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Notice PIH 96-57 (HUD)

Special Attention: Issued: 7/31/96
Secretary's Representatives; State and Expires: 7/31/97
Area Coordinators; Public Housing
Office Directors; Native American

Programs Office Administrators; Public Cross References:
Housing Agencies; Indian Housing
Agencies

Subject: Guidelines and Procedures for Approving Housing Agency (HA) Request for

Higher Administrative Fees

PURPCSE. This Notice updates Notice PIH 95-3, which
extended Notice 93-63, and provi des updated gui del i nes
and procedures for State/area offices to foll ow when
approvi ng and/ or di sapprovi ng a housi ng agency's (HA)
request for an increase in admnistrative fees. Pl ease
note that the requests for increased admnistrative fees
may only apply to increases in the admnistrative fee
percentage as opposed to increases in the two-bedroom
Fair Market Rent (FMR).

GENERAL GUI DELI NES.

A An increase in admnistrative fees may only be
approved to cover higher admnistrative costs
incurred by the HA as a result of admnistering a
smal |l programor admnistering a programover a
| arge geographic area. The Departnent defines a
smal | programas one where the total certificates,
vouchers, and noderate rehabilitation units under
ACC are less than 200 in the current HA fiscal year;
and a | arge geographic area as an area covering
mul tiple counties which are predom nantly non-netro.
When an HA's jurisdiction covers multiple counties,
HA staff nust generally travel |ong distances to do
routine business (e.g. HX® inspections, rent
r easonabl eness).



The maxi mumadmni strative fee that the State/area
office may approve for both the certificate and
voucher prograns is the higher of the nonthly fees
which are listed under Colum A or Colum C fromthe
January 24, 1995 Federal Register . If the
State/area office determnes that the nonthly per
unit fee fromGColum A or Colum Cis not an
adequat e increase, the State/area office nmay submt
to Headquarters witten justification for a higher
fee for the HA

Any increase in admnistrative fees will only be

good for one HA fiscal year and is not retroactive
to a prior fiscal year, or to the beginning of the
HA's current fiscal year. The higher fee may only
be approved prospectively for a future fiscal year.

An HA cannot qualify for the higher admnistrative
fee if the HA projects that the Admnistrative Fee
Reserve (fornerly operating reserve) bal ance at the
end of the current budget year will exceed 20
percent of the projected admnistrative expenditures
for the next HA fiscal year (year in which the
higher fee is requested). In accordance with
Handbook 7420.7, Chapter 8, HAs are required to pay
any excess admnistrative expenses fromthe

Adm ni strative Fee Reserve.

If an HA's lease-up rate is bel ow 95 percent, the HA
must submt a statenment which explains the reason it
cannot achieve a 95 percent |ease-up rate. If the
reason is due to the HA's conpliance with Section
403(c) of the January 26, 1996 Conti nui ng Resol ution
whi ch required HAs to del ay rei ssuance of al

turnover certificates and vouchers resulting from
termnation of assistance to a participating famly
for the |l esser of three nonths or until Cctober 1,
1996, the HA then nmust include in its statenent the
nunber of turnover units.

New fundi ng i ncrenents are excluded fromthe
calcul ation of the | ease-up rate.

An HA can qualify for a higher admnistrative fee
if: 1) the HA's projected Admnistrati ve Fee Reserve
bal ance at the end of the current budget year will
equal 20 percent or |less of the program projected
adm ni strative expenditures for the next HA fiscal



year; and 2) the projected admnistrative fees to be
earned in the next HA fiscal year will not cover
proj ected adm ni strative expenditures.

HA PROCEDURES . The HA nust submt a request in witing
to the HUD State/area office for an increase in
admnistrative fees. This request nust explain why the
current earned admnistrative fees for the programare
insufficient to cover the program operating expenses.

The HA request shoul d i ncl ude:

A

The HA' s subsequent year budget, Form HUD- 52672 and
HUD- 52673 and a certification that the HA' s
projected Adm nistrative Fee Reserve bal ance at the
end of the current budget year will be 20 percent or
| ess of the projected admnistrative expenses for

t he subsequent budget year. The certification
shoul d specify the anount of the projected

Adm ni strative Fee Reserve bal ance and include a
statenent that funds in the Admnistrati ve Fee
Reserve will not be used for any housi ng purposes
other than the admnistration of the certificate and
voucher prograns.

The HA nust explain all wthdrawals shown on |line 78
in the Admnistrative Fee Reserve (formerly called
perating Reserve) section (Part 1V) of the nost
recent Form HUD- 52681, and subsequent withdrawals in
the current budget year. |In addition, the HA nust
certify that all funds w thdrawn fromthe

Admni strative Fee Reserve were used for Section 8
housi ng rel ated purposes. |If the HA fails to do
this, the State/area office shall reject the HA
request for a higher admnistrative fee.

The HA nust docunent and justify all admnistrative
expense itens found on the nost recent Form HUID
52681. This requirenent nmay be net by the

subm ssion of relevant invoices, payroll runs, and
travel expense schedul es that tie back to the Form
HUD- 52681.

The HA nust prepare an analysis of its ACC Program
Reserve Account to determne whether or not the
reserves are sufficient to cover the higher fees.
Amendnent funding will not be provided to cover the
hi gher fees; thus, the ACC Program Reserve Account
must be sufficient to neet the HA' s needs over the



remaining termof the ACC. It is critical that the
HA be aware of the financial repercussions of an
admnistrative fee increase prior toits
inplenentation. |f the ACC Program Reserve Account
is insufficient, the higher admnistrative fee
cannot be approved by the State/area office.

In Federal Fiscal Years 1995 and 1996, the
Departnment aut horized the use of ACC Program
Reserves to extend expiring certificate and voucher
increnents. Area (Ofices nust take into

consi deration the anount of ACC Program Reserves (if
any) used to extend an HA's expiring increnents to
determ ne whether the remai ning reserves are
sufficient to cover the cost of higher

adm ni strative fees.

For HAs that qualify for a higher admnistrative
fee, the Departnment will allow an increase in the
adm ni strative fee percentage up to the point that
the fee fully funds the HA's adm nistrati ve expenses
(with a ceiling equal to the higher of Colum A or
Colum C). This nmeans that the HA's year-end

Adm ni strative Fee Reserve Bal ance (for the HA
fiscal year in which the admnistrative fee was
increased) will not change fromthe previous year-
end Admni strative Fee Reserve bal ance except for
interest earned on Admni strative Fee Reserve

i nvest nent s.

At the end of the HA fiscal year in which the

adm ni strative fee increase was approved, the HA
must fully docunent and justify all admnistrative
expenses of the related Form HUD-52681. In

addi tion, a schedule nmust be submtted supporting
the calculations of the HA' s admnistrative fee at
the higher rate of Colums Aor Cfor its entire
certificate or voucher program This admnistrative
fee schedule will be part of the docunentation
submtted with the related Form HUD 52681. The
admnistrative fees earned at the higher rate wll
be put on Line 19 of the related form HUD 52681.



FIELD OFFI CE RESPONSIBILITIES. Before the request for
hi gher adm ni strative fees can be approved, the
State/area office nust review Part 1V, analysis of the
Admni strative Fee (Qperating) Reserve, on the nost
recent Form HUD- 52681 to determ ne the adequacy of the
Adm ni strative Fee Reserve. The HA nust have sufficient
funds to cover projected day-to-day expenses through the
remaining ACC terns. HUD staff nust verify the adequacy
of those funds by performng the foll owi ng anal yses:

A The amount on Line 80, net incone or deficit, should
be reviewed together with anount on line 80 for the
previous two years to determne whether the HA is
annual | y spending nore or |ess than the
admnistrative fees earned by the HA. If the HA has
not spent nore than the annual fees and the HA's
request does not identify any reasons why this wll
change in the next FY, an increased rate i s not
needed.

B. | f the HA has been running operating deficits, Line
85, Admnistrative Fee Reserve Bal ance, shoul d be
revi ewed agai nst recent annual deficits shown on
Line 80 to determ ne whether the Admnistrative Fee
Reserve is sufficient to cover simlar deficits for
the renmainder of the HA s ACCterm If the
Adm ni strative Fee Reserve is sufficient to cover
future deficits, and the HA' s request does not
identify any reason why this will change, an
increased rate i s not needed.

C The HA's analysis of its ACC Program Reserve Account
must be reviewed by the State/area office to
determ ne whether there are sufficient reserves to
cover higher admnistrative fees. |If the ACC
Program Reserves are not sufficient to cover the
hi gher fees, the higher rate cannot be granted.

D. The State/area office should reviewthe HA' s | ease-
up rate for the noderate rehabilitation, voucher,
and certificate prograns. HAs are expected to
docunent | ease-up rates that fall bel ow 95 percent
for the overall Section 8 prograns.

E It should be noted that if an HA al so admnisters a
Low Rent Public Housing (LRPH) program the
State/ Area office nust review the allocation of
costs between the Section 8 prograns(s) and LRPH
programto assure that the nethod of allocation is
reasonabl e and support abl e.



V.

FI ELD OFFI CE APPROVAL. If the HA's request neets all of
the criteria discussed in Sections Il and 1V, the

State/ area office nmay approve the higher admnistrative
fee. |If the HA s request does not neet all of the
criteria, but the State/area office believes the

adm ni strative fee should be increased, the State/area
office nmust submt to Headquarters witten justification
as to why the higher admnistrative fee should be
approved. Likewi se, if the HA' s request neets the
criteria for a fee increase, and the State/area office
anal ysis discloses that the fee rate in Colums Aor Cis
not an adequate increase, the State/area office may
submt to Headquarters witten justification for a higher

f ee. Fees that exceed the adm nistrative fee rates from

Colums A or C nust be approved by Headquarters.

If the State/area office approves the HA' s request for an
increase in admnistrative fees, the office shall

restrict the use of the Admnistrative Fee Reserve
account to expenditures for Section 8 housing purposes.

The State/area office nust notify the HAin witing as to
whet her the hi gher fee has been approved or di sapproved.
In addition, the State/area office nust send a copy of
its approval or disapproval of higher admnistrative fees
tothe Ofice of Rental Assistance, Attention: Fi nance
Di vi sion.

END OF THE YEAR REVIEW After the HA submts its Form
HUD- 52681 covering the HA fiscal year in which the higher
fee is earned, the State/area office nmust review the Form
HUD- 52681 to determne if the higher fees were actually
warranted. The State/area office nust reviewthe

Adm ni strative Fee Reserve Bal ance to nake certain that
it does not exceed 20 percent of the current year's

proj ected operating expenses. |If the State/area office
determnes that the HA has received an over paynent of
admnistrative fees, or if HJU owes the HA additi onal
fees, the overpaynent/underpaynent should be handl ed in
accordance with the procedures found in 7420.3 REV-2 CHG
14.

SUBSEQUENT YEAR REQUESTS. If the HA needs a higher
admnistrative fee for the next HA fiscal year, the HA
must again send a request in witing to the HID
State/area office. The request should be submtted with
the HA' s subsequent year budget. The request shoul d be
inthe formof a certification by the HA s authori zi ng
official that (A) the HA' s projected Admnistrative Fee
Reserve Bal ance at the end of the current budget year
wll be equal to 20 percent or |ess of the prograns'
projected admni strative expenditures for the next HA




VI,

fiscal year; (B) the projected admnistrative fees to be
earned in the next HA fiscal year will not cover
projected admnistrative expenditures; and (C the | ease-
up rate for the past HA fiscal year was at |east 95
percent. |If the lease-up rate is |less than 95 percent
the HA nust submt a statenent which explains why the HA
was unabl e to achieve the 95 percent |ease-up rate. The
HA is not required to submt the detailed supporting
docunentation that was required with the HA's first
request for increased admnistrative fees. Upon receipt
of certification of itens (A, (B), and (Q, the

State/ area office may agai n approve the increased
admnistrative fees for the HA s subsequent budget year.

EXAMPLE. See Attachnent | for an exanple of an HA
request for an admnistrative fee increase.

CONTACT. For additional information or clarification
pl ease contact the Finance D vision at (202) 708-2934.

At t achnent

s/

Kevi n Emanuel Marchman,
Acting Assistant Secretary for
Public and | ndi an Housi ng




ATTACHVENT

Exanpl e:  Housing Authority of Anytown
Request for Adm nistrative Fee |ncrease
Voucher Program
For Fiscal Year Beginning 7/01/96-HA FY 1997

The following information i s provi ded at 4/ 30/ 96:

Projected Admnistrative Fee Reserve Bal ance at FYE 6/30/96 is
$8, 000

Nunber of Units in Program= 100

Pre-1989 units = 50, Post 1988 units = 50

2 BR FMR = $368

Proj ected adm ni strative expenditures for FY 1996 = $50, 000

1. The Adm ni strative Fee Reserve bal ance at FYE 6/30/96 is
$8, 000, bel ow the floor of $10,000 (.20 X $50,000). The
HA requests an admnistrative fee increase for FY 1997.

2. The HA provides the follow ng docunents to the HUD
State/area office:

a. A formal request for an admnistrative fee increase
for FY 1997 and the reason for the increase. The
i ncrease can only be accepted if the higher
admnistrative costs incurred by the HA are caused
by either admnistering a programover a |arge
geographic area or a snall program (under 200 units

for the certificate, voucher and noderate
rehabilitation.

b. A wor kpaper certification show ng that the
Adm ni strative Fee Reserve bal ance at FYE 6/ 30/ 96
will be equal to or below 20 percent of the
proj ected admni strative expenses for FY 1997.

C. The Form HUD-52681 for the FYE 6/30/95 wi th copies
of invoices, payroll runs and travel expense
schedul es that tie back to that specific Form HUD
52681. If the HA has withdrawn funds formthe
Adm ni strative Fee Reserve during FY 1996, the
pur pose of the withdrawal (s) nmust be expl ained. The
HA nust explain the allocation nethod for all
i ndirect costs charged to the Section 8 program

d. An anal ysis of the ACC Project Reserve Account which
docunents that the reserves are sufficient to cover
the higher fees w thout cost anendnents.



The Area (0fice when determning the ACC Project Reserve
Account nust take into consideration the (if any) anount
of reserves used to extend an HA's expiring increment(s)
to determ ne whether the remai ning reserves are
sufficient to cover the higher admnistrative fees.

The HUD State/area office reviews the submtted
docunmentation fromthe HAto: (1) see if the prograns's
adm ni strative charges and Qperati ng Reserve wi thdrawal s
and deposits are reasonable, and (2) conpl etes the steps
listed under the State/area Ofice responsibilities in
Section |V.

The HUD State/area office concurs with the HA's
admnistrative fee increase request and cal cul ates the
maxi mum adm ni strative fee percentage for the HA in FY
1997 based on the HA' s FY 1997 proj ections:

a. The State/area office calculates the admnistrative
fee using the nonthly per unit fee anmount published
in the January 24, 1995 Federal Register based on
full |ease-up:

100 units X 12 nonths = 1200 Uk

The proration between the HA' s pre-1989 and post
1989 units is evenly split at 50%

Col um A Col um C
600 Uk 600 Uk
X $35.10 x $20. 83
$21, 060 $12, 498

The HA is only entitled to $33,558 in adm nistrative

fee. For FY 1997, the HA projects admnistrative
expenses to be at $50, 000.

Usi ng the higher fee amount from Columm A the HA
will be able to receive an admnistrative fee of
$42, 120 (1200 UM x $35.10)

b. The State/area office may only approve the hi gher of
Colums Aor C If the State/area office believes
that the HAis entitled to receive a fee higher than
Colums A or C the HA' s request and State/area
office justification nmust be submtted to
Headquarters for approval.



The State/area office cal cul ates the br eakeven
adm ni strative fee percentage needed by the HA to
cover the FY 1997 projected admni strative expenses
of $50, 000 assuning full |ease-up.

100 units x 12 UM X 368 X unknown = $50, 000
1200 UMs X $368 2br FMR X unknown = $50, 000
$441, 600 X unknown = $50, 000

unknown = $50, 000/ 441, 000

new hi gher adm nistrative fee percentage = 11. 34% of
the 2br FMR

The higher fee of 11.34%of the 2br FMR woul d have
to be approved by Headquarters. The State/area

of fice shoul d not delay approval of the HA s budget
pendi ng Headquarter's approval of the higher fee.
The budget shoul d be approved at the hi gher of
Colums A or C If Headquarters approves a fee

hi gher than the fee rates of Colums A or C the
higher fee will be retroactive to the begi nning of
the HA's fiscal year, and can be clained by the HA
on its Form HUD 52681.

The following information is avail able at FYE 6/ 30/ 97:

Act ual

occupancy for FY 1997 - 95%

FY 1997 actual adm nistrative expenses = $48, 000
FY 1998 projected adm ni strative expenditures = $55, 000
Qperating Reserve floor (48,000 X .20) = $9, 600

1

HA calcul ates their fee rate on the actual occupancy
during FY 1997:

a. Cal cul ate the admnistrative fee earned and conpare
it to the actual admnistrative expenses incurred:

Actual expenses incurred = $48, 000
Fee earned under the regular rate:

1200UMs X . 95% = 1140 UM
1140 * .50% proration between pre-1989 and post-1989

Col um A Col um C
570 U\s 570 U\s

X $35.10 x $20. 83
$20, 007 + $11, 873

10



D fference: $48,000 actual expenses
| ess $31, 880 actual fees earned
($16,120) loss if the HA was not given
t he hi gher fee increase

b. Wth actual adm nistrative expenses of $48,000 and a
maxi mum ear ned fee of $40, 014 using the higher rate
fromColum A or C (95 x 12 UK x $35.10), the | oss
on operations will be $7,986 for FY 1997,

Maxi mum Adm ni strati ve Fee Earned = $40, 014

Actual Admi nistrative Expenses = ($48, 000)
Loss on operati ons: ($7, 986)
C. | f Headquarters approve the higher fee based on

11. 34% percent of the 2-BR FMR the admnistrative
fee earned is $47,574 (1140 UMs X $368 2br FMR X
11.34% . The loss on operations will be $426.

The HA submts the HUD- 52681 for the FYE 6/30/97 to the
HUD State/area office for approval. The HA nust once
again fully docunment and justify all admnistrative
expenses. |If the State/area office believes that sone of
the admnistrative expenses are not justified, the
increased adm nistrative fee percentage of 11.34 may be
reduced down to the higher rate of Colum A or Colum C
or to the actual allocation of fees that the HA was
entitled as published in the Federal Register Notice
dated January 24, 1995. |If the State/area office
bel i eves that the 11.34 percent fee is justified, the
State/ area office nmay approve the Form HUD 52681.

If the State/area office approved a higher admnistrative
fee percentage on the HA' s budget for FYE 6/30/97, and
the HA' s subsequent subm ssion for the Form HUD 52681 for
6/ 30/ 97 reflects a nmuch higher Adm nistrative Fee Reserve
bal ance than the operating reserve that was projected,
the State/area office shall make the necessary
adjustnments to the admnistrative fee percentage on the
HA's Form HUD- 52681 for 6/30/97.
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Even if an higher admnistrative fee percentage is
approved on the HA's budget, all criteria nmust be net at
the tine the HA submts its Form HUD 52681 for the year
in which the higher fee is paid. |If all criteria are not
met at year-end, the State/area office nust nake the
necessary reductions to the admnistrative fee on the

HA' s Form HUD- 52681.

If the HA needs a higher admnistrative fee for FY 1998,
the HA nust again send a request in witing with a
certification by the HA's authorizing official that the
HA's projected Admnistrative Fee Reserve Bal ance at the
end of the current budget year will be equal to 20
percent or |less of the projected admnistrative
expenditures for the next HA fiscal year
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