U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

WASHINGTON, D.C.  20410-8000

August 1, 2001

OFFICE OF THE ASSISTANT SECRETARY

FOR HOUSING-FEDERAL HOUSING COMMISSIONER

MORTGAGEE LETTER 2001-17

TO:
ALL FHA APPROVED MULTIFAMILY MORTGAGEES

SUBJECT:   Availability of Credit Subsidy in FY 2001

This letter supersedes Mortgagee Letter 01-10 and my memorandum to the Hubs and Program Centers of June 28,2001.

As you probably know, the $40 million credit subsidy supplemental appropriation requested by the Department was not approved by the Congress.  Only a small amount of credit subsidy will be available for the remainder of FY 2001, which is not sufficient to cover all of the outstanding commitments in the Headquarters queue.  Therefore, we are taking the following actions:

1.
Issuance of Firm commitments at the 80 basis point MIP - the July 2 interim rule and notice increasing the MIP is effective on August 1, 2001 for the below listed programs requiring positive credit subsidy.

· Section 22 1 (d) (3) apartments or cooperatives.

· Section 22 1 (d)(4) HOPE VI transactions, with or without Low Income Housing Tax Credits.

· New Construction /Substantial Rehabilitation apartments (Sections 207, 220, 221 (d)(4), 231 financed without low income housing tax credits) (Section 221(d)(4) insured loans financing MAHRA debt restructurings do not require credit subsidy from appropriated funds).

· Section 207 manufactured home parks.

· Section 241 supplemental loans for improvements/additions to apartments only, financed with or without Low Income Housing Tax Credits.

· Section 223(d) operating loss loans for apartments and health care).

However, because of the lack of credit subsidy, Hubs and Program Centers cannot issue or reissue commitments for the above programs until FY 2002 upon specific direction from Headquarters.  Hubs/program centers may continue to issue FHA Firm Commitments, with prior Headquarters approval, for the other FHA programs which do not require credit subsidy.

2.
Obligation of credit subsidy for the Headquarters queue of 50 basis point commitments - Headquarters will notify Hubs of the outstanding commitments, which will receive an obligation of credit subsidy from the amounts made available for the remainder of FY 2001.  Hubs/program centers will advise the mortgagee in writing by letter amendment to the commitment when credit subsidy has been obligated for the project mortgage.  The letter amendment will extend the expiration date of the FHA firm commitment to the credit subsidy expiration date on the approval form the Hub /program center received from Headquarters.  Those commitments with obligated credit subsidy can be extended by the Hub/program center for 60 days, if the underwriting conclusions are still valid.  The Hub/program center can extend the outstanding commitment an additional 30 days (a total 90 day extension) only when the mortgagee provides evidence of an interest rate lock to the Hub/program center and closes within the final 30 day extension.  Hubs/program centers are authorized to approve early starts for such projects which received Headquarters notification of credit subsidy, if they meet all FHA requirements for early starts.

3.
Expiration of the Headquarters queue of 50 basis point commitments, which do not receive credit subsidy - Headquarters will notify Hubs of the outstanding commitments in the queue which will not receive an obligation of credit subsidy in FY 2001.  These commitments will not be extended by the Hubs/program centers and therefore will expire on the expiration date.  Mortgagees may request reopening of the expired commitments in accordance with 24 CFR 200.40(g), but the reopening request application must be submitted at the 80 basis point MIP.  Whether or not the Hub/program center reissues a commitment at the 80 basis point MIP, the reopening fee will be refunded. (Projects in the queue that receive reissued commitments at the 80 basis point MIP, for Sections 221(d)(3), 223(d) operating loss loans and 241 for apartments, will retain their place in line for obligation of credit subsidy when the FY 2002 credit subsidy becomes available.) If mortgagees do not request reopening of the expired commitments within the 90-day reopening period, the mortgagee must pay a new application fee that will not be refunded.

4.
Submission and review of mortgage insurance applications - Mortgagees may continue to submit pre-applications and mortgage insurance applications (MAP or TAP) for the programs subject to the higher MIP.  Hubs/program centers will accept and review/process such applications and continue to issue MAP Invitation Letters, SAMA Letters and Feasibility Letters.  Hubs/program centers may continue to review/process Firm Commitment applications.  However, no FHA Firm Commitments for these programs may be issued until FY 2002 when the Hubs/program centers receive the specific direction from Headquarters mentioned in #1 above.

5. Extensions/amendments of outstanding commitments with credit subsidy Hubs/program centers may extend outstanding commitments with obligated credit subsidy only when the underwriting conclusions are still valid.  Hubs/program centers can 
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only extend an outstanding commitment up to 90 days when the mortgagee has submitted evidence of an interest rate lock and closes within the last 30-day extension.  Hubs/program centers cannot issue amended commitments that increase the mortgage amount since there is no credit subsidy available to cover commitment increases.

6.
Approval of Mortgage Increases - Headquarters is retaining a small set-aside of credit subsidy in FY 2001 to cover mortgage increases at final endorsement.  Hubs should continue to submit credit subsidy requests for such increases to Headquarters Funding Control in accordance with outstanding procedures.

Sincerely,

John C. Weicher

Assistant Secretary For Housing - Federal









Housing Commissioner
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