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Executive Summary – Concise Narrative (history and underwriting conclusion and recommendation 
(with conditions, if any), Strengths, Weaknesses, Risks & Mitigants Section 1 

The Executive Summary narrative should provide (a) a brief (1-2 sentence) description of processing history – e.g. 
was a Pre-application invitation issued, any extensions and (b) a concise justification (4-5 sentences maximum) for the 
stated underwriting recommendation. Sections (a) and (b) together should generally not exceed 1 ½ pages (that is, it 
should not carry over below the next page). Sections (a) and(b) are followed by (c), a strengths section (that should 
usually include only 2-4 of the most salient strengths in bullet point format, and take up not more than ½ of a page, and 
(d) a weaknesses, risks and mitigants section (that should usually include only 2-4 of the most salient weaknesses and 
risks in bullet point format and take up not more  than ½ of a page.  

Generally, this section is to be completed by the MAP team leader, a Senior Housing Rep or Production Chief. 
 (Begin Narrative Below) 

a. Project/loan history 
 
Type your concise history of the project/loan application here (1-2 sentences) 

 

b. Underwriter’s recommendation and concise justification 
 
Type your summary underwriting recommendation and justification here (4-5 sentences). 

 

c. Most important strengths 
 

 Type here, in bullet point format, the underwriting conclusion of the most important strengths of the project.  
Typically this section would be 2-4 bullets. 

 

d. Most important weakness & risks and their  mitigating factors 
 

  Type here, in bullet point format, the underwriting conclusion of the most important qualitative or 
quantitative risks and associated mitigating factors of the project.  Typically this section would be 2-4 bullets. 

 
 

End of Section 1- Executive Summary 
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Borrower Team –Narrative - Section 2 

In this section of the narrative,  address the participants, their experience, and especially their experience with HUD.  
Discuss the status all prior FHA transactions involving the borrower, or note if the borrower has no such experience.  Note 
their experience in this market location or the type of project or both.  Mention any third party relationships and 
identities of interest.  The Borrower’s financial profile will be addressed in the financial narrative section. 

Generally, this section is to be completed by Mortgage Credit and should not exceed 1 ½ pages, and the bulleted 
strength and weaknesses sections not exceeding ½ page each. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 

 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, specific strengths of the Borrower team.  

 Type here in bullet point format, the most important strengths of the project related to the Borrower team.  
Typically this section would be 2-4 bullets. 

End of strengths subsection 

 
In the subsection below, identify, by bullet point, any weaknesses of borrower team.  

 Type here in bullet point format, the most important risks of the project related to the Borrower Team and 
associated mitigating factors.  Typically this section would be 2-4 bullets. 

End of risks & weaknesses and mitigation subsection 

 

 
End of Section 2- Borrower Team Narrative
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Market –Narrative Section 3 

For both existing projects, and New Construction or Sub Rehab projects: In this section describe the primary market 
area, demographic, economic and market trends.   

Discuss the subject property in relation to the competing properties in the PMA and discuss the lender’s presented 
conclusions concerning rents and expenses. Discuss the status of all FHA insured loans in the same sub-market as the 
proposed project.   

 
For New Construction or Sub Rehab: Describe the material variances between the Market Analyst Report and the 

EMAS analysis of the market.  Specifically address the differences in the conclusion of the Market Analysts and EMAS and 
the reasons for the Program Office’s conclusions regarding the market. Also, discuss lease-up projections, including the 
Absorption Period and Rate, Penetration Rate, and Capture Rate. 

Generally, this section is to be completed by Valuation and should not exceed 1 ½ pages, and the bulleted strength 
and weaknesses sections not exceeding ½ page each. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, specific strengths relating to the project’s expected performance in 

its Market.  

 Type here in bullet point format, the most important market-related strengths of the project.  Typically this 
section would be 2-4 bullets. 

End of strengths subsection 

 
In the subsection below, identify, by bullet point, any weaknesses relating to the project’s expected performance in 

its Market. 

 Type here in bullet point format, the most important market-related risks of the project and associated 
mitigating factors.  Typically this section would be 2-4 bullets. 

End of risks & weaknesses and mitigation subsection 

 

End of Section 3- Borrower Team Narrative



Project Name: [type Project Name here] Loan Committee Submission 

Project City, State: [type Project City, State here] Date of Submission: [type here] 

 

 

Section 4 – Environmental Narrative - Pages in this section: 1           5 

Valuation - Narrative - Section 4 

Insert Loan Committee Workbook Comparables Profile page here. 
 
In this section, compare the HUD appraiser’s and/or the underwriter’s conclusions to the indicators contained in the 

valuation data.  Discuss which indicators are relied on and, in appropriate, provide justification for going outside the 
range of those indicators by the HUD appraiser or underwriter. Discuss which comparables are given the most weight 
and why. Discuss the income, vacancy and expenses of the proposed project in relation to comparables in the market.  If 
the project is a refi, discuss cap rates. 

Generally, this section is to be completed by Valuation and should not exceed 1 ½ pages. The bullet strengths and 
weaknesses sections should not exceed ½ page each. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, specific strengths relating to the project’s underwritten value.  

 Type here in bullet point format, the most important valuation-related strengths of the project.  Typically 
this section would be 2-4 bullets. 

End of strengths subsection 

 
In the subsection below, identify, by bullet point, any weaknesses relating to the project’s underwritten value. 

 Type here in bullet point format, the most important valuation-related weaknesses and risks of the project 
and associated mitigating factors.  Typically this section would be 2-4 bullets. 

End of risks & weaknesses and mitigation subsection 

 

End of Section 4- Valuation Narrative
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Environmental - Narrative - Section 5 

Describe all Reportable Environmental Conditions and discuss the mitigation plan for each.  Discuss other 
environmental issues such as towers, wet lands, adjacent site concerns, ground water flow, flood plains, etc. The 
narrative section should focus on the underwriting conclusion drawn and any prominent concerns. 

Generally, this section is to be completed by Valuation or a field office Environmental Officer and should not exceed 1 
½ pages.  

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, any Reportable Environmental Conditions and mitigation plan for 

each.  

 Type here in bullet point format, the Reportable Environmental Conditions and, very briefly, the mitigating 
plan for each condition.  It is expected that, for most projects, this section would not take up more than one 
page. 

End of Reportable Environmental Conditions subsection 

 

End of Section 5- Environmental Narrative
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A/E Cost - Narrative - Section 6 

Describe the physical characteristics of the existing building or the structure to be built, including any unusual 
building characteristics or components.  Discuss the critical, non-critical and owner-elected repairs that are being 
proposed.  Describe the construction contract type (cost plus, lump sum) and any identity of interest between the 
participants If appropriate to the type of project, explain how functional or market obsolescence will be addressed in the 
renovation of the project. 

Generally, this section is to be completed by A/ E and should not exceed 1 ½ pages. The bulleted strengths and 
weaknesses sections should not exceed ½ page each.. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, specific strengths relating to the design and construction, the scope 

of any renovation and the project’s ability to remain an attractive asset for HUD and the project’s tenants.  

 Type here in bullet point format, the most important A/E Cost-related strengths of the project.  Typically this 
section would be 2-4 bullets. 

End of strengths subsection 

 
In the subsection below, identify, by bullet point, any weaknesses relating to the design and construction, the scope 

of any renovation and the project’s ability to remain an attractive asset for HUD and the project’s tenants. 

 Type here in bullet point format, the most important A/E Cost-related weaknesses and risks of the project 
and associated mitigating factors.  Typically this section would be 2-4 bullets. 

End of risks & weaknesses and mitigation subsection 

 

End of Section 6- A/E Narrative
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Financial – Narrative - Section 7 

Describe the financial structure of the proposed project, including the 1st mortgage and all other financing sources as 
uses of mortgage proceeds and borrower contribution.  This section should explain how the relative levels of equity, 
including land equity, BSRPA, etc., and debt (including any secondary financing, which might be a “soft second),”  affect 
(a) the value of the property as collateral for the loan and(b) the likelihood that the borrower will remain current in 
servicing the debt and maintaining the property. Provide details of the financial terms, rates, re-payment terms and any 
restrictions of all other financing sources. It is important to mention the significance of Owner Cash Contribution here and 
the financial capacity of the principals. 

Generally, this section is to be completed by the Housing Rep or Mortgage Credit Analyst and should not exceed 1 ½ 
pages. The bullet strengths and weaknesses sections should not exceed ½ page each. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
End of general narrative subsection 

 
In the subsection below, identify, by bullet point, specific strengths relating to the project’s financial structure and 

projected financial performance.  

 Type here in bullet point format, the most important finance-related strengths of the project.  Typically this 
section would be 2-4 bullets. 

End of strengths subsection 

 
In the subsection below, identify, by bullet point, any weaknesses relating to the project’s financial structure and 

projected financial performance.  

 Type here in bullet point format, the most important finance-related weaknesses and risks of the project and 
associated mitigating factors.  Typically this section would be 2-4 bullets. 

End of risks & weaknesses and mitigation subsection 

 

End of Section 7- Financial Narrative 
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Waivers Requested - Section 8 

List any waivers requested and current status. 
(Begin Narrative Below) 

 
Type here, so that all information relevant to this section appears above the End of Section box that marks the end of 

this section.  
 
Generally, this section is to be completed by the Housing Reps. 
 
End of Section 8- APPENDIX I – Approval Conditions, if approved with conditions
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Special Conditions - Section 9 

List all special conditions recommended by the lender and concurred by the HUD underwriter, and any additional 
conditions recommended by the HUD underwriter. 

(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section.  
 
Generally, this section is to be completed by the Housing Reps with input from technical disciplines: A/E, Valuation, 

and Mortgage Credit. 
 
End of Section 9- Special Conditions
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Loan Committee Meeting Record - Section 10 

 
Attendees:     Date: 
 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
__________________________________ 
 
 
 
 
Approved   Approved with Conditions    Rejected 
 
If “Approved with Conditions, list Conditions on the following sheet entitled “Loan Committee Approval Conditions, 

If Approved with Conditions”
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LOAN COMMITTEE APPROVAL CONDITIONS, if approved with conditions -  Section 11 

If “Approved with Conditions,” list conditions below 
(Begin Narrative Below) 

 
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section. 
 
End of Section 11- APPENDIX I – Approval Conditions, if approved with conditions 
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Appendix I - Instructions and Definitions  Section 12 

INSTRUCTIONS: 

 This Microsoft Word-based Narratives template and the related Excel-based Loan Information and Financial 
Analysis template should be completed by the by local HUD Field Office  and presented to the National Loan 
Committee in the approval process . 

 This Narratives document is to reflect the application of HUD staff technical expertise to the underwriting of 
the loan in a concise format. The Excel-based Loan Information and Financial Analysis document primarily 
provides to the Loan Committee raw information and data and a limited amount of financial projections 
based on the assumptions captured in the data. 

 It should be stressed that this is a template is a guide. Different Hubs and Processing Centers should use their 
judgment in deciding, for example, how best to present a particular loan or, if the general instructions for 
assigning responsibility for a particular section would not apply because of the particular mix of technical 
expertise or personnel in the office, who should fill out the sections of the template. 

 It is hoped that the technical specialist sections of this template will provide a good framework for the 
processing that is done already. The goal is to assist offices by providing a model and method that will create 
appropriately well-considered and brief technical reports. 

 Both this Narratives document and the Loan Information document provide guidance (which we  
acknowledge would have to be modified on an office-by-office basis depending on the skill and personnel at 
that office) as to what technical discipline and/or HUD senior staff are responsible for preparation and 
verification of the accuracy of information presented in various sections of each document.  

o This guidance takes the form of instructions written in comment blocks in this Narratives 
template (which will be overwritten with the text that the FO staff will insert).  Those 
instructions indicate who is to complete the section. 

o As is the case with the Loan Information Report document, a color coding system is used to 
identify what technical discipline is responsible for the integrity of the section to be completed 
and/or reviewed. 

This form makes us of color coding. The color coding indicates who, in most instances by technical 

discipline, should complete and be responsible for the content of the section.     

      

The color coding follows this convention:     

   Housing reps   Green 

   Mortgage Credit   Red 

   A/E   Blue 

   Valuation   Purple 

 Supervisor   Yellow 

 
Please note that, as a technical matter, this document has been constructed using Microsoft Word’s page break and 
section break capabilities. This allows users to write sections within prescribe areas and maintain well-organized and 
formatted pagination which is easier for the loan committee to follow. To see the normally-hidden paragraph marks 
and other formatting symbols, click on the backwards paragraph mark in the menu bar (¶). 
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General comments about the template: 

 The format may be modified or adapted as necessary to reflect the important deal points and structure of 
specific loans. 

 It should be used at both the Pre-application Invitation and the Firm Commitment stage (for New 
Construction / Substantial Rehabilitation transactions) and at the Firm Commitment stage (for 
Refinancing/Acquisition of existing projects).   

 This document is a working Draft, and we expect it will be modified as the Field Offices and National Loan 
Committee gain experience.  

 
Market Analysis Definitions: 
 
Absorption Period: The period of time necessary for a newly constructed or renovated property to achieve the 

Stabilized Level of Occupancy. The Absorption Period begins when the first certificate of occupancy is issued and ends 
when the last unit to reach the Stabilized Level of Occupancy has a signed lease. The Absorption Period assumes a typical 
pre-marketing period, prior to the issuance of the certificate of occupancy, of about three to six months. The month 
leasing is assumed to begin should accompany all absorption estimates. 

 
Absorption Rate: The average number of units rented each month during the Absorption Period.  
 
Capture Rate: The percentage of age, size, and income qualified renter Households in the Primary Market Area that 

the property must capture to achieve the Stabilized Level of Occupancy. Funding agencies may require restrictions to the 
qualified Households used in the calculation including age, income, living conditions and other comparable factors. The 
Capture Rate is calculated by dividing the total number of units at the property by the total number of age and income 
qualified renter Households in the primary market rate area. 

 
Penetration Rate: The percentage of age and income qualified renter Households in the Primary Market Area that all 

existing and proposed properties, to be completed within six months of the subject, and which are competitively priced to 
the subject that must be captured to achieve the Stabilized Level of Occupancy.  Funding agencies may require 
restrictions to the qualified Households used in the calculation including age, income, housing conditions and other 
comparable factors.  See Capture Rate for property specific rate.  
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Appendix II - Additional Property-related Financial Data, Descriptions, Documents or Material - 
 Section 13 

Pages printed from the Excel file that captures loan information and produces financial projections (sometimes 
referred to as the “wheelbarrow”) should be included in this section. 

 
If none, write “None” in the text block below.  
 
If additional comments, documents or material is included, briefly describe what is included; if nothing additional 

is included, write “None” in the text block below: 
 

(Begin Narrative Below) 

  
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section. 
 
End of Section 13- APPENDIX II – Additional Comments, Documents or Material
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Appendix III – HUD Hub or Processing Center Comments-  Section 14 

 
Staff or technical disciplines should use this section to include comments or qualifying, affirming or dissenting 

remarks. If no such comments or qualifying remarks are included here, write “No comments or qualifying remarks” in 
the text block below.  

 
(Begin Narrative Below) 

  
Type your narrative or insert copied or cut text, tables, documents or other material here, so that all information 

relevant to this section appears above the End of Section box that marks the end of this section. 
 
End of Section 14- APPENDIX III – HUD Hub or Processing Center Comments 
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