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[bookmark: _Toc433811798]Fiscal Year (FY) 2016 Mortgage Insurance Premiums
On October 2, 2015, the Office of Healthcare Programs and the Office of Multifamily Housing published a notice in the Federal Register (here) that announces no change in the Mortgage Insurance Premium rates (MIPs) for Federal Housing Administration (FHA) Multifamily, Health Care Facilities, and Hospital mortgage insurance programs that have commitments to be issued or reissued in FY 2016.  

FY 2016 MIPs are the same as in FY 2015.  This Notice does not apply to loans insured under the Risk Sharing programs of section 542(b) or 542(c) of the Housing and Community Development Act of 1992.

There are no changes to the rates, and therefore there is no comment period on this notice at this time.
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[bookmark: _Toc433811799]Implementation of Electronic Submission of Davis-Bacon Wage Rate Certifications
On October 5 2015, Mortgagee Letter 2015-25 (here) and Housing Notice H 2015-09 (here) were published on HUDClips regarding the Implementation of Electronic Submission of Davis-Bacon Wage Rate Certifications.  This Mortgagee Letter and Notice introduce an electronic means to submit the Davis-Bacon Prevailing Wage Payroll Certifications for federally funded and/or assisted construction projects receiving HUD grants, loans, loan guarantees and insurance. 

The software and systems tool is intended to improve HUD’s Davis-Bacon oversight and compliance by enabling the Office of Labor Standards and Enforcement (OLSE) to monitor and ensure compliance with Davis-Bacon wage rates for all HUD directly-administered projects (Multifamily, Hospitals, Residential Care Facilities, Rental Assistance Demonstration (RAD), Sections 202 and 811, and other assisted construction) that contain $2,000 or more in HUD funding or assistance. This web-based subscription service – called the Davis Bacon Electronic Certification Submission Program (“ECSP” and /or “Davis Bacon ESCP”) will be used on all in-house contracts where staff performs the administration and enforcement of labor standards compliance. 

The program will initially be implemented for new construction/substantial rehabilitation projects located in HUD regions VI (Southwest) and VII (Great Plains) that have yet to reach initial endorsement. (However, all program participants are invited to begin using the electronic submission of Davis-Bacon payroll certifications for the submission of Davis-Bacon wage reports submitted to HUD beginning on the first business day following 30 days after the date of publication of the Mortgagee Letter and Housing Notice. i.e. Wednesday, November 4, 2015.   

Use of the Davis Bacon ECSP will be mandatory for all Davis Bacon Payroll certification submissions after March 30, 2016 for all projects that are less than 50% complete as of that date. 
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[bookmark: _Toc433811800]Inspection Fees on 223(f) Applications Using the Optional Process for Delegated Administration of the Non-Critical Repair Escrow
If the Lender elects to take responsibility for the Non-Critical Repair Escrow administration on an application, HUD will refund the inspection fee.  Because the fee can be refunded, it should not be included in the transaction costs on the Sources & Uses on the MILC.  For the HUD Inspection Fee line item include $0, noting the election to administer the escrow.  The fee to pay the PCNA provider for the inspection/report after the repairs/improvements are completed may be treated as an eligible mortgageable cost.  As a reminder, the Lender’s Firm Commitment application must specify that the Lender will assume noncritical repair escrow administration on that particular transaction, and the Firm Commitment must include a Special Condition acknowledging that the Lender has been approved to administer the NCRE.

Please review Chapter 3 of the Asset Management portion of Handbook 4232.1, Non-Critical Repair Escrow – Chapter 3.2.4.G, for further details.  The logistics of requesting Lender approval are posted on HUD.GOV:  Request for Optional Lender Delegated Review and Approval Process (here).
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[bookmark: _Toc433811801][bookmark: _GoBack]ORCF Expects Racial Covenants To Be Removed
In ORCF, we have occasionally been presented with transactions in which some very antiquated and abhorrent covenant appears in the chain of title, restricting sale or occupancy of the property based on race, national origin or another characteristic protected by the Fair Housing Act.  We recognize that procedures for removing such covenants vary widely among states; in some states the process may be considerably more complicated and prolonged than in others.  

Nevertheless, ORCF expects covenants that run contrary to the Fair Housing Act or other civil rights laws to be removed.  To avoid delays in closing, the parties should discern early whether such covenants exist and, if so, immediately commence necessary actions to remove them.  Initiating this effort obviously involves having a title search conducted early in the application process.  In the event that, despite such timely and ardent effort, the parties are not able to timely obtain removal of the covenant, then, in order to avoid a closing delay, ORCF would expect those efforts to be clearly documented and would expect documents to be executed affirmatively acknowledging the unenforceability of such provisions and repudiating them.  
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[bookmark: _Toc433811802]Submission of Asset Management Requests and Transactions to ORCF
In many cases the Handbook requires direct lender involvement (e.g, transactions involving ownership changes, Asset Management Chapter 7), while in all—or nearly all-- other cases, even though not mandated, it is clearly good practice and extremely helpful to all parties.  In this regard, ORCF requests that Asset Management-related requests and transactions (including Non-Lender delegated R4R release requests) be reviewed and submitted by the Lender – not directly by the borrower, operator, or management agent.  
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[bookmark: _Toc433811803]Financial Statement Filing Extension Announced for Owners with 6/30/15 FYE Date Applies to Section 232
The global extension for submitting financial statements posted on HUD’s Real Estate Assessment Center (REAC) Financial Assessment of Multifamily Housing (FASS) system website (here) pertains to owners who have projects insured under Section 232.  The posting pertains to BOTH Section 232 and Multifamily properties, even though Section 232 is not mentioned specifically in the posting.  

Below is the language from the REAC FASS website:

Global Extension for Owners with 6/30/15 Fiscal Year Ends

A recent security breach at the U,S. Department of Census has caused the Federal Audit Clearinghouse (FAC) to be taken down. As a result, submissions of Data Collection Forms and reporting packages are not able to be made. FAC originally provided an extension until October 31, 2015, but they’ve since extended the due date to December 31, 2015. Since the HUD Agreed-Upon procedures engagement performed on FASS submissions includes procedures comparing information in the Data Collection Form to the information submitted to HUD via FASS, HUD is extending the due date for financial statements with fiscal year ending June 30, 2015, until December 31, 2015. This is a global extension and will apply to all submissions including owner certified and audited.

This may also impact December 31, 2014 audit submissions facing the 9 month A-133 filing deadline which the FAC extended to December 31, 2015. If needed, those auditees should file for an extension electronically using the FASSUB.
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[bookmark: _Toc432063147][bookmark: _Toc433811805]Reminder - Maximum Threshold Deposit to Reserve for Replacement is $40,000
As noted in the February 25, 2015 Email Blast, ORCF increased the Initial deposit/additional Deposit to Reserve for Replacements threshold to $40,000.  The increase was to help avoid small mortgage reductions when refinance closing costs unexpectedly go down.  As noted before, all amounts over $40,000 will be used to reduce the mortgage amount. 

Only on an exceptionally rare occasion, ORCF will consider allowing a further increase in this amount, on a discretionary basis, if the following criteria are met:

· The cost reduction could not be foreseen, was unexpected and unavoidable.
· The request is submitted in writing, a minimum of five business days prior to the targeted closing date, in order to allow the ORCF Workload Manager, Underwriter and Closer time to review and process the request.

For additional background, please see previously published Email Blasts on this subject originally published in the August 19, 2010 Email Blast and restated in December 19, 2013 Email Blast.
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[bookmark: _Toc433811806]Post-Closing Documents- Transaccess CDs
Please note that ORCF’s electronic documents provider has changed from PSL Inc. to the Nolan Group.  The HUD Attorney Closing Checklists have been updated (Refinances here, New Construction/Sub Rehab/Blended Rate here).  Please pay special attention and continue to send in CDs or PDF copies per the checklist instructions.  
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[bookmark: _Toc433811807]Document Links Included In This Blast

1. Fiscal Year (FY) 2016 Mortgage Insurance Premiums
2. Mortgagee Letter 2015-25 
3. Housing Notice H 2015-09
4. Request for Optional Lender Delegated Review and Approval Process
5. REAC FASS System Website 
6. Handbook 4232.1
7. Management Certification (Form 9839-ORCF)
8. HUD Attorney Closing Checklist – Refinances 
9. HUD Attorney Closing Checklist – NC/SR/BR
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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. If you wish to be taken off this mail list, please go here.
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