than 4 units 

• More than 4 units in a building allowed when the renovation reduces the number of units 
in the building to 4 or less 

 Ex: Borrower purchases 2 units and converts to 1 unit  
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 A Contingency Reserve is held from the loan proceeds to cover health,  
     safety and unplanned costs that arise during construction: 

• Ranges from 10 – 20% of the rehab cost as established by HUD Consultant 

 15% required if utilities not on or are not in good working order 

• Deposited to an escrow account 

• Typically only soft costs are released within 2-3 business days of receipt of final signed 
document package (i.e. Consultant, permit fees) 

 Invoices are required 

• Up to 50% of  custom ordered material costs can be released  

 Requires consultant authorization 

 Disbursed to the manufacturer directly  

• No funds are disbursed to Contractor or Borrower at closing 
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 Contingency Reserve Options: 

• The contingency reserve may be financed or funded by the Borrower 
from their own funds: 

 Financed Contingency Reserve: any funds remaining at the end of 
the renovation process must be applied as a principal reduction 

 Borrower Funded Contingency Reserve: any funds remaining at 
the end of the renovation process are returned to the Borrower 
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 Contractor Requirements: 

• Completed Contractor Profile 

• Applicable licenses and proof of insurance as required by the local, 
state, county and city jurisdiction 

• Completed Federal W‐9 

• Signed bid(s) 

• Homeowner/Contractor Agreement  

• Contractor Acknowledgment 

• If license/insurance is expired, proof of current documentation is 
required. 
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 Contractor Insurance Requirements: 

• If insurance includes Workman Compensation in General Liability a separate  
policy is typically not required 

• Builder Risk required only if Master insurance does not cover construction 

 Often seen in 203(k) Full Consultant transactions 

 Builder Risk can be paid by the homeowner or contractor 
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 If “Limited Liability Corporation” selected, W-9 must indicate classification 
of corporation 

 

 

 

 Taxpayer Identification Number must be completed correctly 
 Must enter SS # or EIN # (Employee Identification Number) number (not 

both) 

 Contractor W-9 Completion Tips: 
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 Contractor Bid Tips: 
• All Contractor Bids must include: 

 Borrower(s) name and property address 

 Borrower(s) and Contractor signatures 

 Clearly state the nature of the repair/renovation  

 Cost for completion of each work item performed 

 Expiration dates on cost estimates not permitted 

 Detail itemization required for: 

• Material costs of each item 

• Labor costs of each item 

• Make/model and description of material item used  

• Borrower cannot supply or pay for materials 

• If permits required should be noted on bid 
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 Disbursement Process: 

• Seller has the option to issue 1st draw 

• Borrower will be contacted by HomeBridge Renovation Concierge Service 
Department to manage the renovation process from time loan is purchased by 
HomeBridge until completed 

• As repairs/renovation work is completed and draws are requested: 

 10% holdback is withheld from each draw  

 Draws released when acceptable Consultant inspection(s) received 

 

Note: Soft costs and/or release of funds to manufacturers for custom made 
 materials is not considered a draw 
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 Disbursement Process (continued): 
• Once final repairs/renovation work is complete: 

 HomeBridge Renovation Concierge Department to be notified by the HUD Consultant 

• Final Title Update performed to evidence no liens 

• Final draw is released to Borrower and Contractor  

 All checks are two party 

 Checks are sent via 2nd day UPS 

• Holdback funds are released after issuance of the Final Release Notice 

• Unused funds remaining in the escrow account will be applied to the remaining loan 
balance  

• HomeBridge will notify seller of final disbursement and provide tracking information 
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 Escrow/Impounds: 
•  Required on all loans.  No exceptions. 

 Feasibility Study: 
• A Feasibility Analysis (AKA Feasibility Study or Feasibility Site Report) serves to help 

Borrowers make a quick decision regarding the cost involved to renovate a property to 
meet HUD minimum property standards 

 Completed at discretion of Borrower on a Full Consultant 203(k) loan 

 Not required; obtained at Borrower discretion 
 Typical fee $250-350 

 Reviews property for compliance for Minimum Property Standards (MPS) per HUD 

 Used to determine if Full Consultant should be utilized 

 If Full Consultant, cost of study typically credited towards Consultant Fee 

 Often used for purchase transactions and/or determine scope of repairs 

 



← 

 Sample Feasibility Study 
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 Sample Feasibility Study (Continued) 
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 Sample Feasibility Study (Continued) 
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 Sample Feasibility Study (Continued) 
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 Sample Feasibility Study (Continued) 
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 Forms: 
• 203(k) Forms and Documents 

 203(k) Maximum Mortgage Worksheet (HUD Form 92700) 

 203(k) Borrower’s Acknowledgment (HUD Form 92700-A). Borrower must complete the “Loan 
Requirements” section of the Acknowledgment form indicating how the interest earned on the 
Rehabilitation Escrow Account is to be applied after the Final Release Notice is issued. 

 Borrower/Contractor Identity of Interest/Conflict of Interest Certification 

 Consultant Identity of Interest Certification 

 Homeowner/Contractor Agreement – Full Consultant (HUD Form 2420) 

 Homeowner/Contractor 203(k) Certification 

 Contractor Acknowledgment – Full Consultant 203(k) Program 

 W-9 

 Contractor Profile (Fannie Mae Form 1202) 

 Work Write-Up aka Specification of Repairs report 

 Contractor bid(s) 

 Feasibility Site Report, aka Feasibility Study (not required) 
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 Gift Funds – Allowed: 

• Follow HomeBridge Funding 203(k) Renovation Guidelines 

 Identity of Interest: 

• There can be no identity-of-interest issues between any parties 
participating in the 203(k) transaction 

• Borrower must certify there is not a conflict of interest with any party to 
the transaction by executing an Identity of Interest Certification. The 
certification verifies no conflict of interest including, but not limited to, any 
of the following: 

 
 Seller 
 Appraiser 
 Realtor 
 Lender 
 Contractor 
 
  

 Consultant 
 Inspector 
 Closing Agent 
 Title Company 
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 Identity of Interest Disclosures are required to confirm there is no 
relationship with any parties to the transaction as follows: 

• Full Consultant: Borrower Identity of Interest Certification and Consultant 
Identity of Interest Certification 
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 Loan terms: 

• 15 and 30 year fixed rate term only 

 Maximum mortgage amounts: 

• Maximum mortgage amounts vary by loan purpose 

 Purchase: 96.50% 

 Refinance: 97.75%  

 The maximum mortgage (total loan amount) cannot exceed FHA county    
limits 

 Important reminder: Condos and Super Storm Sandy cannot exceed 100% of                 
After-Improved Value. Condos and Super Storm Sandy still use the same max mortgage 
calculations for purchase and refinance transactions 
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INCLUDED IN TOTAL REHABILITATION 
COSTS 

Full Consultant 

Repairs Materials and Labor 

Contingency Reserve 10-20% of Rehab Cost; 15% If utilities are not on or not in good working order  
Established by HUD Consultant 

Inspection Fee(s) Up to 5 Inspection Fees Allowed Per Draw  

Completed by HUD Consultant 
  Refer to Work Write-Up 

Final Title Update Fee 1 Final Title Update Fee  
Refer to Final Title Update Fees by State Matrix 

Escrowed Mortgage Payments Up to 6 months PITI if property is uninhabitable and approved by HUD Consultant 

Architectural/Engineering Fees  
(as required) 

Included 

Consultant Fees Included 

Permit Fees (If Applicable) Included 

Discount Points  Calculated from Repair Costs and Fees 

 What is included in Maximum Mortgage Calculation: 
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Purchase Price + 
Renovation Costs OR 110% of After-Improved 

Value* 
OR As-is Value + 

Renovation Costs** 

Step 1: Identify the lesser of the below calculations: 

96.5% of the lesser above 
calculation = Base Loan Amount  

Step 2: Multiply the lesser calculation by 96.5% to obtain Base  
    Loan Amount:  

Base Loan Amount + 
UFMIP = Total Loan Amount  

Step 3: Add UFMIP to Base Loan Amount to obtain  
   Total Loan Amount: 

* For Condos and Super Storm Sandy use 100% of After-Improved Value 
**HUD does not require an “As-Is” value; HUD assumes the purchase price is the “As-Is” value 
 

 Maximum Mortgage Amount:  Purchase Calculations: 
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LTV Calculation 
Step 1: Identify the lesser of the below calculations  
 - Purchase Price + Renovation Costs 
 - As-is Value + Renovation Costs (HUD does not require an “As-Is” value; HUD assumes the 
purchase price is the “As-Is” value) 
 - 110% of After-Improved Value  
Step 2: Multiply the lesser calculation by 96.5% to obtain Base Loan Amount 
Step 3: Add UFMIP to Base Loan Amount to obtain Total Loan Amount 

In this example the Purchase Price plus Renovation 
Costs is less than 110% of After-Improved Value.  
 
Therefore, $149,675 is used to calculate the base 
loan amount. 

Full Consultant 203(k) Purchase  
Purchase Price and Renovation Costs Dollar Amount 

Purchase Price $120,000  

Total Cost of Repairs (labor & materials) $24,500  

Contingency Reserve (15%) $3,675  

Allowable Fees/Costs $1,500  

Total Purchase Price and Renovation Costs $149,675  

110% of After-Improved Value  
After-Improved Value (Located in Reconciliation section of Appraisal) 

$176,000  

Maximum Base Loan Amount $144,436  

UFMIP $2,528  

Total Loan Amount $146,964  

 Maximum Mortgage Amount:  Full Consultant Purchase Examples: 
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       Full Consultant 203(k), Purchase:  Section A 

1. Purchase Price 
2. HUD does not require an “As-Is” value; HUD assumes the purchase price is the “As-Is” value 
3. After-Improved Value from Appraisal (Reconciliation section) 
4. 110% of After-Improved Value  
5. N/A - only applicable for refinances 
6. N/A – HomeBridge does not offer EEM’s 

 Maximum Mortgage Worksheet Examples: 
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  Full Consultant 203(k), Purchase: Section B, Lines 1-5 

1. Cost of Repairs (labor & material) 
2. Cost of Repairs X Contingency Reserve % (10-20% of Rehab Cost; 15% If utilities are not on 

OR not in good working order; Established by HUD Consultant) 
3. Inspections Fee(s) (Number of inspections determined by HUD Consultant) + Title Update Fee 

(Refer to Final Title Update Fees by State Matrix) 
4. Up to 6 Months PITI (If property is uninhabitable and approved by HUD Consultant) 
5. Subtotal of B1-B4 

 Maximum Mortgage Worksheet Examples: 
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Full Consultant 203(k), Purchase: Section B, Lines 6-14 

6. Architectural and Engineering Fees (if applicable) 
7. HUD Consultant Fee (from Work Write-Up) 
8. Permits (if applicable) 
9. Other Fees (describe in Remarks Section on Page 2) 
10. Subtotal of Lines B5-B9 
11. N/A – HomeBridge does not charge Supplemental Origination Fee 
12. Discount Points (Discount % x Line B10 = Discount on Repair Costs and Fees) 
13. Lines B6-B9 + B11 (N/A) + B12 
14. Total Rehabilitation Cost (must be at least $5,000, with no maximum) 

 Maximum Mortgage Worksheet Examples: 
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  Full Consultant 203(k), Purchase: Section C 

1. Purchase Price 
2. Total Rehabilitation Cost (Line B14) 
3. Lesser of Line C1 + Line C2 OR 110% of the After-Improved Value (Line A4)  
4. 96.5% of Line C3 

 Maximum Mortgage Worksheet Examples: 

Sales Price: $120,000 
As Is Value: $120,000 
Rehab Cost: $29,675 
After-Improved Value: $160,000 

Line C1 + C2: $149,675 
110% of After-Improved Value: $176,000 
Lesser Of: $149,675 
96.5% of $149,675 = $144,436 Base Ln Amt 
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• HUD requires the lower of the following to be used when determining Max     
Mortgage Amount: 

 Purchase Price + Renovation Costs, or 
 110% of After Improved Value, or 
 As-Is Value + Renovation Costs* 

 

*HUD does not require an “As-Is” value; HUD assumes the purchase price is the “As-Is” 
Value  
 

 Purchase Max Mortgage Calculation Reminders: 
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• Example #1: Purchase Price + Renovation Costs 
 Purchase Price is $150,000 

 Total Renovation cost is $50,000 

 Appraisal does not show an “As-Is” Value only a $225,000 “After-Improved” Value 

 Max Base Loan Amount is $193,000 ($150,000 +$50,000=$200,000 X 96.5%) 

• Example #2: 110% Of Value 
 Purchase Price is $150,000 

 Total Renovation cost is $50,000 

 Appraisal does not show an “As-Is” Value only a $180,000 “After-Improved” Value 

 110% of $180,000 is $198,000 

 Max Base Loan Amount is $191,070 ($198,000 X 96.5%) 

• Example #3: “As-Is” Value + Renovation Costs 
 Purchase Price is $150,000 

 Total Renovation cost is $50,000 

 Appraisal shows an “As-Is” Value of $140,000 and an “After-Improved” Value of $225,000 

 Max Base Loan Amount is $188,350 ($140,000 + $50,000=$190,000 X 96.5%) 

 Purchase Examples:  Why Not Requiring an “As-Is” Value is a Benefit: 
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Existing Debt + Renovation 
Costs + Closing Costs & 

Prepaids 
OR (As-is Value + Renovation 

Costs) X 97.75% 
OR 

(110% of After-
Improved Value) X 

97.75%*  

Step 1: Identify the lesser of the below calculations: 

Lesser of  the above 
calculations = Base Loan Amount  

Step 2: The lesser of the above calculations equals the Base  
    Loan Amount:  

Base Loan Amount 
+ UFMIP 

= Total Loan Amount  

Step 3: Add UFMIP to Base Loan Amount to obtain  
   Total Loan Amount: 

* For Condos and Super Storm Sandy use 100% of After-Improved Value 

 Maximum Mortgage Amount:  Refinance Calculations: 
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LTV Calculation 
Step 1:   Identify the lesser of the below calculations  
- Existing Debt + Renovation Costs + Closing Costs and Prepaid 
- (As-is Value + Renovation Costs) X 97.75% 
- (110% of After-Improved Value) X 97.75%  
Step 2: The lesser of the above calculations equals the Base Loan Amount 
Step 3: Add UFMIP to Base Loan Amount to obtain Total Loan Amount 

In this example the Existing Debt + Renovation Costs + Closing 
Costs & Prepaids is the lesser calculation. 
 
Therefore, $171,100 is the base loan amount. 
 

Full Consultant 203(k) Refinance 

Existing Debt, Renovation, Closing Costs, and Prepaids Dollar Amount 

Existing Debt $120,000  

Total Cost of Repairs (labor and material) $40,000  

Contingency Reserve (15%) $6,000  

Allowable Fees/Costs $1,600  

Closing Costs/Prepaids $3,500  

Total Existing Debt, Renovation, Closing Costs, and Prepaids $171,100  

As-is Value + Renovations Costs 
$177,600  

As-Is Value from Appraisal (Typically noted within Addendum to report) 

110% of After-Improved Value  
After-Improved Value (Located in Reconciliation section of Appraisal) 

$176,000  

Maximum Base Loan Amount  $171,100  

UFMIP $2,994  

Total Loan Amount $174,094  

 Maximum Mortgage Amount:  Consultant Refinance 
Example: 
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   Full Consultant 203(k), Refinance: Section A  

1. Existing Debt-Principal and Interest (If subject owned for less than 12 months, use lesser of existing debt or 
original purchase price) 

2. As-Is Value (Typically noted within addendum to report) 
3. After-Improved Value from Appraisal (Reconciliation section) 
4. 110% of After-Improved Value  
5. Closing Costs and Prepaids  
6. N/A – HomeBridge does not offer EEM’s 

 Maximum Mortgage Worksheet Example: 
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    Full Consultant 203(k), Refinance: Section B, Lines 1-5 

1. Cost of Repairs (labor & material) 
2. Cost of Repairs X Contingency Reserve % (10-20% of rehab cost;15% if utilities are not 

on OR not in good working order; Established by HUD Consultant) 
3. Inspection Fee(s) (Number of inspections determined by HUD Consultant) + Title 

Update Fee (Refer to Final Title Update Fees by State Matrix) 
4. Up to 6 months PITI (If property is uninhabitable and approved by HUD Consultant) 
5. Sub-total B1 thru B4 

 Maximum Mortgage Worksheet Example: 
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    Full Consultant 203(k), Refinance: Section B, Lines 6-14 

 

6.  Architectural and Engineering Fees (if applicable) 
7. Consultant Fee (from Work Write-Up) 
8. Permit(s) (if applicable) 
9. Other Fees (describe in Remarks Section on Page 2) 
10. Sub-total B5 thru B9 
11. N/A – HomeBridge does not charge Supplemental Origination Fee 
12. Discount Points (Discount %  x Line B10 = Discount on Repair Costs and Fees) 
13. Lines B6-B9, B11 (N/A) + B12 
14. Total Rehabilitation Cost (must be at least $5,000, with no maximum) 

 Maximum Mortgage Worksheet Example: 
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    Full Consultant 203(k), Refinance: Section D 

 

1. Existing Debt + Renovation Costs + Closing Costs & Prepaids 
2. Lesser of: As-Is Value + Renovation Costs OR 110% of After-Improved Value  
3. Line D2 x 97.75%  
4. Base Mortgage Amount is lesser of Lines D1 and D3  
 

 Maximum Mortgage Worksheet Example: 
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 *Full Consultant Reminders:  

• Conversion of single family to multi-units and vice versa is acceptable 
• See matrix for restrictions on multi-units in IL, NJ & NY  

** Condo Restriction: 
• Max Mortgage cannot exceed 100% of the After -Improved value 

 
 

Property Type Full Consultant 
Primary Residence Yes 
SFR Yes 
2-4 Units   Yes* 
PUD Yes 
Condo** Yes 
New Construction No 
Mixed Use No 
Co-operatives No 
Manufactured Housing No 

 Property Eligibility: 
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 Applies to Full Consultant options: 

• New construction not eligible 

 Properties must be considered existing and completed for at least 1 year (CO required for 1 
year) 

• Demolished homes or homes that will be torn down during the rehab process are eligible provided 
a portion of the original foundation is in place 

• All health and safety issues must be addressed through the renovation loan 

 

 Property Eligibility (continued): 
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 Qualifying Ratios: 
• Per AUS findings 

 Reserves: 
• Per AUS findings 

 Self Help: 
• “Self Help”, or work completed by the Borrower, is not eligible under any 

circumstances 
 Also known as “DIY” 
 

 Property Eligibility:  REOs are eligible 
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 Seller Contributions: 
• Allowed up to 6% of the sales price 

 Super Storm Sandy:  

 • Specific requirements for property identified in declared disaster area impacted by 
Sandy: 

 See matrix for specifics 

 Eligible on Full Consultant only 

 Additional requirements vary and include but are not limited to: Flood Elevation 
Certificate, Structural Engineer Report, HUD Consultant Feasibility Study 

• Effective for case numbers 9/27/13- 3/27/15 

•  Restriction: max base loan amount cannot exceed 100% of After- Improved Value 
of property 

• See ML 2013-36 for additional details  

http://portal.hud.gov/huddoc/13-36ml.pdf
http://portal.hud.gov/huddoc/13-36ml.pdf
http://portal.hud.gov/huddoc/13-36ml.pdf
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 Taxes and Insurance Qualification: 

• Taxes for qualification purposes for purchases and refinances:  Calculate off of 
current property taxes, regardless of property state location 

• Insurance for qualification purposes for purchases and refinances:  Calculate off 
of After-Improved value 
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• If utility inspection reveals utilities are not in good working order, Contractor Bid(s) must 
specify required repairs 

 Full Consultant only: Work Write-Up utility repair must match Contractor Bid(s) 

 Utilities Not In Good Working Order: 

• Utilities must be inspected to ensure they are in good working order 

• If utilities are not on or are not in good working order, a 15% Contingency Reserve will be 
required for Full Consultant  
 This includes winterized properties 

 This includes REO’s with winterized utilities 

 Utility Requirements: 

 Utilities On At Time Of Inspection and In Good Working Condition: 
• Appraiser or other licensed professional* must confirm in writing the following: 

 Utilities visually inspected 
 Utilities appear to be in good working order 

*Acceptable licensed professionals:  Consultant, Inspector, Contractor, Plumber or Electrician 
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• Utilities not on at time of inspection and  Work-Write Up does not require repairs, 
the following alternative documentation to validate condition of utilities may be 
provided:  

 Winterized Property: winterization certification 

 Certification from acceptable licensed professional* confirming utilities in 
good working order 

 REO properties home inspection from listing report 

 

* Acceptable licensed professionals: Consultant, Inspector, Contractor, Plumber or 
Electrician 

 

 Utilities Not On At Time Of Inspection: 
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• REO’s typically have winterized utilities since the property is vacant 

 Proof of winterization required via: 

• Winterization certification OR 

• Home inspection from listing report 

 

• Winterized properties always require a 15% Contingency Reserve 

 Utility Guidance REO Property: 
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