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          Missouri RD AN No. 1396(1930-C)

May 16, 2002

           TO:  All Rural Development Managers and

                   Community Development Managers

                  /s/

     FROM:  GREGORY C. BRANUM

                  State Director, Rural Development

SUBJECT:  REQUESTING RESERVE FUNDS

PURPOSE/INTENDED OUTCOME:  To provide guidance for a consistent method for processing reserve fund requests.

COMPARISON WITH PREVIOUS AN:  This administrative notice replaces MO AN 1372 (1930-C) which expired March 2, 2002.

BACKGROUND:  As a result of a meeting with our housing partners, Missouri Council for Affordable Rental Housing, it was brought to our attention that we did not have a consistent method for processing reserve requests.  Since we have several management companies operating in more than one area, it is important to have a standard process for all of our rural rental housing borrowers.

IMPLEMENTATION RESPONSIBILITIES:  Effective immediately, all rural rental borrowers will be required to use the attached RRH Guide 56, Reserve Withdrawal Request, when requesting funds from their reserve account.  Borrowers should be reminded to be prudent in the management of their reserve account and to do a better job of planning capital expenditures during the budget process.  As a reminder, if the borrower planned in their budget to use their operating account to pay for some capital expenditures, they should not be requesting reserve account funds unless they are experiencing cash flow problems.  If they are experiencing cash flow problems, then they need to identify the cause and get it corrected.  It is our ultimate goal for our borrowers to have sufficient reserve funds on hand when major capital needs arise.  Reserve funds will not be authorized for normal operating expenses unless extreme circumstances occur.

As long as the borrower/management company is paying their vendors timely, we will allow the method of using withdrawal slips instead of checks for countersignature.  However, if reports are received from vendors about not being paid timely and we have documentation to support this, this privilege will be taken away and we will only accept checks for countersignature.

EXPIRATION DATE:

                                 
FILING INSTRUCTION: Preceding

        May 31, 2003                      
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