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Panelist: Doug Redford, Managing Director, Grove Street
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Nominations
• The Lord of the Rings:  Return of the King
• The Hurt Locker
• Gladiator
• The Shape of Water
• Around the World in 80 days
• The Avengers Endgame
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• Upon closing of each individual HUD 232/223(f) refinance, a portion of debt from

this Credit Facility will be repaid based on lead-bank set release prices for each
property.

• The release prices will be set at 80% of value or HUD determined maximum proceeds
net of HUD transaction costs and reserves.

• A payoff letter from the lead bank with those release prices provided at closing.
• Fungible debt. Term debt paid off 1st, then Mezz debt, then partnership debt.
• Allocation of Debt analysis showing that the estimated release prices do not

disproportionately allocate debt to the 15 properties going to HUD.
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• Thor is a One Star Facility.
• Thor had 16 deficiencies in 2016, including the 3 G-tags; 29 low-level deficiencies in 
2017; and only 11 low-level deficiencies in 2018.
• As is practice, the Lender engaged Quality InCite to conduct a review of the facility’s 
operations to determine steps to improve its star rating.  Below is a synopsis of Quality 
InCite’s findings and recommendations. 
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Professional Liability Costs:
The market PLI costs per state were further supported by the Appraiser in the following tables for each
state.
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• PDPM:
• Additionally, the Underwriter has considered that CMS has announced a major shift to Medicare 
reimbursement for SNFs that is slated to begin on October 1, 2019. The current RUGs-based system will be 
replaced by the Patient-Driven Payment Model (PDPM). 
• As part of this shift, SNFs will be required to shift to the much more complex ICD-10 coding for residents, 
which is the system used by hospitals. 
• An analysis is shown below, using information from the CMS website, estimating that the shift to PDPM will 
result in a net 15.9% ($1,776,604/$1,531,629-1) increase to the Subject’s Medicare rate. This is better than 
the statewide average for Pennsylvania, in which total Medicare payments are expected to increase 1.3% 
under PDPM from $1.553 million to $1.574 million.  Below is a summary of the expected impact on Medicare 
Revenue:
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Higher Cap Rate.  Appraiser had concluded to a 12% cap rate for facility but 
utilized a 12.5% cap rate and quoted the PDPM, BPCI, and PLI insurance as 
reasons for higher cap rate.
6 month MRF.  PLI risk was calculated in the excess risk for the portfolio given 
the National Operator
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