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Honorable Alphonso Jackson

Secretary

Department of Housing and Urban Development
451 7" Street, SW

Washington, DC 20410

Dear Mr. Secretary:

It has come to our attention that the Department of Housing and Urban Development may
publish in the Federal Register, as soon as this Thursday, a substantial increase in the fees FHA
charges for insured multifamily rental housing loans. We write to urge HUD not to publish such
a fee increase at this time.

As you know, on July 30, 117 House members sent you a letter asking HUD not to
implement the FHA multifamily loan fee increase included in HUD’s FY 2008 budget. That
letter pointed out that such fees are not necessary, since these loans produce a negative credit
subsidy absent such fee increases, and that the fee hikes would raise the cost of affordable rental
housing projects and make many proposed projects no longer financially viable. A copy of that
letter is enclosed.

Moreover, just last month, the House approved FHA reform legislation, H.R. 1852, by a
vote of 348 to 72. That bill included a provision, adopted as an amendment in committee by
voice vote, prohibiting any FHA fee (premium) increase unless the HUD Secretary determines,
pursuant to rulemaking, that, absent such increase, a credit subsidy appropriation would be
needed. In addition, that same week, the Senate Banking Committee approved their FHA reform
bill by a vote of 20 to 1, which included a virtual identical prohibition, except that the Senate
provision is only effective through the end of Fiscal Year 2008. These provisions unequivocally
state the will of Congress that FHA multifamily loan fees should not be unnecessarily increased
under the present circumstances in which the program already produces a negative credit
subsidy.

~ In light of the recent turmoil in our mortgage markets and the rise in defaults and
foreclosure, this is not the time to be adding to the cost of producing new affordable rental
housing. Therefore, we respectfully ask you not to adopt this fee increase.

Sincerely,

G. MILLER
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Honorable Alphonso Jackson

Secretary

Department of Housing and Urban Development
451 7 Street, SW

Washington, DC 20410

Dear Mr. Secretary:

We are writing to ask that HUD not implement the proposal in the Fiscal Year (FY) 2008
HUD budget to increase fees on FHA mortgage loans for affordable rental housing units.

The FHA. insured multifamily loan programs are an important source of affordable
financing for construction, rehabilitation, and improvement of affordable rental housing
units across the nation. According to HUD data, these programs insured over 700
developments, helping to provide financing for over 77,000 households, in FY 2006.

The FY 2008 budget proposes increases of more than 35% in the Mortgage Insurance
Premium (MIP) on most Federal Housing Administration (FHA) multifamily bousing
programs. These significant proposed fee hikes would raise the cost of rental housing
projects financed through FHA, which costs would likely be passed along to renters in
the form of higher rents. These fee hikes would also likely mean that many propesed
projects would no longer be financially viable, and would therefore not go forward.

Moreover, the proposed fee increases are not justified from a budgetary point of view,
As the FY 2008 budget shows, these FHLA multifanily mortgage loan programs already
make a “profit” for the taxpayer ~ that is, they show a negative credit subsidy without the
fee hikes. Therefore, imposition of fee increases serves only to raise money for the
general treasury, at the expense of affordable rental housing development.

In an April 9, 2007 letter to Appropriations Chairman Obey and Ranking Member Lewis,
a broad coalition of housing and real estate groups opposed this proposal, referring to it
as a “tax,” and pointing out that the proposal is similar to one from last year’s FY 2007
budget. That letter makes the point that “Increasingly, these programs also are a vital
mechanism for ensuring decent, safe and affordable apariments for the many teachers,
nurses and municipal workers who cannot afford to live close to where they work.
Placing added costs on the FHA multifamily insurance program will increase already
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escalating costs of development and preservation and will compound the problems facing
those attempting to create and preserve the narion’s workforce rental housing stock.”

In addition, last year’s Committee Report for the House FY 2007 TTHUD appropriations
bill included report language expressing concern about last year's similar proposal fo
raise FHA multifamily rental fees. That report stated that “The Commitiee sees no merit
in the Administration's argument that these morigage premiums should be raised
because these programs have wnot clearly demonstrated efféctiveness in meeting
affordable housing goals.” The report further stated that “Ruising program costs can
only diminish the contribution of these programs in expanding lower cost housing
opportunities,” and that “imposing further constrainis on FHA renial housing
development makes little sense.”

We appreciate the fact that HUD took no action last yeer to implement these fee hikes.
However, we write in opposition to such fee increases being proposed again this year,
and urge HUD not to take action this year on this proposal.

Sincerely,
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