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IMPORTANT NOTICE 
 
 
Mortgage U has compiled the following information to assist with the FHA 203(b) program requirements. This workbook is 
not intended to cover all areas for which the Company is responsible. While every effort is made to provide accurate 
information in regard to FHA 203(b) guidelines as of the date of this publication, the Company is solely responsible for 
maintaining policies that meet the current guidelines as required by the FHA and the agencies that supervise the lender’s 
activities. 
 
SPECIAL THANKS TO ALLREGS® FOR PROVIDING A VALUABLE AND RELIABLE RESOURCE FOR THIS GUIDE. 
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This guide has been developed from the FHA Handbooks, Mortgagee Letters, information 
from HUD Home Ownership Centers and over 75 years combined FHA lending experience 
by the authors. 
 
The design consolidates FHA 203(b) program requirements into one publication using easy 
reference topics and following the mortgage loan flow. To simplify the guide even further 
we have used the philosophy that repeating common industry knowledge is not necessary. 
Therefore, any requirement that is “identical” to Fannie Mae/Freddie Mac requirements, as 
well as basic math such as calculating ratios, is not repeated.  
 
The following source documents, handbooks and guides have been incorporated throughout 
this guide: 

1. Mortgagee Letters and HOC memos 
2. TOTAL Scorecard Guide 
3. 4155.1 rev.5 [Mortgage Credit Analysis for Mortgage Insurance] 
4. 4150.1 [Valuation Analysis for Home Mortgage Insurance] 
5. 4060.1 rev.1 [Mortgagee Approval Handbook] 
6. 4000.4 [Single Family Direct Endorsement Program] 
7. HOC guide 
8. 4000.2 rev.3 [Mortgagees’ Handbook, Application through Insurance] 
9. 4165.1 rev. 2 [Endorsement for Insurance for Home Mortgage 

Programs] 
10. FHA Connection guide 

 
Industry benchmarks and tips are identified by: 

 Best practices 
 Case binder document or insuring issue 

QC Quality Control and auditing assistance for files endorsed prior to January 
27th, 2006, ML 06-04 (changes in the closing cost matrix.) 

 
THIS VERSION OF THE GUIDE IS BASED ON INFORMATION AVAILABLE TO 
MORTGAGE U AS OF FEBRUARY 28, 2006. Federal law prohibits reproduction of any 
portion of the materials used in this book unless written permission is received from 
Mortgage U in advance. 
 

HTTP://WWW.HUD.GOV/GROUPS/LENDERS.CFM 
We recommend you check this site often to find updates and/or changes that may have 
occurred since the above date. 
 
Everyone from the point of origination through insuring will benefit from the Practical 
Guide to FHA Lending. 
 



MU PRACTICAL GUIDE TO FHA LENDING 

FORWARD 

© 2004-2006 MORTGAGE U, INC. PAGE-xviii FEBRUARY 2006 

 
LENDER VS BROKER 
FHA applies the term “Lender” to all FHA approved companies whether they are a 
sponsored broker or a lender with full eagle authority. Therefore, throughout this guide the 
term “lender” also covers a broker that is sponsored, unless specified otherwise. 
 
ITEMS NOT COVERED IN THIS GUIDE: 
The authors assume the user has a basic knowledge of mortgage lending.  Certain areas that 
are common to all mortgage underwriting, regardless of whether it is a conventional or 
government program, are not covered.  For example: credit report format; standards are 
consistent between all agencies and markets and not specific to FHA lending.  Any area in 
the 4155.1 that is not covered is identified in the heading of the section. 
 
The following areas are works in progress and not currently included in this guide: 

• Complete Title II Manufactured housing. 

• Energy Efficiency Mortgages 

• Disaster Relief Housing (203h) 

• Home Equity Conversion Mortgages 

• Assumptions 

• HUD REO (HUD Real Estate Owned property sales) 

• HUD Approval of a Non-Profit Organization 

• Graduated Payment Mortgages 

• Growing Equity Mortgages 

• 203K 

• Cooperatives 

 


