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October 16, 2007
TO:

All Section 8 Development Owner/Agents

FROM:

Margaret Zakrzewski, Operations Manager



Office of Asset Management 

RE:

Section 8 Rent Adjustments Using the Annual Adjustment Factors

HUD Notice H 03-14 regarding the reinstatement and extension of HUD Notice H 2002-10 describes the procedures for applying statutory comparability requirements to Annual Adjustment Factor rent adjustments for State Agency - Section 8 New Construction and Substantial Rehabilitation projects.  The Notice also provides guidance concerning Rent Comparability Studies (RCS) and Special Rent Adjustments.

MSHDA is encouraging all Owner/Agents to review current Section 8 rent schedules to determine if current gross rents (contract rent plus utilities) are at or below current local Fair Market Rents (FMR’s).  Please keep the following in mind:

· If current gross rents are at or below local FMR’s, a RCS is not required.  Submission requirements are reduced to Appendix 4.  (H 2002-10) 

· If current gross rents exceed local FMR’s, Appendix 3, 4 & 5, and a RCS are required.

The following highlights are provided to assist you with this process and should not be used as a substitute to a thorough reading of the Notice.

· Effective date of Notice: All HAP contract anniversaries that fall on or after July 3, 2003.  HUD has indicated that the annual renewal of this notice is now automatic and will not be published in HUDCLIPS as in the past.

· When and how to request and AAF rent adjustment:

· The contract rent shall not be increased unless the owner has timely submitted a written request to MSHDA (CA).

· Submission requirements are outlined in the Notice on page 10 and 11.

· The Adjustment is effective for contract months commencing on the later of:

· The annual contract anniversary date, this date is now disclosed on the MSHDA rent schedule upper left hand corner, or 
· The first contract month beginning at least two months after the submission of a complete request to MSHDA (but not later than two months before the next annual contract anniversary date)

· The following principles apply:

· When the request is submitted within the two month deadline, the increase is effective on the anniversary date

· When the request is submitted within the extended deadline (submitted after the two month deadline, but not after the end of the twelve month period commencing on the two month deadline date), the effective date of the increase will be two months after the acceptable request is submitted.

· When the request is not submitted by the extended deadline, the request will not be accepted and the contract rent will not be increased.

· When rent comparability applies, refer to pages 4 – 5 of the Notice.  Please note when obtaining services to complete the Rent Comparability Study, the appraiser must be a Certified General Appraiser, licensed and in good standing in the state where the property is located.  Instructions for this process are within Chapter Nine of the Section 8 Renewal Guide which is available at this link: http://www.hudclips.org/cgi/index.cgi 

· Special Rent Adjustments and Rent Comparability Studies:  Please note page 9 of the HUD notice H 2002-10 allows for HUD approved special adjustments.

· HUD Handbook 4350.1 Chapter 34, Section 3: Calculating Special Rent Increases for AAF rents outlines this process.  (This handbook is available at hudclips)  This request must accompany the annual AAF request and must be complete per instructions.

· At HUD’s discretion HUD may approve special rent adjustments to cover a substantial and general increase in real estate property taxes, assessments, utility rate, hazard insurance increases and/or security costs, where the increased cost is not sufficiently covered by the annual AAF adjustment.

· Special adjustment approvals will never exceed estimated rents within the RCS.  

· The submission must be submitted timely, 60 days prior to anniversary date to have an anniversary effective date. 

Please send owner’s request with all required material to the attention of:

Katherine H. French

MSHDA Office of Asset Management

P.O. Box 30044

735 E. Michigan Avenue

Lansing, MI.  48909

Failure to submit a complete request will prolong the review process and could jeopardize the effective date of the annual rent increase.

Documents: Notice H 2002-10, Notice 03-14, Annual Adjustment Factors, and FMR’s.  These documents are available at the following web site: http://www.hudclips.org/cgi/index.cgi  . If you do not have access to the Internet, please contact this office.

If you should have any questions regarding this process, please contact Katherine French at 517.335.2041 or email address frenchk@michigan.gov.  Thank you.

Cc:
Donna McMillan


Barbara Chiapella

Patricia Russie


Susie Sapilewski 


Mark Dominic
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