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Agenda

 Cost Allocation

 Eligible Costs

 Create a budget by program

• Programs (federal, state, local)

• Prepare budgets for LIPH, HCV, COCC

 How to implement the CFP into the AMP 
budget

 Budget and budget revision due date

BUDGETING AND COST ALLOCATION

1

2

3



2

4

Budgeting & Cost Allocation

Cost 
Allocation 

Plan

Federal / 
State Program 

Budget

COCC 
Budget

Board 
Approval

Overall 
Budget

MAY HAVE TO REVISIT THE COST ALLOCATION PLAN DURING THE BUDGET PROCESS
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Cost Allocation

BUDGETING AND COST ALLOCATION
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Cost Allocation Principles

BUDGETING AND COST ALLOCATION

All activities that benefit from the PHA’s indirect cost, 
including unallowable activities and donated services by the 
PHA or third parties, will receive an appropriate allocation of 
indirect costs.

If a cost benefits two or more projects or activities in 
proportions that can be determined without undue effort or 
cost, it must be allocated to the projects based on the 
proportional benefit. 

If a cost benefits two or more projects or activities in 
proportions that cannot be determined because of the 
interrelationship of the work involved, it may be allocated or 
transferred to benefitted projects on any reasonable 
documented basis.

Indirect Cost 
Allocation 
Principles

Direct Cost 
Allocation 
Principles
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Cost Allocation Principles

Additional Cost Principles

 The cost allocation plan must be 
updated every year to reflect the
PHA’s indirect cost allocations 
effectively

 The cost allocation plan must be 
signed by the lead accountant or 
executive director any time the cost 
allocation plan is changed

 No cost shifting is permitted to meet 
budgetary expenditure

BUDGETING AND COST ALLOCATION
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Cost Allocation Plan

 A documented plan to allocate 
indirect costs and sometimes front-
line costs to various programs

 A cost allocation plan must be 
mathematically supported using cost 
drivers to determine the rate

• The allocation plan cannot be 
estimated

 Cost drivers could include:

• Direct payroll cost

• Number of units

• Tenant case load

• Office space

BUDGETING AND COST ALLOCATION
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Cost Allocation

 When a cost cannot be directly assigned to a program but is benefiting several 
programs, the cost must be allocated across those programs that are benefiting

 When the cost is allocated, it must meet certain requirements

• 2 CFR 200, sub-part E, Appendix V and Appendix VII discusses cost allocation 
and indirect cost rates for state and local governments (PHAs)

 Cost allocation plans and indirect rate proposals can be very elaborate and 
contain multiple drivers

 A driver is how a PHA will allocate an indirect cost

• For example, if the PHA receives a phone bill for the entire PHA, it must 
determine how to allocate the cost across its programs

• The PHA could use the number staff from each program to allocate the phone 
bill or the PHA could use the number of phone lines that are used in each 
program

BUDGETING AND COST ALLOCATION
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Cost Allocation

Indirect costs must meet the following cost 
principles to be allocated to a grant:

 The PHA must have sound management 
practices

 The PHA is responsible for administering 
federal funds in compliance with underlying 
agreements, program objectives, and the 
terms and conditions of the federal award

 With its own staff, facilities, and 
experience, the PHA is responsible for 
employing the necessary organization and 
management techniques to assure proper 
and efficient administration of the federal
award

BUDGETING AND COST ALLOCATION
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 The PHA’s accounting practices 
must be consistent with these cost 
principles and obtain supporting 
documentation to allocate to the 
federal award

 When reviewing and negotiating 
proposals, the cognizant agency for 
indirect costs should assure the 
PHA is applying these accounting 
principles on a consistent basis

 The PHA may not earn or keep any 
profit resulting from federal 
financial assistance unless 
explicitly authorized by the terms 
and conditions

Accounting & 
Documentation

BUDGETING AND COST ALLOCATION
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Cost Criteria

Costs must meet the following general criteria in order to be allowable under 
federal awards:

 Be necessary and reasonable

 Adhere to any limitations or exclusions 

 Be applied consistently 

 Not to be assigned to a federal award as a direct cost, if other costs incurred for 
the same purpose have been allocated as indirect costs

 Be accounted for using Generally Accepted Accounting Principles (GAAP)

 Not be included as a cost or used to meet cost sharing or matching requirements 
of any other federally-financed program in either the current or a previous 
period

 Be adequately documented

 Be incurred during the approved budget period

BUDGETING AND COST ALLOCATION
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Cost Reasonableness

 A cost is reasonable if it does not exceed costs incurred by a 
prudent person under the same circumstances.

 Reasonableness of a cost can be determined by the 
following:

• The cost is ordinary and necessary for the operations of the 
PHA

• Followed procurement requirements and state and local 
laws

• Market prices for comparable goods or services for the 
geographic area

• Individuals acted with practicality with the purchase

• Insuring the PHA is not deviating policies and maintaining a 
reasonable cost

BUDGETING AND COST ALLOCATION
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Allocable Cost

 A cost is allocable to a particular 
federal award or other cost objective 
if the goods or services involved are 
allowed to be charged to the federal 
award. 

 This standard is met if the cost:

• Is incurred specifically for the 
federal award

• Benefits both the federal award 
and other programs of the PHA and 
is allocated using reasonable 
methods

• Is necessary to the overall 
operation of the PHA

BUDGETING AND COST ALLOCATION
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Automobiles
That portion of automobile costs furnished by the PHA 
that relates to personal use by employees (including 
transportation to and from work) is unallowable

Alcoholic Beverages Costs of alcoholic beverages are unallowable

Donations Charitable contributions are unallowable

Bonuses
Incentive compensation may be paid in lump sum but 
only if pursuant to a written plan, adopted in advance, 
and tied to performance measures or cost savings

Entertainment Costs
Costs of entertainment, including amusement, 
diversion, and social activities and any associated costs 
are unallowable

Specific Ineligible Costs

BUDGETING AND COST ALLOCATION
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Fines, Penalties, 
Damages and Other 
Settlements

Costs resulting from PHA violations of, alleged 
violations of, or failure to comply with, Federal, state, 
local laws and regulations are unallowable

Goods or Services for 
Personal Use

Costs of goods or services for personal use of the PHA's 
employees are unallowable

Interest
Interest costs for interest on borrowed capital are 
unallowable; Interest costs for the acquisition or 
replacement of capital assets are allowable

Specific Ineligible Costs

BUDGETING AND COST ALLOCATION
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Cost Allocation Problems

 Cost allocation plans are not supported

 Costs are not allocated as described in the allocation plan

 Cost drivers used do not adequately allocate costs in a fair
method between the programs

 New allocation methodology used to help ensure program 
expenses can be covered by program revenue (cost shifting) 
but allocation method is not reasonable

 Indirect costs (overhead) charged to a grant or program are 
above the allowed amount

 Some grants do not allow any indirect cost to be charge to 
the grant (i.e., HUD’s FSS Coordinator grant)

BUDGETING AND COST ALLOCATION
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Eligible Cost Decision Tree

Is Cost 
Allowed?

(Laws, regs, 
guidance)

Is the Cost 
Documented?

(Procurement 
& accounting)

Is the Cost 
Equitable?

(True cost of 
program)

Is the Cost 
Necessary?

(Program 
goals)

Is the Cost 
Reasonable?

(Prudent 
person test)

MUST MEET ALL FIVE STANDARDS!

BUDGETING AND COST ALLOCATION

1 2 3 4 5

16

17

18



7

19

General Budgeting 
for a PHA
Budgeting Essentials: LIPH

BUDGETING AND COST ALLOCATION
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What Is a Budget?

 A budget is a realistic estimate of 
operating receipts and expenditures 
for a given period of time to be used 
as a plan of operation and a 
monitoring tool to measure an 
agency's performance

 It is an instrument through which the 
PHA expresses its thoughts and 
actions as to proposed activities, 
including overhead factors, and 
estimates and assigns available 
resources to accomplish planned 
objectives and goals

• HUD Guidebook 7475.1

BUDGETING AND COST ALLOCATION
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Purpose of a Budget

The purpose of the budget, as a 
financial summary and analysis of 
immediate and long-range operating 
programs and plans, is to provide the 
PHA with an effective instrument to 
control operations and achieve 
operating objectives in a balanced and 
business-like manner (HUD Guidebook 
7475.1).

BUDGETING AND COST ALLOCATION
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Budgeting Essentials

BUDGETING AND COST ALLOCATION

“The budget 
often feels like 
a war that no 
one wins.”

23

The budget was never 
meant to cause internal 
wars, power struggles or 
hurt feelings, but was 
developed in order to:

 Create a visionary plan 
(both long- and short-
term goals)

 Allocate resources 
equitably in the Authority

 Serve as a decision-
making tool

Purpose of a Budget

BUDGETING AND COST ALLOCATION
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High Performing Agency Budgets

High performing Authorities have similar 
characteristics, these employees:

 Hold themselves and others accountable

 Work for agreement instead of compromise

 Focus on what is best for all

 Are of service to others

 Act ethically

 Believe in transparency

 Work to foster cooperation and interdependence

 Assess the training that people need and provide it

 Use the budget as a tool to make smart decisions

BUDGETING AND COST ALLOCATION

22

23

24



9

25

Troubled Agency Budgets

Employees of Troubled Authorities & Challenged 
Agencies have these characteristics in common:

 Budget Inflexibility

 Budget mismanagement

 Dishonesty

 Game playing

 Lack of accountability and lack of “buy in”

 Lack of consensus & focus

 Lack of support and lack of adequate funding

 Short-sighted planning

 Wasted time to prepare a plan that nobody follows

BUDGETING AND COST ALLOCATION
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The PHA Board of Commissioners, 
acting through its delegated officers, 
has the primary responsibility for 
ensuring that the PHA is operated in 
an efficient and economical manner, 
and that its financial integrity is 
maintained

This responsibility is exercised 
through the review, approval and 
control of the PHA Operating 
Budget(s) and Operating Budget 
revision(s)

Role of the Board of 
Commissioners

BUDGETING AND COST ALLOCATION
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The Board of Commissioners 
has the responsibility to 
submit a Board Resolution, 
HUD Form 52574, “Board 
Resolution Approving the 
AMP Budgets,” before the 
fiscal year begins to their 
respective field office

Board Budget Resolution

BUDGETING AND COST ALLOCATION
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The Board resolution will probably 
include content such as:

 The proposed expenditures are 
necessary in the efficient and 
economical operation of the 
housing authority/for the purpose 
of serving the PHA

 The financial plan is reasonable, in 
that it indicates a source of funding 
adequate to cover all proposed 
expenditures, and it does not 
provide for use of Federal funding 
in excess of that payable under the 
provisions of regulations

Board Budget Resolution

BUDGETING AND COST ALLOCATION
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 When the actual expenses start to 
exceed budgeted expenses on am 
AMP by AMP basis or program basis 
(HCV, Mainstream, state, etc.) a 
budget revision will need to be 
completed.

 For Public Housing, this guidance is 
provided in the Annual 
Contributions contract.

Budget Revision

BUDGETING AND COST ALLOCATION
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Budgeting

BUDGETING AND COST ALLOCATION

A PHA can budget for a profit, a 
loss or break-even. It really 
depends on reserves levels at 
each AMP or program the PHA 
administers. 

28
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 In most instances, the Executive 
Director has the overall 
responsibility for budget 
preparation

 The Executive Director is 
accountable for the soundness and 
validity of the budget estimates

 Although outside experts can be 
tremendously helpful in the budget 
preparation, the responsibility 
remains with the PHA

Role of the Executive 
Director

BUDGETING AND COST ALLOCATION
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 To the maximum extent 
feasible, all departments 
within the PHA should 
have input into the final 
budget estimates

 Smaller PHAs with limited 
staff should, at a 
minimum, seek input 
from other staff

Role of Principal Staff

BUDGETING AND COST ALLOCATION
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Operating Budget Formulation

 Since the PHA is required to have a 
Board-approved budget before the 
beginning of the PHA fiscal year, 
planning should be developed 
sequentially, beginning early in the 
"Current Budget Year" 

• This calls for coordinated effort by 
principal staff members, the 
Executive Director, and the Board

 It will help if staff assignments in 
connection with planning and 
preparing a budget are made to each 
division of the PHA's organization 

BUDGETING AND COST ALLOCATION
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Budgeting

BUDGETING AND COST ALLOCATION
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Public Housing

How does a PHA make money in your Public Housing 
program?

 The Public Housing program is similar to owning and 
managing an apartment building or rental houses

 Charge rents, collect rents, and  receive operating 
subsidy

 Maintain the units, police the units, lease the units,
advertise units to lease

 Consider the PHA as a real estate owners, managers 
and a development  company

• Act of 1937 gave powers to the states to create
Public Housing

BUDGETING AND COST ALLOCATION
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Budgeting Revenues

BUDGETING AND COST ALLOCATION
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 Use most recent rental register and 
estimate 12 months of revenue

 Items to consider:

• Occupancy rate

• Units coming on-line or going off-
line

• Inflationary rental income 
increases

Dwelling Rental Income

BUDGETING AND COST ALLOCATION
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 Non-dwelling income

• Estimate income from lease or PY

 Tenant charges

• Maintenance (trends or averages)

• Lock Out

• Excess Utilities (based on 
schedules)

 Cell phone tower

• Lease

 Other Charges

Other Income

BUDGETING AND COST ALLOCATION
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This amount will come from HUD 
Form 52723

 Part D, Line 3

 Don’t forget to take proration into 
consideration

 If your fiscal year falls on a 
quarter, you may have to take two 
year’s of 52723 into consideration

Operating Subsidy

BUDGETING AND COST ALLOCATION
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What Is Subsidy “Proration?”

 Proration: to divide, distribute or assess proportionately or evenly

 When overall national subsidy eligibility exceeds what we get through 
congressional appropriations, funds are “prorated” 

 The prorated amount is calculated by dividing the appropriated funds by subsidy 
eligibility, as shown below:

BUDGETING AND COST ALLOCATION

Appropriation $ Amt
= Proration %

Subsidy Eligibility $ Amt

41

Proration Example

Let’s say we have a family with two 
jobs and three children:

 All three kids receive a weekly 
allowance

 The two sources of income allow 
them to distribute $60 total, per 
week, evenly between the three kids

 Each child receives a weekly 
allowance of $20

BUDGETING AND COST ALLOCATION
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Capital Fund Uses for AMP Operations
TRANSFER TO OPERATIONS - 1406

 PHA < 250 Units – up to 100% of CFP 

 PHA ≥ 250 Units – up to 20% of CFP

• Effective for CFP Grants 2015 and 
forward - 25%

 Eligible for any Operating Costs

 Transfer to specific AMP

• Considered Other Income at the 
AMP

 Transfers prohibited to COCC

BUDGETING AND COST ALLOCATION
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 Can be increased beyond the 25% 
with HUD approval for security 
purposes

 Refer to Section 2 of your CFP ACC 
Amendment for language stating 
the 25%

Updates for BLI 1406 
Operations

BUDGETING AND COST ALLOCATION
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Capital Fund Flexibility for Small PHAs

Quality Housing and Work 
Responsibility Act (QHWRA)

“The QHWRA of 1998 (P.L.105-
276), gives a PHA with less than 
250 units full flexibility to allocate 
up to 100% of its annual CIAP grant 
for any fiscal year to its Low Rent 
program as long as the PHA: (1) is 
not troubled and (2) operates its 
public housing in a clean and safe 
and healthy condition as 
determined by HUD.”

 Final Capital Fund Rule 
(October 24, 2013)

 PIH Notice 2016-18

BUDGETING AND COST ALLOCATION
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A small PHA wishing to 
transfer 100% of their CFP 
Funds to the Operating Fund 
must make sure there are:

 No debt service payments

 No significant Capital Fund 
needs or emergency needs 
that must be met

 Must not be considered 
troubled

Transfers to Operations
SMALL PHAS

BUDGETING AND COST ALLOCATION
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Capital Funds Uses for the AMP
MANAGEMENT IMPROVEMENTS – 1408

 Maximum budget amount is 10% of
grant

 Limited to AMP use only

• Exception if High Performer or 
HUD Approval

 PHAs will be allowed to charge 
certain shared functions to the
COCC

• Must be proven major U.S.es will 
be for AMP

• Item must be reasonable and 
necessary to fulfill responsibilities 
of frontline costs

BUDGETING AND COST ALLOCATION
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Management Improvements

Non-capital activities that are project-
specific or PHA-wide improvements 
needed:

 To upgrade or improve the operation 
or maintenance of the PHA’s 
projects, not part of day-to-day 
operations on a year-to-year basis 

 To promote energy conservation, to 
sustain physical improvements at 
those projects or 

 To correct management deficiencies

• A management deficiency can be 
defined by HUD, your auditor or 
your PHA!

BUDGETING AND COST ALLOCATION
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Management Improvements

 Training for PHA personnel in 
operations and procedures, including 
resident selection, rent collection 
and eviction

 Improvements to management, 
financial, and accounting control 
systems of the PHA

 Improvement of resident and project 
security

 Activities that assure or foster equal
opportunity

BUDGETING AND COST ALLOCATION
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Management Improvements
ECONOMIC DEVELOPMENT COSTS

 Economic Development eligible costs include job 
training for residents and resident business 
development activities, for the purpose of carrying
out activities related to the modernization-funded 
(CFP) management and physical improvements

 HUD encourages PHAs, to the greatest extent 
feasible, to:

• Hire residents as trainees, apprentices, or
employees to carry out the modernization 
program under this part

• Contract with resident-owned businesses for
modernization work

BUDGETING AND COST ALLOCATION
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Management Improvements
RESIDENT MANAGEMENT COSTS

Resident Management eligible costs 
include technical assistance to a 
resident council or resident 
management corporation (RMC):

 Determine the feasibility of resident 
management to carry out 
management functions for a specific 
development or developments

 Train RMC board members in 
community organization, board 
development, and leadership to 
assist in the formation of an RMC

BUDGETING AND COST ALLOCATION
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Resident Homeownership 
eligible costs are limited to 
the study of the feasibility of 
converting rental to 
homeownership units and the 
preparation of an application 
for conversion to 
homeownership or sale of units

Management Improvements
RESIDENT HOMEOWNERSHIP COSTS

BUDGETING AND COST ALLOCATION

49

50

51



18

52

Management Improvements
PREVENTIVE MAINTENANCE SYSTEM

 Preventive Maintenance System 
eligible costs include the 
establishment of a preventive 
maintenance

 A preventive maintenance system 
must provide for regular inspections 
of building structures, systems and 
units and distinguish between work 
eligible for operating funds (routine 
maintenance) and work eligible for 
modernization funding (non-routine 
maintenance)

BUDGETING AND COST ALLOCATION

53

Management Improvements
DRUG ELIMINATION COSTS 

BUDGETING AND COST ALLOCATION

Drug elimination eligible 
costs include drug 
elimination activities 
involving management or 
physical improvements, as 
specified by HUD

54

Management Improvements
LEAD-BASED PAINT COSTS

BUDGETING AND COST ALLOCATION

Lead Based Paint 
eligible costs include 
lead-based paint 
activities, such as 
insurance coverage 
and cleanup and 
disposal.
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Capital Fund Uses for CFP Gant Administration
ADMINISTRATIVE COSTS – BLI 1410

BUDGETING AND COST ALLOCATION

 Maximum budget amount is 
10%

 Administrative costs 
necessary for the planning, 
design, implementation and 
monitoring of the physical 
and management 
improvements are eligible 
costs

56

Administrative Costs - BLI 1410
PHA WITH NO COCC

 The salaries and benefits of non-technical and 
technical PHA personnel assigned full-time or part-
time to modernization are eligible costs only where 
the scope and volume of the work are beyond that 
which could be reasonably expected to be 
accomplished by such personnel in the performance 
of their non-modernization duties

 A PHA shall properly apportion to the appropriate 
program budget any direct charges for the salaries 
of assigned full- or part-time staff

• Consider the Allocation Method

BUDGETING AND COST ALLOCATION
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Administrative Costs - BLI 1410
PHA WITH A COCC

 The COCC earns the management fee 
from the AMPs for the management 
of owner related functions

• Who pays this fee?

 These costs include duties related to 
general capital planning, preparation 
of the Annual Plan, processing of 
eLOCCS, preparation of reports, 
drawing of funds, budgeting, 
accounting, and procurement of 
construction and other miscellaneous 
contracts

• Does not include a Physical Needs 
Assessment (PNA)

BUDGETING AND COST ALLOCATION
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Interest Income

 Usually use past years of 
interest income depending on 
balances

• How will the cash be 
allocated between the AMPs 
and the COCC?

• Projections of Cash Flows?

 Section 8 interest income will 
only consist of administrative 
income

 There is no restricted interest 
income

BUDGETING AND COST ALLOCATION
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Expenses

BUDGETING AND COST ALLOCATION
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 Based on entity wide salary
schedule

 Must have reasonable 
method to allocate salaries

• Salaries could be 
recovered through 
management fee

• Fee-for-Service salaries

• Union contracts

• Benefit increases

Salary & Benefits Expense

BUDGETING AND COST ALLOCATION
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Salaries & 
Benefits 
Expense

BUDGETING AND COST ALLOCATION

Independent Contractor Article

62

Compensated Absence Expense

 The actual expense will be based on 
personnel policy 

 Generally, follows salary schedule for 
allocation of expense

 See Personnel Policy

• Sick Leave

• Vacation

• Other

 GASB 16 & GASB 101

BUDGETING AND COST ALLOCATION
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Legal Expense

COCC will generally budget for 
retainers and the AMPs will budget for 
direct AMP-related activity

 What is an example of an AMP-
related Activity?

 Are you going to use Fee-for-Service 
for your centralized legal council?

BUDGETING AND COST ALLOCATION
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 Board Member trainings that 
exceed HUD standards are a COCC 
expense

 Training for staff at AMPs will be 
allocated to the AMPs

• Including centralized staff 
prorated to frontline

Training Expense

BUDGETING AND COST ALLOCATION
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Travel Expense

BUDGETING AND COST ALLOCATION

 Board members’
travel is a COCC 
cost

 Direct cost for 
each AMP when 
AMP staff travel

66

 Accounting fees could be 
allocated to the 
AMPs/Programs depending 
on the type of work the fee 
accountant/consultant is 
completing

 Much of the cost will 
ultimately be a COCC 
expense

Accounting Fees

BUDGETING AND COST ALLOCATION

64

65

66



23

67

 Audit costs can be prorated 
using a reasonable 
methodology to the AMPs 
the COCC and other 
programs

 Speak with your Auditor to 
have your bill detailed out

• Make it a part of your RFP

Audit Fees

BUDGETING AND COST ALLOCATION
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Sundry Expense

 Sundry can include: phone, fax, 
internet, postage, office supplies, 
copier contracts, other 
administrative contracts, dues & 
fees, collection agent, civil service 
fees, etc.

 Review each item individually and 
determine where amounts should be 
budgeted

BUDGETING AND COST ALLOCATION
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Type of Fee Expenses

BUDGETING AND COST ALLOCATION

MANAGEMENT FEES
 Geographical
 Per occupied and HUD 

approved vacant unit

BOOKKEEPING FEES
 $7.50 fixed amount
 Per occupied and HUD 

approved vacant unit

ASSET MANAGEMENT FEE
 Up to $10 Per UMA
 Excess cash restrictions

HCV MANAGEMENT FEE

 Greater of $12 per occupied 
unit as of 1st of month or 
20% of Administrative fees

Public Housing Asset Management 
Project (AMP) fees

Housing Choice Voucher Fees

BOOKKEEPING FEE

 $7.50 fixed amount

 Per occupied unit
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Resident (Tenant) Services

BUDGETING AND COST ALLOCATION

Related expenses, 
including salaries and 

benefits, are permitted 
to be budgeted to the 

AMP(s) even though the 
services could be 

centralized

71

 Don’t fall into the trap … 
beware of HUD Form 52722

 Could obtain latest utility 
rates from utility company 
and review current most 
recent 12-month 
consumption use

 COCC and dwelling units

Utility Expense

BUDGETING AND COST ALLOCATION
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 Fee-for-Service or AMP-
based (frontline) positions

 Union agreements 
(collective bargaining 
agreements)

 COLA

 Demo/Disposition

 New Developments

Maintenance Salaries & Benefits

BUDGETING AND COST ALLOCATION
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 Maintenance materials will 
be site based

 Budget on past work orders 
when centralized

 Are controls in place to 
monitor inventory?

Maintenance Materials

BUDGETING AND COST ALLOCATION
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 When PHAs use Fee-for-Service for 
Centralized Maintenance:

• Salaries and benefits will be 
budgeted at the COCC along with
Fee income

• The contract cost will be 
reflected at the AMP level

 Based on past work orders and 
market rates

 Obtain comparable rates

• The more carefully the scope to 
obtain rates is written, the more
comparable the rate will be

Maintenance Contracts

BUDGETING AND COST ALLOCATION
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 Protective Services can 
be budgeted at the AMP 
level

 Possible funding sources:

• Operating Funds

• State/Local Grants

• Capital Fund (BLI 1406)

Protective Services Expense

BUDGETING AND COST ALLOCATION
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PILOT Expense

 Based on 
Cooperation 
Agreement with
municipality

 What does yours 
say?

 Are you obtaining 
all of the services 
stated?

USUALLY BASED ON SIMPLE CALCULATION:

Dwelling Rent

Non-Dwelling Rent
Total Utility Cost

Net Shelter Rent Charged x 10%

BUDGETING AND COST ALLOCATION
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Insurance should be budgeted based 
on type of insurance and budgeted 
per policy cost

 Workers Comp: Salary Schedule

 Auto: Car Location

 Fidelity Bond: Salary Schedule

 Property: Square Footage

 General Liability: Square Footage

Insurance

BUDGETING AND COST ALLOCATION
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 Other Post Employment Benefits 
(OPEB) and Pension costs should be 
budgeted for at AMP/Program level 

 Since these items have a material 
effect on your financial 
statements, we should budget the 
annual expense

• In some cases non-cash

OPEB and Pension

BUDGETING AND COST ALLOCATION
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 Depreciation expense can be 
budgeted, but will not have an 
impact on financial performance 

 Typically, depreciation expense is 
recorded at year-end, to budgeting 
depreciation may be fruitless effort

 Depreciation expense will not 
affect cash, FASS ratios or subsidy

Depreciation Expense

BUDGETING AND COST ALLOCATION
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Capital Improvements

BUDGETING AND COST ALLOCATION

Capital Improvements can be 
funded with operating reserves 
unless the PHA has 250 or more 
public housing units, then the 
PHA must only use Capital 
Funds.

81

HCV Specific Items

BUDGETING AND COST ALLOCATION
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What Is HCV?

 Units owned primarily by private 
landlords

 PHA is typically not responsible for:

• Maintenance of units

• Marketing units

• Security of units

• Will inspect units to meet physical
standards

BUDGETING AND COST ALLOCATION
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 An applicant will be pulled from
the waiting list

 If the applicant is eligible, they will 
be given a Voucher for rental 
assistance (HAP)

• Based on the tenant’s income,
their portion of the rent is 
calculated

• They just have permission to go 
look for a unit and the PHA will 
provide rental assistance

• Landlord will receive either one 
or two checks 

How Does a PHA Make Money 
Administering the HCV Program?

BUDGETING AND COST ALLOCATION

 Every unit that is underlease, a 
HAP contract in place, on the first 
day of the month, the PHA will 
earn an administrative fee

• Admin fee amount is determined 
by geographic location

• The administrative fee revenue 
will pay for day-to-day costs of 
the PHA

84

HCV Budget

When preparing a budget for HCV, it best to:

BUDGETING AND COST ALLOCATION

1 Determine amount of HAP funding

2 Determine possible UML

3 Determine possible Administrative Fee 
Revenue

4 HAP Funding will equal HAP Expenses

5 Determine possible Administrative Fee 
Revenue vs. Administrative Expenses
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Determining HAP 
Funding Availability

How Much Funding is 
Available for HAP?

BUDGETING AND COST ALLOCATION
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How much HAP funding do we have to 
maximize leasing that will maximize 

Administrative Fee revenues?

The Elephant in the 
Room

BUDGETING AND COST ALLOCATION
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 Appropriation calculation for the 
calendar year (Re-benchmarking)

• Plus funding for new vouchers

 Prior CY Restricted Net Position 
(RNP)

 Prior CY HUD-held Reserves (HHR)

 Set-Aside Funds

 UNP*

 *UNP is available, but is generally 
not used to pay HAP

How Do We Determine 
Funding for HAP?

BUDGETING AND COST ALLOCATION
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1. Appropriations

Annual Budget Authority 
(ABA)

BUDGETING AND COST ALLOCATION
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 There are two pieces of 
funding that are part of the 
Annual Budget Authority 
(ABA) that is awarded to 
PHAs

 Re-benchmarking

• Renewal Funding

 Funding for new units 

• Non-Renewal Funding

Appropriations Calculation for Calendar Year

BUDGETING AND COST ALLOCATION
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Appropriation Calculation
RE-BENCHMARKING

 Funding is awarded on a CY

 HUD used the total of VMS HAP, UAP 
and FSS escrow expense from 
January to December of the prior 
year (2022) to determine funding for
CY 2023 funding

 HUD will make adjustments to the 
re-benchmarking portion 

• Types of funding

• First time increments not initially
funded for twelve months will 
receive the additional funding 
required

BUDGETING AND COST ALLOCATION
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Appropriation (ABA) Calculation
RE-BENCHMARKING

 HUD will apply an inflation factor 
and proration factor after the 
HAP/UAP/ FSS Escrow data from the 
VMS

 2023’s inflation factor is between 
2% and 11% depending on location of 
PHA

 In 2023 the HAP proration is at 100%
proration

BUDGETING AND COST ALLOCATION
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Appropriations Calculation for Calendar Year

BUDGETING AND COST ALLOCATION
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1 HA Number: CA999

2 HA Name:

CY 2023 Renewal Funding

3   CY 2023 HCV Renewal Funding after Offset and Amounts Owed HUD $6,421,857

CY 2023 Non-Renewal Funding

4   CY 2023 Non-Renewal Funding (TPVs, VASH, etc.) to Date $43,471

5   CY 2023 Estimated RAD 1 Funding For First Full Year After Conversion $0

6   CY 2022 Proration Increase $22,581

7 Total CY 2023 HCV Renewal and Non-Renewal Funding $6,487,909

ELIGIBILITY 

8 Total Unit Months Leased per VMS - CY 2022 7,917

9 Total Unit Months Available - CY 2022 9,030

10 Capping Percentage 100%

11 Total CY 2022 HAP Expenses per VMS $5,864,566

12 Total CY 2022 Capped HAP Expenses (Line 11 x Line 10) $5,864,566

13 Renewal Funding Inflation Factor 1.09433

14 Inflated Eligibility Sub-Total (Line 12 x Line 13) $6,417,771

15 First Time Renewals - Appendix II $4,086

16 Transfers In or Out $0

17 Total DHAP Eligibility $0

18 Total Renewal Eligibility (Line 14 + Line 15 + Line 16 + Line 17) $6,421,857

19 Proration Factor 100%

20 Prorated Eligibility (Line 18 x Line 19) $6,421,857

Enclosure A

    Calculation of Calendar Year 2023 Renewal Funding
    Housing Choice Voucher Program

Terrapin Housing Authority

Sample Funding Attachment - HCV

BUDGETING AND COST ALLOCATION
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 Non-renewal funding will include 
new Vouchers that were awarded in 
the calendar year of the award

• The total funds awarded to the 
PHA for new incremental 
vouchers, such as tenant 
protection and VASH funding, that 
is available for CY 2023 

• The baseline vouchers would 
increase from the prior year

Appropriation (ABA) Calculation
NON-RENEWAL FUNDING

BUDGETING AND COST ALLOCATION

 The total funding in each 
increment is divided by the number 
of months in the term to determine
a monthly amount, which is 
multiplied by the number of 
months the increment is funded for 
CY 2023

 Disbursement of these funds is 
typically based on equal monthly 
installments across the increment 
term

95

2. Restricted Net
Position

Excess HAP Funding Held 
by the PHA

BUDGETING AND COST ALLOCATION
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Restricted Net Position

 Restricted Net Position(RNP) typically consist of 
excess HAP funding that the PHA has accumulated 
in PHA-held reserves that has not been recaptured 
though funding offsets

 Amounts should be minimal since the 
implementation of Cash Management in CY 2012

 It could include: 

• Typically, 1/2 of fraud recovery

• And, as previously mentioned, HAP funding 
received but not spent

BUDGETING AND COST ALLOCATION
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 HAP funds from HUD are 
deposited into the PHAs 
checking account and the 
PHA sends a HAP/UAP 
check to the landlord or 
tenant

 HAP funds are used to 
make FSS Escrow payments

 PHA does not get to use
these funds for 
administrative costs

 Fraud recovery that is 
considered restricted and 
FSS escrow forfeitures (until 

6/15/22) are returned to the 
PHA for future 
HAP/UAP/FSS escrow costs

Restricted Net Position
HAP FUNDING

BUDGETING AND COST ALLOCATION

HUD

Landlord

FSS Escrow 
Forfeitures 

through 6/15/22

Fraud 
Recovery from 

landlord or 
tenant

PHA

98

Restricted Net Position
HAP FUNDING

 The amount of RNP is cumulative 
month to month and year to year

 The amount of RNP at the PHA 
should be minimal

 The amount of RNP that is reported 
in the VMS is the amount of RNP that 
HUD assumes the PHA has; HUD will 
verify against their numbers

 When HUD sees the PHA has RNP, 
HUD will reduce the monthly HAP 
disbursements to the PHA to ensure
the PHA uses the RNP for current 
HAP/UAP/FSS Escrow payments

BUDGETING AND COST ALLOCATION
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3. HUD-Held Reserves

HUD-Held Reserves & Cash 
Management

BUDGETING AND COST ALLOCATION

97

98

99



34

100

Cash Management & HUD Held Reserves

 From CY 2005 to CY 2012, PHAs have been 
accumulating RNP to pay for future 

 HAP costs

 This amount has exceeded $1.5B in FY 2012

 2012 brought two new changes:

• HUD will institute Cash Management procedures 
outlined in PIH Notice 2011-67 as updated in PIH 
Notice 2017-06

• Established HUD-Held Reserves: ABA not disbursed 
from HUD to PHA, because the PHA doesn’t need 
the HAP funds. Funds stay with HUD until PHA has 
a need for HAP funding

BUDGETING AND COST ALLOCATION
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4. Set-Aside Funding

Including Short Fall

BUDGETING AND COST ALLOCATION
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Typical HAP Set-aside Funding

$200 Million Provided (For CY 2023, 
PIH 2023-7)

1) Prevention of terminations due to 
insufficient funding 

2) 2a - Unforeseen circumstances & 2b 
- Portability cost increases 

3) 3a - Project Based Vouchers & 3b –
MTW New Cohorts

4) HUD-VASH 

5) Lower-than-average Leasing

6) Disaster

7) NLT Inspections Withheld HAP

BUDGETING AND COST ALLOCATION
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Total Funds Available
CASE STUDY

 Do we want to maintain HAP 
reserves?

• What is the appropriate amount?

 Determine the amount of reserves 
to maintain at calendar year-end 
and reduce total amount of funds 
for HAP

• 1 month, 2 weeks or 1 week of 
monthly HAP expense

Description Amount

ABA $4,937,431

Restricted Net 
Position

102,080

HUD-held Reserves 300,000

Set-Aside Funds (if 
approved from 
HUD)

200,000

Total Funds 
Available For HAP

$5,539,511

BUDGETING AND COST ALLOCATION
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Estimating Admin Fees
CASE STUDY

 Take the “Total Funds 
for HAP” and divide by 
the avg. “PUC”

 Multiply by “A”  and “B” 
rate (7,200 UML for the 
year gets the A Rate, 
anything over 7,200 
units gets the B rate

 Apply proration factor

 ** Other income would 
typically be ½ of fraud 
recovery

BUDGETING AND COST ALLOCATION

Description Amount

Annual Budget Authority $4,937,431

RNP 45,000

HUD-held Reserves 150,000

Set-Aside Funds, New 
Funding & Other Income**

35,340

Less: Reserves (2 weeks) (206,730)

Total Net Funding Available $4,961,041

Latest PUC – from latest HAP 
register (HAP ÷ UML)

$580

Total unit months available 
to lease

8,553
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 Fees will be earned based on 
leasing on the FIRST DAY of the 
month as reported in VMS

 No mid-month Administrative Fee 
may be earned for move-ins [new 
HAP contracts] after the 1st of the
month

Earning Administrative 
Fees

BUDGETING AND COST ALLOCATION
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Calculating Administrative Fees

PHA Num A Rate B Rate

AK901 98.76 92.18
AL001 66.91 62.45
AL002 67.96 63.44
AL004 66.03 61.63
AL005 68.81 64.22
AL006 66.03 61.63
AL007 66.03 61.63
AL008 64.77 60.46
AL011 64.77 60.46
AL012 66.03 61.63
AL014 64.77 60.46
AL047 67.98 63.46
AL048 66.03 61.63
AL049 66.03 61.63
AL050 66.03 61.63

 The “A” Rate will be used to 
calculate the first 600 units under 
lease each month

 The “B” Rate will be used to 
calculate units leased that are 601+ 
units leased each month

 Project Based Vouchers will earn 
Administrative Fees regardless of 
their leased status as of the first of 
the month

• Must be reported correctly in VMS

 These rates are before proration

BUDGETING AND COST ALLOCATION

hud.gov/program_offices/public_indian_housing/centers/fmc
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PIH Notice 2022-18 provides 
guidance on the use of HCV 
and Mainstream voucher 
ongoing administrative fees 
for expenses related to 
assisting HCV and 
Mainstream Voucher 
families to lease units, 
including the costs of 
security deposit assistance 
and landlord incentive and 
retention payments

Expanded Uses for 
Administrative Fees
HCV & MAINSTREAM

BUDGETING AND COST ALLOCATION
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 These activities include front-line, day-to-day operational activities including 
but not limited to applicant intake, lease-up activities, income determinations 
and reexaminations, unit inspections, disbursing HAP to landlords, as well as 
policy and operational planning and implementation, financial management, 
and HCV record-keeping and reporting

 Indirect overhead activities associated with operating the HCV program 
including but not limited to PHA management, human resources, legal, finance,
accounting and payroll, information technology, procurement, and quality 
control

 PHAs that operate using HUD’s asset management central office cost center 
(COCC) are permitted to charge the HCV program to recover its central office 
costs, and those costs are eligible expenses of HCV administrative fees

Administrative Activities

BUDGETING AND COST ALLOCATION
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Administrative Activities

 Administrative activities also include housing search 
assistance activities such as pre-move counseling, helping a 
family identify and visit potentially available units during 
their housing search, helping a family find a unit that meets 
the household’s disability-related needs, providing 
transportation and directions, and assisting with the 
completion of rental applications.

 These activities also include post-lease up activities often 
related to housing search assistance efforts, such as post-
move counseling and landlord/tenant mediation. These 
activities cover HCV owner recruitment and outreach 
activities, including the costs associated with materials or 
webpages specifically geared to owners, as well as landlord 
liaison staff and associated expenses

BUDGETING AND COST ALLOCATION
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Other Eligible Activities

A PHA may use its 
administrative fees to 
support these other 
activities, including to 
recruit and retain 
owners to participate 
in the HCV program, 
should it have the 
resources available to 
do so.

BUDGETING AND COST ALLOCATION

When undertaking these activities, a PHA must first 
adopt a policy in the PHA administrative plan that 
governs the terms and conditions of the activity, 
including any limitations or eligibility criteria for 
these activities (e.g., to support families leasing units 
in areas of opportunity, or to support vulnerable 
populations such as homeless families, etc.). 

 Owner incentive & retention payments

 Security deposit assistance

 Utility assistance/utility in arrears

 Application fees/processing fees/broker fees

 Holding fees

 Renters insurance

111

Family Self 
Sufficiency & 
Portability

BUDGETING AND COST ALLOCATION

109

110

111



38

112

Family Self Sufficiency

The program established by a 
PHA in accordance with 24 CFR 
part 984 to promote self-
sufficiency of assisted families, 
including the coordination of 
supportive services.

BUDGETING AND COST ALLOCATION
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 Renting a dwelling unit with 
Section 8 tenant-based assistance 
outside the jurisdiction of the 
initial PHA

 An eligible family issued a housing 
choice voucher may use that 
voucher to lease a unit anywhere in 
the United States where there is a 
housing agency operating a housing 
choice voucher program

Portability

BUDGETING AND COST ALLOCATION
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Initial And Receiving PHA’s

BUDGETING AND COST ALLOCATION

INITIAL PHA
Where tenant originates

RECEIVING PHA
Where tenant moves to
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The Initial PHA as a concept refers 
to both of the following scenarios:

A PHA that originally selected a 
family, that later decides to 
move out of the jurisdiction of 
the selecting PHA

A PHA that absorbed a family 
that later decides to move out 
of the jurisdiction of the 
absorbing PHA

Initial PHA’s

BUDGETING AND COST ALLOCATION
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2
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Receiving PHA’s

BUDGETING AND COST ALLOCATION

 A PHA that receives a family
selected for participation in 
the HCV program of another 
PHA

 The receiving PHA issues a 
voucher and provides 
program assistance to the 
family

117

Port Out Agency (Initial PHA)

 Initial PHA sends a TRUE HAP check to the Receiving PHA (Paid from Initial PHA’s 
HAP Funding [restricted])

 Initial pays part of their Admin Fee to the Receiving PHA (Paid from Initial PHA’s 
Admin funding [unrestricted])

BUDGETING AND COST ALLOCATION

Admin Fee to Receiving 
PHA (Un-restricted)

True HAP To Receiving PHA 
(Restricted)

All Funds Received as 
Admin or Unrestricted

Initial 
PHA

Initial 
PHA

Receiving 
PHA 
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Port In Agency (Receiving PHA)

 Receiving PHA will make assistance payment to local landlord from 
Administrative Fees

 Receiving PHA will bill Initial PHA for actual payment to local landlord and 
admin fee earned

 Receiving PHA will reimburse Admin Fee reserve (UNP) for payment to local 
landlord. Admin fee and HAP reimbursement will be reported as Port-In income 
(Other Income)

BUDGETING AND COST ALLOCATION

Bills Initial PHA for HAP 
and Admin

Makes assistance payment to 
local landlord from Admin 

Fees

Receives HAP and Admin 
from Initial PHA & 

reimburses Admin funds

Receiving
PHA

Receiving
PHA

Receiving
PHA

119

COCC Specific Items
The Central Office Cost Center & 
Fee-for-Service Implications

BUDGETING AND COST ALLOCATION
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COCC Implications

 The COCC can be one of last 
programs that a PHA can budget for. 
Although, some PHAs have prepare 
this budget first.

 These PHAs typically have more than 
one AMP and the overhead of the 
PHA is held in the COCC.

BUDGETING AND COST ALLOCATION

Determine fee 
expense from 

other programs

Fee expense from 
other programs 
will be income 
for the COCC

Determine how services 
are being delivered -
Centralized or AMP 

based

Expenses will 
be budgeted as 
other programs
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What Is Asset Management for PHAs?

As owners, PHAs have asset management 
responsibilities that are above and beyond property 
management activities:

 Long term capital planning & allocation

 Setting of ceiling rents or flat rents

 Review of financial information & physical stock

 Property management performance

 Long-term viability of properties

 Property repositioning and replacement strategies

 Other ACC responsibilities

BUDGETING AND COST ALLOCATION

24 CFR 990.270
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What is Property-Based Management for PHAs?

 Tailored to the unique needs of each 
property, given the unique resources 
available to that property. 

 PBM Services could include: 

• Marketing

• Leasing

• Resident services

• Routine & preventive maintenance

• Lease enforcement

• Protective services

• Other tasks associated with day-to-
day operation at the Property level

BUDGETING AND COST ALLOCATION

24 CFR 990.275
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PHA With a COCC
ASSET MANAGEMENT

BUDGETING AND COST ALLOCATION

HUD

AMP 1 AMP 2 AMP 3 CFP Section 
8

State 
Hsg

Other 
Programs

COCC

Entire LIPH Program 
Managed as AMPS
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Characteristics of a Medium or Large Public Housing 
Program

 A large PHA model has a COCC and 
the public housing portfolio has been 
divided into several AMPs

 Overhead costs are maintained in the 
COCC

 The COCC offsets their costs by a 
Fee-for-Service methodology instead 
of cost allocation

 The COCC is considered non-federal 
(program) funds

BUDGETING AND COST ALLOCATION
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What Is Property-Based Management for PHAs?

BUDGETING AND COST ALLOCATION

Under PBM, these property 
management services are 
arranged, coordinated, or 
overseen by management 
personnel who have been 
assigned responsibility for the 
day-to-day operation of that 
property and who are charged 
with direct oversight of 
operations of that property.

126

Central Office Cost Center

Under the asset management model, the Central Office Cost Center (COCC) houses 
all the overhead.

BUDGETING AND COST ALLOCATION

Types of Overhead

 Executive Office  Human Resources

 Finance/Accounting  Procurement

 Information Technology  Legal

 Craft Services  Quality Control/Internal Audit
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Property management 
services may be arranged or 
provided centrally; 
however, in those cases in 
which property 
management services are 
arranged or provided 
centrally, the arrangement 
or provision of these 
services must be done in 
the best interests of the 
property, considering such 
factors as cost and 
responsiveness.

What Is Property-Based 
Management for PHAs?

Certain management services may be provided 
centrally 

 Vacant Unit turnaround

 Skilled Craft

 Indirect Legal

BUDGETING AND COST ALLOCATION

CostResponsiveness Must be done in 
the best interest 
of the property

128

Central Office Cost Center

 All related overhead salaries, 
benefits and related operational 
costs will be charged to the COCC

 The goal is to have fee revenue in 
excess of expenses to create profit in 
the COCC

• The amount of each fee is limited

 Considered non-federal money, per 
24 CFR 990

 Funds can be used pursuant to state 
and local law

BUDGETING AND COST ALLOCATION
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Fee-for-Service

BUDGETING AND COST ALLOCATION

COCC

AMP 1 AMP 2 Other 
Programs

Defederalized

SERVICESFEES
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Hierarchy of Asset Management

BUDGETING AND COST ALLOCATION

COCC

AMPs/ProgramsProperty 
Management

Asset Management

Operations 
of Each 

AMP/Program

PHA Operations

COST SEPARATION

131

Fee-for-Service

The fee the COCC charges the AMPs 
for a service cannot be more than 
what the AMPs would pay to an 
outside vendor

 Market rate fees need to be procured 
from outside vendors to obtain a 
reasonable rate the COCC can charge 
the AMP(s)

 Consider true matches in services 
provided: handyman work vs. 
licensed plumber work

 Don’t forget about weekends & 
overtime

 Trip charges

BUDGETING AND COST ALLOCATION

132

Summary of Allowable Fees

Fee Description Program Amount Methodology

Project Management 
Fee

LIPH Published Annually
Monthly, based on occupied & 
HUD approved vacant units

Management Fee HCV/S8
Higher of 20% or $12 of 
Admin. Fee Earned

Occupied units as of 1st day of 
the month

Management Fee CFP 10% 10% of total grant

Bookkeeping Fee LIPH $7.50
Monthly, based on occupied & 
HUD approved vacant units

Bookkeeping Fee HCV/S8 $7.50
Occupied as of 1st day of the 
month

Asset Management Fee LIPH $10
Monthly, ACC units (if Excess 
Cash)

Other Various Various Mgmt. agreement / NOFA

Fee-for-Service Various Market Rate Based on services provided

BUDGETING AND COST ALLOCATION
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What Is Excess Cash?

Cash at the AMP

BUDGETING AND COST ALLOCATION
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Excess Cash

 Excess cash will be calculated using 
PHA-reported data from FDS

 It represents the sum of certain 
current asset accounts less the sum 
of all current liability accounts, less 
one month worth of operating 
expenses for the project (AMP)

 The determination of one-month 
operating expenses will be calculated 
by dividing FDS line 969 (Total 
Operating Expenses) by 12. The result 
of this calculation is defined as the 
excess cash of the AMP

BUDGETING AND COST ALLOCATION
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Excess Cash

FDS 
Line # FDS Description Account Type

111 Unrestricted cash Current Asset

114 Tenant security deposit cash Current Asset

115 Cash restricted for payment of current liability Current Asset

120 Total receivables, net of allowances Current Asset

131 Unrestricted investments Current Asset

144 Interprogram due from Current Asset

310 All current liabilities Current Liability

969/12 Total operating expenses/12 months Working Capital

BUDGETING AND COST ALLOCATION
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Excess Cash

 Excess Cash at the AMP, allows the 
AMP to transfer cash from one AMP 
to one or more AMPs

 Excess Cash at the AMP, allows an 
AMP to pay an Asset Management 
Fee to the COCC

 The combined cash transfer from 
the AMP and payment of the Asset 
Management can’t exceed the 
amount of Excess cash the AMP had 
in the prior fiscal year

For example, if AMP 1 had 
$30,000 in Excess Cash in FY 

2021, then AMP 1 can transfer 
cash to other AMPs and/or pay an 

Asset Management fee to the 
COCC up to $30,000 in FY 2022.

BUDGETING AND COST ALLOCATION
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 If a PHA fails to submit a required FDS or the FDS is not accepted, excess cash 
will remain at the AMP and will be unavailable

 The final amount of excess cash available is based on the approved audited 
submission. Properties may not transfer excess cash or loan these funds at any 
time during a given fiscal year based on projections or “expected” excess cash 
calculations

 If the PHA is not required to file an audited submission, then the final amount 
is based on the approved unaudited submission

 The working capital component of the excess cash calculation will be 
eliminated on mixed finance projects that are managed by a separate owner or 
entity. The calculation for such projects will be limited to the assets and 
liabilities

Excess Cash Considerations

BUDGETING AND COST ALLOCATION
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 PHAs that choose to use Capital Fund Program funds for operations will have 
ordinary expenses associated with the use of these funds calculated as part of that 
AMP’s operating expenses. 

 HUD understands that PHAs may transfer Capital Fund Program funds to operations 
in order to create excess cash. While permissible, HUD cautions PHAs that the use of 
Capital Fund Program funds should be in the best interest of the property

 Cash and other resources can be transferred to AMPs from the COCC without any 
restrictions 

 PHAs are encouraged to develop their own minimum working capital levels based on 
the individual current and projected AMP need, including any management 
restrictions

 Once the excess cash is transferred to another AMP, the PHA must realize that the 
cash has a strong probability that it won’ be returned

Excess Cash Considerations

BUDGETING AND COST ALLOCATION
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Central Office Cost Center

 CAUTION! If the COCC starts to incur
a deficit, then the COCC could be 
using amounts in excess of fee limits 
support the COCC

 Since fee revenue is limited by the 
amount of fees and a calculation, 
this could be come a major issue of 
defederalizing funds that should not 
be defederalized

 Having a fee limitation forces the 
COCC to “right size”

BUDGETING AND COST ALLOCATION
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5 Types of Centrally Performed Front Line Functions 
That Can Be Allocated

BUDGETING AND COST ALLOCATION

1.Rent Collection 2.Resident Services
3. Security / Protective 

Services

5. Work Order Generation4. Wait List / Screening
Leasing / Occupancy

141

 A PHA that chooses to centralize rent 
collection costs, will be allocate this cost to 
the AMPs/other programs as frontline cost

 Must have an allocation methodology

 If this employee’s job description has other 
duties than rent collection, then  the job 
description must include the rent collection 
duty

 General tenant accounting duties are not 
allocatable and are recovered by the 
bookkeeping fee

 Supervisory personnel are not eligible for 
this allocation

1. Rent Collection

BUDGETING AND COST ALLOCATION
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 It is the preference of HUD that all 
resident services, to the extent 
practical, be site-based

• If this the case, it is easy to track
services/expenses to the AMP

 If a PHA cannot easily track costs 
the AMP, the costs must be 
allocated to the AMP based on a 
cost allocation plan

 Supervisory costs can be allocated 
to the AMP as well 

2. Resident Services

BUDGETING AND COST ALLOCATION
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 Same requirements as Resident 
Services

 HUD may require PHAs with 
extensive centralized 
security/protective services that 
cannot be directly tracked to an 
AMP to submit a plan to provide for 
more direct deployment

3. Security / Protective Services

BUDGETING AND COST ALLOCATION
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 Costs, including the costs of the 
Supervisor, can be allocated to the 
AMPs

 Cost allocation plan is required

4. Wait List / Screening  Leasing /
Occupancy

BUDGETING AND COST ALLOCATION
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 The norm is that work order 
processing is handled onsite in 
multi-family. 

• HUD Based the Asset Management 
Model from the Multi-Family 
model

 A PHA can centralize this function 
and allocate the cost if they can 
justify that the cost is reasonable 
and necessary

 A cost allocation plan is necessary
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5. Work Order Processing

146

Questions
www.bdophafinance.com
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Material discussed in this publication is meant to provide general information and 
should not be acted on without professional advice tailored to your needs. 
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