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(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) If the dwelling was completed 1
year or less from the date of the mort-
gage insurance application, an amount
equal to 90 percent of the appraised
value, unless the dwelling is covered by
a builder warranty meeting the re-
quirements of § 203.14;

(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
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
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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
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
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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
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.

EFFECTIVE DATE NOTE: 1. At 64 FR 14569,
Mar. 25, 1999, § 203.18 was amended by revising
paragraph (a), the introductory text of para-
graph (b), paragraph (d)(1)(i), and paragraph
(f)(4)(ii), effective Apr. 27, 1999. For the con-
venience of the user, the superseded text is
set forth as follows:

§ 203.18 Maximum mortgage amounts.
(a) Mortgagors of principal or secondary resi-

dences. A mortgage executed by a mortgagor
who is to occupy the property as a principal
residence or as a secondary residence (as
these terms are defined in paragraph (f) of
this section) may not exceed the lesser of the
amounts specified in paragraphs (a)(1) and
(2), (a)(1) and (3), or (a)(1) and (4) of this sec-
tion (whichever applies), as follows:

(1)(i) In the case of a 1-family residence, 95
percent of the median 1-family house price in
the area, as determined by the Secretary; in
the case of a 2-family residence, 107 percent
of the median price; in the case of a 3-family
residence, 130 percent of the median price, or
in the case of a 4-family residence, 150 per-
cent of the median price; or

(ii) 75 percent of the dollar amount limita-
tion determined under section 305(a)(2) of the
Federal Home Loan Mortgage Corporation
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Act for a residence of the applicable size; ex-
cept that the applicable dollar amount limi-
tation in effect for any area under this para-
graph (a)(1) may not be less than the dollar
amount limitation in effect under paragraph
(a) of this section for the area on May 12,
1992.

(2) Loan-to-value limitation—principal resi-
dence—no approval before construction. If the
mortgage covers a dwelling that is to be oc-
cupied as a principal residence (as defined in
paragraph (f)(1) of this section) and the
dwelling was not approved for mortgage in-
surance before the beginning of construction,
the loan-to-value ratio may not exceed 90
percent of the appraised value of the prop-
erty as of the date the mortgage is accepted
for insurance, unless the dwelling:

(i) Was completed more than one year be-
fore the date of the mortgage insurance ap-
plication; or

(ii) Was approved for guaranty, insurance,
or a direct loan by the Secretary of Veterans
Affairs before the beginning of construction;
or

(iii) Is covered by a consumer protection or
warranty plan acceptable to the Secretary
that meets the requirements of §§ 203.200–
203.209.

(3) Loan-to-value limitation—principal resi-
dences—approval before construction. If the
mortgage covers a dwelling that is to be oc-
cupied as a principal residence (as defined in
paragraph (f)(1) of this section) and the
dwelling is approved for mortgage insurance
before the beginning of construction, or the
dwelling meets one of the alternative condi-
tions listed in paragraph (a)(2) of this sec-
tion, the following loan-to-value ratios
apply:

(i) If the appraised value of the property
does not exceed $50,000, the loan-to-value
limitation is 97 percent of the appraised
value of the property as of the date the
mortgage is accepted for insurance.

(ii) If the appraised value of the property
exceeds $50,000, the loan-to-value limitation
is 97 percent of the first $25,000 of the ap-
praised value of the property as of the date
the mortgage is accepted for insurance, and
95 percent of the appraised value in excess of
$25,000, but not in excess of $125,000, and 90
percent of the value in excess of $125,000.

(iii) If the mortgagor qualifies as a veteran
(see paragraph (b) of this section), the loan-
to-value limitation is the lesser of (A) 100
percent of the first $25,000 of the appraised
value of the property as of the date the
mortgage is accepted for insurance, plus 95
percent of the appraised value in excess of
$25,000, but not in excess of $125,000, and 90%
of the value in excess of $125,000; or (B) the
sum of the appraised value not in excess of
$25,000 and the items of pre-paid expense ap-
proved by the Commissioner, minus $200,
plus 95 percent of the appraised value in ex-

cess of $25,000, but not in excess of $125,000,
and 90% of the value in excess of $125,000.

(4) Loan-to-value limitation—secondary resi-
dences. If the mortgage covers a dwelling
that is to be occupied as a secondary resi-
dence (as defined in paragraph (f)(2) of this
section), the loan-to-value ratio may not ex-
ceed 85 percent of the appraised value of the
property as of the date the mortgage is ac-
cepted for insurance.

(b) Veteran qualifications. The special vet-
eran terms provided in paragraph (a) of this
section shall only be applicable to a mort-
gage covering a single family dwelling exe-
cuted by a mortgagor who submits to the
Commissioner one of the following certifi-
cations:

* * * * *

(d) * * *
(1) * * *
(i) 75 percent of the dollar limitation on

the principal obligation for a one-family res-
idence under paragraph (a)(1)(i) of this sec-
tion. This limit may be increased by up to 20
percent, if necessary to account for the in-
creased cost of the residence due to the in-
stallation of a solar energy system, as de-
fined in § 203.18a(b).

* * * * *

(f) * * *
(4) * * *
(i) * * *
(ii) Borrower-paid closing costs allowed

under § 203.27(a)(1)–(3), except that neither
sales price nor closing costs shall apply for
purposes of paragraph (g) of this section.

* * * * *

2. At 64 FR 14574, Mar. 25, 1999, § 203.18 was
amended by revising paragraph (a)(3), effec-
tive Apr. 27, 1999. For the convenience of the
user, the superseded text is set forth as fol-
lows:

§ 203.18 Maximum mortgage amounts.
(a) * * *
(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 insurance applica-
tion and the dwelling is neither approved be-
fore the beginning of construction or covered
by an acceptable consumer protection or
warranty plan as provided in section
203(b)(2)(B) of the National Housing Act; or

* * * * *

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

§ 203.18(a) may be increased by up to 20
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