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

1. Purpose. HUD s Fiscal Year 1997 Appropriations Act, enacted
on Septenber 26, 1996, as Public Law 104-204, changed the
procedures for cal culating ongoing adm nistrative fees for
the Section 8 rental certificate, rental voucher, and
moderate rehabilitation prograns (including Single Room
Cccupancy and Shelter Plus Care subconponent). This Notice
provi des gui dance to housi ng agenci es and | ndi an housi ng
authorities (HAs) for the calculation of the ongoing
adm ni strative fees.

Due to recent changes in program policy, the procedures
outlined 1n this Notice differ substantially from
information recently communicated from Headquarters staff to
program participants. The primary differences concern the
number of leased units charged to the three different fee
rates. Please read this Notice carefully.

This Notice rescinds Notice 96-84, issued October 18, 1996.

2. CHANGES IN CALCULATION METHODOLOGIES. In Federal fiscal
years (FY) 1995 and 1996, there were three possible fees
used to calculate the total Section 8 ongoing adm nistrative
fee for each HA. The proper fee was determ ned based on the
FY from whi ch each increnent was funded by HUD, and the
total nunber of units awarded to a HA. Units were divided
into pre FY 89 and post FY 88 categories, with pre FY 89
units further divided by the first cunulative 600 units for
the certificate and voucher progranms, and all subsequent pre
FY 89 units. Potentially, fees were cal culated for al
three categories using an assigned fee and sumred toget her
to determine a final admnistrative fee for the HA' s
program




The 1997 Appropriations Act elimnates, for the purpose of
calculating the adm nistrative fee, the rel evance of the
year in which the units were awarded to the housing
authority. (The provisions for Section 8 admnistrative
fees are in Section 202 of the Appropriations Act.)

I nstead, fees will only be based on the total nunber of
units leased by a HA. The first 600 units | eased in the
HA"s combined certificate and voucher programs, and,
separate from those programs, the moderate rehabilitation
program shall be cal cul ated using colum A, and each unit in
excess of 600 shall be cal cul ated using colum B of the
admnistrative fee rates published in the March 12, 1997
Federal Register.

These new procedures were effective October 1, 1996 and w ||
affect HAs wth fiscal years ending Decenber 31, 1996; March
31, 1997; June 30, 1997; Septenber 30, 1997; and al
subsequent subm ssions until these procedures are nodified.
CALCULATION OF ANNUAL ONGOING ADMINISTRATIVE FEES. HAs with
a fiscal year covering periods before and after Cctober 1,
1996, nust use the cal cul ation procedures for FY 1996 and FY
1997. The FY 1996 cal cul ation nethod (detailed in the
January 24, 1995 Federal Register and HUD Notice PIH 96-22)
will cover the period fromthe beginning of the HA's FY
until Septenber 30, 1996; and the FY 1997 cal cul ation
procedure will cover the period from Cctober 1, 1996 until
the end of the HA' s FY.

The per unit per nonth adm nistrative fees for FY 1997 were
published in the March 12, 1997 Federal Register. The
anmount in colum A shall be applied to the first 600 units
| eased by the housing authority in the conbined certificate
and voucher prograns, as well as the first 600 housing
assistance payment contracts (HAP) with a HA in the moderate
rehabilitation program; the anount in colum B shall be
applied to all remaining | eased units (HAP contracts), and
the anount in colum C shall be applied to all units | eased
in HA owned units. The fee is paid for every unit under a
HAP contract on the first day of each nonth in the HA's
fiscal year. The maxi mum nunber of unit nonths charged to
colum A for the conbined certificate and voucher program
and, for the noderate rehabilitation program separately, in
one year is 7,200.

The 7,200 unit nonth maxi mum nust be prorated between the
two Federal FYs during the first year of inplenentation.
The proration will be based on the nunmber of nonths in the
HA's fiscal year before and after October 1, 1996. For
exanpl e:

HA X, with a FY endi ng Decenber 31, 1996, was issued a
total of 1,400 certificates by HUD, of which 700 are pre
1989 units. Therefore, 50% of the units are considered pre
1989 units and 50% are consi dered post 1988 units. The HA



had 1,500 units under |ease (18,000 unit nmonths for the
entire FY, distributed evenly during each nonth of the FY).
The ongoi ng adm ni strative fee shall be cal cul ated using the
monthly per unit fee anount fromthe January 24, 1995
Federal Register for the period between January 1, 1996 and
Sept enber 30, 1996, per Notice 96-22.

Colum A Colum B Colum C
7,200 Uvs 1, 800 UMs 9, 000 UMs
X 75 X .75 X 75

5, 400 UMs 1, 350 UMb 6, 750 UVs
X 50. 27 X 47.75 X 53.71
$271, 458 $64, 463 $362, 543

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

The March 12, 1997 fees and the procedures in this Notice
shoul d be used for the units under |ease from Qctober 1,
1996 t hrough Decenber 31, 1996

Colum A Colum B
7,200 UMs 10, 800 UMB
X .25 X .25
1, 800 UMs 2,700 UMs
X 48. 32 X 45.10
$ 86,976 $121, 770

The total admnistrative fee earned for the | ast quarter of
the fiscal year is $208, 746 and the earned adm nistrative
fee for the entire fiscal year is $907, 210.

REQUESTS FOR HIGHER ADMINISTRATIVE FEES. Program

partici pants should follow the guidelines and procedures in
Notice PIH 96-57 for approving a HA's request for an
increase in admnistrative fees. |If the Field Ofice
determines the HAis entitled to a higher admnistrative
fee, the Field Ofice may approve a fee up to 10% nore than
the colum A fee for the requesting HA. Any recommendati ons
for a fee higher than 110% of colum A nust be submtted to
Headquarters for approval.

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

| ar ge geographic area. Wen the HA submts its year-end
settlenment statenent after the close of the fiscal year for
whi ch the higher fee was approved, the Field Ofice nust
review the operating reserve bal ance to nake certain that it
does not exceed 20 percent of the current year's projected
oper ati ng expenses.



10.

PORTABILITY. The nonthly adm nistrative fee for portable
units prior to October 1996 shall be charged to colum A of
t he January 24, 1995 fee chart. Beginning Cctober 1, 1996,
all portable units shall be charged to colum B of the March
12, 1997 Federal Register fee chart.

HA OWNED UNITS. HUD will pay 3% of the Federal FY 1995 2
bedroom fair market rent for all HA owned units under HAP
prior to October 1996. Begi nning Cctober 1, 1996, HAs
shoul d charge all HA owned units to colum C of the FY 1997
admnistrative fee chart.

ADMINISTRATIVE FEES FOR PRIOR YEARS. Effective Cctober 1,
1996 HUD will no | onger reinburse HAs for incorrectly

cal cul ated adm nistrative fees for a closed fiscal year

unl ess the incorrect calculation is a result of a HUD error.
HAs nust ensure the adm nistrative fee calculation is
correct before it is submtted to HUD for approval.

HUD wi Il collect excess admnistrative fees paid to HAs in
previ ous years, when detected.

MULTICOUNTY HAs. HAs that adm nister the rental voucher and
rental certificate prograns over nultiple FMR areas may use
a wei ghted average of the nonthly per unit fees for the

pur pose of estimating the adm nistrative fees for budget and
requi sition subm ssions. However, the HA nust report the
actual fees earned for each FMR area when preparing the
year-end settl enent statenent.

PRELIMINARY FEES. Prelimnary fees are provided by HUD to
cover the initial cost of inplenenting a Section 8 program
and housing famlies in newy authorized units. Prior to
Cctober 1, 1996, HUD paid up to $275 per unit to cover
prelimnary expenses for each new Section 8 funding
increment awarded to a HA. HUD will continue to pay this
fee for funding increnents awarded based on NOFAs published
prior to October 1, 1996. However, for funding increments
awar ded based on NOFAs published after October 1, 1996, HUD
will pay up to $500 per unit for prelimnary expenses only
to HAs that have not adm nistered the Section 8 program
prior to the awardi ng of the new funding increnent(s). This
changes HUD s policy to providing prelimnary fees to pay
for the prelimnary expenses associated with new prograns

i nstead of new funding increnents.

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



11. CONTACT. |If additional information or clarification is
needed, please contact the Finance Division at (202) 708-
2934.

/sl
Kevi n Emanuel Marchman, Acting Assi stant
Secretary for Public and Indian Housing



