90 day FHA rule has been lifted for 1 year to speed resales of foreclosed homes
The tightened credit requirements have made FHA-insured mortgage financing the only possible way to get a loan for many potential homebuyers. With conventional financing requiring 5%,10% to 20% down payment, FHA is one of  the most attractive way for a buyer to purchase a home with 3.5% down payment. Many times the buyer asks the seller to pay their closing costs because they are using up all of their savings for the down payment.
The rule in the past would not allow a seller to take an FHA offer until the home has been on the market for 90 days. FHA would not insure the loan so the buyer could not use FHA financing. Here in San Tan Valley many buyers would use the 100% USDA loan to get around this requirement but not all buyers qualify for this type loan. They have a tight minimum credit score along with a maximum on the buyers income and they cannot have owned a home in the last 3 years plus some other requirements as well.
Many investors purchase a property and immediately get their crews in the home to paint, sometimes replace carpets, and make numerous repairs so that they can have the property ready to put back on the market for sale in just a few weeks. While working with buyers watching every new listing that comes on the market, the buyers get very frustrated when the seller will not take an offer for 90 days just because of their financing ability.  I had one buyer lose a home he loved to another 100% USDA  loan that was actually less than my buyer had offered. I had 1 buyer offer on 10 homes before we finally got an accepted offer. With the 90 day rule an FHA qualified buyer is limited on the homes he can purchase. Foreclosed homes in which investors are paying cash, short sale homes that take a long time to close on, and very few resales under the $100,000. range here in San Tan Valley.

FHA research has come to the determination that acquiring, rehabilitating and the reselling of foreclosed homes to prospective buyers often takes less than 90 days. Prohibiting the use of FHA mortgage insurance for a subsequent resale within 90 days of acquiring the property adversely impacts the willingness of sellers to allow contracts from potential  FHA buyers because they must consider holding costs and the risk of vandalism associated with leaving the home to sit vacant for over 90 days until they can accept an FHA offer.

The Obama administration recognizes that we need to speed up the resale of foreclosed properties and has placed a waiver in effect February 1, 2010 and is effective for one year, unless otherwise extended or withdrawn by the FHA Commissioner. This waiver will lift the 90 day restriction rule.  To protect FHA borrowers against predatory practices of “flipping” where properties are quickly resold at higher prices to unsuspecting borrowers, this waiver is limited to those sales meeting the following conditions:
· All transactions must be arms-length, with no identity of interest between the buyer and seller or other parties participating in the sales transaction. 

· In cases in which the sales price of the property is 20 percent or more above the seller's acquisition cost, the waiver will only apply if the lender meets specific conditions. 

· The waiver is limited to forward mortgages, and does not apply to the Home Equity Conversion Mortgage (HECM) for purchase program. 

Specific conditions and other details of this new temporary policy are in the text of the waiver available on HUD”S website which is  www.HUD.org.

