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Recommendations for Successful Implementation of Asset Management 

The nation’s Public Housing Authorities are in the process of transitioning to asset management, which potentially will improve overall management of public housing.  HUD’s overly prescriptive guidance on asset management, however, threatens to undermine the success of the initiative. To improve implementation, CLPHA, NAHRO, and PHADA make the following recommendations.
· Negotiated rulemaking on management fees should take place in 2009.  
The method of establishing a reasonable management fee should be developed though a negotiated rulemaking.  This process would mirror that used in the development of the Public Housing Operating Fund Final Rule.  The Final Rule already requires HUD to convene a meeting of stakeholders in 2009 in accordance with the Federal Advisory Committee Act to evaluate subsidy levels based on actual cost data.  

The industry groups have identified numerous flaws with HUD's proposed fees and the Department's methodology for establishing the fees.  Consequently, more time is needed to ensure fees are "reasonable" as required by the operating fund rule.  Expanding the scope of the meeting in 2009 to include management fees would provide time for PHAs to track their management costs under the new system.  The negotiated rulemaking committee would develop a methodology informed by this data.  Additionally, if warranted, data from housing authorities could be compared to the FHA fee schedules to take into account differences between PHAs and managers of privately-owned properties.
· HUD should be prohibited from restricting the fungibility of Capital Funds provided by QHWRA.

The Quality Housing and Work Responsibility Act (QHWRA) allows PHAs to transfer up to 20 percent of Capital Funds to operations with no further restrictions. In direct contradiction to this authorization, HUD has issued guidance that restricts the use of Capital Funds to “property expenses.”  HUD should be prohibited from refusing to allow the fungibility authorized by QHWRA.
The costs of transitioning to asset management will be significant.  Furthermore, housing authorities are in their third consecutive year of severe underfunding of the Operating Fund.  The flexibility provided by QHWRA is crucial to the successful conversion to asset management, as well as to the successful operation of public housing in the present funding environment.
· Asset management should not be mandatory for agencies managing between 250 and 500 units.

The Operating Fund Final Rule exempts housing authorities with fewer than 250 units from an asset management model.  This threshold should be raised to include agencies with 500 or fewer units.  This change would affect 441 agencies or about 14 percent of all housing authorities.

These small agencies generally have few properties, few staff and few financial resources.  They generally operate in small communities so they are easily managed as a single entity geographically.  Because conversion to asset management risks reducing efficiency and effectiveness for small agencies without compelling benefits, housing authorities with fewer than 500 units should have local discretion in deciding whether to convert.  
· PHAs should have until FY 2011 to meet strict limits on management fees.

Converting to asset management is the largest change to the way public housing is operated more than 30 years.  Housing authorities must restructure their organizations, retrain their staffs, and repurpose their physical assets as part of the conversion.  
The Public Housing Operating Fund Final Rule states that PHAs must be in full compliance with asset management by 2011.  Strict caps on management fees should not be imposed until this date. This point was reinforced by Chairman Christopher Dodd (D-CT) and Ranking Member Richard Shelby (R-AL) of the Senate Committee on Banking, Housing and Urban Affairs in a May 23 bipartisan letter to HUD Secretary Alphonso Jackson.  
