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Eligibility is Determined 



   

   

 

 

Learning Objectives 

• Part One: Introduction to the Operating Fund Program 

• Part Two: Annual Processing Cycle 

• Part Three: Understanding How HUD’s Operating Subsidy is 
Determined 

Participants will understand 

• How the Operating Subsidy is calculated 

• What forms and inputs are used to determine Operating Subsidy 

• Part Four: Eligible Uses of Funds 



Operating Fund Formula 



 

  

 

The Operating Fund Formula 

 




 


   

PEL: Project Expense Levels UEL: Utilities Expense Levels EUM: Eligible Unit Months 

Operating Subsidy eligibility covers the gap between the estimated cost to operate a project and the 

estimated income received from that project. 



 

     

   

 

 

 

 

   

  

    

Project Expense Level (PEL) 

• Project Expense Level (PEL) is calculated in terms of Per Unit Month (PUM) cost 

• Represents the costs associated with operating the project, except for utility and add-on costs. 

Costs associated with PEL include: 

• Administration 

• Management 

• Maintenance 

• Protective services 

• Leasing 

• Occupancy 

• Staffing 

• Other expenses, such as project insurance 

For more guidance see: 

• 24 CFR § 990.165 - Computation of Project Expense Level (PEL) 

• PEL Variables and Coefficients Fed Register Notice. 

• Public Housing Operating Fund Variable Coefficients for Public Housing Operating Fund Project Expense Levels 

https://www.law.cornell.edu/cfr/text/24/990.165
https://www.federalregister.gov/documents/2006/01/05/06-59/public-housing-operating-fund-variable-coefficients-for-public-housing-operating-fund-project
http://edocket.access.gpo.gov/2006/pdf/06-59.pdf


Utilities Expense Level (UEL)

• UEL for each PHA is based on:
• its consumption and costs for each utility; and
• the resulting average rates for each utility; or
• the fixed amount (known as Flat Rate) the PHA pays; and
• an applicable inflation factor.



 

  

 
 

    

Utilities Expense Level (UEL) Primary Inputs 

Primary Inputs for UEL Include: 
• Utility Type: Water, Gas, Electricity 
• Incentive Type: Frozen, Non-Frozen, Flat 
• Unit of Consumption: Gallon, Cubic Feet, KWH 
• Actual Consumption: Units consumed during the latest reporting period, 

must match utility bills 
• Actual Utility Costs: Amount paid during the latest reporting period, must 

match utility bills 
• Rolling Base Consumption: Three years of historical data, or if  applicable 

the frozen rolling base (FRB) 
• RRI Program, EPC Program and Small and Rural Frozen Rolling Base 

Program are addressed in a separate training presentation 

For additional guidance see 24 CFR § 990.170 - Computation of Utilities Expense Level (UEL) 

https://www.law.cornell.edu/cfr/text/24/990.170


  

 

Other Formula Expenses/Add-ons 

A PHA's eligible formula expenses shall be increased by add-ons. The allowed add-
ons are: 

• Self-sufficiency 

• EPC Energy loan amortization (24 CFR § 990.185(a)(3)) 

• Payments in lieu of taxes (PILOT) 

• Cost of independent audits 

• Funding for resident participation activities 

• Asset management fees 

• IT fees 

• Asset repositioning fees (ARF) 

• Costs attributable to changes in Federal law, regulation, or economy 



 

 

 
 

 
 

 
 

 
 
 

Formula Income 

Formula income is equal to the amount of rent charged to tenants divided by the 
respective unit months leased and is expressed as PUM. The PUM amount is 
multiplied by an inflation factor to be expressed in today’s dollars. 
To calculate formula income in whole dollars: 

 







Further guidance in annual Operating Subsidy processing notices at 
https://www.hud.gov/program_offices/public_indian_housing/programs/ph/am/funding 

 



  
 

  

  
 

Transition/Stop Loss Funding 

• When initially implemented 24 CFR 990 Operating Fund regulation 
implemented Asset Management over 5-year period. 

• Where the formula under 24 CFR 990 resulted in reductions to what 
PHAs were previously receiving, the formula allowed PHAs to limit 
those reductions (stop their losses) by transitioning to Asset 
Management during the five-year period. 

• PHAs may receive stop loss eligibility annual as part of their 
Operating Fund Formula. 

• PHAs must continuously to implement Asset Management or lose 
this formula element. 



 

  
 

   
  

Moving to Work (MTW) Alternate Operating Subsidy Calculation 

• MTW PHAs with an Alternative Operating Subsidy (AOS) Formula 
submit OpSub forms in accordance with their MTW agreements 
(Attachment A). 

• 9 PHAs have a full AOS, or a subsidy that is completely different 
from the Operating Fund Formula. 

• 2 PHAs have a partial AOS, only their Formula Income is calculated 
differently than the Operating Fund Formula. 

• Full AOS MTW PHAs do not submit Form HUD-52722 



Data Tools Used to Calculate 
Operating Subsidy Eligibility 



Form HUD-52722: Calculation of Utilities Expense Level (UEL) 

• Form HUD-52722 is 
used to calculate 
Utilities Expense Level 
(UEL) 

• an estimate of the cost 

of utilities per unit, per 

month 



Form HUD-52722 Calculation of Utilities Expense Level: Electronic Form 

• HUD posts electronic form version 
of the 52722 on the OpFund Portal, 
with prepopulated consumption 
data the for prior year 

• PHA verifies data on the form 

• Report any errors to HUD Field Office 

• PHA enters information on utility 
cost and consumption levels 

• PHA uses this information, adjusted 
for inflation, to calculate the UEL 



 

  

 

 
 

Form HUD-52723: Calculation of Operating Subsidy Eligibility 

• Primary form used for Calculating 
Operating Subsidy Eligibility, Form 
HUD-52723 

• Form HUD-52723 data includes unit 
data, inputs from Form HUD-
52722, formula income inputs, PEL, 
UEL and add-ons to determine 
OpSub amounts 

• Based on the period of July 1-June 
30th that precedes the beginning of 
the funding period 



 

 

 

Unit Status Data 

Section 2 of Form HUD-52723 focuses on Unit Status Data 

Column A: Unit Months are the total number of project units in inventory 
expressed in months for a specified time frame. This data is used to calculate 
the IT fee and Asset Management fee (if the PHA complies with Asset 
Management Requirements). 

Column B: Eligible Unit Months (EUMs) are the actual number of PH units in 
categories eligible for the full Operating Subsidy expressed in months for a 
specified time frame. 

Column C: Resident Participation Unit Months are used to determine the 
funding for resident participation activities in Section 3, Part A, Line 11. 



  

Form HUD-52723 Electronic Form 

• Form HUD-52723 is 
prepopulated and posted to 
the OpFund Portal 

• PHAs must review data to 
ensure accuracy, fill in missing 
data and upload completed 
forms to the OpFund Web 
Portal for HUD Field Office to 
review 



 

Key Takeaways 

Operating subsidy eligibility is the difference between the estimated cost to 
operate a Public Housing project and the estimated income that project derives 
from net tenant rent. 
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