FHA Offers 100% Financing to Disaster Victims – 203H
 
The following information is being provided to highlight the FHA 203h Program for victims of Presidentially declared disasters and to provide important process reminders.  

 

Highlights of the Program – Susan Cooper

· Waiver of the Flipping Rule

· The maximum loan amount is 100% of the sales price. No down payment is required.  

· Ratios are 31/45 for manually underwritten loans.  The 45 fixed payment ratio may be exceeded with appropriate FHA compensating factors. 

· The property purchased does not need to be in the same area that the disaster occurred.

· Individuals whose residence (owned or rented) was destroyed or damaged to an extent that reconstruction or repair is necessary are eligible for 100% financing for the purchase of a home.  Such documentation includes a valid driver’s license, voter registration card, utility bill, etc. to show their residence was in the disaster area.

· Documentation regarding destruction of the residence may include: an insurance report, an inspection report by an independent fee inspector or government agency, or conclusive photographic evidence showing destruction or damage.  

· Closing costs and prepaids may be paid by borrower, seller (subject to 6% limitation) or via premium pricing.   They cannot be added to the loan amount.

· The program is limited to one-unit detached homes or units in an approved condominium.  Two-four unit properties are not eligible.

· Fixed rate or ARM products are available.

·  The borrower’s loan application must be submitted within 1 year of the President’s declaration of the disaster.

· Unless noted, standard FHA guidelines apply including standard statutory limits.

· Caivrs hit – ignore it

· If working with servicer, ignore current debt.

 

Process – Systems Impacts – Tonia Gustafson

·  Loans are eligible for automated decisioning through TOTAL Scorecard.

· Input the loan using the standard Section of the Act (SOA) that applies for the transaction (i.e. 203b, 234c, etc.).  Do not enter 203(h) in the Section of the Act field.
·   Identify the loan as an FHA 100% Disaster loan on the front of the loan file, and in the Remarks section of the MCAW.
·   These loans need to be property identified as a disaster loan (with a program code of “02”) when submitting for insurance.

· Loans may be submitted for automated decisioning using SOA 203b, 234c, etc.

· Standard UFMIP and annual MIP (paid monthly) or monthly MIP apply (based on SOA 203b, 234c etc). 

 

Maximum Loan Calculation – Tonia Gustafson
Maximum base loan amount is the lesser of the sales price or the statutory Maximum limit.

 

Impacts On 203k Loans for Victims in Disaster Area – Tonia Gustafson
· The residence needs only to have been completed and ready for occupancy to be eligible for 203k, the requirement to be completed more than 1 year does not apply.

·  Normal 203k LTV’s apply on 203k loans in disaster areas.  

· The complete existing foundation system must be in place to do 203k on homes that were razed or demolished.

· Input the loan using 203k (not 203h) as the Section of the Act (SOA). Identify the loan as a FHA 100% Disaster loan on the MCAW or other area as indicated by the underwriting lender.

 

Additional Information
Guidelines on the program are available in the 4155.1 Rev 5 Section 2-18.

 

