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

Update as of October 10, 2008
 

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 October 10, 2008, we have been working on:
 

       Learn more about the LEAN program by visiting the 
LEAN Presentation section now available on the 232 LEAN website at:
 

http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
 

 

       Have a question? 
The new and improved LeanThinking Mailbox is now available!  Please send any questions regarding the LEAN 232 Programs to LeanThinking@hud.gov
 

 **PLEASE REMEMBER: Do not use special characters (!@#$%^&*( )+=”’,.\ / :) as part of the file names in your application’s electronic submissions (CD, thumb drive, etc.).  SharePoint will not accept special characters as part of a file name.  In addition, please make sure a file name contains no more than 120 characters as SharePoint will not accept these files.
Update on HUD’s LEAN 232 Program 

(as of September 26, 2008)

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 September 26, 2008, there has been a change to the definition of “existing indebtedness” and “eligible existing indebtedness” under the LEAN 232/223f program.  These changes impact the Lender Narrative, HUD Underwriting Punch-List, and the 232-223F Q-A Lender Conference July 1, 2008 (Mortgage Credit Tab).  These changes will be posted on the Lean 232 Website, under the Q&A section.  In the meantime, here are the changes for your reference:

LENDER NARRARTIVE (pg 49) PROGRAM GUIDANCE

Key Question 2 - Two-Year Rule:

Any debt to be refinanced that is less than 24-months old will have to be investigated and must meet the definition of “Eligible Existing Indebtedness” below.  Only 90% of the outstanding balance of the debt under investigation needs to be evidenced as “eligible” to qualify the entire balance.

Example:  Thirteen months ago, the mortgagor obtained a loan to replace the siding.  The current balance is $400,000.  If the borrower can provide sufficient documented evidence that clearly demonstrates the cost and content of the expenditures within the appropriate timeframes to qualify at least $360,000 (90% of $400,000), the lender may include the entire $400,000 balance as eligible debt.

Definition of Eligible Existing Indebtedness:  Existing indebtedness in a refinancing transaction is defined as:

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. 

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 which unquestionably indicates that the obligation is directly connected to the project. Examples include: 

a. Indebtedness incurred in making needed improvements and betterments to the property. 

4. Other eligible costs associated with paying off the existing debt. Examples are: 

a.  Delinquent and accrued interest;

b.  Prepayment penalties on the mortgage;

c.  Reasonable and customary legal, organizational, title, and recording expenses;

d.  Initial financing fee not to exceed 2% of the original principal amount of the mortgage.

HUD UNDERWRITING PUNCH-LIST: (pgs. 18-19)

Two-Year Rule: Any debt to be refinanced that is less than 24-months old will have to be investigated and must meet the definition of “Eligible Existing Indebtedness” below. Only 90% of the outstanding balance of the debt under investigation needs to be evidenced as “eligible” to qualify the entire balance.  HUD assumes that 10 percent of the project specific costs are allocated as incidental costs, overhead and minimal developer fees.  Note: in the case of refinancing a bridge loan, as long as there is not identity of interest between the Mortgagor/Borrower and the underwriting HUD lender and/or its affiliated bridge lender, the refinance transaction may be treated under the Two-Year Rule. 

Example: Thirteen months ago, the mortgagor obtained a loan to replace the siding. The current balance is $400,000. If the borrower can provide sufficient documented evidence that clearly demonstrates the cost and content of the expenditures within the appropriate timeframes to qualify at least $360,000 (90% of $400,000), the lender may include the entire $400,000 balance as eligible debt.

Definition of Eligible Existing Indebtedness:  Existing indebtedness in a refinancing transaction is defined as:

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. 

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 which unquestionably indicates that the obligation is directly connected to the project. Examples include: 

a. Indebtedness incurred in making needed improvements and betterments to the property. 

4. Other eligible costs associated with paying off the existing debt. Examples are: 

a.  Delinquent and accrued interest;

b.  Prepayment penalties on the mortgage;

c.  Reasonable and customary legal, organizational, title, and recording expenses;

d.  Initial financing fee not to exceed 2% of the original principal amount of the mortgage.

  

232-223F Q-A LENDER CONFERENCE JULY 1, 2008 (Mortgage Credit Tab)

Yes, the 2 year requirement will be phased in and will apply to debt that has been funded or put into place after September 1, 2008.  Note that under the 2 year requirement 100 percent of the debt incurred for project specific upgrades and improvements perfected prior to 2 years may be included if 90 percent of costs can be verified by the lender.  HUD assumes that 10 percent of the project specific costs are allocated as incidental costs, overhead and minimal developer fee. Retracted 9-15-2008. 

******

Clarification on LEAN Lender Qualifications:

If an approved MAP Lender sent approved MAP Section 232 lender underwriters to the July 2008 LEAN training in Seattle, a LEAN-trained underwriter may then review a LEAN-submitted Section 232 mortgage insurance application which was prepared by another underwriter in their firm who did not attend the training (or by an approved Section 232 underwriter in another firm who did not attend the LEAN training).  After correctly preparing two Section 232 mortgage insurance applications, which are reviewed by a LEAN trained underwriter, the Section 232 underwriter who did not attend the training will be assumed to be trained. The LEAN-trained underwriter will only be certifying that the application has been submitted in accordance with the LEAN training, and he or she will not be assuming responsibility for the actual underwriting.  That underwriting responsibility rests with the Section 232 underwriter who prepared the mortgage insurance application.

******

CORRECTION:  We are currently working on completing LEAN processing procedures documents for all 232 New Construction Programs, including ……223(a)(7) NOT 221A7 as reported in the 9/12/08 Weekly Update.

******

Remember:  Always check the Website 

http://www.fha.gov/232LenderProcessing
 before submitting any new applications.
******

Thank you for your interest in HUD’s 232 LEAN Program.    Should you have any questions regarding the Lean 232 Programs, please send them to Lean Thinking@hud.gov.

Kristine M. Martin
Information Specialist
Reg X Multifamily Hub
206.220.5180
1-877-741-3281, x5180
