House Financial Services Committee Marks Up H.R. 3965, The Mark-to-Market Extension and Enhancement Act of 2007

The Mark-to-Market program was reauthorized for an additional five years as part of the FY 2007 appropriations process.  However, there were no other provisions included in the program reauthorization.  H.R. 3965, which was sponsored by Representatives Maxine Waters (D-CA), Barney Frank (D-MA), and Deborah Pryce (R-OH), extended the program for one additional year, until October 1, 2012.   The bill also included several provisions that correct harm caused to owners by late Housing Assistance Payment (HAP) subsidies.  The bill requires HUD to pay owners’ HAPs on or before the first business day of the month; notify owners at least 10 days before the due date if the HAP will be late; authorizes owners to use reserves to pay operating and debt service costs for the project if the HAP is late; and assesses an interest charge on HUD for late payments.

Other provisions included increasing the number of units that can establish “exception rents” above 120 percent of HUD’s fair market rent from five to nine percent of the national restructured portfolio; expanding the program to include project-based Section 8 projects with below-market rents at the owner’s request; allowing higher rents for properties damaged by disasters; and extending the period of debt forgiveness for properties acquired by a tenant organization or nonprofit.  The bill also revises how rents are set when owners of Section 8 moderate rehab projects renew their contracts.  Section 8 mod rehab projects have different rules than other mark-to-market projects applied when contracts are renewed, which generally causes rents to drop.  This provision corrects that problem.
The bill was marked up and passed by the House Financial Services Committee on October 31.
