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of units involved must be the minimum 
necessary to support the resident par-
ticipation activities; 

(iii) The PHA must submit a certifi-
cation with its Operating Fund For-
mula calculation that the units are 
being used for the purpose for which 
they were approved and that any rental 
income generated as a result of the ac-
tivity is reported as income in the op-
erating subsidy calculation; and 

(iv) The PHA must maintain specific 
documentation of the units covered. 
Such documentation must include a 
listing of the units, the street address-
es, and project/management control 
numbers. 

§ 990.109 Projected operating income 
level. 

(a) Policy. The Operating Fund For-
mula determines the amount of oper-
ating subsidy for a particular PHA 
based in part upon a projection of the 
actual dwelling rental income and 
other income for the particular PHA. 
The projection of dwelling rental in-
come is obtained by computing the av-
erage monthly dwelling rental charge 
per unit for the PHA, and applying an 
upward trend factor (subject to updat-
ing). This amount is then multiplied by 
the Projected Occupancy Percentage 
for the Requested Budget Year. There 
are special provisions for projection of 
dwelling rental income for new 
projects. 

(b) Computation of projected average 
monthly dwelling rental income.—(1) Gen-
eral. The projected average monthly 
dwelling rental income per unit for the 
PHA is calculated as follows: 

(i) Step 1: Calculation of the current 
year and three year averages. The PHA 
calculates: 

(A) The average monthly dwelling 
rental charge per unit for the current 
budget year (the ‘‘current year aver-
age’’ calculated in accordance with 
paragraph (b)(2) of this section); and 

(B) The average monthly dwelling 
rental charge per unit for the current 
budget year and the immediate past 
two budget years (the ‘‘three year aver-
age’’ calculated in accordance with 
paragraph (b)(3) of this section). 

(ii) Step 2: Adjustment for any increase 
in dwelling rental income. If the current 
year average is greater than the three 

year average, the PHA has increased 
dwelling rental income. If a PHA has 
increased dwelling rental income, it 
shall perform the following calcula-
tion. The PHA shall: 

(A) Subtract the three year average 
from the current year average; 

(B) Divide the result by 2; and 
(C) Add this sum to the three year 

average. 
(iii) Step 3: Calculating the amount of 

increased rental revenue that may be re-
tained. PHAs shall be allowed to retain 
50% of any increases in dwelling rental 
income, so long as the PHA uses the in-
creased revenue for the provision of 
resident-related improvements and 
services as described in § 990.116. The 
retained income will not be recognized 
in the PHA’s calculation under the Op-
erating Fund Formula. The annual 
amount of increased revenue retained 
by the PHA is calculated by sub-
tracting the three year average from 
the current year average, dividing the 
result by two, and multiplying the re-
sult by the projected occupancy per-
centage (see § 990.109(b)(6)), and the unit 
months available (see § 990.102). 

(iv) Step 4: Applying the rental income 
adjustment factor. The lower of the 
amount calculated under paragraph 
(b)(i)(A) or (b)(ii) of this section is then 
adjusted by the dwelling rental income 
adjustment factor described in para-
graph (b)(5) of this section. 

(2) Average monthly dwelling rental 
charge per unit. (i) The average month-
ly dwelling rental charge per unit shall 
be computed using the total dwelling 
rental charges for all Project Units, as 
shown on the Tenant Rent Rolls which 
the PHA is required to maintain, for 
the first day of the month which is six 
months before the first day of the Re-
quested Budget Year. However, if a 
change in the total of the Rent Rolls 
has occurred in a subsequent month 
which is before the beginning of the 
Requested Budget Year, and before the 
submission of the Requested Budget 
Year calculation of operating subsidy 
eligibility, the PHA may use the latest 
changed Rent Roll for the purpose of 
the computation. 

(ii) This aggregate dollar amount 
shall be divided by the number of occu-
pied dwelling units as of the same date. 
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(iii) The Rent Roll used for calcu-
lating the projected operating income 
level will not reflect decreases result-
ing from the PHA’s implementation of 
an optional earned income exclusion 
authorized by the explanation of ‘‘an-
nual income’’ in 24 CFR 5.609. 

(3) Three year average monthly dwell-
ing rental charge per unit. The three 
year average monthly dwelling rental 
charge shall be computed by averaging 
the amounts calculated under para-
graph (b)(2) of this section for the cur-
rent budget year and the immediate 
past two budget years. 

(4) Changes in supply of utilities. The 
PHA must adjust the rent rolls used for 
purposes of the calculations described 
in paragraphs (b)(2) and (b)(3) of this 
section to reflect any change from 
PHA-paid utilities to resident-paid 
utilities, or vice versa, between the 
rent roll date and the projected budget 
year. 

(5) Dwelling rental income adjustment 
factor. An adjustment factor will be ap-
plied to the calculations described in 
paragraphs (b)(2) and (b)(3) of this sec-
tion. In FY 2001, the inflation factor 
will be 3%. In subsequent years, the av-
erage monthly dwelling rental charge 
per unit will be increased for inflation 
using a HUD supplied adjustment fac-
tor for the requested budget year to ob-
tain the projected average monthly 
dwelling rental charge per unit of the 
PHA for the Requested Budget Year. 

(6) Projected occupancy percentage. 
The PHA shall determine its projected 
percentage of occupancy for all Project 
Units (Projected Occupancy Percent-
age), as follows: 

(i) General. Using actual occupancy 
data collected before the start of the 
budget year as a beginning point, the 
PHA will develop estimates for its Re-
quested Budget Year (RBY) of: How 
many units the PHA will have avail-
able for occupancy; how many of the 
available units will be occupied and 
how many will be vacant, and what the 
average occupancy percentage will be 
for the RBY. The conditions under 
which the RBY occupancy percentage 
will be used as the projected occupancy 
percentage for purposes of determining 
operating subsidy eligibility are de-
scribed below. 

(ii) High Occupancy PHA—No adjust-
ments necessary. If the PHA’s RBY Oc-
cupancy Percentage, calculated in ac-
cordance with § 990.117, is equal to or 
greater than 97%, the PHA’s Projected 
Occupancy Percentage is 97%. If the 
PHA’s RBY Occupancy Percentage is 
less than 97%, but the PHA dem-
onstrates that it will have an average 
of five or fewer vacant units in the re-
quested budget year, the PHA will use 
its RBY Occupancy Percentage as its 
projected occupancy percentage. 

(iii) Adjustments in determining occu-
pancy. If the PHA’s RBY Occupancy 
Percentage is less than 97% and the 
PHA has more than 5 vacant units, the 
PHA will adjust its estimate of vacant 
units to exclude vacant units under-
going modernization and units that are 
vacant due to circumstances and ac-
tions beyond the PHA’s control. After 
making this adjustment, the PHA will 
recalculate its estimated vacancy per-
centage for the RBY. 

(A) High Occupancy PHA after adjust-
ment. If the recalculated vacancy per-
centage is 3% or less (or the PHA 
would have five or fewer vacant units), 
the PHA will use its RBY Occupancy 
Percentage as its projected occupancy 
percentage. 

(B) Low Occupancy PHA—adjustment 
for long-term vacancies. If the recal-
culated vacancy percentage is greater 
than 3% (or the PHA would have more 
than 5 vacant units), the PHA will then 
further adjust its RBY Occupancy Per-
centage by excluding from its calcula-
tion of Unit Months Available (UMAs), 
those unit months attributable to 
units that have been vacant for longer 
than 12 months that are not vacant 
units undergoing modernization or are 
not units vacant due to circumstances 
and actions beyond the PHA’s control. 

(iv) Low Occupancy PHA after all ad-
justments. A PHA that has determined 
its RBY Occupancy Percentage in ac-
cordance with paragraph (b)(6)(iii)(B) 
of this section will be eligible for oper-
ating subsidy as follows: 

(A) Long-term vacancies removed 
from the calculation of UMAs will be 
eligible to receive a reduced operating 
subsidy calculated at 20% of the PHA’s 
AEL. 
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(B) If the recalculated RBY Occu-
pancy Percentage is 97% or higher, the 
PHA will use 97%. 

(C) If the recalculated RBY Occu-
pancy Percentage is less than 97%, but 
the vacancy rate after adjusting for va-
cant units undergoing modernization 
and units that are vacant due to cir-
cumstances and actions beyond the 
PHA’s control is 3% or less (or the PHA 
has five or fewer vacant units), the 
PHA may use its recalculated RBY Oc-
cupancy Percentage as its projected oc-
cupancy percentage. 

(D) If the recalculated RBY Occu-
pancy Percentage is less than 97% and 
the vacancy percentage is greater than 
3% (or the PHA has more than five va-
cant units) after adjusting for vacant 
units undergoing modernization and 
units that are vacant due to cir-
cumstances and actions beyond the 
PHA’s control, the PHA will use 97% as 
its projected occupancy percentage, 
but will be allowed to adjust the 97% 
by the number of vacant units under-
going modernization and units that are 
vacant due to circumstances and ac-
tions beyond the PHA’s control. For a 
small PHA using five vacant units as 
its occupancy objective for the RBY, 
the PHA will determine what percent-
age five units represents as a portion of 
its units available for occupancy and 
subtract that percentage from 100%. 
The result will be used as the PHA’s 
projected occupancy percentage, but 
the PHA will be allowed to adjust the 
projected occupancy percentage by va-
cant units undergoing modernization 
and units that are vacant for cir-
cumstances and actions beyond the 
PHA’s control. 

(c) Projected average monthly dwelling 
rental charge per unit for new Projects. 
The projected average monthly dwell-
ing rental charge for new Projects 
which were not available for occupancy 
during the budget year prior to the Re-
quested Budget Year and which will 
reach the End of the Initial Operating 
Period (EIOP) within the first nine 
months of the Requested Budget Year, 
shall be calculated as follows: 

(1) If the PHA has another Project or 
Projects under management which are 
comparable in terms of elderly and 
nonelderly resident composition, the 
PHA shall use the projected average 

monthly dwelling rental charge for 
such Project or Projects. 

(2) If the PHA has no other Projects 
which are comparable in terms of el-
derly and nonelderly resident composi-
tion, the HUD Field Office will provide 
the projected average monthly dwell-
ing rental charge for such Project or 
Projects, based on comparable Projects 
located in the area. 

(d) Estimate of additional dwelling rent-
al income. After implementation of the 
provisions of any legislation enacted or 
any HUD administrative action taken 
subsequent to the effective date of 
these regulations, which affects rents 
paid by residents of Projects, HUD may 
adjust the projected average monthly 
dwelling rental charge per unit to re-
flect such change. HUD also shall have 
complete discretion to reduce or in-
crease the operating subsidy approved 
for the PHA current fiscal year in an 
amount equivalent to the change in the 
rental income. 

(e) PHA’s estimate of other income. All 
PHAs shall estimate Other Income 
based on past experience and a reason-
able projection for the Requested Budg-
et Year, which estimate shall be sub-
ject to HUD approval. The estimated 
total amount of Other Income, as ap-
proved, shall be divided by the number 
of Unit Months Available to obtain a 
per unit per month amount. 

(f) Projected operating income level. 
The projected average dwelling rental 
income per unit (calculated under 
paragraphs (b), (c), and (d) of this sec-
tion) shall be added to the estimated 
Other Income (calculated under para-
graph (e) of this section) to obtain the 
Projected Operating Income Level. 
This amount shall not be subject to the 
provisions regarding program income 
in 24 CFR 85.25. 

§ 990.110 Adjustments. 

Adjustment information submitted 
to HUD under this section must be ac-
companied by an original or revised 
calculation of operating subsidy eligi-
bility. 

(a) Adjustment of base year expense 
level.—(1) Eligibility. A PHA with 
projects that have been in management 
for at least one full fiscal year, for 
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