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Overview of USDA 515 
Integration

Overview

• How does the current AEL/FMR factor work in 
the FCAS formula?

• What’s the recommendation from the 
Operating Cost study for introducing 515 
data?

• How we did it, how it differed from the study’s 
recommendations

• Effects of Introduction
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Comparing HUD / Firstpic methods
Methods in Operating Cost Study (2008) HUD Methods (2014)

- County and adjacent county (SE AK) groupings (min 4 USDA properties) - Same, but if  the county or county-groupings produce  
averages less than the state average, then the county gets 
the state average (similar to HUD’s FMR)

- 3 years of operating cost data (2002-2004) - 2 years of operating cost data (2012-2013)
- Inflated 2012 data to 2013 

- Unknown which operating cost categories were used, but probably just the 
1st category: 

“Total operating costs or maintenance costs are preferred over an index 
based on administrative cost because the higher variation in administrative 
costs could indicate differences in management practices rather than the 
impact of geographic factors.”

- Only used 1st category (Operating/Maintenance) plus 
insurance costs. (See chart in next slide)

- Removed projects that are not suitable for comparison w/ 1937 Act units, 
such as Farm Labor projects and congregate housing, or group homes. 

- Do not have indicator for this; differences likely cause 
minimal impact

- Totals of zero, duplicates of data for a single project and year, and negative 
l ine items removed  

- Took absolute values of negative items; differences l ikely 
cause minimal impact

- Extreme values of total per unit costs of over $10,000 per year and under 
$500 per year were removed after examination of the distribution of total 
costs.

- Lines of data with total per unit costs that were more than three standard 
deviations from the State average and with a ratio to other annual costs for 
the same project greater than three standard deviations from the mean 
were also eliminated. 

- Only deleted total per unit costs that were more than 3 
standard deviations from the State average. Other Firstpic
methods here seems superfluous

Cost Categories included in HUD 
Analysis

Operating and Maintenance 
1. Maintenance & Repairs Payroll
2. Maintenance & Repairs Supply
3. Maintenance & Repairs Contract
4. Painting And Decorating
5. Snow Removal
6. Elevator Maintenance./Contract
7. Grounds
8. Services
9. Furniture & Its Replacement
10. Other Operating Expenses

Utilities
1. Electricity
2. Water
3. Sewer
4. Fuel (Oil/Coal/Gas)
5. Garbage & Trash Removal
6. Other Utilities

Administration
1. Site Management Payroll
2. Management Fee
3. Project Auditing Expense
4. Project. Bookkeeping/Accounting
5. Legal Expenses
6. Advertising
7. Phone & Answering Service
8. Office Supplies
9. Office Furniture & Equip.
10. Training Expense
11. Health Ins. & Other Benefits
12. Payroll Taxes
13. Workmen’s Compensation
14. Other Administrative Expenses

Taxes and Insurance 
1. Real Estate Taxes
2. Special Assessments
3. Other Taxes, Leases, Permits
4. Property & Liability Ins.
5. Fidelity Coverage Ins.
6. Other Insurance

-

500 

1,000 

1,500 

2,000 

2,500 

3,000 

3,500 

4,000 

4,500 

Operating / Maintenance Util ities Administration Taxes and Insurance

Distribution of per-unit 515 cost by category, FY2012 - FY2013, 
before data cleaning 

(Box plots show 99th, 75th, 50th, 25th, and 1th percentiles)
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Which factors are most favorable?
Row Labels AEL FMR s515 Total
ALASKA 14 14
CHICAGO 4 20 22 46
DENVER 4 14 13 31
OKLAHOMA 5 31 36
PHOENIX 57 32 6 95
SEATTLE 6 28 3 37
Grand Total 85 99 75 259

Effects of Introduction

Effects cont…

Final Total 
Grant w/out 

515 
Introduction

Final Total Grant 
After 515 

Introduction

% Change of 
Total Grant 
Due to 515 

Introduction
ALASKA $55,446,174 $54,532,487 -1.65%
CHICAGO $86,655,968 $87,643,205 1.14%
DENVER $95,253,394 $96,280,440 1.08%
OKLAHOMA $94,398,796 $95,594,870 1.27%
PHOENIX $201,446,721 $199,597,496 -0.92%
SEATTLE $54,638,885 $54,207,223 -0.79%
Grand Total $587,839,939 $587,855,721 

Considerations

• Geography level – county-level, state-level, or 
mixed? 

• Cost Categories to include– slim or 
comprehensive?

• Other?
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Questions


