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Be a G-aŀƴΗ ¢ŀƭƪ ǘƘŜ ǘŀƭƪΧ 

 ω  HUD/FHA 
ω  Direct Endorsement (DE) 
ω  CAIVRs 
ω  LDP 
ω  GSA 
ω  MIP (Upfront & Annual) 
ω  Base Loan Amount 
ω  Total Loan Amount 
ω  URLA vs. 1003 
ω  92900 A (Addendum to the URLA) 
ω  92900 LT vs. 1008 
ω  Case # 
ω  FHAC (FHA Connection) 
ω  HOC (Home Ownership Center) 
ω  DELRAP/HRAP Condo Approvals 
ω  HECM (Forward vs. Reverse) 
ω  Mortgagee Letter   



History of FHA 

Á FHA was formed in 1934, to bring back the 
housing market after post 1929 stock market 
crash, by assisting homebuyers with low down 
payment 

Á The Federal Housing Administration is a 
Federal Agency within the Department of 
Housing and Urban Development (HUD) 

Á FHA does not provide the funds to borrowers 
for home loans 

Á FHA provides mortgage insurance on loans 
made by FHA-Approved lenders throughout 
the US, as protection against default by 
borrowers 
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5ƻŜǎƴΩǘ CI! ƳŀƪŜ ƳŜ 
jump through hoops? 



FHAς Swiss Army Knife of Qualifying 
Å CI! ǿƛƭƭ ōŜ ŦǳƭŦƛƭƭƛƴƎ ǘƘŜƛǊ άƳƛǎǎƛƻƴέ ǘƻ ǎǘŀōƛƭƛȊŜ 

housing for many years to come 

Å Permanently approved to $625,500 for high cost 

Å Down Payment 3.5% 

Å Up to 85% cash out refinance 

Å All funds may come from a gift 

Å Seller can pay up to 6% toward all closing costs 

Å Non-Occupant Co-Borrowers are allowed with 
true blended ratios 

Å No Cash Reserves (1 and 2 unit properties) 

Å Credit Leniency ς BK 2 years, Foreclosures 3 
years, Short Sales 3 years (sometimes less) 

Å Streamline Refis & Fully Assumable 

Å Finance Up Front MIP in Loan Amount 
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FHA Products 
 

Purchase or Refi of 1-4 unit primary residence - FHA 203b 

Å Fixed Products - 15 and 30 Years, Regular and High 
Balance 

Å Arm Products - 1 Year Arm, 3/1 and 5/1 ARMs,              
1/1/5 caps, 2.25% Margin 

Å Temporary Buydown (built in pricing on rate sheet) 

Å Funds may come from lender, seller, borrower or other party 

Å Funds from seller must be included in max seller contribution 
of 6% 

Å May not be more than 2% below Note Rate 

Å Qualifying rate is the Note Rate 
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Well Designed Arms 
άbƻ tŀȅƳŜƴǘ {ƘƻŎƪέ 



Case Numbers ς requested on-line at 
our website www.pcmloan.com 

Á As a sponsored broker you will not have access to the FHAC (FHA 
Connection) 

Á Upon submitting your online request for Case # 

ω PCM will email you the new case number and Refinance                                
Authorization (if applicable) 

Á All FHA loans must have a case # assignment to be insured 

ω Case numbers are ordered in FHA Connection by PCM 

ω Case numbers are assigned to the subject property 

ω Case number must be reflected on all HUD documents 

ω Case number printout is required with loan submission 

ω Streamline Refinances need previously assigned case number 

ω Case #s automatically cancelled by HUD after 6 months of inactivity (can be reinstated 
under certain circumstances) New ML 11-10 

ω You must have active loan application & property to request Case # New (ML-11-10) 
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Á CAIVRs  Credit Alert Interactive Voice Response System 
checks for delinquent federal debt, should be on Case 
Number Printout 

ω PCM will access CAIVRS through the FHAC 

ω This is informational only to you as a sponsored broker 

ω Must be ordered on all borrowers 

ω Any delinquency must be cleared, or not eligible for FHA 
loan 

ω Should a delinquency or issued be uncovered by PCM 
you will be promptly notified 
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CAIVRs through FHA Connection-PCM will 
do this piece of processing  

CAIVRs: Not a 
Spelunking Term! 



Á All parties to the transaction must be cleared in both 
databases (Government lists of bad players) 

Á LDP (Limited Denial of Participation 

ω Database can be accessed at 
http://portal.hud.gov/portal/page/portal/HUD/topics/limited_den
ials_of_participation 

Á GSA (Excluded Parties List Service) 

ω Database can be accessed at https://www.epls.gov/ 

Á Use PCM Job Aid and Participants List 
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LDP & GSA Databases 

http://portal.hud.gov/portal/page/portal/HUD/topics/limited_denials_of_participation
http://portal.hud.gov/portal/page/portal/HUD/topics/limited_denials_of_participation
https://www.epls.gov/
http://www.knowledgeonloan.com/AEfiles/1/LDP-GSA Job Aid.pdf
http://www.knowledgeonloan.com/AEfiles/1/LDP GSA Participants Form.pdf


aŀȄƛƳǳƳ [¢±Ωǎ 

Effective 10/1/2011  

Purchase   No Cash Out/Streamline Refi  Cash Out Refinance  

96.50%  97.75%  85 %  

FHA Mortgage Limits  

Region  1 Unit  2 Units  3 Units  4 Units  

Low Cost Areas  $271,050  $347,000  $419,425  $521,250  

High Cost Areas  $625,500  $800,775  $967,950  $1,202,925  

Alaska & Hawaii  $938,250  $1,201,162  $1,451,925  $1,804,387  

A complete schedule of FHA mortgage limits for all areas is available at:   
https://entp.hud.gov/idapp/html/hicostlook.cfm  

11 



Maximum Loan Amount 

Á High Balance Loan Amounts PCM High Balance pricing applies when base 
loan amount is over $417,000 

Á Maximum Mortgage Calculation  - Purchase 

ω 96.5% of the lesser of sales price or appraised value 

ω Does not include Up Front MIP (UFMIP) 

ω Borrower must have minimum of 3.5% down payment (Can be gift) 

ω Closing costs may not be used in minimum 3.5% calculation 

ω Seller Concessions maximum 6% 

Á Maximum Mortgage Calculation ς Refinance 

ω No Cash Out and Streamline Refinances 97.75% of appraised value 

ω Cash out Refinances - 85% of appraised value 

Á FHA loan limits are set by HUD, and vary from county to county.  Current loan 
amount limits can be found online at 

 https://entp.hud.gov/idapp/html/hicostlook.cfm  
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https://entp.hud.gov/idapp/html/hicostlook.cfm
https://entp.hud.gov/idapp/html/hicostlook.cfm
https://entp.hud.gov/idapp/html/hicostlook.cfm


Á Up Front MIP (UFMIP) the FHA mortgage insurance premium is paid at closing in the form of cash, or 
financed in the loan amount.  

Á UFMIP must be 100% financed or 100% paid in cash, no partial financing 

Á Annual MIP is collected in monthly payments and calculated in ratios 

FHA Mortgage Insurance Premium (MIP) 

Upfront and Annual MIP - For Case numbers as of 4 - 18 - 2011  

Purchase and Full - Credit Qualifying Refinance  

Greater than 15 year terms  15 year or less terms  

LTV  UFMIP  Annual  LTV  UFMIP  Annual  

> 95%  1.00%  1.15%  > 90%  1.00%  0.50%  

<= 95%  1.00%  1.10%  <  90%  1.00%  0.25%  

<=78%  1.00%  none  

 Streamline Refinance  

 UFMIP = 1.00%; Annual MIP follows the above grids.  
LTV is  based on the existing mortgage or a new LTV based on a new FHA appraisal  
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Upfront MIP  
in Box #3 
on 2010 GFE 

 
Upfront MIP $6,750 

$6,750 



Á Upfront Premiums are refunded ONLY to borrowers refinancing to 
another FHA insured mortgage within a 3 year time period.  The refund 
will be calculated in FHA connection when case number is ordered. 

Á The annual MIP will be automatically cancelled with the following 
conditions: 

ωLoan terms over 15 years the MIP will be cancelled when the LTV ratio 
reaches 78%, as long as the Borrower has paid MIP for at least 5 years 

ωLoan terms 15 years and less and with LTV ratios 78% and greater, the 
annual MIP will be cancelled when the LTV ratio reaches 78%, 
irrespective of the length of time the Borrower has paid the MIP 

ωLoan terms 15 years and less and with LTV ratios of 78% or less will 
not be charged an annual MIP 

FHA Mortgage Insurance Premium (MIP) 
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FHA Purchases 

Á The Borrower may not receive any cash back through a 
purchase, other than an amount representing: 

ω! ǊŜƛƳōǳǊǎŜƳŜƴǘ ŦƻǊ ǘƘŜ .ƻǊǊƻǿŜǊΩǎ ƻǾŜǊǇŀȅƳŜƴǘ ƻŦ ŦŜŜǎ 

ωCosts paid by the Borrower in advance; earnest money deposit, 
appraisal or credit report fees; or 

ωA legitimate real estate tax credit in locales where real estate taxes 
are paid in arrears 

ωIf the Borrower receives an allowable amount of cash back, the 
minimum Borrower contribution must be met and verified 

Á See Loan Amount Calculation Worksheet  
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FHA Purchase Loan Calculation 

 

Base Loan Amount 

A $ X 96.5% =   

  Lesser of Sales Price or 
Appraised Value 

  Max LTV    Base Loan Amount 

Minimum Down Payment 

B $ - $ = $ 

  Sales Price   Max Base Loan Amount   Min Down Payment 

Up Front MIP 

C $ X 1.00% = $ 

  Base Loan Amount       Up Front MIP 

Total Loan Amount 

D $ + $ = $ 

  Base Loan Amount   Up Front MIP   Total Loan Amount 
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No Cash Out Refinance ς Regular Refinance 
Á Current mortgage must be a NON-FHA fixed rate or ARM 

Á Single Family, Owner Occupied Primary Residence 

Á Maximum mortgage is the LOWER of 97.75% of appraised value or Existing Debt 
Calculation 

ω Existing Debt includes payoff of existing 1st, PM 2nd,  jr. lien over 12 months, closing 
costs, prepaid expenses, borrower paid repairs, and discount pts 

ω If any portion of funds of equity line in excess of $1000 in last 12 months, for purposes 
other than repairs and rehab. of property the line of credit may not be included. 

Á Property owned less than 12 months, must use lesser of original purchase price + 
expenditures for repairs, or current appraised value 

Á Proceeds to buy out ex-spouse are okay 

Á Borrower may not receive more than $500 at closing 

Á Non-Occupant Co-Borrower may be added 

Á 2nd Liens may subordinate, up to  97.75% (case numbers as of 9/7/2010) 

ω Terms of subordinate lien must not have a balloon,  
ω No prepayment penalty (with 30 days notice) 
ω Payments are calculated in qualifying 
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No Cash Out Refinance Worksheet 
LTV Factor Method 

A $ X 97.75% =   

  Appraised Value     Max Mortgage #1 

Existing Debt Method 

B $ + $ = $ 

  Payoff 1st , PM 2nd or 
seasoned Jr. Lien 

  Closing Costs -non-
recurring, prepaids and 

discount points 

  Max Mortgage #2 

Up Front MIP 

C $ X 1.00% = $ 

  Lower of Max #1 and Max #2       Up Front MIP 

Total Loan Amount 

D $ + $ = $ 

  Lower of Max #1 and Max #2   Up Front MIP 
And EEM upgrades if any 

  Total Loan Amount 
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Cash Out Refinance 

Á FHA will insure a cash out refinance, up to 85% of 
appraised value with the following requirements: 

ωProperties owned 12 months or more, use current appraised value 

ωProperties owned less than 12 months use lesser of purchase price 
or appraised value 

ωAll Borrowers must hold title to property for at least six months 
and minimum 6 payments must be made on existing loan 

ωBorrowers whose loans are delinquent or in arrears are not eligible 

ωNon-Occupant Borrowers may be not be added to qualify. 

ωExisting or new subordinate financing to a maximum CLTV of 85% 

ωModified subordinate financing is acceptable to a maximum CLTV of 
85% 

ω1 -4 units, 3-4 unit properties must pass self-sufficiency test 

ωProperties owned Free and clear may be financed as cash-out 
transactions 
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Cash Out Refinance Worksheet  

Max LTV Calculation 

A $ X 85% =   

  Appraised Value       Base Loan Amount 

Up Front MIP 

C $ X 1.00% = $ 

  Base Loan Amount       Up Front MIP 

Total Loan Amount 

D $ + $ = $ 

  Base Loan Amount   Up Front MIP   Total Loan Amount 
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Á Current loan must be an FHA insured mortgage 

Á Mortgage must be current, not delinquent 

Á Must result in lowering monthly Principal and Interest 
Payments-Must meet Net Tangible Benefit test 

Á Order new case number on PCM website, select Streamline 
Refinance 

Á MIP refund will be disclosed on Refinance Authorization  

Á LDP/GSA is required 

Á Manual Underwrite, do not run through AUS 

Á Credit report is now required - minimum credit score is 640 

Á Max cash back $500 

 

FHA Streamline Refinance 
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FHA Streamline Refinance (cont.) 

Á Verification of Mortgage is required, no lates in past 12 months 

Á Seasoning: 6 payments must have been made AND 6 mos. must have passed 
since 1st payment was due AND 210 days from closing of first 

Á Credit Report (tri-merge or mortgage only) used to validate credit score and 
mortgage history 

Á Employment and Income must be stated on 1003 and 92900LT-some types of 
income require documentation-see PCM guidelines 

Á Funds to close (if needed) must be verified 

Á Subordinate financing may remain in place to a maximum CLTV of 125% 

Á Investment properties may be streamlined without Appraisal  

Á Deleting individuals from title/original loan  must credit qualify 

Á Premium Pricing okay to cover closing costs 

Á Tax impounds, use amount from prelim unless proof of new taxes     from 
county 

Á Condo Project Approval-not required 
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Net Tangible Benefit (Streamline Refis) Part I: 
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Net Tangible Benefit-Streamline Refis: Part II 
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FHA Streamline Refi Maximum Mortgage 
Calculation WITHOUT Appraisal 
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$_____________ Unpaid principal balance*  of existing FHA loan 

-  _____________Lesser of Refund credit of UFMIP or 1% of principal balance 

=______________Base Loan Amount before UFMIP 

+ _____________ New UFMIP  

= _____________ New Loan Amount including UFMIP 

 

*May include interest charged when payoff is not received on the first day of the 
month up to 60 days 

 



FHA Streamline Refinance without Appraisal-from 
our worksheet 
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Maximum Insurable Mortgage Amount               

    

    

    Outstanding Principal Balance (The outstanding principal balance may include interest 

charged by the servicing lender when the payoff is not received on the first day of the month 

but may not include delinquent interest, late charges or escrow shortages) 
  

    UFMIP Refund* $0.00 1% of Outstanding Principal Balance 

MINUS- $0.00 New UFMIP (the lesser of 1% of the Outstanding Principal Balance or UFMIP 

Refund) 
  

    

  $0.00 

Base loan amount before UFMIP (subtotal of Outstanding Principal Balance and UFMIP 

refund) 

    

PLUS+ $0.00 New UFMIP    

    

  $0.00 
Maximum Insurable Mortgage cannot exceed this amount. (Note: Cannot 

exceed the regulatory county limit where property is located) 

 

  

        

*Any additional UFMIP refund due the borrower to be refunded directly to borrower by 
HUD post closing 



The maximum insurable mortgage is the lower of: 

  

Outstanding principal balance* minus the lesser of refund of UFMIP 
or 1% of principal balance, plus closing costs, prepaid items to 
establish the escrow account and the new UFMIP 

OR 

97.75% of the appraised value of the property plus the new 
UFMIP 

 

*May include interest charged when payoff is not received on the first day 
of the month up to 60 days 

 

 

Streamline Refinance with Appraisal 
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FHA Streamline Refi Maximum Mortgage Calculation 
WITH Appraisal-from our worksheet 

Please note: Any additional UFMIP refund due the borrower will be refunded 
directly to borrower by HUD post closing 



Eligible Borrowers  
 

Á U.S. Citizen 

Á Permanent Resident Aliens 

Á Non-Permanent Resident Aliens 

Á All Borrowers must have a valid 
Social Security Number 

Á Title must be held in individual names 
only 
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