Flow Chart Example for a Hard Lockbox

Property Rents

Lockbox/Clearing Account

+» Cleared funds swept daily to
Cash management account.

Deposits may be received via
PO BOX, Wire, ACH,
walk into branch,
scan deposit, etc.
depending on property type and
Lender’s requirements

Cash Management Account

< On payment date,
Lender/Servicer runs
sequential “waterfall.”

*Note: Waterfall schedules vary
according to the property type and
loan documents.

Waterfall

Step # 1:
TAX ESCROW

SUBACCOUNT

Step # 2:
INSURANCE ESCROW

SUBACCOUNT

Step # 3:
DEBT SERVICE

SUBACCOUNT

Step # 4:
REIMBURSE PROPERTY

OPERATING EXPENSE
SUBACCOUNT

Step # 4:
REPLACEMENT RESERVE

SUBACCOUNT



