HUD’s Clarification of Utility Allowance Regulations

HUD recently clarified its policy regarding utility allowances.  HUD Regulations state in various places that “In connection with annual and special adjustments of contract rents, the owner must submit an analysis of the project’s Utility Allowances.”  Consequently, owners are required to perform yearly analyses of their projects’ utilities.  HUD will no longer accept a certification from the owner indicating that a utility analysis has been conducted with no change required in the current utility allowance.  In addition, submission of a utility schedule from the PHA will no longer be accepted.

Owners should keep in mind that tenant notification requirements required by 24 CFR §245 will apply if there is a proposed reduction in the utility allowance. 

The San Francisco Hub will be issuing guidance in the near future providing the effective date and basic methodology for conducting a utility analysis.  To prevent delays in rent adjustments and contract renewals, owners/agents should begin educating their tenants that they will be required to provide utility information to management on an annual basis.

