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Thank you for your help in making ORCF’s Interest Rate Reduction Loan Modification (IRR) program such a great success.  Now that the IRR program has been operating for a few years, ORCF has some helpful information to make the process even quicker for everyone involved.

Document Submission
When submitting documents to ORCF during any stage of the IRR process, keep all exhibits separate.  Do not combine them into one PDF.  Do not use long file names or special characters other than hyphens, underscores, and periods.  Do not add cover sheets to your exhibits.

You may need to submit documents to HUD via multiple emails if the attached files exceed 10MB.  You may also submit documents to ORCF via an online file transfer system. 

Lender Analysis and Recommendations
Use the most recent template available on ORCF’s website.  Do not add a cover letter, table of contents, or any other additional pages to the beginning of the Lender Analysis template.

Recorded and Other Final IRR Documents
After HUD issues the Final Approval Letter and you have completed the IRR, please remember to send the final IRR documents back to ORCFLoanModification@HUD.gov.  The email should include the recorded Modification Agreement, Allonge, and Final Approval Letter.  Be sure to include the effective date of the modification and the date of recordation.  If there was no need to record a Modification Agreement because the security instrument does not state the interest rate, please explain this in the email and include the other attachments.

This information is used to update all of HUD’s systems with the modified interest rate, and is a critical part of the IRR process.

Project Capital Needs Assessment (PCNA)
A PCNA is only required for the IRR submission if a PCNA or comparable reserve analysis (e.g., as found in a 232NC application) has not been submitted to HUD in the previous 10 years.  This PCNA requirement is an IRR program requirement, and the existing regulatory agreement has no bearing on whether a PCNA must be submitted.

In order to start the IRR review as soon as possible, the PCNA can be submitted within 90 days of the IRR submission.  A sample PCNA special condition is as follows:

Prior to closing, the borrower and lender shall provide a certification that states they will submit a PCNA in accordance with the ORCF PCNA Statement of Work, as well as a timeline of repair completion with sources of funds.  The certification must state that the borrower and lender will submit these items to the lender’s assigned HUD Account Executive by [date 90 days from IRR submission].  The certification must also state that the borrower and lender understand that if HUD reviews the IRR package and issues a Preliminary Approval Letter, the PCNA and timeline for completion must be submitted to the HUD Account Executive, even if the loan is not modified.

Balance Sheets
Balance sheets are no longer a required IRR exhibit.

GNMA Guidance Letters
Although the lenders are responsible for compliance with any applicable GNMA requirements, ORCF does not require a GNMA Guidance Letter as an IRR exhibit.

Other Asset Management Actions
The IRR program is for interest rate reductions only.  The ORCF IRR reviewer will not combine other asset management actions with the IRR review.  Submit TPAs, AR financing, and other asset management actions to your assigned HUD Account Executive.  Existing asset management actions or issues that may impact the processing of your IRR must be addressed with your assigned HUD Account Executive prior to submission of the IRR.  When you submit the IRR for review, explain the plan you have worked out with your assigned HUD Account Executive for processing these actions concurrently.

Incomplete and Incorrect IRR Submissions
The IRR program is a streamlined program.  ORCF’s intent is to allow you and the borrower to modify your interest rate as soon as possible.  To accomplish this, ORCF needs IRR submissions to include all required exhibits, and expects the exhibits to be correct.

The exception for submitting an IRR without a required PCNA is explained above.  If extraordinary circumstances will not allow you to provide another exhibit at the time of IRR submission, you may email a request to provide an incomplete IRR submission to Corley.D.Audorff@hud.gov and ORCFLoanModification@hud.gov.  If ORCF agrees to review an incomplete IRR submission, a special condition will almost always be added to the Preliminary Approval Letter requiring that the missing exhibits be submitted prior to closing.

An incomplete or incorrect IRR submission very often results in severe closing delays and a great deal of anxiety over extension fees.  For example, the lack of a signed Survey Affidavit of No Change at the time of the IRR submission is a good indicator that a major issue is being pushed to the closing stage, after rate-lock has occurred.  

Under no circumstances will extension fees or other timing problems be sufficient grounds for HUD to close an IRR without resolving any issues to ORCF and OGC’s satisfaction.  Please carefully consider the circumstances surrounding any missing exhibits or other issues that have not yet been disclosed to HUD when deciding to rate-lock.  

Multiple Related IRRs
If you plan to submit six or more IRRs for projects with a common principal, please contact Corley.D.Audorff@hud.gov and ORCFLoanModification@hud.gov early during your preparation.  ORCF can modify the review process to save everyone a great deal of time.  This has already been successfully implemented multiple times.  

Thank you for participating in the IRR program.  ORCF wants this program to improve continuously for you and your borrowers.  If you have any suggestions, questions or concerns, please reach out to Corley.D.Audorff@hud.gov.  
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For existing projects, the Lender Narratives call for 3 full years of financial history plus any partial years.  Sometimes historical income and expense information is available for a subject facility, but the lender does not consider it applicable because a prior operator or owner kept different accounting or a facility’s operation has drastically changed.  The Lender Narrative should still include all of the prior three-year historical information and the underwriter should simply explain why some years are not applicable.  This historical information would be useful to HUD reviewers and loan committee members and provide a better overall picture of the recent history of the subject property.  Do not fill the historical tables with various trailing income and expense information in lieu of the needed 3 years of annual information.
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Production statistics for ORCF for Fiscal Year 2016 are available on ORCF’s web site:  FY 2016 Summary Statistics (here) and FY 2016 Closings (here) 
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ORCF is proud to announce Jason Roth as the new Workload Manager for the ORCF Closing Team!  Jason brings a wealth of experience not only as an Underwriter but as a Closing Coordinator for several years in ORCF and specifically the Section 232 Program.  Join us in congratulating Jason on his new role!
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1. FY 2016 Summary Statistics  
1. FY 2016 Closings
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Past Lean 232 Updates are available online.
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.
Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.
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.
Connect with HUD on Social Media and follow Secretary Castro on Twitter and Facebook.
If you wish to be taken off this mail list, please go here.
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