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 2 
Public reporting burden for this collection of information is estimated to average 3.0 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 required 7 
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 
Privacy Act Notice: The Department of Housing and Urban Development, Federal Housing Administration, is authorized to collect 13 
the information requested in this form by virtue of: The National Housing Act, 12 USC 1701 et seq. and the regulations at 24 CFR 14 
5.212 and 24 CFR 200.6; and the Housing and Community Development Act of 1987, 42 USC 3543(a).  The information requested 15 
is mandatory to receive the mortgage insurance benefits to be derived from the National Housing Act Section 232 Healthcare Facility 16 
Insurance Program.  No confidentiality is assured. 17 
 18 

 19 

 20 
INSTRUCTIONS:  21 
The Regulatory Agreement provides language requiring prior HUD approval when the collateral 22 

securing a FHA-insured mortgage needs to be modified (see Section 232 Handbook 4232.1, 23 

Section III Asset Management, Chapter 3.4 Request to Release or Modify Original Loan 24 

Collateral for further description of these requirements).  This form should be used if the subject 25 

transaction is for the revision to the security or collateral, HUD requires prior approval for 26 

revisions to the security or collateral of any FHA-insured mortgage.  The narrative is a document 27 

critical to the Changes in Collateral process, which requires includes the following: 28 

 29 

1. Reduction, addition, or sale of beds 30 

2. Easements, eminent domain, or sale of land or other security 31 

 Remodeling*, portions of the mortgaged property 32 

                                                 
* The various forms of Borrower and/or Operator Regulatory Agreements existing on residential care facility 

projects require written approval from HUD prior to remodeling, adding to, subtracting from, reconstructing, or 

demolishing a portion of the mortgaged project.  “Remodeling,” for purposes of this Section, is  defined as 

repairs/improvements that constitute “Substantial Rehabilitation,” as defined in the Section 232 Handbook 4232.1, 

Section II Production, Chapter 2.6.B. 

 

A project qualifies as a “Substantial Rehabilitation” project when:  

1. Hard costs exceed 15% of the project’s value after completion of improvements. (Note: No new appraisal is 

needed. Lender/Applicant may present evidence of reasonable value (i.e., cap rate, current income/assets, 

original appraisal, etc.).  OR 

2. Two or more major building components are being substantially replaced. The component must be significant 

to the building and its use, normally expected to last the useful life of the structure, and not minor or 

cosmetic. Substantially replaced means that at least 50% of the component must be replaced. Examples of 

major building components are: roof structures, wall or floor structures, foundations, plumbing systems 

central heating systems, air conditioning systems, and electrical systems. 
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3. Aadding to, subtracting from, reconstructing, or demolishing portions of the mortgaged 33 

property (capital improvments) 34 

 35 

Each section of the narrative and all questions need to be completed and answered.  If the lender 36 

disagrees and modifies any third-party report conclusions, sufficient detail to justify the changes 37 

must be provided.  This narrative is to identify the strengths and weaknesses of the transactions 38 

and demonstrate how the weaknesses are mitigated.  For further description of these 39 

requirements, please refer to the Section 232 Handbook 4232.1, Section III Asset Management, 40 

Chapter 3.4 Request to Release or Modify Original Loan Collateral. 41 
 42 

1. Charts:  The charts contained in this document have been created with versatility in mind; 43 

however they will not be able to accommodate all situations.  For this reason, you are 44 

allowed to alter the charts as the situation demands.  Be sure to state how you have altered 45 

the charts along with your justification.  Include all the information the form calls for.  Charts 46 

that include blue text indicate names that should be modified by the lender as the situation 47 

dictates. 48 

 49 

2. Applicability:  If a section is not applicable, state so in that section and provide a reason.  Do 50 

not delete a section heading that is not applicable.  The narrative will be checked to make 51 

certain all sections are provided.  If a major section is not applicable, add “ – Not 52 

Applicable” to the heading and provide the reason.  For instance: 53 

 54 

Parent of the Operator – Not Applicable 55 

This section is not applicable because there is no operator. 56 

 57 

The rest of the subsections under the inapplicable section can then be deleted.  This 58 

instruction page may also be deleted. 59 

 60 

3. Format: In addition to submitting the PDF version of the Lender Narrative to HUD, please 61 

also submit an electronic Word version. 62 

 63 

4. Historical Information:  Substantial rehabilitation can encompass a wide range of 64 

renovations—from “gut” rehabilitations that replace or newly construct nearly everything, to 65 

replacements and renovations that barely exceed the substantial rehabilitation threshold.  66 

Because of these types of variables, historical financial data on the previous operations may 67 

not be available or applicable.  In those instances where historical information is not 68 

applicable, the lender should follow the above instructions for inapplicable sections and 69 

provide the reason.  Acceptable reasons for not providing historical data include: the lack of 70 

data due to a sale or previous use or a significant change in use.  Be cautioned that changes in 71 

census mix without a change in the type of license will likely not warrant elimination of the 72 

historical data as an underwriting tool. 73 

 74 

Instead of pasting large portions of text from third-party reports into the narrative, it is preferred 75 

that the lender simply reference the page number and the report.  The focus of this document is 76 

for lender conclusions, analyses, and summaries. 77 

 78 
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Italicized text found between these characters <<EXAMPLE>> is instructional in nature, and 79 

may be deleted from the lender’s final version.  Please use the gray shaded areas (e.g.,      ) for 80 

your response.  Double click on a check box and then change the default value to mark selection 81 

(e.g., ). 82 

 83 

  84 
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<<Insert Project Photo>> 85 
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Executive Summary 209 

FHA number:       

Project name:       

Project location: <<street address, city, county, and state>> 

Lender’s name:       

Lender’s contact:       Contact’s phone #:       

Borrower:       

Operator:       

Management agent:       

General contractor:       

License holder:  Borrower  Operator  Management agent 

 

 210 

Transaction Type:  Please check all that apply. 211 

Change in Beds Change in Land Change in Collateral 

 Reduction of beds 

 Addition of beds 

 Sale of beds 

 Easements 

 Eminent domain 

 Sale of land or other security 

 Remodeling* 

 Adding to property 

 Reconstructing 

 Demolishing portions  

*See Instructions section on page 1 for “remodeling” definition. 

 212 

Complete this table if there is a proposed change in the number or type of beds/units. 213 
 214 

   Licensed  Operating  Licensed Operating  
Type of 

facility: 

 

 Skilled Nursing (SNF):             beds             units 

  Assisted Living (AL):             beds             units 

As Is  Board & Care (B&C):             beds             units 

  Dementia Care:             beds             units 

  Independent Living (IL):             beds             units 

  Total:             beds             units 

 215 

If the collateral changes for this transaction do not impact the type of facility, check here:   216 
   Licensed  Operating  Licensed Operating  
Type of 

facility: 

 

 Skilled Nursing (SNF):             beds             units 

  Assisted Living (AL):             beds             units 

As  Board & Care (B&C):             beds             units 

Proposed  Dementia Care:             beds             units 

  Independent Living (IL):             beds             units 

  Total:             beds             units 

 217 

 218 

 219 

 220 
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 221 

Facility Type 222 

Type of facility:  Skilled Nursing (SNF):  beds  units 

  Assisted Living (AL):  beds  units 

  Board & Care (B&C):  beds  units 

  Dementia Care:  beds  units 

  Independent Living (IL):  beds  units 

  Total:  beds  units 

Select ALL that apply: 223 

 Nursing Home 

  Consists of at least 20 beds. 

  Considered a “Skilled Nursing Facility” by Department of Health & Human Services. 

  

 Intermediate Care Facility 

  Consists of at least 20 beds. 

  Considered an “Intermediate Care Facility” by Department of Health & Human Services. 

  

 Board and Care 

  Consists of at least 5 beds. 

  Provides “Continuous Protective Oversight.” 

  Provides areas for central dining. 

  Offers three meals per day to each resident. 

  Resident must take at least one meal a day. 

  Regulated by the state in accordance with Section 1616(e) of the Social Security Act (Keys 

Amendment) 

  

 Assisted Living 

  Consists of at least 5 units. 

  Provides “Continuous Protective Oversight.” 

  Provides areas for central dining. 

  Offers three meals per day to each resident. 

  Resident must take at least one meal a day. 

  Caters to frail elderly persons (62 years and older) who need assistance with 3 or more activities 

of daily living (ADLs). 

  

 Other  - Requires explanation. <<describe here>>       

 224 
<<NOTE: The above reflect HUD’s definitions of facility or care types.  Those definitions may 225 

not align with state licensing definitions.>> 226 

 227 

Third-party reports provided:  Market Study  Draft 4128Phase I Environmental 228 

  Appraisal  Architecture/Cost Review 229 

 230 
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Lenders Pre-Construction Conference Coordinator Information: 231 

Name:       

Email:       

Phone:       

Mailing address:       

       

 232 

General Overview  233 
<<Provide narrative of rationale for selection of Wage Decision specified.  Be specific about 234 

configurations of kitchens and bathrooms (e.g., kitchenette includes a sink, microwave, and 235 

refrigerator and bathroom includes a commode, sink, and shower, etc.).>>        236 

 237 

Continued Program Eligibility 238 

Key Questions 239 
 Yes  No 

1. Will the facility charge “founder’s fees,” “life care fees,” or other similar 

charges associated with “buy-in” facilities following the completion of the 

proposed capital improvements?  . ...................................................................     

2.1.Upon completion of the proposed collateral changeapital improvements, will 

the facility require more than four residents to share a full bathroom (see 24 

CFR 232.3)?  (Not applicable for SNFs.)   ..........................................  N/A    

3.2.UponFollowing completion of the proposed collateral changeapital 

improvements, will any residents be required to access a qualifying 

bathroom by moving through a public corridor or area (see 24 CFR 232.3)? 

(Not applicable for SNFs.)   .................................................................  N/A    

 Will less than continuous protective oversight be provided at the facility 

upon completion of the collateral change? ......................................................     

 If subject is an assisted living facility, are there residents who do not meet 

the statutory definition of frail elderly (at least age 62 and in need of 

assistance with at least three Activities of Daily Living) upon completion of 

the collateral change?   .........................................................................  N/A    

3. Upon the completion of the collateral change, are there any “minimum 

assistance” requirements necessary to quality under the Section 232 

mortgage insurance program that the facility does not plan to offer?  .............     

4. Has the borrower, operator, or any of their affiliate’s renamed or 

reformulated companies, filed for or emerged from bankruptcy within the 

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

5. Is the borrower, operator, or any of their affiliate’s renamed or reformulated 

companies, currently in bankruptcy?   .............................................................     

6.4.Are there floodways or coastal high hazard areas located on the site of any 

portion of the proposed collateral changecapital improvements?*   ................     

 Upon completion of the collateral change, will the project fail to meet the    
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 Yes  No 

intent of the Section 232 program (i.e., operate as a hospital, clinic, 

diagnostic and treatment center, group practice facility, or halfway house)?  .  

 Has construction or site work commenced without prior HUD approval?  .....     

 Upon completion of the collateral change, will the project be a long-term 

acute care facility?  ..........................................................................................     

 Is the project designated by the Centers for Medicare and Medicaid Services 

(CMS) as a Special Focus Facility (SFF) or similar future designation?  .......     

 240 

<<If you answered “yes” to any of the questions above, this facility will no longer be eligible for 241 

HUD-insured financing. >> 242 

 243 

*Exception: The floodway and coastal high hazard area prohibitions do not apply if only an 244 

incidental portion of the project is in the 100-year floodplain, or for critical actions, the 500-year 245 

floodplain, and certain conditions are met in accordance with 24 CFR 55.12(c)(7). 246 

 247 

Facility Type 248 

 249 
Select ALL that apply: 250 

 Nursing Home 

  Consists of at least 20 beds. 

  Considered a “Skilled Nursing Facility” by Department of Health & Human Services. 

  

 Intermediate Care Facility 

  Consists of at least 20 beds. 

  Considered an “Intermediate Care Facility” by Department of Health & Human 

Services. 

  

 Board and Care 

  Consists of at least 20 accommodations. 

  Provides “Continuous Protective Oversight.” 

  Provides areas for central dining. 

  Offers three meals per day to each resident. 

  Resident must take at least one meal a day. 

  Regulated by the state in accordance with Section 1616(e) of the Social Security Act 

(Keys Amendment) 

  

 Assisted Living 

  Consists of at least 20 units. 

  Provides “Continuous Protective Oversight.” 

  Provides areas for central dining. 

  Offers three meals per day to each resident. 

  Resident must take at least one meal a day. 

  Caters to frail elderly persons (62 years and older) who need assistance with 3 or more 

activities of daily living (ADLs). 

  

 Other  - Requires explanation. <<describe here>>       
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 251 
<<NOTE: The above reflect HUD’s definitions of facility or care types.  Those definitions may 252 

not align with state licensing definitions.>> 253 

 254 

 255 

Scope of Proposed Collateral Changeapital Improvements 256 

<<Provide narrative description of the planned collateral changeapital improvements.  The 257 

description should be sufficiently detailed to provide the HUD aAccount Eexecutive and 258 

reviewers a reasonable understanding of the work involved to assess the impact on the subject 259 

facility and any value concerns.  If the Owner is requesting the change in collateral, pPlease 260 

provide a brief summary of any unique characteristics of the proposal and why the change is 261 

requested.>>        262 

 263 

<<Provide narrative description of funding sources used for collateral change, including the 264 

need for any surplus cash note or other secondary financing.>>        265 

 266 

 267 

Transaction Overview 268 

If the subject transaction involves remodeling that meets the definition of substantial 269 

rehabilitation (as defined in the Instructions section on the first page of the application), adding 270 

to, subtracting from, reconstructing, or demolishing portions of the mortgaged property, you 271 

must also complete the Change in Collateral section of the Lender Narrative. 272 

 273 

Key Questions 274 
 Yes  No 

 Does the transaction involve a mandated judicial release (i.e., involuntary or 

eminent domain partial release of security)?   .................................................     

 Is the transaction a negotiated or voluntary partial release of security (i.e., 

the sale of a portion of the project land, part of a building, major assets, 

etc.)?   ...............................................................................................................     

 Does the transaction involve an increase or reduction in the number of beds 

at the project?   .................................................................................................     

1. Does the transaction involve a change in the current use (e.g., bed type, 

change in commercial space, or care level) of any portion of the project?   ....     

 Will the proposed change in collateral require a building permit?  . ...............     

 Will the proposed transaction require changes to the services currently 

offered by the Operator?   ................................................................................     

 Will the proposed transaction alter the legal description of the subject 

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

2. Does the project have any open HUD or state compliance issues?   ...............     

3. Is the Borrower currently delinquent or has the Borrower previously been 

delinquent on its mortgage loan payments?   ...................................................     
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 Yes  No 

4. Have 10 or more years passed since a Physical Condition Needs Assessment 

(PCNA) was provided to HUD?  (If yes, a PCNA is required with this 

submission.)   ....................................................................................................     

 Will the value of the project be affected (i.e., increase or decrease) by a 

proposed partial release of security?  (If yes, an Appraisal must be provided 

with submission.)   ............................................................................................     

5. Will the current tenants of the subject project be impacted in any way by the 

proposed transaction?   .....................................................................................     

 Will the reimbursement (or sale) amount of the severed portion of the 

project differ from the cash value of the severed portion at the time of 

severance?   .......................................................................................... N/A     

 Does the Borrower wish to use the reimbursement for anything other than to 

pay down the mortgage?   .................................................................... N/A     

 Are any capital funds required for the proposal?   ...........................................     

 Are any workman’s liens, contracts, permits, etc., required for the proposal?     

 Are any repair funds required for the proposal?   ............................................     

 Is the proposal expected to trigger a default or delinquency?   ........................     

 Does the proposed transaction require approval by the state or other 

regulatory agency?   .........................................................................................     

 Does the proposal require a change in the license?  ........................................     

6. Will the proposal require relocation of any residents?  ...................................     

7. Does the proposed transaction involve any significant ground disturbance 

(digging)?   .......................................................................................................     

 Is the project part of a master lease?   ..............................................................     

8. Does the proposal involve any collateral that was in place to mitigate an 

environmental condition? .................................................................................     

9. Are there any waivers proposed for this transaction?   ....................................     

 Will the proposed collateral change require an addition to be built on the 

existing property?   ...........................................................................................     

a. Will the addition be constructed on the existing property/land that is 

encumbered by the HUD-insured mortgage?   ...........................................     

b. Will the addition be constructed on new property/land that is not 

encumbered by the existing HUD-insured mortgage?   .............................     

c. Will the addition improve the financial viability of the project (e.g., adds 

beds with high occupancy or attracts a different payor group that pays a 

higher rate)?   .............................................................................................     

d. Will the addition increase administrative or other non-revenue-producing 

space?   .......................................................................................................     

e. Will the addition have a use that is inconsistent with the existing 

approved use?   ...........................................................................................     
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 Yes  No 

f. Will the new addition be financed with funds secured by the subject 

HUD-insured facility and/or the new addition?   .......................................     

 275 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  As 276 

applicable, discuss the issue and its effect on the project.  Describe any potential risks and the 277 

mitigants.>>        278 

 279 

Risk Factors 280 

Key Questions 281 
 Yes  No 

1. Upon completion of the proposed transaction, will the subject operate any 

portion of the project as a “special use facility”—one that serves a “niche” 

type of market (e.g., psychiatric facilities;  drug, alcohol, or eating disorder 

recovery facilities)?  (See Handbook 4232.1, Section II, Production, Chapter 

2.5E General Section 232 Requirements.)  ......................................................     

2. Upon completion of the proposed transaction, will the subject operate any 

portion of the project as 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)?   ...............................     

3. Is the project located 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).  .......................................     

4. 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.)  .......................     

 282 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 283 
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and how it will be mitigated.>>        284 

 285 

Other Risk Factors Identified by Lender 286 
Additionally, the lender has identified the following risk factors: 287 

 288 

<<Provide discussion on other risk factors identified by the lender and how they are 289 

mitigated.>>        290 

 291 

Strengths 292 

<<Provide discussion of the strengths of the transaction.>>        293 

 294 

Reduction, Addition, or Sale of Beds  295 
 Please check box if this section is not applicable, then click here to skip this section 296 

 297 

Key Questions 298 
 Yes  No 

1. Does the transaction involve an increase or reduction in the number of beds 

at the project?   .................................................................................................     

2. Does the proposed transaction require approval by the state or other 

regulatory agency?   .........................................................................................     

3. Does the proposal require a change in the license?  ........................................     

 299 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  As 300 

applicable, discuss the issue and its effect on the project.  Describe any potential risks and the 301 

mitigants.>>       302 

Independent Units:  As-Is 303 

Program Guidance:  Handbook 4232.1, Section II Production, 2.5.F. 304 

 305 

Select all applicable statements: 306 

 307 

 There will be NO unlicensed/independent beds at the subject. 

 There will be unlicensed/independent beds at the subject; however, the total does not 

exceed 25% of the total beds at the facility. 

 

 a. Total beds:       

b. Unlicensed independent beds:       

c. Independent beds as % of total: <<b / a>> 
 

 

Independent Units:  As-Proposed 

Select all applicable statements: 
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 There will be NO unlicensed/independent beds at the subject. 

 There will be unlicensed/independent beds at the subject; however, the total does not 

exceed 25% of the total beds at the facility. 

 

a. Total beds:       

b. Unlicensed independent beds:       

c. Independent beds as % of total: <<b / a>> 
 

 

 308 

Licensing/Certificate of Need/Keys Amendment 309 

 310 

Total number of beds to be licensed:       311 

 312 

 Check here if Lender has verified that the beds or units in operation are in compliance with 313 

the State licensing agency. 314 

 315 

<<Provide affirmative statement along the lines of:  “The facility is licensed by the State of 316 

{State}’s Department of Health and Welfare as a {Type of Facility} for {X} beds.  The license is 317 

issued to {Name of Entity on License}.  It is effective {date}, through {date}. The license covers 318 

{number of beds}.”>>        319 

 320 

<<Provide affirmative statement along the lines of:  “There is no Certificate of Need (CON) 321 

requirement in {State} for {Type of Facility}.” – OR – “A Certificate of Need (CON), dated 322 

{XXX} was issued by the State of {State} authorizing XX beds…”>>        323 

 324 

<<Applicable on projects with new construction or added units/beds: If a new/updated CON is 325 

required by the local regulatory authorities, it is to be issued to the current license holder. 326 

Provide affirmative statement along the lines of:  “There is no Certificate of Need (CON) 327 

requirement in {State} for {Type of Facility}.” – OR – “A Certificate of Need (CON), dated 328 

{XXX} was issued by the State of {State} authorizing the addition of XX beds…”>>          329 

 330 

<<Applicable to B&C’s:  Provide affirmative statement along the lines of:  “The State of {State} 331 

has certified its compliance with Section 1616(e) of the Social Security Act (Keys 332 

Amendment).”>>       333 

 334 

Easements, Eminent Domain, or Sale of Land or Other 335 

Security 336 
 Please check box if this section is not applicable, then click here to skip this section 337 

 338 
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Key Questions 339 
 Yes  No 

1. Does the transaction involve a mandated judicial release (i.e., involuntary or 

eminent domain partial release of security)?   .................................................     

2. Is the transaction a negotiated or voluntary partial release of security (i.e., 

the sale of a portion of the project land, part of a building, major assets, 

etc.)?   ...............................................................................................................     

3. Will the proposed transaction alter the legal description of the subject 

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

4. Will the value of the project be affected (i.e., increase or decrease) by a 

proposed partial release of security?  (If yes, an Appraisal must be provided 

with submission.)   ............................................................................................     

5. Will the reimbursement (or sale) amount of the severed portion of the 

project differ from the cash value of the severed portion at the time of 

severance?   .......................................................................................... N/A     

6. Does the Borrower wish to use the reimbursement for anything other  

than to pay down the mortgage?   ........................................................ N/A     

 340 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 341 

and how it will be mitigated.>>       342 

 343 

Reduction, Addition, or Sale of Beds (If not applicable, click here to skip 344 

this section) 345 

Independent Units:  As-Is 346 

Program Guidance:  Handbook 4232.1, Section II Production, 2.5.F. 347 

 348 

Select all applicable statements: 349 

 350 

 There will be NO unlicensed/independent beds at the subject. 

 There will be unlicensed/independent beds at the subject; however, the total does not 

exceed 25% of the total beds at the facility. 

 

 a. Total beds:       

b. Unlicensed independent beds:       

c. Independent beds as % of total: <<b / a>> 
 

 

Independent Units:  As-Proposed 

Select all applicable statements: 

 

 There will be NO unlicensed/independent beds at the subject. 

 There will be unlicensed/independent beds at the subject; however, the total does not 
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exceed 25% of the total beds at the facility. 

 

a. Total beds:       

b. Unlicensed independent beds:       

c. Independent beds as % of total: <<b / a>> 
 

 

 351 

Licensing/Certificate of Need/Keys Amendment 352 

 353 

Total number of beds to be licensed:       354 

 355 

 Check here if Lender has verified that the beds or units in operation are in compliance with 356 

the State licensing agency. 357 

 358 

<<Provide affirmative statement along the lines of:  “The facility is licensed by the State of 359 

{State}’s Department of Health and Welfare as a {Type of Facility} for {X} beds.  The license is 360 

issued to {Name of Entity on License}.  It is effective {date}, through {date}. The license covers 361 

{number of beds}.”>>        362 

 363 

<<Provide affirmative statement along the lines of:  “There is no Certificate of Need (CON) 364 

requirement in {State} for {Type of Facility}.” – OR – “A Certificate of Need (CON), dated 365 

{XXX} was issued by the State of {State} authorizing XX beds…”>>        366 

 367 

<<Applicable on projects with new construction or added units/beds: If a new/updated CON is 368 

required by the local regulatory authorities, it is to be issued to the current license holder. 369 

Provide affirmative statement along the lines of:  “There is no Certificate of Need (CON) 370 

requirement in {State} for {Type of Facility}.” – OR – “A Certificate of Need (CON), dated 371 

{XXX} was issued by the State of {State} authorizing the addition of XX beds…”>>          372 

 373 

<<Applicable to B&C’s:  Provide affirmative statement along the lines of:  “The State of {State} 374 

has certified its compliance with Section 1616(e) of the Social Security Act (Keys 375 

Amendment).”>>       376 

 377 

Change in Collateral 378 
 Please check box if this section is not applicable, then click here to skip this section 379 

 380 

Key Questions 381 

 Yes  No 

1. Will the proposed collateral change require an addition to be built on the 

existing property?  (Skip to next section if N/A.)   ................................  N/A    

a. Will the addition be constructed on the existing property/land that is 

encumbered by the HUD-insured mortgage?   ...........................................     

b. Will the addition be constructed on new property/land that is not 

encumbered by the existing HUD-insured mortgage?   .............................     
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 Yes  No 

c. Will the addition have a use that is inconsistent with the existing 

approved use?   ...........................................................................................     

d. Will the new addition be financed with funds secured by the subject 

HUD-insured facility and/or the new addition?   .......................................     

 382 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  As 383 

applicable, discuss the issue and its effect on the project.  Describe any potential risks and the 384 

mitigants.>>       385 

 386 

Project Description 387 

Scope of Construction 388 

<<Narrative description of the planned improvements.  The description should be sufficiently 389 

detailed to provide the HUD underwriterAccount Executive and the HUD review appraiser a 390 

reasonable understanding of the work involved to assess the impact on underwriting and value 391 

concerns.>>        392 

 393 

Proposed Improvement Description 394 

Site 395 

<<Brief narrative description about site to include location, topography, size, frontage, access, 396 

etc. >>        397 

 398 

Building Description 399 

<<Provide narrative description to include “as-is” and “as-proposed” number of buildings; 400 

construction types; floor area; describe common areas; etc. >>        401 

 402 

Zoning 403 

 Legal Conforming  Legal Non-Conforming  Other 

 404 

<<Provide narrative description:  identify local jurisdiction; zoning designation; results of 405 

Zoning Letter provided in application submission; and discuss any variances, conditional uses, 406 

non-conformance or other pertinent issues affecting zoning.>>        407 

 408 

Landscaping 409 

<<Provide narrative description about the “as-is” and “as-proposed” landscaping>>        410 
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Parking 411 

<<Provide narrative description about the “as-is” and “as-proposed” parking including the 412 

number of spaces, compliance with accessibility, adequacy of the parking, and any parking 413 

easements.  Also, discuss any zoning or marketability issues.>>  414 

 415 

Services 416 

<<Provide narrative description of “as-is” and “as-proposed” services to be provided.  Identify 417 

which services will be included in rent and which services will be available for extra charges, as 418 

applicable.>>        419 

 420 

Commercial Space/Income 421 

 422 

Program Guidance:  Handbook 4232.1, Section III Asset Management, Chapter 3.9 

Commercial Space 

 423 

Select one of the following: 424 

 425 

 There will be no commercial space at the subject. 

 

 There will be commercial space at the subject; however, it will not exceed the program 

limitations of 20% of the total net rentable area of the project and 20% of the effective 

gross income. 

 
 a. Total net rentable area :        d. EGI:       

b. Net rentable commercial area:        e. Eff. commercial income:       

c. % of commercial area: <<b / a>>   f. % of commercial income: <<e / d>> 
 

 426 

<<Provide further explanation, if necessary.  If the facility does not meet either of the criteria 427 

above, additional review and waivers may be required before approval for the proposed change 428 

in collateral can be granted.>>        429 

 430 

Bond Premium/Assurance of Completion 431 

<<Provide narrative discussion of either construction bond (bonding company, contractor’s 432 

bond capacity, etc.) or the Assurance of Completion escrow (15% or 25% of contract, cash or 433 

letter of credit, etc.  Also, address whether the surety is listed on the Treasury Circular and is 434 

authorized to issue bonds in the state for the required amount.>>        435 

 436 
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Financial Statements – For Party or Parties Responsible for Financial 437 

Requirements <<enter party(ies) name(s) here>> 438 

<<Complete this section if the borrower entity does not have sufficient financial capacity.>> 439 

 440 

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>> 

 441 

<<Provide a discussion on the borrower’s financial capacity.  Include the percentage of 442 

owner’s equity into the project.  The discussion must address: (1) the borrower’s net worth; 443 

(2) liquidity; (3) the borrower’s  ability to meet the cash requirements of the project; and (4) the 444 

borrower’s ability to meet the financial obligations of the project for the long term.>>        445 

 446 

<<If Personal Financial and Credit Statement (Form HUD-92417-ORCF) is required, provide 447 

discussion on the individual’s financial capacity, net worth, and liquidity.>> 448 

 449 

Effective 

date 
(of HUD-92417) 

Total 

assets 

 

Net worth 

Total 

liquidity 
(cash available) 

 

Comments 

      $      $      $            

 450 

Project Capital Needs Assessment (PCNA)  451 
(Required if more than 10 years have passed since PCNA report has been submitted)  452 

 453 

Date of Inspection:       

Firm:       

Needs Assessor:       

Units Inspected:       units (     % of units) 

 454 

The scope of the inspection consisted of a visual evaluation of the project site, building exteriors, 455 

roof, interior common areas, all mechanical rooms, and a sampling of resident units (as indicated 456 

above).  The report was prepared in accordance with the Project Capital Needs Assessment 457 

Statement of Work. 458 

 459 

Following is a summary of the PCNA conclusions. 460 

 461 
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PCNA Repair Summary 

 PCNA Lender 

Critical Repairs              

Non-Critical Repairs             

 Total Repairs:             

 462 

Key Questions 463 
 Yes  No 

1. Will replacement reserve funds be used to fund any of the required or 

proposed repairs?                                                                                   N/A    

2. Do any of the repairs require drawings and/or specifications?              N/A    

3. Do any of the repairs require relocation of the tenants?                        N/A    

4. Will any of the repairs create vacancy issues requiring an operating deficit 

escrow?                                                                                                  N/A    

5. Will any of the repairs require permits or locality approvals?              N/A    

6. Will any of the repairs require a review by the state licensing  

authority?                                                                                               N/A    

7. Were any specialty reports (e.g., seismic, wood destroying  

organisms, etc.) required?   ..................................................................  N/A    

8. Has the lender suggested a lower dollar amount or fewer repairs than the 

Needs Assessor’s repair conclusions and are they justified?                 N/A    

9. Is further description and detail of the repairs needed in terms of 

inspectability (location and what the need is)?                                      N/A    

10. Are there any non-compliance issues with respect to the design and 

construction requirements ofregard to the Fair Housing Act, Accessibility 

Guidelines (FHAG) and Part Section 504 of the Rehabilitation Act of 1973, 

and the Americans with Disabilities Act, including the applicable 

accessibility requirements (e.g. the Uniform Federal Accessibility Standards 

(UFAS), ADA Standards, and the Fair Housing Accessibility Guidelines)?       

11. Does the PCNA recommend any increases to the annual replacement reserve 

deposit over the next 15 years?   ......................................................................     

 464 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 465 

and how it will be mitigated.>>        466 

 467 

Lender’s Review and Modifications 468 

<<Lender should review the PCNA for any adverse impacts made by the change in collateral 469 

and provide a brief summary of any modifications made by the Lender.  If none, state none.  470 

Example:  “The PCNA’s analysis of reserve requirements included replacement of the facility’s 471 

bus/van.  The Lender has deleted this item as it is not eligible for reimbursement from the 472 

replacement reserve account.”>>        473 



 

Previous versions obsolete  Page 22 of 63 Form HUD-90030-ORCF (mm/yyyy) 

 474 

Reserve for Replacement (R4R) 475 

Program Guidance: Handbook 4232.1, Section III Asset Management, Chapter 3.2 Reserve 

for Replacement Account 

 476 

Annual Replacement Reserve Deposit Summary 

 Annually Per Unit 

Existing deposit to the reserve for replacement $      $      

Additional reserve for replacement proposed 
$      $       

 Total 
$      $       

 477 

<<Provide narrative discussion regarding how the above amounts were determined.>>        478 

 479 

ALTA/ACSM Land Title Survey 480 

 481 

Date:       

Firm:       

 482 

Key Questions 483 
 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 Phase I (if 

applicable)?  . ...................................................................................................     

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

completion of the collateral changeapital improvements?   .............................     

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. Has the legal description changed or will it change from the previously 

approved legal description?  ............................................................................     

 484 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 485 

and how it will be mitigated and the effect on value or the marketability of the project.  For 486 

example, “Encroachments: The survey indicates an encroachment of the adjoining property 487 

fence on the easterly portion of the property.  An encroachment endorsement will be received at 488 

closing.  There is no impact on the value or marketability of the project.>>        489 

 490 
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Title 491 

Title Search 492 

Date of search:       

Firm:       

File number:       

 493 

Key Questions 494 
 Yes  No 

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

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?   ............................................................................................     

 495 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 496 

and how it will be mitigated.>>        497 

 498 

Pro-forma Policy 499 

Date/time:       

Firm:       

Policy number:       

 500 

Key Questions 501 
 Yes  No 

1. Is the title vested in an entity or individual other than the 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?   ........................................................................     
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 Yes  No 

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

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

 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?   ..........................................................................     

 502 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  For 503 

example, “Additional Endorsements: As described in the Risk Factors section of the narrative, 504 

the XXXX does not conform to the past or current zoning requirements.  The lender 505 

recommends…>>        506 

 507 

**START** 508 

 509 

Capital Improvement Scenario 510 

Key Questions 511 
 Yes  No 

1. Will the proposed capital improvement project require a building permit?  . .     

2. Will completion of the proposed capital improvement require changes to the 

services currently offered by the Operator?   ...................................................     

3. Will the proposed capital improvement alter the legal description of the 

subject property?  . ...........................................................................................     

4. Will the proposed capital improvement project require an addition to be built 

on the existing property?   ................................................................................     

a. Will the addition be constructed on the existing property/land that is 

encumbered by the HUD-insured mortgage?   ...........................................     

b. Will the addition be constructed on new property/land that is not 

encumbered by the existing HUD-insured mortgage?   .............................     

1. Will the addition improve the financial viability of the project (e.g., adds 

beds with high occupancy or attracts a different payor group that pays a 

higher rate)?   .............................................................................................     

2. Will the addition increase administrative or other non-revenue-producing 

space?   .......................................................................................................     

3. Will the addition have a use that is inconsistent with the existing 

approved use?   ...........................................................................................     

4. Will the new addition be financed with funds secured by the subject 

HUD-insured facility and/or the new addition?   .......................................     

 512 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        513 

 514 
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Environmental 515 

 516 
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Program Guidance: Handbook 4232.1, Section II Production, Chapter 7 Environmental 

Review. 

 

Important Note: Every Change in Collateral application must satisfy the environmental 

review requirement.  Handbook 4232.1, Section III, Chapter 3.4.4 states that an environmental 

review as required by 24 CFR Part 50 will be conducted in accordance with Production 

Handbook, Chapter 7 on any proposal for remodeling, adding to, subtracting from, 

reconstructing, or demolishing a portion of the mortgaged project.  Please note, the CPD 

memorandum on Guidance for Categorizing an Activity as Maintenance for Compliance with 

HUD Environmental Regulations, 24 CFR Parts 50 and 58 (CPD-16-02) only applies to 

determinations of whether an environmental review is required on refinance loans in 

Production/underwriting. This policy memo supersedes the memo dated March 28, 2006 on 

this subject. 

 

Phase 1 Environmental Site Assessment and 4128 reviews are required if the proposed 

transaction includes:  

a. Significant ground disturbance (digging) or construction not contemplated in the 

original application.  

b. A change in land use from commercial to residential.  

c. Site expansion or addition. 

d. Any activities that may result in contaminant exposure pathways or activities not 

contemplated in the original application. 

 

It is the lender’s responsibility to review the Phase I, if required, and all other environmental 

documentation to ensure that all environmental requirements are met.  Many federal agencies 

require contact directly from HUD.  This list includes, but is not limited to, State Coastal Zone 

Management councils, U.S. Fish and Wildlife Service, and local/regional Native American 

tribes.  In this instance, please contact LeanThinking@hud.gov in advance of the application 

submission. 

 

When HUD’s approval is required for an activity that involves improvements, reconstruction, 

demolition, addition (land or building), or repairs that go beyond the level of maintenance, an 

environmental review pursuant to 24 CFR Part 50 is required prior to HUD’s approval of the 

activity.  If the proposed action is limited to a maintenance activity (e.g., in-kind replacement 

or incidental maintenance of external and internal building features), the action is excluded 

from environmental review under 24CFR 50.19(b)(13)(Operating Costs).  Unlike repairs and 

improvements, maintenance activities do not materially add to the value of the building, 

appreciably prolong its useful life, or adapt it to new uses. 

 

A new Phase I ESA in accordance with ASTM E 1527-13 (or the most recent edition) is 

required if the activity being approved involves: 

 

mailto:LeanThinking@hud.gov
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1. Significant ground disturbance (digging) or construction not contemplated in the 

original application. 

 

2. A change in land use not contemplated by the original risk-based mitigation conducted on 

the site (i.e., from commercial to residential). 

 

3. Site expansion or addition. 

 

4. Any other activities that may result in contaminant exposure pathways or activities not 

contemplated in the original application. 

 

 517 

Phase I Environmental Site Assessment (as applicable) 518 

 519 

Date of inspection:       

Firm:       

Consultant:       

 520 

Key Questions 521 
 Yes  No 

1. Was the Phase I Environmental Site Assessment (ESA) performed in 

accordance with the scope and limitations of ASTM Practice E1527-13 (or 

the most current version)?   ..............................................................................     

g.2.Does the report recommend a Phase II assessment, other reports, or 

additional testingWas the Phase I consultant provided with an accurate 

description of all repairs, site work, construction and/or demolition to be 

completed?  . ....................................................................................................     

h.3.Does the vapor encroachment screen amendment to the Phase I identify a 

“vapor encroachment condition” (VEC)Does the Phase I investigation 

include all of the following:  ?a reconnaissance of the subject site and the 

immediate surrounding area; a review of regulatory agency information; a 

survey of local geological and topographical maps; a review of aerial 

photographic studies; a survey of water sources; and a review of historical 

information.  (The vapor encroachment screen must be performed using the Tier 1 “non-

invasive” screening pursuant to ASTM E 2600-10.)   ...................................................     

i. Does the report indicate evidence of any soil staining or distressed 

vegetation, unusual odors, pools of liquid, leaking containers or equipment, 

hazardous materials or other unidentified substances?   ..................................     

j. Does the report indicate evidence of any chemical misuse or unlawful 

dumping at the site?   .......................................................................................     

k. Does the report indicate the presence or suspected presence of any    
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 Yes  No 

underground storage tanks or aboveground storage tanks on the site?   ..........  

l. Does the report’s review of all major governmental databases for listings of 

potentially hazardous sites within the ASTM required search distances from 

the property identify any potential contamination concerns for the property?      

m. Do the Phase I or Phase II reports recommend any required actions or 

conditions?   .....................................................................................................     

 522 

<<Provide narrative explanation for any “no” answer above.>>       523 

 524 

Key Questions 525 
 Yes  No 

1. Does the Phase I ESA report recommend a Phase II assessment, other 

reports, or additional testing?  . ........................................................................     

2. Does the Phase I or II assessment indicate that remediation is required or 

ongoing?   .........................................................................................................     

3. Does the Phase I ESA indicate that a monitoring well or testing well 

(operating or non-operating) is located on the site?   .......................................     

4. Does the report indicate evidence of any chemical misuse or unlawful 

dumping st the site?   ........................................................................................     

5. Does the vapor encroachment screen amendment to the Phase I identify a 

“vapor encroachment condition” (VEC)?  (The vapor encroachment screen must be 

performed using the Tier 1 “non-invasive” screening pursuant to ASTM E 2600-10 or most 

recent edition.)   ...................................................................................................     

6. Does the report indicate evidence of any soil staining or distressed 

vegetation, unusual odors, pools of liquid, leaking containers or equipment, 

hazardous materials or other unidentified substances?   ..................................     

7. Does the report indicate the presence or suspected presence of any 

underground storage tanks or aboveground storage tanks on the site?   ..........     

8. Does the report’s review of all major governmental databases for listings of 

potentially hazardous sites within the ASTM required search distances from 

the property identify any potential contamination concerns for the property?      

9. Do the Phase I or Phase II reports recommend any required repairs?   ...........     

10. Is the Phase I site inspection date more than 180 days before the date the 

application was submitted?  A Phase I that was conducted more than 180 

days before the application’s submission, but not more than one-year before 

the submission, must be updated pursuant to ASTM E 1527-13 or the most 

recent edition.  (A Phase I ESA that was originally conducted more than one 

year prior to the application’s submission date, even if updated within 180 

days of submission, is not acceptable.  ORCF is not able to waive this 

requirement.)   ..................................................................................................     

11. Does the land area in the Phase I differ from the land area in the survey?   ....     

 526 

 527 



 

Previous versions obsolete  Page 29 of 63 Form HUD-90030-ORCF (mm/yyyy) 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 528 

and how it will be mitigated.>>        529 

 530 

Radon 531 

Program Guidance:  Handbook 4232.1, Section II, Production, Chapter 7.8.  Projects should 532 

follow the Substantial Rehabilitation guidance for the existing portion of the building and any 533 

addition should follow the New Construction guidance. 534 

 535 

Date of Testing:       

Firm:       

Radon Professional:       

Certification/License 

Information:       

EPA Radon Zone:       

 536 

Key Questions—Existing Building 537 
 Yes  No 

1. Was the radon report conducted by a qualified Radon Professional?    

2. Was testing performed no earlier than 1 year prior to application 

submission?    
3. Were occupants informed of the testing in the manner described in 

ANSI-AARST MALB-2014 (or more recent edition)?    

4. Is mitigation required due to radon levels at or above 4.0 picocuries per 

liter (4.0 pCi/L)? (If no, move on).    

a. Is a mitigation plan in compliance with ANSI-AARST RMS-LB 2014, 

Radon Mitigation Standards for Schools and Large Buildings included in 

the construction scope of work?     

b. Was an Operations and Maintenance Plan included in the application?    

<<Provide narrative discussion of radon risk applicable to the subject project.>>       538 

Key Questions—New Construction Portion of the Project 539 
 Yes  No 

1. Does the construction scope of work include radon resistant construction 

as required by Chapter 7.8? 
   

<<Provide narrative discussion of radon risk applicable to the subject project.>>       540 

 541 
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Radon 542 

Program Guidance:  Handbook 4232.1, Section II, Production, Chapter 7 Environmental 543 

Review. 544 

 545 

A radon report is not required for Section 223(f) project applications that are located in Zone 3 546 

of the EPA Map of Radon Zones if they are confirmed to have a low radon risk.  Appropriate 547 

documentation must be provided to support a low radon risk determination. 548 

 549 

Date of Inspection:       

Firm:       

Consultant:       

EPA Radon Zone       

 550 

Key Questions 551 
 Yes  No 

 Is the subject located in Zone 1 or 2 of the EPA Map of Radon Zones, or 

Zone 3 without confirmation of low radon risk?  (If yes, a radon report is 

required.  If no, move on.)   ..............................................................................     

 Was the radon report conducted by a qualified Radon Professional?  . .....     

 Was testing performed no earlier than 1 year prior to application 

submission?   ..............................................................................................     

 Were occupants informed of the testing in the manner described in 

AARST MALB-2014?   .............................................................................     

 Is mitigation required due to radon levels at or above 4.0 picocuries per 

liter (4.0 pCi/L)?  (If no, move on.)   ..........................................................     

 Is a mitigation plan in compliance with ANSI-AARST RMS-LB 

2014, Radon Mitigation Standards for Schools and Large Buildings 

included in the repairs?  .......................................................................     

 552 
<<Provide narrative discussion of radon risk applicable to the subject project.>>       553 

 554 

Other Environmental Concerns 555 

 556 

Key Questions 557 
 Yes  No 

1. Is the subject located within a designated coastal barrier resource area? (If 

“no,” provide evidence.)   ................................................................................     

2. Noise:    

a. Is the subject located within 5 miles of a civil airport or within 15 miles 

of a military airfield?   ................................................................................     

b. Is the project located within 1,000 feet of major highways or busy roads?     
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 Yes  No 

c. Is the project located within 3,000 feet of a railroad?   ..............................     

d. Is the subject’s marketability impacted by noise? .....................................     

3. Are there existing or proposed stationary tanks containing explosive or fire-

prone materials on the site or nearby the site that are visible from satellite 

images or site reconnaissance?   ......................................................................     

a. Was a safety letter from the state or local fire department NOT provided 

for each tank?                                                                                   N/A    

4. Are there any wetlands on or adjacent to the subject site?   ............................     

a. If so, will the project impact or disturb wetland areas or their buffer 

zones?   ...........................................................................................  N/A    

5. Are any repairs or modifications to the project likely to affect any listed or 

proposed endangered or threatened species or critical habitats?   ...................     

6. Is the subject located on a sole source aquifer?   .............................................     

7. Are there any known landfills within ½-mile of the site?   ..............................     

8. Is the project subject to an Activity and Use Limitation, Engineering 

Control, and/or Institutional Control related to an environmental concern? (If 

so, provide the information to the Phase I environmental consultant.)   .........     

9. Does the project utilize a private water supply?  (If so provide evidence that 

the water quality meets local, state or Federal standards; for example, 

evidence that the water meets the EPA Primary Drinking Water Standards.)      

10. Does the project involve a private sewage treatment system?   .......................     

11. Are any on-site structures located within the easement of an overhead high 

voltage transmission line?   ..............................................................................     

12. Are any buildings located in the fall zone of a support structure for high 

voltage transmission lines or any other towers?   ............................................     

13. Is any structure located within 10 feet of an easement for a high pressure gas 

or liquid petroleum transportation pipeline?   ..................................................     

14. Is a residential structure located within 300 feet of an operating or 

abandoned oil or gas well?  (If so, refer to Handbook 4232.1, Section II 

Production, 7.5.K.3.)   ......................................................................................     

15. Do any of the repairs or improvements change the footprint of the 

building(s)?   ....................................................................................................     

16. Does the project site include a structure that was built before 1978?  (If no, 

move on.)   ........................................................................................................     

a. Was a comprehensive asbestos survey performed by a qualified asbestos 

inspector pursuant to the “baseline survey” requirements of ASTM E 

2356-10 (or most recent edition) NOT provided?  (Required for all 

buildings constructed before 1978.  If provided, check “No.”)   ...............     

b.  Did the asbestos survey identify any friable and/or damaged asbestos?  .     
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 Yes  No 

c. Does the project involve asbestos removal?  (Asbestos removal may 

involve additional risk, and may have a direct impact on residents and 

workers, and ongoing facility operations.)   ..............................................     

17. Does the proposal include demolition of a structure that was built before 

1978?  (If “no”, move on.)   .............................................................................     

a. Was a comprehensive asbestos survey performed by a qualified 

inspector pursuant to the “pre-construction survey” requirements of 

ASTM E 2356-10 (or most recent edition) NOT provided?    

18. Other than the aforementioned, are there any other environmental issues 

identified by the Phase I or II reports or lender’s due diligence?   ..................     

19. Was a floodplain map with the subject site clearly marked on it NOT 

provided?   ........................................................................................................     

20. Was a preliminary or pending flood map of the project’s location available 

on the FEMA website?  (If so, provide a copy of this map with the subject 

site marked on it.)   ...........................................................................................     

21. Was a wetland map with the subject site clearly marked on it NOT 

provided?   ........................................................................................................     

 558 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 559 

and how it will be mitigated.>>        560 

 561 

Site Work, Ground Disturbance or Digging 562 

Program Guidance:  Handbook 4232.1, Section II Production, Chapter 7.5 Environmental 

Review 

 

If the proposed transaction includes any ground disturbance, contact LeanThinking@hud.gov 

in advance of application submission so that ORCF may initiate agency-to-agency contact.  

Include the Tribal Notification documents as described in the Collateral Change Checklist. 

 

Examples of ground disturbance include, but are not limited to, tree removal, burying a tank, 

new parking, changes in building footprint, adding a new fence, etc.  If there is uncertainty 

regarding what may constitute ground disturbance, contact LeanThinking@hud.gov in 

advance of application submission. 

 563 

Key Questions 564 
 Yes  No 

1. Will there be any site work, construction, ground disturbance or digging?  (If 

“no,” move on.)   .............................................................................................  

 

   

2. Was a request for Tribal Consultation with Tribal Notification submitted to 

LeanThinking@hud.gov in advance of application submittal?    ....................     

3. Was a site plan provided that describes where site work, ground disturbance, 

and/or digging will occur?   .............................................................................     

mailto:LeanThinking@hud.gov
mailto:LeanThinking@hud.gov
mailto:LeanThinking@hud.gov
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 Yes  No 

4. Was documentation provided showing that a Section 7 Endangered Species 

review was completed?   ..................................................................................     

5. Was evidence that the project is in compliance with the State’s Coastal  

Zone Management Program provided if located in a designated coastal 

zone?   ..................................................................................................  N/A    

6. Did the correspondence with the State Historic Preservation Office (SHPO) 

accurately reflect the proposed site work, ground disturbance, or digging as 

well as any planned repairs and/or construction?   ..........................................     

7. Are there any wetlands on or adjacent to the site that could be potentially 

impacted by the construction or site work either directly or indirectly via 

drainage, etc.?  .................................................................................................     

a. If “yes,” was HUD contacted in advance to conduct an 8-Step decision-

making process review?   ..........................................................................     

8. Is the project site located in a flood plain?   .....................................................     

a. If the footprint of the building or pavement will be significantly 

increased, was HUD contacted in advance to conduct the 8-step 

decision making process (24 CFR Part 55.20)?   ......................................     

 565 

<<Provide relevant narrative for above questions.>>        566 

 567 

 568 

Program Guidance – Above-ground storage tanks (ASTs): 

 

HUD is required to qualitatively evaluate the risks associated with proximity to hazardous 

facilities.  ORCF reviews on Section 232 projects will consider the potential danger presented 

by liquid fuel and gas aboveground storage tanks (ASTs).  When existing or proposed ASTs 

are located onsite or when offsite tanks are visible from the property, a calculation of the 

Acceptable Separation Distance must be included with this application. 

 569 

General Overview 570 
The Phase I Environmental Site Assessment (ESA) was performed in conformance with the 571 

scope and limitations of ASTM Practice E 1527-05 <<Because ASTM may amend these 572 

requirements, please reference the most current version.>>  The investigation specifically 573 

included a reconnaissance of the subject site and the immediate surrounding area, a review of 574 

regulatory agency information, a survey of local geological and topographical maps, a review of 575 

aerial photographic studies, survey of water sources, a review of historical information, and a 576 

limited visual inspection for suspect asbestos containing materials (ACMs).  577 

 578 
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Other Potential Environmental Concerns 579 

Key Questions 580 
 Yes  No 

1. Is the project located within a designated coastal barrier resource area  . .......     

2. Is the project located within 5 miles of a civil airport or within 15 miles of a 

military airfield?   .............................................................................................     

3. Is the project located within 1,000 feet of major highways or busy roads  .....     

4. Is the project located within 3,000 feet of a railroad?   ....................................     

5. Are there existing or proposed stationary tanks containing explosive or fire-

prone materials of 100 gallons or larger on the site or nearby the site that are 

visible from satellite images or site reconnaissance?   .....................................     

6. Are there any wetlands on the subject site?   ...................................................     

1. If so, will the project impact or disturb wetland areas or their buffer 

zones?   ............................................................................................  N/A    

7. Is any construction of the project likely to affect any listed or proposed 

endangered or threatened species or critical habitats?   ...................................     

8. Is the project located on a sole source aquifer?  ..............................................     

9. Are there any known landfills within ½-mile of the site?   ..............................     

10. Are any buildings located (existing or proposed for construction) in the fall 

zone of any high voltage power transmission or other towers?   .....................     

11. Does the project include a structure that was built before 1978?   ..................     

2. If so, was a comprehensive asbestos survey performed by a qualified 

asbestos inspector pursuant to the “baseline survey” requirements of 

ASTM E 2356-10 provided (required for all buildings constructed 

before 1978)?   .................................................................................  N/A    

 581 

<< For each “yes” answer above, provide a narrative discussion on the topic describing the 582 

risk and how it will be mitigated. For example:  Item 11 - Existing Structures on Site:  A vacant 583 

one-story house and two storage sheds currently occupy the site.  The current owner of the land 584 

will be relocating these structures prior to initial closing, at no cost to the Borrower.  Therefore, 585 

no off-site or demolition costs are anticipated. 586 

 587 

Because of the existing structures, we have addressed potential asbestos and lead-based paint 588 

concerns.  A qualified assessor evaluated the house and outbuildings for asbestos containing 589 

materials.  A comprehensive asbestos survey was performed pursuant to the “baseline survey” 590 

requirements of ASTM E 2356-10 and no asbestos containing materials were identified.    A 591 

visual inspection by the environmental assessor also indicated that there is no evidence of 592 

peeling paint and no suspect lead-based paint containing surfaces were identified.  Given the 593 

condition of the paint, the fact that the buildings are not occupied, and the fact that they will be 594 

relocated prior to the start of construction, the underwriter and the assessor conclude that no 595 

further action is warranted.>>        596 

 597 
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State Historic Preservation Office (SHPO) Clearance 598 

 599 

<<Provide narrative description indicating whether or not SHPO has been contacted, 600 

information sent to SHPO, and any response received.  For example: “Since we are not making 601 

changes to the exterior of the building, there is no impact on any historical property.”>>        602 

 603 

Key Questions 604 
 Yes  No 

1. Was the SHPO contacted?   .............................................................................     

2. Was the SHPO website for the project’s state reviewed for any specific 

information required by that SHPO and was this information provided?  .......     

3. Was all correspondence with the SHPO provided in this application?  ...........     

A.4. ............................................................................................................ A
re there any known historic preservation issues related to the subject?  . ........     

B.5.............................................................................................................. H
ave any other archeological or cultural resource centers been consulted?   .....     

 605 

 606 

<<As applicable, for each “yes” answer above, provide a narrative discussion on the topic.  For 607 

example, “We have received a letter from the XXXX State Historic Society, dated XXXX.  It was 608 

determined that the site is of no historical or suspected cultural significance.  No additional 609 

investigation was recommended by the State.”  Please indicate if a response has not been 610 

received.  If the SHPO concluded that the proposed project will have an adverse effect, please 611 

explain how this will be mitigated.>>        612 

 613 

Area of Potential Effects 614 

Program Guidance:  Handbook 4232.1, Section II Production, Chapter 7 Environmental 

Review. 

 

In situations where the SHPO was contacted, provide a description of the Area of Potential 

Effects (APE) that was included in the correspondence that was sent to the SHPO. 

 615 

<<Provide a narrative discussion on the Area of Potential Effects.  For example: “The subject is 616 

located in the X Historic District, so we have determined that the APE is the entire Historic 617 

District.” Or, “The subject is not located near any properties that are on or eligible for the 618 

National Register of Historic Places, so the APE is only the subject site., etc. >>        619 

 620 

Flood Plain 621 

NFIP Map Panel #:       Date:       

Flood Zone:         

 622 
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<<When in Zone X, indicate whether it is designated as X “shaded” or “unshaded.”  When the 623 

site is located in multiple flood zones, identify each zone designation.  For example: “X 624 

(unshaded), X (shaded), AE.”>> 625 

 626 

How did the SHPO respond regarding the Historic Preservation Review? 

 No potential to cause effect. 

 No adverse effect. 

 Adverse effect (explain below). 

 Other (please describe):        

 Not applicable; response has not yet been received. 

 627 

<<If the SHPO concluded that the project will have an adverse effect, please explain how this 628 

will be mitigated.>>        629 

 630 

Tribal Consultation 631 

<<Activities that require HUD consultation with federally-recognized tribes include:  ground 632 

disturbance (digging), new construction in undeveloped natural areas, introduction of 633 

incongruent visual, audible, or atmospheric changes, work on a building with significant tribal 634 

association, and transfer, lease, or sale of properties that may have religious and cultural 635 

significance to tribes. 636 

 637 

Tribal consultation must be initiated by HUD and the activity must not begin before HUD 638 

completes its environmental review.  If tribal consultation is required, the ORCF Account 639 

Executive should be notified as early as possible or upon submission of your request for 640 

approval of capital improvements so a Tribal Consultation can be initiated by HUD.>>        641 

 642 

Key Questions 643 
 Yes  No 

1. Does the proposed capital improvement involve activities that require Tribal 

Consultation?  . ................................................................................................     

2. Has the ORCF Account Executive been notified that a Tribal Consultation is 

required for the proposed capital improvements?   ..........................................     

 644 

<<As applicable, for each “yes” answer above, provide a narrative 645 

discussion on the topic.  If the ORCF has been notified that a Tribal 646 

Consultation is required, please indicate the name of the individual 647 
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notified, the date they were notified, and how they were notified (i.e., by 648 

email, first-class mail, etc.). >>        649 

 650 

Flood Plain 651 

NFIP Map Panel #:       Date:       

Flood Zone:         

 652 

Key Questions 653 
 Yes  No 

1. Does the community participate in the National Flood Insurance Program 

(NFIP)?  (A project located in a FEMA-identified special flood hazard area, where the 

community has been suspended for or does not participate in the NFIP, is not eligible for 

mortgage insurance.)   ...........................................................................................     

2. Is flood insurance required for this property?   ................................................     

2.3.Is the subject located within athe 100- year flood plain (1% annual chance 

flood) or or 500-year flood plain (0.2% chance of annual flood)?  (If “no,” 

move on.)  (Use the effective FEMA Flood Insurance Rate Map (FIRM) or, when FEMA 

provides interim flood hazard data such as Advisory Base Flood Elevations, preliminary or 

pending maps, use the latest of these sources except when the base flood elevations from 

interim data are lower than the elevations on the the current FIRM.)*   ..........................     

3.4.If located in a 100-year or 500-year flood plain, was the 8-step 

documentation not provided to LeanThinking@hud.gov in advance of 

application submission?Does the Standard Flood Hazard Determination 

Form indicate that the subject is located within the 100- or 500-year 

floodplain?*  ....................................................................................................     

4. Is flood insurance required for this property?   ................................................     

 654 

<<Provide a narrative discussion evaluating the flood plain exhibits.)>>       655 

<<*If the project is in a 100- or 500-year floodplain, provide a narrative discussion evaluating 656 

the floodplain exhibits required on the application checklist with detailed information about how 657 

the property will be altered and improvements designed.  Include the elevation of the property, 658 

the elevation of the floodplain, and the location of life support systems.)>>        659 

 660 

Project Description 661 

Site 662 

<<Brief narrative description about site to include location, topography, size, frontage, access, 663 

etc. >>        664 

 665 

Neighborhood 666 

<<Brief narrative description about neighborhood area to include major cross streets and 667 

access routes; distance to services, hospitals, etc.; adjacent property uses; predominant 668 

character or neighborhood; etc.>>        669 

 670 

mailto:LeanThinking@hud.gov
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Zoning 671 

 Legal Conforming  Legal Non-Conforming  Other 

 672 

<<Provide narrative description:  identify local jurisdiction; zoning designation; results of 673 

Zoning Letter provided in application submission; and discuss any variances, conditional uses, 674 

non-conformance or other pertinent issues affecting zoning.>>        675 

 676 

Utilities 677 

<<Provide narrative description:  identify utilities proposed for use at site.  Discuss any 678 

limitations in service and any other issues that would affect the operation of the facility.  Also, 679 

clearly identify the utilities to be paid by the residents.>>        680 

 681 

Improvement Description 682 

Building Description 683 

<<Provide narrative description to include “as-is” and “as-improved” number of buildings; 684 

construction types; floor area; describe common areas; etc. >>        685 

 686 

Landscaping 687 

<<Provide narrative description about the “as-is” and “as-improved” landscaping>>        688 

Parking 689 

<<Provide narrative description about the “as-is” and “as-improved” parking including the 690 

number of spaces, compliance with accessibility, adequacy of the parking, and any parking 691 

easements.  Also, discuss any zoning or marketability issues.>>  692 

 693 

Unit Mix & Features 694 

<<Complete “as-is” and “as-improved” tables or provide equivalent detail.>> 695 

 696 
As-is Unit Mix 697 
(Double click inside the Excel Table to add information) 698 

Unit Bed Unit Care

Line Qty Qty Bdrms Baths Sqft Type

A

B

C

D

E

F

G

H

I

J

Totals: - -  699 
 700 
As-improved Unit Mix 701 
(Double click inside the Excel Table to add information) 702 
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Unit Bed Unit Care

Line Qty Qty Bdrms Baths Sqft Type

A

B

C

D

E

F

G

H

I

J

Totals: - -  703 
 704 

Living Unit Description 705 
<<Provide brief narrative description of the “as-is” and “as-improved” units including: 706 

bathrooms, appliances, flooring, included furnishings, hook-ups, patios, etc. >>        707 

 708 

Services 709 

<<Provide narrative description of “as-is” and “as-improved” services to be provided.  Identify 710 

which services will be included in rent and which services will be available for extra charges, as 711 

applicable.>>        712 

 713 

Commercial Space/Income 714 

Select one of the following: 715 

 716 

 There will be no commercial space at the subject. 

 

 There will be commercial space at the subject; however, it will not exceed the program 

limitations of 20% of the total net rentable area of the project and 20% of the effective 

gross income. 

 
 a. Total net rentable area :        d. EGI:       

b. Net rentable commercial area:        e. Eff. commercial income:       

c. % of commercial area: <<b / a>>   f. % of commercial income: <<e / d>> 
 

 717 

<<Provide further explanation, if necessary.  If the facility does not meet either of the criteria 718 

above, additional review and waivers may be required before approval for the proposed capital 719 

improvements can be granted.>>        720 

 721 

Program Guidance: 

 

The commercial limits are a maximum of 20% of the gross floor area of the project and 20% 

of the gross project income.  Commercial space that is intended to exclusively serve the 

residents of the facility is not counted toward the 20% space and income limitations.  Non-
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resident adult day care space will not be considered commercial space.  However, the adult 

day care space may not be located on a separate site, the space may not exceed 20% of the 

gross floor area of the facility, and the income may not exceed 20% of gross income.  (Provide 

a Certificate of Need or operating license, if applicable.) 

 

 722 

Independent Units 723 

Select all applicable statements: 724 

 725 

 There will be NO unlicensed/independent units at the subject. 

 

 There will be unlicensed/independent units at the subject; however, the total does not 

exceed 25% of the total beds at the facility. 

 

 a. Total beds:       

b. Unlicensed independent beds:       

c. Independent beds as % of total: <<b / a>> 
 

  

 A waiver is requested to exceed 25% of the total beds at the facility. 

 726 

Program Guidance: 

 

It has been longstanding policy that HUD will allow up to 25% of the units in a Section 232 

facility to be Independent Living (IL) units.  This policy remains unchanged under Lean.  

However, please note the following: 

 

 The facility must offer services to all residents in the project comparable to those found 

in a skilled nursing facility, assisted living facility, board and care, or intermediate care 

facility. 

 

 A license is not required for the IL units; however, all of the other units in the facility 

must be licensed. 

 

 Waivers to exceed the 25% limit will be considered on a case-by-case basis for good 

cause. Please note that waivers have not been provided when the number of IL units exceeds 

30% of the total project units. 

 727 

Licensing/Certificate of Need/Keys Amendment 728 

 729 

<<Provide affirmative statement along the lines of:  “The facility is to be licensed by the State of 730 

{State}’s Department of Health and Welfare as a {Type of Facility} for {X} beds.  The license is 731 

to be issued to {Name of Entity on License}.”  Describe the licensing process. It is effective 732 

{date}, through {date}. The license covers {number of beds}.”>>        733 

 734 

<<Provide affirmative statement along the lines of:  “There is no Certificate of Need (CON) 735 

requirement in {State} for {Type of Facility}.” – OR – “A Certificate of Need (CON), dated 736 
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{XXX} was issued by the State of {State} authorizing XX beds…”>>  For skilled nursing, where 737 

the state does not require a CON, discuss the required independent study conducted by the state 738 

or commissioned by the state of market need and feasibility.  Include in the discussion the 739 

number of beds and the date through which it is current.        740 

 741 

<<(Applicable to B&C’s.)  Provide affirmative statement along the lines of:  “The State of 742 

{State} has certified its compliance with Section 1616(e) of the Social Security Act (Keys 743 

Amendment).”>>       744 

 745 

Risk Factors 746 

Key Questions 747 
 Yes  No 

1. Is debt service coverage of the current FHA-insured loan less than 1.45?  

     

2. 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)?       
 748 
<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 749 

and how it will be mitigated. 750 

 751 

Example:  Debt Service Coverage Lower than 1.45: {If the debt service coverage of the current 752 

FHA-insured loan is less than 1.45, the lender must provide sufficient justification/mitigation to 753 

support the additional risk associated with the the costs for the proposed capital improvements.  754 

The HUD reviewer will be required to specifically approve this item and may ask for additional 755 

input and request a discussion with the lender and/or HUD headquarters.}>>        756 

 757 

Other Risk Factors Identified by Lender 758 
Additionally, the lender has identified the following risk factors: 759 

 760 

<<Provide discussion on other risk factors identified by the lender and how they will be 761 

mitigated.>>        762 

 763 

Strengths 764 

<<Provide discussion of the strengths of the transaction.>>        765 

 766 

Third Party Reviewers 767 
 768 
Role Name Firm Phone E-mail 

Architectural 

reviewer 

                        

Cost analyst                         
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Role Name Firm Phone E-mail 

Environmental 

consultant 

                        

Market analyst                         

Appraiser                         

 769 

Key Questions – Architectural Reviewer  This section not applicable/not required 770 
 Yes  No 

1. Does the architectural reviewer have experience with construction within 

the healthcare field?  .     

2. Is the architectural reviewer knowledgeable and experienced with local 

building standards and construction methods for the type of project proposed, 

including the Federal Fair Housing Accessibility Guidelines and the Uniform 

Federal Accessibility Standards?       

3. Is the architectural reviewer a registered architect or engineer?       

 771 

Key Questions – Cost Analyst  This section not applicable/not required 772 
 Yes  No 

1. Does the cost analyst have experience in the healthcare field?  .     

2. Is the cost analyst knowledgeable and experienced with local building 

standards and construction costs for the type of project proposed?       

 773 

Key Questions – Environmental Consultant(s)   This section not applicable/not required 774 
 Yes  No 

1. Does the environmental consultant(s) meet all the qualification 

requirements of Appendix X2 of ASTM E 1527-05?  .     

2. Does the environmental consultant(s) meet the license/certification, 

educational, and experiential requirements of Section X.2.1.1(2)(i), (ii), or (iii) 

of Appendix X2 of ASTM E 1527-05?       

3. Were any Phase II investigations performed by environmental 

investigator(s) specifically qualified to meet the responsibilities for the issue(s) 

of concern?       

 775 

Key Questions – Market Analyst  This section not applicable/not required 776 
 Yes  No 

1. Does the market analyst have the knowledge and experience to complete 

the assignment competently?  .     

2. Is the market analyst currently active in the market analysis of other 

healthcare properties?       
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 Yes  No 

3. Is the market analyst experienced in the market area that the subject 

property is located in or established expertise by a thorough investigation of the 

market?       

4. Did the market analyst personally inspect the property, perform the 

market analysis, and prepare and sign the market study?       

 777 

Key Questions - Appraiser  This section not applicable/not required 778 
 Yes  No 

 Is the appraiser a Certified General Appraiser under the appraiser 

certification requirements of the state where the subject property is located as of 

the effective date of the appraisal?  (See note below this section.)  .     

 Does the appraiser meet the requirements of the Competency Rule 

described in USPAP?       

 Did the appraiser sign the appraisal and the required certifications?  

     

 Is the appraiser currently active in the appraisal of other healthcare 

properties?       

 Is the appraiser experienced in the market area in which the subject 

property is located, or establish competency as per USPAP?       

 Did the appraiser meeting the above qualifications, personally inspect 

the property being appraised?       

 If more than one appraiser worked on the appraisal, did they all sign the 

report and certifications?       

 779 

NOTE:  If you answer “no” to any of the questions above, the appraiser does not meet HUD 780 

requirements.  The appraiser must be a Certified General Appraiser under the appraiser 781 

certification requirements of the state that the subject property is located, as of the effective date 782 

of the appraisal (temporary certifications are permissible) and must meet all requirements of the 783 

Competency Rule of the USPAP.  Lender verification of an appraiser’s current standing can be 784 

done at http://www.asc.gov. 785 

 786 

Housing Consultant (if applicable) 787 
 788 
Name of consultant:       

Relation to borrower, if any:       
 789 
Key Questions 790 
 Yes  No 

1. Will the project have a housing consultant?  (If so, please provide a copy of 

the consultant’s agreement with the Capital Improvements submission and provide a narrative 

discussion that addresses the following:  (a) terms of the agreement (i.e., fees charged, start and 

end date, etc.); and (b) consultant’s responsibilities.)  .     

2. Will the housing consultant’s responsibilities overlap with those 

responsibilities provided by other development team members (i.e., the lender, 

architect, contractor, attorney, etc.)?  If yes, please explain.     
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 Yes  No 

3. Has the lender determined that the fees charged are competitive in the 

market and considered necessary and reasonable?  If no, please explain.       

 791 

<<Please provide a brief narrative discussion, as applicable, in response to the questions 792 

above.>>        793 

Architectural Review 794 

 795 

Date of report:       

Review firm:       

Reviewer:       

 796 

Key Questions 797 
 Yes  No 

1. Are any drawings or specifications to be “deferred submissions?”  If yes, 

explain below.  .     

2. Does the architectural reviewer recommend any commitment 

conditions?       

3. Are the plans and specification incomplete?       

4. Is there an identity of interest between the design architect and any other 

project participant (i.e., borrower, principal of borrower, operator, and/or 

general contractor)?       

5. Are there architectural review comments that have not been incorporated 

into the plans and specifications?       

6. Are there any architectural drawings and specifications that do not 

comply with local building code standards, minimum property standards, or any 

other HUD requirements?       

7. After reviewing the plans, did the architectural reviewer confirm that the 

plans are not in conformance with FHAG and UFAS requirements?       

8. Is the design architect providing supervision services?       

9. After reviewing the AIA agreement, did the architectural reviewer find 

the agreement was not complete?       

10. After reviewing the Geotechnical Engineering Evaluation Report, did the 

architectural reviewer find the report unacceptable showing an insufficient 

number of borings provided?       

11. After reviewing the soils report, did the architectural reviewer find the 

structural design not in compliance with the findings of the report?       

12. After reviewing the survey, did the architectural reviewer find the survey 

not in compliance with HUD requirements?       

13. Were any repairs recommended that were not incorporated into the plans 

and specifications?       

 798 

<<If you answer “yes” to any of the above questions, please address below.  For example, Item 799 

1 – Fire sprinkler system engineering will be completed by XXX, Item 3 – The completed plans 800 

and specifications will be submitted prior to closing.  The architectural reviewer’s inspector has 801 

identified minor revisions to the plans and specifications that will be completed and submitted to 802 
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HUD prior to closing.  A list of the minor revisions includes XXX.  The contractor has provided 803 

confirmation acknowledging the required revisions and confirms that they do not result in 804 

changes to the costs reflected on the HUD 2328 submitted with this application package.  We 805 

(the lender) recommend a Special Condition to the Firm Commitment requiring that completed 806 

acceptable plans and specifications will be submitted prior to closing. 807 

 808 

Item 4 – There is an identity of interest between the design architect and the borrower.  The 809 

design architect is a principal of the borrower entity.  Therefore, to meet HUD requirements, a 810 

separate AIA B108 is submitted with this package for an unrelated architect to provide the 811 

supervision services.  Provide narrative describing the supervising architect’s name, experience, 812 

etc. >>        813 

 814 

Architectural Overview 815 

<<Provide narrative describing the architectural reviewers report and conclusions and if the 816 

lender’s underwriter concurs with the conclusions.  Identify any modifications to the report 817 

conclusions and provide justification.  Confirm if the review complies with the statement of work.  818 

Identify deliverables included in the application package.  Include a narrative concerning key 819 

elements of the reviews, the appropriate HUD forms, and their correspondence with the design 820 

architect.>>        821 

 822 

Program Guidance: 

 

Construction specification template (CSI Master Format 2010), addressed in Mortgagee Letter 

2010-41, must be used for all applications submitted after April 25, 2011. 

 823 

Soils Report 824 

<<A Geotechnical Investigation Report by ABC Engineering, Inc. is provided in the application; 825 

however, only five boring samples were taken, which does not meet the minimum HUD standard 826 

of 1 boring per 2,500 square feet required by HUD Handbook XXXX. (Identify the specific HUD 827 

requirement(s) that are to be waived.)  ABC’s conclusion was that five borings were more than 828 

sufficient based on the consistency of the samples and they have provided a letter to that affect.  829 

Based on this letter and the design architect’s certification that the foundations have been 830 

designed to conform to the geotechnical report, (Lender’s Architectural Reviewer) and (Lender 831 

Name) find this acceptable and recommend that HUD accept the soils report and design 832 

architect’s certification in lieu of requiring additional samples that will in all likelihood lead to 833 

the same conclusion. >>        834 

Construction Progress Schedule 835 

<<Provide narrative discussion of the construction period as projected by the general 836 

contractor and project architect.  Indicate if architectural reviewer agrees.  Typically, an 837 

updated Construction Progress Schedule that accurately reflects the month and date of 838 

construction start and completion will be needed prior to closing.>>        839 

Conclusion 840 

<<Indicate if the review architect has appropriately addressed all architectural aspects of the 841 

development and the firm commitment application.>>        842 

 843 

Cost Review 844 
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 845 

Date of report:       

Review firm:       

Cost analyst:       

 846 

Key Questions 847 
 Yes  No 

1. Are there any variances in excess of 10% between the general 

contractor’s form HUD-2328 line items and the cost analyst’s form HUD-

92326?  .     

2. Is the total reflected on the cost analyst’s form HUD-92326 more than 

10% higher or lower than the total cost breakdown on form HUD-2328?       

3. Will any one subcontractor, material supplier, or equipment lessor be 

awarded more than 50% of the construction contract?       

4. Will three or fewer subcontractors, material suppliers, or equipment 

lessors be awarded more than 75% of the construction contract in aggregate?  

     

5. Does or will the contractor have any identities of interest with any 

subcontractors, material suppliers, or equipment lessors?       

6. Did the cost analyst find any evidence of front-loading in the 

contractor’s cost estimate?       

 848 

<<For each “yes” answer above, provide a narrative explanation and justification regarding 849 

the topic.>>        850 

 851 

Cost Overview 852 

<<Confirm the cost reviewer performed the cost review pursuant to Section 232 standards.  The 853 

deliverables in the application package include a narrative concerning the cost analysis, the 854 

appropriate HUD forms, and cost data.  For example, “The cost analyst performed a 855 

comparison analysis and compared them to the contractor’s final schedules of values (form 856 

HUD-2328).  The cost analyst ultimately concludes to the contractor’s schedule of values.  The 857 

Lender concurs.”>>        858 

 859 

Program Guidance: 

 

The ORCF construction manager (the “CM”) may advance the completion date to prevent 

unnecessary accumulation of soft costs. Such advancement may be deemed warranted by 

HUD for nearly-completed projects that face unnecessary delays.  

 

1. The CM may set an administrative completion date for any project when the monthly 

inspection reports show ninety-five percent (95%) completion of work, and thereafter less than 

a two percent (2%) increase in percentage of completion in any subsequent month. 

 

2. The CM shall notify in writing each of the Borrower, general contractor and Lender of 

such administrative completion date, and the following: 
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1. That the administrative completion date shall be the effective date for cost certification, 

except that all soft costs up to sixty (60) days beyond such date may be included at the option 

of the Borrower. 

 

2. That the date of the balance sheet and operating statement must be the same as the cut-

off date selected by the Borrower. 

 

3. That all liquidated and/or actual damages for cost certification purposes shall be 

computed using the administrative completion date. However, the general contractor shall be 

liable for any liquidated and/or actual damages that arise after the administrative completion 

date and before the date of substantial completion. 

 

Construction Costs (Form HUD-2328) 860 

<<Discuss the cost analyst’s review of the final forms HUD-2328 supplied by the contractor and 861 

owner after completing an independent cost analysis.  Confirm the analyst found no front-862 

loading in the final costs reflected in the HUD-2328 submitted.  Indicate the analyst completed 863 

the HUD 9236 in accordance with HUD guidelines and those forms are included in the 864 

appropriate section of the application package. 865 

 866 

Provide a breakdown of the costs from the form HUD-2328, Contractor’s and/or Borrower’s 867 

Cost Breakdown, included in the application package.  The form totals $XXX and is summarized 868 

as follows (complete the following table or provide equivalent detail):>> 869 

 870 

 

Description 

 

Cost 

% of 

Contract 

Per Sq 

ft of 

GBA 

 

Per bed 

Structures     

Accessory structures     

Land improvements     

General requirements     

Builder’s overhead     

Builder’s profit     

Other fees     

Bond premium     

 Total construction 

contract 

    

 871 
Construction Contract 

Type:  Cost Plus  Lump Sum 

General Requirements 872 

<<The contractor’s estimate of general requirements totals $XXX.  The cost analyst has 873 

determined that the proposed cost of the general requirements and the sub-items included in it 874 

are reasonable.  The Lender concurs.>>         875 

 876 

Program Guidance: 
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The cost for “General Requirements” will include the costs for those items incurred in the 

construction of the project and directly pertaining to a specific project.  It will not include 

general overhead expense of operating the contractor’s home office.  Items of cost to be 

considered in determining General Requirements allowance include, but are not limited to, 

items such as: 

 

 Supervision 

 Field engineering to provide grades and lines for locating buildings, streets, and walks 

on the site. 

 Field office, phones, office supplies and equipment, and clerical help 

 Temporary sheds and toilets 

 Temporary heat, water, light, and power for construction 

 Cleaning and rubbish removal 

 Watchmen’s wages 

 Medical and first aid facilities 

 Temporary protection and fences 

 

 877 

Other Fees – General Contractor 878 

 879 

Program Guidance: 

 

On Form HUD-2328, “Other Fees” is reserved for fees and allowances not normally included 

in General Requirements.  Such fees might be: 

 

1. Special engineering fees such as test borings not provided for by the project architect. 

2. Special taxes based on cost of the buildings (i.e., school taxes, utility taxes or 

assessments, excise taxes, tap fees, etc.). 

3. Contractor’s cost certification (a cost certification is required when a “Cost Plus” 

construction contract is used)  

4. Building permits 

 

 880 

The form HUD-2328 includes other fees to be paid the general contractor totaling $      .  The 881 

other fees to be paid by the general contractor include the following: 882 

 883 
Schedule of Other Fees included in Construction Contract 884 
(Double click inside the Excel Table to add information) 885 



 

Previous versions obsolete  Page 49 of 63 Form HUD-90030-ORCF (mm/yyyy) 

Line Description Amount

A Survey

B Cost Certification

C Municipal Inspections

D Special Engineering Tests/Fees

E Special Taxes

F Permits

G

H

I

J

TOTAL -$                  886 
 887 

<<Narrative discussion – Example #1:  The cost analyst has reviewed the schedule of other fees 888 

and determined the items and the total cost to be reasonable.  The Lender concurs. 889 

 890 

Example #2: The construction contract includes $XX in other fees.  The other fees include 891 

building permits, electric service hook-up charges, and cost certification.  It is assumed that the 892 

general requirements budget includes appropriate amounts for items such as surveys, municipal 893 

inspections and the like during the course of construction.  The cost analyst is aware of this 894 

likelihood and has adjusted his general requirements budget accordingly. 895 

 896 

The Lender is confident there are adequate budgets built in to the proposed transaction to cover 897 

anticipated other fees. >>        898 

 899 

Bond Premium/Assurance of Completion 900 

<<Provide narrative discussion of either construction bond (bonding company, contractor’s 901 

bond capacity, etc.) or the Assurance of Completion escrow (15% or 25% of contract, cash or 902 

letter of credit, etc.  Also, address whether the surety is listed on the Treasury Circular and is 903 

authorized to issue bonds in the state for the required amount.>>        904 

 905 

Unusual Site Improvements 906 

<<Describe unusual site improvements and applicable costs, if any.>>        907 
 908 
Architect’s Fees 909 

<<Provide narrative describing architect fees (design/supervision).  For example: “The Owner-910 

Architect Agreement (AIA document B108 with HUD Addendum) sets a total design fee of $XXX 911 

and a construction supervision fee of $XXX, for a total contract amount of $XXX.  The design fee 912 

currently represents XX% of the total architectural fee and XX% of the total cost of total 913 

structures, land improvements, and general requirements.  The construction supervision fee is 914 

XX% and XX% of the same, respectively.” 915 

 916 

Confirm there is not an identity of interest between the borrower and the architect or if there is, 917 

discuss the separate supervising architect and his/her B108.  Confirm if the cost analyst and 918 

Lender find the architectural fees to be reasonable in total and for the cost of 919 

design/supervision.>>        920 
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 921 
Other Fees - Borrower 922 
Schedule of Other Fees to be paid by Borrower 923 
(Double click inside the Excel Table to add information) 924 

Line Description Amount

A Survey - Land and Final "As Built"

B Building Permits

C Soils Report

D Traffic Study

E Impact Fees

F Hook-up Fees

G

H

I

J

TOTAL -$                  925 
 926 

The cost analyst has reviewed the schedule of other fees to be paid by the borrower and 927 

determined the items and the total cost to be reasonable.  The lender concurs. 928 

 929 

Off-Site and Demolition 930 

<<Describe any off-site work to be accomplished and who will be performing the work.  If the 931 

general contractor is responsible, describe the cost attributed to it and the cost reviewer’s 932 

conclusions about the work and the cost.  If the city will be performing the work, describe any 933 

cost or hookup fee related.        934 

 935 

Describe any demolition that may apply; discuss costs and any other requirements or issues.>> 936 

      937 

 938 

Major Movable Equipment 939 

 940 

The borrower has provided a major movable 

list and budget totaling: $      

The amount per unit is: $      

 941 

Key Questions 942 
 Yes  No 

1. The cost analyst found the list acceptable and the budget is reasonable.  .

     

2. The Lender concurs with the analyst’s conclusion or has provided 

justification for any differences.       

3. The Lender notes that a copy of the major movable list is included as an 

Exhibit submitted with this package.       

 943 

<<For each “no” answer above, provide a narrative explanation and justification regarding the 944 

topic.>>        945 
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 946 

Contingency Reserve 947 

Program Guidance: 

 

The contingency reserve amount is based on available data for the type and condition of 

structure.  Calculate as percentage of the sum of structures, land improvements, and general 

requirements.  Percentage ranges from 1% to 10%, depending on the condition of the project, 

extent of rehabilitation, and experience and financial capacity of the borrower and contractor. 

 

The contingency reserve can only be used to cover unanticipated costs, such as discovering 

more extensive dry rot than was expected.  The contingency reserve is not available for items 

such as an increase in cost of carpet. 

 948 

<<The architectural and cost reviewer concluded that a contingency reserve of XX% is 949 

sufficient based on the site visit, the type of construction of the existing buildings, and the 950 

developer’s knowledge of the existing buildings.  The underwriter agrees (explain 951 

modification).>>        952 

 953 

Reserve for Replacement 954 

Program Guidance: 

 

Substantial rehabilitation can encompass a wide range of renovations—from “gut” 

rehabilitations that replace or newly construct nearly everything, to replacements and 

renovations that barely exceed the substantial rehabilitation threshold.  In lieu of requiring 

total replacement of everything that will require replacement within the next 5 years, the 

lender can provide a replacement reserve analysis prepared in accordance with the 232/223(f) 

Statement of Work for Project Capital Needs Assessments to determine an appropriate initial 

and annual deposit to the replacement reserve. 

 

In the case of “gut” rehabilitation, this analysis is not required and the lender and cost analyst 

can depend on the calculation of 0.004 times the mortgage amount plus 10% of the major 

movable cost for the annual deposit and not require an initial deposit to the replacement 

reserve. 

 

As the scope of rehabilitation narrows (fewer replacements and fewer areas are involved), the 

necessity of providing a replacement reserve analysis increases. 

 955 

Replacement Reserve Summary 
 Annually Per Unit 

Reserve for replacement   

 Realty $      $       

 Major movables $      $      

   

 Total $      $       

Was the standard HUD formula used to calculate the annual 

reserve for replacement deposits?  (A “no” answer requires a 

waiver.) 
 Yes  No 



 

Previous versions obsolete  Page 52 of 63 Form HUD-90030-ORCF (mm/yyyy) 

 956 

General Review 957 
The replacement reserve analysis includes a combined analysis of both capital items and major 958 

movable equipment.  The Lender has reviewed the replacement reserve schedule and provided a 959 

summary analysis below.  The full 15-year replacement reserve schedule, including the major 960 

movable analysis, is provided as Exhibit B submitted with this narrative. 961 

 962 

In the analysis below, the Lender has spread the anticipated replacements by year based on the 963 

needs assessor’s replacement reserve analysis and assumes an interest of      % and an 964 

inflation rate of      %. 965 

 966 
(Double click inside the Excel Table to add information) 967 
Year 0 1 2 3 4 5

Interest Earned 2.0% -$            -$            -$            -$            -$            

Annual Deposit -$            -$            -$            -$            -$            

Initial Deposit -$            

Total Deposits -$            -$            -$            -$            -$            -$            

Claims -$            -$            -$            -$            -$            

Cumulative Claims -$            -$            -$            -$            -$            

Balance -$            -$            -$            -$            -$            -$            

Year 6 7 8 9 10

Interest Earned -$            -$            -$            -$            -$            

Annual Deposit -$            -$            -$            -$            -$            

Initial Deposit

Total Deposits -$            -$            -$            -$            -$            

Claims -$            -$            -$            -$            -$            

Cumulative Claims -$            -$            -$            -$            -$            

Balance -$            -$            -$            -$            -$            

Year 11 12 13 14 15

Interest Earned -$            -$            -$            -$            -$            

Annual Deposit -$            -$            -$            -$            -$            

Initial Deposit

Total Deposits -$            -$            -$            -$            -$            

Claims -$            -$            -$            -$            -$            

Cumulative Claims -$            -$            -$            -$            -$            

Balance -$            -$            -$            -$            -$             968 
 969 

As you can see, the year-end balance for each year through year 15 is positive, indicating that the 970 

initial and annual deposit are sufficient based on these assumptions.  The HUD program requires 971 

the lender to re-analyze the capital needs in year 10. 972 

Conclusion 973 

<<Provide Lender’s conclusions and wrap-up of the cost review.  Reiterate if any of the cost 974 

analyst’s conclusions were modified and justified by the Lender’s.>>        975 

 976 

ALTA/ACSM Land Title Survey 977 

 978 

Date:       
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Firm:       

 979 

Key Questions 980 
 Yes  No 

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

and legal description included in the pro forma title policy?  .     

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

completion of the capital improvements?       

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?       

 981 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 982 

and how it will be mitigated and the effect on value or the marketability of the project.  For 983 

example, “Encroachments: The survey indicates an encroachment of the adjoining property 984 

fence on the easterly portion of the property.  An encroachment endorsement will be received at 985 

closing.  There is no impact on the value or marketability of the project.>>        986 

 987 

Title 988 

Title Search 989 

Date of search:       

Firm:       

File number:       

 990 

Key Questions 991 
 Yes  No 

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

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?       

 992 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 993 

and how it will be mitigated.>>        994 

 995 

Pro-forma Policy 996 

Date/time:       

Firm:       

Policy number:       

 997 
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Key Questions 998 
 Yes  No 

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

 999 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.  For 1000 

example, “Additional Endorsements: As described in the Risk Factors section of the narrative, 1001 

the XXXX does not conform to the past or current zoning requirements.  The lender 1002 

recommends…>>        1003 

 1004 

Borrower 1005 

Name:       

Fiscal year-end date:       

 1006 

Key Questions 1007 
 Yes  No 

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

participate in any other businesses?  .     

 According to the application exhibits, is or has the borrower been 

delinquent on any federal debt?       

 According to the application exhibits, is or has the borrower been a 

defendant in any suit or legal action?       

 According to the application exhibits, has the borrower ever claimed 

bankruptcy or made compromised settlements with creditors?       

 According to the application exhibits, are there judgments recorded 

against the borrower?       

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

     

 1008 

<<As applicable, for each “yes” answer above, provide a narrative discussion on the topic 1009 

describing the risk and how it will be mitigated.>>        1010 
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 1011 

Financial Statements 1012 

The application includes the following Borrower financial statements:  1013 

 1014 

Balance Sheet as of:        

 1015 

Key Questions 1016 
 Yes  No 

1. Is the balance sheet missing any required information or schedules?  .

     

2. Does the balance sheet provided include financial data from assets or 

liabilities not related to owning and operating this facility?       

3. Did your review and analysis of the balance sheet indicate any other 

material concerns or weaknesses that need to be addressed?       

 1017 

<<For each “yes” answer above, provide a narrative discussion regarding the topic.>>        1018 

 1019 

General Review 1020 
<<Provide Narrative and analysis of financial statements as appropriate.  In addition to the Key 1021 

Questions above, working capital should be discussed along with the general financial stability 1022 

and position of the entity.>>        1023 

 1024 

Operator 1025 

Name:       

 1026 
Financial Statements 1027 

The application includes the following operator financial statements:  1028 

 1029 

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

Fiscal year ending:      <<date – end of period>> 

 1030 

Key Questions 1031 
 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 material 

accounts payables (amount in excess of 5% 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?  
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 Yes  No 

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 (as applicable) are there any negative or 

declining NOI?       

 1032 

<<If you answer “yes” to any of the above questions, identify the risk factor and how it is 1033 

mitigated below.  The Accounts Payable and Accounts Receivable analysis provides information 1034 

regarding an entity’s collection and payment practices, policies, and potential risks to the new 1035 

project.  Discuss your analysis of these issues and how the lender determined they are an 1036 

acceptable risk.  For example: “No Financial Statements:  The operator is a newly formed 1037 

entity and does not have a financial history to report.  At this time, the operation of this facility is 1038 

the new entity’s sole purpose, so there is no need to review financial data from other facilities or 1039 

sources.”>>        1040 

 1041 

General Review 1042 
<<Provide narrative and analysis of financial statements as appropriate.  In addition to the Key 1043 

Questions above, net working capital should be discussed along with the general financial 1044 

stability and strength of the entity.>>        1045 

 1046 

Net Income Analysis 1047 

Net Income* 1048 
In total $ 1049 

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

$      $      $            
*before depreciation, amortization, and any other non-cash expense 1050 
 1051 

<<Provide an explanation of any Net Losses or declining Net Incomes for the year-to-date and 1052 

last 3 fiscal years, as applicable.>>        1053 

 1054 

Management Agent (if applicable) – <<insert name here>> 1055 

 1056 

Name:       

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

 1057 

Key Questions 1058 
 Yes  No 

1. According to the application exhibits, is or has the management agent 

been delinquent on any federal debt?  .     

2. According to the application exhibits, is or has the management agent 

been a defendant in any suit or legal action?       

3. According to the application exhibits, has the management agent ever 

filed for bankruptcy or made compromised settlements with creditors?       
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 Yes  No 

4. According to the application exhibits, are there judgments recorded 

against the management agent?       

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

     

 1059 

<<For each “yes” answer above, provide a narrative discussion on the topic describing the risk 1060 

and how it has been or will be mitigated.>>        1061 

 1062 

General Contractor 1063 

Name:       

State of organization:       

License number/state:       

Surety:       

 1064 

Key Questions 1065 
 Yes  No 

1. According to the application exhibits, is or has the general contractor 

been delinquent on any federal debt?  .     

2. According to the application exhibits, is or has the general contractor 

been a defendant in any suit or legal action?       

3. According to the application exhibits, has the general contractor ever 

filed for bankruptcy or made compromised settlements with creditors?       

4. According to the application exhibits, are there judgments recorded 

against the general contractor?       

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

     

6. Is the general contractor a joint-venture?       

7. If the general contractor is a subsidiary of another entity, are they relying 

upon the parent to demonstrate financial capacity?  (If yes, provide financial analysis 

of parent.)       

 1066 

<<If you answer “yes” to any of the above questions, identify the risk factor and how it is 1067 

mitigated below.>>        1068 

 1069 

Experience/Qualifications 1070 

<<Provide narrative description of general contractor’s experience and qualifications.  1071 

Discussion should highlight the contractor’s experience constructing similar type and size 1072 

projects.  It should discuss the architectural and cost reviewer’s analysis of the contractor’s 1073 

experience, bonding capacity, financial capacity, etc.>>        1074 

 1075 

Credit History 1076 

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

Reporting firm:       

Score:       

 1077 
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Key Questions 1078 
 Yes  No 

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

previously discussed?  .     

2. Are there any concerns related to the review of the credit report?       

3. Is the credit report dated more than 60 days before the application date?  

     

 1079 

<<If you answer “yes” to any of the above questions, identify the risk factor and how it is 1080 

mitigated below.  Provide an explanation of the credit score in terms of low, medium, or high 1081 

risk, etc.  Also, if the score is evaluated numerically, explain the value the credit agency places 1082 

on the score.>>        1083 

 1084 

Other Business Concerns 1085 

Key Questions 1086 
 Yes  No 
1. Does the general contractor identify any other business concerns?  .

     

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

legal actions/suits, or bankruptcy claims?  (If so, a credit report must be obtained on the 

business concern.)  N/A    

2. If so, was a credit report obtained on the business concern?    

N/A    

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

indicate any material derogatory information?  N/A    

 1087 

<<As applicable, a “yes” answer requires  a narrative discussion on the topic describing the 1088 

risk and how it will be mitigated.>>        1089 

 1090 

Credit Reports for Other Business Concerns: 1091 

<<Provide narrative discussion on other business concerns.  For example, “XXX identified XX 1092 

other business concerns.  The Dunn and Bradstreet credit reports for XX other business 1093 

concerns identified by XXXX. {Discuss each report} have been reviewed.  No reports indicated 1094 

derogatory information that would prohibit XXXXX from participation in this transaction.>>  1095 

      1096 

 1097 

 1098 

Name of Entity  Report Type 

(Commercial, etc.) 
Report Date Comments 

(i.e., any derogatory information, etc.) 

                        

                        

 1099 

Financial Statements 1100 

The application includes the following General Contractor financial statements:  1101 

 1102 

Year to date:       <<dates for start and end of period>> 
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Fiscal year ending:      <<date – end of period>> 

Fiscal year ending:      <<date – end of period>> 

Fiscal year ending:      <<date – end of period>> 

 1103 

Key Questions 1104 
 Yes  No 

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

contractor?  .     

2. Are the financial statements missing any required information or 

schedules?      

3. Is there a pattern of significant downward income prior to depreciation 

over the years as demonstrated in the general contractor’s Income & Expense 

statements?       

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

accounts payables (amount in excess of 5% 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?  

     

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

other material concerns or weaknesses that need to be addressed?       

7. Does the general contractor have less than the required 5% adjusted 

working capital?       
 1105 
<<If you answer “yes” to any of the above questions, identify the risk factor and how it is 1106 

mitigated below.  For example: Item 7 – Contractor has less than 5% working capital.  1107 

Contractor may hypothecate fixed assets.  The contractor has a sale pending on another building 1108 

that they have constructed.  Evidence that funds will be available to meet the 5% working capital 1109 

prior to construction will be provided..>>        1110 

 1111 

General Review 1112 
<<Provide narrative and analysis of financial statements as appropriate.  In addition to the Key 1113 

Questions above, net working capital should be discussed along with the general financial 1114 

stability and strength of the entity.>>        1115 

 1116 

Working Capital Analysis 1117 

<<Provide narrative and analysis of contractor’s working capital.  Analysis should discuss 1118 

appropriate adjustments to current assets and liabilities; how you account for work-in-progress; 1119 

lines-of-credit; verifications of deposit; etc.  1120 

 1121 

Example:  XXXX current balance sheet is summarized below. 1122 
 1123 

   Financial  Working 

   Statement  Capital 

   

As of 
XXXXXXXX  Analysis 

Current Assets     
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 Cash Accounts  $        1,200,000    $        1,200,000  

 Retainage Receivable             3,600,000              3,600,000  

 Accounts Receivable             4,900,000              4,700,000  

 Accounts Receivable - Employees               110,000                         -    

 Accounts Receivable - RELATED                   5,000                         -    

 Accounts Receivable - RELATED                 25,000                         -    

 Cost & Profit in Excess of Bill               650,000                650,000  

 Prepaid Insurance                150,000                         -    

 Total Current Assets  $      10,640,000    $      10,150,000  
      
Current Liabilities     

 Retainage Payable  $        2,680,000    $        2,680,000  

 Accounts Payable             4,720,000              4,720,000  

 Profit Sharing Payable                        -                           -    

 Current Portion of Notes Payable                 66,000                  66,000  

 Accrued Payables                445,000                445,000  

 Total Current Liabilities  $        7,911,000    $        7,911,000  

 1124 
 1125 
The Lender has made the following modification for the working capital analysis: 1126 

 1127 

Example:  1128 

1. Only used accounts receivable less than 90 days old 1129 

2. Did not use accounts receivable from related parties. 1130 

3. Did not include prepaid expenses. 1131 

 1132 

 1133 

The analysis of Work in Progress is as follows: 1134 

 1135 

Job 
Contract 
Amount 

% 
Complete 

Contract 
Balance  

Used for Work In 
Progress 

Project A $     309,875  87.0% $       40,284    $       40,284  

Project B     25,790,007  92.6%      1,908,461                    -    

Project C     11,050,619  99.6%           44,202                    -    

Project D      1,673,600  66.5%         560,656           560,656  

Project E      5,935,000  77.0%      1,365,050        1,365,050  

:      8,807,800  61.0%      3,435,042        3,435,042  

:         196,200  42.2%         113,404           113,404  

:         244,429  39.2%         148,613           148,613  

:         833,806  98.0%           16,676                    -    

:         100,164  16.8%           83,336             83,336  

:      2,063,500  4.6%      1,968,579        1,968,579  

:           74,434  36.5%           47,266             47,266  

:         922,400  25.7%         685,343           685,343  

  $ 58,001,834    $ 10,416,912    $   8,447,572  

 5% of Work in Progress =         422,379  

 1136 
The Lender calculated the working capital necessary for the work in progress as 5% of the 1137 

contract balances for all work that was less than 90% complete.  The working capital for the 1138 
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planned sister facility in XXXXX is 5% of the contract amount of $6,356,426. The working 1139 

capital for the subject is 5% of the contract amount of $6,502,743. 1140 

 1141 

Based on the above adjustments and analysis, the Lender concludes to the following working 1142 

capital analysis: 1143 

 1144 
Current Assets           10,150,000  

Current Liabilities             (7,911,000) 

Working Capital  $        2,239,000  

Working Capital for Other Work in Progress             (422,379) 

Working Capital for planned SISTER Facility             (317,821) 

Working Capital for Subject               (325,137) 

Excess Working Capital  $        1,173,663  

 1145 

The contractor clearly demonstrates sufficient working capital for the current work in progress 1146 

and the planned sister facility and the subject facility. In addition to the above working capital, 1147 

the contractor also has a $XXXXM revolving line of credit that currently has no balance. The 1148 

line of credit is available to supplement the above working capital, if necessary, during 1149 

construction. >>        1150 

 1151 

Conclusion 1152 

<<Provide narrative discussion of the Lender’s conclusion and recommendation.  For example, 1153 

“The general contractor has demonstrated an acceptable financial and credit history.  The 1154 

general contractor has the experience to continue to complete the construction.  The underwriter 1155 

recommends this general contractor for approval as an acceptable participant in this 1156 

transaction.” >> 1157 

 1158 
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Cash Requirements 1159 

  

Initial operating deficit:       

 Absorption rate/no. units per month:        

 No. months to cover shortfalls:        

 Breakeven Occupancy %:        

Working capital: $      

Cash investment: $      

Debt service reserve escrow: $      

 No. months of principal & interest payments:        

Offsite escrow: $      

Minor movable equipment 

escrow: 

$      

Demolition: $      

Other: $      

TOTAL: $      
% of total  

project cost:       %* 

*Total cash requirements divided by total project cost. 

 

Cash requirement will be met by:        <<pre-paids, letter of credit, sponsor, etc.  

Example: “Borrower’s cash and letters of credit.”>> 

Based on a review of the principals <<identify principal(s)>> their net worth is estimated at $     ; 

their liquidity meets/exceeds $     . 

 1160 

Circumstances that May Require Additional Information 1161 

 1162 

In addition to the information required in this narrative, depending upon the facility for which 1163 

mortgage insurance is provided, the mortgagor, operator, management agent and such other 1164 

parties involved in the operation of the facility, current economic conditions, or other factors or 1165 

conditions as identified by HUD, HUD may require additional information from the lender to 1166 

accurately determine the strengths and weaknesses of the transaction.  If additional information 1167 

is required, the questions will be included in an appendix that accompanies the narrative. 1168 

 1169 

Special Commitment Conditions 1170 

 1171 

<<List any recommended special conditions.  If none, state “None.”>> 1172 

1.       1173 

2.       1174 

 1175 
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Conclusion 1176 

<<Provide narrative conclusion and recommendation.>>        1177 

 1178 

Signatures 1179 

 1180 

Lender hereby certifies that the statements and representations of fact contained in this 1181 

instrument and all documents submitted and executed by lender in connection with this 1182 

transaction are, to the best of lender’s knowledge, true, accurate, and complete.  Lender hereby 1183 

recommends approval of this submission.  This instrument has been made, presented, and 1184 

delivered for the purpose of influencing an official action of HUD and may be relied upon by 1185 

HUD as a true statement of the facts contained therein. 1186 

 1187 

Lender:       

HUD Mortgagee/Lender No.:       

 1188 

This report was prepared by: 

 

 

Date  This report was reviewed by: 

 

Date 

     <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

       <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

 

 1189 

This report was reviewed and the 

site inspected by: 

 

 

Date 

     <<Name>> 

     <<Title>> 

     <<Phone>> 

     <<Email>> 

 

 1190 


