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THE QUESTION
Should C.A.R., in conjunction with NAR, "SUPPORT" the expansion of the
FHA 203(k) program to investors?
ACTION
Policy requested at this time in response to proposed legislation.
POSITION
1. "SUPPORT" expanding the FHA 203(k) program to investors
2. "OPPOSE" expanding the FHA 203(k) program to investors
3. Take a "NEUTRAL" position
DISCUSSION
The FHA 203(k) program currently allows homebuyers to purchase a singlefamily home (1-4 unit dwelling) in need of rehabilitation and finance the costs
of repairs through their mortgage. The program is intended to be an "important
tool for community and neighborhood revitalization and for expanding
homeownership opportunities."
Up until the mid-1990's the 203(k) program was also available to investors.
The FHA's inability to appropriately oversee and audit the program allowed for
fraud which forced FHA to limit the program's availability to homebuyer's only.
Congressman Buck McKeon (R-CA) has introduced the Community Achieving
Sustainability Act which would expand the FHA 203(k) program to investors for
two years. NAR has already issued a letter of support for the proposed
legislation. Congressman McKeon's office has requested a similar letter from
C.A.R. The bill would also:
 Limit the program to 1-4 unit single-family dwellings,
 Allow a maximum loan commitment of 90-percent loan-to-value,
 Limit the number of 203(k) loans to four per investor, and
 Charge 10 basis points higher insurance premium than a regular FHA
loan.
SUPPORT
Supporters of expanding the 203(k) program say:







It will allow investors to purchase and renovate the most distressed
properties in a neighborhood which will expedite its recovery,
It will allow mom-and-pop investors who may have limited capital to
compete with larger investors by increasing their leverage ability,
Promoting investor participation will expedite recovery of
neighborhoods, as it has done throughout California and Arizona,
FHA now has the ability to adequately oversee this program to ensure
there is not a repeat of past difficulties, and
It is only a two-year program.

OPPOSE
Opponents of expanding the 203(k) program say:
 The expansion isn't necessary since investors are already competing in
the marketplace, and
 It is still unknown if FHA can properly oversee the program given its
current financial difficulties.
C.A.R. POLICY
C.A.R. does not have policy on this issue.
NAR POLICY
NAR has a support position on this issue.
Should C.A.R., in conjunction with NAR, "SUPPORT" the expansion of the
FHA 203(k) program to investors?
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