	BUDGET REVIEW PROCESS

	Budget Based Rent Increase should be submitted within 180 to 120 days prior to the effective date of the requested increase.  The review of the rent increase is a two (2) tier process which first requires HFA staff review and second the HFA approved budget along with the Owner/Agent’s packet is forwarded to the appropriate HUD Field Office for their review. Generally, documentation and/or explanations are required for each budget line item when the requested budgeted amount exceeds 5% or $500 from the most recent Audited Financial Statements.  Certain budget line items always require a breakdown of the expense, an explanation of the increase, and copies of the contracts and/or invoices. Budget based rent increases are reviewed on an annual basis. HFA will not approve two (2) year or two (2) tiered rent increases. See below for further details.  

	Budget Line Items
	Required Documentation and/or Explanation

	Apartment Vacancy, 5220
	HUD Handbook 4350.1, Chapter 7, 7-40, states, “…There are no vacancy factors for Section 202 projects with 100 percent Section 8.”  If the property has experienced a vacancy problem, please provide documentation of the vacancy loss (any vacancy approvals require HFA approval and HUD concurrence).

	Office Salaries, 6310; Manager Salaries 6330; Maintenance Payroll 6510
	Provide a salary table including all salaries, payroll taxes, and insurances paid by the property.  Identify changes in overall payroll expenses due to wage increases, added staff positions or changes in work schedules, e.g. Jones’ weekly work schedule increased from 30 to 40 hours/week.

	Management Fee, 6320
	Submit copy of the most recent HUD-approved Management Certification, HUD form 9839.  

	Miscellaneous Administrative Expenses, 6390; Misc. Operating & Maintenance Expenses, 6590; Misc. Taxes, Licenses, Permits & Insurance, 6790
	Breakdown each expense and provide invoices/contracts if available.

	Utilities – Fuel oil, 6420; Electricity, 6450; Water, 6451; Gas, 6452; Sewer, 6453
	Provide documentation from the utility company of the increase (either letter or copies of recent statements) and/or provide copies of 3rd party verification, i.e. newspapers, stating that a commission/governmental agency have approved an increase in the rates.

	Insurance – Property and Liability, 6720; Fidelity Bond, 6721; Workmen’s Compensation, 6722; Health Insurances, 6723
	Provide a copy of statement or potential increase amount on insurer’s letterhead.  If the insurance premiums are increasing substantially, the property should check with other providers for a better price, and ownership should certify that this has been done.

	Budgeting for Capital Item Replacements/Expenditures 
	Capital items should not be included in the operating budget.  A long-range needs assessment of the Reserve for Replacement (R4R) account and request to increase the monthly deposits should be submitted and requires HFA approval; a withdrawal from the R4R or Residual Receipts (if applicable) should be sent to HFA for approval.

	Rent Schedules
	Required Documentation and/or Explanation

	
	All Rent Schedules, HUD form 92458, should be typed and signed by ownership.  If the property has non-Section 8 units, those rents should be separated from the Section 8 portion.

	Utility Allowances
	Required Documentation and/or Explanation

	
	Each time the property requests an increase in the HUD authorized rent potential, the utility allowance must be analyzed.  1) If there is no increase, or the increase is 10% or less, please certify to HFA that the utility allowance(s) do not need to be changed. 2) If the increase is greater than 10%, please submit a recommendation to HFA of the proposed utility allowance.  Submit consumption data for at least 25% or a minimum of 5, per unit type.

	Tenant Notification
	Required Documentation

	
	The packet must include a copy of the letter sent to the tenants informing them that the Owner/Agent is requesting a rent increase, reasons why the project is seeking a rent increase, the current and proposed rental amount, the tenants right to review the documentation sent to HFA for thirty (30) days, the tenants right to submit written comments on the proposed rent increase and should a rent increase be approved a thirty-day (30) written notice will be sent to the tenants informing them of said rent increase. 



