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Today’s Objective

To provide practical guidance and direction to Owners 
and Management Agents in preparing submissions for 
Budget Based Rent Adjustments for Section 202 and 
811 Project Rental Assistance Contracts (PRAC) 
properties



This 
Webinar 
Covers:

Required components of a BBRA 
submission package

Overview of the PRAC calculation budget 
worksheet

Creation and review of Service 
Coordinator budgets



OPENING REMARKS

Jessica Jackson
Deputy Director
Office of Asset Management (OAM)
U.S. Department of Housing and Urban Development (HUD)

Resources:
• HUD – Section 202 Properties
• HUD – Section 811 Properties
• Multifamily Housing Policy Drafting Table

https://hudgis-hud.opendata.arcgis.com/maps/HUD::hud-section-202-properties-1/explore?location=30.574471%2C-98.127228%2C4.00
https://hudgis-hud.opendata.arcgis.com/datasets/b4413da7eade447c98d9d30856e9986b/explore
https://www.hud.gov/program_offices/housing/mfh/MFH_policy_drafts


Introduction to BBRAs



Challenges in Processing Rent Adjustments

o Owner/Management Agent
 Insufficient rents resulting 

in budget shortfalls
 Confusing time frame 

requirements
 Service Providers vs. 

Housing Providers
 Multiple changes in 

Account Executives

o Account Executive (HUD)
 Workload and multiple 

priorities
 Late/Incomplete/Incorrect 

submissions
 Loss of historical 

knowledge through senior 
staff retirements



What is a Budget Based Rent 
Adjustment (BBRA)

When current rent levels are not sufficient to cover 
anticipated or unavoidable increases in operating 
costs, Section 202/PRAC and Section 811/PRAC owners 
may request a rent adjustment based on an 
evaluation of the project’s operating budget



Who Prepares a BBRA and When?

Who?
• Property Owners or Management Agents

When?
• 120 days prior to contract anniversary date
• Can be done each year of the contract

• If not done, the owner still must submit a budget 30 days prior to 
anniversary date

• In certain circumstances, rents may be adjusted at a point-in-time other 
than the contract anniversary date (e.g. RAD conversion or project 
operations in jeopardy)

• At contract expiration



Why would a Property need a Rent Increase 
and would it impact the residents?

Why?
• Insufficient rental income to cover property expenses and reserve

deposits
• Property cannot keep up with its capital needs

Will it affect the residents?
• No - In units covered by a PRAC, tenant pays 30% of their monthly 

adjusted income toward rent
• Tenant rent portion only increases if a change in income, 

deductions, or family compensation occurs



Important Guidance associated with PRAC 
property development:

• Capital Advance Regulatory Agreement
• Notice H-2022-05: Renewal of Expiring Project Rental 

Assistance Contracts (PRACs)
• Original PRAC Contract
• PRAC Renewal
• Chapter 7 of HUD Handbook 4350.1
• Management Certification
• Notice H-2023-02, Supportive Housing for the Elderly



PRAC Renewal

HUD will adjust operating expenses and correlating 
contract rents annually on the 1st day of the month in 
which the anniversary of the Contract Renewal 
Amendment falls, if requested by the owner in 
accordance with all procedures established by HUD



BBRA Submission



Overview: BBRA Submission Steps

1. Owner/agent compiles submission documents
2.  Owner/agent submits documents to HUD
3.  HUD reviews documents and performs the Rent   

Calculation



Submission of Documents

 Cover Letter
 Budget Worksheet 92457 – A
 An explanation and supporting documentation for line items
 Payroll Analysis
 Itemized Lists for Expenses
 Copy of Notice to Tenants
 Copy of Comments from Residents and Owner Evaluation of Comments
 Owner Certification that proper notice to the tenants was provided
 Executed copy of Owner’s Certification of Purchasing Practices and 

Reasonableness of Expenses.
 Signed request for an increase in the Replacement Reserve deposit
 20-Year Reserve for Replacement Analysis 
 Utility Allowance Analysis



Budget Worksheet 92457 – A



Budget and Rent Calculation Tool 
(Form 92547A)

• Budget is first worksheet of Budget and Rent Calculation tool



Budget Format Requirement

• Budgets must be submitted in proper format per Appendix 
E, Data Definition for audited Annual Financial Statements 
(AFS) 
oAppendix E provides standard definitions for all AFS data elements
oAppendix E includes HUD's chart of accounts, which must be used 

for project’s monthly accounting



Budget Tips

• Column C, Statement of Profit and Loss
• Figures come from property’s prior year’s AFS

• Column D, Current FY
• Figures come from property’s current year income and expenses 

for the months of operation (e.g., January 1 through August 31)

• Column E, proposed budget
• Figures are based on current expenses and anticipated 

increases/decreases in particular categories



Operating Budget Categories

Income Routine Expenses Taxes and Insurance Other Expenditures 
Rental Income Administrative (including 

mgmt. fee) 
Real estate and payroll 
taxes 

Reserve for Replacement 
Deposits

Financial Revenue Utilities Property and health 
insurance

Other Revenue Operating and 
Maintenance 

Miscellaneous Permits, 
Licenses 



Rental Income

5110 Rental Income
5120 Rent Revenue – Gross Potential All rents received from tenants
5121 Tenant Assistance Payments Subsidy payments
5140 Rent Revenue – Stores and Commercial Payment received from lease of 

commercial spaces
5170 Garage and Parking Spaces Payment received from parking spaces
5190 Miscellaneous Rent Revenue Other gross rental revenue
5192 Rent Revenue/Insurance Insurance claims proceeds in 

connection with lost rent revenue
5193 Special Claims Revenue Amount of revenue collected from 

special claims including vacancy



Vacancies 

5200: Vacancies
5220 Apartments Units not Rented – PRAC N/A
5240 Stores and Commercial Space not rented
5250 Rental Concessions Rentals Concessions – PRAC N/A
5270 Garage and Parking Spaces Space not rented
5290 Miscellaneous Any other space or equipment not 

rented not listed above



Service Income and Financial Revenue

5300: Income
5300 Nursing Homes/ Assisted 

Living/ Board & Care/ Other 
Elderly Care/ Coop/ and Other 
Revenues

5400: Financial Review
5410 Financial Review –

Project Operations
Interest from operating account

5430 Revenue from Investments –
Residual Receipts

Interest from residual receipt account

5440 Revenue from Investments –
Replacement Reserve

Interest from reserve for replacement 
account

5490 Revenue from Investments –
Miscellaneous

Interest from other investment accounts 
for the property



Other Revenue

5900: Other Revenue
5910 Laundry and Vending Revenue Income from laundry and vending 

machines
5920 Tenant Charges Damages, forfeited security deposits, 

etc.
5970 Gifts Unrestricted donations from churches, 

fundraising, etc.
5990 Miscellaneous Revenue Other revenue sources. Must explain.



Administrative Expenses

6200 and 6300: Administrative Expenses
6203 Conventions and Meetings Expenses related to on-site staff attendance/participation 

at conventions and meetings, training and related travel
6210 Advertising and Marketing Radio, TV, newspaper and other paid advertising
6250 Other Renting Expenses Other rental expenses associated with the property. Must 

be explained on separate cover i.e. criminal background 
checks

6310 Office Salaries Salary for office staff. Front-line responsibilities (taking 
application, screening, certifying, and recertifying tenants; 
maintaining the project; and accounting for project 
income and expenses



More Administrative Expenses

6200 and 6300: Administrative Expenses
6311 Office Expenses Routine office expenses (office supplies, postage, 

stationary, copying, internet charges, telephone and 
answering services)

6312 Office or Model Expense for rental loss from unit used as the project 
office or as a model apartment

6320 Management Fee Cost of management agent service. Does not include 
charges for bookkeeping or accounting services 
performed by either the management agent or another 
party

6330 Manager or Superintendent 
Salaries

Salaries paid to a resident manager or superintendent



Other Administrative Expenses

6200 and 6300: Administrative Expenses
6331 Administrative Rent Free Expense for rental loss from manager living in unit
6340 Legal Expense – Project Legal fees or services incurred on behalf of the project 

(i.e. eviction procedures)
6350 Audit Expense Auditing expenses incurred by the project that is directly 

related to HUD’s requirement for audited financial 
statements and Tax Returns

6351 Bookkeeping Fees/Accounting 
Services

Actual cost of bookkeeping fees or accounting or 
computing services

6370 Bad Debts Tenant bad debts for the audit purposes only
6390 Miscellaneous Administrative 

Expenses
Other administrative expenses (i.e. bank charges, 
investment fees, membership dues and subscriptions)



Utilities Expenses

6400: Utilities Expenses
6420 Fuel Oil/Coal Cost of fuel oil/coal charges billed to the 

project
6450 Electricity Cost of electricity charges billed to the 

project
6451 Water Cost of water charges billed to the 

project
6452 Gas Cost of gas charges billed to the project
6453 Sewer Cost of sewer charges billed to the 

project



Operating and Maintenance Expenses

6500: Operating and Maintenance Expenses
6510 Payroll Wages of maintenance staff
6515 Supplies All supplies used for maintenance and operation 

of the property, such as nails, screws, paint, 
paintbrushes, faucets and washers, and 
plumbing supplies

6520 Contracts Contracts with service providers, such as 
landscapers, exterminators, etc.

6521 Operating & Maintenance Rent 
Free Unit

Unit provided to maintenance staff or for storage

6525 Garbage & Trash Removal Costs of waste removal by a private company, 
rather than the municipality (which usually 
includes waste removal as part of property 
taxes)



More Operating and Maintenance 
Expenses

6500: Operating and Maintenance Expenses
6530 Security Payroll/Contract Salary/Expenses for on-site security personnel
6531 Security Rent Free Unit Expense for rental loss from security person 

living in unit
6546 Heating/Cooling Repairs and 

Maintenance
Repair and maintenance of HVAC units 
performed by 3rd parties

6548 Snow Removal Snow removal performed by 3rd parties
6570 Vehicle and Maintenance 

Equipment Operation and 
Repairs

Cost of operating and repairing project motor 
vehicles and maintenance equipment. Ok, if 
purchase of vehicle was approved as project 
expense.

6590 Miscellaneous Operating and 
Maintenance Expenses

Other expenses not accounted for, must be 
explained on separate sheet.



Taxes and Insurance

6700: Taxes and Insurance
6710 Real Estate Taxes Real estate taxes of the project
6711 Payroll Taxes (Project’s Share) Project’s share of FICA and State and Federal 

Unemployment taxes
6720 Property & Liability Insurance 

(Hazard)
Cost of project property and liability insurance

6721 Fidelity Bond Insurance Cost of bonding project employees who handle funds
6722 Workmen’s Compensation Cost of workmen’s compensation insurance for project 

employees
6723 Health Insurance and Other Employee 

Benefits
Cost of any health insurance and other employee 
benefits charged to the project

6790 Miscellaneous Taxes, Licenses, 
Permits and Insurance

Any taxes, licenses, permit fees, or cost of insurance 
assessed to the project and not otherwise categorized 
in the 6700 Series



Service Expenses

6900: Service Expenses
6900 Nursing Homes/Assisted 

Living/Board & Care/Other 
Elderly Care Expenses

Service Coordinator Expenses – Must include 
SC budget worksheet HUD-91186-A providing 
detail of program costs

Supportive Services – Up to $15 Per Unit Per 
Month (PUMP) for Section 202s only



Common Misclassifications

5200: Vacancies – Budgeting for vacancies.  
No factor allowed in PRAC

6203: Conventions & Meetings - Budget 
should not exceed the higher of $5,000 or 
one half of one percent of gross rents stated 
in Handbook 4381.5, Rev-2, paragraph 6-
38(c).

5440: Revenue from Investment RFR -
Should not be counted toward operations

6320: Management Fee – Using PUPM Fee 
instead of approve percentage  

5920: Tenant Charges – Including as 
income. HUD Handbook 4350.1, Chapter 7, 
paragraph 7-30(L)(2)(b)(3) direct owners and 
agents not to count the tenant’s charges as 
other revenue as this amount fluctuates from 
year to year and is not guaranteed. 

6390: Miscellaneous Administrative 
Expenses – Including expenses that belong 
to other categories i.e., Office Supplies 
(6310); Criminal Background (6250)  
Telephone (6311); Training (6203) (cont..)



Common Misclassifications

6390: Miscellaneous Administrative 
Expenses – Cont … Including ineligible 
costs such as refreshment for Board of 
Director meeting and social activities for 
tenants; Excessive mileage,  Cable TV

6590: Miscellaneous & Maintenance 
Expenses – Failure to provide breakdown.

6390: Miscellaneous Administrative 
Expenses – Cont … failure to provide 
breakdown

6723: Health Insurance – Including fringe 
benefits of Service Coordinator (6900)

6520 Contracts – Failure to provide 
specifics; Including maintenance payroll. 
Including RFR items



Common Errors

Minimum Capital Investment not utilized (during) the first 
three years of operation
Sponsor related costs included in the project operating 
budget, i.e., services expense (outside the supportive 
service plan)
Tenant Activities Expenses: Cable TV, transportation, 
parties, food, entertainment are not allowed to be paid 
from project income
Payables to Sponsors included as expenses



Reserve for Replacement (RfR) Deposits 
and Analyses

• If requesting an increase in reserve deposits:
oHave a CNA performed - using CNA e-Tool - or use one the 

property has already obtained
 Multifamily may require CNAs every 10 years
 Will help you right-size reserve deposit amount

o Include signed request for an increase with submission
oCNA should identify the following:

Repair Type Critical Repairs Non-Critical Repairs

When they must occur Immediately Within 12 months



Supportive Services

• Per Housing Notice-H-2023-02
oExplains allowable uses of supportive services funds
oRental subsidies may include:

 Costs for a full or part-time Service Coordinator
 $15 PUPM for provision of direct supportive services

oProperties must have updated Supportive Services Plan
 Must explain how subsidies support service coordination/provision
 Must describe other funding sources, if applicable



Overview: Submission 
Documents



Cover Letter

• Detail project needs
• Other funding resources
• Any proposed improvements budgeted
• Any proposed changes in services or equipment and why
• Summarize why increase is needed

o Include any necessary increases to the RfR account (support by a Capital 
Needs Assessment, where appropriate)

• Percentage of rent increase requested
• Anticipated date of the rent increase



Additional Materials to be Submitted

• Copy of Notice to Tenants
• Copy of Comments from Residents and Owner Evaluation of Comments
• Owner Certification proper notice to the tenants was provided (Handbook 4350.1, Chapter 7, 

Appendix 2)
• Executed copy of Owner’s Certification of Purchasing Practices and Reasonableness of Expenses 

(Handbook 4350.1, Chapter 7, Appendix 3)
• For projects with tenant-paid utilities, owner’s recommendation for changes to utility allowance (UA) 

and documentation to support that recommendation is required
• Itemized list for the following categories budgeted for regardless of whether an increase is being 

sought:
o 6390 Misc.. Admin Expenses
o 6590 Misc. Operating and Maintenance Expenses
o 6790 Misc.. Taxes, Lic., Permits and Insurance
o 6890 Misc. Financial Expenses

For example, if owner claims a total of $1,000 in line 6390, Miscellaneous Admin, each expense must 
be itemized



Utility Allowance (UA)
Adjustment Requirements

• Properties where tenants pay utilities, owner must submit 
analysis of project’s UA annually (see Housing Notice 2015 – 04)

• Any allowance change(s) to be effective on amended rent date or 
contract anniversary

• If utility analysis results in decrease in UA(s) to the tenants, owner must 
follow the tenant notification procedures in 24 CFR Part 245

• 30-day notice must be provided to tenants if UAs are decreasing
• Decrease in UA doesn’t change Total Tenant Payment (TTP)

• Owners must establish baseline UAs for each bedroom size 
every third year

• For two remaining years, O/As may perform a factor-based UA 



Utility Allowance (UA) Analysis 
Methodology - Baseline

• O/A requests utility data from utility or sample of tenants, 
per bedroom size (see Housing Notice 2015-04, Section VI for 
required sample size)

• If buildings are identical, one building’s utilities may be used
• For buildings not identical, must sample per building

• Determine average utility cost per bedroom size 
• Owners may require tenants to sign release for utility data
• Per HUD Model Lease for Subsidized Projects, households 

must provide utility document requested by O/A



Utility Allowance (UA) Analysis Methodology –
Factor Based UA

• For intervening 2 years from baseline year, UAs may be 
adjusted by HUD-provided UA Factor

• O/A should compare adjusted UA to paid utilities for past 12 
months

• If significant disparity, O/A should complete baseline analysis
• Utility Allowance Factors are published by HUD and can be 

found on the HUDUser website

https://www.huduser.gov/Portal/datasets/muaf.html


Tenant Comment Procedures
(Handbook 4350.1, Ch 7, Section 2) 

• If proposed rent is greater than property’s current Maximum 
Allowable Rent Potential, owner must:

• Notify Residents of the proposed rent increase
• Make all information used by owner to justify increase available to 

tenants or their representatives to review or copy for 30 days 
following date of notice

• Allow residents to submit comments to the owner or HUD
• Review and evaluate all comments



Documentation to be Included

• Line-items showing an increase of more than 5% or $500 (whichever is 
less) require explanation

• New line items not included in the prior year budget require 
explanation and supporting documentation

• Any expense reclassifications require explanation
• Examples of supporting documentation include:

o Current (past 12 months of data) list of contracts, invoices, bills or estimates 
obtained

o Dated notice of an increase from a utility company, insurance provider etc.
o Analysis and backup documentation of how the projected expenses were 

estimated



PRAC Calculation Budget
Worksheet



Calculating the Annual Rent Potential

• Use the PRAC Rent Calculation 
Spreadsheet

• New tool: Automated HUD 
92547-A Budget Worksheet 

• PRAC Rent Calc included
• Use of this tool is not mandatory

Benefits of using the Electronic 
version of the Form HUD-92547-A:  
• Eliminates calculation errors 
• Provides identification of accounts 

with 5% or $500 increase; assists 
O/A to ensure all required 
documentation is included 

• Calculates approved rent amounts 
• Assists in ensuring compliance 

with HB 4350.1, REV-1, Chapter 7



Rent Computation Worksheet - Basic Info



Box C - Rent Potential Computation 



Box D - Management/Vacancy Factor

• No vacancy allowance for Section 202 or 811 PRAC projects allowed



Box E



Box F



Box H - Unit Rent Computations



Utility Allowances



Residual Receipts: 
PRAC ERR Termination Payment Due to HUD



Supportive Services/ 
Service Coordinator Budgets



Creating Service Coordinator Budgets

• Section 202/PRAC developments may request to include expenses related to a 
Service Coordinator Program in the Operating Budget.

• If project has approved Service Coordinator, Service Coordinator Budget must be 
included as part of rent increase request

• O/A must complete Form HUD-91186-A – Multifamily Housing Service Coordinator One-Year Budget, detailing the program 
costs, the total amount of which must correspond with Account 6900 on the Form HUD -92547-A, Budget Worksheet

• See HUD Handbook 4381.5, REV-2, Chapter 8 for allowable Service 
Coordinator program costs

• See HUD Exchange about Service Coordinators Budgeting: 
https://www.hudexchange.info/programs/scmf/budgeting/

• Includes recorded training and automated Form HUD-91186-A

• If project operating budgets include Service Coordinators, projects must submit the 
Standards of Success Report annually. See HUD Exchange: 
https://www.hudexchange.info/programs/standards-for-success/

https://www.hudexchange.info/programs/scmf/budgeting/
https://www.hudexchange.info/programs/standards-for-success/


Elements of Service Coordinator Budget 
(Form HUD-91186-A)

• List # of properties, # of PRAC units, # of people served
• Show personnel, hours, salaries, and fringe benefits
• Enumerate # of hours for quality 

assurance/program evaluation and training
• Provide travel costs, supplies and materials, and other costs
• List funding sources and amounts
• Should tie directly to Supportive Services Plan



Budget Detail



Budget Summary



Next Steps



Next Steps

• O/A submit BBRA package to Local HUD office 120 days prior to 
anniversary or expiration date of PRAC contract

• HUD Account Executive evaluates submission
• HUD Account Executive makes final rent determination and sends 

O/A rent increase approval letter and PRAC renewal
• Owner completes and returns (1) Rent Schedule HUD-92458 and 

(2) signed PRAC contract
• HUD Account Executive sends PRAC Renewal to Accounting 

Center for entry into LOCCS.



Q & A



TOOLS AND RESOURCES

• PRAC Rent Calculation Sheet
• Capital Advance Program Regulatory Agreement 
• Part I of the Project Rental Assistance Contract, form HUD 90173 A CA
• Part II of the Project Rental Assistance Contract, form HUD 90173 B CA
• Project Owner's Certification for Owner-Managed Multifamily Housing Projects, form 9839 A
• Project Owner’s/Management Agent’s Certification for Multifamily Housing Projects for Identity-of-Interest 

or Independent Management Agents, form 9839 B
• Multifamily Housing Service Coordinator One-Year Budget, form HUD 91186-A
• Service Coordinator Training 
• Residual Receipts Authority – Section 202/811 Project Rental Assistance Contracts (PRACs)

https://www.hud.gov/sites/documents/DOC_20705.PDF
https://www.hud.gov/sites/documents/90173ACA.PDF
https://www.hud.gov/sites/documents/90172BCA.PDF
https://www.hud.gov/sites/documents/9839-A.PDF
https://www.hud.gov/sites/documents/9839-B.PDF
https://www.hud.gov/sites/documents/9839-B.PDF
https://www.hud.gov/sites/dfiles/OCHCO/documents/91186-A.xlsx
https://www.hudexchange.info/programs/scmf/


NOTE: This material is based upon work supported by funding under an award with the U.S. Department of Housing and 
Urban Development. The substance and findings of the work are dedicated to the public. Neither the United States 
Government, nor any of its employees, makes any warranty, express or implied, or assumes any legal liability or 
responsibility for the accuracy, completeness, or usefulness of any information, apparatus, product, or process disclosed, 
or represents that its use would not infringe privately-owned rights. Reference herein to any specific commercial 
product, process, or service by trade name, trademark, manufacturer, or otherwise does not necessarily constitute or 
imply its endorsement, recommendation, or favoring by the U.S. Government or any agency thereof. Opinions expressed 
on the HUD Exchange are those of the authors and do not necessarily reflect the official position of, or a position that is 
endorsed by, HUD or by any HUD program.
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