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What is the Purpose of a Budget

• All To ensure viability of the project
• To ensure the owner’s interest is protected
• To ensure sufficient operating income is available
• To ensure decent, safe, and sanitary housing
• To ensure the Secretary’s objective of sufficient housing stock 

being available
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What is a Budget Submission

A submission of documents supporting a request for 
funds adequate to operate a project.

Note: This does not mean a budget will always determine an 
increase is necessary. A budget submission could show 
the funds adequate to operate a project are actually lower 
than what the project is already receiving which could 
result in a reduction of rents.



LeadingAge Florida’s 51st Annual Convention and Exposition - July 27 – 31, 
2014

Can I Submit a Budget
What are the terms of your contract?

• If Pre-MAHRA, does your contract allow for a budget 
submission?

If Post-MAHRA, what option are you?
• 1A – Budget not allowed
• 1B – Budget not allowed
• 2 – Budget allowed
• 3A – Budget allowed
• 3B – Budget not allowed
• 4 – Budget allowed (RCS Required)
• 5 – Review use agreement  
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Can I Submit a Budget
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OCAF vs. Budget
• If eligible, what percentage increase would your project 

require to effectively operate?

• Will an OCAF increase fulfill this requirement?

• Look at your AFS from last year
• Compare your expenditures to your income
• What is the best financial decision for your property?
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When Must I Submit a Budget
There are a few times when you are required to submit a budget:

• When renewing under an Option 4 where you are required to 
submit a Lesser-Of-Test

• When the contract language of a Pre-MAHRA HAP contract 
states a budget is required

• When the Use Agreement for an Option 5 states a budget is 
required

• If HUD insured and you want to increase the market rents, 
typically the only way to do so is through the submission of a 
budget
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Complete Package Requirement

HUD Documents

• Budget Worksheet
• Certification 
Regarding 
Purchasing Practices

• Energy Cons. Plan 
(236 & BMIR)

• Service Coordinator 
Budget*

• 9250

Owner Created Docs

• Cover Letter
• Brief Statement 
explaining Any 
Increase in expense 
line items*

• Utility Analysis

Tenant Notification

• 30 Day Tenant 
Notice

• Certification as to 
Compliance with 
Tenant Comment 
Procedures
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Other Budget Documents
• Zero Debt Service Certification (If applicable)
• Verification of Debt Service for PD/PDSA and Properties 

who do not submit AFS to HUD. 
• Signed and Approved RHS Budget (If applicable)
• Reserve for Replacement deposit information if no HUD-

held loan. 
• RCS (If applicable)
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Other Budget Documents
• Owner/Agent certification of funds to cover shortfall or 

revision of their request when the approved budget supports 
an increase larger than the amount requested by the O/A. 

• Debt Service Savings Agreement. 
• Audited Financial Statement Data, AFS by an Independent 

Auditor (CPA/ Accounting Firm) when not required to submit 
to HUD, or supporting documentation for each expense line 
item when no audited financial data is available. 
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Cover Letter
• Provide any and all information that is imperative to the processing of the budget 

that may help NTHDC make determinations
• State the proposed effective date
• State the percentage increase you are requesting
• Summarize the reasons why a rent increase is needed
• Describe the project’s physical condition and any improvements that have been 

budgeted for. The letter may refer to the reasons stated in the Notice to Tenants 
or elaborate on those reasons. (The main reasons stated in the letter must be the 
same as the main reasons state in the Notice to the Tenants, if in fact the project 
is subject to tenant comment procedures)

• Identify any proposed change in services, equipment, charges and the reason(s) 
for the change
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Completed Budget Worksheet
• HUD Form 92547-A
• The form must not be expired (current exp. 12/31/2014)
• Form must be signed and dated 
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Budget Worksheet
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HUD Pre-Approval Line Items
• For projects with a new service coordinator position(Line 6900), a 

service coordinator budget must be submitted to HUD for approval 
each time a budget increase is requested

• Note: A grant funded Service Coordinator will not be included 
in a budget submission

• Any change (increase or decrease) to the amount deposited into the 
Reserve for Replacement (Line 1320) requires HUD approval and a new 
HUD-9250 form
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Supporting Documentation
• An increase of more than 5% or $500 requires an explanation and 

documentation
• New line items not included in the prior year budget require an 

explanation and supporting documentation
• Laundry and Vending Revenue (Line 5910) If you lease your equipment 

you must list this revenue

• An itemized listed is needed for all “Miscellaneous” line items. 

• Contracts Line item #6520
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Supporting Documentation

• Current (past 12 months of data) copies of contracts, invoices, bills or 
estimates. Dated notice of an increase from a utility company, insurance 
provider, etc. 

• Analysis and backup documentation of how the projected expenses were 
estimated.

• Explanation of what specific expense increased and why. 
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Supporting Documentation
An itemized list for the following accounts regardless if an increase is 
requested:

1.6390 – Miscellaneous Admin Expenses
2.6590 – Miscellaneous Operating and Maintenance Expenses
3.6790 – Miscellaneous Taxes, Licenses, Permits and 

Insurance
4.6890 – Miscellaneous Financial Expenses

For example, if you are claiming a total of $1,000 on line 6390, you must 
itemize each expense such as $600 for postage, $300 for stationary and 
$100 for copying expenses
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Payroll Analysis
Include current salaries, projected salaries, benefits and payroll taxes 
to support the following accounts:

• 6310 – Office Salaries
• 6330 – Manager/Superintendent Salaries
• 6510 – Janitor/Cleaning Payroll
• 6530 – Security Payroll Contract
• 6351 – Bookkeeping Fee
• 6204 – Management Consultants 
• 6711 – Payroll taxes (Project’s share)
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Tenant Notification
The following applies to all properties with the exception of Section 
207, 213, 234, 231, 220, 221(d)(4), 202s assisted under Part 885 and 
Co-ops:

Copy of Notice to the Residents
• Where applicable, a copy of the Notice to Tenants annotated 

to show where and how the Notice was distributed (e.g., 
posted, mailed, hand carried)

• Notice must show reason(s) for the requested increase and 
the tenant’s right to contact HUD within 30 days

• Notice to residents must follow the exact format listed in the 
4350.1, Chapter 7, CFR – 245.310



LeadingAge Florida’s 51st Annual Convention and Exposition - July 27 – 31, 
2014



LeadingAge Florida’s 51st Annual Convention and Exposition - July 27 – 31, 
2014

Tenant Notification
• Copy of Comments from Residents and Owner Evaluation of 

Comments
• All comments from residents received by the owner must be 

reviewed, evaluated and responded to by the owner
• The comments, summary of the owner’s review and 

evaluation of the comments, and the owner’s response to the 
comments must be submitted with the rent adjustment
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Tenant Notification
• Owner certification that proper notice  was provided to the 

tenants 
• Per the 4350.1, Chapter 7, Appendix 2, the owner must 

complete this document certifying he provided proper notice to 
the tenants and provided the full comment period of 30 days

• The certification must be dated no less than 30 days following 
the Notice to Tenants
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Additional Requirements
• An executed copy of the Owner’s Certification Regarding Purchasing 

Practices and Reasonableness of Expenses

• A status report on the project’s implementation of its current 
Energy Conservation Plan
• This applies only to Section 236 and BMIR projects, projects that 

receive rent supplement assistance, and projects that converted 
from rent supplement to Section 8.
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Additional Requirements
• If the owner wishes to increase the RfR deposit, the request 

must be submitted to HUD in writing. 

• Any change in the Reserve for Replacement deposit must be 
approved by HUD via HUD-9250

NOTE: Generally, the R for R is considered adequately funded if 
balance is $1000/ Unit
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Additional Requirements
Do you have any questionable expenses such as a large painting project, 
purchase of equipment that may be a reserve for replacement (RfR) item, 
security issues, etc.?
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Utility Allowance Analysis
• 10% sample of each bedroom size or at least 5 units. 
• Must identify the types of utilities covered in the Utility 

Allowance (Gas, Electricity etc.)
• State whether utility rate increases or decreases were 

implemented in the past 12 months and if the rates are 
expected to change over the next 12 months.
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Utility Allowance Analysis
• All decreases (regardless of the $ amount or %) in the Utility 

Allowances must be approved by HUD. If you have 
processed a utility analysis where you have determined that 
a decrease is necessary, NTHDC will forward the 
information to the assigned HUD Project Manager for review 
and approval.

• The O/A must implement any change to the Utility Allowance 
regardless of the amount or percentage of the change.
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RCS
• Option 2 – Required at renewal and at the 6th, 11th, and 16th rent 

adjustments depending on the length of the contract (A valid RCS 
must always be active or a new RCS will be required even if the 
site has not reached their 6th, 11th, or 16th rent adjustment)
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RCS
• Option 4 – As of 10/15/2012, an RCS is required ONLY when submitting 

a budget-based rent adjustment, NOT a contract renewal

NOTE:
• Increase is capped at RCS
• Cost of RCS should be considered in whether or not you should request 

a budget-based rent adjustment
• Cost of RCS can be included as an expense on the budget
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202 Refinance
• If you are going through a refinance, it is crucial that we 

know ahead of time, so that we can get the debt service 
figures correct. 

• Debt Service Savings
• Owners may not list DSS as a project expense, however 

eligible expenses may be included in the appropriate 
account #. 

• Capital Items may be included in the Reserve Analysis. 
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Common Issues
• Not submitting packages at least 120 days before contract 

or funding expiration date.

• Cover letter does not include all correct verbiage
 Missing increase percentage requested is often left off

• Certification documents not signed, dated or completely 
filled in by the authorized individual
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Common Issues
• Payroll analysis missing or not done correctly/clearly

• Expired forms

• Not providing a complete tenant notification notice with a 30 
day tenant comment period

• Not including the correct HUD 9624 form with a contract 
renewal submission
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Common Issues
• Requesting a random amount under Miscellaneous 

expenses for unforeseen nominal expenses (remember this 
must contain an itemized list)

• Listing an item under Miscellaneous expenses as “petty 
cash”

• Listing the cost of parties, BBQ’s, donuts, complimentary 
calendars, etc. under Miscellaneous line items
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Common Issues
The recommended increase for a budget isn’t just the difference 
between the current total rent potential and the project’s total cash 
requirements. It involves a multitude of factors:

• Debt Service Owner calculates differs from NTHDC Calculation
• Vacancy expense NTHDC approves differs from O/A’s (Line item # 

5220)
• Management Fee NTHDC approves differs from O/A’s (line item # 6320)
• Distribution & Net Income Reserve Calculations
• Bad Debts
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Best Practices
• Keep copies of all contracts on file and keep receipts/invoices 

throughout the year to allow for easy compilation of documents to 
submit to NTHDC which can be easily reviewed

• Respond to requests for additional information as quickly as 
possible.

• Obtaining utility bills early.  Stressing the importance of this to the 
tenants

• Submit your package on time
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Narrative Explanations
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4350.1 Ch. 7 Proposed Changes
• No longer allow a 2 percent contingency reserve for projects 

owned by nonprofits or those projects once owned by nonprofits 
but which have been sold to limited dividend partnerships. 

• Allow nonprofit owned projects with 100 percent Section 8 to 
include a vacancy rate of 3 percent in the budget.

• Allow small projects to include a vacancy loss rate of 5 percent 
and partially assisted project to use a vacancy loss rate of 7 
percent in the budget submission.
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Final Thought…

It is crucial that we work together to get you the budget 
increase you need in order to operate your property 
adequately. 

Our goal is to make sure you have the funding you need to. 
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Questions???


