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PURPOSE

This Notice establishes alternate maximum per-unit subsidy limits for the HOME Investment
Partnerships Program due to the discontinuation of the Section 221(d)(3) mortgage insurance
program. HUD Field Office staff and HOME participating jurisdictions (PJs) must follow
this interim policy until HUD publishes a regulation for effect establishing new maximum
per-unit subsidy limits for the HOME Program.

BACKGROUND

Section 212(e)(1) of the National Affordable Housing Act of 1990 (NAHA), as amended,
directed HUD to establish maximum per-unit subsidy limits for the HOME Program that
were no greater than the mortgage limits established for Section 221(d)(3) mortgage
insurance program for elevator-type projects. In the HOME Final Rule issued on March 16,
1991, HUD adopted the mortgage limits under Section 221(d)(3)(ii) of the National Housing
Act (12 U.S.C. 17151 (d)(3)(ii)) as the maximum per-unit subsidy limit for the HOME
Program (hereinafter referred to as the “221(d)(3) limits”). NAHA and the HOME
implementing regulations at 24 CFR 92.250(a) authorized HUD to increase the per-unit
subsidy limit in any “high cost” geographic area by an amount not to exceed 140 percent of
the basic mortgage limit, to the extent that the costs of multifamily housing construction
exceed the basic mortgage limit. Thus, the ceiling for a HOME maximum per-unit subsidy
limit has been 240 percent of the Section 221(d)(3) basic mortgage limit (i.e., 100 percent of
the basic mortgage limit plus 140 percent) in high cost areas.

Through 2012, each year, HUD’s Office of Multifamily Housing updated the Section
221(d)(3) basic mortgage limits and published them in the Federal Register. The Office of
Multifamily Housing also established high cost percentage exceptions (HCP) for specific
areas. The HCP is a multiplier of the basic mortgage limit. Effective 2013, the Section
221(d)(3) mortgage insurance program was discontinued and HUD ceased calculating
separate limits for the program.

Because HUD is no longer updating and publishing limits for the Section 221(d)(3) mortgage
insurance program, HUD is required to undertake rulemaking to establish new maximum
per-unit subsidy limits for the HOME Program. HUD will publish a rule for comment
proposing a new maximum per-unit subsidy limit for the HOME Program. Until a new rule
can be published for effect, HUD is adopting an interim policy directing PJs to use the



Section 234-Condominium Housing basic mortgage limits for elevator-type projects as an
alternative to the Section 221(d)(3) limits in order to determine the maximum amount of
HOME funds a PJ may invest on a per-unit basis in HOME-assisted housing projects. This
interim policy remains in effect until the effective date of new final rule provisions amending
the existing provisions of 24 CFR 92.250(a).

INTERIM POLICY

To ensure that HOME maximum per-unit subsidy limits continue to be updated annually
until a new regulation for effect can be issued, HUD is establishing an interim policy
requiring PJs to use the Section 234-Condominium Housing, elevator-type, basic mortgage
limits in lieu of the Section 221(d)(3) limits. Similar to the Section 221(d)(3) program, the
Section 234 -Condominium Housing Insurance Program uses statutory per-unit mortgage
limits that vary according to the size of the unit, the type of structure, and the location of the
project. The Section 234 program insures blanket mortgages for the construction or
substantial rehabilitation of multifamily projects to be sold upon completion as individual
condominium units.

Over time, the limits issued by HUD for the Section 234 program have been identical to the
221(d)(3) limits. Consequently, substituting the Section 234 basic mortgage limits for the
Section 221(d)(3) limits until a new final rule can be published is consistent with the intent of
NAHA and the implementing provisions of the HOME Final Rule. To ensure consistency
with the provisions of section 212(e)(1) of NAHA, the HOME maximum per-unit subsidy
limits that HUD can approve for a PJ cannot exceed 240 percent of the Section 234 basic
mortgage limit.

IMPLEMENTATION

HUD’s Office of Multifamily Housing updates the Section 234 basic mortgage limits
annually and publishes them in the Federal Register. The Office of Multifamily Housing
also establishes high cost percentage exceptions (HCP) for specific areas. Each year, HOME
PJs must contact the CPD Division in their local HUD Field Office to obtain the Section 234
basic mortgage limits and, if applicable, the appropriate HCP for their area. Consistent with
NAHA and the HOME regulations at 24 CFR 92.250(a), HUD may authorize a PJ to use the
most recent HCP and corresponding Section 234 mortgage limits, provided the resulting
HOME per-unit subsidy limit does not exceed 240 percent of the Section 234 basic mortgage
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limit. For a PJ whose HCP has been increased above 240 percent, the CPD Division must
cap the HOME per-unit subsidy limit at 240 percent of the Section 234 basic mortgage limit.

The Section 234 basic mortgage limits for 2014 are listed in the table below.

2014 Section 234 — Condominium Housing Limits:
Effective January 1, 2014
Bedrooms Elevator-type Basic Limit
0BR $57,234
1BR $65,611
2BR $79,782
3BR $103,212
4+ BR $113,295

NOTE: The maximum per-unit subsidy limit applies to the location of the HOME-assisted
unit, not to the PJ. Consequently, when two PJs (e.g., the State PJ and a local PJ) are
investing HOME funds in the same project, they must ensure through cost allocation and
other means, that the total HOME investment in the project does not exceed the maximum
per unit subsidy for the area in which the property is located, and that the period of
affordability imposed on the project reflects the per unit subsidy from both PJs.

DETERMINING THE MAXIMUM HOME PER-UNIT SUBSIDY LIMIT

A. PJ listed on the High Cost Percentage Exception List

The HOME regulations state that HUD will allow the per-unit subsidy amount to be
increased on a program-wide basis to an amount, up to 240 percent of the original per-
unit limits, to the extent that the costs of multifamily housing construction exceed the
Section 221(d)(3) limits. Under this guidance, the Section 234 basic mortgage limits are
used in place of the Section 221(d)(3) limits.

For PJs that are listed on the High Cost Percentage Exception List issued by HUD’s

Office of Multifamily Housing, in order to
determine the HOME maximum per-unit
subsidy limit, multiply the Section 234 X (multiplied by)

Section 234 Elevator-type Basic Limit (by BR size)

elevator-type basic limit for the HCP %
: : = HOME Maximum Per-Unit
corresponding bedroom size by the HCP Subsidy Limit

(the HCP should be a percentage). The
resultant dollar value will be the HOME maximum per-unit subsidy limit for that



bedroom size. As a reminder, for a PJ whose HCP has been increased above 240 percent,
the HOME per-unit subsidy limit is capped at 240 percent of the Section 234 basic
mortgage limit. Therefore, the HCP multiplier must be 240 percent.

Example 1 - HOME PJ HCP is > 240%

Richmond, VA — HCP of 263%
Bedrooms Section 234 Basic (Elevator- HCP HOME Maximum Per-Unit
type) Limit Subsidy Limit
0BR $57,234 240% $137,361.60
1BR $65,611 240% $157,466.40
2BR $79,782 240% $191,476.80
3BR $103,212 240% $247,708.80
4+ BR $113,295 240% $271,908.00

When calculating the HOME maximum per-unit subsidy limit in Example 1, the PJ’s
high cost percentage is greater than 240 percent therefore the HCP must be capped at 240
percent. For example, the HCP for Richmond, Virginia in 2014 was 263 percent.
Therefore, in order to calculate the one-bedroom HOME maximum per-unit subsidy limit
in Richmond, Virginia, the one-bedroom basic limit of $65,611 is multiplied by the
capped HCP of 240 percent for a HOME maximum per-unit subsidy limit of
$157,466.40. The HOME maximum per-unit subsidy limits for other bedroom sizes in
this area are calculated in a similar manner.

Example 2 - HOME PJ HCP is > 100%, but < 240%

Nashville, TN — HCP of 234%
Bedrooms Section 234 Basic (Elevator- HCP HOME Maximum Per-Unit
type) Limit Subsidy Limit
0BR $57,234 234% $133,927.56
1BR $65,611 234% $153,529.74
2BR $79,782 234% $186,689.88
3BR $103,212 234% $241,516.08
4+ BR $113,295 234% $265,110.30

In Example 2, the PJ’s high cost percentage is less than 240 percent; therefore, the full
published HCP may be used as the multiplier. For example, the HCP for Nashville,
Tennessee in 2014 was 234 percent. Therefore, in order to calculate the two-bedroom
HOME maximum per-unit subsidy limit in Nashville, Tennessee, the two-bedroom basic
limit of $79,782 is multiplied by the HCP of 234 percent for a HOME maximum per-unit
subsidy limit of $186,689.88. The HOME maximum per-unit subsidy limits for other
bedroom sizes in this area are calculated in a similar manner.



VI.

B. PJ not listed on the High Cost Percentage Exception List

When a PJ is not listed on the most recently published High Cost Percentage Exception
List, the HOME maximum per-unit subsidy limit is equal to the Section 234 basic limit.

Example 3 - HOME PJ is not on the HCP List

Detroit, Ml
Bedrooms Section 234 Basic HOME Maximum Per-Unit
(Elevator-type) Limit Subsidy Limit
0BR $57,234 $57,234
1BR $65,611 $65,611
2BR $79,782 $79,782
3BR $103,212 $103,212
4+ BR $113,295 $113,295

For example, the three-bedroom HOME maximum per-unit subsidy limit in Detroit,
Michigan is $103,212, which is equal to the Section 234 basic limit of $103,212. The
Section 234 basic limit is used in this example because Detroit, Michigan is not identified
on the High Cost Percentage Exception List issued by HUD’s Office of Multifamily
Housing. The HOME maximum per-unit subsidy limits for other bedroom sizes in this

area are calculated in a similar manner.

CONTACT INFORMATION

HOME PJs with questions about this Notice may contact their local HUD CPD Field Office,
contact information may be found at: https://www.hudexchange.info/manage-a-program/cpd-

field-office-directory/. CPD Field Offices should direct their questions to HUD’s Office of

Affordable Housing Programs.

Attachments
Attachment 1 — 2014 Annual Base City High Cost Percentage

Attachment 2 — 2014 Annual Indexing of Basic Statutory Mortgage Section 234 Limits



https://www.hudexchange.info/manage-a-program/cpd-field-office-directory/
https://www.hudexchange.info/manage-a-program/cpd-field-office-directory/
http://portal.hud.gov/hudportal/documents/huddoc?id=14-14ml.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-06-17/pdf/2014-14170.pdf

