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1.   PURPOSE.  The purpose of this Notice is to express the Department's

     support for owners of HUD's multifamily insured and assisted housing

     projects contracting with providers who offer project residents various

     alternative telephone, cable or satellite television, information and

     security systems.

     This Notice provides general guidance to project owners, prospective

     providers and HUD field staff regarding the development of agreements or

     contracts for such services.

2.   BACKGROUND.  Several telecommunications companies have approached

     project owners of HUD's assisted and insured multifamily housing

     projects to provide the project residents with various alternative

     telephone, cable or satellite television, information and security

     systems.  In these proposals, the providers typically propose installing

     all necessary equipment on the project site at no cost to the project

     and, in some cases, returning a portion of the subscriber fees paid by

     tenants for the services to the project as project income.

     These benefits are provided to the project in return for an exclusive

     agreement for providing such services as an alternative to those

     available through local telephone and cable television companies.

     Additionally, some proposals offer coordination through a third-party

     entity who would arrange the agreements between service providers and,

     possibly, multiple project owners.

     The Department is supportive of all of these arrangements, especially

     since they may bring a higher level of service to our low-income

     communities in a more competitive atmosphere, possibly increasing

     project revenues, and producing more marketability for the project.

3.   REQUIREMENTS.  The following features must be included in each

     arrangement:

     a.   Residents

          (1)  Project owners shall notify residents of the proposed

               agreement and solicit their input.

          (2)  Subscription for services by project residents is on a

               strictly voluntary basis.

          (3)  Subscription fees must be paid by the residents directly to

               the provider and not be part of the rent or rent structure.
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     b.   Contracts or Agreements

          (1)  Must be between project owners and the service providers (or

               their coordinating entity) and not involve HUD.

          (2)  Must not encumber property without prior HUD approval.

          (3)  Must not include fees in excess of the amount ordinarily paid

               for such services in the area.

               Note:  The fees are not part of, or compensated from the

               management agent fee.

          (4)  Must be reviewed by the HUD office servicing the project.

     c.   The Equipment or System

          (1)  All costs for installation, operation, maintenance, repair and

               upgrading are borne by the provider.

          (2)  Remains the sole property of the provider and shall not be

               deemed to constitute part of the property, or otherwise

               encumber the property.

4.   FURTHER ITEMS FOR CONSIDERATION.

     a.   Project owners may wish to do some preliminary review of the types

          of services available in their area to obtain a wide range of

          services at competitive prices.

     b.   In certain cases, providers may want to employ on-site staff to act

          as sales or marketing personnel.  Project owners can consider such

          an arrangement, subject to HUD review and approval.  However, these

          staff must be separate from the management agent staff, and

          compensation cannot be a part of, or paid by, the management fee.

     c.   Providers may wish to do a feasibility study to determine if such

          an arrangement would be beneficial to them.

     d.   The project may provide electrical power to the system, as long as

          there is no significant negative effect on the project's operating

          budget.
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5.   HUD REVIEW.

     a.   Before execution of any agreement or contract, project owners shall

          submit the proposed agreement or contract to the HUD office that

          services their project.  The HUD review should focus particularly

          on issues regarding any effect on the project's income and

          expenses, the Regulatory Agreement and mortgage, and on any

          arrangements using project management staff as representatives or

          agents of the service provider.

     b.   The Multifamily Director should determine which field staff are

          involved in the review, depending on the issues of concern.

     c.   The review should be accomplished as quickly as possible.

6.   ADDITIONAL INFORMATION.

     This is an opportunity for project owners to be creative in providing

     alternative telecommunications services to project residents without

     cumbersome procedural requirements.  The Department encourages any

     partnerships that can help improve the lifestyle for residents in our

     multifamily properties. Field staff are encouraged to be creative and

     supportive in providing technical assistance to project owners.

     Project owners should contact the Asset Manager that services their

     project if they need further guidance.  The Asset Manager will also be

     the coordinator of the HUD review.

                              Nicolas P. Retsinas

                              Assistant Secretary for Housing-

                                      Federal Housing Commissioner

