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Lender Narrative Templates

Several lenders are modifying the Lender Narrative templates, which slows down our review process.  ORCF asks lenders to keep the following in mind when preparing their Loan Committee memos.

1. Please do not convert the template’s embedded Excel spreadsheets into images within the Word template, or use images from other exhibits such as the appraisal, as images do not allow us to quickly verify that the formulas are accurate.  

2. Please present charts in the manner noted in the Lender Narrative template.  For example, do not provide total dollars when the template indicates using dollars per patient day, or vice versa.

3. Please do not change any of the formatting (e.g. font, order, colors) in the template.  ORCF is very familiar with the templates and can move more quickly through lender narratives that have a consistent appearance.

4. Please do not delete sections from the template.  ORCF will have to check the lender narrative provided against the lender narrative template to see what is missing.  Once ORCF notices one thing is missing, ORCF will need to check line by line to ensure nothing else is missing.  If a section is not applicable to your deal, please keep the headings and write “Not Applicable.”  Please also keep the Program Guidance sections; they serve as guidance for everyone, including HUD staff.

5. Please do not combine sections, even if you feel like it makes sense for your deal.  Please present everything in the order that it appears in the lender narrative template.

Back to top
Categories of Lender Performance Measures with Examples

The Lean approach to business emphasizes continuous improvement, and we know that ORCF’s Lean-approved underwriters are themselves seeking to continuously improve their own processes.  To help foster that improvement, we have been monitoring lender performance and providing feedback, as we have discussed at various lender conferences.  Perhaps in part as a result of that feedback and ongoing dialogue, lender underwriting errors, overall, have dropped from nearly 25% at the start of the fiscal year to 15% in the current quarter.  Many lenders have made great strides to achieve no or minimal errors on their Firm Application submissions.  For any questions on lender performance, please contact Mary Walsh who handles ORCF Lender Relations at: Mary.V.Walsh@hud.gov.  

While we have streamlined the loan application in an effort to reduce errors and facilitate efficient processing, we still encounter errors in the submissions that can delay the underwriting. The general areas of concern are generally well known, but some have indicated that some specific examples would be helpful.  Thus, for lenders’ ready reference we are providing here some areas for consideration, with specific examples. 

Mathematical Calculations to Support Underwriting

Considers the lender’s technical accuracy of amounts used to support proposed loan.  Errors can include:

· Incorrect  or Inconsistent General Calculations (NOI/Trailing 12 months)

· Incorrect Amortization Values

· Sources and Uses /Mortgage Sizing Errors

Quality Control of Package 

Considers the completeness, internal consistency and general accuracy of information within the application or closing package, conforming to Lean processing. Errors can include:

· Wrong  Project Referenced (e.g. failure to update application from previous submission)

· Wrong Information on Project (e.g. wrong # beds/units; wrong address)

· Multiple Typographical Errors – (e.g. transposed numbers, misspellings)

· Obsolete Forms or Other Forms Used in Lieu of Standardized OHP Forms

· Failure  to Submit Required Exhibits or Exhibits Missing

· Failure to Provide Updated Financials

Responsiveness

Considers the timeliness of response by lender to requests from OHP for correction of deficiencies or additional information to complete underwriting review or closing processing. Errors can include:

· Failure to Respond without ORCF Reminders or within ORCF Timeframes
· Failure to Respond to All Items as Identified

Due Diligence of Facility’s Performance

Considers issues with the lender’s familiarity with the full scope of the facility in the lender’s underwriting review, especially applicable to existing facilities, warranting full explanation in the application with supporting documentation. Errors can include:

· Failure to  Addressing Ongoing HUD Enforcement/Compliance Issues

· Failure to Disclose/Address Patterns of High Claims (and Pending Litigation)

· Failure to Research/Address Ongoing State Survey Compliance Issues

· Failure to Address Other Pending Action Impacting the Risk Assessment of the Underwriting 

· Failure to Address Negative Trends in Facility Performance or Occupancy

Programmatic and Legal Issues

Considers issues that prevent programmatic or legal concurrence due to program policy and/or legal requirements to protect HUD’s interest.  Errors can include:

· Issues with Operator Lease and/or SNDA

· Issues with  License/License Holder

· Issues with Role of Management Agent

· Issues with Compliant Account Receivable/DACA/DAISA

· Issues with Acceptability of  Master Lease

· Issues with  Organization Documents or Structure of the Mortgagor or Operator

· Issues with Ground Lease/Secondary Financing

Third Party Technical Reports/Lender Assessment of Physical Asset

Considers problems with the accuracy, quality and reliability of third party technical report, problems with application of reports by the lender in underwriting and overall lender thoroughness in addressing the physical asset and proposed repairs.  Errors include:

· Appraisal/Market Problems/Issues
· Environmental Assessment Problems/Issues
· Title/Survey Problems/Issues
· Project Capital Needs Assessment Problems/Issues
· Poor Lender Site Visit Synopsis
· Lack of Detailed Scope of Work for Proposed Repairs

· Failure to Properly Explain Deviation from Third Party Reports (e.g. appraisal)
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Loan Modification Sample Documents and Application Submission Logistics

ORCF has posted a revised “Sample Checklist” and “Sample Format for Lender Analysis and Recommendations” to HUD.GOV (here).

The primary change on the checklist deals with the logistics of submitting a Loan Modification application.  Please submit all future loan modification submissions as an email with the documents attached to the following email address:  Leanwork@hud.gov.

If you have already begun to use the previous version of the “Sample Format for Lender Analysis and Recommendations” on a Loan Modification, ORCF will not object to you submitting the Loan Modification using that version.
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Sample DACA and DAISA Now Available on HUD.GOV

In response to the Public Comments received during the Section 232 PRA Document review process, the Deposit Account Control Agreement (DACA) and Deposit Account Instructions and Services Agreement (DAISA) were removed from the OMB-approval process.  In their place, ORCF has prepared sample documents for use by industry lenders available on HUD.GOV (available here sample DACA, sample DAISA).  These documents are only samples illustrating how existing program guidance may be executed.  

Back to top
FROM THE CLOSING CORNER

Reminders

1. Repairs – Prior to submitting evidence of repairs done as a requirement of closing, please be sure to pay special attention to the firm commitment exhibit detailing the repairs.  If the exhibit attached is not clear enough, lenders may always refer to the PCNA for additional details.  Clear photos, invoices, and organized submissions that evidence full completion will expedite review.

2. Forms – Unless otherwise directed, Lean 232 applications and closing documents should not use MAP Guide policies or documents.  For example, the Design Architect’s Certification from Appendix 5H of the MAP Guide is not applicable to Section 232 construction loans.  Before July 12, 2013, the Design Architect’s Certification posted on HUD.gov should be used.  On or after July 12, 2013, form HUD-91124-ORCF should be used.

3. Firm Commitment Amendment Requests – When submitting a request for amendment to the firm commitment, requests should come to HUD on the lender’s letterhead with adequate justifications and revised exhibits, if applicable. 

4. New 232 Documents and Future State of Legal Reviews - Beginning July 12, 2013 and in conjunction with newly revised 232 documents, all projects with Firm Commitments issued after July 12, 2013 will be required to use the new 232 documents found here.

As stated in the May 30, 2013 Email Blast, a one part review will replace the part 1 and part 2 process for all 232/223(f) and 232/223(a)(7)s with the exception of transactions involving accounts receivable financing or master leases (the review process for which will remain unchanged).  For projects using all new documents with Firm Commitments issued before July 12, 2013, OGC will defer review until after Firm Commitment is issued.  For all Firm Commitments after July 12, 2013, instructions on where to send closing packages will be included in the correspondence from the HUD Underwriter. 
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Document Links Included In This Blast

1. Sample Loan Modification Documents 
2. Sample Deposit Account Instructions and Service Agreement (DAISA) 
3. Sample Deposit Account Control Agreement (DACA)
4. New 232 Documents 
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Need to Reference Previous Lean 232 Updates?  Previous E-Newsletters (Email Updates) can be found at: http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare or further Lean 232 questions can be emailed to the Lean Thinking mailbox at LeanThinking@hud.gov 

Have your loan servicing colleagues joined our email list?  The Email Blasts contain information relevant to them as well.  You might suggest they sign up online. 

Past Lean 232 Updates are available online here.
Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov. 
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare. 

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mailing list, please go here. 

