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New Keyword Feature in Email Blasts
Beginning with this Email Blast (April 30, 2014) ORCF is adding a new Key Word feature at the end of every Email Blast article.  This feature will make it easier to search ORCF Email Blasts as well as help with the indexing of Email Blasts on the newly updated ORCF Program website.  The Email Blast index and past Email Blasts can all be found here.

Keywords: Index, Search, Past Email Blasts

Back to top
Director, Office of Residential Care Facilities, FHA Office of Healthcare Programs (OHP) Named

Roger Lewis has now been named as the Director, Office of Residential Care Facilities (ORCF).  Roger Lewis is a highly respected leader in OHP, most recently serving as Acting ORCF Director, overseeing sound underwriting and asset management for residential/healthcare facilities on behalf of ORCF’s mortgage insurance program.  Roger offers unique expertise, intelligence and keen insight in all of his efforts--- serving in FHA for over twenty-five years.  Please join us in welcoming Roger to his new position in OHP.

Keywords: ORCF Management, Director
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Update Regarding Paperwork Reduction Act (PRA) Process

When HUD published the ORCF Document collection in March 2013, the initial expiration date listed under each document’s OMB approval number was approximately just one year following the documents’ effective date.  This was a shorter effective term than the more typical three-year effective period for PRA-processed documents.  The reason is that the Department had not yet worked through certain electronic document submission matters, and a decision was made to provide for a longer effective period after the electronic submission matters were addressed.  Thus, on September 10, 2013, HUD published a Federal Register Notice specifically setting forth the proposed electronic submission policy and invited public comment.  After the 60-day comment period elapsed, with no comments received, HUD then published its second Federal Register Notice on the collection on February 27, 2014.  This second publication repeated the proposed electronic submission policy, and added the newly revised Intercreditor Agreement; it allowed for a 30-day public comment period.  Public comments have been received and are being reviewed.  

Some commenters addressed other documents among the 115 PRA documents--documents other than the Intercreditor Agreement--and HUD is endeavoring to respond to those comments as well.  HUD appreciates all the formal comments, and the patience shown by the industry as both HUD and the industry acclimate to the use of new documents.  The 2013 revisions represented the first comprehensive 232 program document update in a great many years, and involved many improvements.  HUD anticipates that the upcoming publication, with revisions suggested by commenters, will further improve the documents.  Moreover, although PRA-approved documents cannot be continuously revised and republished, HUD also recognizes that there may be substantial unique circumstances in a particular transaction that make a PRA document unworkable, and HUD would in those circumstances address any essential edits.  HUD anticipates republishing documents shortly, with the new OMB approval and inclusion of the revised electronic submission policy, and that the effective period will be for a full three years from the upcoming publication date.
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Sample 241(a) Documents Posted Online

Section 241(a) of the National Housing Act provides independent authority for mortgage loan insurance.  ORCF historically has not had separate 241(a) documents and instead program participants would revise the Section 232 sample documents to fit the details of a transaction.  Please note that ORCF has posted sample 241(a) loan documents to its website; the current sample documents were drafted for a situation involving different lenders for the original and supplemental loans.  This will not be the situation for many 241(a) transactions, and therefore examples of additional scenarios may be added as sample documents in the future.  

Since the 241(a) documents are sample documents (rather than PRA-approved documents), these documents are negotiable.  ORCF is generally amenable to transaction-specific changes as well as changes to the Building Loan Agreement to reflect whether the work involves an addition or renovations.  ORCF recognizes that other standard changes will also be necessary.  These include: (a) changes to the Healthcare Regulatory Agreement – Borrower (HUD-92466-ORCF) to (i) permit combining the replacement reserve for the 241 loan and the replacement reserve for the first mortgage loan and (ii) to recognize that there would be only one residual receipts account for the project; (b) changes in the Operator Lease Addendum to reflect the existence of two loans; and (c) corresponding changes to the Lender’s Certificate to reflect the changes made. 

With the publication of the OMB-approved Section 232 documents, and requirements of the Strengthening Accountability Rule which state that the original transactional documents remain in place, Borrowers completing a Section 241(a) transaction will be subject to two different regulatory agreements.  ORCF expects that a Borrower would comply with its obligations under both regulatory agreements by meeting the requirement that is more stringent.  As an example, although the most recent regulatory agreement may allow for the more frequent distribution of surplus cash, the original regulatory agreement may allow for only semi-annual distributions, and thus would prevail.

Keywords: Documents, Sample Documents, Application Processing, 241(a)
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Use of New Documents in Application Submission

Lenders are advised to use the approved ORCF forms on the ORCF program document webpage (here) when submitting Firm Applications to ORCF.  This includes the new HUD-92264a-ORCF, Maximum Insurable Loan Calculation.  Lenders are not to change these forms.  If there are items that are not applicable to a particular deal, then indicate “N/A” on the form template; do not delete or revise these forms.  If the ORCF underwriter determines that the form template has been changed in the Firm Application submission, the entire application will be returned and placed at the end of the queue.  

Additionally, the use of the OMB-approved new ORCF documents is also required for all new transactions (unless the New Document Implementation Matrix indicates otherwise), and Lenders are therefore reminded to use those  new documents whether they are submitting applications for refinance, new construction, TPAs, reserve draws, Exigent Health and Safety Certifications, etc.  It is not acceptable to mix old and new documents in an application (except in circumstances where existing AR financing or master lease transactions are being modified, as indicated by the New Document Implementation Matrix).  

We are striving for high quality, consistent reviews. Reviewing documents that have been altered from the standardized template requires additional time will slow down movement of Firm Applications through the queue.

Keywords: Documents, Application Processing, 92264a
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Updated Firm Application Checklist Posted Online

ORCF has made edits to the Firm Application Checklists posted on the Section 232 Program website.  The edits are predominately Scrivener’s Errors, but there are also some corrections and clarifications included, to ensure consistency with other documents and policies. 

Keywords: Documents, New Documents, Application Processing
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New Construction, Substantial Rehabilitation, Blended Rate and 241(a) Legal Documents

A comprehensive legal punchlist and checklist for 232 new construction, substantial rehabilitation, and blended rate transactions have been posted on ORCF’s website.  For ease of reference, we have provided a hyperlink to the HUD Attorney Closing Checklist here and to the Attorney Closing Punchlist here.  Section 241(a) projects should use the HUD  Attorney Closing Checklist here. The updated legal punchlist and checklist should be used for projects receiving firm commitments dated on or after May 11, 2014.  

Effective immediately (and similar to Section 223(f) and 223(a)(7) projects), OGC will complete their legal review after issuance of the firm commitment for New Construction, Substantial Rehabilitation, Blended Rate and 241(a) projects.  OGC will only complete an “up front” legal review on projects with a master lease and/or accounts receivable financing.  The instructions on the first page of the punchlist include a list of documents to be submitted for up front legal review.  Please note that the ORCF underwriter may request an “up front” legal review in situations where a preliminary legal review would assist with a Loan Committee decision.

Keywords: Legal Punchlist, Legal Checklist, New Construction, Substantial Rehabilitation, Blended Rate, 241(a)
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Modification in Contractor Processing:

ORCF has modified the process of assigning loan applications to the underwriting contractor to address certain tracking and timing concerns.  Previously, the application was assigned to the contractor and held in a pool until ORCF completed the appraisal and environmental review.  The contractor would then assign the application to a contract underwriter.  Going forward, ORCF will continue to assign the application to the contractor, but the contractor will proceed to assign the application immediately to the underwriter without waiting for the appraisal and environmental review to be completed.  By eliminating this holding pool, the contract underwriter will become the single point of contact and lenders will be able to track the application more easily.  

Keywords: Contract Underwriter, Application Processing
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Section 106 Historic Preservation Reviews

Lenders and Third Party Phase 1 preparers are reminded of the importance of submitting complete information to the State Historic Preservation Officer (SHPO) for use in the Section 106 consultation.   In particular, please ensure that you are specific about the scope of work that is being completed as part of the FHA-insured project, and include a map, photos, and project plans as applicable.  Please check SHPO’s website (here) prior to submitting a request for consultation because some states have their own process and submission requirements.   While SHPOs have 30 days to review a submission, the submission must be complete and correct or the SHPO may require additional information, which can add to the review time.
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24 CFR 232.7 “Bathroom” Waiver

In an Email Blast dated November 12, 2013, ORCF indicated that it would endeavor to provide expedited processing of requests for waivers of 24 CFR 232.7 that met certain criteria.  HUD has found that we are not able to make a full and fair determination prior to the full underwriting of the mortgage insurance application packages.  Accordingly, the Bathroom Waiver request will be reviewed by the HUD Underwriter concurrent with the mortgage insurance application review process.  This procedural adjustment is being made in light of the fluidity of the residential care market that includes, but is not limited to, States’ implementation of the Olmstead Act, the Centers of Medicare and Medicaid’s new rule affecting eligibility for Medicaid waivers (here), and the project’s future marketability.  Requests for waivers of 24 CFR 232.7 “Bathroom” will only be approved in unique and exceptional circumstances.  

HUD previously articulated criteria that would facilitate expedited processing.  Although ORCF can no longer offer expedited processing, the criteria previously articulated are still relevant in ORCF’s consideration of a request.  Those criteria are:

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

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

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

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

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

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

Lenders and borrowers that present mortgage insurance application packages that are not in compliance with the regulation accept the full financial risk of processing and submitting the loan applications.  Lenders and borrowers must take into consideration that the waiver request (even if it fits within the criteria articulated above) may not be approved and must be prepared to present a plan to ORCF that brings the facility into compliance with 24 CFR 232.7 “Bathroom.”
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Loan Committee Relies on Trailing 12 (T-12) Data

ORCF has long emphasized the importance of actual trailing twelve (T-12) month data (as in, for example, Email Blasts of June 26, 2013, September 1, 2011, and May 4, 2010).  We urge lenders to include this trailing twelve month NOI information early in the process, and to update it as appropriate, so that the Loan Committee can readily review the most recent actual historical data.  This will allow for fair consideration of the application and avoid unanticipated delays.
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Revision to New Document Implementation Matrix
ORCF published its New Document Implementation Matrix in the November 12, 2013 Email Blast.  The AR Financing Transition Policy of the matrix, starting at the bottom of page 1 (here), has been revised to clarify that “all new AR related documents” (rather than “all new documents”) are required for all new accounts receivable lines submitted on or after July 12, 2013, and for previously approved accounts receivable lines that undergo a Substantial Change (as defined therein).

Keywords: Documents, AR Financing, New Document Implementation Matrix
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Adoption of New Phase I Environmental Site Assessment Standard

The Office of Housing – Federal Housing Administration has officially adopted ASTM E 1527-13 as the required standard for Phase I Environmental Site Assessments for all programs.  A Federal Register Notice implementing the new standard was published on April 16, 2014 and is available here.  As a result, wherever ASTM E 1527–05 is referenced in Office of Housing-FHA guidance, participants in Office of Residential Care Facilities programs must use ASTM E 1527–13.  The effective date is May 16, 2014.  Submissions before that date may use either the new standard or ASTM E 1527-05. 
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Financial Statements

Borrower/Owner:

ORCF has had a number of inquiries by owners of projects with Section 232 Insured mortgages asking if they are required to file an audited financial statement in light of the issuance of Notice H 2013-23.  The answer is YES. All owners are required to file an audited financial statement in the REAC-FASS system.  Notice H 2013-23 (here) sets forth an exception to filing audited financials for projects with less than $500,000 in combined federal financial assistance.  Because Section 232 mortgage insurance is considered federal financial assistance and no Section 232 projects currently in ORCF’s inventory had original FHA mortgages of less than $500,000, this exception thus does not apply to any existing Section 232 loan.  Input of the financial statements are due into the REAC-FASS system 90 (ninety) days after the end of the fiscal year.  For projects whose fiscal year ended on December 31, 2013, the Office of Housing gave a global extension to April 30, 2014. 

Lessee/Operators

Currently, lessee/operators may or may not be required to file an annual financial statement – depending upon the language in the particular project’s lessee/operator Regulatory Agreement.  These financial statements have the same due date as the borrower/owner financials statements – including the 30-day extension for those with a fiscal year ending December 31, 2013.  These statements cannot be filed through the REAC-FASS system electronically at this time.  For FY 2013 financial statements only, if the required financial statement has not already been submitted to HUD, please send the financial statement to 232operatorfinancialsfy2013@hud.gov.  Email submissions are preferred, but hard copies will be accepted.  Please send hard copies to: 
Jacob K. Javitz Federal Building 

ATTN: Simon Kleinman
26 Federal Plaza, Room 32-116

New York, NY 10278

ORCF is developing a portal to accept quarterly operating financials (whether there is an operating lease or not).  We expect to beta test this over the summer and our goal is to have this fully operational for the 1st quarter of calendar year 2015.  

Guidance

REAC-FASS assistance for filing financial statements can be found here as well as in the Industry User Guide.  If the accountant is having problems submitting the audited financial statement, please contact the Account Executive assigned to the project.
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FROM THE CLOSING CORNER

Executed Firm Commitments to HUD Underwriter and HUD Closer

Per the email from the HUD Underwriter with the newly issued firm commitment attached, please remember to sign and have Borrower sign the firm commitment within 10 days of receipt and to scan a copy back to the HUD Underwriter.  Please retain the original and submit with the closing package to the assigned HUD Closer.

Keywords: Executed Firm Commitments
“NEW” ORCF Documents and ORCF Closings – Please Remember!

For ALL ORCF Closings, please ensure new ORCF documents are used when submitting closing packages as this will expedite the review process.  Check out the link to the ORCF webpage for all new documents here. 
This includes the new HUD-92264a-ORCF, Maximum Insurable Loan Calculation for firm commitment amendments, as needed.  ORCF will not be able to process amendment requests without this new form.  

Keywords: ORCF Documents, HUD-92264a-ORCF
Transaccess Mailbox

When mailing the Transaccess CD/ documents (see February 2013 email update), please notify the assigned Closer by email and copy   Transaccess@hud.gov , indicating it has been sent.  In the email subject line, please title the email “Transaccess CD for [NAME OF PROJECT, FHA # and closing date.]” 

Keywords: Transaccess Mailbox
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Document Links Included In This Blast

1. ORCF Email Blast Archive and Index Page
2. HUD Attorney Closing Checklist 
3. HUD Attorney Closing Punchlist 
4. 241(a) HUD Attorney Closing Checklist
5. ORCF Program Documents Page
6. State Historic Preservation Office Website
7. CMS Rule: State Plan Home and Community-Based Services, 5-Year Period for Waivers, etc. 

8. New Document Implementation Matrix
9. Adoption of Updated Standard ASTM E 1527–13 Standard Practice for Environmental Assessments: Phase I Environmental Site Assessment Process Notice
10. Notice H 2013-23- Change in Annual Financial Statement (AFS) Submission Requirements for Some Multifamily Housing Projects
11. Financial Assessment of Multifamily Housing (FASS-MF) Guidance
Back to top
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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.

