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Recent legislation amended Section 203(b) of the National Housing Act to provide for increased mortgage limits under FHA's single family mortgage insurance programs.  The information contained in this Mortgagee Letter is effective immediately and applies to mortgages insured under the following Sections of the Act: Section 203(b), 203(i), 203(n), 203(k), 203(h), 223(e), and 234(c).  Section 203(b) of the National Housing Act is amended by:





1)  Establishing that the nationwide basic mortgage limits ("the floor") for 1-4 family unit properties may not be less than 48 percent of the dollar limitation of the Federal Home Loan Mortgage Corporation ("Freddie Mac") Act for a residence of appropriate size.





	As a result of this new law, FHA's new basic nationwide mortgage limits will be as follows:





One-Unit	$109,032


Two-Unit	$139,512


Three-Unit	$168,624


Four-Unit	$209,568





2)  Establishing that the mortgage limits in high cost areas ("the ceiling") may increase to 87 percent of the dollar amount limitation as determined under section 305 (a)(2) of the Federal Home Loan Mortgage Corporation Act for a residence of applicable size.  In these high cost areas, the loan limit will be equal to the lesser of 95 percent of the area median house price or the statutory ceiling for the high cost areas.  It should be noted that many of the formerly "capped" high cost areas appearing in
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Mortgagee Letter 97-49, will not reach this new statutory ceiling.  Some of these former high cost areas will have mortgage limits above $170,362 (the previous statutory ceiling) but less than the new ceiling of $197,621.





As a result of this new law, FHA's new statutory ceilings for high cost areas are:





	One-Unit	$197,621


	Two-Unit	$252,866


	Three-Unit	$305,631


	Four-Unit	$379,842





Attached to this Mortgagee Letter is a list of the high cost areas that are eligible for the mortgage limits at the new ceiling (see Attachment I).  Also attached is a list of high cost areas with new increased limits that are greater than the previous statutory ceiling, but less than the new statutory ceiling (see Attachment II).





3)  Establishing that the median 1 family house price for an MSA shall be equal to the median 1 family house price of the county within the MSA that has the highest such median price.  Therefore, the county with the highest median house price in a Metropolitan Statistical Area (MSA) will dictate the mortgage limits of all counties in that MSA.  A list of these affected areas is also attached to this Mortgagee Letter (see Attachment III).  In all cases the limit for any area cannot be below the revised floor.





For all other areas that have current mortgage limits between $109,032 and $170,362, there will be no changes to the current limit.  The single unit mortgage limits for these areas will continue to equal 95% of the area median sales prices.  The Homeownership Centers, pursuant to the Commissioner's redelegated authority set forth in Mortgagee Letter 95-27, may add to the list of high cost areas as appropriate.  Any interested party may submit a request to the Homeownership Center for the mortgage limits to be increased in a particular area.
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Section 214 of the National Housing Act provides that mortgage limits for Alaska, Guam, Hawaii and the Virgin Islands may be adjusted up to 150 percent of the new ceilings, by providing appropriate sales data to the applicable Homeownership Centers.  This results in possible new ceilings for these areas of $296,432, $379,299, $458,447, and $569,763 for one-, two-, three- and four-family dwellings, respectively.  The mortgage limits for one-, two-, three- and four-family dwellings in the Honolulu, Hawaii, MSA are $254,600, $286,760, $348,400 and $402,000, respectively.  The mortgage limits for Alaska, Guam, Virgin Islands and the rest of Hawaii remain unchanged.





A complete schedule of mortgage limits for high cost areas is available through the Internet at http://www.hud.gov/fha/sfh/sfhhicos.html. If you are unsure if a county is within one of the MSAs listed on the attachment, you should check carefully the high-cost listings before closing the mortgage at the revised limit.  For a complete list of all metropolitan counties in the country by MSA, see the following website:





http://www.whitehouse.gov/WH/EOP/OMB/html/bulletins/metro.pdf





Please note that appropriate changes will be made to the Federal Regulations to incorporate the new legislation.  It should be noted that many of the areas that had mortgage limits at the former ceiling of $170,362 (for a one unit property) but due to sales data will not reach the new cap of $197,621, will experience an increase in the mortgage limit for a one unit property.  However, the limits for two, three and four unit properties may increase or decrease.





Areas currently increased due to the MSA county provision may experience increases or decreases in the two, three and/or four unit limits.  In the future, due to the methodology used in calculating mortgage limits above the floor but below the ceiling, some areas may experience unequal changes in two, three and/or four unit limits.
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Finally, the Department anticipates issuing another mortgagee letter in January, 1999 to reflect any adjustments to mortgage limits caused by increases in conforming loan limits announced annually by Federal Home Loan Mortgage Corporation ("Freddie Mac").  As previously mentioned, however, if interested parties have housing sales price data to support an increase in the mortgage limits, they should submit the information to the Homeownership Center.  The Homeownership Centers will process these appeals on a timely basis.





Questions concerning this mortgagee letter or the mortgage limits in a particular area should be addressed to the Homeownership Centers in Atlanta (1-888-696-4687), Denver (1-800-543-9378), Philadelphia (1-800-440-8647) and Santa Ana (1-888-827-5605).














						Sincerely,











						Ira G. Peppercorn


						General Deputy Assistant


						  Secretary for Housing





Attachment


