U.S. Department of Housing and Urban Development

H O U S I N G

_______________________________________________________________________

     Special Attention of:

All Regional Administrators;                 Notice  H 94-27 (HUD)

Directors of Regional Housing;

Managers, Category A, B and                  Issued:  4/25/94

C Offices; Directors, Housing                Expires: 4/30/95 

Management Division, Loan Management         ______________________________

and Assisted Housing Management              Cross References:

Branch Chiefs; All Contract Administrators; All State Agencies;

Owners of Projects Covered by this Notice.

_______________________________________________________________________

     Subject:  Special Rent Adjustment for Non-Drug Related Crime

               Prevention/Security Measures under the "or Similar

               Costs" Statutory Language for Section 8 Rents Based

               on the Annual Adjustment Factor (AAF).

PURPOSE.  This Notice focuses on the deterioration in the

physical condition of properties and the quality of life for

project residents caused by general criminal activity.  It is the

Department's finding that general criminal activity may be

included under the category "or similar costs" in the statutory

language below.  HUD is authorizing special rent adjustments to

fund on-site crime prevention/security measures to combat general

crime including but not limited to gang activity, vandalism or

the effects caused by high unemployment and loitering.  Drugs may

be present as a factor in the overall crime problem that a

housing community is experiencing but may not be the underlying

or prevailing reason for driving up an owner's operating and

maintenance costs in order to receive consideration under the

procedures outlined in this Notice.  Authorization for rent

adjustments which are solely drug-related is not being

implemented at this time due to the statutory requirement for

specific appropriations which have not been provided.

ELIGIBLE SECTION 8 PROGRAMS.  Projects processed under

budget-based rent increases already have the ability to take into

account a greater array of circumstances and factors that

contribute to higher operating expenses and thus are not eligible

for special adjustments under these procedures.

   The following Section 8 programs are eligible for this special

rent adjustment:  Section 8 New Construction, Substantial

Rehabilitation, Section 202, State Agency, Farmers Home, and Loan

Management Set-Aside/Property Disposition Set-Aside contracts

using the Automatic Annual Adjustment Factor (AAF).  This Notice

specifically deals with the granting of special rent adjustments

in those Section 8 projects where the normal adjustment based on

the prevailing AAF is insufficient to cover crime prevention/

security costs in addition to normal operating costs.
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LAW.  Authority for these adjustments is addressed in

Section 8(c)2(B) of the United States Housing Act of 1937, as

amended, which reads in part:

"The  HAP  contract shall further provide for the Secretary

to make additional adjustments in the maximum monthly rent

for units under contract to the extent he determines such

adjustments are necessary to reflect increases in the actual

and necessary expenses of owning and maintaining the units

which have resulted from substantial general increases in

real property taxes, utility rates, or similar costs

 emphasis added  which are not adequately compensated for by

the adjustment in the maximum monthly rent.

ELIGIBILITY REQUIREMENTS.  The current practice for justifying

special Section 8 rent adjustments calls for the cost increase

to be substantial and general to the area where the project is

located, in contrast to being confined solely to the owner's

project.  This same standard is maintained in the latest

adjustments approved for non-drug related crime prevention in

order to ensure that security cost increases are not due to an

owner's negligence or mismanagement.

Eligible hardware items for security include fences, lights,

security systems, security locks, cameras, etc.  Security

measures may include the purchase, installation, maintenance

and capital repair of eligible hardware items.  (Note that in

limited instances physical alterations to a project site may

trigger an environmental review.  See 24 CFR 219.125 for

guidance on what events might require an environmental

compliance review.)

FUNDING.  Specific appropriations are not available to fund

special rent increases for crime prevention and security.  Like

all other special rent increases, the adjustment for crime

prevention and security will be paid out of the project's

contract/budget authority.  Field Offices/Contract

Administrators will need to review the project's contract

authority to determine if it is adequate to meet the projected

demands for housing assistance for the remaining incremental

term of the contract.

If contract authority is inadequate to meet projected demands,

a Contract Amendment must be requested through Headquarters,

Office of Multifamily Housing Management, Program Support

Branch, prior to approving the special adjustment.

OWNER SUBMISSION REQUIREMENTS.  The application for a special

rent adjustment under the procedures contained in this Notice

must include the following items which are submitted to the

Field Office or Contract Administrator:
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1.   Owners must submit sufficient evidence that the cost

     increase resulting from a crime problem is substantial

     and general to the area where the project is located.  In

     addition, since these special increases address general

     crime and do not authorize drug-related adjustments, the

     owner must document that the crime problem that the

     special adjustment is meant to cure is not primarily

     drug-related.

2.   Certification and substantiation that revenues from the

     project are not adequate to pay for security measures or

     other actions which are necessary for the safety of

     residents and essential for the operation of the project.

3.   A written plan addressing the security needs of the project

     and proposed measures to rectify them.  Within this plan the

     owner must identify and define the need for the hardware

     items the requested special adjustment will finance.  The

     security plan is expected to address all aspects of property

     operations including tenant selection, eviction policies,

     maintenance, etc.  (Note that HUD does not give prior

     approval of tenant selection plans, house rules or eviction

     plans; however, HUD reserves the right to review these items

     during a management review or physical inspection of the

     property.)

4.   Identification of the specific use(s) for the requested

     adjustment (i.e., list hardware items and costs).  The

     owner/agent must seek three competitive bids if the hardware

     costs, including installation, exceed $15,000.  If the

     project's staff is installing the hardware items, all

     installation costs must be approved by the Field Office.  In

     addition, all identity of interest relationships between the

     owner/agent and vendors, suppliers, etc., must be disclosed

     in the application.

5.   As part of the comprehensive security plan that owners

     are submitting to HUD Field Offices/Contract

     Administrators, in instances where they are required to

     seek competitive bids for hardware costs exceeding

     $15,000 per project, owners are to show how they plan to

     conduct outreach for contractor services and solicit

     minority-owned and women-owned businesses.

6.   Certification and substantiation that the owner/agent has

     encouraged tenants to take steps to address the on-going

     crime problems affecting the community and the project

     (e.g., encouraged the organization of a neighborhood

     watch committee, joined with other community groups

     concerned with community security, invited local police

     to provide formal training and technical assistance for

     tenants).
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7.   Certification and substantiation that the owner/agent has

     requested an independent entity (e.g., the police, the

     sheriff or a non-identity of interest third party) to

     perform a review of the security measures needed for the

     project.

 8.  Calculations for the special adjustment shall be made on

     Form HUD-9833B:  Section 8 Annual Contract Rent

     Adjustment Worksheet, Part G, "Special Adjustments for

     Taxes, Insurance or Utility Cost Increase."  Owners are

     instructed to add an entry for "Other" (to cover "similar

     costs" language in the statute) in the blank space on the

     right side of the form next to the marked entries and

     specify that the special adjustment is for crime

     prevention/security.

 9.  Certification that the project's residents have received

     a copy of the security plan and that the owner has

     encouraged participation of the residents.

10.  For FmHA Projects (HUD is the Contract Administrator).  The

     owner should submit an application, as detailed in this

     Notice, to the HUD Field Office and FmHA simultaneously.

     FmHA should review the application and submit its findings

     to the HUD Field Office.  The HUD Field Office will then

     evaluate the application and determine whether a special

     adjustment should be processed.

11.  For Projects Where the Contract Administrator is Other

     Than HUD.

     A.   The owner must submit an application as

          stated in this Notice to the Contract

          Administrator.  HUD Handbook 4350.5, Subsidy

          Contract Administration and Field Monitoring,

          Chapter 6, Page 6-1, Paragraph 6-2, requires

          the owner to submit sufficient supporting and

          financial data to the Contract Administrator

          to support the special adjustment in the

          rents, and the Contract Administrator is

          responsible for processing the special

          adjustment whether it is for property taxes,

          utility rates, or hazard and liability

          insurance premiums.  There is no difference

          between processing a special adjustment for

          these purposes than for crime prevention.

     B.   Approved special rent increases are to be

          paid out of the project's contract/budget

          authority.  If the contract/budget authority

          is inadequate, all requests for Contract

          Amendments must be forwarded to HUD
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          Headquarters.  See the Funding section earlier in this

          Notice for further information.

     FIELD OFFICE/CONTRACT ADMINISTRATOR PROCESSING INSTRUCTIONS.

     Calculations for this special adjustment will be submitted by

     owners on Form HUD-9833B, Section 8 Annual Contract Rent

     Adjustment Worksheet, Part G, "Special Adjustments."  Owners

     are instructed to add an entry for "Other" (to cover the

     "similar costs" language in the statute) in the blank space

     next to the entries for "Taxes," "Insurance," and "Utilities"

     and specify that the special adjustment is for crime

     prevention/security.

     Field Offices/Contract Administrators are instructed to follow

     existing instructions in Handbook 4350.1 REV-1 for processing

     special rent increases; in particular paragraphs 34-6 through

     34-8 provide general processing instructions, including a

     walk-through of how to compute the actual dollar amount of the

     special adjustment to approve (including how to work up the

     throw-off/distribution allowance if applicable) and relevant

     "back out" procedures.  The instructions and requirements

     contained therein are incorporated here by reference.

     The expiration of a special adjustment does not constitute a

     "reduction in rent."  This point is especially relevant to

      142(d) of the Housing and Community Development Act of 1987

     which limited reductions in Section 8 contract rents to

     specific causes.  Reductions for other reasons are prohibited

     unless agreed to by the owner.  The owner, by accepting the

     special adjustment, agrees to this reduction when the security

     problems are rectified or expenses decrease.  Thus, HUD Field

     Offices and Contract Administrators are authorized to decrease

     contract rents or "back out" the special adjustment when the

     need for the rent increase no longer can be justified.  HUD

     Field Offices/Contract Administrators should review all

     specials periodically (i.e., no less than annually) at the time

     the next annual adjustment of the rent is due to see if the

     special adjustment in place can still be justified or if it has

     to be backed out.  Such a practice ensures that the special

     adjustment is not forgotten about and remains in effect only as

     long as it is needed.

     As part of their request for a special adjustment under these

     procedures, owners must submit a plan to the Field Office/

     Contract Administrator that addresses all aspects of a

     property's operations.  This plan must define and justify

     current security needs and proposed security actions.  The

     rationale for this request is to assist the Field Offices and

     Contract Administrators in evaluating security measures and

     decide whether or not the requests are necessary to cure the

     non-drug related criminal activity.  Note that Field Offices

     and Contract Administrators will have the discretion to
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     exercise a good deal of judgment in applying the guidance

     contained in this Notice.

     APPEALS OF SPECIAL RENT INCREASE DECISIONS.  Owner appeals will

     follow existing procedures as set forth in HUD Handbook 4350.5,

     Subsidy Contract Administration and Field Office Monitoring,

     Section 2.  The requirements of that part are incorporated here

     by reference.  In summary, the first level of appeal is to the

     HUD Field Office or Contract Administrator which issued the

     contested decision.  This appeal to the Field Office/Contract

     Administrator is at least one administrative level above the

     level which made the final decision on the owner's original

     submission.  The final level of appeal is to the Director,

     Regional Office of Housing, for the office having jurisdiction

     over the property.

     For the next 90 days Field Office staff may direct questions

to James S. Cruickshank, Planning and Procedures Division,

Headquarters, at (202) 708-4162 or through cc:mail FHCPOST3 and

thereafter to their designated Desk Officer in the Operations

Division.  Owners and managers should direct their questions to

their HUD Field Office.

                              __________________________________

                              Assistant Secretary for Housing

                              - Federal Housing Commissioner
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