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U.S. Department of Housing and Urban
Development

Office of Public and Indian Housing

Special Attention: Notice PIH 96-84 (HA)
Directors, Offices of Public Housing;

Administrators, Offices of Native American Issued: October 21, 1996
Programs; Section 8 Public Housing Expires: October 31, 1997

Agencies and Indian Housing Authorities

Cross References:

Subject: Procedures for Calculating Earned Administrative Fees in the Section 8 Rental
Certificate, Rental Voucher, and Moderate Rehabilitation Programs

1. Purpose. HUD s Fiscal Year 1997 Appropriations Act,
enacted on Septenber 26, 1996, as Public Law 104-202,
changed the procedures for cal cul ati ng ongoi ng
admnistrative fees for the Section 8 rental certificate,
rental voucher, and noderate rehabilitation prograns
(including S ngle Room Cccupancy and Shelter Plus Care
prograns). This Notice provides gui dance to housi ng
agenci es and I ndi an housing authorities (HAs) for the
cal cul ation of the ongoing admnistrative fees. The
instructions detailed in this Notice differ substantially
frominstructions issued in PIH Notice 96-22.

2. CHANGES I N CALCULATI ON METHODOLOJ ES. I n Federal fisca
years (FY) 1995 and 1996, there were three possible fees
used to calculate the total Section 8 ongoi ng
admnistrative fee for each HA.  The proper fee was
determ ned based on the FY fromwhich each increnent was
funded by HUD, and the total nunber of units awarded to a
HA Units were divided into pre 89 and post 88
categories, with pre 89 units further divided by the
first cumul ative 600 units for the certificate and
voucher prograns, and all subsequent pre 89 units.
Potentially, fees were calculated for all three
categories using an assigned fee and sunmmed together to
determne a final admnistrative fee for the HA

The 1997 Appropriations Act elimnates nmany of these
steps. (The provisions for section 8 admnistrative fees
are in Section 203 of the Act.) The Federal FY in which



the Section 8 increment was funded is no | onger a factor

in calculating ongoing admnistrative fees. |Instead,

fees will be based on the total nunber of units | eased by

a HA.  The first 600 units leased in each program (rental
certificate, rental voucher, and noderate rehabilitation
individually) shall be calculated at 7.5% of the base

rate. Each unit in excess of 600 for each program shal

be calculated at 7.0% of the base rate.

These new procedures are effective Cct ober 1, 1996 and
will affect HAs with fiscal years endi ng Decenber 31,
1996; March 31, 1997; June 30, 1997; Septenber 30, 1997,
and all subsequent subm ssions until these procedures are
nodified. HAs with a fiscal year covering periods before
and after Cctober 1, 1996, nust use the cal cul ation
procedures for FY 1996 and FY 1997. The FY 1996

cal culation nethod will cover the period fromthe

begi nning of the HA's FY until Septenber 30, 1996; and
the FY 1997 cal cul ation procedure will cover the period
from Cctober 1, 1996 until the end of the HA s FY.

DETERM NATI ON OF THE BASE RATE. The base rate is the

hi gher of (a) the FY 1993 fair market rent for a two
bedroomunit in the HA' s nmarket area, or (b) the FY 1994
fair market rent for a two bedroomunit, but not nore

than 103.5 percent of the FY 1993 fair nmarket rent. The
appropriate fair market rent is then adjusted by the

| ocal wage conponent of the Consuner Price |ndex
(attachnent | to this Notice). HJUD reserves the right to
establ i sh m ni rum and nmaxi num base r at es.

CALCULATI ON OF ANNUAL ONGO NG ADM NI STRATI VE FEES.  The
per unit per nmonth admnistrative fees for FY 1997 are
attached to this Notice (attachnment 11). The fees are

shown in two colums; colums A and B. The anmount in

colum A shall be applied to the first 600 units | eased

by the housing authority in each program and the anount

in colum B shall be applied to all remaining | eased

units. (In the noderate rehabilitation programonly, the
per unit per nonth admnistrative fee applies to units

under a housi ng assi stance paynent contract (HAP) wth an
HA.  The 600 unit threshold for colum A also applies to

the first 600 units under HAP.) The fee is paid for

every unit under |ease on the first day of each nonth in

the HA's fiscal year. The nmaxi num nunber of unit nonths
charged to columm A for each programin one year is

7, 200.

The 7,200 unit nonth maxi num nust be prorated the first
year of inplenentation. The proration will be based on
the nunber of nonths in the HA' s fiscal year after
Qctober 1, 1996 until the end of the fiscal year. For
exanpl e:



HA X, with a FY endi ng Decenber 31, 1996, was issued a
total of 1,400 certificates by HUD, of which 700 are pre
1989 units. Therefore, 50% of the units are considered
pre 1989 units and 50% are consi dered post 1988 units.
The HA had 1,500 units under |ease (18,000 unit nonths
for the entire FY, distributed evenly during each nonth
of the FY).

The ongoing admnistrative fee shall be cal cul ated using

the nonthly per unit fee anount fromthe January 24, 1995
Federal Reqgister for the period between January 1, 1996

and Septenber 30, 1996, per Notice 96-22.

Columm_A Column B Column C
7,200 VB 1, 800 U 9, 000 UMs
X 75 X .75 X 75
5,400 UM 1, 350 Uws 6, 750 U\Vb
X 50. 27 X 47. 75 X 53.71
$271, 458 $64, 463 $362, 543

The total admnistrative fee earned for the first three
quarters of the fiscal year is $698, 464.

The fees and procedures in this Notice shoul d be used for
the units under |ease fromQctober 1, 1996 through
Decenber 31, 1996.

Columm_A Column B
7,200 Uk 10, 800 UMs
X .25 X .25

1, 800 Uws 2,700 Uk
X 48. 32 X 45.10

$ 86, 976 $121, 770

The total admnistrative fee earned for the | ast quarter
of the fiscal year is $208, 746 and t he earned
admnistrative fee for the entire fiscal year is

$907, 210.

REQUESTS FOR H GHER ADM NI STRATI VE FEES.  Program
participants should follow the guidelines and procedures
in Notice PIH 96-57 for approving a HA' s request for an
increase in admnistrative fees. |If the Field Ofice
determnes the HAis entitled to a higher admnistrative
fee, the Field Ofice nay approve a fee equal to 8.2% of
the base rate. The base rate can be determ ned by
dividing the nonthly fee shown in colum A by 7.5% The
result should then be multiplied by 8.2% Any
recommendations for a fee higher than 8.2% nust be
submtted to Headquarters for approval.

Pl ease note that all other guidelines and procedures in
Notice PIH 96-57 are still in effect. Field Ofices nust
ensure that the higher fees are approved only for HAs



10.

that admnister a small programor adm ni ster a program
over a |large geographic area. Wen the HA submts its
year-end settlenment statenent after the cl ose of the
fiscal year for which the higher fee was approved, the
Field Ofice nust review the operating reserve bal ance to
make certain that it does not exceed 20 percent of the
current year's projected operating expenses.

PORTABI LI TY. (Ongoing admni strative fees under
portability shall be cal culated using the nonthly per
unit fee amount from Colum A of the initial HA when the
initial HA and receiving HA enter into a billing

arrangenent. Portability units charged to Colum A shal |

be included in the initial HA s maxi mumof 600 units for
Col um A

HA OMNED UNITS. These units will earn an ongoing
admnistrative fee of 40% of Col um A.

ADM NI STRATI VE FEES FOR PRI OR YEARS. Ef fecti ve Cctober
1, 1996 HID will no longer reinburse HAs for incorrectly
calcul ated admnistrative fees for a closed fiscal year,
unl ess the incorrect calculation is a result of a HID
error. HAs must ensure the admnistrative fee
calculation is correct before it is submtted to HUD for
approval .

MULTI COUNTY HAs. HAs that admnister the rental voucher
and rental certificate prograns over nmultiple FMR areas
may use a wei ghted average of the nonthly per unit fees
for the purpose of estimating the admnistrative fees for
budget and requi sition subm ssions. However, the HA nust
report the actual fees earned for each FMR area when
preparing the year-end settl enent statenent.

PRELI M NARY FEES. Prelimnary fees are provided by HID
to cover the initial cost of inplenenting a section 8
program and housing famlies in newy authorized units.
Prior to this Notice, HUD has paid up to $275 per unit to
cover prelimnary expenses for each new section 8 fundi ng
increment awarded to a HA.  However, effective Cctober 1,
1996, HID will pay up to $500 per unit for prelimnary
expenses only to HAs that have not adm nistered the
section 8 programprior to the awardi ng of the new
funding increnent. This changes HUD s policy to
providing prelimnary fees to pay for the prelimnary
expenses associ ated with new prograns i nstead of new
fundi ng i ncrenents.

HAs are not required to submt justifications with the
HUD form 52681. HAs nust, however, provide
justifications for clained prelimnary fees at the
request of the HID Field Ofice.



11. CONTACT. If additional information or clarification is

needed, please contact the Finance Dvision at (202) 708-
2934.

/sl Mchael B. Janis for
Kevi n Emanuel Marchman, Acting

Assistant Secretary for Public and
| ndi an Housi ng



Attachnent |

Al abama

Al aska

Ari zona

Ar kansas
California
Col or ado
Connecti cut
Del awar e

D strict of Colunbi a

Fl ori da

Ceorgi a

Hawai i

| daho

[1linois

| ndi ana

| owa

Kansas

Kent ucky
Loui si ana

Mai ne

Mar yl and
Massachusetts
M chi gan

M nnesot a

M ssi ssi ppi

M ssouri

Mont ana

Nebr aska
Nevada

New Hanpshire
New Jer sey

New Mexi co
New Yor k

North Carolina
Nort h Dakot a
thio

| ahoma

O egon

Pennsyl vani a
Rhode | sl and
Sout h Carolina
Sout h Dakot a
Tennessee
Texas

Ut ah

Ver nont
Virginia

Washi ngt on
Vest Virginia
W sconsi n
Wom ng

Puerto R co
Virgin |Islands
W Pacific Areas
Trust Territories
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. 080
. 118
. 048
. 029
. 022
. 040
. 045
. 064
. 092
. 072
. 046
. 070
. 100
. 108
. 052
. 058
. 052
. 000
. 066
. 015
. 031
. 034
. 074
. 047
. 054
. 040
. 098
. 033
. 069
. 000
. 116
. 064
. 070
. 071
. 031
. 066
. 071
. 073
. 059
. 060
. 039
. 083
. 094
. 038
. 049
. 065
. 051
. 063
. 011
. 062
. 000
. 088
. 049
. 049
. 049



