Section 232 New Construction Underwriting Punch-list
DATE: XX/XX/XX

ASSIGNED HUD UNDERWRITER: XXXXXXXXXXX

PROJECT NAME: XXXXXXXXXXX

PROJECT NUMBER: XXX-XXXXX


Section A:  General Underwriting

1) Security and Collateral (Physical)

2) Reliability of the Proposed Income Stream (Fiscal)

3) Borrower and Operator Credit Worthiness (Compliance with Business Agreements)

	Step
	Activity
	Key Point
	Source Document
	Yes
	No
	Comments

	A1
	U/W  Receives Hard Copies of Lender Firm Submittal.
	After U/W receives hard copies of Lender Firm Submittal, U/W emails WLM that they have received.  U/W begins to work through this Punchlist as soon as they can – not waiting for the below email from the WLM.
	Lender Firm Submittal

Email to WLM
	Date Received:

     
Email to WLM sent:

     

	
	

	A1
	Review e-mail from Workload Manager and confirm due date and staff assignments.


	Workload Manager will send email with FHA Number Request Form and assignments of HUD Closing Attorney; OIHCF Appraiser; Field Reviewer; OIHCF Account Executive; OIHCF Construction Manager; and confirmation of date of application receipt.

Initiate review process.
	-FHA Number Request Form

- Email from Workload Manager
	 FORMCHECKBOX 
Yes.  Reviewed email and confirmed due date and staff assignments. Move on
	 FORMCHECKBOX 
No.  Reviewed email but unable to confirm due date and/or staff assignments.  Contact Work Load Manager
All Activities listed have not been completed.  Complete all before moving on.
	Sample Email from Workload Manager:

To NAME (Lean Team Member).

You have been assigned the following project for Lean 232 Processing:

NAME, FHA NUMBER

The FHA Number Request Form is attached for further information on the project.

Project Assignments have been made as of DATE.  Staff has been notified and have access to SharePoint.  They are as follows:

· HUD Closing Attorney

· OIHCF Appraiser 

· Field Reviewer

· OIHCF Account Executive

· OIHCF Construction Manager

The following items have been completed:

· The file has been uploaded to the SharePoint site under – NAME

· A working file has been created for completed documents under the Project file.

· The lender has been instructed to send you 2 hard copies of the Firm Application package.
· The check amount has been verified and is found to be correct and has been processed (copy of processing has been sent to U.W.)

· There is/is not Prepayment involved.

· There is/is not Accounts Receivable involved.

The date of application receipt is DATE.  And as such, the deadline for review is DATE.

Should you have any questions, please feel free to contact your Workload Manager.

     

	A2
	FED EX a hard copy of the documents showing in the Comments column to the assigned HUD Closing Attorney.
	
	Firm application submittal hard copies (U/W should receive 2 hard copies from lender).

Firm Application Checklist
	 FORMCHECKBOX 
 Completed. Move on
	
	1.  Underwriting Narrative (1-2)
2.  Contact List (01-08)
3.  Organizational Docs of Mortgagor (3-1 & 3-2).

4.  Organizational Docs for principals of Mortgagor (if applicable) (4-1 & 4-2)

5.  Organizational Docs of Operator/Lessee (5-1 & 5-2)

6.  Operator Lease, Memorandum of Lease, & Estoppel Certificate, (if applicable)  (5-11)

7.  Organizational Docs of Parent of Operator (if applicable) (6-1 & 6-2) 
8.  Owner Arch Agreement with attachments ((8-10)

9.  Organizational Docs of Management Agent (if applicable) (9-1 & 9-2)

10.  Licenses  (10-2)

11.  Title  (10-3)

12.  Survey  (10-4)

13.  Evidence of compliance (10-5)

14.  Commercial Leases (if applicable)  (10-7)

15.  Ground Lease (if applicable) (10-8)



	A3
	Update DAP to show Firm Application Received.
	DAP must be kept current.
	DAP Instructions for Lean 232/223(f) Program posted on Sharepoint
	 FORMCHECKBOX 
 Completed. Move on
	
	     

	A4
	Confirm that lender’s underwriter is approved to underwrite LEAN loans 
	OIHCF U/W compares the lender’s U/W who signed the Lender’s Narrative to the list of approved LEAN U/W’s posted on Sharepoint
	Lender’s U/W Narrative (1-2) 
List of approved LEAN U/W’s posted on Sharepoint


	 FORMCHECKBOX 
 U/W  Approved.  Move on

	 FORMCHECKBOX 
  U/W not Approved. Capture for Step A22

	     


	A5
	Review the application package using the Firm Application Checklist to make sure all required documents have been submitted in the application package. 
	
	-Firm application package 

- Firm Application Checklist
	 FORMCHECKBOX 
Yes.  All required documents submitted.    Move on

	 FORMCHECKBOX 
 No.  All required documents not submitted. 
Capture for Step A22

	     

	A6
	Confirm that the format of the Lender Narrative includes all required sections.


	Compare with Lender Narrative Template.  
	- Lender’s U/W Narrative (1-2) 
- Lender Narrative Template on Sharepoint
	 FORMCHECKBOX 
Yes.   The Lender Narrative is identical to the required Narrative format.

Move on
	 FORMCHECKBOX 
No.  The Lender Narrative is not identical to the required Narrative format.   

Capture for Step A22
	     

	A7
	Perform  a completeness review of the HUD Form 935 with attachments using the FHEO Review Checklist posted to Sharepoint under “Lean Team” and “Resources”

	See the FHEO Review Procedures 232 Lean document posted to Sharepoint under “Lean Team” and “Resources”.  This is only a check to make sure all applicable portions of the FHEO Review Checklist have been completed.  If there are any incomplete portions, request revisions from the lender.
	-“FHEO Review Procedures 232 Lean” document 
-FHEO Review Checklist

- Lender’s U/W Narrative (1-2)
-HUD Form 935, Affirmative Fair Housing Marketing Plan (AFHMP), and its attachments  (11-4)
	 FORMCHECKBOX 
Yes.   The 935 is complete.  Move on
	 FORMCHECKBOX 
No.  The 935 is not complete.
Capture for Step A22
	     


	A8
	Contact the Director of FHEO in the Regional Office to obtain the assignment of the FHEO staff member who will work on the project. 
	See the FHEO Review Procedures 232 Lean document posted to Sharepoint under “Lean Team” and “Resources”.
	-Lean Project FHEO Review Procedures 
	 FORMCHECKBOX 
 Date UW contacted Director of FHEO in the Regional Office:      
Who was contacted:      
	
	     
Name of FHEO person assigned to the project:      


	A9
	Transmit AFHMP with attachments and Lender Narrative to FHEO and request approval of AFHMP.


	See the FHEO Review Procedures 232 Lean document posted to Sharepoint under “Lean Team” and “Resources”.
	--“FHEO Review Procedures 232 Lean” document 
- Lender’s U/W Narrative (1-2)

-HUD Form 935, Affirmative Fair Housing Marketing Plan (AFHMP), and its attachments  (11-4)
	
	
	     
 Date AFHMP sent to FHEO Reviewer:      
Date AFHMP approved:      


	A10
	Begin Mortgage Credit Supplemental by listing principals of the transaction

Principals include:

· Borrower (Owner/Mortgagor)

· Operator

· Parent of the Operator

· Management Agent

· General Contractor
	Identifies the various parties involved with the transaction.  
	- Lender’s U/W Narrative (1-2): Executive Summary / Mortgagor / Principal of Mortgagor / Operator / Parent of Operator / Management Agent / General Contractor).

-Contact List (01-08)

-Organizational Charts (Exhibits: 03-01 / 04-01 / 05-01 / 06-01)
	 FORMCHECKBOX 
Yes.  Listing of principals included.  Complete Mortgage Credit Supplemental
	 FORMCHECKBOX 
No.   Principals not included. 

Capture for Step A22

	     

	A11
	Read Lender Narrative to obtain a global overview of the project.

	Narrative may reveal potential issues or red flags.

Narrative may also identify special conditions.

Narrative will identity the licensure requirements which include license holder and number of beds/units licensed.  

Narrative may also identify waivers.
	- Lender’s U/W Narrative (1-2)
	 FORMCHECKBOX 
Yes.  There are potential issues/red flags.  Make notes of issues/flags in “comment” section.

 FORMCHECKBOX 
Yes.  The Lender recommended firm commitment conditions.  Review and capture them for firm commitment.  List special conditions recommended by Lender in the “comments” section.

 FORMCHECKBOX 
Yes. The Lender Narrative indicates that the license application or the proposed application will identify the holder and number of beds/units.

 FORMCHECKBOX 
Yes.  The Lender recommended waivers or the HUD U/W has identified a required waiver.  Move on to step A12.
	 FORMCHECKBOX 
No.  There are no potential issues/red flags identified at this time in review.  
 FORMCHECKBOX 
No.  The Lender did not recommend special conditions.  

 FORMCHECKBOX 
No. The Lender Narrative does not indicate that the license application or the proposed application will identify the holder or the correct number of beds/units. Capture for Step A22

 FORMCHECKBOX 
No.  There are no required waivers.  Skip to step A16

	     

	A12
	Prepare the required waiver(s). 
	If the HUD Underwriter concurs with the waiver request, they must prepare Form HUD-2, Request for Waiver of Housing Directive on each waiver.

The waiver approval process must be initiated as soon as they are identified.
	- Lender’s U/W Narrative (1-2)

-Form HUD-2 (downloadable off HUDCLIPS)
	 FORMCHECKBOX 
Yes.   HUD U/W concurs with waiver request and HUD 2 has been prepared. 
Move on to Step A13
	 FORMCHECKBOX 
No.  HUD U/W does not concur with waiver request.  Capture for 

Step A22 and move on to Step A16.

	Topic of waiver is      


	A13
	Review of waiver(s) by the assigned HUD Closing Attorney. 
	The HUD Underwriter emails the HUD Closing Attorney (attaching prepared Form HUD-2).  Sample email format:  Please see the attached waiver request.  Please reply via email to me whether the directive to be waived is statutory or regulatory or not. 
	- Lender’s U/W Narrative (1-2)

-Form HUD-2
	Date email was sent to HUD Closing Attorney:      
Date email received from HUD Closing Attorney:

     
 FORMCHECKBOX 
 Waiver is not statutory or regulatory.  Print email for file and Move on to Step A14.
	 FORMCHECKBOX 
 Waiver is statutory or regulatory.  Waiver cannot be granted.  Capture for Step A 22 and move on to Step A16.
	

	A14
	Review of waiver(s) by the Workload Manager. 
	The HUD Underwriter requests concurrence from the Workload Manager via email.  Request approval by forwarding the HUD Closing attorney email whereby they opined that the directive was not statutory or regulatory. Make sure the prepared Form HUD-2 is attached.
	- Lender’s U/W Narrative (1-2)
-Form HUD-2

-Email from HUD Closing attorney
	Date email was sent to Workload Manager:      
Date email received from Workload Manager:      
 FORMCHECKBOX 
WLM concurs with waiver.  Print email for file and Move on to Step A15.
	 FORMCHECKBOX 
WLM does not concur with the waiver. Capture for Step A 22 and move on to Step A16. 
	

	A15
	Approval/disapproval of waiver(s) by the Field Director. 
	The HUD Underwriter requests approval from the Field Director via email.  Request approval by forwarding the email whereby the WLM gave their concurrence.  Make sure the prepared Form HUD-2 is attached.

Copies of approved waivers are sent to:

1.  Director, Organizational Policy, Planning and Analysis Division, Room 9116, HUD Headquarters, HRO

2.  General Counsel, HUD Headquarters, Room 10114, G 

3.  Director of OIHCF, Room 9224, HUD Headquarters, HI
	- Lender’s U/W Narrative (1-2)
-Form HUD-2

-Email from WLM
	Date email was sent to Field Director:      
Date email received from Field Director:      
 FORMCHECKBOX 
Field Director concurs with waiver.  Print email for file; enter HUD Closing attorney name, date of email, check box that is not Statutory/Regulatory, Field Director name, and date of approval on HUD 2; send hard copies to HQ’s Offices listed in “Key Point” and Move on to Step A16.
	 FORMCHECKBOX 
Field Director does not concur with the waiver. Capture for Step A22 and move on to Step A16. 
	

	A16
	Review Appraisal Report and Market Study conclusions to determine consistency with Lender Narrative
	The Market Study is not required at this stage if Pre-App was submitted.
	-Appraisal Report (2-1)
-Market Study  (2-2)
- Lender’s U/W Narrative (1-2)
	 FORMCHECKBOX 
Yes.  The conclusions in the reports agree with the Lender Narrative.   Move on

	 FORMCHECKBOX 
No.  The conclusions in the reports do not agree with the Lender Narrative.  Notate for Section B of this punch list.
	     

	A17
	Complete 2530 punch-list.


	2530’s must be submitted for all applicable participants

Firm Commitment cannot be issued if any of the applicable participants have flags in the system.

Applicable participants include:

· Borrower (Owner/Mortgagor)

· Operator

· Management Agent

· Contractor
	-2530 Punch-list

-2530 documents

-Mortgage Credit Supplemental

-APPS Certifications (Exhibits: 3-04, 4-04,  5-04,  7-04,  9-6)
	 FORMCHECKBOX 
 Completed. Move on

	
	     

	A18
	Confirm that Commercial Space, if any, does not exceed either 10% of gross floor area or 15% of gross income.


	If no to EITHER total net OR effective gross income, the project is ineligible. 


	- Lender’s U/W Narrative (1-2): Program Eligibility-Commercial Space/Income)
	 FORMCHECKBOX 
Yes.   Commercial space present, and: 

      FORMCHECKBOX 
<10% of gross floor area

     AND

      FORMCHECKBOX 
<15% of gross income 

      Move On

 FORMCHECKBOX 
Yes.   Commercial space and/or income exceed above limitations and there is a waiver request in the application that needs to be processed.  Complete Steps A12-A15 above.
	 FORMCHECKBOX 
No.  There is no Commercial space. Move On
 FORMCHECKBOX 
No.  Commercial space and/or income exceed limitations but there is no waiver request in the application.  
Capture for Step 22

	     

	A19
	Check for Certificate of Need (CON) or equivalent state authorization and ensure it covers proposed number of licensed beds and is current.
	Not all states issue a CON  


	- Lender’s U/W Narrative (1-2): Program Eligibility - Certificate of Need/Keys Amendment)


	 FORMCHECKBOX 
Yes.   Move On
 FORMCHECKBOX 
 N/A.  Move On
	 FORMCHECKBOX 
No.  Submission either incomplete or not submitted at all.   

Capture for Step 22

	     

	A20
	Contact the Regional Labor Relations Officer in the Regional Office to obtain the assignment of the Labor Relations Specialist who will work on the project. 
	
	-Labor Relations Protocol on LEAN Projects
	Date UW contacted the Regional Labor Relations Officer:

     
Who was contacted:      
	
	     
Name of LRS assigned to the project:      


	A21
	Email (copy OIHCF Construction Manager) the assigned Labor Relations Specialist a copy of the Lender Narrative and a copy of the Specifications.  The email shall include the contact information for the OIHCF Construction Manager.


	Sample email language:

Your Regional Labor Relations Officer has assigned you to the subject project.  Please find attached a copy of the Lender’s Narrative and the Specifications.  The OIHCF Construction Manager’s contact information is as follows:  (name, phone number and email address).  Please review in accordance with the Labor Relations Protocol on LEAN Projects document. 
	- Lender’s U/W Narrative (1-2)
- Specifications (8-2)
- Labor Relations Protocol on LEAN Projects
	Date UW sent email:

     

	
	     


	
	Assemble deficiencies (if any) from Section A and draft an email  to Lender.  Send draft email to WLM and obtain their email concurrence.
	The email shall include:

· List of deficiencies

· Deadline for submittal (2 business days)

·  Format of submittal (one electronic and two hard copies)

-  Lender response shall be sent to the HUD Underwriter
	HUD UW Punchlist
	 FORMCHECKBOX 
  Email drafted and sent to WLM
	 FORMCHECKBOX 
  No deficiencies found.  Move on to Section B.
	

	A22
	Send the deficiency email to the lender with a cc: to the Work Load Manager and as necessary to the HUD Appraiser and HUD Closing Attorney.


	If information is not received within 2 business days, application shall be returned to Lender. 
	HUD UW Punchlist
	Email sent to lender on:

     
(fill in date)

Lender response received on:

     
(fill in date)
	
	     



Section B: General Underwriting

Objective 2) Reliability of the Income Stream (future) (Fiscal) /Administrative Appraisal and Market Study Review

	Step
	Activity
	Key Point
	Source Document
	Yes
	No
	Comments

	B1
	 FORMCHECKBOX 
Contact the OIHCF review appraiser assigned to this project and make sure they have what they need to complete their review.


	The appraiser should have been assigned at the same time as the underwriter, since all New Construction and Sub Rehab applications require a review by an OIHCF Appraiser.
	-Appraisal (2-1)
-Market Study (may have been submitted earlier if there was a pre-app) (2-2)
- Lender’s U/W Narrative (1-2), Appraisal Section

-Operator’s 3-year income and expense history (5-7 through 5-10) 

-OIHCF Appraiser’s Review Protocol.

-OIHCF Market Study Review Protocol.
	
	 FORMCHECKBOX 
OIHCF Appraiser has needed documents, move on.
	     

	B2
	Notify field reviewer of need for a 4128 environmental review. Supply them with a copy of the Field Review Worksheet, the site location information, Phase 1, Phase II if applicable, and the draft 4128 submitted by the lender. (Note: if a pre-app was submitted, the 4128 may already be completed and the field reviewer does not need to be involved again.)
	If there was a pre-app, this process will have already been started, check with the file.

4128 Environmental is ALWAYS required. Note: The supervisor of the field reviewer needs to cosign the 4128. 
	-HUD-4128 (2-3 B.)
-Field Review Worksheet
	
	 FORMCHECKBOX 
Notified field reviewer, move on.

OR

 FORMCHECKBOX 
4128 completed at pre-app, move on.
	     

	B3
	Is there general agreement between the market study and appraisal in terms of the occupancy and absorption conclusions?

Did the appraisal identify any competitive facilities not included in the market study, and vice versa?
	The market study should be given primary emphasis on supply-demand
	-Appraisal (2-1), Market Analysis Section

-Market Study  (2-2)
- Lender’s U/W Narrative (1-2)
	 FORMCHECKBOX 
Yes, Move on

 FORMCHECKBOX 
Yes, Look for lender justification, and contact if needed.
	 FORMCHECKBOX 
No, look for justification in the Lender’s Narrative, and contact lender if needed.

 FORMCHECKBOX 
No, Move on
	

	B4
	The Lender’s underwritten value conclusion is equal to or less than the Replacement Cost conclusion.
	
	- Lender’s U/W Narrative (1-2): Appraisal – Reconciliation) 
	 FORMCHECKBOX 
Yes, Move on
	 FORMCHECKBOX 
No, Contact Lender and require revision limiting value to the total Replacement Cost.
	     

	B5
	Review Survey and Title for rights of third parties (easements).
	Look for easements that would impact marketability (e.g. Runs through middle of building, encroachments, egress, land-locked). Take concerns to HUD appraiser IF not addressed appropriately in Lender narrative
	-ALTA/ACSM Land Title Survey (Exhibit: 10-04)

-Title (Exhibit:10-03)

- Lender’s U/W Narrative (1-2): ALTA/ACSM Land Title Survey; AND Title)
	 FORMCHECKBOX 
Yes, Easements & encroachments with material effects -Consult OIHCF  appraiser and/or HUD legal

 FORMCHECKBOX 
Yes, Easements & encroachments, however, they have no material effect- Move on
	 FORMCHECKBOX 
No, easements and encroachments - Move on


	     


Section C:  Plans and Specifications, Project Architect, and General Contractor’s Construction Costs
	Step
	Activity
	Key Point
	Source Document
	
	
	Comments

	C1
	Check for complete Plans and Specifications 
Has the Lender confirmed Plans and Specifications are complete and ready for construction?
	
	- Lender’s U/W Narrative (1-2): Plans and Specifications)

-Lender’s Architectural Analyst’s Review Report (Exhibit 2-4)
	 FORMCHECKBOX 
Yes, Move on

	 FORMCHECKBOX 
No, 
 FORMCHECKBOX 
Lender has provided assurance that Plans and Specs will be complete and submitted prior to Initial Closing, and proposed a Firm Commitment Special Condition to cover the issue –Move on 

    FORMCHECKBOX 
 Lender has not provided assurance that Plans and Specs will be complete and submitted prior to Initial Closing – Contact Lender
	     

	C2
	Is the project in compliance with the Fair Housing Accessibility Guidelines (FHAG), and Part 504 of the Rehabilitation Act of 1973 (aka – Section 504) and the Uniform Federal Accessibility Standards (UFAS)?
	
	- Lender’s U/W Narrative (1-2): Accessibility Requirements Section)

- Lender’s Architectural Analyst’s Review Report (Exhibit 2-4)

	 FORMCHECKBOX 
Yes, the Plans and Specifications meet all applicable accessibility requirements - Move on
	 FORMCHECKBOX 
No, Contact Lender
	     

	C3
	Check the Design Architect’s Certification. Has a signed and dated, “Design Architect’s Certification,” been submitted?
	
	- Lender’s U/W Narrative (1-2): Design Architect’s Certification)

- Lender’s Architectural Analyst’s Review Report (Exhibit 2-4)
- Firm Commitment (Exhibit: 1-4) 
	 FORMCHECKBOX 
Yes, Move on

	 FORMCHECKBOX 
No, Contact Lender
	

	C4
	Check the General Contractor’s Construction Costs. Has the Lender’s Cost Analyst provided an independent cost estimate that is within 10% of the General Contractor’s Cost Estimate?
	When comparing the Lender’s Cost Analyst’s Estimate with the General Contractor’s Estimate (form HUD-92328), any costs that deviate more than 10% must be explained and justified.
	- Lender’s U/W Narrative (1-2): General Contractor’s Cost Estimate)

-Lender’s Cost Analyst’s Review Report (Exhibit 2-5)


	 FORMCHECKBOX 
Yes, Move on

	 FORMCHECKBOX 
No, 
 FORMCHECKBOX 
Lender has explained and  justified all cost differences in excess of 10% - Move on 

    FORMCHECKBOX 
 Lender has not explained and justified  all cost differences in excess of 10% - Contact Lender
	     

	C5


	Check the Owner / Architect Agreement. Has a complete and correct B181 been submitted?
	The following must be attached to the B181, “Amendment to AIA Document B181, Standard Form of Agreement Between Owner and Architect for Housing Services.”
	- Lender’s U/W Narrative (1-2): Owner/Architect Agreement)

- Lender’s Architectural Analyst’s Review Report (Exhibit _____)


	 FORMCHECKBOX 
Yes, Move on

	 FORMCHECKBOX 
No, Contact Lender
	     


Section D:  Credit Worthiness / Character of the Mortgagor & Principals

Objectives:  1) Security and Collateral (Physical) and 3) Borrower and Operator Credit Worthiness (Compliance with Business Agreements)
	Notes:  

1.   A step in Counsel’s punch list inquired as to whether or not the lease payment was sufficient to provide debt service.  Since step E9 asked the same question, Counsel removed the step from their list.  If it is determined that the Underwriter must decide if the lease is acceptable, then we will need to know specifically what to review and insert the information into step E9.

2.  Steps questioning whether or not an Identity of Interest exists and whether or not it is acceptable were not added to this document.  There was discussion that the question regarding Identity of Interest should be posed earlier in the process, possibly in Section A.  If it is determined that this punch list should capture the information, then add a step to all applicable sections (cross reference Consolidated Certifications).


	Step
	Activity
	Key Point
	Source Document
	Yes
	No
	Comments

	D1
	Recall the identity of the

a) mortgagor; 

b) principals; and

c) ownership structure


	Typically the Mortgagor is a newly created single asset entity.  Therefore, the Mortgagor’s credit history, financial capacity, and experience record are minimal.
	- Lender’s U/W Narrative (1-2)
-Organizational Chart (3-1 and 4-1)

-Organizational Documents (3-2 and 4-2)   

-Non-Profit Mortgagor (3-3)

-Mortgage Credit Supplemental 

-Possible Section 232 Participant Scenarios 
	
	
	     

	D2
	Review Principals’ level of experience   

	Gain a good understanding of the background and experience of the Principals of the Mortgagor.   


	- Lender’s U/W Narrative (1-2)
-Resume (4-3) 

-APPS Certification (4-4)
	 FORMCHECKBOX 
Yes.  The Principals have required experience.   Move on


	 FORMCHECKBOX 
 No.  The Principals do not have the required experience.

However,

 FORMCHECKBOX 
 The mortgagor has selected an agent/operator that has the expertise to market and operate the facility.  Move on
	     

	D3
	Determine whether any of the following were identified for the Mortgagor and Principals:

a) Delinquent Federal Debt;

b) Judgments;

c) Suits or legal actions;

d) Bankruptcies; 

e)  Tax liens   
  
	These items must be appropriately resolved and documented.

Cannot issue firm commitment with outstanding issues.

Credit reports must be current within 60 days of application submission.
	- Lender’s U/W Narrative (1-2)
-Consolidated Certification (3-5 and 4-5)

-Credit Report 

(3-6 and 4-6)


	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
 Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender
If Lender cannot address adequately, consider rejecting individual/firm. 
	 FORMCHECKBOX 
 No.  No issues identified.  Move on
	     


	D4
	Evaluate the Mortgagor and  Principals’ risk    


	Credit reports for newly formed single asset entities will contain minimal information.

	- Lender’s U/W Narrative (1-2)
-Credit Report  (3-6 and 4-6)
	 FORMCHECKBOX 
Yes.  Risk is acceptable.  
Score exceeds 400; no derogatory issues; or derogatory issues reviewed and justified satisfactorily.   Move on
	 FORMCHECKBOX 
 No.  Risk is not acceptable.  Scores are low or derogatory issues identified – no justification provided.   
Contact Lender.  

	     
 

	D5


	Evaluate the risk of the Principals’ other Business Concerns   


	A credit check is required on all Business concerns involving pending judgments, legal actions or suits, or bankruptcy claims.  Also, a 10% credit sampling is required on all remaining ventures. 


	- Lender’s U/W Narrative (1-2)
-Credit Report  (3-6 and 4-6)
	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
 No.  No issues identified.  Move On

	     

	D6
	Identify whether secondary financing is proposed


	Examples of secondary financing: grants and loans made by a Federal, State, or local government agency; other entities; or natural persons

The grant/loan commitment letter should identify the amount of funds; intended use; and conditions.
	- Lender’s U/W Narrative (1-2)
-Grants and/or Loans; Bond Financing (Section 13: Additional Funding Sources)

-Commitment Letter (Section 13: Additional Funding Sources)
	 FORMCHECKBOX 
Yes.  Secondary financing is proposed.  

 FORMCHECKBOX 
Acceptable.  Move On
Or 

 FORMCHECKBOX 
Not Acceptable.  Contact Lender
	 FORMCHECKBOX 
 No.  Secondary financing is not proposed.  Move on 


	     

	D7
	Identify whether Tax Credits are involved
	
	- Lender’s U/W Narrative (1-2)
-Tax Credits  (13-3)
	 FORMCHECKBOX 
Yes.  Tax Credits are involved, And 

 FORMCHECKBOX 
Required documents were submitted.  Move On
Or 

 FORMCHECKBOX 
Required documents not submitted.  Contact Lender
	 FORMCHECKBOX 
 No.  Tax Credits are not involved.  Move on 


	     

	D8
	Determine whether the Land is in the name of the Mortgagor
	
	-Purchase and Sale Agreement/

Amendments or Extensions (10-1)

-Pro Forma Title (10-3 B.) 
	 FORMCHECKBOX 
Yes.  Land is in the name of the Mortgagor.  Move On

	 FORMCHECKBOX 
 No.  Land is not in the name of the Mortgagor but will be by initial closing.  Move on 


	     


 FORMCHECKBOX 
 No Operator, Skip Section E.
Section E:  Credit Worthiness/Character of the Operator/Principals/Licensee

Objective: 3) Operator/Licensee Credit Worthiness (Compliance with Business Agreement)
	Step
	Activity
	Key Point
	Source Document
	Yes
	No
	Comments

	E1
	Determine if the project has an Operator  

	Recall the identity of the

a.) Operator

b.) Principals 

c.) Ownership structure


	- Lender’s U/W Narrative (1-2)
-Organizational Chart (5-1)

-Organizational Documents (5-2) 

-Mortgage Credit Supplemental 

-Possible Section 232 Participant Scenarios
	 FORMCHECKBOX 
Yes.  The project does have an Operator.  Move on

	 FORMCHECKBOX 
No.  The project does not have an Operator.  STOP.  DO NOT COMPLETE SECTION E
	     

	E2
	Review the Operator’s level of experience    

	Gain a good understanding of the Operator’s background and experience.

Make certain they have operated SIMILAR/

RELEVANT properties minimum 3 years


	- Lender’s U/W Narrative (1-2)
-Resume (5-3 A.)
-Schedule of Facilities Owned, Operated, or Managed (5-3 B.)
-APPS Certification (5-4)
	 FORMCHECKBOX 
Yes.  The Operator is experienced.  
Move on


	 FORMCHECKBOX 
No.  The Operator is not experienced or has less than 3 years experience.  Contact Lender – Another party may have the required experience.

 FORMCHECKBOX 
 Consider Rejecting

	     

	E3
	Determine whether any of the following were identified for the Operator:

a)  Delinquent Federal

      Debt;

b)  Judgments;

c)  Suits or legal

      actions;

d)  Bankruptcies; 

e)  Tax liens    
 
	These items must be appropriately resolved and documented

Cannot issue firm commitment with outstanding issues

Credit reports must be current within 60 days of application submission


	- Lender’s U/W Narrative (1-2)
-Consolidated Certification 

(5-5)
-Credit Reports (5-6)

	 FORMCHECKBOX 
Yes.  Issues identified.  And

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender
If Lender cannot address adequately, consider rejecting individual/firm.  
	 FORMCHECKBOX 
No.  No issues identified.  Move on.


	     


	E4
	Evaluate the Operator’s risk



	Credit reports give a picture of the entity/individuals payment history and financial interactions with its creditors


	- Lender’s U/W Narrative (1-2)
-Credit Report   (5-6)
	 FORMCHECKBOX 
Yes.  Risk is acceptable.  

Score exceeds 400; no derogatory issues; or derogatory issues reviewed and justified satisfactorily.  Move on
	 FORMCHECKBOX 
No.  The risk is not acceptable.  Scores are low or derogatory issues present – no justification provided.  Contact Lender.   
  
	     


	E5
	Evaluate the risk of the Operator’s other Business Concerns   


	A credit check is required on all Business concerns involving pending judgments, legal actions or suits, or bankruptcy claims.  Also, a 10% credit sampling is required on all remaining ventures. 

These items must be appropriately resolved and documented.
	- Lender’s U/W Narrative (1-2)
-Credit Report   (5-6)
-Consolidated Certification (5-5)

	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. Move On
Or

 FORMCHECKBOX 
 Lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
No.  No issues identified.  Move On

	     


	E6
	Determine if the Lender appropriately addressed any material Accounts Payable (AP) over 60 days   

	Aging of Accounts Payable is a measure of an entity’s current and past payment history.
	- Lender’s U/W Narrative (1-2)
- Balance Sheet (Section 5: Operator (Lessee)) and Schedule of Accounts Payable
	 FORMCHECKBOX 
Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
N/A, No Material AP > 60 days.  Move on 
	 FORMCHECKBOX 
No.  Lender has not addressed appropriately.  Contact Lender 
	     

	E7
	Determine if the Lender appropriately addressed any material Accounts Receivable (AR) over 60 days   
  
	Aging of Accounts Receivable is a measure of an entity’s ability to collect.


	- Lender’s U/W Narrative (1-2)
-Balance Sheet (Section 5: Operator (Lessee)) and Aging of Accounts Receivable
	 FORMCHECKBOX 
 Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
 N/A, No Material AR > 60 days.  Move on 
	 FORMCHECKBOX 
No.  Lender has not addressed appropriately.  Contact Lender
	     

	E8
	Review the Net Operating Income (NOI) and determine if it is negative or declining for the year-to-date and last 3 fiscal years (as applicable)


	If the NOI is negative, review the lender narrative to assess justification

NOI is before depreciation and amortization and lease payment


	- Lender’s U/W Narrative (1-2)
-Operator Financial Statements (Section 5: Operator (Lessee))

-Income and Expense Statement (Section 5: Operator (Lessee))
	 FORMCHECKBOX 
Yes.  NOI is negative or declining.  And,

 FORMCHECKBOX 
The lender addressed appropriately.  Move On
Or

 FORMCHECKBOX 
The lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
No.  NOI is not negative or declining.  Move on
 
	     

	E9
	Determine whether the lease payment is sufficient to provide debt coverage after the costs of the mortgage 
	Cost of the mortgage includes principal interest, MIP, real estate taxes, insurance premiums, replacement reserves and any other costs required by HUD
	- Lender’s U/W Narrative (1-2)
-Operating Lease (Section 5: Operator (Lessee))
	 FORMCHECKBOX 
Yes.  Lease payment is sufficient.  Move on

	 FORMCHECKBOX 
No.  Lease payment is insufficient.  Special condition required in firm commitment 
	     


 FORMCHECKBOX 
 Single-Asset Operator Entity with no parent company, Skip Section F.

Section F:  Credit Worthiness/Character of the Owner/Operator facility Operator/Parent

Objective 3) Borrower and Operator Credit Worthiness (Compliance with Business Agreements)

This section is NA if there is a single-entity, non-owner operated parent (separate management agent) 

	Step
	Activity
	Key Point
	Source Document
	Yes
	No
	Comments

	F1
	Determine if the Operator has a Parent Company


	
	- Lender’s U/W Narrative (1-2)
-Organization Chart (6-1)

-Organization Docs (6-2)   

-Possible Section 232 Participant Scenarios
	 FORMCHECKBOX 
Yes.  The Operator does have a Parent Company.  Move on

	 FORMCHECKBOX 
No.  The Operator has no Parent Company.

STOP.  DO NOT COMPLETE SECTION F


	     

	F2
	Verify the experience level of the Operator/Parent   
	Gain a good understanding of the Parent’s background and experience.

Make certain they have operated SIMILAR/

RELEVANT properties minimum 3 years


	- Lender’s U/W Narrative (1-2)
-Resume (6-3 A.)

-Schedule of Facilities Owned, Operated, or Managed (6-3 B.)
	 FORMCHECKBOX 
Yes.  The Operator/Parent is experienced.  
Move on


	 FORMCHECKBOX 
No.  The Operator/Parent is not experienced or has less than 3 years experience.  Contact Lender – Another party may have the required experience.

 FORMCHECKBOX 
Consider Rejecting
	     

	F3
	Determine whether any of the following were identified for the Parent of the Operator:

a)  Delinquent Federal

      Debt;

b)  Judgments;

c)  Suits or legal

      actions;

d)  Bankruptcies

e)  Tax liens    

	These items must be appropriately resolved and documented

Cannot issue firm commitment with outstanding issues

Credit reports must be current within 60 days of application submission


	- Lender’s U/W Narrative (1-2)
-Consolidated Certification (Section 6: Parent of Operator)

-Credit Report 

(Section 6: Parent of Operator)


	 FORMCHECKBOX 
Yes.  Issues identified.  And

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender
If Lender cannot address adequately, reject individual/firm.  
	 FORMCHECKBOX 
No.  No issues identified.  Move on. 

	     

	F4
	Evaluate the risk of the Parent of the Operator    


	Credit reports give a picture of the entity/individuals payment history and financial interactions with its creditors


	-Lender Narrative (Exhibit: 01-02)

-Credit Report 

(Section 6: Parent of Operator)
	 FORMCHECKBOX 
Yes.  Risk is acceptable.  

Score exceeds 400; no derogatory issues; or derogatory issues reviewed and justified satisfactorily.   Move on
	 FORMCHECKBOX 
No.  The risk is not acceptable.  Scores are low or derogatory issues present – no justification provided.  Contact Lender.   

	     


	F5
	Evaluate the risk of the other Business Concerns for the Parent of the Operator  


	A credit check is required on all Business concerns involving pending judgments, legal actions or suits, or bankruptcy claims.  Also, a 10% credit sampling is required on all remaining ventures. 

These items must be appropriately resolved and documented.
	-Lender’s Narrative

(Exhibit 01-02)

-Credit Report

(Section 6: Parent of Operator)

-Consolidated Certification (Section 6: Parent of Operator)


	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
No.  No issues identified.  Move On

	     


	F6
	Determine if the Lender appropriately addressed any material Accounts Payable (AP) over 60 days   


	Schedule of Accounts Payable is a measure of an entity’s current and past payment history.


	- Lender Narrative (Exhibit: 01-02)

- Balance Sheet (Section 6: Parent of Operator) and Schedule of Accounts Payable
	 FORMCHECKBOX 
Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
N/A, No Material AP > 60 days.  Move on 
	 FORMCHECKBOX 
 No.  Lender has not addressed appropriately.  Contact Lender 
	     

	F7
	Determine if the Lender appropriately addressed any material Accounts Receivable (AR) over 60 days   
   
	Aging of Accounts Receivable is a measure of an entity’s ability to collect.


	-Lender Narrative (Exhibit: 01-02)

-Balance Sheet (Section 6: Parent of Operator) and Aging of Accounts Receivable
	 FORMCHECKBOX 
Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
N/A, No Material AR > 60 days.  Move on 
	 FORMCHECKBOX 
No.  Lender has not addressed appropriately.  Contact Lender
	     

	F8
	Review the Net Operating Income (NOI) and determine if it is negative or declining for the year-to-date and last 3 fiscal years (as applicable)


	If negative NOI, review lender narrative to assess justification

NOI is before depreciation and amortization and lease payment


	-Lender Narrative (Exhibit: 01-02)

- Financial Statements (Section 6: Parent of Operator)

-Income and Expense Statement (Section 6: Parent of Operator)
	 FORMCHECKBOX 
Yes.  NOI is negative or declining.  And,

 FORMCHECKBOX 
The lender addressed appropriately.  Move On
Or

 FORMCHECKBOX 
The lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
No.  NOI is not negative or declining.  Move on
 
	     


Section G:  Credit Worthiness/Character of Management Agent

(If there is no Management Agent, this section is not applicable)

Objective 3) Management Agent Credit Worthiness (Compliance with Business Agreements)

See Firm Application Checklist Endnote #13 to determine whether a review of  a Management Agent is required. If Section 9 of the checklist is required, The OIHCF U/W must complete Section G of this Punchlist.
	Step
	Activity
	Key Point
	Source Document
	
	
	Comments

	G1
	Determine which scenario on the Firm Application Checklist (Endnote #13) applies.
	
	-Lender Narrative (Exhibit: 01-02)

-Organizational Chart (Section 9: Management Agent)

-Organizational Documents (Section 9: Management Agent)

-Firm Application Checklist Endnote #13.
-Mortgage Credit Supplemental
	 FORMCHECKBOX 
 Scenario 2 or 4a apply to this project.  Move on

	 FORMCHECKBOX 
  Scenario 1, 3 or 4 apply to this project.  STOP.  DO NOT COMPLETE SECTION G

	     

	G2
	Determine whether the Management Agent holds/controls the license to provide care. 


	If the Management Agent is the holder of the Project’s license, include the following Special Condition in the Firm Commitment:
"The Secretary has been advised that the Project's management agent is the holder of the Project's license and/or the payee under certain third party payor agreements with respect to the Project.  Therefore, at Endorsement the Management Agent shall be required to deliver to the Secretary and the Mortgagee its organizational documents and a security agreement, UCC financing statements, deposit control agreements, regulatory agreement, and attorneys' opinion as required by the Secretary.  In addition, any accounts receivable financing obtained by the management agent with respect to the Project must be acceptable to the Secretary and the Mortgagee."
	-Lender Narrative (Exhibit: 01-02)

-Licenses (Section 10: Real Estate)
- “Special Conditions to the Firm Commitment 232 NC”  document posted on Sharepoint 
	 FORMCHECKBOX 
Yes.  Capture condition for the Firm Commitment
	 FORMCHECKBOX 
No.  Move on.

	     


	G3
	Verify Management Agent’s level of experience  
	Make sure they have managed and leased-up Similar/Relevant properties minimum 3 years. 


	-Lender Narrative (Exhibit: 01-02)

-Resume (Section 9: Management Agent)  

-Schedule of Facilities Owned and/or Managed (Section 9: Management Agent)

-APPS Certification (Section 9: Management Agent)
	 FORMCHECKBOX 
Yes.  The Management Agent is experienced.  
Move on
	 FORMCHECKBOX 
No.  The Management Agent is not experienced.  Contact lender – Another party may have the required experience.

 FORMCHECKBOX 
 Consider Rejecting

	     

	G4
	Determine whether any of the following are identified for the Management Agent:

a) Delinquent Federal Debt;

b) Judgments;

c) Suits or legal actions;

d) Bankruptcies;

e) Tax liens   

	These items must be resolve and documented.

Cannot issue firm commitment with outstanding issues

Credit reports must be current within 60 days of application submission.

	-Lender Narrative (Exhibit: 01-02)

-Credit Reports (Section 9: Management Agent)

-Consolidated Certification 

(Section 9: Management Agent)
	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender

If lender cannot address adequately, reject individual/firm.  
	 FORMCHECKBOX 
No.  No issues identified.  Move on

	     

	G5
	Evaluate Management Agent’s risk    

 
	Credit reports give a picture of the entity/individual’s payment history and financial interactions with its creditors


	-Lender Narrative 

(Exhibit: 01-02)

-Credit Reports (Section 9: Management Agent)
	 FORMCHECKBOX 
Yes.  Risk is acceptable.  Score exceeds 400; no derogatory issues; or derogatory issues reviewed and justified satisfactorily.  Move on
	 FORMCHECKBOX 
No.  The risk is not acceptable.  Scores are low or derogatory issues present – no justification provided.  Contact Lender.     

	     

	G6
	Review the Management Agreement and determine if it meets HUD requirements including:  
 
	The Management Agreement is a legal document between the Mortgagor and Management Agent that protects the two parties and ensures that HUD’s interests in the property, its assets and its operation are protected.

This document should be consistent with the Owner/Management Certification.
	-Lender Narrative 

(Exhibit: 01-02)

-Management

Agreement (Section 9: Management Agent )

-Certifications (Section 9: Management Agent)


	 FORMCHECKBOX 
Yes.  Management Agreement is acceptable. Move on
 FORMCHECKBOX 
Document addresses HUD requirements listed in foot notes

 FORMCHECKBOX 
Document is consistent with Owner/Management Certification
	 FORMCHECKBOX 
No.  Management Agreement is not acceptable.  Contact Lender

 FORMCHECKBOX 
Document does not address all HUD requirements listed in foot notes

 FORMCHECKBOX 
Document is not consistent with Owner/Management Certification
	     

	G7
	Determine whether the Lender reviewed the Owner/Management Certification 


	In this document, the Owner and Management Agent

together certify that they will comply with HUD requirements and contract obligations; execute an acceptable management agent

agreement; and that no payments have been made to the owner in return for awarding the management contract to the agent and such  payments will not be made in the future. 
	-Lender Narrative 

(Exhibit: 01-02)

-Certifications (Section 9: Management Agent)


	 FORMCHECKBOX 
Yes.  Lender reviewed.  Move on

	 FORMCHECKBOX 
No.  Lender did not review.  Contact Lender

	     

	G8
	Determine whether the Lender reviewed the Management Entity Profile
	The document provides information on the Management entity and principals, including property management procedure, operating procedures, and experience level.
	-Lender Narrative (Exhibit: 01-02)

-Management Entity Profile (Section 9: Management Agent)
	 FORMCHECKBOX 
Yes.  Lender reviewed.  Move on

	 FORMCHECKBOX 
No.  Lender did not review.  Contact Lender

	     


Section H:  Credit Worthiness/Financial Stability/Experience of General Contractor

	Step
	Activity
	Key Point
	Source Documents
	
	
	Comments

	H1
	Evaluate the Contractor’s level of experience
	Gain a good understanding of the Contractor’s background and experience.

The contractor should have the experience to successfully complete the construction of the project.

Pay particular attention to type and size of previous projects.
	-Lender’s Narrative

(Exhibit: 01-02)

-Resume (Section 7: Contractor)

-APPS Certification (Section 7: Contractor)

-Consolidated Certification 

(Section 7: Contractor)
	 FORMCHECKBOX 
Yes.  The Contractor is experienced.  
Move on 


	 FORMCHECKBOX 
No.  The Contractor is not experienced.  Contact lender – Suggest using a more experienced Contractor

 FORMCHECKBOX 
 Consider Rejecting

	     

	H2
	Determine whether any of the following are identified for the General Contractor:

a) Delinquent Federal Debt;

b) Judgments;

c) Suits or legal actions;

d) Bankruptcies; 

e) Tax liens   
  
	These items must be appropriately resolved and documented.

Cannot issue firm commitment with outstanding issues.

Credit reports must be current within 60 days of application submission.

	-Lender Narrative (Exhibit: 01-02)
-Consolidated Certification (Section 7: Contractor)

-Credit Report 

(Section 7: Contractor)


	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
Lender did not address appropriately.  Contact Lender

If Lender cannot address adequately, reject.  
	 FORMCHECKBOX 
No.  No issues identified.  Move on

	     

	H3
	Evaluate General Contractor’s risk   

	Credit reports give a picture of the entity/individual’s payment history and financial interactions with its creditors


	-Lender Narrative (Exhibit: 01-02)

-Credit Report 

(Section 7: Contractor)


	 FORMCHECKBOX 
Yes.  Risk is acceptable.  Score exceeds 400; no derogatory issues; or derogatory issues reviewed and justified satisfactorily.  Move on
	 FORMCHECKBOX 
No.  The risk is not acceptable.  Scores are low or derogatory issues present.  Contact Lender.    


	     


	H4
	Evaluate the risk of the Contractor’s other Business Concerns   


	A credit check is required on all Business concerns involving pending judgments, legal actions or suits, or bankruptcy claims.  Also, a 10% credit sampling is required on all remaining ventures. 

These items must be appropriately resolved and documented.
	-Lender’s Narrative

(Exhibit: 01-02)

-Credit Report

(Section 7: Contractor)

-Consolidated Certification (Section 7: Contractor)


	 FORMCHECKBOX 
Yes.  Issues identified.  And,

 FORMCHECKBOX 
Lender addressed appropriately. 

Move On
Or

 FORMCHECKBOX 
 Lender did not address appropriately.  Contact Lender
	 FORMCHECKBOX 
No.  No issues identified.  Move On

	     

	H5
	Determine whether the 

Contractor’s adjusted working capital position equals 5% of the estimated construction contract
	Contractor must demonstrate the ability to deliver the project.   Review past financial condition; present liquidity; and projected future financial capacity.

Working capital is current assets over current liabilities.  The net working capital is then adjusted by projects under construction.
	-Lender’s Narrative

(Exhibit: 01-02)

-Schedule of Work in Progress (Section 7: Contractor)

-Balance Sheet 

(Section 7: Contractor) 

-Income and Expenses Statement (Section 7: Contractor)  
	 FORMCHECKBOX 
Yes.  Working capital position equals or exceeds 5%.  Move On
	 FORMCHECKBOX 
No.  Working capital position does not equal or exceed 5%.  Contact Lender

Thoughts to consider:

Whether the Contractor has sufficient fixed assets that can be hypothecated or a joint venture with a financially stronger General Contractor
	       

	H6
	Determine if the Lender appropriately addressed any material Accounts Payable (AP) over 60 days      


	Schedule of Accounts Payable is a measure of an entity’s current and past payment history.


	- Lender Narrative (Exhibit: 01-02)

- Balance Sheet (Section 7: Contractor) and Schedule of Accounts Payable
	 FORMCHECKBOX 
Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
N/A, No Material AP > 60 days.  Move on
	 FORMCHECKBOX 
No.  Lender has not addressed appropriately.  Contact Lender
	     

	H7
	Determine if the Lender appropriately addressed any material Accounts Receivable (AR) over 60 days   
    


	Aging of Accounts Receivable is a measure of an entity’s ability to collect.


	-Lender Narrative (Exhibit: 01-02)

-Balance Sheet (Section 7: Contractor) and Aging of Accounts Receivable
	 FORMCHECKBOX 
Yes.  Lender has addressed. Move on
 FORMCHECKBOX 
N/A, No Material AR > 60 days.  Move on
	 FORMCHECKBOX 
No.  Lender has not addressed appropriately.  Contact Lender
	     


Section I: PROFESSIONAL LIABILITY INSURANCE (PLI)
PLI FOLLOWS THE ENTITY THAT HOLDS THE LICENSE

Entity that holds the license:  FORMCHECKBOX 
Mortgagor     FORMCHECKBOX 
Operator     FORMCHECKBOX 
Management Agent  

	Step
	Activity
	Key Point
	Source Document
	
	
	Comments

	I1
	Confirm PLI exhibits are complete and Lender Narrative provides a complete analysis
	
	Lender Narrative (Exhibit 01-02: Insurance – Professional Liability Insurance

Firm Commitment Exhibits: Section 10

Notices: 04-15; H 2003 


	 FORMCHECKBOX 
Yes
	 FORMCHECKBOX 
No
	Notes:      
PLI documentation requirements only apply to the insured party providing the coverage and exclude additional named insured parties. Operator/manager is the entity that actually performs & overseas the operation of the facility – can be the operator or manager or owner or any combination of all three.  Typically the operator/manager will be the entity that is contractually bound to provide a full range of services to the resident.  All operator/managers must have PLI that covers their employees.  The parent or controlling entity must have PLI on all entities that it controls or manages.

	I2
	Review

Six year PLI claims history. Are there any patterns or significant claims?

	Ignore anything under $35,000 

This is about PROFESSIONAL LIABILITY (PL)—claims history might include items not considered PL

 
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance Q___)
-Loss History (Exhibit: 10-03

-Potential Claims Certification (Exhibit: 10-04)

-State licensing inspections - Exhibit 12-02]
	 FORMCHECKBOX 
Yes, significant, however lender addressed satisfactory - Move on
 FORMCHECKBOX 
Yes, significant however lender did not address satisfactory – Contact Lender. 
	  FORMCHECKBOX 
No patterns or significant claims - Move on


	Notes:      
Higher amounts of coverage may be required based on review of the operator/manager’s history.

Claims: Look at claims where the operator/manager was found liable.  Look at actual and potential awards; claims history should address State statues of limitations for filing claims of negligence, injuries, etc.

State licensing surveys –

 less than 10 facilities; submit current survey of all individual facilities of the operator/manager has < 10 facilities to  determine quality of care provided

10  or more facilities - need complete copies of state licensing surveys for all facilities with serious deficiencies (deficiencies where there is actual harm to residents – “G” or higher level deficiencies

Electronic URL addresses for all additional state surveys

	I3
	Is coverage adequate to meet past and potential claim?
	The minimum PLI coverage is $1M per occurrence and $3M aggregate  (w/ maximum $100K deductible)   

If operator has numerous PL claims made in past 6 years ($X> $35K) pending or potential, critically review UW narrative and  analysis of anticipated  claims
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance Q2-__)

-Loss History (Exhibit: 10-03)
-Potential Claims Certification (Exhibit: 10-04)

Evidence of current PLI cost [Exhibit 10-06]
	 FORMCHECKBOX 
Yes, Move on

 
	 FORMCHECKBOX 
No, Contact Lender
	Notes:      
HQ will perform a mortgage credit review of large portfolios before Hub /PC can issue a firm commitment.  States (listed in Appendix 1 of Notice 04-15) where PLI is difficult to obtain – Hub/PC can refer operator/manager to HQ for an evaluation.

50 or fewer - $1M per occurrence; $3M aggregate; per occurrence deductible shall not exceed $100,000.  HUD may require lower deductible after reviewing claims history, etc.

More than 50 – HQ review before firm issued; $1M per occurrence with an aggregate cap to be established by HUD.  

	I4
	Is an Actuarial Study applicable and acceptable?
	Most recent study required: If available for any operator/manager with 50 or fewer healthcare facilities, required of any operator/manager of more than 50 healthcare facilities.
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance Q2-__)

Actuarial Study Exhibit: 10-08 
	 FORMCHECKBOX 
Yes acceptable, Move on
	 FORMCHECKBOX 
No, not acceptable, Contact Lender

 FORMCHECKBOX 
Not applicable


	Notes:      


	I5
	If the current policy(s) provide “per occurrence” coverage, have the operations been covered by “per occurrence” coverage for the entire statute of limitations period?

OR

If the current policy(s) provide “claims made” coverage, do the current ACORD show a “retroactive date” covering the entire statute of limitations period?
	“Per Occurrence” coverage means that a claim is covered as long as the incident occurred while the policy was in effect, regardless of the claim date.

The term of the PLI must provide coverage for current operations and all past operations during the applicable statute(s) of limitation period(s).

“Claims Made” coverage means that a claim is covered only if the claim is made during the policy period, regardless of the date of the incident.
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance –Summary and Q__)

-Evidence of PLI coverage for statute of limitations period (Exhibit: 10-05)

-Statute of Limitations website:

link

	 FORMCHECKBOX 
Yes, Email approval to Legal


	 FORMCHECKBOX 
No 

	Notes:       
Statute of limitations varies from state to state.



	I6
	Is rating of insurance carrier acceptable?


	Insurance company must be rated by AM Best “B++”.

Or if carrier is a Risk Retention Group, it must be rated   by A.M. Best “B++” or better, or by Demotech at “A” or better.
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance, Summary)

-Evidence of Insurer’s Rating (Exhibit: 10-07)

AM Best link
Demotech link
	 FORMCHECKBOX 
Yes, Move on


	 FORMCHECKBOX 
No, a waiver was requested; Contact HQ 

 FORMCHECKBOX 
No, and no waiver requested. Contact Lender

	     

	I7
	Insurance carrier/provider is licensed OR authorized “surplus lines carrier” in the state where the subject property is located
	Caution:  The broker is not the insurance carrier.  

Caution:  There may be more than one insurance carrier on the ACORD certificate.  Select the one which is providing the PLI policy.

Most insurance information can be found on a State’s Insurance Commission website.  (Search for States Insurance Commissioner) 
	-Lender Narrative (Exhibit: 01-02: Insurance – Professional Liability Insurance 

-Summary)

-Evidence of PLI coverage for statute of limitations period (Exhibit: 10-05)

-State Insurance Commission
	 FORMCHECKBOX 
Yes, Move on


	 FORMCHECKBOX 
No, They are not authorized in the State where the project is located - Contact lender.
	     


Section J: Firm Commitment
	Step
	Activity
	Key Point
	Source Document
	
	
	Comments

	J1
	Confirm that ALL above Punch-list Steps have been satisfactorily completed.
	In order to prepare for Firm Commitment, all Underwriting issues must have been completed and are acceptable.
	Underwriter’s Punch-list.
	 FORMCHECKBOX 
 Yes.  Move on.
	 FORMCHECKBOX 
No. Follow up with any uncompleted punch-list Steps.
	     

	J2
	Determine if any technical reviews have been done.
	May impact overall underwriting review, and/or result in a special condition.

 
	Technical review documents (if applicable).
	 FORMCHECKBOX 
Yes. Follow up with any additional underwriting requirements if necessary.  Add special conditions to commitment if necessary.
	 FORMCHECKBOX 
No.  There are no technical reviews. Move On.
	     

	J3
	Review all requisite forms for correctness, and approval if applicable.


	Forms are the basis for the underwriting, must be accurate, and some will be attached to the Firm Commitment.
	HUD-2530

HUD-92264-HCF

HUD-24464-A

HUD-92438

HUD-92447

HUD-92329

HUD-4128

HUD-2328

HUD-935.2

HUD-3433 (if applicable)

HUD-9839 (if applicable)

HUD-2880 (if applicable)
	 FORMCHECKBOX 
 Yes.  ALL forms in the Source Document column are complete and, accurate, and approved (if necessary).  Move on.
	 FORMCHECKBOX 
No. Follow-up with errors or omissions on forms, or missing forms.
	     

	J4
	Confirm if any waivers, or special conditions.
	Impacts underwriting; must be included in the Loan Committee Memorandum.  May be added to Firm Commitment if necessary.


	May be on Lender’s Narrative, or any underwriting document. 


	 FORMCHECKBOX 
Yes. Any waivers must have been approved.  If appropriate, add waivers to Firm Commitment under special conditions.  Special conditions must be acceptable. If so, add special conditions to Firm Commitment.  If waivers or special conditions have not been approved or are not acceptable, follow-up.
	 FORMCHECKBOX 
 No. There are no waivers or special conditions. Move on.
	     


	J5
	Confirm receipt of current Davis Bacon wage decision from Labor Relations.
	Current wage decision (wage rate) is an attachment to Firm Commitment, plus decision number and date is written into the Firm Commitment.
	General Decision from Labor Relations.
	 FORMCHECKBOX 
Yes. Wage decision has been received. Insert decision number and date in paragraph 27 on the Firm Commitment.

Move on.
	 FORMCHECKBOX 
  No. Wage decision has not been received. Inquire about status of wage decision from Labor Relations. 
	     

	J6
	Verify list of Major Movables is acceptable.
	Asset Management will need the list.
	Major Movable Equipment Schedule and Budget.
	 FORMCHECKBOX 
Yes.  List is acceptable. Attach to Firm Commitment.

Move on.
	 FORMCHECKBOX 
No.  List is not acceptable.  Notify lender.
	     

	J7
	Confirm that comments have been received from Legal.
	Legal’s comments may affect Firm Commitment.
	Legal forms and documents.
	 FORMCHECKBOX 
Yes. Legal’s comments have been received.

 FORMCHECKBOX 
Acceptable.

 FORMCHECKBOX 
Add condition to Firm Commitment if necessary.
	 FORMCHECKBOX 
No.  Comments from Legal have not been received.  Follow-up with Legal.  
	       



	J8
	Confirm that draft Firm Commitment is consistent with HUD New Construction Firm Commitment template, and ALL items on the Firm Commitment are correct and accurate.
	Firm Commitment is a legal document and must be totally accurate.
	Lender’s draft Firm Commitment, and HUD New Construction Firm Commitment template in SharePoint.
	 FORMCHECKBOX 
Yes.  Draft Firm Commitment is consistent with the template and ALL items on the Firm Commitment are correct such as; FHA number, address, loan amount, interest rate, term, Reserve deposits, repairs, special conditions, et cetera, et cetera. Move on
	 FORMCHECKBOX 
No. Draft Firm Commitment is not consistent with the template and/or ALL items on the Firm Commitment are not correct.

If there are variances between the Firm Commitment and the HUD-92264-A, return to lender for correction.
If there are variances, but not with the HUD-92264-A, correct the Firm Commitment.
	     
NOTE:  If there is a change in the loan amount, recalculate the Application Fee.  The difference will either be a refund or an amount due.  Notify the lender.

	J9
	Review ALL Firm Commitment attachment Exhibits (other than HUD forms above).
	Firm Commitment Attachments must be complete and accurate, as they are part of the legal document.
	See New Construction Firm Commitment template for list of attachment Exhibits.
	 FORMCHECKBOX 
Yes. All necessary Exhibits to be attached are acceptable.  Move On.
	 FORMCHECKBOX 
No.  If Exhibits are missing or incorrect, contact Lender, or revise if appropriate.
	     

	J10
	Prepare HUD New Construction Loan Committee Memorandum.
	The HUD Loan Committee Memorandum will serve as the agenda for the meeting.  Ensure all attachments are complete and attached.

Obtain e-mail concurrence on the Memorandum from the Workload Manager assigned to the project.
	HUD New Construction Loan Committee Memorandum, template posted on SharePoint. 


	 FORMCHECKBOX 
Completed.

Move on.

 FORMCHECKBOX 
 Concurrence received from Workload Manager.
	
	     

	J11
	Post Loan Committee documents on SharePoint.
	This is the method to allow the Loan Committee to review the documents.


	Loan Committee documents to be posted on SharePoint:

HUD New Construction Loan Committee Memorandum

Firm Commitment with all attachments 

HUD-92264-HCF

HUD-92264A

HUD-92438

HUD-92329

HUD-92447

HUD -2328

HUD-935.2

Other HUD forms if applicable (see J3)

Lender Narrative

Underwriting Punch-list;

Risk Assessment;

Mortgage Credit Supp.;

Participant Matrix;

Pictures of Proposed Project/Site;

Map; (Some of these may need to be sent as PDFs)

If applicable, Reject letter.
	 FORMCHECKBOX 
Completed. Move on.


	
	     

	J12


	Request a Loan Committee Meeting.


	Loan Committee members required:

Renee Greenman

Bill Lammers

Workload Manager

Underwriter

Optional: 

Mark Williams

OIHCF Appraiser

Field Reviewer

EMAS

Other Technical Reviewers
	Loan Committee Memorandum and attachments. 
	 FORMCHECKBOX 
 Invite Loan Committee members in Outlook Scheduler.

 FORMCHECKBOX 
 Set-up conference call.

 FORMCHECKBOX 
 Send e-mail to Loan Committee members listing the location of the review documents in SharePoint, and conference call information; cc: Amee Welch.


	
	     

	J13
	Facilitate the Loan Committee Meeting.
	Present the New Construction Firm Commitment application to the Loan Committee for review and decision.  Use the Loan Committee Memorandum as the agenda for the meeting.

The Loan Committee to meet and reach decision within 1 day after request of Loan Committee meeting.

The Loan Committee indicates decision via virtual signature on the Loan Committee Memorandum.


	New Construction Loan Committee meeting procedures. 
	 FORMCHECKBOX 
 Record Loan Committee members’ recommendations on the Loan Committee Memorandum.

 FORMCHECKBOX 
 Committee approves the issuance of the Firm Commitment.

 FORMCHECKBOX 
 Notify the lender of the approval via e-mail and cc Legal.

Amee Welch downloads the Firm Commitment and all attachments, and necessary HUD forms requiring signature.

Renee Greenman signs 2 copies of the Firm Commitment, and forms:

HUD-92264-HCF

HUD-92264-A

HUD-92438

HUD-92329

HUD-92447

HUD-2328

HUD-935.2

and other HUD forms if applicable.

Amee Welch creates a PDF of the signed Firm Commitment with attachments and signed HUD forms, and sends it to the HUD Underwriter.

Amee Welch sends out the 2 original Firm Commitments with attachments and copies of the HUD forms.  Originals of the HUD forms are sent to the HUD Underwriter.

Amee Welch e-mails a copy of the signed HUD-92264-HCF and the signed HUD-2264-a to Rita Brown.
	 FORMCHECKBOX 
 Committee does not approve the issuance of the Firm Commitment, application is rejected.

 FORMCHECKBOX 
Notify lender via e-mail and cc Legal.

Amee Welch downloads the Reject letter.

Renee Greenman signs the Reject letter it.

Amee Welch creates a PDF of the signed Reject letter and sends it to the HUD Underwriter. 
	     

	J14
	Process the results of the Loan Committee Meeting.
	Either a Firm Commitment is issued, or a Reject letter is sent.
	The signed Loan Committee Memorandum
	 FORMCHECKBOX 
E-mail a copy of the signed Firm Commitment to the lender and remind lender that one copy of the Firm Commitment must be signed by both the mortgagee and the mortgagor and that copy is to be returned to the HUD Underwriter within 10 business days. Other copy is for the lender’s use.

 FORMCHECKBOX 
Upload the PDF copy of the signed Firm Commitment and attachments and signed HUD forms to the project’s folder on SharePoint.

 FORMCHECKBOX 
Input Tickle date of Firm Commitment expiration in SharePoint.
	 FORMCHECKBOX 
 E-mail a copy of the Reject letter to the lender.

 FORMCHECKBOX 
 Upload the letter to the project’s folder in SharePoint.
	

	J15
	Update DAP.


	Need to show “Firm Issued” or “Firm Finally Rejected.”  If issued, ensure that all necessary fields are complete and correct so that when the HUD-290 is generated all info on it is correct. 
	Firm Commitment or Reject letter.
	 FORMCHECKBOX 
Completed.  Ensure that the expiration date in DAP is the same as the Tickle date and date given to the lender for the expiration.
	
	     








� If no authorized State agency exists, or if it is not empowered to execute a CON, the State may conduct or commission an independent study of market need and feasibility acceptable to HUD that:


a. meets the standards of the American Institute of Certified Public Accountants, as certified by the State and/or preparer of the market study,


b. assesses market need on a market wide basis, including excess beds and typical market wide operating occupancy rates of existing facilities,


c. discusses the impact of the proposed project on other health care facilities and services in the area,


d. provides demographic projections (size, density, distribution and vital statistics on household income) for the proposed project and market area,


e. discusses available alternative health care delivery systems (geriatric day care, board and care, etc.),


f. describes the reimbursement structure or payment sources of the proposed project and that of the competing projects in the area, including percentage of self-pay clients and daily cost to the client; percentage of Medicaid/Medicare clients and reimbursement rate; percentage of other clients (managed care, etc.).


g. estimates market absorption period of beds in the proposed project by month including discussion of market supply, market reaction to unit type (private, semiprivate, 3-bed, etc.) and resident turnover.





If the State is not authorized to conduct, commission or certify the study as to form and substance, the Lender must provide financial and market information acceptable to HUD.








� Expertise to include knowledge of the intended clientele, their specific health-related needs, and the best approach to meeting those needs.  For Assisted Living Facilities (ALF) and Board & Care (B&C), the Mortgagor or Principals must have a proven track record of 3-5 years in the ALF or B&C market, and specifically in the developing, marketing, and operating of health care and senior housing projects.





� a. Delinquent debt -  lender must provide 1.) detailed written explanation from any applicant or principal with prior Federal default or claim or whose credit report and financial statements contain conflicting or adverse information; 2.) letter from affected agency on agency letterhead and signed by an officer, stating the delinquent debt is current or satisfactory arrangements for repayment have been made; 3.) lender’s reason(s) for recommendation of the applicant, which may include work sheets and remarks sections of the processing documents or in a cover letter with the submission.  Reject if not resolved or satisfactory arrangements have not been made.


b. Judgments – Lender must provide a written explanation.   Reject if judgments will significantly impact the financial position of the individual/firm.


c. Suits or Legal actions –  insurance to cover the suit, likelihood and date to resolve


d. Bankruptcies – Any owner or operator of a healthcare facility or their affiliate or renamed or reformed company that has filed for, is in, or has emerged from bankruptcy within the last five years is not eligible to participate in any manner in a facility which is the subject of a mortgage insured through the Section 232 Mortgage Insurance for Health Care Facilities Programs.  A project in bankruptcy that is acquired by a non-identity of interest owner in good standing is eligible for mortgage insurance.


e. Tax liens - differentiate between tax liens associated with the property and tax liens resulting from personal obligations of the mortgagor.





� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Consider rejecting individual/firm if:  a.) history of not paying creditors timely; b.) delinquent Federal Debt is not resolved or satisfactory arrangements made for repayment  c.) judgments or actions could significantly impact financial position.


� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Expertise to include knowledge of the intended clientele, their specific health-related needs, and the best approach to meeting those needs.  For Assisted Living Facilities (ALF) and Board & Care (B&C), the Mortgagor or Principals must have a proven track record of 3-5 years in the ALF or B&C market, and specifically in the developing, marketing, and operating of health care and senior housing projects.





� a. Delinquent debt -  lender must provide 1.) detailed written explanation from any applicant or principal with prior Federal default or claim or whose credit report and financial statements contain conflicting or adverse information; 2.) letter from affected agency on agency letterhead and signed by an officer, stating the delinquent debt is current or satisfactory arrangements for repayment have been made; 3.) lender’s reason(s) for recommendation of the applicant, which may include work sheets and remarks sections of the processing documents or in a cover letter with the submission.  Reject if not resolved or satisfactory arrangements have not been made.


b. Judgments – Lender must provide a written explanation.   Reject if judgments will significantly impact the financial position of the individual/firm.


c. Suits or Legal actions –  insurance to cover the suit, likelihood and date to resolve


d. Bankruptcies – Any owner or operator of a healthcare facility or their affiliate or renamed or reformed company that has filed for, is in, or has emerged from bankruptcy within the last five years is not eligible to participate in any manner in a facility which is the subject of a mortgage insured through the Section 232 Mortgage Insurance for Health Care Facilities Programs.  A project in bankruptcy that is acquired by a non-identity of interest owner in good standing is eligible for mortgage insurance.


e. Tax liens - differentiate between tax liens associated with the property and tax liens resulting from personal obligations of the mortgagor.





� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Consider rejecting individual/firm if:  a.) history of not paying creditors timely; b.) delinquent Federal Debt is not resolved or satisfactory arrangements made for repayment  c.) judgments or actions could significantly impact financial position.


� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Schedule of Accounts Payable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding payables.





� Aging of Accounts Receivable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding receivables.  Check to ensure that all governmental reimbursements over 60 days are within appropriate time frames for that governmental agency.  Funds from a local, State, or Federal source past due beyond 60 days may be considered if evidence is provided that the source is historically late and it can be expected that these funds will be received before initial closing.


� a. Delinquent debt -  lender must provide 1.) detailed written explanation from any applicant or principal with prior Federal default or claim or whose credit report and financial statements contain conflicting or adverse information; 2.) letter from affected agency on agency letterhead and signed by an officer, stating the delinquent debt is current or satisfactory arrangements for repayment have been made; 3.) lender’s reason(s) for recommendation of the applicant, which may include work sheets and remarks sections of the processing documents or in a cover letter with the submission.  Reject if not resolved or satisfactory arrangements have not been made.


b. Judgments – Lender must provide a written explanation.   Reject if judgments will significantly impact the financial position of the individual/firm.


c. Suits or Legal actions –  insurance to cover the suit, likelihood and date to resolve


d. Bankruptcies – Any owner or operator of a healthcare facility or their affiliate or renamed or reformed company that has filed for, is in, or has emerged from bankruptcy within the last five years is not eligible to participate in any manner in a facility which is the subject of a mortgage insured through the Section 232 Mortgage Insurance for Health Care Facilities Programs.  A project in bankruptcy that is acquired by a non-identity of interest owner in good standing is eligible for mortgage insurance.


e. Tax liens - differentiate between tax liens associated with the property and tax liens resulting from personal obligations of the mortgagor.





� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Consider rejecting individual/firm if:  a.) history of not paying creditors timely; b.) delinquent Federal Debt is not resolved or satisfactory arrangements made for repayment  c.) judgments or actions could significantly impact financial position.


� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Schedule of Accounts Payable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding payables.





� Aging of Accounts Receivable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding receivables.  Check to ensure that all governmental reimbursements over 60 days are within appropriate time frames for that governmental agency.  Funds from a local, State, or Federal source past due beyond 60 days may be considered if evidence is provided that the source is historically late and it can be expected that these funds will be received before initial closing.


� a. Delinquent debt -  lender must provide 1.) detailed written explanation from any applicant or principal with prior Federal default or claim or whose credit report and financial statements contain conflicting or adverse information; 2.) letter from affected agency on agency letterhead and signed by an officer, stating the delinquent debt is current or satisfactory arrangements for repayment have been made; 3.) lender’s reason(s) for recommendation of the applicant, which may include work sheets and remarks sections of the processing documents or in a cover letter with the submission.  Reject if not resolved or satisfactory arrangements have not been made.


b. Judgments – Lender must provide a written explanation.   Reject if judgments will significantly impact the financial position of the individual/firm.


c. Suits or Legal actions –  insurance to cover the suit, likelihood and date to resolve


d. Bankruptcies – Any owner or operator of a healthcare facility or their affiliate or renamed or reformed company that has filed for, is in, or has emerged from bankruptcy within the last five years is not eligible to participate in any manner in a facility which is the subject of a mortgage insured through the Section 232 Mortgage Insurance for Health Care Facilities Programs.  A project in bankruptcy that is acquired by a non-identity of interest owner in good standing is eligible for mortgage insurance.


e. Tax liens - differentiate between tax liens associated with the property and tax liens resulting from personal obligations of the mortgagor.





� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Consider rejecting individual/firm if:  a.) history of not paying creditors timely; b.) delinquent Federal Debt is not resolved or satisfactory arrangements made for repayment  c.) judgments or actions could significantly impact financial position.


� a) Description of services and fees; b) Description of computation and payment; c) Description of HUD’s right to require termination of agent and/or take possession of the property; d) Statement as to HUD’s rights and requirements prevailing; e) Statement as to all accounts, investments and records turned over within 30-days after termination; f) Statement that “hold harmless” clause is prohibited; g) Description of contract’s length of term





� a. Delinquent debt -  lender must provide 1.) detailed written explanation from any applicant or principal with prior Federal default or claim or whose credit report and financial statements contain conflicting or adverse information; 2.) letter from affected agency on agency letterhead and signed by an officer, stating the delinquent debt is current or satisfactory arrangements for repayment have been made; 3.) lender’s reason(s) for recommendation of the applicant, which may include work sheets and remarks sections of the processing documents or in a cover letter with the submission.  Reject if not resolved or satisfactory arrangements have not been made.


b. Judgments – Lender must provide a written explanation.   Reject if judgments will significantly impact the financial position of the individual/firm.


c. Suits or Legal actions –  insurance to cover the suit, likelihood and date to resolve


d. Bankruptcies – Any owner or operator of a healthcare facility or their affiliate or renamed or reformed company that has filed for, is in, or has emerged from bankruptcy within the last five years is not eligible to participate in any manner in a facility which is the subject of a mortgage insured through the Section 232 Mortgage Insurance for Health Care Facilities Programs.  A project in bankruptcy that is acquired by a non-identity of interest owner in good standing is eligible for mortgage insurance.


e. Tax liens - differentiate between tax liens associated with the property and tax liens resulting from personal obligations of the mortgagor.





� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Consider rejecting individual/firm if:  a.) history of not paying creditors timely; b.) delinquent Federal Debt is not resolved or satisfactory arrangements made for repayment  c.) judgments or actions could significantly impact financial position.


� A Dunn & Brad (D&B) score above 400 is acceptable.  D&B’s Comprehensive Insight Plus Service provides this score.  If not using D&B - an acceptable commercial credit report must include the following: a.) public filings that includes suits, liens, judgments, bankruptcies & federal debt; b.) UCC filings; c.) credit payment history; d.) industry standards showing how the facility compares in the areas of financial stress & payment trends; and a credit payment trends; and e.) a credit payment delinquency risk score over a 12-month period.  Justification of late payments, charge offs, etc. are required.





� Schedule of Accounts Payable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding payables.





� Aging of Accounts Receivable - Material amounts are in excess of $2,500.  Lender must have requested and received detailed written explanations from the applicant explaining the existence of these outstanding receivables.  Check to ensure that all governmental reimbursements over 60 days are within appropriate time frames for that governmental agency.  Funds from a local, State, or Federal source past due beyond 60 days may be considered if evidence is provided that the source is historically late and it can be expected that these funds will be received before initial closing.





