Congress of the Wniten States
Washington, DE 20515

October 13, 2015

The Honorable Julian Castro

Secretary

U.S. Department of Housing and Urban Development
451 7" Street, S.W.

Washington, DC 20410

Dear Secretary Castro:

On June 7, 2012, sixty-nine Members of the House of Representatives sent a letter asking HUD Secretary
Donovan to revise the existing FHA condo rules so that “FHA can better serve this important sector of the
housing market.” In September 2012, HUD published temporary guidance implementing minor
provisions and promised more robust changes. Unfortunately, these temporary changes have not increased
access to FHA loans for condominium purchases. Additional policy changes are necessary to protect the
viability of the condo market.

FHA places significant restrictions on the purchase and sale of condominiums, even though they are often
the most affordable homeownership option for first-time buyers, small families, urban and older
Americans. Condos also offer residents access to the amenities, services, and public transportation that
can build stronger communities and promote sustainable homeownership.

The FHA certification process can be daunting, especially for smaller properties and those without
professional management. It takes significant time and resources to collect the required information and
provide the necessary paperwork to become certified, and this must be done every two years. Based on
HUD’s own data, only 20 percent of condominiums that have previously been approved for FHA
financing are currently approved, and it is estimated that this is less than 10 percent of the overall condo
market.

In addition to the certification process, the FHA’s required owner-occupancy ratio is often difficult to
meet. The ratio requirement can actually result in an increased number of leased units because owners
who need to sell are forced to rent if their buildings are not FHA certified. In comparison, the GSEs have
no owner-occupancy requirements for condo properties. Mixed use and commercial space within the
buildings also continue to be another problem. Although FHA’s temporary rules allow exceptions for
buildings with commercial space, few, if any, of these buildings have been approved.

Continued enhancements to FHA’s condominium rules will ensure that condominium associations
become more stable, that homeowners will be able to sell their units and homebuyers will have more
opportunities to buy affordable properties. The undersigned urge you to remove these barriers to
homeownership and allow condominiums to remain an affordable option for American families.

Mike Fitzpatrick
Member of Congress
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