HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of November 18, 2011

We are reducing our Underwriting queues!!!!  LENDERS CAN HELP

We are quickly working our way through our underwriting queues, both in “prepping” projects while in our queues, and in the assignment of underwriters.   As we move deeper into our queues, we are finding that, as can be expected, lenders are not necessarily ready to respond to our requests for information/documents.  Our goal is to have as many projects as possible in the four Section 223(f) and Section 223(a)(7) queues fully prepped by Mid-December.   The prep work that we are doing while projects are in the queue includes conducting the Legal Completeness Check,  requesting and receiving updated financials (if applicable), processing APPS/2530 matters, and receiving any other updated information from the lender.

To aid in concentrating our resources on projects that are ready to move to underwriting quickly, we are following the below policy.  Although we will continue to follow a FIFO process on assigning loans from the queues to underwriters as much as possible, we intend to only assign projects to underwriters that are fully prepped.  Thus, it is very important that you expeditiously submit any required information/documents to fully prep your loans.  

Please see the attached list of projects, which is a list of projects in our Non-Portfolio Section 223f Queue that we have not begun prepping.  

A. Financial Statement Information.  On all of these projects that have a Latest Project Status date (shown on the attached spreadsheet) that is 90 or more days before the date you send the email listed in item D below to Rasheedah Dix, we will require updated financial statements.  Do not submit information to HUD until the Program Specialist asks for it.  See the attached sample tables.  Submit the actual 2010 (if not previously submitted) and year to date 2011 financial statements, occupancy figures, and payor mixes. We ask that you supply this in the form of both the financial statement sheets and your summary of this information in tables. For clarity and ease of review, please use the attached tables taken from the revised lender narrative template.  If the updated financials indicate a significant change from the data in the original submission, or if there are significant negative trends in NOI, Occupancy, and/or Payor Mix, please provide a narrative explanation of those changes.

B. Legal Completeness Check.  On all of these projects, documents (including a completed Legal Punchlist) will need to be sent to the OGC reviewer in accordance with the September 1, 2011 Email Blast.   Do not submit information to HUD until the Program Specialist asks for it.

C.  Confirmation/Clarification of Accuracy of Additional Items.  On all of these projects, please address the following.  Do not submit information to HUD until the Program Specialist asks for it.

1. If any of the principals have changed, please prepare revised organization charts and update any other relevant exhibits 

2. Please review your application and revise/collect any exhibits that have expired or changed while the project was in the queue.  (Examples include: Lender Narrative, Facility License, Professional Liability Insurance Accord, etc.)

3. Please verify that the numbers in the Lender Narrative (Executive Summary and Contents) tie to the firm commitment and attachments (Examples are: mortgage amount, repairs, initial and annual deposit to the reserve for replacement account, interest rate, loan term, number and type of beds, and net operating income). 

D.  Lender Confirmation that Lender is Ready to Submit Documents.  We will not begin prepping any of these projects until we receive an email from the lender indicating that they are ready to submit the documents required by the above process.  Moreover, such documents must be able to be submitted to the appropriate parties within five business days or less of the request from the Program Specialist.  Such email should be sent to Rasheedah.C.Dix@HUD.GOV and contain the following:

Subject:  Project Ready for Queue Prep Work; Project Name;  Project FHA Number

We are ready to submit the documents required by the OGC Completeness Review (per the September 1, 2011 Email Blast), Updated Financials (if applicable), and any other updated documents.  We will send these documents after we receive the email from the HUD Program Specialist so that they are received by the appropriate parties within five business days

We are also hereby revising the Legal Completeness Check process (as detailed in the September 1, 2011 Email Blast) slightly to ask the lender to email the Program Specialist when they send the documents to the OGC reviewer.  This will also be requested in the email request to the lender from the Program Specialist.  

Reminder on Submittals of Firm Applications

1.  Per the September 1, 2011 Email Blast, please submit the Firm Application package to Mike Luke in the Minneapolis - Rasheedah Dix in Detroit is no longer handling this duty (Rasheedah is still receiving packages in error).  Mike’s address is listed in the September 1, 2011 Email Blast.

2.  Per the September 1, 2011 Email Blast, please do not name files using special characters (\ / : * ? “ < > | # { } % ~ &).  We continue to see submittals that use these characters.

3.  We are not allowing a project to enter one of our queues until all required items in our checklist (as modified by this Email Blast – if applicable) are submitted.   This includes APPS/2530’s, the Firm Application fee check, the draft Firm Commitment (in Word format) and the Lender Narrative (both Word and PDF versions).   

Follow-up on Change to our electronic firm application package requirements


The September 1, 2011 Email Blast set forth a legal completeness check procedure.  That procedure remains in effect.  The September 13, 2011 Email Blast discussed a change to our Electronic Firm Application Package requirements.  (This is separate and distinct from the legal completeness check procedure.)  We are revising the list of documents set forth in the September 11, 2011 Email Blast that are no longer required to be submitted to HUD with the Electronic Firm Application Package.  We are removing title and survey from that list, as we intend to review these as early in the process as possible.  Please see the below revised list (with strikethroughs), which reflects edits to, and supersedes, the language in the September 13, 2011 Email Blast.  Note also that, at this time, the below instructions with respect to our Electronic Firm Application Package requirements do not apply to mid-size and large portfolios.  The reason is that we are still requiring master lease/AR review and approval before portfolio applications can be put in the queue, and this review and approval process typically requires a review of the organization documents as well as the ML and AR documents. The revised list (with the September 13 prefatory language restated) is:
Until further notice and effective immediately, the following documents from the Section 223(f) and Section 223(a)(7) Checklists are no longer required to be submitted to HUD with the Electronic Firm Application package.  These documents will only be required to be submitted to HUD in advance of OGC review in the Legal Completeness Check as outlined in the September 1, 2011 Email Blast.  You are encouraged to monitor your application’s position in the queue so as to ensure all legal documents from Part I of the legal punch list are submitted prior to OGC assignment.  
 
Section 223(f): 
1.   Organizational Docs of Mortgagor (Exhibit 3-2 only).

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

3.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibit 5-2 only)

4.   Documents related to Operating Lease (if applicable) (Exhibit 5-11)

5.   Master Lease Documents (if applicable) (Exhibit 5-12)

6.   Organizational Docs of Parent of Operator (if applicable) (Exhibits 6-1 & 6-2) 

7.   Organizational Docs of Management Agent (if applicable) (Exhibit 7-2 only)

8.  Management Agreement  (if applicable) (Exhibit 7-4)

9.  Licenses (Exhibit 8-2)

10.  Title (Exhibit 8-3)

11.  Survey (Exhibit 8-4) (full size)

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

13.  Ground Lease (if applicable) (Exhibit 8-9) 

14.  Grant and/or Secondary Financing Loan Documents (Exhibit 11-1)

15.  Accounts Receivable Documents (if applicable) (Exhibit 9-12 in current Checklist – Section 12 in future Checklist) 

 

Section 223(a)(7): 
1.   Organizational Docs of Mortgagor (Exhibit 11).

2.   Organizational Docs for principals of Mortgagor (if applicable) (Exhibit 13)

3.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibit 14)

4.   Documents related to Operating Lease (if applicable) (Exhibit 15)

5.   Licenses (Exhibit 18)

6.   Title (Exhibit 19)

7.   Survey (Exhibit 20) (full size)

8.  Master Lease Documents (if applicable) 

9.   Organizational Docs of Parent of Operator (if applicable) 

10. Grant and/or Secondary Financing Loan Documents

11.  Ground Lease (if applicable) 

12.  Organizational Docs of Management Agent (if applicable) (Supplemental Checklist D)

13.  Management Agreement  (if applicable) (Supplemental Checklist D)

14.  Accounts Receivable Documents (if applicable)  (Supplemental Checklist E)

 

 

Moreover, the portions of the Lender Narrative that discuss exhibits that are not being submitted at the time of the Electronic Submittal of the Firm Application may be omitted.   The Lender Narrative submitted in advance of the Legal Completeness Check will need to be revised to fully address any previously omitted items.  The email from the OHP Program Specialist, which requests the documents for the Legal Completeness Check, will request that the lender send Mike Luke an electronic version (via email or electronic storage medium) of any documents that were previously omitted or are being revised.   

Compliance with this revised procedure is optional - lenders may choose to submit all of the documents on the checklist at the time the project enters the queue.

 
HUD Signatories and program specialists for closings

The May 6, 2011 Email Blast discussed HUD Signatories for Closings and is hereby revised as follows:

Projects Closed by OHP Closers:  the Signatory and Program Specialist is determined based upon the OHP Closer

	SIGNATORY
	PROGRAM SPECIALIST
	OHP CLOSER

	Michael Vaughn
	N/A – Send to Closer
	Jason Roth, Carol Jun, and Maria Dennard

	Roger Lewis
	Markham Stickney
	Mollie Yeatts and Tarrie Eckhart

	Tom McMillan
	Mike Lawassani
	John Radcliff

	Tim Gruenes
	Miranda Schoenecker
	Dovid Kanarfogel and Cheryl Medeiros-Cunz

	Patrick Berry
	Rasheedah Dix
	Adrienne Cohn and Spencer Ash


Projects Closed by Contractor Closers:  the Signatory and Program Specialist is determined based upon the GTM U/W

	SIGNATORY
	PROGRAM SPECIALIST
	GTM U/W
	GTM CLOSER

	Roger Lewis
	Markham Stickney
	Tracy Shepherd
	Corley (David) Audorff

	Tom McMillan
	Mike Lawassani 
	Tom McMillan
	Corley (David) Audorff

	Tim Gruenes
	Miranda Schoenecker
	Rita Dockery
	Corley (David) Audorff

	Tim Gruenes
	Michael Luke
	Jennifer Tadlock
	Jason Roth

	Patrick Berry
	Rasheedah Dix
	Susan Gosselin
	Jason Roth


Reminder of Logistics of sending documents to hud signatories for closings


The September 1, 2011 Email Blast asked that an email be sent to the Program Specialist (or in the case of a Headquarters signing, the OHP Closer) when the documents are sent to the HUD Signatory.  The OHP Closer must be cc’d on this email.  We have not been receiving this notification email in all cases.  Please ensure the individuals who are sending the documents (usually the lender’s attorney) are aware of this procedure.  Moreover, make certain that you have approval from the OHP Closer before documents are sent to the HUD Signatory.
Clarification on Caution on special use facilities

The September 1, 2011 Email Blast discussed this issue.  We want to clarify that the language in that Email Blast was not directed at Memory Care/Dementia Units.  Please perform your normal due diligence underwriting for these type of units. 

Construction Cost Certification—Lender Review Required (New Construction, Substantial Rehabilitation, 241a)

The Office of Healthcare Programs requires that lenders review all construction cost certification documents prior to submission to the OHP Closer.  We will be publishing detailed instructions (with documents) in the near future.  In the meantime, please contact your OHP Closer to discuss construction cost certification procedures.

REFINANCING COSTS ARE NOT ELIGIBLE OPERATING EXPENSES

OHP has observed a significant number of REAC FASS compliance referrals for unauthorized distributions on facilities that are in the process of, or have completed, 223(a)(7) refinancing. 

In accordance with the Regulatory Agreement, project funds may not be used for the refinancing cost when reported as an operating expense.  The compliance finding is created when the owner distributions and refinancing cost together exceed the amount of Surplus Cash available as per the year end and midyear surplus cash calculation.  

Small portfolio projects and the Portfolio naming convention

We have recently encountered projects in our queues that are part of a small portfolio that are not named in accordance with our portfolio naming convention.  The Certification for Electronic Submittal asks lenders to identify small, mid-sized and large portfolios.   In the future, please ensure that all small portfolios are identified on the Certification for Electronic Submittal.   If you have projects that are a portion of a small portfolio in one of the OHP queues and you have not identified them as such, please email Mike Luke, identifying the project names, project numbers and the queue in which they are located.    

PORTFOLIO PROCESSING

The language in the November 2, 2010 Email Blast related to Portfolio processing stated that each portfolio in the Portfolio Queue would be processed in batches of 1-20 projects each.  OHP’s policy in that respect is changing; OHP will process portfolios in batches of approximately ten each. 

PORTFOLIO AND MASTER LEASE INTERIM GUIDANCE

The current guidance on portfolios is HUD Housing Notice H01-03, originally issued in 2001.  OHP has prepared updated definitions and requirements related to processing portfolio requests and guidance on master leases to be included in the forthcoming Section 232 Handbook (Handbook), which is currently in HUD internal review and clearance.  OHP estimates that the Handbook will be put into effect in the second half of 2012.  To expedite the release and application of this new guidance, OHP plans to include the contents of the Handbook chapters on portfolios and master leases in a consolidated mortgagee letter, estimated to be issued by the second quarter of 2012.

This email blast is designed to clarify existing policy with regard to the relationship among mortgagor entities that triggers portfolio and master lease requirements, and also to provide lenders interim information regarding future processes and requirements.  

Portfolio and master lease procedures apply when mortgagor entities will be under common control.  For portfolio and master lease purposes, “common control” means either that (a) each mortgagor entity has the same managing member, general partner or other person or entity in a controlling role, or (b) over 50% of each mortgagor entity is owned by the same persons or entities.

With respect to new individual applications or portfolio requests, lenders may begin following certain aspects of this interim guidance (set forth below) immediately.  OHP Loan Committee/Leadership would welcome applications/portfolios submitted under the interim guidance, as the new guidance is considered more conservative and, thus, an inherent risk mitigant to the FHA Insurance Fund.  

Lenders may, at their option, incorporate the following forthcoming policies as soon as possible:

A.  Portfolios

1. The Handbook and Mortgagee Letter will include new definitions of small, midsize and large portfolios based on a combination of number of facilities and aggregate mortgage amount.  Until then, the current portfolio definitions as described in Notice H 01-03 will remain in effect with the following clarifications:

a. Small portfolio:  Up to forty-nine projects AND aggregate mortgage amount of up to $75,000,000.  A portfolio review is not required for small portfolios.

b. Mid-size portfolio:  Up to forty-nine projects AND aggregate mortgage amount greater than $75,000,000 but less than $250,000,000.  A portfolio review is required for mid-size portfolios.

c. Large portfolio:  Fifty or more projects OR aggregate mortgage amount in excess of $250,000,000.  A portfolio review is required for large portfolios.

                   

2. The portfolio professional liability insurance (PLI) review will take place concurrently with the corporate credit/portfolio review.  A portfolio acceptance letter will not be issued until the PLI is verified as being in compliance with Housing Notice H 04-15 or is otherwise found acceptable to HUD via a waiver.  (Please note: Housing Notice H 04-15 will be superseded by a new PLI chapter in the Handbook.  Until then, the guidance included in H 04-15 will remain in effect.)

3. The portfolio accounts receivable financing (AR Financing) review will take place concurrently with the corporate credit/portfolio review.  A portfolio acceptance letter will not be issued until the AR Financing is verified as being in compliance with Housing Notice H 08-09 or is otherwise found acceptable to HUD via a waiver.  (Please note: Housing Notice H 08-09 will be superseded by a new AR Financing chapter in the Handbook.  Until then, the guidance included in H 08-09 will remain in effect.)

B.  Master Leases

1. A master lease will be required on any group of facilities under common control numbering three or more facilities and/or with an aggregate mortgage amount of $15,000,000 or more.  This will apply to all applications for mortgage insurance pursuant to Sections 223(a)(7), 223(f) or 232 NC/SR; a transfer of physical assets; or a change in lessee or management agent.  

2. Presently, the OHP Loan Committee may require a master lease as a condition to a firm commitment.  This determination will be made on a case by case basis, where doing so appropriately addresses the risks of the particular transaction.  When the three facilities/$15 million test described above becomes effective, the OHP Loan Committee may still require a master lease in other situations on a case by case basis, where appropriate as a risk mitigant. 

3. HUD will not reach back and require existing FHA facilities to be included in a new master lease unless those facilities were submitted for financing/refinancing within the past eighteen months, or unless credit considerations on a new transaction would warrant it. 

LENDER AND Underwriter 232 Program Qualification

The MAP Guide used by the Office of Multifamily Housing before August 18, 2011 (and still available on HUD’s Section 232 Underwriting Guidance web page), sets forth standards and procedures for approval of an underwriter to underwrite a Section 232 loan under MAP.  The new MAP Guide, issued August 18, 2011, does not do so. However, to participate in the Section 232 program, HUD does continue to require that the lender and its underwriter be MAP approved.   In particular, the policies in effect with respect to underwriter approval for the Section 232 program prior to the new MAP Guide’s publication do remain in effect.  The forthcoming Section 232 Handbook will address the process for Section 232 lender and underwriter approval fully, but in the interim some clarification of the continuing policy is needed.  

The existing policy with respect to underwriter approval is set forth in several documents.  In particular, the former MAP Guide language (language which is still being utilized in the Section 232 approval process) states, in Chapter 2, Section 2.3:

     For Health Care Applications, the MAP underwriter must have within the previous five years experience in underwriting the development and operation/management of health care facilities. The underwriter’s resume must demonstrate this specific experience and is submitted to the Lender Qualifications and Monitoring Division (LQMD) of the office of Multifamily Development in Headquarters for review and approval. Any MAP Lender, whose underwriter cannot demonstrate the necessary level of experience, must use Traditional Application Processing (TAP) Program when financing its health care facility. 

In responding to Frequently Asked Questions on June 15, 2006, HUD clarified that the above-referenced experience “in underwriting the development and operation/management of health care facilities“ was being construed as requiring at least three MAP skilled nursing facilities.  

With the implementation of LEAN underwriting (rather than MAP underwriting) in the Section 232 Program, the Office of Healthcare Programs issued the following clarification on the HUD website:

We require the lender to be an FHA Approved Lender, a MAP-Approved lender and the lender’s underwriter must also be a MAP-Approved Healthcare underwriter.   In addition, to underwrite a Lean loan, the underwriter must have attended one of our Lean training sessions or have underwritten at least two Section 232 Lean loans that have been closed.

  

OHP recognizes that some underwriters now seeking approval to underwrite Section 232 transactions will not have any MAP Section 232 experience and, in any event, Lean Section 232 experience is now more relevant.  Accordingly, OHP is allowing underwriters to cite either Section 232 MAP transactions or Section 232 Lean transactions toward the three transactions previously required.  Additionally, if at least two of those transactions are not Section 232 Lean transactions that have closed, then the underwriter must also have attended lean underwriter training.

Below is guidance for the lender in packaging and submitting an application for approval.  This guidance substantially tracks procedures that have previously been set forth.

A.  Lender Approval

In support of a lender’s application, the following information is to be provided to HUD:

1. Cover Letter. 
2. Exhibit A.  Name of applicant, address, employer identification number, contact person or persons, telephone and fax number, e-mail address, branch offices for residential healthcare facility business with address, telephone and e-mail address, and the FHA Mortgagee ID Number.
3. Exhibit B.  Evidence of approval from FHA’s Lender Approval Division in accordance of HUD Handbook 4060.1 REV‑2, FHA Title II Mortgagee Approval Handbook, including any recertifications.
4. Exhibit C.  Evidence of MAP approval.  

5. Exhibit D. Lender certification that the lender will only use underwriters that have already been approved as 232 Lean healthcare underwriters or who obtain approval as set forth immediately below.

B. Loan Underwriter Approval

          The lender submits the following information to HUD in support of its request for approval of a 232/Lean healthcare underwriter.  

1. Cover Letter.

2. Exhibit A.  Resume for healthcare underwriter which supports five years of experience in underwriting residential healthcare facilities.

3. Exhibit B.  Evidence of approval as a MAP-approved underwriter.

4. Exhibit C.  Evidence that the healthcare underwriter (a) has underwritten, as a trainee,  three Section 232 (New Construction/Substantial Rehabilitation or 223(f))  Loans that have closed and (b) unless at least two of those loans are Section 232 Lean loans that have closed, has also participated in OHP’s Lean Underwriter training.  The lender is to provide to HUD the Lender Narrative, and form HUD-92264-A, Supplement to Project Analysis, for the transactions underwritten by the Healthcare Underwriter.  The Lender is also to provide a copy of the Healthcare Underwriter’s attendance letter from OHP for Lean training, if applicable.

C.  Application Submission and Response Procedures 

A lender should submit two copies of its application to:

Office of Multifamily Development

Room 6134

HUD Building, 451 Seventh Street, SW

Washington, DC 20410

Review and approval or disapproval will take approximately 30 to 45 days from the date the application is received.  The applicant will be informed in writing of the decision.

If you have questions on the approval process, please call Terry W. Clark at (202) 402-2663 or email Terry_W._Clark@hud.gov
Establishment of a Section 232/241(a) queue

We intend to process Section 241(a) submittals in a more expeditious manner and to this end are creating a separate queue for Section 241(a) projects.  We will be moving all currently submitted Section 241(a) projects to this new queue.  For all future Firm Application submittals, please use the attached, revised Certification for Electronic Submittal, which will identify that Section 241(a) projects are categorized in a different queue. 

 
  

Another reminder on bprs!!!

We continue to review applications (with hard copy HUD Form 2530’s) where the entities/participants have not registered in the Business Partners Registration System (BPRS).  This issue has been discussed in at least three previous Email Blasts.   As we will not assign projects to an underwriter until all required entities/participants have been registered in BPRS, significant delays can occur in the processing of projects that are not in compliance.   If it hasn’t been done previously, we ask lenders to review projects that they have in the queue that submitted hard copy HUD Form 2530’s to ensure that they are in compliance.  To register for BPRS, please go to: http://www.hud.gov/offices/hsg/mfh/apps/appsmfhm.cfm.

FROM THE CLOSING CORNER

Tips from the Closing Team

We all want to expedite the closings of LEAN Section 232 transactions.  Ways this can be done include:

1. Use the closing checklists provided to you by the OHP Closer.

2. REMEMBER to tab all exhibits.  

3. Closing package must document satisfaction of Firm Commitment Special Conditions specifics as written.  It is helpful to put a summary page outlining each condition and how it is satisfied.  If there is a question about any conditions, please clarify with the OHP Underwriter before accepting commitment or clarify with the OHP Closer or HUD Counsel early in the closing process.

4. Repairs: Provide clear/labeled photos (scanned/pdf rarely works) and invoices matching the quantities required. REMEMBER to sign and date Owner’s Certification  If on-site materials or labor used, please let us know and remember to document.

Things to remember on Fidelity Bond Coverage

The Fidelity Bond or coverage must name the Mortgagee and HUD as additional loss payees.

Extensions to the Firm Commitment
For Lean Section 232/223(a)(7)s, a Firm Commitment is effective for 90 days.  For Lean Section 232/223(f)s and 232 New Construction projects, a Firm Commitment is effective for 60 days.  We encourage lenders to make every possible effort to work with the OHP Closer and closing attorney to accomplish the closing within this prescribed timeframe.  However, in order to address extenuating circumstances which may arise, the lender may request a 90-day extension to the Firm Commitment (“extension request”)  for 232/223(a)(7)s, and a 60-day extension request for 232/223(f)s and 232 New Construction projects.  The extension request must provide a justification acceptable to HUD that the extension of the Firm Commitment is warranted and necessary in order to accomplish closing by the end of the extension period.   It is both cost effective and efficient for HUD and the lender to process one extension request instead of multiple 30-day extension requests.  If, at the expiration of the granted extension period, the closing fails to occur, HUD reserves the right to consider the application as withdrawn.  In that case, for further consideration, the application will need to be updated and submitted as a new application.

Changes to the Closing Process Taking Place

OHP is changing the method in which we scan critical documents from a  closing in order to have critical documents available to the Account Executives for servicing in a timely manner.   We are now requesting the  Lenders/Lender Counsel to provide an electronic version of all recorded documents to the Closer, in addition to the hard copies already submitted to Headquarters.  The OHP Closer will provide the Lender/Lender Counsel with a “Transaccess  Scanning Sheet” [SEE ATTACHED] that assigns a specific code for each recorded document used during closing.  Effective immediately, all Lender/Lender Counsel will submit this “Transaccess Scanning Sheet”, with the respective documents checked, with the electronic version of the file.  We strongly encourage you to use zip files to accommodate the number/size of documents required to be sent simultaneously.  OHP appreciates your support in this endeavor to provide timely documents for our Account Executives

Transaccess_Scanning_Sheet-UW_and_Closer
List of Non Portfolio 223fs Not Prepped
Updated_Financials_Tables
Certification for Electronic Submittal
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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 <mailto:LeanThinking@hud.gov> 

 
Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@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, by contacting Mike.M.Lawassani@hud.gov
 
For more information on the LEAN 232 Program, check out:

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities
Or check out:


www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
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HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of  September 13, 2011
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Change to our electronic firm application package requirements:
Until further notice and effective immediately, the following documents from the Section 223(f) and Section 223(a)(7) Checklists are no longer required to be submitted to HUD with the Electronic Firm Application package.  These documents will only be required to be submitted to HUD in advance of OGC review in the Legal Completeness Check as outlined in the September 1, 2011 Email Blast.  You are encouraged to monitor your application’s position in the queue so as to ensure all legal documents from Part I of the legal punch list are submitted prior to OGC assignment.  
 

Section 223(f): 
1.   Organizational Docs of Mortgagor (Exhibit 3-2 only).

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

3.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibit 5-2 only)

4.   Documents related to Operating Lease (if applicable) (Exhibit 5-11)

5.   Master Lease Documents (if applicable) (Exhibit 5-12)

6.   Organizational Docs of Parent of Operator (if applicable) (Exhibits 6-1 & 6-2) 

7.   Organizational Docs of Management Agent (if applicable) (Exhibit 7-2 only)

8.  Management Agreement  (if applicable) (Exhibit 7-4)

9.  Licenses (Exhibit 8-2)

10.  Title (Exhibit 8-3)

11.  Survey (Exhibit 8-4) (full size)

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

13.  Ground Lease (if applicable) (Exhibit 8-9) 

14.  Grant and/or Secondary Financing Loan Documents (Exhibit 11-1)

15.  Accounts Receivable Documents (if applicable) (Exhibit 9-12 in current Checklist – Section 12 in future Checklist) 
 

Section 223(a)(7): 
1.   Organizational Docs of Mortgagor (Exhibit 11).

2.   Organizational Docs for principals of Mortgagor (if applicable) (Exhibit 13)

3.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibit 14)

4.   Documents related to Operating Lease (if applicable) (Exhibit 15)

5.   Licenses (Exhibit 18)

6.   Title (Exhibit 19)

7.   Survey (Exhibit 20) (full size)

8.  Master Lease Documents (if applicable) 

9.   Organizational Docs of Parent of Operator (if applicable) 

10. Grant and/or Secondary Financing Loan Documents

11.  Ground Lease (if applicable) 

12.  Organizational Docs of Management Agent (if applicable) (Supplemental Checklist D)

13.  Management Agreement  (if applicable) (Supplemental Checklist D)

14.  Accounts Receivable Documents (if applicable)  (Supplemental Checklist E)

 

 

Please note that the above list of documents is not the entire list of documents that will be submitted to the HUD Attorney for the Legal Completeness Check.  Moreover, some of the above listed Section 223(a)(7) documents may not be listed on the current Section 223(a)(7) Firm Application Checklist – although they will be on a future version.   When the wait time in our queues is reduced to a more manageable number of days, it is likely that we will revise this protocol.
 

 

The “Revised Document Submission Protocol” narrative paragraph of the September 1, 2011 Email Blast is hereby revised to read as follows: 

 

Revised Document Submission Protocol:
When HUD counsel is assigned, OHP will notify the lender of the assignment and request that the lender immediately send one complete hard copy set of the following documents, tabbed and in the following order, to the assigned HUD counsel.  Moreover, the OHP email to the lender will request that the lender send the OHP Program Specialist an electronic version of any documents that weren’t previously sent to HUD.  Please note, the below Exhibit #’s correspond to the revised Firm Application Checklists that will soon be posted to HUD.GOV – if there is no Exhibit # listed, the document is currently not on the Firm Application Checklist.  
 

 

 

UPDATED CHANGES TO  PROGRAM SPECIALISTS AS POINTS OF CONTACT:
The September 1, 2011 Email Blast incorrectly stated that Miranda Schoenecker is the contact for Email Blasts – Mike Lawassani remains the contact.  Below is the revised list:
 

Submitting Early Commencement Requests:  (discussed in 8/24/2009 Email Blast) Miranda.J.Schoenecker@HUD.GOV
 

Email Blasts:  Mike.M.Lawassani@HUD.GOV
 

Refunds of HUD Application Fees:  (discussed in 3/25/2011 Email Blast) Markham.W.Stickney@HUD.GOV
 

FHA Number Requests:  (discussed in 2/23/2011 Email Blast)   Rasheedah.C.Dix@HUD.GOV
 

Submitting the Electronic Firm Application package (including 2 Stage submissions):  (discussed in 2/23/2011 Email Blast)   Michael.D.Luke@HUD.GOV
 

Please send the Electronic Firm Application package to the below address:
Department of Housing and Urban Development
Attention:  Mike Luke
920 Second Avenue South, #1300
Minneapolis, MN  55402
 

To reduce duplication of effort, please only send your emails to the above individuals (do not copy other Program Specialists). 
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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
LEAN Thinking Mailbox – LeanThinking@hud.gov <mailto:LeanThinking@hud.gov> 
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov <mailto:LeanThinking@hud.gov> 

 
Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@HUD.GOV

 
For more information on the LEAN 232 Program, check out:

http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities
Or check out:


www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
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HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of  September 1, 2011
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Chicago Section 232 Underwriter Training/Kaizen:
Registration for the Section 232 lender underwriter training in Chicago that is being co-sponsored by the Eastern Lenders Association and HUD is now closed.  The training is at capacity – with a waiting list. 


Response to CMS Reduction in FY 2012 Medicare Payments to Skilled Nursing Facilities:
On July 29, 2011, the Centers for Medicare & Medicaid Services (CMS) announced a rule reducing Medicare skilled nursing facility (SNF) Prospective Payment System (PPS) payments in FY 2012 by $3.87 Billion (or 11.1% lower than payments for FY 2011).  The basis for the reduction is to “…correct for an unintended spike in payment levels and better align Medicare payments with costs” (source: Centers for Medicare and Medicaid Services - Press Release – Details for: CMS Announces More Accurate FY 2012 Payments for Medicare Skilled Nursing Facilities - July 29, 2011). The overall 11.1% cut represents an average rate reduction, however the actual cuts disproportionately affect the higher-acuity rehab RUG categories.  

To address this, all applications that are currently in the queue and that include underwriting based on FY 2011 Medicare reimbursement rates must be re-underwritten to reflect the FY 2012 Medicare income and expenses (i.e. “normalize” the Medicare revenue).  If such revisions are necessary, the revised documents may be submitted via email to Mike Luke (Mike’s email address is listed below) – please include the project name and FHA Number.  Moreover, effective immediately all new applications submitted must reflect FY 2012 Medicare income and expenses.  If applicable, please change underwriting as follows:

· Use 2011 YTD or trailing 12-month financial statements.

· Deduct Medicare part A revenue.

· Replace with revenue calculated based on underwritten census and Medicare rates effective 10/1/2011.

· Expenses may be adjusted to reflect management’s best estimate of operational changes to compensate for the cuts (please include explanation of any changes in expenses other than normal inflationary changes).

caution on Special use facilities:

HUD has recently experienced several claims on Special Use Facilities.  Special Use Facilities are facilities that serve a particular tenant population (e.g. individuals who are mentally ill, individuals recovering from alcohol or drug dependency, individuals recovering from eating disorders, hospice, etc.).   We are concerned that certain Special Use Facilities may pose a higher risk to the FHA Insurance Fund because of inspection/regulatory regime weaknesses and concerns related to the stability of future funding sources, and therefore HUD Mortgage Insurance for these projects will not be approved, except in extraordinary situations.  

If you are submitting an application on such a project, the lender narrative must fully address the concerns raised in the prior sentence and contain significant risk mitigation - underwritten conservatively (conservative NOI that is well supported by historical numbers, low loan to value, high debt service coverage ratio, long term debt service escrow if needed);   strong (experience and financially) principals; and demonstrated market. 

Contract for Underwriting and Closing Coordination Update:
The Department of Housing and Urban Development’s (HUD) contract for underwriting and closing coordination is in full swing!   As mentioned in the July 8, 2011 Email blast, Summit Consulting, LLC (Summit) is the contractor.  Summit staff were trained by HUD staff in mid-July and to date 24 223(f)’s and 23 223(a)(7)’s have been assigned to them for underwriting (two of these loans have already proceeded to loan committee and had Firm Commitments issued).   

The contract covers Section 232/223(f) and Section 232/223(a)(7) loans only.  Thus far, the loans assigned to the contractor have been taken from the Non-Portfolio 223f and Regular 223(a)(7) Queues.  We will closely monitor and adjust our resources if needed to ensure that the wait time in the queue for loans in the Green 223(a)(7) Queue is shorter than the wait time in the Regular 223(a)(7) Queue.   We will continue to partner with our OGC staff to close loans – the contract only covers the “Program” side of closings.

A.  Prior to assigning an application to Summit, the following must be completed:  

1.  The Firm Application documents that OGC reviews must be sent by the lender to the OGC reviewer and comply with the new legal completeness check protocol listed below.

2.  Updated Financials must be submitted to HUD.  

3.  Our Program Specialist must process any APPS/2530’s (if applicable).

Our Program Specialists will contact you regarding the above as your projects near the top of the queue(s).  Please provide a timely response to our requests for this information.

       

B.  If your project is assigned to a contract underwriter, you will be notified where to send the hard copy Firm Application.  We will also ask that you send the contractor a copy of the storage medium containing the electronic version of the Firm Application.  Please send the hard copy Firm Application and storage medium to the contractor via overnight mail within 48 hours of the receipt of the email request.
Legal Completeness Check:

This procedure applies to Section 232/223(f) and Section 232/223(a)(7) loans only – regardless of whether the project is being underwritten by our contractor or not.   On all projects where the Firm Application documents are received by the assigned HUD Counsel on or after October 3, 2011, HUD counsel will conduct a cursory, objective legal completeness check of Part I documents prior to undertaking a full review. 

The goals of this completeness check are:

· To focus HUD attention, time and resources on projects that are best prepared to close;

· To avoid spending time and resources inefficiently by avoiding projects that submit:

1. Incomplete closing packages;

2. Closing packages that do not meet current HUD requirements;

3. “Dummy” documents that do not reflect the terms of the proposed deal;

4. Blank copies of HUD sample documents;

5. Documents that have not been preliminarily approved by all parties.

Completeness Check Protocol:
Once HUD counsel is assigned, the lender will be notified of the assignment and instructed to send the documents identified in Part I of the legal punchlist, along with a completed and signed copy of the legal punchlist to the HUD attorney.  Please see the attached, revised legal punchlists (one for 223(f) and one for 223(a)(7)) – these will also be posted to HUD.GOV in the near future.  HUD counsel will be copied on the notification email from OHP to the lender.  If HUD counsel does not receive the package within 5 business days, the project will be set aside and remain in the queue.  Please monitor your projects’ position in the queue and ensure that you are prepared to submit documents that are in compliance with this revised protocol when you receive the email from HUD requesting the documents – please do not submit revised Part I documents to HUD prior to this email notification. 

Within four (4) business days of receipt of the documents listed in the “Revised Document Submission”, below,  and a legal punchlist completed by the lender or lender’s counsel, HUD counsel will conduct a cursory, objective completeness check (without doing a full review of the documents).

If any Part I documents are missing or fail to meet the standard described below, counsel will notify (via email) the OHP Program Specialist, the lean legal coordinator, and the OGC assigner (which may be the lean coordinator, the regional counsel or their designee).    Counsel will advise that the package is incomplete and not ready for legal review.  Counsel will provide a brief description of why the package is incomplete, but will not provide detailed comments.  The idea is to do this review quickly without getting into the substance of the deal.

The OHP Program Specialist will notify the lender that the submission is incomplete, and will remain in the queue until corrected (or set aside once the queue is gone). 

To expedite this process, please ensure the following: 

· Sticky notes are placed on the page of the organizational documents with the HUD provisions, so HUD counsel can quickly flip to that page, and note that the item appears complete.

· Title exceptions are clearly numbered (with a marker, if necessary). Exception documents should be marked with the same number at the top.  This will allow HUD counsel to quickly glance at the pro forma and exception documents in order to determine that all exception documents have been submitted.

· Where a HUD sample form is available, the submitted documents shall be redlined against the HUD sample form, and the lender/lender’s counsel must also submit a clean copy of the document.  Any changes to the sample documents, other than the names of parties or state law requirements, must be documented in a memo, and submitted to OHP as a waiver request.

· The submission includes a HUD legal punchlist completed by lender/lender’s counsel indicating which documents have been submitted, and which review items have been addressed. Highlight in yellow items that have been omitted and provide a justification and/or waiver request, as appropriate.  Any documents not submitted or HUD language omitted must be explained with a facially compelling justification for the omission in the lender narrative and in the completed legal punchlist.  For instance, if there is no operating lease submitted, the lender narrative and punchlist must explain that the project does not include an operating lease.  Another example: the lender narrative may state that the HUD operating lease addendum should not be used because of certain specified, unique circumstances, and the lender should request a waiver of this item.

· The certification in the HUD legal punchlist must be signed by the lender or lender’s counsel.  
We will not succeed without your good faith efforts to submit complete closing packages. To this end, we strongly encourage lenders to engage counsel and have the documents reviewed by counsel before they are submitted to HUD.  
Revised Document Submission Protocol:
When HUD counsel is assigned, OHP will notify the lender of the assignment and request that the lender immediately send one complete hard copy set of the following documents, tabbed and in the following order, to the assigned HUD counsel.  Please note, the below Exhibit #’s correspond to the revised Firm Application Checklists that will soon be posted to HUD.GOV – if there is no Exhibit # listed, the document is currently not on the Firm Application Checklist.  

Section 223(f): 

1.   Underwriting Narrative (Exhibit 1-2)
2.   Contact List (Exhibit 1-8)
3.   Organizational Docs of Mortgagor (Exhibits 3-1 & 3-2 only).

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

5.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibits 5-1 & 5-2 only)

6.   Documents related to Operating Lease (if applicable) (Exhibit 5-11)

A.  Operating Lease with HUD Addendum

B.  Memorandum of Lease

C.  SNDA (if applicable for non-related owner and operator)

D.  Estoppel Certification

7.   Master Lease Documents (if applicable) (Exhibit 5-12)

A. Master Lease (with HUD Addendum when available) 
B. Sublease

C. HUD Master Lease SNDA or Subordination Agreement (if related owner and operator)

D. Cross Default Guarantee of Sub-Tenants

8.   Organizational Docs of Parent of Operator (if applicable) (Exhibits 6-1 & 6-2) 
9.   Organizational Docs of Management Agent (if applicable) (Exhibits 7-1 & 7-2)

10.  Management Agreement  (if applicable) (Exhibit 7-4)

11.  Licenses (Exhibit 8-2)

12.  Title (Exhibit 8-3)

13.  Survey (Exhibit 8-4) (full size)

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

15.  Ground Lease (if applicable) (Exhibit 8-9) 
16.  Grant and/or Secondary Financing Loan Documents (Exhibit 11-1)

17.  Accounts Receivable Documents (if applicable) (Section 12) 

	Revolving Loan Note

	AR Loan Agreement and All Amendments

	Lessee Security Agreement with FHA Lender

	UCC-1 Filings and UCC Searches (all)

	Guarantees (if applicable)

	Cash Flow Chart

	Intercreditor Agreement (ICA) between A/R Lender and FHA Lender

	HUD Rider to Intercreditor Agreement

	AR Lender Lock-box Agreement or equivalent control agreement

	Accounts Receivable Financing Certifications (Format posted to HUD.GOV)

	Security Agreement with AR Lender and Amendments


Section 223(a)(7): 

1.   Underwriting Narrative (Exhibit 2)
2.   Contact List (Exhibit 6)
3.   Organizational Chart – Mortgagor (Exhibit 10)

4.   Organizational Docs of Mortgagor (Exhibit 11).

5.   Organizational Docs for principals of Mortgagor (if applicable) (Exhibit 13)

6.   Organizational Docs of Operator/Lessee and Entities in Operator’s Signature Block (Exhibit 14)

7.   Documents related to Operating Lease (if applicable) (Exhibit 15)

A.  Operating Lease with HUD Addendum

B.  Memorandum of Lease

C.  SNDA (if applicable for non-related owner and operator)

D.  Estoppel Certification

8.   Licenses (Exhibit 18)

9.   Title (Exhibit 19)

10.   Survey (Exhibit 20) (full size)

11.  Master Lease Documents (if applicable) 

A. Master Lease (with HUD Addendum when available) 
B. Sublease

C. HUD Master Lease SNDA or Subordination Agreement (if related owner and operator)

D. Cross Default Guarantee of Sub-Tenants

12.   Organizational Docs of Parent of Operator (if applicable) 

13. Grant and/or Secondary Financing Loan Documents

14.  Ground Lease (if applicable) 
15.  Organizational Docs of Management Agent (if applicable) (Supplemental Checklist D)

16.  Management Agreement  (if applicable) (Supplemental Checklist D)

17.  Accounts Receivable Documents (if applicable)  (Supplemental Checklist E)

	Revolving Loan Note

	AR Loan Agreement and All Amendments

	Lessee Security Agreement with FHA Lender

	UCC-1 Filings and UCC Searches (all)

	Guarantees (if applicable)

	Cash Flow Chart

	Intercreditor Agreement (ICA) between A/R Lender and FHA Lender

	HUD Rider to Intercreditor Agreement

	AR Lender Lock-box Agreement or equivalent control agreement

	Accounts Receivable Financing Certifications (Format posted to HUD.GOV)

	Security Agreement with AR Lender and Amendments


UPDATED CHANGES TO  PROGRAM SPECIALISTS AS POINTS OF CONTACT:
We have added another Program Specialist (Mike Luke - Minneapolis), who will now be handling the electronic Firm Application packages.  In the May 6, 2011 Email Blast we summarized the HUD Program Specialists to contact for various issues.   We are revising this (effective immediately) as follows:

Submitting Early Commencement Requests:  (discussed in 8/24/2009 Email Blast) Miranda.J.Schoenecker@HUD.GOV
Email Blasts:  Miranda.J.Schoenecker@HUD.GOV
Refunds of HUD Application Fees:  (discussed in 3/25/2011 Email Blast) Markham.W.Stickney@HUD.GOV
FHA Number Requests:  (discussed in 2/23/2011 Email Blast)   Rasheedah.C.Dix@HUD.GOV
Submitting the Electronic Firm Application package (including 2 Stage submissions):  (discussed in 2/23/2011 Email Blast)   Michael.D.Luke@HUD.GOV
Please send the Electronic Firm Application package to the below address:

Department of Housing and Urban Development

Attention:  Mike Luke

920 Second Avenue South, #1300

Minneapolis, MN  55402

To reduce duplication of effort, please only send your emails to the above individuals (do not copy other Program Specialists). 

The Below Comments Relate to Section 232 Projects that are Adding Additional Units to the Market (Including Substantial Rehabilitation and Section 241(a) Where New Units are being Added): 

A.  Cash Requirement and Financial Qualifications of the Borrower:

The January 25, 2011 Email Blast provided additional clarification on the information required for the Mortgagor Entity Related to Financial Capability and Experience in applications for projects that are adding additional units to the market.  There has been a significant improvement in the documentation provided to evidence the experience of participants who may be previously unknown to our staff.  However, documentation to support the financial needs of a new project is still lacking.

The previous Email Blast stated that in a significant number of cases, the financial statements for many of the newly-created entities typical to new construction/sub rehab proposals often provide only limited financial information.  Therefore, effective on that date, Exhibit 3-7 of the application for Firm Commitment was to include YTD financial statements for the party who will be responsible for the financial requirements (typically the parent entity) at initial closing.  If the legal entity of the Mortgagor will be capitalized by another party, the financial statements for that party(ies) must also be provided.  Lenders were asked to keep in mind that our underwriting process is seeking to confirm that sufficient financial resources will be available for the cash requirements for closing and to meet any unanticipated financial needs of the project going forward.  

The true financial needs of a project are not limited to just the numbers that are reflected under Part III of Form HUD 92264A.  Although Working Capital, Initial Operating Deficit (IOD) and a Debt Service Reserve Escrow, along with any other required escrows, are presented in this document and should mirror the figures included in the Sources & Uses Statement, there may be times when an owner or principal may be required to contribute funds in the future to maintain a successful project.  While it is difficult to determine when and if such an occasion may occur, it is important to us to be able to determine the willingness and ability of the principals to support their project over the long-term.  Their willingness can be determined by documentation regarding their experience and relationships in the community.  Their financial ability can only be evidenced by actual financial reports and evaluation of available working capital.
Effective immediately, Exhibit 3-7 of the application for Firm Commitment must include the last three full years and YTD financial statements for the party who will be responsible for providing the financial requirements for closing and beyond.  The Lender’s Narrative must include a discussion on the available working capital of this party and their ability to support the project over the long-term.  In cases where an individual(s) is providing the cash requirement, one full year financial statement on each will suffice.  The financial statement must meet either of the following requirements:

1.  Personal Financial and Credit Statement, Form HUD-92417:

· The spouse of married sponsors or principals must also sign the form.

· If a spouse’s signature cannot be obtained, the principal must prepare the form reflecting only those assets that are solely in their name and any liability, including those joint liabilities, for which they have any responsibility.

2.  A substitute statement, that contains at a minimum the information contained on Form HUD-92417.  This form must contain the following certifications and criminal warning:
I HEREBY CERTIFY that the foregoing figures and statements contained herein submitted by me as agent of the mortgagor [owner] for the purpose of obtaining mortgage insurance under the National Housing Act are true and give a correct showing of _________________________’s (Name of mortgagor or owner) financial position as of _____________________________ (date of financial statement).

Signed this ____ day of _______, 20___.  Signature of authorized agent with name printed or typed under signature ___________________________.

Warning – HUD will prosecute false claims and statements.  Conviction may result in criminal and/or civil penalties.  (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)

For married individuals, the spouse also must sign the certification. 

During our analysis of new construction or substantial rehabilitation proposals in which units are being added to the market, we take into consideration the financial commitment of the owner and their ability to provide financial strength when needed.  This includes determining the percentage of cash that the party is putting into the transaction related to the total cost of the project.  While a definitive degree of coverage is not required due to the unique nature of each transaction, a level of 20%-30% equity coverage on new construction or substantial rehabilitation projects is anticipated.  Any less than 20% requires an explanation and mitigation.  Effective immediately, the discussion under the Mortgagor’s financial capability in the Lender’s Narrative must include the percentage of owner’s equity into the project.  

B.  Market Studies:

Projects that add units to a market pose a higher risk to the FHA Insurance Fund than do existing projects.  Correctly evaluating the potential market for the appropriate resident type is critical to making the right determination on whether or not the project is the right fit for the location.  Applications that are currently in our Other Queue include projects for which a Market Study may have been completed over a year ago, at a time before the 2010 Census information was available and when a more optimistic long-term economic outlook may have been considered.  In many cases the reality is that particular market areas have not rebounded, and in some cases they have continued to decline.  As we personally inspect the areas during our underwriting, we sometimes find that the optimistic projections in the market studies have not come to pass.  Although we are not making a blanket requirement that updated Market Studies be obtained, Lenders are strongly encouraged to re-evaluate market conditions for any application that may be in the Other Queue for projects that add units to the market.   There are no repercussions for withdrawing an application that may no longer be feasible.

C.  Debt Service Reserve Escrow (DSR):

The January 25, 2011 Email Blast discussed DSR’s.   The below language supersedes the language in the previous Email Blast.  

We recommend that you review whether a DSR escrow should be required as additional mitigation to any new construction or substantial rehabilitation proposal that add units to a market.  The DSR’s that have been placed on  projects of this type that have been approved by loan committee recently have had the following characteristics:

1.   Were in an amount of six to twelve months of principal and interest payments - or longer as needed to mitigate risk. 

2.   The escrow was not mortgageable, and was funded either through cash or one or more unconditional, 

irrevocable letter(s) of credit issued to the lender by a banking institution.

3.   The disbursement procedure called for in the escrow was as follows:   Disbursements from the escrow are authorized monthly with written approval from the Lender’s Servicer and OHP to make debt service payments. Unused portions are returned to the borrower after the project has maintained an average debt service coverage of 1.45 (including Mortgage Insurance Premium) for a twelve month period. A minimum debt service coverage of 1.25 must be demonstrated for each of the twelve consecutive months in the consecutive 12 month period used to determine the average. OHP will look to the servicing mortgagee to certify that this requirement has been met, based on financial statements provided to the mortgagee by the mortgagor.

initial Operating Deficit Escrow (IOD):

An IOD analysis is required on all applications where new units are being added to the subject or when the occupancy performance assumptions used in the underwriting are not presently being achieved by the subject. An escrow will be required when any period of deficit operations is identified. The escrow will provide funding for operating expenses and debt service when net income is inadequate during the initial lease-up and stabilization period. The escrow is not mortgageable, and must be funded either through cash or through one or more unconditional, irrevocable letter(s) of credit issued to the lender by a banking institution.

Disbursements from the escrow may be authorized monthly with written approval from the Lender’s Servicer and OHP to meet any Cash Deficit in the operation of the Project. The term Cash Deficit means the shortfall between Income and Reasonable Operating Expenses. The IOD may also be used to cover Debt Service Payments and Reserve for Replacement Deposits. Expenses not accounted for in the IOD calculation should not be considered reasonable operating expenses. Unused portions will be returned to the borrower at the later of twelve months after final endorsement or when the project has demonstrated to OHP’s satisfaction that the Project has achieved a debt service coverage ratio (including the Mortgage Insurance Premium) of at least 1.45 for each month of three consecutive months. OHP will look to the servicing mortgagee to certify that this requirement has been met, based on financial statements provided to the mortgagee by the mortgagor.

Calculating the Initial Operating Deficit: 

A.  Format: A prototype IOD spreadsheet  has been developed for 232 applications and is attached to this email (this document will be posted to HUD.GOV in the near future). Use of this spreadsheet is mandatory for any application (that requires an IOD analysis) submitted to HUD on or after October 3, 2011 – for all other applications (including projects in the queue) use of this spreadsheet is optional.  This is a template, which incorporates the rules outlined herein and will aid the lender in preparing an IOD calculation that is acceptable to the department. The IOD workbook will be a required exhibit whenever an IOD analysis is required (see above). The workbook should show the cash flows to the period of stabilized occupancy, rather than stopping at the point when a positive cash flow is achieved. Except in unusual circumstances the IOD calculation can use constant dollars, leaving the income and expenses stable without adjusting for inflation. This means that the later periods of stabilized occupancy will exhibit effective gross incomes, expenses, and net operating incomes similar to the underwritten assumptions. 

The operating deficit represents the total of all cumulative monthly losses projected to occur until the project reaches break even operations and produces a consistently positive cash flow. These losses may not be offset by intermittent periods of positive cash flow.

B.  Absorption Rate: The rate that the project is able to fill beds/units should be estimated using a net monthly absorption rate. This rate should account for both move-ins and move-outs, which are part of any normal operation. Preleases can be considered, which will result in more move-ins the first month than the monthly average. The template will delay the reimbursements for the move-ins by two months to account for a payment lag. We urge caution when forecasting or extracting absorption data from comparables –do not double count the preleases in the calculation of the monthly average. While no limit is being placed on the length of the absorption period, the viability of projects with unusually long absorption periods will be brought into question. 

C.   Expenses: At times the expense conclusions of the lender differ from those of the appraiser. That is because the appraiser is asked to use “market” expenses, and the lender is asked to superimpose HUD specific expense requirements over the appraiser’s when calculating the maximum loan amount based on Debt Service. For purposes of the IOD calculation, it is the lender’s expense estimates that should be used, rather than the appraiser’s. 

Because some expenses vary with level of occupancy and some do not, the expense estimate must be forecasted monthly by categories. Names of example categories are given on the IOD template. The names may be changed to correspond to the categories used by the appraiser, owner, lender, or HUD form 92264-HCF. There are a few basic categories that should not be renamed in the template. These categories and the reasons to account for them separately are as follows:

1.  Ground Rent – This expense will not be charged in Interval 1 (see below).

2.  Marketing & Promotion – The estimated amount in this category is usually derived from comparables and generally only accounts for the amount needed to maintain stabilized occupancy. The IOD template will apply this expense at 200% of normal until the stabilized occupancy has been achieved.

3.  Insurance (property & liability) – This expense generally must be paid up front, therefore a year’s worth of this expense will be paid at the end of construction (Interval 2 below). Following that, a monthly amount will be impounded so another full year’s payout will not be necessary.

4.  Real Estate Taxes – This fixed expense will generally be the same regardless of occupancy. For that reason it is accounted for separately so it can be applied at 100%. 

5.  Management Fee – This expense should represent the particular arrangement defined in the management agreement. It is often calculated as a simple percentage of the Effective Gross Income once stabilized occupancy is achieved, but there are generally provisions for a different reimbursement arrangement during the initial lease-up period. The IOD worksheet should reflect those project-specific intricacies. 

6.  Replacement Reserves – This expense category is constant regardless of occupancy and is not collected during Intervals 1&2 (see below). 

a.  Expense Floors: In conjunction with the concept that some expenses vary depending on the level of occupancy, the IOD worksheet should include expense floors. The floor is the level that a variable expense category cannot be expected to fall below. For example, the “Housekeeping & Laundry” expense may be quite low when a project is minimally occupied, but it would never be expected to fall to $0, since a minimum level of staff would need to be retained. The expense floors on the IOD template are to be entered as a percentage of the normal amount; the dollar amounts are calculated automatically. The percentages shown in the IOD template represent OHP expectations for the example expense categories. Giving justification when departing from these expectations may serve to expedite the review process. 

b.  Intervals: A project will begin to incur expenses not covered by the mortgage upon receiving the certificate of occupancy. The monthly debt service payments start later, with interest only at first. Because these expenses phase in at different times there are three distinct expense intervals to consider when calculating the deficit.

(1)  Interval 1 covers the period of time between certificate of occupancy and the end of the construction period/cost certification period. (Note that the construction period is defined as construction time plus two months for cost certification purposes). Technically this is an optional interval, because some projects may have the same certificate of occupancy and construction completion dates and thus would not need an Interval 1. However it is hard to predict if that will be the case when the IOD is being prepared, so the template is set up to assume that Interval 1 will consist of a 2 month period. When calculating expenses for this Interval, no debt service is to be included as an expense. Mortgage interest for this interval is included in the mortgage (Section G Line 53 "Construction Interest"). Replacement Reserves and ground rent are not to be included in Interval 1 since ground rent during the construction period is to be included in the mortgage. This interval will only include the underwritten estimate of all of the applicable operating and leasing expenses for each period (month).

(2)  Interval 2 begins at the end of the construction period/cost certification process (construction time plus two months) and ends at the beginning of loan principal amortization. This period can be no greater than 2 months and is also technically an optional interval. (Amortization must begin no later than 4 months after construction completion for insurance of advances and first day of second month after final endorsement for insurance of completion cases). Again, at the time the IOD calculation is made, the exact length of this period will not be known. For that reason the IOD template utilizes a standardized 2 month period for Interval 2. Debt service in this interval will include payment of interest and MIP, but not principal payments because amortization signals the beginning of Interval 3 (Section G Line 53 of the HUD-92264-HCF includes mortgage interest for the construction period plus two months). Ground rent must be included if the property is a leasehold since only ground rent during construction can be included in the mortgage, and this interval begins after construction completion. Replacement reserves are not included in interval 2. This interval will include the underwritten estimate of applicable operating expenses for each month (period).

(3)  Interval 3 begins at the start of amortization. Amortized debt service is a mandatory expense in this interval, and must include payment to principal, interest and MIP. Ground rent, if applicable and replacement reserves are also mandatory in interval 3. This interval will include the underwritten estimate of applicable operating expenses for each month (period). 

c.  Commercial Income Where commercial facilities are included in the project, a separate operating deficit estimate should be made. The lender will ensure that expenses included in the residential deficit estimate are not duplicated in the commercial operating deficit estimate so as to unfairly penalize the property. The commercial space operating deficit is added to the residential operating income deficit to determine the total project escrow that will be necessary. Any positive income attributable to the commercial space during the deficit period will not offset the residential operating deficit requirements.

Revisions to Two Documents:
We are hereby revising the “Certification for Electronic Submittal” and the “Lenders FHA Number Request Form” to aid in our efficient handling of FHA Number requests and Firm Application submittals.  Please use the attached documents immediately.  These documents will be posted to HUD.GOV in the next week.

Organization of the Media Containing Firm Applications:
To ensure accurate and timely uploading of Firm Application submittals, please organize the Firm Application exhibits into folders on the media in accordance with the various sections on the Firm Application checklist.  Please see the below examples (based on the current checklists): 

Section 223(f):

01_UW

02_Third_Party_Reports

03_Mortgagor

04_Mortgagor_Principal

05_Operator

06_Operator_Parent

07_Management_Agent

08_Real Estate

09_Operations

10_PLI

11_Additional Funding Sources

Section 223(a)(7):
01_UW

Supplemental Checklist A (or B, or C, etc IF you submit one of the supplemental checklists)

As indicated in the above examples, please use an underline in place of spaces and do not use special characters  (\ / : * ? " < > | # { } % ~ &)  in the file names as our system (we use Sharepoint) does not recognize these characters.   Questions can be directed to Mike Luke  - see the email address listed above.  


Revision to February 23, 2011 Email Blast Language on Minimum Lease Payments:
The language in the February 23, 2011 Email Blast related to minimum lease payments required liability (PLI) insurance in the calculation of the minimum lease payment.   As the PLI premiums are paid by the operator, we have removed them from the calculation.  Please see the below revised language - we have decided to leave the remainder of the language intact.   Moreover, please note that this language does not apply to Section 223(a)(7)’s.
 
During the closing of Section 232 loans, OHP and OGC have encountered confusion on the minimum lease payment required for closing documents and operating leases.  For the actual leases, we are requiring that the annual lease payment be calculated using a minimum of a 1.05 coverage ratio - annual principal + annual interest + annual mortgage insurance premium + annual reserve for replacement deposit + annual property insurance + annual property taxes times a multiplier of 1.05.  This minimum coverage level required for executed leases is different than the test measurement used in the 223 F Lender’s Narrative, which remains unchanged - it will continue at the 1.17 coverage level.

CHANGES with New Construction Closings:

In the February 23, 2011, Email Update, we shared with you our plan for handling Section 223(a)(7) and Section 223(f) Closings with the establishment of specific Closing Queues.  As our business with New Construction, Sub-Rehab, 241(a) and Blended Rates loans increase, we have made adjustments to our team of Closing Coordinators.  Tarrie Eckhart has now joined Mollie Yeatts working on New Construction, Sub-Rehab, 241(a) and Blended Rate loan closings.  Effective immediately, a Closing Queue has been established for these transactions once firms are issued.  Projects will be assigned “first in, first out” from this queue.  Please feel free to contact Kate Murray, Closing Workload Manager, at Kate.F.Murray@hud.gov if you have any questions.

Extensions of Firm Commitments While Projects are in the Closing Queue:

The May 6, 2011 Email Blast discussed a procedure for requesting extensions to Firm Commitments while projects are in the Closing Queue.   As we have substantially reduced the time from Commitment issuance to assignment of an OHP Closer, we are rescinding this.    Extensions of Firm Commitments will only be done by our OHP Closers.   If you have a project where an extension of the Firm Commitment is necessary prior to assignment of an OHP Closer, please email Kate Murray, Closing Workload Manager, at Kate.F.Murray@hud.gov.
Hard Copy HUD Form 2530’s:

Please ensure all hard copy submittals of HUD Form 2530’s are submitted on the July 2009 version of the form – we’ve received many submittals recently that were on the previous version of the form.    Moreover, we continue to receive applications (with hard copy HUD Form 2530’s) where the entities/participants have not registered in the Business Partners Registration System – this has been in many previous Email Blasts.  We strongly encourage lenders to review projects that they have in the queue that submitted hard copy HUD Form 2530’s to ensure that they are in compliance with these issues.  To register for BPRS, please go to: http://www.hud.gov/offices/hsg/mfh/apps/appsmfhm.cfm.

Logistics of Sending Documents to HUD Signatories for Closings:
When sending documents to the HUD Signatories identified in the May 6, 2011 Email Blast, please send an email with the following information to the  individual who will be receiving the documents (copying the OHP Closer or on projects closed by our contractor the GTM Closer and the Contract Closer).

· Subject:  Project Name;  Project Number;  Closing Documents for Signature

· The date the documents will be received.

· The date the documents must be received by the entities working on the recording/closing.

Such email should be sent as early as possible, but no later than the day the documents are sent.  The emails of the individuals identified in the May 6, 2011 Email Blast are as follows:

Jason.P.Roth@HUD.GOV
Markham.W.Stickney@HUD.GOV
Rasheedah.C.Dix@HUD.GOV                                                                                              

Miranda.J.Schoenecker@HUD.GOV
Mike.M.Lawassani@HUD.GOV
Submission of Fully Executed Firm Commitments for All Section 232 Projects:

After the mortgagor and mortgagee have signed the Firm Commitment, please scan and email a copy to the OHP Underwriter (or the Contract Underwriter on contractor underwritten projects).  Moreover, please send the original to the same individual.

Quality of Care Issues on Section 223(a)(7)’s:

If applicable to the project, quality of care issues (state surveys) will be analyzed and considered in the underwriting of Section 223(a)(7) projects – particularly if there is a term extension requested.
Posting of the superseded map guide:

Multi-family has replaced their original MAP Guide posting with a new MAP Guide.  As the new MAP Guide does not contain information on Section 232, OHP will be posting the superseded MAP Guide to its HUD.GOV website in the next week.  Please use this reference until OHP is able to post its Section 232 Handbook – this document is in internal clearance. 

AIA B108 and New HUD Amendment:

On any project entering the Other Queue on or after September 12, 2011, the AIA B181, Owner/Architect Agreement, and related HUD Amendment, shall be replaced by the new AIA B108, Standard Form of Agreement Between Owner and Architect for a Federally Funded or Federally Insured Project, and new HUD Amendment.  Until OHP obtains OMB approval of their version of the HUD Amendment, please use the form HUD-92408-M that is posted to HUDCLIPS.  New Construction, Substantial Rehabilitation, and 241(a) documents will be updated accordingly, and posted to HUD.gov in the near future.  The lender may choose to use either the B181 or the B108 (and related Amendment) for any project submitted to HUD prior to September 12, 2011.

Updated “Lender’s PreConstruction Conference Duties,” “Lender’s PreConstruction Conference Agenda,” and Construction Period Improvements:

A.  For all New Construction, Substantial Rehabilitation, and 241(a) loans closed on or after September 12, 2011, the following shall apply:

Final Construction Sets of Plans and Specifications:

The three construction sets of Plans and Specifications shall be prepared according to the attached updated “Lender’s PreConstruction Conference Duties” document, which states:

At the PreConstruction Conference, the attached “Cover Pages for PDF Version of ‘HUD Master Set’ of Plans and Specifications,” and two (2) sets of the plans and specifications, shall be prepared and distributed as follows:

“HUD Inspection Set” of Plans and Specifications:

· Legible, half-size set of Plans, and full-size Specifications manual, annotated, “HUD Inspection Set” on each.

· Both shall be signed and dated on the front sheet of the plans and cover of the specifications by the Architect, General Contractor, General Contractor’s Surety (if applicable), and the Mortgagor/Owner.

· Sent to the HUD Contract Inspector.

“HUD As-Built Set” of Plans and Specifications:

· Full-size set of Plans, and full-size Specifications manual, annotated, “HUD As-Built Set” on each.

· Both shall be signed and dated on the front sheet of the plans and cover of the specifications by the Architect, General Contractor, General Contractor’s Surety (if applicable), and the Mortgagor/Owner.

· Given to the General Contractor.

· This set is not to be used for construction purposes, but rather is red lined as any changes are made to the original documents.

“HUD Master Set” of Plans and Specifications:

· The attached, “HUD Master Set – Plans,” cover sheet shall be executed, and electronically “attached” to the front of a PDF version of Plans (Plans identical to those used for the Inspection and As-Built Sets above).

· The attached, “HUD Master Set – Specifications,” cover sheet shall be executed, and electronically “attached” to the front of a PDF version of Specifications (Specifications identical to those used for the Inspection and As-Built Sets above).

· PDF’s shall be sent on a flash drive, CD, or DVD, to the OHP Construction Manager, Michael Peeler. 

If the Lender or others desire similar copies of the final Plans and Specifications, they shall be prepared per the Lender’s direction.  It is the PreConstruction Conference Coordinator’s responsibility to ensure the above Plans and Specifications are distributed immediately following the Initial Closing, as described above.

B.  Effective immediately, the following shall be applicable to all projects with Insured Advances:
HUD-92437, Request for Construction Changes for Project Mortgages:

Change Order procedures shall follow the most up to date version of the Lender’s PreConstruction Conference Agenda.  Rather than the Lender sending one original hardcopy of the Change Order package to OHP’s Construction Manager, Michael Peeler, they shall create a color PDF version, and send it via email to Mike.Peeler@hud.gov for review, execution, and distribution.

HUD-92464, Request for Approval of Advance of Escrow Funds:

When requesting the release of escrow funds for demolition, off-site improvements, and change orders, the Lender shall create a color PDF version of the package, and send it via email to Mike.Peeler@hud.gov for review, execution, and distribution.

HUD-92485, Permission to Occupy Project Mortgages:

Permission to Occupy (PTO) procedures shall follow the most up to date version of the Lender’s PreConstruction Conference Agenda.  Rather than the Lender sending one original hardcopy of the PTO package to OHP’s Construction Manager, Michael Peeler, they shall create a color PDF version, and send it via email to Mike.Peeler@hud.gov for review, execution, and distribution.

Questions regarding these changes can be directed to Michael Peeler, OHP Construction Manager, at Mike.Peeler@hud.gov.

Attachments:

Lender’s PreConstruction Conference Duties

Lender’s PreConstruction Conference Agenda

Changes to Acceptable Emergency Call Systems:

HUD regulations require all care facilities to have an emergency call system. In the past, the Office of Healthcare Programs has only allowed personal pendant-style systems as a redundant system to a system with stations permanently installed in all sleeping areas and bathrooms.  However, given advances in technology and changes in healthcare philosophy, pendant-style systems alone will now meet HUD’s emergency call system requirement.
Exhibit D of the Lender’s Architectural Reviewer and Cost Analyst’s Statement of Work (SOW) has been updated to reflect this change – see attached.  The revised SOW, which is dated May 5, 2011, will be posted in the near future to HUD.GOV.

This change is also applicable to Section 232/223(f) and 232/223(a)7, where compliance with the intent of Chapter 1 of HUD’s Minimum Property Standards (which references emergency call systems) is required.
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Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters  

LEAN Thinking Mailbox –
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov  

 
Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@HUD.GOV
 
For more information on the LEAN 232 Program, check out:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page
Or check out:
www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
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HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of  July 14, 2011
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Upcoming Section 232 Underwriter Training/Kaizen:
The upcoming Chicago Underwriting Training (September 13th – 15th) is now open to all lenders, third parties, and attorneys on a first come, first serve basis.  There is no limit to how many additional people can be registered but once the cutoff point is reached, we will not be able to accept any more registrations.  (We will work to send another Email Blast as soon as we know this cutoff is reached.) 
The room reservation deadline has been extended from July 10th through the end of July.  You can make room reservations until the end of the month and still receive the $289/night rate, as long as rooms remain in our reserved block.

For those who are new to the Section 232 Underwriting program, this training can be used as a part of the approval requirements, but attendance is not required to become approved or continue to be approved if a previous training was attended.
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Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters
LEAN Thinking Mailbox – LeanThinking@hud.gov 
Have questions about the LEAN 232 Program? Please send them to LeanThinking@hud.gov 
Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@HUD.GOV

For more information on the LEAN 232 Program, check out:
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page
Or check out:
www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
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HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of  July 8, 2011
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Contract for Underwriting and Closing Coordination:
The Department of Housing and Urban Development (HUD) has awarded a one-year contract to Summit Consulting, LLC (Summit) to support Section 232 underwriting efforts within the Office of Healthcare Programs (OHP).  Summit, an 8(a) qualified contractor, will perform the analytical review and due diligence required by OHP’s standardized underwriting process for Section 232/223(f) and 232/223(a)7 applications.  Completed forms and due diligence materials will be evaluated by designated OHP Government Technical Monitors (GTM’s) for approval before submission to OHP’s Loan Committee.  The contractor will work to reduce the pending applications down to a 30-day backlog.

Summit contractors will be required to successfully complete a training course provided by OHP prior to beginning underwriting review activities.  HUD staff will assign queue applications to Summit team members and provide the necessary oversight and guidance needed to perform the required steps and analysis outlined within Section 232 Lean Processing punch lists.  The ultimate goal is to reduce the 232 Program “Queue” by approximately 400 applications within a period of six to nine months.    

Responsibility for the Section 232 residential care program was transferred from the Office of Multifamily to OHP in July 2008.   However, due to insufficient staff levels coupled with rapidly growing demand, the Section 232 application queue began to grow and increase substantially each year to over 400 applications in 2011.
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Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters <http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters> 

LEAN Thinking Mailbox – LeanThinking@hud.gov <mailto:LeanThinking@hud.gov> 
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov <mailto:LeanThinking@hud.gov> 

 
Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@HUD.GOV

 
For more information on the LEAN 232 Program, check out:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page
Or check out:
www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
[image: image15.png]



[image: image16.png]



HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
Update as of  June 28, 2011
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Upcoming Section 232 Underwriter Training/Kaizen:
The Eastern Lenders Association will be sponsoring a Section 232 lender underwriter training in Chicago in September of 2011. Training details:

Dates: 
Tuesday, September 13th (starts at 1:00 pm) 
through Thursday, September 15th (ends at 12:00 pm).

· Location:  

· Swissotel Chicago:  323 E. Wacker Drive, Chicago, IL  60601
· http://www.swissotel.com/EN/Destinations/USA/Swissotel+Chicago/Hotel+Home/Hotel+Home.htm
· Overlooks Navy Pier and Lake Michigan

· Who Should Attend:
· Lenders (max 4 per company) – Priority should be given to underwriters.

· Third Party Vendors (max 2 per company)

· Attorneys (max 2 per company)

· REGISTRATION is limited to 300 people, exclusive of HUD staff

· Registration and Cost:
· Cost is $300 per person, excluding HUD staff.

· Please send one check per company made payable to Eastern Lenders Association along with a completed Registration Form (see attached) to the attention of Jane Pruett (Administrative Assistant for Jeff Allshouse, ELA Secretary):

Ms. Jane Pruett 

Prudential Huntoon Paige

3560 Lenox Road, Suite 1400

Atlanta, GA  30326

jane.pruett@prudential.com 

· Hotel Room Reservations:
· Rate of $289/night plus tax

· Limited number of rooms available for those arriving Monday, September 12th, available on a first come, first serve basis.

· A large block of rooms has been reserved for Tuesday and Wednesday nights, but is on a first come, first serve basis.

· Reserve Online:  https://resweb.passkey.com/go/leantraining
· Reserve by Phone:  Call 888.737.9477.  Mention “LEAN Training” group rate.

· RESERVATIONS MUST BE MADE BY July 10, 2011
· The following topics are anticipated to be discussed (subject to change):

· Update of Policy Issues and our Queues

· Update on Underwriting and Closing Contract

· HUD OGC and 3rd Party Attorney Roundtable

· Appraisals, Valuation, Market and Economic Analysis

· New Construction

· Accounts Receivable Financing and DACA’s

· Master Lease and Subordination Agreements

· Risk Mitigation

· Professional Liability (PLI) and Property Insurance

· Lean Underwriting Process and Frequently Encountered Underwriting Deficiencies

· Portfolio Transactions

· OHP Environmental Review Guidance

· Section 223(a)(7) Issues and Processing

· Questions:
Jon Camps (President, ELA)

Love Funding

jcamps@lovefunding.com 

OR

Nicole Rollenhagen

Nicole.M.Rollenhagen@HUD.GOV
In addition, HUD will be having a Kaizen immediately following this training – the afternoon of Thursday, September 15, 2011 and the morning of Friday, September 16, 2011.   The Kaizen topics have not been finalized as of the date of this writing.   We believe we’ll have a need for a number of our lender partners to be in attendance at this Kaizen.  As we are likely to have only a limited number of slots available, please email Nicole Rollenhagen (see email above) if you are interested in attending the Kaizen.
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Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters 

LEAN Thinking Mailbox – LeanThinking@hud.gov 
Have questions about the LEAN 232 Program? Please send them to LeanThinking@hud.gov 

Interested in getting updates on the LEAN  232 Program?
Join our email list by sending your contact information to:
Mike.M.Lawassani@HUD.GOV

For more information on the LEAN 232 Program, check out:
http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page
Or check out:
www.hud.gov/healthcare <http://www.hud.gov/healthcare> 
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HUD’s LEAN 232 Program
Office of Healthcare Programs (OHP)
 Update as of  May 6, 2011
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Completion of Risk Assessment Worksheet No longer necessary:
The December 18, 2009 Email Blast required lenders to complete a Risk Assessment Worksheet on Section 223(f)’s.  Effective immediately, lenders are no longer required to complete this worksheet.  

status of our queues and HUD.gov:
In the March 25, 2011 Email Blast we asked that you contact one of our Program Specialists for status of projects in our queues.  We have been inundated with requests and it is clear that we need to develop a different procedure for handling this until such time as we are able to timely post our queues on HUD.GOV.  Therefore, we are establishing a separate list of email addresses that includes only lenders who are interested in receiving a weekly email with our queues attached.  To be included in this list, please email Queueupdate@hud.gov with a subject line that reads “Please include me on the Queue Update Emails”.  To ease our burden, we ask that lenders consider having one contact that receives this and distributes the email to others within their organization.  As soon as we are able to make timely postings to HUD.GOV, we will post our queues to HUD.GOV and announce via Email Blast.  In the meantime, we are attaching our underwriting queues to this email blast.

It’s Official!  DCA and DAISA Submission Requirements for Insurance of Advances Projects are Finalized:
For all Insurance of Advances projects where the Deposit Account Control Agreement (DACA) and/or the Deposit Account Instructions Service Agreement (DAISA) were not approved by HUD prior to Initial Endorsement, the final and executed DACA and/or DAISA must be submitted to the project’s OHP Closing Coordinator and HUD office of General Counsel (OGC) when the project reaches 70% construction completion.   The final and executed documents must be approved prior to HUD’s approval of the Permission To Occupy (PTO).

Revision to documents sent to HUD Closing Attorney on a Section 223(a)(7) on a 232:
We are hereby immediately revising the documents sent to the HUD Closing Attorney on Section 223(a)(7)’s on Section 232’s – as originally discussed in the September 18, 2009 Email Blast.  Please see the below revised list (one copy is required on all exhibits):

1. Underwriting Narrative (2)

2. Contact List (6)

3. Organizational Chart – Mortgagor (10) 

4. Organizational Documents of Mortgagor

5. Organizational Documents for each entity in Mortgagor’s signature block (if applicable)

6. Organizational Documents of Operator/Lessee (if applicable)

7. Organizational Documents of Entities Included in the Operator’s Signature Block (if applicable)

8. Operating Lease and HUD Addendum, Estoppel Certificate, Memorandum of Lease and SNDA or Subordination Agreement (whichever is appropriate)

9. Accounts Receivable Financing Documents (if applicable) (Supplemental Checklist E-1 through E-13)

10. Ground Lease (if applicable)

11. Secondary Financing Documents (if applicable) 

12. Commercial Space Leases (if applicable) 

13. Management Agent Documents (if applicable)(Supplemental Checklist D-2)

14. Master Lease/SDNA Agreement (if applicable) 

15. Nursing Home Assisted Facility/Board and Care License (18) 

16. Title Report, Title Policy (ALTA 2006) and Exception Documents (19) 

17. Survey (if applicable) (20) (full size) 

18. Waivers (if applicable)

Extensions of Firm Commitments on Projects in one of our closing queues:
Requests for extensions of Firm Commitments in one of our closing queues should be sent to the below:

Section 223(a)(7)’s:  Markham.W.Stickney@HUD.GOV
All Other Projects:  Miranda.J.Schoenecker@HUD.GOV
Please note that prior to an OHP Closer being assigned, we will only entertain amendments to extend the Firm Commitment – all other amendment requests will be handled once the OHP Closer is assigned.  At this time, we will entertain longer extension requests – 60 or 90 days.

     

HUD Signatories for Closings:
Effective immediately, the HUD signatory on closings will be based upon the assigned OHP Closer:

OHP Closers:  Headquarters Closers

Documents will be signed by Michael Vaughn

Send the documents to:

          Jason Roth, Closing Coordinator

          Office of Healthcare Programs (OHP)

          451 Seventh St., SW, Room # 2247

          Washington, DC  20410

          202-402-8373

          

OHP Closers:  Mollie Yeatts, Tarrie Eckhart, Kathy Budny

Documents will be signed by Roger Lewis

Send the documents to:

          Markahm Stickney

          HUD – Seattle Field Office

          909 First Avenue, Room 430

          Seattle, WA 98104

          206-220-6676

OHP Closers:  Adrienne Cohn and Corley Audorff

Documents will be signed by Patrick Berry

Send the documents to:

          Rasheedah Dix

          HUD – Detroit Field Office

          477 Michigan Ave., Room #1670

          Detroit, MI  48226

          313-226-7900 Ext. 8901

OHP Closers:  David Kanarfogel, Gary Golding, Cheryl Cunz

Documents will be signed by Tim Gruenes

Send the documents to:

          Miranda Schoenecker

          HUD-Minneapolis Field Office

          920 Second Avenue South, Suite 1300

          Minneapolis, MN  55402

          612-370-3000 Ext. 2271

OHP Closers:  John Radcliff, Susan Gosselin, David Cole

Documents will be signed by Tom McMillan

Send the documents to:

          Mike Lawassani

          HUD – San Francisco Field Office

          600 Harrison Street, 3rd Floor

          San Francisco, CA  94107

          415-489-6682

Reminder of November 2, 2010 Email Blast:

Per the November 2, 2010 Email Blast “submittals of a medium or large portfolio batch must be a complete submittal – we will not allow a batch to enter the queue until all Firm Applications in the batch are submitted and are fully complete”.    Any submittals that do not contain all the projects in a batch will be adjusted so the entire batch will have a date entered queue date equal to the date of HUD receipt of the last submittal in the batch. 

Program Specialists to contact:
In previous Email Blasts we have listed the HUD Program Specialists to contact for various issues.  Below is a recap and an update of who to contact:

Submitting Early Commencement Requests:  (discussed in 8/24/2009 Email Blast) Miranda.J.Schoenecker@HUD.GOV
Email Blasts:  Mike.M.Lawassani@HUD.GOV
Refunds of HUD Application Fees:  (discussed in 3/25/2011 Email Blast) Markham.W.Stickney@HUD.GOV
FHA Number Requests:  (discussed in 2/23/2011 Email Blast)   Rasheedah.C.Dix@HUD.GOV
Submitting a Firm Application:  (discussed in 2/23/2011 Email Blast)   Rasheedah.C.Dix@HUD.GOV
Extensions of Firm Commitments while projects are in the Closing Queue (per above):

          Section 223(a)(7)’s:  Markham.W.Stickney@HUD.GOV
All Other Projects:  Miranda.J.Schoenecker@HUD.GOV
To reduce duplication of effort, please only send your emails to the above individuals (do not copy other Program Specialists). 
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Section 232 Leadership Changes:
As some of you may have heard, Roger Miller recently announced certain leadership changes within the Section 232 Program.  Further, we have heard from some of you that the Section 232 leadership announcements made internally within HUD needed further clarification to the industry.  To ensure accurate communication, we wanted to share these important changes with our business partners through this Email Blast.  Thanks so much for your input, and below is additional information, announced by Roger Miller and effective immediately:

Michael Vaughn, named Acting Director of the Section 232 Program:

                Michael has been named Acting Director of the Section 232 Program.  Michael has served exceptionally well in his leadership role of the 232 asset management division and in an overall leadership capacity for the Office of Healthcare Programs (OHP).  Michael is uniquely experienced to lead the entire Section 232 Program with his prior HUD and mortgage lending experiences and with his educational background from Georgetown and Yale Universities.

William Lammers, Health Systems Advisor, will continue in an integral role with the Section 232 Program and with OHP.

                Bill, who has provided strong and enthusiastic leadership as the Acting Director of the Section 232 Program for the past 3 years and has been a tireless advocate for Lean process improvement, will continue to be involved in the Section 232 Program in very important ways.  Bill will continue to serve on the Section 232 Loan Committees, in policy development and Lean Processing activities, and as a key advisor to Michael Vaughn and other 232 leaders in all aspects of the Section 232 Program.  Roger Miller has also asked Bill to provide important advisory services to the Section 242 Program and to the overall OHP leadership team, as necessary.
Other critical Section 232 leadership positions identified for interim, transitional period.

               Other OHP key leadership positions will be posted over the next several months for qualified individuals to apply.  For the interim period of time, OHP has initiated personnel actions for the following individuals to serve as follows:

                Roger Lewis, Acting 232 Development Director

                Kelly Haines, Acting 232 Asset Management Director

                John Hartung, Acting 232 Policy Director

                Kate Murray, Workload Manager for Closing Coordination

Other Leadership Transitions.

Renee Greenman was honored with a certificate of thanks from the Commissioner and an inscribed vase from the OHP staff in Seattle for her leadership service in the Section 232 Program, particularly in the development area and in assisting OHP in implementing Lean Processing.  We wish Renee continued success as she returns to Multifamily Housing full time. 

Mark Williams was thanked for his service in OHP and congratulated for being tapped for the Office of Risk Management staff.  In his new position, Mark will work closely with OHP and all of its healthcare programs.

Nathan Dean was welcomed to OHP as Nate will be bringing his investment banking experience from the Office of Risk Management and transitioning into a new role with OHP.
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Renee’ to concentrate on Multi-family:
We regret to announce that Renee’ Greenman will no longer be working on OHP initiatives – she will be concentrating on her Multi-family work (including process improvement initiatives).   As you know, Renee’ has  filled the role of National Acting Director for 232 as well as the Multi-family Hub Director of the Seattle Hub since the inception of Lean processing of Section 232’s in 2008.    We want to thank Renee’ for her tireless work in the development of the Lean Section 232 processing program.  Needless to say, Renee’s energy and leadership have been instrumental in the development of this program!   

Additional Thank-you:

The OHP team also wants to publically thank Kristine Martin and Pat West in the Seattle office for their contributions.  Kristine has done an excellent job in coordinating our Email Blasts – this will now be coordinated by Mike Lawassani.  Pat did an excellent job in the planning and logistical efforts for our previous Kaizens and training sessions in Seattle (amongst other things).  

Do You have a Question on the status of a project in one of our queues?
Please contact one of our Program Specialists if you have a question on the status of a project in one of our queues.  Their contact information is listed below:

Mike.M.Lawassani@HUD.GOV
Rasheedah.C.Dix@HUD.GOV
Miranda.J.Schoenecker@HUD.GOV
Markham.W.Stickney@HUD.GOV
Consolidation of our REgular 223f and green 223f Queues:
Our current Risk Assessment worksheet has not been an effective tool in identifying the less risky 223f projects and our Workload Managers are having a difficult time in allocating resources between these queues.  For these reasons, we have found it necessary to consolidate our Regular 223f and Green 223f Queues.  The consolidated queue will be named “223f Non-Portfolio Queue”.   The underwriters working on this consolidated queue are the same ones that had been previously working on the Regular 223f and Green 223f queues.

Please use the attached revised Certification for Electronic Submittal immediately.  This document will be posted to HUD.GOV in the future.  

Additional information on refunds of hud application fees:
The February 23, 2011 Email Blast discussed the new process for handling refunds.  Effective immediately, please email Markham Stickney in the Seattle office when you are requesting a refund of an application fee.   Markham’s contact information is listed below:

Markham.W.Stickney@HUD.GOV
Additional clarification on minimum lease payments:
The February 23, 2011 Email Blast discussed Minimum Lease Payments.   Please note that this language does not apply to Section 223(a)(7)’s.

Lean Thinking:

With our continued staffing shortage in OHP, we strongly encourage you to send all general questions and questions related to projects that are not currently assigned to an OHP Underwriter or OHP Closer to Leanthinking@hud.gov.  It is important to use Lean Thinking as it allows us to be more consistent in our responses, gives you a written record of the communication that you can submit with the Firm Application should you choose to submit, and helps in our development of our Frequently Asked Questions. 

Update on HUD.GOV:

Unfortunately, we are continuing to have problems in getting up-to-date documents posted to HUD.GOV.  Until we are able to more consistently update HUD.GOV, please see the below:  

One area on HUD.GOV where none of the links currently work is “Sample Closing Documents”.  We hope to have these links re-established in the next couple of weeks.  In the meantime, if you need an electronic version of these documents, please email Miranda Schoenecker (Miranda.J.Schoenecker@HUD.GOV).  

Attached to this email are the following:

· Our current underwriting queues (numbered 1 through 5)

· Our current closing queues (numbered 6 and 7)   

· New Construction documents where the links do not currently work (numbered 13-16)

· Current listing of Lean new construction and substantial rehabilitation projects (numbered 17)
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New AlTA survey standards effective February 23, 2011:
To address the revised ALTA survey standards that are effective February 23, 2011, we have revised the Lean 232 Survey Instructions and the Owner’s Survey Certification (used when submitting a pre-existing or expired survey). This revised document is attached to this email blast and will be posted to HUD.GOV in the future – previously these were two separate documents.  The acceptability of surveys issued prior to February 23, 2011 will be judged under the old standards, but after this date the new standards are to be followed. 
Revised procedures on FHA Number requests and Electronic firm application submissions:
The November 20, 2009, January 15, 2010, and November 2, 2010 Email Blasts discussed our procedures for requesting FHA Numbers and Electronic Firm Application submissions.   Effective immediately, we are modifying our procedures related to this as discussed below.  In the past, Amee Welch in Seattle has processed all of these requests.  Amee will be transitioning to working on Multifamily process improvement initiatives – among other items.  We want to thank Amee for her outstanding contributions to our team – she has done an incredible job! 

· FHA Number Requests:  The lender requests (via email) assignment of an FHA Project Number from Rasheedah Dix in Detroit (Rasheedah.C.Dix@HUD.GOV).  Such request attaches the completed FHA Project Number request form that can be obtained from the HUD.GOV website.  Rasheedah Dix emails the lender with the assigned FHA Project Number.

· Submitting Firm Applications (project enters queue):  When the Lender has a Firm Application (including an Initial Submittal on a 2 Stage Firm process) that is completely assembled, the items below are sent to Rasheedah Dix (also see below address):

1.  Completed Certification for Submission of Electronic Firm Application (including referenced attachments).

2. Completed Check Transmittal Letter Template 

3. Check for the FHA application fee, and 

4. Storage medium containing the electronic version of the Firm Application 

Rasheedah’s address is:

Rasheedah Dix

Dept. of HUD

McNamara Federal Building

Room #1670

477 Michigan Avenue

Detroit, MI  48226

· Final Submittals on 2 Stage Firm Submissions:  When the Lender has a completely assembled package, below are the procedures for submittal:

· The items below are sent to Rasheedah Dix (see above address):

1.  Completed Certification for Submission of Electronic Firm Application (including referenced attachments).

2. Storage medium containing the electronic version of the Firm Application

· Rasheedah will email the OHP Underwriter and Workload Manager informing them that the electronic application has been submitted.
· OHP Undewriter will contact the lender to request the hard copies of the application.  Final Submittals bypass the queue and go directly to the underwriter.
Mark Williams’ move to the Office of Risk Management:
Effective February 28, 2011, Mark Williams will be moving from OHP to the Office of Risk Management. We want to congratulate Mark and thank him for all his work in OHP - his contributions have been  instrumental in the development of the Lean Section 232 processing program!   We also want to encourage you to send any questions that previously would have been directed to Mark to leanthinking@hud.gov.  Our team is meeting weekly to discuss Lean Thinking questions and are currently averaging replies within our target response period of 7 days.   
Low income housing tax credits and section 232 new construction/substantial rehabilitation projects:
Provided the Firm Applications are submitted in a timely manner, HUD reserves the right to adjust its Other Queue to give preference to processing new construction and substantial rehabilitation Section 232’s that include Low Income Housing Tax Credits (LIHTC) to meet placed in service deadlines on specific projects.   We encourage lenders to submit the Firm Applications on these projects in such a manner that will allow as much time as possible for HUD to act on the applications – including reviewing whether our 2 Stage Firm Application process will provide for such.  

Changes to Our procedure for handling seasoning of debt:
The April 10, 2009 Email Blast discussed our definition of Eligible Debt and the two and five year seasoning rules.  Although this language was silent on the date that the seasoning is based upon, we have consistently required that the two or five year period must have passed prior to the application being submitted (entering our queue).  Because of the length of time that projects are spending in our queues, we are changing how we will handle this.  Effective immediately, the two and five year time period will be based upon when a project is assigned to an OHP Underwriter (exits our queue).  Lenders may choose to submit a project prior to the seasoning period expiring, however, if the project reaches the top of the queue prior to the debt being properly seasoned, the project will be placed on hold.   Lenders submitting projects in such a manner must regularly monitor the project’s progression through the queue and contact a Workload Manager at HUD (prior to the project being assigned to an OHP Underwriter) if it becomes evident that the project will be assigned prior to the seasoning period expiring.  

Refunds of Hud Application fee:
We understand that HUD is no longer issuing refund checks  - all refunds are being handled by Direct Deposit.  To accommodate this procedure, when requesting refunds in the future, please use the attached document as a template for your letter requesting the refund.  This document will be posted to HUD.GOV in the future. 
Management agent and operator grid:
Please see the attached grid.  This document addresses HUD’s closing document requirements for operators and management agents to ensure that HUD has a valid security and regulatory interest in the project assets of the healthcare facility.  Particularly of note, this grid addresses the document signing requirements of the operator and/or management agent for the operating lease, license, equipment, provider agreements, deposit accounts and facility repairs.  This document will be posted to “Sample Closing Documents” on HUD.GOV in the future. 
Stale Date on Phase I Environmental reports:
We have been asked numerous times in the past few months to waive the stale date on Phase I Environmental Reports – listed in the endnotes on our Checklists.  We have turned down all such requests as we are unable to waive this requirement.  
Closing Queue:
We will soon be posting our closing queues to HUD.GOV.  Until these are posted, please see the attached two spreadsheets, which list the projects in our closing queues.  Projects will be assigned from the top to bottom of the spreadsheets.  Currently we have three closing coordinators working on the non 223(a)(7) queue (one of these individuals concentrates on Insured Advances projects).
Clarification on Minimum Lease Payments:
During the closing of Section 232 loans, OHP and OGC have encountered confusion on the minimum lease payment required for closing documents and operating leases.  For the actual leases, we are requiring that the annual lease payment be calculated using a minium of a 1.05 coverage ratio - annual principal + annual interest + annual mortgage insurance premium + annual reserve for replacement deposit + annual property and liability insurance + annual property taxes times a multiplier of 1.05.  This minimum coverage level required for executed leases is different than the test measurement used in the 223 F Lender’s Narrative, which remains unchanged - it will continue at the 1.17 coverage level.
Revised Construction specification template:
OHP will be following the revised construction specification template discussed in HUD Mortgagee Letter 2010-41 – see attached.  All Firm Applications submitted to HUD on or after April 25, 2011, must use the new CSI MasterFormat 2010.  Future revisions to our checklists and other documents posted to HUD.GOV will reflect this revised document.  
Changes to our standard documents:
Please do not change Lean Approved exhibits posted on HUD.GOV.  This includes, but is not limited to, submitting exhibits in MS Excel or QuattroPro when they are to be in original Word format, adding or subtracting fields of information in current documents, and changing language in Firm Commitments.  When these changes are made it takes Underwriters and Closing Coordinators extra time to identify and mitigate these unapproved changes and is contrary to the standardization required under Lean.  We will be following the February 19, 2010 Email Blast and requesting a revision to the Firm Application when this situation is present. 

In addition, if a section of the Lender Narrative or an exhibit is not applicable to your project, please note that it is “not applicable” and explain why you believe this is not applicable.  No sections are to be left blank or deleted from the Template. Your cooperation with this request will help us process your application more quickly.

Market Interest rate above rate used in Section 223(a)(7) Applications:
Given the recent rise in interest rates, interest rates proposed in applications under Lean Section 223(a)(7) may not longer be achievable.  Please advise your assigned OHP Underwriter if this is the case so you can work to ensure your application is consistently updated throughout to reflect a more accurate interest rate at the time of Firm Commitment issuance. For applications still in the queue that are no longer feasible due to interest rate hikes, lenders can opt to withdraw their application and have the application fee returned.  
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Correction to the November 2, 2010 Email Blast:
The Certification for Electronic Submittal that was attached to the November 2, 2010 Email Blast has been revised to remove 5. b., which required pre-approval of master lease, account receivable and/or other important legal documents as identified by HUD on small portfolios.  As the language in the November 2, 2010 Email Blast indicates, this is only required on medium and large portfolio applications (as defined by Notice H 01-03).  Please use the revised (attached) certification immediately.  This revised certification will also be posted to HUD.GOV in the next several weeks.

Although pre-approval of the documents mentioned in the first paragraph is not required on projects that are not part of a medium or large portolio, we urge lenders and outside counsel to have fully developed/vetted documents on other projects as early in the process as possible.   This will reduce the time from Firm Commitment issuance to closing and will make HUD’s review faster (helping to ease the resource constraints that HUD currently faces in OHP and in OGC).

Closing Queue:

As a result of our continued staffing shortage in OHP and in an effort to keep the number of active projects assigned to each OHP closer at a manageable number, we are establishing two separate closing queues – one for Section 223(a)(7) projects and one for all other Section 232 projects.   The logistics of the closing queue are as follows:

· Effective immediately, after a Firm Commitment is issued, if there is not capacity with an OHP Closer, the project will enter the appropriate closing queue.  

· During a project’s wait in the closing queue, lender’s counsel should contact the OGC reviewer to determine whether the legal review of the draft closing documents can commence prior to the assignment of an OHP closer.  The OGC reviewer may reserve the right to delay the legal review of the draft documents until an OHP closer is assigned.

· When a project reaches the top of the queue and an OHP closer has capacity, the proposed OHP Closer will contact the lender and request the draft closing documents.  The lender will have five business days to submit the draft closing documents to the OHP Closer and OGC reviewer (if not already sent to OGC).  If the draft closing documents are not submitted within the five day period, or if the draft closing documents are found to be substantially incomplete or incorrect, the project will be placed back in the closing queue.   If a project is placed back in the queue, the OHP Closer will notify the lender via email about the procedure the lender may follow when they have a complete package prepared.  Note: To be considered complete, the draft closing package must address all special conditions and provide all required evidence that critical repairs have been completed.
· The email the OHP Underwriter sends to the lender after a Firm Commitment is issued, will be revised to include the following for all Section 232’s (previously we had a diferent procedure on Section 223(a)(7)’s) :

Once the firm commitment has been signed by both the lender and the borrower, please return a pdf copy of it to the OHP Underwriter.  Please retain the signed original until a Closing Coordinator has been assigned, at which time you may forward it to the Closing Coordinator.

The below comments relate to A Section 223(a)(7) REFINANCE OF A Section 232 Project, effective immediately (except where noted otherwise):

A.  Establishment of a Green Lane  for Section 223(a)(7) Applications with No Extension of Loan Term, Accounts Receivable Financing or Change of Entities: 

Due to the rapidly increasing volume of Section 223(a)(7) refinancing, and in an effort to expedite processing of the queue, we are establishing a Green Lane.  Applications that do not propose extension of the current loan term do not require as much scrutiny with respect to determining whether they inure benefit to the FHA Fund; accordingly, these applications will move to the Green Lane as a separate queue. In addition, applications that do not propose a Transfer of Physical Assets (TPA), Change of Operator/Agent or Accounts Receivable Financing for HUD approval concurrent with the Section 223(a)(7) transaction require less underwriter and legal review and accordingly, will also be placed in the Green Lane queue. The (a)(7) Green Lane queue will be assigned underwriters on a priority basis over applications requesting approval of a loan term extension, TPAs/Change of Operator or Agent or Account Receivable Financing.   We have revised the attached Certification for Electronic Submittal document to differentiate between Green Lane and regular Section 223(a)(7) applications.

B.  Loan Term Extension Requests on Section 223(a)(7)’s:
In an effort to ensure sound risk management of the FHA Fund for the Lean 232 Program, OHP Underwriters will carefully review requests for an extension of the existing loan term in a Section 223(a)(7) refinance to determine if the additional term will inure benefit to the insurance fund.  Accordingly, underwriters will focus on, and may request supplemental information, as follows based on the proposed application:

· Debt Service Coverage calculation without a term extension and/or Debt Service Coverage calculation with a reduced term extension than proposed in the Firm application;

· Extent of mortgagor contributions to the reserve for replacements, including additional deposits and increases of annual deposits;

· Age and configuration of facility;

· Renovations that have occurred to update the facility.

· Strength of Owner/Operator and Market

C.  Reserve for Replacement Schedules on Section 223(a)(7)’s:
When considering the risk management of the proposed reserve schedule under the Section 223(a)(7) refinance, OHP Underwriters will review the proposed reserve schedule in a manner consistent with current Lean Asset Management guidelines, using a $1,000 per unit “soft” minimum for at least years  1 through 10.

D.  Occupancy on Section 223(a)(7)’s:

Consistent with the Email Blast issued 8/19/10, OHP Underwriters will be requesting current occupancy information when the application is under Firm review for Section 223(a)(7).  In addition, if occupancy numbers are low, underwriters may request information on census trends, and supplemental information on how low census numbers are being addressed by owner/operator/manager.  This is in order to ascertain the project’s current risk profile so that any appropriate asset management risk mitigation activities are initiated.

E.  Interest Rate Locks:

On Section 223(a)(7)’s, lenders are advised against having the mortgagor lock the interest rate until the HUD closing coordinator has advised them to proceed.  The closing coordinator works in concert with the HUD closing attorney to communicate the closing schedule to the lender.  Please work closely with the HUD Closing Coordinator.

F.  Extensions to the Firm Commitment:

For Lean Section 232/223(a)(7)s, a Firm Commitment is effective for 90-days.  We encourage lenders to make every possible effort to work with the HUD closing coordinator and closing attorney to accomplish the closing within this prescribed timeframe.  However, in order to address extenuating circumstances which may arise, the lender may request a 90-day extension (“extension request”) to the Firm Commitment.  The extension request must provide a justification acceptable to HUD that the extension of the Firm Commitment is warranted and necessary in order to accomplish closing by the end of the 90-day extension period.   It is both cost effective and efficient for HUD and the lender to process one 90-day request instead of three 30-day extension requests.  If, at the expiration of the granted 90-day extension, the closing fails to occur, HUD reserves the right to consider the application as withdrawn.  In that case, for further consideration under the Section 223(a)(7) program, the application will need to be updated and submitted as a new application in the Lean 223(a)(7) queue.

G.  Revised Project Capital Needs Assessment (PCNA) Guidelines for Section 223(a)(7) Projects:

The February 6, 2009 Email Blast discussed situations when a PCNA is required on Section 223(a)(7) projects.   That Email Blast required a PCNA complying with the 223f LEAN Guidelines when either of the following is the case at the time the Section 223(a)(7) application is submitted to HUD:

1.  A term extension is being requested.  HUD will consider waivers on a case by case basis where justified. The lender should request the waiver in the mortgage insurance application cover letter and in the Lender Narrative.

2.  At least 10 years of the existing FHA-Insured loan’s amortization period has passed and a PCNA has not been submitted to HUD in the previous 10 years.

Effective for any Section 223(a)(7) project entering the queue after March 25, 2011, a PCNA is also required if the project does not currently meet the fire sprinkler requirements for projects participating in the Medicaid or Medicare programs that must be in place by August 13, 2013 - see the 1999 edition of the National Fire Protection Association’s (NFPA) "Standard for the Installation of Sprinkler Systems” (NFPA 13).

A revised Statement of Work for the Limited Scope PCNA for Section 223(a)(7) will be posted to HUD.GOV in the next few weeks, which addresses these sprinkler requirements (as well as a revised Lender Narrative and Firm Application Checklist).

H.  FHA Application Fees on Section 223(a)(7)’s:

While the loan application fee paid at time of application is equal to .3% of the mortgage amount, please use .15% in the Criterion 10 maximum mortgage calculation on the 92264a, as half of the fee is refundable upon endorsement of the loan under Section 223(a)(7). 

The below comments relate to Section 232 Projects that are Adding Additional Units to the Market (including Substantial Rehabilition and Section 241(a) Where New Units are being Added):
A.  Information on the Mortgagor Entity Related to Financial Capability and Experience:

Exhibit 3-7 of the Firm Commitment Checklist for New Construction requires the year-to-date financial statements for the proposed Mortgagor entity.  In the case of new construction deals, a significant number of Mortgagor entities are newly-created for the sole purpose of developing, owning and operating the new facility.  The financial statements for such an entity, if they exist, often provide only limited information.  Similarly, Exhibit 4-3 of the Checklist requires a Resume for each principal of the Mortgagor.  In many cases the principal entities are newly-created companies, again for the sole purpose of owning and operating the new facility.  A number of applications have been submitted with deficient parent financial history or experience for the parties responsible for the transaction.

Supporting Documentation of Financial Capability:

Effective immediately, Exhibit 3-7 of the application for Firm Commitment must include YTD financial statements for the party who will be responsible for the financial requirements (typically the parent entity) at the initial closing.  If the legal entity of the Mortgagor will be capitalized by another party, the financial statements for that party(ies) must be provided.  The requirements of Footnote 5 of the Checklist apply to all financial statements submitted.  Please keep in mind that the underwriting process is seeking to confirm that sufficient financial resources will be available for the cash requirements for closing, and the Lender must provide the information needed to make such a determination.

Supporting Documentation of Appropriate Experience:

Also effective immediately, Exhibit 4-3 of the application for Firm Commitment must include complete information on the individuals and/or entity that will be bringing appropriate experience to the project.  Appropriate experience is 3 to 5 years successful practice in developing, owning and/or operating board and care facilities, assisted living facilities and/or skilled nursing facilities.  This requirement has been in place for a number of years and continues under LEAN.  If an entity or its principal does not have the appropriate experience, it may contract with a third party experienced operator.  Evidence of appropriate experience should be provided which includes specific project examples including project name, type of care provided, location, unit/bed count, year opened and key operating metrics (fill pace, occupancy, net operating income margins) and specific responsibilities for the management and operation of the example health care facility.  The Office of Healthcare Programs (OHP) is seeking assurance that the developers and other stakeholders are committed to the long-term success of their project and have the requisite experience to operate and manage the project.

In addition to the requirements under Exhibits 3 and 4 of the application package, the Lender Narrative must also provide a complete discussion on the Mortgagor’s commitment to the project, both financially and in a business sense over the long term as well as his/her experience.

For applications that are currently in the processing queue, the OHP Underwriter will request this information from you once the project has been assigned for processing.  Lenders should be prepared to provide this information in an expeditious manner at that time.  When we revise the New Construction, Substantial Rehabilitation, and Section 232/241(a) documents posted to HUD.GOV, we will revise the Lender Narrative Templates and Firm Application Checklists to reflect these changes.

B.  Debt Service Reserve Escrows:

Projects that add units to a market pose a higher risk to the FHA Insurance Fund than do existing projects, particularly with the difficult economic climate we are currently experiencing.  Therefore, all Section 232 projects recently approved by the Loan Committee to add additional units to the market have included the added risk mitigation of a debt service reserve escrow.  Typically these escrows require that six to twelve months of principal and interest payments be held until the underwritten debt service coverage is met for twelve consecutive months.  We recommend that you review whether a debt service reserve escrow should be added as additional mitigation to all such loans.  If you wish to revise a project that has already been submitted, please work with the OHP Underwriter (once assigned) to revise your application.

Authorized Signatures:  

HUD’s Lender Qualification and Monitoring Division (LQMD) maintains a list of lender staff who are authorized to sign on behalf of the lender.  Please ensure that all documents signed by the lender (including those signed at closing) are signed by a person who is on this list.  As this list is an internal document to HUD, if you have questions about which individuals from your company are on this list, please contact LQMD.

Clarification to the Two Stage Firm Submittal Process:  

As has been mentioned in several Lender Conferences/Trainings, if the Initial Submission stage does not result in a Firm Commitment being issued, the lender may request a refund of 50% of the HUD Application fee paid upon submission.

Reserve for Replacement deposits on All Section 232 loans:  

The Statement of Work for the PCNA for Section 223(f) (at IV. D. 13. b.) and for Section 223(a)(7) (at V. D. 9. b.) states the following:  

It is the Needs Assessor’s responsibility to assess the condition of major capital items, and major movable equipment.  This assessment will include a proposed replacement and cost schedule over a 15-year period.  The Mortgagee will then use this analysis to determine the required initial and annual deposits to the Replacement Reserves for Capital Items and Major Movable Equipment.

To ease future asset management of the project, HUD strongly recommends that the annual deposits proposed by the lender in the narrative remain at the same amount for the first 10 years of the loan.   Moreover, as a reminder, on December 1, 2008, OHP implemented the recommended minimum account balance to be maintained in the Reserve for Replacement Account of $1,000 per unit for all Section 232’s.   The initial and annual deposits proposed by the lender in the narrative on all Section 232 projects should take into account this recommended minimum account balance.   

Revision and Clarification to August 19, 2010 Email Blast:  

The August 19, 2010 Email Blast discussed “Lender Inspection of 232 Projects”.  In this language, we asked you to obtain pre-approval for a qualified construction site inspector by emailing Amee Welch.  We are revising this procedure to ask that you send the appropriate request (with resume) to LeanThinking@HUD.GOV.  Moreover, the Email Blast stated that the qualifed construction site inspector must be employed by the lender.  We are hereby clarifying that the qualified construction site inspector must be an employee of the lender (we have had requests for approval of third party individuals, which we have not approved).

Clarification to MAP Guide Section 3.11 A.:  

There has been some confusion related to the language on Section 232/223(f)’s in the MAP Guide at Section 3.11 A, which OHP is following.  The language states that “projects with additions completed less than 3 years previous are eligible as long as the addition was not larger than the original project in size and number of beds”.   We want to clarify that both tests (size and number of beds) must be met in order for a project with an addition to be eligible for Section 232/223(f).

Above-ground storage tanks:  

HUD is required to qualitatively evaluate the risks associated with proximity to hazardous facilities (MAP Guide, Section 9.5.H). OHP reviews on Section 232 applications will consider the potential danger presented by liquid fuel and gas storage tanks, even in cases of refinance where the tanks are pre-existing, and may at times require mitigation. Whenever above ground tanks exist on site, whether containing liquid fuel (over 100 gallons in size), or containing pressurized gas (stationary tanks of any size), a conformance letter from the governing Fire Department/District will be required. The letter must specifically address the safety of the storage tanks. In cases where new units are being added, and where off-site tanks are in close proximity to the subject building, or where safety letters cannot be obtained, a calculation of the Acceptable Separation Distance (ASD) must be included in the application. A useful tool for calculating ASDs can be found at http://www.hud.gov/offices/cpd/environment/asdcalculator.cfm. 

Lender Name Changes:

Please be certain that your current name is reflected on all documents in the firm application submission.   These documents include the draft firm commitment (including all attachments) as well as the lender narrative and any lender certifications.

In addition, please note that when a lender who is approved to do Section 232 loans merges with a lender who is not approved to do Section 232 loans, or a transfer in ownership occurs, or the lender changes its name, a new MAP lender approval application must be submitted to the Lender Qualification and Monitoring Division (LQMD). The certification in Exhibit L of the MAP lender approval application must be signed and dated by an authorized official and contain the following language: 

WARNING: HUD will prosecute false claims and statements. Convictions may result in criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)

Any name change, merger or transfer of ownership involving an FHA - approved lender must be reported to Jacqueline Jones in the Lender Approval and Recertification Division at HUD Headquarters. In such cases, lenders are required to keep their existing mortgagee identification number.

HUD Signature on Regulatory agreement riders:  

Effective immediately, HUD will no longer sign Regulatory Agreement Riders – they will continue to be signed by the Mortgagor and Operator (along with the Regulatory Agreements themselves).  HUD will continue to sign the Regulatory Agreements.
RElease of initial operating deficit (IOD) escrow funds: 

OHP’s benchmark measurement for releasing remaining IOD escrow funds will be the property maintaining at least three consecutive prior months with a debt service coverage (including Mortgage Insurance Premium) ratio of at least 1.45.  OHP will look to the servicing mortgagee to certify that this benchmark has been met, based on financial statements provided the mortgagee by the mortgagor.

Importance of timely submission of firm application documents to hud OGC reviewer: 

OHP believes that allowing time for legal review prior to Firm Commitment will significantly expedite the closing process after the Firm has been issued. Therefore, effective immediately, a hard copy of the Firm Commitment Application documents must be received by both the OHP Underwriter and HUD Counsel prior to the start of review of the application.   We are not changing the 9/18/2009 Email Blast, which lists the hard copies sent  to the OHP Underwriter and HUD Counsel.  When a project is assigned from the queue, OHP will make every effort to obtain a prompt assignment of HUD counsel. As soon as counsel is assigned, the HUD Underwriter will communicate the assignment and contact information to the Lender. 

HUD Inspection fees on section 232/223(f)’s: 

There has been some confusion on the correct calculation of inspection fees on Section 232/223(f)’s.  Below is the correct calculation:

· If the total cost of the critical, non-critical and borrower-proposed repairs is equal to or less than $3,000 per unit or bed (whichever is higher), the HUD Inspection Fee shall be $30 per unit or bed (whichever is higher).  This includes projects where there are no repairs.

· If the total cost of the critical, non-critical and borrower-proposed repairs is greater than $3,000 per unit or bed (whichever is higher), the HUD Inspection Fee shall be 1% of the total cost of the critical, non-critical and borrower-proposed repairs.    

Phase I Environmental Assessments on Section 232/241(a)’s and Section 232 Substantial REhabilitation TRANSACTIONS: 

The current checklists for Section 232/241(a) and Section 232 Substantial Rehabiliation projects posted to HUD.GOV allow for the Phase I Environmental Assessment to be omitted in certain situations.   Effective for any Section 232/241(a) or Section 232 Substantial Rehabilitation project submitted to HUD (entering the queue) after March 25, 2011, and to comply with HUD MAP environmental guidelines, a Phase I Environmental Assessment will be a required exhibit for all Section 232/241(a) or Section 232 Substantial Rehabilitation projects.  When we revise the Section 232 Substantial Rehabilitation and Section 232/241(a) documents posted to HUD.GOV, we will revise the appropriate documents to reflect this change.

clarifications related to several forms that are attached to the Firm commitment:  

There has been confusion related to the completion of several forms that are attached to Section 232 Firm Commitments.   Therefore, please see the below clarifications/revisions.   We encourage following these revisions/clarifications immediately, however, these revisions/clarifications will become mandatory for any project entering the queue after February 8, 2011. 

Form HUD-92264-HCF:

We will no longer require that Form HUD 92264-HCF be submitted for Section 223f transactions. The Lender’s Narrative already covers the items that are on this form.  The requirements remain unchanged for all other Section 232 loan types regarding this form.   When we revise the Section 223f documents posted to HUD.GOV, we will revise the appropriate documents to reflect this change.

Form HUD-92264-A:

The following language applies to all Section 232 loan types and supersedes the language in the 2/19/2010 and 9/18/2009 Email Blasts, which asked lenders to show the more restrictive maximum insurable mortgage (value or cost) on Criteria 3. 

Please use the new Form HUD-92264A that can be found at: http://www.hud.gov/offices/adm/hudclips/forms/files/92264-a.pdf
As has been previously conveyed, the percentage of value used in Criterion 3 on line (a) of the HUD-92264a should be the loan to value in the Section 232 Statute/Regulations.  The lender narrative will contain a discussion of the actual underwritten LTV (including discussion of justification/mitigation if the underwritten LTV exceeds the Lean Benchmarks summarized in the February 19, 2010 Email Blast).

In addition, the attached "92264-A Attachment" must be submitted together with the Form HUD 92264-A to assure that additional LEAN criteria have been considered in determining the mortgage amount. (Those criteria are not mandatory, but should be used unless mitigation has been offered and discussed in the lender narrative.)  This document will be attached to the signed Firm Commitment.

An itemized breakdown of the transaction costs that make up Criteria 7 or Criteria 10 maximum insured mortgage should be provided when applicable. These can be included at the bottom of page 2 or on page 4 of the new form. 

An additional calculation for the initial deposit for the reserve for replacement should be provided for projects with an existing reserve for replacement account. It should show that the existing balance plus the additional deposit equals the total initial deposit. Consistent with current practice, only the additional deposit can be included in eligible transaction costs.

There has been confusion about when to use the appraiser’s Net Operating Income (NOI), and when to use the Lender’s NOI, which sometimes differs in terms of replacement reserve amounts, taxes, and/or management fee.  Except when the lender is correcting for errors, the value used in Criteria 3 on Form HUD-92264-A is to be the market value as determined by the appraiser. Conversely, the NOI used in Criteria 5 will be the lender’s amount, which was derived using facility specific expense amounts for replacement reserves, taxes (when exempt) and management fee. 

The 92264-A Attachment will be posted to HUD.GOV under each loan type.  Moreover, when we revise the documents posted to HUD.GOV, we will revise the appropriate documents to reflect this change.

Reac inspections on projects being refinanced that are currently insured by hud: 

Any project (that is already in our FHA Insurance portfolio) submitted for a Section 223(a)(7) or Section 223(f) refinance (entering the queue) after March 25, 2011 will be required to have the PCNA address the most recent HUD REAC  Physical Inspection and whether deficiencies (if any) identified in the inspection report have been corrected.  The Lender Narrrative Template for Section 223(a)(7), the PCNA Statement of Work (SOW) for Section 223(a)(7), and the  PCNA SOW for Section 223(f) will be revised to reflect this and posted to HUD.GOV in the next few weeks.   When we revise the Lender Narrative Template for Section 223(f) in the future, we will address this issue – in the meantime, please address under the PCNA section.

A New Tool Related to nursing Homes:  

The Office of Healthcare Programs has commenced using Team TSI’s nursing home data analysis & dashboard web application.  This web application and reporting tool will provide new analysis tools and reporting capabilities to underwriters, account executives, and lenders/servicers.  Each user will have the ability to review, monitor, and analyze in a proactive and real-time mode. The web application called IntelliLogix™ enables each HUD user or lender/servicer to access a nursing home’s complete survey, watch list or special focus designation, cost reporting elements, five star rating, and other vital historical data elements related to the operation of nursing home facilities throughout the United States.   For a lender to obtain access to the portal to view their existing FHA insured portfolio, please email the request to surveyresults@hud.gov.  There is no charge for the lender to access this site for their existing FHA insured portfolio.  However, if a lender would like to obtain information on facilities that are not currently FHA insured, they will need to contact TEAM TSI CORPORATION at 1-800-765-8998 for separate pricing information.  The additional cost to include non-FHA insured properties will be the obligation of the requesting lender.   Disclaimer: Team TSI is one of many companies in the industry that provide this type of information for a fee. The reference to this company should not be interpreted as an endorsement by HUD to the expertise of the company or quality of the product provided.    

Queues and Staffing related to Section 232 processing: 

Below is a snapshot of our current underwriter staffing that we have allocated to each queue and our goal for monthly output from each underwriter.   As has been previously mentioned, OHP hopes to hire additional staff in early 2011 – to address underwriting and the OHP program side of closing.  We intend to closely monitor our staffing allocation and make adjustments when necessary. 

· Green Lane Queue and 223f Regular Queue: currently 6 underwriters assigned to work on these queues.  We intend to closely monitor both of these queues and allocate resources as needed to ensure that Green Lane projects are processed as quickly as possible.  We estimate 1.5 to 2 projects brought to loan committee per underwriter per month.

· Other Program Queue:  currently 3 underwriters assigned to this queue.  We estimate 1.5 projects brought to loan committee per underwriter per month.

· Portfolio Queue:  currently 6 underwriters assigned to this queue.  Please see the 11/2/2010 Email Blast for timing estimates on this queue.

HUD.GOV: 

As many of you know, we have experienced significant problems with our HUD.GOV website over the past month.  We are working diligently to fix the problems that remain.  As of the writing of this email blast, below is the latest:

· We have fixed the broken links to the New Construction and Early Commencement documents posted to HUD.GOV.

· Updated “Lender Duties Related to the PreConstruction Conference” has been posted.    The document’s date that is listed on HUD.GOV is being changed to November 15, 2010.  The duties in this document have been updated to reference both Originating and Servicing Lenders.

· Updated, “Lender’s PreConstruction Conference Agenda” has been posted.  The document’s date that is listed on HUD.GOV is being corrected to September 30, 2010.  The Agenda has been updated, including Item #16, Permission to Occupy, to reference possible related Firm Commitment Special Conditions.  The Agenda was also updated to replace a number of old OIHCF references with OHP.

· We have separated the documents posted to HUD.GOV for the 2 Stage Firm Submittal Process between new construction and substantial rehabilitation documents.  We are  revising the format of the posting, however, documents for New Construction Initial Submittal, New Construction Final Submittal, and Substantial Rehabilitation Initial Submittal are posted to HUD.GOV.  We will post the documents for Substantial Rehabiliation Final Submittal in the next few weeks. 

· We are working on posting the latest Weekly Statistical Report (along with archive versions of this document) and a spreadsheet that contains detailed information on each of the Section 232 loans that OHP closed in Fiscal Year 2010.

· We are working on posting a list of the projects in each of our queues.  Only FHA project numbers will be listed – except the portfolio queue, which will also list batch numbers.  Projects are listed in the order we received the Firm Application submission – with those listed at the top having earlier submission dates.  The posting of the Section 223(a)(7) queues will lag several weeks behind the posting of the four other queues.   We intend to update this frequently in the future.

· We are working on re-establishing the links to the Sample Closing Documents. 
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Attachment:

Additional Criteria for Determination of Maximum Insurable Mortgage (Section I of HUD-92264-A)
 
Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters
 

LEAN Thinking Mailbox – LeanThinking@hud.gov
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov
 

 

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:
http://portal.hud.gov/portal/page/portal/HUD/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page
Or check out:
www.hud.gov/healthcare
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