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the unpaid purchase price of, real es-
tate under the laws of the jurisdiction 
where the property is located, and may 
refer both to a security instrument cre-
ating a lien, whether called a mortgage, 
deed of trust, security deed or another 
term used in a particular jurisdiction, 
as well as the credit instrument, or 
note, secured thereby. 

(2)(i) The mortgage shall be in a form 
meeting the requirements of the Com-
missioner. The Commissioner may pre-
scribe complete mortgage instruments. 
For each case in which the Commis-
sioner does not prescribe complete 
mortgage instruments, the Commis-
sioner 

(A) Shall require specific language in 
the mortgage which shall be uniform 
for every mortgage, and 

(B) May also prescribe the language 
or substance of additional provisions 
for all mortgages as well as the lan-
guage or substance of additional provi-
sions for use only in particular juris-
dictions or for particular programs. 

(ii) Each mortgage shall also contian 
any provisions necessary to create a 
valid and enforceable secured debt 
under the laws of the jurisdiction in 
which the property is located. 

(b) Mortgage multiples. A mortgage 
shall involve a principal obligation in a 
multiple of $1. 

(c) Payments. The mortgage shall: 
(1) Come due on the first of the 

month. 
(2) Contain complete amortization 

provisions satisfactory to the Sec-
retary and an amortization period not 
in excess of the term of the mortgage. 

(3) Provide for payments to principal 
and interest to begin not later than the 
first day of the month following 60 
days from the date the mortgage is ex-
ecuted (or the date a construction 
mortgage is converted to a permanent 
mortgage, if applicable). 

(d) Maturity. The mortgage shall have 
a term of not more than 30 years from 
the date of the beginning of amortiza-
tion. 

(e) Property Standards. The mortgage 
must be a first lien upon the property 
that conforms with property standards 
prescribed by the Commissioner. 

(f) Disbursement. The entire principal 
amount of the mortgage must have 
been disbursed to the mortgagor or to 

his or her creditors for his or her ac-
count and with his or her consent. 

[36 FR 24508, Dec. 22, 1971, as amended at 45 
FR 29278, May 2, 1980; 48 FR 28804, June 23, 
1983; 49 FR 21319, May 21, 1984; 53 FR 34281, 
Sept. 6, 1988; 54 FR 39525, Sept. 27, 1989; 57 FR 
58347, Dec. 9, 1992; 61 FR 36263, July 9, 1996] 

§ 203.18 Maximum mortgage amounts. 

(a) Mortgagors of principal or sec-
ondary residences. The principal amount 
of the mortgage must not exceed the 
lesser of the following amounts that 
apply: 

(1) The dollar amount limitation that 
applies for the area under section 
203(b)(2)(A) of the National Housing 
Act including any increase in the dol-
lar limitation under § 203.29, as an-
nounced in accordance with § 203.18(h); 

(2)(i) The amount based on appraised 
value that is permitted by section 
203(b)(10) of the National Housing Act, 
if that provision is in effect and applies 
to the mortgage; or 

(ii) If section 203(b)(10) is not in effect 
or otherwise does not apply to the 
mortgage, the lesser of the amounts 
based on appraised value that are per-
mitted by section 203(b)(2)(B) of the Na-
tional Housing Act and paragraph (g) 
of this section; 

(3) An amount equal to 90 percent of 
the appraised value, if the dwelling is a 
new home that was completed 1 year or 
less from the date of the mortgage in-
surance application and the dwelling is 
neither approved before the beginning 
of construction or covered by an ac-
ceptable consumer protection or war-
ranty plan as provided in section 
203(b)(2)(B) of the National Housing 
Act; or 

(4) An amount equal to 85 percent of 
the appraised value if the mortgage 
covers a dwelling that is to be occupied 
as a secondary residence (as defined in 
paragraph (f)(2) of this section). 

(b) Veteran qualifications. The special 
veteran terms provided in section 
203(b)(2) of the National Housing Act 
shall apply only if the mortgagor sub-
mits one of the following certifi-
cations: 

(1) A certification issued by the Sec-
retary of Defense establishing that the 
veteran performed extra hazardous 
service while serving in the armed 
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forces for a period of less than 90 days; 
or 

(2) A Certificate of Eligibility from 
the Department of Veterans Affairs es-
tablishing that the person served 90 
days or more on active duty in the 
armed forces (U.S. Army, Navy, Marine 
Corps, Air Force, Coast Guard, the 
Army Reserve, the Naval Reserve, the 
Marine Corps Reserve, the Air Force 
Reserve, the Coast Guard Reserve, the 
National Guard of the United States, 
or the Air National Guard of the 
United States); that he or she enlisted 
before September 8, 1980; and that he or 
she was discharged or released under 
conditions other than dishonorable (a 
copy of the veteran’s discharge papers 
or Form DD–214 shall be submitted 
with the certificate); or 

(3) A Certificate of Eligibility from 
the Department of Veterans Affairs es-
tablishing that the person: 

(i)(A) Originally enlisted in a regular 
component of the armed forces after 
September 7, 1980; or entered on active 
duty after October 16, 1981, and he or 
she had not previously completed a pe-
riod of active duty of at least 24 
months or been discharged or released 
from active duty under 10 U.S.C. 1171; 
and 

(B) Has completed, since enlistment 
or entering on active duty, either: 

(1) Twenty-four months of contin-
uous active duty, or the full period for 
which he or she was called or ordered 
to active duty, whichever is shorter; or 

(2) Any other period of active duty if 
he or she was discharged or released 
from duty under 10 U.S.C. 1171 or 1173; 
was discharged or released from duty 
for disability incurred or aggravated in 
the line of duty; or has a disability 
which the Department of Veterans Af-
fairs has determined to be compensable 
under 38 U.S.C. chap. 11; and 

(ii) Was discharged or released under 
conditions other than dishonorable (a 
copy of the veteran’s discharge papers 
or Form DD–214 shall be submitted 
with the certification). 

(c) Eligible non-occupant mortgagors. A 
mortgage may be executed by an eligi-
ble non-occupant mortgagor (as that 
term is defined in paragraph (f)(3) of 
this section) for up to an amount au-
thorized for the appropriate loan type 
in paragraph (a) of this section except 

where a lesser amount is expressly pro-
vided for in this part. 

(d) Outlying area properties. A mort-
gage covering a single family residence 
located in an area in which the Com-
missioner finds that it is not prac-
ticable to obtain conformity with 
many of the requirements essential to 
the insurance of mortgages in built-up, 
urban areas; or a mortgage covering a 
single family dwelling that is to be 
used as a farm home on a plot of land 
that is two and one-half or more acres 
in size and adjacent to an all-weather 
public road, may not exceed: 

(1) In the case of a mortgagor who is 
to occupy the dwelling as a principal 
residence (as defined in paragraph (f)(1) 
of this section): 

(i) 75 percent of the dollar limitation 
under (a)(1). 

(ii) 97 percent of the appraised value 
of the property as of the date the mort-
gage is accepted for insurance, if: 

(A) The Commissioner approved the 
dwelling for insurance before the be-
ginning of construction; or 

(B) Construction was completed more 
than one year before the date of the ap-
plication for insurance; or 

(C) The Secretary of Veterans Affairs 
approved the dwelling for guaranty, in-
surance, or direct loan before the be-
ginning of construction. 

(iii) If the property does not meet the 
requirements of paragraph (d)(1)(ii) of 
this section, 90 percent of the appraised 
value of the property as of the date the 
mortgage is accepted for insurance. 

(2) In the case of a mortgagor who is 
to occupy the dwelling as a secondary 
residence (as defined in paragraph (f)(2) 
of this section): 

(i) The amount permitted in para-
graph (d)(1)(i) of this section, or 

(ii) 85 percent of the appraised value 
of the property as of the date the mort-
gage is accepted for insurance. 

(e) Disaster victims. A mortgage cov-
ering a single family dwelling, in an 
amount not in excess of the maximum 
dollar limitation specified in paragraph 
(a)(1) of this section (unless a higher 
maximum mortgage amount is author-
ized under § 203.29), and not in excess of 
the lesser of 100 percent of the ap-
praised value of the property or the 
cost of acquisition as of the date the 
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mortgage is accepted for insurance, 
shall be eligible for insurance if: 

(1) The mortgage is executed by a 
mortgagor who is to occupy the dwell-
ing as a principal residence (as defined 
in paragraph (f)(1) of this section); 

(2) The mortgagor establishes that 
the home which he or she previously 
occupied as owner or tenant was de-
stroyed or damaged to such an extent 
that reconstruction or replacement is 
required as a result of a flood, fire, hur-
ricane, earthquake, storm, riot or civil 
disorder or other catastrophe which 
the President has determined to be a 
major disaster; and 

(3) The application for insurance is 
filed within one year from the date of 
such presidential determination, or 
within such additional period of time 
as the period of federal assistance with 
respect to such disaster may be ex-
tended. 

(f) Definitions. As used in this section: 
(1) Principal residence means the 

dwelling where the mortgagor main-
tains (or will maintain) his or her per-
manent place of abode, and typically 
spends (or will spend) the majority of 
the calendar year. A person may have 
only one principal residence at any one 
time. 

(2) Secondary residence means a 
dwelling: (i) Where the mortgagor 
maintains or will maintain a part-time 
place of abode and typically spends (or 
will spend) less than a majority of the 
calendar year; (ii) which is not a vaca-
tion home; and (iii) which the Commis-
sioner has determined to be eligible for 
insurance in order to avoid undue hard-
ship to the mortgagor. A person may 
have only one secondary residence at a 
time. 

(3) Eligible non-occupant mortgagor 
means a mortgagor (or co-mortgagor, 
as appropriate) who is not to occupy 
the dwelling as a principal residence or 
a secondary residence and who is— 

(i) A public entity, as provided in sec-
tion 214 or 247 of the National Housing 
Act, or any other State or local gov-
ernment or agency thereof; 

(ii) A private nonprofit or public en-
tity, as provided in section 221(h) or 
235(j) of the National Housing Act, or 
other private nonprofit organization 
that is exempt from taxation under 
section 501(c)(3) of the Internal Rev-

enue Code of 1986 and intends to sell or 
lease the mortgaged property to low or 
moderate income persons, as deter-
mined by the Secretary; 

(iii) An Indian tribe, as provided in 
section 248 of the National Housing 
Act; 

(iv) A serviceperson who is unable to 
meet the occupancy requirement be-
cause of his or her duty assignment, as 
provided in section 216 of the National 
Housing Act or subsection (b)(4) or (f) 
of section 222 of the National Housing 
Act; 

(v) A mortgagor or co-mortgagor 
under subsection 203(k) of the National 
Housing Act; or 

(vi) A mortgagor who, pursuant to 
§ 203.43(c) of this part, is refinancing an 
existing mortgage insured under the 
National Housing Act for not more 
than the outstanding balance of the ex-
isting mortgage, if the amount of the 
monthly payment due under the refi-
nancing mortgage is less than the 
amount due under the existing mort-
gage for the month in which the refi-
nancing mortgage is executed. 

(4) Appraised value means the sum of: 
(i) The lesser of sales price (with any 

adjustments required by the Secretary) 
or the amount set forth in the written 
statement required under § 203.15; and 

(ii) Borrower-paid closing costs al-
lowed under § 203.27(a)(1)–(3), except 
that closing costs do not apply if sec-
tion 203(b)(10) of the National Housing 
Act is in effect and neither sales price 
nor closing costs apply for purposes of 
paragraph (g) of this section. 

(5) Undue hardship means that afford-
able housing which meets the needs of 
the mortgagor is not available for 
lease, or within reasonable commuting 
distance from the mortgagor’s home to 
his or her work place. 

(6) Vacation home means a dwelling 
that is used primarily for recreational 
purposes and enjoyment, and that is 
not a primary or secondary residence. 

(g) Maximum principal obligation. Ex-
cept for mortgages meeting the re-
quirements of § 203.18(b), § 203.18(e) or 
§ 203.50(f), and notwithstanding any 
other provision of this section, a mort-
gage may not involve a principal obli-
gation in excess of 98.75 percent of the 
appraised value of the property (97.75 
percent, in the case of a mortgage with 
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an appraised value in excess of $50,000), 
plus the amount of the mortgage insur-
ance premium paid at the time the 
mortgage is insured. 

(h) Notice of maximum mortgage 
amount. A maximum mortgage amount 
based on the 1-family median house 
price for an area under paragraph (a)(1) 
of this section may be made effective 
by: 

(1) Providing direct notice to affected 
mortgagees through an administrative 
issuance; or 

(2) Publishing a notice in the FED-
ERAL REGISTER. 

(i) Energy efficient mortgages. The 
principal amount of energy efficient 
mortgages may exceed the maximum 
amounts determined under paragraph 
(a)(1) of this section under conditions 
prescribed by the Secretary in accord-
ance with section 106 of the Energy 
Policy Act of 1992. 

[36 FR 24508, Dec. 22, 1971] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 203.18, see the List of CFR 
Sections Affected in the Finding Aids sec-
tion of this volume. 

§ 203.18a Solar energy system. 
(a) The dollar limitation provided in 

§ 203.18(a) may be increased by up to 20 
percent if such an increase is necessary 
to account for the increased cost of the 
residence due to the installation of a 
solar energy system. 

(b) Solar energy system is defined as 
any addition, alteration, or improve-
ment to an existing or new structure 
which is designed to utilize wind en-
ergy or solar energy either of the ac-
tive type based on mechanically forced 
energy transfer or of the passive type 
based on convective, conductive, or ra-
diant energy transfer or some combina-
tion of these types to reduce the en-
ergy requirements of that structure 
from other energy sources and which is 
in conformity with such criteria and 
standards as shall be prescribed by the 
Secretary in consultation with the Sec-
retary of Energy. 

[45 FR 51770, Aug. 5, 1980] 

§ 203.18b Increased mortgage amount. 
(a) If any party believes that a mort-

gage limit established by the Secretary 
under § 203.18(a)(1) does not accurately 

reflect the median house prices in an 
area, the party may submit docu-
mentation in support of an alternative 
mortgage limit. For purposes of this 
section, an area (1) must be at least the 
size of a county, whether or not the 
area is located within a metropolitan 
statistical area, as established by the 
Office of Management and Budget; and 
(2) may be an area for which the mort-
gage limits established under 
§ 203.18(b)(1) apply. 

(b)(1) The documentation referred to 
in paragraph (a) of this section must 
consist of sufficient housing sales price 
data for the entire geographic area for 
which the request is made to justify an 
alternative mortgage limit. The docu-
mentation should include a listing of 
actual sales prices in the area for all or 
nearly all new and existing 1-family 
homes and condominiums, over a pe-
riod of time varies with sales volume, 
as follows: 

(i) For 500 or more sales per month, a 
one-month reporting period; 

(ii) For 250 through 499 sales per 
month, a two-month reporting period. 

(iii) For less than 250 sales per 
month, a three-month reporting period. 

The listing should contain a brief ad-
dress for each property, its county lo-
cation, its sale price, the month and 
year of its sale, and whether it is new 
or existing. In areas where the ratio of 
existing sales to new sales is three-to- 
one or greater, an increase in the mort-
gage limit may be based on 95 percent 
of the average of the new and the exist-
ing median sales prices. In these areas, 
the documentation referred to in this 
paragraph may also include separate 
median sales prices for both the new 
and existing homes. 

(2) Requests for an increased mort-
gage limit based upon documentation 
of median house prices for the area 
should be sent to the appropriate HUD 
field office. 

(c) In the case of an area where the 
Commissioner determines that the me-
dian one-family house price does not 
reasonably reflect the sales prices of 
newly constructed homes because of an 
existing stock whose value is static or 
declining, the Commissioner may give 
greater weight to the sales prices of 
new homes in determining median 
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