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Policy & Teaching Tool Samples 
Shawn A. Greene 
 

 

 
This is an example of how one simple translation can make a significant difference.   
 

The Situation  
 
 Client is a commercial lender. To do their jobs well, sales and service reps in the call center need to 

know debt-servicing policy and be able to explain that policy to applicants, especially those whose 
application is countered or declined.  

 
 The debt-servicing policy covered in these samples was buried in five pages thick with legaleze, some of 

it also outdated. However, difficult content and outdated policy were not the core problems. There was 
just one core problem: using lingo without explanation.   

 
 “1.2” (one point two) was used to describe this particular policy, over and over again.  

 

That lingo is familiar to most commercial lenders. These lenders also know that when using the most 
common way to calculate this aspect of debt-service, “1.2” actually means 120%. 

 

Alas, the call center sales and service reps did not know that. Written and verbal explanations meant to 
correct the reps’ frequent errors merely repeated the “1.2” lingo, which made things worse.  
 

 Most of the sales and service reps tried several times to get clarification on how to avoid this particular 
error. They didn’t get that clarification and eventually gave up. However, the reps did not give up trying 
to explain the policy to applicants. 
 

Results? Frustrated reps, lenders, and applicants. Continued errors, and many lost sales opportunities. 
 

The Solutions 
 

Misleading or confusing lingo is a common situation. To address and prevent problems: 
 

 Capture all relevant points in a concise reference. 
 

 Codify and translate the entrenched lingo, rather than attempt to change it. 
 

 If math is involved, show examples. 
 

 Teach existing sales and service reps using something like the “Quick Teach” sample on page two. 
(Sample does not show actual policy.) 

 

 Include the above content in comprehensive training for new hires. 
 

 Update the source reference, e.g., policy guidelines, as soon as possible: 
 

 Primary users are rarely the only users. Simplify the language. 
 Keep the primary users in mind—not so simple that it’s insulting. 
 Show examples when possible, and provide relevant tips. Sample on page three. 



Quick Teach                                      Investment Property  Debt-service 1.2 
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In Brief… 
 
 When the applicant’s credit score is below threshold 
 And the collateral is an investment property 
 We do a separate debt-service on that property  
 We require two years of tax schedules for this analysis. We may also require other documents. 
 

Documents/Schedules Required 
 

Business entity 2 years of… 

Individual or sole proprietor: Schedule E 

All others: Form 8825 – Supplemental Income and Loss on Real Estate 
 

If Then 

The property has been owned less than two years… 
Or 
Tax-filing cycle means schedules aren’t available… 

 

We may also require copies of  
leases and operating agreements 

 

We use the above documents to verify and calculate income and expenses for the property. 
 

Income for the Debt-Service 
 

1. We total all income connected to the property; including rent, parking fees, billboard rental, laundry 
income, etc..   

 

2. And subtract the property expenses shown on the documents. Expenses include repairs, maintenance, 
insurance and property taxes (but not income taxes). 

 

3. The result is “Net Operating Income” (NOI).    
 

Debt for the Debt-Service 
 

We use one year’s worth of interest and principal for the proposed new loan or line of credit. 
 

Credit Policy Guideline 
 
The property must show Net Operating Income that is at least 120% higher than the new debt.   
In lender shorthand: “Minimum NOI is 1.2.” 

 

Example using $260,000 of new debt: 
 

NOI must be at least 120% higher: $260,000  x  120%  =  $312,000 

                 NOI must be at least $312,000 
 
Another way to calculate, and how 120% is also “1.2” 
Divide NOI by new debt 
 

   Property income:   $462,000 
Property expenses: - $100,000 

                           NOI:   $362,000 

 

NOI    $362,000 
New debt  $260,000 

 
=   1.39  (1.2 is required minimum) 

 

Lingo alert! 

“1.2”  
is also shorthand for 

 120% 

Lingo alert! 

“1.2”  
is also shorthand for 

 120% 



Small Business Loan/LOC Guidelines                                                                       Debt-Service 
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This sample shows a portion of the policy covered in detail in manuals and on the client’s intranet. 
The double-box around the header mirrors existing manuals. 

Underlines indicate links but are not live. Some policy details are invented. 
 

Design tips: 
Even experienced users often want to see things in print. Simple layout helps ensure clean printing. 

Primary users, such as lenders, are rarely the only users. Include examples that show the math. 
Include tips that help prevent common errors. 

 

 

Credit Score Below Threshold 
 
Credit Score Guideline Matrix 
 
Collateral is 50% or more owner-occupied:  
 
 Maximum LTV 75% 
 Approval/counter/declination must be reviewed by senior Credit Officer before finalized 
 
Collateral is investment property or 49% or less owner-occupied: 
 
 Maximum LTV 60% 
 Debt-service for collateral property must meet guidelines below 
 Approval/counter/declination must be reviewed by senior Credit Officer before finalized 
 
Collateral Property Debt-Service 
 
Minimum NOI: 1.2 or 120% of new debt 
 
(i.e., Minimum Net Operating Income is 120% of annual new debt) 
 
To calculate NOI: 
 
Subtract property expenses from property income. Use two-year average (required documents). 
 
For new debt: 
 
LOC: Use 12 months minimum monthly payments 
Loan: Use 12 months payments 
 
Collateral Debt-Service examples 
 
There are two methods for calculating this debt-service. Using example of $260,000 new debt: 
 
Method A: Multiply new debt by 120% to get minimum NOI 
 
Minimum NOI = $312,000 
 
Method B: Divide new debt into property NOI 
 
If property income is $462,000 and property expenses are $100,000, NOI is $362,000 
 
$362,000 divided by $260,000 is 1.39, which exceeds 1.2 minimum requirement 
 
Tip 
 
Use 120% method to explain policy and calculation when assisting non-lenders or customers. Do not focus 
on “1.2” or that method. 
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