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ÅWhat is a 203K?

ÅWhy do we offer the 203K?

ÅBenefits of the 203K

Å203K Guidelines and Timelines

ÅLimited 203K vs Standard 203K
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WHAT IS A 203K ?

A|X *, ǏǍǐ1 °³­z³Jª  ´ ,C&Ż´ °³ ªJ³É °³­z³Jª Z­³ º|X

rehabilitation and repair of residential properties

Purchase and rate/term only
Cash out to borrowers not 

allowed
MLB offers the Limited and the 

Standard 203K 
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WHY  USE THE 203 K?
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BENEFITS OF THE 203K

ÅAffordable and cost effective loan 

ÅFinancing for homes that require repairs 

ÅMeans for borrowers to finance desired repairs 

ÅExpand Homeownership opportunities 

ÅTool for community and neighborhood revitalization 

ÅAllows use of FHA financing for properties that would otherwise be uninsurable 

ÅProvides ability to market properties that need updating 

Å.«N³XJ´X´ J °³­°X³ºÉŻ´ ÆJӃÄX ƎJÆzŸ ӄӇ HA&Ə
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ELIGIBLE BORROWERS

ÅStandard FHA credit guidelines 

Å580 minimum FICO (600 in NY)

ÅAll loans must be submitted through DU. 

ÅManual Underwrites are permitted (must meet all Manual Underwriting 

requirements per 4000.1 HUD Handbook) 

ÅSeller concessions up to 6% 
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Loan Guidelines 
Å1-4 Units 
ÅMinimum 580 FICO (600 in NY)
ÅMinimum $5000 repair

Maximum Loans
ÅMaximum loan amount per FHA County Limits
ÅMaximum loan limits are determined by HUD geographic areas 
ÅMaximum loan to value is 96.5% for purchases and 97.75% for 

rate/term refinance

Loan To Value 
ÅThe loan-to-value is based on the lesser of:
Ḭ?JӃX´ °³ NX ­³ żJ´  ´Ž J°°³J ´XT ÆJӃÄX Ǳ º­ºJӃ ³X|JM N­´º
ḬPurchase: Use sales price or appraised value, whichever is lower
Ḭ>XZ «J«NX´ŷ >X²Ä ³X żJ´  ´Ž ÆJӃÄX
Ḭ110% of after improved value for 1-4 units, 100% for Condo

ELIGIBLE PROPERTIES & 

LOAN LIMIT GUIDELINES
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STICK-BUILT MODULAR HOMES

LOG HOMES
CONDO FHA 
APPROVED 

(WALLS IN)
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LIMITED 203K

ÅNon-structural repairs with total cost at or below $75K

ÅMinimum $5000 in repairs

ÅNo HUD Consultant required, but always recommended

ÅMax of 1 general contractor

Å2 draws max 

ÅFirst Disbursement is released after closing

8

The Limited 203K is intended to help facilitate, 

uncomplicated improvements or repairs to a home that does 

not require plans, consultants, engineers, architects, etc.
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ÅRoofs
ÅGutters/Downspouts
ÅHVAC
ÅPlumbing
ÅElectrical
ÅFlooring
ÅPainting (Interior, exterior, lead-based)
ÅWindows
ÅDoors
ÅSeptic/Well
ÅFencing
ÅModifications for disabled
ÅAppliances
ÅBasement (remodeling/finishing)
ÅExterior Decks, Patios, Porches

LIMITED 203K ELIGIBLE REPAIRS
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Major rehab:

ÅStructural repairs

ÅRoom additions

ÅRepairs requiring drawing architectural exhibits

ÅLandscaping, site amenity improvements

ÅAny repair that will displace the homeowner for more than 30 days

LIMITED 203K INELIGIBLE REPAIRS
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1.Borrower locates a property in need of repair or in 

need of a cosmetic makeover 

2.Borrower and seller sign a standard sales contract to 

purchase the property 

a. ?JӃX´ °³ NX T­X´ «­º  «NӃÄTX °Ä³N|J´X³Ż´ TX´ ³XT

repair cost 

b. Buyer and seller need to sign an addendum to 

contract acknowledging the 203K financing 

3.In addition to standard disclosures, the application 

should also include all 203K required documents 

4.Borrower researches contractors and obtains bids for 

the rehabilitation cost 

a. All bids must be specific to desired 

repair/improvement and break out the cost of 

materials and labor 

5. Appraisal ordered with all 203K information provided from 

Mortgage Management Consulting only 

6. Loan is submitted with appraisal, 203K documents/disclosures, 

and contractor information 

7. Underwriter determines acceptable repairs and maximum loan 

amount 

8. Repair work must begin within 30 days of closing and must be 

completed within 9 months of closing 

9. Upon work completion, the borrower notifies MLB, who will 

order a final inspection and title update 

10.Borrower must sign the letter of completion, and the final 50% 

of repair costs are disbursed

1. Borrower locates a property in need of repair or in need of a 

cosmetic makeover 

2. Borrower and seller sign a standard sales contract to purchase 

the property 

a. Sales price does not include the °Ä³N|J´X³Ż´desired repair 

cost 

b. The buyer and seller need to sign an addendum to the 

contract acknowledging the 203K financing 

3. In addition to standard disclosures, the application should also 

include all 203K required documents 

4. Borrower researches contractors and obtains bids for the 

rehabilitation cost. 

a. All bids must be specific to the desired repair/improvement 

and break down the cost of materials and labor 

b. Appraiser uses the final bids to complete the appraisal 

LIMITED 203K PROCESS

NMLS #1101220

Any unused/unspent funds must be used to pay 

down the original principal balance 

*** NO CASH BACK ***
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STANDARD 203K   
 DESIGNED FOR MORE COMPLICATED PROJECTS 

ÅStructural repairs and/or repair cost exceeding 75K

ÅMinimum $5,000 in repairs

ÅHUD Consultant required

ÅIf house is uninhabitable, may finance up to 12 months 

PITI during that period

ÅBid prepared by 1 general contractor

ÅMax draws 5 during the rehab phase, draw schedule 

determined by the contractor and HUD Consultant
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ÅRepairs Requiring Drawings, Specs, 
Architectural Exhibits
ÅEnergy Improvements
ÅStructural Repairs
ÅConversions of SFR to 2-4 Unit or Vice 

Versa
ÅRoom Additions
ÅAttached or Detached Garage
ÅLandscaping, Site Amenity 

Improvements
ÅHealth/Safety Issues

STANDARD 203K ELIGIBLE REPAIRS
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ÅLuxury items 
ḬGazebos 
ḬTennis courts 
ḬSpas

ÅOutdoor kitchens

STANDARD 203K 
INELIGIBLE REPAIRS


