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ACTION CALENDAR 
November 14, 2006 

To: Honorable Chairperson and 
Members of the Housing Authority 

From: Phil Kamlarz, Executive Officer 

Submitted by:  Stephen Barton, Director, Housing 

Subject: Rescission of Project-Based Section 8 Vouchers 

RECOMMENDATION 
Adopt a Resolution to rescind the allocation of forty-one Project-Based Section 8 vouchers to 
Prince Hall Arms at 3132-38 Martin Luther King Jr. Way, four Section 8 vouchers to 2500 
Hillegass and twelve Section 8 vouchers to Allston House at 2121 Seventh Street and repeal the 
approval of two (2) five-year extensions of the HAP Contract for Allston House. 

SUMMARY  
At the October 10, 2006, meeting of the Berkeley Housing Authority, staff informed the Board 
that the U.S. Department of Housing and Urban Development (HUD) Office of Public Housing 
had conducted a review of the applications for six projects that received an allocation of Project-
Based assistance from the BHA in February 2005.  HUD had determined that since the 
allocations of the Project-Based Section 8 assistance were made to projects that received City 
assistance prior to the BHA allocation, this created an “identity of interest” that required HUD 
review and approval of all such allocations.  After completing its review, HUD disqualified 
allocations to three projects – Prince Hall Arms, Hillegass Apartments and Allston House.  Staff 
had engaged in discussions with HUD regarding their decision, after which HUD agreed to 
reconsider its decision on the allocation of twelve Section 8 vouchers to Allston House due to the 
special circumstances of the project, which is a preservation project with all its funding in place.  
On October 20, 2006, HUD informed the BHA that they were unwilling to approve Allston 
House for Project-Based Voucher assistance.  Attached for reference are all correspondence 
between HUD and the Berkeley Housing Authority (from August 2006 to October 2006) that 
discusses HUD’s evaluation of the Project-Based Section 8 applications and the basis for HUD’s 
final decision on Allston House. 

HUD is requesting that the BHA formally rescind the allocation of 52 Project-Based Section 8 
vouchers to Prince Hall Arms, 2500 Hillegass and Allston House, and repeal the approval of the 
two (2) five-year extensions of the HAP Contract for Allston House.   
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FISCAL IMPACTS OF RECOMMENDATION 
Loss of the additional revenue from the project-based Section 8 vouchers means that Allston 
House will need to find an alternative source for the $789,546 that would have been loaned to the 
project based on that revenue.  2500 Hillegass will lose approximately $24,000 in annual revenue 
that would have been used to support additional rehabilitation.  The Prince Hall Arms project 
will lose revenue that would have supported a loan of approximately $3,000,000. 

There will be no financial impact on the Berkeley Housing Authority.  The commitment of the 
52 vouchers is part of an allocation of 104 Project-Based Section 8 vouchers to six applications 
that were reviewed and approved by the Berkeley Housing Authority Board on February 15, 
2005.  As a condition of approval, the project sponsors were given two years from the date of 
approval of the vouchers to secure project financing and to execute an Agreement to Enter into a 
Housing Assistance Payment (AHAP) contract.  These vouchers can be allocated to as portable 
vouchers to people on the waiting list. 

CURRENT SITUATION AND ITS EFFECTS 
The loss of Project-Based Section 8 assistance means the three projects must find other sources 
of funding.  For 2500 Hillegass, a proposed rehabilitation project owned by Affordable Housing 
Associates (AHA), the impact is a small one and staff will work with AHA to find other sources 
of funds for the project.  For Prince Hall Arms, a proposed senior housing development 
sponsored by the Prince Hall Masons, the loss of the Section 8 vouchers means the project has 
lost a major source of subsidy.  Staff will provide a report on the status of the Prince Hall Arms 
development to the Housing Advisory Commission and the City Council shortly.  

HUD’s decision to deny project-based assistance to Allston House, which is a project by AHA to 
acquire, preserve and rehabilitate an affordable housing project, has resulted in a funding gap of 
$789,546 and has placed the organization at risk of losing other major sources of funding already 
in place.  AHA has secured a commitment of State Multifamily Housing Program funds, federal 
low-income housing tax credits and an allocation of tax-exempt multifamily bonds for the 
project.  Unless AHA is able to secure the funds to fill the gap, the loss of the Section 8 vouchers 
could potentially lead to the loss of forty-seven affordable apartments for very low and low-
income tenants and in the worst-case, would hurt the organization’s chances to compete for 
funding for future housing projects.  

At tonight’s City Council meeting, staff will present a proposal to save the Allston House project 
through a commitment of current and future Housing Trust Funds, backed by a loan of City 
General Funds to the Housing Trust Fund if the money is not available when it is needed in 
January 2008.  AHA needs this commitment in order to close on its construction loan by the 
deadlines set forth in their funding agreements, or risk losing the commitments made by the 
various state and federal funding programs. 
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BACKGROUND 
HUD disagreed with the evaluation conducted by staff and the Housing Advisory Commission in 
recommending Prince Hall Arms, 2500 Hillegass and Allston House to the BHA Board.  Based 
on HUD’s evaluation of the applications, the three projects did not meet certain threshold 
requirements and selection criteria set forth in the BHA Project-Based Section 8 program 
guidelines, and thus, disqualified the projects from receiving project-based assistance.  HUD 
believes the BHA’s identity of interest with the City of Berkeley gave the projects an unfair 
advantage in the competition for Project-Based Vouchers.  Among the issues raised is the City 
relied on information available from previous interactions and previous allocation processes such 
as the Housing Trust Fund process, rather than ensuring that all necessary information was 
contained within the applications to the BHA for project-based vouchers.  For instance, one of 
the threshold requirements is to demonstrate site control.  HUD objected that all the necessary 
documentation for evaluating site control was not submitted with the applications for Prince Hall 
Arms and Allston House.  Since the City had the information on file to make the determination 
of site control, staff had not considered it necessary to ask that these documents be resubmitted 
with the applications for Project-Based Section 8.  HUD insisted that the BHA and City 
processes must be considered entirely separately, and that therefore the applications must be 
denied due to lack of evidence of site control in the application.    

For Allston House, HUD had considered two other factors in its decision to deny project-based 
assistance.  First, HUD disagreed with the BHA’s decision to execute two, five-year extensions 
of the Housing Assistance Payment (HAP) contract prior to the initial ten-year HAP contract on 
the grounds that this grants an effective 20-year contract term when the statutory limit of a 
contract is ten years.  Staff had informed AHA that the approval of the renewal contract would 
be conditional upon the project’s executing an initial HAP contract and the availability of funds 
at the time it came up for renewal.  In other words it was not a binding commitment. The terms 
and conditions of the two, five-year extensions would be provided in a HAP contract renewal 
agreement and the renewal contracts had not been executed. Other neighboring jurisdictions have 
approved HAP contract terms of this nature in order to help affordable housing developers raise 
additional funding for their projects.   Nevertheless, HUD has determined the renewal contracts 
are invalid and is requesting that the BHA repeal their decision granting the contract renewals 
and approval of the two additional five-year HAP contract terms.   

Finally, HUD disagreed with AHA’s decision to do a soft bond closing on the construction loan 
in late August after HUD had notified BHA that the Allston House project was not approved.  
AHA made a decision to go through the soft closing in order to meet deadlines set by their 
lenders.  The soft closing, however, is not an indication that the project has started construction.  
In fact, it can only be considered a “pre-closing” since the hard closing of the construction loan 
would require the execution of the Agreement to Enter into a Housing Assistance Payment 
(AHAP) contract.  According to our consulting attorneys, Goldfarb and Lipman, this is standard 
practice in the industry and is not contrary to any HUD regulations.   
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RATIONALE FOR RECOMMENDATION 
HUD did not agree with the BHA’s method of evaluating the applications for Project-Based 
vouchers and has disqualified the allocation of vouchers to three projects that did not meet the 
threshold requirements and selection criteria set forth in the BHA’s Project-Based Section 8 
program guidelines.  While BHA staff does not agree with the HUD evaluation of the 
disqualified projects, under the program rules the decision is within HUD’s discretion.  HUD has 
asked the BHA to rescind the allocation of project-based vouchers to Prince Hall Arms, 2500 
Hillegass and Allston House and to repeal the approval of two, five-year extensions of the HAP 
contract for Allston House.  

ALTERNATIVE ACTIONS CONSIDERED 
Staff is considering the option of conducting another Request for Proposals for Project-Based 
Section 8 in the next 8-12 months, which would allow Prince Hall Arms, 2500 Hillegass, Allston 
House and other eligible projects, to apply for project-based assistance in a way that would 
respond to HUDs concerns.  This would require updating the Project-Based Section 8 
Administrative Plan and HUD’s review of the application process.   

Staff has also considered the option to submit an appeal to higher authorities in HUD, however 
the timeline for both Hillegass and Prince Hall is sufficient for us to redo the process, while the 
deadlines for the already committed funding for Allston House do not allow sufficient time for 
such an appeal. 

CONTACT PERSON 
Lourdes P. Chang, Community Development Project Coordinator, Housing, (510) 981-5419 
 

Attachments:   

1: Resolution 
2: August 7, 2006, Letter from Stephen Schneller, HUD Director - Office of Public Housing RE: 
Application Rating for Project-Based Vouchers 
3: August 24, 2006, Letter from Berkeley Housing Authority to HUD Office of Public Housing 
RE: Response to HUD’s Application Rating of Project-Based Vouchers 
4: September 18, 2006, Letter from Stephen Schneller, HUD Director – Office of Public Housing 
RE: Application Rating for Project-Based Vouchers (HUD Response #2) 
5: September 28, 2006, Letter from Berkeley Housing Authority to HUD Office of Public 
Housing RE: Preservation Project (Allston House) at Risk 
6: October 10, 2006, Information Calendar Report to Berkeley Housing Authority RE: Status of 
Housing Authority Operations (pp. 1-3 of report) 
7: October 20, 2006, Letter from Stephen Schneller, HUD Director – Office of Pubic Housing 
RE: Allston House Application Rating for Project-Based Vouchers 



 

 

RESOLUTION NO. ##,###-N.S. 
 

ADOPT A RESOLUTION TO RESCIND THE ALLOCATION OF FIFTY-SEVEN PROJECT-
BASED SECTION 8 VOUCHERS FOR PRINCE HALL ARMS, 2500 HILLEGASS AND 

ALLSTON HOUSE AND REPEAL THE APPROVAL OF TWO (2) FIVE-YEAR 
EXTENSIONS OF THE HAP CONTRACT FOR ALLSTON HOUSE. 

 
WHEREAS, on February 15, 2005, the Berkeley Housing Authority approved the allocation of 
104 Project-Based Section 8 vouchers, including 4 additional vouchers for Prince Hall Arms, 4 
vouchers for 2500 Hillegass, and 12 vouchers for Allston House (Berkeley Housing Authority 
Board Resolution No. 708); and 
 
WHEREAS, in June 2006, the U.S. Department of Housing and Urban Development (HUD) 
informed the BHA that HUD would need to review and evaluate the applications for Project-
Based Vouchers as set forth in the HUD program guidelines for the Project-Based Certificate 
Program; and 
 
WHEREAS, on August 7, 2006, upon HUD completion of its review of the applications, HUD 
informed the BHA that three projects did not meet the threshold requirements and selection 
criteria for the program, and thus, would not be eligible for any project-based voucher assistance, 
including the 37 project-based vouchers previously committed to the Prince Hall Arms project; 
and 
 
WHEREAS, on October 20, 2006, HUD made its final decision to deny approval of project-
based assistance to Allston House, after it had agreed to give the project special consideration 
since it was a preservation project with all its funding commitments in place; and 
 
WHEREAS, HUD is requiring the BHA to formally rescind the allocation of project-based 
assistance to the three projects – Prince Hall Arms, 2500 Hillegass and Allston House- and 
repeal the approval of two, five-year extensions of the Housing Assistance Payment (HAP) 
Contract for Allston House. 
 
NOW THEREFORE, BE IT RESOLVED by the Berkeley Housing Authority Board that the 
Executive Officer is hereby authorized to rescind the allocation of forty-one Project-Based 
Section 8 vouchers to Prince Hall Arms, four Project-Based vouchers to 2500 Hillegass and 
twelve Project-Based vouchers to Allston House and to repeal the two, five-year extensions of 
the HAP contract for Allston House. 
 
 
 
 
Exhibits – None. 
 
 












































