Closing Document Requirements for Operators and Management Agents
The following document is intended to provide a framework for ensuring that HUD, and all approved lenders closing loans under HUD’s Section 232 program, have obtained a valid security and regulatory interest in project assets based upon the relationship between the parties involved in owning, operating, and managing a project. This document is not intended to provide assurance that any particular ownership, operating, or management structure will be approved by HUD. 
	Key Indicator
	Requirements

	Operating Lease
	All lessees must sign or provide the following:
· Operating Lease with HUD Operating Lease Addendum  & Operator’s Estoppel Certificate
· Form HUD-92466-NHL (1/92) and Lean Rider 
· Operator Security Agreement* in favor of Mortgagor or FHA Lender. 
· DACA/DAISA

· Operator’s Attorney’s Opinion



	License / 

Certificate of Need (CON)
	Each entity named on the License and/or Certificate of Need signs or provides:
· Regulatory Agreement  (HUD-94266-NHL) and LEAN Rider
· Security Agreement* in favor of the Mortgagor or FHA Lender granting an interest in the license and/or CON to the extent allowed by law. 
· Operator’s Attorney’s Opinion.

NOTE:  It may not be necessary for a Management Agent (MA) to provide these agreements if the MA can provide the following as long as state requirements allow:  1) the MA has no property interest in the license; 2) the license was issued, and will be renewed, without regard to the MA’s participation in the project, and 3) another entity is fully responsible for all licensed activity at the facility. 

	Major and Minor Movable Equipment
	All owners of major and minor movable equipment at the facility must sign or provide a Security Agreement* in favor of the Mortgagor or FHA Lender. (No additional Security Agreements are required if the equipment is owned by the Mortgagor or Lessee.)
A list of any equipment at the project that is leased or financed, and therefore subject to a purchase money security interest, must be provided to the HUD underwriter and closing attorney.  The list must identify:

· Equipment in question

· Equipment’s approximate value

· Lender/lessor

· Borrower/lessee (owner, operator, or management entity)

· Original amount financed

· Outstanding balance

· Term and payment schedule (e.g. $500 X 36 months)

· Scheduled termination/maturity date

· Renewal/extension rights, if any

Copies of the underlying leases or financing documents must be provided upon request.  

 Note:  Existing equipment leases should not be disturbed to the extent reasonably necessary for operation of the facility. However, the documents must ensure the attachment of the lender’s first priority security interest to any leased equipment if the lessee obtains title of financed equipment upon release of the purchase money security interest.

	Deposit Accounts
	All parties that are listed on the bank accounts that receive government receivables directly from Medicare and/or Medicaid, or are listed on the account to which the governmental receivables are swept to, and/or all parties to accounts into which other healthcare receivables are deposited (private pay, long-term care insurance, etc) must sign:

· Security Agreement* in favor of the Mortgagor or FHA Lender.
· DACA/DAISA

	Facility  Repairs and Improvements
	If the Management Agent has the ability to authorize ($50,000 or higher) of repairs, replacements or improvements, without Mortgagor or Lessee approval, the Management Agreement must require HUD approval prior to such expenditure of funds. 


* All interests granted by a Security Agreement must be perfected by fixture and personal property filings in the appropriate State filing offices.  Additionally,  the project account must be made subject to a Deposit Account Control Agreement (DACA) in favor of the FHA lender, and all government receivables must be swept into a blocked or controlled project account pursuant to a  Deposit Account Instructions Service Agreement (DAISA), or similar bank Sweep Agreement.
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