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        Office of Public and Indian Housing

Special Attention of:               NOTICE PIH 2000-04 (HA)

Public Housing Agencies;  Issued: February 3, 2000
Secretary's Representatives;
State/Area Coordinators;            Expires: September 30, 2000
Directors, Public Housing
Divisions; Resident Management
Corporations (RMCs)
Subject: FY 2000 Performance Funding System(PFS) Inflation
Factor, Equation, Related Tables and and Special Notes Related to
Operating Subsidy Eligibility

     This Notice transmits the updated Inflation Factor,
equation, and related tables which must be used for the
determination of operating subsidy eligibility for Public Housing
Agencies (HAs) operating locally-owned projects for Fiscal Years
Beginning January 1, April 1, July 1, and October 1, 2000. In
addition, special notes have been provided to assist PHAs in the
determination of subsidy eligibility.

     This information is found in the following Appendixes to
this Notice:

Appendix 1  -   PFS INFLATION FACTOR

Appendix 2  -   PFS EQUATION FOR REQUESTED BUDGET YEAR

Appendix 3  -   FEL INCREASE WORKSHEET FOR FY 2000

  Appendix 4  -   LISTING OF METROPOLITAN AREAS

Appendix 5  -   INSTRUCTIONS FOR THE MODIFICATION OF
EXISTING SUBSIDY CALCULATION FORMS TO
REFLECT NEW TREATMENT OF RENTAL AND NON-
RENTAL INCOME

NOTE:  Most HAs use only the PFS Inflation Factor contained in
Appendix 1 of this Notice to calculate their operating subsidy
eligibility.  A small number of HAs which have experienced a
significant change in their housing stock use the PFS equation to
adjust their Allowable Expense Level (AEL) (Long Calculation of
the Delta.)



SPECIAL NOTES RELATED TO OPERATING SUBSIDY ELIGIBILITY:

1.  Funding for Public/Indian Housing Family Self Sufficiency
(FSS) Programs.  HAs with HUD approved FSS Action Plans may
request additional operating subsidy under the PFS to cover the
public housing share of the reasonable cost of salary and fringe
benefits for a FSS program coordinator.  When Section 8 and
public/Indian housing FSS programs are combined, the shared costs
of the program coordinator must be prorated between the programs
using an equitable allocation system such as percentage of time
or number of FSS participants.  The subsidy may also be increased
by an amount equal to the PFS Allowable Expense Level for each
vacant public housing unit approved by HUD for provision of
supportive services to support Section 8 and/or public Housing
FSS programs.  These FSS costs are eligible under the PFS
regulation as costs attributable to a change in Federal Law and
should be entered on Line 28a of Form HUD-52723, Calculation of
PFS Operating Subsidy.

2.  PFS funding for Tenant Participation and Tenant Opportunity
Program (TOP).  The Department will issue guidance regarding PFS
changes to these categories stemming from current regulatory
negotiations on the Operating Fund and the Public Housing Reform
Act of 1998.  Until new guidance is issued, HAs may continue to
support these eligible activities, although additional PFS
funding has not been made available at this time.

3.  Adjustments for Mandatory Training and Employment-related
Income Exclusions.  The rent rolls used to calculate PFS
eligibility must reflect the mandatory disallowance of earned
income effective October 1, 1999 ( ref: Section 508 of the Public
Housing Reform Act), as discussed in the August 6, 1999 Federal
Register. Also HAs must reflect any remaining months in the 18-
month disallowance of earned income period for applicable
families as discussed in Notice PIH 98-2 (HA) and Notice PIH 98-
56 (HA).  For the current fiscal year, HAs will receive operating
subsidy to affect the lower dwelling rental income that results
from the exclusions.  However, due to insufficient funds, HUD
will not approve operating subsidy adjustments under 24 CFR
990.110(d) to cover any previous reimbursements or reduced rents
due to residents resulting from the failure of the HA to
implement appropriate training or employment-related income
exclusions.



4. New Treatment of Rental and Non-rental Income. The Public
Housing Reform Act (PHRA) of 1998 provides in Section 519 that
HAs receiving non-rental income may retain that income without
any corresponding decrease in the amounts received from the
Operating Fund.  The income retained must be used only for low-
income housing or to benefit the residents of the HA.  This
provision is effective for HAs with fiscal years beginning on or
after January 1, 2000.  The provision applies to HAs that are
eligible to receive Operating Fund subsidy, except where
otherwise determined by the Secretary.

PHRA made HUD responsible for determining what constitutes
non-rental income.  Under PFS, there was no clear delineation
between rental income sources and non-rental income sources.
There were separate determinations of dwelling rental income and
investment income with all other income sources, both rental and
non-rental, combined into a general “other income” category.  In
order to make a clear distinction between these two types of
income, HUD has decided to employ the definitions of Rental
Income and Non-Rental Income used in HUD’s prescribed Chart of
Accounts.  The Chart of Accounts and definitions may be found in
the Public and Indian Housing Technical Accounting Guide, 7510.1,
issued May 7, 1996.

Based on the uniform Chart of Accounts used by every HA,
non-rental income that will not be recognized by HAs in
determining subsidy eligibility includes:

• Interest earned on general fund investments (account 3610)
 
• Other income (account 3690)
 
• In addition, HUD will also treat income from the leasing of

non-dwelling facilities (account 3190), as non-rental income.
Income from the rental of dwelling units used for non-dwelling
purposes, which is also credited to account 3190, will
continue to be treated as rental income.

 
 The rental income that a HA will use in determining its

subsidy eligibility for its budget year will consist of:
 
• Dwelling rental income (account 3110)
 
• Excess Utility Income (account 3120)
 



• Non-dwelling Rental Income (account 3190) but limited to
income derived from the rental of dwelling units for non-
dwelling use.

Until such time as the HUD-52723 form and instructions used
by HAs to determine subsidy eligibility can be revised to reflect
the changes in the treatment of income noted above, HAs will use
the attached instructions provided in Appendix 5 to modify the
existing version of the form.

5. Submission of Subsidy Calculations to HUD Field Offices.  To
allow for adequate preparation of required documents, HAs with
fiscal years beginning January 1, and April 1, 2000, may have
until April 1, 2000, to submit their required documents.  HAs
with fiscal years beginning July 1, and October 1, 2000, are
expected to submit their required documents within the timeframe
of 150 - 90 days prior to the start of their fiscal year.

If additional information is needed, please contact Stephen
Sprague, Acting Director, Funding and Financial Management
Division, Office of Public and Assisted Housing Delivery, at
(202) 708-1872.

     /s/
_________________________
Harold Lucas
Assistant Secretary for
  Public and Indian Housing

Attachments



Appendix 1

PFS INFLATION FACTOR
(For PHA/IHA Fiscal Years Beginning January 1, 2000,
April 1, 2000, July 1, 2000 and October 1, 2000)

---See Appendix 4 for listing of Metro areas---

STATE METRO NON-METRO STATE METRO NON-METRO

Alabama 1.029 1.027 Montana 1.024 1.021
Arizona 1.033 1.019 Nebraska 1.030 1.023

Arkansas 1.026 1.022 Nevada 1.018 1.018
California 1.021 1.018 New Hampshire 1.024 1.021

Colorado 1.026 1.024 New Jersey 1.025        NA
Connecticut 1.019 1.019 New Mexico 1.029 1.021

Delaware 1.014 1.029 New York 1.017 1.016
D.C. 1.026  NA   North Carolina 1.030 1.029

Florida 1.024 1.025 North Dakota 1.024 1.022
Georgia 1.028 1.035 Ohio 1.027 1.027

Hawaii 1.022 1.021 Oklahoma 1.018 1.018
Idaho 1.025 1.029 Oregon 1.031 1.027

Illinois 1.024 1.028 Pennsylvania 1.021 1.026
Indiana 1.025 1.021 Rhode Island 1.022 1.022

Iowa 1.026 1.026 South Carolina 1.025 1.030
Kansas 1.018 1.019 South Dakota 1.022 1.023

Kentucky 1.012 1.020 Tennessee 1.030 1.025
Louisiana 1.037 1.027 Texas 1.025 1.026

Maine 1.024 1.021 Utah 1.024 1.031
Maryland 1.009 1.022 Vermont 1.022 1.025

Massachusetts 1.023 1.032 Virginia 1.020 1.016
Michigan 1.021 1.023 Washington 1.019 1.019

Minnesota 1.020 1.025 West Virginia 1.021 1.024
Mississippi 1.030 1.028 Wisconsin 1.023 1.026

Missouri 1.021 1.028 Wyoming 1.016 1.019



Appendix 2

PFS EQUATION FOR REQUESTED BUDGET YEAR
FY 2000

A. On all forms and worksheets, refer to the applicable dates below each
time Current or Requested Year appears.

1. Current Year - Agency fiscal year ending December 31, 1999,
March 31, 2000, June 30, 2000, or September 30, 2000.

2. Requested Year - Agency fiscal year ending December 31,
2000, March 31, 2001, June 30, 2001, or September 30, 2001.

B. Formula Expense Level equation multipliers and equation calibration
constant.  Enter these numbers on form HUD-52720-B.

OPERATING FACTOR                                      MULTIPLIER

Number of pre-1940 rental units occupied
by poor households as a percentage of the
population of the community.       7.954

Local government wage rate index.    116.496

Number of two or more bedroom units or
15,000 whichever is less.    .002896

Ratio of three or more bedroom units to total
dwelling units.     22.303

Ratio of two or more bedroom units in high
rise family projects to total dwelling units.       37.294

Equation calibration constant.     -.2344



Appendix 3

FEL INCREASE WORKSHEET FOR FY 2000
Fiscal Years Beginning 1/1/00, 4/1/00, 7/1/00, and 10/1/00

Follow these seven steps to complete an entry for Form HUD-52720-B.
The answer is entered on Line 4, Part VI.
Complete current year, requested year, or both, in accordance with the
instructions on the Form.

CURRENT YR  REQUESTED YR
1. Enter amount on Line 3, Part VI of HUD-52720-B                     
2. Enter FY 89 Increase Factor from table below X           X________
3. Multiply Line 1 by Line 2 =           =________
4. FY 89 Insurance Increase +    8.45   +    8.45
5. Add Line 3 and Line 4 =           =________
6. Enter FY 90-99 Increase Factor (table next page)   X           X________
7. Multiply Line 5 by Line 6. FORMULA EXPENSE LEVEL =           =________

FY 89 INCREASE FOR LINE 2 ABOVE
NOTE: These Increase Factors include Inflation and Delta increases.

STATE METRO NON-METRO STATE METRO NON-METRO

Alabama 1.04520 1.04419 Montana 1.04922 1.04822
Arizona 1.05022 1.04721 Nebraska 1.05324 1.05123
Arkansas 1.04620 1.04520 Nevada 1.05223 1.05324

California 1.05625 1.05425 New Hampshire 1.06731 1.06731
Colorado 1.05022 1.04721 New Jersey 1.06429 NA
Connecticut 1.06832 1.06630 New Mexico 1.05123 1.04822

Delaware 1.06530 1.06530 New York 1.05927 1.05726
D.C. 1.04822 NA   North Carolina 1.05927 1.05726
Florida 1.05927 1.05826 North Dakota 1.04219 1.04419

Georgia 1.05826 1.05726 Ohio 1.05123 1.05123
Hawaii 1.05123 1.05022 Oklahoma 1.03816 1.03716
Idaho 1.04721 1.04620 Oregon 1.04922 1.04822

Illinois 1.04822 1.04721 Pennsylvania 1.06028 1.05927
Indiana 1.05425 1.05525 Rhode Island 1.06530 1.06630
Iowa 1.05022 1.05022 South Carolina 1.05625 1.05625

Kansas 1.04721 1.04721 South Dakota 1.04922 1.05022
Kentucky 1.05726 1.05726 Tennessee 1.05525 1.05425
Louisiana 1.04319 1.04219 Texas 1.04419 1.04219

Maine 1.06229 1.06128 Utah 1.03816 1.03716
Maryland 1.06128 1.06128 Vermont 1.06028 1.05927
Massachusetts 1.05625 1.05425 Virginia 1.05726 1.05726

Michigan 1.04419 1.04419 Washington 1.04319 1.04017
Minnesota 1.04922 1.04721 West Virginia 1.04620 1.04822
Mississippi 1.04822 1.04721 Wisconsin 1.05324 1.05324
Missouri 1.05525 1.05425 Wyoming 1.04419 1.04319



Appendix 3
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FEL INCREASE WORKSHEET FOR FY 2000
(continued)

FY 90 - 99 INCREASE FOR LINE 6 ABOVE
NOTE: These Increase Factors include Inflation and Delta increases.

STATE METRO NON-METRO STATE METRO NON-METRO

Alabama 1.50734 1.52116 Montana 1.42249 1.39432
Arizona 1.43444 1.39631 Nebraska 1.48119 1.49666
Arkansas 1.46474 1.45247 Nevada 1.50083 1.54585

California 1.49076 1.43672 New Hampshire 1.65822 1.61084
Colorado 1.41223 1.42789 New Jersey 1.68088 NA
Connecticut 1.68775 1.68667 New Mexico 1.42661 1.37666

Delaware 1.57470 1.60587 New York 1.60252 1.61466
D.C. 1.53920 NA   North Carolina 1.52847 1.50630
Florida 1.51175 1.51780 North Dakota 1.38694 1.37853

Georgia 1.51150 1.47705 Ohio 1.52566 1.50020
Hawaii 1.60784 1.62276 Oklahoma 1.43020 1.42644
Idaho 1.47071 1.48368 Oregon 1.50979 1.49870

Illinois 1.56068 1.46281 Pennsylvania 1.56965 1.56809
Indiana 1.50785 1.51550 Rhode Island 1.55958 1.50596
Iowa 1.49401 1.49364 South Carolina 1.54779 1.49563

Kansas 1.44951 1.37864 South Dakota 1.51738 1.44376
Kentucky 1.47357 1.49906 Tennessee 1.48968 1.52951
Louisiana 1.42258 1.42451 Texas 1.42494 1.40735

Maine 1.56615 1.53948 Utah 1.40561 1.39547
Maryland 1.56161 1.57535 Vermont 1.49600 1.56550
Massachusetts 1.57190 1.59333 Virginia 1.51760 1.48787

Michigan 1.53280 1.48685 Washington 1.48903 1.48059
Minnesota 1.45937 1.44133 West Virginia 1.42894 1.47269
Mississippi 1.50854 1.51750 Wisconsin 1.48719 1.54146
Missouri 1.47175 1.47263 Wyoming 1.34156 1.33026

















APPENDIX 5

INSTRUCTIONS FOR THE MODIFICATION OF FORM HUD-52723 TO REFLECT
NEW TREATMENT OF RENTAL AND NON-RENTAL INCOME.  THE INSTRUCTIONS
APPLY TO HAs ELIGIBILE TO RECEIVE OPERATING FUND SUBSIDY, EXCEPT
WHERE OTHERWISE DETERMINED BY THE SECRETARY

A.  Modification of Form HUD-52723

Part C. Non-dwelling Income

Line 19. LEAVE BLANK

Line 20. Enter that amount expected to be charged to tenants for
excess utility consumption of HA supplied utilities (account
3120) and charges, including charges for utilities and equipment,
for the rental of dwelling units used for non-dwelling use
(account 3190).  The charges projected for the budget year should
reflect the previous year’s actual experience coupled with known
factors that would increase or decrease that amount.

Please note that there have been no changes in the determination
of dwelling rental income for the budget year.  It is recommended
that HAs establish sub-accounts in account 3190 to distinguish
between those charges for rental of non-dwelling facilities and
charges for the rental of dwelling units used for non-dwelling
use.


