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What is the FHA 203(h)
Program?

FHA 203(h)

The Section 203(h) program allows the Federal Housing Administration (FHA)
to insure mortgages made by qualified lenders to victims of a major disaster
who have lost their homes and are in the process of rebuilding or buying
another home. Note: Fairway Wholesale Lending is accepting purchase only
transactions at this time.
Through Section 203(h), the Federal Government helps victims in
Presidentially designated disaster areas recover by making it easier for them
to get mortgages and become homeowners or re-establish themselves as
homeowners.
The FHA 203(h) program is considered a HUD Specialty Program that is an
extension of FHA’s Standard 203(b) Product. The FHA 203(h) Program is
underwritten in accordance with the regulations and requirements applicable
to the 203(b) program with the exception of certain requirements.
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Features of the Program
Features that make recovery from a disaster
easier for homeowners:
• No down payment is required. The borrower is eligible for 100% financing. Closing
costs and prepaid expenses must be paid by the borrower in cash or paid through
premium pricing or by the seller, subject to a 6% limitation on seller concessions.
• Upfront FHA mortgage insurance may be financed. Annual and monthly mortgage
insurance is the same as for the 203(b).
• 30, 20, and 15 year fixed rate terms are available.
• One-unit single family properties, including PUDs and FHA approved Condos are
allowed.
• The new property is not required to be located in the area where the destroyed
home was originally located.
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Who is Eligible?
Anyone whose home has been destroyed or severely damaged in a PresidentiallyDeclared Major Disaster Area (“PDMDA”) is eligible to apply for mortgage
insurance under this program.

The previous primary residence (owned or rented) must have been located in a
PDMDA and destroyed or damaged to such an extent that the residence could no
longer be lived in.
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PDMDA Disaster Counties
To find the list of Presidentially-Declared Major Disaster Areas, click on “Disaster
Counties” on the FWL homepage.

The PDMDA locations will be listed as “Presidential Declaration”.
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203(h) Requirements
• A Borrower’s current home has been destroyed or damaged to such an extent that
replacement is necessary.
• The Borrower’s current home is located in a PDMDA.
• A HUD Inspection of the previous/current primary residence is required.
• The property must meet HUD’s Minimum Property Standards and Requirements.
• The FHA Case number must be assigned within one year of the date that the
PDMDA is declared.
o HUD defines the date of the PDMDA as the date that the President signs the
declaration.
o If the President signs an extension, which will also be assigned by FEMA, then
the eligibility period for a 203(h) is also extended.
• The Borrower has a minimum credit score of 600.
• The Borrower must have had satisfactory credit prior to the disaster, including but
not limited to a 0x30 housing payment history in the previous 12 months and no
more than 2x30 late for the preceding 12 months.
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203(h) Property Documentation
Requirements
HUD requires documentation verifying that the Borrower’s previous primary residence was
located in the PDMDA and was destroyed or damaged to such an extent that replacement is
necessary.
• A Home Disaster Inspection Report must be ordered and must be completed by a
HUD-Approved Home Inspector for the Borrower’s previous primary residence.
• HUD does allow a borrower to pay for the inspection fee for the destroyed property as
well as the appraisal report for the subject property.
HUD Approved Home Inspectors can be found at: https://entp.hud.gov/idapp/html/insplook.cfm
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Ordering FHA Case Number
Complete and submit the FHA Case
Number Request form located on
the FWL webpage under “Forms
and Documents”.
The FHA Case Number is ordered
as a 203(b), with a disaster housing
program ID designation –
“(02)-Disaster Housing”.
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203(h) Underwriting
All Standard 203(b) requirements must be met for Credit, Employment and Income,
Liabilities, Assets, and Housing Payment History when using the 203(h) Program with the
following exceptions:

AUS TOTAL Scorecard Findings
• Many AUS Findings will come back as Refer Findings (due to exceeding 96.5%
LTV). You may see Approve/Ineligible decisions as well (approve credit / ineligible
for LTV). Approve/Eligible is always acceptable.
• HUD Manual Underwriting requirements will apply when there are Refer AUS
Findings with certain exceptions.
• As the AUS Findings will not specifically identify the 203(h) Program it must be
clearly documented, explained, and justified within the loan file. Reminder: the
FHA Case Number will indicate the 203(b) program as well, with a Disaster
Housing Identifier (02).
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203(h) Underwriting, cont’d.
Credit
For Borrower's with derogatory credit, Fairway is permitted to consider the
Borrower a satisfactory credit risk if the credit report indicates the following:
• Borrower must have had satisfactory credit prior to the disaster, including
but not limited to the Borrower has made all housing payments on time
for the previous 12 months and has no more than two 30-day late
mortgage payments in the previous 24 months.
• Any derogatory credit subsequent to the date of the disaster is related to
the effects of the disaster.
Lenders are required to provide evidence of clear CAIVRS for mortgages using the
203(h) Program.
Scenarios should be documented and submitted to ask@faiwaymc.com.
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203(h) Underwriting, cont’d.
DTI
• AUS Approve/Accept: Maximum DTI determined by AUS
• Manual Underwriting of AUS Refer or Manual Downgrade: See chart
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203(h) Underwriting, cont’d.
Employment and Income
•

•

If prior employment cannot be verified because records were destroyed by the
disaster, and the Borrower is in the same/similar field, then FHA will accept:
o W-2s and tax returns from the Internal Revenue Service (IRS) to confirm prior
employment and income.
The Mortgagee may also include short-term employment obtained following the
disaster in the calculation of Effective Income.
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203(h) Underwriting, cont’d.
Liabilities
When a Borrower is purchasing a new home the lender may exclude the
mortgage payment on the destroyed residence located within a PDMDA from the
Borrower’s qualifying liabilities when:
• Satisfactory documentation has been received from the servicing Lender
of the destroyed residence supporting that the borrower has been
working with the servicing Lender to appropriately address their
mortgage obligation; and
• Documentation has been received from the insurance company showing
that a claim has been filed and that any property insurance proceeds that
are received will be applied to the Mortgage of the damaged home.
o This includes when the destroyed home was under-insured.
• Scenarios should be documented and submitted to ask@fairwaymc.com.
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203(h) Underwriting, cont’d.
Assets
If traditional asset documentation is not available, the Mortgagee may use statements
downloaded from the Borrower’s financial institution website to confirm the Borrower
has sufficient assets to close the Mortgage.
• FHA requires the following when credit/asset documentation is obtained via
the Internet:
o Lenders must authenticate documents obtained from an Internet website
and examine the printouts URL address as well as the date and time that
the documents were printed.
o Lenders must visit the URL or the main website listed in the URL if the
document is password protected to verify that the website exists and
include a printout documenting the Lender’s visit to the URL and website.
o Documentation obtained through Internet printouts must contain the
same information that would be found on a traditional copy of the
document.
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203(h) Underwriting, cont’d.
Housing Payment History
The Lender may disregard any late housing payments for a previous mortgage
obligation on a property that was destroyed in a PDMDA when:
• Borrower has made all housing payments on time for the previous 12
months and has no more than two 30-day late mortgage payments in the
proceeding 12 months.
• Fairway has no limit to the number of post-disaster late housing payments
when the late payments were a result of the PDMDA.
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203(h) Alternative
Underwriting Documentation
• HUD requires lenders to make every effort to obtain traditional documentation and
to document their attempts for Credit; Income and Employment; and Assets.
• In situations where traditional documentation is documented as unavailable,
alternative documentation is permitted subject to additional guidelines for: Credit;
Income; Liabilities; Assets; and Housing Payment History.
• If traditional documentation is not available, gather all credit and
income/employment documentation that requires alternative documentation and
submit to ask@fairwaymc.com for approval.
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Resources
Fairway Guidelines: Once logged in, simply click on Guidelines and you’ll be passed
through to our KnowledgeOwl platform to access product matrices and guidelines.

Click on “Guidelines”
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Resources, cont’d.
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Resources, cont’d.
Additional information
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Questions?

Marialice Brown
AVP FHA and VA Credit Policy
marialiceb@fairwaymc.com
(469) 777-4629

Al Hecklinski
SVP – TPO Production
alh@fairwaywholesalelending.com
(205) 296-5161

Tiffany Jones
FHA/VA Credit Policy Specialist
tiffany.jones@fairwaymc.com
(469) 300-5881

Greg Reynolds
SVP Wholesale Underwriting
gregoryr@fairwaymc.com
(469) 200-4176

Christy Rich
TPO Production Specialist
christy.rich@fairwaywholesalelending.com
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