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                                                         February 13, 2002

                                                                                      MORTGAGEE LETTER 2002-04

To:  ALL FHA APPROVED MULTIFAMILY MORTGAGEES 

SUBJECT:  Issuance of FHA Multifamily Mortgage Insurance Commitments, Availability    

                      of Credit Subsidy and Mortgage Increases in FY 2002

FHA has established the following policies for the operation of FHA multifamily mortgage insurance programs in FY 2002:

1.  Issuance of Firm Commitments at the 80 Basis Point Mortgage Insurance Premium

     (MIP) – Hubs/Program Centers can continue to reissue and issue FHA Firm

Commitments with prior Headquarters case-by-case authorization for the below listed programs which do not require credit subsidy:   

· HOPE VI Projects (Sections 220, 207, 221(d)(4), 231)

· New construction/substantial rehabilitation apartments (Sections 207, 220, 221(d)(4), 231) financed without Low Income Housing Tax Credits (LIHTC)

· Section 207 manufactured home parks

2.  Issuance of Firm Commitments at the 50 Basis Point MIP - Hubs/Program Centers

can continue to issue and reissue FHA Firm Commitments with prior Headquarters case-by-case authorization for the below listed programs which do not require credit subsidy:

· New construction/substantial rehabilitation apartments (Sections 207, 220, 221(d)(4), 231) financed with LIHTC and without HOPE VI

· Section 232 health care 

· Section 241(a) additions/improvements to Section 232 projects 

· Section 213 cooperatives 

· Section 234(d) condominiums

3.  Issuance of Firm Commitments at the 80 Basis Point MIP requiring Credit 

Subsidy – In FY 2002, credit subsidy will be allocated for the following programs with the specified rates (percentage of mortgage amount):

· Section 221(d)(3)                                                     8.89%

· Section 241(a) for apartments                                28.16%

· Section 223(d) operating loss/apartments              19.34%

· Section 223(d) operating loss /232 health care      19.34%

After funding the Section 221(d)(3), Section 241(a) and Section 223(d) projects in the FY 2001 Headquarters credit subsidy queue, the following amounts will be available for new Firm Commitments for the specific programs listed:

· Section 221(d)(3)                                              $4,998,387

· Section 241(a) for apartments                            4,533,272                     

· Section 223(d) for apartments                               377,000                  

· Section 223(d) for 232 health care                        283,839

Increases in Firm Commitment mortgage amounts will not be considered for projects receiving credit subsidy in FY 2002. 

Hubs/Program Centers can now issue/reissue Firm Commitments for

Sections 221(d)(3), 241(a) for apartments and 223(d) operating loss loans at the 80 Basis Point MIP, provided they receive prior case-by-case Headquarters authorization.  Once authorized, the Firm Commitments will be issued subject to the availability of credit subsidy.  When the FHA Firm Commitments for the above programs have been accepted by the mortgagee and mortgagor and returned to the Hub/Program Center, the Hub can request credit subsidy.  Requests from Hubs will be funded in order based on the date and time the request is received in Headquarters. Hubs/Program Centers will advise you in writing when credit subsidy has been obligated for your project mortgage.  The letter amendment will extend the expiration date of the Firm Commitment to the expiration date of the credit subsidy.

When Headquarters determines that a program set-aside has been depleted to the level that there is not enough credit subsidy left in a program set-aside to fund the next available project, the Department will skip to the next request which can be funded.  When only a small amount of credit subsidy remains available in a program set-aside, the Department will notify the industry and halt HUD's acceptance of new MAP preapplications and SAMA/Feasibility applications and issuance of SAMA/Feasibility and MAP Invitation Letters and Firm Commitments for that program. 

4.  Extensions/amendments of Outstanding Firm Commitments with Credit Subsidy    

Extension policies are the same as in FY 2001.  Hubs/Program Centers can extend Outstanding Firm Commitments with obligated credit subsidy for 60 days from the original credit subsidy expiration date provided the Hub/Program Center determines that the underwriting conclusions are still valid.  Hubs/Program Centers can provide one final 30 day extension (a total of 90 days maximum extension) only if the mortgagee provides evidence of an interest rate lock and closes within the final 30 day extension.  Firm Commitments unable to close within the allowable extension periods cannot be extended and, therefore, will expire and the credit subsidy will be recaptured.  

5.  Mortgage Increases at Final Endorsement – Additional credit subsidy is still 

required for mortgage increases on project mortgages (e.g., 221(d)(4)) that required credit subsidy at initial endorsement.  The credit subsidy rate for the increase is the rate at which credit subsidy was obligated for the initially endorsed mortgage amount.  Due to the limited amount of credit subsidy available for mortgage increases from prior year carryover, Headquarters review and prior approval will be required for mortgage increases for projects that required credit subsidy at initial endorsement.  If Headquarters does not obligate credit subsidy for the mortgage increase, FHA Hubs/Program Centers cannot insure the mortgage increase.        






____________________________________

John C. Weicher

Assistant Secretary for Housing – 

   Federal Housing Commissioner   
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