[image: image1.png]22z
NCSHA




August 27, 2009

Carol J. Galante

Deputy Assistant Secretary

Office of Multifamily Housing Programs

U.S. Department of Housing and Urban Development

Room 6106

451 Seventh Street, SW

Washington, DC  20410

Dear Carol:

Thank you very much for taking the time to meet with Garth Rieman and Ellen Lurie Hoffman in June to discuss the priorities of the National Council of State Housing Agencies (NCSHA) and the affordable housing work of the nation’s state Housing Finance Agencies (HFAs).  We appreciate your time as you take on the many challenges facing HUD.  I am sorry I was not able to join you and look forward to seeing you again soon.

As Garth and Ellen told you, NCSHA has significant concerns about HUD’s plans to solicit new bids for the administration of its project-based Section 8 properties in FY 2010.  We understand HUD must closely examine the cost-effectiveness of all its programs.  We recognize the need to ensure that the Performance-Based Contract Administration (PBCA) program is administered as effectively and efficiently as possible.  

As you advance your plans, we ask you to consider the state HFAs’ excellent track record as Performance-Based Contract Administrators (PBCAs) and the public benefits the program has provided under its current structure.  We urge you to retain the requirement that PBCAs must be public housing agencies (PHAs), establish a preference for state HFAs and other statewide PHAs, and give state HFA PBCAs with a history of outstanding performance a priority to enter into new contracts.

Since 2000, HUD has contracted with qualified PHAs to administer project-based Section 8 contracts.  Thirty-four state HFAs currently serve as PBCAs, drawing upon their years of experience in successfully financing and overseeing affordable rental properties.  

As PBCAs, state HFAs have produced significant savings for HUD over the years by providing high quality oversight services.  They have cut waste in the Section 8 housing assistance program, ensured that Section 8 properties remain in strong physical and financial condition, reduced the number and amount of improper subsidy requests, promoted increased compliance with HUD policies and procedures, and significantly reduced HUD’s costs and workload, while enhancing oversight of HUD-assisted properties.  As a result of the state HFAs’ successful performance, HUD staff members have been able to focus their attention on properties troubled by non-compliance and physical deterioration.  

NCSHA Recommendations for the PBCA Rebidding Process

We urge you to consider the following recommendations as you plan the PBCA rebidding process:

Continue to Limit Eligibility to PHAs

HUD’s decision in 2000 to invite only PHAs to apply for selection as PBCAs was a sound one and should be reaffirmed for any rebidding process.  PHAs, including state HFAs, have a public purpose mission to provide affordable housing and operate in an environment of public accountability.  Independent private companies lack this public purpose mission and public accountability.  

While HUD should permit PHAs to partner with private entities, HUD must make sure each PHA PBCA can adequately supervise and direct the actions of its private sector partner or partners.  HUD must not allow situations in which a PHA is a partner in name only and does not provide the expertise, oversight, and mission focus that first caused HUD to limit this role to PHAs.

HFAs and other PHAs serving as PBCAs redirect any net revenue they earn to affordable housing activities, including affordable housing preservation, homeless assistance, and first-time homebuyer help.  State HFAs also use net revenue to help them defray the administrative costs of the many programs that Congress and HUD have asked them to administer, such as the Tax Credit Assistance Program, with little or no compensation.  There is no guarantee and less likelihood that private organizations would invest net PBCA revenue in affordable housing.  By limiting the PBCA program to public agencies, HUD would ensure that all federal program funds are used for affordable housing activities.  

Finally, as you evaluate the overall cost effectiveness of the PBCA program, we encourage you to consider that state HFA PBCAs do not take the asset management fees to which they are entitled on properties they financed.  If those HFAs no longer serve as PBCAs, they will have to reinstate those asset management fees to cover their costs, thus increasing the federal government’s net cost of contracting with another PBCA.

Continue State-by-State PBCA Selection

We also recommend that HUD establish a selection preference for state HFAs and other PHAs that operate on a statewide basis when selecting a PBCA for that state’s portfolio.  State HFAs understand the owners, agents, markets, sub-markets, and unique housing needs throughout their states.  Local PHAs do not share the same comprehensive knowledge and understanding of statewide housing portfolios and markets.  They do not regularly come into contact with the properties, tenants, and other stakeholders that state HFAs do.  In addition, state HFA PBCAs can leverage and coordinate other federal and state resources under their control, such as tax-exempt bonds, HOME, and the Low Income Housing Tax Credit (Housing Credit), to address the physical and financial problems of these properties. 

As PBCAs, state HFAs act as HUD’s eyes and ears, performing a number of program oversight functions on HUD’s behalf.  Using state HFAs in HUD’s place puts the provision of services closer to the customer, leverages the familiarity the state HFAs have with the affordable housing stock in their states, and takes advantage of the relationships state HFAs have with state and local stakeholders. 

Give a Priority to State HFA PBCAs with Outstanding Performance

Finally, we urge HUD to give a consistent priority to state HFAs with a proven history of outstanding performance and which propose to continue serving as PBCAs at a reasonable price commensurate with their service.  Allowing highly qualified and experienced PBCAs to remain in their roles will further program continuity, stability, and success.  It will also protect the value of substantial investments PBCAs have made in equipment, leasing or buying space, systems, and personnel.  

We also encourage HUD to consider carefully the overall value of the quality of services it is receiving at a given price and not focus on price alone.  This work is too important to simply give it to the lowest bidder.  There are other important performance criteria that HUD should weight at least as heavily as the price when selecting PBCAs, including: public mission and accountability; quality of service; experience; expertise; staffing; knowledge of housing markets and properties; the ability to bring other program resources to bear on properties’ physical and financial challenges; and the capacity to develop and nurture relationships with property owners, managers, tenants, HUD, and other stakeholders.  

State HFAs look forward to continuing their long-standing and successful partnership with HUD to administer the PBCA program.  We appreciate your consideration of our recommendations and look forward to discussing them with you in person soon.  We will contact your office to request a meeting, but please do not hesitate to contact us if we can provide further information.
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Sincerely,

Barbara J. Thompson

Executive Director

