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What is the Maximum Mortgage Amount on a 203K loan? 

 

The mortgage amount when added to any other existing indebtedness against the property cannot 
exceed the applicable loan-to-value ratio and maximum dollar amount limitations prescribed for 
similar properties under Section 203(b)*. Maximum FHA purchase Loan To Value (LTV) is 96.50% 
of the purchase price. Currently the FHA maximum for San Diego County homes is $697,500. 

The down payment requirements are the same as under the Section 203(b)* program. 

The Mortgage Payment Reserve is considered a part of the cost of rehabilitation for determining the 
maximum mortgage amount. 

The form HUD-92700 (Maximum Mortgage Worksheet) must be used to determine the maximum 
mortgage amount.  

*  203(b) loan defined: It is a Standard FHA-insured fixed-interest rate mortgage loans for 1 to 4 unit family residential 
properties. The loan program features the ability to have down payments as low as 3.5%  and to finance closing costs as 
part of the loan. There are limitations on the maximum size loan that can qualify. The limitations change over time and by 
geographic area. 

 

(A)  Maximum Mortgage Calculation on a 203K loan  

REFINANCE: 

Based on the lesser of: 

1) The existing debt on the property before rehabilitation, plus the estimated cost of rehabilitation  
and allowable closing costs or 

2) The lesser of the “As-Is” value plus rehabilitation costs or 110 percent of the “After-Improved” 
value multiplied by the appropriate LTV factor.  

 

Note:  If the property was owned less than one year, the acquisition cost plus the documented 
rehabilitation costs must be used.  

 

http://portal.hud.gov/hudportal/documents/huddoc?id=DOC_13002.pdf


PURCHASE: 

The maximum mortgage amount is based on the lesser of listed items (1) or (2) multiplied by the 
appropriate LTV factor.  

(1) The “as-is”  value or the purchase price of the property before rehabilitation, whichever is less, 
plus the estimated cost of rehabilitation or 

(2) 110 percent of the “after-improved” value of the property.  

(B)  Cost of Rehabilitation  

Expenses eligible to be included in the cost of rehabilitation are materials, labor, contingency reserve, 
overhead and construction profit, up to six (6) months of mortgage payments, plus expenses related 
to the rehabilitation such as permits, fees, inspection fees by a qualified home inspector, licenses and 
consultant and/or architectural/engineering fees. 

The cost of rehabilitation may also include the supplemental origination fee which the mortgagor is 
permitted to pay when the mortgage involves insurance of advances, and the discounts which the 
mortgagor will pay on that portion of the mortgage proceeds allocated to the rehabilitation. 

(C)  Exemption of the Market Value Limitation:  

The 203(k) regulations allow for a waiver request of the market value limitation, which allows the 
appraiser to go outside the targeted area to obtain the value of comparable properties. Such requests 
must be forwarded to the Assistant Secretary of Housing-Federal Housing Commissioner at the HUD 
Headquarters. 

Requests must include:  documentation that the following conditions are present: 

(1) The property is located within an area which is subject to a community sponsored program of 
concentrated redevelopment or revitalization. 

(2) The market value loan limitation prevents the use of the program to accomplish rehabilitation 
in the subject area. 

(3) The interests of the borrower and the Secretary of HUD are adequately protected. 

(D)  Solar Energy Increase:  The mortgage is eligible for an increase of up to 20% in the maximum 
insurable mortgage amount if such an increase is necessary for the installation of solar energy 
equipment. 

The solar energy system's contribution to value will be limited by its replacement cost or by its effect 
on the value of the dwelling. 

(E)  Energy Efficient Mortgage Program   

Under the FHA EEM Program, a borrower can finance into the mortgage 100 percent of the cost of 
eligible energy efficient improvements, subject to certain dollar limitations, without an appraisal of the 
energy improvements and without further credit qualification of the borrower.  

To be eligible for inclusion into the mortgage, the energy efficient improvements must be "cost 
effective," i.e., the total cost of the improvements (including maintenance costs) must be less than the 
total present value of the energy saved over the useful life of the improvements. 
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