HEALTHCARE MORTGAGEE ADVISORY COUNCIL

DACAs, DAISAs

. AND CASH FLOW
I STRUCTURE

P CONSIDERATIONS




PANELISTS

,'&‘é ;.\t

JIM LEVINE JENNIFER TADLOCK

Shareholder & Director Supervisory Account Executive

Baker, Donelson, Bearman, ORCF

I Il & Berkowit
Caldwell & Berkowitz U.S. Department of Housing &

Urban Development

Seattle, WA

Chattanooga, TN

HEALTHCARE MORTGAGEE ADVISORY COUNCIL

PAIGE ELA

EVP/COO, Healthcare Lending
Forbright Bank
Washington, D.C.

AMY JO CONROY

Attorney
Office of General Counsel

U.S. Department of Housing &
Urban Development

Chicago, IL



DACA & DAISA

The Why and What of Each
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DEPOSIT ACCOUNT
CONTROL AGREEMENT
(DACA)

 Why are they required?

 What does a DACA really do?

 Who are the proper parties to the DACA?

* “Downstream” vs. “Upstream” Accounts
and which require a DACA?

* |s there a prescribed form?
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DEPOSIT ACCOUNT
INSTRUCTIONS & SERVICES
AGREEMENT (DAISA)

* Why is a DAISA required?

 What does a DAISA really do?

* |s there a prescribed form?
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CONSIDERATIONS

e Operators: Why do they panic over
DACAs?

* Depository Banks: Why do they dislike
DAISAs

* Third-Party Operator points to remember

* Considerations when restructuring a
facility’s cash-flow structure

* Timing on updating government
payment accounts

* Commingled Accounts
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Knock, knock!

HOT BUTTON ISSUES e

Len who?
Len me ten bucks until payday. Knock, knock!
Who's there?
* Who pays fees and expenses? Celeste.
Celeste who?
* Indemnification Celeste time | lend you money!

e Access to Account Information

Knock, knock!

° ”Choice Of Law” Who's there?
Halibut.
e Tirmi Halibut who?
Tlmlng for COntrOl Halibut lending me five dollars?
e 15t Lien vs. 2" Lien Notification
e Can DACA and DAISA be combined? Knock, knock!

Who’s there?
Cannelloni.

Cannelloni who?
Cannelloni some money till next week?
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CASH FLOW STRUCTURES
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SAMPLE BASIC HUD CASH FLOW STRUCTURE

Private pay, private insurance and other
nongovernmental AR flow directly into this
account, subject to DACA. N

Lessee/Operator Lessee/Operator

Governmental Operating Account
Receivables Account P 8

Daily sweep
pursuant to DAISA

Government funds (Medicaid/Medicare)
flow directly into this account, which is subject

to a DAISA

> Debt service payments

Rental paymentsunder |  _ _ _ _ __  _ — —— — —
lease

I
I
I
I
Lessor/Borrower

Account

HUD Lender
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SAMPLE HUD CASH FLOW STRUCTURE
WITH AR FINANCING, MASTER LEASE AND ANCILLARY OPERATOR ACCOUNTS

Draws on AR revolver

Subessee/Operator
N Local Deposit
Account
at “Local Bank”

Subject to DACA N

Private pay, private insurance and other
nongovernmental AR flow directly into this -
account, subject to DACA -~

Daily sweep
pursuant to DAISA

~ Pay down of AR

~N
Sublessee/Operator revolver
s Sublessee/Operator
ST Operating Account
Receivables Account
_>
.z gL e —— —— —— Rental payment under sublease.

Government funds (Medicaid/Medicare)
flow directly into this account, which is subject

to a DAISA
Master Tenant
Account

Debt service payments

Rental payments under
master lease

|
I
Operator |
Pp I Operator Petty |

ayro Cash Account Lessor/Borrower

Account
Account

HUD Lender
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SAMPLE HUD CASH FLOW STRUCTURE

WITH AR LENDER CONCENTRATION ACCOUNT AND MASTER HUD OPERATING ACCOUNT

Operator Private Pay Collections Account

. » Private pay, insurance and non-governmental AR flow
Operator Government Collections Account

directly into this account
+ Government AR flows directly into this ‘N Controlled by AR Lender and HUD Lender under 1st
/
1

lien (immediate control) and 2nd lien (springing

account
* Subject to 1st and 2nd lien DAISAs B A
Daily sweep
under DAISAs Draws as needed to satisfy operating - - _ Daily Sweep under
. needs, subject to AR loan notice and - 1st Lien DACA
HUD Operating Account funding conditions

Account owned by one of HUD operators for itself and

I

as agent for other HUD operators | AR Lender:

* Controlled by AR Lender and HUD Lender under 1st ¢
and 2nd lien DACAs (both springing control). HUD *  Swept funds are deposited into this account owned by AR
requires a complete and accurate accounting of funds in Lender

this account traceable to each facility « Interest, fees and expenses under AR loan are collected

Draws as needed to pay rent/debt by AR Lender from this account

service, subject to AR loan notice
and funding conditions

Manual
Transfer

Operator Operating —
Account (Zero Balance Rent to Landlor
Account)

Operator Petty
Cash Account Operator
Payroll « Controlled HUD Lender Landlord

ry HUD Lender
Account under 1st lien DACA Account |
|
|

(springing control)

Debt service under
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SAMPLE HUD CASH FLOW STRUCTURE
WITH IGT HOSPITAL OPERATOR

Private pay, private insurance and other
nongovernmental AR flow directly into this
account, subject to DACA N

Sublessee/Hospital Sublessee/Hospital

Operator
P Operator
BN ETITEE Operating Account
Receivables Account P g

Rental payment under sublease,
lessee’s portion of UPL payment,
and management fee

Daily sweep
pursuant to DAISA

Government funds (Medicaid/Medicare)
flow directly into this account, which is subject
to a DAISA Lessee Account

Debt service payments

Rental payments

Lessor/Borrower
Account

HUD Lender
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SAMPLE HUD CASH FLOW STRUCTURE
WITH QIPP HOSPITAL OPERATOR, AR FINANCING AND MASTER LEASE

Governmental Receivables Account

» Owned by Hospital District

+ Government AR flows directly into this account

Sublease Rent
Payment

Daily sweeps pursuant to
4-party DAISA

weekly

Manual transfers

Manual transfers
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Master Lease
Rent Payment

/v'

Daily sweeps pursuant
to 4-party DACA

\

Non-Governmental Receivables Account
Owned by Hospital District
Private pay, insurance and other non-governmental AR flow
directly into this account
Controlled by AR Lender (future) and HUD Lender (future)
under 1st and 2nd lien DACA
Hospital will pull its share of QIPP payments from this
account

AR Lender Collection Account

Draws on AR revolver for payment of
rent, payroll, and operations, subject to
notice and funding conditions

/

/

Manual
transfers

Landlord/HUD Borrower Account

HUD loan
debt service

|
|
|
\4

HUD Lender




SAMPLE PORTFOLIO HUD CASH FLOW

STRUCTURE IMMEDIATE CONTROL

Government AR
Account #1
Control: 4-party DAISA

Government AR
Account #2
Control: 4-party DAISA

Government AR
Account #3
Control: 4-party DAISA

Government AR
Account #4
Control: 4-party DAISA

Non-Government AR
Account #1
Control: 4-party DACA

Non-Government AR
Account #2
Control: 4-party DACA

Non-Government AR
Account #3
Control: 4-party DACA

Non-Government AR
Account #4
Control: 4-party DACA
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Daily
Sweep

Daily
Sweep

Daily
Sweep

Daily
Sweep

Requested Draws

Requested
Monthly Rent
Draws

Combined Operating Account

Control: 4-party Springing

DACA

Transfers as needed

h

Rent Account #1
Control: 3-party
Springing DACA

Rent Account #2
Control: 3-party
Springing DACA

Rent Account #3
Control: 3-party
Springing DACA

Rent Account #4
Control: 3-party
Springing DACA

Other property-related
disbursements

Debt Service

Other property-related
disbursements

Debt Service

Other property-related
disbursements

Debt Service

Other property-related
disbursements

Debt Service

Transfers as

permitted Shortfall Reserve Account

Control: 4-party Springing
DACA

Other Operating Accounts
Control: None

Payroll Account
Control: None




QUESTIONS?




