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[bookmark: _Toc495933851]REMINDER REGARDING SECTION 1616E REQUIREMENTS FOR BOARD AND CARE HOMES
The Section 232 Handbook, Section II, Production, Chapter 2.2.D sets forth the programmatic requirements for insuring Board and Care Homes pursuant to Section 232.  Those requirements largely originate in the 232 statute itself.  Key among those are the statutory requirements that the state where the facility is located is in compliance with Section 1616e of the Social Security Act (known as the “Keys Amendment”), AND that the facility itself is regulated by the state pursuant to Section 1616e.  Note on this last point that the requirement is not only that the facility be regulated, but that it be regulated specifically pursuant to 1616e.

States report compliance with 1616e annually to the Social Security Administration, and, per the statute, the lender must verify that such certification of compliance has been provided.  The certification itself, however, does not necessarily address the other matter, namely, whether the particular facility type at issue is in fact within the state’s 1616e regulatory scope.  If the state’s certification does not make that clear, the lender must do sufficient investigation to present evidence establishing that this statutory requirement is fulfilled.  The lender must resolve this issue clearly before submitting the application, or the application will be at risk of rejection for statutory non-compliance. 
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[bookmark: _Toc495933852]CALCULATING FIDELITY BOND COVERAGE
The fidelity bond coverage requirement in Handbook 4232.1, Section II, Chapter 8.8.N, requires at least two months of “actual gross potential income.”  ORCF recognizes this quoted term is more commonly used for multi-family facilities and may cause confusion when calculating fidelity bond coverage for residential care facilities, given how rates per resident can vary with payor source and care level.  Given these circumstances, the lender may use effective gross income as the closest available approximation of “actual gross potential income.”
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[bookmark: _Toc495933853]REMINDER ON VALUATION OF MEDICAID WAIVERS
As a reminder, Handbook 4232.1, Section II, Chapter 5.3.R.4 here states, In projecting all sources of income for the subject property, consideration should be given to foreseeable changes in competitive market conditions that will affect current occupancy, payer mix, and rate levels. Examples include changes in: the condition of state finances, state laws offering alternative forms of housing types, reimbursement structures, and competitors in the marketplace.

States are increasingly relying on Medicaid Waivers to provide services in a variety of non-institutional settings, (such as ALFs, the NY Assisted Living Program and the Illinois Supportive Living Program). When a project is heavily reliant on this income source, it is important to ensure that this funding source remains stable.  Thus, for example, an operator's reliance on a Medicaid Waiver that expired and is being extended only briefly--pending CMS's decision on a longer-term waiver request--is problematic.  In such an instance, the long-term availability of the funding source is unclear.

Additional information on the status of State Medicaid Waivers can be found on Medicaid’s website here. 
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[bookmark: _Toc495933854]CHANGE IN LEGAL REVIEW PROCESS – NO UPFRONT (PART 1) LEGAL REVIEWS FOR APPLICATIONS WITH MASTER LEASES OR ACCOUNTS RECEIVABLE (AR) FINANCING
ORCF is no longer requiring upfront (Part 1) Legal reviews for applications with Master Leases or AR Financing, except for applications requiring a Corporate Credit Review.  Master Leases and AR Financing should be using standardized forms and following published guidance, therefore upfront review is not necessary.  Reviews of these items will be conducted as part of the Closing process, and any deviations from the standard forms or published guidance could cause delays to the Closing.  An OGC Closing Attorney assignment will be made when the project will be presented to Loan Committee.  The related contact information and instruction will be provided in the Firm Commitment email.

Note that the ORCF Underwriter MAY request an OGC review in situations where help is needed drafting uncommon special conditions, when there is a waiver that hasn’t been previously approved or when there is a legal issue that could impact a Loan Committee decision.  
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[bookmark: _Toc495933855]PAY.GOV – PAYMENT OF SECTION 232 PROGRAM FEES
It has come to the attention of ORCF that Mortgagees may not be submitting Program Fees and Charges on the correct Pay.gov form.  The correct form can be accessed (here).

Mortgagee Letter 2014-20 published on September 18, 2014 (here) mandated Pay.gov for the payment of Section 232 Program Fees and Charges. 
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[bookmark: _Toc495933856][bookmark: _Toc396209070]FROM THE CLOSING CORNER
[bookmark: _Toc495933857]Important Reminder for Closing Documents Routed for ORCF Signature 
When sending closing documents in for HUD signature, please ensure that the mailing label/instructions for the Note clearly identifies the assigned HUD OGC Attorney.  Include return prepaid shipping labels/packages, along with explicit return instructions for the Note to go to the HUD OGC Closing Attorney.  It is of utmost importance that the HUD signer sends the Note directly to the HUD OGC Attorney.  Your attention to this matter is appreciated.
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[bookmark: _Toc495933858]Reminder for New Construction Final Closings
In order to complete the Final Closing Title Survey Review all parties will need to adhere to the Title and Survey Requirements for Final Closings as outlined in Handbook 4232.1, Section II: 
1. Chapter 9, 9.11.B for Title Evidence at Final Endorsement – New Title Policy required.
1. Chapter 9, Section 9.11.I – Survey - A current Survey and Surveyor’s Certification is required within 120 days of Final Closing. 

If you have any questions, please contact your assigned ORCF Closing Coordinator.
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[bookmark: _Toc495933859][bookmark: _Toc485795991][bookmark: _Toc333920723]DOCUMENT LINKS INCLUDED IN THIS BLAST

1. Handbook 4232.1, Section II, Chapter 5.3.R.4
1. Medicaid State Waivers List Website
1. Pay.gov - Healthcare Program Fees Form
1. Mortgagee Letter 2014-20 - Section 232 Program – Implementation of Pay.gov for Program Fees
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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: https://www.hud.gov/federal_housing_administration/healthcare_facilities/residential_care .
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 Carson on Twitter and Facebook.
If you wish to be taken off this mail list, please go here.
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