Creditors’ Rights Coverage Checklist

(John Rapp)

1. Determine if structure of mortgage loan transaction creates apparent risk as result of:

a. Securing antecedent debt,
b. LBO,
c. Single or multi-site where mortgage secures, directly or indirectly, partially or wholly, the debt of a related or third party - guaranty, cross collateralization, joint and several.
2. Use of loan proceeds - Acquisition, refinance, working capital, etc.

3. Loan to value ratio, and whether based on appraisals.

4. Debt service coverage ratio.

5. Current balance sheet and three years of income statements.
6. Cash flow/debt service projections.

7. S&P or Moody's rating on new and/or existing debt.
8. Credit enhancement - guaranty, letter of credit, financial insurance (ex. MBIA).
9. Contribution agreement among SPEs, if any, on multi-site transactions.

10. Solvency or fraudulent conveyance adjustment provision, if any, in loan documents - adjusts obligation of mortgagor to preclude invalidation.

11. Occupancy percentage if sites are subject to leases (office, retail, warehouse, etc); and, in the case of lodging facilities, the average annual occupancy percentage.

12. Debt covenants in Loan Agreement restricting future incurring of additional debt.
13. Interest Rate Reserve in Loan Documents?
NOTE: Frequently, much of the relevant information is contained in:

1. An Offering Memorandum,

2. Prospectus for investors and participating lenders, or

3. SEC filings if borrower is publicly traded.

