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(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, which appears in the 

Finding Aids section of the printed volume 
and at www.fdsys.gov. 

§ 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; 

VerDate Mar<15>2010 08:52 Jul 14, 2014 Jkt 232083 PO 00000 Frm 00168 Fmt 8010 Sfmt 8010 Y:\SGML\232083.XXX 232083pm
an

gr
um

 o
n 

D
S

K
3V

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



159 

Office of Assistant Secretary for Housing, HUD § 203.19 

(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 
house price in such area. Without lim-
iting the discretion of the Commis-
sioner in fashioning appropriate meth-
ods of implementing the foregoing au-
thority in particular circumstances 
based upon a demonstration of good 
cause satisfactory to the Commis-
sioner, in areas where evidence satis-
factory to the Commissioner indicates 
that existing home sales outnumber 
new home sales by three-to-one or bet-
ter, the median sales price will be cal-
culated as the greater of (1) the aver-
age of the median sales price for new 
and existing homes, and (2) the com-
posite median price of all sales. 

(Approved by the Office of Management and 
Budget under control number 2502–0302) 

[45 FR 76377, Nov. 18, 1980, as amended at 47 
FR 917, Jan. 7, 1982; 49 FR 12697, Mar. 30, 1984; 
49 FR 14338, Apr. 11, 1984; 53 FR 8880, Mar. 18, 
1988; 56 FR 18947, Apr. 24, 1991; 58 FR 41002, 
July 30, 1993; 59 FR 13882, Mar. 24, 1994; 60 FR 
16033, Mar. 28, 1995] 

§ 203.18c One-time or up-front mort-
gage insurance premium excluded 
from limitations on maximum mort-
gage amounts. 

After determining any maximum in-
surable mortgage amount under the 
provisions of this subpart, the max-
imum insurable amount of any mort-
gage may be increased by the amount 
of any one-time or up-front mortgage 
insurance premium that will be fi-
nanced as part of the mortgage. 

[57 FR 15211, Apr. 24, 1992] 

§ 203.18d Minimum principal loan 
amount. 

A mortgagee may not require, as a 
condition of providing a loan secured 
by a mortgage insured under this part, 
that the principal amount of the mort-
gage exceed a minimum amount estab-
lished by the mortgagee. 

[53 FR 8880, Mar. 18, 1988] 

§ 203.19 Qualified mortgage. 

(a) Definitions. As used in this sec-
tion: 

(1) Average prime offer rate means an 
annual percentage rate that is derived 
from average interest rates, points, and 
other loan pricing terms currently of-
fered to mortgagors by a representa-
tive sample of mortgagees for mort-
gage transactions that have low-risk 
pricing characteristics as published by 
the Consumer Financial Protection Bu-
reau (CFPB) from time to time in ac-
cordance with the CFPB’s regulations 
at 12 CFR 1026.35, pertaining to prohib-
ited acts or practices in connection 
with higher-priced mortgage loans. 

(2) Annual percentage rate is the meas-
ure of the cost of credit, expressed as a 
yearly rate, that relates the amount 
and timing of value received by the 
mortgagor to the amount and timing of 
payments made and is the rate re-
quired to be disclosed by the mortgagee 
under 12 CFR 1026.18, pertaining to dis-
closure of finance charges for mort-
gages. 

(3) Points and fees has the meaning 
given to ‘‘points and fees’’ in 12 CFR 
1026.32(b)(1) as of January 10, 2014. Any 
changes made by the CFPB to the 
points and fees definition may be 
adopted by HUD through publication of 
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