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MORTGAGEE LETTER 99-38
TO: ALL APPROVED MORTGAGEES
SUBJECT: Single Family Loan Production - Increase in FHA Maximum Mortgage Limits

This Mortgagee Letter provides the year 2000 comprehensive update to the FHA mortgage limits and adjusts FHA's mortgage limits (floors and ceilings) as a result of increases in Freddie Mac’s conforming loan limits.  The information contained in this Mortgagee Letter is effective on January 1, 2000, and applies to mortgages insured under the following Sections of the Act: Section 203(b), 203(h), 203(i), 203(k), 203(n), 223(e), and 234(c).


Recent legislation amended Section 203(b) of the National Housing Act to provide a technical correction for the calculation of FHA mortgage limits.  As amended, section 203(b) mandates that no mortgage limit (including limits for 2, 3 and 4 unit properties) can be lower than the greater of (1) the limit in effect on the date of the enactment of the Departments of Veterans Affairs and Housing and Urban Development and Independent Agencies Appropriations Act for Fiscal Year 1999 (Public Law 105-276 dated October 21, 1998) or (2) 48 percent of the dollar limitation determined by Freddie Mac for a residence of applicable size.  Consequently, the Department has reviewed all of the mortgage limits and these adjustments are also part of the 2000 comprehensive update.  

FHA's mortgage limits are set by county and are tied to increases in the loan limits established by Freddie Mac in accordance with Section 203 (b) (2) (A) of the National Housing Act, as amended (12 U.S.C 1709).  On  November 29, 1999, Freddie Mac announced that it will increase its single family mortgage loan limits for year 2000.  These Freddie Mac loan limits can be viewed on the Internet at:

http://www.freddiemac.com/news/archives1999/2000limt.htm

Therefore, FHA’s new basic nationwide mortgage limits (“the floor”) will be as follows: 




One-Unit
$121,296




Two-Unit
$155,232


Three-Unit      $187,632


Four-Unit        $233,184
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           FHA’s mortgage limits in high cost areas ("the ceiling") may increase to 87 percent of Freddie Mac's conforming loan limits for a residence of applicable size.  In areas where the mortgage limit is above the FHA floor, the single unit loan limit will be equal to the lesser of 95 percent of the area median house price or the statutory ceiling, i.e. the 87 percent of Freddie Mac's limit.  It should be noted that the comparison calculation has been performed for all maximum mortgage limits, including the separate 2-4 family unit limits.  As stated earlier, the Department also compared this calculation with the mortgage limits in effect prior to the enactment of the FY 1999 Appropriations Act.

FHA's new statutory ceilings for high cost areas are:


One-Unit
$219,849


Two-Unit
$281,358


Three-Unit
$340,083


Four-Unit
$422,646

Attached to this Mortgagee Letter is a list (Attachment 1) of the high cost areas that are eligible for the single unit mortgage limit at the new statutory ceiling.  Also attached is a list (Attachment II) of mortgage limits for all areas including non-metro counties that have a single unit mortgage limit above the new FHA floor of $121,296.  Any area not listed on Attachment II has a single unit mortgage limit of $121,296.
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. This results in possible new ceilings of  $329,774, $422,037, $510,125 and $633,969 for one-, two-, three-, and four-family dwellings, respectively.  The comparison calculations have also been performed for these areas.  

A complete schedule of  FHA mortgage limits for all areas is available through the Internet at:  

 https://entp.hud.gov/cgi-bin/websql/idapp/html/hicostlook.hts 

If you are unsure if a county is within one of the MSAs listed on the attachment, you should check the Internet site listed above 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/OMB/bulletins/metro.pdf

Homeownership Centers, pursuant to the Commissioner's redelegated authority set forth in Mortgagee Letter 95-27, may add to the list of FHA limits above the floor as appropriate.  Any interested party may submit a request to the appropriate Homeownership Center for the mortgage 
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limits to be increased in a particular area.  The request must contain sufficient housing sales price data listing all or nearly all of the one-family properties sold in the area for a period of time.  The time period will vary depending on the volume of sales.

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,


William C. Apgar




Assistant Secretary for Housing-

            Federal Housing Commissioner

Attachments

