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Addendum to Underwriting 
Narrative – Accounts 
Receivable (AR) Financing 
Section 232/223(a)(7), 223(d), 
241(a) 

U.S. Department of Housing 
and Urban Development 
Office of Residential Care 

Facilities 

OMB Approval No. 2502-0605 
(exp. mm/dd/yyyy) 

 1 

 2 
Public reporting burden for this collection of information is estimated to average 0.5 hours.  This includes the time for collecting, 3 
reviewing, and reporting the data.  The information is being collected to obtain the supportive documentation that must be submitted 4 
to HUD for approval, and is necessary to ensure that viable projects are developed and maintained.  The Department will use this 5 
information to determine if properties meet HUD requirements with respect to development, operation and/or asset management, as 6 
well as ensuring the continued marketability of the properties.  This agency may not collect this information, and you are not 7 
required to complete this form unless it displays a currently valid OMB control number.    8 
 9 
Warning: Any person who knowingly presents a false, fictitious, or fraudulent statement or claim in a matter within the jurisdiction of 10 
the U.S. Department of Housing and Urban Development is subject to criminal penalties, civil liability, and administrative sanctions. 11 
 12 
 13 
 14 

AR Lender:       

AR Borrower:       

Maximum Loan Amount:       

Interest Rate:       

Current Balance:       

Current Maturity Date:       

 15 

Key Questions 16 
 Yes  No 

1. Does the AR loan require any guarantees from the borrower, operator, or 

parent of the operator, or any of those entities’ principals?   ............................    

2. Are the guarantors guaranteeing performance on any other AR loans?   .........    

3. Does the AR loan involve multiple facilities or borrowers?  . ..........................    

a. Does the AR loan involve any non-HUD-insured properties?   .................    

b. Does the AR loan involve facilities located in multiple states or HUD 

field office jurisdictionsIs the subject being added to an existing AR line 

that has already been reviewed/approved by HUD?   .................................    

4. Is there an identity of interest between the AR lender and the AR borrower?      

5. Is there any conflict of interest between the AR lender and the borrower or 

its principals (as defined in Notice H 08-09Handbook 4232.1, 15.4.E or its 

successors) AR guidance?   ...............................................................................    

6. Does the maximum AR loan amount exceed 85% of the Medicaid, 

Medicare, and other governmental accounts receivable less than 121 days 

old?   ..................................................................................................................    

7. Of the total Medicaid, Medicare and other governmental accounts receivable 

less than 121 days old, are more than 30% over 90 days old?              N/A     

8. Does the AR lender have less than 3 years of experience providing AR 

financing?   ........................................................................................................    
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 Yes  No 

9. Does the AR lender NOT lack the financial controls and capability to 

monitor the operator’s performancemonitor the borrowing base on a regular 

basis (i.e. daily, weekly, or monthly basis)?  Does the AR lender lack the 

financial controls and capability to monitor the operator’s 

performanceborrowing base on a daily/weekly/monthly basis?   .....................    

10. Is the borrower or operator out of compliance with any business agreements 

with HUD or loan covenants (i.e., in default on those agreements, not 

current on financial submissions, etc.)?   ..........................................................    

11. Is the AR loan being syndicated or participated?   ...........................................    

12. ........................................................................................................ I
s the lockbox associated with the DAISA Government Receivables account 

a “springing lockbox?”   ...................................................................................    

12. Does the Intercreditor Agreement (ICA) propose additional obligations 

beyond those allowed as the types of AR Loan Obligations that may be 

secured by project collateral?    

13. Does the ICA propose loan extensions or interest rate changes?    

14. Does the ICA include any cross-default or cross-collateralization 

provisions?    

15. Does the ICA identify a flow of funds consistent with the cash flow chart?    

 17 

If you answer “yes” to any of the above questions, please briefly address below.  18 

<< For each “yes” answer above, provide a narrative discussion regarding the topic.  For 19 

projects being added to an existing HUD-Insured AR line, provide specific information on when 20 

the AR line was originated (date), when documents were reviewed/approved by HUD, which 21 

HUD OGC field office performed he review, and provide a listing of projects participating in the 22 

line. (project name, FHA#)For each “yes” answer above, provide a narrative discussion 23 

regarding the topic.>>        24 

 25 

Terms and Conditions 26 

 27 
1. Describe the borrowing base formula (e.g., XX% of AR borrower’s accounts receivable up to 28 

120 days):        29 

 30 
2. Describe term and renewal options:        31 

 32 
3. Describe the rate applied to the used and unused portions of the AR loan:        33 

 34 
4. Describe other fees (i.e., financing fees, late payment fees, etc.):        35 

 36 

Mechanisms for operator receipts, disbursements, and control of operator funds: 37 
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<<Describe the flow of all funds, into and out of accounts – point of origination to final 38 

destination.  Describe how deposit accounts are controlled (e.g., number of controlled accounts, 39 

hard or springing lockbox, daily sweeps, etc.).  Attach cash flow chart.>>        40 

 41 

Collateral Security 42 

<<Provide narrative description of the AR lender’s collateral/security.  Explain any unsecured 43 

AR financing.>>        44 

 45 

Permitted Uses and Payment Priorities 46 

<<Provide descriptions of the permitted uses of the AR loan funds in order of priority.  For 47 

example: (1) debt service incurred in connection with the AR loan; (2) operating costs; and 48 

(3) distributions to the operator’s shareholders.  See Attachment C of Notice H 08-09, Rider to 49 

Intercreditor, Paragraph 3 or any other successor guidance.>>        50 

 51 

Financial Analysis 52 

Calculations as of: (Date of AR aging report submitted with application) 53 
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 54 

Maximum AR Loan CalculationBorrowing Base Analysis 55 
(Double click inside the Excel Table to add information) 56 
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Calculations as of: DATE (of AR aging report submitted with application materials)

0-90 days 91-120 days 121-150 days 151+ days

Medicare  $                          -    $                      -    $                      -    $                      -   

Medicaid                              -                            -                            -                            -   

Other Govt                              -                            -                            -                            -   

  Subtotal  $                          -    $                      -    $                      -    $                      -   

Commercial

Private*

  Total  $                          -    $                      -    $                      -    $                      -   

*Inclusion of Private Pay receivables requires waiver approval

AR Loan Available 

AR Loan Amount 

#DIV/0!
Medicare, Medicaid, Commercial AR aged 90-120 days

-$                    

-$                    

(point in time; based on Borrowing Base described in AR loan documents)

(from Loan Agreement)

57 



  

Previous versions obsolete Page 6 of 7 Form HUD-9001i-ORCF (mm/yyyy) 

0-90 days 91-120 days 121-150 days 151+ days

Medicare

Medicaid

Other Govt

  Subtotal  $                    -    $                 -    $                 -    $                 -   

Commercial

Private*

  Total  $                    -    $                 -    $                 -    $                 -   

*Private is not considered when determining HUD's maximum AR loan amount.

#DIV/0!
Medicare, Medicaid, Commercial AR aged 90-120 days

-$              
AR Loan Available (point in time, based on Borrowing Base described in 

AR loan documents)

AR Loan Amount (from AR loan documents)

 58 
 59 

Historical AR Loan Costs 60 
<<If there is an existing AR loan that is not yet approved by HUD, provide a financial analysis 61 

that explains how the cost of the AR loan has been factored into the NOI calculation.  Complete 62 

the Historical AR Loan Costs table.>>        63 

 64 

Historical AR Loan Costs 65 
(Double click inside the Excel Table to add information) 66 

20XX 20XX 20XX

YTD specify 

months
20XX-20XX 

Average UW

 67 
 68 

Proposed AR Loan Costs 69 
<<If the AR borrower is obtaining AR financing for the first time, provide a financial analysis 70 

that demonstrates that the AR borrower has sufficient financial capacity to pay all projected 71 

operating expenses, AR financing costs and loan payments, and all rent or debt service 72 

payments.  The analysis must assume the maximum AR loan amount to stress test the AR 73 

financing based on the lesser of the operator’s 12-month trailing operating statements or the 74 

underwritten NOI.  Calculate the impact on the borrower’s debt coverage after payment of the 75 

AR loan expenses and payments.>>        76 

 77 

Assuming the $      maximum AR loan limit, an annual interest rate of      %, and that the 78 

entire amount is outstanding for the year, the maximum annual interest expense would be 79 

$     .  In addition to the interest, the other associated fees are the       fees <<list types of 80 

fees>>, which total $      per year for the same assumed balance.  An analysis of the 81 



  

Previous versions obsolete Page 7 of 7 Form HUD-9001i-ORCF (mm/yyyy) 

operator’s 12 month trailing financial statement through       <<list month and year>>(Month 82 

20XX – Month 20XX) is shown below: 83 

 84 

Trailing 12-Month Operating History 

(TTM thru Month/Year) 

Operating revenue $      

Less:  Operating expenses       

 Net Operating Income (NOI) $      

  

Annual P&I + MIP $      

AR fee:  Interest       

AR fee:  Other <<describe>>             

 Total annual mortgage and AR debt service $      

  

DSCR including AR       

 85 

The underwriting assumed an NOI of $     .  The 12-month trailing NOI is $     .  The 86 

annual debt service including the MIP amount is $      per year.  Adding the AR fees equates 87 

to a total mortgage and AR debt service expense of $      per year.  This equates to       88 

prospective debt service coverage. 89 

<<If multiple HUD-insured facilities have access to the AR loan, repeat the analysis above with 90 

the consolidated revenues and expenses for all those facilities.>> 91 

 92 

Recommendation 93 

<<The lender recommends approval of the AR loan.>>        94 

 95 


