HUD’s Lean 232 Program

Office of Residential Care Facilities (ORCF)

Update as of November 12, 2013

[image: image1.png]



November 12, 2013 Contents

Adjustments to Lease Payments
Criteria for 24 CFR 232.7 (Formerly 232.3) “Bathroom” Waivers
National Fire Protection Association (NFPA)-13 Sprinkler Systems Compliance
New Document Implementation Matrix
Environmental Review Reminders
Please Keep Electronic Documents Under 50 Megabytes (MB)
Verification of Refund Amounts Before Submissions
Check Transmittal Letter Eliminated
Document Links Included In This Blast
[image: image2.png]



Adjustments to Lease Payments

HUD recognizes that operator lease payments occasionally need to be adjusted as circumstances change (such as changes in property taxes or insurance).  Often these changes, though necessary, are not material from a mortgage insurance standpoint.  In this regard, the new Healthcare Regulatory Agreement—Operator (Form HUD-92466A-ORCF) states that prior HUD approval is needed only for amendments to lease payment provisions that materially change the lease payment.  We wish to clarify that, from HUD’s standpoint, an amendment changing the lease payment is not significant as to require a formal submission to/approval from HUD as long as (1) the proposed change in lease payment maintains a lease coverage of 1.05 or greater, (2) the loan is not in default, and (3) there are no other concurrent material changes to the lease agreement.  When these circumstances are met, HUD need not be notified of the change. This applies whether the operator regulatory agreement is the most recently published form or the earlier form.  When, however, any of these three circumstances are not met, the assigned Account Executive must be contacted for approval.   

Back to top
Criteria for 24 CFR 232.7 (Formerly 232.3) “Bathroom” Waivers

The June 27, 2012 and April 30, 2012 Email Blasts outlined the procedures to help expedite the submission and consideration of requests for waivers of 24 CFR 232.7 Bathroom (formerly 24 CFR 232.3).  This expedited approach is, however, not feasible in all situations.  Accordingly, please follow that approach only if all the following general criteria are met:

1. The request is for Memory Care residents who are located in a separate, secured, and locked area,

2. The Memory Care residents need full assistance and/or supervision while bathing,

3. Each resident’s room contains a half bathroom,

4. For every six residents there is at least one full bathroom,

5. The residents do not reside in 3 or 4 bedroom wards, and

6. The residents will not access their bathroom through a public corridor.

For waivers request that do not meet all of the above criteria, the Bathroom Waiver request will be reviewed by the HUD Underwriter concurrent with the mortgage insurance application review process.  It is important to remember that, regardless of which submission approach applies, 24 CFR 232.7 “Bathroom” waivers must meet HUD’s legal sufficiency standards, as determined by HUD’s Office of General Counsel, and be approved by the FHA Commissioner.  Consequently, the processing times are considerably longer than standard program waivers.

Back to top
National Fire Protection Association (NFPA)-13 Sprinkler Systems Compliance

As previously mentioned in the April 29, 2013 and August 28, 2013 Email Blast, CMS has required that all nursing homes be fully sprinklered per the 1999 Edition of the NFPA-13 Standard for the Installation of Sprinkler Systems by August 13, 2013.  HUD must honor CMS’s requirement and therefore cannot add nursing homes to our portfolio that are not NFPA-13 compliant.  Please ensure NFPA-13 compliance when you submit your application.  Lenders should address this issue in the Lender Narrative.  If you have submitted a mortgage insurance application on a nursing home that is not listed as fully sprinklered on the CMS website please discuss this issue with your assigned underwriter.  Moreover, if you are considering submitting an application before the compliance is shown on the CMS website, please contact Lean Thinking.

Back to top
New Document Implementation Matrix

ORCF has created a matrix to provide clarification on the transition to the new documents as it relates to some special issues (e. g. Master Leases, AR Financing, TPAs, etc.).  This matrix (found here) explains various scenarios and explains when to use the new documents and when some or all of the old documents may be used.

Back to top
Environmental Review Reminders

ORCF has received several mortgage insurance applications that provide only a “draft” Phase I Environmental Site Assessment (ESA). ”Draft” environmental assessments are not acceptable; a final, current Phase I ESA must be provided at the time of the application submission. This is consistent with the guidance provided by the Office of Multifamily Housing in Chapter 9 of the Revised Map Guide.  

The Phase I Environmental Site Assessment must encompass the total project site.  A Phase I ESA that involves less than the entire property is not acceptable.  The land area included in the ESA should match the area defined by the legal description of the property. 

When a project’s floodplain location is designated as Zone X, lenders and environmental consultants are reminded to indicate whether the area is designated by FEMA as Zone X (shaded) or Zone X (unshaded).  Zone X (shaded) is considered an area of moderate flood hazard and, pursuant to 24 CFR Part 55, HUD must complete an 8-Step Decision Making Process (either an abbreviated or full process as applicable) as part of its environmental review for healthcare facilities.  Zone X (unshaded) is designated as an area of minimal flood hazard and does not require an 8-Step Process.

Finally, please include all communication to and from the State Historic Preservation Officer (SHPO) with the mortgage insurance application.  Any response from the SHPO that the lender or its agent receives after the application has been submitted should be provided to ORCF upon receipt.  Failure to forward a SHPO response to ORCF in a timely manner may cause delays in the environmental review process. 

Back to top
Please Keep Electronic Documents Under 50 Megabytes (MB)

As mentioned in the May 31, 2012 Email Blast, ORCF is still receiving documents that are over 50 MB.  Due to our server limitations, please limit document size to 50 MB.  Our servers cannot handle anything over 50 MB.  Also, ORCF email limits are 15 MB per email, so if you include attachments in emails, please keep them under 15 MB.  

Back to top
Verification of Refund Amounts Before Submissions

It has come to our attention that more than a quarter of 223(a)(7) application fee refund requests received by ORCF are for the incorrect amount.  ORCF asks that lenders please verify the refund amount before submitting their request.  If it is incorrect, ORCF will need to contact you, and the processing of the refund request may be delayed.  Also, since ORCF refunds exact amounts and does not round calculations, please be exact in your calculation.  A great way to check your 223(a)(7) refund is the following method: 

1. Take .15% (or .0015) of the final mortgage amount, and

2. Subtract that number from the original application fee amount paid

The difference is the amount due.  

Back to top
Check Transmittal Letter Eliminated

When the new documents came out earlier this year, ORCF merged the check transmittal letter with the electronic certificate of submission.  A separate check transmittal letter is no longer needed.  The new merged document is Certificate for Submission of Electronic Firm Application (Form HUD-90022-ORCF) found here.  
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Document Links Included In This Blast

1. New Document Implementation Matrix
2. Certificate for Submission of Electronic Firm Application (Form HUD-90022-ORCF) 
Back to top
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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
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare or further Lean 232 questions can be emailed 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. 

Past Lean 232 Updates are available online here.
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. 

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 mailing list, please go here.
