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Borrower's Suggested Key Principals
Examples of the various types of Borrower entities and suggested Key Principals follows.

Type
Key Principal Requirements

General Partnership or Joint Venture
If all general partners or joint venturers participate in the management of the partnership or the joint venture, then all individual general partners or joint ventures are potential Key Principals.  For any general partner or joint venturer which is an entity, the Lender must identify as Key Principals those individuals who control that general partner or joint venturer.  However, if the partnership or joint venture is managed either by a managing partner, or a group of managing partners, then, the Lender must identify as Key Principals the individuals managing partners or, if a managing general partner is an entity, those individuals who control that managing entity partner.



Limited Partnership
Generally, where the Borrower is a limited partnership, the general partners are the managers of the Partnership.  Thus, individuals general partners are potential Key Principals.  For any general partner of the Borrower which is an entity, the Lender must identify as Key Principals those individuals who control that general partner.  However, where either a managing general partner or group managing general partners have been authorized in the Borrower's Limited Partnership Agreement to manage the partnership without participation from the other partners, then, the Lender must identify as Key Principals only those individuals managing general partners, or if a managing general partner is an entity, those individuals who control that managing entity individual general partners and the principals of non-managing entity general partners.  



Corporation
The Key Principals in a corporation are those individuals who control the corporation.  This may include individuals who have a majority interest in the corporation (i.e., more than 50 percent of the corporation's stock), but may also include shareholders who own less than a majority interest if such individual shareholders are the "controlling shareholders."   Generally, Key Principals of the corporation will not include corporate officers unless such corporate officers are also controlling shareholders.  In all cases (except where the corporation is a publicly-held corporation), the Lender must identify at least one or more shareholders as Key Principals.  If the controlling shareholders are entities, the Lender must identify those individuals who control such entities.



Trusts
For trusts which are "Illinois land" type trusts or similar types of trusts where the beneficiaries of the trust control the trust entity, one or more beneficiaries must be identified as Key Principals.  For these types of trusts, it would not be appropriate to identify the trustee as the Key Principal unless that trustee is also a controlling beneficiary of the trust.  For other types of trusts, the grantor or settlor (i.e., the creator of the trust), the trustee(s), beneficiaries who have a "controlling interest" in the trust, or individuals who retain certain powers over the trust should be identified as Key Principals.

Generally, for revocable inter vivos trusts the settlor of the trust and the trustee(s) will be the Key Principals of a revocable inter vivos trust Borrower.  Often the settlor of the revocable inter vivos trust and the trustee will be the same individual.  (If the trustee is not the settlor, then the Lender should consider the settlor as the Key Principal and the Lender should obtain the and the mortgage credit information and any other  information and documentation required in Chapter 8 of the 5-50 Manual for the trust Borrower.)  

Generally, for irrevocable trusts the trustee(s) and any beneficiaries who hold certain powers over the trust should be identified as Key Principals.  However, the Lender must only obtain the information and documentation required in Chapter 8 of the 5-50 Manual for trustee and beneficiary Key Principals.  (The Lender should obtain the other Mortgage credit information listed in all of Chapter 8 of the 5-50 Manual for the trust Borrower.)  For irrevocable trusts where the trustee is a financial institution which is not related to any of the beneficiaries or the settlor, the financial institution should not be required to sign the Payment Guaranty.  If the trustee is an individual related to or affiliated with the beneficiaries, the individual should be required to execute the Payment Guaranty.




If the Borrower's trust instrument names successor trustees, the Lender may wish to obtain the mortgage credit information and documentation required in Chapter 8 of the 5-50 Manual on the named successor trustees.  If the Lender has determined that such successor trustees would be acceptable managers of the Borrower and the Property (either directly or by contract), at Borrower's request, the Lender may modify the Security Instrument so that a change of trustee to a successor trustee named in the Borrower's trust instrument would not be a transfer and would not require the Lender's consent at the time of the change.



Limited Liability Companies
The Key Principals in a limited liability company are those individuals who are critical to the successful operation and management of Borrower, whether in the monetary sense or the control sense, or both.  If there is a designated member manager of the limited liability company, generally that person would be a Key Principal.  A non-member manager cannot be a Key Principal.



Individuals and Co-tenants
Generally, the concept of "Key Principals" does not apply for individuals Borrowers and Borrowers who are comprised of individual co-tenants.  However, if one of the co-tenants is an entity, the Lender must determine whether the individuals who control that entity should be designated as Key Principals.
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