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Ms. Diana R. Serna
Director

Urban County Program
1916 Tesoro Blvd.
Pharr, TX 78577

SUBIJECT: 95% Area Mediail Purchase Price

Dear Ms. Serna,

We are responding to your letter of July 10, 2008, in which you requested
clarification regarding HOMEfires — Vol. 9, No. 3, issued March 2008. In your letter you
requested clarification regarding the use of the actual 95% area median price or the e
higher pre-stimulus 203(b) limit for your area. You are correct that you may choose to
use either the actnal 95% of median price or the higher pre-stimulus 203(b) limit. This
interim policy continues to remain in effect and may change once HUD issues the
proposed rule noted in the HOMEfires.

Should you have any additional questions, please feel free to contact Ms. Marie
Hettler, Sr. CPD Representative, at 210-475-6800, ext. 2294,

Sincerely,

John T. Maldonado
Director

Office of Community Planning
and Development




URBAN COUNTY PROGRAM

1916 TESORO BLVD. ® PHARR, TEXAS 78577 & (956) 787-8127 FAX (956) 787-5291
E-mail uep@bizrgv.rr.com

July 10, 2008

U.S. Department of Housing and Urban Development (HUD)
Community Planning and Development (CPD) Division
Marie Hettler

CPD Representative

106 S. St. Mary’s Suite 405

San Antonie, TX 78205

RE: 95% Area Median Purchase Price
Dear Mrs. Hetiler,

The Hidalgo County Urban Ceunty Program (UCP) is requesting clarification regarding
the Single Family Mortgage Limits (203(b)) / 95% median purchase price / after-
rehabilitation value limits.

24 CFR 92.254(a)(2)(iii)

Final Rule section 92.254(a)(2)(iii) states that “if the PJ intends to use HOME funds for
homebuyer assistance or for rehabilitation of owner-occupied single-family properties,
the PJ may use the Single Family Mortgage Limits under Section 203(b):of the National
Housing Act (12 U.S.C.1709(b)) (which may be obtained from the HUJD Field Office)”.

HOMEfires —Vol. 9 No. 3. March 2008

This HOMEfire talks about the temporary 203(b) limits (expires January 2009)
authorized by the Economic Stimulus Act of 2008 (Public Law 110-185) as the
maximum purchase price or after-rehabilitation value limits. The Interim Policy states
“PJs whose actual 95% of area median sales price is below the pre-stimulus 203 (b) limits
may choose to continue to use the higher limit during this interim period”.

Clarification

Based upon the attached spreadsheet, provided in the HOMEfire (see attachment #1),
Hidalgo County’s pre-stimulus limit was $200,160 and the actual 95% of median sales
price is $86,982. Therefore, is it right to conclude that the UCP can utilize the $200,160
as it’s 95% median purchase price/after-rehabilitation value limits resulting in limit of

Equal Housing Opportunity
Equal Employment Opportunity Employer

e



$190,1527 In addition, does the interim period expire January 2009 as indicated in the
HOMEfire?

We certainly appreciate any assistance that you can provide. If you have any questions,
feel free to reach me at (956) 787-8127.

Sincerely,

Ohuns R s

Diana R. Sema
Director
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ftha moitgage limits list

SUCCESS

US. BEPARTMENT GF HOUSING AMD URSAM DEYELOPMERT

-ha mortgage limits list

\_,/ Message: MORTGAGE LIMITS SUCCESSFULLY COMPLETED

Mortgage maximums as of Wednesday April 26, 2006
(1 records were selected, 1 records displayed.)

MSA Name |IMSA Code|[Division||County Name ggggfy State||One-Family| Two-Family| Three-Family|[Four-Family
MCALLEN- /”"‘““‘
EDINBURG-135580 HIDALGO |215  |Tx/] $200,160 >$256 248 {| $309,744 || $384,936
MISSION, ( T ’ ’ ’
TX (MSA) e
Selection criteria
Sorted by: County Code
State: X
County: Hidalgo ._?
County Code: 215 7
MSA Name:
MSA Code:
Last Revised:
The current basic standard mortgage limits for FHA insured loans are:
One-family Two-family Three-family Four-family
$200,160.00  3$256,248.00 $309,744.00 $384,936.00
High cost area limits are subject to a ceiling based on a percent of the Freddie Mac Loan limits
The ceilings are currently:
One-family Two-family Three-family Four-family
$362,790.00 $464.,449.00 $561,411.00 $697,696.00

Section 214 of the National Housing Act provides that mortgage limits for Alaska, Guam, Hawalii, and the
Virgin Islands may be adjusted up to 150 percent of the new ceilings. This results in new ceilings for these areas
of:

One-family
$544,185.00

Two-family
$696,673.00

Three-family
$342,116.00

Four-family

$1,046,544.00

Thus is & listing of the FHA single family mortgage limits. This listing was downloaded from the Department's
Computerized Home Underwriting Management System. Since mortgage limits are updated constantly, please contact
the Homeownership Center if you believe this information is in error.

hitos:/fentn. hud. cov/idann/htmithicost] ofm
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HUD plans to issue a proposed rule to address this issue. Pls and other interested
members of the public will have the opportunity to comment on the policy that
HUD proposes. HUD has issued instructions to its Field Offices regarding the
appropriate limits for PIs to use in their HOME-funded homeownership projects
untit the issuance of a final rule. The guidance is explained below.

Interim Policy

In early February, 2008, FHA issued 203(b) mortgage limits based upon the
methodology that existed before the passage of the Economic Stimulus Act (e.g.,
before the temporary increase in the 203(b) limits became law). PJs may
continue to use these “pre-stimulus” limits as the after-rehabilitation value or
purchase price limit for their HOME homeownership activities. HUD is attaching a
spreadsheet containing these limits for each county in the U.S. For PJs’
information, the spreadsheet also contains the actual 95% of median sales price
for each area to inform them of how their actual 95% of median sales price
compares to the pre-stimulus 203(b) limits. PJs whose actual 95% of area
median sales price is below the pEe t'nfmr} : 03(b) fimit-thay choose to continue
to use the higher limit during k »"' 5 Wh@s'e actual 95% of area
median sales price is higher than CRE-pre—sumulus FHA “ceiling” may choose to
use the higher 95% of area median sales price during this interim period. Pls that
have previously obtained HUD Field Office approval of a P3-determined 95% value
limit using the methodology described in the HOME regulations at 24 CFR 92.254
{a)(2)(iii) may continue to use those locally-determined limits. Again, PJs are
not permitted to adopt the new FHA limits that have been temporarily
increased by .the Ecoréfiic Stimulus Act:-

/I-’l()l‘{_!E 95% area median purchase price limits

Chntent updated April 9, 2008 @ Back to top
FOIA Privacy Web Policies and Impertant Links Home @
‘v«l“"'ﬂf U.S5. Bepartment of Housing and Urban Development
;f' 451 7th Street 5.W., Washington, DC 20410
1*1"1"" Telephone: (202) 708-1112 TTY: {202) 708-1455

Fint e address of a HUD office near you

‘Dlaﬂ
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Community Planning & Development

HOMEfires - Vol. 9 No. 3, March 2008

Q: Can Participating Jurisdictions (PJs) use the temporary
Section 203(b) limits authorized by the Economic Stimulus_
Act of 2008 (Public Law 110-185) as the maximum
purchase price or after-rehabilitation value limits for their
HOME-assisted homeownership housing? If not, what
limits should PJs use?

=

A. No. PJs cannot use the higher Section 203(b) limits approved for use in the
Federal Housing Administration (FHA) Single Family Mortgage insurance program
this year, because doing so would violate the HOME statute,

Background

Section 215(b) of the Cranston-Gonzalez National Affordable Housing Act requires
that the value of homeownership units assisted with HOME funds not exceed 95
percent of the area median purchase price or after-rehabilitation for single family
housing, as determined by the HUD Secretary. The HOME final rule at 24 CFR
92.254(a)(2)(iii) permits PJs to use the FHA Single Family Mortgage Limits under
203(b) of the National Housing Act (12 U.S.C. 1709(b)) as the 95% of median
value limit for HOME-assisted homeownership housing. (This provision of the
HOME final rule also permits a P] to determine its own 95% of area median sales
price using a prescribed methodology.)

Section 202 of the Economic Stimulus Act of 2008 (Public Law 110-185), enacted
on February 13, 2008, authorizes HUD to temporarily increase the Section 203(b)
limits up to 125 percent of the median single family house price for the area.
Because the 203(b) limits recently issued by FHA for its single family mortgage
program exceed 95 percent of median sales price, they cannot be used for the
HOME Program. These temporary mortgage limits will expire in January 2009, if
Congress does permanently increase them as part of planned FHA reform.

The annual 203(b} limits are based on 95% of area median sales prices, except
that there are national fioor and ceiling loan amounts for low- and high-cost areas
which are percentages of conforming foan limits. Over time, statutory changes
have increased the 203(b) floor, rendering the 203(b) limits a less than reliable
surrogate for P1s’ 95% of area median sales prices. The 2007 FHA single family
loan limit floor was $200,050 ~ substantially more than 200% of the median sales
price in many areas. The 2007 nationat FHA loan limit ceiling of $362,790 was far
below the actual 95% of median sales price in many high cost areas. As a
consequence of these changes, HUD must reconsider the appropriateness of the
203(b) limit's use as a purchase price or after-rehabilitation value limit for the
HOME program.



court proceeding by the owner against the tenant. The tenant, however, may be
obligated to pay costs if the tenant loses.

c. Termination of tenancy. An owner may not terminate the tenancy or refuse to renew the
lease of a tenant of rental housing assisted with HOME funds except for serious or
repeated violation of the terms and conditions of the lease; for violation of applicable
Federal, State, or local law; for completion of the tenancy period for transitional housing;
or for other good cause. To terminate or refuse to renew tenancy, the owner must serve
written notice upon the tenant specifying the grounds for the action at least 30 days
before the termination of tenancy.

d. Tenant selection. An owner of rental housing assisted with HOME funds must adopt
written tenant selection policies and criteria that:

1. Are consistent with the purpose of providing housing for very low-income and low-
income families;

#
2. Axe reasonably related to program eligibility and the applicants’ ability to perform
the obligations of the lease;
%
3. Provide for the selection of tenants from a written waiting list in the chronological
order of their application, insofar as is practicable; and
4. (Give prompt written notification to any rejected applicant of the grounds for any %

rejection.

§ 92.254 Qualification as Affordable Housing: Homeownership

a. Acquisition with or without rehabilitation. Housing that is for acquisition by a family
must meet the affordability requirements of this paragraph (a).

1. The housing must be single-family housing.
2. The housing must be modest housing as follows:

i.  Inthe case of acquisition of newly constructed housing or standard housing,
the housing has a purchase price for the type of single family housing that does
not exceed 95 percent of the median purchase price for the area, as described
in paragraph (a)(2)(ii1) of this section.

it.  In the case of acquisition with rehabilitation, the housing has an estimated
value after rehabilitation that does not exceed 95 percent of the median
purchase price for the area, described in paragraph (a)(2)(iii) of this section.

i, If a participating jurisdiction intends to use HOME funds for homebuyer
assistance or for rehabilitation of owner-occupied single-family properties, the
participating jurisdiction may use the Single Family Mortgage Limits under
Section 203(b) of the National] Housing Act (12 U.S.C. 1709(b)) (which may
be obtained from the HUD Field Office) or it may determine 95 percent of the
median area purchase price for single family housing in the jurisdiction, as

&Y



