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The FHA 203K Loan: From Offer to Closing 
10 Steps Buyers and Agents Should Know  
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Prevent Time Delays! 
Prepare Yourself With These 10 Steps 

 
 
Currently there are many Home Buyers  who are interested in purchasing a home 
with the FHA 203K but unfortunately there aren’t many Real Estate Agents that are 
aware of the program or feel comfortable doing the transaction, and most Mortgage 
Lenders either can’t, won’t, or are just not familiar enough to do them.  So today we 
are going to cover an overview on the 10 Step Application process from beginning 
to end, when using a 203k Loan to purchase a property.  
 
Knowing what to expect and what is required will help you keep your Agent on track 
and help you prepare in advance for the steps to be taken to efficiently process your 
transaction and limit delays. You might also want to refer your Real Estate agent to 
this guide to help them get a better idea of the 203K transaction if they’re not famil-
iar with the program.  
 
Before we get into the 10 steps you must know there are two types of 203k loans 
that you can use to buy & fix up a property.  There is the Standard 203K and then 
there is the 203K Streamline.  So what’s the difference? 
 
A 203k Streamline – can be used for rehab & repairs up to $35k and a Contractors 
bid is all that’s required. 
 
A Standard 203k – can be used for major improvements over $35k and a “Cost 
Consultant” is required along with a Contractor’s bid.  
 
For more information about the Standard and Streamline 203k loans download the  
FHA 203K Buyer’s Guide .   Now let’s go over the 10 steps.  
 

 

   

Step #1 Selecting a Property (Home Buyer) 
 
The property can be a Single Family Residence, 2 to 4 units, Condo, or PUD.  
There are different maximum loan limits that apply and will vary depending on what 

http://www.203kmortgagelender.com/download.html
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county the property is located and whether it’s 1 to 4 units.  To find out what the 
maximum loan limits are in your area you can go to our blog. 
 
Step #2 Making the Offer (Home Buyer and Real Estate Agent) 
 
This is where You and your Real Estate Agent take out a pencil and paper or calcu-
lator and figure out the purchase price that you are offering the seller while taking 
into consideration the amount of money needed for repairs which will be added to 
the purchase price.  
 
If you have a chance to meet with your contractor before putting in the offer that 
would be helpful, unless you have a pretty good idea of how much money will be 
needed to bring the property up to an acceptable standard or beyond.  Keep in mind 
of what the future value will be after repairs and that the new loan amount will be 
based off of the  purchase price plus repairs or 110% of the after improved value 
whichever is less.  The offer you make to the seller is the “As Is” price that means 
you are making an offer on the property in its present condition and that is the only 
price that concerns the seller. 
 
 
 Step #3 The Offer is Submitted (Real Estate Agent) 
 
What should be in the offer:  
 
The purchase contract should mention that an FHA 203k Streamline or a Standard 
FHA 203k will be used for financing. The time needed to close your transaction will 
vary and will depend upon on your lender’s current time table as well as the prop-
erty and your personal situation.   
 
A typical time frame to close a 203k transaction Streamline or Standard is about 45 
to 60 days from beginning to end.  In addition, depending on your contract and what 
state you live in there can also be other time frames and contingencies for apprais-
als, inspections and full loan approval.  
 
With all the time frames that can be involved it is best to consult with your 203k spe-
cialist before submitting your offer on what those estimated time frames could be at 
the present time and for your particular situation.  Word of advice though…having a 
little more time is always better and is less stressful for everyone involved. 
 
 
 
 
 
 

http://www.203kmortgagelender.com/blog/fha-loan-limits-current-updated/
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Step #4 Offer is Accepted and Estimates are Calculated (Home Buyer, 
Contractor and/or Cost Consultant) 
 
The Offer has been accepted and now the clock has started.  It’s time for you to get 
together with the Contractor or Cost Consultant or both to go over the estimate of all 
the repairs, updates and rehab that will be done to the property. If a home or termite 
inspection (which is optional) is done, whether before or after meeting with the con-
tractor or cost consultant then those repairs can be included into the estimate, as 
well.  
 
 
Step #5 The Appraisal is Ordered (203K Mortgage Lender) 
 
Since you met with your contractor or cost consultant in step 4 you should now 
have a “contractor bid”, “work write up” or both for your streamline or Standard 203k 
showing a complete breakdown & estimate on what the property improvements will 
be.  With the bid or write up available, the Appraiser can now appraise the property 
by factoring in the current value with the proposed improvements to come up with 
the “after improved value” 
 
 
Step #6 Verifying the Loan Amount (203K Mortgage Lender) 
 
Now that the appraisal is done with the after improved value, along with the in-
cluded estimates and work write ups the down payment and loan amount can now 
be accurately finalized. 
 
The sale price or current value is added together with all the improvements and the 
down payment is calculated based off of that total amount with a minimum down 
payment of 3.5% or more.   And, if the loan amount exceeds the after improved 
value that would still be acceptable up to 110% of the after improved value. 
 
 
Step #7 Loan Approval (203K Mortgage Lender) 
 
The loan package is now completed, submitted and approved.  Once the loan is ap-
proved and conditions are satisfied the final loan documents are ordered and 
signed. 
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Step #8 Loan Disbursements  
 
This is when everything is now in line and ready to fund.  The wire / loan proceeds 
are disbursed to pay off the Seller or existing loan if it’s a refinance as well as to set 
up the Escrow account for the improvements to be made after closing. 
 
 
Step #9 Closing & Welcome Package 
 
The purchase or refinance officially records and closes.  A new loan is now in place 
and within a short time a 203k package from the lender is sent out to the home-
owner. 
 
 
Step #10 Inspections & Checks 
 
If it’s a 203k streamline there is only one inspection and two checks.  One check for 
half of the amount and the other half once the work & inspection is done.  If it’s a 
Standard 203K, the checks are dispersed after each inspection up to a total of 5. 
 
The amount of time needed to complete the work is up to 6 months.  Any money left 
over can be applied to more improvements if approved or will be used to pay down 
the principle balance so no amount goes un-used. 
 
 
Well, I hope this has helped and now you feel more comfortable in making an offer 
on properties needing repairs…cosmetic or major using the FHA 203k financing.   
 

 
 

Are You Ready To Get started?     Do You Have Questions? 
 
Contact your 203K Renovation Specialist for your State at the 203K Mortgage 
Lender website & directory.  
 
 
 

http://www.203kmortgagelender.com
http://www.203kmortgagelender.com
http://www.203kmortgagelender.com/203k-lenders-directory.html



