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

Update as of December 18th, 2009
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HOT OFF THE PRESS!

As a result of this week’s Kaizen, and feedback from our Lender participants as we re-evaluate how best to provide customer service and timely processing while we continue to experience a severe shortage of staffing resources, the following changes are being implemented immediately:

1. NO FURTHER PRE-APPLICATION SUBMISSIONS WILL BE ACCEPTED.  For New Construction projects, applications may still be submitted direct to firm. We are working on a process whereby we can provide more timely and higher quality feedback for new construction projects.  The process is being finalized and will be communicated via email blast.  Our goal is to have this process rolled out by the upcoming Lender training.

2. In order to serve you better on all the Section 223f’s in the queue, please provide a completed Risk Assessment to Amee Welch (Amee.Welch@hud.gov) – no later than 12/31/09.  Also, please include the completed Risk Assessment in all future electronic submissions.  Submissions that pass the Risk Assessment and have no Regulatory waivers will receive accelerated processing.   We will allow revisions to the previously submitted loan amount to make the submittal more conservative.  Any revision will require a new Lender Narrative, Firm Commitment and its attachments. 

Also, upon receipt of the Risk Assessment, we will immediately run the project through APPS to determine whether there are any flags.

Should you have any questions on the Risk Assessment or how to fill it out, please contact Wayne Harris, OIHCF Appraiser, at: wayne.d.harris@hud.gov
Learn more about these and other LEAN 232 program updates at the upcoming Lender Conference in January 2010.  More details on this conference can be found below.

##########

 

Mark your Calendars for the Upcoming Lender Training –
January 27th-29th, 2010!
The next Lender Training will be held January 27th – 29th, 2010, at the Sheraton Chicago Hotel and Towers.  Interested in receiving more information on this event?  Please contact:
 

Wendy Stamnas
Vice President
FHA Chief Underwriter
Metropolitan Funding Corp.
28 West 44th Street, Suite 222
New York, NY  10036
Direct:  (212)-983-1502
Cell:  (603)-828-2832
wstamnas@metropolitanfunding.com
www.metropolitanfunding.com
 

##########

Happy Holidays!
Thank you for your continued interest and support in the LEAN 232 Program.  We look forward to working with you in 2010.  Wishing you and your staff a wonderful holiday season!
 

Next LEAN Email Update will be sent out on
January 15th, 2010!
 

  ##########

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 – LeanThinking@hud.gov
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov
 

 

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

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
 

Or check out: 
www.hud.gov/healthcare 
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of December 11th, 2009
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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 December 11th, 2009, we would like to share with you the following:

New Postings to FHA.gov

The Sample Closing Documents folder on FHA.GOV contains many revised and new documents.  Please pass this along to any attorneys working on Lean closings.

More information on Upcoming Lender Training – 
January 27th-29th, 2010:

It has been confirmed that the next Lender Training will be held January 27th – 29th, 2010, at the Sheraton Chicago Hotel and Towers.  Further details will be sent out next week from the Eastern Lenders Association.  Interested in receiving more information on this event?  Please contact:

Wendy Stamnas

Vice President

FHA Chief Underwriter

Metropolitan Funding Corp.

28 West 44th Street, Suite 222

New York, NY  10036

Direct:  (212)-983-1502 

Cell:  (603)-828-2832

wstamnas@metropolitanfunding.com
www.metropolitanfunding.com
 
 

New Staff Join HUD 232 Team!

We would like to welcome the a new member to our LEAN 232 HUD Team:

· Dave Goldammer – Appraiser/Underwriter in Minneapolis
 

 

Guidance for Lenders for Market Rate Projects in Areas with Significant Adverse Economic Impacts:
The following is guidance to LENDERS regarding temporary risk management initiatives that have been implemented by OIHCF regarding the review of new construction market rate projects in areas that have been impacted by significant adverse economic conditions. In essence, OIHCF has received a number of applications for projects in areas that have been hard hit by the current economic crisis. After a thorough review of the current conditions in those areas most affected by adverse economic events, OIHCF has determined that the approval of certain market rate projects in those areas would place the FHA insurance fund at an elevated risk for higher defaults and an increase in potential insurance claims.

OIHCF recently directed one of our most experienced appraisers to Florida and Arizona to assess the prevailing market conditions for “market rate” assisted living projects. The assessment conducted in Florida was mainly contained to the area south of Tampa including the Bradenton and Sarasota areas. We are aware that the Miami, Orlando and Ft. Myers/Naples markets as well as other areas of Florida have also been severely impacted by the housing crisis and are similarly impacted. Our analysis of those areas has demonstrated a very high rate of foreclosures, a high rate of delinquent properties not yet in foreclosure, higher unemployment rates and increasing stress with the commercial real estate portfolio. OIHCF has determined that the market for assisted living projects in those areas may be far weaker than the current marketing data otherwise indicates.

With respect to Arizona, OIHCF reviewed and analyzed the potential assisted living market for the major urban areas of the state. The conclusion of our analysis indicated that the potential market for market driven assisted living was severely impacted by the housing crisis, with large numbers of vacant properties, severe price reductions and serious evolving problems with commercial real estate. It is also noteworthy that many of the Section 232 applications had weak operating entities that had little or no experience with assisted living projects.

OIHCF staff has noticed that some  recently reviewed Market Acceptance/pre-applications and their attached market have been projecting optimistic market data from 2-3 years ago which has been projected forward without fully accounting for the current serious economic realities that have altered the market characteristics for those and other markets.

As a result of the findings of our appraisal staff, OIHCF is instituting the following action:

For example, but not limited to the following geographic areas, OIHCF has determined that all market driven assisted living projects in California, Florida, Arizona, Nevada, Michigan, Ohio, Indiana, and Illinois are to be underwritten with FULL RISK MITIGATION.  All mortgage insurance applications for properties in those states will be subjected to a full appraisal review and a full review of the market study and if necessary, a more thorough economic analysis. Market studies must take into account the changing economic conditions of the market areas where the facility is located, and both Lender and OIHCF reviews should reflect that reality.

With respect to nursing homes, lenders and OIHCF staff will review the fundamentals of each project. If the nursing homes are contemplated to have a high percentage of private pay residents or otherwise have unusual marketing issues, OIHCF staff will also undertake full risk mitigation. However, if nursing home applications have Certificates of Need, a patient mix that reflects the current market, and other positive underwriting characteristics, then processing will proceed without any change to the current instructions.

OIHCF will continually review the prevailing market conditions and will make appropriate changes as market circumstances dictate.

LEAN 232 Pipeline as of December 11th, 2009
The current activity of our 232 pipeline for the week ending 
December 11th, 2009 is outlined in the attached table for your reference. 
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 – LeanThinking@hud.gov
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov
 

 

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

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
Or check out: 
www.hud.gov/healthcare 
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of November 20th, 2009
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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 November 20th, 2009, we would like to share with you the following:

Logistics of our Queue:  

The June 12, 2009 Email Blast established the procedures for our queue.   Because of the size of the queue, we have discontinued the need for Lenders to email Amee Welch when a project is approximately 5 days from submittal.  Per the June 12, 2009 Email Blast, submittals must still be completely assembled prior to entering the queue.   We have found that some Lenders are submitting incomplete applications to secure a place in the queue.  We do not believe this is fair to other Lenders who follow LEAN requirements and only submit complete applications.  Thus, for all future electronic submittals going into the queue, please include a statement in your cover letter that the application is completely assembled according to LEAN Requirements.   Applications determined to be incomplete will be rejected and we’ll focus on next application. 
Moreover, we have revised our stance on projects needing HUD Headquarters’ mid-size and large-size portfolio reviews.  Individual Firm applications may not be submitted while the portfolio review is in process in Headquarters. However, once the portfolio is approved by Headquarters and the lender receives verbal approval, the lender may submit one application upon finalization of the review but prior to receipt of the approval letter.  This individual submittal will then secure the position in the queue for all of the applications for that tranche. 

Below is a summary of the procedures for submitting a LEAN 232 project:

· The Lender requests via email assignment of an FHA Project Number from Amee Welch in Seattle (Amee.Welch@HUD.GOV).  Such request attaches the completed FHA Project Number request form that can be obtained from the FHA.GOV website.  Amee Welch emails the Lender with the assigned FHA Project Number.

· When the Lender has a Pre-application or Firm Application that is completely assembled, the electronic version is sent to Amee Welch in Seattle (for Firm Applications, the application fee check and Lender check transmittal letter will also be submitted).  In your cover letter please include a statement that the application is completely assembled according to LEAN requirements.  The date that Amee receives the electronic submittal and the check shall be considered the receipt date for the Pre-application or the Firm Application and shall constitute the date of submittal for third party reports, credit reports, etc.  

· If the underwriting workload management system has no spare capacity at the time of electronic submittal, the project will be placed in a queue.  The Lender will receive notification stating that the project has been placed in the queue and the number the project currently is in the queue.  Lenders may obtain an update on the status of their project while it is in the queue by emailing Amee Welch at the above email address.

· When underwriting capacity becomes available, the Workload Manager will assign the first project in the queue to an underwriter (OIHCF is following a first in, first out approach).

· When assigned a new project, the OIHCF Underwriter will contact the Lender via email and tell them where to submit the hard copies of the submittal - the Underwriter will follow the procedures outlined in the September 18, 2009 Email Blast.

· Once an OIHCF Underwriter is assigned, they become the Lender’s primary contact regarding the project.  

Our Processing Queue:

Currently we have 124 projects in the queue – 43 Preapplications and 81 Firm Applications.   The latest projects assigned out of the queue have been in the queue for 9 weeks before being assigned an underwriter.  While we still have not received the staffing resources originally anticipated, we are continuously re-assessing how we can best deploy our limited resources to better serve you.  To this end, we have recently established a separate team to process Section 223(a)(7)’s  and Section 223(d)’s on Section 232’s.   Mary Walsh is Team Leader for the Section 223(a)(7)Team.  Please continue to follow the above established procedure when you have a Section 223(a)(7) or Section 223(d) on a Section 232 that is ready to be submitted – contact Amee Welch.   On a positive note,  we recently added an appraiser to our team and anticipate adding several more in the near future.  With these additional appraisal resources, we expect to eliminate the current several week backlog in getting the market study/appraisal reviewed for projects that are now in processing.  The elimination of the appraisal backlog will allow projects to complete the underwriting process and move to the Loan Committee weeks faster.

Reminder on Loan to Value Requirements:

Our underwriting staff has received many proposals recently where the LTV did not achieve current LEAN benchmarks. The higher LTV projects often demonstrated increased risk and, in some cases, used more aggressive assumptions in the underwriting as compared to other projects which were underwritten using a more conservative approach.  

 

OIHCF has previously provided underwriting guidance to Lenders regarding Loan to Value (“LTV”) LEAN benchmanrks for skilled nursing homes and assisted living facilities. For Skilled Nursing Facilities (“SNF”) and Independent Living Units, the maximum LTV is 80% for all Section 232 loan types.  For Assisted Living Facilities (“ALF”), without the presence of strong, specific, risk-mitigating circumstances,  the maximum LTV is 80% for existing units/beds and 75% for new construction (and substantial rehabilitation/241a’s where ALF units are being added).  For projects that combine existing units/beds and new construction of ALF units, you may use a blended LTV that takes into account the number of beds of each type – see below paragraph for additional details.   These maximums should not be exceeded unless there are extenuating circumstances that reduce project risk below that of a typical skilled nursing or assisted living facility.  

Note that LEAN underwriting benchmarks permit Not-for-Profit Owner/Operators to have 85% LTV proposals for SNF AND ALF refinancing projects and 80% for new construction ALF projects.   To achieve the more liberal LTV benchmark, Not-for-Profit Owners and Operators must demonstrate a successful operating track record, significant project operating and management experience, and a solid financial track record.

 

 
Projects that combine new construction of units/beds with existing units/beds:

We have previously given direction that projects that combine new construction with existing could be processed as Section 232/223f’s, provided the total cost of all construction didn’t exceed 15% of the project’s value after completion of all repairs, replacements, improvements, and additions.   Unfortunately, upon additional legal review, we have been informed that this is not allowed under our current 232/223(f) statute and regulations. Therefore, effective immediately, all submittals that include new construction of beds/units must be submitted under Section 232 (unless you are submitting under Section 241a) and Davis Bacon wage rates will be applicable to the entire project.   We have not yet developed documents under LEAN for this type of submittal.  Until we do so, you will need to use a combination of the new construction and Section 223f checklists posted to FHA.GOV.

 

As mentioned above, for these types of projects, you may use a blended LTV that takes into account the number of beds of each type.  An example of this follows (assuming the project has 77 existing beds and 39 new construction beds):

 

77 beds multiplied by .8 (80% applicable to existing) = 61.6

39 beds multiplied by .75 (75% applicable to NC) = 29.25

Total = 90.85

90.85 divided by 116 (total # of beds) = Blended LTV of 78.3%

 
New Revised MAP Guide Chapter 9:
As announced by Mortgagee Letter 09-27 and Housing Notice 09-14, the MAP Guide, Chapter 9, Environmental Review has been revised.  OIHCF is utilizing the revised chapter in completing environmental processing for all Section 232 applications.  The revised Chapter 9 includes options for remediation of contaminated sites, instead of requiring the removal of the contamination in its entirety or the approval of a Headquarter’s’ environmental waiver request.   ASTM E 1527-05 is referenced, in terms of Environmental Site Assessments and preparer’s qualifications.   

The revised Chapter 9 can be found on:  

http://www.hud.gov/offices/hsg/mfh/map/mapguide/chap09.pdf
Moreover, the below link discusses the implementation of this new guidance:

http://www.hud.gov/offices/hsg/mfh/map/mapguide/mapguide.cfm)
 
 
232/223f Firm Application Checklist Being Revised!

We are revising the Firm Application Checklists to specify that we want the Lender’s Narrative included with the Firm Application submittal to be a Word document.  In the meantime, we ask that you submit a Word version of the Lender’s Narrative in your electronic Firm submittals (if you wish, you may still submit the PDF version).  Please also submit closing documents in Microsoft Word 2007. This will allow attorneys to compare two documents electronically to see if any changes have been made from one version to another. This will speed up our processing of projects.

 

Future Lender Training:

Through your industry associations, many of you had become aware that there was a proposed Lender Training that was postponed.  
Lender Training is now scheduled for the week of January 18th, at the Sheraton Towers in Chicago.  OIHCF will provide you with additional information as soon as possible via Email Blast.   

 
Stay Tuned!
Updated Lender Narrative and other documents for the LEAN 232/223f Program will be released here shortly.    
 

 

Clarification for completing form HUD-92264: 
The OIHCF has received several questions from Lenders on how to appropriately fill out the form HUD-92264.   Lenders should view the form HUD-92264  as a document that summarizes the Lender Narrative. Many Lenders are using the form as it was used  under MAP, to summarize the appraisal conclusions. Since LEAN allows the Lender to depart from the appraisal conclusions under certain conditions, such as when lenders require higher reserves for replacements, the form HUD-92264 should now reflect the Lender’s  conclusions, not the appraiser’s. The form should be signed by the Lender, not the appraiser. 

One of the biggest challenges Lenders may face is filling out the expense portion. The expense categories in the Lender Narrative do not match those in Section F of the HUD 92264.  For example, the Lender narrative does not require a breakdown of salaries.  For this reason, we are no longer requiring lenders to fill out Section D of the form HUD 92264.    The new categories of the Lender  Narrative were an attempt to show the data in a format that is more conventional in today’s market. We do not expect Lenders to spend a great deal of time transposing the expenses, but the totals should correspond to their conclusions.  In regard to Section H of the form HUD 92264 if the appraiser did not utilize the cost approach, you are not required to fill out this section. 

In the future, LEAN processing may have a more permanent solution, but for now, please, do your best to make the form HUD 92264 summarize the conclusions in the Lender Narrative.
 

 

Accounts Receivable Financing – Please Keep in Mind:
· Any changes to the lending CAP (loan limit) in an existing Accounts Receivable (AR) Agreement must be approved by OIHCF staff.  For projects currently in development, please contact your HUD Underwriter. For those projects that have closed and are currently in the LEAN 232 inventory, please contact your Account Executive in the Asset Management Division. OIHCF will be reissuing Notice 08-09 with a revised Intercreditor Agreement in the near future.
· Should there be a transfer of Operator, a Transfer of Physical Assets (TPA), change in Operator, or for those existing projects that are obtaining an AR loan for the first time,  the OIHCF staff will need to review the AR Loan documents to ensure requirements of Notice H08-09, (“Accounts Receivable Financing”) are being met.  OIHCF requires that all operators of Section 232 projects must meet the requirements of Notice H08-09.
· If an Owner or Operator submits a request for approval of AR financing shortly after origination, the AR financing document package should be submitted to the HUD Account Executive, not the HUD Closing Attorney that closed the loan.

· The two items below are misperceptions by Lenders as to when AR Financing Notice H08-09 applies.  Please note that in each case, the AR Financing Notice does apply:

· Not perfecting the Operator’s Collateral. Some owners claim that HUD approval is not required for AR Financing if the Operator’s collateral is not perfected, (i.e. UCC not filed, no DACA). The claim is that since there is no actual “encumbrance” to the property, there is no HUD approval required.  This is not accurate because the Owner and Operator’s Regulatory Agreements require HUD approval for a pledge of project assets.  
· AR Financing not provided by “traditional” AR Lenders. Owners also claim that Notice H08-09 is designed for traditional AR Lenders (i.e. Large Banks, GE Capital, Etc.) for “Working Capital” loans. They claim the Notice is not applicable if the AR Financing is provided by a related sister company, and is not a working capital, but is a more specific purpose loan.  Notice H08-09 applies if the Owner/Operator or Operator seeks to pledge its governmental or private and commercial receivables regardless of the type of lender providing the AR financing.  
 

 
Operator Agreements – Please Note Requirements
OIHCF has recently reviewed several applications that were submitted for review with Operator Agreements that will expire within 5 years or less.  The underwriting criteria used by both OIHCF and the Lender is based on the current Operator. Lenders need to provide HUD with information in their application regarding any changes to the Operator that will occur within the next five years.  This plan of action is needed to ensure that the quality and experience of any potential new Operator will be comparable or better than the current Operator. For assisted living facilities (ALF), it is important to reemphasize that operators need to be experienced and have a proven track record with the operation, marketing and lease up of ALF facilities.  The five year lease expiration issues does not apply to lessees that have lease renewal options.
New Staff Join HUD 232 Team!

We would like to welcome the four new members to our LEAN 232 HUD Team:

· Ani Ramos – Appraiser/Underwriter in New Jersey

· Mike Glasgow – Underwriter in Denver

· Kate Murray- Account Executive/Attorney-will help to coordinate A(7) transactions in HQ

· Robert Wolfrey- CPA-financial, statistical and contract management support in HQ

 

 

Closing Updates:

After a Firm Commitment is issued on a project, HUD will email the lender with the name of the individual who will be handling the Program side of closing.  If there are deadline issues relating to when a project must close by, please immediately highlight this via email to the HUD Closing Coordinator.

Signatory Authority 
As many of you know, we recently had complications relating to the signing of many of our documents in the field.   We have now addressed this issue and have returned to the procedure we were using initially – with some additional flexibility.  The OIHCF Closing Coordinator will coordinate and communicate with the Lender and their Closing Attorney regarding who will sign closing documents.  We anticipate that most 232 and 223(F) closing documents will be signed by Renee’ Greenman in Seattle, with most A(7) closing documents signed by William Lammers or Roger Miller in Washington DC.

Update on Market Deterioration:

We have seen evidence of continued erosion of the single family residential resale market in a number of areas.  This adversely affects the amount of and/or timing of the receipt of the equity available to seniors selling their homes.  Please ensure that your submittals address this issue when needed – particularly on projects that are adding units or experiencing downward trends in occupancy.  
LEAN 232 Pipeline as of November 19th, 2009
The current activity of our 232 pipeline for the week ending November 19th, 2009 is outlined in the attached table for your reference. 
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 – LeanThinking@hud.gov
Have questions about the LEAN 232 Program?  Please send them to LeanThinking@hud.gov
 

 

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

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of October 2nd, 2009
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Stay tuned for exciting news to be shared in our October 9th Email Update!

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 – LeanThinking@hud.gov
As of 9/30/09, we have responded to all known outstanding Lean Thinking Mailbox questions.  If you still have an outstanding Lean Thinking question that hasn’t been addressed, please email the Lean Thinking Mailbox with the question - we have done our best to respond to them all, however there were two to three hundred questions over the past six months.  Moreover, we encourage you to submit all future questions (not handled by an assigned OIHCF Underwriter relating to a specific project they are reviewing) via Lean Thinking Mailbox.  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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

Information Specialist

Seattle Multifamily Hub

206-220-5180; toll-free1-877-741-3280, x5180

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

Update as of September 18th , 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 September 18th, 2009, we would like to share with you the following:

· CORRECTION!
In the September 4, 2009, email blast, we stated that a Lender Underwriter site visit is required on all Pre-applications.  Although we recommend that the Lender Underwriter site visit be performed as early in the process as possible, we are revising our requirement to require that the site visit be performed prior to submittal of the Firm Application.  OIHCF will require the site inspection be done by either the Lender’s Underwriter or Lender’s qualified construction site inspector, so long as this individual is not connected with the loan origination.

· New Staff Join HUD LEAN 232 Development Team!  

We would like to welcome two new members to our LEAN 232 HUD Development Team:

· Susan Barton

· Terry Bessette

Susan and Terry join our LEAN 232 HUD Development Team as Appraisers.  
Welcome aboard Susan and Terry!

· Portfolio Review Clarification:
When working with portfolios, Lender should keep in mind that a HQ Portfolio Review is required if there are more than 10 properties included in the portfolio AND if the loan amount of the portfolio exceeds $75 million.  Both thresholds must be reached in order for a Portfoilio Review to be required.  That means that an owner/operator could have in excess of 11 projects and still qualify for “small portfolio” if the loan amount did not exceed $75 MM.

· Deposit Control Agreement on LEAN 232 Closings (Update):
 

As mentioned in the April 10, 2009 Lender Email Blast, due to changes made to Article 9 of the Uniform Commercial Code in 2001, a Deposit Control Agreement is necessary in order for the FHA Lender to perfect its  security interest in project funds that reside in a depository bank (other than with the FHA Lender).   Therefore, on all Section 232 LEAN closings, HUD will request a Deposit Control Agreement (DCA) for the Operating Account(s).  This is the account that receives funds from Medicaid/Medicare and private pay sources.   There are often two such accounts—one for government receipts and one for private pay.
For your convenience, sample Deposit Control Agreements are posted on FHA.GOV under “Accounts Receivable Financing Documents” and “Sample Closing Documents.”  Please note, there is a separate sample agreement for projects with and without accounts receivable financing.  These are only samples.  You may submit the form DCA that is used by the depository bank to the HUD Closing Attorney for review.  If you have questions on this issue, please work with the assigned HUD Closing Attorney.

· Your Project Has Been Assigned a HUD Underwriter…Now What?
For projects that are being assigned out of the queue, the OIHCF Underwriter will be contacting the Lender directly when they are assigned the project and will request the hard copies of the application (if not already submitted).   The OIHCF Underwriter will be requesting hard copies be sent to the following items listed below, the addresses of which will be provided by the OIHCF Underwriter in the email:

To the OIHCF Underwriter:    

· One original version of the entire application package, and

· One additional copy of the lender narrative, appraisal, PCNA, and market study - if applicable

To the assigned HUD Closing Attorney:   

One copy of the following documents (on Firm Application submittals only):

Section 232/223f’s:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Organizational Docs of Management Agent (if 

applicable) (7-1 & 7-2)

9.  Licenses  (8-2)

10.  Title  (8-3)

11.  Survey  (8-4) (full size)

12.  Evidence of compliance (8-5)

13.  Commercial Leases (if applicable)  (8-8)

14.  Ground Lease (if applicable) (8-9)

15.  Accounts Receivable Docs (if applicable)  (9-12)

16.  Master Lease Documents (if applicable) (not on 

checklist)

Section 223(a)(7) on a 232:

1.  Underwriting Narrative (1)

2.  Contact List (6)

3.  Organizational Chart – Mortgagor (10)

4.  Organizational Docs of Mortgagor (11).

5.  Organizational Docs for principals of Mortgagor (if 

applicable) (13)

6.  Organizational Docs of Operator/Lessee (14)

7.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (15)

8.  Licenses  (18)

9.  Title  (19)

10.  Survey  (if applicable)(20);  (full size)

11.  Evidence of compliance (21)

12.  Organizational Docs – Parent of Operator  (if 

applicable)  (Supplemental Checklist C-2)

13.  Organizational Docs – Management Agent  (if 

applicable)  (Supplemental Checklist D-2)

14.  Accounts Receivable Docs (if 

applicable)  (Supplemental Checklist E-1 through E-13)

Section 232 New Construction:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Owner Arch Agreement with attachments ((8-10)

9.  Organizational Docs of Management Agent (if 

applicable) (9-1 & 9-2)

10.  Licenses  (10-2)

11.  Title  (10-3)

12.  Survey  (10-4) – full size

13.  Evidence of compliance (10-5)

14.  Commercial Leases (if applicable)  (10-7)

15.  Ground Lease (if applicable) (10-8)

16.  Easement and Maintenance Agreements (if 

applicable) (10-12)

17.  Master Lease Documents (if applicable) (not on 

checklist)

Section 232 Substantial Rehabilitation:

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if 

applicable) (6-1 & 6-2) 

8.  Organizational Docs of Management Agent (if 

applicable) (7-1 & 7-2)

9.  Owner Arch Agreement with attachments (9-10)

10.  Licenses  (10-2)

11.  Title  (10-3)

12.  Survey  (10-4) – full size

13.  Evidence of compliance (10-5)

14.  Commercial Leases (if applicable)  (10-8)

15.  Ground Lease (if applicable) (10-9)

16.  Easement and Maintenance Agreements (if 

applicable) (10-13)

17.  Accounts Receivable Financing Documents (if 

applicable) (11-12)

18.  Master Lease Documents (if applicable) (not on 

checklist)

Section 241a on a 232 :

1.  Underwriting Narrative (1-2)

2.  Contact List (01-08)

3.  Organizational Docs of Mortgagor (3-2).

4.  Organizational Docs for principals of Mortgagor (if 

applicable) (3-4)

5.  Organizational Docs of Operator/Lessee (3-5)

6.  Operator Lease, Memorandum of Lease, & Estoppel 

Certificate, (if applicable)  (5-11)

7.  Owner Arch Agreement with attachments (9-10)

8.   Licenses  (10-2)

9.  Title  (10-3)

10.  Survey  (10-4) – full size

11.  Evidence of compliance (10-5)

12.  Commercial Leases (if applicable)  (10-8)

13.  Ground Lease (if applicable) (10-9)

14.  Easement and Maintenance Agreements (if 

applicable) (10-13)

15.  Organizational Docs of Parent of Operator (if 

applicable) (Supp Checklist C-1, C-2)

16.  Organizational Docs of Management Agent (if 

applicable) (Supp Checklist D-1, D-2)

17.  Accounts Receivable Financing Documents (if 

applicable) (Supp Checklist E)

18.  Master Lease Documents (if applicable) (not on 

checklist)

Please discuss with your assigned OIHCF Underwriter if there are any special circumstances whereby the above policy can not be followed.

· Clarification on Replacement Costs on New Construction: 
There has been some confusion in the past on how replacement cost value on new construction Section 232’s impacts the  FHA maximum insurable mortgage.  Continuing HUD HQ’s  existing policy, under the LEAN 232 Program, the maximum insurable mortgage on new construction projects shall not exceed 90% of the HUD Replacement Cost.  The future revised version of the new construction Lender Narrative template will address this issue.  In the meantime, on the HUD Form 2264a, Criterion 3. a., please use the lesser of the value indicated on HUD Form 2264 or the HUD Replacement Cost.  

Please note, this does not change the caution listed in the February 6, 2009, email blast which stated that any new construction proposals with assisted living units that exceed 75% loan to value will require justification/mitigation.  See the February 6, 2009, email blast for further details.  

 

· LEAN 232 Pipeline as of September 18th, 2009
The current activity of our 232 pipeline for the week ending September 18th, 2009 is outlined in the attached table for your reference. 

***Report to be attached to email***

· 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 – LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of September 4th , 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 September 4th, 2009, we would like to share with you the following:
· READ ALL ABOUT IT….
Study shows 15 States face $1 Billion in Medicare funded Nursing Home cuts over next decade - HEALTHCARE FINANCE NEWS
http://www.healthcarefinancenews.com/news/study-15-states-face-1b-medicare-funded-nursing-home-cuts-over-next-decade
· New Staff Joins HUD LEAN 232 Development Team!

We would like to welcome four new members to our LEAN 232 HUD Development Team:

· Susan  Gosselin
· Diane  Rosinski
· Tracy Lo
· Gary Golding 
These new members bring a wealth of housing and healthcare facilities experience and we are very excited to have them on the team.  Welcome all!

· FOR ALL LEAN 232 PRE-APPLICATIONS… 
Remember that a Lender Underwriter site visit and Lender loan committee is required on all Pre-applications.

· Please Remember - Return Signed Firm Commitments to Assigned HUD Underwriter
a. After the Firm Commitment is signed by HUD, the original is returned to the Lender’s Underwriter.

b. After the Lender and the Mortgagee accept and sign the Firm Commitment, the original shall be returned to the assigned HUD Underwriter (not the HUD Account Executive, who will service the loan, identified in the Commitment).

· LEAN 232 Pipeline as of September 4th, 2009 
The current activity of our 232 pipeline for the week ending 
September 4th, 2009 is outlined in the following table.
[image: image17.emf]Section 232 Activity Week ending 

9/05/09

Cumulative 

to date in 

FY09

Applications Received

     Refinancings 223(f) 2 162

     New Const Pre-App 1 48

     223 (A7) 10

     223 (D)2 1

     New Const-Firm  6

     TOTAL 3 227

 Mkt Acceptance Ltrs Issued

     New Construction 2 25

     TOTAL 2 25

Commitments Issued

     Refinancings 223(f) 1 103

     New Construction 1 4

     223 (D)2 1

     223 (A7) 3

     TOTAL 2 111

Closings

     Refinancings 223(f) 3 69

     New Construction 2

     223 (D)2 1

     223 (A7) 3

     TOTAL 3 75

Applications currently in underwriting review: 66

Applications in queue (not yet assigned): 54


      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 - LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of August 24th , 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 August 24th, 2009, we would like to share with you the following:
•      Early Commencement Logistics…

Within 5 days of submittal of an Early Commencement request, please contact Amee Welch in Seattle for assignment of an OIHCF Underwriter – if one has not already been assigned in the course of a previously submitted Pre-Application or Firm Application submittal.  The OIHCF Underwriter will coordinate this process.  Moreover, as the Early Commencement documents currently posted to FHA.GOV indicate, HUD’s environmental review (signed HUD Form 4128) must be completed prior to HUD approving of an Early Commencement.   Thus, if you are submitting an Early Commencement request prior to submittal of a Pre-application or Firm Application, you will need to include the Environmental documents referenced by the Pre-Application checklist in the Early Commencement request (if not already previously submitted).

•      Survey Monkey…

Upon closing of a Lean 232 loan, the OIHCF Underwriter or OIHCF Closing Coordinator will be sending the Lender Underwriter an email that will contain a link to a survey that HUD has developed (using surveymonkey.com).  We will be using this survey to improve the Lean 232 process.

    LEAN 232 Pipeline as of August 7th, 2009

The current activity of our 232 pipeline for the week ending 
August 21st, 2009 is outlined in the following table.

[image: image10.wmf]Section 232 Activity

Week ending 

8/21/09

Cumulative 

to date in 

FY09

Applications Received

     Refinancings 223(f)

5

159

     New Const Pre-App

4

43

     223 (A7)

2

10

     223 (D)2

1

     New Const-Firm 

1

6

     TOTAL

12

219

 Mkt Acceptance Ltrs Issued

     New Construction

23

     TOTAL

0

23

Commitments Issued

     Refinancings 223(f)

102

     New Construction

3

     223 (D)2

1

     223 (A7)

3

     TOTAL

0

109

Closings

     Refinancings 223(f)

2

66

     New Construction

2

     223 (D)2

1

     223 (A7)

3

     TOTAL

2

72

Applications currently in underwriting review:

50

Applications in queue (not yet assigned):

70



      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 - LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of August 7th , 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 August 7th, 2009, we would like to share with you the following:

   PLEASE KEEP IN MIND…

1. The Executive Summary presented in the Lender Narrative must reflect the final Lender’s underwriting conclusions proposed and must be consistent with the documents included in Firm Commitment package (FHA Form 2453-MM, HUD 92264 HCF, 92264A, etc.).

2. The tables in the Lender Narrative must reflect the Lender’s final underwritting numbers compared to the 3rd Party Reports, calculations, and conclusions.   All Lender numbers from these comparison charts shall match the Executive Summary of the Lender Narrative and thus shall reflect the actual Lender’s underwriting conclusions for the proposed project.

Please make sure that this is done for all applications submitted under the LEAN 232 Program.

    LEAN 232 Pipeline as of August 7th, 2009

The current activity of our 232 pipeline for the week ending August 7th, 2009 is outlined in the following table.
[image: image18.emf]Section 232 Activity Week ending 

8/07/09

Cumulative 

to date in 

FY09

Applications Received

     Refinancings 223(f) 7 150

     New Const Pre-App 8 38

     223 (A7) 1 8

     223 (D)2 1

     New Const-Firm  1 5

     TOTAL 17 202

Market Acceptance Letters

     New Construction 21

     TOTAL 0 21

Commitments Issued

     Refinancings 223(f) 102

     New Construction 3

     223 (D)2 1

     223 (A7) 3

     TOTAL 0 109

Closings

     Refinancings 223(f) 64

     New Construction 1 2

     223 (D)2 1

     223 (A7) 3

     TOTAL 1 70

Applications currently in underwriting review: 47

Applications in queue (not yet assigned): 63


      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 - LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of July 24th , 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 July 24th, 2009, we would like to share with you the following:

PLEASE KEEP IN MIND WHEN PRESENTING 232/223f LOAN TO VALUE (LTV) %...

Given the difficult economic and fiscal environment nationally, and the uncertainty of both Medicare and Medicaid reimbursements, the Department is requesting that lenders exercise caution in underwriting all 232 loans.  Although the Section 232 Regulations allow Section 232/223f loans to go as high as 85% loan to value (LTV), OIHCF will not exceed 80% LTV without mitigating factors.  Going forward, loan applications not meeting this criteria will be rejected. We ask that you adhere to the 80% LTV rule regardless of what your experience has been in the past. The Department’s review of mitigating factors will focus on any project specific attributes that result in limiting project market risk or in reducing project financial risk.  Examples of mitigating factors include, a high debt service coverage ratio, a 3-year history of income and expenses that support the Net Operating Income conclusions, very conservative appraisals, additional collateral, or other default protections.  It is not considered adequate mitigation to solely cite the strength or reputation of the owner/management/lender.  Please note that this list of examples is by no means all inclusive and each project requesting a LTV exceeding 80% will be evaluated based upon the project as a whole and it’s risk to the FHA Insurance Fund. 

TIPS TO REMEMBER FOR APPRAISALS AND MARKET STUDIES

· Don’t ignore the Sales Comparison Approach!  HUD recognizes that incomes vary from facility to facility and the Income Approach is key to the valuation of the going concern. But what HUD wants to know for its loan decisions is what the property would sell for with an Operator in place at the projected occupancy. This is the “market value” of the going concern.  It is an indicator of trouble when comparable building sales do not support the conclusions of the income approach. 
· A common problem we have seen with market studies is that the Analyst has ignored inferior units on the supply side. These units must be discussed even if you are making a case for their exclusion from the competition. 

· When making your conclusions about the size of the Primary Market Area, pay close attention to where the existing competitors are drawing their tenants from.

· Be sure your market study includes all vacant/off-line units in the supply count.

· Some Lenders have been reluctant to depart from the conclusions of the appraisal as they perceive this would violate FIREA rules. HUD wants Lenders to view the appraisal as a tool to do their underwriting and loan sizing correctly. Lenders should not use a value they disagree with, and are allowed to make modifications with justification. If Lenders feel they are prohibited from doing this, they should cite the FIREA rule at issue in their narrative.

· The concluded “Highest and Best Use as if Vacant” is important because it dictates the type of land comparables the Appraiser will chose. Unless the site is located next to a hospital, it is unlikely that the highest and best use as vacant will be senior housing. The highest and best use conclusion should conform to the actual zoning. 

· The selection of the capitalization rate should be primarily based on recent sales. Ideally these rates would come from the Building Sales Comparables, however these are often chosen by location before sale date. Recent cap rate data should be included every time, even if an additional set of cap rate comps needs to be introduced.

· Supply your Appraiser/Analyst with copies of the Statement of Work for Appraisals and Market Studies. We are constantly trying to improve these documents, so check with FHA.gov for new versions before you start. You may also contact wayne.d.harris@hud.gov for the most recent version. Many of the problems we encounter in our reviews could be avoided by adherence to the SOWs.

    LEAN 232 Pipeline as of July 17th, 2009
The current activity of our 232 pipeline for the week ending 
July 17th, 2009 is outlined in the following table.

[image: image19.emf]Section 232 Activity Week ending 

7/17/09

Cumulative 

to date in 

FY09

Applications Received

     Refinancings 223(f) 4 132

     New Const Pre-App 26

     223 (A7) 4

     223 (D)2 1

     New Const-Firm  4

     TOTAL 4 167

Market Acceptance Letters

     New Construction 19

     TOTAL 0 19

Commitments Issued

     Refinancings 223(f) 2 96

     New Construction 1 2

     223 (D)2 1

     223 (A7) 3

     TOTAL 3 102

Closings

     Refinancings 223(f) 1 64

     New Construction 1

     223 (D)2 1

     223 (A7) 3

     TOTAL 1 69

Applications currently in underwriting review: 39

Applications in queue (not yet assigned): 39


      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 - LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of July 10th , 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 July 10th, 2009, we would like to share with you the following:
  Things to Remember when Working on Closing Documents:
When requesting “FHA Commissioner” signature of Regulatory Agreements, Notes, and Escrow Agreements, keep in mind the following:
 

  These closing documents are currently being signed whenever possible by Ms. Renee’ D. Greenman, Acting National Director, 232 Lean Development.  The Notary for Ms. Greenman is in King County WA, so please ensure that is correct on the notary pages.
  For a smooth and timely closing, it is imperative to plan in advance. In cases where Ms. Greenman is unavailable to sign on the day needed, please work with the OIHCF Underwriter assigned to the particular project – they may be able to be signed by Roger Miller, in  OIHCF Headquarters.  Again, please coordinate with your LEAN Underwriter 
  When sending the above documents for signature, please include a cover letter that contains detailed instructions regarding where you wish documents mailed. Tabbing areas requiring signature is appreciated.  
  Although not required, if you include a self–addressed Fed-Ex envelope(s) it will speed the process.   
  Please note that the original Note will always be sent to the HUD Closing Attorney.  
 

  An example of a cover letter is attached and can also be found on FHA.gov
 

Please share this information with all staff who work on your closings
 

 

  It’s Posted! Check out the Revised Section 223f Firm Commitment Template!
As mentioned in the June 26, 2009, email blast, the revised Firm Commitment template for Section 223(f) is now posted to FHA.GOV.  Please note that this is posted under “Original Section 232/223(f) Documents” and “Lender Tools and Templates”.  The DACA language that was added to this document is at the bottom of the first page (within Condition #2).  
 

 

    LEAN 232 Pipeline as of July 10th, 2009
The current activity of our 232 pipeline for the week ending 
July 10th, 2009 is outlined in the following table.
 

[image: image11.png]Section 232 Activity Weak ending  Cumulative
71009 todatein
Fro9
Applications Received
Refinancings 223 () 5 128
New Const Pre-App 3 26
23(a7) 1 4
2302 1
New Const-Fim 4
ToTAL 9 163
Market Acceptance Letters
New Construction 4 19
ToTAL 4 19
Commitments Tssued
Refinancings 223 () B 94
New Construction 1
2302 1
23(a7) 3
ToTAL 9 99
Closings
Refinancings 223 () 18 63
New Construction 1
2302 1 1
23(a7) 1 3
ToTAL 20 68
Applications currently in underriting review: 43
Applications in queue (not yet assigned): 30





 

 

      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 - LeanThinking@hud.gov
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
 

 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of June 26th , 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 June 26th, 2009, we would like to share with you the following:

   Revised Firm Commitment Templates Now Posted on FHA.GOV

Revised Firm Commitment templates for Section 223(f), Section 223(a)(7), and Substantial Rehabilitiation are now posted to FHA.GOV.  A revised Firm Commitment template for New Construction will be posted to FHA.GOV within the next week.  These revised Firm Commitments reference the Deposit Account Control Agreement and are not locked (as some of the previous documents were).  

EFFECTIVE IMMEDIATELY…For all future submittals, please use these revised Firm Commitment templates.  

ALSO... The LEAN Firm Application checklists are being revised to require the draft Firm Commitment and Special Conditions  electronic submittal to be in Microsoft Word format.  As we continue to strive to improve our processing efficiencies, we have found having these documents in Microsoft Word format from the start greatly expedites the review process and preparation for Loan Committee.  Please note:  We will continue to accept other Firm Commitment exhibits/attachments (except the Special Conditions) in PDF format as separate documents.

   “Getting the Word Out!” - LEAN 232 Presentations and Events
· 2009 LTC Leadership Forum – June 25th (Akron, Ohio) – 
Bill Lammers, Acting Director of the 232 Program, presented the keynote speech at the Ohio Long-Term Care Leadership Forum.  Highlights of this presentation included the implementation of LEAN 232 Program – what it is, how it works, and the benefits of the program. 

· Committee on Health Care Financing Annual Meeting – 

June 25th (Washington, DC) 

Roger Miller, Director of the Office of Insured Health Care Facilities (OIHCF), Renee Greenman, Acting Director of Field Operations, and several members of the Executive Staff of OIHCF presented an update on the LEAN 232 Program, including current operational status, asset management items, portfolio analysis, and accounts receivable financing.

    ”Closing Updates” – Address to be used for Closing Documents

Previously, the local HUD office was often used as the address for HUD on the various closing documents (including the UCC Financing Statements).  For future LEAN closings, please use the following address: 

Department of Housing and Urban Development

Office of Insured Health Care Facilities

451 Seventh St. SW. 

Washington, DC 20410

    LEAN 232 Pipeline as of June 26th, 2009

The current activity of our 232 pipeline for the week ending 
June 26th, 2009 is outlined in the following table.
 

[image: image12.emf]Section 232 Activity Week ending 

6/26/09

Cumulative 

to date in 

FY09

Applications Received

     Refinancings 223(f) 4 123

     New Const Pre-App 23

     223 (A7) 3

     223 (D) 1

     New Const-Firm  2 4

     TOTAL 6 154

Market Acceptance Letters

     New Construction 1 15

     TOTAL 1 15

Commitments Issued

     Refinancings 223(f) 2 85

     New Construction 1

     223 (D)2 1

     223 (A7) 3

     TOTAL 2 90

Closings

     Refinancings 223(f) 8 45

     New Construction 1

     223 (A7) 2

     TOTAL 8 48

Applications currently in underwriting review: 38

Applications in queue (not yet assigned): 39


      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 - LeanThinking@hud.gov
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of June 12th , 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 June 12th, 2009, we would like to share with you the following:

   CHANGE, CHANGE, CHANGE….

As a result of our staffing shortage in OIHCF and in an effort to best serve you, we are modifying the current management system for assigning LEAN Automated Processing projects to OIHCF Underwriters.

In an effort to keep the number of active projects assigned to each underwriter at a manageable number, we have implemented the following procedure, effective immediately:

· The procedure for requesting and receiving an assignment of an FHA project number will remain as it currently is.

· When the lender has a Pre-application or Firm Application that is completely assembled, the electronic version will be sent to Amee Welch in Seattle (for Firm Applications, the application fee check and the lender check transmittal letter will also be submitted).  The date that Amee receives the electronic submittal and the check shall be considered the receipt date for Pre-application or the Firm Application and shall constitute the date of submittal for third party reports, credit reports, etc.

· If the underwriting workload management system has no spare capacity at the time of electronic submittal, the project will be placed in a queue.  The Lender will receive notification including but not limited to, 

“{Name of Project} has been placed in this queue.  It is the {insert number that project is in the queue} project in the queue.”

· When underwriting capacity becomes available, the Workload Manager will immediately assign the first project in the queue to an underwriter (OIHCF will be following a first in, first out approach).  

· When assigned a new project, the underwriter will immediately contact the lender and tell them where to submit the hard copies of the submittal.  

We will be updating lenders on the status of the queue in future lender email blasts.  

As of today, over 30 projects are in the LEAN project queue.  Although changes as a result of the recent Kaizen event in Seattle will permit OIHCF to further streamline and expedite the actual underwriting review and loan committee review processes, OIHCF unfortunately only has “12” full time underwriters and “2” appraisers for the entire country.  At the current time, the heightened interest in LEAN Section 232 program transactions has resulted in an unprecedented volume of new applications in the pipeline.  The good news is that even with the understaffing issues, the LEAN team is producing firm commitments in one third to half the time of previous MAP 232 processing.

The queue is a “temporary”  measure to deal with exploding application volumes until OIHCF is able to finalize our new staff hiring process, which should add 17 new staff positions to the LEAN OIHCF staff.  OIHCF will provide updates to lenders on the status of the queue in future lender email blasts.

OIHCF is committed to obtaining the staff necessary to process firm applications within LEAN timeframes and our priority remains providing professional and efficient first class service.  OIHCF appreciates your patience and understanding as we attempt to manage this LEAN pipeline within our current resource allocation. 

   The “Skinny” on New Construction – Pre-Application Proposals
You have asked and we have listened!  There has been a lot of interest by Lenders in pre-planning of new construction/pre-application deals, to know where New Construction is being proposed, what HUD has received, and what pre-applications have been approved by HUD.  In response, OIHCF is posting a list of LEAN new construction and sub-rehab projects sorted by State.  To find out more, visit the Underwriting Guidance Home Page on FHA.GOV.
   Your assistance is requested when submitting the Lender Narrative….
In an effort to expedite the review of applications, we are asking the Lenders to submit the Lender Narrative for their proposal in WORD in addition to the pdf version currently being submitted.   This will allow the HUD Underwriter to use the charts presented by the Lender at Loan Committee.  Thank you for your assistance in making our review even more efficient.

   REMINDER – When Submitting Firm Extension Requests and…
Please remember to send your Firm Commitment Extension requests, Firm Amendment requests, and firm Commitments and Amendments signed by the Lender and Mortgagor to the project’s assigned HUD Underwriter!

   Section 232/223(f)Project Capital Needs Assessment (PCNA) - Condition Assessment & Proposed Replacement and Cost Schedule – Capital Items and Major Movable Equipment
It is the Needs Assessor’s responsibility to determine the condition of Capital Items and Major Movable Equipment, and to establish the future replacement needs for the line items over a 15 year period.

The Replacement Reserve must be fully funded to support the replacement of items in the year determined by the difference between “Estimated Useful Life,” and “Reflective Age” (aka – Remaining Useful Life).  If not, additional explanation must be provided to justify such deviations.

In addition, if replacement funding is proposed over a consecutive year period (i.e. Years 4, 5, 6, and 7), then an explanation must be provided to justify a phased replacement.

    LEAN 232 Pipeline as of June 12th, 2009

The current activity of our 232 pipeline for the week ending June 12th, 2009 is outlined in the following table.
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of May 29th , 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 May 29th, 2009, we would like to share with you the following:

   Staff Members Attend “Kaizen” Session in Seattle to Continue LEAN Reengineering Effort
Approximately 30 participants, including HUD headquarters and out-stationed field staff, LEAN consultants, and industry representatives attended a “Kaizen” event in the Seattle Office May 19-21.  The Seattle event evaluated the initial months of LEAN work using the newly developed streamlined Section 232 LEAN processing programs.  While processing times for new 223(f) loans has been cut, on average, from 220 to 82 days (firm application to closing) and development productivity has been improved by over 5 times, the current OIHCF level of 232 staffing is insufficient to keep up with the volume of incoming applications.   The Kaizen event was held to further streamline our processes and improve effectiveness of underwriting.  Specific topics included rationalizing the workload management and underwriting team structures, workflow and queuing protocols, revisions and improvements to underwriting punch-lists and loan committee submission templates, and initiating an improved closing coordination function.  We anticipate that these improvements will enhance underwriting quality and continue to improve the 232 team’s productivity; however, some queuing of incoming submissions may continue pending further allocation of staff resources to keep up with the level of submissions.

Note:  Kaizen (改善, Japanese for "improvement") is a philosophy that focuses on continuous improvement throughout all aspects of life. When applied to the workplace, Kaizen activities continually improve all functions of a business, from manufacturing to management and from the CEO to the assembly line workers.  By improving standardized activities and processes, Kaizen aims to eliminate waste.  LEAN Engineering and LEAN Office Process Improvement Programs were pioneered by Toyota, and formed the foundation for the improvement initiatives in the FHA Section 232 LEAN Mortgage Insurance Program. 

   232 LEAN Presentations – Calendar of Events
There is a lot of interest in the LEAN 232 Program!  And as such, we have received many invitations to discuss all aspects of the implementation of the 232 LEAN program.  Events we are participating in include:

· Southeast Mortgagee Advisory Council (SMAC) Conference - May 26-28, 2009 (Hilton Head NC)

· Healthcare Symposium – June 22, 2009 (Avon, Colorado)

    LEAN 232 Pipeline as of May 29th, 2009

The current activity of our 232 pipeline for the week ending May 29th, 2009 is outlined in the following table.
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of May 8th, 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 May 8th, 2009, we would like to share with you the following:

   OIHCF Staff Members Attend Western Lenders’ Conference
 
The FHA Commissioner, Brian Montgomery, along with OIHCF staff presented at the Western Lenders Conference, held in Las Vegas, Nevada last week.  Updates and technical issues were discussed, relating to 232 Policies, accounts receivable financing, closing issues, and deposit control agreement requirements.  All of the sessions were very well received.  The staff received many accolades from the 200-300 conference attendees regarding the progress of the Section 232 LEAN program. 

   232 LEAN Presentations – Calendar of Events
 
There is a lot of interest in the LEAN 232 Program!  And as such, we have received many invitations to discuss all aspects of the implementation of the 232 LEAN program.  Upcoming events are listed below:

· Washington State Health Care Conference - May 5, 2009 (Vancouver WA)

· Southwest Mortgagee Advisory Conference - May 7-8, 2009 (Plano TX)

· Mortgage Banker’s Association (MBA) Commercial/Multifamily Servicing and Technology Conference - May 13-15, 2009

(New Orleans) 

· Midwest Lenders’ Conference - May 19-20, 2009 

(Detroit MI)

· Southern Mortgagee Advisory Conference - May 26-28, 2009 (Hilton Head NC)

   Non-Critical Repair Release Request:
 
We have posted a revised document to FHA.GOV under “Original Section 232/223f Documents”, “Revised Section 232/223f Documents” and FHA.gov 232 Loan Servicing dealing with non-critical repair release requests.  This document combines the owner certification and protocol into one document (it also includes more details on the protocol).  As previously conveyed,  non-critical repair escrow release requests will be submitted to the OIHCF Account Executive.  If there is a question as to who the OICHF Account Executive is for your specific project, please contact one of the Workload Managers.

   Hard Copy Submittals:
To assist in the review of firm applications, please note the following recommendations regarding future hard copy submittals to HUD:

1. Submit a completed checklist with the submittal.

2. Tab the submittal in accordance with HUD’s checklist.

3. We have been having difficulty with hard copy submittals falling apart.  Please do not include too many documents in the binder/folder.  We have found that submittals assembled in 3 ring binders tend to stay together better than submittals assembled in 2 hole punch folders – although either is acceptable.

4. Bound third party reports do not need to be disassembled and included in the binder/folder.   We prefer that you keep the report bound and reference the separately bound report in the binder/folder.

5. Before saving and printing the Lender Narrative, please update the page numbers in the index at the beginning of the narrative.  To do so in Word 2007, place the cursor in the index,  right click, and choose “Update Field” 

    LEAN 232 Pipeline as of May 8th, 2009

The current activity of our 232 pipeline for the week ending 

May 8th, 2009 is outlined in the following table.
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of April 24th, 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 April 24th, 2009, we would like to share with you the following:
   Check out FHA.gov for Updates on the LEAN 232 Program:
 

  http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
    LEAN 232 Pipeline as of April 24th, 2009

The current activity of our 232 pipeline for the week ending April 24th, 2009 is outlined in the following table.
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of April 10th, 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 April 10th, 2009, we would like to share with you the following:
   Non-Critical Repair Escrow Releases:
 

We have revised the protocol document for non-critical repair escrow releases on Section 223(f)’s.  The revised document, which is posted under “Original Section 232/223f Documents” and “Revised Section 232/223f Documents”, calls for the non-critical repair escrow release requests to be submitted to the OIHCF Account Executive – as we do not currently have a Construction Manager in OIHCF.  Please contact one of the Workload Managers if there is a question on who the OICHF Account Executive is for your specific project. 
 

 

   Approved Underwriters for LEAN:
 

As previously discussed, if an underwriter (MAP-Approved for Section 232) did not attend the required LEAN training in Seattle for the particular type of loan they are underwriting, they must underwrite two projects under the review of a LEAN-approved underwriter prior to being considered approved to underwrite LEAN loans.   If you are an underwriter who is requesting approval to underwrite LEAN projects in this manner, please request such approval from Amee Welch (Amee.Welch@HUD.GOV) in Seattle.  In the email request, include the two project names, FHA project numbers, and the name of the approved LEAN underwriter who reviewed your work.  The LEAN underwriter designee must demonstrate proficiency in meeting LEAN standards to be certified after reviewing the two submissions. 
 

 

   Deposit Control Agreement on LEAN 232 Closings:
 

Because of changes made to Article 9 of the Uniform Commercial Code in 2001, the Deposit Control Agreement is necessary in order for the FHA Lender to perfect its  security interest in project funds that reside in a depository bank (other than with the FHA Lender).   Therefore, on all Section 232 LEAN closings, HUD will request a Deposit Control Agreement (DCA).  There are sample Deposit Control Agreements posted on FHA.GOV under “Accounts Receivable Financing Documents” and “Sample Closing Documents.”  Please note, there is a separate sample agreement for projects with and without accounts receivable financing.  These are only samples.  You may submit the form DCA that is used by the depository bank to the HUD Closing Attorney for review.  If you have questions on this issue, please work with the assigned HUD Closing Attorney. 
 

 

   Clarification (see RED font) on Definition of Eligible Debt on a Refinance:

The revised 232/223f Lender Narrative Template will include the following language, as well as a matrix, to clarify the definition of eligible debt under the LEAN 232 program:

 

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 B) 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 the identity of interest described in the next sentence is not present. provided neither of the two scenarios described in the “Five Year Rule” below are present.  Note: in the case of refinancing a bridge loan, as long as there is not an 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.  If this identity of interest is present, the debt must be seasoned for at least five years if it doesn’t meet the definition of “Eligible Debt” below.
 

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 B.  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 described herein.  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 verifies 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,
 

*  The debt seasoning requirement under MAP was one year, and the two year requirement has been phased in by OIHCF. The one year requirement applies only to debt that has been funded or put into place prior to September 1, 2008 and was subject to a signed engagement letter with the LEAN lender on or prior to that date. Beginning April 1, 2009, all projects must meet the two year requirement unless the project has a signed engagement letter prior to September 1, 2008. OIHCF provided a seven month phase in period for the two year rule, because a number of projects with interim financing were subject to a pre-existing engagement letter with a LEAN/MAP approved Lender. 
 

**  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 constitutes an identity of interest.
 

 

   Independent Living Units in a Section 232 Project:
 

      It has been longstanding policy that HUD will allow up to 25% of the units in a Section 232 facility to be Independent Living Units.  This policy remains unchanged under LEAN.  However, please note the following:
 

  The facility must offer services to all residents in the project comparable to those found in a skilled nursing facility, assisted living facility, board and care, or intermediate care facility.
 

   The Independent Living Units do not need to be licensed – they may be licensed or un-licensed so long as all of the other units in the facility are licensed.
 

  Under LEAN, we are continuing with the longstanding policy that if the project combines Nursing Home/Intermediate Care or Board and Care units with Independent Living units, that a 12 month debt service reserve is required – see MAP Guide, Section 3.9. A. 3. b. (2).  Note, this requirement does not apply to projects that combine Assisted Living units with Independent Living units.
 

  Waivers to exceed the 25% limit will be considered on a case by case basis for good cause.  Please note that OIHCF to date has not provided a waiver if the percentage of Independent Living units exceeds 30% of the total project units. 
 

  If you have a proposal that contains a percentage of Independent Living units that is above the percentage found acceptable to HUD, you may wish to pursue the possibility of insuring the project under two mortgages.  We have insured loans on projects where a portion of the project was insured under Section 232 and another portion was insured under Section 221(d)(4) or Section 231.  If you wish to pursue such a project, please contact HUD as OIHCF will need to coordinate with Multifamily staff in the processing of the project – the Section 232 loan would be processed under LEAN and the Section 221(d)(4) or Section 231 loan would be processed by the Multifamily Hub.    
 

  

    LEAN 232 Pipeline as of April 10th, 2009
	Section 232 Activity
	Week ending 4/10/09
	Cumulative to date in FY09
	

	Market Acceptance Letters
	 
	 
	

	     New Construction
	 
	7
	

	 
	 
	 
	

	Applications received
	 
	 
	

	     Refinancing 223(f)
	3
	65
	

	     New Construction
	 
	11
	

	     Other (a)7
	 
	2
	

	     TOTAL
	3
	78
	

	 
	 
	 
	

	Commitments issued
	 
	 
	

	     Refinancing 223(f)
	2
	35
	

	     New Construction
	 
	1
	

	     Other (a)7
	1
	2
	

	     TOTAL
	3
	38
	

	 
	 
	 
	

	Closings
	 
	 
	

	     Refinancing 223(f)
	2
	20
	

	     New Construction
	 
	1
	

	     Other (a)7
	0
	1
	

	     TOTAL
	2
	22
	

	 
	 
	 
	

	Applications currently under review
	35
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HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of March 27th, 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 March 27th, 2009, we would like to share with you the following:
   Updates to FHA.GOV:  The following updates have been made to FHA.GOV:
·  The “Sample Closing Documents (including AR Financing)” link has been broken into two links - “Accounts Receivable Financing Documents” and “Sample Closing Documents”.

·  The most current closing checklist has been added to each loan type under “Lender Tools – Construction and Closing”.  

·  We are in the process of uploading legal closing punchlists for all of the loan types.  These punchlists will be posted under “HUD Legal Counsel Tools” (for Original Section 232/223f) or under “HUD Tools – Construction and Closing” (for the other tabs).     

·  The link for the Intergovernmental Review that is listed in the endnotes on the Firm Application checklists under New Construction, Substantial Rehabilitation, and Section 232/241(a) has been revised.  This changed with the new Administration.

·   As a result of our Beta Test on our first Early Commencement, we have added to and revised the documents that now appear under “Early Commencement of Construction” and “Lender Tools”. 

    LEAN 232 Pipeline as of March 20th, 2009
   FHA # Requests – Purchase/Refinance – 221
 

   FHA # Requests – New Construction – 49 
 

   FHA # Requests – Section 223(a)(7) - 1 
 

   FHA # Requests – Section 241(a) – 2 
 

   FHA # Requests – Sub-Rehab – 3 
 

   FHA # Requests – Section 223(d) – 2
 

   Applications In (not closed) – Purchase/Refinance – 40  shortly)
 

   Applications In (not closed) – New Construction – 6
 

   Applications In – Section 223(a)(7) – 1
 

   Firm Commitments Issued  – 29
 

   Applications CLOSED  –Purchase/Refinance – 14 
 

   Applications CLOSED  – New Construction – 1 (5 pre-apps completed)
 

   

    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 - LeanThinking@hud.gov
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
 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

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

Update as of March 13th, 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 March 13th, 2009, we would like to share with you the following:
  LEAN is the Name of the Game for Section 232 Program!
 

As of March 1, 2009, all Section 232 applications must be submitted to OIHCF (either under the LEAN expedited process or under a TAP process that is expected to be very lengthy in terms of processing time).  This applies to new applications submissions ONLY.  For any Section 232 application currently in the review process under the MAP/TAP program prior to March 1, 2009, the application processing will continue under MAP/TAP.  NOTE, If you have any questions regarding TAP and OIHCF, please send your inquiry to LEAN Thinking Mailbox - LeanThinking@hud.gov
 

For more information on the LEAN 232 Program, check out our FHA.GOV website at:
 

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

 

 CORRECTION – Management Agents Required to Submit 2530/Previous Participation
 

A correction to the LEAN 232 Update of 2/20/09, has been made regarding the 2530/APPS requirements for Management Agents.  Contrary to the email update sent, 2530/APPS are required on Management Agents by the Code of Federal Regulations (CFRs). 
 

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:
 

https://hudapps1.hud.gov/apps/part_reg/apps040.cfm
 

 

  Mortgagor Entities and their Principals 
 

  Operator Entities and their Principals 
 

  Parents of Operator Entities and their Principals 
 

  General Contractor and their Principals (if applicable)
 

  Management Agents and their Principals (if applicable)
 

2530s are not required for Facility Administrators.
 

 

  More Information on Section 232/223(d) Operating Loss Loans…
As noted on FHA.GOV, the documents required for submittal of a Section 223(d) (Operating Loss Loan) are still being developed.  If you would like to assemble a Firm Application on a Section 223(d) on a Section 232 prior to the posting of these documents, please contact Tim Gruenes at tim.gruenes@hud.gov or 612-370-3000 Ext. 2252.  We will work with you on the submittal on a case by case basis.   
 

 

  LEAN 232 Program Information shared at the Eastern Lenders Conference on March 9 -11th, 2009
 

The Office of Insured Health Care Facilities (OIHCF) staff shared information on the LEAN 232 Program during the recent Eastern Lenders Conference on March 9-11th in Baltimore.  To find out more about this conference, please contact Jonathan Camps at (202) 887-1825 or at jcamps@lovefunding.com
 

 

    LEAN 232 Pipeline as of March 6th, 2009
   FHA # Requests – Purchase/Refinance – 208
 

   FHA # Requests – New Construction – 41 
 

   FHA # Requests – Section 223(a)(7) - 1 
 

   FHA # Requests – Section 241(a) – 1 
 

   FHA # Requests – Sub-Rehab – 2 
 

   FHA # Requests – Section 223(d) – 2
 

   Applications In – Purchase/Refinance –40 (with 18 more scheduled to come in shortly)
 

   Applications In – New Construction – 7
 

   Applications In – Section 223(a)(7) – 1
 

   Firm Commitments Issued  – 18
 

   Applications CLOSED  –Purchase/Refinance – 9 
 

   Applications CLOSED  – New Construction – 1 (4 pre-apps completed)
 

 

    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 - LeanThinking@hud.gov
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
 

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
 

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

Update as of February 6th, 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 6th, 2009, we would like to share with you the following:

· Revised Guidance for Underwriting of LEAN 232 Loans for Assisted Living Projects:
Given the difficult economic and fiscal environment nationally, the Department is requesting that HUD approved Mortgagees exercise caution in underwriting loans under the LEAN Section 232 programs for new construction and refinance transactions for assisted living facilities.  For all Assisted Living Project LEAN mortgage insurance applications under Section 223(f), Section 232 new construction and substantial rehabilitation, and Section 241(a), HUD will require justification/mitigation if the underwritten debt service coverage ratio (“DSCR”) is less than 1.45.   Moreover,  as was previously discussed with various lenders in June of 2008, for all LEAN mortgage insurance applications involving new construction of Assisted Living units, HUD will require justification/mitigation if the underwritten loan to value is greater than 75%.    

 

The Department would consider, for example, a mitigating factor to be the inclusion of less expensive independent living units in the project or the presence of facility residents that are being provided with state or federal rental assistance subsidies. The Department’s review of mitigating factors will focus on any project specific attributes that result in limiting project market risk or in reducing project financial risk. The Department will be reasonable and flexible in determining where justifiable circumstances or mitigating factors exist.

 
Additional Guidance on the Use of Project Capitalization Rates:
The Department would like to provide general guidance regarding the usage of capitalization rates for Assisted Living projects. HUD believes that the capitalization rate should be a true reflection of conditions in the marketplace and the specific risks associated with a project.  The Department is particularly concerned with the use (in some cases) of an approximate “risk free” capitalization rate for Assisted Living projects.  The Department is not mandating a minimum capitalization rate. However, HUD may require justification/mitigation on Assisted Living projects if the capitalization rate used by the appraiser appears not to fully account for specific project and market related risks. This capitalization rate issue should be fully discussed in the Lender Narrative of the LEAN Application.

 

The Department believes that, in most but not all economic environments, the following debt service constant formula (Debt Service Constant + FHA MIP) multiplied by 1.25 would reflect reasonable guidance for the “minimum” capitalization rate for a proposed project. HUD would expect that the market realities of each project would dictate the capitalization rate to be used, which may be higher than the minimum formula. HUD does not wish to impose requirements for determining the capitalization rate and will defer to the USPAP appraisal standards to provide the definitive guidance on this issue. The Department’s guidance on capitalization rates is not mandatory and the Department understands that this guidance may not be as helpful as a guide when market and economic conditions are either highly optimistic or overly conservative and/or when the interest rate environment reflects unusually low or high project interest rates.

 

Example for calculating Cap Rate: 7% fixed interest rate plus the MIP of 50 basis points. {.0746+.50bp MIP=.0796*1.25=.0995 or 9.95%}. In this example, the minimum capitalization rate “guidance” is 9.95. 

The revised guidance relative to the debt service coverage ratio, loan to value, and capitalization rates for assisted living projects shall apply to any future application for mortgage insurance where an FHA Project Number is issued after February 6, 2009. Alternatively, if the FHA number has not been issued but a project appraisal is underway, FHA will accept the lower DSCR of 1.3 for refinancing and 1.35 for new construction if an appraisal engagement letter was executed prior to February 6, 2009, and if appraisals using the lower DSCRs are finalized and provided to HUD prior to April 6, 2009.  On projects that do not meet this revised guidance (where the FHA Project Number was issued on or prior to February 6, 2009) the Lender should provide a notification in the Check Transmittal Letter and Lender Narrative of the mortgage insurance application that provides for the discussion of the appraisal lender modifications.  

Please note that the previous guidance on loan to value and debt service coverage on Section 232/223(f)’s for Skilled Nursing and Independent Living Facilities have not been revised.

·   Underwriting of “Payee Mix” on LEAN Section 232 Loans
A.  If the project being underwritten is an existing project (with no new construction of Skilled Nursing Facility (SNF) beds proposed and/or no substantial rehabilitation of SNF beds whereby the payee mix differs from the project’s payee mix history), the existing MAP Guide language will be applied:

The income estimate should be based on the percentage of Medicaid/Medicare beds shown on the last 3 years of financial statements.   

B.  If the project being underwritten proposes new construction of SNF beds or substantial rehabilitation of SNF beds whereby a payee mix than differs from the project’s  payee mix history, the following three requirements will apply:

1.  The percentage of Medicare beds (of the total SNF beds in the project) used in the underwriting must not exceed 10% or the average percentage demonstrated in the market, defined as the average of no less than 5 competing facilities in the primary and secondary market.

2.  The percentage of Private Pay beds used in the underwriting must not exceed the average percentage demonstrated in the market, defined as the average of no less than 5 competing facilities in the primary and secondary market.

3.  The combined percentage of Medicare and Private Pay beds (of the total SNF beds in the project) underwritten must not exceed 30%.

 
Waivers to the above will be reviewed on a case by case basis.  Waiver requests should be submitted as early in the mortgage insurance application process as possible, however HUD will not officially approve of a waiver prior to the submission of either a Pre-Application or Firm Application for mortgage insurance.  We recommend that waiver requests include the following at a minimum:
 

· A comprehensive discussion of the operator experience with Medicare patients and what factors will be employed by the operator to insure that the business objectives will be successful. 

· Stress tests that clearly demonstrate what impact reduced payee mix levels/percentages would have on the operator’s capability to meet required project lease and/or mortgage payments. 

· The market analyst must interview all area hospitals or referring entities and discuss any issues that would facilitate or hinder their recommendation to refer Medicare patients from hospitals to nursing homes providing specialized services. 

· The Lender should provide information on any legal issues and any additional information that may be required to justify the waiver.
· Revised Project Capital Needs Assessment (PCNA) Guidelines for Section 223(a)(7) Projects 

We have revised the guidelines we presented at the December conference in Seattle.  Please see the below revised guidance:

A PCNA complying with the 223f LEAN Guidelines is required on any 223(a)(7) where either of the following is the case at the time of the Section 223(a)(7) application is submitted to HUD):

1.  A term extension is being requested.  HUD will consider waivers on a case by case basis where justified. The lender should request the waiver in the mortgage insurance application cover letter and in the Lender narrative.

2.  At least 10 years of the existing FHA Insured loan’s amortization period have passed and a PCNA has not been submitted to HUD in the previous 10 years.

If a PCNA is submitted with the Section 223a7 application, the Regulatory Agreement on the new Section 223(a)(7) loan will contain a requirement that a new PCNA will not be required until 10 years after the date of closing of the 223(a)(7) mortgage insurance application.  Moreover, the lender will not be required to inspect the property.

If a PCNA is not submitted with the Section 223a7 application, the Regulatory Agreement on the new Section 223(a)(7) loan will contain a requirement that a new PCNA will be required at the earlier of: 10 years after the previous PCNA was submitted to HUD or 10 years after the existing FHA Insured loan’s amortization period have passed.   Moreover, the lender will be required to inspect the property.

If repairs are proposed in conjunction with the Section 223(a)(7) application and a PCNA is not required, a cost certification (HUD-2205A) will be required to support the actual cost of the repairs.  Only Line 2 and the attached Schedule A need to be completed. 

· LEAN 232 Pipeline as of February 6th, 2009

   FHA # Requests – Purchase/Refinance – 195

   FHA # Requests – New Construction – 19

   Applications In – Purchase/Refinance – 34 

   Applications In – New Construction – 5

· Posting of Documents to FHA.GOV

Please note that we will be posting many documents to FHA.GOV over the next few days dealing with new construction, substantial rehabilitation, Section 241(a) and Section 223(a)(7) projects. 

http://portal.hud.gov/portal/page?_pageid=73,3915250&_dad=portal&_schema=PORTAL
· LEAN Thinking Mailbox 
We have been 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
HUD’s LEAN 232 Program
Office of Insured Health Care Facilities (OIHCF)
 

Update as of January 9th, 2009

 

· Questions on the LEAN Process?
We encourage use of the LeanThinking Mailbox!  Please send any questions regarding the LEAN 232 Programs to LeanThinking@hud.gov
 

 

· What an exciting first seven months we have had under HUD’s LEAN 232 Program!  We look forward to many more successes in 2009 under the LEAN 232 Program!   To date, our Team has:

   Completed Lender Training for the LEAN 232 New Products and Programs including New Construction, Sub-Rehab, 232A7, and 241a Supplemental Loans.  This is the second Lender Training provided in coordination with the Western Lenders Conference on the LEAN Program this last seven months.  Please note that we are working on providing responses to all the questions posted at the December training (many of which involved policy issues) – such responses will be posted on FHA.GOV under FAQ’s. 

 
   Closed two (2) projects under the LEAN 232/223f Program.

   Currently processing over 26 deals under the LEAN 232/223f  Program, with more expected every week.

   Received over 162 requests for FHA numbers for projects interested in submitting applications under the LEAN 232/223f Program.

   Completed training for a portion of new HUD staff who have joined the LEAN Team. Unfortunately  we were unable to train all new HUD LEAN staff at this recent training due to budget constraints. Several new Development staff were trained  and have already joined the LEAN Field team and are currently  processing a LEAN application.  We plan additional HUD staff training in the future.

   Currently beta testing  LEAN 232 New Construction Projects.  Two have completed the pre-app process and have been approved to submit firm applications.

· Revised FHA.GOV Website:
The revised FHA.GOV website is now operational.  Check out the below URL, which didn’t change:
 

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

As of the writing of this email, all original Section 223(f) documents, along with the New Construction Pre-Application documents, the Accounts Receivable documents, and all  Powerpoint presentations from the December training have been uploaded to the Website.  The next documents to be uploaded will be the lender New Construction Firm Application documents along with the revised Section 223(f) documents.  We also plan to upload the lender Substantial Rehabilitation, Section 241a, and Section 223(a)(7) documents very shortly.  
 

· 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
· Interested in getting updates on the LEAN 232 Program?
Join our email list by sending your con
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232

		Section 232 Activity		Week ending 8/21/09		Cumulative to date in FY09

		Applications Received

		Refinancings 223(f)		5		159

		New Const Pre-App		4		43

		223 (A7)		2		10

		223 (D)2				1

		New Const-Firm		1		6

		TOTAL		12		219

		Mkt Acceptance Ltrs Issued

		New Construction				23

		TOTAL		0		23

		Commitments Issued

		Refinancings 223(f)				102

		New Construction				3

		223 (D)2				1

		223 (A7)				3

		TOTAL		0		109

		Closings

		Refinancings 223(f)		2		66

		New Construction				2

		223 (D)2				1

		223 (A7)				3

		TOTAL		2		72

		Applications currently in underwriting review:				50

		Applications in queue (not yet assigned):				70
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232

		Section 232 Activity		Week ending 8/07/09		Cumulative to date in FY09

		Applications Received

		Refinancings 223(f)		7		150

		New Const Pre-App		8		38

		223 (A7)		1		8

		223 (D)2				1

		New Const-Firm		1		5

		TOTAL		17		202

		Market Acceptance Letters

		New Construction				21

		TOTAL		0		21

		Commitments Issued

		Refinancings 223(f)				102

		New Construction				3

		223 (D)2				1

		223 (A7)				3

		TOTAL		0		109

		Closings

		Refinancings 223(f)				64

		New Construction		1		2

		223 (D)2				1

		223 (A7)				3

		TOTAL		1		70

		Applications currently in underwriting review:				47

		Applications in queue (not yet assigned):				63
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232

		Section 232 Activity		Week ending 9/05/09		Cumulative to date in FY09

		Applications Received

		Refinancings 223(f)		2		162

		New Const Pre-App		1		48

		223 (A7)				10

		223 (D)2				1

		New Const-Firm				6

		TOTAL		3		227

		Mkt Acceptance Ltrs Issued

		New Construction		2		25

		TOTAL		2		25

		Commitments Issued

		Refinancings 223(f)		1		103

		New Construction		1		4

		223 (D)2				1

		223 (A7)				3

		TOTAL		2		111

		Closings

		Refinancings 223(f)		3		69

		New Construction				2

		223 (D)2				1

		223 (A7)				3

		TOTAL		3		75

		Applications currently in underwriting review:				66

		Applications in queue (not yet assigned):				54
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