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Subject:
U.S. Government Inspections:  FHA/HUD

Submitted by: Bill Erickson & Kim Gatson, Updated 7/2009
HUD FHA inspection opportunities:

1)
Become an FHA HUD Approved Fee inspector to perform:
A) Inspections on new homes being financed through FHA, where required by HUD.  In some areas of the U.S., FHA loans on new construction are requiring a final independent inspection.  Your regular inspection fees would typically apply in this situation. You need to have your FHA fee inspector designation to be able to perform these for FHA loans in areas where FHA requires it.  Make sure you are on the FHA Fee inspector roster before you start marketing final construction inspections to lenders/real estate agents. Fee inspectors are listed on the HUD/FHA website.  
B). An approved Fee Inspector can also inspect repairs and sign the HUD Compliance Report required when an FHA Appraiser flags a condition needing repair as a condition to the FHA loan approval. (See page 4 “compliance report.”) (Note: Some FHA Appraisers are also an approved HUD fee inspector.   
You would be acting as a FHA Fee Inspector, not a 203k Consultant (Consultant is explained below).
C.) Check with lenders in your area to see if there are any other circumstances where they are required to have inspections performed by a HUD/FHA Approved Fee Inspector. 
Question: How do I become an FHA Approved Fee Inspector? 

You must have construction experience. We have found that applications have been denied and HUD includes a note stating that “home inspection experience alone will not qualify you as an approved fee inspector.” 

To become an approved HUD/FHA Fee Inspector and get listed on their website roster, see their website: http://www.hud.gov/offices/adm/hudclips/forms/files/92563.pdf
Reference info: http://www.hud.gov/offices/hsg/sfh/203k/203kslrp.cfm
Submit your FHA inspector single family house application to: 

“The information must be submitted to”:
Department of Housing and Urban Development
Office of Single Family Housing
Attn: Valuation Branch
451 7th Street, SW, Suite 9270, 
Washington, DC  20410
Telephone Number:  202-708-2121
(You can also find the application pdf in the NPI HUD FHA folder in the NPI library.)  
. 

2) Become a HUD 203K “Consultant.”  With this certification, you may inspect, consult, and perform draw inspections on the rehab property that undergoes over $35,000 in improvements. The full HUD 203k loan program (over $35,000 in improvements) requires a 203k Consultant to prepare documents and perform draw/phase inspections before, during and after the improvements are made. 

Question: How do I become an FHA approved 203(k) Consultant? 

To apply for placement on the FHA 203(k) Consultant Roster, an applicant must submit the information listed below to the HOC in the area in which he/she will be conducting business. Placement on the roster by one HOC will be recognized by all HOCs. 
With three years experience and  approved training, you can apply for this Consultant designation. This program was designed to promote the rehabilitation of urban property. A special loan program was developed to provide funds not only to purchase the property but also to renovate it.  The 203 (k) loan program requires that the lender/buyer employ a 203 (k) consultant to oversee the renovation (much like performing draw inspections) and track the use of loan funds on the project. Only certain approved FHA lenders are allowed to use the 203 (k) “full” program.  

· Property rehab/loan program requiring a HUD 203(k) consultant/inspector to assist with the construction plans, including draw inspections where repairs are over $35,000.

· To become a 203(k) consultant you need HUD training and a minimum of 3 years construction or inspection-related experience. 
You can also provide inspections and consulting on 203K streamlined loans on existing homes that need improvements under $35,000.  These loans do not require a 203 Consultant. However, from a practical standpoint, you would need to know the 203K process of “plan write up” in order to assist the lender in putting together the construction plans/bids needed to be submitted with the loan application, so your 203K training would come in handy when doing both the 203K consultant work as well as the 203K streamline loan applications. Your opportunity with the 203K streamline loans is to work with the lenders/homebuyers to perform an inspection and develop the list of repairs or improvements with estimates/bids for the lender to submit on the 203k streamlined loans.   For instance, you might charge $300 to the buyer for the initial  inspection and another $500 to the lender to prepare estimates/bids for the loan package.  Any approved FHA lender may make these loans on 1-4 units, HUD-owned properties (FHA foreclosures) as well as non-HUD properties.  However, some lenders are not experienced enough to prepare the correct plans so that the appraisal is done correctly to accurately reflect the value of the property after improvements are included. Repairs over $15,000 also require a final inspection to confirm repairs. You would be acting as a FHA Fee Inspector. These are owner-occupied homes with the exception of when HUD occasionally allows HUD homes to be sold to investors “all bidders” and is eligible for 203K Streamlined loans

Applications must be sent to your nearest HUD Regional Office, not Wash. D.C. You can find your’s here: http://www.hud.gov/offices/hsg/sfh/hoc/hsghocs.cfm
For reference on 203K:
http://www.hud.gov/offices/hsg/sfh/203k/203kabou.cfm
Correspondence 203K Consultant Training: 
www.203kinabox.com
http://www.nachi.org/203k
Online 203k Training:  
http://www-203konline-com.net
http://www.nachi.org/203k
HUD 203k Lenders Listed:

http://www.hud.gov/ll/code/llslcrit.cfm  Lenders need to do one HUD 203k loan a year to remain on the active list.  You can use this site to attain active Lenders names and then solicit business by sending the NPI 203k letter and flyer that are both available in your web library.
3) Other government inspections: 

A) There are some inspections on HUD homes, rural properties, and manufactured homes where FHA will order an inspection, and the request will usually come from a lender or Realtor. 
B) There are specifically manufactured home foundation inspections when FHA is financing  manufactured home, and if you have construction experience you may qualify to become an approved foundation inspector for FHA/HUD, so check with FHA on this. It seems that you need to work through an engineering firm. This company is building a network of inspectors to complete these inspections and they provide the training/engineering stamp: http://www.hayman-res.com/inspectornetwork.htm 
C) Some “HUD Homes” (FHA loan foreclosures) are inspected by Special Property Inspection Contractors (SPI).  These are more “walk-through” inspections and more of a field service.  You do not have to be HUD certified to perform these SPI “field service” inspections.   HUD typically does not inspect FHA foreclosed homes (pre-inspections), however, we have heard that HUD might start doing more pre-inspections via field service companies (as of Nov. 2008), so check with the various field service companies to see if there are any inspection opportunities for you, and contact your regional HUD office.
      D) HUD REAC Multifamily Apartment Building Inspections

To learn about REAC inspections that are performed for the government on multifamily housing units for HUD, that are bid via a silent auction for HUD, see the link below: 

http://search.hud.gov/search?q=Reac&sort=date%3AD%3AL%3Ad1&output=xml_no_dtd&ie=UTF-8&oe=UTF-8&client=default_frontend&proxystylesheet=default_frontend&site=default_collection
The U.S. Department of Housing and Urban Development (HUD) conducts up to 30,000 inspections each year of multi-family dwellings they own, mostly apartment buildings for low income residents.  These inspections are coordinated at HUD’s Real Estate Assessment Center (REAC) and are commonly referred to as Physical Assessment (PASS) inspections.
HUD REAC inspections on apartment buildings using the silent auction don’t appear to be as lucrative as they once were, and the dozen or so NPI inspectors who once performed them have backed away from this market.  Call Bill or Kim before you commit to this training and bidding. 

Background: The U.S. Department of Housing and Urban Development (HUD) conducts up to 30,000 inspections each year of multi-family dwellings they own, mostly apartment buildings for low income residents.  These inspections are coordinated at HUD’s Real Estate Assessment Center (REAC) and are commonly referred to as Physical Assessment (PASS) inspections.

· Need to become certified by HUD. 

· Use handheld computer with HUD software.

· Walk-through apartment inspections. 

· HUD one week certification training in Washington, D.C.  

E) HUD/FHA Foreclosures and Property Preservation.  Inspections on FHA home  

      foreclosures and preservation work (trash out’s, lock changes, etc.) are typically    

      performed for Field Service Companies.  See NPI Library for more on this subject and   

      contact NPI for training materials on preservation services. 
Additional information about HUD/FHA--Background on FHA and Existing Homes

Background—The U.S. Federal Housing Administration (FHA) is the lending arm of HUD. Occasionally, a lender or Realtor may ask you if you are FHA qualified or certified, as they sometimes have the misconception that you need to be HUD or FHA certified, qualified or otherwise approved by FHA  to inspect an existing home. Note: there is no such “FHA” inspection or certification needed to inspect existing homes. If you hear this from a Realtor of mortgage lender, they are usually involved in a home sales transaction involving an FHA mortgage and merely need a general home inspection. You may use your regular inspection report and charge your regular inspection fee on buyer inspections.  The inspection fee can be financed by the FHA mortgage but most inspectors will ask for a check/credit card from the home buyer at the time of the inspection, as they do with any general home inspection. 
Note that on each existing home being financed via FHA, an FHA appraisal will be completed. Also, the homebuyer must sign a form with their FHA loan paperwork entitled, “For Your Protection Get An Inspection.”    Because FHA appraisers will generally “flag” certain deficiencies with the property, some home buyers may believe it is an inspection, but it is not a thorough inspection nor conducted to ASHI standards. While this form is a disclaimer/liability shield for FHA, it actually helps promote your general home inspection business. Lenders must have HUD form, OMB No. 2502-0189 “Compliance Inspection Report” completed to verify that any deficiencies flagged by the FHA Appraiser have been corrected. A FHA HUD Approved Fee Inspector is required to sign this form to assure repairs are completed. If you are an FHA Fee Inspector you can perform the verification of repairs and sign the form for the lender. However, be aware that FHA appraisers can perform these inspections, so there may be limited or no opportunities for you charge for completing this form. 
PAGE  
3

