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Regulations Division

Office of General Counsel

U.S. Department of Housing and Urban Development

451 7th St. S.W. - Room 10276

Washington, DC 20410-0500

Re:
Certain Multifamily Mortgage Insurance Premiums


Docket No. FR-4679-N-13

Dear Sir or Madam:


I am writing to express my strong opposition to the Notice entitled Changes in Certain Multifamily Mortgage Insurance Premiums (Docket No. FR-4679- N-13) published in the Federal Register on October 18, 2007.  The Notice proposes to increase significantly the mortgage insurance premium (MIP) on several FHA multifamily mortgage insurance programs but does not provide any justification or rationale for such increases.  

My company is located in ___________ and we (develop/finance/manage) properties located (throughout the country or specify state or region). We specialize in (apartments for families/elderly).  The FHA insurance programs are an important vehicle for financing the production of affordable rental housing.  HUD has worked hard to improve the FHA multifamily programs, in actions such as instituting the Multifamily Accelerated Processing (MAP) program and refining the economic model used to establish the appropriate MIPs.   

The current economic model that HUD uses to set MIPs takes into account all of the factors related to the risks and costs associated with FHA-insured multifamily loans to set the MIP at a level sufficient to protect the integrity of the Guaranteed Insurance/Special Risk Insurance fund (GI/SRI).   As mentioned, HUD has made several refinements to the model over the past few years to ensure that the MIPs are accurate and appropriate.   Together with MAP, these improvements have resulted in an increased supply of affordable housing, more business for FHA and a stronger, financially sound portfolio for HUD.


In FY 2006, 2005, and 2004, there were reductions in the MIPs for most programs based on this model.  HUD proposed to increase the MIP by 32 basis points for FY 2007 but received strenuous objections from the housing industry and Congress.  HUD left the MIP at its FY 2006 level.  Now, HUD offers no explanation for why, after several years of reductions, the MIPs must be increased so significantly.  There has been no dramatic change in the stability of the FHA-insured multifamily loans or dramatic increases in foreclosures, which might indicate the need for a higher MIP.   The only conclusion to be made is that HUD is raising the MIPs to generate revenue because of federal budget constraints.

Raising the MIP will have significant adverse consequences.  Some developments will no longer be feasible because the developer will need much more equity up-front, which may not be available.  Secondly, if developers press forward without being able to raise additional equity, rents will have to be increased.  In some cases, developers may determine that their best course of action is to seek alternative financing options and build luxury rental housing instead of affordable housing.  


Another important consideration is that, as the FHA program becomes viewed as unreliable and subject to change at the whim of an Administration seeking more revenue, owner/developers will abandon the program for other financing options that may not be as attractive, but are more reliable. All of this will result in less income for FHA and will leave FHA with the riskier properties. This will affect the long-term viability of the FHA programs.


The FHA programs have a strong history of providing workforce housing.   My company is committed to developing affordable housing.  The proposed MIP increase will adversely affect my business and my company’s participation in the FHA insurance programs.  It will (give specific examples, like cause me to charge rents that are higher, make specific projects infeasible because of the significantly higher equity contribution required, or cause me to use other, more affordable financing options).


It is unfair and unreasonable to increase the costs for the FHA multifamily programs, which provide affordable rental housing for families and elderly citizens, simply to generate additional revenue for the government.  Low and moderate income tenants should not be asked to bear the burden of paying for other federal programs through higher rents.  This is simply a tax increase on these families.  The MIP increases are bad public policy and bad for the many families and elderly Americans who need affordable rental housing.  I strongly urge you to reject the MIP increases specified in this Notice and retain the current MIPs for these programs.  






Sincerely,   
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