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FHA Made Easy

By David Ross, Senior Director, Tremont Realty Capital

The Federal Housing Administration
(FHA) is a branch of the U.S. Depart-
ment of Housing and Urban Develop-
ment (HUD) which works through a
select number of approved mortgage
lending institutions to provide Federal
mortgage and loan insurance for hous-
ing and health care facilities. One of
HUD’s goals is to increase access to af-
fordable housing and healthcare facili-
ties free from discrimination. This goal
is exercised through certain designated
local lending institutions by insuring
Federal loans and mortgages for a
plethora of multifamily and healthcare
projects. Alchough the FHA loan pro-
cess can sometimes be lengthy, there are
many rewards to reap. Working with a
direct FHA lender makes accessing these
programs easy and will help to expedite
the process and allow borrowers to fo-
cus on their projects.

FHA loans can be used for new con-
struction, sub rehabilitation, and acqui-
sitions or refinancing on many marker
rate multifamily projects, including
apartment complexes, manufactured
housing communities and many types
of healthcare facilidies, such as assisted

living, skilled nursing facilities, psychi-
arric facilities and other special use fa-
cilities.

FHA loans provide borrowers with
higher leverage capabilities and, in many
cases, offer non-recourse loans with high
loan-to-value and low debt service cov-
erage ratios. FHA loans are self-amor-
tizing over 35-40 years and are fully as-
sumable with rates currently in the 5%
range.

Mutri-Famiry

Some of the specific products offered
allow for 100% of all transacrion costs
for refinancing or acquisition of exist-
ing multifamily projects. The low rates
make it appealing for borrowers to cash
out, cspcciaﬂy for owners with existing
low leverage. These loans are fully as-
sumable, non-recourse and have terms
up to 35 years. Loan-to-value in this
case can be as high as 85% with a debt
service coverage ratio as low as 1.17x and
rates in the mid 5% range.

Construction or substantial rehabili-
tation project loans can be structured up
to 90% loan-to-value and a minimum
1.11x debr service coverage ratio. The

construction loans, similar to the refi-
nance and acquisition loans, are fully as-
sumable and non-recourse but allow for
a 40-year self-amortizing schedule.

HEALTHCARE

The healthcare sector,
like the muld-family sec-
tor, has some differences
between new construc-
tion and existing prop-
erties. Loans for
healthcare products are
non-recourse. New con-
struction products are
self-amortizing for 40
yﬁars thrcas TCﬁﬂSﬂCC
or acquisition deals are
self-amortizing for 35
years. Construction products allow for
up to 90% loan-to-value while existing
projects can obrain 85%.

CONCLUSION

FHA programs offer some exciting
alternatives to conventional financing,
providing generous loan terms and, po-
tentially, greater returns for the devel-
oper/borrower. The key for the devel-
oper/real estate investor is to access the

right professionals to guide you through
the FHA process, thereby allowing you
to focus more of your time and energy
on the real estate investment and not on
the financing process.

Tremont Realty Capital is a
national direct lender and
morigage-banking firm head-
quartered in Boston, with of-
Sfices in Annapolis, Hartford,
New York, Chicago, Scortsdale
and McLean. Through its prin-
cipal and advisory operations,
the firm engages primarily in
debr and equity placement, di-
rect investment and transaction
advisory services. Tremont Re-
alty Capital has been desig-
nated a correspondent for sev-
eral banks and Wall Street firms. Tremont Re-
alty Capital enjoys extraordinary access to a
wide array of lenders and investors in real es-
tate, including Banks, Life Companies, Op-
portunity Funds, Pension Funds, Private In-
vestors and Endowments. The Boston office of
Tremont Realty Capital is located at The Pru-
dential Center, 800 Boylston Street, Suite 401,
Boston, Massachusetss, 02199. The phone
number is 617-867-0700, and the fax num-
ber is 617-867-0077. You can visit Tremont

on the Internet at wiww, tremonted pital com



