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Addendum to Underwriting 
Narrative – Operator 
Section 232/223(a)(7), 223(d), 
241(a) 

U.S. Department of Housing 
and Urban Development 
Office of Residential Care 

Facilities 

OMB Approval No. 2502-0605 
(exp. mm/dd/yyyy) 

 1 
 2 
Public reporting burden for this collection of information is estimated to average 0.5 hours.  This includes the time for collecting, 3 
reviewing, and reporting the data.  The information is being collected to obtain the supportive documentation that must be submitted 4 
to HUD for approval, and is necessary to ensure that viable projects are developed and maintained.  The Department will use this 5 
information to determine if properties meet HUD requirements with respect to development, operation and/or asset management, as 6 
well as ensuring the continued marketability of the properties.  This agency may not collect this information, and you are not 7 
required to complete this form unless it displays a currently valid OMB control number.    8 
 9 
Warning: Any person who knowingly presents a false, fictitious, or fraudulent statement or claim in a matter within the jurisdiction of 10 
the U.S. Department of Housing and Urban Development is subject to criminal penalties, civil liability, and administrative sanctions 11 
 12 

 13 

This addendum is applicable to Section 223(a)(7), Section 223(d), or Section 241(a) loans when 14 

a change in operator has occurred or is proposed.  The addendum must be provided if the 15 

operator has not been previously approved by HUD for the subject property. 16 

 17 

 18 

 19 

Name:       

State of Organization:       

Date Formed:       

Termination Date:       

FYE Date:       

 20 

Key Questions 21 
 Yes  No 

1. Does the operator currently own/operate any assets other than the property 

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

2. Does the operator have shared expenses with other facilities?    

3. Does the operator contract out nursing services other than temporary staffing 

through an agency and/or contracting for ancillary services (e.g., therapies, 

pharmaceuticals)?   ...........................................................................................    

4. Is or has the operator been delinquent on any federal debt?   ...........................    

5. Is or has the operator been a defendant in any suit or legal action?   ...............    

6. Has the operator ever filed for bankruptcy or made compromised settlements 

with creditors?   .................................................................................................    

7. Are there judgments recorded against the operator?   .......................................    

8. Are there any unsatisfied tax liens?   ................................................................    

 22 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 23 

and how it will be mitigated. >>        24 
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 25 
 26 
 Yes  No 

1. Does the operator currently own, operate, or manage any other facilities?  . ...    

2. Is the operator organized as a single asset entity?   ..........................................    

3. Does the operator contract out nursing services other than temporary staffing 

through an agency and/or contracting for ancillary services (e.g., therapies, 

pharmaceuticals)?   ...........................................................................................    

4. According to the application exhibits, is the operator currently delinquent or 

has the operator ever been delinquent on any Federal debt?   ..........................    

5. According to the application exhibits, is the operator currently a defendant 

or has the operator previously been a defendant in any suit or legal action?   .    

6. According to the application exhibits, has the operator ever filed bankruptcy 

or made compromised settlements with creditors?   .........................................    

7. According to the application exhibits, are there judgments recorded against 

the operator?  ....................................................................................................    

8. According to the application exhibits, are there any unsatisfied tax liens?   ....    

 27 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        28 

Organization 29 

<<Organization Chart and Narrative, as applicable.>>        30 

 31 

Experience / Qualifications 32 

<<Narrative description of Operator’s and principal’s experience and qualifications:  33 

Discussion should highlight direct experience and involvement in other HUD transactions.  This 34 

section should clearly demonstrate that the operator and its principals have the expertise to 35 

successfully operate the facility.>>        36 

 37 

Credit History 38 

Report Date:        <<within 60 days of submission>> 

Firm: 

       <<Dunn & Bradstreet required for business 

entities>> 

Score:       

 39 
<<Provide an explanation of the credit score in terms of risk level (i.e., low, medium, or high).  40 

Also, if the score is evaluated numerically, explain what value the credit agency places on the 41 

score.>>      42 

 43 



 

Previous versions obsolete Page 3 of 19 Form HUD-9001f-ORCF (mm/yyyy) 

Key Questions 44 
 45 
 Yes  No 

1. Does the credit report identify any material derogatory information not 

previously discussed?  ......................................................................................    

2. Does the underwriter have any concerns related to the credit report?   ............    

 46 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 47 

and how it will be mitigated.>>       48 

If you answer “yes” to any of the above questions, please briefly address below.  49 

 50 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        51 

 52 

Other Business Concerns/232 Applications 53 

Key Questions 54 
 Yes  No 

1. Does the operator identify any other business concerns?  . ..............................    

a. Do any of the other business concerns have pending judgments, legal 

actions or suits, or bankruptcy claims?   .....................................................    

b. Do the credit reports on the 10% sampling of the other business concerns 

indicate any material derogatory information?   .........................................    

2. Does the operator identify any other Section 232 loans on Part X and 

Attachment 2 of their certification?   ................................................................    

 55 

If you answer “yes” to any of the above questions, please briefly address below.  56 

 57 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  Example:  58 

 59 

Other Business Concerns: 60 

XXXXX identified XX other business concerns in addition to the borrower and the newly formed 61 

operator discussed in this narrative.  The underwriter reviewed Dunn and Bradstreet credit 62 

reports for XX other business concerns identified by XXXX.  {Discuss each report}.  No reports 63 

indicated derogatory information that would prohibit XXXXX participation in this loan 64 

transaction. 65 

 66 

Other Section 232 Applications: 67 

XXXXX identified XX other Section 232 loan application – {projects}.  The applications were 68 

submitted XXX and closed in XXX.  As this is only XXXXX’s Xth HUD-insured healthcare loan, 69 

no additional reviews per HUD Notice H 01-03 are required.>>        70 

 71 
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Other Facilities Owned, Operated or Managed 72 

Key Questions 73 
 Yes  No 

1. Do the operator or its principals own, operate, or manage any other 

facilities?  . ........................................................................................................    

a. Do any of the other facilities have pending judgments, legal actions or 

suits, or bankruptcy claims?   ......................................................................    

b. Do any of the other facilities have any open professional liability 

insurance claims?   ......................................................................................    

c. Do any of the other facilities have any open state findings related to 

instances of actual harm and/or immediate jeopardy (G tag or higher for 

skilled nursing)?   ........................................................................................    

 74 

If you answer “yes” to any of the above questions, please briefly address below.  75 

 76 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  Example:  77 

 78 

Other Facilities: 79 

XXXXX identified XX other facilities it owns, operates, or manages in addition to the subject 80 

facility.>>        81 

 82 

Financial Statements 83 

The application includes the following operator financial statements:  84 

 85 

Year to date:         <<dates for start and end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

Key Questions 86 
 Yes  No 

1. Are less than 3-years of historical financial data available for the operator?  .     

2. Are the financial statements missing any required information or schedules?      

3. Do the financial statements indicate a loss prior to depreciation?      

4. Do the Aging of Accounts Payable schedules show any material accounts 

payables (amounts in excess of 5% of effective gross income) over 90 days?     

5. Do the Aging of Accounts Receivable schedules show any material accounts 

receivables (amounts in excess of 2% of gross income) over 120 days?   
       (Note: Projects with material accounts receivables over 120 days that do not intend to have    

       Accounts Receivable Financing should address the project State’s recent trends in length of   

       time until reimbursement is made.  The Lender should address these projects’ ability to  

       handle delayed payments, e.g. access to sources of liquidity in an amount comparable to  

       material accounts receivable over 120 days.) (Note: Projects with material accounts 

receivables over 120 days that do not intend to have Accounts Receivable Financing should    
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 Yes  No 
address the project State’s recent trends in length of time until reimbursement is made.  The 

Lender should address these projects’ ability to handle delayed payments, e.g. access to sources 

of liquidity in an amount comparable to material accounts receivable over 120 days.)    

6. Are there any issues or discrepancies related to tenant deposit accounts (e.g., 

not fully funded)?   ............................................................................................    

7. Did your review and analysis of the financial statements indicate any other 

material concerns or weaknesses that need to be addressed?   .........................    

8. Within the last 3 fiscal years are there any negative or declining NOI?      

 87 

<<If you answer “yes” to any of the above questions, please identify each risk factor and how it 88 

is mitigated below.  The Accounts Payable and Accounts Receivable analysis provides 89 

information regarding an entity’s collection and payment practices, policies, and potential risks 90 

to the new project.  Discuss your analysis of these issues and how the lender determined they are 91 

an acceptable risk.  92 

 93 

Example: No Financial Statements:  The operator is a newly formed entity and does not have a 94 

financial history to report.  At this time, the operation of this facility is the new entity’s sole 95 

purpose, so there is no need to review financial data from other facilities or sources. 96 

 97 

Example: Tenant Security Deposits: The tenant security deposits do not appear to be fully 98 

funded.  At closing, however, the borrower will not be the operator and the tenant deposit 99 

obligation will fall to the new operator; therefore, the underwriter has included a commitment 100 

condition requiring the new operator to set up project accounts by closing and to provide an 101 

acceptable, certified Balance Sheet showing that the tenant security deposits are fully funded. 102 

 103 

Projects with material accounts receivables over 120 days that do not intend to have Accounts 104 

Receivable Financing should address the project State’s recent trends in length of time until 105 

reimbursement is made.  The Lender should address these projects’ ability to handle delayed 106 

payments, e.g. access to sources of liquidity in an amount comparable to material accounts 107 

receivable over 120 days.)   108 

>>        109 

 110 

General Overview 111 
<<Provide narrative and analysis of financial statements as appropriate.  In addition to the Key 112 

Questions above, working capital should be discussed along with the general financial stability 113 

and strength of the entity. >>        114 

 115 
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Net Income Analysis 116 

Net Income* 117 
In total $ 118 

20XX 20XX 20XX YTD 
(Indicate time frame) 

$      $      $            
*before depreciation, amortization, and any other non-cash expense 119 

 120 

<<Provide an explanation of any Net Losses or declining Net Incomes for the year-to-date and 121 

last 3 fiscal years, as applicable.>>        122 

 123 

Conclusion 124 

<<Provide narrative discussion of underwriter’s conclusion and recommendation.  For 125 

example: “The operator entity has demonstrated an acceptable financial and credit history as 126 

demonstrated discussed in our analysis of their financial statements and credit history as 127 

discussed above.  The operator has the experience to continue to successfully operate this 128 

facility.  The underwriter recommends this operator for approval as an acceptable participant in 129 

this transaction.”>>        130 

 131 

Key Questions 132 
 Yes  No 

1. Are less than 3 years of historical financial data available for the operator?  .     

2. Are the financial statements missing any required information or schedules?      

3. Do any of the financial statements indicate a loss prior to depreciation?   .......    

4. Do the Aging of Accounts Payable schedules show any payables in excess 

of 60 days in amounts over $2,500?   ...............................................................    

5. Do the Aging of Accounts Receivable schedules show any receivables in 

excess of 60 days in amounts over $2,500?   ....................................................    

6. Are there any issues or discrepancies related to tenant deposit accounts (e.g., 

not fully funded)?   ............................................................................................    

7. Did your review and analysis of the financial statements indicate any other 

material concerns or weaknesses that need to be addressed?   .........................    

 133 

 134 

If you answer “yes” to any of the above questions, please briefly address below.  135 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  If not 136 

applicable, indicate “NA” in the No column.  Example: 137 

 138 

No Financial Statements: The operator is a newly formed entity and does not have a financial 139 

history to report.  At this time, the operation of this facility is the new entity’s sole purpose, so 140 

there is no need to review financial data from other facilities or sources. 141 
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 142 

Tenant Security Deposits: The tenant security deposits do not appear to be fully funded.  At 143 

closing, however, the borrower will not be the operator and the tenant deposit obligation will 144 

fall to the new operator; therefore, the underwriter has included a commitment condition 145 

requiring the new operator to set up project accounts by closing and to provide an acceptable, 146 

certified balance sheet showing that the tenant security deposits are fully funded.>>        147 

 148 

General Review 149 
<<Provide narrative and analysis of financial statements as appropriate.  In addition to the Key 150 

Questions above, working capital should be discussed along with the general financial stability 151 

and strength of the entity.>>        152 

Conclusion 153 

<<Provide narrative discussion of underwriter’s conclusion and recommendation.  For 154 

example, “The operator entity has demonstrated an acceptable financial and credit history.  The 155 

operator has the experience to continue to successfully operate this facility.  The underwriter 156 

recommends this operator for approval as an acceptable participant in this transaction.”>>  157 

      158 

 159 

Parent of the Operator (if applicable) 160 

<<Provide this section for each parent organization of the operator.  This section is not 161 

applicable to individuals who are principals unless you are depending on the person or persons 162 

for approval of the operator (e.g., newly formed entity).  In that instance (individuals), follow the 163 

HUD-9001e-ORCF, Addendum to Underwriting Narrative – Principal of the Borrower and 164 

modify it appropriately for an operator.>>        165 

 166 

Name:       

State of Organization:       

Date Formed:       

Termination Date:       

 167 

Key Questions 168 
 Yes  No 

1. Does the parent of the operator currently own, operate, or manage any other 

facilities?  . ........................................................................................................    

2. According to the application exhibits, is or has the parent of the operator 

been delinquent on any Federal debt?   .............................................................    

3. According to the application exhibits, is or has the parent of the operator 

been a defendant in any suit or legal action?   ..................................................    

4. According to the application exhibits, has the parent of the operator ever 

filed bankruptcy or made compromised settlements with creditors?   ..............    

5. According to the application exhibits, are there judgments recorded against 

the parent of the operator?   ..............................................................................    
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 Yes  No 

6. According to the application exhibits, are there any unsatisfied tax liens?    

 169 

If you answer “yes” to any of the above questions, please briefly address below.  170 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        171 

Key Questions 172 
 Yes  No 

1. Is the parent of the operator rated by S&P or another rating agency?  . ...........    

2. Is or has the parent of the operator been delinquent on any federal debt?   ......    

3. Is or has the parent of the operator been a defendant in any suit or legal 

action?   .............................................................................................................    

4. Has the parent of the operator ever filed for bankruptcy or made 

compromised settlements with creditors?   .......................................................    

5. Are there judgments recorded against the parent of the operator?   .................    

6. Are there any unsatisfied tax liens?   ................................................................    

7. Does the parent of the operator have other HUD properties which are master 

leased separately from the subject project?   ....................................................    

 173 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 174 

and how it will be mitigated.  Example: S&P Rating: The entity is rated X by S&P.  The rating 175 

agency indicates the outlook for the company is X.>>        176 

 177 

Organization 178 

<<Organization Chart and Narrative, as applicable.>>        179 

Experience / Qualifications 180 

<<Narrative description of experience and qualifications:  Discussion should highlight direct 181 

experience and involvement in other HUD transactions.  This section should clearly demonstrate 182 

the expertise to successfully operate the facility.>>        183 

 184 

Credit History 185 

Report Date:        <<within 60 days of submission>> 

Firm: 

       <<Dunn & Bradstreet required for business 

entities>> 

Score:       

 186 
<<Provide an explanation of the credit score in terms of risk level (i.e., low, medium, or high).  187 

Also, if the score is evaluated numerically, explain what value the credit agency places on the 188 

score. >>      189 

 190 
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Key Questions 191 
 Yes  No 

1. Does the credit report identify any material derogatory information not 

previously discussed?  ......................................................................................    

2. Does the underwriter have any concerns related to the credit report?   ............    

 192 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 193 

and how it will be mitigated.>>       194 

If you answer “yes” to any of the above questions, please briefly address below.  195 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        196 

 197 

Other Business Concerns/232 Applications 198 

Key Questions 199 
 Yes  No 

1. Does the operator identify any other business concerns?  . ..............................    

a. Do any of the other business concerns have pending judgments, legal 

actions or suits, or bankruptcy claims?   .....................................................    

b. Do the credit reports on the 10% sampling of the other business concerns 

indicate any material derogatory information?   .........................................    

2. Does the operator identify any other Section 232 loans on their consolidated 

certification and Attachment 2 thereof?   ..........................................................    

 200 

Key Questions 201 
 Yes  No 

1. Does the parent of the operator identify any other business concerns?  . .........    

a. Do any of the other business concerns have pending judgments; legal 

actions or suits; or, bankruptcy claims?                                           N/A    

b. Do the credit reports on the 10% sampling of the other business concerns 

indicate any material derogatory information?                                N/A    

2. Does the Principal identify any other Section 232 program (i.e., 223(f), 

241(a), 223(a)(7), 232(i), or 223(d)) loans on the Consolidated Certification 

– Parent of Operator (form HUD-90016-ORCF) and Attachment 2 thereof?       

 202 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 203 

and how it will be mitigated.  Example: Other Business Concerns: XXXXX identified XX other 204 

business concerns in addition to the borrower and the newly formed operator discussed in this 205 

narrative.  The underwriter reviewed Dunn and Bradstreet credit reports for XX Other Business 206 

Concerns identified by XXXX. {Discuss each report}.  No reports indicated derogatory 207 

information that would prohibit XXXXX participation in this loan transaction. 208 

 209 

Example: Other Section 232 Applications: XXXXX identified XX other Section 232 loan 210 

application – {projects}.  The applications were submitted XXX and closed in XXX.  As this is 211 
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only XXXXX’s Xth HUD-insured healthcare loan, no additional reviews are required.>>        212 

If you answer “yes” to any of the above questions, please briefly address below.  213 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  Example:  214 

 215 

Other Business Concerns: 216 

XXXXX identified XX other business concerns in addition to the borrower and the newly formed 217 

operator discussed in this narrative.  The underwriter reviewed Dunn and Bradstreet credit 218 

reports for XX other business concerns identified by XXXX. {Discuss each report}.  No reports 219 

indicated derogatory information that would prohibit XXXXX participation in this loan 220 

transaction. 221 

 222 

Other Section 232 Applications: 223 

XXXXX identified XX other Section 232 loan application – {projects}.  The applications were 224 

submitted XX and closed in XXX  As this is only XXXXX’s Xth HUD-insured healthcare loan, no 225 

additional reviews required by HUD Notice H 01-03 are required.>>        226 

 227 

Other Facilities Owned, Operated or Managed 228 

 229 

Key Questions 230 
 Yes  No 

1. Does the parent of the operator own, operate, or manage any other facilities?  . .......    

a. Do any of the other facilities have pending judgments; legal actions 

or suits; or, bankruptcy claims?                                               N/A    

b. Do any of the other facilities have any open professional liability 

insurance claims?                                                                    N/A    

c. Do any of the other facilities have any open state findings related 

to instances of actual harm and/or immediate jeopardy (G or 

higher)?                                                                                    N/A    

 Does the parent of the operator a participant in 50+ residential 

healthcare facilities? 

d.     

e. Does the parent of the operator carry one Professional Liability 

Insurance policy for its residential healthcare facilities?    

f. Does the parent of the operator carry multiple Professional 

Liability Insurance policies for its residential healthcare facilities?    

 231 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 232 

and how it will be mitigated.  Example: Other Facilities: XXXXX identified XX other facilities it 233 

owns, operates, or manages in addition to the subject facility.  PLI Insurance:  XXXXXX 234 

identified XX facilities which are carried on the same PLI policy as the subject project.  Other 235 

facilities of the parent of the operator are covered on XX separate PLI policies.>>        236 

 237 

Program GuidancePROGRAM GUIDANCEProgram Guidance: Handbook 4232.1, Section II 
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Production, 8.8. 

 

For other projects/facilities owned, operated, or managed, the lender must  submit  copies of 

inspection reports for the facilities that have open level “G” or higher citations/deficiencies.  The 

lender must address any issues/risks associated with the reports and show how they would be 

mitigated.  If no open/unresolved level G or higher deficiencies, this should be stated.  Note: If 

any facility has recent (within last 2 years) resolved “G” or higher citations/deficiencies, the 

lender must address this in the narrative; however, a copy of the report is not required. 

 

If you answer “yes” to any of the above questions, please briefly address below.  238 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  Example:  239 

 240 

Other Facilities: 241 

XXXXX identified XX other facilities it owns, operates, or manages in addition to the subject 242 

facility.>>        243 

 244 

Financial Statements 245 

The application includes the following operator financial statements:  246 

 247 

Year to date:         <<dates for start and end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

Fiscal Year Ending:        <<date – end of period>> 

 248 

Key Questions 249 
 Yes  No 

1. Are less than 3 years of historical financial data available for the operator?  .     

2. Are the financial statements missing any required information or schedules?      

3. Do any of the financial statements indicate a loss prior to depreciation? .........    

4. Do the Aging of Accounts Payable schedules show any payables in excess 

of 60 days in amounts over $2,500?   ...............................................................    

5. Do the Aging of Accounts Receivable schedules show any receivables in 

excess of 60 days in amounts over $2,500?   ....................................................    

6. Are there any issues or discrepancies related to tenant deposit accounts (e.g., 

not fully funded)?   ............................................................................................    

7. Did your review and analysis of the financial statements indicate any other 

material concerns or weaknesses that need to be addressed?   .........................    

 Yes  No 

1. Are less than 3-years of historical financial data available for the parent of 

the operator?  ....................................................................................................    

2. Are the financial statements missing any required information or schedules?      
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 Yes  No 

3. Do the Aging of Accounts Payable schedules show any material accounts 

payables (amounts in excess of 5% of effective gross income) over 90 days?     

4. Did your review and analysis of the financial statements indicate any other 

material concerns or weaknesses that need to be addressed?   .........................    

 250 

<<If you answer “yes” to any of the above questions, please identify each risk factor and how it 251 

is mitigated below.  The Accounts Payable and Accounts Receivable analysis provides 252 

information regarding an entities collection and payment practices, policies, and potential risks 253 

to the new project.  Discuss your analysis of these issues and how the lender determined they are 254 

an acceptable risk. >>        255 

 256 

If you answer “yes” to any of the above questions, please briefly address below.  257 

<<For each “yes” answer above, provide a narrative discussion regarding the topic. >>        258 

 259 

 260 

General Review 261 
<<Provide narrative and analysis of financial statements as appropriate.  In addition to the Key 262 

Questions above, working capital should be discussed along with the general financial stability 263 

and strength of the entity.>>        264 

Net Income Analysis 265 

Net Income* 266 
In total $ 267 

20XX 20XX 20XX YTD 
(Indicate time frame) 

$ $ $  
*before depreciation, amortization, and any other non-cash expense 268 

 269 

<<Provide an explanation of any Net Losses or declining Net Incomes for the year to date and 270 

last three fiscal years, as applicable.>>        271 

Conclusion 272 

<<Provide narrative discussion of underwriter’s conclusion and recommendation.  For 273 

example, “The parent of the operator entity has demonstrated an acceptable financial and credit 274 

history.  The underwriter recommends this parent of the operator for approval as an acceptable 275 

participant in this transaction.”>>        276 

 277 
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Operation of the Facility 278 

Administrator  279 

Name:       

Employed by: 

       <<Name of entity who employs/pays 

administrator>> 

Facility Start Date: 

       <<Date started at this facility as 

administrator>> 

 280 

<< Narrative description of experience and qualifications:  For example, “{Name of 281 

Administrator} has been a licensed administrator since XXXX.  Her current Residential Care 282 

Administrator’s license No. XXXXXXX expires XXXXX.  It was issued by XXXXXX in the State of 283 

XXXX.  Her experience includes XXX.  Since arriving at the facility, XXXX has helped to 284 

increase the revenues and profitability of the project, as evidenced by the increasing effective 285 

gross income and net operating income (NOI).  XXXXX is well qualified and has demonstrated 286 

her ability to act as administrator for the subject facility.”>>        287 

State Surveys 288 

Subject 289 

The application includes the following state surveys that are applicable to this operator (need not 290 

exceed the last three years of operations):  291 

 292 

       <<date of survey>> 

       <<date of survey>> 

       <<date of survey>> 

 293 

Key Questions 294 

 Yes  No 

1. Do the State Surveys identify any instances of actual harm and/or immediate 

jeopardy?  . ........................................................................................................    
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 Yes  No 

2. Are there currently any open findings?   ...........................................................    

 295 

If you answer “yes” to any of the above questions, please briefly address below.  296 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        297 

 298 

General Review and Findings 299 

<< Narrative description of review:  For example, “The {date} state survey inspection letter 300 

indicates that there were X deficiencies.  The deficiencies….”>>        301 

 302 

Other Facilities Operated or Managed 303 

<<This section is only applicable for SKILLED NURSING facilities. >> 304 

 305 

Key Questions 306 

 Yes  No 

1. Do any State Surveys identify any instances of actual harm and/or 

immediate jeopardy?  . ......................................................................................    

2. Are there currently any open findings?   ...........................................................    

 307 

If you answer “yes” to any of the above questions, please briefly address below.  308 

 309 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        310 

 311 

General Review and Findings 312 
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<< Narrative description of review:  For example, “The most recent state survey inspections are 313 

provided for XX skilled nursing facilities that are owned, operated, or managed by XXXX.  The 314 

underwriter has reviewed the findings and found….”>>        315 

 316 

Resident Rental and Service Agreement 317 

Q: With whom do residents sign an agreement for their bed/unit and their healthcare services? 

A: <<Borrower, operator, management agent or other (identify)>>        

Operation of the Facility 318 

Administrator  319 

Name:       

Employed by:        <<Name of entity who employs/pays administrator>> 

Facility Start Date:        <<Date started at this facility as Administrator>> 

 320 

<<Narrative description of experience and qualifications - For example, “{Administrator} has 321 

been a licensed administrator since XXXX.  Her current Residential Care Administrator’s 322 

license No. XXXXXXX expires XXXXX.  It was issued by XXXXXX in the State of XXXX.  Her 323 

experience includes…  Since arriving at the facility, XXXX has helped to increase the revenues 324 

and profitability of the project, as evidenced by the increasing effective gross income and net 325 

operating income (NOI).  XXXXX is well qualified and has demonstrated her ability to act as 326 

Administrator for the subject facility.”>>        327 

 328 

Subject’s State Surveys 329 

The application includes the following state surveys issued on the following dates over the last 330 

three (3) years of operations:  (State when the survey was conducted and when the project was 331 

found in compliance.) 332 

 333 

3 Years of Survey Inspections 334 

Date of survey/inspection 

Date state issued letter 

approving  POC 

            

            

            

 335 
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Key Questions 336 
 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?      

 337 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 338 

and how it will be mitigated.  Example: General Review and Findings:  Provide narrative 339 

description of review.  For example: “The {date} state survey inspection letter indicates that 340 

there were X deficiencies.  The deficiencies…”>>        341 

 342 

Staffing 343 

<<Provide narrative description of review.  For example:  “The appraiser and underwriter have 344 

reviewed the current and proposed staffing to be charged to the facility and found it to be 345 

acceptable and within reason…”>>        346 

 347 

Insurance 348 

Professional Liability Insurance (PLI) Coverage 349 

 350 

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

 351 

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:        

Policy Basis:   Per occurrence  Claims made 

Current Expiration:        

Retroactive Date:        

Policy Premium:        

 352 
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Summary of Six-Year Loss History for 
New 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                         

 353 

Key Questions 354 
 Yes  No 

1. Does the insurance policy cover multiple properties?     

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

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

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.)      

9. For all facilities Owned, Operated or Managed by the new 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?     

11. Are there any PLI issues that require special consideration?      
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<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 355 

and how it will be mitigated. 356 

 357 

Example: 1.Multiple properties: The lender notes that the professional liability policy is a 358 

‘blanket’ policy covering XXX facilities, including the subject…{address potential impact of 359 

other facilities on the subject’s coverage} 360 

 361 

Example: 2.Less than 6-year loss history: The claims history reports were examined for the 362 

period XX through XX.  The lender determined that there were no professional liability XX 363 

claims during that period… {Address claims and sufficiency of coverage, etc. based on history}. 364 

 365 

Example: Claims made coverage: The project’s previous professional liability insurance 366 

coverage was a “claims made” form policy with XXXX, which expired XXXX, when the current 367 

policy was put in place.   In XXXX the borrower purchased a “nose coverage” policy which is 368 

the coverage needed when going from a “claims made” form of insurance to a “per occurrence” 369 

form of insurance. The premium for this “nose” coverage liability was a one-time charge and 370 

was paid in XXX.   Because of that additional insurance coverage, the insurance expense for 371 

XXXX was substantially higher than the current expense.  The current “per occurrence basis” 372 

insurance policy covers the entire statute of limitations.  The project’s professional liability 373 

insurance is in compliance with HUD’s requirements. >>        374 

Lawsuits 375 

<< Identify all potential or expected professional liability insurance (PLI) claims in excess of 376 

$15,000 that have been or may be filed for all periods within the statute of limitations for the 377 

state where the claim occurred.  Identify any reserves held for potential claims.  Discuss the risk 378 

associate with each potential PLI claim.  Discuss how that risk is mitigated. Describe the 379 

circumstances, identify the potential award amount, provide evidence and analysis showing that 380 

the suits are covered by PLI insurance, and if the insurance is not sufficient, does the insured 381 

demonstrate adequate funds to cover the potential excess?  Describe any other information that 382 

mitigates the risk.  383 

 384 

As applicable, discuss other types of lawsuits (non-PLI) and describe the potential risk related to 385 

the party’s participation in the proposed project.  Discuss how that risk is mitigated.  If the suit 386 

is closed, does it contribute to a pattern?  Does it materially affect the party’s ability to 387 

participate in the project?  If not closed, describe the circumstances, identify the potential award 388 

amount, provide evidence and analysis showing that the suits are covered by insurance (general 389 

liability), and if the insurance is not sufficient, do they demonstrate adequate funds to cover the 390 

potential excess?  Describe any other information that mitigates the risk.>>        391 

 392 

Recommendation 393 

<<Provide narrative recommendation regarding acceptability of professional and general 394 

liability insurance.  For example: “The new borrower’s professional and general liability 395 

insurance was analyzed in accordance with Handbook 4232.1, Section II Production, Chapter 396 

14 and Appendix 14.1.  The property has XX current potential (threatened) insurance claims at 397 
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this time as reflected on the certification provided by the borrower.  It is {lender’s} opinion that 398 

the information provided above and in the application sufficiently demonstrates that the existing 399 

professional liability coverage meets HUD’s requirements and that the risk from professional 400 

liability issues is sufficiently addressed.  No modifications to the current coverage are 401 

recommended.”>>        402 

 403 

 404 

Staffing 405 

<<Narrative description of review:  For example, “The appraiser and underwriter have 406 

reviewed the current and proposed staffing to be charged to the facility and found it to be 407 

acceptable and within reason….”>>        408 


