December 13, 2013

The Honorable Carol Galante
Federal Housing Administration Commissioner and Assistant Secretary for Housing
U.S. Department of Housing and Urban Development
451 7th Street S.W.
Washington, DC 20410

Re: Mortgagee Letter 2013-43
Dear Commissioner Galante:
I am writing today on behalf of the more than 160,000 members of the California
Association of REALTORS® (C.A.R.) to request that the Federal Housing Administration
(FHA) and the U.S. Department of Housing and Urban Development (HUD) reconsider
the 2014 FHA loan limits. Specifically, the use of "indexing the county level prices
starting in 2008" and instead look to maintain existing FHA policy by utilizing the highest
median price over time across all counties in a metropolitan statistical area (MSA). The
impact of the announced 2014 FHA loan limits will reduce the ability of homebuyers to
access safe and affordable mortgage loans. The fallout will be reduced homebuyer
participation by first-time, minority, and low- and moderate-income homebuyers. Lastly,
the implementation of FHA's announced 2014 loan limits are a complete reversal of
eighty years of housing policy and run contrary to the very mission of the FHA. We ask
that FHA and HUD, in line with its mission and past policy, maintain housing stability by
keeping the MSA median home prices at previous levels (except where median home
prices have increased), while still allowing for the new loan limit calculations to take effect
(115-percent of an area's median home price capped at 150-percent of the conforming
loan limit).
C.A.R. believes HUDs reasoning in ML 2013-43 is incorrect and self-contradicting when it
states "HUD uses indexing of county level prices starting in 2008, the year that current
statutory authorities for FHA loan limit determination were enacted." When Congress
passed the Housing and Economic Recovery Act (HERA, Public Law 110-289) nowhere
does it state in SEC. 2111 that median home prices must be determined based on 2008's
median home prices. This statement is also immediately contradicted in the next
sentence where HUD says "when determining high-cost-area limits, HUD defines the
highest median price over time as well as across counties" (emphasis added). FHA's
and HUD's decision to use 2008 as a starting point for indexing median home prices is
unreasonable approaching arbitrary; the law does not mandate, imply, infer or even
reference such an idea; the median price is determined by the Secretary that is what the
law says.
This would also be in line with existing HUD and FHA precedence of holding MSA's
harmless when their median home prices decline. C.A.R. is unable to recall any time in

recent history when FHA lowered an MSA loan limit because its median home price had
declined. FHA has always used "the highest median price over time as well as across
counties"; as stated in ML 2013-43.
C.A.R. cannot overstate the negative impact that using the 2008 MSA median home
prices will have on California's housing market. For California, 2008 was the very
beginning of the great recession, which included a collapse of housing prices. In
California, the December 2007 median home price was $480,820, in December 2008 the
median home price had dropped to $283,060, a decline of 41 percent. In addition, 2008
was not only the beginning, but perhaps the worst of the recession with credit markets
frozen, demand plummeting, prices dropping, banks failing and the eventual bailout of the
nation's largest companies. Because of this, HUD and the FHA should look to maintain
the Economic Stimulus Act of 2008 median home prices unless an MSA's median has
increased since then, a decision well within their authority.
If HUD and the FHA allow the proposed 2014 loan limits to be implemented, California
would see an average decline of $101,092 in its counties, an average decline of 20percent. The role and mission of the FHA has always been to stabilize housing markets,
and maintain an affordable and stable supply of mortgage capital. This loan limit decline
will have the opposite effect on California's housing market just as it is beginning to
stabilize.
Thank you for considering our concerns. C.A.R.'s members hope HUD and the FHA will
reconsider the 2014 FHA loan limits and maintain existing policy, which has and is
stabilizing the nation's housing market. We would be happy to discuss any of these
issues further with you and your staff, please contact Matt Roberts, C.A.R. Federal
Governmental Affairs Manager at matthewr@car.org or by phone at 213-739-8284.
Sincerely,

Kevin Brown,
C.A.R. President
Cc: California Congressional Delegation
Shawn Donavan; Secretary, Department of Housing and Urban Development
Steve Brown; President, National Association of REALTORS®

