HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of September 18th , 2009
 

 

 

As a Stakeholder in HUD’s LEAN 232 Program, we are committed to providing you with the best, most up to date information on the status of the LEAN Program.  As of September 18th, 2009, we would like to share with you the following:

· CORRECTION!
In the September 4, 2009, email blast, we stated that a Lender Underwriter site visit is required on all Pre-applications.  Although we recommend that the Lender Underwriter site visit be performed as early in the process as possible, we are revising our requirement to require that the site visit be performed prior to submittal of the Firm Application.  OIHCF will require the site inspection be done by either the Lender’s Underwriter or Lender’s qualified construction site inspector, so long as this individual is not connected with the loan origination.

· New Staff Join HUD LEAN 232 Development Team!  

We would like to welcome two new members to our LEAN 232 HUD Development Team:

· Susan Barton

· Terry Bessette

Susan and Terry join our LEAN 232 HUD Development Team as Appraisers.  
Welcome aboard Susan and Terry!

· Portfolio Review Clarification:
When working with portfolios, Lender should keep in mind that a HQ Portfolio Review is required if there are more than 10 properties included in the portfolio AND if the loan amount of the portfolio exceeds $75 million.  Both thresholds must be reached in order for a Portfoilio Review to be required.  That means that an owner/operator could have in excess of 11 projects and still qualify for “small portfolio” if the loan amount did not exceed $75 MM.

· Deposit Control Agreement on LEAN 232 Closings (Update):
 

As mentioned in the April 10, 2009 Lender Email Blast, due to changes made to Article 9 of the Uniform Commercial Code in 2001, a Deposit Control Agreement is necessary in order for the FHA Lender to perfect its  security interest in project funds that reside in a depository bank (other than with the FHA Lender).   Therefore, on all Section 232 LEAN closings, HUD will request a Deposit Control Agreement (DCA) for the Operating Account(s).  This is the account that receives funds from Medicaid/Medicare and private pay sources.   There are often two such accounts—one for government receipts and one for private pay.
For your convenience, sample Deposit Control Agreements are posted on FHA.GOV under “Accounts Receivable Financing Documents” and “Sample Closing Documents.”  Please note, there is a separate sample agreement for projects with and without accounts receivable financing.  These are only samples.  You may submit the form DCA that is used by the depository bank to the HUD Closing Attorney for review.  If you have questions on this issue, please work with the assigned HUD Closing Attorney.

· Your Project Has Been Assigned a HUD Underwriter…Now What?
For projects that are being assigned out of the queue, the OIHCF Underwriter will be contacting the Lender directly when they are assigned the project and will request the hard copies of the application (if not already submitted).   The OIHCF Underwriter will be requesting hard copies be sent to the following items listed below, the addresses of which will be provided by the OIHCF Underwriter in the email:

To the OIHCF Underwriter:    

· One original version of the entire application package, and

· One additional copy of the lender narrative, appraisal, PCNA, and market study - if applicable

To the assigned HUD Closing Attorney:   

One copy of the following documents (on Firm Application submittals only):

Section 232/223f’s:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Organizational Docs of Management Agent (if 

applicable) (7-1 & 7-2)

9.  Licenses  (8-2)

10.  Title  (8-3)

11.  Survey  (8-4) (full size)

12.  Evidence of compliance (8-5)

13.  Commercial Leases (if applicable)  (8-8)

14.  Ground Lease (if applicable) (8-9)

15.  Accounts Receivable Docs (if applicable)  (9-12)

16.  Master Lease Documents (if applicable) (not on 

checklist)

Section 223(a)(7) on a 232:

1.  Underwriting Narrative (1)

2.  Contact List (6)

3.  Organizational Chart – Mortgagor (10)

4.  Organizational Docs of Mortgagor (11).

5.  Organizational Docs for principals of Mortgagor (if 

applicable) (13)

6.  Organizational Docs of Operator/Lessee (14)

7.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (15)

8.  Licenses  (18)

9.  Title  (19)

10.  Survey  (if applicable)(20);  (full size)

11.  Evidence of compliance (21)

12.  Organizational Docs – Parent of Operator  (if 

applicable)  (Supplemental Checklist C-2)

13.  Organizational Docs – Management Agent  (if 

applicable)  (Supplemental Checklist D-2)

14.  Accounts Receivable Docs (if 

applicable)  (Supplemental Checklist E-1 through E-13)

Section 232 New Construction:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Owner Arch Agreement with attachments ((8-10)

9.  Organizational Docs of Management Agent (if 

applicable) (9-1 & 9-2)

10.  Licenses  (10-2)

11.  Title  (10-3)

12.  Survey  (10-4) – full size

13.  Evidence of compliance (10-5)

14.  Commercial Leases (if applicable)  (10-7)

15.  Ground Lease (if applicable) (10-8)

16.  Easement and Maintenance Agreements (if 

applicable) (10-12)

17.  Master Lease Documents (if applicable) (not on 

checklist)

Section 232 Substantial Rehabilitation:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Organizational Docs of Management Agent (if 

applicable) (7-1 & 7-2)

9.  Owner Arch Agreement with attachments (9-10)

10.  Licenses  (10-2)

11.  Title  (10-3)

12.  Survey  (10-4) – full size

13.  Evidence of compliance (10-5)

14.  Commercial Leases (if applicable)  (10-8)

15.  Ground Lease (if applicable) (10-9)

16.  Easement and Maintenance Agreements (if 

applicable) (10-13)

17.  Accounts Receivable Financing Documents (if 

applicable) (11-12)

18.  Master Lease Documents (if applicable) (not on 

checklist)

Section 241a on a 232 :

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (3-4)

5.  Organizational Docs of Operator/Lessee (3-5)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Owner Arch Agreement with attachments (9-10)

8.   Licenses  (10-2)

9.  Title  (10-3)

10.  Survey  (10-4) – full size

11.  Evidence of compliance (10-5)

12.  Commercial Leases (if applicable)  (10-8)

13.  Ground Lease (if applicable) (10-9)

14.  Easement and Maintenance Agreements (if 

applicable) (10-13)

15.  Organizational Docs of Parent of Operator (if 

applicable) (Supp Checklist C-1, C-2)

16.  Organizational Docs of Management Agent (if 

applicable) (Supp Checklist D-1, D-2)

17.  Accounts Receivable Financing Documents (if 

applicable) (Supp Checklist E)

18.  Master Lease Documents (if applicable) (not on 

checklist)

Please discuss with your assigned OIHCF Underwriter if there are any special circumstances whereby the above policy can not be followed.

· Clarification on Replacement Costs on New Construction: 
There has been some confusion in the past on how replacement cost value on new construction Section 232’s impacts the  FHA maximum insurable mortgage.  Continuing HUD HQ’s  existing policy, under the LEAN 232 Program, the maximum insurable mortgage on new construction projects shall not exceed 90% of the HUD Replacement Cost.  The future revised version of the new construction Lender Narrative template will address this issue.  In the meantime, on the HUD Form 2264a, Criterion 3. a., please use the lesser of the value indicated on HUD Form 2264 or the HUD Replacement Cost.  

Please note, this does not change the caution listed in the February 6, 2009, email blast which stated that any new construction proposals with assisted living units that exceed 75% loan to value will require justification/mitigation.  See the February 6, 2009, email blast for further details.  

 

· LEAN 232 Pipeline as of September 18th, 2009
The current activity of our 232 pipeline for the week ending September 18th, 2009 is outlined in the attached table for your reference. 

***Report to be attached to email***

· Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:

 http://portal.hud.gov/portal/page?_pageid=73,7716182&_dad=portal&_schema=PORTAL
 

· LEAN Thinking Mailbox – LeanThinking@hud.gov
We continue to be inundated with questions and are working through these questions as quickly as we can – many of these involve policy issues, which require substantial discussion.  We appreciate your patience.
 

· Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Kristine.Martin@hud.gov
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
 

