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Technical Review/Database Adjustment Appeal Process
As a reminder, FR–5526–N–02 - “Public Housing Assessment System (PHAS): Physical Condition Scoring Notice and Revised Dictionary of Deficiency Definitions the Scoring Notice (here) explains physical inspection scoring as well as deficiency definitions inspectors use while inspecting facilities.  For Technical Review/Database Adjustment Appeal process, please see REAC’s Physical Inspection Documents and Guidance website (here). 

Keywords:
Technical Review/Database Adjustment Appeal process

Back to top
Issue Resolution Process

In the February 25, 2015 Email Blast, ORCF announced the formation of an Issue Resolution Committee.  This is a reminder that, as set forth in the February 25, 2015 article, if an issue needs to be brought to the Issue Resolution Committee, the lender is provided the opportunity to provide a succinct write up explaining the lender’s position on the matter with any needed charts and justification. This document will be presented in its entirety to the Issue Resolution Committee.  Please work with your assigned underwriter to provide this material.  
Keywords:
Issue Resolution Process
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Radon Testing Requirements
All applications submitted after the effective date of Handbook 4232.1 REV-1 must comply with the handbook’s radon guidelines.  Note that radon testing requirements will apply regardless of the project’s Radon Zone designation.
Keywords:
Radon Testing, Environmental
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Web-based Instructional System for Environmental Review (WISER) Training Modules Now Available

The HUD Office of Environment and Energy is pleased to announce the release of a new module series: Web-based Instructional System for Environmental Review (WISER) (here).  This online training series provides training for those who are interested in understanding the various areas to be considered in conducting an Environmental Review.

The WISER curriculum offers detailed and specific information on environmental topics, enabling users to evaluate topics such as risk to endangered species, considerations regarding bodies of water such as rivers, ponds and wetlands, as well as how to achieve environmental justice goals and protect HUD-assisted projects from excessive noise.

Each module includes a downloadable key definitions PDF, knowledge checks to confirm comprehension, and links to needed resources.

Additional WISER modules addressing more topics central to understanding the environmental review process, such as site contamination and historic preservation will be forthcoming.

To explore this new curriculum, visit the WISER webpage (here).
Back to top
FHA Number Issued – Data Cleanup Project

ORCF is currently completing a data cleanup project of FHA Numbers that have been issued, but no subsequent application has yet been submitted.  Any FHA Numbers issued prior to October 1, 2015 where no application has been submitted to date are being noted as “withdrawn” in our systems.  If you have concerns about any FHA Number that falls into that category, please send an email to 232FHARequests@hud.gov, and we will work with you to address that FHA Number assignment and application.

Keywords:
FHA Number
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Please Keep Documents under 50 MB

As a reminder, many recent submissions to the queue have documents that have been over 50 MB.  HUD servers cannot handle documents over 50 MB.  To avoid a delay in processing, please ensure all documents submitted in your application are under 50 MB.  This may require splitting the submission into smaller documents sizes.  

Keywords:
Application
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FROM THE CLOSING CORNER

Evidence of Clear Title for Non-Critical Repair Escrow (NCRE) Closeouts

In the June 29, 2016 Email Blast, ORCF reminded Lenders that we are now approaching the deadline for completion of non-critical repairs draws for many projects.  A question has come up regarding what Lenders can provide as evidence of clear title for NCRE closeouts.  ORCF has determined that a current lien search is sufficient evidence of clear title for NCRE closeouts.  This includes Lender-Delegated final closeouts.  

For all loans closed on or after July 20, 2015, please submit the final draw/closeout request to 232NCRrequest@hud.gov.   

If you have any questions related to closeout requests, please see the ORCF website - NCRE section here or email 232NCRrequest@hud.gov.  

Keywords:  Non-Critical Repair Escrow; NCRE
Avoid Closing Delays

Identifying potential delays or changes upfront of the Closing process (after Firm Issuance) can help avoid unnecessary delays with Closings.  The Closing Team is asking for Lenders to help identify and disclose potential changes or “surprises” that may impact closings once the project is assigned an ORCF Closing Coordinator.  Examples of changes or “surprises” may include:

· Changes in terms, amounts, secured interests, or parties anticipated in secondary financing prior to closing 

· Change in the number or type of licensed bed/units licensed or otherwise expected

· Change of Borrower (participants), Operator or Management expected prior to closing

· Substantial survey requirements that will require an updated survey prior to closing

· Existing UCC filings and litigation.  If any existing UCC filings and litigation searches are expected to be on the pre-closing litigation/UCC search report, the same information provided to ORCF underwriting must be provided to the HUD closing team.  (2/27/14 EmailBlast)

· Anticipated changes in loan amount prior to closing

· Expected extenuating circumstances that could influence closing (e.g., borrower out of country, tax exchange, funding resource deadline or availability)

· Other potentially significant changes in the transaction since the time of the firm commitment, including the need for waivers or amendments to special conditions or required repairs. 

Help to avoid delays in closing your 232 project by sharing any changes or “surprises” that may impact your 232 closing immediately with your assigned ORCF Closing Coordinator.

Reminder for all New Construction Cost Certification Package Submissions:

The Office of Healthcare Programs (OHP) requires Lenders to review all Construction Cost Certification documents prior to submission to the OHP Closing Coordinator.  Under the Lean 232 program, the Cost Certification review is the responsibility of the Lender. 

ORCF would like to emphasize:
· The ORCF Closer will perform an analysis of the Lender’s conclusion and final mortgage determination, based on the documentation provided, starting with the Lender Certification (form HUD-91129-ORCF).  This certification is the Lender’s summary review of the Cost Certification Package.  This is a Certification and is to include the Lender’s supported final conclusions. 

· All packages must include the required forms and documents as outlined in Handbook 4232.1, Section II, Production, Chapter 11, Section 11.10.  Incomplete Cost Certification Packages will be returned to the Lender.

Please Note: ORCF shall conduct a detailed review if the Borrower applies for a mortgage increase.  Requests for mortgage increases will go back to Loan Committee for final approval. 

Please contact your ORCF Closer if you have any questions specific to your project.

Back to top
Document Links Included In This Blast

1. FR–5526–N–02 - “Public Housing Assessment System (PHAS): Physical Condition Scoring Notice and Revised Dictionary of Deficiency Definitions the Scoring Notice
2. REAC’s Physical Inspection Documents and Guidance website 
3. Web-based Instructional System for Environmental Review (WISER)
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Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mail list, please go here.

HUD’s Lean 232 Program

Office of Residential Care Facilities (ORCF)

Update as December 6, 2016

[image: image4.png]



December 6, 2016 Contents

Handbook 4232.1 REV-1 Published
Document Links Included In This Blast


[image: image5.png]



Handbook 4232.1 REV-1 Published

Handbook 4232.1 REV-1 was published on December 6, 2016 and will be effective January 5, 2017.  The updated handbook provisions will apply to all new loan applications, as well as other transactional requests for existing Section 232 projects (e.g., change of participants, Reserve for Replacement requests, etc.), received on or after January 5, 2017.  Additionally, the updated handbook provisions will apply to all projects in the Section 232 portfolio, and to all lender/underwriter approval requests received on or after January 5, 2017.

Handbook 4232.1 REV-1 (here) continues to improve the Section 232 Program by updating and revising guidance that required further clarification or that needed to better reflect program policy.  Minor corrections, grammatical errors, etc. were also made throughout the Handbook.  Below are some highlights of revisions in Handbook 4232.1 REV-1.

Section I – Introduction

· Incorporates Housing Notice H-2015-08 and Mortgagee Letter 2015-16 regarding Underwriter Approval Delegation (Section I, Chapter 2)

Section II – Production

· Updates loan sizing and eligibility matters (Section II, Chapters 2 and 3)

· Updates existing guidance for debt seasoning and bridge loans  

· Updates guidance on line of credit financing and specifically addresses REITs

· Provides guidance on the use of tax credits on 232 transactions

· Identifies as ineligible those projects having a CMS special focus designation

· Provides further details for allowable costs during cost certification

· Updates guidance and references related to the Previous Participation Final Rule

· Enhances underwriting in ways that foster improved asset management and servicing (Section II, Chapter 2)

· More clearly articulates expectations with regard to the experience and capacity of prospective owners and operators

· Adds the requirement of HUD form 91128-ORCF for consistency in method of estimating Initial Operating Deficit, and provides a solid basis for comparing projected and actual draws and intervening early on if necessary

· Provides an optional process for delegating non-critical repair escrow administration to the FHA lender/servicer--which makes ORCF consistent with Multifamily and fosters more efficient use of HUD staff time

· Consistent with new documents, treats nonprofits as nonprofits for distribution purposes.  If for-profit underwriting benchmarks are met, they have limited ability to take surplus cash.

· Updates environmental and related matters (Section II, Chapter 7)

· Revises the Subsurface Exploration/Geotechnical Investigation policy to be consistent with industry standards and MFH

· Adds a new section to provide guidance on Radon Reports

· Revises guidance language related to the environmental review process with the implementation of the new HUD Environmental Review Online System (HEROS).

· Improves and clarifies property and professional liability insurance requirements (Section II, Chapters 14)

· Adds depth and specificity to property insurance requirements, bringing HUD requirements in line with industry standards and making them more consistent with Fannie Mae property insurance requirements.  

· Sets forth updated Master Lease Requirements (Section II, Chapters 13)
· Includes clarifying language regarding alternatives to master lease when there is no operating lease  
· Clarifies guidance on Insurance Upon Completion Section II, Chapter 18)

Section III – Asset Management

Revisions include updates necessary to correspond with those made in Sections I and II (e.g. environmental, Previous Participation, etc.).  Other revisions highlights are described below.

· Lays out expectations of lenders in proactive monitoring and risk management (Section III, Chapter 4)

· Sets forth expectations of lenders regarding financial statements and regarding notices of matters placing Permits and Approvals at risk (information that lenders now receive pursuant to the Accountability Rule)

· Delineates specific review criteria for financial and operational data received, as well as timing and reporting requirements to HUD 

· Provides details regarding lender follow-up with borrowers to obtain action plans addressing financial or operational performance

· Includes various provisions for lenders to get involved in addressing problematic issues as they arise.  (Though some lenders already do this sort of monitoring, standards will guide such reviews and foster consistency.)

· Addresses various workout tools in detail, as well as lender involvement in such workouts (Section III, Chapter 4)

· Specifically addresses loan modifications, staying substantially consistent with the Multifamily approach (Section III, Chapter 5)

· Addresses master lease and accounts receivable financing issues in asset management (Section III, Chapters 9 and 10)
· Revises ‘Optional Lender Delegated Approval’ processes and procedures for Reserve for Replacement and Non-Critical Repair releases (Section III, Chapter 3)

· Amends Reserve for Replacement deposit and investment requirements (Section III, Chapter 3)

· Broadens language for some Asset Management requirements to reference current governing protocols housed elsewhere within HUD (e.g. REAC, DEC, etc.) instead of specific details in the Handbook that would trigger actions, and may change over time in those originating locations (Section III, Chapters 3 and 6)

Keywords:
Handbook 4232.1 REV-1
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4. Handbook 4232.1 REV-1
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Roger Lukoff Appointed as Deputy Assistant Secretary for Office of Healthcare Programs

Principal Deputy Assistant Secretary for Housing Edward Golding has announced the appointment of Roger Lukoff as the new Deputy Assistant Secretary for Healthcare Programs.   Roger brings a wealth of experience to the position, experience in the Office of Healthcare Programs (OHP), DHHS’s Centers for Medicare and Medicaid Services (CMS) and the private sector.

Roger has led OHP as the Acting Deputy Assistant Secretary for Healthcare Programs since May 2016.  He joined HUD as Associate Deputy Assistant Secretary for OHP in 2010. In conjunction with the OHP Management Team, Roger developed and implemented organizational policies, strategies, plans, and operating guidelines to address the leading national healthcare mortgage insurance programs.

Prior to his HUD service, Roger was the Associate Regional Administrator at CMS, where he was responsible for the Northeast Consortium Survey, Certification and Enforcement Division, overseeing quality assurance and standards for hospitals, long term care facilities and other healthcare facilities and suppliers participating in federal health programs.

Before joining CMS, Roger was a senior healthcare executive at a major integrated health delivery system in Pennsylvania. He is a Certified Fellow of the American College of Healthcare Executives.  He completed his undergraduate degree at the University of Massachusetts at and his graduate degree at The George Washington University.  Roger also completed the Wharton Management Program in Business Administration at the University of Pennsylvania. He is an adjunct professorial lecturer in the Graduate School of Public Health, Department of Health Policy at George Washington University and in the School of Public Affairs, Department of Government at American University.

Roger is extremely proud of the 161-member FHA Healthcare Team supporting a health care facility portfolio of over $32 Billion, including $3.7 Billion in production during the past year.

Please join HUD in congratulating Roger! 

Keywords: Deputy Assistant Secretary
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Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason.
Connect with HUD on Social Media and follow Secretary Castro on Twitter and Facebook.

If you wish to be taken off this mail list, please go here.

HUD’s Lean 232 Program

Office of Residential Care Facilities (ORCF)

Update as of October 26, 2016
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Interest Rate Reduction Loan Modifications

Thank you for your help in making ORCF’s Interest Rate Reduction Loan Modification (IRR) program such a great success.  Now that the IRR program has been operating for a few years, ORCF has some helpful information to make the process even quicker for everyone involved.

Document Submission
When submitting documents to ORCF during any stage of the IRR process, keep all exhibits separate.  Do not combine them into one PDF.  Do not use long file names or special characters other than hyphens, underscores, and periods.  Do not add cover sheets to your exhibits.

You may need to submit documents to HUD via multiple emails if the attached files exceed 10MB.  You may also submit documents to ORCF via an online file transfer system. 

Lender Analysis and Recommendations
Use the most recent template available on ORCF’s website.  Do not add a cover letter, table of contents, or any other additional pages to the beginning of the Lender Analysis template.

Recorded and Other Final IRR Documents
After HUD issues the Final Approval Letter and you have completed the IRR, please remember to send the final IRR documents back to ORCFLoanModification@HUD.gov.  The email should include the recorded Modification Agreement, Allonge, and Final Approval Letter.  Be sure to include the effective date of the modification and the date of recordation.  If there was no need to record a Modification Agreement because the security instrument does not state the interest rate, please explain this in the email and include the other attachments.

This information is used to update all of HUD’s systems with the modified interest rate, and is a critical part of the IRR process.

Project Capital Needs Assessment (PCNA)
A PCNA is only required for the IRR submission if a PCNA or comparable reserve analysis (e.g., as found in a 232NC application) has not been submitted to HUD in the previous 10 years.  This PCNA requirement is an IRR program requirement, and the existing regulatory agreement has no bearing on whether a PCNA must be submitted.

In order to start the IRR review as soon as possible, the PCNA can be submitted within 90 days of the IRR submission.  A sample PCNA special condition is as follows:

Prior to closing, the borrower and lender shall provide a certification that states they will submit a PCNA in accordance with the ORCF PCNA Statement of Work, as well as a timeline of repair completion with sources of funds.  The certification must state that the borrower and lender will submit these items to the lender’s assigned HUD Account Executive by [date 90 days from IRR submission].  The certification must also state that the borrower and lender understand that if HUD reviews the IRR package and issues a Preliminary Approval Letter, the PCNA and timeline for completion must be submitted to the HUD Account Executive, even if the loan is not modified.

Balance Sheets
Balance sheets are no longer a required IRR exhibit.

GNMA Guidance Letters

Although the lenders are responsible for compliance with any applicable GNMA requirements, ORCF does not require a GNMA Guidance Letter as an IRR exhibit.

Other Asset Management Actions
The IRR program is for interest rate reductions only.  The ORCF IRR reviewer will not combine other asset management actions with the IRR review.  Submit TPAs, AR financing, and other asset management actions to your assigned HUD Account Executive.  Existing asset management actions or issues that may impact the processing of your IRR must be addressed with your assigned HUD Account Executive prior to submission of the IRR.  When you submit the IRR for review, explain the plan you have worked out with your assigned HUD Account Executive for processing these actions concurrently.

Incomplete and Incorrect IRR Submissions
The IRR program is a streamlined program.  ORCF’s intent is to allow you and the borrower to modify your interest rate as soon as possible.  To accomplish this, ORCF needs IRR submissions to include all required exhibits, and expects the exhibits to be correct.

The exception for submitting an IRR without a required PCNA is explained above.  If extraordinary circumstances will not allow you to provide another exhibit at the time of IRR submission, you may email a request to provide an incomplete IRR submission to Corley.D.Audorff@hud.gov and ORCFLoanModification@hud.gov.  If ORCF agrees to review an incomplete IRR submission, a special condition will almost always be added to the Preliminary Approval Letter requiring that the missing exhibits be submitted prior to closing.

An incomplete or incorrect IRR submission very often results in severe closing delays and a great deal of anxiety over extension fees.  For example, the lack of a signed Survey Affidavit of No Change at the time of the IRR submission is a good indicator that a major issue is being pushed to the closing stage, after rate-lock has occurred.  

Under no circumstances will extension fees or other timing problems be sufficient grounds for HUD to close an IRR without resolving any issues to ORCF and OGC’s satisfaction.  Please carefully consider the circumstances surrounding any missing exhibits or other issues that have not yet been disclosed to HUD when deciding to rate-lock.  

Multiple Related IRRs

If you plan to submit six or more IRRs for projects with a common principal, please contact Corley.D.Audorff@hud.gov and ORCFLoanModification@hud.gov early during your preparation.  ORCF can modify the review process to save everyone a great deal of time.  This has already been successfully implemented multiple times.  

Thank you for participating in the IRR program.  ORCF wants this program to improve continuously for you and your borrowers.  If you have any suggestions, questions or concerns, please reach out to Corley.D.Audorff@hud.gov.  

Keywords: IRRs, Loan Modifications, Loan Mods, Interest Rate Reductions
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Complete 3-Year Income & Expense History 

For existing projects, the Lender Narratives call for 3 full years of financial history plus any partial years.  Sometimes historical income and expense information is available for a subject facility, but the lender does not consider it applicable because a prior operator or owner kept different accounting or a facility’s operation has drastically changed.  The Lender Narrative should still include all of the prior three-year historical information and the underwriter should simply explain why some years are not applicable.  This historical information would be useful to HUD reviewers and loan committee members and provide a better overall picture of the recent history of the subject property.  Do not fill the historical tables with various trailing income and expense information in lieu of the needed 3 years of annual information.

Keywords: Lender Narrative, 3-Year Income & Expense History
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FY 2016 ORCF Production Statistics

Production statistics for ORCF for Fiscal Year 2016 are available on ORCF’s web site:  FY 2016 Summary Statistics (here) and FY 2016 Closings (here) 

Keywords: FY 2016 Statistics
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FROM THE CLOSING CORNER

NEW Workload Manager for the ORCF Closing Team

ORCF is proud to announce Jason Roth as the new Workload Manager for the ORCF Closing Team!  Jason brings a wealth of experience not only as an Underwriter but as a Closing Coordinator for several years in ORCF and specifically the Section 232 Program.  Join us in congratulating Jason on his new role!

Keywords: ORCF Closing Team
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5. FY 2016 Summary Statistics  
6. FY 2016 Closings
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Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason.
Connect with HUD on Social Media and follow Secretary Castro on Twitter and Facebook.

If you wish to be taken off this mail list, please go here.
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Final Rule and Processing Guide Set Forth Revised Previous Participation Review Process; Training is Scheduled

HUD has now published a Final Rule, available here, that revises HUD’s regulations for reviewing the previous participation in federal programs of certain participants seeking to take part in multifamily housing and healthcare programs administered by HUD’s Office of Housing.  The Final Rule clarifies and simplifies the process by which HUD reviews the previous participation of participants that have decision-making authority over their projects.  The Final Rule, together with an accompanying Processing Guide (included as an Appendix to the Final Rule):

· Clarifies which individuals and entities will undergo review, 

· Clarifies HUD’s purpose in conducting such review, and 

· Describes the review to be undertaken.  

By targeting more closely the individuals and actions that would be subject to previous participation review, HUD brings greater certainty and clarity to the process.  HUD also provides program participants and HUD itself with flexibility in the necessary previous participation review for entities and individuals that is not possible in a one-size fits all approach.  Through this Rule, HUD replaces the current previous participation regulations in their entirety.  The Rule and accompanying Participation Guide will become effective on November 14, 2016.

HUD is offering training on the Rule and the Processing Guide on November 7, 2016 from 1:00 to 3:00 p.m. Eastern Standard Time.  The training will be via webcast and will also be archived for later viewing.  You may access the training using the following links, which will not be active until 30 minutes before the scheduled start time:

With Captions - http://portalapps.hud.gov/HUDMediaChannel/liveplayer.jsp
Without Captions - http://portalapps.hud.gov/HUDMediaChannel/liveplayer_secondary.jsp
You may submit questions or suggestions related to the training to LeanThinking@hud.gov by October 28, 2016, using the subject line “Previous Participation Webcast.”  (If your questions relate to HUD Multifamily transactions, you will want to use the email box Multifamily has set up for this purpose, MF_PreviousParticipation@hud.gov.)

Keywords:
Previous Participation Final Rule
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Document Links Included In This Blast

1. Retrospective Review—Improving the Previous Participation Reviews of Prospective Multifamily Housing and Healthcare Program Participants
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Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mail list, please go here.
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Lender Relations’ New Point of Contact

Mary Walsh has accepted the position of HUD Multifamily Director in the Southwest Region, effective September 4, 2016.  We are happy for Mary and know she will do extremely well in that position.  The HUD Multifamily Office—along with the multifamily industry-- is fortunate to have Mary in her new role.

One of Mary’s key roles has been that of liaison to lenders.  This has been of critical importance so that ORCF can continue to improve its processes and so that you lenders, with feedback from ORCF, can do so as well.  John Hartung, Director of the Policy and Risk Analysis Division has agreed to assume this function.  Beginning immediately, lender inquiries should be directed to John, preferably via email (John.M.Hartung@hud.gov).  The Policy and Risk Analysis division will also be responsible for providing annual reports to lenders regarding performance issues.

Again, congratulations to Mary!

Keywords:
Lender liaison
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Revised Lender-Level Certifications Are Now Required

MAP Lenders and 232 lenders were provided the below message via email on August 5th by the Office of Housing.  Out of an abundance of caution, however, we are including it here as well.
The Federal Housing Administration (FHA) implemented the final revisions to its Lender Annual and Initial Certifications effective August 1, 2016. The implementation follows FHA’s publication of a 30-Day Notice of Proposed Information Collection in the Federal Register (Docket Number FR-5909-N-13) on March 15, 2016.

As clarified in HUD Handbook 4000.1, FHA-approved lenders complete the Annual Certification at the end of each fiscal year as a part of their overall recertification requirements using the Lender Electronic Assessment Portal (LEAP). As of August 1, 2016, all new LEAP recertification packages will reflect the revised certification statements.

Lenders applying for new FHA approval complete the Initial Certification as part of FHA's Online Application. As of August 1, 2016, all new applicants must complete the revised certification statements. The implementation may also affect some in-process applications. 

The revised certification statements are available for review on FHA’s “Annual Recertification” and “How to Become an FHA-approved Lender” web pages, which can be found under the “Approvals & Renewals” tab on www.hud.gov/lenders. The Office of Management and Budget’s (OMB) approval documentation, including a Summary of Public Comments, can be accessed at www.reginfo.gov by searching for OMB Control Number 2502-0005 under “Information Collection Review.”

Lenders with questions may contact the FHA Resource Center at answers@hud.gov or (800) 225-5342.

Keywords:
Lender Certification
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Project Capital Needs Assessment to Address Water Quality

Section IV.E.2 of the PCNA Statement of Work requires that matters needing correcting related to health and safety be detailed.  Drinking water is one such matter.  When a PCNA is submitted as an application exhibit, the report is expected to address the safety of the facility’s drinking water supply.  In this regard, documentation confirming that the facility’s potable water supply meets local, state, and federal safe drinking water standards is to be included in the PCNA report or, in cases where the water supply does not meet the applicable safety standards, corrective measures must be identified as a critical repair. The implementation of corrective measures must be completed and compliance with the applicable water quality standards must be confirmed prior to the loan closing.

Keywords:
PCNA, Health and Safety, Water Supply
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Account Executive Facility Assignment – Contact Listing 

As a reminder, please check for updated Account Executive Assignments on the Account Executive Facility Assignment – Contact Listing posted on the Section 232 Program website: Loan Servicing Guidance Home Page (here).  Click on Account Executive Facility Assignments – Contact Listing to download the spreadsheet.     

A number of Account Executive reassignments were recently made.

Keywords:
Account Executive Facility Assignment – Contact Listing
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CMS Provider Agreement Number

As a reminder, please provide the CMS Provider Agreement Number (if there is one) in the contact sheet.  If it does not apply, please put “N/A.”  Many lenders have been missing this part.  It should be a 6-digit number with no spaces/dashes/etc.
Keywords:
CMS
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ORCF Presentation on Webinar – SEPTEMBER 27, 2016, Focusing Primarily on Owner/Operator Compliance Issues

ORCF will make a presentation on a webinar on September 27, 2016.  The webinar will run from 2:00pm to approximately 3:00pm Eastern.  The webinar is hosted by the American Health Care Association/National Center for Assisted Living and will be open to AHCA/NCAL members and nonmembers.  There is no charge for participation.  

The HUD presentation topics will include:

· Requirements in connection with making capital improvements to an insured property

· Requirements in connection with taking distributions from the facility’s accounts. 

· Requirements regarding expenses—reasonableness & nexus to facility 

· Financial reporting and record keeping requirements, including updates on electronic submission processes

· Procedure for requesting HUD approval for

· change in participants (e.g., change in owner, operator, agent)

· secondary loans on a facility

· changes in the licensed beds

Registration for this webinar is available here.
Keywords:
Owner/Operator compliance, Webinar
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7. Section 232 Program website: Loan Servicing Guidance Home Page  
8. PCNA Statement of Work 
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Back to top
[image: image17.png]



Past Lean 232 Updates are available online.
Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare.
Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.
We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mail list, please go here.
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Guidance on Shared Operating Expenses in the Operator Healthcare Regulatory Agreement
Paragraph 20, HUD 92466A-ORCF Healthcare Regulatory Agreement provides guidance for operators for “Books, Accounts, Financial Reports, and Financial Covenants” (here).  The provision addresses, among other matters, the documentation and reasonableness of expenditures for the particular project.  When multiple projects are sharing expenses, the parties must be very attentive to the implications of this provision on the allocation of costs among the projects; each project can be allocated no more than its appropriate share of an expenditure benefiting multiple projects. 
In this regard, Lenders shall ensure that when projects share expenses (as when they are part of the same or adjacent buildings, or part of a continuum of care campus), the method of determining costs (for each significant account, whether by allocation and/or direct charges with timecards, invoices, etc.) is established in legal documents such as shared use, operations, maintenance, access, cost or easement agreements (which must be reviewed and approved by ORCF prior to their execution). 

Common shared expenses to be described should include such items as nursing or other resident care staff, office or administrative staff and space, marketing (salaries, commissions, office space, expenses), maintenance staff and supplies, kitchen and meals, amenities such as chapels, theaters, barber and/or beauty shops, snow-plowing, and landscaping.

If such written agreements do not currently exist, it is the responsibility of lenders to work with their borrowers to draft such documents to assure compliance with the Regulatory Agreement – Operator.     

It is also the responsibility of the lender to notify the ORCF Account Executive of the existence of shared expenses and provide any documentation that may be requested to assure compliance with the Regulatory Agreement – Operator.

Keywords:
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Project Capital Needs Assessment (PCNA) Statement of Work Update 

The Project Capital Needs Assessment (PCNA) Statement of Work, Section 232/223(f), has been updated, and is now dated May 10, 2016 (here).  The following sections have been updated:

· IV.B.3.e. – Seismic Resistance Requirements.  The ASCE 31 reference has been corrected, and ASCE 41-13 has been added when repairs are required.

· IV.B.4 – Compliance with the Department of Health & Human Services, Centers for Medicare & Medicaid Services, final rule entitled, “Fire Safety Requirements for Certain Health Care Facilities.”  CMS amended their final rule for fire safety standards, and the Statement of Work now references the applicable Codes.

All Firm Commitment Applications submitted after July 1, 2016, must utilize this updated Statement of Work.

Key Words:  Seismic, Fire Safety
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FROM THE CLOSING CORNER

Non-Critical Repair Escrow (NCRE) Administration and Close-Out Process

In the June 24, 2015 Email Blast, ORCF announced that administration of the Non-Critical Repair Escrow (NCRE) on all loans closed on or after July 20, 2015, would be conducted by the ORCF’s Closing Team.  This task became part of the post-closing items handled by the assigned ORCF Closer and all submissions to HUD related to the NCRE were to be submitted electronically to the following email box:  232NCRrequest@hud.gov. 

We are now approaching a year since implementation of this process and the deadline for completion of these repairs draws near for many projects.  Please keep in mind the following actions required for the final draw and closeout of these escrows: 

· On or before the one-year anniversary of closing and the deadline for completion of all repairs covered by these escrows, please submit the final draw/closeout request to 232NCRrequest@hud.gov.  

· If the lender elects to provide a six-month extension based on adequate justification provided by the Borrower, please send a notification of the extension to 232NCRrequest@hud.gov.  

If you have any questions related to closeout requests, please see the ORCF website - NCRE section here or email 232NCRrequest@hud.gov.  

Keywords:  Non-Critical Repair Escrow; NCRE
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10. HUD 92466A-ORCF Healthcare Regulatory Agreement
11. Project Capital Needs Assessment (PCNA) Statement of Work, Section 232/223(f) 
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Back to top
[image: image20.png]



Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mail list, please go here.
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Retrospective Review—Improving the Previous Participation Reviews of Prospective Multifamily Housing and Healthcare Programs Participants; Supplemental Notice of Proposed Rulemaking Published May 17, 2016

A Supplemental notice of proposed rulemaking, [FR–5850–N–03] RIN 2502–AJ28, “Retrospective Review-Improving the Previous Participation Reviews of Prospective Multifamily Housing and Healthcare Programs Participants; Supplemental Notice of Proposed Rulemaking,” was published on May 17, 2016 (here).  This document opens the public comment period solely for the provisions in the Processing Guide (Guide), which addresses concerns that, although the proposed rule provided greater flexibility, it lacked the specificity and clarity to which HUD committed.  HUD is seeking comments on the Guide, which provides the specificity and clarity requested. 

This Guide supplements HUD’s Previous Participation Review regulations in 24 CFR part 200, subpart H.  The Guide defines controlling participants for previous participation review, new flag approval, and rejection guidance and flag protocols in federal programs of certain participants seeking to take part in multifamily housing and healthcare programs administered by HUD’s Office of Housing.  The Guide aids in clarifying and simplifying the process by which HUD reviews previous participation of participants that have decision making authority over their projects as one component of HUD’s responsibility to assess financial and operational risk to projects in these programs.  Comments are due by June 16, 2016. An easy to read version of the notice is posted on HUD’s website here.
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Handbook 4232.1 Draft Revisions Posted on ORCF Policy Drafting Table

Since the publication and implementation of Handbook 4232.1 in September 2014, ORCF has been continually reviewing and considering areas that required further clarification or needed updates to reflect recently developed program policy.  As a result, ORCF has proposed draft revisions that are now posted on ORCF’s Policy Drafting Table (here).  ORCF invites all industry partners to provide voluntary feedback by  no later than June 1, 2016.  Industry feedback has been a critical component to ORCF’s highly successful administration of the Section 232 program to date.  With feedback from our industry partners, ORCF will be better able to assess the possible effects of the proposed policies.  To submit voluntary feedback, please follow the instructions on ORCF’s Policy Drafting Table.   
Please note, the draft revisions posted on ORCF’s Policy Drafting Table are not final and will still need to go through full Departmental clearance before publication and implementation.  Readers should not assume that the draft directives will indeed be pursued.
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Sales History in the Appraisal

A common issue with appraisal reports is that they are not compliant with the sales history reporting requirements found in Handbook 4232.1, Section II, Chapter 5.3.R.3.  The Handbook states, “the sales price must be analyzed.  If the property has sold within 3 years, or within the date range of the comparable sales, the price per unit/bed, capitalization rate, marketing time and market exposure must be provided.”  Depending on the details of the transaction is may also be necessary to comment on how the property was marketed, the volume of market interest, which assets were included/excluded from the transaction, and if there were any special conditions or terms.  Many appraisals report the subject’s most recent sale but fail to include all sales, agreements of sale, options, listings, within a three-year period.  Under the Uniform Standards of Professional Appraisal Practice (USPAP) it is not sufficient to simply report the subject’s sales history.  USPAP requires that if the required information is not available, the efforts made to obtain the information must be presented. When the information is irrelevant, its lack of relevance must be explained.  Failure to meet to these requirements will require appraisal revisions which will increase the processing time.

Keywords:
Appraisal, Sales History
Back to top
ORCF Anticipates Risks to SNFs in Connecticut 

ORCF would like to make the industry aware that the 232 portfolio has been adversely impacted by the State of Connecticut’s efforts to diversify and “right-size” skilled nursing facilities.  ORCF anticipates Lenders will address the potential impacts on a facility resulting from the State’s efforts to rebalance the provision of long-term care toward home and community based settings in their Lender Narrative.  Lenders should discuss these risks under Other Risk Factors Identified by Lender or where the Lender Narrative states: “Discuss any departures from historical reimbursement, mix and trends here.”  Among the resources Lenders may use in addressing the long-term financial viability of a project in Connecticut is the State of Connecticut Medicaid Long Term Care Demand Projections Databook (here), last updated on August 12, 2014.  
Keywords:
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Quality Control Reviews Update

Quality Control Plans and Reviews are a requirement of every lender participating in Section 232, per Handbook 4232.1, Section I, Chapter 2.9.  ORCF will consider waiver requests to forego the 2015 QC Review from any Section 232 lenders with only one commitment/closing of a Section 232 project in 2015.  If a lender wishes to pursue waiver consideration under this condition, the lender must send a completed HUD-2-ORCF waiver to Mary Walsh, Lender Relations Liaison by July 1, 2016.  
Keywords:
Quality Control Review
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ORCF Reminds Lenders of Required Reporting of State Survey Findings 

ORCF would like to remind the industry of the reporting requirements for State Inspections of Section 232 FHA-Insured projects found at Handbook 4232.1, Section III, Chapter 3.10.5.  As it pertains to Licensed Nursing Facility surveys, reporting is only required when a survey has any findings higher than a “G” level or any repetitive “G” level or higher findings from prior surveys.  Lenders should anticipate a communication from the Operator within two business days of receipt of a notice, report, survey or other correspondence from the governmental entity (e.g. Notice of Imposition from the Centers for Medicare & Medicaid Services (CMS)).  Consistent with the Section 232 Handbook, ORCF anticipates that the Lender will notify the ORCF Account Executive of any finding that poses an immediate threat to licensure or funding, and that the Lender will notify the AE as soon as the facility is back in Substantial Compliance.  
Keywords:
State Inspections, CMS Oversight
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Training On the Submittal of Quarterly Operator Financial Statements Through the 232 Healthcare Portal

Servicing lenders began submitting quarterly operator financial statements to ORCF in May 2015.  At that time, the servicing lender was required to submit 23 data elements (defined on ORCF’s website) to the 232 Healthcare Portal, on each loan they serviced each quarter.  Based on industry and ORCF collaboration, this amount has been drastically reduced to 8 key data elements.  Consequently, HUD intends to provide training for lenders and operators in mid-May 2016 on the new 8 key data submission elements.    

Keywords:
Operator Financials Portal; 232 Healthcare Portal; Operator Financial Training
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ORCF Correspondence Should Continue to Use LeanThinking@hud.gov
As part of the Office of Multifamily Housing Transformation, various regional/state email boxes have been set up for industry questions.  Although those mailboxes are for Multifamily questions, some Section 232 questions have also been submitted there.  To avoid delays in getting your ORCF issues addressed, please be sure to use the ORCF mailbox, LeanThinking@hud.gov.  If your question relates to a project in ORCF underwriting review or asset management, you should contact the assigned ORCF staff directly.
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Lean 241(a) Processing Resumes, Without Need For Independent Review Of Collateral Modifications
A June 24, 2015 Email Blast article addressed an issue that GNMA had raised regarding collateral modifications of multifamily and healthcare loans in mortgage-backed securities that are included in GNMA REMIC Trusts.  That article spoke to GNMA concerns and the fact that GNMA was conducting a transaction-by-transaction independent review of collateral modifications of each such loan, particularly each Section 241(a) loan.

In its 12/30/15 All Participants Memorandum and again in its 1/27/16 Multiclass Participants Memorandum, GNMA has now announced that it is ceasing this review, based on clarification the IRS had provided through a “general information letter.”  In that letter (here), the IRS explained that collateral modifications of the multifamily and healthcare loans do not constitute modifications of the mortgage-backed security certificates that are included in Ginnie Mae REMICs.  Thus, a change in the collateral for the underlying mortgage(s) is not a change in the mortgage-backed security that backs the REMIC.

In light of GNMA’s determination to cease these reviews, ORCF is back to processing Section 241(a) loans through its Lean process, and stands ready to do so with an underwriting team concentrating on these and other healthcare loans that involve new construction, additions and improvements.

Keywords:
241(a)
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Historical Financial Performance In Lender Narrative and Decision Circuit Must Be Consistent with The Owner’s Certified Operating Statements
The historical financial performance summarized in the lender narrative and decision circuit must match the owner’s certified operating statements.  It is acceptable to combine categorized expenses and exclude depreciation, interest, debt service, income based taxes, and expenses similar thereto.  Historical management expenses, real estate taxes, capital improvements, and reserve for replacement however must be reported based upon the certified operating statements without offset or change.  The decision circuit will normalize some expenses, which is allowed. Otherwise the history will reflect actual operations without adjustment. Any income or expenses that are considered by the appraisal or underwriter to be atypical should be adequately described and supported in the appraisal and the decision circuit narrative.

Keywords:
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Updated Lender’s Architectural Reviewer and Cost Analyst’s SOW – New Construction, Substantial Rehabilitation, and 241(a)

At the suggestion of ORCF’s Appraisal team, the Lender’s Architectural Reviewer and Cost Analyst’s SOW – New Construction, Substantial Rehabilitation, and 241(a), has been updated (here).  Section IV.A.1. now includes language regarding existing or proposed Aboveground Storage Tanks (AST) containing hazardous substances of an explosive or fire prone nature, located on-site or directly visible from the site.

All Firm Commitment Applications submitted to HUD after February 29, 2016, must use this revised document dated December 16, 2015.

Any questions regarding AST’s should be directed to Terry Bessette, ORCF Senior Appraiser, at (401) 277-8312, or Terry.L.Bessette@hud.gov.

Keywords:
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Updated Lender’s Pre-Construction Conference Agenda

The Lender’s Pre-Construction Conference Agenda has been revised, and is dated December 16, 2015 (here).  Improvements have been made to the following topics: Initial Start Date, Inspection and Supervision by Project Architect, Change Orders, and As-Built Survey.

Remember, the Lender’s Pre-Construction Conference Coordinator works with ORCF’s Construction Manager, Michael Peeler, to schedule and conduct the Conference.  The Conference is scheduled only after a date for Initial Closing has been set, or an Early Start or Early Commencement has been approved, and shall be no earlier than one week prior to Closing and the start of construction.

All Conferences conducted after February 29, 2016 shall use this new Agenda.
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Updated ORCF Clarification on Describing State Regulatory and Funding Risk and Mitigation
In the September 23, 2015 Email Blast (here), ORCF provided the industry with the State Risk Summary Grid to provide suggestions on how to address and mitigate funding and regulatory risks.  The questions to consider contained in the grid drew attention to some potential risks and approaches to consider for a number of facility characteristics.  

Over the last several months, ORCF has contacted Lenders and requested responses to these questions to consider when projects under firm application review exhibit the characteristic identified in the summary grid.  Based on the responses provided and subsequent underwriting reviews of these projects, ORCF provides the following updated state risk summary grid.  This grid is not meant to limit the extent of the Lender’s inquiry; ORCF expects Lenders to address State budget and regulatory constraints, including but not limited to Medicaid reimbursement delays, as appropriate.  

Updated State Risk Summary Grid
(Print Version here)

	State Risk Category
	Facility Characteristics
	Questions to Consider

	Medicaid Waivers – Final Home and Community-Based Services Rule - high Medicaid Census & combos including SNF beds
	· Non-SNFs with Medicaid Waiver residents and either: 

· Concentrated MI/DD population (e.g., >=25%), or

· Very high Medicaid Census (e.g., >=80%)

· Combined SNF/ALFs with Medicaid Waiver residents whose DSCR falls below 1.0 with a minimal decline in Medicaid Census or Rate  

(NOTE: CMS will require combined SNF/ALF settings to undergo “heightened scrutiny”)
	Indicate whether facility is at risk of being unable to comply with the Rule.  
· Refer to the Statewide Transition Plan (here), CMS responses to or approval of the Plan, State Regulatory language and State Medicaid Agency input, as applicable.  
· If unable to determine from the above, discuss the facility's compliance with HCBS Settings requirements (here).  
· If facility appears unable to comply, demonstrate ability to operate without Medicaid Waiver residents.

	Money Follows the Person (MI/DD)
	Concentration of MI/DD population (e.g., >=25%) in either: 
· Combined SNF/ALFs 

· Projects with any Board & Care, or

· Projects with ICF beds
	· If MI/DD residents are primarily non-elderly, how might facility be impacted by MFP, Balancing Incentives Program and other state “rebalancing” efforts?  
· Are there constraints on facility’s ability to serve other types of residents?  
· Is State Medicaid funding for MI/DD residents stable?* 

	Money Follows the Person (Non-Elderly, Physically Disabled & Elderly)
	Projects with SNF beds whose DSCR falls below 1.0 with a minimal decline in Medicaid Census or Rate
	· How might the facility be impacted by MFP, Balancing Incentives Program, nursing facility “right-sizing” initiatives and other state “rebalancing” efforts?  
· If the subject facility may be impacted, are there any constraints on the facility’s ability to serve other residents in these beds/units?

	Olmstead Plans, Cases & Settlement Agreements 
	Projects with a concentrated MI/DD population (e.g., >=25%)
	Consider pending or resolved Olmstead cases, Settlement Agreements, Olmstead Plans and initiatives in the state:  

· Is the facility at risk of being unable to serve this population?  
· What constraints would limit the facility’s ability to serve other types of residents?  
· What approaches would the facility employ to serve new residents if no longer able to serve an MI/DD population?*  


*NOTE: For SNFs, ORCF determines concentration of MI/DD residents using data from CMS Form 672 related to the Mental Status of residents.  If the CMS Form 672 indicates a concentration of MI/DD residents, but the subject facility does not actually serve this population, please provide evidence of the number of residents with primary and/or secondary psychiatric diagnoses.
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Risk Management Programs
Handbook 4232.1 and the current Operator Regulatory Agreement include a requirement that Operators must implement and maintain a risk management program.  While the current versions of the Lender Narratives have not yet been updated to specifically include this discussion in the template, lenders are encouraged to discuss facility risk management programs, including appropriateness of the existing or proposed plan, with mitigation as necessary, in order to address the HB and Regulatory Agreement requirements.  Loan defaults and claims have a high incidence of quality of care issues, and are therefore an important component of underwriting considered by Loan Committee.  Section II, Production, 2.5 General Requirements, GG. Risk Management Program (here) as well as the Risk Management-Operator Regulatory Agreement Requirements Grid (here) provide guidance on the requirements and evaluation of risk management programs.

Keywords:
Risk Management Program
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Hard Copy of Production Applications Not  Required
As a reminder, ORCF does not require, nor encourage, the submission of hard copy files for the overall mortgage insurance application submissions.  The September 10, 2013 (here) and February 27, 2014 (here) Federal Registers announced comment periods regarding “Documents Eligible for Electronic Submission”, and in those announcements (where no public comments were received on this topic), ORCF submitted that all Section 232 mortgage insurance applications were required to be submitted electronically, and that there were only 13 legal closing documents that must also be submitted in hard copy format, with wet signatures.  The publications also included a breakdown of estimated annual cost savings to HUD and lenders of $450,000 by no longer requiring the printing, shipping, processing and archiving of hard copy files, when electronic versions were already being required for review.  We firmly believe this time and cost savings is beneficial to both HUD and the healthcare industry, and remind you that hard copy application submissions do not need to be provided, outside of the required 13 documents.  Please note that hard copies of all other types of applications, e.g. Asset Management applications, are still required and still must be submitted as detailed in the appropriate sections of Handbook 4232.1.
Keywords:
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New Optional Lender Submission Documents Posted To HUDClips
ORCF strives to communicate the publications and postings of ORCF documents to ensure that the industry is aware of the most current ORCF documents.  For example, ORCF announced the May 28, 2014 Email Blast the publication of Handbook 4232.1 and the subsequent Scrivener Error and Minor Edits publication in the October 30, 2014 Email Blast.
As part of continuous improvement, ORCF has made additions to its Document Collection 2502-0605.  Eight new documents have been added to the collection, via an official Change Request to the Office of Management and Budget (OMB).  This type of Change Request is for those documents that are not changing the burden or requirements to a collection, but may be providing a new standardized method for collecting information that is already necessary for HUD to review and approve certain types of situations.  

Below is a summary of those eight documents.  Again, they do not change the burden or requirements, and are for optional use at this time.  The documents may currently be found on HUDclips by their identified form numbers, and links to these documents are available on ORCF’s Healthcare documents website (here).
HUD-90030-ORCF – Lender Narrative, Capital Improvements

The Borrower Regulatory Agreement (form HUD-92466-ORCF), requires that prior HUD approval be granted before a Borrower may “remodel, add to, subtract from, construct, reconstruct or demolish any part of the Project…”  This new standard format will provide participants with the ability to submit a Lender Narrative that describes any capital improvements requested for a project.  The form addresses the information HUD has long relied upon to approve such improvements.

HUD-92071-ORCF – Management Agreement Addendum

This new form is a standard format that may be added to Management Agreement, when submitted for HUD approval.  The provisions in this form are already required in various other documents throughout the Section 232 Program Obligations (e.g. Borrower Regulatory Agreement HUD-92466-ORCF, Operator Regulatory Agreement HUD-92466A-ORCF and Management Certification HUD-9839-ORCF).  However, Management Agreements are negotiated by the parties to each Section 232 Project, and are not standardized; therefore, having all of the required provisions culminated in one, succinct addendum, allows the parties, via this HUD Addendum, to efficiently include all necessary and required HUD provisions are included.

HUD-92266-ORCF – Application for Transfer of Physical Assets (and Lender Narrative)

Although a current form HUD-92266-ORCF, Application for Transfer of Physical Assets (TPA) is included in the Information Collection 2502-0605, the form did not contain all of the necessary information for HUD to review and approval such a transaction.  The Borrower Regulatory Agreement, HUD-92466-ORCF, again requires prior HUD approval for a TPA (change in Borrower), and HUD reviews the new Borrower participants in the identical way it would review an initial underwriting application for these participants.  Therefore, this updated format mirrors the information collected about a new Borrower during an initial application, and is in the format that ORCF participants are accustomed to submitting.  The information provided is already required; only the format is revised.  Applicants are not required to use the portions of the form 92266-ORCF beyond what was previously included, but since the information conveyed via those additions is information that the applicant would need to provide in any event, the applicant may find its use helpful.
HUD-92266A-ORCF – Lender Narrative, Change of Operator/Lessee, and HUD-92266B-ORCF – Lender Narrative, Change of Management Agent

Similar to a change in Borrower, the current Operator Regulatory Agreement (form HUD-92466A-ORCF) also requires prior HUD approval of a change in Operator or Management Agent.  The information in these two new forms is again already required for HUD approval, and mirrors what would be reviewed regarding an Operator or Management Agent at the time of initial underwriting application; however, a standard format for this review was not included in the original Collection.  Providing the information in the similar format to the initial application submission provides continuity in the Program, and consistency in the format of information collection.
HUD-92435-ORCF – Lender’s Certification, Insurance Coverage

Per the Section 232 application requirements (e.g. Lender Narrative, Section 232/223(f) Refinance HUD-9002-ORCF), all Lenders are required to verify insurance coverages for a Project, prior to loan closing.  This concise form allows for a streamlined certification that this verification has taken place.  This standard certification reduces the additional submission of supporting material, and allows the Lender to more efficiently complete the loan closing process, while still meeting all required review criteria.

HUD-93334-ORCF – Servicer’s Notification to HUD of Risks to Healthcare Project and Action Plan for Remedy

Section 232 Program Obligations (e.g. Operator Regulatory Agreement HUD-92466A-ORCF), and in severe instances, HUD regulations such as 24 CFR 232.1015, already require Servicers/Lenders to notify ORCF when the FHA-insured facility is at risk (e.g. failure to file financial statements or make lease payments, threat of bankruptcy or abandonment of the facility, termination of insurance, etc.).  When these risks arise, the Borrower and/or Operator and Servicer/Lender are expected to establish an action plan for remedy, and to notify HUD of the situation, circumstances and plan of improvement.  This standardized form allows for ease of reporting such information, addressing what ORCF requires in understanding the situation, as well as the related action plans for improvement.  Only the appropriate and applicable sections would be completed for a given situation.

HUD-93335-ORCF – Operator’s Notification to HUD of Threats to Permits and Approvals

Similar to the above form, this document also allows for a standardized format in notifying ORCF of any threats to a Project’s permits and approvals; however, this notification to ORCF is mandated by HUD regulation and Section 232 Program Obligations (24 CFR 232.1015 and Operator Regulatory Agreement HUD-92466A-ORCF, respectively), and is to occur within 2 business days of the threat.  Having this format for reporting not only reduces the time necessary to report the information, but also allows for a narrative discussion of the circumstances and planned remedies, in a standardized ORCF document.
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New Standards for Land Title Surveys

Form HUD-91111-ORCF calls for surveys to be in compliance with Minimum Standard Detail Requirements for ALTA/ACSM Land Title Surveys (Effective February 23, 2011).  These standards have been replaced by Minimum Standard Detail Requirements for ALTA/ACSM Land Title Surveys (Effective February 23, 2016).  HUD will be revising our form to reflect the changes.  In the interim ORCF will accept Title Surveys prepared to either standard.  If using the new standard during the interim the list of required “Table A - Optional Survey Responsibilities and Specifications” will remain the same except for the deletion of item 20a. 

Keywords:
Land Title Survey, ALTA
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Guidance for Categorizing an Activity as Maintenance

Notice CPD-16-02, “Guidance for Categorizing an Activity as Maintenance for Compliance with HUD Environmental Regulations, 24 CFR Parts 50 and 58” was issued February 8, 2016 and available (here).  Notice CPD-16-02 supersedes the March 28, 2006 CPD policy memorandum on this subject.  
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FROM THE CLOSING CORNER

Executed Firm Commitment to be Sent to Closer Mailbox

In the spirit of continuous improvement, an electronic copy of the executed Firm Commitments signed by the Lender/Borrower should now be sent to the Closer Mailbox at ORCFCloser@hud.gov.  Original copies should be submitted with closing package to the assigned HUD Closer.  This “one stop shop” will ensure all executed commitments get to the assigned Closing Coordinator and will expedite closings. 
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Tool To Certify Insurance Coverage at Closing Now Available
ORCF now has a tool to assist Lenders in Closing 232 loans.  The  HUD-92435-ORCF – Lender’s Certification, Insurance Coverage (See NEW OPTIONAL LENDER SUBMISSION DOCUMENTS POSTED TO HUDCLIPS above) is now available to use to certify insurance coverage needed at closings.  This certification will expedite the closing process by allowing Lenders to address Insurance Requirements without providing additional supporting material.  The HUD-92435-ORCF will be accepted as the required Proof of Insurances Exhibit in closing packages submitted to the ORCF Closer.  This is just another tool available for use to expedite closing!
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Document Links Included In This Blast

16. All Participants Memorandum
17. Multiclass Participants Memorandum
18. IRS General Information Letter
19. Lender’s Architectural Reviewer and Cost Analyst’s SOW – New Construction, Substantial Rehabilitation, and 241(a)
20. Lender’s Pre-Construction Conference Agenda
21. Updated State Risk Summary Grid
22. Home & Community Based Services Website
23. Handbook 4232.1, Section II, Chapter 2
24. Risk Management-Operator Regulatory Agreement Requirements Grid 

25. September 10, 2013 - Federal Housing Administration (FHA) Healthcare Facility Documents: Notice of Information Collection—Proposed Documents Eligible for Electronic Submission
26. February 27, 2014 - Federal Housing Administration (FHA) Healthcare Facility Documents: Documents Eligible for Electronic Submission—30-Day Notice of Information Collection
27. ORCF’s Healthcare Documents website 
28. Notice CPD-16-02, “Guidance for Categorizing an Activity as Maintenance for Compliance with HUD Environmental Regulations, 24 CFR Parts 50 and 58
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Past Lean 232 Updates are available online.

Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov.

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

Have your loan servicing colleagues joined our email list? The Email Blasts contain information relevant to them as well. You might suggest they Join here.

We hope that you will want to continue receiving information from HUD. We safeguard our lists and do not rent, sell, or permit the use of our lists by others, at any time, for any reason. If you wish to be taken off this mail list, please go here.
