1830. 6

-1

[11-2

CHAPTER 3. ANNUAL REVI EW REQUI REMENTS

General: The Departnent's annual call for budget estimates and

| egi sl ative proposals, for each fiscal year provides the
opportunity for program managers to propose new user fees or to
make changes to existing user fees. Program managers wll review
exi sting fee arrangenents and new fee proposals in light of the

gui dance in this Handbook and devel op and submit justifications for
changes or new fees. All proposals will be given ful

consi deration during Departnental budget and | egislative

deli berations prior to subm ssion to the Office of Managenent and
Budget .

Program managers shoul d capture data for the annual conputation of
user fees from existing managenent information systens. In those
cases where data is not currently avail able, program nanagers wl|
be responsible for the devel opnent of reasonable, reliable and
supportive estimates consistent with the provisions of OMB Circul ar
A-25.

The annual review procedures for user fees is not intended to
represent a separate and distinct systemthat is to be naintained
by program offices. This Handbook describes a procedure that wll
be integrated and incorporated into the existing process for
Departmental Calls for Fiscal Year Budget Estimates and Legislative
Proposal s.

Revi ew Procedures: The procedure described below will be followed
in conducting the annual review process for user fees.

A I ssue Instructions for Annual Review. As part of
Departnment's annual budget fornul ati on process, the
Ofice of Budget will include instructions for conducting
the annual review of user fees that will identify
supporting documentation required on new proposals and
changes to existing user fees. The scope of this
information shall include sources of direct and indirect
cost data, overhead rate for general and adm nistrative
over head, revenues and appropriate docunentation
requirenents.

B. Identify Services Subject to User Fees. Program nanagers
wi Il validate and update the schedul e of user fees for
services within their programareas. Historically,
approximately 43 different fees have been established by
HUD and GNVA for various services. The najority of the
fees pertain to the Federal Housing | nsurance and GNVA
progranms. HUD s user fees relate to such activities as
revi ewi ng and approving applications for participation in
HUD prograns; insuring home nortgages; inspecting nobile
honme construction quality; approving housing construction
materials; and registering certain housing devel opnent
tracts.
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GNMA's fees relate to services provided under the
nort gage- backed securities program (See Appendi x 3,
I nventory of Established HUD User Fees).

Determination of Costs and Revenues. Program nanagers
will determine the full costs and receipts for each
service subject to user charges for the |last conplete
fiscal year. Accepted cost accounting principles should
be applied in the conputation or estimation of those
costs and coll ections based on data avail able from

exi sting Departnmental accounting records and nanagenent
informati on systens. New cost accounting systens wl|l
not be established solely for this purpose. The cost
comput ation shall cover the direct and indirect costs to
the CGovernment for carrying out the activity, including
but not limted to:

1. sal ari es, enployee | eave, travel expenses,
rent, cost of fee collection, postage,
mai nt enance, operation and depreciation of
bui I di ngs and equi prrent, and personnel costs
other than direct salaries (e.g., retirenent
and enpl oyee insurance);

2. a proportionate share of the Department's
managenent and supervi sory costs; and

3. the costs of enforcement, research
est abl i shing standards, and regul ations, to the
extent they are determined by the program
manager to be properly chargeable to the
activity.

Determ nati on of Fees to Recover Costs. Based on
comparisons of full costs and fee revenues for each
service activity, each program nmanager should estinate
fee |l evel s necessary to recover full costs and propose
fees in accordance with policies and procedures. The
full cost of providing the service shall be reviewed
every year and fees adjusted to provide full cost

recovery. In setting new fees, program managers may
propose exceptions to the general policy under such
conditions as illustrated bel ow

1. The increnental cost of collecting the fees

woul d be an unduly large part of the receipts
fromthe activity;



2. The identification of ultimate beneficiary is
obscure and the service can be primarily
consi dered as benefitting the general public;
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3. The recipient is engaged in a nonprofit
activity designed for the public safety,
health, or welfare; and

4. Payment of the full fee by a State, |oca
governnent, or program partici pant or
beneficiary would not be in the interest of the
program or consistent with existing business
practices or charges

E. Subm ssion of Fee Proposals. Each Headquarters Prinmary
Organi zation Head (HPOH) will present proposed fee
structures for their prograns in the annual budget
subm ssion. HPOHs will ensure user fee proposals take
into consideration all relevant factors including ful
costs, public policy, existing programgoals and
obj ectives, and legislative constraints. The cunul ative
assessnent of the inpact of all costs and user fees for
the fiscal year will be taken into consideration when
determning the level of appropriation requested. Al
requi red docunentation including justification for
setting fees at less than full costs will be included in
t he budget submi ssion for each program area. Program
managenent should clear all proposals for new fees with
General Counsel to ensure consistency with existing | aw

F. Depart mental Revi ew Approval Process. The O fice of
Budget will coordinate the inclusion of user fee
proposal s as part of the budget submi ssion material to be
given full consideration during the Departnmental budget
and | egislative deliberations. Once approved, budget and
program nmanagers will take appropriate actions necessary
to i npl enent user fee charges deci sions.

[11-3 ADDI TI ONAL GUI DANCE

A

Di sposition of Receipts. In general, fees collected are
credited to mscellaneous receipts of the Treasury. However,
exceptions may be nmade where:

1. It is intended that a programor a specifically
identifiable part of a program be operated on a
substantially self-sustaining basis fromreceipts



for services perforned or fromthe sale of products
or use of Governnent-owned resources or property,
e.g., the Federal Housing Adninistration (FHA)
program and
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2. The receipts are in paynment of the cost of authorized
speci al benefits for which the demand is irregular or
unpredi ct abl e such as inspections perforned upon request
out side the regular duty hours.
B. Revi ew Documnent ati on and Budget Subni ssion: Docunentation

supporting the cost conputations and decisions during the annua
revi ew process should be maintai ned by HPOHs i ncluding the
justification for setting fees at less than full costs.

C Changes in Existing Law. In cases where collection of fees and
charges for services or property in accordance with this Handbook
is limted or restricted by provisions of existing |law, the
Department will submit appropriate renmedial |egislative proposals
to the Ofice of Managenent and Budget, as part of the regul ar
budget cycle.

D. Cal cul ati on of General and Administrative Expense Rate (Overhead).
Estimation of an overhead cost rate for the Departnment will be
based on total salary and expense obligations incurred for each
maj or organi zation as reported on the Distribution of Cbligations
by Budget Activity in the Congressional Justification. Tota
obligations reported for the Ofice of Housing, GNMA, CPD, PIH
FHEO, and any ot her operating organi zations with direct
programmatic responsibilities will be classified as the overhead
al l ocati on base. The obligations reported for the remnaining offices
such as Ceneral Counsel, Adm nistration, and staff support, etc.
will be classified as the overhead pool. The overhead cost rate
wi Il be cal culated by dividing the overhead pool by the allocation
base. (See Appendix 3 for an exanple of this methodol ogy.)

E. Preparation of Cost Proposals for New User Fees. 1In the
establ i shnent of new Federal activities which would provide speci al
benefits, program offices concerned are to apply the policies and
criteria set forth in this Handbook for all user fees.

F. Determi nation of "No User Fee". |In those cases where the
identification of the ultimate beneficiary is obscure and the
service can be primarily considered as benefitting broadly the
general public, no user charge should be nmade. Program nanagers
shal | prepare docunentation which supports the deternmination and is
approved by the Assistant Secretary.
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