NORTH CAROLINA

 QUADEL BUDGET-BASED RENT INCREASE SUBMISSION REQUIREMENTS

Section 8 properties may be eligible for one of several types of annual rent increases: an Annual Adjustment Factor (AAF) increase, a Special Rent Adjustment, an Operating Cost Adjustment Factor (OCAF) increase, or a budget-based adjustment.  The type of rent increase required at a particular property will depend on a number of factors, including whether the property is still under its original contract or if it is under a new contract executed since the 1997 Multifamily Assisted Housing Reform and Affordability Act (MAHRA).  

Those properties that are required, or choose (if eligible), to submit requests for a budget-based rent increase must complete those requests in a specified manner and on a designated schedule.  Chapter 7 of HUD’s Handbook 4350.1 provides clear and specific directions on the preparation of budget-based rent increase requests.  The handbook is easily accessible through the Internet at:  www.hudclips.org (click Library, then Handbooks, then Housing, then search using the document number 4350.1).  

The following checklist for owners summarizes instructions from the 4350.1 Handbook and may be used as a guide in preparing a request for a budget-based rent adjustment. 

The owner must submit the following information to North Carolina Quadel:

1.
Cover letter summarizing:

·
Why the increase is needed (principal reasons should be the same as those provided in the resident notice if a resident notice is required);

·
Proposed effective date;

·
Statement as to the project’s physical condition, and any improvements included in the proposed budget; 

·
Any proposed change in services and/or equipment or charges to the tenants, and the reason for such changes;
.
Amount of increase requested.

2.
Budget Worksheet (HUD 92457-A, expires 7/31/06):  The budget should include:

·
The most recent audited financial figures in the left column;

·
Year-to-date actual expenses in the middle column; and,

·
Proposed figures for the requested budget year (starting on the proposed effective date of the rent adjustment) in the right column.  

3.
Explanation and supporting documentation for line items that have increased by 5% or more or for any new line items not included in the previous year’s audit.  (Note:  If an income or expense line item is estimated to be equal to the prior year’s actual expense, no documentation is required.)  Examples of supporting documentation include: 

·
Copies of contracts, invoices, or estimates obtained;

·
Dated notice of an increase from a utility or other provider;

·
In some cases, a written explanation will be sufficient (e.g., “We need to advertise due to an increasing vacancy rate.  We will advertise twice weekly at a cost of $75 per ad throughout the year.”)

.
Special Note – If the audit includes Replacement Reserves or Residual Receipts Releases that are included as expense items on the Profit and Loss statement, a breakdown as to the line item where the expenses are included is to be provided.  These amounts are to be deducted from the audit figures and taken into consideration when explaining any increase of more than 5 percent (e.g., Audit reflects $4,000 for Maintenance Supplies and $3,000 for budgeted amount.  $2,000 was released from RFR for items included in this account.  Therefore, $2,000 is the prior year actual figure and an explanation must be provided to justify the budgeted figure). 

4.
The following expense categories must include an itemized list of all expenses included in the line item:  

·
6390 (Misc. Admin);

·
6590 (Misc. Operating and Maintenance);

·       6520 (Contracts);
For example, if you have a total of $8,000 in line item 6520, you must itemize each expense (e.g., $2,000 for Elevator Maintenance Contract, $4,500 for Lawn Maintenance, and $1,500 for Exterminating).  

5.
Where applicable, a copy of the notice to the residents.  The notice MUST follow the exact format provided in HUD Handbook 4350.1, Chapter 7, Appendix 1, Page 7-58.  The letter must reference the appropriate HUD Field Office and not Quadel.

6. If comments from residents are received in response to any required notice to residents (if applicable, see 5 above), copies of the resident comments and a summary of the owner’s review and evaluation of the comments must be provided.
7. Executed Certifications:

a.
Owner’s Certification regarding Purchasing Practices/Reasonableness of Expenses;

b.
Energy Conservation Certification (if applicable);

c.
Owner’s Compliance with Tenant Notification Period (if applicable);

d.
Tax Review and Appeal Certification, or statement that this is not required.
8.
Signed request for an increase in the Reserve for Replacement (RFR) Deposit (if an increase is requested).   For any increases to the monthly funding, an RFR Analysis that supports the requested increase must be submitted.  

9.
For Projects with Utility Allowances, a Utility Allowance Certification must be provided.  The certification amounts are to be based upon your analysis of the consumption rates of your tenants, by unit size, and subsequent recommendation for the utility allowances (e.g., the monthly utility expenses by apartment type and size based on actual utility consumption and rates). 

Reminder: The owner must request approval of revised utility allowances whenever a utility rate change would cause a cumulative change of 10% or more in the most recently approved utility allowances.

If there are any questions, please contact the Rent Adjustment & Contract Renewal Team at (317) 656-8808.

