U.S. Department of Housing and Urban Development

Proposed FY’06 Budget

Section 8 Housing Certificate Fund
Issue:  HUD has contracted out project-based Section 8 contract administration (PBCA Contractors).  HUD seeks to use Section 8 funds to expand contract administration to include Non-Section 8 project based contract administration (Non-Section 8 PBCA Contractors).  HUD is seeking permission to expend $332 million from the Section 8 fund to cover the cost plus incentives of actual and proposed contracts.

Two issues are presented:  1) Is use of PBCA Contractors cost effective?  2) Is use of the Section 8 Certificate Fund for Non-Section 8 contract administration reasonable?

Analysis:  

1)  Internal agency cost-benefit analyses of the PBCA Contractors indicates that this work could be done for far less money if HUD staff were hired.  (See “After the Pact,” Government Executive, June 2003, page 65, copy attached.)  HUD’s Inspector General has challenged the agency’s estimate as inflated.  (See #99-PH-163-0002 at page 16.)  But even these inflated estimates indicate that we could save more than 30% by not contracting out.


The Senate Appropriations Committee report on HUD’s FY’05 budget urged the Department to reconsider the PBCA Contractors and to conduct an appropriate cost-benefit analysis (excerpt attached).  Rather than spending money to conduct an assessment of the PBCA Contractors, HUD has expended funds to start an A-76 study in preparation for contracting out the Non-Section 8 project based contract administration.  HUD proposes to complete the study using funds from Salaries and Expenses. 

2)  It remains unclear why the agency believes it is reasonable to use the Section 8 Certificate Fund for the administration of Non-Section 8 contracts.  Furthermore, with this proposal, the Agency is seeking to expand a method of servicing already found objectionable by tenant organizations.  (See  “Statement of the National Alliance of HUD Tenants” before the Commercial Activities Panel, Monday June 11, 2001;  and “After the Pact,” Government Executive, June 2003, page 62.  Copies attached.)  

The National Alliance of HUD Tenants (NAHT) has testified against the PBCA Contractors.  One of the problems faced by tenants involves an increase in bureaucracy caused by contracting out.  Tenants in Non-Section 8 developments include the elderly and persons with disabilities—vulnerable populations who may not be well positioned to navigate the additional bureaucracy.


Finally, it appears from HUD’s budget proposal that costs associated with contracting out will rise 229%, although the actual number of units subject to PBCA and Non-Section 8 PBCA Contractors will only increase 53%.  (Data from pages 529, 530 of HUD’s proposed budget.)

	Year
	Contracts
	Units
	$$
	Cost per Contract
	Cost Per Unit

	FY’05
	15,000
	775,000
	$101,000,000
	$  6,733
	$ 130.32

	FY’06
	
	
	
	
	

	    Added  

PBCAs 
	4,000
	287,000
	
	
	

	    Added

Non-Section 8 PBCAs
	3,772
	125,499
	
	
	

	FY’06 totals
	22,772
	1,187,499
	$332,000,000
	$ 14,579
	$ 279.58

	FY’05-’06 Change
	52%
	53%
	229%
	117%
	115%


Proposed Solutions:

1)  Congress should require HUD to conduct a cost-benefit analysis of the PBCA Contractors.  We are proposing a small pilot program involving no more than 100 FTE to compare both the cost and quality of the services as provided by HUD employees and Section 8 Contract Administrators.  


Attached please find a full proposal that includes discussion on how it meets the Presidential Management agenda, how it integrates budget and performance, methods for performance reporting and evaluation and more.  

In summary, the proposal would establish a pilot program covering five contracts.  Using staffing ratios similar to well performing contractors, the agency would dedicate no more than 100 FTE to directly administer these five Section 8 contracts.  Their work would be monitored by the same methods used to monitor the performance of outside contractors.  The pilot shall last for two years, and assessments of cost and quality shall be done at one year intervals.  

2)  Congress should not allow HUD to use funds from the Section 8 Certificate Fund for Non-Section 8 contract administration.  Furthermore, until HUD completes a cost-benefit analysis of the Section 8 PBCA contractors as set forth above, Congress should prohibit the use of appropriated funds to conduct or complete an A-76 study for the contracting out of Non-Section 8 contract administration.  

Conclusion:  A valid cost-benefit analysis will provide Congress with the information it needs to make determinations regarding HUD’s continuing requests for expenditure of scare Section 8 funds.  For additional information, please contact Carolyn Federoff, President, AFGE Council of HUD Locals 222, at 617/994-8264.

AFGE Council 222

June 2005


