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Introducing the new Multifamily Midwest Region

September 9, 2015

This document contains pre-decisional opinions, advice, and recommendations that are offered as part of deliberations necessary to the formulation of government
policies and processes. It is protected from disclosure under the Freedom of Information Act (“FOIA”) pursuant to the Deliberative Process Privilege under 5 U.S.C.
§ 552(b)(5). This document also contains commercially sensitive and confidential proprietary and trade secret information that is exempt from disclosure under
Section (b)(4) of FOIA, 5 U.S.C. § 552 et seq.

*PRE-DECISIONAL, PROPRIETARY AND CONFIDENTIAL*



MFH’s historic field model had 17 “hubs” and 50+ offices




Through MFT, we are moving to 5 streamlined Regions
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Multifamily for Tomorrow (MFT) has four components

Workload sharing

Transform Underwriter model and risk-based processing in
the way we Production

work

Account Executive and Troubled Specialist model
in Asset Management

Streamline Streamlined organizational structures in HQ and
our structure field




Workload Sharing

Workload Sharing

Transform L
Allows MFH to use existing

resources more efficiently and
we work creates flexibility to respond to
future volume changes

the way




Workload Sharing

Workioad per FTE by region

4x workload imbalance across
Hubs in Production and 3x in Asset
Management

Inconsistent customer experience
and expectations based on where
application submitted

Short-term demand spikes are nearly
impossible to handle

Staff can sometimes become
demoralized, feeling like they will
never catch up

Any application or asset can be routed
to teams with capacity anywhere in
the country

An even and more predictable
workload across every office

More consistent standards across
offices

Faster response to customers

Less dependence on location of
resources, creating flexibility in
future staffing

Less stress for staff in busiest offices



Underwriter Model

Underwriter model and risk-based

rocessing in Pr lon
Transform P >s1ng oductio

the way we

work Adopts industry best practices to
focus on the highest risk

applications, avoiding handoffs
and  re-work




Underwriter Model

= = “One size fits all” processing = Risk-based processing
— Equal time dedicated and same — Time and approach for processing

l.-ﬁ.& °0' approach used for low-risk and varies by application risk/complexity
‘o Og° high-risk applications — Highest risk/most complex
¢ — Applications randomly assigned to applications assigned to most
staff teams, without regard for level experienced staff
of expertise/experience — Simpler/less risky deals require less
review and often a single UW
‘ f = Multiple owner underwriting approach, = Underwriting model, with a single
‘ '\.'f ’ with several hand-offs and application owner who pulls in
V \' . duplication/re-work between various technical expertise/assistance and
' disciplines reviewers as needed

multiple contact points through the to-end knowledge of the application

= Highly variable customer service, with = Consistent point of contact with end-
G:'? application process throughout the review process

[



Account Executive Model

Account Executive and Asset

Resolution Specialist model in Asset
o Management
the way we

work

Will deliver better risk management
and clearer, more manageable roles




Account Executive Model

» Risk-based asset management » Risk-based approach fully embedded,
fﬂund|atil:rn laid through Sustaining our with most time and effort dedicated to
Investments (SOI) riskiest assets

= PMs struggle to manage breadth = Specialized, consistent roles improve
and complexity of their portfolios efficiency and risk management
— =120 discrete asset mgmt activities — Account Executives conduct basic

—  Insured. assisted and mixed- servicing of non-troubled assets

finance assets — Sr. Account Execs conduct servicing
of more complex non-troubled and/or
potentially troubled assets

—  Wide spectrum of performance
(troubled, potentially troubled, not
troubled) - Resolution Specialists focus on

* |nconsistent roles across Hubs remediating troubled assets
= Highly variable distribution of work, » Consistent, smooth distribution of
Il..-_ ranging from 25-100+ assets per PM assets across Account Executives and
Resolution Specialists

» PMs still spend time on all aspects of »  Allow focus on complex or troubled assets

et servicing = Shift select asset management activities to
ﬁ_ lenders and/or PBCAs



Streamline Organizational Structure

Streamlined Organizational
Structures in HQ and Field
Streamline

our structure Will enable and support the “way
we work” changes
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Streamline Organizational Structures

i = Fragmented, unwieldy = Streamlined, flattened organization
i t 1 organization structure structure
2 & iiid - Unmbnageahle spans of control at — 5-region model improves HQ/field
tit 1% HQ, with 17 Hubs and 6 HQ alignment, communications, and
| functions reporting to DAS performance and aligns with federal
— Thin, inconsistent spans of control regions
in the field (e.g., 1 manager over 2 — More robust field spans of control
staff), creating unnecessary layers improves field autonomy and
and stifling employee engagement empowerment
tplgtgd  ° Inconsistent, sub-scale operations = Site consolidation encourages
‘ }\u i i across 17 Hubs and over 50 consistency, reinforcing the “way we
L i X ], locations work™ changes while ensuring all
Fl‘i i locations have sufficient workload to
5 " 4

operate at scale
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Streamlined Organizational Structure

Program Systems Office of Multifamily Program
Management Office Housing =l LT L Administration Office
CAROLYN COCKRELL BEN METCALF PRIYA
Director Deputy Assistant Secretary JAYACHANDRAN
(ACTING)
Director

Office of Asset Mgmt & Offica of Supervision and Administrative support

Portfolio Oversight e e o
Office of Multifamily (OAMPO) g Recapitalization (OR) Df:cﬂe of Eie'df"ppnrt
an ps Director

: JANET GOLRICK
Production (OMP) NAMNCIE-AMMN BODELL (AETIHG}D
TED TOON (ACTING)

: ADAS
Director Director

Atlanta Regional Center Atlanta Regional Center

« Jacksonville Satellite = Jacksonville Satellite
11 Ghicago RegionalCencer
= Detroit Satellite = Detroit Satellite
« Minneapolis Satellite = Minneapolis Satellite
 ET—
= Kansas City Satellite « Kansas City Satellite
L New Yor Regionat Comer
» Boston Satellite « Boston Satellite
= Baltimore Satellite = Baltimore Satellite

San Francisco Regional Cntr San Francisco Regional Cntr

« [Denver Satellite * Denver Satellite
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Multifamily for Tomorrow (MFT)

The new model will deliver better service to
our customers

Faster, more consistent processing by focusing
expert attention on most challenging applications

* Improved customer service through clear
communication, consistency and flexibility

* More efficient use of r'esources and funding

Citizens * |Improved risk management process

= Meaningful impact in the lives of over 1,300,000
people

Tenants
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Midwest Region Leadership

Dan Burke
Director, Multifamily
Midwest Region

Mary Anderson
Director,
Production
Division

Debbie Gray
Director, Chicago
Asset Management
Division

Barbara Chiapella
Director, Detroit
Asset Management
Division/ Satellite
Office Coordinator

Paul Woxland
Director, Minneapolis
Asset Management
Division/ Satellite
Office Coordinator

Ryan LaFollette
Operations Officer
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Midwest Region Production

Mary Anderson
Director,
Production Division

Stephen Ott
Chicago
Underwriting
Branch Chief

Scott Greuel
Chicago
Underwriting
Branch Chief

John
Schneider
Chicago
Technical
Specialist
Branch Chief

Christopher
Nielson
Detroit
Underwriting
Branch Chief

Eric Golicz
Detroit/
Minneapolis
Technical
Specialist
Branch Chief

Ray Stiles
Minneapolis
Underwriting
Branch Chief
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Midwest Region Asset Management - Detroit Satellite

Barbara Chiapella
Director, Detroit
Asset Management
Division

Stephanie Carroll
Program Analyst

John Schuster
Account Executive
Branch Chief

Joshua Osborne
Account Executive
Branch Chief

Mark Dominick
Account Executive
Branch Chief

Sharon Seaborn
Account Executive
Branch Chief

Janice O’'Dell
Account Executive
Branch Chief

Susie Sapilewski
Asset Resolution

Specialist Branch Chief

16




Midwest Region Asset Management - Detroit Satellite

Slizézt??aegghej\t/i\:)snkl Vanessa Bearden
— | Program Assistant
Specialist Branch Chief g

Juan Cruz Jacqueline Fultz
Asset Resolution Asset Resolution
Specialist Specialist
Mary Mathis Kelly Mcintyre-

Asset Resolution Konkle
Specialist Asset Res. Spec.
Michelle Phelan Bonnie Spurling
Asset Resolution Asset Resolution
Specialist Specialist
Angela Witt Lisa Phillips
Asset Resolution Grant Specialist
Specialist
Kim Barnes
Mary Lou Account Executive/
Wiercinski Funding Specialist
Funding Specialist
Lou Anne SLO.'S VX”ght ¢
ST Ex(:zrc;ﬁ[:ve?é?;rr\]ts
Funding Specialist C
Specialist
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Midwest Region Asset Management - Detroit Satellite

Josh Osborne
Account Executive
Branch Chief

Ruby Jenkins
Program Assistant

Pamela Wildfong
Senior Account
Executive

Brenda Blaies
Account Executive

Cameron Asam
Account Executive

Shelly Cease
Account Executive

Jay Burns
Account Executive

Henry Plowden
Account Executive

Dori Pickett
Account Executive

Andy Uzzle
Account Executive
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Midwest Region Asset Management - Detroit Satellite

Mark Dominick
Account Executive
Branch Chief

Elizabeth Suvoy
— | Program Assistant

Alicia Brown
Senior Account
Executive

Joseph Davis
Account Executive

Kathy Coon
Account Executive

Rita Juergens
Account Executive
(Columbus)

Kristi Mathis
Account Executive

Leslie McDaniel
Account Executive
(Columbus)

Kim Newman
Account Executive
(Columbus)

Sarah Rockafellow
Account Executive

Harvey Yergin
Account Executive
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Midwest Region Asset Management - Detroit Satellite

Sharon Seaborn
Account Executive
Branch Chief

Willa Roberts
— | Program Assistant

Zena Farah
Senior Account
Executive

John Godin
Account Executive

Karen Ostrander
Account Executive

Mark Lathrop
Account Executive

David Kimball
Account Executive

Latrice Lyons
Account Executive
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Midwest Region Asset Management - Detroit Satellite

John Schuster Keri Wendell
Account Executive Program Assistant
Branch Chief (Columbus)
(Cleveland)
Phyllis Mitchell Jimmy Thomas
Senior Account Senior Account
Executive Executive
Theresa Lupo
Senior Account Jacqueline Darden
Executive Account Executive
(Columbus)
William Bayless Eric Swiatek
Account Executive Account Executive
James Sanfilippo

Account Executive
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Midwest Region Asset Management - Detroit Satellite

Janice O’Dell
Account Executive
Branch Chief
(Columbus)

Nina Craddolph
— | Program Assistant

Patricia Richardson
Senior Account
Executive

George Bush
Account Executive

Marla Sparks
Account Executive

Elina Felton
Account Executive

Barry Daroe
Account Executive

David Tentler
Account Executive

Kristin Padavick
Account Executive
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Multifamily for Tomorrow (MFT)

Electronic Mail

The new Multifamily Midwest Region is going electronic! In order to
streamline operations, we have established a centralized intake
process in Asset Management. We encourage all routine servicing
requests and correspondence which has been traditionally mailed to
Detroit and/or the Ohio offices to be submitted via email to
det.incoming@hud.gov.

All other correspondence should be sent to the emails below:
Monthly Accounting Reports (MARs) to det.mars@hud.gov
Grant information to det.grants@hud.gov

23
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’*H'I i’  RENTAL ASSISTANCE DEMONSTRATION (RAD)

4N pevEY

Public Housing Mod Rehab Rent Supp & RAP

2"d Component:
Non-Competitive, No-Cap (subject to
availability of TPVs)

15t Component: Competitive,
180,000 Units (lifted)
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Requirements for Prospective Conversions:

Active Rent Supp or RAP Contract
- Last MOR must be satisfactory or higher
- HUD DEC must not have an active referral for the property/owner. If the
RAP or Rent Supp contract is terminated due to enforcement action, the
property is not eligible for conversion
- The most recent REAC score must be 60 or above.
- Prior to entering into a HAP, inspect units to ensure compliance with HQS.
If the property does not meet HQS, the HAP will not be executed and
owner must enter into an AHAP until all repairs/rehabilitation are
complete.
- Owner must be in compliance with all fair housing and civil rights
requirements

25
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Timeline for Applying

- Should owners have questions on application process (Alicia Brown, Senior
Account Executive, alicia.j.brown@hud.gov)

- To express interest in conversion, email RAD2@hud.gov

- HUD MFH staff will work with owners to schedule a tenant briefing. HUD
staff lead the briefing but an owner/agent representative is expected to
attend.

- Tenant notifications consistent with the notice must be provided and owners
must take written and oral comments into consideration. The notice must
provide a 30-day tenant comment period (must begin 5 days following the
tenant briefing).

- Owners should contact a local PHA for a preliminary RAD conversation
(formal PHA consent will be granted later).

- After these activities are completed, owners submit the formal RAD
Component 2 application to RAD2@hud.gov.

26
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%l ¢ FISCAL YEAR 2014-2016 EXPIRATIONS

I el ] I
Rent Supp 12/31/14 Converted

Rent Supp 12/31/14 Converted

Rent Supp 12/31/14 Converted

Rent Supp 12/31/14 Conversion in process
Rent Supp 12/31/14 Vouchers

Rent Supp 12/31/14 Conversion in process
RAP 8/1/15 Converted

RAP L1/1/15 Converted

RAP [1/1/15 Tenant Briefing, Pending
31116

RAP 3/1/16 Tenant Briefing, Pending
416

AP e

o116

AP o11e

RAP 11/1/16 Tenant Briefing, 9/11

27
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Rent Supp/RAP Highly Concentrated in a Few States

CT
WA 1%

PA VA 2%
1% 3% Other
7%

2%
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AN DEVEY

- Why do this?

. Increased cash for operating expenses.

- Alternative to 223(a)(7) refinancing and a way to take
advantage of lower interest rates without incurring all
expenses associated with a refinance

- Previously refinanced 202s are eligible for this program and
will retain their eligibility for Option 4 contract renewals. If
these projects were to go through a second refinance they
would lose this eligibility.
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- Which properties are eligible?

- All FHA-insured properties that are outside of their lockout
period are eligible

- If prepayment penalties still apply these may not be added
to the loan balance

- After interest rate reduction the new loan must have DCR
greater than 1.05

- Owners should be in compliance with all business
agreements but if not, application must show how
compliance will be achieved as a result of this transaction.
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¢ INTEREST RATE REDUCTION

4N DEV‘—"

35
no‘
=1
’-z

- General points:

- Mortgage may be re-securitized with Ginnie Mae

- No terms of the mortgage besides the interest rate can be
changed. HUD may not change the mortgage maturity date
(unlike a 223(a)(7))

- For 202 properties with debt service savings accounts, debt
service savings from an interest rate reduction will be paid into
this account.

- Debt service savings resulting from an interest rate reduction
remain in the operating account. For properties with a Section 8
HAP contract any surplus cash at the end of the year will be
transferred to the Residual Receipts account and the next budget-
based renewal will use the reduced debt service.
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- Processing guidelines:

- Lenders/servicers are permitted to pay for all or a portion of the
Borrower’s prepayment penalties through funds generated from
Trade Profit. Excess Trade Profit may be retained by the lenders.

- No other Borrower costs may be paid by the lender without prior
written HUD approval.

- |f Trade Profit is being used to pay project expenses, fund the R4R
or the mortgagee is waiving normal expenditures full disclosure of
this must be made to HUD and the Borrower.

- No advances or loans may be made from the R4F for interest rate
reductions, except for funding a PCNA in order to determine what
amount should be deposited monthly.

- No costs are allowed for third party reports, lender legal fees, or
other lender costs. Borrowers may be charged legal fees for the
nominal work necessary.




¢ INTEREST RATE REDUCTION
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Applications should come to our office from the lenders to the
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- Application requirements
attention of Jacqueline Fultz, jacqueline.a.fultz@hud.gov (1 hard

Applications should contain
. Certification from the lender that they will obtain Ginnie Mae

copy and electronic)
Transaction summary detailing the projected change in interest rate
approval for prepayment of the security holders prior to

implementing any interest rate reduction
Verification from Ginnie Mae’s online database that the loan is not

subject to a lockout

DCR analysis at the estimated interest rate for the revised loan
- Sources and Uses statement disclosing all third party lender costs

regardless of who will pay for them
- If Trade Profit will be used for something other than mortgagee costs
or if the mortgagee is waiving normal costs a full disclosure of the

amount of Trade Profit.



mailto:jacqueline.a.fultz@hud.gov

- Application requirements (continued):
Most recent interim and year-end financial statements
Draft mortgage documents initially prepared by outside counsel for

review by HUD counsel which include:

Modification of Note
Modification Agreement
Pro Forma/Final date-down title policy endorsement to bring the

policy forward to the date of the modification
Current authorizing resolution and incumbency certificate of
Borrower and any GP or managing member confirming the org
documents are current and have not changed
. Certification from Borrower’s counsel that no additional changes will
be made prior to execution and/or recording of the revised
documents after HUD counsel approves them
PCNA if final endorsement was more than 10 years from the date of this
request, if the PCNA is older than 10 years old, or if we require it due to
low REAC scores, our knowledge of the property, or age of the property

Prepaid envelope for returning executed docs for filing
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- What to expect next:

- Legal documents will be forwarded to our Legal Division. We will let
you know if any revisions are needed.

- Remaining documents are reviewed in Asset Management for
compliance with the guidance for processing these transactions.
We will contact you if additional information is needed.

- Once the request is in an approvable form we will send an approval
letter.

- Modified documents must be provided to this office for execution
once the owner and lender have signed.

- Two copies of the final Modification of Note, recorded Modification
Agreement, and legal documents must be sent to this office.

HUD guidance regarding this process can be found at:
http://portal.hud.gov/hudportal/documents/huddoc?id=IRrevguidance0713.pdf
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- Benefits of the Interest Rate Reduction

Date Submitted Date Approved

S 4,442,896.00 2/12/2015 3/24/2015 4.99 4.33
S 5,125,000.00 2/26/2015 2/26/2015 5 3.8
S 7,238,972.97 3/17/2015 3/26/2015 4.55 3.7
S 4,175,380.70 3/17/2015 3/19/2015 4.63

S 2,145,551.44 3/17/2015 3/24/2015 4.28

S 3,380,892.20 3/17/2015 3/25/2015 4.55 3.7
S 1,467,749.09 3/17/2015 12/12/2014 6.2

S 3,818,244.07 3/16/2015 3/26/2015 5.02 4
S 2,159,662.00 3/10/2015 3/30/2015 5.5 4.1
S 3,187,500.00 3/31/2015 4/2/2015 4.7 3.8
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m IRR Updates

On April 17, 2015, HUD issued a policy update for the processing
of Interest Rate Reductions (IRR)
Addresses concerns with processing related to 202/223f debt
service savings, subsequent refinancing of 202 mortgages, use
of operating funds for an IRR and modification of a security
instrument.

http://portal.hud.gov/hudportal/HUD?src=/program offices/
housing/mfh

jil I“. {8 2y
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http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/mfh
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*° PRESERVATION
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. Types of requests:
Section 236 Prepayments/Decoupling — Office of RECAP

. 236preservation@hud.gov

- www.hudmfpreservation.net
Section 202 Prepayments — Detroit, Mark Dominick

Assignment of HAP Contract — Detroit, Mark Dominick
Consent Agreements to HAP Contract — Detroit, Mark Dominick
Section 8bb (transfer of budget authority) — Detroit, Alicia Brown
Section 214 (if use restriction in place) — Detroit, Alicia Brown

Efficiency/studio conversions — Detroit, Mark Dominick
Modifications to LIHPRHA Use Agreement — Detroit, M. Dominick



mailto:236preservation@hud.gov
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- Notice HUD 2013-17
. Benefits:
- Debt Service Reduction
- Amenities/programs for the tenants
- Rehabilitation
- Replenish reserves
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- Submission requirements
Executive summary of the transaction, including the
history of the property and ownership, proposed

refinance and repairs
- Application (HUD 9808)

Proposed Budget post-refinance
Detailed budget notes, required back-up

- Using new debt services
- Sample 202 Use Agreement

- Waiver requests (if applicable)
- Consent to 20-year HAP with Preservation Exhibit
- Source and Use of funds statement

Last 2 years financial statements
Notification to Tenants/Tenant Comments
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- Housing Notice H2014-14

- Property must have an active Section 8 HAP Contract to transfer (or
partially transfer)
- In compliance with all agreements

.- Tenant notification and comment procedures

. Could include transfer of the budget authority, with our without the
tenant (i.e. TPV)

- Relocation Plan in accordance with the Uniform Relocation Act

- Can be used new construction as well
- Owners can use the approval letter as a conditional commitment for
new construction or sub rehab
- The budget authority cannot be transferred until the units it will assist
exist (Certificate of Occupancy issued)

. Section 214 Transfers

HUD Detroit: Alicia Brown, alicia.j.brown@hud.gov, 313-234-7510



mailto:alicia.j.brown@hud.gov

Questions?

- Barbara Chiapella, Director, Asset Management /
Satellite Office Coordinator
- 313-234-7490, barbara.chiapella@hud.gov

- Susie Sapilewski, Chief, Asset Resolution Specialist Branch
- 313-234-7521, susie.sapilewski@hud.gov

- Mark Dominick, Chief, Account Executive Branch
« 313-234-7513, mark.rdominick@hud.gov
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