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Chapter One

Section 8 Renewal Guide

Since the mid-1990’s, when long-term project-based Section 8 contracts began expiring,
Section 8 policy has evolved dramatically. For several years, the Department issued Notices
and other guidance to implement new policy related to renewing expiring Section 8
contracts and preserving affordable housing in a piecemeal fashion.

In order to make Section 8 policy more effective and accessible for HUD’s partners, this
guide provides comprehensive guidance for renewing expiring Section 8 project-based
contracts. It incorporates the procedures contained in previous Section 8 expiring contract
Housing Notices, along with a number of changes. As a living document, over time this
guide is expected to contain nearly all of the information related to the renewal of expiring
Section 8 contracts.

In order to respond to the evolving nature of Section 8 renewal legislation and policy, the
format of this Guide provides the opportunity to accommodate changes through revisions
of one or more sections without a complete revision of the entire document. As is the case
with HUD Handbooks, when legislation or policy decisions warrant modifications to this
guide, HUD will issue the revisions and make them available to all users. Only those
portions of the guide that are affected by the change will be modified. This Guide is
available on the web at www.hudclips.org.

It is noted that the instructions in this guide apply to all Contract Administrators who are
responsible for overseeing Section 8 project based contracts. This includes Contract
Administrators who have performance based contracts with the Department. Contract
Administrators with performance based contracts are also required to follow the Guidebook
for the Section 8 Contract Administration Initiative issued to them by the Office of
Housing Assistance Contract Administration Oversight.

For purposes of assisting users, a Glossary of the terms used throughout this guide can be
found at Attachment 1.
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CONTENTS OF THIS GUIDE

Chapter 1. Introduction

This Chapter provides the legislative history of the Multifamily Assisted Housing
Reform and Affordability Act (MAHRA). It also provides a chronological listing of
HUD's rule making and administrative policies for implementing statutory requirements
associated with Section 8 expiring contract renewals.

Chapter 2: Contract Renewals

This chapter outlines the various ways a contract can be renewed and provides six
options available to owners with expiring Section 8 contracts. It defines initial and
subsequent renewals and explains how rent adjustments are made during the term of a
multi-year section 524 contract. This chapter also discusses contract terms, rent
calculations for short-term renewals and instructions for combining contracts.

Chapter 3: Owner Option One, Mark-Up-To-Market

This Chapter provides instructions for renewing a contract under the Mark-Up-To-
Market option. It identifies who is eligible for renewal under this option and how to
process the renewal request. Owners must meet certain eligibility criteria which are
outlined in the chapter. This chapter also provides information on how to calculate
owner distributions and future rent adjustments.

Chapter 4. Owner Option Two, Other Contract Renewals with Current Rents At or

Below Comparable Market Rents

This Chapter provides instructions for renewing a contract in cases where a contract’s
current rents are at or below comparable market rents but the contract is not being
renewed using the mark-up-to-market option. It outlines who is eligible to renew under
this option and identifies documentation to be submitted by the owner to
HUD/Contract Administrators for review. It also provides processing instructions and
guidance for future rent adjustments.

Chapter 5, Owner Option Three, Referral to the Office of Multifamily Housing

Assistance Restructuring (OMHAR)

This Chapter discusses the procedures by which a project with rents above comparable
market rents is referred to the Office of OMHAR for processing and renewal. The
chapter identifies items an Owner must submit with their renewal request and it outlines
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what steps will be taken by OMHAR if a restructuring agreement is not reached between
the owner and OMHAR.

Chapter 6, Owner Option Four, Renewal of Projects Exempted From OMHAR

This Chapter identifies “exception” projects. Exception projects are ineligible for
OMHAR and as such, they are exempt from having to conduct rent comparability
studies and lower rents to comparable market rents. This chapter outlines the Owners’
renewal submission requirements and provides instructions for initial and subsequent
renewals.

Chapter 7, Option Five, Renewal of Portfolio Reengineering Demonstration or
Preservation Projects

This chapter details how to renew a contract that has been through the Demonstration
program. It provides instructions for renewal in cases where the project had its rents
reduced and or had its mortgage restructured and it provides instructions for processing
a renewal in instances where the project failed to have a rent reduction or debt
restructuring. It also provides guidance for renewing Preservation contracts according to
the approved Plan of Action (POA).

Chapter 8, Option Six, Opt-Outs
This Chapter provides instructions for processing Owner opt-outs. Opt-outs are
expiring Section 8 project-based contracts whose owners elect not to renew the contract.
This Chapter identifies owners’ responsibilities to the tenants and provides processing
instructions.

Chapter 9, Rent Comparability Studies (RCS)

This Chapter provides instructions for conducting and reviewing rent comparability
studies.

Chapter 10, Residual Receipts

This Chapter identifies the steps that must be taken, when appropriate, to assure that
residual receipts are returned to HUD.

Chapter 11, Resident Issues

This Chapter outlines all of the steps that must be followed to assure that tenants are
protected during the renewal process. This chapter defines housing conversion actions
and identifies notification requirements an owner must meet. It also describes the
differences between a regular voucher and an enhanced voucher.
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Chapter 12, Physical Condition of the Property

This Chapter discusses how a project’s physical condition impacts the contract renewal
process.

Chapter 13, HUD'’s Refusal to Renew/Section 8 Contract Owner’s Dispute and
Appeal of Rejection

This Chapter outlines the circumstances under which HUD may refuse to renew an
expiring Section 8 contract, and it provides Owners with an appeal process to follow in
cases where their request to renew is rejected.

Chapter 14, RHS/515 Projects
This Chapter outlines how to renew a Farmers Home 515 project.
Chapter 15, Nonprofit Rent Increases

This Chapter outlines the procedure for providing budget-based rent increases to
nonprofit owners. The Chapter identifies eligibility requirements for “marking up to
budget” and provides instructions for future rent adjustments.

Chapter 16, Other Issues

This Chapter discusses miscellaneous issues that have not been included in previous
chapters of this guide. This Chapter includes rent increases for non-Section 8 rents,
and REMS reporting requirements. It also addresses the effect of refinancing FHA
insured properties on Mark-to-Market eligibility and how any new debt should be
addressed in a projects operating budget.

LEGISLATIVE HISTORY

Section 1-1

A. The Multifamily Assisted Housing Reform and Affordability Act of 1997
(MAHRA), Title V of the HUD Fiscal Year 1998 Appropriations Act, Pub. L. 105-
65, was enacted on October 27, 1997. This was a major change as MAHRA
established new policies for the renewal of Section 8 project-based contracts based
on market rents instead of the Fair Market Rent (FMR) standard. For most insured
projects with rents above market, the Act transferred Section 8 processing functions
from the Multifamily Hubs and Program Centers to the Office of Multifamily
Housing Assistance Restructuring (OMHAR). For further information on renewals
by OMHAR, see Chapter Five.
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In general, MAHRA required that expiring Section 8 project-based contracts be renewed
under Section 524(a)(1) or 524(a)(2).

1. Section 524(a)(1) renewals required a Rent Comparability Study (RCS). If the RCS
indicated rents were at or below comparable market rents, the contract was renewed
at current rents adjusted by OCAF, unless the Owner submitted documentation
justifying a budget-based rent increase or participation in mark-up-to-market In no
case could renewal rents exceed comparable market rents. If the RCS indicated rents
above comparable market rents, the contract was referred to OMHAR for debt
restructuring and/or rent reduction.

2. Section 524(a)(2) renewals were for projects identified as “exception” projects that
were not eligible for OMHAR. In some cases these projects had rents greater than
market. No RCS was required except for certain FHA insured projects whose
contracts were being renewed under 524(a)(2)(E) (projects that do not qualify as
eligible multifamily housing projects pursuant to section 512(2) of MAHRA).
Examples of projects that do not qualify as eligible multifamily housing projects
pursuant to Section 512(2) of MAHRA include a project that is not subject to a
HUD-held or insured mortgage; or, a project that has FHA mortgage insurance or is
HUD-held with rents at or below comparable market rents.

B. The Preserving Affordable Housing for Senior Citizens and Families Into the 21st
Century Act of 1999, Titles Il and V of the HUD Fiscal Year 2000 Appropriations Act,
Pub. L. 106-74, was enacted on October 20, 1999. This legislation made modifications
to the previous Section 8 renewal policies and established specific provisions for rent
adjustments in subsequent years after an initial renewal under MAHRA. On December
29, 1999, Notice H99-36 was issued to implement these changes. Specifically,

1. The Act modified Sections 524(a)(1) and 524(a)(2) of the original MAHRA. Projects
that previously fell under section 524(a)(1), are now covered under section 524(a),
and projects that previously fell under section 524(a)(2), are now covered by section
524(b).

2. Preservation projects and Portfolio Reengineering Demonstration projects are for
the first time specifically addressed by sections 524(e)(1)a and 524(e)(2).

3 Notice H99-36 created six renewal options for Owners to choose from when
renewing their expiring Section 8 contracts. These options are detailed
throughout this Guide.

C. The Quality Housing and Work Responsibility Act (QHWRA) of 1998, Title V of
HUD?’s Fiscal Year 1999 Appropriations Act, enacted on October 21, 1998, made
only minor modifications to the tenant notification requirements stated in
MAHRA. On May 27, 1999, HUD issued Notice H 99-08 implementing these
changes. Specifically, QHWRA:
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1. Required Owners who intended to renew their expiring Section 8 contract to
notify their tenants of their intent to do so. This requirement was amended
by subsequent legislation (see Chapter Eleven for tenant notification
requirements)

2. For contracts that were renewed for five year terms, QHWRA changed the
tenant notification requirement from one year to six months. The six month
notification was to be provided to the tenants by the owners six months
before expiration of the five year contract. This requirement was changed
back to a one-year notification by subsequent legislation.

D. The FY 2001 Military Construction and FY 2000 Emergency Supplemental
Appropriations Act , amended the enhanced voucher statute at Section 8(t) of the
United States Housing Act to grant enhanced voucher families the right to
remain.

RULE MAKING

Section 1-3

A.

Interim Rule. An Interim Rule implementing the Multifamily Housing Mortgage and

Housing Assistance Restructuring Program (Mark-to-Market), was published in the
Federal Register on September 11, 1998, at 63 FR 48925. This Rule discussed the 524
requirements and governed the renewal or restructuring of expiring Section 8 project-
based contracts. At the Final Rule stage, the sections of the Interim Rule that governed
the renewal of Section 8 that were not participating in the Mark-to-Market program and
the sections addressing the Mark-to-Market program are separated into two Final Rules,
Part 401 and Part 402.

1. 24 CFR Part 401. The Final Rule implementing the Mark-to-Market program was
published on March 22, 2000. This Rule details how the Section 8 rents for eligible
multifamily projects with HUD-insured or HUD-held mortgages will be reduced.
The Mark-to-Market Program Operating Procedures Guide is available on the
Office of Multifamily Housing Assistance Restructuring (OMHAR) Webpage at
http://www.hud.gov/omhar. The Guide may also be obtained by contacting the
Multifamily Housing Clearinghouse at 1-800-685-8470.

2. 24 CFR Part 402. The Final Rule for Part 402 authorizes the renewal of expiring
Section 8 project-based assistance contracts for projects without Restructuring Plans
under the Mark-to-Market Program, including projects that are not eligible for
Restructuring Plans and eligible projects for which the owners require contract
renewals without Restructuring Plans.
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ADMINISTRATIVE POLICY
Section 1-4

HUD Notices. Since the enactment of MAHRA the Department has issued a number of
Housing Notices which established Section 8 renewal policies. With the publication of this
Guide, these Notices are no longer in effect.

H98-34. On October 16, 1998, HUD published Housing Notice H 98-34 which
provided instructions for renewing Section 8 contracts expiring in FY 1999.

H99-08. On May 27, 1999, HUD published Housing Notice H 99-08 which made
several modifications to H 98-34.

H99-15. On June 16, 1999, HUD published Housing Notice H 99-15 which
implemented the Mark-Up-To-Market Option for Owners of projects with expiring
Section 8 contracts.

H99-25. This Notice, published on September 22, 1999, extended Notices H98-34 and
H99-08.

H99-32. This Notice, published December 1, 1999, clarified existing renewal policies.

H99-36. On December 29, 1999, Notice H99-36 was issued to implement changes to
Section 8 renewal policies pursuant to the HUD Fiscal year 2000 Appropriations Act.

HO00-12 On June 29, 2000, HUD published Housing Notice H 00-12 which provided
policies and procedures for preparing, submitting and reviewing Rent Comparability
Studies (RCS) associated with renewals of expiring Section 8 contracts.

H 00-21 On October 13, 2000, HUD published Housing Notice H 00-21 which
provided Guidelines for Mark-Up-To-Market Nonprofit Transfers and Budget-Based
Rent Increase for Capital Repairs by Nonprofit Owners.

APPLICABILITY

Section 1-5

This document applies to all Multifamily Housing Projects with expiring project-based
Section 8 assistance contracts, unless otherwise noted. It does not apply to Moderate
Rehabilitation projects, Section 8 project-based certificate contracts, Section 8 project based
voucher contracts or former Section 23 projects administered by the Office of Public and
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Indian Housing or to any projects administered by the Office of Community Planning and
Development.

PoLicY CHANGES FROM FISCAL YEAR 2000

Section 1-6

A.

The terms “initial renewal” and “subsequent renewal”” have been clarified and a new
term, “multi-year rent adjustment” has been added. These terms are defined in Chapter
2, Section 2-1.

Mark-Up-to-Market has been broken into two options: Option 1A which is an Owner
entitlement if the statutory requirements are met; and, Option 1B, which is a
discretionary mark-up-to-market option which the Department utilizes to preserve
scarce affordable housing resources. See Chapter Three for details.

Under Option One, the original criteria for participation was that a project have current
rents that exceed 110% of FMR. HUD was given authority to adjust this percentage
upon determination and written notification to the Congress. HUD has determined and
notified Congress that, in an effort to preserve scarce housing resources, it is necessary
to lower the 110% threshold to 100%. This Guidebook implements this change.

. Owner Distributions. The issuance of the Increased Distributions to Owners of Certain HUD-

Assisted Multifamily Rental Projects final rule, published October 13, 2000, gave the
Department the authority to allow Owners of certain Section 8 Assisted properties to
take all surplus cash on Section 8 units participating in Mark-Up-To-Market Owners
of properties with 100% project-based Section 8 units and Owners of partially-assisted
properties that are not Section 236, 221(d)(3) BMIR, nor Section 515 may take all
surplus cash generated on all units in any project year. Owners of partially-assisted
Section 236, 221(d)(3), or Section 515 will continue to calculate their distribution as
identified in previous Notices 99-15 and 99-36, which allows an increased distribution
in the amount of the rent increase for the Section 8 units under Mark-Up-To-Market.

Owners must provide HUD/Contract Administrators and tenants with one year
notification of their intent to opt-out of their Section 8 contract in order to opt-out.

The one year notification letter from HUD to Owners reminding the owners to notify
tenants that their Section 8 contracts will be expiring are no longer being provided.
However, the field office will review and approve the notices provided by the Owner.

. HUD has provided, as attachments to this guide, revised HAP contracts that may be

used for terms up to 20 years.
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H. When a Renewal Contract is executed by a PHA in accordance with the instructions
provided in this Guidebook, and in the forms prescribed by HUD, HUD is
contractually bound by the Renewal Contract provisions that specify HUD’s role in
accordance to the Renewal Contract.

I. Owners must certify on the Option 6 Renewal Form that they will comply with the
requirement to allow families receiving enhanced vouchers who elect to remain to do
so as long as the property remains a rental property, unless the owner has just cause for
eviction.
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Chapter Two

Section 8 Renewals

The passage of MAHRA by Congress signaled an important shift in the Section 8 program:
Section 8 rents, to the extent possible, must be comparable to unsubsidized rents in the area
where the project is located. In some cases, this meant the rents can be adjusted upward. With
the establishment of OMHAR, Congress also clearly recognized that the rents at some Section
8 projects needed to be reduced. To ascertain where a project’s Section 8 rents are relative to
market rent levels, for most projects MAHRA requires the preparation of a rent
comparability study, (RCS).

In order to reduce administrative burden, MAHRA does not require an RCS every year.
Instead, beginning with the date of the initial renewal of the expiring Section 8 project-based

contract, the RCS will start a maximum five-year “life cycle” before a new RCS is required.
(see Chapter Nine for details on the RCS).

Types of Renewals

Section 2-1

A. Initial Renewals. The first renewal of a project’s contract or stage that is processed
under the rules established by MAHRA is considered the initial renewal of the contract.

1. Exceptions. If an Owner is eligible for the Mark-Up-to-Market Option (see
Chapter Three), but previously renewed under another option, s/he may request a
renewal under the MU2M provisions at any time. The first renewal under the Mark-
Up-to-Market Option will also be considered the initial renewal for the contract.

2. “Exception Projects. Owners of “exception projects” have a choice of having
their initial renewal processed under Option One, (see Chapter Three) Option Two,
(see Chapter Four), or Option Four (see Chapter Six).

B. Subsequent Renewals. A subsequent renewal is the renewal of an expiring Section 524
contract at the end of its term. A contract that received its initial renewal under
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D.

MAHRA, will, at subsequent renewal, be renewed under any option that the contract is
eligible for at the time of renewal. The Owner should follow procedures in place at time
of renewal and submit the contract Renewal Request Form and OCAF Worksheet
found at Attachment 3 of this guide to the PM/CA for processing.

Rent Adjustments. Annual adjustments to contract rents that occur during the term of a
multi-year Section 524 contract are called rent adjustments during the term of the 524
contract. These adjustments may be by application of the published OCAF or by a
budget-based adjustment if applicable.

The RCS. A RCS that is submitted at initial renewal is good for five years. It establishes
the market rent for renewals of staged contracts and it can be used for any expiring
contracts that were not combined (see Section 2-5 below) at initial renewal that may be
expiring during the five year life cycle of the RCS. In order to take advantage of this
opportunity, the original RCS must include all of the Section 8 units in the project. The
cost of this RCS is an eligible project expense.

“Exception Projects”. If an “exception project” initially elected to renew under Option
One or Two, the contract can not be renewed under Option Four at subsequent
renewal. Once an Owner elects to renew under the comparable market rent procedure,
it can not revert back to an “exception status.”

Owner Options

Section 2-2

A.

Six Owner Options. At the time of the initial renewal, Owners have six renewal
options to consider; not all of which they will be eligible for:

1. Option One is Mark-Up-To-Market;

2. Option Two is the renewal of other contracts with rents at or below comparable
market rents;

3. Option Three is referral to OMHAR for processing because the contract has rents
greater than market;

4. Option Four is renewal of contracts for “exception” projects, which are exempt
from OMHAR;

5. Option Five is the renewal of contracts for Portfolio Reengineering Demonstration
or Preservation projects; and

6. Option Six is to opt-out of the Section 8 contract.
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B.

Determining Option. When determining which option to select, Owners should be aware
that the contract renewal options are determined by their eligibility at the expiration date of
the HAP contract which is under consideration. For example: An FHA-insured project
referred to OMHAR for processing will have its rents reduced to market even if the owner
secures non-FHA insured financing after contract expiration but prior to OMHAR
completing its processing. While non-FHA insured projects are not eligible for OMHAR,
this project was insured at the time of expiration, and therefore must have its rents reduced
to market.

Selection Submission. Regardless of the option selected, Owners must submit their
selection and the required documentation to HUD or the Contract Administrator at
least 120 days prior to the expiration of the contract. Owners should be aware that

failure to submit their option election to HUD/CA at least 120 days before contract
expiration may result in an interruption of subsidy to the project.

If at any time the PM feels that the contract should not be renewed, they should refer to
Chapter 13, of this Guidebook. If the Performance Based Contract Administrator
(PBCA) feels that the contract should not be renewed, the procedures in Section 2-4 of
the Section 8 Contract Administrators Guide Book should be followed.

. Option Descriptions. The Owner options are outlined in Chapters Three through Eight

of this Guide. As statutory and administrative requirements for each option evolve, these
Chapters will be revised.

Contract Terms

Section 2-3

A.

General Contract Terms. Generally, contract terms shall be for one year or five years
subject to appropriations. The Department believes contracts with terms greater than
five years can assist in preserving affordable housing in certain situations. Where an
owner is required by HUD to accept renewal for more than five years, use longer terms,
such as with the non-profit options in chapter Fifteen. OMHAR Full Restructurings
may also have longer term contracts, but in no case can the term of the contract exceed
the remaining life of the mortgage. Requests for longer term contracts on OMHAR
“Fulls” or where owners are required to accept renewals for more than five years do not
require HUB approval. For other situations, Program Centers should submit these
requests to the HUB Director. The HUB Director should review these requests to
ensure that approval will assist in furthering the Departments goal of preserving
affordable housing.

1. If an Owner chooses a contract term of more than one year, the contract will be
funded for one year with the balance of years selected by the Owner being subject to
annual appropriations.
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B.

2. The effective date of the new contract is the day following the expiration date of the
previous contract. For renewals of OMHAR-lites, the original contract is terminated
at the end of the month following the month in which the owner is offered a new
contract at the market rents. For renewals in conjunction with a Full debt
restructuring, the new contract will become effective on the earlier of the expiration
of the interim contract or the first day of the month following closing.

Aligning Contracts. HUD/CA'’s should make every effort to align contract renewal
terms with the five-year life cycle of the RCS. For example, if an Owner renewed the
contract in FY 2000 under Option Two for a one-year term, and in FY 2001 the Owner
wishes to renew the contract for a five-year term, the Owner has several options:

1. They may renew the contract for four years, using the RCS submitted at initial
renewal (the Option Two renewal in FY 00) and adjusting it by OCAF annually, or,

2. The Owner may submit a new RCS and renew the contract for a five-year term,
Short-term Contracts. Short term contracts are for less than one year. The words

“short term ” refer to the term of the contract, not the “type” of contract. Short-term
renewals may be provided for the following:

1. To protect the residents (see Chapter Eleven). For example, to allow additional time
to cover a delay in providing tenant-based assistance in cases of Owner opt-outs, or
in cases where the project is subject to enforcement actions.

2. Toalign multiple contracts or stages in a project.

3. To provide HUD/CA with adequate time to process an Owner’s request to renew
under the Mark-Up-To-Market Procedure.

4. To extend the contract of a project that has been referred to OMHAR for renewal,
but has yet to close. In order to receive a short term renewal under these conditions,
the owner must request and receive waiver approval.

Initial Renewals. For all projects, the short-term renewal discussed above will be
considered the contract’s “initial” renewal if it is the first renewal under MAHRA.

1. Owners requesting a short term renewal under Option Two must submit a RCS and
all documentation required in the Renewal Worksheet.

2. Owners requesting a short term renewal under Option Four must submit all
documentation required in the Contract Renewal Request Form and OCAF
Worksheet.
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3. Exception project renewal rents will be subject to the “lesser of” test (as described in
Chapter 6, Section 6-2 B) only at initial renewal.

4. Hub, Program Center Directors and CA’s should use their discretion when
determining whether or not to grant a short-term renewal.

Short-term Contract Execution. Where a short-term contract is executed, it should be
renewed in increments of months, not days. The project files should adequately
document the need for the short-term renewal.

Multi-Year Contracts: For multi-year contracts, Owners must submit the OCAF
Worksheet on an annual basis. If the Owner is requesting a budget-based rent increase,
all documentation required in the OCAF Worksheet must be submitted annually as well.

Calculating Rents For Short Term Renewals

Section 2-4

A.

In cases where HUD/CA/PAE has made a determination as to market rents for the
project, the short-term renewal rents will be capped at market.

Section 524 contracts. If the project is eligible for an Operating Cost Adjustment Factor
(OCAF) rent adjustment, a pro-rated OCAF should be applied to the contract instead of a
full OCAF. By law, Owners are entitled to receive a rent increase at initial renewal,
however, the law does not entitle the project to more than one full OCAF increase within a
12-month period. Because the project is entitled to a full OCAF increase at the first
anniversary date of a multi-year contract, the OCAF increase for the short-term initial
renewal must be pro-rated. Pro-rated budget-based rent adjustments for short-term
renewals are not permitted.

Calculating a pro-rated OCAF. Take the full OCAF, divide it by 12 and multiply that
number by the number of months needed for the short-term renewal.

Example:
Full OCAF: 2.5%
Months in Year: 12

Term of Short-term contract: 8 months
2.5 divided by 12 = .21 x 8 = 1.68
The Pro-rated OCAF to apply to the short-term renewal is 1.68%.

After determining the pro-rated OCAF, follow the instructions in the Renewal
Worksheets for applying the OCAF to the Section 8 units being renewed.
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D Applicability. This method of calculating the rents for short-term renewals is only for
projects renewing under Section 524 of MAHRA. It is not for Section 514(c) contracts
which are used for projects that must be processed by OMHAR, (see Chapter Five) or
generic contract renewals which are in very limited circumstances primarily to protect
the residents, (See Chapter Eleven).

Combining Contracts

Section 2-5

A. Goal. The Office of Multifamily Housing believes that a desirable goal is to have only
one Section 8 contract per project. To achieve this goal, Owners may elect to combine
multiple contracts or stages. Owners cannot be required to combine contracts.
However, the benefits of combining multiple contracts in the same project should be
pointed out to Owners.

B. Requesting Combination. The Renewal Worksheet includes a checklist format which
can be used by Owners to request a contract renewal. The cover sheet of this format
has a space for the Owner to designate its choice regarding the combination of multiple
contracts or stages.

C. Combining. At the Owner’s request, multiple contracts or stages that are expiring in the
same fiscal year may be combined into one contract. This combination can be achieved
in one of two ways:

1. Short-term renewals. At the time of renewal of the first stage or contract, the
Owner may request a short-term renewal to bring the earliest expiring contract in
line with the latest expiring contract. If the Owner elects to do so, they must meet
the appropriate renewal requirements (See Section 2-3 C). Only contracts that are at
or below market or that are exempt from OMHAR may take a short-term renewal to
align contracts.

a. Renew the first contract/stage for the period of time necessary to bring it
coterminous with the later expiring contract (Remember, only contracts expiring
in the same FY may be combined). The rent for the early expiration will be
adjusted following the option selected by the Owner and supported by a RCS, if
required. If OCAF is appropriate for the first contract, the rent will be adjusted
by prorating the OCAF (See above).

b. Apply the pro-rated OCAF to the early terminating contract or stage and if
applicable, to the RCS. When the contracts or stages expire, they will be
combined and renewed for the a minimum term of one year. If an OCAF
adjustment is appropriate, the full OCAF should be applied to all the renewing
units.
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D.

E.

2. Early Termination. The Owner’s second option would be to terminate the later
expiring contract early, roll those units into the earlier expiring contract and renew
all of the units for a one or five year term.

Not Combining. If an Owner has multiple stages or contracts that they do not want to
combine, the contracts or stages that expire during the five-year life cycle of the earlier
RCS may use that earlier RCS at the initial renewal of the later expiring contract or
stages. The RCS should be adjusted by OCAF, provided that the RCS included all of
the Section 8 unit types in the project. If the Owner believes that rents have changed
since the initial renewal, he/she may submit an updated RCS for the later expiring
contract(s). The cost of the updated RCS is not an eligible project expense.

Adjusting the RCS. The RCS is good for five years.

1. During the five-year period, the PM/CA may need to adjust the original comparable
market rent to reflect the effects of time.

a. Adjust the original comparable market rent when there are multiple Section 8
contracts expiring in different years or the Owner wants a budget based rent
increase in later years (See 2 below).

b. An adjustment to the original comparable market rent will not be needed if the
project has a single Section 8 contract and the Owner is willing to accept annual
OCAF adjusted rent increases.

2. The PM/CA adjusts the comparable market rent by the OCAF using the Worksheet
for OCAF Adjusted Rents under Option Two in the Renewal Worksheet of this
guide.

a. Use the subject project’s debt service in the formula.

b. If more than one year has passed since the submission of the RCS, the PM/CA
will have to reprocess the worksheet for each additional year that has passed.

3. HUD Requires New RCS. If the PM/CA believes the OCAF adjusted comparable
market rent is not an accurate reflection of the market, they have the authority to
request one additional rent comparability study during the 5 year period. The cost of
this RCS is a project expense.

NOTE: In general, when HUD requires an RCS, the cost of conducting the
RCS is an eligible project expense. However, if an Owner elects to conduct
and submit an RCS during the five-year life cycle of the original RCS when
HUD does NOT require one, the cost of conducting the updated RCS is
NOT an eligible project expense.

Chapter Two



F.

Different Fiscal Years. Contracts and stages that expire in different fiscal years may not

be combined. However, if an Owner requests a contract renewal to bring multiple
contracts or stages in line so that they may be combined more easily in future years,
HUD will permit this. An example would be a property which has a contract that
expires in January 2001 and another that expires in March 2002. The Owner may
request a 15 month renewal for the January 2001 contract to bring it coterminous with
the March 2002 expiration.

. OMHAR. Owners with contracts or stages that expire in the same fiscal year may be

referred to OMHAR for processing if the Owner requests to do so. Contracts may be
combined for OMHAR Lites or debt restructuring. Where contracts are being
administered by CAs, the CA must refer the contract back to the PM with a
recommendation that the contract be sent to OMHAR for processing. PBCA’s can not
refer contracts directly to OMHAR for processing.

For OMHAR-L.ites, only contracts that expire in the same fiscal year can be combined.
For full restructures, OMHAR requires that all contracts be combined, including those
that expire in later fiscal years.

. Exception. An exception to HUD’s preference to combine contracts is when there are

pre-and post-October 1, 1981 contracts involved. Due to conflicting income eligibility
requirements for these two categories of contracts, it is not practical at this time to allow
Owners to combine a pre-October 1981 contract or stage with a post-October 1981
contract or stage.

Note: See Chapter Thirteen of this Guide for instructions on Rural Housing
Service (RHS) contracts.

Preemption of State Laws Limiting Owner Distributions

Section 2-6

For consistency in administering the program as it relates to Owner distributions,
Section 524(f) of MAHRA preempts State and local laws and regulations that limit or restrict
owner distributions to an amount less than that provided for under regulations of the Secretary.

This preemption is now available to all projects which have Section 8 contracts renewed under
any section of 524 of MAHRA and which have distributions of surplus funds accruing after
October 20, 1999. Preemption does not apply to State-financed projects. An Owner may elect
to waive the preemption.

HUD Responsibility for Contract Administrators

Section 2-7
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The owner enters a Renewal Contract with the contract administrator. The contract
administrator may be HUD, or may be a PHA that executes the Renewal Contract as
contract administrator under an annual contributions contract (ACC) with HUD. The
Renewal Contract describes the contractual obligations of the contract administrator
(whether HUD or a PHA), and also separately defines HUD’s contractual role -
regardless of whether the contract administrator is HUD or a PHA.

In both cases, the contractual commitment to the owner is the same — that the contract
administrator (HUD or PHA) will live up to its contractual responsibilities in accordance
with the terms of the HAP contract, and that HUD will live up to its role as defined by
the terms of the Renewal Contract.

When a Renewal Contract is executed by a PHA pursuant to this Guidebook, in
accordance with HUD requirements and on the form prescribed by HUD, HUD is
contractually bound by the Renewal Contract provisions that specify HUD’s role
pursuant to the Renewal Contract (including provisions concerning applicable HUD
requirements, statutory changes during the term, distributions and PHA default).

For example, the Renewal Contract provides that if HUD determines that the PHA
contract administrator has committed a material and substantial obligation of the PHA'’s
obligation to pay amounts due to the owner, “HUD shall take any action HUD
determines necessary for the continuation of housing assistance payments to the Owner
in accordance with the Renewal Contract.” This provision defines HUD's role in the
event of PHA default. HUD is contractually bound to carry out this role as defined in the
contract, and the Owner may sue to enforce HUD’s contractual obligation.

If the Renewal Contract is originally executed by HUD, HUD may assign the Renewal
Contract to a PHA contract administrator, for the purpose of PHA administration of the
Renewal Contract. Such an assignment does not affect the owner’s contractual rights — to
enforce the contract administrator’s contractual obligations against the new contract
administrator, and to enforce HUD's contractual obligation to carry out HUD's role as
defined in the Renewal Contract.
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Chapter Three

Option One Mark-Up-To-Market

Overview

Section 3-1

A. The Mark-Up-To-Market Option was introduced as an Emergency Initiative in June
1999 to provide Owners of certain below-market properties located in strong markets,
an incentive to renew the Section 8 contract and continue providing affordable housing.
Because the cost of marking all below-market Section 8 properties up to market would
likely have exceeded available resources, Mark-Up-To-Market was made available to
only a limited universe of properties. Section 524(a)(4)(A) of MAHRA made Mark-Up-
To-Market a permanent program and required the Department to mark rents up to
market on properties meeting specific eligibility criteria as described in Section 3-2.
Contract renewals under Mark-Up-To-Market as authorized by 524(a)(4)(A) are renewed
under Option One-A.

B. To protect those most vulnerable and in an effort to further preserve affordable
housing, Section 524(a)(4)(C) of MAHRA gave the Department discretionary authority
to extend the option of marking rents up to market for properties not meeting the
eligibility criteria under Option One-A but still considered an important affordable
housing resource. The eligibility criteria for marking rents up to market using the
Department’s discretionary authority is described in Section 3-3. Contract renewals
under the discretionary authority to mark rents up to market are renewed under Option
One-B.

C. Inorder to limit rent increases to reasonable levels, rents will be renewed at the lesser of
comparable market rents or 150% of the FMR. Exceptions to this cap on rent increases
are discussed under Option One-B.

D. In addition to the eligibility criteria for Option One-A or Option One-B, the property
must be decent, safe, sanitary, and in good repair. It also must have management
satisfactory to the Department.
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E. Under Mark-Up-to-Market, Owners must renew the Section 8 contract for a minimum
five-year term. Chapter Fifteen of this guide outlines the procedures for marking rents
up to budget for nonprofit organizations and for marking rents up to market when a
transfer to a nonprofit organization is pending.

Option One-A: Entitlement Mark-Up-To-Market Eligibility

Section 3-2

All properties that meet the following criteria are eligible for a Section 8 contract renewal
under Mark-Up-To-Market:

A. Property Condition. A Real Estate Assessment Center (REAC) physical inspection
score of 60 or above with no uncorrected Exigent Health and Safety (EHS) violations.

B. Ownership. The property owner must be a profit-motivated or limited-distribution
entity.

C. Market Rents. The RCS must demonstrate that the comparable market rents are at or
above 100% of the FMR potential. Use the FMR figures calculated for the fiscal year in
which the contract is expiring to demonstrate eligibility.

1. Excel Worksheets. Fillable worksheets are available on the internet for Owners and
Contract Administrators. The site address is
http://www.hud.gov/fha/mfh/mfhsec8.html.

2. REMS. PM/CAs can use the Real Estate Management System (REMS) to establish
initial eligibility. The worksheets in Appendices 3-1 and 3-2 are available in REMS.

D. Use Restrictions. The project does not have a low-and moderate-income use restriction
that cannot be eliminated by unilateral action by the Owner. Examples of use
restrictions would be the existence of a Rent Supplement Contract, prior or present
Flexible Subsidy assistance, or Low-Income Housing Tax Credits.

Note 1: Where the use restricted rent levels are greater than the projects Section 8 rents, the new Section
8 rents may be marked up to the use restricted level. For example, project Owners with Flexible
Subsidy Agreements that provide rent levels greater than the approved Section 8
contract rent, may request an increase in rents up to, but not exceeding, the approved
Flexible Subsidy rent level as indicated in the Use Agreement, and the property must
meet the criteria described in Option One-B.  These types of transactions do not
require Headquarters approval. However, Field Offices must submit a copy of the
approval and supporting documentation for a post review for quality control purposes.

Note 2: If an owner of an FHA-insured project is not eligible to prepay an FHA-
subsidized mortgage, the project is not eligible to Mark-Up-To-Market, under
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the Entitlement Option One-A or the Discretionary Option One-B. An example
of a property that is ineligible to prepay its mortgage would be a Section 236 or
Section 221(d)(3) that was originally owned by a nonprofit Owner who
transferred ownership to a profit motivated entity. If the change in ownership
did not result in the elimination of the low and moderate income use restrictions
for the project, the new owner is not entitled to prepay and as a result, is
ineligible to Mark-Up-To-Market.

E. Once a contract has received its initial renewal under MAHRA, the Owner
may request to enter into Mark-Up-To-Market at any time.

F. Nonprofit Transfers. In addition to the qualifying criteria above, HUD will use its
discretionary authority to mark rents up to market to facilitate a change in ownership
from a for-profit Owner or limited-dividend Owner to a nonprofit; or from one
nonprofit Owner to another nonprofit Owner (See eligibility criteria and instructions
contained in Chapter Fifteen of this Guide).

Option One-B: Discretionary Authority Eligibility
Section 3-3

A. To further preserve the affordable housing stock, the Secretary has the discretionary
authority under Section 524(a)(4)(C) of MAHRA to mark rents up to market for
projects that meet certain criteria. In addition, if there is an expectation that rent
increases will exceed the amount of appropriations available, HUD may give preference
to projects that meet more than one of the characteristics described below. At this time
however, HUD expects adequate funding to be available and field offices and contract
administrators should not limit discretionary requests due to funding concerns.

B. For Owners who request participation in Option One-B, and for Owners of projects
that request an increase in rents above the cap on comparable rents of 150% of FMR,
HUD will consider these requests if the project meets at least one of the following three
characteristics:

1. Vulnerable Populations. The tenants of the property are a particularly vulnerable
population, demonstrated by a high percentage (at least 50%) of the units rented to
elderly families, disabled families, or large families (large family is defined as a family
of five or more persons);

2. Vacancy Rates. The property is located in a low-vacancy market area (or in a rural
area with no comparable rental housing) where there is a lack of affordable housing
and where Housing Choice vouchers would be difficult to use.

The determination of a low vacancy area should be made using the most recent
available data on the rental inventory, renter households, rental vacancy rates and
other factors as appropriate. A market with a rental vacancy rate of less than 3
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percent is considered a low vacancy area. Confirm the vacancy rate with HUD
EMAS staff/CA staff; or

3. Community Support. The property is a high priority for the local community as
demonstrated by a contribution of State or local funds to the property. This
matching requirement may be in the form of tax abatements, capital improvement
funds etc.

C. Submit discretionary Mark-Up-to-Market requests to Willie Spearmon, Director, Office
of Housing Assistance and Grant Administration in Headquarters after the requests are
reviewed to determine that the discretionary criteria have been met. The request
submitted to HQ must be accompanied by the supporting documentation and a
recommendation from the Hub Director/Program Center Manager stating why the
request should be approved. Renewals under Option Option One-B may not take place
until approval of the request is provided by Headquarters.

Initial Renewals

Section 3-4

At least 120 days before the expiration of the contract, the Owner submits a Renewal
Request Worksheet and a Rent Comparability Study. The RCS is prepared following
the instructions found in Chapter Nine of this Guide.

Annual Adjustments in Years 2 through 5 or Multiple Year Contracts

Section 3-5

At least 120 days before the anniversary date of the contract, the Owner submits the OCAF
renewal worksheet found at Attachment 3 of this Guide In years two through five, rents
are adjusted by the published OCAF. No budget-based rent increases shall be approved
for contracts that Mark-Up-To-Market.

To adjust contract rents during the term of the section 524 contract, after receipt and
processing of the OCAF worksheet, the PM/CA shall provide the owner with the revised
section 524 Exhibit A, “Identification Of Units By Size And Applicable Contract Rents”,
rent schedule. The revised Exhibit A will amend the existing section 524 contract and the
new rents will go into effect.
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Subsequent Renewals
Section 3-6

Upon expiration of the contract, Owners may elect to renew under any of the options
available at that time. Owners are encouraged to enter into another multi-year contract but
they are not required to do so.

Processing Instructions

Section 3-7

A. Initially Eligible. For Option One-A, if the property meets the initial eligibility criteria,
the PM/CA orders a comparability study from the Department’s independent third-
party contractor to determine ultimate eligibility for Mark-Up-To-Market.

Note: CAs must go through the PM to order the third party RCS. For Option
One-B, this process may not begin until HQ approval is obtained. For both Option
One-A and One-B, if required, the PM/CA may grant a short-term renewal to the
Owner (using a prorated OCAF adjustment) to afford the Owner and HUD time to
complete the eligibility analysis.

B. Not Eligible. If the property is not eligible for Option One-A, but meets the
discretionary criteria for Option One-B, the rents may be marked up to market. A
written recommendation from the Field Office requesting Headquarters approval of the
Owners request for the discretionary Mark-Up-To-Market Option One-B, along with
supporting evidence, must be submitted to Willie Spearmon, Director, Office of
Housing Assistance and Grant Administration in Headquarters. As noted above, the
RCS should not be ordered until HQ issues approval to process the owner’s rent
increase request under the discretionary Mark-Up-To Market option.

C. HUD has 120 days to process an Owner’s request and is not obligated to complete the
process any sooner. If the rent increase process is not completed within the 120 days,
through no fault of the Owner, then the Owner is due a retroactive rent increase for any
time over the 120 days that it may take HUD to process the renewal request. If
however, the Owner submits the request less than 120 days prior to expiration of the
contract, (e.g., 30 days late) HUD has 120 days from the date of submission of the
paperwork to process the request. The renewal date of the contract will be the day
following expiration of the original contract, however, owners will not be
provided with retroactive rent increases.

Example: An Owner submits his/her request 90 days prior to contract expiration,
HUD has the full 120 days to process the request. If HUD’s processing is timely, the
renewal rents shall take effect 30 days after the expiration date with no retroactive rent
increase permitted. If HUD takes 150 days to process the request, the renewal rents
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shall take place 60 days after the expiration date with the Owner due retroactive rent
increase for only 30 days. The net effect of this policy is that, in all cases, owners who fail
to submit their renewal request to HUD 120 days before contract expiration, will not
receive increased rents for the period of time that it takes HUD to process the renewal
request. The effective date of the renewal will continue to be the day immediately
following the expiration date of the contract. NOTE: This policy applies only to
contracts renewing under Option One, Mark-Up-to-Market.

D. Contract Term. An Owner must accept, at a minimum, a five-year Section 8 contract,
subject to annual appropriations. During the term of the MU2M five-year contract, the
Owner of a Section 236 or a 221(d)(3) BMIR project agrees not to prepay any FHA-
insured mortgage on this project, except where HUD, in its sole discretion, approves
the prepayment as a component of a transaction where the project is preserved as
affordable housing.

Note: Request for prepayments should be forwarded to the attention of the Director, Office of Portfolio
Management, Headquarters.

E. Notification. Upon signing a multi-year contract renewal, Owners must notify tenants
in writing that they have agreed to a multi-year contract renewal agreement with the
Department. This letter must also state that the contract is subject to the availability of
annual appropriations. The letter shall advise the tenants that they will receive a one-
year written notification prior to expiration of the Section 8 contract.

F. Comparability Studies. Along with a request to Mark-Up-To-Market, the Owner must
submit a RCS prepared following the guidelines detailed in Chapter Nine of this Guide.

1. Accurate Comparable Market Rents. Use the following process to establish
comparable market rents. For Option One-A, immediately upon receipt of the
Owners request for renewal and for Option One-B, after approval of HQ:

a. The PM/CA uses the Owner’s study as an initial determining factor for
participation. HUD will accept the Owner’s study without analysis. This initial
study is only for determining initial eligibility.

b. If the Owner’s comparable gross rent potential is below 100% of the FMR
potential, the Owner is not eligible for participation in Option One-A.

c. If the Owner’s comparable gross rent potential is at or above 100% of the FMR
potential, the PM/CA immediately orders a HUD comparability study (not
applicable for One-B).

d. HUD will hire an independent third-party appraiser through its Contracting
Officer. Since the RCSs will be done for both insured and uninsured properties,
contract funds to pay for the studies will come from the sources below. The
PM/CA will rely, without an in-depth review, upon the information contained in
the third-party appraisal in implementing Mark-Up-To-Market.
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I.  FHA Insured: Technical Discipline Contract PAS Code: MTF.
ii. Noninsured: Section 8 program funds. PAS Code: CRE

2. Differences in Comparability Studies. There are no negotiations allowed nor is
there an appeal process when there are differences between comparability studies.

a.  When the HUD comparable gross rent potential is greater than the Owner’s
comparable gross rent potential, the final comparable market rents will be the
Owner’s comparable market rents.

b. When the HUD comparable gross rent potential is less than the Owner’s
comparable gross rent potential, if the Owner’s comparable rent potential is:

I. less than 105% of the HUD comparable rent potential, the final comparable
market rents will be the Owner comparable market rents;

ii. greater than or equal to 105% of the HUD comparable rent potential, the
final comparable market rents will be 105% of the HUD comparable market
rents.

c. When the HUD Comparable Gross Rent Potential is below the owner
Comparable Gross Rent Potential and below 100% of the FMR potential, the
property is not eligible for Option One-A.

3. Utilities. FMRs are housing market-wide estimates of the rent plus the cost of
utilities (excluding telephone). Therefore, where contracts have separately calculated
Utility Allowances, add the Utility Allowance amount to the comparable market
rents to reach the comparable gross rents to compare them to the FMRs’. Rents
arrived at in the comparability studies use the same assumptions about payment of
utilities as the Section 8 contract rents.

4. REMS. Use REMS for comparing the Owner and HUD comparability studies,
determining the final comparable market rents and determining final eligibility.

Rents

Section 3-8

A. Section 8 Rents. Under Mark-Up-To-Market, the comparable market rents are capped
at 150% of the FMR (unless the discretionary criteria outlined in Section 3-5 are met) to
limit rent increases to a reasonable level. Use the worksheets provided in Appendices 3-
1, and 3-2 to perform all of the calculations.
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1. Section 236, 221(d)(3)BMIR and 515 Properties. For properties with subsidized
FHA loans, the comparable market rents are reduced to take into account the
benefits which the property is already receiving from the below-market interest rate
mortgage by using an Interest Subsidy Adjustment Factor. To ensure that this
Adjustment Factor is applied consistently between properties with subsidized FHA
loans and those without these loans, the 150% of FMR cap on comparable rents is
calculated before applying the Interest Subsidy Adjustment Factor. If the final
comparable gross rent potential is:

a. Greater than 150% of the FMR potential, set the New Section 8 Gross Rents at
150% of FMRs multiplied by the Interest Subsidy Adjustment Factor.

b. Equal to or less than 150% of the FMR Potential, set the New Section 8 Gross
Rents at the Final Comparable Gross Rents multiplied by the Interest Subsidy
Adjustment Factor.

Note: It is possible that using the Interest Subsidy Adjustment Factor would
cut the rents below the level they would have been under a traditional budget-
based renewal. In no case shall the Section 8 rents be lower as a result of
Mark-Up-To-Market. If the New Section 8 Gross Rents, as calculated
above, are less than the New Authorized Gross Rents, then set the New
Section 8 Gross Rents at the New Authorized Gross Rents.

2. Other New Construction/Sub Rehab Properties. If the Final Comparable
Gross Rent Potential is:

a. Greater than 150% of the FMR Potential, set the New Section 8 Gross Rents at
150% of the FMRs.

b. Equal to or less than 150% of the FMR Potential, set the New Section 8 Gross
Rents at the Final Comparable Gross Rents.

B. Non-Section 8 Rents. In Section 236, 221(d)(3)BMIR and Section 515 properties, to
protect low and moderate income tenants who do not receive Section 8 assistance but
live in affordable units, rent increases for these units are restricted.

1. Section 236 Properties. For Section 236 properties, the increased distribution
under Mark-Up-To-Market will be added as an additional expense to the New
Authorized Rents to reach the New Section 8 Rents, which will also be the new
Section 236 Basic Rents for the Section 8 units under contracts eligible for Mark-
Up-To-Market. This increase, however, will only affect the Section 236 Basic and
Market Rents for the Section 8 units under contracts eligible for Mark-Up-To-
Market. To protect non-Section 8 tenants from the hardship of increased rents, the
Basic and Market rents for the non-Section 8 units (and for Section 8 units under
contracts that are not currently expiring) will not be increased as a result of the
increased distribution. Instead, they will be set at the New Authorized Rents.
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2. Other New Construction/Sub Rehab Properties. Mark-Up-To-Market should
have no effect on the non-Section 8 units or units under contracts that are not
currently expiring.

Owner Distributions for 100% Section 8 Assisted Properties
Section 3-9

In an effort to encourage owners to preserve affordable housing, a final rule was issued
October 13, 2000, giving authority to the Department to increase distributions for
owners of projects participating in Mark-Up-To-Market or other programs to preserve
assisted housing where the rents are below market.

The Department is using the authority granted in the final rule to allow Owners of
projects with 100% Section 8 project-based assistance, who participate in Mark-Up-
To-Market and were subject to limited distributions, to take increased distributions.
Owners should follow existing guidance in Handbook 4370.2 REV1, paragraph 2-8
for computing surplus cash. Owners are allowed to keep all surplus cash available
each year during the term of the contract for distribution. .

Owners of Section 8 properties must maintain the property in good condition, as
demonstrated by a REAC score of 60 or higher on their most recent inspection, in
order to take distributions.

Owner Distributions for Partially-Assisted Properties
Section 3-10

Partially-Assisted Properties that are neither Section 236, 221(d)(3) BMIR, nor Section

215

Owners of these properties may take all surplus cash generated on all units in any
project year. The Section 8 rents must not exceed the non-Section 8 rents.

Section 221(d)(3) BMIR, 236, and Section 515.

Owners of partially-assisted Section 221(d)(3), 236, and 515 projects are eligible for an
increased distribution in the amount of the rent increase for the Section 8 units under
Mark-Up-to-Market. This amount will be added to the current limited distribution to
reach the total distribution.
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Eligibility

Initial Eligibility Worksheet Property:
Section 8 #:
Section 8 Units in Contracts Eligible Under this Notice Only
(A) (B) (©) (D) (E) ) () (H) 0] (J) (K)
Current Owner Owner Current Owner Owner
Unit # of Section 8 Comparable Utility Comparable Fair Section 8 Comparable | Comp. Gross FMR
Type Units Rents Market Rents | Allowance | Gross Rents | Market Rents |Rent Potential|Rent Potential|Rent Potential| Potential
(D +E) (CxB) (Dx B) (FxB) (GxB)
Monthly Total
Annual Total
Notes
(A) Owner Comparable Rent Potential is: % of Current Total of Column | divided by total of Column H
() This contract is: If Row A > 100%, then contract is below market
(@) Owner Comparable Gross Rent Potential is: % of FMR Total of Column J divided by total of Column K
(»)) This contract is initially: If Row C >=100% and contract below market, then eligible
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Comp Studies

Comparability Study Comparison Worksheet Property:
Section 8 #:
Section 8 Units in Contracts Eligible for this Initiative
(A) (B) (C) (D) (E) (F) (G) (H) 0) () (K) (L) (M) (N)
Current Owner HUD HUD Current Owner HUD HUD Final
Unit # of Section 8 Comparable | Comparable Utility Comparable Fair Section 8 Comparable | Comparable | Comp. Gross FMR Comparable
Type Units Rents Market Rents | Market Rents | Allowance | Gross Rents | Market Rents |Rent Potential[Rent Potential|Rent Potential|Rent Potential| Potential Market Rents
(E+F) (CxB) (D x B) (E x B) (GxB) (Hx B) (See Row F)

Monthly Total

Annual Total

Page 1

Final Eligibility Test

(A)
(®)
©
(D)

Notes

(F)

HUD Comparable Rent Potential is: % of Current Total of Column K divided by total of Column |
This contract is: If Row A > 100%, then contract is below market
HUD Comparable Gross Rent Potential is: % of FMR Total of Column L divided by total of Column M
This property is: If Row C >=100% and contract below market, then property is eligible
Einal Comparable Rents
Notes
Owner Comparable Rent Potential is: % of HUD Total of Column J divided by total of Column K
Final Comparable Market Rents are: % of HUD If Row E < 105%, then Column N equals Column D, else Column N equals 105% of Column E
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236, 515, BMIR

Section 236, Section 515 & Section 221(d)(3) BMIR Worksheet Property:
Section 8 #:
Section 8 Units in Contracts Eligible for this Initiative
(A) (B) (©) (D) (E) (F) (G) (H) 0] () (K) (L) (M) (N) (0)
New Final Final New Final Capped Capped New New New
Unit # of Authorized | Comparable Utility Comparable Fair Authorized | Comp. Gross FMR Comparable | Comp. Gross | Section 8 Section 8 Section 8
Type Units Rents Market Rents | Allowance | Gross Rents | Market Rents |Rent Potential|Rent Potential| Potential Gross Rents [Rent Potential| Gross Rents Rents Rent Potential
(D+E) (CxB) (FxB) (GxB) (See Row B) (K x B) (K x Row N) (M-E) (N x B)
Monthly Total
Annual Total
Note: If the New Section 8 Rent Potential is lower than the New Authorized Rent Potential, set the New Section 8 Rents at the New Authorized Rents.
Capped Comparable Gross Rents
Notes
(A) Final Comparable Gross Rent Potential is: % of FMR Total of Column I divided by total of Column J
((3))] Capped Comparable Gross Rents are: % of Final If Row A > 150%, then Column K equals 150% of Column G, else Column K equals Column F
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236, 515, BMIR

Section 236, Section 515 & Section 221(d)(3) BMIR Worksheet Property:
Section 8 #:
Calculation of Annual Interest Subsidy
Notes
Original Market Interest Rate: If not available, set at 7%
Minus Subsidized Interest Rate: Usually 1% for Section 236 & 515, 3% for BMIR
Equals Interest Rate Differential: Row C minus Row D
Multiplied by Unpaid Principal Balance: Current Unpaid Principal Balance
Equals Annual Interest Subsidy: If Annual IRP Amount available, then use it here. Otherwise, Row E multiplied by Row F
Multiplied by Number of Units in Contract: Use total number of units eligible under this Initiative
Divided by Total Number of Units in Property: Use total number of units in the property covered by the subsidized loan
Equals Annual Eligible Interest Subsidy: Row G multiplied by Row H divided by Row |
Calculation of Interest Subsidy Adjustment Factor
Notes
Annual Capped Comparable Gross Rent Potential: Annual Total of Column L
Minus Annual Eligible Interest Subsidy: Row J
Annual New Section 8 Gross Rent Potential: Row K minus Row L
Divided by Annual Capped Comparable Gross Rent Potential: Row K
Interest Subsidy Adjustment Factor: Row M divided by Row N
Calculation of Increased Distribution
Notes
P) Annual New Section 8 Rent Potential: Annual Total of Column O
((®)] Minus Annual New Authorized Rent Potential: Annual Total of Column H
(23] Equals Increased Annual Distribution: Row P minus Row Q
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NC, SR

Other New Construction and Sub Rehab Worksheet Property:
Section 8 #:
Section 8 Units in Contracts Eligible Under this Notice Only
®) (®) © D) G) G G) H) [0) ) (K) L ™)
Current Final Final Current Final New New New
Unit # of Section 8 Comparable Utility Comparable Fair Section 8 | Comp. Gross FMR Section 8 Section 8 Section 8
Type Units Rents Market Rents| Allowance | Gross Rents | Market Rents |Rent Potential|Rent Potential| Potential Gross Rents Rents Rent Potential
(D +E) (CxB) (FxB) (G xB) (See Row B) (K-E) (L x B)
Monthly Total
Annual Total
New Section 8 Gross Rents
Notes
(A) Final Comparable Gross Rent Potential is: % of FMR Total of Column | divided by total of Column J
(B) New Section 8 Gross Rents are: % of Final If Row A > 150%, then Column K equals 150% of Column G, else Column K equals Column
Calculation of Increased Distribution
Notes
©) Annual New Section 8 Rent Potential: Annual Total of Column M
[((®)@Vinus Annual Current Section 8 Rent Potential: Annual Total of Column H
(E) Equals Increased Annual Distribution: Row C Minus Row D
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Inputs

INPUTS WORKSHEET ENTER DATA IN SHADED CELLS ONLY

Section 236, 515 & BMIR Properties Only

Property: Green Acres Annual IRP Amount: (For 236 properties only. If not available, leave blank)
City/State: |Anytown, USA Original Mkt. Interest Rate: 7%|(If not available, use 7%)

Section 8 #: | 999-99999 Subsidized Interest Rate: 3%)](Usually 1% for Section 236 & 515, 3% for BMIR)
Total Units in Property: | 100 Unpaid Principal Balance:| 1,000,000

Section 8 Units in Contracts Eligible Under this Notice Only

(A) (B) (©) (D) (E) (F) ©) (H) 0] () (K) (L)

Current Current New New Owner Owner HUD HUD
Unit # of Section 8 Utility Section 8 Authorized Authorized | Comparable | Comparable | Comparable | Comparable Fair
Type Units Rents Allowance | Gross Rents Rents Gross Rents | Market Rents | Gross Rents | Market Rents | Gross Rents | Market Rents
(C+D) (236, 515 & BMIR (F + D) (H+ D) (J+D)

One Bedrooms 12 400 50 450 410 460 500 550 450 500 450
Two Bedrooms 32 450 75 525 465 540 550 625 500 575 500
Three Bedrooms 16 500 100 600 520 620 600 700 550 650 550
0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

Monthly Total 60 27,200 4,600 31,800 28,120 32,720 33,200 37,800 30,200 34,800 30,200
Annual Total 60 326,4