
BORROWER STRUCTURE DUE DILIGENCE CHECKLIST
(Revised 5-1-2015)
[INFORMATION TO BE PROVIDED BY BORROWER OR BORROWER SPONSOR AND REVIEWED BY SELLER’S COUNSEL BEFORE SENDING TO THE APPLICABLE FREDDIE MAC BUSINESS CONTACT AND COUNSEL.]
Name of Borrower: _________________________________________________________
[IF BORROWER IS A TENANCY IN COMMON, A SEPARATE CHECKLIST MUST BE COMPLETED FOR EACH TENANT.]
Name of Guarantor (if applicable): _____________________________________________

Name of Property: __________________________________________________________
A.
BORROWER STRUCTURE

[CHECK ONLY THE APPROPRIATE BOX OR BOXES, AND ANSWER FOLLOW-UP QUESTIONS IF APPLICABLE.]
☐
1.
Borrower is a multiple member LLC.
Answer the following only if the loan is $25,000,000 or more:

· What is the name of the managing member that is the SPE Equity Owner (defined below)? ______________________ 
(Unless otherwise approved, at least one managing member must be an SPE Equity Owner.)
· What type of entity is each SPE Equity Owner? ______________________ 
(Unless otherwise approved, an SPE Equity Owner must be a corporation or single member limited liability company (“LLC”) formed in Delaware.) 

· Does the SPE Equity Owner have at least a 0.5% interest in the Borrower?
Yes ☐ No ☐
(Unless otherwise approved, an SPE Equity Owner must have at least a 0.5% interest in the Borrower.)
☐
2.
Borrower is a single member LLC.
· Is Borrower formed and organized under Delaware law? 
Yes ☐ No ☐
If not, where is it formed? __________________________ 
(Unless otherwise approved, a single member LLC must be formed in Delaware. If Borrower is not formed in Delaware, additional due diligence will be required to determine if Borrower is an acceptable entity.)
· Does Borrower have either one springing member that is a corporation or two springing members who are natural persons? 
Yes ☐ No ☐
☐
3.
Borrower is a partnership.
· Is Borrower a general partnership (permitted only if the loan is less than $5,000,000)? 
Yes ☐ No ☐
· Is Borrower a limited partnership? 
Yes ☐ No ☐
Answer the following only if the loan is $25,000,000 or more:
· Is each general partner an SPE Equity Owner? (Unless otherwise approved, each general partner must be an SPE Equity Owner.) 
Yes ☐ No ☐
· What type of entity is each general partner? _______________________ 
(Unless otherwise approved, each general partner must be a corporation or single member LLC formed in Delaware. If SPE Equity Owner is not formed in Delaware, additional due diligence will be required to determine if SPE Equity Owner is an acceptable entity.) 
· Does each general partner have at least a 0.1% interest? (Each SPE Equity Owner must have a meaningful economic interest.) 
Yes ☐ No ☐
· Is any general partner a non-profit entity? 
Yes ☐ No ☐
☐
4.
Borrower is a corporation. If formed in California, Freddie Mac approval is required.
☐
5.
Borrowers are tenants in common.
· Is each tenant an SPE (defined below)? (Regardless of the size of the loan, every tenant must be a properly structured SPE.) 
Yes ☐ No ☐
☐
6.
Borrower is a multiple asset entity (currently owns property other than the Property and will continue to own that property.) (Allowed only for loans under $5,000,000.)

☐
7.
Borrower is a newly formed entity.

Answer the following only if Borrower is not a newly formed entity:
· Borrower will be a recycled entity but was formed solely for the purpose of owning and operating the Property and has never owned any other property. 
Yes ☐ No ☐
☐
8.
Borrower is duly organized and validly existing under the laws of the jurisdiction of its formation or organization.

☐
9.
Borrower is in good standing (if applicable) under the laws of the jurisdiction of its formation or organization. Date of last good standing certificate is ______________________ or good standing was verified on the website of the Secretary of State of the state of formation on ______________. (date). (Note: good standing verification may need to be updated so that it is dated within 30 days of closing.)
☐
10.
Each SPE Equity Owner, if applicable, is duly organized and validly existing under the laws of the jurisdiction of its formation or organization. 
☐
11.
Each SPE Equity Owner, if applicable, is in good standing under the laws of the jurisdiction of its formation or organization. Date of last good standing certificate for each SPE Equity Owner is ______________________ or good standing was verified on the website of the Secretary of State of the state of formation on ______________(date). (Note: good standing verification may need to be updated so that it is dated within 30 days of closing.)
B.
SEPARATENESS COVENANTS 
[CHECK ONLY THOSE BOXES ON THE LEFT FOR WHICH THE ANSWER TO THE QUESTION IS “YES.”]
[IF ANY BOXES ON THE LEFT ARE CHECKED IN THIS SECTION B, PLEASE PROVIDE AN EXPLANATION AS AN ATTACHMENT TO THIS CHECKLIST]
Has Borrower ever done, does it now do, or will it do any of the following: 
☐
1.
Own any property other than the Property?
Answer the following only if the borrower currently owns or has owned other property:

· Borrower has owned other property but does not own any other property now. 
Yes ☐ No ☐
· Borrower currently owns other property, and will transfer ownership of the other property to an unrelated third party at the origination of the loan. 
Yes ☐ No ☐
· Borrower currently owns other property, and will transfer ownership of the other property to an affiliate at the origination of the loan. 
Yes ☐ No ☐
· The consideration that Borrower did or will receive when the property was or is sold was or will be equal to what Borrower would have received in a third party arm’s length transaction. 
Yes ☐ No ☐
☐
2.
Engage in any business or activity, other than the ownership, operation and maintenance of the Property and personal property owned in connection with the Property?
☐
3.
Own any subsidiary?
☐
4.
Have any investment in any other Person (defined below)?
☐
5.
Comingle its assets with the assets of any other Person? (This includes common cash management among affiliated entities.)
Answer the following only if Borrower does comingle its assets:

· Can Borrower account for its assets through ledger entries so that it is not costly or difficult to ascertain its assets? 
Yes ☐ No ☐
· Can Borrower’s funds be used to pay the expenses of another Person? 
Yes ☐ No ☐
· Can another Person’s funds be used to pay the expenses of Borrower? 
Yes ☐ No ☐
· If Borrower’s funds can be used to pay the expenses of another Person, or if another Person’s funds can be used to pay the expenses of Borrower, is the transaction documented as a loan? 
Yes ☐ No ☐
☐
6.
Hold any of its assets in the name of another Person? 
☐
7.
Have any debt, secured or unsecured, direct or contingent other than the loan to be paid off with the proceeds of the proposed loan (other than customary unsecured trade payables)?
· If Borrower has any other debt, is such debt the result of loans from any partner or member? 
Yes ☐ No ☐
· If Borrower has any other debt, is such debt secured? 
Yes ☐ No ☐
If yes, what is the security? __________________________________
☐
8.
Have customary unsecured trade debt? If Borrower has unsecured trade debt, does such debt exceed 2% of the expected loan amount? 
Yes ☐ No ☐ 
If Yes, what is the percentage of such trade debt? _______________
☐
9.
Share joint accounting systems or entries or consolidate its records, books of account, bank accounts, financial statements, accounting records and other entity documents with those of any other Person?
· If so, can Borrower segregate, ascertain or identify its individual assets from those of any other Person without unusual cost or delay? 
Yes ☐ No ☐
☐
10.
Include its assets in a consolidated financial statement of its affiliate?

· If Borrower does include its assets in a consolidated financial statement of its affiliate(s), are there or will there be appropriate notations made on such consolidated financial statements to indicate the separateness of Borrower from such affiliate(s)? 
Yes ☐ No ☐
· If Borrower does include its assets in a consolidated financial statement of its affiliate(s), are there or will there be appropriate notations made on such consolidated financial statements to indicate that Borrower’s assets and credit are not available to satisfy the debts and other obligations of such affiliate(s)? 
Yes ☐ No ☐
· If Borrower does include its assets in a consolidated financial statement of its affiliate(s), will such assets also be listed on Borrower’s own separate balance sheet?
Yes ☐ No ☐
☐
11.
Have any contract or agreement (written or unwritten) with any:  (i) general partner, (ii) member, (iii) shareholder, (iv) principal, or, (v) any general partner, member, principal or affiliate of (i) – (iv)?
Yes ☐ No ☐
If so, are the terms and conditions substantially similar to those that would be available on an arm’s-length basis with a third party? 
Yes ☐ No ☐
☐
12.
Guaranty the debts or obligations of any other Person? 
☐
13.
Acquire obligations or securities of its partners, members, shareholders, or affiliates?
☐
14.
Buy or hold evidence of indebtedness issued by any other Person (other than cash or investment-grade securities)?

☐
15.
Hold itself out to the public as an entity that is not separate and distinct from any other Person? If so, does Borrower do any of the following?

· Hold itself out explicitly or implicitly to be responsible for the debts of another Person or fail to correct any known misunderstanding regarding its responsibility for debts of another Person? 
Yes ☐ No ☐
· Pledge its assets to secure the obligations of any other Person? 
Yes ☐ No ☐
· Hold out its credit as being available to satisfy the obligations of any other Person?
Yes ☐ No ☐
· Pay its debts and liabilities from the assets of any other Person? 
Yes ☐ No ☐
· Pay any taxes required to be paid under applicable law out of funds from other than its own funds? 
Yes ☐ No ☐
· Conduct its business in the name of any other Person? 
Yes ☐ No ☐
☐
16.
Make or permit to remain outstanding any loans or advances by Borrower to any other Person (including partners, members or affiliates) except for those investments permitted under the loan documents that will evidence the proposed loan? 
☐
17.
File its tax returns consolidated with those of any other Person, except to the extent that Borrower is treated as a “disregarded entity” for tax purposes and is not required to file separate tax returns under applicable law? 
☐
18.
Identify itself or any of its affiliates as a division or department of any other Person?
☐
19.
Have any partner or member with the right or obligation to make a loan to it in order to pay any outstanding obligations?
☐
20.
Have any partner or member with the obligation to make required capital contributions upon demand resulting in, among other things, so called “contribution loans?”
☐
21.
Share any property (including shared office space, office equipment and supplies, etc.) with an affiliate without allocating the expenses (other than through a related management company)? 
☐
22.
Use stationery, invoices, other types of communication, and/or checks bearing any name other than its own name?
☐
23.
Pay (or cause the property manager to pay on its behalf) its liabilities (including salaries of its own employees, if any) from funds of any other Person?
☐
24.
Except as contemplated or permitted by the property management agreement with respect to the property manager, permit any affiliate or constituent party independent access to Borrower’s bank accounts?
C.
RECYCLED ENTITY
[IF NEITHER BORROWER NOR SPE EQUITY OWNER WILL BE A RECYCLED ENTITY, THIS SECTION IS NOT APPLICABLE]
[CHECK ONLY THOSE BOXES ON THE LEFT FOR WHICH THE ANSWER TO THE QUESTION BELOW IS “YES.”]
[IF “NO” IS CHECKED BELOW FOR EITHER QUESTION IN THIS SECTION C, PLEASE PROVIDE AN EXPLANATION AS AN ATTACHMENT TO THIS CHECKLIST]
☐
1.
Borrower will be a recycled entity. (If Borrower will be a recycled entity, an officer, manager, partner or director of Borrower or an entity with a direct interest in Borrower, must review the Recycled Borrower Certification (“Borrower Certification”) and have made such enquiries and investigations as necessary and advisable to verify that the matters set out in the Borrower Certification are true and correct and that Borrower will be able to make such certifications without modification.)
· Borrower can make the representations set out in the Borrower Certification. 
Yes ☐ No ☐
☐
2.
SPE Equity Owner will be a recycled entity. (If SPE Equity Owner will be a recycled entity, an officer, manager, partner or director of SPE Equity Owner or an entity with a direct interest in SPE Equity Owner, must review the Recycled SPE Equity Owner Certification (“Owner Certification”) and have made such enquiries and investigations as necessary and advisable to verify the matters set out in the Owner Certification are true and correct and that SPE Equity Owner will be able to make such certifications without modification.)

· SPE Equity Owner can make the representations set out in the Owner Certification.
Yes ☐ No ☐
D.
DEFINITIONS
“Person” includes any natural person, corporation, general partnership, limited partnership, limited liability company, limited liability partnership, limited liability limited partnership, trust, estate, unincorporated entity, federal, state, county government or any other type of entity.
“SPE” (Single Purpose Entity) means an entity that is structured with a single purpose and owns only one asset.
“SPE Equity Owner” means the general partner of a limited partnership Borrower or a managing member of a limited liability company that is an SPE.
E.
EXPLANATION
Are any explanations attached? 
Yes ☐ No ☐
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