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 1 
Public reporting burden for this collection of information is estimated to average 15 hour(s).  This includes the time for collecting, 2 
reviewing, and reporting the data.  The information is being collected to obtain the supportive documentation which must be 3 
submitted to HUD for approval, and is necessary to ensure that viable projects are developed and maintained.  The Department will 4 
use this information to determine if properties meet HUD requirements with respect to development, operation and/or asset 5 
management, as well as ensuring the continued marketability of the properties.  This agency may not collect this information, and 6 
you are not required to complete this form, unless it displays a currently valid OMB control number.  7 
 8 
Warning: Any person who knowingly presents a false, fictitious, or fraudulent statement or claim in a matter within the jurisdiction of 9 
the U.S. Department of Housing and Urban Development is subject to criminal penalties, civil liability, and administrative sanctions.   10 
 11 
Privacy Act Notice: The Department of Housing and Urban Development, Federal Housing Administration, is authorized to collect 12 
the information requested in this form by virtue of: The National Housing Act, 12 USC 1701 et seq. and the regulations at 24 CFR 13 
5.212 and 24 CFR 200.6; and the Housing and Community Development Act of 1987, 42 USC 3543(a).  The information requested 14 
is mandatory to receive the mortgage insurance benefits to be derived from the National Housing Act Section 232 Healthcare 15 
Facility Insurance Program.  No confidentiality is assured. 16 
 17 

 18 
INSTRUCTIONS:  19 

The narrative is a document critical to the Lean Underwriting process.  Each section of the 20 

narrative and all questions need to be completed and answered.  If the lender’s underwriter 21 

disagrees and modifies any third-party report conclusions, provide sufficient detail to justify.  22 

The narrative should identify the strengths and weaknesses of the transactions and demonstrate 23 

how the weaknesses are mitigated by the underwriting. 24 

 25 

 Charts:  The charts contained in this document have been created with versatility in mind; 26 

however they will not be able to accommodate all situations.  For this reason, you are 27 

allowed to alter the charts as the situation demands.  Be sure to state how you have altered 28 

the charts along with your justification.  Include all the information the form calls for.  Charts 29 

that include blue text indicate names that should be modified by the lender as the situation 30 

dictates. 31 

 32 

 Applicability:  If a section is not applicable, state so in that section and provide a reason.  Do 33 

not delete a section heading that is not applicable.  The narrative will be checked to make 34 

certain all sections are provided.  If a major section is not applicable, add “– Not Applicable” 35 

to the heading and provide the reason.  For instance: 36 

 37 

Parent of the Operator – Not Applicable 38 

This section is not applicable because there is no operator. 39 

 40 

The rest of the subsections under the inapplicable section can then be deleted.  This 41 

instruction page may also be deleted. 42 

 43 

 Format: In addition to submitting the PDF version of the Lender Narrative to HUD, please 44 

also submit an electronic Word version. 45 

 46 
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Instead of pasting large portions of text from third-party reports into the narrative, it is preferred 47 

that the lender simply reference the page number and the report.  The focus of this document is 48 

for lender conclusions, analyses, and summaries. 49 

 50 

Italicized text found between these characters <<EXAMPLE>> is instructional in nature, and 51 

may be deleted from the lender’s final version.  Please use the gray shaded areas (e.g.     ) for 52 

your response.  Double click on a check box and then change the default value to mark selection 53 

(e.g. ). 54 

 55 
  56 
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Executive Summary 115 

 116 

FHA number:       

Project name:       

Project location: 

<<street address, city, county, state and zip>><<street address, 

city, county, and state>> 

Lender’s name:       

Lender’s UW:       UW trainee:       

Borrower:       

Operator:       

Parent of operator:       

Management agent:       

General contractor:       

License holder:  Borrower  Operator  Management agent 

Section 38 of the Regulatory 

Agreement shall apply to the 

following individuals and/or 

entities (list name(s)): 

      

 117 
Purpose of loan:  Supplemental financing to reimburse mortgagor and its principals for operating losses. 

 Essential element of a workout strategy designed to avert a HUD claim. 
 118 
   Licensed  Operating  Licensed Operating  

Type of 

facility: 

 

 
Skilled Nursing (SNF):       

 

      beds       

 

      units 

  Assisted Living (AL):             beds             units 

  Memory Care (AL):             beds             units 

  Board & Care (B&C):             beds             units 

  Independent Living (IL):             beds             units 

  Total:             beds             units 
 119 

Current insured loan(s):  Proposed 223(d) supplemental loan terms 

Original Section of the Act:       Date facility built:       

FHA number:       FHA number:       

Original loan amount:       Proposed loan amount:       

Current interest rate:       Proposed interest rate:       

Maturity date:       Proposed maturity date:       

Original terms (in months):       Proposed term (in months):*       

Principal & interest (monthly):       Principal & interest (monthly):       

MIP (monthly):       MIP (monthly):       

Total P+I+MIP (monthly):       Total P+I+MIP (monthly):       

Debt service coverage:         

Principal balance:       *Mortgage term is the projected remaining term of the 

existing insured mortgage.  The loan terms must be 

coterminous. 
 As of:       

Replacement reserve balance:       
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 As of:         

  TOTAL INSURED 

MORTGAGES:       

  Total combined debt service 

coverage: 

      

 

  

Third-party reports provided: 120 

 Operating Loss Audit Conclusion is:  Accepted as is.  Modified by underwriter. 

 

Sensitivity Analysis 121 

<<For example: 122 

 123 

 124 
 125 

The sensitivity analysis above demonstrates that the underwriting essentially represents the 126 

lowest potential net operating income necessary to support the programmatic debt service 127 

coverages.  It is, however, worthy of note that the underwritten NOI of $XX is very conservative 128 

when compared to the last XX months annualized, $XX, which reflects current rents, and the 129 

borrower’s budgeted NOI of $XX that is supported by the last XX months of data.  Additionally, 130 

the underwritten NOI is only slightly higher than the trailing 12-month NOI of $XX. 131 

 132 

Given the nature of this supplemental loan, the underwriter has taken a conservative approach 133 

to occupancy, income, and expenses when warranted in an attempt to build in additional 134 

safeguard for this transaction given the relatively short time that the facility has been 135 

stabilized.>>        136 

<<Provide a Sensitivity Analysis and identify sensitivities that exist.  For example, the analysis 137 

shall provide the following: >>  138 

 139 

If everything else under consideration remains the same (ceteris paribus), then: 140 

 141 

(a) The average rental rate can drop by $      per month and still provide 1.0 debt cover. 142 

(b) Occupancy rate could decrease by      % and still provide a 1.0 debt cover. 143 

(c) Operating expenses could increase      % per year and still provide a 1.0 debt cover. 144 

(d) The NOI could drop by $      (     %) and still provide a 1.0 debt cover. 145 

(e) Medicaid Rate could decrease by $      (     %) and still provide a 1.0 debt cover. 146 

(f) Medicaid Census could decrease by      % and still provide a 1.0 debt cover.  147 

1.000             1.111      

Occupancy: % 90.38% 92.75%

NOI decrease: % 10.9% 1.0%

pud 4.27$             0.41$      

Expense increase: % 3.8% 0.4%

pud 4.27$             0.41$      

Gross Income decrease: % 2.81% 0.27%

pud 4.59$             0.44$      

Sensitivity Analysis
Debt Service Coverage
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 148 

Explanation of Operating Loss 149 

 150 

Key Information 151 
Cost certification cut-off (month/year):       

Sustained stabilization reached (month/year):       

Operating deficit escrow at initial closing:       

Working capital escrow at initial closing:       

24-month operating loss for this loan:       

Operating loss for entire lease-up:       

 152 

<<Provide narrative explanation of loss, how borrower performed during loss, and how the 153 

project has stabilized.>>        154 

Lender Loan Committee 155 

 156 
Date of loan committee:        

Loan committee process:       

Loan committee conditions:       
 157 
<<Provide brief narrative summary of loan committee, including: information provided; any 158 

pertinent requirements/conditions of the loan committee to gain the committee’s 159 

recommendation.>>        160 

 161 

Program Eligibility 162 

 163 

Check all applicable qualifiers to confirm eligibility: 164 

 165 

 Existing loan is currently HUD-insured and is not HUD-held. 

 Existing loan is 232 New Construction, Substantial Rehabilitation, or Blended Rate 

 Two years have elapsed since the date of the final trip report. 

 All funds in the original operating deficit escrow have been disbursed. 

 All cost certification requirements have been satisfied. 

 Final endorsement has occurred. 

 Loss period does not exceed two years. 

 An allowable loss has been experienced and is evidenced by audited financials. 

 Sustaining occupancy has been attained or may be projected in approved workout strategy. 

 The mortgagee-of-record for the current HUD-insured loan has assented, in writing, to this 

supplemental loan. 

 The competence and responsibility of the operator and/or management agent has been 

established to the satisfaction of the lender. 

 Current borrower entity owned project during loss period. 
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For Section 223(d)(2): 

 Loss occurred within the first 24 months of the cost cut-off date. 

 Submission of this application is within 3 years of the end of the loss period. 

For Section 223(d)(3): 

 Submission of this application is within 3 years of the end of the loss period. 

 Loss occurred within a 24 consecutive month period. 

 Loss period is within first 10-years of cost cut-off date. 

 Submission of this application is within 10 years of the end of the loss period. 

 The project does not receive Section 8 rental assistance payments. 

 166 

Waivers 167 

 168 

<<Identify and discuss any waivers received or requested.>>        169 

 170 

Special Underwriting Considerations 171 

 172 

Key Questions 173 
 Yes  No 

1. Was an underwriter trainee involved in underwriting this transaction?  . ........    

2. Is a mortgage broker involved in this transaction?   .........................................    

3. Is accounts receivable financing involved with this transaction?   ...................    

4. Are there any surplus cash notes or other obligations of the mortgagor other 

than the HUD-insured mortgage?   ...................................................................    

5. Are there any professional liability insurance issues that require special 

consideration?   .................................................................................................    

6. Are there any special escrows or reserves proposed for this transaction?   ......    

7. Other than the aforementioned questions, waivers, and program eligibility 

requirements, Aare there any other issues that require special or atypical 

underwriting consideration?   ............................................................................    

 174 

<<For each “yes” answer above, provide a narrative discussion regarding the topic, describing 175 

the risk and how it is mitigated.>>        176 

 177 

Risk Factors 178 

 179 

Key Questions 180 
 Yes  No 

1. Is the borrower entity behind on its mortgage payments?  . .............................    

2. Has the borrower, the operator, or any of their affiliate’s renamed or    
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 Yes  No 

reformulated companies, filed for or emerged from bankruptcy within the 

last five (5) years?   ........................................................................................... 

3. Is this a “special use facility”—one that serves a “niche” type of market 

(e.g., psychiatric facilities;  drug, alcohol, or eating disorder recovery 

facilities; hospice facilities; or short-term rehabilitation facilities?      

4. Is this an Intermediate Care Facility (ICF), Institution for Mental Diseases 

(IMD), or any other type of facility that caters to a significant population 

with mental illness (MI), developmental disabilities (DD) or individuals 

with intellectual disabilities (IID)?       

5. Is the project in a state with an Olmstead Plan, pending Olmstead cases, 

Olmstead settlement agreements, or is the project’s state an active Money 

Follows the Person grantee, a Balancing Incentives Program grantee, active 

in initiatives to “right-size” nursing facilities or otherwise working to 

“rebalance” long-term supports and services toward home and community-

based settings?  (Note:  The narrative discussion to a “yes” answer to this 

question should include a discussion of any of the state’s efforts above that 

might have an  impact on  the subject facility and what efforts the owner 

and/or operator will take to respond to these impacts.  If speaking to the 

Money Follows the Person program, be sure to reference the grantee state’s 

strategy for moving the following populations: the elderly from skilled 

nursing facilities, individuals with intellectual or developmental disabilities 

(ID/DD) from ICFs, the physically disabled, non-elderly from skilled 

nursing facilities or the mentally ill from psychiatric facilities or other 

facilities, as appropriate).     

6. Does the project rely on Medicaid Waivers or State Plan Options for a 

significant portion of its resident population, MI/DD residents, or for 

residents in the assisted living portion of a combined SNF/ALF Facility?  

(Note: The narrative discussion to a “yes” answer to this question should 

include a discussion of the State’s progress in implementing the HCBS 

Settings Rule.  The discussion might include references to the Statewide 

Transition Plan, CMS responses to or approval of the Plan, State Regulatory 

language, State Medicaid Agency input or a discussion of the facility’s 

compliance with the HCBS Settings requirements.  If it appears that the 

facility will not, or will not be able, to comply with the Rule, the Lender 

should provide a Sensitivity Analysis showing the project’s ability to 

operate without these residents.)     

 181 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        182 

 183 

Other Risk Factors Identified by Lender 184 
Additionally, the lender has identified the following risk factors: 185 

 186 

<<Provide discussion on other risk factors identified by the lender and how they are 187 

mitigated.>>        188 

 189 
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Strengths 190 

<<Provide discussion of the strengths of the transaction.>>        191 

 192 

Underwriting Team 193 

 194 

Lender 195 

Name:       

Underwriter:       

Underwriter trainee:       

Lender #:       

  

Site inspection date:       

Inspecting underwriter:       

 196 

Lender’s Underwriter 197 
<<Brief description of qualifications.  The inspecting underwriter must be underwriter of record 198 

that is assigned to the project. >>        199 

 200 

Underwriter Trainee (if applicable) 201 

<<Brief description of qualifications.>>        202 

 203 

Inspecting Underwriter (if applicable) 204 

<<Brief description of qualifications.  The Lean-approved Section 232 Underwriter of record, 205 

employed by the lender, must visit the site AND sign this narrative.>>        206 

 207 
 208 
 209 

Auditor 210 

CPA:       

Firm:       

 211 

Identities-of-Interest 212 

 213 

Key Questions 214 
 Yes  No 

1. Have you, as the lender, identified any identities of interest on your 

certification?  . ..................................................................................................    

2. Does the borrower’s certification indicate any identities of interest?  .............    
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 Yes  No 

3. Are there any identity-of-interest issues involving the underwriting lender, 

the existing lender or note holders, or the mortgage broker?   .........................    

4. Does the lender know, or have any reason to believe, that any of the 

assertions in the other Consolidated Certifications submitted herewith, are 

inaccurate or incomplete?   ...............................................................................    

 215 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        216 

 217 

ALTA/ACSM Land Title Survey 218 

 219 

Date:       

Firm:       

 220 

Key Questions 221 
 Yes  No 

1. Are there any differences between the legal description on the survey and 

legal description included in the pro forma title policy, and Exhibit A of the 

Firm Commitment?      

2. Are there any revisions or modification required to the survey prior to 

closing?     

3. Does the survey indicate any boundary encroachments?      

4. Does the survey evidence any buildings encroaching on utility or other 

easements or rights-of-way?      

5. Are there any unusual circumstances or items that require special attention 

or conditions?      

6. Is or has the legal description changed from the previously approved legal 

description?    

 222 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 223 

and how it will be mitigated and the effect on value or the marketability of the project.  For 224 

example, “Encroachments: The survey indicates an encroachment of the adjoining property 225 

fence on the easterly portion of the property.  An encroachment endorsement will be received at 226 

closing.  There is no impact on the value or marketability of the project.>>        227 

 228 
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Title 229 

Title Search 230 

Date of search:       

Firm:       

File number:       

 231 

Key Questions 232 
 Yes  No 

1. Is the title currently vested in an entity or individual other than the proposed 

borrower?     

2. Does the report indicate that delinquent real estate taxes are owed?      

3. Does the report indicate any outstanding special assessments?     

4. Does the report identify any outstanding debt that is not disclosed on the 

borrower’s listing of outstanding obligations?     

5. Are there or will there be any Use and Maintenance Agreements associated 

with this facility?     

 233 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 234 

and how it will be mitigated.>>        235 

 236 

Pro-forma Policy 237 

Date/Time:       

Firm:       

Policy Number:       

 238 

Key Questions 239 
 Yes  No 

1. Is the title vested in an entity or individual other than the proposed 

borrower?      

2. Are there any covenants, , encumbrances, liens, restrictions, or other 

exceptions indicated on Schedule B-1?     

a. Are there any use or affordability restrictions remaining in effect 

on the property?      

3. Are there any use or affordability restrictions remaining in effect on the 

property?      

4. Are there any easements or rights-of-way listed that are not indicated on the 

survey?      

5. Are there any endorsements included aside from the standard HUD-required 

endorsements?      
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 Yes  No 

6. Are there any subordination agreements, encroachments or similar issues 

that require HUD’s approval?      

7. Are there any other matters requiring special consideration, agreements, or 

conditions that require HUD’s attention?      

8. Are there any easements, rights-of-way, encroachments, etc., identified on 

Schedules B-1 and B-2 that, in the lenders opinion, affect value or the 

marketability of the project?      

 240 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  For 241 

example, “Additional Endorsements: As described in the Risk Factors section of the narrative, 242 

the XXXX does not conform to the past or current zoning requirements.  The lender 243 

recommends…>>        244 

 245 

 246 
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Historical Operations 247 

Occupancy History 248 

A summary of the subject’s occupancy is provided below.  249 

 250 
(Double click inside the Excel tTables to add information. You may delete rows for care types that do not apply.) 251 

Historical Occupancy Year ending 

xx/xx/xx

Year ending 

xx/xx/xx

Year ending 

xx/xx/xx

T-12 (specify 

dates)

Potential Resident Days 0 0 0 0

Actual Resident Days 0 0 0 0

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0!

 252 

 253 

CARE TYPE
Historical 

Occupancy

Year ending 

xx/xx/xx

Year ending 

xx/xx/xx

Year ending 

xx/xx/xx
T-12 specify 

dates

Appraisal 

(Market)

Lender (for 

DSCR)

Potential Days

Actual Days

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

 Potential Days

Actual Days

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Potential Days

Actual Days

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Potential Days

Actual Days

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Potential Days

Actual Days

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Skilled 

Nursing

Assisted 

Living /Board 

& Care

Memory Care

Independent 

Living

Other

254 

 255 

 256 

<<Provide a brief narrative discussion the occupancy of conclusions.  Address any significant 257 

shifts in occupancy. >>       258 

 259 

Census Mix History 260 

<< The following two tables are not required for projects with one type of Payor, such as an 261 

ALF with 100% private pay.  Those may be described in the narrative.  You may modify the 262 

following table as necessary to accommodate your project mix and the number of comps.  The 263 
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percentages should be based on people not dollars.>>        264 

 265 

 266 

 Census Mix – Subject History 267 
 (% of beds) 268 

(Double click inside the Excel Tables to add information) 269 

Source

Year 

ending 

xx/xx/xx

Year 

ending 

xx/xx/xx

Year 

ending 

xx/xx/xx

T-12 

specify 

dates Appraisal UW

Private-pay 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Medicaid 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Medicare 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

e.g. V.A. 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

e.g. HMO (Insurance) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

e.g. Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%  270 

 271 

Title 272 

Title Search 273 

Date of search:       

Firm:       

File number:       

 274 

Key Questions 275 
 Yes  No 

1. Is the title currently vested in an entity or individual other than the proposed 

borrower?  . .......................................................................................................    

2. Does the report indicate that delinquent real estate taxes are owed?   ..............    

3. Does the report indicate any outstanding special assessments?   ......................    

4. Does the report identify any outstanding debt that is not disclosed on the 

borrower’s listing of outstanding obligations?   ...............................................    

5. Are there or will there be any Use and Maintenance Agreements associated 

with this facility?  .............................................................................................    

 276 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 277 

and how it will be mitigated.>>        278 

 279 
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Pro-forma Policy 280 

Date/time:       

Firm:       

Policy number:       

 281 

Key Questions 282 
 Yes  No 

1. Is the title vested in an entity or individual other than the proposed 

borrower?  . .......................................................................................................    

2. Are there any covenants, encumbrances, liens, restrictions, or other 

exceptions indicated on Schedule B-1?  . .........................................................    

3. Are there any use or affordability restrictions remaining in effect on the 

property?   .........................................................................................................    

4. Are there any easements or rights-of-way listed that are not indicated on the 

survey?   ............................................................................................................    

5. Are there any endorsements included aside from the standard HUD-required 

endorsements?   .................................................................................................    

6. Are there any subordination agreements, encroachments or similar issues 

that require HUD’s approval?   .........................................................................    

7. Are there any other matters requiring special consideration, agreements, or 

conditions that require HUD’s attention?   .......................................................    

8. Does the legal description on the pro forma policy differ from the legal 

description on the survey or Firm Commitment Exhibit A?  ...........................    

 283 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  For 284 

example, “Additional Endorsements: As described in the Risk Factors section of the narrative, 285 

the XXXX does not conform to the past or current zoning requirements.  The lender 286 

recommends…>>        287 

 288 

ALTA/ACSM Land Title Survey 289 

 290 

Key Questions 291 
 Yes  No 

1. Does the pro forma title policy include a survey exception?   ..........................    

2. Have there been any material changes in the legal description of the property 

since the date of the last survey accepted by HUD (e.g., due to a partial 

release, the addition of property or both)?   ......................................................    

3. Have any new easements affecting the property been granted or accepted 

since the date of the last survey accepted by HUD (other than blanket 

easements)?   .....................................................................................................    
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 Yes  No 

4. Have any additional improvements (including driveways and parking areas) 

been constructed on the property since the date of the existing survey?  If 

HUD approval was not obtained, please address below.   ................................    

Rent Schedule  292 

The rent schedule is currently as follows: 293 

 294 
<<Insert a summary chart of the rent schedule here that shows rents, number of units, and 295 

room/service types.>>       296 

 297 
<<Discuss the subject Rent Schedule.  For skilled nursing and other facilities, a daily rate may 298 

be more appropriate than a monthly conclusion.  For continuum of care facilities (e.g., skilled 299 

and assisted living), it may be appropriate to provide a separate schedule for each care type.>> 300 

      301 

 302 

Historical Revenue Summary 303 

<<Please adapt the chart to show the income sources specific to your facility. Bad debt can 304 

either included in the table below or dealt with as an expense. >>        305 

 306 
History by Revenue Source 307 
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(Double click inside the Excel Tables to add information) 308 

Period   

Income Source
Total $ # of Days Per Day Total $ # of Days Per Day Total $ # of Days Per Day

SN-Private-pay #DIV/0! #DIV/0! #DIV/0!

SN-Medicaid #DIV/0! #DIV/0! #DIV/0!

SN-Medicare (Part A) #DIV/0! #DIV/0! #DIV/0!

SN-HMO/Ins/Medicare (Part C) #DIV/0! #DIV/0! #DIV/0!

SN-Veterans Admin (VA) #DIV/0! #DIV/0! #DIV/0!

SN-Other Payors #DIV/0! #DIV/0! #DIV/0!

AL/B&C-Private-pay #DIV/0! #DIV/0! #DIV/0!

AL/B&C-Medicaid #DIV/0! #DIV/0! #DIV/0!

MC-Private-pay #DIV/0! #DIV/0! #DIV/0!

MC-Medicaid #DIV/0! #DIV/0! #DIV/0!

MC-Other Payors #DIV/0! #DIV/0! #DIV/0!

IL-Private-pay #DIV/0! #DIV/0! #DIV/0!

IL-Other Payors #DIV/0! #DIV/0! #DIV/0!

Residential Revenue Achieved $0 0 #DIV/0! $0 0 #DIV/0! $0 0 #DIV/0!

Medicare Part B

e.g. Therapy

e.g. Level of Care Fees

e.g. Second Occupant Fees

e.g. Commercial Space

e.g. Day Care

Effective Gross Income $0 0 #DIV/0! $0 0 #DIV/0! $0 0 #DIV/0!

Year Ending xx/xx/xx Year Ending xx/xx/xx Year Ending xx/xx/xx

 309 

Period   

Income Source
Total $ # of Days Per Day Total $ # of Days Per Day Total $ # of Days Per Day

SN-Private-pay #DIV/0! #DIV/0! #DIV/0!

SN-Medicaid #DIV/0! #DIV/0! #DIV/0!

SN-Medicare (Part A) #DIV/0! #DIV/0! #DIV/0!

SN-HMO/Ins/Medicare (Part C) #DIV/0! #DIV/0! #DIV/0!

SN-Veterans Admin (VA) #DIV/0! #DIV/0! #DIV/0!

SN-Other Payors #DIV/0! #DIV/0! #DIV/0!

AL/B&C-Private-pay #DIV/0! #DIV/0! #DIV/0!

AL/B&C-Medicaid #DIV/0! #DIV/0! #DIV/0!

MC-Private-pay #DIV/0! #DIV/0! #DIV/0!

MC-Medicaid #DIV/0! #DIV/0! #DIV/0!

MC-Other Payors #DIV/0! #DIV/0! #DIV/0!

IL-Private-pay #DIV/0! #DIV/0! #DIV/0!

IL-Other Payors #DIV/0! #DIV/0! #DIV/0!

Residential Revenue Achieved $0 0 #DIV/0! $0 0 #DIV/0! $0 0 #DIV/0!

Medicare Part B

e.g. Therapy

e.g. Level of Care Fees

e.g. Second Occupant Fees

e.g. Commercial Space

e.g. Day Care

Effective Gross Income $0 0 #DIV/0! $0 0 #DIV/0! $0 0 #DIV/0!

Year Ending xx/xx/xx Appraisal (Market) Lender (for DSCR)

  310 
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e.g. Independent Living #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Assisted Living #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Private Pay #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Ins./Mngd Care Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Medicaid Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Medicare Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. VA #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Therapy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Residential Revenue Achieved $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0!

   Other Income #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Effective Gross Income $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0!
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e.g. Independent Living #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Assisted Living #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Private Pay #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Ins./Mngd Care Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Medicaid Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Medicare Nursing #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. VA #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

e.g. Therapy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Actual Residential Revenue $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0!

   Other Income #DIV/0! 0 #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Effective Gross Income $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0! $0 #DIV/0! 0 #DIV/0!

YTD Annlzd or T-12 (specify dates) Appraisal (Market) Lender (for DSCR)

Actual

Actual Forecast

Year Ending XX/XX/XX Year Ending XX/XX/XX Year Ending XX/XX/XX

311 
 312 

<<In the charts above, the most recent reporting period may be presented as the annualization 313 

of the first months of the year (Annualized YTD), or must be presented as the 12 trailing months 314 

(T-12) of income that overlaps into the prior reporting period.   Please indicate which you are 315 

showing and the months covered by the T-12 or YTD. 316 

 317 

Above you are asked to report the number of resident days, not  or occupied units.  Although 318 

Assisted Living is typically reported on an occupied unit basis, we ask that you convert that 319 

number to resident daysNursing homes should be reported by resident day, the total of which 320 

should be equal to the number of operating beds x 365 x occupancy percentage.  Assisted living 321 

may be reported by occupied unit, the total of which should equal the number of operating units 322 

x 12 x occupancy percentage.  Do not enter potential gross incomes here, but rather effective 323 

gross income, wherein vacancy has already been accounted for.>>        324 

 325 

<<Discuss any departures from historical reimbursements, mix, and trends here.>>        326 
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 327 

<<Provide narrative discussion and support for each other income category as appropriate.  An 328 

equivalent analysis of the information provided above is required.  Additional analysis can be 329 

provided at the lender’s option to support their conclusion, as appropriate.   330 

 331 

Example: Additional Personal Care Fees:  The project bases additional care fees on levels of 332 

care needed as determined by the initial assessment and subsequent assessments as needed.  The 333 

appraiser concludes to a net amount of $X annually.  The underwriter has analyzed the history 334 

to determine the average monthly charge of $X, net of vacancies. Insert historical or comparable 335 

data as appropriate.   336 
 337 
Example: Second Occupant Income:  The appraiser has included a net annual projection of X 338 

second occupants at $X per month.  Over the last 12 months, the facility has averaged X second 339 

occupants per month.  Competitive facilities in the market place report second occupant charges 340 

ranging between $X and $X with a range of X to X second occupants.  Based on the history and 341 

the market, the underwriter concurs with the appraiser’s conclusion for a net annual income of 342 

$X.       343 

 344 

Example: Other Income:  In addition to room rents, additional care, and second occupant 345 

income, the project receives miscellaneous income from X (list miscellaneous). The appraiser 346 

has included a net annual projection of $X.  Historically, typical miscellaneous income is 347 

between X and X percent of effective income.  The appraiser’s conclusion is x.  The underwriter 348 

has concluded to a net $X per annum (calculation shown). >>        349 

 350 

<<Instructions:  Each type of care should have its own subsection below discussing the Payor 351 

source identified in the rent schedule, as demonstrated below.  You may delete the sections 352 

(Skilled Nursing, Assisted Living, and Independent Living) that do not apply to your subject. >> 353 

 354 

Expenses 355 

 356 

The appraiser concludes to total expenses of $      including reserve for replacement of 357 

$     .  The underwriter concludes to total expenses of $      including reserve for 358 

replacement of $     .  An analysis of subject’s history is provided below.  The appraiser also 359 

compared the subject’s expense conclusions to       comparable projects located in      . 360 
 361 
<<Explain how the appraiser’s expenses used for valuing the facility differ from the expenses 362 

used by the lender for the Debt Service Coverage analysis.  Typically, these may differ in the 363 

categories of reserves, management fee, and taxes.  The appraiser’s numbers will represent 364 

market expenses and the lender’s expenses for DSC analysis will represent what will actually be 365 

paid. >        366 

 367 

Historic Comparison 368 
<<The data in the following table must be in totals, not per resident day or per occupied unit.  369 

Cells with grey shading will calculate automatically.  You are given some latitude in defining the 370 

expense categories.  The expense categories in black text are required items.  You have the 371 
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option of presenting the current year’s expense data in an annualized amount orData is to be 372 

presented in the form of trailing 12 months (T-12) of expense.  The lender must include the most 373 

current historical income and expense data available to them, and not the dated information 374 

from the appraisal.>> 375 

 376 
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Expense Analysis –Subject 377 
(Use totals not per patient day/occupied bed) 378 

(Double click inside the Excel Table to add information) 379 
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Expense Categories
Year Ending 

xx/xx/xx

Year Ending 

xx/xx/xx

Year Ending 

xx/xx/xx

T-12 Ending 

xx/xx/xx

Appraisal 

(Market)

Lender's 

DSC

Sub-total $0 $0 $0 $0 $0 $0

Real Estate (Property) Taxes

Management Fees

Replacement Reserves

Total Expenses $0 $0 $0 $0 $0 $0

Expense Percentage #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Normalization Calculations

Deduct Actual Taxes $0 $0 $0 $0

Add Market Rate Taxes $0 $0 $0 $0

Deduct Actual Management Fee $0 $0 $0 $0

Add Market Management Fee @ 0.0% $0 $0 $0 $0

Deduct Actual Reserves for Replacement $0 $0 $0 $0

Add Market Reserves by Appraiser $0 $0 $0 $0

Normalized Expenses $0 $0 $0 $0 $0 $0

Normalized Expense Percentage #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Actual # Res. Days from Occupancy table

Normalized Expense per Res Day #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Effective Gross Income

Net Operating Income $0 $0 $0 $0 $0 $0

Normalized Net Operating Income $0 $0 $0 $0 $0 $0

Other (add lines as needed)

e.g. Maintenance

e.g. Utilities

e.g. Insurance (property & liability)

e.g. Marketing and Promotion

e.g. Ground Rent

e.g. Bad Debt

e.g. Housekeeping  & Laundry

e.g. General & Administrative

e.g. Payroll Taxes and Benefits

e.g. Resident Care

e.g. Food Services

e.g. Activities

380 
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Expense Categories

Year 

Ending 

12/31/09

Year 

Ending 

12/31/10

Year 

Ending 

12/31/2011

T-12 or 

YTD 

(specify 

dates)

Appraisal 

(Market)

Lender's 

(Market)

Lender's 

DSC

e.g. General & Administrative

e.g. Payroll Taxes and Benefits

e.g. Resident Care

e.g. Food Services

e.g. Activities

e.g. Housekeeping  & Laundry

e.g. Maintenance

e.g. Utilities

e.g. Marketing and Promotion

e.g. Insurance (property & liability)

e.g. Bad Debt

Sub-total $0 $0 $0 $0 $0 $0 $0

Real Estate (Property) Taxes

Management Fees

Replacement Reserves

Total Expenses $0 $0 $0 $0 $0 $0 $0

Expense Percentage #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Normalization Calculations

Deduct Actual Taxes $0 $0 $0 $0

Add Market Rate Taxes $0 $0 $0 $0

Deduct Actual Management Fee $0 $0 $0 $0

Add Market Management Fee @ enter % #VALUE! #VALUE! #VALUE! #VALUE!

Deduct Actual Reserves for Replacement $0 $0 $0 $0

Add Market Reserves by Appraiser $0 $0 $0 $0

Normalized Expenses #VALUE! #VALUE! #VALUE! #VALUE!

Normalized Expense Percentage #VALUE! #VALUE! #VALUE! #VALUE!

Normalized Expense per Res Day OR Occ. Unit #VALUE! #VALUE! #VALUE! #VALUE!

Key Data

Year 

Ending 

12/31/09

Year 

Ending 

12/31/10

Year 

Ending 

12/31/2011

T-12 or 

YTD 

(specify 

dates)

Appraisal 

(Market)

Lender's 

(Market)

Lender's 

DSC

Effective Gross Income

Net Operating Income $0 $0 $0 $0 $0 $0 $0

Normalized Net Operating Income #VALUE! #VALUE! #VALUE! #VALUE!

Occupancy #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!

Potential # Res Days (beds x 365) OR Units Annually (units x 12)381 

 382 
 383 

<<Provide narrative discussion of historical information.  Include three full years of data plus 384 

any partial years as available.  For skilled nursing and other facilities, resident days are more 385 

appropriate than units available per year.  For continuum of care facilities (e.g., skilled and 386 
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assisted living), it may be appropriate to provide a separate schedule for each care type. 387 

 388 

Address any significant fluctuations/anomalies in the historical data.  Comment on any expenses 389 

that were reimbursable, such as a provider tax, and how they were incorporated into the 390 

historical table.  391 

 392 

Address adjustments made to historical data for one-time expenditures, capital expenditures, 393 

etc.>>        394 

 395 

<<If you answer “yes” to any of the above questions, a current “as built” survey conforming to 396 

the HUD-91111-ORCF Survey Instructions and Owner’s Certification is required.  Attach HUD-397 

9001b-ORCF, Addendum to Underwriting Narrative –ALTA/ASCM Land Title Survey. 398 

 399 

If you answer “no” to all of the above questions, copies of the most recent signed and certified 400 

“as built” survey accepted by HUD must be provided (need not be an original).  No further 401 

review is needed.  If copies are not available, a current “as built” survey conforming to the 402 

HUD-91111-ORCF Survey Instructions and Borrower’s Certification is required.  Attach HUD-403 

9001b-ORCF, Addendum to Underwriting Narrative –ALTA/ASCM Land Title Survey.>> 404 

 405 

 406 

 407 

 408 

 409 

Income and Expense Analysis 410 

Income 411 

Historical Income Analysis 412 

<<For example: 413 
 Historic Occupancy & Effective Revenue 414 
(per occupied unit day) 415 

 416 

2006 2007 2008 2009* Budget U/W

Resident Days

Private AL 16,870       22,029       27,763       28,383       28,470       27,835       

Other AL 2,981         3,042         1,011         -             -             -             

Second Occupants -             -             3,614         2,926         -             3,285         

Total Resident Days: 19,851       25,071       32,388       31,310       28,470       31,120       

Total Unit Days: 19,851       25,071       28,774       28,383       28,470       27,835       

Occupancy 66.3% 83.8% 95.9% 94.8% 95.1% 93.0%

Revenue

Private AL Rent 103.55$     124.29$     116.22$     130.36$     126.47$     125.25$     

Private AL Rent Adjustment -             -             0.07           -             -             -             

Private AL Services 12.45         -             17.18         23.46         20.00         21.80         

AL Promotions (5.40)          -             (1.13)          (0.36)          (0.42)          -             

AL Tray Service 0.12           -             0.01           0.04           0.01           0.03           

AL Double Occupancy 3.01           -             2.28           1.89           2.11           2.08           

AL Supply Revenue (0.00)          -             0.02           -             0.63           -             

AL Meal Revenue 1.54           -             1.43           1.05           1.52           1.00           

AL Gift Shop -             -             0.64           0.69           -             0.70           

AL Beauty Shop 0.24           -             0.13           0.09           0.17           0.11           

AL Guest Rent 0.04           -             0.66           1.84           0.80           0.43           

AL Other 0.46           1.61           0.51           0.14           0.69           0.15           

AL Other 0.03           -             0.07           -             -             0.18           

Total Revenue: 116.04$     125.90$     138.10$     159.20$     151.99$     151.73$     
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Borrower 417 

Name:       

State of organization:       

Date formed:       

Termination date:       

Fiscal year-end date:       

 418 

Key Questions 419 
 Yes  No 

1. Does the borrower currently own any assets other than the property or 

participate in any other businesses?     

2. Is or has the borrower been delinquent on any federal debt?      

3. Is or has the borrower been a defendant in any suit or legal action?      

4. Has the borrower ever filed for bankruptcy or made compromised 

settlements with creditors?      

5. Are there judgments recorded against the borrower?      

6. Are there any unsatisfied tax liens?     

7. Is the borrower a Real Estate Investment Trust (REIT)?      

8. Is the borrower a non-profit or public entity and are the non-profit mortgage 

criteria utilized in the underwriting? (If yes, the operator must also be a non-profit 

entity.)      

9. Is the single asset borrower entity registered outside the United States and/or 

in a state other than where their corporate office is located?    

10. Does the single asset borrower entity fail to have at least one principal, with 

operational decision-making authority, as a United States Citizen?    

11. Have any principals of the borrower changed or are any such changes 

proposed that have not been approved by HUD?  If yes, attach HUD-9001e-

ORCF, Addendum to Underwriting Narrative – Principal of the Borrower.    

 420 

<<As applicable, for each “yes” answer above, provide a narrative discussion on the topic 421 

describing the risk and how it will be mitigated.>>        422 

 423 

Organization 424 

<<Provide organization chart and narrative, as applicable.  At a minimum, all principals of the 425 

borrower must be identified.>>        426 
* Jan 1 – Feb 28, 2009, annualized 427 

 428 
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Twelve Month Trailing Income Analysis 429 

 430 
12-month Trailing Occupancy 431 

 432 
 433 

 434 
 435 

12-month Trailing Effective Income 436 
(per occupied unit day) 437 

 438 
 439 

 440 
 441 

Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08

Resident Days

Private AL 2,217       2,130       2,180       2,250       2,303       2,446       2,405       

Other AL 165          150          131          120          124          -           -           

Second Occupants 394          392          372          338          310          292          277          

Total Resident Days: 2,776       2,672       2,683       2,708       2,737       2,738       2,682       

Total Unit Days: 2,382       2,280       2,311       2,370       2,427       2,446       2,405       

Occupancy (units) 93.7% 92.7% 90.9% 96.3% 95.5% 96.2% 97.8%

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Total

Resident Days

Private AL 2,494       2,375       2,399       2,434       2,154       27,787     

Other AL -           -           -           -           -           690          

Second Occupants 310          274          279          274          199          3,711       

Total Resident Days: 2,804       2,649       2,678       2,708       2,353       32,188     

Total Unit Days: 2,494       2,375       2,399       2,434       2,154       28,477     

Occupancy (units) 98.1% 96.5% 94.4% 95.8% 93.8% 95.1%

Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08

Revenue

Private AL Rent 112.69$   116.07$   114.09$   117.27$   113.64$   112.27$   117.01$   

Private AL Rent Adjustment -           (0.00)        -           0.49         (0.89)        -           -           

Private AL Services 9.42         22.48       18.73       16.31       19.29       17.99       17.07       

AL Promotions (0.06)        (3.08)        (1.41)        (1.61)        (2.51)        (1.34)        (1.36)        

AL Tray Service 0.01         (0.08)        0.02         0.03         0.03         0.06         0.03         

AL Double Occupancy 2.67         2.64         3.72         (2.26)        2.06         2.22         2.61         

AL Supply Revenue -           -           -           0.11         -           -           -           

AL Meal Revenue 2.03         1.24         1.07         2.08         1.24         2.01         1.56         

AL Gift Shop 0.89         (0.38)        1.33         0.47         0.57         0.74         0.60         

AL Beauty Shop 0.08         0.35         0.18         0.17         0.08         0.08         0.17         

AL Guest Rent -           -           3.27         0.31         2.74         0.11         0.36         

AL Other 0.54         1.66         0.23         2.83         0.11         0.18         0.10         

AL Other (0.11)        0.50         0.19         -           -           -           0.15         

Total Revenue: 128.16$   141.41$   141.43$   136.17$   136.36$   134.31$   138.29$   

Oct-08 Nov-08 Dec-08 Jan-09 Feb-09

12-month 

Trailing

Revenue

Private AL Rent 123.62$   128.38$   123.60$   125.41$   135.96$   119.90$   

Private AL Rent Adjustment -           -           (0.47)        -           -           (0.07)        

Private AL Services 18.60       20.60       23.09       22.64       24.39       19.17       

AL Promotions 0.95         (0.35)        (0.35)        (0.34)        (0.39)        (0.98)        

AL Tray Service 0.05         0.01         0.01         0.02         0.07         0.02         

AL Double Occupancy 4.42         1.92         1.96         2.02         1.75         2.15         

AL Supply Revenue 0.03         -           -           -           -           0.01         

AL Meal Revenue 0.48         0.81         2.30         1.28         0.79         1.41         

AL Gift Shop 0.60         0.57         0.89         0.71         0.66         0.64         

AL Beauty Shop 0.08         0.17         0.08         0.08         0.09         0.13         

AL Guest Rent 0.40         0.72         0.13         1.48         2.25         0.97         

AL Other 0.13         0.21         0.18         0.14         0.13         0.53         

AL Other -           -           1.34         -           -           0.17         

Total Revenue: 149.35$   153.03$   152.77$   153.44$   165.71$   144.05$   
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Summary 12-month Trailing Analysis 442 
(per occupied unit day) 443 

 444 

 445 
 446 

 447 
 448 

Underwritten Income 449 

Occupancy 450 
<<Provide narrative to explain underwriting.>>        451 

 452 

Underwritten Rents 453 
<<Provide narrative to explain underwriting.>>        454 

 455 

Underwritten Other Income 456 
<<Provide narrative to explain underwriting.>>        457 

 458 

Total Income Conclusion 459 
<<Provide narrative to explain underwriting.>>        460 

 461 

12-month 

Trailing Budget U/W

Resident Days

Private AL 27,787     28,470     27,835     

Other AL 690          -           -           

Second Occupants 3,711       -           3,285       

Total Resident Days: 32,188     28,470     31,120     

Total Unit Days: 28,477     28,470     27,835     

Occupancy (units) 95.1% 95.1% 93.0%

12-month 

Trailing Budget U/W

Revenue

Private AL Rent 119.90$   126.47     125.25     

Private AL Rent Adjustment (0.07)        -           -           

Private AL Services 19.17       20.00       21.80       

AL Promotions (0.98)        (0.42)        -           

AL Tray Service 0.02         0.01         0.03         

AL Double Occupancy 2.15         2.11         2.08         

AL Supply Revenue 0.01         0.63         -           

AL Meal Revenue 1.41         1.52         1.00         

AL Gift Shop 0.64         -           0.70         

AL Beauty Shop 0.13         0.17         0.11         

AL Guest Rent 0.97         0.80         0.43         

AL Other 0.53         0.69         0.15         

AL Other 0.17         -           0.18         

Total Revenue: 144.05$   151.99$   151.73$   
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Expenses 462 

Historic Expense Analysis 463 

<<For example: 464 

 465 

 466 

 467 
* Jan 1 – Feb 28, 2009, annualized 468 

 469 

<<Provide narrative to explain underwriting.>>        470 

 471 

Net Operating Income 472 

<<Provide narrative discussion.>>        473 

 474 

Borrower 475 

Name:       

State of organization:       

Date formed:       

Termination date:       

Fiscal year-end date:       

 476 

Per Occupied Unit Day 2006 2007 2008 2009* Budget U/W

Revenue 116.04$     125.90$     138.10$     159.20$     151.99$     151.73$     

Expenses

AL Nursing Management In AL Dir. Nur In AL Dir. Nur 2.95$ 3.96$ 3.83$ 4.03$ 

AL Direct Care Nursing 17.12 45.76 14.46 13.09 12.10 13.50 

Activities 2.22 In AL Dir. Nur 1.90 2.05 2.17 2.17 

Social Services - - - - - - 

Dietary 24.93 In AL Dir. Nur 23.54 23.36 20.51 23.48 

Laundry - - - - - - 

Housekeeping 3.19 In AL Dir. Nur 3.28 3.73 3.66 4.10 

Maintenance 5.25 5.45 5.34 5.30 5.09 5.91 

Heating Fuel 1.79 1.73 2.03 1.87 2.18 2.18 

Water & Sewer 2.20 2.42 2.26 2.11 2.21 2.26 

Electricity 9.93 8.61 9.36 4.57 9.80 9.80 

Garbage 0.33 0.29 0.31 0.31 0.31 0.32 

Administration 22.64 23.73 23.68 28.65 21.44 25.87 

Management Fees 5.85 6.25 6.90 7.86 7.60 7.59 

Property & Liability Insurance 2.55 2.81 2.68 2.55 2.47 2.54 

Real Estate Taxes 2.63 4.15 3.58 3.65 3.62 3.70 

Marketing 6.38 6.68 1.22 0.87 1.54 1.58 

Cable Television 1.48 in Maint 1.05 1.15 1.03 1.11 

Replacement Reserves 3.55 2.81 2.45 2.48 2.48 2.53 

Total Expenses: 112.03$ 110.70$ 107.00$ 107.57$ 102.05$ 112.68$ 

Expense Ratio: 96.5% 87.9% 77.5% 67.6% 67.1% 74.3%
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Key Questions 477 
 Yes  No 

1. Does the borrower currently own any assets other than the property or 

participate in any other businesses?  . ...............................................................    

2. According to the application exhibits, is or has the borrower been delinquent 

on any federal debt?   ........................................................................................    

3. Have any principals of the borrower changed or are any such changes 

proposed that have not been approved by HUD?  If yes, attach HUD-9001e-

ORCF, Addendum to Underwriting Narrative – Principal of the Borrower.   .    

 478 

<<If you answer “yes” to any of the questions above, please identify each risk factor and how it 479 

is mitigated.>>        480 

 481 

Organization 482 

<<Provide an organization chart and narrative.  At a minimum, all borrower principals must be 483 

identified.>>        484 

 485 

Operator 486 

Name:       

State of organization:       

Date formed:       

Termination date:       

 487 

Key Questions 488 
 Yes  No 

1. Does the operator currently own or operate any assets other than the subject 

property or participate in any other businesses? Has there been a change in 

the operator that has not been approved by HUD, or is such a change 

proposed?  If yes, attach HUD-9001f-ORCF Addendum to Underwriting 

Narrative – Operator.  . ....................................................................................    

2. Has there been a change in the operator that has not been approved by HUD, 

or is such a change proposed?  If yes, attach HUD-9001f-ORCF Addendum 

to Underwriting Narrative – Operator.    

 489 

Organization 490 

<<Provide an organization chart and narrative.  At a minimum, all borrower principals must be 491 

identified.>>        492 

 493 

 494 
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Operating Lease 495 

Date of agreement:       

Current lease term expires:       

Description of renewals:       

Current lease payment:       

Major movable equipment: 

 Current ownership: <<borrower/operator>> 

 Post-closing ownership: <<borrower/operator>> 

 496 

Key Questions 497 
 Yes  No 

1. Has a change in the operating lease occurred that has not been approved by 

HUD, or is such a change proposed?  . .............................................................    

2. Does the lease contain any non-disturbance provisions?   ................................    

3. Does the lease require the borrower to escrow any funds other than those 

associated with this loan?   ................................................................................    

4. Is state approval of the lease payment required?   ............................................    

5. Does the lease expire in less than five years with no renewal option?   ...........    

 498 

<<If you answer “yes” to any of the above questions, please identify specifics of the 499 

circumstance.  Describe how the underwriter justified or identified mitigation of all associated 500 

risks.>>        501 

 502 

Lease Payment Analysis 503 

The lease payments must be sufficient to (1) enable the borrower to meet debt service and 504 

impound requirements and (2) enable the operator to properly maintain the project and cover 505 

operating expenses.  The minimum annual lease payment must be at least 1.05 times the sum of 506 

the annual principal, interest, mortgage insurance premium, reserve for replacement deposit, 507 

property insurance and property taxes. 508 

 509 

The underwriter has prepared an analysis demonstrating the minimum annual lease payment. 510 

 511 
(Double click inside the Excel Table to add information) 512 

a. Annual Principal and Interest -$                    

b. Annual Mortgage Insurance Premium -                      

c. Annual Replacement Reserves -                      

d. Annual Property Insurance -                      

e. Annual Real Estate Taxes -                      

f.    Total Debt Service and Impounds -$                    

g. Minimum Annual Lease Payment -$                     513 
 514 
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<<Compare the minimum annual lease payment to the current lease payment.  If the lease 515 

payment needs to increase, add the following language:  “The lease payment must be increased 516 

to $XX per year ($XX per month).  The underwriter has included a special condition to the firm 517 

commitment requiring the lease payment be revised to meet or exceed this minimum.”  If the 518 

lease payment does not need to increase, add the following language: “The current lease 519 

payment is sufficient. The recommended annual lease payment also provides the operator with 520 

an acceptable profit margin.”>>        521 

 522 

Program Guidance: 

 

 Clarification of minimum lease payments.  The annual lease payment must be calculated 

using a minimum of a 1.05 coverage ratio (e.g., the sum of the annual principal, annual 

interest, annual mortgage insurance premium, annual reserve for replacement deposit, annual 

property insurance, and annual property taxes times a multiplier of 1.05).  This minimum 

coverage level required for executed leases is different than the test measurement used in the 

223(f) Lender’s Narrative, which remains unchanged; it will continue at the 1.17 coverage 

level. 

 

 Subordination, non-disturbance and attornment agreement (SNDA).  If there is an identity of 

interest between the borrower and the operator, a SNDA is not permitted. 

 523 

Responsibilities 524 

<<Provide a description of the responsibilities of the borrower and operator under the terms of 525 

the lease with regard to the following:  payment of real estate taxes, maintenance of building, 526 

capital improvements, replacement of equipment, property insurance, etc.>>        527 

 528 

HUD Lease Provisions 529 

<<Confirm that the operating lease will include the HUD-91116-ORCF Addendum to Operating 530 

Lease. >>        531 

 532 

Management Agent (if applicable) – <<insert name here>> 533 

 534 

Name:       

Relation to borrower: <<owner managed/IOI entity/independent/other>> 

Management Agreement (as applicable) 535 

Date of agreement:       

Agreement expires:       

Management fee:       

 536 
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Key Questions 537 
 Yes  No 

1. Does the agreement fail to sufficiently describe the services the agent is 

responsible for performing and for which the agent will be paid management 

fees?      

2. Does the agreement fail to state that the management fees will be computed 

and paid according to HUD requirements?      

3. Does the agreement fail to state that HUD may require the owner to 

terminate the agreement without penalty and without cause upon written 

request by HUD and contain a provision that gives no more than a 30-day 

notice of termination?      

4. Does the agreement fail to state that HUD’s rights and requirements will 

prevail in the event the management agreement conflicts with them?      

5. Does the agreement fail to state  that the management agent will turn over to 

the owner all of the project’s cash trust accounts, investments, and records 

immediately, but in no event more than 30 days after the date the 

management agreement is terminated?    

6. Does the agreement exempt the agent from gross negligence and or willful 

misconduct?      

7. Is the Form HUD-9839-ORCF inconsistent with the Management 

Agreement?    

8. Has there been a change in the management agent or management 

agreement that has not been approved by HUD, or is such a change 

proposed?  If yes, attach HUD-9001g-ORCF, Addendum to Underwriting 

Narrative – Management Agent.      

 538 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 539 

and how it will be mitigated. >>        540 

 541 

Operation of the Facility 542 

Subject’s State Surveys 543 

The application includes the following state surveys issued on the following dates over the last 544 

three (3) years of operations: (State when the survey was conducted and when the project was 545 

found in compliance.) 546 

 547 

3 Years of Survey Inspections 548 

Date of survey/inspection 

Date state issued letter 

approving  POC 
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 549 

Key Questions 550 
 Yes  No 

1. Do the state surveys identify any instances of actual harm and/or immediate 

jeopardy (during last 3 year period)?      

2. Do prior surveys (during last 3 year period) contribute to a pattern of 

findings?    

3. Are there currently any open findings?      

 551 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 552 

and how it will be mitigated.  Example: General Review and Findings:  Provide narrative 553 

description of review.  For example: “The {date} state survey inspection letter indicates that 554 

there were X deficiencies.  The deficiencies…”>>        555 

 556 

Risk Management Program 557 

Program Guidance:  See Risk Management Program grid on the Section 232 program website 558 

for additional guidance.  Note that the below tier descriptions are general descriptions and HUD 559 

retains discretion to require additional risk management measures, as warranted, on a case by 560 

case basis. 561 

 562 

Risk Management Tier General Descriptions: 563 

Tier 1 Baseline: For most assisted living and low-risk skilled nursing projects with no more than one 564 
incident of actual harm/immediate jeopardy in the past three years.  In these instances the risk 565 
management program may be administered internally or or by a third party provided the party 566 
administering the program is qualified. 567 
 568 

Tier 2 Elevated Risk: Higher risk projects with two more more incidents of actual harm/immediate 569 
jeopardy within the past three years.  In these instances the risk management program should be 570 
administered by a third party. 571 

(Note both Tier and Internal/External) 572 

  Tier 1 Baseline   Internally Administered Risk Management 

Program 

  Tier 2 Elevated Risk   External 3rd Party Administered Risk 

Management Program 

 573 

Describe the Risk Management Program and how it meets the following requirements 574 

1. Real-time incident reporting and tracking that informs senior management:  575 

      576 

 577 

2. Experience of Staff: 578 

      579 

 580 

3. Training:  581 

      582 
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 583 

4. Continuous Improvement: 584 

      585 

 586 

<<If a third party is involved, describe the contractual arrangement, what company has 587 

been contracted, what the contract provides for, when the contract was entered into, 588 

when it expires, what results have been seen thus far if the contract has been in place, 589 

etc..>>      590 

 591 

Key Questions 592 
 Yes  No 

1. Has there been a change in the management agent or management 

agreement that has not been approved by HUD, or is such a change 

proposed?  If yes, attach HUD-9001g-ORCF, Addendum to Underwriting 

Narrative – Management Agent.  . ....................................................................    

2. Does the management agreement provide that HUD may require the owner 

to terminate the agreement without penalty and without cause upon written 

request by HUD and contain a provision that gives no more than a 30-day 

notice of termination?   .....................................................................................    

3. Does the management agreement provide that the management agent will 

turn over to the owner all of the project’s cash trust accounts, investments, 

and records immediately, but in no event more than 30 days after the date 

the management agreement is terminated?   .....................................................    

 593 

<<If you answer “no” to questions 2 or 3, the Management Agreement must be amended to 594 

provide all HUD termination provisions.  Confirm that a special condition has been 595 

recommended to include them in the Management Agreement.>> 596 

 597 

Compliance 598 

Key Questions 599 
 Yes  No 

1. State Inspection:  Are there currently any open findings of “G” or higher 

resulting from State survey inspections?  If yes, include the State survey 

inspection in the firm application and explain below.  Medicare star rating:  

Is the project currently rated 1 or 2 stars?   .......................................................    

2. Medicare star rating:  Is the project currently rated 1 or 2 stars?      

2.3.REAC inspection:  Are there currently outstanding repairs resulting from the 

last REAC inspection?  (In the space below, summarize the most recent REAC 

Inspection Summary Report, HUD-93332-ORCF Certification of Exigent Health & Safety 

(EH&S) Issues, and HUD-93333-ORCF Borrower’s Certification of Physical Condition 

Compliance.)   ......................................................................................................    

3.4.Active Partners Performance Systems (APPS):  Are there currently any open 

flags in APPS pertaining to the owners or the facility?  Please explain 

below.  (Note:  The borrower may need to authorize ORCF to release this    
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 Yes  No 

information to the proposed 223(a)(7) lender.)  (Please explain below.  Note:  The 

borrower may need to authorize the assigned ORCF Account Executive to release this 

information to the proposed 223(d) lender.)   .............................................................. 

5. Discrepancies on the facility license:   

4.a. Does the operator entity name match differ from the entity name 

listed on the license?    (If no, please explain below.)   ..........................    

b. Does the license not cover the correct number of units?      

 600 

If you answered “yes” to any of the above questions, please discuss any open findings or issues, 601 

and their resolutions.        602 

<<Please discuss any open findings or issues and their resolutions.  Also, provide brief 603 

narrative discussion as applicable for questions above.>>        604 

 605 

Operating Lease 606 

Program Guidance:  Handbook 4232.1, Section II Production, Chapter 8.6, Operating Lease 607 

Requirements 608 

Program Guidance 609 

Date of agreement:       

Current lease term expires:       

Description of renewals:       

Current lease payment:       

Major movable equipment: 

 Current ownership: <<borrower/operator>> 

 Post-closing ownership: <<borrower/operator>> 

 610 

Key Questions 611 
 Yes  No 

1. Is or will the facility be subleased (master lease)?  . ........................................    

2. At closing, will the lease have a term that expires within 5 years with no 

lease renewal options (see guidance belowabove)?   ........................................    

3. Does the lease contain any non-disturbance provisions?   ................................    

4. Does the lease require the borrower to escrow any funds other than those 

associated with this loan?   ................................................................................    

5. Are there proposed changes to the current operating lease?   ...........................    

6. Has the lender recommended any special conditions concerning the lease?   ..    

7. Does the current lease payment need to be increased to provide sufficient 

debt coverage for the mortgage payment, MIP, other insurance premiums, 

taxes, reserves, or impounds?   .........................................................................    

 612 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 613 
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and how it will be mitigated.>>        614 

 615 

Lease Payment Analysis 616 

The lease payments must be sufficient to (1) enable the borrower to meet debt service and 617 

impound requirements and (2) enable the operator to properly maintain the project and cover 618 

operating expenses.  The minimum annual lease payment must be at least 1.05 times the sum of 619 

the annual principal, interest, mortgage insurance premium, reserve for replacement deposit, 620 

property insurance and property taxes. 621 

 622 

The underwriter has prepared an analysis demonstrating the minimum annual lease payment. 623 

 624 

a. Annual principal and interest $      

b. Annual mortgage insurance premium       

c. Annual replacement reserves       

d. Annual property insurance       

e. Annual real estate taxes       

f.  Total debt service and impounds $      

h. Minimum annual lease payment $      

 625 

<<Compare the minimum annual lease payment to the current lease payment.  If the lease 626 

payment needs to increase, add the following language: “The lease payment must be increased 627 

to $XX per year ($XX per month).  The underwriter has included a special condition to the firm 628 

commitment requiring the lease payment be revised to meet or exceed this minimum.”  If the 629 

lease payment does not need to increase, add the following language: “The current lease 630 

payment is sufficient. The recommended annual lease payment also provides the operator with 631 

an acceptable profit margin.”>>        632 

 633 

Responsibilities 634 

<<Provide a description of the responsibilities of the borrower and operator under the terms of 635 

the lease with regard to the following:  payment of real estate taxes, maintenance of building, 636 

capital improvements, replacement of equipment, property insurance, etc.>>        637 

 638 

HUD Lease Provisions 639 

<<Confirm that the operating lease will include the HUD-91116-ORCF Addendum to Operating 640 

Lease. >>        641 

 642 
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 643 

Insurance 644 

Professional Liability Coverage 645 

Professional Liability Insurance Coverage (PLI) 646 

 647 

Program Guidance:  Handbook 4232.1, Section II Production, Appendix 14.1. 

 

 

The PLI insurance policy must be in the name of the entity that is conducting the day-to-day 

operations of the subject facility. The PLI policy can be issued to the parent operator as long as 

each operating entity that is conducting the day-to-day operations of the facility is listed on the 

policy. 

 648 

Name(s) of Iinsured:  ............        

Insurance company:  .............        

Rating:  ..................................        Rater:       

Insurance company is licensed 

in the United States:  .............   Yes   No 

Statute of limitations:  ...........        

Current coverage:  .................  Per occurrence:         

 Aggregate:        

 Deductible:        

Policy Basis: .........................   Per occurrence  Claims made 

Current Expiration:  ..............        

Retroactive Date:  .................        

Policy Premium: ...................        

 649 

 650 

 651 

 652 

 653 
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Summary of Six-Year Loss History for 
Operator or its Parent of Operator 

 
Year 

Total claims paid 
under this policy 
(dollars) 

Total claims 
paid under this 
policy 
(no. of claims) 

Total bed count 
covered under 
the policy 

Dollars paid in 
claims per bed 

1                               

2                               

3                               

4                               

5                               

6                               

Total/average                         

 654 

 655 

Key Questions 656 
 Yes  No 

1. Does the insurance policy cover multiple properties?  . ...................................    

2. Is less than 6 years of lost history available?   ..................................................    

3. Does the loss history indicate any professional liability claims over $35,000?  

Does the loss history indicate any patterns or significant claims?  ..................    

4. Does the loss history or potential claims certification indicate any uncovered 

claims?   ............................................................................................................    

5. Does the loss history or potential claims certification indicate any claims 

that would exceed the per occurrence or aggregate coverage limits at the 

facility?   ...........................................................................................................    

6. Has the facility been covered by a “claims made” policy at any time during 

the statute of limitations for the State in which the facility is located?   ..........    

7. Is the policy funded on a “cash front” basis?   ..................................................    

8. Is an actuarial study applicable (self-insurance)? (If yes, discuss results 

below.)  Is an actuarial study applicable (more than 50 facilities)? (If yes, 

discuss study results.)  ......................................................................................    

9. For all facilities identified on the insured’s Schedule of Facilities Owned, 

Operated or Managed by the operator and/or parent of the operator, are there 

any surveys/reports that have open G-level or higher citations outstanding?  

(As appropriate, provide a complete analysis of the surveys.)   .......................    

10. Are any entities that provide resident care (as discussed in the Provider 

Agreements and Resident Care Agreements/Rental Agreements) not covered 

by the PLI policy?   ...........................................................................................    



 

Previous versions obsolete Page 40 of 49 Form HUD-90011-ORCF (mm/yyyy) 

 Yes  No 

11. Are there any PLI issues that require special consideration?    

 657 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 658 

and how it will be mitigated. 659 

 660 

Example: 1.Multiple properties: The underwriter notes that the professional liability policy is a 661 

‘blanket’ policy covering XXX facilities, including the subject…{address potential impact of 662 

other facilities on the subject’s coverage} 663 

 664 

Example: 2.Less than 6-year loss history: The claims history reports were examined for the 665 

period XX through XX.  The underwriter determined that there were no professional liability XX 666 

claims during that period… {Address claims and sufficiency of coverage, etc. based on history}. 667 

 668 

Example: Claims made coverage: The project’s previous professional liability insurance 669 

coverage was a “claims made” form policy with XXXX, which expired XXXX, when the current 670 

policy was put in place.   In XXXX the borrower purchased a “nose coverage” policy which is 671 

the coverage needed when going from a “claims made” form of insurance to a “per occurrence” 672 

form of insurance. The premium for this “nose” coverage liability was a one-time charge and 673 

was paid in XXX.   Because of that additional insurance coverage, the insurance expense for 674 

XXXX was substantially higher than the current expense.  The current “per occurrence basis” 675 

insurance policy covers the entire statute of limitations.  The project’s professional liability 676 

insurance is in compliance with HUD’s requirements. >>        677 

 678 

 679 

Program Guidance: 

 

State licensing surveys of all individual facilities of the operator for the last 3 years, are to be 

transmitted as part of the application submission.  These surveys will be used to determine the 

quality of care provided by the operator.  The operator or its parent must also submit a 6-year 

loss history of all professional liability claims filed against it for all facilities controlled by the 

operator or its parent.  This loss history should be provided in annual summary form and should: 

 

 Provide a current inventory of all paid or settled claims. 

 

 Break out the expected cost of claims in a year-by-year summary.  In separate line items, 

list the amount of the actual and/or anticipated awards, claims expenses, and any funds 

reserved for estimated claims. 

 

 List total actual or estimated claims costs for compensatory damages, medical expenses, 

punitive damages, and legal expenses incurred processing the claim. 

 

 Identify potential or expected professional liability claims in excess of $35,000 that have 

been or may be filed for all periods within the statute of limitations for the state where the 

claim occurred. 
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 Include a brief discussion or chart that provides the timeframe for the statutes of limitations 

for filing claims of negligence, injuries, wrongful death, and/or improper care based on the 

law in the states where the parent operator’s facilities are located. 

 

 Include a certification from the parent operator (or operator, if no parent) as to the accuracy 

of this documentation.  The certification must be signed and dated by a senior officer of the 

parent operator (or operator, if no parent), and include the following statement: 

 

“HUD will prosecute false claims and statements.  Convictions may result in 

criminal and/or civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 

3802)” 

 

 680 

Lawsuits 681 

<<Identify all potential or expected professional liability insurance (PLI) claims in excess of 682 

$15,000 that have been or may be filed for all periods within the statute of limitations for the 683 

state where the claim occurred.  Identify any reserves held for potential claims.  Discuss the risk 684 

associate with each potential PLI claim.  Discuss how that risk is mitigated. Describe the 685 

circumstances, identify the potential award amount, provide evidence and analysis showing that 686 

the suits are covered by PLI insurance, and if the insurance is not sufficient, does the insured 687 

demonstrate adequate funds to cover the potential excess?  Describe any other information that 688 

mitigates the risk.  689 

 690 

As applicable, discuss other types of each lawsuits (non-PLI)  and describe the potential risk 691 

related to the party’s participation in the proposed project.  Discuss how that risk is mitigated.  692 

If the suit is closed, does it contribute to a pattern?  Does it materially affect the party’s ability to 693 

participate in the project?  If not closed, describe the circumstances, identify the potential award 694 

amount, provide evidence and analysis showing that the suits are covered by insurance (general 695 

or professional liability–identify which one), and if the insurance is not sufficient, do they 696 

demonstrate adequate funds to cover the potential excess?  Describe any other information that 697 

mitigates the risk.>>        698 

 699 

Recommendation 700 

<<Provide narrative recommendation regarding acceptability of professional and general 701 

liability insurance.  For example: “The borrower’s professional and general liability insurance 702 

was analyzed in accordance  with Handbook 4232.1, Section II Production, Chapter 14 and 703 

Appendix 14.1.HUD H04-15 (or any other successor guidance).  The property has XX current 704 

potential (threatened) insurance claims at this time as reflected on the certification provided by 705 

the borrower.  It is {lender’s} opinion that the information provided above and in the application 706 

sufficiently demonstrates that the existing professional liability coverage meets HUD’s 707 

requirements and that the risk from professional liability issues is sufficiently addressed.  No 708 

modifications to the current coverage are recommended.”>>        709 
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Program Guidance: 

 

The PLI insurance policy must be in the name of the entity that is conducting the day-to-day 

operations of the subject facility. The PLI policy can be issued to the parent operator as long as 

each operating entity that is conducting the day-to-day operations of the facility is listed on the 

policy. 

 710 

Commercial insurance:  Yes   No 

Self insurance:  Yes   No 

  If self insurance, describe:       

Is there a fronting policy?  Yes   No 

Name of insured:         

Insurance company:         

Rating:         Rater:       

Insurance company is licensed 

in the United States:    Yes   No 

Statute of limitations:         

Current coverage:   Per occurrence:         

 Aggregate:        

 Deductible:        

OR Self insurance 

retention:       

Policy Basis:    Per occurrence  Claims made 

Current Expiration:         

Retroactive Date:         

Policy Premium:         

 711 

 712 
Summary of Six-Year Loss History for 
Operator or its Parent of Operator 

 
Year 

Total claims paid 
under this policy 
(dollars) 

Total claims 
paid under this 
policy 
(no. of claims) 

Total bed count 
covered under 
the policy 

Dollars paid in 
claims per bed 

1                               

2                               

3                               

4                               

5                               

6                               
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Total/average                         

 713 

Key Questions 714 
 Yes  No 
1. Will the insurance policy cover multiple properties?  (If yes, complete 

questions a through e below.)  .     

a. Is less than 6 years of loss history available?       

b. Does the loss history indicate any professional liability claims over 

$35,000?       

c. Does the loss history or potential claims certification indicate any 

uncovered claims?       

d. Does the loss history or potential claims certification indicate any claims 

that would exceed the per occurrence or aggregate coverage limits?       

e. Have the facilities been covered by a “claims made” policy at any time 

during the statute of limitations for the states where the facilities are located?  

     

2. Is the policy funded on a “cash front” basis?       

3. Is an actuarial study applicable (self-insurance)? (If yes, discuss results 

below.)       

4. For all facilities identified on the insured’s Schedule of Facilities 

Owned, Operated or Managed, are there any surveys/reports that have open G-

level or higher citations outstanding?  (As appropriate, provide a complete analysis of 

the surveys.)       

5. Are any entities that provide resident care (as discussed in the Provider 

Agreements and “Resident Care Agreements/Rental Agreements) not covered 

by the PLI policy?       

6. Are there any PLI issues that require special consideration?       

 715 

If you answer “yes” to any of the above questions, please address here.  Examples: 716 

 717 

Multiple properties: The underwriter notes that the professional liability policy is a “blanket” 718 

policy covering XXX facilities, including the subject… {Address potential impact of other 719 

facilities on the subject’s coverage} 720 

 721 

Less than 6-year loss history: The claims history reports were examined for the period XX 722 

through XX.  The underwriter determined that there were no professional liability XX claims 723 

during that period…{address claims and sufficiency of coverage, etc. based on history}. 724 

 725 

Claims made coverage: The project’s previous professional liability insurance coverage was a 726 

“claims made” form policy with XXXX, which expired XXXX, when the current policy was put in 727 

place.  In XXXX, the borrower purchased a “nose coverage” policy, which is the coverage 728 

needed when going from a “claims made” form of insurance to a “per occurrence” form of 729 

insurance.  The premium for this “nose” coverage liability was a one-time charge and was paid 730 

in XXX.  Because of that additional insurance coverage, the insurance expense for XXXX was 731 

substantially higher than the current expense.  The current “per occurrence basis” insurance 732 
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policy covers the entire statute of limitations.  The project’s professional liability insurance is in 733 

compliance with HUD’s requirements.>>        734 

 735 

Lawsuits 736 

<<As applicable, discuss each lawsuit and describe the potential risk related to the party’s 737 

participation in the proposed project.  Discuss how that risk is mitigated.  738 

 739 

If the suit is closed, does it contribute to a pattern?  Does it materially affect the party’s ability to 740 

participate in the project?  If not closed, describe the circumstances, identify the potential award 741 

amount, provide evidence and analysis showing that the suits are covered by insurance (general 742 

or professional liability—identify which one), and if the insurance is not sufficient, do they 743 

demonstrate adequate funds to cover the potential excess?  Describe any other information that 744 

mitigates the risk.>>        745 

 746 

Recommendation 747 

<<Provide narrative recommendation regarding acceptability of professional liability 748 

insurance.  For example, “The mortgagor’s professional liability insurance was analyzed in 749 

accordance HUD requirements.  The property has XX current potential (threatened) insurance 750 

claims at this time as reflected on the certification provided by the borrower.  It is {lender}’s 751 

opinion that the information provided above and in the application sufficiently demonstrates that 752 

the existing professional liability coverage meets HUD’s requirements and that the risk from 753 

professional liability issues is sufficiently addressed.  No modifications to the current coverage 754 

are recommended.”>>        755 

 756 

Program Guidance: 

 

State licensing surveys of all individual facilities of the operator for the last 3 years, are to be 

transmitted as part of the application submission.  These surveys will be used to determine the 

quality of care provided by the operator.  The operator or its parent must also submit a 6-year 

loss history of all professional liability claims filed against it for all facilities controlled by the 

operator or its parent.  This loss history should be provided in annual summary form and should: 

 

A. Provide a current inventory of all paid or settled claims. 

 

B. Break out the expected cost of claims in a year-by-year summary.  In separate line items, 

list the amount of the actual and/or anticipated awards, claims expenses, and any funds reserved 

for estimated claims. 

 

C. List total actual or estimated claims costs for compensatory damages, medical expenses, 

punitive damages, and legal expenses incurred processing the claim. 

 

D. Identify potential or expected professional liability claims in excess of $35,000 that have 

been or may be filed for all periods within the statute of limitations for the state where the claim 

occurred. 

 

E. Include a brief discussion or chart that provides the timeframe for the statutes of 
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limitations for filing claims of negligence, injuries, wrongful death, and/or improper care based 

on the law in the states where the parent operator’s facilities are located. 

 

F. Include a certification from the parent operator (or operator, if no parent) as to the 

accuracy of this documentation.  The certification must be signed and dated by a senior officer of 

the parent operator (or operator, if no parent), and include the following statement: 

 

“HUD will prosecute false claims and statements.  Convictions may result in criminal and/or 

civil penalties. (18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802)” 

 

 757 

 758 

Property Insurance 759 

<<Narrative discussion of review.  For example, “Hazard and Liability insurance will be 760 

provided by XX.  The insurance coverage will continue to comply with HUD requirements.”>>  761 

      762 

 763 

Fidelity Bond/Employee Dishonesty Coverage 764 

<<Narrative discussion of review.  For example, “The subject has inadequate fidelity 765 

(crime/dishonesty) insurance.  HUD requires coverage equal to at least two (2) months gross 766 

income or $_________.  Coverage that meets or exceeds the HUD minimum requirements must 767 

be in place prior to closing.  The Lender and HUD (451 7th St S.W. Washington D.C. 20410) 768 

must be named as additional loss payees.”  If not sufficient, recommend special condition.>>  769 

      770 

 771 

Fidelity Bond/Employee Dishonesty CoverageAdditional Insurances 772 

<<Provide narrative discussion of reviewother insurance currently in place, including amount 773 

of coverage and deductible.>>        774 

Property Insurance 775 

<<Provide narrative discussion of review.  For example, “Hazard and Liability insurance has 776 

been and/or will be provided by XX.  The insurance coverage will continue to comply with HUD 777 

requirements.”>>        778 

 779 

Fidelity Bond/Employee Dishonesty Coverage 780 

<<Provide narrative discussion of review.  For example, “The subject has inadequate fidelity 781 

(crime/dishonesty) insurance.  HUD requires coverage equal to at least two (2) months gross 782 

potential income or $XX.  Coverage that meets or exceeds the HUD minimum requirements must 783 

be in place prior to closing.  The lender and HUD (451 7th Street, S.W., Washington, DC 20410) 784 

must be named as additional loss payees.”  If not sufficient, recommend commitment 785 

condition.>>        786 

 787 
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Mortgage Loan Determinants 788 

Overview 789 

The mortgage criteria shown on the form HUD-92264a-ORCF are summarized as follows: 790 

 791 

Requested amount: $      

Amount based on debt service coverage: $      

Amount based on 100% of the operating loss: $      

 792 

The proposed mortgage is $      and is constrained by      . 793 

Mortgage Term 794 

The underwriter concluded to a mortgage term of       months, which is coterminous with the 795 

current first mortgage. 796 

 797 

Type of Financing 798 

The type of financing available to the mortgagor upon issuance of the commitment will likely be 799 

in the form of GNMA-backed securities. 800 

 801 

Criterion E: Amount Based on Required Debt Service Coverage 802 

The $      debt service limit was calculated using HUD’s guidelines.  This is based on      % 803 

of the underwriter’s net operating income for debt service purposes of $     , interest rate of 804 

     % and a      -year term (the insured loans must be coterminous).  The proposed 805 

mortgage is constrained by      ; therefore, the underwritten debt service coverage is      , 806 

which is      % of the estimated net operating income for debt service and MIP payments.  807 

  808 

<<Note:  If the debt service coverage rate is less than 1.45, justification/mitigation of the 809 

additional risk to HUD must be addressed in the Risk Factors section of this narrative.>> 810 

 811 

The       debt service limit was calculated using HUD’s guidelines.  This is based on 90% of 812 

the net operating income available for the insured loans, an interest rate of      %, MIP of 813 

0.80%, and an assumed remaining term of       months (the insured loans must be 814 

coterminous). 815 

 816 

Program Guidance: 

 

When completing Criterion E on the form HUD-92264a-ORCF, enter the underwritten net 

operating income less all outstanding indebtedness related to the property, annual ground rent, 
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and any annual special assessments.  Enter 1.11 for the debt service coverage. 

 817 

Criterion J: Operating Loss Limit 818 

The operating loss amount is $      based on the independent audit for the period       to 819 

     .  This is the period immediately following the cost certification cut-off period.  The loss 820 

was determined in accordance with HUD requirements as certified by the CPA.  The underwriter 821 

has reviewed the audit and finds no reason to modify its conclusion. 822 

 823 

Program Guidance:   

 

Certain project-related costs are disallowed in calculating the operating loss for an OLL.  An 

operating loss is defined as the amount by which the sum of the taxes, interest on the mortgage 

debt, mortgage insurance premiums, hazard insurance premiums, and operating expenses 

exceed project income.  The following disbursements may not be included:  payment to mortgage 

principal, depreciation, payments to the reserve for replacement account, payments to the 

sinking fund, mortgagee fees, officer salaries, bad debts (rents/revenue that is deemed 

uncollectible) and charges incurred in connection with the application for the OLL. 

 824 

Conclusion 825 

The proposed supplemental mortgage is constrained by the operating loss.  The underwritten 826 

debt service coverage for HUD-insured mortgages is      , which is      % of the estimated 827 

net operating income for debt service and MIP payments.  The debt coverage of the insured loans 828 

is       against the trailing 12-months;       against the trailing      -months; and       829 

against the borrower’s budget. 830 

 831 

Sources & Uses – Copied From HUD 92264a-ORCF 832 

 833 

<<Provide a statement of Sources and Uses of actual estimated cost at closing.  Include all 834 

eligible and ineligible costs.>>        835 

 836 

Mortgage Term 837 

The underwriter concluded to a mortgage term of       months, which is coterminous with the 838 

current first mortgage. 839 

 840 

Type of Financing 841 

The type of financing available to the mortgagor upon issuance of the commitment will likely be 842 

in the form of GNMA-backed securities. 843 
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 844 

Circumstances that May Require Additional Information 845 

 846 

In addition to the information required in this narrative, depending upon the facility for which 847 

mortgage insurance is to be provided, the mortgagor, operator, management agent and such other 848 

parties involved in the operation of the facility, current economic conditions, or other factors or 849 

conditions as identified by HUD, HUD may require additional information from the lender to 850 

accurately determine the strengths and weaknesses of the transaction.  If additional information 851 

is required, the questions will be included in an appendix that accompanies the narrative. 852 

 853 

Special Commitment Conditions 854 

 855 

<<List any recommended special conditions.  If none, state “None.”>> 856 

1.       857 

2.       858 

 859 

Conclusion 860 

<<Provide narrative conclusion and recommendation.>>        861 

 862 

Addenda 863 

Check all those that apply and include as addenda to this report. 864 

 865 

 Survey, HUD-9001b-ORCF Refer to ALTA/ACSM Land Title Survey section. 

 Principal of the Borrower, HUD-

9001e-ORCF 

Ownership change; principal not previously approved by 

HUD. 

 Operator, HUD-9001f-ORCF Operator change; not previously approved by HUD. 

 Management Agent, HUD-9001g-

ORCF 

Management Agent change;, not previously approved by 

HUD. 

 Accounts Receivable Financing, 

HUD-9001i-ORCF 

Project’s Accounts Receivables are financed. 

 866 

Signatures 867 

 868 

Lender hereby certifies that the statements and representations of fact contained in this 869 

instrument and all documents submitted and executed by lender in connection with this 870 

transaction are, to the best of lender’s knowledge, true, accurate, and complete.  This instrument 871 

has been made, presented, and delivered for the purpose of influencing an official action of HUD 872 

in insuring the loan and may be relied upon by HUD as a true statement of the facts contained 873 

therein. 874 
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 875 

Lender:       

HUD Mortgagee/Lender No.:       

 876 

This report was prepared by: 

 

 

Date  This report was reviewed by: 

 

Date 

     <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

       <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

 

 877 

This report was reviewed and the 

site inspected by: 

 

 

Date 

     <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

 

 878 
 879 


