
Office of Housing

Deputy Assistant Secretary for Multifamily Housing Programs

Proposed Reorganization Plan

I.
BACKGROUND:


During 2000, in order to improve program efficiency and effectiveness, the  Office of Multifamily Housing Programs was reorganized into five Headquarters Offices, each reporting to the Deputy Assistant Secretary (DAS).  Among the Offices created was the Office of Multifamily Development, which consists of three subordinate Divisions (Policy Division, Technical Support Division, and Lender Qualifications and Monitoring Division).  


The Office of Multifamily Development is currently responsible for assuring proper implementation and oversight of both the Traditional Application Processing (TAP) and the Multifamily Accelerated Processing (MAP) programs, and managing the functions of application processing and loan origination, along with functions associated with asset management.


In implementing the MAP program in May of 2000, the Department’s goal was to expedite and standardize the insurance application process for its most frequently used multifamily loan programs.  Similar to the Department’s Direct Endorsement program for single-family housing lenders, a key feature of the MAP program is its delegation of 

significant responsibilities to multifamily housing lenders for underwriting the loans that FHA insures.  To mitigate its financial risks, HUD developed controls and procedures complying with FHA’s underwriting standards.  

After approximately four years of operations under the foregoing organizational structure and a July 2002 GAO study entitled Multifamily Housing-Improvements Needed in HUD’s Oversight of Lenders that Underwrite FHA-Insured Loans (GAO-02-680), the Office of Multifamily Housing Programs is recommending an organizational change specifically concerning the Lender Qualifications and Monitoring Division within the Office of Multifamily Development.  

This Division currently performs three key functions: (1) establishes standards and policies for the approval and re-certifications of Multifamily MAP lenders, for participation in FHA programs; (2) reviews all MAP lender applications and re-certification and (3) assures that the MAP lenders are performing in accordance with the Department’s policies and procedures.

   
Based on the Department’s concurrence on all of the GAO’s recommendations in the previously mentioned study, the Department must strengthen and improve both the process for approving MAP lenders as well as monitoring of those lenders in order to minimize the insurance risk to the Department.  As lender oversight is one of FHA’s top priorities and the FHA multifamily portfolio continues to increase with a current unpaid principal balance exceeding $60 billion dollars, it is imperative that the Department ensure that this program and its lenders are properly approved and re-certified as well as objectively monitored on their activities to avoid minimal risk and abuse of the insurance fund.  

As the MAP program is similar to FHA’s single-family Direct Endorsement Program, the Office of Multifamily Housing Programs deems it important, appropriate and essential to establish a separate Headquarters office for these critical functions in addition to other risk analysis functions reporting directly to the DAS for Multifamily Housing Programs just as the Office of Single Family Housing has a separate office for these functions reporting directly to the DAS for Single-Family Housing Programs.   

II. Proposed Reorganization/Functions

In order to address the issue identified above, it is proposed that two organizational changes take place.

· Abolish the Lender Qualifications and Monitoring Division from the Office of Multifamily Development; and

· Establish an Office of Lender Activities and Program Compliance that will report directly to the Deputy Assistant Secretary for Multifamily Housing Programs.  The Office will consist of two Divisions: (1) the Lender Approval and Re-certification Division, and (2) the Quality Assurance Division.

The new organizations will perform the following functions:

(1) The Office of Lender Activities and Program Compliance will be responsible for establishing the standards and policies for the approval of Multifamily MAP lenders, and process approval and re-certification applications of lenders for participation in FHA programs as set forth in the Map Guide. The Office will also establish standards and policies for quality assurance for monitoring reviews of approved MAP lenders, and will implement/oversee such reviews as set forth in the MAP Guide. MAP program requirements are uniform throughout the country.  Lender approval and re-certification as well as monitoring and review procedures, findings and actions are to be applied uniformly and conducted in a timely manner.  

(2) The Lender Approval and Re-certification Division will, in accordance with the MAP Guide: 

1.   Develop standards and policies that relate to MAP lender approval and

      re-certification;

2. Provide guidance to MAP lenders and mortgages through the issuance of Mortgagee letters;

3. Review and approve/disapprove applications from MAP lenders seeking to participate in HUD loan programs;

4. Re-certify all active MAP Lenders that have been issued HUD approvals; and

5. Develop and maintain data systems associated with the approval and re-certification of lenders.


    (3) The Quality Assurance Division will 

1.   Develop and implement policies and procedures and provide advice and guidance on monitoring approved MAP lenders per the MAP Guide;

2. Develop and implement operating procedures and systems to assess lender performance and improve risk management;

3. Perform statistical analysis as the basis for performance measurement of mortgagees and for targeting reviews;

4. Schedule and implement monitoring reviews of approved lenders to assure proper application of established policies and guidelines;

5.   Issue written reports on all quality assurance reviews and ensure that these reports are issued in a timely manner;

6. Develop and establish standards for MAP lender quality control plans per the MAP Guide; 

7. Develop standards and policies and procedures for lender enforcement under the MAP Guide;

8. Plan and conduct training for Division staff in monitoring procedures;

9. Recommend amendments to statues, regulations and Handbooks, and participate in establishing program policy and procedures affecting lenders and multifamily products; and

10. Refers lender and other program participants to the Inspector General for investigation or audit, to the Department’s Enforcement Center for administrative sanctions, as well as various external agencies for possible licensing or other related violations.

III.
Staffing Plan
The Staffing Plan for the proposed Office of Lender Activities and Program Compliance is as follows:

1. Immediate Office of the Director

Position



Grade


Number

Office Director


GS-15


1*

Deputy Director


GS-15


1*

Program Assistant


GS-9


1*

2. Lender Approval and Recertification Division

Position



Grade


Number

Division Director


GS-15


1*

Program Assistant 

GS-7


1*

Appraiser



GS-13


2*

Project Manager


GS-13


2*

Construction Analyst

GS-13


2*

3. Quality Assurance Division

Position



Grade


Number

Division Director


GS-15


1*

Project Officer


GS-15


1

Quality Assurance Off

GS-14


2

Appraiser



GS-13


4* (one pos to be MS)

Project Manager


GS-13


3

Construction Analyst

GS-13


3







TOTAL
25

* To be merit staffed.

IV. 
Filling of positions

All staff in the current Lender Qualifications and Monitoring Division (both  

currently located in Headquarters and those out-stationed) will be reassigned to the new Office.  We would anticipate both the Office Director and Deputy Director would be filled through merit staffing.  A majority of these staff members will be assigned to the Quality Assurance Division.  Where appropriate, staff members with the ability to make “approval” determinations may be considered for reassignment to the Lender Approval and Recertification Division.  

V.        Implementation Schedule
            The reorganization will be implemented upon approval.  The anticipated target date for implementation is August 1, 2004.
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