


Refinance of a Section 202 with Section 223(f)


Firm Application Exhibits for TAP applications





Follow the application requirements in Appendix 4C of the MAP Guide with the following exceptions:





#16:  (Plans and specs):  Only required on extensive improvements – contact HUD if there are any questions





#17:  (Cert of Occupancy) Not required.





#18:  (Property Insurance Schedule):  Not required – Our office will produce this exhibit





#19:   (Appraisal) Not required.





#21:   (Last arms length transaction) Not required





#23:   (Phase I environmental assessment) A full Phase 1 environmental assessment is not required. The Owner should complete the attached Owner’s Certification of Environmental Issues on Section 202 Refinances. The Lender is required to obtain a SHPO letter for the project.





#25:  (Evidence of zoning):  Required for closing





#27:  (Photographs):  Not required.





#31:  (Environmental report) Not required.





#40-#44:  (Mgmt documents) Not required unless changing managing agents





Please note the following: 





++	The Owner / Lender should complete and include the attached component list to estimate the future component replacement needs (excel worksheet).





++	Include a summary of Meals Service in the Underwriter’s Narrative (see HUD Housing Notice 04-21, III, F.). Indicate whether meals are served at the project, and if so (a) whether they were provided before September 30, 1991 and (b) whether the meals service is self-sustaining. Income and expenses from meal service are not included in the underwriting of the refinancing. 


�++  You must follow the submission requirements of Notice 02-16 regarding HUD approval for the prepayment of the existing loan.





++ Bids for Non-Critical repairs items are required prior to loan endorsement, unless another arrangement is made with our office (e.g. only minimal / minor repairs are required).





++ All Critical repair items (identified in PCNA or required by HUD) must be approved and completed prior to endorsement.











Use of Replacement Reserves to 


Fund Third Party Lender Reports





We have had a number of requests for the use of replacement reserve funds for Section 202 projects to fund third party Lender reports for the refinance of these projects using the Section 223(f) Program.  Please find below instructions, conditions, and an application form for your use in handling these requests.





The following instructions are applicable within the FHA insurance provisions of Notice 2002-16, Revised Prepayment of Direct Loans on Section 202 and 202/8 Projects with Inclusion of FHA Mortgage Insurance Guidelines.  It is expected that Housing staff will carefully review the entire replacement reserve needs analysis and satisfy themselves that the estimates are reasonable.  





In most cases the 202 owner will have a Comprehensive Needs Assessment (CNA) that has been updated from time to time.  One way to judge the reasonableness of the owner's reserves estimate is to review recent reserve activity and CNA estimates as they relate to the replacement reserve analysis submitted with this request.





Replacement Reserve funds may be withdrawn only by the Owner, and only to pay for appraisal, PCNA, or other third party Lender reports directly applicable to the Section 202 project being refinanced.


Withdrawal may not exceed $20,000 per project or actual cost whichever is lower.


The Owner must provide a current 10-year Replacement Reserve schedule.


The requested withdrawal must not lower the end-of-year Replacement Reserve Account balance below $500 per dwelling unit at any time over the 10-year period.


Only the Owner may withdraw funds from the Replacement Reserve for third party Lender reports.   The Owner may not withdraw funds from the Replacement Reserve to pay for pre-development costs.





These procedures are available only to Section 202 projects to be refinanced pursuant to Section 223(f), and not to refinancings under other Sections of the National Housing Act or conventionally refinanced projects.
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