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	PROJECT BASED VOUCHER PROGRAM

	
	PROCEDURES FOR DETERMINING AND REDETERMINING 

	
	CONTRACT RENTS TO THE OWNER



A. When are initial rents to owner determined?

The initial rent to owner is established at the beginning of the HAP contract term in accordance to 24 CFR 983.301 and 983.302.  In the case of newly constructed or rehabilitated housing, the Agreement (AHAP) states the estimated initial rent to owner, the actual initial rent to owner is established at the beginning of the HAP contract term.

MSHDA must use the published FMR’s in effect and the MSHDA utility allowance schedule in effect at the time the HAP contact is executed as required by Section 983.301 (f). However, MSHDA at its discretion pursuant to Section 983.301(f) may use the FMRs and utility allowances in effect during the 30-day period immediately before the beginning date of the HAP contract.

B. When are rents to the owner redetermined?
The rent to the owner must be redetermined when the following occurs:
1. Upon the owner’s request, or
2. When there is a 10% or more decrease in the published FMR

C. Items to consider prior to beginning this process:
1. Is the development in a qualified census tract? A qualified census tract is defined as a census tract (or equivalent geographic area defined by the Bureau of Census) in which:
(a) At least 50 percent of the households have an income of less than 60 percent of Area Median Gross Income; or
(b) Where the poverty rate is at least 25 percent and where the census tract is designated as a qualified census tract by HUD. 
2. Is the project a Low Income Housing Tax Credit property?  
3. Does the property have market rate units, non-tax credit units that are like the PBV units?
4. Does the property have another subsidy?  In addition to rent limits established in accordance with Section 983.301 and 302., the following restriction apply to certain units:
(a) HOME.  For units assisted under the HOME program, rent may not exceed rent limits as required by the HOME program (24 CFR 92.252). 
(b) Subsidized projects.
(1) This paragraph (b) applies to any contract units in any of the following types of federally subsidized project: 
(i) An insured or non-insured Section 236;
(ii) A formerly insured or non-insured Section 236 project that continues to receive Interest Reduction Payment following a decoupling action;
(iii) A section 221 (d)(3) below market interest rate (BMIR) project;
(iv) A section 515 project of the Rural Housing Service;
(v) Any other type of federally subsidized project specified by HUD
(2) The rent to Owner may not exceed the subsidized rent (basic rent) as determined in accordance with requirements for the applicable federal program listed in paragraph (c)(1) of Section 983.304.


D. Establishing the Initial and Redetermined Rent to Owner for:

1. PBV units that do not have LIHTC, or
2. PBV units with LIHTC where the property is in a qualified census tract, or
3. PBV units with LIHTC when the property is in a qualified census tract and where rents do not exceed 110% of the Fair Market Rent (FMR)

In such cases the initial rent to owner must not exceed the lowest of:

1. An amount determined by MSHDA, which does not exceed 110% of the FMR for the unit bedroom size minus any applicable utility allowance;
2. The reasonable rent; or
3. The rent requested by the owner.


	Example: PBV Rent in QCT and other as described above

	Activity
	Number of Bedrooms

	
	0-BR
	1-BR
	2-BR

	110% FMR (Payment Standards)
	572
	632
	715

	LIHTC Rent *
	550
	625
	700

	Owner Requested Gross Rents
	572
	632
	715

	Avg. Comps for Comparable Units
	580
	650
	725

	Approved Rent: lowest of Payment Standard, Reasonable Rent or Owner Request
	572
	632
	786

	Notes: Assumes all utilities are included in rent.  Numbers above are only examples.
* When there are different levels of LIHTC rents, such as 30%, 40%, 50% and 60% of AMI, the LIHTC Rent used is that allowed by the highest income limit for the project.



	Example: PBV Rents in a 515 development with Basic Rent

	Activity
	Number of Bedrooms

	
	0-BR
	1-BR
	2-BR

	110% FMR (Payment Standards)
	
	619
	819

	Basic Rent
	
	637
	690

	Avg. Comps for Comparable Units
	
	673
	776

	Owner Request Gross Rents
	
	619
	719

	Approved Rent: Lowest of Payment Standard, Reasonable Rent, Owner Request or Basic Rent
	
	619
	690

	Note: Assumes all utilities are included in rent.  Numbers above are only examples.



E. Establishing the Initial and Redetermined Rent to Owner for PBV units with LIHTC when the property is not in a qualified census tract and the LIHTC rents exceed 110% of the Fair Market Rent.

These provisions apply to PBV units with LIHTC where the property is not in a qualified census tract if:

1. In the same property, there are comparable tax credit units of the same unit bedroom size and the contract unit, the comparable tax credit units do not have any form of rental assistance other than the tax credit and there is no market rate like units to further restrict the PBV rents; 
2. The tax credit rent exceeds 110% of the Fair Market Rent (FMR) – payment standards.

In such cases the initial rent to owner must not exceed the lowest of:

1. The tax credit rent minus any utility allowance;
2. The rent reasonableness, or
3. The rent requested by the owner

Note:  The “tax credit rent “is the rent charged for the comparable units of the same bedroom size in the property that also receive the low-income housing tac credit but do not have any additional rental assistance such as tenant-based voucher assistance).

	Example: PBV Rents in a Non-QCT as described above

	Activity
	Number of Bedrooms

	
	0-BR
	1-BR
	2-BR

	110% FMR – payment standards
	572
	632
	715

	LIHTC Rent *
	600
	665
	750

	Owner Requested Gross Rents
	600
	665
	750

	Approved Rent: Lowest of LIHTC Rent, Reasonable Rent, or Owner Requested Rent
	600
	665
	750

	Notes: Assumes all utilities are included in rent.  Number above are only examples.
* When there are different levels of LIHTC rents, such as 30%, 40%, 50% and 60% of AMI, the LIHTC rent used is that allowed by the highest income limit for the project.



Note: When determining comparable unassisted units, MSHDA shall not use other tax credit units in the property for comparables.  Tax credit units are considered assisted or “subsidized” units per HUD PIH Notice 2002-22. 
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