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Section 241(a):  Land Purchases and Renovation Loans

Land Purchases:
Due to recent inquiries, ORCF would like to provide the following clarification of existing policy pertaining to the inclusion of land purchases with Section 241(a) Supplemental Loans.  Borrowers proposing to include a land purchase with a Section 241(a) Supplemental Loan may be able to do so as long as the addition or improvements are funded with the proceeds of the supplemental loan, and the construction is commenced within a reasonable time from closing.  Further, the 241(a) supplemental loan on an existing 232 project may not exceed the maximum mortgage amount prescribed under Section 232 of the National Housing Act.  

Renovation Loans:

Borrowers proposing to renovate their facilities through the Section 241(a) Supplemental Loan program may run into loan sizing issues under Criterion D of the Maximum Insurable Loan Calculation (Form HUD-92264A-ORCF) if no additional beds or common space is being added.  Without new beds or common space, the as-proposed value may not be much greater than the as-is value.  If a borrower is willing to spend more on renovations than the resulting increase in value, Criterion D might drastically reduce the Maximum Insurable Loan.  

In several instances, ORCF has received a request for waiver to allow the loan to value (LTV) limits to be applied to the overall stabilized value “as complete”, instead of limiting the LTV to the “as complete” value minus the “as is” value, as prescribed for a 241(a) loan.  ORCF has considered such waivers on a case-by-case basis and, to date, has only granted it when the 241(a) loan proceeds were used solely to renovate the existing facility and the proposed renovation did not alter the existing building footprint or unit mix.  If a waiver is requested and approved, the lender is still required to complete all other 241(a) loan criteria noted in Form HUD-92264a-ORCF. Please note that no waiver will be granted where the “as proposed” after rehabilitation value exceeds the ORCF benchmarks of 75% for ALF and 80% for SNF’s (80%/85% for non-profits).

Back to top
Update on the Renewed Due Diligence Contract

As mentioned in the October 25, 2013 Email Blast, the due diligence contract was renewed.  Pursuant to the terms of the underwriting contract, contract underwriters will only be assigned either 223(a)(7) or 223(f) applications after ORCF specialists have completed their review of the appraisal, environmental (4128) and APPS (2530) components of the process.  A special team within ORCF has been assembled to conduct this review as expeditiously as possible.  However, there will always be some delay between the date the project is assigned to the contractor and the date the contractor assigns the project to one of its underwriters. 

Back to top
Section 106 (National Historic Preservation Act) – Tribal Consultation

As part of a review required under Section 106, HUD is required to consult with federally-recognized Native American tribes when a project may affect a historic property of religious and cultural significance to the tribe.  The types of activities requiring consultation include: ground disturbance (digging), new construction in undeveloped natural areas, introduction of incongruent visual, audible, or atmospheric changes, work on a building with significant tribal association, and transfer, lease or sale of historic properties of religious and cultural significance.  

On these types of Section 232 projects, ORCF completes the consultation with Tribes that are listed in the Tribal Director Assessment Tool (TDAT) as interested in the project’s geographic area.  A link to TDAT is available here.  This consultation must be completed by HUD staff, and may not be completed by lenders or their environmental consultants as Section 106 requires that the contact be directly between HUD and the Sovereign Indian Nation.  

When completing the Tribal Consultation, ORCF allows Tribes at least 30 days to respond.  Since Form HUD-4128 requires HUD to make a determination regarding a project’s impact on historic and archaeological resources, HUD cannot complete the 4128 until either all notified tribes have responded, or the 30 day period has expired.  ORCF initiates the Tribal Consultation process for projects in the “Other Queue” while projects are in the queue.  For Section 223(f) and 223(a)(7) projects that meet the requirements for a Tribal Consultation, the lender should notify Mike Luke when submitting the electronic version of the application so that ORCF can begin the Tribal Consultation immediately.

Back to top
A Reminder On Starting Site Work

Lenders are reminded that site activities are not permitted without prior HUD approval.  This applies to the new construction and rehabilitation programs as well as the Section 223(f) and 223(a)(7) programs.  Undertaking site activities prior to completion of the Form HUD-4128 may affect our ability to conduct the required environmental review.  Lenders should contact LeanThinking@hud.gov with any specific project related questions.  

Back to top
FROM THE CLOSING CORNER

Revised HUD Attorney Closing Punchlists for 223(f)s and 223(a)(7)s Applicable to Commitments On or After January 13, 2014

The HUD Attorney closing punchlists for 223(f)s and 223(a)(7)s transactions have been revised to correct deficiencies.  The punchlists are applicable to projects receiving commitments on or after January 13, 2014 and are available on ORCF’s website here.

Back to top
Reminder - Firm Commitment Amendments and Reserve Account Balances - 232/223(f) & 223(a)(7)

As originally published in the August 19, 2010 Email Blast, the ORCF Closer may allow small increases less than $10,000 to the reserve for replacement account to avoid small mortgage reductions as a result of cost certification/closing statement.  Any proposed increase to the replacement reserve account above $10,000 should include an explanation of the proposed uses (line item and timing) for approval by the ORCF Underwriter. 
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Document Links Included In This Blast

1. Tribal Directory Assessment Tool
2. HUD Attorney Closing Punchlists for 223(f)s and 223(a)(7)s
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Need to Reference Previous Lean 232 Updates?  Previous E-Newsletters (Email Updates) can be found at: http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare or further Lean 232 questions can be emailed to the Lean Thinking mailbox at LeanThinking@hud.gov 

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

Past Lean 232 Updates are available online here.
Have questions about the Lean 232 Program? Please contact LeanThinking@hud.gov. 
For more information on the Lean 232 Program, check out: http://www.hud.gov/healthcare. 

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

