@ongresys of te Pnited States
MWashington, DC 20515

Jone7, 2012

Honorable Shaun Donovan

Sectetaty

Depattment of Housing and Utban Development
Washington, DC 20410

Deai Secretaty Donovan;

We aie wiiting to expiess concetns with the Depattment’s policies regarding FHA approval
standards for condominiums, We believe that by madifying its existing condominium policies FFIA
can better serve this important sectot of the housing market,

Ini oder to purchase a condominium unit with FHA-insuted mottgage financing, a buyer must
meet FHA’s botrower underwsiting requirements and ensute the coridominium association has beeg
apptoved by FHA. Undet cuttent progeam sules, this twe patt underwriting process places significant
butdens-on piospective liomebuyeis, existing hiomieowiets, and condominiutn associations-alike, We
strongly suppott the goals of ensuring the financial viability of these properties, and avetting costs to

American taxpayess; butwe believe that some of thesé fules-may not be justified by sisk, and miy

eliminate options fot qualified homebuyers, and fusther extend out nation’s howsing crisis.
Some of the'specifictules to.consider:

o Delinquent assessments — Condominium boards must cettify that no more than 15%
of units are 30 days ot iate: aelinquent in their payment of ét’s,é‘éss'm‘entsz- This
tequirement does not take into-consideration the overall health of the association, which
inay have competisated for delinguencies by building reserves ot taking other steps to
ensure that delinquencies ate not impacting theit financial stability, Sotne state laws
prohibit eollection of delinguent assessments until 2 Jtet threshold (60 ot 90 days) and
most association _g._ove'm_ﬁn_g documents do riot consides niit ownets to he delinguent
until 600t 90 days, This combination of state law-and traditional industty practice
latgelyi eliminates the ability for these condominiums 6 ackieve FHA appoval. Finally,
FHA includes delinquencies associated with “Real Bstate Owned” (REO) in.the 15% of
units: calenlation. Assesstnetits for REO ate rately teceived by-associations in a timely
mannet, which is-a laige obstacle to association compliance with FHA sequirerents.

© Onerons cestification requitements - Applicants submitting for FHA apptoval mnst
certify that the condominium assogiation complies with all loeal and state latvs, Fven
after due diligence, very fow legal professionals, let alotie volutiteet hoatd membets, ate
wﬂﬁiig;tq provide such certification; Furthermore, the cettification contains a-future
tepotting sequitement. The penalty for false certification dnd failute to sepott (of up to
30 yeas in prison and a maximum of $1 milllion) can be patalyzing to often voluntect-
Jed bodrds..
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©  Ownet-occupancy requitement —FHA requires thata condomitiinm be at least 50%
owier occupied for any unit to be.soldito a buyes using FHA-insured mortgage
financing, The ownet-occupaticy limitation includes all REO.used as renital propetty.
Tlus cxeates s;tgmﬁcant pmblems f01 owners w1shmg to sell: theu' unit, p'u tlcul'uly in

an ownet is. pmchasmg thc umt as then punm) 1es1d(.nce As '111 FHA puLchqsels are,
owttet-occupants this requirement is likely duplicative and should be ¢liminated.

o Commetcial space — FHA prohibits loans in anty property that has mote than 25%
comincrcial space. This requirement is outdated and conteary to the popular “towen
center” thodel of planning that provides benefits to consumers and businesses by
creating a synetgy of services. It is also contiaty to HUD’s policy agenda of promoting
neighborhoods with 4 mix of tesidential housing, necessary setvices, and access to
public: transit,

Amending the ritles for condominium appoval, as suggested above, will betiefit all parties in
the transaction. Condominium associations will become more stable, homeowners will be able
to sell theit units, homebuiyess will have mote opportunities to putchase affordable propetties,
and lendets-will be able to move mote REO propertics off theirbooks, We uige you to revise
these rules. Wé thatik you fot your consideration and look forward to yout timely tesponse.

Sincerely;

Emasuel Cleavey

Mike Fitzpateick
Membet of Congress Member of Congress
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