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Multifamily Program Center Directors; Section 8 Public Expires: November 30, 2002

Housing Agencies; and Owners/Agents

Cross References:

Subject: Section 8 Tenant-Based Assi stance (Enhanced and
Regul ar Housi ng Choi ce Vouchers) For Housing Conversion
Actions — Policy and Processing Gui dance

1. Pur pose. The purpose of this notice is to revise the
fundi ng process and several adm nistrative policies
concerni ng regul ar and enhanced vouchers provided as
the result of Housing conversion actions.

2. Backaground. Over the past few years and subject to the
avai lability of appropriations, HUD has provided
t enant - based rental assistance in order to assist
eligible residents that are affected by several
different types of owner or HUD actions in HUD s O fice
of Multifam |y Housing prograns (collectively described
as “Housi ng conversion actions”). These actions are
owner decisions to opt-out of or not renew Section 8
pr oj ect - based contracts (opt-outs); owner prepaynment of
the nortgage or voluntary term nation of the nortgage
i nsurance of a preservation eligible property
(preservation prepaynents); HUD enforcenent actions
agai nst the owner (including term nation or non-renewal
of a Section 8 project-based housing assi stance
payments (HAP) contract); and HUD property disposition
activities.

Dependi ng on the Housi ng conversion action, eligible
fam |l ies receive either regular voucher assistance or
enhanced voucher assistance. Enhanced voucher

assi stance under Section 8(t) of the United States
Housi ng Act of 1937 differs fromregular housi ng choice
voucher assistance in two major respects. |If the
famly remains in the project, the famly nust continue
to contribute towards rent at |east the anount the



fam |y was paying for rent on the eligibility event,
and a hi gher “enhanced” paynment standard is used to
determ ne the amount of subsidy when the gross rent
exceeds the normally applicable PHA paynent standard.

This notice supersedes HUD Notice PIH 2000-9. Wile
much of the information in this notice is the same as

t he gui dance previously provided in HUD Notice PIH
2000-9, the follow ng policy changes and clarifications
are included:

A. The procedures for processing housing choice
voucher funding for Housing conversion actions
have been significantly streamined. |In addition,

the effective date of the annual contri butions
contract (ACC) is specified. (pages 13-17)

B. PHAs are no longer required to cost-justify the
$250 special fee provided for the extraordinary
adm ni strative costs associated with a Housi ng
conversion action. PHAs will automatically
receive the full $250 special fee for each
occupi ed unit covered by the conversion action at
the time the funding increnent is added to the
PHA' s ACC exhibit. (pages 12-13)

C. Gui dance on the PHA screeni ng of Housi ng
conversion fam lies has been slightly revised to
ensure that the PHA screening of applicants is
consistent with the PHA screening policy for
regul ar adm ssion applicants. (page 6)

D. Addi ti onal guidance is provided on determ ning
whet her enhanced or regul ar voucher assistance is
made available to eligible famlies. (pages 3-5,
pages 24-25)

E. The notice revises information previously provided
on owner opt-outs to clarify famlies assisted
under rent supplenent contract that end are only
eligible for enhanced voucher assi stance under
section 524(d) of the Multifam |y Assisted Housing
Ref orm and Affordability Act of 1997 (MAHRA) in
very limted circunstances. (page 18)

F. The notice adds a new conponent to the owner opt-
out category. Eligible |lowinconme famlies
assi sted under a rent supplenent contract that
term nates but is not covered by section 524(d) of
MAHRA may now receive regul ar voucher assistance
in certain circunstances, subject to the
avai lability of appropriations. (page 4)



G Gui dance on the enhanced voucher policy on over-
housed fam |ies has been expanded. (pages 27-29,
35-36)

H. The notice inplenments a new policy on retaining
enhanced voucher protections for eligible famlies
that do not imediately qualify for a voucher
subsi dy because the owner’s initial gross rent
following the eligibility event will be |less than
the famly share. (page 25)

The FY 2001 MIlitary Construction and FY 2000

Emer gency Suppl enental Appropriations Act anended
t he enhanced voucher statute at 8(t) to provide
that famlies have the right to elect to remain in
t he same project with enhanced voucher protection.
The Section 8 Renewal Policy Cuidebook, issued by
the OOfice of Multifam |y Housing on January 19,
2001, provides guidance on an owner’s
responsibility to accept enhanced voucher

assi stance on behalf of eligible tenants if the
owner opts-out of the Section 8 project-based
contract. The notice clarifies that these sane
protections also extend to famlies that receive
enhanced voucher assistance as the result of
preservation prepaynents. (page 25)

PART | General Progranmatic Policies for Housing Conversion
Acti ons
A. Covered housi ng conversion actions.
B. Conmon tenant-based programmatic i ssues for Housing
conversion actions.
C. Fundi ng processing issues and the special fee.
D. Fundi ng procedures.

A.  Housing Conversion Actions

The follow ng actions constitute “Housi ng conversion
actions” and are covered by this notice.

Preservation prepaynents. |f appropriations are
avai l abl e, certain residents of preservation eligible
properties (generally Section 236 and Section 221(d)(3)
projects) are eligible for enhanced voucher assi stance
when the owner prepays the nortgage or voluntarily
term nates the nortgage insurance. Part Il of the
notice covers famly eligibility for enhanced vouchers
as a result of a preservation prepaynent.




Proj ect - based opt-outs. When an owner chooses to end
participation in certain programs by either opting-out
of or not renewing certain expiring Section 8
contracts, eligible | owinconme residents assisted under
the expiring Section 8 project-based contract are
eligible for enhanced voucher assistance. The opt-out
category includes cases where Section 8 contracts in
restructured projects are converted to tenant-based
assi stance in accordance with section 515(c) of the
Multifam |y Assisted Housing Reform and Affordability
Act of 1997. In the case of a 515(c) opt-out only, al
fam | i es assisted under the expiring contract are

i ncome-eligible for enhanced voucher assistance.

Eligible | owincone residents assisted under a rent
suppl enment contract under Section 101 of the Housing
and Urban Devel opnent Act of 1965 that ends at
expiration of a Section 8 HAP contract for units in the
project are also eligible for enhanced voucher
assistance. |In the case where a rent suppl ement
contract ends and there is not an expiring Section 8

proj ect - based contract at the project, reqular vouchers
are provided to the eligible Iow income famlies
covered by the rent supplenment contract, subject to the
avai lability of appropriations.

HUD enf orcenent actions. |In these cases, HUD is either
term nating the Section 8 project-based HAP contract or
not offering the owner the option to renew an expiring
Section 8 project-based HAP contract due to an owner’s
failure to conply with the terns of the HAP contract.

It includes suspensions and debarnments.

HUD enf orcenent actions may also result from materi al
adverse financial or managerial actions or om ssions

that |ead to either owner default under a FHA-insured
nort gage (nmonetary or technical) or a docunented

mat eri al violation of one or nore of the obligations

under the project’s Regul atory Agreenent.

Eligible fam lies are usually assisted with regul ar
vouchers in these circunstances because fam lies nust
nove to receive housing choice voucher assistance.
Units subject to an enforcenent action are usually not
in decent, safe, and sanitary condition.

PHAs nust not approve an assisted tenancy if the PHA
has been infornmed that the owner is debarred,
suspended, or subject to a linmted denial of
participation. Furthernore, PHAs nay al so di sapprove
owner participation in the housing choice voucher
program for a nunber of other grounds described in the
housi ng choi ce voucher program regul ati ons. For
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exampl e, the PHA may di sapprove the owner if an owner
has vi ol ated obligations under a HAP contract under
Section 8 of the 1937 Act; if the owner has commtted
fraud, bribery or any other corrupt or crimnal act in
connection with any federal housing program or if the
owner has a history or practice of non-conpliance with
appl i cabl e housi ng standards | eased with Section 8

pr oj ect - based assi stance or | eased under any housi ng
program HUD encourages the PHA to di sapprove a
tenancy for any of these grounds in a case where
vouchers are provided because HUD is taking an

enf orcenent action agai nst the owner.

In a few situations, however, famlies assisted under a
Section 8 project-based HAP contract that is being
term nated may be able to remain at the property. In
such a case, the project-based famlies would qualify
for enhanced vouchers. These exceptions are further

di scussed in detail in Part Il of the notice.

HUD property disposition (PD). |In these cases HUD is
selling the property at a foreclosure sale, or is the
nort gagee-i n-possessi on or owner of the nultifamly
property due to an owner default on an FHA-insured
nortgage and is closing down the property or selling
the property to a new owner. Regular vouchers are
provided to assist eligible owincome famlies in

t hese cases.

Common tenant - based program i ssues for Housing
conversi on actions.

I n general, housing choice voucher programrules,
regul ati ons, and requirenents apply to speci al

adm ssi on vouchers made avail able for famlies as the
result of Housing conversion actions. Enhanced
vouchers have several unique requirenents that are
covered extensively in Part Il of this notice.

The follow ng program gui dance is applicable to all
Housi ng conversion actions and both regul ar and
enhanced voucher assi stance.

(1) Tenant-based nature of the assistance. Housing
choi ce vouchers (including enhanced vouchers) provided
as the result of a Housing conversion action are al ways
t enant - based assistance. Famlies issued vouchers may
el ect to use the assistance in the same project and in
all cases may choose to nove fromthe property

i mmedi ately. Families may i nmedi ately nove outside of
the jurisdiction of the adm nistering PHA under the
portability provisions of the voucher program There is
no guarantee to the owner that any housi ng choice
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voucher assistance will be used at the property for any
period of tinme. The PHA shoul d enphasize the tenant-
based aspect of the assistance when briefing the

fam lies, who may be unfam liar with the concept of

t enant - based assi stance and the freedom of choice
associated with a tenant-based subsi dy.

(2) PHA screening of fanmilies. By agreeing to
adm ni ster the special adm ssion tenant-based

assi stance, the PHA is not relinquishing its authority
to screen potentially eligible famlies or deny

assi stance for any grounds allowed by 8982.552 and
8§982.553. The screening of fam lies and decisions to
deny adni ssion to the program nust be the same as the
PHA policy for screening regular adm ssions of fanmlies
fromthe PHA waiting |ist.

The PHA nust provide a famly with an opportunity for
an informal review if it denies the famly adni ssion to
t he voucher programin accordance with the housing

choi ce voucher regulations. While the decision to deny
assi stance rests with the PHA, HUD encourages PHAs to
provi de an otherwi se eligible resident with the
opportunity to enter into a repaynment agreenment if the
sol e reason for the denial is that the famly owes the
PHA or another PHA rent or other anmounts in connection
with public housing or Section 8.

(3) Use of owner certifications for determ ning tenant

income. In order to reduce processing time, HUD
permts the PHA to use the owner’s nost recent fanmly
income exam nation if (a) the owner’s current
certification for the famly is no nore than six nonths
old and (b) the PHA determ nes that the owner
certifications are acceptable after review ng a smal
sanpl e for accuracy. The PHA is never required to use
t he owner certifications and may choose to conduct its
own i ncone determ nation and verification.

Federal |aw and program regul ations require a

reexam nation of famly incone and conposition at | east
annually. Therefore, if the PHA chooses to use the
owner’s incone certification, the PHA nust conplete the
subsequent fam |y reexam nation within one year of the
date of the owner certification, not the date the PHA
accepted the owner certification in |lieu of conducting
its own determ nation.

(4) PHA subsidy standards. The PHA issues the housing
choi ce vouchers in accordance with the PHA subsi dy

st andards, not the actual size of the unit the famly
is currently occupying. There is a special rule for
enhanced vouchers concerning famlies who reside in
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over-sized units and wish to remain at the property.
Thi s exception only applies to enhanced voucher
assi stance and is covered in Part Il of this Notice.

The normal tenant-based programrules apply in al

ot her cases. The famly unit size deterni ned by the
PHA subsi dy standards is used to cal cul ate the maxi mum
rent subsidy for the famly. The paynent standard for
the fam|ly must be the |ower of the paynment standard
for the famly unit size under the PHA subsidy

st andards or the paynent standard for the actual size
of the unit rented by the famly (see 8982.402(c)).

(5) Termof the voucher. Since these vouchers are
targeted to specific famlies adversely affected by HUD
or owner actions in HUD nultifamly projects, the PHA
is encouraged and expected to provide famlies with
maxi mum search tine that is reasonably required to

| ocat e housi ng.

(6) Rent reasonabl eness and approval of tenancy. All
regul ar program requirenents concerning the
reasonabl eness of the rent apply, regardl ess of whether
t he vouchers are enhanced vouchers or regul ar vouchers.
(Reasonable rent is defined at 24 CFR 982.4 as a rent
to owner that is not nore than rent charged: (1) for
conparable units in the private unassisted market; and
(2) for conparable unassisted units in the prem ses.)
The PHA nmay not approve a |ease until the PHA
determ nes that the initial rent to owner is a
reasonabl e rent, regardl ess of whether the famly
prefers to remain in the famly' s current unit. The
PHA nmust determ ne the rent requested by the owner is a
reasonabl e rent in conparison to other conparable
unassi sted units based on the current condition of the
unit. The PHA does not base the rent reasonabl eness
determ nation on any pendi ng or planned enhancenents to
the property. |If the PHA determ nes the proposed rent
is not reasonable, the owner nmust |lower the rent or the
famly will have to find another unit in order to
benefit fromthe voucher subsidy.

PHA approval of the assisted tenancy nmust be in
accordance with programrequirenments, regardl ess of
whet her the famly is staying in the unit at the
property or noving to a new | ocation. The PHA may not
approve any tenporary or short-term | eases between the
famly and the owner. The initial |ease term nust be
for at | east one year unless the PHA has deterni ned for
t he housi ng choi ce voucher programthat a shorter term
woul d i nmprove housing opportunities for the tenant and
such shorter termis the prevailing | ocal market
practice (see §982.309).



(7) Housing Quality Standards (HQS) inspections. The
PHA must inspect the unit and ensure that the unit
neets the housing quality standards of the program
regardl ess of whether the famly is residing in a unit
t hat was previously assisted under a Section 8 project-
based contract. Under no circumstances may the PHA
make housi ng assi stance paynents for any period of time
prior to the date that the PHA physically inspects the
unit and determ nes the unit neets the housing quality
st andards. The PHA does not make any exceptions to the
normal housing quality standards used by the PHA and
conducts a conplete HQS i nspection of the unit.

(8) Timng issues involving HAP contract execution and
effective dates. The funding process is intended to
result in issuance of the voucher to the famly at

| east 60 days prior to the target date of the Housing
conversion action. The target date refers to the date
that the famly would be inpacted by a rent increase or
possi bl e di spl acenent as a result of the conversion
action. For exanple, under an opt-out or HUD

enf orcenent action the target date is the date which
the project-based HAP contract expires or is

term nated. For a preservation property, the target
date is the earliest date the owner nmay increase the
rent (no earlier than 60 days following the effective
date of the prepaynent). However, in sone
circunmstances it may not be possible to issue the
voucher 60 days before the target date.

Before approving a fanmly to |lease a dwelling unit with
voucher assistance, the PHA nust determ ne that the
following conditions are net: (1) the unit is eligible,
(2) the unit has been inspected by the PHA and passes
HQS, (3) the lease includes the tenancy addendum (4)
the rent to the owner is reasonable, and (5) at the
time a famly initially receives tenant-based regul ar
voucher assistance for occupancy of a dwelling unit and
where the gross rent of the unit exceeds the applicable
payment standard for the famly, the famly share
(gross rent m nus subsidy) must not exceed 40 percent
of the famly’s adjusted nonthly inconme. (The 40
percent restriction is not applicable in the case of a
fam |y assisted with enhanced voucher assistance. See
part 11 of this notice for a detailed discussion of the
enhanced voucher subsidy cal cul ation.)

Once these conditions are nmet, the PHA may approve the
unit for leasing. PHAs are rem nded that while the PHA
must use best efforts to execute the HAP contract

bef ore the beginning of the | ease term the HAP
contract may be executed up to 60 cal endar days after

t he begi nning of the | ease term (see 8982.305(c)). |If
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the HAP contract is executed during this period, the

PHA wi || pay retroactive housing assistance paynments to
cover the portion of the PHA approved | ease term before
execution of the HAP contract. However, under no

circunmst ances may the PHA make paynents to the owner
before the HAP contract is executed. Furthernore, any
HAP contract executed after the 60-day period is void
and the PHA may not pay any housing assi stance paynent
to the owner for that period.

I n sonme circunstances where the funding is not yet
avai l abl e on the target date, this 60-day w ndow can
prevent unnecessary hardship on the famly. For
instance, if the unit is approved by the PHA and the
owner is willing to |lease the unit to the famly with
t he understanding they will receive HAP paynents
retroactively (provided the HAP contract is executed
within the follow ng 60 days), the famly can be
protected even though the funding is not available. It
is crucial that the PHA nake the unit approval
determ nation before the target date, since under no
circunstances nay an assisted | ease term comence
before the date the PHA approves the unit for | easing.
VWil e the process is designed to have the voucher
fundi ng avail able well before the target date, HUD
public housing staff and PHAs may find this 60-day
measure of last resort a valuable tool for conpleting
the transition with no disruption.

In establishing the effective date of the tenant-based
HAP contracts, it is very inportant to nake a

di stinction between faml|ies who choose to stay in the
property and famlies who choose to nove. The PHA nay
not approve a tenancy (and execute a housing choice
voucher HAP contract) on behalf of a stayer (famly
that stays in the project) for a |lease termthat is
effective prior to the target date of the Housing
conversion action. For a famly that is noving,
however, the PHA nay often approve a tenancy that
begi ns before the target date, since in strong rental

mar kets potential |andlords will not hold a unit
vacant .
(9) ILnitial and subsequent use of vouchers. Al

housi ng choi ce vouchers (enhanced or non-enhanced)
provided in connection with a Housing conversion action
are special adm ssion vouchers. Special adm ssion
vouchers differ fromregul ar vouchers in that the
assistance is provided by HUD with a specific famly in
m nd. The PHA nust first use the allocation to assi st
the famlies targeted for assistance. The PHA does not
consi der whether the famly is on the housi ng choice
voucher waiting list or the famly’'s position on the
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housi ng choi ce voucher waiting list.

VWhen HUD provides vouchers to a PHA as the result of a
Housi ng conversion action, HUD will offer housing

choi ce voucher funding on a one-for-one replacenment
basis to make up for the loss of the affordabl e housing
units in the community, subject to the availability of
appropriations. For exanple, if an owner is opting-out
of a 100 unit Section 8 project-based contract, the
Departnment will offer funding for 100 vouchers to the
adm nistering PHA. The PHA will use the assistance to
assist the eligible famlies affected by the opt-out.
Any additional vouchers under this allocation (for
exanpl e, unused vouchers resulting fromvacant units
under the expiring project-based contract or units
occupied by ineligible famlies) may be used by the PHA
to assist famlies on the PHA waiting |ist.

Simlarly, if the owner of a preservation eligible 100
unit Section 236 property prepays the nortgage, the PHA
will receive an allocation of 100 vouchers. |If 15
vouchers remai n unused after issuance to the eligible
residents of the property, the PHA retains the vouchers
and may use themto assist famlies on the PHA waiting
list. |If the PHA uses remining voucher funding to
assist famlies on the PHA waiting |ist, the voucher is
sinply a regul ar voucher and does not have any enhanced
features.

Note that the one-for-one replacenent is based on the
nunmber of units inpacted by the Housing conversion
action, which may or may not correspond to the total
nunmber of units in the project. For instance, in the
case of Section 8 project-based contract opt-out, if
the contract is for 50 units and the property has a
total nunber of 75 units, the PHA would be offered an
allocation of 50 units. Likewise, if an owner is
prepayi ng the nortgage of a 100 unit preservation
eligible property, but there is a Section 8 project-
based contract for 40 units that is continuing (and
will be handl ed as a separate Housing conversion action
at the time of contract expiration), the PHA will be
of fered 60 vouchers under the one-for-one replacenment

policy.

If a voucher issued to a famly as the result of a
Housi ng conversion action turns over for any reason,
the PHA retains the voucher for use as part of its
housi ng choi ce voucher program Note that in cases
where an enhanced voucher turns over follow ng initial
i ssuance (i.e., an enhanced voucher participant |eaves
t he program), the voucher |oses its special enhanced
characteristics and is subject to all normal program
rul es.
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(10) Ilnapplicability of the PHA incone targeting
requirement. In general, not |ess than 75 percent of
the famlies admtted to a PHA's tenant-based voucher
program during the PHA fiscal year nust be targeted to
fam | i es whose annual incone does not exceed 30 percent
of median incone. Famlies admtted to the PHA s

t enant - based voucher programas a result of a Housing
conversion action are not subject to the incone
targeting requirenments of the tenant-based program and
their adm ssion is not counted in determ ni ng whet her
the PHA is conplying with the income targeting
requirenment.

C. Fundi ng Processing | ssues and the Speci al Fee.

(1) General information. The tenant-based funding
process is conplicated by the relatively short anmount
of time available to conplete the process before
fam | ies nmay be adversely affected by a Housing
conversion action. Therefore, the npst inportant step
in the entire process is to initiate the funding
process as early as possible. In general, the funding
process must begin at |east 120 days prior to the
target date of the Housing conversion action (and at

| east 180 days in cases where famlies will have to
nove to receive voucher assistance). Failure to
initiate the process with sufficient tine available is
the single greatest obstacle to conpleting the Housing
conversion action in a satisfactory manner.

Excel | ent comuni cati on between HUD s Offices of
Housi ng, Public Housing, and the Section 8 Financi al
Managenent Center, as well as the owner, the PHA and
the residents, is critical to the process. Staff
responsibility for comrunication and techni cal
assistance in the Field Ofice should al ways foll ow
program | ines of authority.

For example, HUD's O fice of Housing is primarily
responsi ble for ensuring that the owner is aware of and
conplies with any owner requirenments. Housing staff

al so serve as the owner’s prinmary HUD cont act

t hroughout the entire conversion process. On the other
hand, HUD oversi ght and managenent responsibilities for
t he housi ng choi ce voucher programrests with the

O fice of Public Housing. This nmeans the O fice of
Public Housing is responsible for selecting the PHA
that will be asked to adm nister the tenant-based
assistance. Only the O fice of Public Housing may
extend an invitation to a PHA to adm ni ster housing
choi ce voucher assistance. Also, only Public Housing
staff should provide technical assistance and gui dance
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on any rel ated tenant-based program i ssues.

Thi s does not nean that Housing staff is prohibited
from communi cating with the PHA or that Public Housing
staff is barred from having di scussions with an owner.
However, it is inportant that HUD gui dance and
instructions are provided by the appropriate program
staff person to avoid any errors or confusion that nay
hanper the process.

(2) Special fee for extraordinary costs associated with

t he covered Housing conversion actions.

(a) Background. In order to avoid or at |east

m nimze any adverse inpact of the conversion action on
the affected famlies, the adm nistering PHA nust
conplete a nunber of tasks within a relatively short
amount of tinme. These tasks include conpleting and
subm tting the fundi ng application; determ ning each
individual famly's eligibility; review ng proposed
rents; and conducting housing quality standards

i nspections on potential units. In the majority of
Housi ng conversion actions, the PHA will not be able to
absorb the increased work-1oad over several nonths but
must work with all the potentially eligible residents
who are making the transition sinultaneously. The
chal l enge may be further exacerbated by the fact that
many or all of the affected residents either want or
are required to rel ocate.

Dependi ng on the nunmber of residents affected by the
action, PHAs nay have to borrow staff from neighboring
agencies in order to pronptly process and assi st all
the eligible famlies. G ven the pressing deadlines
associ ated with nost Housi ng conversion actions, HUD
has encouraged PHAs to begin tasks such as certifying
fam | i es and approving units before the PHA actually
recei ves the ACC fundi ng exhibit.

PHAs will receive a special fee for the extraordinary
costs resulting froma covered Housi ng conversi on
action. The purpose of this special fee is twofold:
(1) to conpensate PHAs for any extraordinary

adm ni strative costs associated with these speci al

pur pose allocations; and (2) to ensure PHAs wil |
recei ve reinmbursenent for their efforts in the rare

i nstances where the pendi ng conversion action does not
ultimately happen because of a decision by the owner or
HUD. This fee only applies when a PHA agrees to
adm ni ster tenant-based assistance for a potenti al
Housi ng conversion action. The special fee is only
applicable in the case of a Housing conversion action.
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Ot her conversion actions, such as public housing

repl acenents or Section 8 noderate rehabilitation
contract expirations, are not eligible for the special
fee.

(b) Ampunt of fee. The ampunt of the fee is $250 per
unit for the total number of occupied units covered by
t he Housi ng conversion action as determ ned by HUD.
PHAs are no longer required to cost-justify the anpunt
of the fee clained.

(c) Processing the special fee for extraordinary
adm nistrative costs. HUD will automatically include
funding for the special fee under a separate funding
code as part of the ACC funding increment for the

t enant - based assi st ance.

Procedures for Processing Section 8 Voucher Fundi ng For

Housi ng Conversi on Actions.

The greatest challenge to conducting a successful
transition to housing choice voucher assistance as the
result of a Housing conversion action is the relative

| ack of time. The tinmelines below are provided as a
rough guide only. VWile the steps are identified in

t he general sequence they often occur, sone steps are
conditi oned on conpl etion of the precedi ng steps,
whereas others may be conpl eted sinultaneously or even
earlier than some of the preceding steps. The
description of each step is followed by a code that
identifies the entity primarily responsible for
conpleting the step (e.g., OV 2 indicates that the
step in question is the second step for which the Field
Ofice Multifamly staff has primary responsibility).
All parties are encouraged to conplete their respective
tasks at the earliest opportunity possible.

Attachment 1 to this notice is the voucher funding
request wor ksheet for Housing conversion actions. This
wor ksheet is to be used for all Housing conversion
actions. The worksheet is designed to significantly
reduce the adm nistrative burden on field staff and to
speed the fundi ng process. HUD Headquarters uses the
information fromthe formto calculate the estimted
budget authority on an average per unit cost basis.

Note that a separate voucher fundi ng request worksheet
is conpleted for each Housing conversion action. For
exanple, if an owner is prepaying the nortgage of a
preservation eligible property and opting out of a
Section 8 project-based contract on the same property,
the Field Ofice will prepare two voucher funding
request worksheets — one for the prepaynent and one for
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t he opt-out.

Abbr evi ati ons
The foll ow ng abbreviati ons are used:

FMC - Section 8 Financial Managenent Center staff
FO- HUD Field Ofice
HQ - HUD Headquarters (Program area foll ows)
OWH — Ofice of Multifam |y Housing staff (Field Ofice
unl ess ot herw se not ed)
OPH - Ofice of Public Housing staff (Field O fice unless
ot herwi se not ed)
PAHD - PIH Office of Public and Assisted Housing Delivery
PHA - Public Housi ng Agency staff
TD - Target Date (the date when a famly nmay suffer a rent
i ncrease or displacement unless the Housi ng conversion
action is conpleted and the eligible fanmlies are
under Section 8 tenant-based HAP contracts).

The target dates for the various Housi ng conversion actions
are as follows:

Preservation prepaynent -- The date the owner can
first increase the rent after the prepaynent (no
earlier than 60 days fromthe effective date of the
prepaynent).

Proj ect-based Opt-out -- Expiration or term nation
date of the project-based contract or maturity of
rent suppl ement nortgage.

Enforcement Action -- Term nation or expiration date
of project-based contract.

PD Sales -- The date of the sale of the property.

Timeline 1

This tinmeline applies to all Opt-outs and Preservation
Prepaynments. The tinmeline also applies to PD Sales where it
is anticipated the units will nmeet voucher program

requi renents.

St eps 1 - 14 15-17 18. ..
N R R R R IUNEEEEE IEEREEE REERREES IR
210 180 150 120 90 60 TD
Days
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Tinmeline 2

This tinmeline applies to all HUD Enforcenment Actions. It
al so applies to PD sales where units do not nmeet voucher
program requirenents.

St eps 1 - 14 15 - 17 18
R RS JOREREEE |- JOEREEE | =--- e |- | >
Days 210 180 150 120 90 60 TD
St eps

1. Field OVH determ nes that housing choice vouchers are
needed for a Housing conversion action. Field OWH
informs the Field OPH director (or designated PH staff)
by emai|l or nmenorandum of the pending conversion action.

The emai |l or nmenorandum nust include the foll ow ng
i nformation:

(a) the project nane, address, and tel ephone nunber;

(b) the project nunber/section 8 contract nunber;

(c) type of conversion action and the target date;

(d) indication of whether it is anticipated famlies
w |l have to nove;

(e) bedroom size distribution of conversion action

(e.g., project-based contract), and breakdown of
occupi ed and unoccupi ed units by bedroom si ze;

f) total nunber of units and nunber of occupied units
(g) for enforcement actions and PD sal es, breakdown of
number of assisted (units under project-based

contract) and unassisted units inpacted by action;
(h) Field Multifam |y Housing Contact (indicate whether
staff contact is MF FO or PD Center staff).

Field OWH then takes steps to obtain the current Form HUD-
50059s (or other information fromthe owner in cases where
Form HUD- 50059s do not apply) or otherw se coordinates with
owner and PIH to ensure the PHA will have access to such
records. The nmenmorandum or email nust be provided at | east
120 days before the target date for any Housing conversion
action, and nmust provide at |east 180 days before the date a
famly woul d be subject to a rent increase (e.g., the HUD
term nation date of project-based contract) when it is
anticipated famlies will have to nove (e.g., property is
not decent, safe, and sanitary; owner is in non-conpliance
with Section 8 contract). (OVH 1)

2. Upon receiving notice fromField OWMH, Field OPH

determ nes the appropriate PHA to adm ni ster the housing
choi ce voucher assistance. Field OPH extends invitation to
adm ni ster the housing choice voucher assistance to the PHA

15



and i ndi cates whet her housing conversion action qualifies
for enhanced or regul ar vouchers. (OPH-1)

3. |If PHA accepts invitation, the Field OPH either provides
copi es of the Form HUD-50059s and/or tenant profiles to the
PHA or otherw se coordinates with Field OW to ensure the
PHA has tinely access to such information. The PHA shoul d
not i ndependently approach the owner for tenant information,
particularly in the case of a pending enforcenent action

The Field OPH requests that the PHA submt an application
with the unit distribution based on the actual bedroom size
of the units affected by action. (OPH-2)

4. The PHA submts the application (Form HUD-52515) to
Field OPH (PHA-1)

5. The Field OPH conpl etes the Housi ng Conversion Action
voucher fundi ng request worksheet(s) and submts it directly
to the Section 8 Finance Division in HUD Headquarters.

Field OPH copies the Field OMF contact person, indicating
the date submtted to HQ PIH  The OWF Housing Contact is
responsi ble for inform ng any other OW staff (or the PAE)

t hat the fundi ng request has been submtted to HQ (OPH-3)

6. The PHA should review owner inconme certifications to
determne if those certifications are acceptable. The PHA
i's encouraged to begin income exam nation and verification
process as necessary. (PHA-2)

7. Headquarters OPH reviews the Fundi ng Worksheet and
cal cul ates the budget authority. Contacts Field OPH to
obtain any additional information if necessary. (HQPH-1)

8. Headquarters OPH assigns budget authority for the
t enant - based assistance to FMC (Form HUD 185 Fund
Assi gnnment, HUDCAPS record). (HQPH 2)

9. PHA nust submt funding application if they have not
done so already (Form HUD-52515 and certifications). (PHA-3)

10. Field OPH reviews and approves the PHA application;
transmts the application approval letter to the PHA with a
copy to FMC. (OPH-4)

11. Upon receiving approval letter fromField OPH and
budget authority from HQ (HUDCAPS), FMC reserves/contracts
t he tenant-based funds. (FMC-1)

12. FMC prepares the ACC docunents and the ACC transmtta
letter, forwards transmttal |letter and ACC docunments to PHA
with copy of letter to Field OPH  (FMC-2)

13. PHA issues vouchers to eligible famlies based on the
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PHA subsidy standards. |If at all possible, the PHA issues
vouchers no later than 60 days before the target date to
ensure the famly is provided with opportunity to explore
ot her housing opportunities before being subjected to
possi bl e rent increase. (PHA-4)

14. PHA prepares and submts Budget Revision to FMC. (PHA-
5)

15. FMC processes Budget Revision. (FMC-3)

16. The famly decides whether to stay in place or nove.

The famly submts request for tenancy approval to the PHA.
The PHA reviews rents and inspects units. Once the unit is

approved, the PHA executes the HAP contract with the owner.
NOTE: If famly is staying in-place, the effective date of

voucher HAP contract may not commence before the target

dat e.

( PHA- 6)

E. ACC effective date and contract term The effective
date of the ACC is 60 days before the target date of the
Housi ng Conversion Action for all preservation prepaynents
and owner opt-outs. For preservation prepaynents, the ACC
effective date is the date of prepaynent or voluntary

term nation of the nortgage insurance (since an owner may
not increase rents for at |east 60 days). This is to ensure
famlies are provided with housing search time and the
opportunity to |l ease other units with housing choice voucher
assi stance prior to the date the owner can potentially raise
rents. For project-based opt-outs, the ACC effective date
is 60 days before the contract expiration or term nation

dat e.

In the case of a Housing conversion action (enforcenment
actions and PD sales) where the Field Ofice has indicated
the units are not decent, safe, and sanitary, and it is
anticipated famlies will have to nove to use the housing
choi ce vouchers, the effective date of the ACC is 120 days
before the contract expiration or term nation date or the
date of sale. In all other cases, the effective date of the
ACC is 60 days before the contract expiration or

term nation date or the date of sale.

PART Il Enhanced Vouchers

A. Covered conversion actions.

B. Enhanced voucher famly right to remain.

C. Special conditions of enhanced voucher assistance.

D. Applicability of the special conditions for famlies

currently assisted under the Section 8 tenant-based
pr ogr ans.
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E. On-going adm nistration of enhanced voucher assistance.

A. Covered conversion actions.

Subject to the availability of appropriations, enhanced
voucher assistance will be offered to eligible residents
under the follow ng categories of Housing Conversion actions
- owner opt-outs and preservati on prepaynents, who are
residing in the property on the date of the eligibility
event (the contract expiration or the effective date of the
prepaynent).

(1) Omer opt-outs. In the case of a contract for
pr oj ect - based assi stance where the owner opts-out of or
el ects not to renew an expiring contract, HUD wi ||l nake

enhanced voucher authority available to eligible
fam |l ies covered by the expiring contract, subject to
the availability of funding provided for this purpose
i n advance in appropriations acts.

(a) Covered opt-outs. The project in question
must consi st of nore than four dwelling units and
be covered in whole or in part by a contract for
pr oj ect - based assi stance under one of the

foll owi ng prograns:

(i) the new construction or substanti al
rehabilitation program under Section 8(b)(2)
of the United States Housing Act of 1937 (as
in effect before October 1, 1983);

(ii) the property disposition program under
Section 8(b) of the United States Housing Act
of 1937;

(iii) the | oan managenent assi stance program
under Section 8(b) of the United States
Housi ng Act of 1937,

(iv) the rent suppl ement program under
Section 101 of the Housing and Urban

Devel opment Act of 1965, provided that at the
sane tine there is also a Section 8 project-
based contract at the sanme project that is
expiring or termnating and will not be
renewed;

(v) Section 8 of the United States Housing
Act of 1937, follow ng conversion from

assi stance under section 101 of the Housing
and Urban Devel opnment Act of 1965; or

(vi) the noderate rehabilitation program
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under Section 8(e)(2) of the United States
Housi ng Act of 1937 (as in effect before
Cct ober 1, 1991).

Note that an owner may not choose to opt-out of a
rent supplenent contract. Instead, the rent

suppl enent assi stance ends either at the end of
the termof the contract (generally 40 years after
the first rent supplenment paynent was made) or
when the nortgage term nates, dependi ng on which
event occurs first.

I n addition, although famlies affected by Section
8 noderate rehabilitation opt-outs are eligible
for enhanced vouchers which are subject to the
policies described by Part Il of this notice,

t hese opt-outs are not considered a Housing
conversion action because the expiring contract is
bet ween the owner and the PHA. The PHA is not
eligible to receive the special fee for
extraordinary adm ni strative costs and the
specific funding process instructions contained in
Part | of this notice do not apply to an owner
decision to not renew an expiring Section 8
noderate rehabilitation contract.

(b) Famly eligibility for enhanced vouchers as a

result of an owner opt-out. In order to be
eligible for enhanced voucher assistance, the
resi dent nust be:

(i) alowincone famly (including a very
| ow i ncome famly):; and

(ii) residing in a unit covered by the
expiring Section 8 project-based contract on
t he date of expiration.

A lowincone famly is a famly whose annua

i ncone does not exceed 80 percent of the nedian
incone for the area as determ ned by HUD, and a
very lowincone famly is a fam |y whose annua
i ncone does not exceed 50 percent of the nedian
incone for the area as determ ned by HUD.

In the case of the expiration of a covered Section
8 contract under 515(c) of MAHRA only (mark-to-
mar ket restructuring where the Section 8 project-
based assi stance contract is converted to tenant-
based assistance), all famlies assisted under the
expiring contract are considered incone-eligible
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(2)

f or enhanced voucher assi stance.

(c) Special incone eligibility rules for opt-out
famlies in properties where a preservation
prepaynent preceded the owner opt-out. |If the
owner opt-out of the Section 8 project-based
contract occurs after the owner has prepaid the
nortgage or voluntarily term nated the nortgage

i nsurance of a preservation eligible property,
famlies who do not neet the definition of a | ow

income famly may still be eligible to receive an
enhanced voucher. |In such a case, the famly
must :

(i) reside in a unit covered by the expiring
contract on the date of expiration;

(ii1) have also resided in the property on the
effective date of the prepaynent; and

(iii) neet the income requirenents for
enhanced voucher eligibility for residents
af fected by a preservation prepaynent,
descri bed bel ow.

To deternmine famly eligibility in this
circunstance, the PHA first determ nes incone
eligibility of famlies based on the nornal
eligibility rules for opt-outs. The vast majority
of fam lies assisted under the expiring or

term nating contract should neet the | owincone
definition. For those famlies that are not | ow
income, the PHA will then determne if each famly
lived in the property on the date of prepaynent.

If the famly resided in the property on the date
of prepaynment, the PHA then determnes if the
famly is incone-eligible under the preservation
prepaynent rul es.

If the fam |y neets the preservation incone
requirenments, the famly will receive an enhanced
voucher by virtue of the preservation prepaynment.

For purposes of admnistrative sinplicity, the
PHA sinply issues the fam |y an enhanced voucher
out of the opt-out voucher allocation.

Preservation prepaynents.

(a) Ower prepays the nortgage or voluntarily

term nates the nortgage insurance (preservation
prepaynents). Tenant-based assistance is offered to
eligible residents of projects covered by the Energency
Low- I ncome Housing Preservation Act of 1987 (ELI HPA)
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and the Low I ncome Housing Preservati on and Resi dent
Homeowner shi p Act of 1990 (LIHPRHA). HUD s O fice of
Housing is responsible for identifying project
eligibility under these provisions.

(1) Covered prepaynents. To be considered an
eligible project, the project nust have reached
its 20th year from final endorsenment and nmeet one
of the following criteria:

0 Section 221(d)(3) market rate limted
di stribution projects receiving Section 8
paynents converted from Rent Suppl enment whose
proj ect nunber series is 35001-36599;

o all Section 221(d)(3) bel ow market interest
rate projects whose project nunber series are
55001- 55999 and 57501-57999, unless a Rent
Suppl enent Contract remains in effect between
HUD and the nortgagor;

o all Section 236 projects whose project nunber
series are 44001-44799; 44801-44899; 45001-
45999; and 58501-58999, unless a Rent
Suppl enent Contract remains in effect between
HUD and the nortgagor;

0 a purchase noney nortgage formerly insured
under Section 221(d)(3) or 236;

0 a nortgage held by a state agency as a result
of a sale by HUD wi t hout insurance, which
i medi ately before the sale would have been
eligible | owinconme housing under LI HPRHA;
whi ch nortgage (1) for LIHPRHA projects is, or
is wwthin 2 years of being, eligible for
prepaynment by contract or regulation in effect
bef ore February 5, 1988 wi thout HUD s prior
approval ; or (2) for ELIHPA projects is, or is
within 1 year of being, eligible for prepaynent
under regulation or contract in effect before
February 5, 1988; or

o all State-assisted projects that are eligible
for preservation assistance under LI HPRHA or
ELI HPA.

(2) Elexible Subsidy Projects. Section 536 of
t he Preserving Affordabl e Housing for Senior
Citizens and Families into the 21% Century Act
provi des that any project that receives or has
recei ved assi stance under Section 201 of the
Housi ng and Community Devel opnent Anmendnents of
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1978 (the flexible subsidy program 12 U S.C
1715z-1a) which is the subject of a transaction
under which the project is preserved as affordable
Housi ng (as determ ned by HUD) shall be consi dered
eligible | owincome housing under section 229 of

LI HPRHA for purposes of eligibility of residents
for enhanced tenant-based assistance. The Ofice
of Housing is responsible for determning on a
case-by-case basis if a flexible subsidy project
meets the requirenents of Section 536 concerning
the applicability of enhanced vouchers.

(b) Famly eligibi y for enhanced voucher assi stance

it
in preservation eliqgible projects.

The resident famly mu
preservation eligibl

t be residing in the

e pr

prepaynment or volunta
f

S
project on the effective date of
y term nation of nortgage
i nsurance (or the effective date of the transaction in
t he case of covered flexible subsidy projects), and
must be incone-eligible on that effective date.

r
e
I

(1) Incone Eligibility. 1In order to be eligible

for enhanced voucher assistance, the resident nust

be either:

o] a lowincone famly (including a very | ow
incone famly);

o] a noderate-inconme elderly or disabled famly;
or

o] a noderate-income famly residing in a | ow

vacancy area (3 percent or |ess vacancy
rate). The HUD | ocal office econom st is
responsi bl e for determ ni ng whet her the
proj ect where the owner is prepaying or
voluntarily term nating the nortgage
insurance is located in a | ow vacancy area.

A lowincone famly is a famly whose annua
i ncone does not exceed 80 percent of the nedian
incone for the area as determ ned by HUD.

A noderate-incone famly is a fam |y whose annua
incone i s above 80 percent but does not exceed 95
percent of the area nedian inconme as determ ned by
HUD.

A resident famly who does not fall into one of

t hose categories on the effective date of the
prepaynent or voluntary term nation is not
eligible for one of these vouchers, regardl ess of
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whet her the famly's situation subsequently
changes after the effective date of the
pr epaynent .

(2) Unassisted and Assisted Famlies. Both
unassi sted and assisted residents may be eligible
for enhanced voucher assistance as the result of a
preservati on prepaynent.

A certificate or voucher participant who is
residing in the project at the tinme of the
eligibility event may recei ve enhanced voucher
assistance if the famly chooses to remain in the
project. The applicability of the special
conditions for residents who are al ready assi sted
under the tenant-based prograns at the date of the
eligibility event are discussed on page 33 of this
notice.

Any famly receiving Section 8 project-based

assi stance on the effective date of the prepaynent
will continue to receive the project-based

assi stance until the project-based contract
expires or termnates. Such a famly will receive

enhanced voucher assistance at the tinme of the
expiration and non-renewal of the Section 8
proj ect -based contract.

(c) Eligibility event and existing | eases. Note that
the eligibility event (e.g., the prepaynent of the
nmort gage or voluntary term nation of a nortgage

i nsurance contract for a preservation eligible project
and the approval of the flexible subsidy transaction
for flexible subsidy projects) does not in itself
necessarily termnate or nodify the existing | eases
bet ween the owner and the current residents of the
project. An owner may only legally increase the rent
or termnate the | ease as provided under the terns of
the | ease and in accordance with state and | ocal |aw.
In addition, an owner may not increase the rent for at

| east 60 days fromthe eliqgibility event in the case of

a preservation prepaynent or voluntary term nation of
t he nortgage i nsurance.

If an eligible famly chooses to stay at the project,
the PHA may not enter into a HAP contract that
commences prior to the effective date of the rent

i ncrease.

(d) Voluntary term nation of nortgage insurance or
prepaynment of nortgage on Section 236 projects WHERE
Section 236 rent rules rennin applicable (decoupling
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actions). MWhere an owner voluntarily term nates the
nort gage i nsurance or prepays the Section 236 nortgage
in a preservation eligible Section 236 project AND the
rent setting requirements of the Section 236 program
are still applicable to the project, the enhanced
voucher rent would be no greater than the Basic Rent
established in accordance with HUD Notice H 2000- 8.
Since famlies nmust pay at |east 30 percent of nonthly
adj usted i ncone under the voucher subsidy formula, only
those lowincone fanmlies required to pay the basic
rent will receive any voucher subsidy in such instance,
unl ess the famly chooses to nove.

Regardl ess of the rents established under the rent
formula for these projects, the rent reasonabl eness
requi renents of the housing choice voucher program nust
be met for the fanmily to receive tenant-based

assi stance at the project.

The HUD field office is responsible for inform ng the
PHA in cases where the rent setting requirenents of the
Section 236 programrenmain in effect.

(3) HUD enforcenent actions -- Section 8 project-based
contract term nation or refusal to allow owner to renew
and applicability of regular or enhanced voucher
assi st ance.

As noted earlier, in nost circunstances where HUD
term nates a Section 8 project-based contract (or does
not permt the owner to renew an expiring Section 8
proj ect-based contract), eligible famlies assisted
under the termnating contract will not be able to
remain at the property and receive tenant-based

assi stance. For instance, in many cases the owner is
bei ng suspended, debarred, or a limted deni al of
partici pation has been issued. Such action wll
preclude the PHA fromentering into Section 8 housing
assi stance paynent contracts with the owner.

Where HUD is term nating the contract due to physical
deficiencies at the property, there is little or no

i kelihood that the units will nmeet the housing quality
st andards of the housing choice voucher program In
addi tion, the housing choice voucher regul ations
provide that the PHA nmay deny approval to | ease a unit
froman owner if the owner has viol ated obligations
under a housing assi stance paynments contract under
Section 8 of the 1937 Act, or if the owner has a

hi story of practice of non-conpliance with the HQS for
units | eased under the tenant-based prograns, or with
applicabl e housing standards for units [eased with
proj ect-based Section 8 assistance or | eased under any
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(4)

other federal housing program |In nost enforcenment
actions, HUD strongly encourages and expects the

adm ni stering PHA to exercise its right to di sapprove
t he tenancy for these reasons.

However, there may be a few occasions when the famlies
will be able to remain at the project with tenant-based
assi stance after term nation of the project-based
contract. For instance, if the property is in good
physi cal condition and the owner decides to turn the
property over to new ownership, it may be possible for
the eligible famlies assisted under the term nating
contract to receive housing choice voucher assistance
at the property. These famlies would be eligible for
enhanced vouchers as the result of the Section 8
proj ect - based contract term nation.

Therefore, when HUD is term nating a Section 8 project-
based contract (or not permtting the owner to renew an
expiring contract), the field office should al ways
consi der the individual circunmstances of the

term nation action in determ ni ng whet her enhanced or
regul ar voucher assistance is appropriate. Again, it
is enphasi zed that regul ar housing choice vouchers are
usual ly applicable in the case of a HUD enforcenent
action.

Fam|ly eligibility for enhanced voucher assistance in
cases where there would be no initial housing
assi stance paynment and the famly wishes to stay in the

proj ect .

If the PHA determines that a famly is inconme-eligible
for an enhanced voucher but that there is no HAP
paynent because the famly’'s total tenant paynent
equals or is greater than the gross rent, the PHA nust
mai ntain a record of the eligibility determ nation for
that famly. The PHA nust informthe famly that should
the famly’s income decrease or the famly’'s rent
increase within three years of the eligibility event,
the famly may contact the PHA. Should the PHA then
determ ne that the change in income wuld result in a
housi ng assi stance paynent, the PHA will execute a
housi ng assi stance paynent contract on behalf of the
famly at such time (assumng the unit is approved for
| easing in accordance with the housing choice voucher
programrequirenents). It is the famly’'s
responsibility to contact the PHA when there is a
decrease in famly inconme or an increase in the famly
rent.
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B. Enhanced voucher famly right to remin.

The FY 2001 Mlitary Construction and FY 2000 Energency
Suppl enent al Appropriations |aw, Public Law No. 106- 246,
Section 2801, anmended Section 8(t) of the United States
Housing Act. A famly that receives an enhanced voucher has
the right to remain in the project as long as the units are
used for rental housing and are otherwi se eligible for
housi ng choi ce voucher assistance (e.g., the rent is
reasonable, unit nmeets HQS, etc.). The owner may not
termnate the tenancy of a famly that exercises its right
to remain except for a serious or repeated | ease violation
or other good cause. |If an owner refuses to honor the
famly' s right to remain, the famly my exercise any
judicial renmedy that is avail able under State and/or | ocal

I aw.

C. Characteristics of Enhanced Voucher Assi stance.

Enhanced vouchers have several special requirenents but in
all other respects are subject to normal housing choice
voucher programrules. For exanple, the PHA may not nake
paynments to the owner until after execution of the HAP
contract on behalf of an individual famly, and the

assi stance may not be paid to cover any period of tine
before the PHA inspection and determ nation that the unit
meets the housing quality standards of the program

(1) Paynent standard where the famly chooses to stay
in the sanme project.

(a) Special paynment standard. For a famly that
stays in the project, the paynent standard used to
cal cul ate the voucher housi ng assi stance paynent
is the gross rent (rent to owner plus the
applicable PHA utility all owance for any tenant-
supplied utilities) of the famly's unit (provided
t he proposed gross rent is reasonable), regardl ess
of whether the gross rent exceeds the normally
applicabl e PHA paynent standard.

(b) Rent reasonabl eness docunentation and | ease
requirements. All regular programrequirenents
concerni ng the reasonabl eness of the rent and the
provi si ons of the HUD- prescribed | ease addendum
apply to enhanced vouchers. The PHA nust
determ ne that the proposed rent for the famly's
unit is reasonable. The PHA determ nes whet her

t he proposed new rents for the property are
reasonable just as it does for any other potenti al
units under the tenant-based assistance prograns.

The PHA determ nes whether the rent requested by
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the owner is a reasonable rent for the unit in
conparison to other conparabl e unassisted units
based on the current condition of the unit. The
PHA does not base the rent reasonabl eness

determ nati on on any planned future enhancenents
to the property. If the PHA determ nes the owner’s
proposed new rent is not reasonable, the owner
must either lower the rent or the famly wll have
to find another unit in order to benefit fromthe
voucher.

The special paynent standard for enhanced tenant-
based assistance for a famly that stays in the
unit sonetinmes results in the PHA approving a
tenancy for a unit that otherw se would be
ineligible or unaffordable to a famly with
regul ar tenant-based assistance. |If the rent is
reasonabl e in conparison to the rents of

conpar abl e unassi sted units, there is nothing

I nproper or incorrect in approving the owner’s new
rent even if the rent would not normally be
affordable for a famly with regul ar voucher.
However, it is very inportant for the PHA to make
sure the owner’s new rent is reasonable and to
properly docunent this determ nation. The PHA
nmust docunent the rent reasonabl eness of the
owner’s rent in the famly's file by including the

rents and addresses of the conparable units used
to make the determ nati on.

In sonme opt-out cases, the owner’s nortgage has
been restructured under mark-to-nmarket renewal
procedures and assi stance under the Section 8
proj ect - based contract has been converted to

t enant - based assi stance under section 515(c) of
MAHRA. I n other cases, owners may have first
explored the possibility of restructuring the
nmort gage and |lowering the Section 8 project-based
rents before ultimately deciding to opt-out of or
not renew the expiring Section 8 project-based
contract. In either case, a rent conparability
study has been conducted for HUD or the
participating adm nistrative entity (PAE). HUD
will provide a copy of the rent conparability
study for the project to the PHA

The PHA may take the results of rent conparability
study conducted by HUD or the PAE for purposes of
the potential restructuring into consideration
when determ ning the reasonabl eness of the owner’s
rents. The rent conparability study does not

repl ace the PHA rent reasonabl eness determ nation
and the PHA remai ns responsi ble for determ ning
that the rent is reasonable in accordance with the
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housi ng choi ce voucher regul ations. However, if

t he owner’s proposed rent substantially exceeds
the rent conparability study’'s determ nation of
the market rent and the PHA determ nes the owner’s
rent is in fact reasonable, the PHA shoul d be
particularly sensitive to the fact that sufficient
docunment ati on nmust be retained to support the PHA
det erm nati on.

(c) Effect of famly unit size limtation —
initial issuance. The PHA issues the eligible
fam |y an enhanced voucher based on the PHA
subsi dy standards, not on the actual size of the
unit the famly is presently occupying. However,
if a famly wishes to stay in the project but is
living in an oversized unit (where the actual unit
size is larger than the bedroom size on the
voucher that determ nes the maxi mum subsidy for
which the famly qualifies under the PHA subsidy
st andards), the enhanced voucher fam |y nust nove
to an appropriate size unit in the project if one
is available. To the extent there are nore over-
housed fam lies than appropriate sized units

avail able at any tine, the PHA determ nes the
process for deciding which over-housed enhanced
voucher famly shall nove to the appropriate size
unit (e.g., PHA could nake decision by lottery, or
choose to take famly circunstances into account
(age, frailty, etc.)).

If there is no appropriate size unit currently
available in the project, the famly nust then
make a good faith attenpt to find a unit outside
of the project. In order to determ ne whether the
famly has nmade a good faith effort, the PHA may
require the famly to submt a list of potential
units the famly visited. The PHA should al so
take its knowl edge of the market area into

consi deration, as well as the nunmber of referrals
to potential appropriate sized units it may have
provided to the famly over the course of the
famly's search

If the famly has not |ocated an eligible unit at
the end of the term of the voucher (including any
extension granted by the PHA in accordance with
its adm nistrative policy) despite making a good
faith effort, the PHA executes a housing

assi stance contract for the famly's current unit,
provided the unit conplies with housing quality
standards and the proposed rent is determned to
be reasonabl e.

28



(2)

(3)

The effective date of the housing assistance
contract for the oversized unit may not be earlier
than the expiration date of the termof the famly
voucher. The famly is responsible for the full
rent of the unit prior to the effective date of

t he housi ng assi stance contract.

The paynent standard is the gross rent of the
oversized unit. The PHA nust advise the famly

t hat the enhanced subsi dy based on the oversized
unit's rent will only be paid for one year.
During that year, the famly may nobve to an
appropriate size unit in the project if one
becones avail able and the owner agrees to nutually
termnate the | ease agreenent for the oversized
unit. The famly would receive the speci al
paynent standard for the appropriate size unit if
the famly noves to the appropriate size unit
under this circunstance.

After the initial year of assistance in the
oversized unit, the PHA will apply the normally
applicabl e paynent standard in determ ning the
fam ly’s housi ng assi stance paynent. |If the famly
Wi shes to remain in the unit and can do so under
the regular programrules, the famly will have to
pay the additional cost for the oversized unit

out - of - pocket.

Fam |y Mve: Nor mal Pavnent Standard is
Appl i cabl e.

The normal |y applicable PHA paynent standard is
al ways used to determne the famly’ s maxi num
voucher subsidy when the famly noves fromthe
project. This includes cases where the proposed
new rent for the famly's current unit is not
reasonable or the unit fails HQS, requiring the
famly to nove in order to receive tenant-based
assi st ance.

Enhanced Voucher M ni num Rent Requirenent for
St ayers.

Fam | ies assisted with enhanced housi ng choice
voucher assistance have a special statutory

m ninumrent requirenent. The law requires that a
fam ly receiving enhanced voucher assistance nust
pay for rent no less than the rent the famly was
payi ng on the date of the eligibility event for
the project in question. (The eligibility event
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is the expiration date of the expiring project-
based contract in the case of owner opt-outs. For
preservation prepaynents, the eligibility event is
the effective date of the prepaynent of the

nmort gage or voluntary term nation of the nortgage
i nsur ance.)

The nmethod for cal culating the m ni num rent
changes if the famly’'s incone subsequently
decreases to a significant extent (15 percent or
more) fromthe famly’s gross incone on the
effective date of the prepaynent. Guidance on
recal culating the mninmumrent in cases when a
famly’ s incone significantly decreases is

di scussed in detail in subsection (c) bel ow

The enhanced voucher mninmumrent only applies if
the famly remains in the project. The enhanced

voucher m ni mumrent does not apply if the famly
moves fromthe project.

(a) Od gross rent for previously unassisted
residents (preservation prepaynents only).

Previ ously unassi sted residents nust pay at |east
t he dollar anobunt of the gross rent the famly was
payi ng on the date of prepaynent or voluntary
termnation. The PHA utility allowance is used to
calculate the gross rent at prepaynent if al
utilities were not included in the rent the famly
paid to the owner.

(b) Odtotal tenant paynent (TTP) or famly
share for previously assisted residents (all opt-
out famlies and Section 8 tenant-based famlies
in preservation prepaynents).

A resident previously assisted under a project-
based contract nust pay no | ess than the doll ar
amount of the total tenant paynent the famly was
paying on the date of the eligibility event.

For residents assisted under the regul ar
certificate or voucher prograns at the tinme of the
prepaynent or voluntary term nation, the enhanced
m ni mum rent provision only applies if the famly
chooses to remain in its present unit and receive
t he "enhanced" subsidy. |In those cases the
certificate famly nust pay at |east the total
tenant paynent and the voucher famly nmust al ways
pay at least the famly share that they were
payi ng on the date of the prepaynent or voluntary
term nation as the enhanced voucher m ni mum rent.
The certificate or voucher famly may choose not
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to accept the enhanced subsidy, in which case al
regular rules remain in effect, regardl ess of
whet her the famly chooses to remain at the

property.

Under Section 8(t) of the United States Housing
Act of 1937, a famly who stays in the unit and
recei ves enhanced voucher assistance nust pay the
enhanced voucher mninmumrent, notw thstandi ng any
ot her requirement of Section 8(o). |If the
enhanced voucher mnimumrent exceeds 40 percent
of the famly’' s nonthly adjusted incone, a famly
must still pay at |east the enhanced voucher
mninmumrent, and the restriction on the initial
fam ly contribution under 8982.508 is not
applicabl e.

(c) Significant Decline in Famly Incone — Effect

on Enhanced Voucher M ni num Rent.

| f an enhanced voucher famly suffers a
significant decline in famly inconme, the m ninmm
famly share required of the famly shall be
reduced so that the percentage of incone for rent
does not exceed the greater of 30 percent or the
percent age of nonthly adjusted incone actually
paid by the famly for rent (the rent to owner
plus tenant-paid utilities) on the effective date
of the prepayment. HUD is defining a significant
decrease as a decrease in gross famly incone of
at | east 15 percent fromthe gross famly incone
on the date of the eligibility event.

The PHA normally uses the specific dollar anmount
the famly was paying for rent on the effective
date of the eligibility event in determ ning the
famly’ s enhanced voucher m nimumrent. However,
if the famly subsequently suffers a significant
decline in famly inconme, the PHA uses a different
met hod for calculating the famly’s enhanced
voucher mnimumrent. The enhanced voucher

m ni mum rent changes from an actual dollar anount
to a specific percentage of incone.

(1) For famlies who were previously
unassi sted on the eligibility event, the
fam ly’s new enhanced voucher m ni num
rent is the greater of (A) the
percent age of the nonthly adjusted
incone the famly paid for gross rent on
the effective date of the eligibility
event or (B) 30 percent of the famly’'s
current adjusted nonthly incone.

31




(2) For famlies who were previously
assi sted under a project-based or
t enant - based contract on the eligibility
event, the famly’' s new enhanced voucher
mninmumrent is the greater of (A) the
per cent age of nonthly adjusted incone
the famly TTP or famly share
represented on the effective date of the
eligibility event or (B) 30 percent of
the famly’s current adjusted nonthly
i ncone.

The new enhanced voucher m ninmumrent for these
famlies is a percentage of incone as opposed to a
specific dollar amount. Once this change in the
enhanced voucher m nimum rent beconmes effective
for a famly, the enhanced voucher m ni mum rent
for the famly remains that specific percentage of
incone (e.qg., 32 percent) and will not revert to a
specific dollar amount, even if the famly incone
subsequently increases or decreases.

For instance, assune a previously unassisted
famly paid $500 for gross rent on the effective
date of the prepaynent, which equal ed 35 percent
of the famly’ s nonthly adjusted inconme at that
time. After receiving enhanced voucher assi stance
for ten nonths, the famly suffered a 50 percent
decrease in nonthly gross inconme. The PHA now
cal cul ates the enhanced voucher m ni numrent for
the fam |y as the percentage of nonthly adjusted
incone the famly paid for rent on the prepaynent
date (35 percent) instead of the actual dollar
anount ($500). The enhanced voucher famly in
this exanple nust now pay at | east 35 percent of
the famly nonthly adjusted incone for rent,
regardl ess of any further changes in famly

i ncone.

If the fam |y enhanced voucher mninmumrent is
changed to a percentage of adjusted nonthly incone
that is no greater than 30 percent of nonthly

adj usted i ncome (as should be the case for nost
famlies that received enhanced vouchers under a
proj ect - based opt-out conversion), the enhanced
voucher mnimumrent is essentially neaningl ess
for the famly. A famly is already required to
pay at |east 30 percent of nonthly adjusted incone
under the housing choice voucher subsidy fornula.

When a famly reports a significant decrease in
famly incone, the PHA conducts an interim
redeterm nation and verifies the change in incone
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(4)

as soon as possible to prevent hardship on the
famly, preferably by the first of the nonth
following the date the famly reports the change
and provides the necessary docunentation. The PHA
may i npl ement the reduction on a provisional basis
before conpleting the verification in order to
prevent undue hardship to the famly.

The change in the determ nation of the enhanced
voucher mnimumrent only applies if a famly
suffers a significant | oss of inconme (at |east a
15 percent decrease in the gross famly inconme on
the eligibility event). Oherw se, the enhanced
voucher mninmumrent remains the specific dollar
anount .

Regardl ess of which nethod is used to cal cul ate

t he enhanced voucher mninmumrent, the m ni num
rent represents the |l owest anpunt the famly nay
pay as their famly share for as |ong as the
famly remains in the project. A famly nay pay
no less than the enhanced voucher m ninumrent.
Dependi ng on the circunstances, the famly may
have to pay nore than the enhanced voucher m ni mum
rent.

Cal cul ati ng HAP for Enhanced Voucher Assi stance.

Regardl ess of whether the owner’s new gross rent
after the eligibility event exceeds or is |less

t han the PHA paynent standard, the housing

assi stance paynent for a famly that stays in
their present unit (or noves from an oversized
unit to an appropriate size unit within the
project) is the foll ow ng:

the gross rent for the unit m nus the
great est of:

(i) 30 percent of the adjusted famly
i ncone;

(ii) 10 percent of the famly nonthly incone
(gross nonthly incone);

(iii1) the welfare rent in as-paid states;
(iv) the enhanced voucher m nimumrent; or
(v) such other mninmumrent established by

t he PHA as authorized by Federal | aw
(see 24 CFR 85.630.)
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D.

(5) Movers fromthe Project — Al Requl ar Housing
Choi ce Voucher Rules Apply.

If a resident decides to nove fromthe project
with the voucher assistance, the paynent standard
is not enhanced and the enhanced voucher m ni num
rent does not apply. This is the case when the
famly chooses to use the voucher to nove fromthe
property immediately, or if after receiving
enhanced voucher assistance for a period of tine
the famly chooses to subsequently nove fromthe
unit with continued voucher assistance. [|n either
circunstance, the housing assistance paynent and
the famly share at the new unit are calculated in
accordance with the regular rules of the housing
choi ce voucher program

Applicability of enhanced voucher requirnents for
famlies currently assisted under the tenant-based
prograns in the property for a preservation prepaynent.

A resident who is already receiving housing choice
voucher assistance on the date of a preservation
prepaynment (including voluntary term nation of the

nmort gage i nsurance) may al so be covered by the speci al
conditions afforded to stayers by enhanced voucher
assistance. A resident currently assisted under the
voucher or certificate programon the effective date of
t he prepaynent or voluntary term nation may choose not
to be covered by the special provisions.

Al'l of the follow ng conditions nust be net in order
for a resident currently assisted through the housing
choi ce voucher programon the effective date of the
prepaynent to be covered by the special enhanced
voucher provisions:

(i) the famly nust nmeet the incone requirenents on
the date of the eligibility event;

(ii) any rent increase under the voucher program nust
be in accordance with the | ease agreenent and
program regul ati ons;

(ii1) the new gross rent nust be reasonabl e; and

(iv) the famly nust decide to stay in the unit instead
of novi ng.

Under the voucher program an owner nmay increase the
rent as permtted by the terns of the existing | ease
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and | ocal and state law, so long as the newrent is
reasonable. The owner is not required by the program
regul ations to termnate the existing | ease and HAP
contract for current voucher participants to receive
t he special "enhanced" subsi dy.

Assum ng the above conditions are net, the paynent
standard used to cal cul ate the housing assi stance
paynent is the new gross rent of the famly's unit.
The enhanced voucher mninmumrent requirenment now
applies to the famly.

In the case of a current certificate famly that the
PHA determnes is eligible for enhanced voucher

assi stance on the eligibility event, the famly wll
recei ve an enhanced voucher at the tine the famly’'s
certificate is converted to the housing choice program
provided the famly remains at the project.

E. Adm ni steri ng enhanced voucher assi stance.

The special conditions of enhanced voucher assistance
(enhanced voucher m nimumrent and the special paynent
standard rules) are applicable for as long as the
fam ly receives voucher assistance at the project.

I f an owner subsequently raises the rent for an
enhanced voucher famly in accordance with the | ease,
State and | ocal |aw, and voucher programregul ati ons

(including rent reasonabl eness), the PHA will use the
new gross rent to calcul ate the voucher HAP paynent for
the famly.

The PHA nust identify an eligible famly as an enhanced
voucher famly even if the gross rent of the famly’'s
unit does not currently exceed the normally applicable
PHA paynment standard. Since the enhanced paynent
standard rul e al so covers any subsequent rent

increases, it is possible that the special paynment
standard nmay conme into play later in the famly’'s
tenancy. An enhanced voucher famly is also required
by law to pay no | ess than the enhanced voucher m ni mum
rent, regardless of whether the gross rent exceeds the
normal | y applicable PHA paynent standard.

(1) Enhanced voucher mnimumrent. The enhanced
voucher m nimumrent requirenent remains in effect for
all famlies who receive enhanced voucher assi stance
and remain at the property.

(2) Special Paynent Standard. Subject to availability
of appropriations, the paynent standard used to
calculate the famly subsidy will continue to be
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enhanced to match the gross rent for the unit if the
gross rent exceeds the normally applicable paynent
standard and the PHA determ nes the rent is reasonable
for as long as the enhanced voucher famly continues to
reside in the sanme project.

If the owner raises the rent for a famly assisted with
an enhanced voucher in accordance with the |ease, State
and | ocal |aw, and voucher programregul ations, the PHA
wi Il increase the enhanced paynent standard to equal
the new gross rent (rent to owner and the applicable
PHA utility allowance for any tenant-supplied
utilities) for the unit provided the PHA determ nes the
rent is reasonable. The additional cost of the subsidy
wi |l be covered through the regular renewal process for
the PHA' s voucher programin accordance with 8982. 102.

If a change in the PHA utility all owance (either an

i ncrease or decrease) affects the gross rent for a
famly assisted with an enhanced voucher, the PHA nust
adj ust the enhanced paynent standard accordingly. The
enhanced paynent standard nay never exceed the gross
rent for the assisted famly’ s unit.

Again, it is enphasized that the PHA al ways applies the
normal |y applicable paynent standard if the famly
subsequently noves from the project.

(3) Changes in enhanced voucher famly size. |If the
PHA determ nes that the unit of an enhanced voucher
famly is no | onger decent, safe, and sanitary under

t he HQS requirenments because of an increase in famly
size that cause the unit to be overcrowded, the famly
must nove to continue to receive housing choice voucher
assi stance. The famly and the PHA nust try to find an
acceptable unit as soon as possible. The PHA nust
assist the famly in locating other standard housing in
the PHA jurisdiction. The PHA nust term nate the HAP
contract if the famly rejects, w thout good reason

the offer of a unit that the PHA judges to be
acceptable. If the famly noves to an appropriate size
unit in the project, the enhanced voucher subsidy rules
woul d continue to apply to the famly’s voucher
assistance. |In the case of a famly nove fromthe
project, the regular voucher programrul es apply.

If, as a result of a decrease in famly size, the
enhanced voucher famly no | onger would qualify under

t he PHA subsidy standards for the size of the unit in
which they currently reside and the gross rent exceeds
the normal |y applicable paynent standard for the unit
size the famly now qualifies for, the famly nust nove
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to an appropriate size unit in the project, if one is
avai l able, to continue to receive enhanced voucher
assistance. Oherwise, the famly may recei ve enhanced
voucher assistance in the oversized unit for up to

twel ve nmonths. The PHA will cal cul ate a new housi ng
assi stance paynent using the normal housing choice
voucher subsidy rules and the normally applicable
paynment standard for the bedroom size the famly
qualifies for under the PHA subsidy standards at the
end of the twelve nonth peri od.

Additional Information. Any questions pertaining to the
Section 8 tenant-based aspects of Housing conversi on actions
may be addressed to M chael Dennis of the Ofice of Public
and Assisted Housing Delivery in PIH M. Dennis may be
reached at (202) 708-0477, ext. 4059. Questions on subjects
that fall under the responsibilities of the Ofice of
Housing (e.g., owner notice requirenents, preservation
project eligibility for prepaynents) nmay be directed to

U yses Bridges of the Ofice of Business Products in

Mul tifam |y Housing.

Ms. Bridges’ telephone nunber is (202) 708-2866, ext. 2639.

/sl /sl

M chael Liu John C. Wi cher

Assi stant Secretary for Assi stant Secretary for
Public and I ndi an Housi ng Housi ng — Federa

Housi ng Conmi ssi oner

At t achment s
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Attachnent 1

HOUSI NG CHOI CE VOUCHERS
CALCULATI ON OF BUDGET AUTHORIY FOR FUNDI NG | NCREVENTS
EOR HOUSI NG CONVERS| ON ACTI ONS

Thi s worksheet has been designed to provide the information
necessary to estinate the budget authority required to assist famlies who
are eligible for housing choice voucher assistance as the result of a
Housi ng conversi on action.

Proj ect Nane:

Proj ect Nunber/ Section 8 Contract Nunmber:

Pur pose and Target Date:

I ndicate the type of conversion action (e.g., opt-out, term nation,
PD sal es, or prepayment) above. In cases where there is nore than
one action occurring at the sanme project, conplete a separate

wor ksheet for each action. For exanple, assunme the owner is
prepayi ng the nortgage of a preservation eligible property and
opting-out of two Section 8 project-based contracts. The Field

O fice of Public Housing would conplete 3 fundi ng worksheets -- one
wor ksheet for the prepayment to cover the unassisted units, and two
wor ksheets for the units covered by the individual Section 8 project-
based contracts. Indicate the target date of the conversion action
(contract expiration date, effective date of prepaynent), if known.

Publ i ¢ Housi ng Agency:

Publ i ¢ Housi ng Agency Number:

Unit Distribution:

Enter the nunmber of units covered by the conversion action. Enter the
nunber of occupi ed/ unoccupi ed by bedroom size if known. At mnimm the
wor ksheet nust indicate total number units occupi ed/ unoccupi ed.

Bedr oom
Di stribution Cccupi ed Unoccupi ed Tot a

0 bedroon eff

1 bedroom

2 bedroom

3 bedroom

4 bedroom

O her

Tot al

The Departnment will provide up to $250 for each occupied unit as a specia
housi ng fee to conpensate the PHA for any extraordinary Section 8
adm nistrative costs associated with the housing conversion action.
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O fice of Public Housing Contact:

Tel ephone Nunber

E-mail this request to Eileen T. Davis, Section 8 Finance Division.

NOTE: HUD Headquarters will normally use the average unit cost nethodol ogy
to determ ne the budget authority of the voucher funding for the Housing
conversion action. In cases where the HUD Field O fice of Public Housing
has concerns that this approach may result in insufficient funding (taking
into consideration the amunt of available funding in the PHA ACC reserve)
for a particular action (e.g., a very snmall PHA tenant-based program
absorbing a high cost, |arge conversion action), please indicate bel ow or
contact the Section 8 Finance Division at 202-708-2934.
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