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[bookmark: _Toc453223763]GUIDANCE ON SHARED OPERATING EXPENSES IN THE OPERATOR HEALTHCARE REGULATORY AGREEMENT
Paragraph 20, HUD 92466A-ORCF Healthcare Regulatory Agreement provides guidance for operators for “Books, Accounts, Financial Reports, and Financial Covenants” (here).  The provision addresses, among other matters, the documentation and reasonableness of expenditures for the particular project.  When multiple projects are sharing expenses, the parties must be very attentive to the implications of this provision on the allocation of costs among the projects; each project can be allocated no more than its appropriate share of an expenditure benefiting multiple projects. 

In this regard, Lenders shall ensure that when projects share expenses (as when they are part of the same or adjacent buildings, or part of a continuum of care campus), the method of determining costs (for each significant account, whether by allocation and/or direct charges with timecards, invoices, etc.) is established in legal documents such as shared use, operations, maintenance, access, cost or easement agreements (which must be reviewed and approved by ORCF prior to their execution). 

Common shared expenses to be described should include such items as nursing or other resident care staff, office or administrative staff and space, marketing (salaries, commissions, office space, expenses), maintenance staff and supplies, kitchen and meals, amenities such as chapels, theaters, barber and/or beauty shops, snow-plowing, and landscaping.

If such written agreements do not currently exist, it is the responsibility of lenders to work with their borrowers to draft such documents to assure compliance with the Regulatory Agreement – Operator.     

It is also the responsibility of the lender to notify the ORCF Account Executive of the existence of shared expenses and provide any documentation that may be requested to assure compliance with the Regulatory Agreement – Operator.
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[bookmark: _Toc453223764]PROJECT CAPITAL NEEDS ASSESSMENT (PCNA) STATEMENT OF WORK UPDATE 
The Project Capital Needs Assessment (PCNA) Statement of Work, Section 232/223(f), has been updated, and is now dated May 10, 2016 (here).  The following sections have been updated:

· IV.B.3.e. – Seismic Resistance Requirements.  The ASCE 31 reference has been corrected, and ASCE 41-13 has been added when repairs are required.

· IV.B.4 – Compliance with the Department of Health & Human Services, Centers for Medicare & Medicaid Services, final rule entitled, “Fire Safety Requirements for Certain Health Care Facilities.”  CMS amended their final rule for fire safety standards, and the Statement of Work now references the applicable Codes.

All Firm Commitment Applications submitted after July 1, 2016, must utilize this updated Statement of Work.
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[bookmark: _Toc453223766]Non-Critical Repair Escrow (NCRE) Administration and Close-Out Process
In the June 24, 2015 Email Blast, ORCF announced that administration of the Non-Critical Repair Escrow (NCRE) on all loans closed on or after July 20, 2015, would be conducted by the ORCF’s Closing Team.  This task became part of the post-closing items handled by the assigned ORCF Closer and all submissions to HUD related to the NCRE were to be submitted electronically to the following email box:  232NCRrequest@hud.gov. 

We are now approaching a year since implementation of this process and the deadline for completion of these repairs draws near for many projects.  Please keep in mind the following actions required for the final draw and closeout of these escrows: 

· On or before the one-year anniversary of closing and the deadline for completion of all repairs covered by these escrows, please submit the final draw/closeout request to 232NCRrequest@hud.gov.  

· If the lender elects to provide a six-month extension based on adequate justification provided by the Borrower, please send a notification of the extension to 232NCRrequest@hud.gov.  

If you have any questions related to closeout requests, please see the ORCF website - NCRE section here or email 232NCRrequest@hud.gov.  
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1. HUD 92466A-ORCF Healthcare Regulatory Agreement
2. Project Capital Needs Assessment (PCNA) Statement of Work, Section 232/223(f) 
3. Non-Critical Repair Escrow Program Webpage
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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.
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