
 1

                              UNDERWRITING GUIDELINES – as of Dec. 2009 

Facts you need to know: 

• Market has continued to tighten, not loosen 
• It is not about whether the borrower is good, it is about whether it can get done. 
• This sheet helps you make more MONEY by freeing you up to only spend time on 

fundable deals. 
• Like it or not, GGoovveerrnnmmeenntt  llooaannss  aarree  tthhee  oonnllyy  oonneess  wwiitthh  sseeccuurriittiizzaattiioonn and hence, the 

only ones with high LTV’s.  If you want a non-government loan; it must be a low LTV. 
• Remember, as we speak,,  pprrooppeerrttyy  vvaalluueess  aarree  ddeecclliinniinngg..    TThhee  CCMMBBSS  mmaarrkkeett  iiss  ggoonnee.  

Banks are under huge pressure to not take risk and to conserve assets for fear of being 
taken over – this is not going away anytime soon. This is why the lower LTV’s. 

• This sheet is designed to cover main line lending programs; there are a lot of niche 
lending like Factoring, credit card receivables lending, etc. that can fill in the gaps. 

• This sheet covers a ton, but not every type of scenario – that would be a book.  But with 
this info, you have all you need to be massively successful.  To the general guidelines…. 

 
 

GGeenneerraall  GGuuiiddeelliinneess  ––  OOOwwwnnneeerrr---OOOccccccuuupppiiieeeddd  
 

SSBBAA  DDeeaallss  
 

77AA  pprrooggrraamm-can use for Real Estate, for start-ups, and for business only loans.  TThhee  oonnllyy  
llooaann  tthhaatt  ccaann  ggoo  bbyy  pprroojjeeccttiioonnss  ttoo  ggeett  aapppprroovvaallss..  

• MUST BE OWNER OCCUPIED 51% 
• must have a 620 score minimum – higher the better 
• property and business must cash flow – use a 1.25 DSCR minimum – higher the 

better.  Person’s personal debt must cash flow as well.  NO STATED, can go 
projected – but projections must make sense and will be scrutinized mightily. 

• for business only, most lenders want 50% or more collateralization.  
• Loan amounts to $2 million currently, this is being raised. 

o LTV- 90% for Real Estate/ 80% for business 
••  MMUUSSTT  HHAAVVEE  TTHHEEIIRR  OOWWNN  SSKKIINN  ––  TTHHEERREE  IISS  NNOO  110000%%  FFIINNAANNCCIINNGG  

WWIITTHH  AA  SSEELLLLEERR  SSEECCOONNDD  
• Can possibly get cash out to improve the business 
• Gifts are allowed 
• Experience may be overlooked with a strong franchise 

 

550044  pprrooggrraamm – is for Real estate only, generally purchase only.  No cash out.  No projections 
allowed, must be historical cash flow.  This is a 50% first with a bank, a 40% second from the 
SBA.  These loans are much tougher to get done than a 7A.  Rest of the rules are similar: 

• 51% owner occupied 
• 620 minimum score 
• 1.2 DSCR, personal must cash flow 
• will go to 90% LTV, 10% must be from the borrower’s own seasoned funds, etc. 
• Loan amounts can now go up to almost $9 Million 
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UUSSDDAA  DDeeaallss  
• Loan Amounts up to $10 million.  May get exceptions higher but very rare and unique 

circumstances…. 
• 30 year terms for Real Estate, 15 years or useful life for equipment, 7 years working cap. 
• can’t be used to relocate jobs, cash out to owners etc, but CAN do construction, working 

capital, etc. 
• NNEEEEDD 10% Tangible equity available after closing to get approved if existing business, 

20% if start-up 
• CAN be used for energy projects 
• must be rural – populations less than 50,000 
• 1.2 DSCR 
• 620 score minimum 

 

CCoonnvveennttiioonnaall  DDeeaallss  
• Can only be used for deals involving Real Estate 
• Must be 25% owner occupied or more 
• Generally going to be only available in larger MSA’s, 50,000 population and up 
• 650 minimum credit score 
• Must cash flow at 1.2 unless special purpose property, then generally 1.25 DSCR 
• max of 65% LTV unless a local bank may go to 75%   

 

GGeenneerraall  GGuuiiddeelliinneess  ––  IIInnnvvveeessstttooorrr   
 

GGoovveerrnnmmeenntt  DDeeaallss  
    

FFHHAA  
  

••  AAppaarrttmmeennttss  
  

PPrrooggrraamm  222233--  
o $2 million to $50 Million loan amount 
o for acquisition or refinance 
o 85% LTV for purchase, 80% LTV for CASH-OUT Refinances 
o 1.18 DSCR, 35 year terms, fully amortizing, awesome rates 
o non-recourse 
o 660 credit scores 
o Downside is time frame, expect 4-6 months to close 

   

PPrrooggrraamm  222211((dd))  44- 
o For construction and substantial rehab (at least 15% of the finished appraised 

value in repairs) 
o $2 million to $50 Million 
o 1.11 DSCR 
o 90% LTV 
o up to 40 years fully amortizing, non-recourse, great rates 
o 660 credit scores 
o EXPERIENCE CRITICAL 
o Time frame – 6 months minimum 
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HHeeaalltthhccaarree  ––  SSeeccttiioonn  223322//222233  
• skilled nursing, assisted living facilities, treatment centers, aggregate care-only 
• for purchase, refinance, new construction or substantial renovation of healthcare 

facilities 
• FFaacciilliittyy  mmuusstt  hhaavvee  nnoo  mmoorree  tthhaann  2255%%  ooff  tthhee  uunniittss  ccaann  bbee  iinnddeeppeennddeenntt  uunniittss(own 

kitchen and bath facilities) 
• Facility must provide continuous oversight of residents and offer 3 meals a day 
• 90% LTV 
• 1.11 DSCR 
• up to 40 year, fully amortizing, non-recourse 
• 660 scores 
• experience a must, 3 plus years minimum 

 

FFHHAA  iiss  tthhee  oonnllyy  ssoouurrccee  tthhaatt  hhaass  nnoott  aaddjjuusstteedd  ttoo  tthhee  ddeecclliinniinngg  vvaalluueess,,  eevveerryyoonnee  eellssee  hhaass  
iinncclluuddiinngg  FFNNMMAA..    KKeeeepp  tthhiiss  iinn  mmiinndd..  

 
FNMA/FHLMC-pretty much only apartments anymore 

• 75% LTV is the most generally, 80% LTV in extremely strong cases only 
• 680 score 
• 1.20 DSCR  possible but everything else must be rock solid, 1.25 DSCR is norm 
• need 9 months of PITI in reserves generally 
• Mixed use OK as long as less than 25% of income from commercial 
• 90% occupancy needed (otherwise a bridge loan) 

o Cash-out possible to 65-70% on limited cases, all else must be wicked strong 
o must have at least 3 years landlord experience 
o generally non-recourse, can get 10 year fixed, 30 year am, rates are good 
o Minimum loan amount $1 Million, max $25 million 

 
Conventional Deals 
 

• Apartments 
o 75% max LTV if super strong, 70% more likely 
o generally the same guidelines as FNMA 
o loan amounts $250K-$2 Million 
o 5 year fixed balloons, 25 year amorts, full recourse 

 

• General Commercial (Office, retail, industrial) 
o 65% is the norm, 75% if everything else is strong as death-purchase & R/T 
o Cash-out, generally 60% or less, must be good reason, the less cash out the better 
o Loan amounts up to $5 million, above that generally Wall Street (below) 
o 1.25 is MINIMUM DSCR, prefer higher 
o 650 scores is minimum, (need 1.4 DSCR to compensate for example), should 

have 680 score 
o 90% occupied (otherwise a bridge loan) 
o experience and reserves needed, must have, but guidelines vary widely on this 

depending on the source…. 
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• SSppeecciiaall  PPuurrppoossee  CCoommmmeerrcciiaall  ((hhootteellss,,  ccoonnvveenniieennccee  ssttoorreess,,  rreessttaauurraannttss,,  eettcc)) Many 
lenders will not do these at all.  If they do, generally they want 5-10% less LTV and 5% 
more DSCR so…. 

o 1.3 DSCR minimum 
o 65% LTV max, most prefer 55% 
o 90% occupancy(in rental situations) 
o 660 scores minimum, prefer 680 score 
o Should have experience, reserves, etc 

 

••  WWaallll  SSttrreeeett--ggeenneerraallllyy  $$55  MMiilllliioonn  aanndd  uupp,,  nnoo  rreeaall  mmaaxxiimmuumm  
o Much different beast.  Deals can be broken up into pieces to combine first 

mortgages, mezzanine (like a second), and equity.  NOTHING MARGINAL 
ALLOWED AT ALL.   Everything needs to be strong. 

o Debt coverage ratio above 1.3 
o Lots of liquid reserves-generally1 year worth 
o 5 years experience needed 
o 680 scores but really looking for 700 
o Any property is doable but the special use properties carry much lower LTV’s 
o Using a combination of equity and debt and mezzanine, higher LTV’s are 

possible, even above 80% in extreme situations 
 
On these, only looking for MAJOR players ((BBEE  CCAARREEFFUULL  OOFF  PPFFSS  SSTTAATTEEMMEENNTTSS  
TTHHAATT  HHAAVVEE  HHUUGGEE  NNEETT  WWOORRTTHH  IINN  RREEAALL  EESSTTAATTEE  AANNDD  AALLMMOOSSTT  NNOO  
OOTTHHEERR  LLIIQQUUIIDD  AASSSSEETT  ––  TTHHAATT  GGUUYY  IISS  NNOOTT  AA  PPLLAAYYEERR)) 

 
OOtthheerr  TTyyppeess  ooff  DDeeaallss::  
 

• SSttaatteedd  DDeeaallss – ONLY one source, only to $400K.  Credit score should be above 660.  
LTV will be around 60% or less. 

 
(Note: This is the only lender that will go down to 580 on a credit score-not on the stated 
program but they will go to 580 on the score-again, $400K max loan amount) 
 

• CChhuurrcchheess-generally speaking: 
o 3.5 times the tithe-the tithe is unrestricted tithes-not special purpose.  Only 

ACCU will take total non restricted monies in right now (money from Bingo, 
selling books, etc.) 

o LTV-max 75% on purchase 
o must be able to cash flow to support the debt 
o revenue should be increasing or stable 

 

• HHaarrdd  MMoonneeyy//BBrriiddggee-2 types, cash flowing and non-cash flowing.  These are private 
loans so the rules are VERY general, lots of variance here depending on type of 
deal, etc. 
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••  CCaasshh  FFlloowwiinngg  DDeeaallss  
o must have cash flow, most prefer 1:1 minimum, 1.2 DSCR preferred 
o MMUUSSTT have reserves-6 months preferred 
o mmuusstt  hhaavvee  aa  ggoooodd  eexxiitt  ssttrraatteeggyy-this is KEY to Hard money-what is the story and 

how will this get paid off in two years or so (**hhiinntt--““ggooiinngg  ttoo  ffiixx  mmyy  ccrreeddiitt  tthheenn  
rreeffiinnaannccee”” does not fly) 

o 620 score minimum prefer higher 
o Can get up to 70% LTV 

 

••  NNoonn--CCaasshh  fflloowwiinngg  ddeeaallss  
o MUST have great, I mean, GREAT exit strategy 
o 50% LTV max 
o rates are higher-generally 15% or more 
o must have good net worth besides the property 
o again, 620 score is kind of a minimum 
o must be a story that makes sense 

 
These are all the GGEENNEERRAALL Guidelines.  There are many other products that we can do thru our 
Commercial Capital connection to fill some gaps, like our self directed IRA program, loan 
modification, factoring, merchant accounts receivables, etc.  These are great additional products 
but 90% of the stuff you review will be the above.   Next year, we will do conference call 
trainings on each of these “ancillary products”.   
 

BBUUTT,,  tthheerree  iiss  oonnee  ootthheerr  tthhiinngg  yyoouu  MMUUSSTT  kknnooww  ttoo  ssccrreeeenn  ddeeaallss,,  aanndd  tthhiiss  iiss  wwhheerree  tthhee  
““rruubbbbeerr  mmeeeettss  tthhee  rrooaadd””…►►►   ►►►   ►►►   ►►►  
       

TTTHHHEEE   KKKEEEYYY   TTTOOO   TTTRRRUUULLLYYY   SSSCCCRRREEEEEENNNIIINNNGGG   DDDEEEAAALLLSSS   –––   UUUNNNDDDEEERRRSSSTTTAAANNNDDDIIINNNGGG   MMMAAARRRGGGIIINNNAAALLL   
 
The rule of thumb today is this; yyoouu  ccaann  oovveerrccoommee  oonnee  mmaarrggiinnaall  iissssuuee  oonn  aa  ffiillee.  YYoouu  
ccaannnnoott  oovveerrccoommee  ttwwoo.  A file having two marginal issues is a dead deal EEVVEENN  IIFF  IITT  
MMEEEETTSS  TTHHEE  AABBOOVVEE  GGUUIIDDEELLIINNEESS.  TThhiiss  iiss  tthhee  sseeccrreett  ttoo  ssuucccceessss  iinn  ssccrreeeenniinngg..   
 

Remember, you only make money closing loans.  The less time you spend on deals that 
will not fund, or have a snowball’s chance in hell of closing, the more time you can spend 
marketing and closing the good loans.  UUUnnndddeeerrrssstttaaannndddiiinnnggg    wwwhhhaaattt     iiisss    mmmaaarrrgggiiinnnaaalll    aaannnddd    wwwhhhaaattt    
iiisss    nnnooottt    llleeeaaadddsss    yyyooouuu    tttooo    HHHUUUGGGEEE    sssuuucccccceeessssss...            

 

WWHHEENN  AANNYYTTHHIINNGG  HHIITTSS  TTHHEE  MMIINNIIMMUUMM  GGUUIIDDEELLIINNEE  OONN  AA  PPRROODDUUCCTT  WWHHEERREE  
YYOOUU  AALLRREEAADDYY  HHAAVVEE  AA  SSLLIIGGHHTT  MMAARRGGIINNAALL,,  BBEE  CCAARREEFFUULL  WWIITTHH  TTHHOOSSEE  
DDEEAALLSS..    EEEVVVEEERRRYYYTTTHHHIIINNNGGG   EEELLLSSSEEE   MMMUUUSSSTTT   BBBEEE   SSSOOOLLLIIIDDD!!!   
  
TTThhheee   fffooollllllooowwwiiinnnggg   iiittteeemmmsss   aaarrreee   mmmaaarrrgggiiinnnaaalll    iiinnn   mmmooosssttt   cccaaassseeesss :::    

• CCaasshh--oouutt – the higher the amount cash out – the more negative this becomes! 
••  GGaass  SSttaattiioonnss,,  ccoonnvveenniieennccee  ssttoorreess,,  ccaarr  wwaasshheess,,  hhootteellss,,  ccaarr  ddeeaalleerrsshhiippss  
• SSttaattee  ooff  MMiicchhiiggaann – except for two lenders that do not treat Michigan as a negative! 
• LLaass  VVeeggaass is another area black-balled by most. 
• CCrreeddiitt  ssccoorreess  662200--665599 (complete deal kill in apartment lending) 
••  LLooww  rreesseerrvveess  
••  NNoo  eexxppeerriieennccee  iinn  tthhee  ffiieelldd  oorr  aass  aann  iinnvveessttoorr  
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TThhee  ffoolllloowwiinngg  iitteemmss  aarree  mmaarrggiinnaall  iinn  ssoommee  ccaasseess::  
  

• FFLL,,  CCAA,,  GGAA,,  aanndd  aannyy  ssttaattee that has been hit pretty hard-does vary by lender 
somewhat 

 
The following is nearly impossible to overcome in most cases: 

• Bankruptcy, foreclosure 
• Credit scores below 620 Again, this is for mainline products.  Some products, like 

factoring, may not look at the borrower’s credit at all. 
• Max Cash out 

 

RReemmeemmbbeerr,,  uunnddeerrwwrriitteerrss  ccaann  lloossee  tthheeiirr  jjoobbss  iiff  ttoooo  mmaannyy  llooaannss  tthheeyy  aapppprroovvee  ggoo  bbaadd;;  bbaannkkss  
ccaann  bbee  ttaakkeenn  oovveerr  iiff  ttoooo  mmaannyy  llooaannss  ggoo  bbaadd  ––  tthheeyy  llooookk  aatt  tthhee  ddeeaall  ddiiffffeerreennttllyy  tthhaann  yyoouu  aass  aa  
ssaalleessppeerrssoonn  ––  tthhee  kkeeyy  iiss  ttoo  bbee  aaggggrreessssiivvee  ggeettttiinngg  tthhee  ddeeaall  iinn  bbuutt  ssccrreeeenn  hhaarrdd  lliikkee  aann  
uunnddeerrwwrriitteerr  ––  ddoonn’’tt  uunnddeerrwwrriittee,,  bbuutt  mmaakkee  ssuurree  iitt  hhiittss  tthhee  ggeenneerraall  gguuiiddeelliinneess..      
 
For example, let’s say you have an SBA deal.  It looks good, cash flows, but the borrower has a 
630 score.  TThhaatt  iiss  oonnee  mmaarrggiinnaall  aaggaaiinnsstt  iitt..  If the borrower also wants to buy a gas station, that 
deal is dead.  It is two marginal items – gas station and low credit.  Even though technically it 
meets all the other guidelines, you cannot get it done. You may search online, maybe somebody 
faxes you a product sheet and it lists that they can do that deal. Maybe the account rep said it can 
be done. 
 
I am telling you from my experience the past two years – if someone is marketing to you; they 
are a broker. If they say they can do the above with two marginals, rruunn.  When it gets to final 
underwriting, magically, it will get denied.  Same with getting it past the AE.  CCrreeddiitt  ccoommmmiitttteeee  
wwiillll  ttaannkk  iitt  iiff  iitt  hhaass  ttwwoo  mmaarrggiinnaallss..  
 
Can you search the whole world and finally find someone to do something, maybe, maybe not.  
But what did you lose on time? 
 
Stick to the above…and rreemmeemmbbeerr  tthhee  mmaarrggiinnaallss and remember the simple rule – 22  mmaarrggiinnaallss  
mmeeaannss  iitt  iiss  ddeeaadd..  

 

  
  
  
  
  
  
  
  

  
  

EEmmaaiill::  iinnffoo@@ssmmaarrttffiinnaanncceeooppttiioonnss..ccoomm  ♦♦  WWeebb  SSiittee::  wwwwww..ssmmaarrttffiinnaanncceeooppttiioonnss..ccoomm  
  

PPhhoonnee::  512-807-8159  ♦♦  FFaaxx::  888-547-7993    


