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August 27, 2021

In This Update

· Mortgagee Letter 2021-20 Published Extending Temporary Revisions to Underwriting Standard Processes for Third-Party and Lender Site Inspections
· Minimum Debt Service Coverage – 223(f)
· Recent Medicaid Rate Increases - Financial Tables and Net Operating Income
· FROM THE CLOSING CORNER
· Section 223(d)-COVID (Operating Loss Loan Program) – Documents Now Available on the Section 232 Program Website


[bookmark: _Toc60644826][bookmark: _Toc78983615]Mortgagee Letter 2021-20 Published Extending Temporary Revisions to Underwriting Standard Processes for Third-Party and Lender Site Inspections   
The Office of Residential Care Facilities (ORCF) published Mortgagee Letter 2021-20 (here) on August 27, 2021, extending from July 31 to December 31, 2021, the temporary revisions to underwriting standard processes for third-party and Lender site inspections as a result of the COVID-19 National Emergency previously detailed in ML 2020-15.
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[bookmark: _Toc78983616]Minimum Debt Service Coverage – 223(f)
As a reminder, the minimum debt service coverage ratio for the 223(f) program is 1.45, including the Mortgage Insurance Premium (MIP) (Handbook 4232.1 REV-1, Section II, Chapter 3.2), and Lender must meet that minimum for the underwritten Lender’s Net Operating Income (NOI) and Trailing-12 periods (Handbook 4232.1 REV-1, Section II, Chapter 2.9.N). The Lender must use the project-specific expense for underwritten reserve for replacement, taxes and management fee in determining the NOI used in the calculation for these periods (Handbook 4232.1 REV-1, Section II, Chapter 2.9.N). Transactions must meet at least this minimum in order to be presented to Loan Committee or come off Temporary Hold and be placed back into the underwriting queue.
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[bookmark: _Toc78983617]Recent Medicaid Rate Increases - Financial Tables and Net Operating Income
ORCF will consider additional analysis of recent Medicaid rate increases relative to underwritten NOI when it reflects a standard, ongoing rate increase. Lenders may present this additional analysis in the yellow UW Columns when submitting financial tables on applications by showing a Medicaid rate adjusted column applying the new Medicaid rate to the most recent T-12 period. Alternatively, lenders can provide an analysis that shows the calculation of the additional revenue the new Medicaid rate will contribute to the underwritten NOI. Note that the analysis should not apply the new Medicaid rate to the full historic three-year period. For example:
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[bookmark: _Toc78983619]Section 223(d)-COVID (Operating Loss Loan Program) – Documents Now Available on the Section 232 Program Website
The OGC Checklist for the Section 223(d)-COVID program has been finalized and is now available on the Section 232(d) loan website (here).  For more information on this program, please check out the Section 232 Program website (here)
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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.
 
Stay Connected with the Office of Housing and the Federal Housing Administration:
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T12Ending

5/31/2021

T-12 ending | Appraisal T-12 Ending | T-12Ending | (Medicaid

Key Data Fr2018 | Fr2019 | Fv2020 |11/30/2020 | (Market) |iender'spsc| 3/31/2021 | 5/31/2021 | Rate Adj)
Effective Gross Income $16,487,772| $17,006,567| $16,239,592| $15,896,725| $17,542,174( $17,542,174| $15,218,366( $15,562,895| $15,872,204|
Net Operating Income $1,543,074| $1,174,834( $1,217,264| $1,548,939| $2,614,718| $2,576,270 $2,014,382| $2,425557| $2,734,865|
Normalized Net Operating Income 52,064,821 $1,527,212[ $1,561,519] 51,898,806 $2,614,718] $2,576,270] 52,374,531 $2,800,695] $3,094,533]
Occupangy 92.8% 90.9% 86.0% 84.5% 50.0% 50.0% 79.2% 80.0% 80.0%
Potential # Res Days 57,305| 57305 | s7ae2| s762| 57305 57,305 57,305 57,305 57,305
[Actual # Res Days. 5361 | 52080 | 4s407| assa3|  susis | sus75| 45359 25,869 25,869
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[Average # of Medicai 29,000
Incremental Medicaid Rate Increase $ 2000
Incremental EGI $ 580,000
Projected NOI with Medicaid Rate Increase | $2,380,000
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