HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of February 20th, 2009
 

 

 

As a Stakeholder in HUD’s LEAN 232 Program, we are committed to providing you with the best, most up to date information on the status of the Lean Program. As of February 20th, 2009, we would like to share with you the following:
New Tools Posted on FHA.GOV:
 

FHA.GOV now includes the lender tools required for assembly of a Firm Application (and Pre-application) on 232 New Construction, 232 Substantial Rehabilitation,  Section 232/241(a), and Section 223(a)(7).  Moreover, there is guidance posted that deals with Early Commencement of Construction.  We will soon be posting the closing documents required for each of these programs as well as the Section 223(f) documents that we have revised as a result of our  first  KAISAN event.
 

Check out FHA.GOV Lean 232 Program Updates at:
http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
 

 

Important Guidance on “Credit Reports”:
The Lender Narrative templates that were recently posted contain the following additional program guidance:  
 

Program Guidance:  Dunn & Bradstreet (D&B) or other acceptable commercial credit report for business entities and RCMR ‘residential’ for individuals are required.  If not using D&B, an acceptable commercial credit report must include the following: a)  public filings that includes suits, liens, judgments, bankruptcies & federal debt; b) UCC filings; c) credit payment history;  d) industry standards showing how the facility compares in the areas of financial stress & payment trends; and e) a credit payment delinquency risk score over a 12-month period.  Credit reports can be no more than 60 days old at the time of the Firm Application submission.
 

 

Risk Assessment Worksheet NOW AVAILABLE!
Please see the attached Risk Assessment Worksheets.  The Risk Assessment Worksheet is one of the tools that the HUD Underwriter uses on Section 223(f)’s to determine whether or not the appraisal will be additionally reviewed by an OIHCF Appraiser.  Please note that there are separate worksheets for assisted living facilities and skilled nursing facilities.  These documents will also be posted to FHA.GOV under “Revised Section 232/223(f) Documents” and “HUD Tools for Firm Application”. 
 

 

Inspections of 232/223f Non-Critical Repairs – What You Need to Know…
HUD will rely on the procedure outlined in the document entitled “223f Protocol Owner Cert of Non Critical Repairs”, which is posted on FHA.GOV under “Revised Section 232/223(f) Documents” and “Lender Tools – Construction and Closing”. The certification itself, which is entitled “Owner Cert Non-Critical Repairs”, is also posted there.
 

 

 Purchase  or Refinance Identity of Interest Clarification:.  

If a project that has an identity of interest between both the owner and the operator is sold to a non-identity of interest third party, the sale must be treated as a refinance transaction and not a sale if the identity of interest operator continues to operate the project after the sale.
 

 

 Clarification on Definition of Eligible Debt on a Refinance:.  

A.  Two* Year Rule:
Project debt that is less than 24 months old will need to be investigated and must meet the definition of “Eligible Debt” below  (See Section C) if it is to be used in the calculation of the cost to refinance.   No investigation is needed on project debt that is at least 24 months old prior to using it in the calculation of the cost to refinance, provided neither of the two scenarios described in the “Five Year Rule” below are present.
B.  Five Year Rule:
Project debt that is less than five-years old AND is owed to either :
1.   the underwriting HUD lender; or, 
2.   any entity related to the HUD lender, no matter how slight the identity-of-interest,
will need to be qualified as “Eligible Debt”, meeting the definition below(See Section C).  In this case, only the “eligible” portion of the outstanding balance qualifies and can be used in the calculation of the cost to refinance.
 

C.  Definition of Eligible Debt:  Project debt (including bridge loans) that meets any of the below definitions, may be included in the cost to refinance – there is no seasoning required.
1.       Outstanding mortgage(s) incurred in connection with the construction or purchase of the project, or with capital improvements made to the property as confirmed by the current mortgagee – provided it can be demonstrated that there was no cash out to the mortgagor of the proposed FHA Insured loan or its principals.  However, if the debt was incurred as a result of an identity of interest ** purchase, the debt is not considered eligible debt and must meet the seasoning requirements above.  Furthermore, if the debt was incurred as a result of buying out a partner, the debt is not considered eligible debt and must meet the seasoning requirements above. 
 

2.       Other recorded indebtedness such as mechanic's liens and tax liens provided they did not result from personal obligations of the mortgagor. 
 

3.       Unrecorded debt directly connected with the project supported by documentation from the mortgagor. If the indebtedness is not recorded, the mortgagor must provide the Lender with documentation that substantially verfies that the obligation is directly connected to the project. Examples include: 
a. Indebtedness incurred in making needed improvements and betterments to the property. 
b. Indebtedness incurred or advances made to cover operating deficits.
 

4.       Other eligible costs associated with paying off the eligible debt. Examples are: 
a. Reasonable delinquent and accrued interest,
b. Reasonable prepayment penalties on the mortgage,
c. Recording, release, and re-conveyance fees,
d. Documentation or processing fees,
 

*  As the seasoning requirement under MAP was one year, the two year requirement will be phased in and will apply only to debt that has been funded or put into place after September 1, 2008, for a period of six months. 
 

**  An identity of interest purchase is defined as one in which there is any identity of interest, however slight, between the seller and the purchaser that survives the sale transaction. An owner operator that continues to operate the facility after the sale is constitutes an identity of interest.
 

    Register now to do business with HUD!
New business partners seeking approvals or access to HUD systems must first register via Business Partner Registration HUD Multifamily.  To register, please go to: 
https://hudapps1.hud.gov/apps/part_reg/apps040.cfm
 

This step must be completed before business partners submit 2530/Previous Participation information or submitting applications under the LEAN 232 Program.  
 

Please keep in mind that the following program participants need to provide 2530/Previous Participation information in Firm Applications submitted under the LEAN 232 Program and therefore are required to register in the Business Partner Registration  HUD Multifamily Page at the above website. 
 

  Mortgagor Entities and their Principals 
 

  Operator Entities and their Principals 
 

  Parents of Operator Entities and their Principals 
 

  General Contractor and their Principals (if applicable)
 

  2530s are required for Management Agents and their Principals only when the Management Agent is the holder of the facility license.  
 

2530s are not required for Facility Administrators.
 

 

    LEAN 232 Pipeline as of February 20th, 2009
   FHA # Requests – Purchase/Refinance – 205 
 

   FHA # Requests – New Construction – 34 
 

   Applications In – Purchase/Refinance – 37 (with 15 more scheduled to come in shortly)
 

   Applications In – New Construction – 7
 

   Firm Commitments Issued  – 15
 

   Applications CLOSED  –Purchase/Refinance – 6 (plus 4 pending to close the week of  2/23/09)
 

   Applications CLOSED  – New Construction – 1 
 

 

    Need to Reference Previous LEAN 232 Updates?
Previous E-Newsletters (Email Updates) can be found at:
 

http://portal.hud.gov/portal/page?_pageid=73,7716182&_dad=portal&_schema=PORTAL
 

 

    LEAN Thinking Mailbox 
We continue to be inundated with questions and are working through these questions as quickly as we can – many of these involve policy issues, which require substantial discussion.  We appreciate your patience.
 

 

    Interested in getting updates on the LEAN 232 Program?
Join our email list by sending your contact information to  Kristine.Martin@hud.gov
