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Before and After the Game…



The “Best” TPA and Change of Operator Submissions



The “Best” TPA and Change of Operator Submissions
• “Best” for the Lender and HUD

• The deal makes sense
• Risk mitigation
• Happy client (Seller and Purchaser)

• “Best” for the Client
• Execution time
• Customer service / client satisfaction

• Almost exclusively tied to execution time



The “Best” TPA and Change of Operator Submissions
• “Assumability” as a feature of the product type

• The clients and/or the collateral can suffer real negative 
consequences if a TPA or CHOW goes sideways

• TPAs and CHOWs as part of a risk mitigation strategy



The Lender as an “Active” Participant in TPAs/CHOWs



The Lender as an “Active” Participant in TPAs/CHOWs
• Advise the various stakeholders on the TPA/CHOW process

• TPA/CHOW 101 for new HUD clients
• Managing client expectations on timing

• Regular status update calls/messages/checklists
• Telling the story of the transaction

• HUD ORCF TPA/CHOW Lender Narrative
• Coordinating communication between the client and HUD
• Getting the TPA/CHOW submission “HUD ready”



TPA/CHOW 101
• The importance of using HUD-experienced counsel

• The difference between “Best” and poor outcomes
• Transactional counsel + HUD counsel
• For the Lender – 5 hours vs. 50 hours

• Managing expectations on timing
• The first question that the client always asks
• These are complex transactions
• Appropriate time period for Lender and HUD reviews?



TPA/CHOW Timing
Transaction UPB HUD Approval 

(Days)
Facility Type AR Financing?

Full TPA/CHOW $11.7 MM 35 AL/MC No
Full TPA/CHOW $26.3 MM 9 SNF No
Full TPA/CHOW $4.0 MM 35 AL Yes
Full TPA/CHOW $16.8 MM 25 SNF Yes
Full TPA/CHOW $1.6 MM 145 AL/MC No

• Does not include large portfolios
• HUD Approval = Time from submission to HUD until issuance of the preliminary approval letter



How Do I Improve TPA/CHOW Timing?
• Meet with your HUD Account Executive prior to submission

• Introduce the parties/stakeholders
• Explain the transaction
• Explain any transactional timing constraints

• Tell the story of the transaction
• At a minimum – usable organizational charts
• ORCF TPA/CHOW Lender Narrative
• HUD-2530s via APPS vs. paper submissions
• Make one complete submission and try not to supplement



How Do I Improve TPA/CHOW Timing?
• Getting the TPA/CHOW submission “HUD ready”

• “Active” Lenders as more than just a conduit
• Identify easy mistakes – is everything signed?
• Make sure that the submission is tabbed correctly
• Submission logistics – who needs a copy?

• Start thinking about closing prior to HUD approval



Room For Improvement?
•HUD TPA/CHOW Lender Narratives

•Legal review and relative priority

•Managing expectations on timing



Success Stories – Portfolio CHOWs
Portfolio 

Size
Collective 

UPB
# of 

Operators
# of States HUD 

Approval
18 Facilities $110+ MM 4 3 <45 Days
9 Facilities $90+ MM 2 2 <45 Days

• Operators were in receivership
• Multiple Lenders (HUD and non-HUD)
• All Operators had AR financing
• Staged approvals by Operator 
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ORCF Risk Management



ORCF Risk Surveillance Dashboard – Key Metrics

REAC DSCR DSCR STAR Rating Health Critical Tags Fire Safety Critical Tags SFF REPORT

Score T12 DSCR Period Ending Current Previous Survey Date Scope Severity Survey Date Scope Severity Date
68 (0.09) 9/30/2018

None Reported No Data 12/31/2016 2017-12-07 K 2018-08-01 C
None Reported No Data 12/31/2016 2018-07-17 J 2018-10-02 F
None Reported No Data 6/30/2016
None Reported No Data 9/30/2017

77 No Data 9/30/2018 4 4 2016-09-16 F
95 No Data 3/31/2016
79 No Data 9/30/2016 2018-06-06 L 2018-06-06 F
95 0.09 9/30/2018
83 (8.25) 12/31/2017 3 3 2018-09-14 F
82 (0.03) 9/30/2018
85 (0.07) 12/31/2018
80 (0.17) 3/31/2018
89 (0.48) 12/31/2018 2018-10-26 E
95 (0.10) 12/31/2018 5 5 2018-02-09 C
88 0.61 9/30/2018 3 3 2018-08-31 E
46 No Data 9/30/2018
86 0.66 9/30/2018 9/26/2018

EPD MDDR

Count Days Delinquent
48 2,570 
10 379 
10 349 
11 1,961 
4 530 
2 469 
2 469 

803 
288 
104 
73 
73 

1,657 
165 
165 
73 
72 
73 



ORCF– Portal Operator Reporting
• Quarterly operator data is a key element of the Risk Surveillance 

Dashboard
• We give DSCR a lot of attention as a project performance metric
• Data quality of operator submissions is currently a major concern
• Time spent by servicers ensuring data is correct and operators are 

submitting statements should allow lenders and HUD to focus on  
real concerns and not false alarms

• What would we like to see in the next iteration of the Portal for 
operator reporting?



ORCF Risk Management



ORCF Risk Management



ORCF Risk Management



ORCF– Risk Management Routine

HUD AE’s send Risk Surveillance Dashboard indicators to 
Servicer for high risk (troubled) or watch (potentially troubled) 
assets and schedule monthly meeting.  

Servicers should compare indicators to their own watch lists and 
research HUD indicators



ORCF-Servicer Monthly Risk Meeting Goals
• Validate the risk.  Correct false alarms or DQ issues (Portal quarterly 

submissions, etc.) 
• Where risk is real, determine and document the root cause of the 

problem (i.e., not that census is low, but WHY is census low), and 
whether it appears to be a correctable problem

• Establish an action plan to address or mitigate the risk.  Where 
action plans are already established, review progress.  Is the 
situation improving, deteriorating, or staying the same?

• Where projects continue to deteriorate, amend the action plans, set 
clear deadlines for next actions, and escalate the strategy as needed 
(change of operator, DEC sanctions, penalties, etc.)



ORCF– Risk Management Routine

GUIDING PRINCIPLES:
• Time is of the essence.  The earlier we are on top of risk, the 

more flexibility we have to deal with it
• There should be an action plan for every valid risk that is 

identified
• There should be time frames associated with every action plan 

to ensure ailing projects don’t continue to deteriorate and linger 
unaddressed



• Hope is not an action plan. Inaction 
only results in success in the 
movies.
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Accounts Receivable Financial Analysis



Accounts Receivable Financial Analysis
Why is the analysis necessary?

• The analysis must be performed in order to determine the health of the facility and the ability to 
support the additional debt.  There must be adequate NOI available for the additional interest & 
fees charged on the A/R loan.  The A/R Loan amount should not exceed 85% of eligible 
receivables aged no more than 120-days.  

• The analysis can be performed on an individual or a portfolio basis.

• Please note that the analysis required post closing is the same as what is required for A/R 
Financing when the loan is underwritten. 



Analysis Process:  The analysis must include the terms and conditions of the A/R loan, the proposed security for the 
loan, any fees that would be associated with the loan and the proposed interest rate for the loan. 

Pull the current Accounts Receivable (A/R) Financing checklist and the Account Receivable Narrative Template from the 
HUD website.  The checklist will provide you with all of the required documentation required for approval.   The 
Narrative will guide you through all of the steps necessary for the submission to HUD for approval. 

There are three items that must be used in order to complete your analysis:
1. The A/R Loan Documents
2. Ageing Receivables Report
3. T-12

• Obtain T-12 operating statements and accounts receivables schedules for 0-90 days, 91-120 days, 121-150 
days & 151+ days.  

• Determine your NOI for the T-12 operations and resulting debt service coverage ratio.
• From the receivables schedule, split out all governmental receivables from other receivables for each 

period of time outline above.
• The borrowing base should not exceed 85% of government receivables aged 120-days.



Accounts Receivable Financial Analysis
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