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HUD issued a Final Rule in the Federal Register on February 28, 2024 (89 FR 14588) (the “Rule”), and an 
accompanying Notice the day thereafter (H 2024-05) (the “Notice”), providing an opportunity for certain 
Mark-to-Market (“M2M”) projects to apply for budget-based rent adjustments (“BBRAs”).   

The Rule is intended to ensure the long-term financial and physical stability of M2M properties, which 
have historically been limited to Operating Cost Adjustment Factor (“OCAF”) rent increases and thus 
lacked rents sufficient to support the properties’ operational and financial needs. In response, the BBRA 
will attempt to set eligible M2M properties’ rents at levels that allow for adequate debt service and 
sufficient payments for repairs and replacement needs (capped at comparable market rents). In 
exchange for enhanced rent adjustments, an M2M property awarded a BBRA will become subject to an 
additional 20-year affordability and use restriction and must agree to extend their HAP Contracts for the 
same period.  

Below, we have summarized which M2M properties will be eligible for the BBRA, HUD’s priorities for 
awarding BBRA funding, and the BBRA application process.  

Eligibility: 

Under the Rule, BBRAs will only be available to M2M properties satisfying all of the following criteria (as 
further specified in the Notice):  

1) The property is subject to an active M2M Use Agreement and is subject to a M2M Renewal
Contract (Full, Interim or Lite).

2) The owner has demonstrated that either (a) the property’s income is insufficient to operate the
property and no rehabilitation is currently needed, or (b) the BBRA is necessary to support
commercially reasonable financing for rehabilitation necessary to ensure long-term viability.

3) The rents for all units under the HAP Contract are lower than comparable market rents.

4) All Financial Assessment Subsystem (FASS) findings are resolved to HUD’s satisfaction (or subject
to a HUD-approved action plan).

5) The property must have been subject to a Management and Occupancy Review (MOR) within
the past 3 years (or after initial submission of the application). Properties with an MOR rating of
69 or below must demonstrate that the identified issues have been resolved or the owner could
not correct due to insufficient revenue or the need for a management change.

6) The owner and management agent are in good standing with HUD, as defined in the Notice.

7) The owner does not have any outstanding violations of fair housing laws.

https://www.federalregister.gov/documents/2024/02/28/2024-04081/rent-adjustments-in-the-mark-to-market-program
https://www.hud.gov/sites/dfiles/OCHCO/documents/2024-05hsgn.pdf?utm_medium=email&utm_source=govdelivery


 

In addition to meeting each of the criteria identified above, BBRAs are generally limited (at least initially) 
to M2M projects that have experienced operational and/or financial distress or have avoided such 
distress due to voluntary owner contributions to the property.  Properties receiving BBRAs become 
eligible to re-apply for additional BBRAs once every ten years.  

Evaluation of Applicants’ Need:  

HUD emphasizes that due to its limited funding, BBRAs will be awarded only to M2M properties with the 
greatest need, which will be determined by placing properties into one of four categories (Group A, B, C, 
and D), and then evaluating each Group based on the relationship between the current rents and the 
“Weighted FMR.”  For example, “first priority” is given to the “Group A Properties” that (i) meet certain 
specific distressed property criteria (e.g., a most recent REAC score below 30; two most recent REAC 
scores below 60; Operating Cost Coverage Ratio less than 1.0; Owner Contributions over $3,000 per unit 
in most recent fiscal year); and (ii) have rents less than 140% of the Weighted FMR.  It will not be until 
HUD gets to the “ninth priority” that HUD addresses M2M projects that (at least from HUD’s 
perspective) may not have significant financial or operational needs.   

Application Process: 

In a phased approach, HUD invites only eligible owners in Group A to apply now. Owners in the 
subsequent Groups may apply if invited by HUD in a later notice.  

Applicants will follow a two-step application process.  At the “Initial Submission” stage, owners will 
submit property and owner-specific information and related certifications.  At the “Final Submission,” 
the owner must submit, among other things, a narrative description; a “Good Standing Justification;” a 
CNA (using the CNA eTool); a Budget Worksheet; an Operating Pro Forma; and an RCS.   

Group A owners may now apply through HUD’s BBRA landing page here.  All those who apply by 
March 28th are considered to have submitted simultaneously, which is helpful in this first-come, first-
served process.  

Additional Information:  

HUD is planning a training on the notice on March 12th at 1PM EST. Use this registration link to enroll.  

 

Should you have any questions about this KH Housing Alert or require further information, please 
contact Stephen Niles or Scott Travers.  

This housing alert is intended as a source of information for clients and friends of Klein Hornig LLP. 
The content should not be construed as legal advice, and readers should not act upon information in this 
publication without professional counsel. This housing alert may be considered advertising under certain 
rules of professional conduct. Copyright © 2024 Klein Hornig LLP. All rights reserved. 

 

https://www.hud.gov/program_offices/housing/mfh/presrv/presmfh/aboutm2m/postm2mbbra
https://r20.rs6.net/tn.jsp?f=0014QTbEwsIxxLkjaBymH_DAfU0qPiuh8w-IxgGJNH8rV2131PpNocYgUb64GYpQ3-D7HfOg-SxkmNQ4ueJcI7JJS60BqRZacQJhVwl2AIz15RMxo7T_F68oXwnegEa7iuXAnYci_asG2QlETSa3V27kRnGx8wW43QajorPIgBLvhJSIfkjqCyAN9709He5PuqzQOJwL2ByBEM62tWvjuuydBewrDGl8IY51XgIOJ5b0NXTovDQet6CQiIJK6z0Pb-qNLuEPNgKNQzK_EmUTskXDMkL0tCXSQlHA_ZFWXp6wrwIOJ7QkVjMHzprQKBpav8B6zHrDhv5JD2zVO7noq7TexTSqa_ryAvEwNnFltLrVNf68s2u2S0y1_Ikce8Lb315AmK1W0GitD1DSrD19cAVwBSNSViPrzw-1nbnMcbCoxEl04Ck_oi2dlSFr0HyDD9yKXeyCArq21oVxSH_VXRQ-iTD2APulcXwTLGeGxFfl-6p6ky6Uj6Z_rmhdSlECtt7C5HTHw3BCGZngUe0a76BW0UH3Fm4WEJ-I9WmS7Ol_cPuqjQIvpQpwxCBxzK2egGxUuZOWjQ_FxAjVDiEI163jiPZjOPoBNfSHC_o3SdeMIhdY51tEbq-MA==&c=sj4GOPJ8oZ0prtOWB_J6dQWNYhKRzWQv6HNImJRgRaqbqnZhd4Vihg==&ch=8TWLVArOUUQQbtWzR0_2kflee55hG6ev6KVCbTpQCQB7v6e7Bw20xg==
mailto:sniles@kleinhornig.com
mailto:stravers@kleinhornig.com

