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203k Quick Reference Guide 

 

Be sure to review the purchase contract for the following items 

• The sales contract should be contingent upon approval. 
• The seller should allow inspectors, contractors, or the FHA consultant access to the property to 
estimate the cost of the remodel/renovation. 
• All Bids must have the repairs itemized and must reflect the cost of labor and materials broken 
out on the bid. A total must also be reflected. Bids must be signed and accepted by all parties. 
• The Contractors Bid and the Consultants Specification of Repairs must match. 
• Within seven to ten days of the agreement, the buyer should obtain an inspection of the 
property by a professional home inspector and termite company to make sure there are no 
unforeseen problems. 
• If the borrower is purchasing a HUD-foreclosed property, it should be stated in the sales 
contract what portion of the closing costs HUD is going to pay, and the incentive programs HUD 
is offering at the time. Any incentives being offered should be specifically stated in the contact. 
The lead based paint inspection report (for homes built prior to 1978), done by the M&M 
contracting company, will also be needed at the time of submission. 
• An FHA 203K Appraisal with the “as is”, “subject to” values along with an addendum attached 
to the appraisal of the Consultants Scope of Work (standard 203K) or the Contractor’s bid 
(Limited 203K), is required. 
• Disbursement checks are made payable to both the Borrower(s) and the Contractor. 
 
 
 
Borrowers and FHA consultant meet at the property 

 

The FHA consultant conducts an inspection of the property and determines what repairs are 
needed to meet HUD’s minimum property requirements. The borrower(s) will indicate any work 
they wish to have done at the time of inspection. Please note: A FHA consultant isn’t required on 
the 203(k) limited product. 
 
Borrower to provide a written work write up to the consultant for any work they wish to be 
completed.  If it is a limited 203K the work write up is to be provided to the contractor.  A copy 
of write up to be provided to the lender.  
 
 

 

 

 

 

 

 



 

 

 

Finding a FHA Consultant 

 

• Go to HUD’s website at www.hud.gov 
• In the Search option box (top right corner), input “203(k) Consultants” 
• Select: HUD FHA Inspectors & 203(k) Consultants 
• Select: 203(k) Consultants 
• Select: The appropriate state and press send. It will list, all of the FHA 203(k) consultants, in 
that state. 
 
 
Obtain a Work Write-up/Specification of Repairs 

 

You should receive a copy of the Work Write-up/Specification of Repairs from the FHA 
Consultant, which includes the Consultant’s cost estimates for the completion of the project. You 
should also receive the consultant agreement, that’s signed & dated, by the borrower and 
consultant. The Work Write-up/Specification of Repairs isn’t required on the 203(k) limited 
program, just a detailed contractor’s estimate. 
 
 
Have the Homeowner/Contractor Agreement executed 

 

Once the borrower(s) receive the copy of the Specification of Repairs, they will select the 
contractor they wish to use and obtain their insurance and license (if required by municipal 
guidelines) and a resume with a list of references. 
 
Order HUD Case Number 

 

The assignment of a HUD Case Number should be obtained. If the loan is a 203(k) limited, the 
construction ID code, would be “203KS”. 
 
Order an appraisal 

 

• Send a copy of the work write-up/Specification of Repairs to appraiser. 
• For the 203(k) limited product, give the appraiser, the detailed contractor’s estimate. 
• On standard 203(k) a copy of the Consultants Report needs to be sent to the appraiser. 
Note: The contractor’s estimates and FHA Consultant’s Work Write-up must match dollar for 
dollar, prior to underwriting. 
 
 
 
 
 



 

 
 
Disclosing Costs from 203(k) MMWS to the LE 

 
If it is a purchase transaction the 203K total holdback amount will be disclosed in section K on page 3 and 
appear in adjustments and other credits on the cash to close table.  
 
On a refinance transaction the entire holdback amount must be disclosed under section H “other charges” 
as a lump sum. 

 
Submit to Underwriting 

 

• By the time the borrower selects their contractor and signs the necessary contract, the appraisal 
should be done. 
• Upon receipt of the “after-improved” appraisal, you should have all of the figures you need to 
complete the final Maximum Mortgage Worksheet. This document is as important as the 
92900LT Transmittal Summary to the underwriter in reviewing a 203(k) loan. You are now 
ready to send the file to underwriting. 
• The following documentation is required for a complete 203(k) package to be submitted to your 
DE Underwriter for approval: 

203(k) Maximum Mortgage Worksheet 

• Is used for mortgage calculation purposes to determine the maximum insurable 
mortgage amount and is made a part of the firm commitment. 
• The underwriter can make modifications until final sign-off. It is important that the 
borrower(s) understand the meaning of each line item. 
• Each line item will be an entry in the Total Rehabilitation Escrow Account. 
Transmittal Summary 92900LT & 1003 

• Information from the Maximum Mortgage Worksheet is transferred to the 
Transmittal Summary & 1003. 
Work Write-up/Specifications of Repairs or Cost Estimate 

• The Work Write-up/Specification of repairs, is to be completed by the FHA 
Consultant. This form isn’t required, for the 203(k) limited product, just the 
detailed cost estimate. Documents the detail of the remodeling/renovations with 
attached architectural exhibits, drawings, etc. as described in the handbook and 
subsequent Mortgagee Letters. All required permits must be in place prior to the 

first release. 

Draw Request Form (not required on 203(k) limited) 

• The Consultant completes column #1 with the dollar amounts corresponding to the 
construction line items. 
• The Consultant must sign and date the certification on page 1 only and include their ID 
number and the Suggested Contingency Reserve. 
• Individual photos are needed for each item on the Draw Form. 
 

 



 

 

 

203(k) Borrower's Acknowledgment 
• This document is to be reviewed, discussed and signed by the borrower(s) at 
time of counseling/application. 
• Be sure to give a copy to the borrower(s). 
• A box must be checked by the borrower(s) to state if the interest is to be returned 
to the borrower(s) or applied to the principal balance of their mortgage. 
• This form should be in the package submitted to underwriting and a copy must be 
included in the HUD Insuring Binder. 
Homeowner /Contractor Agreement 

• A Homeowner/Contractor Agreement is executed between the borrower(s) and 
contractor to ensure that the contractor is in place to complete the work for the 
underwritten amount. 
• In conjunction with the Homeowner/Contractor Agreement, the contractor should 
provide a detailed estimate of the renovations to be completed. 
Identity of Interest Certifications 
• The certifications state that neither the borrower(s) nor the consultant can have an 
identity of interest with any other parties involved in the transaction. 
 
 
 

Standard 203(k) Program 

 
203(k) Eligible Improvements 

 

There is a minimum requirement of $5,000 in eligible improvements on the subject property. All 
health, safety and energy items have to be addressed prior to completing any general home 
improvements. Eligible improvements include anything that will become a permanent part of the 
property. 
 
A Standard 203K has a maximum of 4 draws plus a final inspection.  
 

Eligible improvements 

 Structural repairs and alterations – includes additions to the structure 

 Improvement in the functionality or modernization – includes updating kitchens and 
bathrooms 

 Changes for aesthetic appeal and the elimination of obsolescence – new exterior siding 
and new doors, repair/replacement of plumbing, heat, air conditioning or electrical – 
installation of new plumbing fixtures are acceptable, including interior whirlpool 
bathtubs 



 

 Installation of well and/or septic system – must be installed or repaired prior to beginning 
any other repairs to the property. 

 Replacement of flooring, carpeting or tile 

 Energy conservation improvement – new double pane windows and doors, storm 
windows, insulation, solar domestic hot water systems 

 Major landscape work and site improvement – patios and terraces that improve the value 
of the property equal to the cost, or that are needed to preserve the property from erosion. 
Tree removal is also acceptable if the tree presents a hazard to the occupants. 

 Purchase and installation of appliances, including freestanding ranges, refrigerators, 
washers/dryers, dishwashers and microwave ovens 

 Accessibility improvements for accessibility for persons with disabilities 

 Painting and other cosmetic repairs 

 Repair or removal of a swimming pool  
 

Ineligible work items 

 Items that will not become a permanent part of the property are not eligible 

 Luxury items are not eligible – Examples are: new swimming pools, exterior hot tubs, 
saunas, spas, tennis courts, barbecue pits, satellite dishes, photo murals, gazebos, tree 
surgery (except when eliminating a safety hazard) additions or alterations for commercial 
use or to equip or refurbish space for commercial use. 
 

Rehabilitation requirements 

 

All rehab work must be performed by a qualified, experienced contactor chosen by the borrower 
and satisfying all requirements. 
• Borrowers may not use relatives as their contactors; review Identity of Interest disclosure for 
details on other restrictions. 
• Inspections are required for all draws. 
• “Self-help” is not allowed. 
• Homeowner/Contactor agreement required along with the estimate from the contractor. 
• All work must be completed within six (6) months. 
• A consultant is required and will do the Work Write-up/Specification of Repairs. 
• The borrower can have up to 3 contractors. If more than 3 contractors are required, a general 
contractor must be hired, to oversee the project. 
• General Contractors minimum liability coverage for each occurrence should be $500,000. 
 

 
Consultant fees 

 

The Consultant should inspect the property and provide the Work Write-up/Specification of 
Repairs. Lenders should be sure to check the HUD website to ensure that the Consultant is 
approved. For 203(k) loans, lenders are required to use a Consultant in ALL cases (except on the 



 

203(k) limited Program without major renovations/changes). Architectural and engineering fees 
are not restricted as long as they are customary and reasonable for the type of project being done.  
 
 
The allowable consultant fees should fit within the following parameters: 
 

 
 
 

Inspection fees   

 

203(k) - For each inspection the lender is required to have the Consultant complete a draw 
request signed by the borrower(s), contractor and the inspector stating that the work for that 
particular draw has been satisfactorily completed. The HUD Consultant does the inspections 
because he/she will already be familiar with the renovation work being done on the property. 
The following are guidelines as to how much the HUD Fee Inspector can charge to complete 
these inspections: 
• Maximum fees for inspections on completed work will be $100 plus a mileage fee at the 
current IRS mileage rate when consultants place of business is more than 15 miles from the 
subject property.  Consultant may charge $100 for change order requests.   
• If additional inspection fees are required to ensure compliance exceeds the amount that was 
initially escrowed, the borrower or contractor will be responsible for payment. 
 
 
 
 
 
 
 



 

 
 
 
 
 

203(k) Limited Program 

 
203(k) Limited Repair Program 

 

The 203(k) Limited Repair Program allows homebuyers to finance up to $35,000 into their 
mortgage to improve or upgrade their home. Expenses that may be included in the $35,000 are 
inspection fees, building and other permits, the supplemental origination fee, title update cost and 
the amount of any contingency reserve required by the mortgagee. The 203(k) Limited cannot 
exceed the dollar limit of $35,000 (1E of the Maximum Mortgage Worksheet). 
 
A Limited 203K has a maximum of 2 draws unless an item is delayed for weather related 
purposes (if acceptable reason for extension on the draw process, a letter must be provided by the 
HUD Consultant). 
 
Eligible work items 

 Repair/replacement of roofs, gutters and downspouts 

 Repair/replacement/upgrade of existing HVAC systems 

 Repair/replacement/upgrade of plumbing and electrical systems 

 Repair/replacement of existing flooring 

 Minor remodeling, such as kitchens, which does not involve structural repairs 

 Interior and exterior painting 

 Weatherization: including storm windows and doors, insulation, weather stripping, etc. 

 Purchase and installation of appliances, including freestanding ranges, refrigerators, 
  washers/dryers, dishwashers and microwave ovens 

 Accessibility improvements for persons with disabilities 

 Repair/replace/add exterior decks, patios, porches 

 Basement finishing and remodeling, which does not involve structural repairs 

 Basement waterproofing 

 Window and door replacements and exterior wall residing 

 Septic system and/or well repair or replacement 

 Lead-based paint stabilization or abatement of lead-based paint hazards 

 Connection to public utilities 

 Repair or removal of in ground pool  

 Install or repair fences, walkways and driveways 

 Install, replace or repair exterior decks, patios or porches 
 
 



 

 
 
 
 
 
 
 
Ineligible work items 

 Major rehabilitation or major remodeling such as the relocation of a load-bearing wall 

 New construction (including room additions) 

 Repair of structural damage 

 Repairs requiring detailed drawings of architectural exhibits 

 Landscaping or similar site amenity improvements (Example: tree trimming & 
   retaining walls) 

 Any repair or improvement requiring a work schedule longer than six (6) months 

 Rehabilitation activities that require more than two (2) payments per specialized 
contractor 

 Construction of a windstorm shelter 

 Luxury items are not eligible – Examples are: new swimming pools, exterior hot tubs, 
saunas, spas, tennis courts, barbecue pits, satellite dishes, photo murals, gazebos, tree 
surgery (except when eliminating a safety hazard) additions or alterations for commercial 
use or to equip or refurbish space for commercial use. 
 

 
Rehabilitation requirements – 203(k) Limited Repair Program 

 

All rehab work must be performed by a qualified, experienced contactor chosen by the borrower 
and satisfying all requirements. Borrowers may not use relatives as their contactors; review 
Identity of Interest disclosure for details on other restrictions 
• A final inspection is required when the renovations are 100% completed. The money will be 
released once the final inspection and title update are received 
• Copies of all permits are also required prior to the release of the money 
• “Self-help” not allowed. 
• Homeowner/Contactor Agreement required along with detailed estimates from the contractor 
• All work must be completed within six (6) months. (HUD will not grant extensions.) 
• The borrower can have up to 3 contractors under the Streamline K program. 
• 1st payment is for material costs not to exceed 50%of repair costs 
• 2nd payments upon completion of all work 
 
 
203(k) Limited 

 

The appraiser or a HUD Consultant can complete inspections. A Compliance Inspection form 



 

with pictures is acceptable for the Streamline. A HUD Consultant is not required on a 
Limited 203K. 
 
 

Title Update 

 

Prior to any draw from the escrow account, a title update is required to ensure that the mortgagee 
remains in first lien position. On the 203(k) limited program, a title update isn’t required, on the 
initial up front disbursement. The individual title companies determine the amount financed for 
title updates. Any unused moneys will be used to pay down on the mortgage amount once the 
renovation is complete. 
 
 
NO ALTERATIONS 

 

NO ALTERATIONS are to be made by the Contractor or Borrower to the original bid/Scope of 
Work that was initially approved by EA prior to purchase/close. Any changes that are being 
requested during the renovation or in question MUST be addressed to EA prior to continuing the 
rehabilitation process and will require an approval or denial by EA prior to the start of work on 
any additional requested change order items. 
 
 
Draw Requests 

 

To request the final draw on any 203k, follow these steps: 

 The appraiser does a final inspection, and provides a paid invoice, unless a consultant was 

used,which they will provide a report instead. 

 The applicant and contractor sign a statement that the work is completed. 

 Contractor signs the 203K Lien Waiver and Release Form. 

 The applicant signs the 203K Mortgagors Letter of Completion. 

 Provide a title continuation to ensure nothing has been added to title since the last title was 

complete. 

 Email to DrawRequest@ealoans.com with subject line having the property address 

To request draws on a STANDARD 203k, follow these steps (for Final Draw, see above): 

 Email to DrawRequest@ealoans.com with subject line having the property address 

Consultant to provide 

o Draw Request with photos for each item. 

o Request for Acceptance of changes in Approved Drawing and Specifications 

o Lien Waiver and release 

o Compliance Inspection report 



 

 
 
 

 





ref. Handbook 4240.4     form HUD-92700-A  (8/95)

U.S. Department of Housing
and Urban Development
Office of Housing
Federal Housing Commissioner

203 (k) Borrower's
Acknowledgement

This statement must be delivered to you prior to closing the loan.  Return one copy to your lender as proof you have read the entire document.  Keep

one copy for your records.  You, the borrower(s), must be certain that you understand this information.  Sign here only after you have read this entire

document.  Seek professional advice if you are uncertain.

Borrower’s Signature & Date: Co-Borrower’s Signature & Date:

X X

I, the lender, certify this information was delivered to the borrower(s) prior to the time of loan closing.

Lender’s Signature & Date:

X

Loan Requirements

• I understand at the time of the loan closing of an FHA-insured 203(k)

Rehabilitation Loan, for which I have applied to my lender, the proceeds

designated for the rehabilitation or improvement (including a contingency

reserve, mortgage payments and any other fees, where applicable) are to be

placed in an interest bearing escrow account.  The Rehabilitation Escrow

Account is not, nor will it be treated as an escrow for the paying of real estate

taxes, insurance premiums, delinquent notes, ground rents or assessments.

I hereby request the lender, after the Final Release Notice is issued, to:

Pay the net interest income directly to me/us.

Apply the net interest income directly to the mortgage principal balance
for an equal amount of principal reduction.

Other: _________________________________________________

• I understand that the Rehabilitation Escrow Account will cease paying

interest to me if  (1) the loan payments are delinquent for more than 30 days;

or  (2) the completion date (or an approved extension) has expired.  During

this period, the interest will be paid down on the mortgage principal.  I

understand if I clear up the delinquent or default status and/or the comple-

tion date has not expired or an extension has been approved, then the interest

on the escrow account will begin again to be paid according to the request

above.

• I understand no draws on the escrow account can be made until all permits

have been issued by the local or state building departments, where required.

I further understand I can only request monies for the actual cost of

rehabilitation.  If any cost savings result on any line item of the Draw

Request, form HUD-9746-A, the amount saved must be used to:  (1) Make

further improvements to the property;  (2) Pay for cost overruns in other line

items of the Draw Request; or  (3) Prepay the mortgage principal.

• I understand the contractor(s) is responsible to complete the work described

in the architectural exhibits in a workmanlike manner.  If I agree the work

has been properly completed, I will sign the Draw Request, form HUD-

9746-A, thereby accepting the responsibility that the completed work is

acceptable and payment is justified.  I understand there is a 10 percent

holdback on each Draw Request to assure the work is properly completed

and for lien protection.

• I understand I am responsible to negotiate any and all agreements with the

contractor(s) I select and that HUD suggests that the Agreement with the

contractor should include a provision for binding arbitration with the

American Arbitration Association on any dispute.

• I understand if I am using the Escrow Commitment Procedure,  I must sign

form HUD-314.  The funds deposited in an escrow, trust or special account

will not be released until an assumption of the loan occurs by a creditworthy

buyer or until the time allowed for such assumption has expired, thereby

requiring the funds to be paid down on the mortgage principal.

• I understand if I change a contractor for any reason, I may be obligated under

the terms of the original contractor’s agreement and I should seek legal

advice before taking such action.  If I disagree with the contractor regarding

the acceptable completion of the work, I can request an inspection by the

fee inspector to determine if the work has been properly completed.  If an

agreement cannot be made with the contractor, the lender may hold the

money until such time as an agreement is reached or an arbitrator’s decision

is rendered.

• I understand the lender or HUD does not provide a one-year warranty on the

completed work on the property.  I am responsible to obtain such

warranty(s) from the contractor(s) and the warranty should be stated in the

Homeowner-Contractor Agreement.

• I understand I am responsible to make the mortgage payments during the

term of the loan, including the rehabilitation period, to ensure the property

will not go into default.  The construction on the home must start within 30

days; if the construction ceases for more than 30 days, the lender may

consider the loan in default or the lender can use the escrow money to have

the work completed.  If the work stops or is not progressing as it should, or

if the work does not comply with the accepted architectural exhibits, the

lender may require additional compliance inspections to protect the secu-

rity of the loan and I will be responsible to pay for the inspections and the

cost of the inspection may be withheld at the next draw request.

• I understand no changes to the architectural exhibits can be made without

the acceptance of the lender (or HUD) on form HUD-92577.  The contin-

gency fund is set up for changes that affect the health, safety, or items of

necessity of the occupants of the property.  If the contingency reserve is

insufficient, I must place additional monies into the account for payment

upon acceptance of the change.  Additional improvements can be made after

it is determined no further health and safety items exist.  A change order will

be made to assure the monies are available to the contractor upon comple-

tion of the changed work.

• I understand if there are unused contingency funds, mortgage payments,

inspection fees or other monies in the Rehabilitation Escrow Account after

the Final Release is processed, the lender, in compliance with HUD

regulations, must apply those funds to prepay the mortgage principal,

provided those items are a part of the mortgage.

• I understand the lender may retain the 10 percent holdback, for a period not

to exceed 35 days (or the time period required by law to file a lien,

whichever is longer), to ensure compliance with state lien waiver laws or

other state requirements.  Upon completion of the work, I understand I will

be provided:  (1) The Final Draw Request;  (2) The Final Release Notice;

and  (3) An accounting of the final distribution of all funds.

Condition of Property:  I understand that the property I am purchasing is not

HUD approved and HUD does not warrant the condition or the value of the

property.  I understand the HUD plan review (where performed) and the

appraisal are performed to determine compliance with the required architectural

exhibits and to estimate the value of the property, but neither guarantees the house

is free of defects.  I understand I was responsible to have an independent consultant

and/or a professional home inspection service perform an inspection of the property

and the cost of the inspection was (or could be ) included in the mortgage.



 

This Agreement, including the provisions below is made this              day of                    20            between 

the Borrower                                                              and the Mortgagee ________

                                       to establish the conditions under which the Mortgagee 

will advance the proceeds of a loan to be used to purchase and rehabilitate or refinance and rehabilitate the 

property described below.  The property is located in the County of                    State of

               and is described as:  

 

[Legal Description] 
 
1. The loan will be in the principal sum of                                               Dollars ($                  ) to be 

advanced by the Mortgagee to the Borrower as provided in this Agreement and will be secured by a 
 

 
2. Payments required under the mortgage or deed of trust must be made by the Borrower on the date 

specified, even though the proposed rehabilitation or improvement may not be completed, or the 
property may not be suitable for occupancy, on the anticipated date. 

 
3. The Mortgagee intends to request the Assistant Secretary for Housing  Federal Housing Commissioner 

 to insure the mortgage under the provisions of Section 
203(k) of the National Housing Act; therefore, Borrower agrees to conform to, and to cause 
improvements to be constructed in conformance with, all requirements of the Commissioner. 

 
4. The Mortgagee will place the portion of the principal amount of the mortgage allocated to the total 

rehabilitation cost ($                  ), plus any reserves put up by the Borrower or others in cash, in a 
secured interest bearing account, trust or escrow for the benefit of the Borrower (hereafter called 
Rehabilitation Escrow Account Mortgagee shall release Rehabilitation Escrow Account funds by 

check, payable to the Borrower and/or the contractor, upon satisfactory completion of the rehabilitation 
in accordance with the Work Write-Up or Work Plan, as evidenced by a compliance inspection or other 
authorized method, and when the repairs and improvements meet all federal, state and local laws, codes 
and ordinances, including required permits and inspections. 

 
The Mortgagee or Commissioner may determine that additional compliance inspections are required 
throughout the rehabilitation period to ensure that the work is progressing in a satisfactory manner.  
Release of funds is not authorized on this type of inspection, and the Borrower is responsible for paying 
the inspection fee. The Mortgagee may require a property inspection if there have been no draw requests 
for more than 30 consecutive days. 

 
5. If a Mortgage Payment Reserve is included in the Rehabilitation Escrow Account, the Mortgagee must 

make monthly mortgage payments directly from the Rehabilitation Escrow Account, provided the 
dwelling, or individual units for which the Mortgage Payment Reserve is established, cannot be 
occupied and the Final Release Notice has not been issued.  Once the property, or individual unit, if 
applicable, is able to be occupied, application of the Mortgage Payment Reserves will cease.  Mortgage 
Payment Reserves remaining in the Rehabilitation Escrow Account after the property is able to be 
occupied must be used to reduce the mortgage principal. 

 



 

6. The interest accumulated in the Rehabilitation Escrow Account will be distributed as required by the 
ement, form HUD 92700-A. 

 
7. The principal amount of the loan specified in paragraph 1 may contain a Contingency Reserve.  The 

Contingency Reserve may be used to make other improvements to the property after it is determined 
that it is unlikely that any health or safety deficiency will be discovered.  The Borrower or Consultant, if 
there is one, must submit form HUD-92577 to the Mortgagee detailing the additional improvements 
being requested.  The Mortgagee will inform the Borrower in writing of the approval or rejection of the 
request within five business days. 

 
If the Contingency Reserve is financed, any unused Contingency Reserve funds must be applied to 
reduce the mortgage principal. Such prepayment will not extend or postpone the due date of any 
monthly installment due under the Note and will not change the amount of such installments. 

 
If the Contingency Reserve is 
refund of any unused Contingency Reserve funds or may request the unused funds be applied to reduce 
the principal balance. 

 
8. The Borrower will complete all improvements on the property in accordance with the Work Write-Up or 

Work Plan, including architectural exhibits, as accepted by the Mortgagee. 
 
9. Changes in the architectural exhibits must be requested by the Borrower, either by a letter describing the 

changes or by submission of form HUD-92577, prior to the start of any work associated with the 
requested changes.  The Mortgagee must issue an approval in writing before work can begin on the 
changes. Work must be 100% complete on each change order item before release of funds from the 
Rehabilitation Escrow Account. 

 
10. Borrower will cause all improvements to be made in a workmanlike manner and in accordance with all 

applicable statutes and regulations.  All licenses, permits and privileges required by local governmental 
authorities to rehabilitate the property will be obtained by the Borrower or contractor. 

 
11. Representatives of the Mortgagee and of the Commissioner will have the right to enter upon the 

property at all times during the period of construction to determine whether the work conforms with this 
Agreement and to determine the amount of funds in the Rehabilitation Escrow Account to be released 
by the Mortgagee.  

 
12. Borrower will furnish such records, contracts, bills and other documents relating to the property and the 

improvements as the Mortgagee or the Commissioner may require. 
 
13. For a Borrower performing his/her own work under a Rehabilitation Self-Help Agreement, the 

Rehabilitation Escrow Account will include funds for labor and materials costs for each work item to be 
completed by the Borrower.  The Borrower will be reimbursed for the actual cost of materials only.  The 
Borrower cannot be reimbursed for labor.  The funds resulting from the difference between the 
estimated and actual costs of materials, as well as the funds escrowed for labor costs, will remain in the 
Rehabilitation Escrow Account until all of the work is complete and may then be used for additional 
improvements to the property. No cash may be paid to the Borrower.  Any funds for self-help items 
remaining in the Rehabilitation Escrow Account after completion of the rehabilitation must be used to 
reduce the principal balance. 

 
14. Without prior, written consent of the Mortgagee, no materials, equipment, fixtures or any part of the 

improvements financed with this loan will be purchased or installed subject to conditional sales 



 

contracts, security agreements, lease agreements or other arrangements whereby title is retained or the 
right is reserved or accrues to anyone to remove or repossess any item, or to consider it as personal 
property. 

 
15. The Borrower will cause either this instrument or the construction contract under which improvements 

are to be made to be filed in the public records, if the effect of recording will be to relieve the mortgaged 
property from mechanics  The Mortgagee must obtain Lien Waivers, or 
equivalent, at the time of any disbursement of funds to ensure the validity of the first lien on the 
property.  If all work items to be performed by a contractor have not been completed at the time of draw 
request, the Mortgagee must obtain a partial conditional Lien Waiver for the work items that have been 
completed for each draw request.  Upon completion of the project, the Mortgagee will obtain a release 
of any and all liens arising out of the contract or submission or receipts or other evidence of payment 
covering all contractors, subcontractors or suppliers who could file a legal claim. 

 
16. Borrower must cause work to begin within 30 days following the date of this Agreement.  Work must be 

performed with reasonable diligence; therefore, work is never to cease for more than 30 consecutive 
days.  Should Borrower fail to comply with these terms, the Mortgagee may refuse to make any further 
disbursements under this Agreement, and any funds remaining in the Rehabilitation Escrow Account 
must be used to reduce the mortgage principal. 

 
17. In the event any Stop Notices, Notices to Withhold, Mechanic s Liens, or claims of lien are filed against 

the property, the Mortgagee, after f  Borrower of its intention to do so, may pay 
any and all of the liens or claims, or may contest the validity of any claim, paying all costs and expenses 
of contesting the same. 

 
18. Failure of the Borrower to perform under the terms of this Rehabilitation Loan Agreement will make the 

loan amount, at the option of the Mortgagee, due and payable. 
 
19. The Borrower understands that the mortgage payments (PITI) that were financed at closing are estimates 

and the Borrower will be responsible for paying the full amount of the mortgage payment, each and 
every month due, if a shortage occurs. 

 
20. The accepted Work Write-Up or Work Plan and architectural exhibits, if any, are incorporated in this 

Agreement. 
 
21. Borrower must have the work completed within  months following the date of this 

Agreement. 
 
22. Date work must be completed: 
 
 
 

Date  Signature of Borrower   

Date  Signature of Co-Borrower   

     

 Date  Signature of Mortgagee Representative  Title of Mortgagee 
Representative 

 



FHA 203(K) DISCLOSURE 

Property Address: ___________________________

      _____________________________

Consultant’s Identify-of-Interest Certification 
(To be signed by all consultants and plan reviewers after preparing/reviewing the 

work write-up and cost estimate) 

“I hereby certify that I have carefully inspected this property for compliance with 
the general acceptability requirements (including health and safety) in Handbook 
4905.1.  I have required as necessary and reviewed the architectural exhibits, 
including any applicable engineering and termite reports, and the estimated 
rehabilitation cost and they are acceptable for the rehabilitation of this property.  I 
have no personal interest, present or prospective, in the property, applicant, or 
proceeds of the mortgage. I also certify that I have no identify-of-interest or 

conflict-of-interest with the borrower, seller, lender, realtor, appraiser, plan 
reviewer, contractor or subcontractor.  To the best of my knowledge, I have 
reported all items requiring correction and that the rehabilitation proposal now 
meets all HUD requirements for 203(k) Rehabilitation Mortgage Insurance.” 

Warning:  HUD will prosecute false claims and statements.  Conviction may 

result in criminal and/or civil penalties.  (18 U.S.C 1001, 1010, 1012; 31 U.S.C. 

3729, 3802). 

__________________________________  __________________ 

Consultant/Plan Reviewer’s Signature Date



FHA 203K DISCLOSURE 

Borrower’s Identify-of-Interest Certification 

Borrower(s):  __________________________________________________

Property Address: _____________________________________________
_____________________________________________

“I/We hereby certify to the Department of Housing and Urban Development 
(HUD) and The Money Source Inc. (lender), that I/we do not have an identify-of-
interest with the seller of the property. I/We also certify that I/we do not have a 

conflict of interest with any other party to the transaction, including the realtor, 
lender, contractor, consultant and/or the appraiser.  In addition, I/we certify that 
I/we am not obtaining any source of funds or acting as a “strawbuyer” for another 

individual, partnership, company or investment club and I/we  ___  will/will not

___ occupy (select the appropriate response) the residence I/we are purchasing or 
refinancing”.

Warning:  HUD will prosecute false claims and statements.  Conviction may 

result in criminal and/or civil penalties.  (18 U.S.C 1001,  1010,  1012;  31 

U.S.C. 3729, 3802). 

___________________________________  ____________________  

Borrower’s Signature Date

___________________________________  ____________________ 

Co-borrower’s Signature Date

___________________________________  ____________________ 

Co-borrower’s Signature Date



 

LIMITED 203(k) REFINANCE TRANSACTION 

MAXIMUM BASE MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16 LTD 203(k) REFINANCE (OWNED GREATER THAN OR EQUAL TO 12 MONTHS) 

Page 1 of 2 

Borrower Name:  Loan ID:  

Borrower Address: Street Address  

 Address Line 2  

 City, State  

 Zip Code  

 County  

Step 1: Establishing Financeable Repair and Improvement Costs, Fees, and Reserves 

A. Financeable Repair and Improvement Costs & Fees Total (Sum of A1 through A4) $__________ 

 1) Costs of construction, repairs, and rehabilitation $__________  

 2) Inspection Fees (work performed during rehabilitation) $__________  

 3) Title Update Fees $__________  

 4) Permit Fees $__________  

B. Financeable Contingency Reserves $__________ 

C. Financeable Mortgage Fees Total (sum of C1 & C2) $__________ 

 1) Origination Fee (greater of $350 or 1.5% of sum of 1A+1B) $__________  

 2) Discount Points on 1A $__________  

D. Total Rehabilitation Costs, Fees, and Reserves (Sum of 1A , 1B, & 1C) Not to 

exceed $35,000 

$__________ 

Step 2: Establishing Value 

A. Existing debt on property being refinanced   $__________ 

B. Total Rehabilitation Costs, Fees, and Reserves (Step 1E)  $__________ 

C. Fees Associated with the new loan $__________ 

D. Sum of 2A, 2B, & 2C                                                                                         $___________  

E. As-Is Property Value 

(As-Is appraisal required for properties acquired <12 months before case # 

assignment date (except gift/inheritance), OR if Step 2D >Step 2G 

$__________ 

F. Adjusted As-Is Value (If As-Is appraisal is obtained, then the As-Is property value 

(Step 2E) = Adjusted As-Is Value, OR if As-Is appraisal is not obtained, then Step 2A + 

2C = Adjusted As-Is Value) 

$__________ 

G After-Improved Value (Appraisal subject to repairs and improvement) $__________ 

Step 3: Calculating Maximum Mortgage Amount 

A. Step 2D Total  $__________ 

B. Sum of Step 2F & Step 2B (Adjusted As-Is Value + Total Rehab Costs) $__________ 

C. Step 2G (After-Improved Value ) x 110% (100% if Condo) $__________ 

D. Lesser of Step (3B or 3C) x LTV Factor from Step 3G  __________% $__________ 

E. Nationwide Mortgage Limit  $__________ 

F. Lesser of (3A, 3D, or 3E) = Initial Base Mortgage Amount $__________ 

G. Determining Loan-to-Value Factor for Maximum Mortgage Eligibility    __________%  

 Basics Criteria Maximum LTV Factor  

MDCS At or above 580       97.75%  

MDCS Between 500 and 579       90%  

Secondary Residences With HOC Approval       85%  

No Credit Score Manual underwriting required       97.75%  

Note: MDCS = Minimum Decision Credit Score 

  



 

LIMITED 203(k) REFINANCE TRANSACTION 

MAXIMUM BASE MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16 LTD 203(k) REFINANCE (OWNED GREATER THAN OR EQUAL TO 12 MONTHS) 

Page 2 of 2 

Step 4: Additions to Initial Base Mortgage Amount for EEM and /or Solar/Wind Energy 

Note: If no EEM or Solar/Wind addition, then Final Base Mortgage Amount (4G) = Step 3F 

A. Energy Efficient Mortgage (EEM) Improvement Amount $__________ 

B. Intermediate Base Mortgage Amount = Step 3F + Step 4A $__________ 

C. Solar/Wind Energy System Actual Cost $__________ 

D. Step 2G x 20% (After-Improved Value x 20%) $__________ 

E. Lesser of Step (4C or Step 4D) = Maximum Financeable Solar/Wind Energy Amount $__________ 

F. Step 3E x 120% (Nationwide Mortgage Limit x 120%) $__________ 

G. Final Base Mortgage Amount = Lesser of (Sum of Step 4B + Step 4E) or Step 4F $__________ 

Step 5: Calculating the LTV for Application of Annual MIP 

A. MIP LTV = 4G divided by 2G (Final Base Mortgage Amount divided by After-

Improved Value) 

__________% 

Step 6: Establishing the Rehabilitation Escrow Account 

A. Repair and Improvement Costs, Fees, & Reserves (Step 1D) $__________ 

B. Initial Draw at Closing Total (Sum of B1 through B4) $__________ 

 1) Permit Fees $__________  

 2) Origination Fees (Step 1: C1) $__________  

 3) Discount Points (Step 1: C2) $__________  

 4) Up to 50% of materials costs for items ordered by not yet paid for 

(under contract for delivery) 
$__________  

C. Rehabilitation Escrow Amount Balance for future draws = 6A minus 6B $__________ 

 

 

Underwriter Signature  CHUMS #  

 

Underwriter Printed Name  Date  

 



 

LIMITED 203(k) PURCHASE TRANSACTION 

MAXIMUM MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  Limited 203(k) PURCHASE 

 

Page 1 of 2 

Borrower Name:  Loan ID:  

Borrower Address: Street Address  

 Address Line 2  

 City, State  

 Zip Code  

 County  

Step 1: Establishing Financeable Repair and Improvement Costs, Fees, and Reserves  

A. Repair and Improvement Costs & Fees Total (sum of A1 through A7) $__________ 

 1) Costs of construction, repairs, and rehabilitation $__________  

 2) Inspection Fees (work performed during rehabilitation) $__________  

 3) Title Update Fees $__________  

 4) Permit Fees $__________  

B. Financeable Contingency Reserves $__________ 

C. Financeable Mortgage Payment Reserves $__________ 

D. Financeable Mortgage Fees Total (sum of D1 & D2)  $__________ 

 1. Origination Fee (Greater of $350 or 1.5% of sum of 1A, 1B, & 

1C) 

 

$__________ 

 

 2. Discount Points on 1A $__________  

E Total Rehabilitation Costs, Fees, and Reserves (Sum of 1A , 1B, 

1C, & 1D) Not to exceed $35,000 

 $__________ 

Step 2: Establishing Value  

A. Purchase Price $__________  

B. Inducement to Purchase $__________  

C. Purchase Price less Inducement to Purchase $__________ 

D. As-Is Property Value (As-Is appraisal may be required to comply with property 

flipping guidelines) 

$__________ 

E. Adjusted As-Is value (If As-Is appraisal is obtained, then As-Is property value (Step 

2D) = Adjust As-Is Value, OR if As-Is appraisal is not obtained, then Step 2C = 

Adjusted As-Is Value) 

$__________ 

F. After-Improved Value (Appraisal subject to repairs and improvements) $__________ 

Step 3: Calculating Maximum Mortgage  

A. Step 2E + 1E (Adjusted As-Is Value + Step 1 Total) $__________ 

B. Step 2F (After-Improved Value) X 110% (100% if Condo) $__________ 

C. Lesser of 3A or 3B ($________) x Maximum LTV Factor from 3F                  ________% $__________ 

D. Nationwide Mortgage Limit $__________ 

E. Initial Base Mortgage Amount = Lesser of 3C or 3D $__________ 

F. Determining Loan-To-Value Factor for Maximum Mortgage Eligibility        ________%  

 Basics Criteria Maximum LTV Factor  

MDCS At or above 580       96.5%  

MDCS Between 500 and 579       90%  

Secondary Residence With HOC Approval       85%  

No Credit Score Manual Underwriting Required       96.5%  

Note: MDCS = Minimum Decision Credit Score 

  



 

LIMITED 203(k) PURCHASE TRANSACTION 

MAXIMUM MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  Limited 203(k) PURCHASE 

 

Page 2 of 2 

Step 4: Additions to Initial Base Mortgage Amount for EEM and /or Solar/Wind Energy 
Note: If no EEM or Solar/Wind additions, then initial Base Mortgage Amount (3F) = Final Base Mortgage Amount (4G) 

A. Energy Efficient Mortgage (EEM) Improvement Amount $__________ 

B. Step 3E + Step 4A 

(Initial Base Mortgage Amount + EEM Improvement Amount) 

$__________ 

C. Solar/Wind Energy System Actual Cost $__________ 

D. Step 2F x 20% (After-Improved Value x 20%) $__________ 

E.  Lesser of (Step 4C or Step 4D) = Maximum Financeable Solar/Wind Energy Amount $__________ 

F. Step 3E x 120% (Nationwide Mortgage Limit x 120%) $__________ 

G. Final Base Mortgage Amount = Lesser of (Sum of Step 4B + Step 4E) or Step 4F $__________ 

Step 5: Calculating the LTV for Application of Annual MIP  

A. MIP LTV = 4G divided by 2F (Final Base Mortgage Amount divided by After Improved 

Value) 

__________% 

Step 6: Establishing the Rehabilitation Escrow Account  

A. Repair and Improvement Costs, Fees, & Reserves (Step 1E Total) $__________ 

B. Initial Draw at Closing Total (Sum of B1 through B7) $__________ 

 1)  Permit Fees $__________  

 2)  Origination Fees (Step 1: D1) $__________  

 3)  Discount Points (Step 1: D2) $__________  

 4)  Material costs for items ordered & prepaid by the Borrower or contractor under 

contract for delivery. 
$__________  

 5)  Up to 50% of materials costs for items ordered but not yet paid for  $__________  

D. Rehabilitation Escrow Amount Balance for Future Draws = 6A minus 6B $__________ 

 

 

Underwriter Signature  CHUMS #  

 

Underwriter Printed Name  Date  

 

 

 

 

 

 

 

 

   



 

STANDARD 203(K) REFINANCE TRANSACTION 

MAXIMUM MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  STD 203(K) REFINANCE 

Page 1 of 2 

Borrower Name:  Loan ID:  

Borrower Address: Street Address  

 Address Line 2  

 City, State  

 Zip Code  

 County  

Step 1: Establishing Financeable Repair and Improvement Costs, Fees, and Reserves 

A. Repair and Improvement Costs & Fees Total (Sum of A1 through A7) $__________ 

 1) Costs of construction, repairs, and rehabilitation $__________  

 2) Architectural or Engineering Professional Fees $__________  

 3) 203(k) Consultant Fees $__________  

 4) Inspection Fees (work performed during rehabilitation) $__________  

 5) Title Update Fees $__________  

 6) Permit Fees $__________  

 7) Feasibility Study, when necessary $__________  

B. Financeable Contingency Reserves $__________ 

C. Financeable Mortgage Payments Reserves $__________ 

D. Financeable Mortgage Fees Total (Sum of D1 and D2) $__________ 

 1) Origination Fee (Greater of $350 or 1.5% of (Sum of 1A, 1B, 

and 1C) 

$__________  

 2) Discount Points on 1A $__________  

E. Total Rehabilitation Costs, Fees, and Reserves (Sum of 1A , 1B, 1C, & 1D)  $__________ 

Step 2: Establishing Value 

A. Existing debt on property being refinanced   $__________ 

B.  Total Rehabilitation Costs, Fees, and Reserves (Step 1E)  $__________ 

C Fees Associated with the new loan  $__________ 

D. Sum of 2A, 2B, & 2C $__________  

E. As-Is Property Value (As-Is appraisal required for properties acquired <12 months 

before case # assignment date (except gift/inheritance), OR if Step 2D >Step 2G) 

$__________ 

F. Adjusted As-Is Value (If As-Is appraisal is obtained, then the As-Is property value 

(Step 2E) = Adjusted As-Is Value, OR if As-Is appraisal is not obtained, then Step 2A + 

2C = Adjusted As-Is Value) 

$__________ 

G. After-Improved Value (Appraisal subject to repairs and improvement) $__________ 

Step 3: Calculating Maximum Mortgage Amount 

A. Step 2D total (Sum of 2A, 2B, & 2C)  $__________ 

B. Sum of Step 2F + Step 2B (Adjusted As-Is Value + Total Rehab Costs)  $__________ 

C. Step 2G (After-Improved Value) x 110% (100% if Condo) $__________ 

D. Lesser of (Step 3B or 3C) x Maximum LTV Factor from Step 3G   _________% $__________ 

E. Nationwide Mortgage Limit  $__________ 

F. Lesser of (3A, 3D, or 3E) = Initial Base Mortgage Amount $__________ 

G. Determine Loan-to-Value Factor for Maximum Mortgage Eligibility       _________%  

 Basics Criteria Maximum LTV Factor  

MDCS At or above 580       97.75%  

MDCS Between 500 and 579        90%  

Secondary Residence With HOC Approval       85%  

No Credit Score Manual underwriting required        97.75%  

Note: MDCS = Minimum Decision Credit Score 



 

STANDARD 203(K) REFINANCE TRANSACTION 

MAXIMUM MORTGAGE CALCULATION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  STD 203(K) REFINANCE 

Page 2 of 2 

Step 4: Additions to Initial Base Mortgage Amount for EEM and/or Solar/Wind Energy 
Note: If no EEM or Solar/Wind additions, then Initial Base Mortgage Amount (3F) = Final Base Mortgage Amount (4G) 

A. Energy Efficient Mortgage (EEM) Improvement Amount $__________ 

B. Step 3F + Step 4A (Initial Base Mortgage Amount + EEM Improvement Amount) $__________ 

C. Solar/Wind Energy System Actual Cost $__________ 

D. Step 2G x 20% (After-Improved Value x 20%) $__________ 

E. Lesser of (Step 4C or Step 4D) = Maximum Financeable Solar/Wind Energy Amount $__________ 

F. Step 3E x 120% (Nationwide Mortgage Limit x 120%) $__________ 

G. Final Base Mortgage Amount = Lesser of (Sum of Step 4B + Step 4E) or Step 4F $__________ 

Step 5: Calculating the LTV for Application of Annual MIP  

A. Repair and Improvement Costs, Fees, & Reserves (Step 1 Total) $__________ 

B. Initial Draw at Closing Total (Sum of B1 through B7) $__________ 

 1) 203(k) Consultant Fees $__________  

 2) Architectural or Engineering Fees $__________  

 3) Permit Fees $__________  

 4) Origination Fee (Step 1: D1) $__________  

 5) Discount Points (Step 1: D2) $__________  

 6) Material costs for items ordered & prepaid by Borrower/or contractor under 

contract for delivery 
$__________  

 7) Up to 50% of materials costs for items ordered but not yet paid for  $__________  

C. Rehabilitation Escrow Amount Balance for future Draws = 6A minus 6B $__________ 

 

 

Underwriter Signature  CHUMS #  

 

Underwriter Printed Name  Date  

 



 

MAXIMUM BASE MORTGAGE CALCULATION 

STANDARD 203(k) PROGRAM 

PURCHASE TRANSACTION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  STD 203(k) PURCHASE 

Page 1 of 2 

Borrower Name:  Loan ID:  

Borrower Address: Street Address  

 Address Line 2  

 City, State  

 Zip Code  

 County  

Step 1: Establishing Financeable Repair and Improvement Costs, Fees, and Reserves 

A. Repair and Improvement Costs & Fees Total (Sum of A1 through A7) $__________ 

 1) Costs of construction, repairs, and rehabilitation $__________  

 2) Architectural or Engineering Professional Fees $__________  

 3) 203(k) Consultant Fees $__________  

 4) Inspection Fees (for work performed during rehabilitation) $__________  

 5) Title Update Fees $__________  

 6) Permit Fees $__________  

 7) Feasibility Study, when necessary $__________  

B. Financeable Contingency Reserves $__________ 

C. Financeable Mortgage Payments Reserves $__________ 

D. Financeable Mortgage Fees Total (Sum of D1 and D2) $__________ 

 1) Origination Fee (Greater of $350 or 1.5% of Sum of 1A, 1B, 

and 1C) 

$__________  

 2) Discount Points on 1A $__________  

E. Total Rehabilitation Costs, Fees, and Reserves (Sum of 1A , 1B, 1C, & 1D)  $__________ 

Step 2: Establishing Value 

A. Purchase Price $__________  

B. Inducement to Purchase $__________  

C. Purchase Price Less Inducement to Purchase $__________ 

D. As-Is Property Value (As-Is appraisal may be required to comply with property 

flipping guidelines) 

$__________ 

E. Adjusted As-Is Value If As-(If appraisal is obtained, then the As-Is property value 

(Step 2D) = Adjusted As-Is Value, OR if As-Is appraisal is not obtained, then Step 2C = 

Adjusted As-Is Value) 

$__________ 

F. After-Improved Value (Appraisal subject to repairs and improvements) $__________ 

Step 3: Calculating Maximum Mortgage 

A. Step 2E + Step 1E (Adjusted As-Is Value + Step 1 Total) $__________ 

B. Step 2F (After-Improved Value) X 110% (100% if Condo) $__________ 

C. Lesser of 3A or 3B ($________) x Maximum LTV Factor from 3F                _________% $__________ 

D. Nationwide Mortgage Limit $__________ 

E. Initial Base Mortgage Amount = Lesser of 3C or 3D $__________ 

F. Determining Loan-to-Value Factor for Maximum Mortgage Eligibility      _________%  

 Basics Criteria Maximum LTV Factor  

MDCS At or above 580       96.5%  

MDCS Between 500 and 579       90%  

Secondary Residence With HOC Approval       85%  

No Credit Score Manual underwriting required       96.5%  

Note: MDCS = Minimum Decision Credit Score 

  



 

MAXIMUM BASE MORTGAGE CALCULATION 

STANDARD 203(k) PROGRAM 

PURCHASE TRANSACTION 

 

Mortgagees must consult HUD Handbook 4000.1 for detailed guidance on 203(k) loan transactions. 
Last Updated 3/23/16  STD 203(k) PURCHASE 

Page 2 of 2 

Step 4: Additions to Initial Base Mortgage Amount for EEM and/or Solar/Wind Energy 
Note: If no EEM or Solar/Wind additions, then Initial Base Mortgage Amount (3F) = Final Base Mortgage Amount (4G) 

A. Energy Efficiency Mortgage (EEM) Improvement Amount $__________ 

B. Step 3E + Step 4A 

(Initial Base Mortgage Amount + EEM Improvement Amount) 

$__________ 

C. Solar/Wind Energy System Actual Cost $__________ 

D. Step 2F x 20% (After-Improved Value x 20%) $__________ 

E. Lesser of (Step 4C or Step 4D) = Maximum Financeable Solar/Wind Energy Amount $__________ 

F. Step 3E x 120% (Nationwide Mortgage Limit x 120%) $__________ 

G. Final Base Mortgage Amount = Lesser of (Sum of Step 4B + Step 4F) $__________ 

Step 5: Calculating the LTV for Application of Annual MIP  

A. MIP LTV = 4G divided by 2F (Base Mortgage Amount divided by After-Improved Value)   _________% 

Step 6: Establishing the Rehabilitation Escrow Account 

A. Repair and Improvement Costs, Fees, & Reserves (Step 1E) $__________ 

B. Initial Draw at Closing Total (Sum of B1 through B7) $__________ 

 1) 203(k) Consultant Fees $__________  

 2) Architectural or Engineering Fees $__________  

 3) Permit Fees $__________  

 4) Origination Fee (Step 1: D1) $__________  

 5) Discount Points (Step 1: D2) $__________  

 6) Material costs for items ordered & prepaid by Borrower/or contractor 

(under contract for delivery) 
$__________  

 7) Up to 50% of materials costs for items ordered but not yet paid for (under 

contract for delivery) 
$__________  

C. Rehabilitation Escrow Amount Balance for future draws = 6A minus 6B $__________ 

 

 

Underwriter Signature  CHUMS #  

 

Underwriter Printed Name  Date  

 

 

 

 

 

 

 



OMB Approval No. 2502-0527 (exp. 07/31/2017)U.S. Department of HousingDraw Request
and Urban Development

Section 203(k) Office of Housing

Public reporting burden for this collection of information is estimated to average 1 hour per response, including the time for reviewing instructions, searching existing
data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. This agency may not collect this information,
and you are not required to complete this form, unless it displays a currently valid OMB control number.

This information collection involves an expanded information requirement for lenders that originate and service Section 203(k) mortgages.  The purpose of the
information is to help mitigate program abuses.  The expanded information focuses on the loan origination process and requires increased documentation and
strengthened internal control procedures.  Periodic reporting of the information is not required.  The information also includes information  that was voluntarily
accepted by the 203(k) lending community.  The information  provides a more comprehensive basis for evaluating lender underwriting practices and thereby

improves risk management of the 203(k) loan portfolio.  Responses are required to obtain benefits under Section 203(k) of the National Housing Act (12 U.S.C.

1703). No assurance of confidentiality is provided.

Borrower's Name & Property Address Lender's Name & Address FHA Case Number

This Draw Number Date

I certify that I have carefully inspected this property for compliance with the general acceptability requirements (including health and safety) in Handbook 4905.1.  I have

reviewed the attached architectural exhibits and the estimated rehabilitation costs listed in column 1, below; they are acceptable for the rehabilitation of this property.

I have no personal interest, present or prospective, in the property, applicant, or proceeds of the mortgage. To the best of my knowledge, I have reported all items requiring

correction and that the rehabilitation proposal now meets all HUD requirements for 203(k) Rehabilitation Mortgage Insurance.

HUD-Accepted Consultant / Plan Reviewer's Signature & Date                                                    Suggested Contingency Reserve Amount

X %

Construction Item

1. 1.

2. 2.

3. 3.

4. 4.

5. 5.

6. 6.

7. 7.

8. 8.

9. 9.

10. 10.

11. 11.

12. 12.

13. 13.

14. 14.

15. 15.

16. 16.

17. 17.

18. 18.

19. 19.

20. 20.

21. 21.

22. 22.

23. 23.

24. 24.

25. 25.

26. 26.

27. 27.

28. 28.

29. 29.

30. 30.

31. 31.

32. 32.

33. 33.

34. 34.

35. 35.

36. 36.

ref. Handbook 4240.4    form HUD-9746-A (8/95)page 1 of 3

Request for This DrawTotal Escrow
Col. 1

Total Cost of Rehabilitation
Previous Draw Totals

Inspector/Lender
Adjusted Amounts

Col. 4 %Col. 2 % Col. 3 %

Masonry

Siding

Gutters/Downspouts

Roof

Shutters

Exteriors

Walks

Driveways

Painting (Ext.)

Caulking

Fencing

Grading

Windows

Weatherstrip

Doors (Ext.)

Doors (Int.)

Partition Wall

Plaster/Drywall

Decorating

Wood Trim

Stairs

Closets

Wood Floors

Finished Floors

Ceramic Tile

Bath Accesories

Plumbing

Electrical

Heating

Insulation

Cabinetry

Appliances

Basements

Cleanup

Miscellaneous

Totals



Consultant / Inspector

I hereby certify that all the information stated herein, as well as any information provided in the accompaniment herewith, is true and accurate.

Warning: HUD will prosecute false claims and statements.  Conviction may result in criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012;   31 U.S.C. 3729, 3802)

This draw request is submitted for payment.  All completed work has been done in a workmanlike manner.  I hereby certify to the actual costs of rehabilitation as
shown above in column 3.  I understand that I cannot obtain additional monies from the rehabilitation escrow account without the approval of the lender.  I also
understand that a 10% holdback will not be released until all work is complete and it is determined that no mechanic's and materialmen's liens have been placed
on the property.  After the final inspection, the monies in the escrow account will be distributed as required by the 203(k) program procedures.

Borrower's Signature   Owner-Occupant   Investor/Builder    X Date

This draw request is submitted for payment.  All completed work has been done in a workmanlike manner.  I understand that a 10% holdback will not be released until

all work is completed and it is determined that no mechanic's and materialmen's liens have been placed on the property.

General Contractor's Signature  (if any) X Date

I certify that I have carefully inspected this property on this date.The draw amounts are acceptable except as modified in column 4.  I further certify that I have not accepted

any work that is not yet completed in a workmanlike manner and I recommend that the rehabilitation escrow funds be released for the completed work.

Inspector's Signature     X I.D. Number Date

The Lender is hereby authorized to release the following funds from the escrow

accountApproved for Release This Draw Totals to Date

Payable to the Borrower Payable to the Fee Inspector
Total from Above

$ $

Payable to $
Less 10% Holdback

Signature & Date

Net Amount Due Borrower Lender-Authorized Agent

DE Underwriter X

Lender Holding Rehabilitation Escrow Account   (name, address, & phone number)

Originating Lender still Retains Funds

Rehab Funds Transferred to:

FHA Case NumberRehabilitation Inspection Report

I. Inspection of On-Site Repairs and/or Improvements Reveals

1. Unable to make inspection. (explain below) 3. No noncompliance observed.

2. Correction essential as explained below: 4. Acceptable variations as described below.

a. Will examine at next inspection. 5. On-site improvements acceptably completed.

b. Do not conceal until reinspected.

II. Explanation of statements checked above Inspection Number

Draw Contingency Final Change Other (explain)
Inspection Reserve Inspection Inspection Order

No.

Certification: I certify that I have carefully inspected this property on this date. I have no personal interest, present or prospective, in the property, applicant,

or proceeds of the mortgage. To the best of my knowledge I have reported all noncompliance, work requiring correction, and unacceptable work. I also certify

that this Draw Request is for completed work and I have not accepted any work that is not properly installed in a workmanlike manner.

Signature & Date Inspection Fee ID Number

Fee Inspector

DE Staff InspectorX

ref. Handbook 4240.4    form HUD-9746-A (8/95)page 2 of 3

$ $

$ $

$ $

No.



Instructions: Prior To Appraisal

After the final draw inspection, cost savings can be adjusted to1. The Consultant or Plan Reviewer meets with the borrower (and
pay for cost overruns in other construction items or additionalcontractor, if there is one) at the site to determine if cost estimates
improvements to the property that are approved by the Directare acceptable.  The cost of labor and materials (including over-
Endorsement (DE) Lender. An additional administration cost canhead and profit, where necessary) must be shown.  Borrowers
be allowed under certain circumstances.  Any remaining costdoing their own work must include labor and material, in case they
savings must be applied to the mortgage principal and will createare unable to complete the work due to some unforseen circum-
greater equity in the property.stance, and they must later subcontract out the work.  Upon

completion of the review, and if the cost estimates are acceptable, Example 1:  If column 1 for Drywall is estimated for completion
the Consultant or Plan Reviewer must sign the certification and at $1,500, and the work is 50% complete, but a signed contract is
return all exhibits to the lender. for $1,200, then the Request for This Draw in column 3 cannot

exceed $600.2. Lender sends exhibits and a copy of the Draw Request form to
the appraiser.  The appraisal cannot be performed unless the Example 2:  If column 1 for Drywall is estimated for completion
Consultant or Plan Reviewer has signed the certification on the at $1,500, and the work is 50% complete, but a signed contract is
Draw Request form.  Appraisers are instructed not to add addi- for $1,800, then the Request for This Draw in column 3 cannot
tional work items to the list of construction items without the exceed $750.  At the end of rehabilitation, cost overruns can be
Consultant or Plan Reviewer assuring that the cost estimate for adjusted for, provided there were savings in other construction
additional items are acceptable and included on the Draw Request items that were approved prior to closing.
form.

4. The borrower and contractor must sign the certification on the
Instructions: During Construction: Draw Request form.  If a dispute exists, the lender must try to

mediate the dispute to assure there are no mechanics or1. If any construction work items were completed prior to closing
materialmens liens placed on the property.  The lender may makethe loan, an inspection of the work can occur one day after closing.
checks out in both the borrower and contractors name to ensure2. Borrower/contractor completes column 2 “Previous Draw To-
proper distribution of escrowed funds and to assure no mechanicstals” with percent of completion on any of the construction items.
or materialmens liens.  The borrower or contractor may initiateOn the first draw inspection, this column will be left blank.  On
legal proceedings if an equitable agreement cannot be reached.subsequent draws, show the accepted amounts shown in columns
5. Under no circumstances can any construction item be paid for3 and 4 (from the previous draw).
without the work being acceptably installed (e.g., materials on site3. Borrower/contractor completes column 3 “Request for This
cannot be included in the draw request).  Upon completion, theDraw” with the actual cost of rehabilitation, which includes
inspector signs the Draw Request form, and the Rehabilitationmaterials, labor, overhead and profit.  Materials cannot be paid for
Inspection Report and returns this form to the DE Lender, ifuntil they have been acceptably installed.  For the investor/builder
applicable.  The cost of the inspection should also be completed.using the Escrow Commitment Procedure, the cost savings will be
6. The DE who controls the Rehabilitation Escrow Account mustadded to the escrow amount that is held by the lender for release
provide an accounting of the escrow account to the borrower andwhen an acceptable owner-occupant assumes the loan.
HUD, showing the status of all monies in the escrow account.  AfterThe inspector will complete column 4 for each line item that is
the acceptable receipt of all necessary documentation, the escrownecessary to be adjusted.  If no adjustments are required, column
release (less 10% holdback) should occur within 48 hours.  The4 will remain blank.  In no case can the inspector approve a release
accounting system must comply with Handbook 4240.4.of funds in excess of the amount requested by the borrower in

column 3.

The DE Underwriter or the lender’s authorized agent may
reduce the amount of funds accepted (or revised) by the inspector
by completing (or correcting) the amount shown in column 4.
Where a correction has been made by the inspector or the lender,
the revised total amount will be shown in line 36, column 4.  When
the DE Underwriter or the lender’s authorized agent is satisfied
with the Draw Request, the bottom of the form approving the
release of funds will be completed.
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that has been approved for FHA mortgage insurance under Section 203(k) of the National Housing Act. The Owner(s) shall pay 

the Contractor the sum of $ for completion of the work, including all sales tax due by law, 

together with such increases or decreases in the contract price as may be approved in writing by the Lender. The work will begin 

within 30 days of loan closing with the Lender and will be completed by , 

unless delayed beyond the Contractor's control. The General Provisions listed below are made a part of this Agreement. The 

contract documents consist of the architectural exhibits listed in the Rehabilitation Loan Agreement between the Owner(s) and the 

Lender, or as described below (or on an attached sheet):  

Owner(s) Signature(s) and Date Owner(s) Signature(s) and Date 

Owner(s) Signature(s) and Date Owner(s) Signature(s) and Date 

Contractor's Signature and Date 

1. Contract Documents: This Agreement includes all 3. Contractor: The contractor will supervise and direct the
general provisions, special provisions and architectural work and the work of all subcontractors. He/she will use the 
exhibits that were accepted by the lender. Work not covered best skill and attention and will be solely responsible for all 
by this agreement will not be required unless it is required by construction methods and materials and for coordinating all 
reasonable inference as being necessary to produce the portions of the work. Unless otherwise specified in the 
intended result. By executing this Agreement, the contractor Agreement, the contractor will provide for and/or pay for all 
represents that he/she has visited the site and understands labor, materials, equipment, tools, machinery, transportation, 
local conditions, including state and local building regulations and other goods, facilities, and services necessary for the 
and conditions under which the work is to be performed. proper execution and completion of the work. The contractor 

will maintain order and discipline among employees and will 
2. Owner: Unless otherwise provided for in the Agreement, not assign anyone unfit for the task. The contractor warrants 
the owner will secure and pay for necessary easements, to the owner that all materials and equipment incorporated are 
exceptions from zoning requirements, or other actions which new and that all work will be of good quality and free of
must precede the approval of a permit for this project. If defects or faults. The contractor will pay all sales, use and 
owner fails to do so then the contract is void. If the other taxes related to the work and will secure and pay for 
contractor fails to correct defective work or persistently fails building permits and/or other permits, fees, inspections and 
to carry out the work in accordance with the agreement or licenses necessary for the completion of the work unless 
general provisions, the owner may order the contractor in otherwise specified in the Agreement. The contractor will 
writing to stop such work, or a part of the work, until the indemnify and hold harmless the owner from and against all 
cause for the order has been eliminated. claim, damages, losses, expenses, legal fees or other costs 

arising or resulting from the contractors performance of the

Owner's Name(s):

Address:

Telephone Number:

FHA Case No.:

Contractor's Name:

Address:

Telephone Number:

License No.:

HOMEOWNER/CONTRACTOR AGREEMENT

Work:

Home:

Work:

Home:

THIS AGREEMENT, made this date,

(Owner) and Contractor, is for the rehabilitation of the property located at

, between the above mentioned Homeowner
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work or provisions of this section. The contractor will 
comply with all rules, regulations, laws, ordinances and 
orders of any public authority or HUD inspector bearing on
the performance of the work. The contractor is responsible 
for, and indemnifies the Owner against, acts and omissions of
employees, subcontractors and their employees, or others 
performing the work under this Agreement with the 
contractor. The contractor will provide shop drawings, 
samples, product data or other information provided for in
this Agreement, where necessary. 

4. Subcontractor: Selected by the contractor, except that the
contractor will not employ any subcontractor to whom the 
owner may have a reasonable objection, nor will the 
contractor be required by the owner to employ any 
subcontractor to whom the contractor has a reasonable 
objection. 

5. Work By Owner or Other Contractor: The owner
reserves the right to perform work related to the project, but 
which is not a part of this Agreement, and to award separate 
contracts in connection with other portions of the project not 
detailed in this Agreement. All contractors and 
subcontractors will be afforded reasonable opportunity for the 
storage of materials and equipment by the owner and by each 
other. Any costs arising by defective or ill-timed work will 
be borne by the responsible party. 

6. Binding Arbitration: Claims or disputes relating to the
Agreement or General Provisions will be resolved by the 
Construction Industry Arbitration Rules of the American 
Arbitration Association (AAA) unless both parties mutually 
agree to other methods. The notice of the demand for 
arbitration must be filed in writing with the other party to this 
Agreement and with the AAA and must be made in a 
reasonable time after the dispute has arisen. The award 
rendered by the arbitrator(s) will be considered final and 
judgment may be entered upon it in accordance with 
applicable law in any court having jurisdiction thereof. 

7. Cleanup and Trash Removal: The contractor will keep
the owner's residence free from waste or rubbish resulting 
from the work. All waste, rubbish, tools, construction 
materials, and machinery will be removed promptly after 
completion of the work by the contractor. 

8. Time: With respect to the scheduled completion of the
work, time is of the essence. If the contractor is delayed at
anytime in the progress of the work by change orders, fire, 
labor disputes, acts of God or other causes beyond the 
contractor's control, the completion schedule for the work or
affected parts of the work may be extended by the same 
amount of time caused by the delay. The contractor must 
begin work no later than 30 days after loan closing and will 
not cease work for more than 30 consecutive days. 

9. Payments and Completion: Payments may be withheld
because of: (1) defective work not remedied; (2) failure of
contractor to make proper payments to subcontractors, Applicants Initials   _____    _____   _____ 
workers, or suppliers; (3) persistent failure to carry out work 
in accordance with this Agreement or these general Contractors Initials  _____    _____   _____  _____ 
conditions, or (4) legal claims. Final payment will be due

after complete release of any and all liens arising out of the
contract or submission of receipts or other evidence of
payment covering all subcontractors or suppliers who could
file such a lien. The contractor agrees to indemnify the
Owner against such liens and will refund all monies including
costs and reasonable attorney's fees paid by the owner in
discharging the liens. A 10 percent holdback is required by
the lender to assure the work has been properly completed and
there are no liens on the property.

10. Protection of Property and Persons: The contractor is
responsible for initiating, maintaining, and supervising all
necessary or required safety programs. The contractor must
comply with all applicable laws, regulations, ordinances,
orders or laws of federal, state, county or local governments.
The contractor will indemnify the owner for all property loss
or damage to the owner caused by his/her employees or
his/her direct or subtier subcontractors.

11. Insurance: The contractor will purchase and maintain
such insurance necessary to protect from claims under workers
compensation and from any damage to the owner(s) property
resulting from the conduct of this contract.

12. Changes in the Contract: The owner may order
changes, additions or modifications (using form HUD-92577)
without invalidating the contract. Such changes must be in
writing and signed by the owner and accepted by the lender.
Not all change order requests may be accepted by the lender,
therefore, the contractor proceeds at his/her own risk if work
is completed without an accepted change order.

13. Correction of Deficiencies: The contractor must correct
promptly any work of his/her own or his/her subcontractors
found to be defective or not complying with the terms of the
contract.

14. Warranty: The contractor will provide a one-year
warranty on all labor and materials used in the rehabilitation
of the property. This warranty must extend one year from the
date of completion of the contract or longer if prescribed by
law unless otherwise specified by other terms of this contract.
Disputes will be resolved through the Construction Industry
Arbitration Rules of the American Arbitration Association.

15. Termination: If the owner fails to make a payment
under the terms of this Agreement, through no fault of the
contractor, the contractor may, upon ten working days written
notice to the owner, and if not satisfied, terminate this
Agreement. The owner will be responsible for paying the
contractor for all work completed.

If the contractor fails or neglects to carry out the terms of the
contract, the owner, after ten working days written notice to
the contractor, may terminate this Agreement.
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CONTRACTORS RESUME (must be legible) 

Legal Name of Business:  ________________________________  Phone: _______________________ Fax: ____________________ 

Address:  Street: _____________________________ ; City/State/Zip Code _______________________________________________ 

Form of Business:  Corp or S-Corp ____; LLC; ____; Sole Proprietorship ____; Partnership ____; Other _______________________  

Email Address:  _____________________        Business EIN# ______________________________ 

PRINCIPAL OWNERS 

Name: __________________________________________________ Title: ______________________________ 

Address: __________________________________________________ Phone: _____________________________ 

Name: __________________________________________________ Title:   _____________________________ 

Address: _________________________________________________ Phone: _____________________________ 

Date Business Started:  _________________________ Type of Business: ___ General Contracting   ___ Electric   ___ Heating 

___ Plumbing  ___Roofing   ___ Trade Contracting ____________ 

LICENSES (ATTACH COPIES OF ALL LICENSES) 

TYPE:  ___ Electric  ___ Heating ___ Plumbing ___  Roofing  ___  Other _____________________ 

Municipality 
Issuing License  _______________ ___________ ____________ ____________ ___________________________ 

CUSTOMER REFERENCES (Customers TMS may contact as a reference for work you have completed)

Name  Full Address Phone 

______________________________ _________________________________________________ __________________ 

______________________________ _________________________________________________ __________________ 

______________________________ _________________________________________________ __________________ 

MAJOR SUPPLIERS (List suppliers you have credit accounts with ) 

Supplier Name/Materials  Date Opened High Balance Phone Number 

___________________________ _________________ ________________ _______________________ 

___________________________ _________________ ________________ _______________________ 

___________________________ _________________ ________________ _______________________

ANSWER ALL QUESTIONS BELOW 

1. Are any of your income taxes past due? _____  YES _____  NO 

2. Have you or any principals of your company, or your company declared Bankruptcy _____ YES _____  NO 

3. Are there any outstanding judgments or legal actions pending against you or your

company
_____  YES   _____  NO 

 TO:  THE MONEY SOURCE INC. 

All information given in this document is true, correct and complete as of the date of this document.  I/We authorize you to 

verify any information given.  I/We authorize you to give information about me (us) and your credit experience with me/us to 

others. 

I/We understand that you may request a credit report from a credit reporting agency in connection with this document or in 

connection with any update, extension or renewal of any credit you extend based upon this document.   

We carry insurance to cover our work and guaranty these insurances are in full effect.  Attached please find copies or all 

policies 

I/We agree that you may keep this resume for your file. 

___________________________________________ ____________________________________________________________ 

Name of Applicant(s)   Property Address 

_________________________________________________ _____________________________________________ 

Signature/Title of Contractor Signature/Title of Contractor 



















MORTGAGOR'S LETTER OF COMPLETION 

To:  The Money Source Inc 

RE:  FHA Case Number: __________________________________ 

Lender's Loan Number: __________________________________ 

Property Address:  _________________________________ 

_________________________________ 

The rehabilitation construction and/or improvements, as outlined in the Rehabilitation Loan 
Agreement (including Architectural Exhibits), have been completed in a workmanlike manner to 
my/our satisfaction to the above-mentioned property. 

I/We request that the Final Inspection by the HUD approved inspector and the Final Release of 
funds from the Rehabilitation Escrow Account be made to me/us after you receive an acceptable 
Final Compliance Inspection Report.

I/We understand that you, the lender, if required to protect the priority of the Security 
Instrument, may retain any "Holdback" reserve funds for a period of not more than thirty five 
(35) days or a longer time period allowable by state laws to ensure against any liens resulting 
from the Rehabilitation work done at the subject property.  However, at the earliest possible date, 
I/we request any such funds be released to as appropriate. 

This request also directs you to properly distribute the funds remaining in the Rehabilitation 
Escrow Account that represent the balance of the Contingency Reserve, Mortgage Payment 
Reserve and inspection fees and other miscellaneous fees that were not used. 

_________________________________________________________ 
Borrower Signature                     Date 

________________________________________________________
Co-Borrower Signature    Date 

________________________________________________________
Co-Borrower Signature    Date 

________________________________________________________
Co-Borrower Signature 







Disclosure Statement Required by Texas Code § 53.255. 

KNOW YOUR RIGHTS AND RESPONSIBILITIES UNDER THE LAW.  You are about to enter into a 
transaction to build a new home or remodel existing residential property.  Texas law requires your contractor to
provide you with this brief overview of some of your rights, responsibilities, and risks in this transaction. 

CONVEYANCE TO CONTRACTOR NOT REQUIRED. Your contractor may not require you to convey your 
real property to your contractor as a condition to the agreement for the construction of improvements on your 
property. 

KNOW YOUR CONTRACTOR. Before you enter into your agreement for the construction of improvements to 
your real property, make sure that you have investigated your contractor.  Obtain and verify references from 
other people who have used the contractor for the type and size of construction project on your property. 

GET IT IN WRITING. Make sure that you have a written agreement with your contractor that includes: 
(1) a description of the work the contractor is to perform; (2) the required or estimated time for completion of 

the work; (3) the cost of the work or how the cost will be determined; and (4) the procedure and method of 
payment, including provisions for statutory retainage and conditions for final payment.  If your contractor made 
a promise, warranty, or representation to you concerning the work the contractor is to perform, make sure that 
promise, warranty, or representation is specified in the written agreement.  An oral promise that is not included 
in the written agreement may not be enforceable under Texas law. 

READ BEFORE YOU SIGN. Do not sign any document before you have read and understood it.  

NEVER SIGN A DOCUMENT THAT INCLUDES AN UNTRUE STATEMENT.  Take your time in 
reviewing documents.  If you borrow money from a lender to pay for the improvements, you are entitled to have 
the loan closing documents furnished to you for review at least one business day before the closing.   
Do not waive this requirement unless a bona fide emergency or another good cause exists, and make sure you 
understand the documents before you sign them.  If you fail to comply with the terms of the documents, you 
could lose your property.  You are entitled to have your own attorney review any documents.  
If you have any question about the meaning of a document, consult an attorney. 

GET A LIST OF SUBCONTRACTORS AND SUPPLIERS.  Before construction commences, your contractor 
is required to provide you with a list of the subcontractors and suppliers the contractor intends to use on your 
project.  Your contractor is required to supply updated information on any subcontractors and suppliers added 
after the list is provided.  Your contractor is not required to supply this information if you sign a written waiver 
of your rights to receive this information. 

MONITOR THE WORK.  Lenders and governmental authorities may inspect the work in progress from time to 
time for their own purposes.  These inspections are not intended as quality control inspections.  Quality control 
is a matter for you and your contractor.  To ensure that your home is being constructed in accordance with your 
wishes and specifications, you should inspect the work yourself or have your own independent inspector review 
the work in progress. 



MONITOR PAYMENTS. If you use a lender, your lender is required to provide you with a periodic statement 
showing the money disbursed by the lender from the proceeds of your loan.  Each time your contractor requests 
payment from you or your lender for work performed, your contractor is also required to furnish you with a 
disbursement statement that lists the name and address of each subcontractor or supplier that the contractor 
intends to pay from the requested funds. Review these statements and make sure that the money is being 
properly disbursed. 

CLAIMS BY SUBCONTRACTORS AND SUPPLIERS. Under Texas law, if a subcontractor or supplier who 
furnishes labor or materials for the construction of improvements on your property is not paid, you may become 
liable and your property may be subject to a lien for the unpaid amount, even if you have not contracted directly 
with the subcontractor or supplier.  To avoid liability, you should take the following actions: 

(1)  If you receive a written notice from a subcontractor or supplier, you should withhold payment from your 
contractor for the amount of the claim stated in the notice until the dispute between your contractor and the 
subcontractor or supplier is resolved.  If your lender is disbursing money directly to your contractor, you should 
immediately provide a copy of the notice to your lender and instruct the lender to withhold payment in the 
amount of the claim stated in the notice.  If you continue to pay the contractor after receiving the written notice 
without withholding the amount of the claim, you may be liable and your property may be subject to a lien for 
the amount you failed to withhold. 

(2)  During construction and for 30 days after final completion, termination, or abandonment of the contract 
by the contractor, you should withhold or cause your lender to withhold 10 percent of the amount of payments 
made for the work performed by your contractor.  This is sometimes referred to as 'statutory retainage.'  If you 
choose not to withhold the 10 percent for at least 30 days after final completion, termination, or abandonment of 
the contract by the contractor and if a valid claim is timely made by a claimant and your contractor fails to pay 
the claim, you may be personally liable and your property may be subject to a lien up to the amount that you 
failed to withhold. 

If a claim is not paid within a certain time period, the claimant is required to file a mechanic's lien affidavit in 
the real property records in the county where the property is located.  A mechanic's lien affidavit is not a lien on 
your property, but the filing of the affidavit could result in a court imposing a lien on your property if the 
claimant is successful in litigation to enforce the lien claim. 

SOME CLAIMS MAY NOT BE VALID. When you receive a written notice of a claim or when a mechanic's 
lien affidavit is filed on your property, you should know your legal rights and responsibilities regarding the 
claim.  Not all claims are valid.  A notice of a claim by a subcontractor or supplier is required to be sent, and the 
mechanic's lien affidavit is required to be filed, within strict time periods.  The notice and the affidavit must 
contain certain information.  All claimants may not fully comply with the legal requirements to collect on a 
claim.  If you have paid the contractor in full before receiving a notice of a claim and have fully complied with 
the law regarding statutory retainage, you may not be liable for that claim.  Accordingly, you should consult 
your attorney when you receive a written notice of a claim to determine the true extent of your liability or 
potential liability for that claim. 



OBTAIN A LIEN RELEASE AND A BILLS-PAID AFFIDAVIT. When you receive a notice of claim, do not 
release withheld funds without obtaining a signed and notarized release of lien and claim from the claimant.  
You can also reduce the risk of having a claim filed by a subcontractor or supplier by requiring as a condition of 
each payment made by you or your lender that your contractor furnish you with an affidavit stating that all bills 
have been paid.  Under Texas law, on final completion of the work and before final payment, the contractor is 
required to furnish you with an affidavit stating that all bills have been paid.  If the contractor discloses any 
unpaid bill in the affidavit, you should withhold payment in the amount of the unpaid bill until you receive a 
waiver of lien or release from that subcontractor or supplier. 

OBTAIN TITLE INSURANCE PROTECTION.  You may be able to obtain a title insurance policy to insure 
that the title to your property and the existing improvements on your property are free from liens claimed by 
subcontractors and suppliers.  If your policy is issued before the improvements are completed and covers the 
value of the improvements to be completed, you should obtain, on the completion of the improvements and as a 
condition of your final payment, a ' completion of improvements' policy endorsement.  This endorsement will 
protect your property from liens claimed by subcontractors and suppliers that may arise from the date the 
original title policy is issued to the date of the endorsement."  

_________________________________ __________ _________________________________ __________

Borrower                                                  Date                 Co-Borrower                                             Date 

_________________________________ __________     _________________________________ __________ 

Borrower                                                    Date                  Co-Borrower                                             Date 



We request acceptance of the following changes in the approved drawings and
specifications of the above numbered case or cases.

an increase in the value and loan amounts if these changes warrant such an increase.




