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232 Email Blasts moving to HUD Listserv

ORCF has set up a new listserv to distribute Email Blasts and other program announcements.  All addresses on the current Blast distribution list have been added to the electronic mailing list.  This system allows people to subscribe and unsubscribe themselves directly through the HUD website. This will allow you to manage your own subscription preferences and reduce HUD staff time required to manage the list.  Messages will still come from Mike.M.Lawassani@hud.gov but will be forwarded by Lean-232-Updates-L@hudlist.hud.gov.  Depending on your email settings one or the other address may appear in the “From” field.  

Due to listserv limitations we will not be sending any files attached to future Email Blasts.  All files will be available from the ORCF website, and the Blast will include a direct link to the online file. 

Access the Lean 232 Updates mailing list on this webpage: http://portal.hud.gov/hudportal/HUD?src=/subscribe/signup&listname=Lean%20232%20Updates&list=LEAN-232-UPDATES-L 

Please do not send future subscription requests to Mike Lawassani.  Use the online portal to manage your own subscription. 

Back to top
Green Lane for 223(a)7 combined with 232(i) Fire Safety Equipment Loan Program transactions

The January 25, 2011 Email Blast established a “Green Lane” for expedited processing of Section 223(a)(7) applications meeting certain criteria.  The criteria is being updated to address the potential that a 223(a)(7) application can be submitted with 232(i), Fire Safety Equipment Loan Program application.  Effective immediately, the criteria for expedited Green Lane processing has been expanded to include all 223(a)(7) applications submitted with 232(i), Fire Safety Equipment Loan Program applications.  The Fire Safety Equipment Loan Program was highlighted in the March 30, 2012 Email Blast.

Back to top
Information Needed for Waivers of 24 CFR 232.3 (Bathroom Waivers)

The April 30, 2012 Email Blast directed lenders to send requests for waivers of 24 CFR 232.3 to Vance.T.Morris@hud.gov.  In sending the request, the following information must be included from the Lender’s Narrative:

1. Project Name

2. Project Address

3. Copy of License

4. Sketch of Floor Plan showing residents’ sleeping, bathing and toileting facilities

5. Number of Residents

6. Number of Full Bathrooms

7. Number of Half Bathrooms

8. Number of shower rooms or bathing areas (excluding those in full bathrooms)

9. Full explanation on why the loan applicant cannot meet the requirements of 24 CFR 232.3 for number of bathrooms and/or private access to bathrooms.

It is important to remember that 24 CFR 232.3 “Bathroom” waivers must meet HUD’s legal sufficiency standards, as determined by the HUD’s Office of General Counsel, and be approved by the FHA Commissioner.

Back to top
Mitigate Special Income Sources in Appraisal and Underwriting

The Section 232 Loan Committee has recently encountered applications where Medicaid Upper Payment Limit (UPL) revenues have materially impacted the income approach to valuation used to determine the maximum loan amount.  In most cases, this relatively new special income source emanated from a new operator arrangement with a governmental entity, thereby allowing the UPL revenue stream to be created.  As such, this new arrangement caused concern, delay, and required changes to individual applications before a Firm Commitment could be issued. 

To avoid similar problems in future applications, lenders should ensure that all special income sources are appropriately addressed in advance.  The key principles are disclosure and mitigation.   

Any unusual income sources must be clearly identified and described in both the text of the lender narrative and in tables, financial statements, sources & uses, etc. as applicable.  The lender underwriter should evaluate the risk and stability of these income sources and include specific, appropriate, and clearly defined mitigation such as modified capitalization rates, long-term debt service reserve escrow accounts, or other mitigations.  The third party appraiser should determine the appropriateness of including such income when establishing the market value of the property using the income approach. 

As a reminder, sound appraisal principles require that the appraised market value of a property be established without regard to the identity of the current owner and operator.  If needed, the appraiser should cite a hypothetical condition in order to include or exclude the owner- or operator-dependent income.  Examples of special revenue sources that are not included in the calculation of income for determining market value include fundraising, endowments, grants, and investment income.  Depending on the circumstances Upper Payment Limit revenue may need to be excluded as well. 

Back to top
Clarification on Lender Underwriter Approval

The March 30, 2012 Email Blast had comprehensive guidance on the criteria for Lender and Underwriter Approval under 232/Lean.  We have received questions and would like to clarify one item needed for underwriter approval.  Loan Underwriter Approval described Exhibit A as “Resume for healthcare underwriter which supports five years of experience in underwriting residential healthcare facilities.”  ORCF does not intend to require 5 years duration of underwriter experience.  Instead, consistent with the previous MAP Guide, the lender underwriter should demonstrate recent residential healthcare experience. Therefore, effective immediately, the above-quoted sentence with respect to instructions for Exhibit A is amended to read, “Resume for healthcare underwriter which supports experience in underwriting residential healthcare facilities within the previous five years.”

Back to top
Completed Kaizen Action Items, Legal Review Updates

The following items complete the process improvement tasks identified in the February 2012 Kaizen.    

Revised Management Agent Grid

Pursuant to the February Kaizen, changes were made to the Management Agent Grid to provide better guidance for field counsel when reviewing the roles of the parties operating the project regardless of their title.  (See revised Management Agent Grid posted online)

Revised Closing Legal Punchlists and Checklists – 232/223(a)(7) and 232/232(f) 

The 232/223(a)(7) and 232/223(f) legal closing punchlists and checklists have been revised and are effective August 1, 2012.  The legal punchlists have been changed to clean up obsolete or inaccurate language, indicate when redlines copies of documents should be provided, suggest that field counsel facilitate discussion of legal comments by making an evaluation call to lender’s counsel, and clarify the required searches.  (See revised Punchlists and Checklists posted online)

Accepting one set of closing documents with a soft copy

Some local HUD counsel have elected to eliminate the need for multiple sets of closing documents when lender’s counsel has committed to providing HUD, within 2 weeks but no later than 30 days from closing, with a CD containing all the closing documents as a searchable pdf organized per the closing checklist.  The Atlanta Regional Office, Baltimore Field Office, and New York Regional Office currently participate.  Lenders are encouraged to ask the HUD closing attorney if they are willing to follow this process, which is completely discretionary.

Step-By-Step “One Set” Process 

The hard copy delivered at the closing will be the documents submitted for the Washington Docket.  The soft copy will be retained as the field counsel copy of closing documents.  Process outline: 

· CD Formatting - The CD must contain the documents listed in the order of the checklist preferably with electronic tabs /bookmark as a searchable pdf.  All scanned documents included in the CD as a PDF should be OCR (optical character recognition).  

· Lender’s counsel would be required to provide 1 original of the closing documents.

· On the day of closing or the next day, the OGC field counsel would scan in certain documents to Headquarters. (Note, Regulatory Agreement(s), Escrow Agreements) to Closing Coordinator and Mike Lawassani for 290 Closing Memorandum.

· The OGC closing attorney would hold all of the original closing documents in their offices until all recorded documents are returned to HUD. 

· As the original recorded documents come back, lender’s counsel would (i) send original Regulatory Agreement(s) to the OGC closing attorney to replace in the original closing file and (ii) send photocopies of the other file-stamped recording documents to the OGC closing attorney to replace in the original closing file. 

· As soon as the original closing file is complete with the file-stamped recording documents (no later than 30 days) lender’s counsel would at the same time send OGC field counsel 1 CD with all of the closing documents and the closing checklist.  

· Lender’s counsel would also send to Closing Coordinator 1 CD with the documents required by the Transaccess Scanning Sheet, with the documents names including just the numbers on that sheet. 

· OGC closing counsel would then send the original set of closing documents to Tiffany Tyer in Washington and keep 1 CD in their office in the field.  (no change from current transmittal sheet) 

Back to top
FROM THE CLOSING CORNER

“Hot off the Press!”  - Guidance for Final Closing for 232 New Construction Projects

Through the collaboration of OGC and ORCF, further guidance is now available for Lenders/Borrowers preparing for the final closing of a Section 232 New Construction project.  The following documents (posted online) may be used by lenders to facilitate their final closings.   

1. 232 NC Operator Attorney Opinion Update – Final Closing DACA/DAISA – If the attorney’s opinion which was issued at initial closing did not address all of the documents applicable at final closing, then the attorney’s opinion must be updated at final closing.  We have occasionally found this to be the case with respect to the DACA/DAISA.  In situations in which those particular documents are the only documents requiring an updated opinion, this file provides a suggested format to prepare an attorney’s opinion meeting HUD requirements. 

2. 232 NC Final Closing Consolidated Certification – In order to reduce the number of final closing requirements, ORCF will accept this certification as an alternative to resubmitting documents from the initial closing.  When using this optional approach, the expectation is that the identified parties will certify to HUD that various critical documents have not been revoked, amended, modified or changed as of the date of final closing.  To the extent that the identified documents have been revoked, amended, modified or changed since initial closing, they must be submitted for HUD review and approval as part of the draft final closing submission.

Effective August 1, OGC/ORCF will be using this updated punchlist and updated checklist for all Section 232 New Construction final closings, and it is provided for your reference.

3. 232 NC Final Closing Legal Checklist – This Checklist outlines all requirements for the draft final closing submission.  OGC will collect and review these items.  Lenders may use this guide to ensure the required materials are available.

4. 232 NC Final Closing Legal Punchlist – This Punchlist will be used by OGC when reviewing the draft final closing submission.  We encourage lenders and their counsel to utilize this punchlist to better ensure compliance with HUD requirements prior to submitting a draft final closing submission.

Should you have any questions regarding these updates, please contact your assigned Closing Coordinator directly.

TAKE NOTE:  HUD Application Fee Adjustment Process has Changed  

When experiencing an increase to the mortgage amount, the HUD Application Fee will need to be adjusted (increased) to reflect the new loan amount.  The process for submitted a check for the difference has changed!  The check for the difference must be mailed to Mike Lawassani, with a copy of the check forwarded to the Closing Coordinator.  Confirmation from Mike Lawassani that he has received the check must occur at least one day prior to closing.  If HUD does not receive this confirmation by the day prior to closing, HUD will reschedule the closing date.  

Mike Lawassani’s mailing information:

Office of Healthcare Programs (OHP)

U.S. Department of HUD - San Francisco Field Office

600 Harrison Street, 3rd Floor

San Francisco, CA  94107

mike.m.lawassani@hud.gov
Closing Contract Changes

Please Note - The Government Technical Monitors (GTMs) for Regions I – IV who support the legal services closing contractor—Savage & Associates—have changed.  Tina Strong, Attorney Advisor in the Atlanta Regional Office has replaced Chali Roche-Garcia, Koren McKenzie John, and Jud McNatt effective immediately.  This does not affect the GTMs assigned to other regions.
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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
Have questions about the Lean 232 Program?  Please send them 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. 

For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare
