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Overview

This material is intended to provide a framework for explaining FY 04 formula funding changes for individual grantees under the Housing Opportunities for People with AIDS Program (HOPWA).  It summarizes and provides links to key material about the program available on the web.  It also provides a more technical explanation of the formula allocation so as to assist grantees and the general public in understanding the reasons for the extent of changes to formula amounts in FY 04.

The HOPWA program distributes funds under a formula program and a competitive program, and through technical assistance.  The HOPWA program is described on the HUD web at http://www.hud.gov/offices/cpd/aidshousing/programs/index.cfm. 

The HOPWA formula allocates funds to local governments and states with significant populations of persons with AIDS.  The formula assists grantees in providing housing assistance and related supportive services to low-income persons with AIDS and their families. The description of the formula program is available on the HUD web at http://www.hud.gov/offices/cpd/about/budget/budget04/index.cfm#hopwa.

HUD issued a notice on October 14, 2003 describing changes in formula eligibility that are summarized in this paper.  The notice is available on the HUD web at http://www.hud.gov/offices/cpd/lawsregs/notices/2003/03-11.pdf. 
Formula eligibility
Under the statute, HOPWA awards eligibility to the largest cities in metropolitan statistical areas (MSAs) and to states with over 1,500 cumulative cases of AIDS. EMSAs are eligible metropolitan statistical areas that have a population over 500,000 and have at least 1,500 cumulative cases of AIDS. States are eligible if they have 1,500 cumulative cases in the areas outside of the EMSAs.  States that received funding under HOPWA were grandfathered beginning in FY 1999.  For FY 04, the grandfathered state grantees are Minnesota, Delaware, Utah, Arizona and Hawaii. 

Each fiscal year HUD establishes eligibility based on data from the Centers for Disease Control on the cumulative cases of AIDS for metropolitan areas and balance-of-state areas. The data are provided to HUD in a special tabulation and, as required by statute, are current as of March 31 from the preceding fiscal year. The CDC web site reports general information on its data collection process and latest statistics (see http://www.cdc.gov/hiv/stats/hasrlink.htm).

A list of eligible states and EMSAs, also known as service areas, for FY 04 are shown on the web at http://www.hud.gov/offices/cpd/aidshousing/programs/formula/serviceareas/index.cfm
For FY 2004, there will be eleven new grantees (nine EMSAs and two states) that will receive funding and five EMSA grantees that will lose funding.  For FY 03 there were 111 grantees.  With the net gain of six grantees, there will be 117 grantees for FY 04. 

The new grantees for FY 04 are:

· Iowa

· Maryland

· Bridgeport-Stamford-Norwalk, CT MSA 

· Jackson, MS MSA 

· Bethesda-Frederick-Gaithersburg, MD MSA Division 

· Camden, NJ MSA Division   

· Warren-Farmington Hills-Troy, MI MSA Division  

· Cambridge-Newton-Framingham, MA MSA Division  

· Augusta-Richmond County, GA-SC MSA 

· Poughkeepsie-Newburgh-Middletown, NY MSA  

· Worcester, MA MSA  

The five EMSAs that lose direct access to 2004 funds are:

· Greensboro-Winston Salem-Highpoint, NC

· Greenville-Spartanburg, SC

· Dover NJ for Monmouth-Ocean, MSA, NJ 

· Paterson NJ for Bergen-Passaic MSA, NJ 

· Jersey City, NJ 

The areas that lose funding are absorbed into service areas for other grantees for FY 2004 but will continue to manage FY 2003 and earlier funds.  The NYC EMSA absorbs the Paterson and Jersey City service areas and the Woodbridge NJ EMSA absorbs Dover, NJ. The states of North Carolina and South Carolina pick up the service areas for Greensboro and Greenville EMSAs, respectively.

The changes in eligibility for FY 04 were more significant than in previous years. For FY 03, there were only three new grantees: Sarasota FL, and the states of Colorado and Kansas. No grantees lost eligibility in FY 03.

Formula Factors

Under the statute HOPWA allocates formula funds in two parts: a Base amount and a Bonus amount:

Base amount: The formula allocates 75% of the formula funds to EMSAs and balance of states based on their share of the cumulative cases of AIDS reported by CDC as of March 31 of the preceding fiscal year.  For FY2004, $263,039,000 was allocated under the Base factor.

Bonus amount: The formula allocates 25% of the formula funds to EMSAs with an incidence of AIDS that is above average over the previous 12-month reporting period for all metropolitan areas with a population of 500,000 or more.  All metropolitan areas meeting the 500,000-population test are included in the determination of the national incidence rate.  The allocation amount for each EMSA is based on its share of the number of above average cases in EMSAs that are eligible to receive funds.  For FY2004, $65,760,000 was allocated under the Bonus factor.  

Formula funding changes for FY 04 

Many HOPWA grantees will experience a significant percentage change in formula amounts for FY 04.  The funding for FY 04 was 1.44% higher than FY 03, so if there were no changes to the formula factors, all the grantees would have had a 1.44% increase.  Instead, the 106 EMSAs that are funded in both FY 03 and FY 04 will have the following changes in funding.

	Percent change
	Number of grantees in FY04 

	10% or higher
	19

	0 to 10%
	44

	From –10% to 0%
	25

	Loss greater than 10%
	18


Formula funding share – the basis for understanding change

Under the formula, 75% of the funds are allocated based on a grantee’s share under the BASE factor and 25% of the funds are allocated based on an EMSA’s share under a BONUS factor. The BASE formula amount for EMSAs and States is computed based on their share of the cumulative cases of AIDS.  Since the denominator for the BASE factor (cumulative AIDS cases) grew by 5.6 %, an eligible grantee needs to have an increase of that same percent in order to have the same share of funding on its BASE factor.  EMSAs are eligible to receive funds under a BONUS factor for EXCESS cases, that is, for the number of cases of AIDS that are above average.  Since the denominator for EXCESS cases shrunk by 7.3%, EMSAs that have EXCESS cases will receive the same BONUS share if their EXCESS cases fell at the same 7.3%. 

Reasons for a change in the share of formula funding in FY 04

Typically allocations are changed as a result of updated AIDS and population data.  The Centers for Disease Control provide cumulative and annual AIDS cases, updated as of March 31 in a special tabulation prepared for HUD.  The CDC web site reports general information on its data collection process as well as the latest statistics.  See http://www.cdc.gov/hiv/stats/hasrlink.htm.  The Census Bureau provides population data. 

For FY 04, changes in geographic definitions for EMSAs caused shifts in eligibility and funding.  The Office of Management and Budget has established updated MSA definitions based on revised criteria.  These criteria are detailed in OMB Bulletin No. 03-04 and in 2000 decennial data from the Census Bureau.  The OMB changes can be viewed electronically at http://www.whitehouse.gov/omb/ and are located under the “Bulletins” tab.  The Census Bureau published the counties included in the new MSAs or MSA Divisions, based on OMB criteria and the 2000 decennial data; these can be viewed under “Metropolitan Statistical Areas and Components” at http://www.census.gov/population/www/estimates/metrodef.html.

With the new MSA definitions, only about a quarter of the service areas remained the same.  The service area changes for EMSAs and states for FY 04 are shown on the web at http://www.hud.gov/offices/cpd/aidshousing/programs/formula/serviceareas/index.cfm.  

A third reason for formula change involves how allocations under the base factor and Bonus factor work in determining share.  The Bonus factor is especially sensitive to change to updated values and geographic change.  Understanding this reason is easier with a more detailed explanation of allocations under the Base and Bonus factors as well as few examples. 

Allocation under Base Factor - The total number of cumulative AIDS cases (CUM) for all grantees in FY 03 was 813,318 and for FY 04, the total number is 858,752 — representing a 5.6% increase.  If a grantee had 8,133 of the CUM cases (or a 1% of the total) in FY 03, they would receive 1% of the FY 03 funding under the BASE factor.  To keep the same share of funding in FY 04, the grantee would need 8,588 CUM cases or the same 5.6% growth in CUM cases as all grantees.  If the growth in CUM cases for a grantee is higher than 5.6%, the share is higher and the funding goes up.  If the growth is less than 5.6%, the share is lower and funding is less.

The following chart shows how changes in FY 04 funding occurred with changes in the share of the total for the Base factor.  The following chart shows data for a hypothetical grantee with a 1% share in Cumulative cases in FY 03.  It shows how the allocations vary if the share is the same in FY 04 or if it increases or decreases by 0.1% in FY 04.

Comparison of  allocations based on changes in share of Cumulative cases

	Alternative
	Numerator

(pct change from FY 03)
	Denominator (pct change from FY 03)
	Share of numerator compared to

denominator
	Total amount allocated

(Based on FY 04)
	Individual Allocation

 (Based on FY 04)

	FY 03
	8,133
	813,318
	1.00%
	$197,279,000.
	$1,972,790.

	
	
	
	
	
	

	FY 04  Alt 1:
	8,588
	858,752
	1.00%
	$197,279,000.
	$1,972,790.

	Same change
	5.6%
	5.6%
	
	
	

	
	
	
	
	
	

	FY 04  Alt 2:
	8,502
	858,752
	0.99%
	$197,279,000.
	$1,953,062.

	Smaller increase
	4.5%
	5.6%
	
	
	

	
	
	
	
	
	

	FY 04  Alt 3:
	8,673
	858,752
	1.01%
	$197,279,000.
	$1,992,517.

	Larger increase
	6.6%
	5.6%
	
	
	


Allocation under Bonus Factor - The change in the Bonus formula factor is based on total excess cases for all grantees eligible to benefit from this factor.  Like the Base factor, funding under the Bonus factor in FY 04 will be the same as FY 03 if the share is the same.  The share will be the same if the number of Excess cases increase or decrease the same percentage as the national change.  Unlike the Base factor, the number of Excess cases declined in FY 04 as compared to FY 03.  The number of Excess cases in FY 03 dropped by 7.3% from 10,580 to 9,807.   

Although the Bonus factor allocates only one-third the funding of the Base factor, each Excess case is worth almost thirty times more than a Cumulative case for the Base factor.  For example, for FY 04 the Bonus factor allocates 25% of the total formula portion of the appropriation, or $65,760,000, and is based on only 9,807 Excess cases.  While the Base factor allocates 75% of the formula funds or $197,279,000, it is based on 858,752 Cum cases.  For FY 04 the Base factor allocated $230 for each Cum case while the Bonus factor allocated $6,705 for each Excess case.  As a result of the relatively high value for each Excess case, HOPWA grantees that rely on the Excess case factor for funding are subject to large changes when the data are updated.

In FY 04 many EMSAs had significant shifts in their number of Excess cases because they had geographic area changes.  Funding for Excess cases does not necessarily increase as the EMSA increases in size and does not necessarily decrease if the boundaries shrink.  EMSAs with enlarged boundaries will have an increase in population and in AIDS cases, but if the population increase exceeds the increase in AIDS cases, the lower AIDS rate could result in a significant loss in funding.  On the other hand, an EMSA with a smaller area could have a smaller population and fewer AIDS cases—but have an increase in funding—if the new area had a higher Excess case rate.  

For some grantees the change in funding for Excess cases under the Bonus factor may simply be a result of updated AIDS or population data.  An EMSA may have the same boundaries in FY 04, but revised data may cause significant changes in funding.  While the CDC web site does not contain the special tabulation that they provided HUD, it does have data that show significant shifts that can occur with their 12-month estimates.

The following chart shows how changes in FY 04 funding compare with changes in the share of the total Excess cases for the Bonus factor.  The chart shows data for a hypothetical grantee in FY 03 with a 1% share.  It shows how the allocations vary if the share is the same or if the share increases or decreases by 0.1% in FY 04. 

Comparison of allocations based on changes in share of Excess cases

	Alternative
	Numerator

(pct change from FY03)
	Denominator (pct change from FY 03)
	Share of numerator compared to

denominator
	Total amount to be allocated 

(if FY 03 same as FY 04)
	Individual

Allocation

On bonus factor

	 FY 03
	106
	10,580
	1%
	$65,760,000 
	$657,600 

	
	
	
	
	
	

	FY 04  Alt 1:
	98
	9,807
	1%
	$65,760,000 
	$657,600 

	Same decrease
	-7.3%
	-7.3%
	
	
	

	
	
	
	
	
	

	FY 04  Alt 2:
	97
	9,807
	0.99%
	$65,760,000 
	$651,024 

	Larger decrease
	-8.2%
	-7.3%
	
	
	

	
	
	
	
	
	

	FY 04 Alt 3:
	108
	9,807
	1.10%
	$65,760,000 
	$723,360 

	Small increase
	2.0%
	-7.3%
	
	
	

	
	
	
	
	
	


Typical Formula change – net effect from multiple factors 

For FY 04 the HOPWA formula allocation was increased by 1.44%.  Individual grants varied from this base increase as a result of three main factors: geography service area change, the Bonus value computation, and updated formula data.  These three factors may occur in many combinations for grantees. A few examples may help to illustrate the net effect of formula change. 

No change in service area; no change in BONUS cases; change in formula data.  A grantee has no boundary change and no EXCESS cases in FY 03 or FY 04, so it receives no funds under the BONUS factor.  The funding depends only on the BASE factor.  For this grantee, the growth in the BASE factor (cumulative cases) is slightly below the national norm of 6.5%, so they have a slightly lower share on their BASE factor and lose a small percent of their funds.

No change in service area but BASE and BONUS factors change.  A grantee has no change in their service area but does have a change in both their CUM cases and their EXCESS cases.  The change is a result of updated data from CDC.  This EMSA grantee had slightly less than the average growth of 6.5% in CUM cases, so they had slightly less funding on the BASE factor.  However, they had a significant increase in EXCESS cases, even though the national norm was a loss in EXCESS cases, so they had a significant increase in the share of total EXCESS cases and, consequently, a large increase in funding under the BONUS factor.  The net result was a significant gain in funds.

Change in the service area but no change in the BONUS factor.  Some grantees with a geographic change have a very significant net increase in its CUM case.  This change is a net result of the increase by adding some counties and losing other counties. Many of these grantees have no EXCESS cases in FY 03 or FY 04, so this increase is a result of geographic change and updated AIDS cases in the BASE factor.

Change in service area and change in the Bonus factor.  Some grantees have a geographic change combined with a change in both CUM and EXCESS cases.  These EMSAs had a significant net gain in counties and CUM population.  However, with the counties added, their rate of AIDS cases drops more than the national average, so their EXCESS case figure falls.  If the loss under the BONUS factor is greater that the increase under the BASE, then the net result is a loss in funds.

Understanding formula change for individual grantees

On its website, the Office of HIV/AIDS Housing provides data to help explain the reasons for formula changes for individual grantees. The web page provides general information and links to other key tables for geographic and data changes for individual grantees.  The web site is: http://www.hud.gov/offices/cpd/aidshousing/programs/formula/serviceareas/index.cfm - data.

For each state there is a table that shows the geographic changes for each grantee within the state.  This chart is helpful in demonstrating not only the geographic changes for individual grantees but also the corresponding grantees that absorbed or relinquished the service areas involved in the change.

In addition, the web site provides formula funding information charts for FY 01 through FY 04. These charts illustrate the overall progress of the grant, including the BASE and BONUS factors and the percentage change for each year. The table also includes the formula data for the BASE factor (Cumulative AIDS data), as well as population and HIV rate data used to compute EXCESS cases.  

To the extent that the formula change is greater than the national 1.44% increase for FY 04, one of several factors is at work.  Check the state table to show service area changes.  Examine the Base and Bonus funding changes to determine which formula factor might be more responsible for the change.  The individual formula data are the final basis for change.  The preceding section on Base and Bonus factors provides a model for examining how a shift in share of the total denominator explains the extent of funding.

For additional guidance on formula allocation information, a list of available TA providers has been posted on the HOPWA website, at http://www.hud.gov/offices/cpd/aidshousing/programs/technical/taproviders.cfm
