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Mortgage Insurance Premium (MIP) Update
Effective October 1, 2012 (FY2013) all firm commitments issued or re-issued for all Section 232 projects will have an increase in the annual Mortgage Insurance Premium.  However, firm commitment applications (whether “Initial Submittal of Firm” or “Direct to Firm” applications) that were in the queue prior to June 1, 2012 will be grandfathered under the previous (FY2012) MIP rates. The new rate information is attached and available here: MIP Change for FY 2013 FR-5634-N-02
MIP Collected by Lenders—All Projects

ORCF does not regulate the amount of mortgage insurance premiums collected by lenders from borrowers in refinance or construction transactions. Lenders may have their own policies as they deem appropriate.

MIP Collected by ORCF at Initial Closing—223(f) and 223(a)(7) Transactions

The current practice remains in place.  The first year MIP for a Section 232/223(f) health care facility remains at 100 basis points (one percent). The first year MIP for a Section 223(a)(7) refinancing loan remains at 50 basis points.
MIP Collected by ORCF at Initial Closing—New Construction, Rehabilitation, 241a, Blended Rate Transactions

Effective October 1, 2012 the lender must provide a check for one year of MIP at initial closing.

MIP Underwritten Amount—New Construction, Rehabilitation, 241a, Blended Rate Transactions

For underwriting purposes, the MIP should be calculated on a per diem basis as required for cost certification. 

MIP Year 2 Source of Funds—New Construction, Rehabilitation, 241a, Blended Rate Transactions

Lenders may request release of funds from the Working Capital account to make this payment if the project has not yet reached final endorsement. This request should be made in writing to the ORCF Closing Coordinator.

MIP Cost Certification Amount—New Construction, Rehabilitation, 241a, Blended Rate Transactions

For cost certification purposes the MIP should be calculated on a per diem basis. This was included in instructions in the email blast of January 6, 2012 in the Lender Narrative Cost Certification Supplement attachment.

MIP—Additional Questions

If you have additional questions on MIP (including billing errors to borrowers) please forward those to Lean Thinking.

Back to top
Fixed Monthly Replacement Reserve Deposit

ORCF has received a number of Firm Applications with a reserve for replacement schedule/analysis that factors in a large increase in annual replacement reserve deposits in years 11-15 of the mortgage.   We do realize that a new Project Capital Needs Assessment (PCNA) report will be completed in year 10; however, we are concerned about the property’s ability to absorb such increases (especially in light of the uncertainty of the future reliability of government provider payments as a revenue source).   Therefore, for Firm Applications submitted on or after 9/30/12, the replacement reserve schedule/analysis must use annual replacement reserve deposits that are fixed over the 15 year term of the replacement reserve schedule/analysis.  
Back to top
Guidance On Floodways

Recently, applications have been rejected for having floodways or coastal hazard areas on site. The decisions were based on a prohibition against mortgage insurance in the situations cited in 24 CFR 55.1(c). Once an application for a site containing a floodway has been submitted, the application may not be accepted subject to a carve-out of the floodway portion. Under an exception in 24 CFR 55.12(c)(6), floodways may only be part of the insured site so long as all floodplain areas (including the 500-year floodplain for critical actions) are considered to be incidental portions of the site and construction (including existing improvements) or landscaping activities (except for minor grubbing, clearing of debris, pruning, sodding, seeding, etc.) do not occupy or modify the relevant floodplain. Due to the constraint that activities must “not occupy or modify” the floodplain, the floodplain cannot be utilized in the development or support of any project activity, except as passive open or green space. Open space is a portion of a development site that is permanently set aside for public or private use and will not be developed. Green space is considered to be undeveloped land or land restored to its natural state. 

When invoking the incidental portion exception at 24 CFR 55.12(c)(6), a protective covenant or comparable restriction must be placed on the property’s continued use to preserve the floodplain.  The covenant or comparable restriction must run with the land to provide for permanent preservation of the floodplain. A restriction that is contained in a document that would expire at the conclusion of the HUD-insured mortgage does not meet the requirement for permanent preservation of the floodplain.

In considering the safety of the residents, offsite floodways and other flood hazards will be evaluated in terms of separation distance, elevation differences, and the nature of the hazard in question. Unacceptable proximity to hazards may result in rejection of the application. Pre-submission rulings can be requested through Lean Thinking (LeanThinking@hud.gov).

Back to top
Site Visit Inspections by LEAN Approved Underwriter for 232/223(a)(7)s and 223(f)s

HUD is updating and clarifying the standard for site inspections of 232/223(a)(7)s and 223(f)s.  A LEAN approved underwriter, who is NOT the LEAN underwriter of record, would be appropriate to perform the site visit so long as the site inspection report is reviewed and certified/signed by the Lender Underwriter.  

Back to top
Where to Send Application Fees 

Application fees are due to Mike Luke in Minneapolis before the signed Firm Commitment.  After the Firm Commitment is issued, any additional application fees go to Mike Moe Lawassani in the San Francisco office.  

Mike Luke

HUD Minneapolis Field Office

920 2nd Ave S, Suite 1300

Minneapolis, MN 55402

Mike Moe Lawassani

U.S. Department of HUD - San Francisco Field Office

600 Harrison Street, 3rd Floor

San Francisco, CA  94107

Back to top
FROM THE CLOSING CORNER 

Language changes to form legal documents:  As a reminder, form legal documents are intended to apply to relevant transactions without editing.  Proposed changes should be very rare and based on highly exceptional circumstances.  if any changes to form legal documents (e.g. Regulatory Agreements, Riders, Lease Addenda, etc) are proposed, please do not forget to submit the suggested changes to BOTH OGC and OHP via a red-line document with comments or justifications for the change.  OGC and OHP will work together to discuss and decide on such suggested changes, as it relates specifically to the project.  The OHP contact person for the requested changes should be the assigned Closing Coordinator, who will coordinate the proper authorizations within OHP.  Lenders and Lenders’ Counsel should not submit changed form documents without flagging such changes for clearance by both OGC and OHP.  Any proposed document change will need to be approved by OGC and OHP prior to closing.
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Need to Reference Previous Lean 232 Updates?  Previous E-Newsletters (Email Updates) can be found at: http://portal.hud.gov/hudportal/HUD?src=/federal_housing_administration/healthcare_facilities/section_232/lean_processing_page/underwriting_guidance_home_page/previous_e_newsletters
Have questions about the Lean 232 Program?  Please send them to the Lean Thinking mailbox at LeanThinking@hud.gov 

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. 

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