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SUMMARY

Coming Hom®: Affordable Assisted Living (Coming Honveds a 13year, $13million
national program created in 1992 by the Robert Wood Johnson Foundation (RWJF) and
NCB Capital Impact (formerly NCB Development Corporation) to develop affordable
assisted living models, with a focus on smaller and rural comiesiihd lowincome

seniors.

Affordable assisted living typically refers to licensed residential projects that provide
apartmensstyle housing together with supportive services (e.g., help with personal care,
meals, housekeeping and medication manageneeotii¢r residents, at least 25 percent
of whom are financially eligible for state Medicaid programs.

Key Results

Coming Homealemonstrated that assisted living can be created as a viable alternative to
institutional longterm care for people with incomesla® as the federal SSI payment.
Although there are regulatory and financial obstacles, these can be overcome through
partnerships and joint programs among relevant state agencies and project sponsors.

As of September 2008 oming Homemanaged by NCB Catail Impact's NCB
Development Services (NCBDS), had resulted in a total of 50 completed projects
comprised of 1909 units of affordable assisted living located in 13 states:

o The 50 completed affordable assistiethg facilities have ranged from 5 to 110 tsi
and are located in:

& Alaska (five facilities; 46 units)

& Arkansas (four facilities; 176 units)
8 California (two facilities; 84 units)
8 Colorado (one facility; 40 units)

8 Florida (five facilities; 329 units)

& llinais (five facilities; 210 units)



8 lowa (five fecilities; 132 units)

8 Maine (three facilities; 108 units)

8 Massachusetts (two facilities; 137 units)
& Oregon (one facility; 50 units)

& Vermont (five facilities; 209 units)

& Washington (six facilities; 216 units)

& Wisconsin (six facilities; 172 units).

o In Octobe 2008, staff at NCB Capital Impact indicated that five of 40 additional
demonstration projects underway were likely to be built, adding 235 additional units
of affordable assisted living.

The National Program Office

NCB Capital Impact, the national prograffice forComing Homeés a national
nonprofit organization that fosters community development by providing technical
assistance, prdevelopment financing and permanent debt to nonprofit commhbaggd
organizations nationwide.

NCB Capital Impacthanged its name from NCB Development Corporation in 2006.
This report covers a period from 1992 through the program's end in 2007. For simplicity,
this report refers to the organization by its new name, NCB Capital Impact, throughout.

Funding

In October 992, the RWJF Board of Trustees granted $6,531,516 to NCB Development
Corporation for a skyear period. In July 1999, the Board granted $6,499,913 for a five
year period to advance the development of rural affordable assisted living by helping
states crda a supportive policy environment, demonstrate the viability of financing for
the facilities, and build partnerships between state agencies and nonprofit service
providers.

THE PROBLEM

Older Adults in Rural America

America's rural communities contain thation's highest concentrations of older people.
In 1992, older adults made up about 15 percent of the rural population, compared to 12

1 As of February 2013, 18 affordable assisted living facilities were operational in Wisconsin.
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percent in urban areas, and in many rural communities, as many as 25 percent of the
residents were older adults.

Given te aging of the U.S. population and the migration of young people out of rural
communities, the concentration of older residents in rural areas was expected to intensify
between 1992 and 2002.

Older adults with chronic disabilities need health care, patsame and social services
that rural communities are often unable to provide in sufficient quantity or duration,
especially for lowincome seniors.

Affordable assistedlving housing arrangements offer a nursing home alternative when
older adults requirenore assistance than they can obtain in their home. In 1992,
affordable assisted living was almost nonexistent in rural areas of the United States. As a
consequence, many rural older adults were forced to leave their home communities or
were prematurelynistitutionalized in nursing homes in order to receive needed services.

Assisted Living

In many urban and suburban communities, integrated systems of care have been
developed linking health and social services for the frail elderly, including askster
residences. Assisted living is residential care that combines rental apartment living with
supportive services to aid with the activities of daily living.

These services may include personal care, housekeeping, linen service, meals, medication
managemerand 24hour oversight. Health care services may be available through staff
employed by the residence or through an arrangement with contracted providers.
Definitions of assisted living vary from state to state due to specific regulations covering
eligibility and service inclusion.

Monthly fees in assisteliving residences can range from $1,800 to $5,000, putting
assisted living out of the reach of seniors with annual incomes below $25,000. Of the
10.2 million households of people 75 years old and oldepecent have incomes under
$25,000 a year, and cannot afford assisted living.

In order to make assisted living affordable for people with low incomes, Medicaid funds
must be made available to affordable assifitéag facilities. Medicaid is a state and

federal health benefit program for the poor who are aged, blind or disabled, or members
of families with dependent children.

Each state sets its own income eligibility standards for its Medicaid program within
federal parameters as well as the mix of isevand products that are reimbursed under
this program. It is the primary funder of lot&ym care services for leimcome seniors;
the majority of Medicaid funds are used to pay for care in skilled nursing facilities.
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Over the past 20 years, many stbésed Medicaid programs, in partnership with the
federal government, have begun to direct a portion of Medicaid appropriations to various
demonstration programs that support frail seniors in their own homes and apartments. In
so doing, they seek to delaymrevent early or inappropriate nursing home placement.

Some states, such as Colorado, Oregon and Washington, have had years of experience
using Medicaid funding in assisted living and have a number of facilities in operation.
Other states, such as lllispare moving quickly to develop assistadng facilities.

Many other states have only begun to think through their approach to providing
reimbursement for this level of care.

In order to use Medicaid funds to support care outside of skilled nursihiti€facstates
must first apply for and receive approval from the Centers for Medicare & Medicaid
Services (CMS) for a Medicaid waiver.

Once CMS has approved the waiver, the state agency that oversees programs for the
elderly and the state Medicaid progranust develop a set of regulations that identifies
the types of supportive services that will be eligible for reimbursement, as well as the
level of reimbursement. Often these regulations will require approval by the state
legislature before they can ta&Hect.

When considering alternatives to skilled nursing care, states typically will evaluate three
different models for supportive services:

o Board and care institutions (commonly referred to as personal care facilities), which
provide singleroom occupacy and a very minimal set of services, primarily dietary.

6 Assistedliving housing, which combines rental housing with a range of supportive
services that are provided on site, and are calibrated to each resident's level of need
for assistance with activés of daily living at any given time.

6 A service model that coordinates supportive services from various agencies into the
private home or apartment of the elderly individual, but does not include housing
development.

Barriers to Expansion

Three barriers imibit the expansion of affordable assisted living for the rural frail elderly:

o Lack of technical expertise about how to successfully develop and manage these
facilities.

o Lack of access to lowost capital that can bring the housing component into a price
range that is affordable to leimcome elderly.
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o Lack of experience with integrating various levels of assisted living into the services
that are reimbursed by the Medicaid program; only a few states have begun this
process.

CONTEXT

Improving the quality otare and support for people with chronic health conditions has
been a longstanding goal of RWJF. One of the strategies to achieve that goal is to
increase the capacity of communities to meet the supportive care needs of chronically ill
people.

Since the 280s, RWJF has funded projects and programs to provide supportive care to
people with chronic health conditions and dementia and to develop affordable models of
assisted living.

In 1983, RWJF funded the Interfaith Volunteer Caregivers Program to proJigeeer
caregiving to people of all ages with chronic health conditions. Building on this work, in
1993, RWJF established the national progFaith in Actior? (see thé’rogramResults
Repor), which funds local faith groups who volunteer to care for their neighbors who
have longterm health needs.

In 1987, RWJF created the national progiaementia Care and Respite Services
Program,the first national adulday services demonstration program. Building on this
work, in 1992, RWJF funded the national progaartners in Caregiving: The Dementia
Services Prograno determine whether the lessons from the demonstration program
could be applied to a new groupssites. See thErogram Results Report

RWJF has also supported efforts to combine health and housing for people with chronic
health conditions. lpartnership with the Pew Charitable Trusts, and the Ford
Foundation, RWJF underwrote the establishment of the Corporation for Supportive
Housing to promote the development of special needs housing for people with chronic
health conditions (seéerogram Results Repash ID#s 018047 and 019309).

RWJF's continued support for the Corporation for Supportive iHgugs culminated in

a national effort to significantly reduce chronic homelessness in major urban areas over
the next decade. The corporation has developed the Health and Housing Integrated
Service Network (HHISN) model, which is permanent housing thegrates the

financing and organization of health and social services to provide more effective
treatment and support for chronically ill and chronically homeless persons (ID#s 043050
and 051162). See the Special Repdripte than a Place to Live

RWJF and Pew also each provided about $1 million in funding to the Child Welfare
League of America, which worked with public housing authorities and tenant
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organizations to improve and add health and social services to public housing to better
assist residnts (se€rogram Results Reparh ID#s 024750 and 028565).

PROGRAM DESIGN

BeforeComing HomeRWJF had funded two aststliving projects in rural North
Carolina (ID# 000015) and a planning grant to NCB Capital Impact to assess the
feasibility of establishing a program suchGaming Homend planning site selection
criteria, funding sources, and program marketing (ID@505).

The assistediving projects were located Roanckenaranth and Scotland Neck, N.C.

6 In RoanokeAmaranth (ID# 008495), the project, sponsored by the local primary
health center, included the development of a continuum of care that ranged from
marketrate independeriving units to a skilled nursing facility.

6 In Scotland Neck (ID# 000015), the acute care hospital was converted to a facility
that provided a continuum of care.

6 In both cases, the sponsoring facilities worked closely with the state offfiaeal
health, which expanded services to include the provision oftknng care through
affiliation with an existing health care provider.

While these projects demonstrated the potential for the successful development of a
continuum of chronic care ign underserved rural area, both experienced significant
delays due to a lack of poeevelopment working capital and problems accessing
adequate capital financing.

Following a review of those projects and the problems they encountered, RWJF made a
planninggrant to NCB Capital Impact (ID# 019575) to identify the criteria that could be
used to select a limited number of rural sites that could develop model programs of
affordable assisted living.

NCB Capital Impact analyzed possible sources of funding fonpatgrojects and

developed technical assistance to help sites design their projects and apply for financing.
In addition, they put together an approach to market this program to state offices of rural
health and other rural organizations, which, in twould help to identify potential sites

for building assistediving facilities.

THE PROGRAM

National Program Office

The Coming Homanational program office was housed at NCB Capital Impact in
Washington (formerly in Oakland, Calif.). NCB Capital Impadigraexempt, 501(c)3
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nonprofit corporation, is a community development bank organized in 1982 under the
laws of the District of Columbia pursuant to a congressional charter.

Its primary mission is to provide solutions that empower underserved commumities t
address the problems poverty creates in America. NCB Capital Impact fills gaps where
products and services do not exist, often dealing with higher credit risk, to create new
customer segments.

It does so through a unique combination of financial andldpreent services, and
technical assistance. It acts as a catalyst seeking to change the systems for delivering
affordable housing and essential community services to the natioAsdome and
underserved communities.

NCB Capital Impact is affiliated witthe National Cooperative Bank, which provides
financial and technical assistance to eligible community development corporations and
cooperative enterprises nationwide.

It was established by Congress in 1978 and was reconstituted as a cooperatively owned
financial institution in 1981. A cooperative bank is owned by its borrowers, and the
borrowers receive dividends based on the profits generated by the bank's businesses.

Since its inception, NCB Capital Impact has worked to develop 30,000 units of
affordable housing, 10,000 jobs for lamcome individuals, 43,352 school seats, 3,100
affordable assisteliving units for senior citizens and persons with disabilities, and 2
million square feet of community health center space serving 150,000 patientslya

Under the auspices of NCB Capital Impact, @wning Homenational program office

created a new company in 1997 called NCB Development Services (NCBDS). NCBDS is
a limited liability company created to separate certain techagsstance functi@from
lending activities. It is also a private nonprofit 501(c)3 company.

The primary mission of NCBDS is to foster community development, providing technical
assistance and poevelopment financing to the same kinds of qualified groupseas ar
served byNCB Capital Impact.

National Program Office Staff

6 Robert Jenkens served as the program director and was the deputy director from 2000
to 2005.

o David Nolan served as the program director from its inception until 2005.
6 John Rimbach served as deputy direftom inception until 1998.

6 Candace Baldwin and Andrew W also worked on the program.
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The staff provided technical assistance and development assistance to nonprofit sponsors
of affordable assisted living, including a gitevelopment revolving loan fursgt up by

RWJF, and consultation on development and operating issues. The national program
office also built partnerships between facility sponsors, developers, finaagengies

and program operators.

Staff worked closely with business analysts and twféiners at NCB Capital Impact on
the analysis of each development project. The chief executive officer of NCB Capital
Impact also worked with the national program office staff as they defined thé¢elong
business plan for NCBD$#)e actual developmerttity.

In addition to providing funds for the development of model assistied) facilities that
could be replicated, RWJF was also interested in building theténgcapacity bNCB
Capital Impact and NCBDS.

Thus, one objective of NCB Capital Impactd NCBDS unde€oming Homavas to
develop a permanent line of business that would continue to provide technical assistance
and financing to affordable assistiddng projects after the program ended.

Planning and Development Work

The Coming Homestaff was most active in the feasibility study process that was
undertaken to determine if there was demand for this type of affordable housing, and if
the type of available capital financing programs and state Medicaid reimbursement
systemgould support afforddé units.

During this stage, in addition to working with state agencies responsible for Medicaid and
for housing finance, th€oming Homestaff worked with an affordable assisted living
sponsor for each potential location to identify sources of fundsohéd be used to

cover the project's preéevelopment costs (e.g., site acquisition, feasibility studies and
engineering studiesicurred early in the project.

A sponsor is typically a nonprofit organization that has had some experience with
housing develpment and is interested in developing facilities for the elderly that
combine affordable housing and supportive services. Some sponsors are active in a
number of statefor example, a multistate health carsteyn with a housing subsidiary.

A background irhealth care was not essential, but most sponsors have had experience in
managing the delivery of health care, particularly health services provided to the elderly.
Sponsorsricluded organizations such as:

Nursing homes

O«

O«

Regional hospital systems that atkevelop housing
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¢ Retirement facilities

It was also important that the sponsors had access to their own internal sources of capital
to cover some of the dfpont predevelopment costs and, in some cases, access to-longer
term financing in the event publicwees of longterm financing (e.qg., state housing
programs) were not available.

For the supportive services component of affordable assisted livingpthang Home

staff worked with potential sponsors of assidtenhg facilities and state Medicaid

agendes to make sure that the appropriate waiver approvals were obtained from the
Centers for Medicare & Medicaid Services (CMS) and that the design of the supportive
services would work within theage's regulatory requirements.

For the housing component affordable assisted living, tl@oming Homestaff worked

with potential sponsors of assistidng facilities and state housing finance agencies to
identify federal, state and local affordable housing grant and loan programs that could be
potential source of permanerfinancing for these facilities.

State housing programs have had a long history of combining federal, state and local
affordable housing appropriations and creating batwavket financing for a range of
affordable housing facilities. Howevestaff at these housing programs often does not
understand the link between bricks andrtar and supportive services.

They are familiar with singleand multifamily housing developments, and even with
housing for the elderly, but they are not familiathminderwriting the financing for a
facility that would in part be supped through Medicaid revenues.

Coming Homestaff facilitated communication between the entities responsible for
regulatory oversight of the supportive services component and theéegyssponsible
for gpproving the housing financing.

Along with providing access to paevelopment capital and structuring both the
construction and the permanent project financing, national program office staff offered
guidance on project feasibility, delopment and planning; and the modeling of finagc
and operations assumptions.

Additionally, they worked closely with state Medicaid agency representatives to obtain
waivers from CMS and/or approvals for demonstration projects when these mechanisms
werethe most effective venues for obtaining Medicaid reimbursement for supportive
services in the proposed affolda assistediving facilities.

National program office staff also provided referrals and access to consultants or
development partners to fatdlte a prgect or augment a project team.
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Because of the highly variable nature of state and local conditions such as zoning,
reimbursement and public financing programs, each potential site was reviewed closely,
requiring substantial time in the field bgtional program office staff.

Following the preliminary evaluation of a site, feasibility and marketing studies were
undertaken by staff or consultants to determine the demand for chronic care services and
the financial viability of the proposeassistediving facility. The national program office
remained "hands on" at atages of project development.

Projects reached a formal implementation stage when memorandums of understanding
were signed by local project sponsors and NCB Capital Impace @ memorandum of
understanding was signed, the projects moved through the stagesief/pl@oment,
constrution and permanent financing.

In the RoanokéAmaranth and Scotland Neck projects, access to capital, especially pre
development capital, was theajor impediment to timely completion of these projects.
The availability of this capital through the RWillhdedrevolving loan fundallowed

project sponsors to undertake a timely assessment of project feasabitityf the study

was positive, proceed with funding numerous other "soft costs" associated with-the pre
development activities that lead to actual construction of the facility.

Technical Assistance

Key to the success of the development process and tagingdaffordable models of
assisted living was the identification of leteym permanent capital resources which are
usually a blend of federal, state aswinmercial financing programs.

In addition to identifying the best commercial financing for the ptofaeComing
Homestaff worked with sponsors to obtain public financing that allowed each affordable
assistediving facility to keep the rent portion of theamthly fees as low as possible.

These financing programs are usually sponsored by state &ukoal programs that
provide tax incentives and/or debt or equity financing at befasket or
"concessionary" terms. Concessionary terms ireclud

6 Below-market interest rates

o Grant and/or equity programs
6 Loan forgiveness programs

6 Longer amortization terms

o A more flexible financing package
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This allowed the sponsor to lower the effective operating cost of the facility. Because
these financing programs often have overlapping and sometimes conflicting criteria for
determining funding eligibility, sponsors ustt@ Coming Homestaff's assistance to:

o ldentify the mix of appropriate public programs to which they should apply for
financial resources.

o Complete the process of applying for funds.

o Work with underwriters to understand how affordable assisted livinthétprogram
and how it operates.

6 Negotiate thearms of the funding commitment.

Since sponsors were predominately service providers, not real estate developers, the
national program office staff provided, among other things, the real estatepaeak
expertise sponsors lack.

Since the development of each facility was often the first in a region and sometimes in a
state, the national program office staff devoted a significant amount of time to recruiting
and educating the sponsors, working with stateaaititds and obtaininghe necessary
financing.

While the actual construction and leasing of units in the affordable askigteofacility
to elderly tenants could take 12 to 18 months, the development periezb(steuction)
could easily extend to sekal years because of the time involved in undertaking the
initial feasibility study, obtaining the financing and completing all theeopre
development activities.

In fact, while access to capital was initially thought to be the key barrier to timely
developmentComing Homestaff learned that a good deal of the time required to create
projects was involved in resolving the challenges inherent in coordinating the myriad
independent decisions and processes associated with working with multiple parties on
both the housing developmeanid supportive services sides.

Coming Homestaff spent most of their time "shepherding” these processes in each of the
sites to make sure the sites stawtheir respective timetables.

In 1992, after completion of this plannistage, RWJF establish€bming Homevith a
six-year grant commitment of approximately $6.5 million. A portion of these funds, $4.3
million, provided the capitalization for the revolving loan fund for distribution to sites.
The balance supported the stadfj technical assistance and project development
activitiesof the national program office.
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Coming Homevorked with states to implement policy and program initiatives to expand
the availability of highquality, affordable assistdt/ing facilities, with afocus on
smaller and rural communities and kimcome seniors.

Phase 1: Technical A Ssi stance

From 1992 to 1998 (Phase ©pming Homerovided technical assistance and access to
capital through the revolving loan fund (more information below) for rural communities
to help them develop affordable assisted living and related comrrhasgd systems of
chronic care. No direct grants werade by RWJF to individual sites.

NCB Capital Impact focused on building relationships with states, sponsors and
developers who were interested in building affbtdassistediving facilities.

In most cases this required that @@ming Homestaff workedclosely with the state
agencies responsible for services for the elderly and housing. Different agencies in each
state oversee reimbursement of the supportive services component and the process of
obtaining access to permanent financing for the housingaeonent.Coming Homestaff
identified potential sponsors of the assidiethg housing in each of the g&s in which

they were working.

Phase 2: Technical Assistance

From 1999 through 2007 (Phase @pming Home'strategy shifted to helping states
createa supportive policy and program environment for the creation of affierdab
assisted living, including:

6 Financing, regulatory and Medicaid programs

6 Building partnerships among state agencies, housing developers and nonprofit
providers to formulate those ljpry and program solutions

6 Continuing to provide technical assistance to affordable addigiteg demonstration
projects

The program included three integrated components:

6 Grants to state governmetat encourage expansion or implementation of regulatory,
reimbursement and financing environments that would facilitate demonstrations of
affordable assisted living. States were expected to provide caskiadisupport.

6 The revolving loan funtbr feasibility assessment and fatevelopment capital to
nonprofit sponsors of affordable housing, to encourage providers to focus
development efforts on loamcome seniors.

o Technical assistande all phases of planning and implementation, including policy
analysis, financial analysis and facilitating communicationragrstakeholders.
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8 An example of technical assistance related to policy analysis was working with
Medicaid to adapt a state's home and commtbaged services waiver for
assisted living and helping to coordinate housing and service regulations.

& Financial aalysis covered areas such as working with nonprofit social health care
providers to access public and private funds for services and housing.

& The national program office facilitated communication among various
stakeholders, from providers to state agenmdsankers, and provided
information about emerging best practices in affordable assisted living.

In Phase 2, RWJF also made 10 direct grants to sites as well as maintaining the revolving
loan fund.Coming Homéd>hase Jrovides more information on these grants.

The Revolving Loan Fund

Through an $8nillion revolving loan fund managed Ioming Homestaff, RWJF
funds, together with NCB Capital Impact matching funds, were made available directly
through NCBDS intie form of grants and loans.

A revolving loan fund is a pool of funds initially capitalized by some outside party, in
this case by RWJF's grant. The funds are loaned to borrowers and generally repaid in a
fairly short period of time.

These funds can them lbent to another borrower. As a result, a fixed amount of funds is
recycled within a short period of time. This can result in a large number of projects being
undertaken.

The key to this leverage is the borrower's ability to attract |eteger permanent
financing that will "takeout" the shorteterm revolving loan funds and free them up to
be available for other borrowers.

Although originally intended for prdevelopment and permanent financing, @wening
Homeprogram ended up lending the funds prinyafidlr very earlystage expenses
associated with undertaking feasibility and other planning studies for these albgisted
facilities. If the facility was built, the funds then were counted as part of the total
construction cost of the assistiadng facility.

These earhstage expenses are typically referred to aslpxelopment capital. Pre
development capital is the most difficult capital to raise for a project because it is so high
risk. Feasibility or planning efforts may be suspended after detegnihat a project

may not meet operating or financing thresholds that have been established for feasibility.
If this happens, there is no source of funds to repay the loan or no asset than can be sold
to generate proceeds to repay the loan. Unlike armti®n or a permanent loan that is
secured by an asset, gtevelopment loans are not secured by any asset.
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Once permanent financing is obtained for the facility, thedereelopment capital is
repaid to the revolving loan fund, and those repaid furels\ailable to cover new pre
development costs for another project.

Any loans that are not repaahd there are a number of these loans when lending high
risk predevelopment capitaleduce the size of the revolving loan fund unless there is a
separate laaloss reserve that exists to cover such losses. In the c@sermfig Home,

the combination of interest earnings on idle loan funds early in the program, as well as
nominal interest charges on outstanding loans, more than offset any loan fund losses.

The revolving loan funds leveraged development of projects. Many of them would not
have reached the stages of approval for construction and permanent financing had they
not been able to access revolving loan funds to cover the costs of-thevptepment

work. In addition to access to pdevelopment capital, tfteéoming Homestaff also

accessed the revolving loan fund for other purposes, such as funds for site acquisition and
construction loans.

While these uses are not as common, they illustrate thefore@dource of funds that
can be drawn down for a wide range of purposes, to keep a project moving when more
traditional sources may not be available or may be delayed for administrative reasons.

Having this flexibility, and being able to respond to ui@pated delays or need for
bridge financing until more permanent financing is available, is another important
contribution of the revolving loan fund.

COMING HOME PHASE | (1992 TO 199 8)

Site Selection

Although the program funding was authorized in Novenil®®2, the national program
office did not begin to solicit proposals until March 1994 for a number of reasons.

o Initially there were differences of opinion between RWJF, NCB Capital Impact, and
the consultants who worked on the original planning granttaiath how the
program should be structured and the role of the national program office.

6 Also during this time, the individual who initially had been recruited to be the
program director had to decline the position for personal reasons.

6 The time it took ® recruit staff and for those staff to work with RWJF and NCB
Capital Impact to reach consensus on how the program would support the
development of the model assistadng facilities was longer than expected,
resulting in further delay.
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When theComing Fbomeprogram began in late 1992, NCB Capital Impact staff believed
that they would eventually work with up to six sites that would become models of
different types of local partnerships that could be replicated in other rural communities.

The criteria thatvould be used to select these sites had been developed through the
planning grant (ID# 019575).

Upon selection, it had been thought that each site would each receive approximately
$600,000 to $800,000 from the revolving loan fund that would go towardttdecost of
developing a facility, with these funds used for any number of purposes ranging from
pre-development expenses to "writing down" the costs of permanent financing.

Eligibility Criteria

In addition to setting up a direct funding mechanism, natiprogram office staff
identified three eligibility criteria for partnerships to develop affordable asdisted
facilities, with three different types of health care providers serving as the sponsor: (1)
community health centers; (2) acute care hatgitind (3) consortia of rural health,
housing and social service providers.

The eligibility criteria were named in the initial program materials that were disseminated
to potential sponsors:

6 A sponsor had to be communityased and demonstrate a relatiopgo the
community it served either through its form of governance or through its policy
setting apparatus.

o Project planning and development had to be facilitated through a comrbasiy
nonprofit organization whose directors represented the comnaemnitgd and were
key participants in the development and operating structuedigibility criteria
applied to any NCB Capital Impact customer.

o Project ownership had to be structured in such a way that any operating surpluses
generated by the proposed @aijwere put back into providing services to the
community or went towards creating greater affordability in each project.

In the call for proposals, priority was also given to sites that met the following criteria:

o Organizational capacity and leadershipThe sponsor, in combination with
members of the project team, had to possess the internal capacity and depth of
management to undertake, develop and manage the proposed project.

o Demographic profile and needThe sponsor had to demonstrate justificatiothef
demand for housing and loitgrm care services and a population base large enough
to support the development of services and facilities in the community, demographic
support for project location and size and evidence that operating revenue was
obtainalke within the existing market.
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o Cooperative venture.The sponsor/developer had to demonstrate a desire and ability
to work cooperatively with local health care providers, housing and economic
development organizations, and other community groups.

o State agemy support. The sponsor had to present evidence of support and
cooperation from the one or more state agencies responsible for facilitating the
creation of affordable housing and promoting the availability of appropriate services
for elderly persons in &sidential setting, knowledge of regulatory requirements and
financing/funding conditions, and ability to control compliance with them.

o Existing health care servicesThe sponsor had to be committed to integrating
primary care services into the service toamum provided at the site.

6 Financial viability. The sponsor had to show evidence not only of a history of
financial stability, and while it was not a requirement, it was additionally helpful if it
could demonstrate that it had access to internal eqgsturces.

6 Resource impact on the national program officeThere had to be a positive answer
to the question: Would the time and money necessary to be invested by the national
program office produce a proportional value added?

Program Evolution From Phase 1 to Phase 2

Some of the original assumptiahsoth about the structure Goming Homend about
the financing of the affordable assistedng project® changed as théoming Home
staff gained experience developing various facilities in several ruralamddsarned
certain lessons.

While Coming Homestaff continued to use the final seven criteria listed in the previous
section to evaluate whether NCB Capital Impact would become involved in the
development of a facility in Phase 2, the initial three ellitytcriteria did not turn out to
be practial requirements or conditions:

6 Although some of the facilities developed in Phase 2 did have a partnership with a
local health care provider, this partnership model was not a requirement.

o All projects were parbf a communitypased planning process, but some of the
developers were from outside the community.

o Although all developers turned out to be nonprofit organizations, that was no longer a
requirement.

o Generating operating surpluses was dropped as a requoirdPenning efforts
typically showed that these faciliti@sparticularly those that were entiysdomprised
of affordable unitd would, at the best, have only small surpluses.
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Challenges Identified

At the same time that some of the original assumptionst atraicture and financing

were being revised, tfeéoming Homestaff and the early project sponsors and developers
identified four challenges that could result in roadblocks to successful completion of a
Coming Homeproject:

1. The lack of flexible funds availble early in a project's conception made it
difficult to undertake the feasibility and market studies.Once the project had been
determined to be feasible, flexible funds were also required for the soft costs
associated with getting the project into deypehent: planning meetings, architectural
and engineering plans, site acquisition, zoning issues, legal agreements between
partners, etc. There was no source for these funds other than the internal resources of
a developer or sponsor, or those of anothétyaihat was willing to provide these
early-stage higkrisk funds with the knowledge that some projects would be
discontinued and the funds might not be paid back. This was where RWJF's revolving
loan fund proved to be invaluable.

2. Even with adequate predevelopment funds, an inexperienced developer or
sponsor would have a difficult time shepherding all the participants in a project
through the myriad decisions that had to be made from the prelevelopment
stage through construction.National program officstaff found that developers and
sponsors could lack experience with everything from zoning to public financing
programs; this could often be a significant barrier to completing a successful project.
Identifying developers with experience in other kindbaifising development
projects to come into a rural area and then charting the specific needs for technical
assistance of a new sponsor were key responsibilities for the staff in the national
program office.

3. Developers and sponsors lacked expertise in theesr of housing financing,
particularly state and local housing financing loan and grant programsThe
"affordability” of assistediving facilities rests in part on the developer's or sponsor's
ability to work with the state's housing agencies, and, in sa®es, bond authorities,
to educate these agencies on the nature of affordable adsisigdacilities and to
craft an approach for including these projects in the allocations of various public
financing programs. The belemarket, concessionary finang terms associated
with public financing can go a long way in reducing the monthly costs of the housing
component of these facilities.

4. Developers needed to work with state offices on aging to explore reimbursement
options for the supportiveservices compnent of assistediving facilities.
Tremendous variation existed among state Medicaid programs and many states had
not established a mechanism of reimbursing for care other than that provided in a
skilled nursing facility. In the absence of Medicaid cager for services provided by
assisted living, the national program office staff often partnered with the sponsor to
educate policymakers about the role of assistadng facilities in the continuum of
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care for the elderly. Then, they worked with poliogkers to determine the project's
eligibility for state waiver or demonstration programs that redirected Medicaid
reimbursement to new approaches to care. If a state reimbursed for some or all of the
assistediving services, it was critical that the deviedw or sponsor factor into their
planning and operations assumptions the specific requirements of the regulations
associated with that reimbursement process. It was not possible to target the very low
income senior without Medicaid support on the senvide.s

Changes to the Program for Phase 2

As a result of identifying these four key challenges to the development of adisistgd
facilities, the national program office staff made four changes to the structure of the
Coming Homeprogram for Phase 2:

1. The relationship between the revolving loan fund and permanent financing.
Originally, the revolving loan fund was to be the source ofdenelopment and
permanent financing capital, estimated at $600,000 to $800,000 per site, for a small
number of sitednstead of using the fund to make large permanent financing loans as
had been originally anticipated, the national program office used the revolving loan
fund to provide enough funds to a project to leverage the permanent financing it
needed.

This took theform of feasibility and prelevelopment loans and, in some cases,
flexible financing for other components of the project that might be required.

Coming Homestaff found that there were a fairly significant array of financing
programs for lonincome rentahousing, housing for the elderly, nursing homes and
other acute care facilities. Access to these sources of permanent facility financing was
a function of a number of variables, including development track record, the specific
type of housing that was lmgj constructed, and the level of competition from other
housing developers within a state or municipality.

One of the key challenges for developers who were trying to access public financing
for affordable assisteliving facilities was that there was nedicated financing

program on the state or federal level for such facilities ere tivere for other
developmen@® for example, state funding streams for {oweome multifamily

housing, federal funding streams for Section 202 elderly housing, or fedetghg®
insurance programs for nursing homes or hospitals.

As a result, th€oming Homerojects had to compete for public financing with other

more longstanding and familiar housing and health care facility projects. Already in
short supply, the financinggesources available from local, state and federal programs
were even more difficult to access when the applicant had little or no history with a
state funding agency.

With their experience in other more traditional {awome housing financing
programs, th Coming Homestaff were able to extend their technical assistance
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services beyond prgevelopment financing to permanent financing, working with
developers to structure the best financing package that could be obtained for a project,
often blending multife sources of both public and private financing.

The most typical of these packages included some combination of the following
sources of funds: sponsor equity; kaveome housing tax credits; HOME Investment
Partnership Program; foundation grants; Comityubevelopment Block Grants; and
tax-exempt bonds. Each is described below.

8 Sponsor equity.Increasingly, the national program office looked for sponsors
who were able to access their own internal funds for a portion of the permanent
financing of the facity. An ability to lower the amount of debt financing
translated into lower costs of operating the facility and greater affordability for
seniors.

& Low-income housing tax creditsThe most common source of equity financing
in low-income housing productios federal lowincome housing tax credits,
which are allocated by each state to housing projects. These credits are packaged
by the developer or sponsor and sold to corporations or financial intermediaries
who purchase them to receive a stream of tax lien&fie corporation pays the
sponsor/developer the present cash value of the stream ofyemultiax benefits;
those funds typically cover 50 percent or more of a project's cost.

Since its enactment in 1986 as part of section 42 of the Internal ReVedag

this tax credit has played an increasingly significant role in the development of all
types of rental housing in the United States. The federal program is managed at
the state level, with each state's allocation of housing tax credits based on its
population.

The tax credits have almost exclusively been used to finance-sethépendent
rental and multfamily rental housing for lowwncome residents, as well as some
singleroom occupancy housing for the homeless. Typically, they have not been
used fo specialneeds housing. In order to receive an allocation of tax credits, a
developer of an affordable assistedng facility needs to compete with other

types of housing projects that have had a longer history of allocations from state
agencies.

Many d the Coming Homealemonstration projects were allocated credits. There
was no other form of financing, save an outright grant, that could have as
significant an effect on decreasing the ongoing operating costs of a facility as the
raising of equity fundsirough the sale of tax credits.

8 HOME Investment Partnership Program. The HOME Program was
established under the National Affordable Housing Act of 1990 and provides
funding to eligible states, local governments, and eligible Community Housing
Development @anizations for the purpose of developing affordable housing for
persons of low and very low incomes. Many of these funds are designated for

RWJF Program Resuleporti Coming Hom®: Affordable Assisted Living 19



projects in the form of grants, forgivable loans ordioterest loans, all of which
lower the cost of permanengiot financing that must be undertaken for the
balance of the project.

& Foundation grants.Most large national foundations do not provide support for
capital projects. If they do make a capital grant, it is typically an exception to
guidelines for a speciglroject, such as a project located in the home city of the
founders. However, there are a number of regional and local foundations that may
entertain requests for a capital grant or progratated loans (loans made on
concessionary terms for a charitaplepose) for a project located in the
foundation's immediate region.

8 Community Development Block Grants (CDBG).The U.S. Department of
Housing and Urban Development (HUD) annually allocates funds for housing and
economic development activities to urban amél municipalities across the
country. These funds are used for a variety of housing and economic development
projects, and access to them by nonprofit angbfofit housing developers is
very competitive.

One way municipalities address the excess denar these funds is to set a

ceiling on the dollar amount of a CDBG grant per unit of housing and to require
that the developer or sponsor demonstrate commitments from other sources, both
public and private, to cover the balance of each unit's costs.

CDBG funds have been used in conjunction with both tax credits and HOME
funds to provide modest amounts of grant financing for affordable housing
projects. In rural areas, CDBG funds are often tied to new job creation, not to the
number of affordable units ey built. Hence, these funds have not been a
significant source of permanent financing for these facilities.

8 Tax-exempt bondsPrior to 1997, the federal government set a ceiling on the
amount of debt that could be issued by a nonprofit organizationgintbe
vehicle of taxexempt bonds. Acute care hospitals and rhdspital health
systems could easily reach this $150 million ceiling with one or several bond
issues for facility renovations.

Subsequent to 1997, the federal government did away witleilege and

nonprofit organizations that have the capacity to carry additional debt may issue
bonds for more than $150 million. For affordable assiliteadg facility

developers that are affiliated with a particular acute care facility or health system
with a strong debt rating, the lifting of the ceiling may allow those institutions to
look to their own internal debt capacity for financing.

The interest rate and amortization terms oregampt debt are very attractive
compared to taxable alternativesn@nof the terms will vary depending on
whether the debt carries the rating of the parenei@mpt organization or is
issued on an unrated basis based solely on project feasibility.
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2. Instead of focusing on working with a small number of model sites to whic
significant levels of funding would be provided, the national program office
decided to strengthen and expand its role as technicaksistance providerThe
Coming Homestaff began to work in as many states as was feasible to assist new
developers and @erienced developers to expand their capacity to build affordable
assistediving facilities. Focusing on its role as techniealsistance provider allowed
the national program office to evaluate and work with a range of different potential
developers.

While theComing Homestaff did work with developers that only undertake a single
project, it became clear early in t@eming Homgrogram that limiting development
efforts to those involving a single health care provider or a limited number of
partnershipgormed by local health care providers would not translate into any long
term capacity building in the area of development expertise, or the ability to replicate
these facilities on a regional basis.

Locally based health care providers were local in bogragmns and in their long

term strategy, and once a facility was built to service its local market, the health care
institution/developer typically did not have any incentive to expand into other
regions.

Additionally, since both the housing financing ahd health care supportive services
reimbursement issues were driven by state agencies, demonstrating a track record
gained through undertaking and successfully completing a number of projects turned
out to be an impant factor in working with state agees.

Coming Homestaff found that one of the keys to a successful project was to find a
sponsor that had development expertise and, if possible, internal equity capital that
could be used for some of the eastage financing of feasibility and/or pre
development costs not covered by the revolving loan fund.

These projects had complicated relationships with multiple parties associated with
everything from zoning, to conveyance of property, to provision of supportive
services, and they involved negotiatingh state, federal and local sources of public
financing.

Assuming the underlying fundamentals for a project were in place (sufficient market
demand for units, demographics, etc.), identifying a developer that had experience in
these areas was a key facin the success of managing a project to completion.

Additionally, if the sponsor had internal funds to cover some of the-stadye

planning costs of a project, that could move a project's timetable along much more
quickly. Finally, experience and askory of working with various local and state
housing agencies that determine allocations of public funds for the permanent
financing of these facilities was probably one of the most, if not the most, important
factors in obtaining permanent financing frgurblic sources.
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3. The program modified its goal of providing 100 percent affordable units in each
of the assistediving facilities that was built. The affordability of an assistdiing
facility was a function of two conditions: the amount of equity dwedtérms of the
permanent financing obtained for the facility; and the presence or absence of a state
reimbursement system for the supportive services that would be provided in the
assistediving facility.

In order to develop units that are affordablénttividuals whose income is at or

below 80 percent of the region's median income, it was necessary for the developer to
obtain all or a portion of the debt financing from public sources that could offer
belowmarket concessionary terms for their financing.

In addition to public programs that provided concessionary debt financing, the use of
low-income housing tax credits allowed the developer to obtain equity at little or no
cost and decrease the level of debt that needed to be carried to finance tiie facili
This translated into the developer's ability to offer rental units at a price that was
affordable.

If one or both of these conditions were absent, it was still possible to build assisted
living facilities, but only a portion of the units could be affable.

Coming Homestaff found that unless a developer could access both significant public
financing at concessionary terms, and the asslstied facility was built in a state

with a Medicaid system that was favorable to providing reimbursement fa& som

all of the supportive services, it could not have 100 percent affordable units.

More than likely, a developer would be faced with the necessity of building a facility
that combined both markeate and affordable units, which offered the developer the
ability to access some cressbsidization for the supportive services component of
the housing from the fees for the markate units.

Each situation had its own set of financing and reimbursement circumstances that
drove the percentage of "affordablaiits. In certain case€oming Homestaff found

that including marketate units was a requirement of the community because it would
not support a facility that targeted only one segment of the population and excluded
others based on income.

4. There was anincreasing demand by developers for the national program office's
technical assistance in working with state agencies on aging to educate palicy
makers about the affordable assistediving model of care.Affordable assisted
living projects that qualifieddr Medicaid reimbursement for the supportive services
component and Supplemental Security Income (SSI) payments for the housing
component were rare.

Only a few states provided Medicaid reimbursement for the supportive services
components of assistéigling facilities and SSI payments for the housing portion.
However, policymakers in a number of states had begun to explore the provision of
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