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I
Master lcease

U Ties together the operating leases from each
healthcare facility in a portfolio into one
master lease

U Purpose of the master lease
A Reallocate cash flow
A Bankruptcy protection (indivisible lease)




e
When iisza\Masterd-ease Applicable?

C 223()

C 223(a)(7)
C NC/SR/BR
C TPA

ND

C 3 or more and/or $15 million or more in aggregate mortgage
amount

C Borrowers with same ownership or a majority ownership with
control

C Operators are lessee with the same ownership
C Applications submitted in 2honth window




Master lcease

U Alternative master lease structures need to
protect HUD equivalently

A Multiple minority owners

_

@
\a
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A Multiple operators

A Multiple lenders 5

ALegal restrictions

4 /
A Contractual restriction N




I
Termscof\Master L.ease & Subleases

U FHAInsured properties only

U Initial term of master lease = maturity date of
mortgage or longer

u If longterm lease not feasible, propose alternative
structure:

1. Sublease coterminous with one another

2. Addendum to Regulatory Agreement: borrower to enter
INto new master lease prior to expiration
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Master l:ease:d:enderRequirements

Lender Narrative:
Terms and conditions of master lease
Waliver requests
Proposed payments to or from master tenant

Lease agreements between Borrower and Master Tenant & lease
agreements between Master Tenant and Subtenants;

Description of the collection and flow of funds from subtenants to master
tenant and from master tenant to borrower (include AR flow of funds, if
applicable).




N
Master lease.d:enderRequirements

(continued)

Lender Narrativglcontinued)

V' Description of the collection and flow of funds from subtenants to
master tenant and from master tenant to borrower (include AR flow of

funds, if applicable).

V Diagram showing flow of funds from each operator to the master
tenant to the borrower. Specify the depositories for each individual
project funds, as well as for the master tenant as applicable

V' Description of legal structure of borrower or master landlord entity,
the master entity, and operating entity/subtenant, including all tiers of
ownership.




Master l:easel. drenderRequirements
(continued)

Spreadsheet
V Names of facilities
V Proposed mortgage amount for each facility

V Recommended appraised value of each faclility

V Proposed debt service coverage ratio for each
facility, including the mortgage insurance
payment




Master l:easel. drenderRequirements
(continued)

Spreadsheetcontinued)
V # of beds at each facility
V CMS Star Rating at each facllity, if applicable;

V Current balance of each facility's replacement
reserve account; and

V Any other reserve funds that will be available to the
Owner/operator to fund project costs.




ORCF/IOG&-Review

V Master Lease and Subleases -

DER
V Base rent amount \/;‘:.JENVIEW
V Escrow amountge.g., taxes, MIP, propert

Insurance, etc.)
V Term of the master lease
V HUD mandated immediate and/or critical repairs

V HUD required replacement reserves

V Any other required reserves




.
Other Master Lease dssues

& O
& T

U Small portfolio: Master lease still required even though
portfolio credit review not required

U Certification of Multiple Projects (Consolidated Certification
Borrower): Lender must obtain Borrower current & proposed
project applications within IBnonth window.




N
Portfoliosc Midsize:and Large

U Handbook Chapter 17

U Mortgagee letter 201496,
published April 2014

U Updated old Notice HO03
for portfolio guidance




e
Portfoliosc Midsize:and Large

U Threshold for midsize portfolio Is

$90 million(triggers corporate
credit review)

U Limits size of a single portfolio
no more than 5% unpaid principal balance of
Section 232 portfolio




e
Portfoliosc Midsize:and Large

U List of corporate credit review submission
materials

U 18-month rolling window

U Debt service reserve requirement

U Master lease requirement




e
Portfoliosc Midsizeand Large
Mechanicsoof:Review

‘4 U Lender contacts ORCF for

®w>. concept callintro meeting
-t ‘ | &

M U Understand nature of
transaction, corporate
structure, etc.

U Make sure review focuses on
biggest risk areas




I
Portfoliosc Midsize-and Large

Mechanicsof:Revieyontinued)

U Financial strength of the participants

U Quality of care

U Current debt

U Legal issues



e
Top Ten Largest NursingcFaclility

Companies

HUD Cory
# of Credit
Company Facilities Review
1:Genesis Healthcare 380 V
2 HCR Manor Care 280
3 Golden Living 295 V
4:Life Care Centers of America 223 V
5 Sava Senior Care 200 Vv
6 Consulate Health Care 202 V
7:Signature Healthcare 113
8 The Ensign Group 124
9 Extendicare 90 Vv
10:Kindred Healthcare 90

Ranked by number of beds as of 12/31/2@1Rrovider Magazine




AccountstReceivablerEimancing

A AR provides funding any daily cash flow
shortfalls in longerm care facilities (usually
SNF)

A Timing of Medicaid and Medicare
reimbursements can be subject to significant
delays and varies from state to state

Aly da!'w fAYSE Aa | g2
by Medicare, Medicaid, and private pay anc
commercial insurance receivables




I
ARrFinancing Intercreditor

Agreement

(i form HUD923220RCR06/2014)

U Puts in the AR lender Iin front of HUD to be paid
with any available cash

U Definition of AR Loan Obligations
U CutOff Time & Ceased Funding
U Notices and Consent Rights

U Standstill provision

AClarifies that no changes are permitted to the
remittance instructions until AR lender is paid in full.




B
ARMRinancing

New ntercreditor;/Agreement

U No crosscollateralization between HUD and
non-HUD facilities in one line

U Crossdefault may be permitted between HUD
AR line and notHUD AR lines nheeds review




Cash-Flow ICharts

A Lender must submit a cash flow chart
i 816.3 describes Cash Flow Charts
I 816.4 describes Cash Flow Structures
I See also the Legal Punchlist for required elements

A Appendix 16 sample Cash Flow Charts.




Single “stand alone” Project
AR line used to protect against minor cash flow shortfalls

* Fundsthat belong solely to residents al
deposited herein
** Any portion ofany resident funds tha
Governmental deposited into such accounts and tawhi
Payors the facility or Operator becomes entitlec
be promptly deposited into a DACA accol
to which FHA lender is a party at the earl
Private pay, commercial point permitted by applicable law and its
insurance, etc. contracts with residents.

_ MNon-
Governmental

Payors

Medicare,
Medicaid, etc.

Advances of AR Loan
Proceeds

Operator’s
Governmental

Daily Sweep Operator’s Operating

Receivables Account
(C '

Paymentson AR line

M

Operator Monthly Rent, Auto

Payables Wages, | Entitled

Payroll Taxes Funds**

Residents’ Trust

Payroll Account .
Account
Remainder after
P&l, Escrows,
R4R

-Sources

Resident
- Deposit Trust Funds
Accounts

O He

-l leas






