[bookmark: _Toc204672642]Accounts Receivable (A/R) Financing
	A/R Lender:
	

	A/R Borrower and FHA#:
	

	Maximum Loan Amount:
	$

	Current Balance:
	$

	Current Maturity Date:
	



Key Questions
	
	Yes
	
	No

	1. Does the A/R financing require any guarantees from the Owner, Operator, or Parent of the Operator? 
	
	
	

	2. Does the A/R financing involve multiple facilities and/or borrowers?
	
	
	

	a. Does the A/R financing involve any non-FHA-insured properties?
	
	
	

	b. Does the A/R financing involve facilities located in multiple States and/or HUD jurisdictions?
	
	
	

	3. Is there an identity of interest between the A/R Lender and the A/R Borrower?
	
	
	

	4. Is there any conflict of interest between the A/R Lender and the Mortgagor or its principals?
	
	
	

	5. Does the maximum A/R loan amount exceed 85% of the Medicaid and Medicare accounts receivable less than 121 days old? (OIHCF Director may approve waiver from 120 days to 150 days if justified.  OIHCF HQ must approve waiver over 150 days for special or unique circumstances.)
	
	
	

	6. Are more than 30% of Medicaid and Medicare accounts receivable over 90 days old?
	
	
	

	7. Does the AR Lender have less than 3 years experience in providing AR financing? 
	
	
	

	8. Does the AR Lender lack the financial controls and capability to monitor the Operator’s performance?
	
	
	

	9. Are the Mortgagor and Operator out of compliance with any business agreements with HUD? (i.e., in default on those agreements, not current on financial submissions, etc.)
	
	
	


If you answer “yes” to any of the above questions, please address below. 
[bookmark: _Toc204672643]Terms and Conditions
<<Description of the significant terms and conditions of the A/R Loan, including (1) how the maximum A/R loan amount is determined (e.g., an amount up to XXX% of the net collectible value of A/R Borrowers accounts receivable due from eligible payors (e.g., Medicaid, Medicare) up to XXX days past the date of service); (2) Describe how receivables will be directed and lockbox accounts are to be managed (e.g., number of lockbox accounts, daily sweeps, etc.); (3) describe security interest in lockbox accounts; and, (4) describe any other pertinent terms and conditions affecting FHA/HUD’s and the FHA Lender’s security interests that are not discussed below.>>
Terms and Conditions:
1. Maximum amount of advances available during the term: $_________________.
2. Advances are limited to: (describe how maximum advance is determined)_____.
3. Term: ________.
4. Payment Terms/Financing Fees (Interest Only, etc): 			
5. Late Payment Fees: _________________
6. Interest Rate on Unused line: ______________

Mechanisms for Operator receipts, disbursements and control of operator funds:

	PROGRAM GUIDANCE: 
There shall be no material change in Operator’s business or financial condition.  There shall be no material default in any of Operator’s obligations under any contract or compliance with applicable laws.   



Describe the flow of all funds, into and out of lock box – point of origination and final destination.
[bookmark: _Toc204672644]Collateral / Security
<<describe the A/R Lender’s Collateral/Security for the loans. Identify all assets in which the A/R Lender will be taking a security interest - for example, A/R Borrower’s accounts receivable, provider agreements, etc.>>
[bookmark: _Toc204672645]Permitted Uses
<<describe the permitted uses of the A/R loan funds.  For example, transaction fees incurred in connection with the A/R Loan; refinancing existing debt; working capital needs in connection with their operations at the FHA-insured facilities; etc.>>
[bookmark: _Toc204672646]Payment Priorities
<<describe the payment priority of A/R funds in priority order.  For example, (1) to pay the “Obligations” (as defined in the A/R loan agreement) then due under the A/R loan agreement; (2) to pay A/R Borrower’s costs of operations, including but not limited to rent, payroll, taxes, management fees, etc.; (3) distributions to equity holders, but only to the extent expressly permitted by the terms of the A/R loan agreement.  The payment priority provisions will also be addressed in the Intercreditor Agreement and Rider to Intercreditor Agreement (collectively, the “Intercreditor Documents”) to be executed between A/R Lender and Lender.  The Intercreditor Documents are under review by HUD legal counsel and are subject to HUD approval.>>

	PROGRAM GUIDANCE:  
Attachment C of Notice 08-09, Rider to Intercreditor, para. 3 – states in part the following:(i) first, to pay current debt service obligations to AR Lender, (ii) second, to pay Lessee’s costs of operations including, but not limited to, rent and all other payment obligations due under its Lease with Landlord, payroll and payroll taxes, ordinary maintenance and repairs and management fees (“Current Operating Costs”) and (iii) (third) after the payment of Current Operating Costs, subject to applicable restrictions in the AR Lender Loan Documents and Lessee Regulatory Agreement, AR Advances may be distributed to Lessee’s shareholders, partners, members or owners, as the case may be. 


Interest Rate
<<Indicate the fixed rate or clearly describe how the floating interest rate is determined, include the base rates or index, the spread over the base rate, and any minimum/maximum rate limitations.>>
Fees
<<describe the fees associated with the A/R loan that the A/R Borrower is required to pay.  The list of fees should clearly identify one-time origination fees; ongoing fees associated with the loan (e.g., unused line fees or annual renewal fees); late payment; early termination; and any other significant charges. If appropriate, provide the historical A/R loan costs at the facility for the YTD and last 3 fiscal years.>>
Financial Analysis
<<provide a financial analysis that demonstrates that the A/R Borrower and the facilities involved with the A/R loan have sufficient financial capacity to pay all operating expenses, A/R financing costs and loan payments; and all rent and/or debt service payments.  The analysis should include the following items:  (1) overall lending capacity for each facility involved; (2) description of assumptions regarding A/R loan amount, interest rate, annual expenses, etc. (this should assume maximums to stress test the A/R financing); (3) an analysis of the Operator’s 12-month trailing operating statements (see below) and the impact the of the A/R financing ; (4) a comparison of the 12-month trailing NOI to the original or proposed underwriting of the NOI for the FHA loan (as applicable); (5) the impact on the Mortgagor’s debt coverage after payment of the A/R Loan expenses and payments; and, (6) any additional financial analysis need to support the feasibility of the A/R loan for the facilities involved.>>
<<Note: This section is likely to be provided by the FHA Lender(s).  If there are multiple FHA Lenders involved, each lender will need to provide an analysis for their respective loans based on a pro rata assumption of each facilities contribution to the total A/R loan capacity.>>
<<An Example Lending Capacity Analysis is below.
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<<An Example Financial Analysis is below.
Assuming the $1.2M maximum A/R loan limit and an annual interest rate of 8.0% and that the entire amount is outstanding for the year infers an annual interest expense of $100,000.  In addition to the interest, the other ongoing fee is the collateral management fee, which would be a maximum of $15,000 per year for the same assumed balance.  An analysis of the Operator’s 12 month trailing financial statement (XXX 2009 – XXX 2010) is below:
12-month Trailing Operating History

	Operating Revenue
	 $   9,000,000 

	Operating Expenses
	    (7,000,000)

	Net Operating Income (NOI)
	 $   2,000,000 

	Lease Expense / Rent
	    (1,200,000)

	NOI After Lease
	 $     800,000 

	 
	 

	Non-Operating Revenue
	 $      (10,000)

	Non-Operating Expenses
	         (75,000)

	Non-Operating Income (Expense)
	 $      (85,000)

	 
	 

	NOI Available for A/R Expenses
	 $     715,000 

	A/R Fee: Interest
	       (100,000)

	A/R Fee: Collateral Management
	         (15,000)

	NOI After A/R Expenses:
	 $     600,000 



As shown above, there is more than sufficient NOI at the XXX facility to cover the recurring annual expenses associated with its portion of the A/R financing.  
The original underwriting assumed an NOI of $1,400,000.  The 12-month trailing NOI is $2,000,000.  The annual debt service including the original MIP amount is $725,000 per year.  Adding the A/R fees equates to a total Debt Service & A/R expense of $840,000 per year.  The 12-month trailing NOI offers 2.38 coverage of the total Debt Service & A/R expense.
>>

 Recommendation
<<The FHA Lender’s recommendation that FHA accept the A/R Loan proposal.>>
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Medicare

Medicaid

Other Govt

  Subtotal  $                -     $             -    $             -    $             -   

Non-Govt*

  Total  $                -     $             -    $             -    $             -   

*Non Govt. is considered when determining HUD's maximum A/R loan amount.



A/R Lender Maximum Loan Amount

of Medicare, Medicaid, and Other Government A/R less than 121 days old is 

over 90 days old.
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- $            

HUD Maximum Loan Amt = 85% of Medicare, Medicaid, and Other Govt A/R 120 

or less days old.
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				0-90 days				91-120 days		121-150 days		151+ days		% 91+ days

		Medicare												0.0%

		Medicaid												0.0%

		Other Govt												0.0%

		Subtotal		$   - 0				$   - 0		$   - 0		$   - 0		0.0%

		Non-Govt*												0.0%

		Total		$   - 0				$   - 0		$   - 0		$   - 0		0.0%

		*Non Govt. is considered when determining HUD's maximum A/R loan amount.

		0.00%		of Medicare, Medicaid, and Other Government A/R less than 121 days old is over 90 days old.

		$   - 0		HUD Maximum Loan Amt = 85% of Medicare, Medicaid, and Other Govt A/R 120 or less days old.

				A/R Lender Maximum Loan Amount






