U.S. Department of Housing and Urban Development

PUBLIC AND INDIAN HOUSING

____________________________________________________________________________

 Special Attention of:                        


Notice PIH 95-62 (HA)

Public Housing Agencies;

Secretary's Representatives;                  

Issued: September 29, 1995

State/Area Coordinators;                     

Expires: September 30, 1996

Directors, Public Housing                    

Cross References:

Divisions; Field

Accounting Divisions

____________________________________________________________________________

Subject:  Elimination of the Maximum Allowable Operating Reserve for the

          Section 23 and Section 10(c) Programs

1.   PURPOSE

     The purpose of this Notice is to advise Public Housing Agencies (HAs)

     and Area Offices of the Department's decision to administratively remove

     the maximum allowable operating reserve level for the Section 23 and

     Section 10(c) programs. This Notice also provides instructions for

     modifying the Form HUD-52981, Statement and Voucher For Basic Annual

     Contribution - Leased Housing and Form HUD-52564, Operating Budget.

2.   BACKGROUND

     On June 23, 1995, the Department issued a Notice, PIH 95-44 (HA) ,

     transmitting a new Consolidated Annual Contributions Contract (ACC). All

     HAs that have projects that currently receive assistance under the

     Section 23 or 10(c) programs are required to execute the new ACC. The

     new ACC has eliminated previous language that led to the establishment

     of a maximum allowable operating reserve.

3.   APPLICABILITY

     This Notice applies only to the Section 23 and 10(c) programs. Maximum

     allowable operating reserves for the Low Rent Public Housing Program and

     the HA Owned/Leased Housing Homeownership Program (Turnkey III Program)

     were administratively removed by Notice PIH 95-7, issued February 9,

     1995. On April 10, 1995, the Office of Native American Programs

     published a final rule in the Federal Register that consolidated

     regulations for the Indian housing programs. Among other changes, the

     final rule removed the requirement for a maximum operating reserve from

     these programs.
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4.   IMPACT OF CHANGE

     a.   Form HUD-52981 - Line 9, Maximum Operating Reserve Approved, will

          be changed to reflect the actual operating reserve balance at the

          end of fiscal year being reported. When this proposed change has

          been approved by the Office of Management and Budget (OMB), a

          distribution of the revised Form HUD-52981 will be made available

          to PHAs and Area Offices.

     b.   Form HUD-52564 - No entry shall be made on line 740.

     c.   Budget Approval - No Section 23 or 10(c) Operating Budget requiring

          lease adjustment funding is to be approved that projects an

          increase in the operating reserve level unless prior Headquarters

          approval has been given.

5.   EFFECTIVE DATE - The provisions of this Notice apply to PHAs with fiscal

     Years beginning on or after January 1, 1995.

Assistant Secretary for Public and Indian Housing

