Special Achievement
The Chairman’s Challenge

Overview:

Financing rental housing and overseeing affordable housing assets lies at the core of MassHousing’s
statutory mission. Like many other HFAs that are strong participants in the rental housing arena,
MassHousing’s activity in the financing and oversight of rental housing development dates back to the
heyday of HUD financing, beginning with programs such as Section 236 and Section 8. These federally-
dominated programs have long since yielded their respective roles in the production of new affordable
housing, yet much of MassHousing’s multifamily infrastructure was still geared towards the asset
management requirements defined by these programs. Nearly four decades of tilling the fields of its own
portfolio had also led to some organizational anomalies with unintended consequences. By late 2007, it
became clear that a reexamination of this area of the Agency’s operations was indeed overdue.

The first dichotomy was evident in the distinction that had been established between the preservation of
rental housing that was in MassHousing’s existing portfolio versus that outside of MassHousing’s
portfolio. For example, in an effort to conserve its scarce volume cap resource, MassHousing generally
did not allow the use of volume cap (and the associated 4% tax credits) on properties that were already
within the MassHousing portfolio. Over time then, two lending groups had grown up within the Agency,
centered largely on this division of resources. Looking ahead, the impact of increased demands for
putting a greater emphasis on preservation, as well as the long-term impacts of hosting two lending areas
under one roof needed to be analyzed.

This was just one example — of practices that had worked for a time — but upon closer analysis no longer
had a coherent purpose. It was the confluence of similar factors that compelled the Agency to a fresh
examination of its operations. Ultimately, the directive and focus for this examination came in response
to a challenge issued by the then-Chairman of MassHousing’s Board, Michael Dirrane. Simply put, the
Chairman challenged the leadership of the Agency to embark on a comprehensive effort to reexamine
every aspect of MassHousing’s way of doing business in the rental arena. The goal of this examination
would be to create new goals, policies and procedures which would make MassHousing more responsive
to the demands of modern day rental lending while at the same time maintaining the Agency’s
longstanding adherence to its affordable housing mission.

Chairman Dirrane issued his challenge at a MassHousing Board meeting in December 2007. Not long
after this — the Deputy Director of MassHousing was drafted as the point person in this effort to be
supported by a steering committee of other senior staff as well as a core group of “team captains” who
would help shape and define the specific analysis of current practice and begin to help form the
recommendations for change that would result.

The Listening Tour:

The first step in any analysis of how well an organization is functioning is to listen to an honest
evaluation of the organization by its business partners. In this case, MassHousing’s executive staff sought
out the information from a number of distinct sources: (1) the Rental Housing Association (RHA) — a
part of the Greater Boston Real Estate Board populated largely by for-profit rental housing operators; (2)
the non-profit sector, particularly the strong, Community Development Corporation community in
Massachusetts and; (3) other rental housing participants willing to invest the time to offer an honest
critique of the Agency.

This listening tour lasted a full three-months and shortly thereafter, the Agency issued a 20-page report
containing 29 recommendations for further exploration as the effort of the Chairman’s Challenge to
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restructure the Agency’s rental business operations. The recommendations were grouped into six different
categories:

Streamline — Unite the two different underwriting groups (rental development lending and preservation
lending) within the Agency under a single roof with a single set of standards.

Simplify — Reduce some of the more cumbersome aspects of the Agency’s Rental Management
mechanism — specifically as it relates to ongoing relationships and interactions with owners and
management companies. There would be particular attention paid to the rent increase review process.

Preserve — Place increased focus on addressing preservation issues, by taking a proactive approach to the
coming “wave” of preservation demands and at the same time, address the capital needs of properties
within the Agency’s existing portfolio.

Innovate — Continue to use the financial strength of the Agency as a catalyst for change in the larger
multifamily lending arena in Massachusetts by extending soft loan availability for preservation purposes,
intermediate capital needs and improved handicap accessibility.

Engage — Reestablish the Agency’s Multifamily Advisory Committee. This Committee, established in
MassHousing’s statute to help advise the Agency on its multifamily lending priorities, had been dormant
for several years. Engagement in this case includes outreach to the rental community, including the non-
profit community, and makes a more concerted effort to pursue new business opportunities more
aggressively.

Partner — Foster better relationships with other governmental, quasi-governmental and private housing
actors in the Commonwealth, encouraging new partners to join the housing equation.

The Chairman’s Challenge report was delivered to the Agency Board in April 2008. Fiscal Year 2009
then saw a determined focus within the Agency’s rental operations on meeting the goals of the
Chairman’s Challenge.

Organizational Approach to the Chairman’s Challenge:

For each of the six categories identified in the Chairman’s Challenge MassHousing assigned a “Team
Captain” who was in charge of analyzing the recommendations of the Chairman’s Challenge report and
devising ways to bring those recommendations forward. Further, the entire effort was overseen by a
Chairman’s Challenge Steering Committee which consisted of the six Team Captains, the Agency’s
Executive Director, General Counsel, Director of Rental Development (Lending) and Director of Rental
Management (Asset Management).

While each of the teams was designed to focus on the specific recommendations of the Chairman’s
Challenge report, as it turned out these teams had additional ideas of their own to bring forward. For
example, the team charged with streamlining the Agency’s lending operations concluded that in addition
to organizational difficulties, overall communication in the rental arms of the Agency needed to be
improved. As a result, their recommendation that a “Multifamily Focus Day” be held monthly was
implemented. This provides all of the major Agency players in the rental area to focus on setting the
rental agenda, address areas of crosscutting responsibility, and develop new policy initiatives in an
extensive (about three hours) monthly meeting.

Furthermore, as part of the streamlining process, the Agency reached out again to the Rental Housing
Association which provided the Agency with ample commentary in an extended letter setting forth the



HFA: MassHousing
Entry Name: The Chairman’s Challenge

RHA’s views. As a result, the Agency is meeting on a monthly basis with the members of the RHA with
quarterly assessments of progress to date taking place at the RHA/Agency executive level.

The Results:

The Chairman’s Challenge represents an effort of continuous, incremental improvement in every aspect
of the Agency’s rental operations. To that extent, it is an ongoing effort that will continue for as long as
the Agency operates in the rental arena; but at the same time it is a defined effort that has specific goals
and desired outcomes. Thus far:

e The Agency has been restructured to let “lenders lend” and “managers manage” by creating a single
underwriting group headed by the Director of Rental Lending, who is now responsible for all aspects
of Agency lending;

e A new Rental Operations group has been created to serve as an underwriting check and to deal with a
number of rental issues that previously had difficulty finding a home in either Rental Management or
Rental Lending;

o The “Distressed Properties Initiative” seeks to use scarce Agency resources to address and prioritize
the capital needs of troubled properties within the Agency’s existing portfolio.

e MassHousing has created a new position — that of Ombudsman — reporting directly to the Deputy
Director. This came in response to a request from both borrowers and clients that they have one
central place to bring issues of concern. The Ombudsman serves as a liaison between the Agency and
owners, developers, property managements and consultants. In addition, the Ombudsman plays a key
role by presenting new initiatives to make the Agency more ‘user-friendly’; new customer service
training programs for Agency staff are already underway.

MassHousing’s efforts around the Chairman’s Challenge have been far-reaching and meaningful. The
goal of enhancing and strengthening relationships with existing business partners has been reached as has
the effort to develop new partnerships with other agencies. Perhaps most importantly, MassHousing is
reviewing all of its rental management practices to ensure that they indeed have value for all of the parties
involved. Just saying, “That’s the way we’ve always done it” isn’t good enough — the Chairman’s
Challenge made sure of that.

Given the increased competition that MassHousing faces in Massachusetts for lending opportunities — it
was crucial that the Agency find a way to take a hard look at the work it was doing in the rental housing
arena — and ensure that its programs and services were responsive to customer — and potential borrowers’
needs. If MassHousing was viewed as tired and bureaucratic — as a place where “government red tape”
made interactions difficult — it would chase away the new business it must ensure that it retains.
MassHousing needs to lend — so developers will built — and the continuing goal of increasing the supply
of affordable housing in Massachusetts is met successfully. MassHousing is well positioned as quasi-
public agency — through the work of the Chairman’s Challenge — to continue its good work for many
years to come.



