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WHO’S AFRAID
OF THE COST-
CONTROL WOLF?

By ROBERT A. ROSENBLATT

What worries Americans most when
they think about healthcare? They focus
on the fear of how much more they will
have to pay each year for their insurance

time the question was asked). This is true
for Republicans, Democrats and inde-
pendents alike.”

DEVILISH DETAILS
Notice that the public is not putting
high on its wish list the expansion of
health insurance to their 47 million fel-
low Americans who are uninsured, a task
that would likely cost $100 billion a year
in new government spending—or health-
care savings. .
The presidential candidates aren’t ad-
dressing the devilish details about how to
control health-cost inflation. But if any
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of them offered successful ways to suc-
ceed in wringing waste out of the sys-
tem, they might slow the rate of inflation,
This topic may be the painfully hard-to-
achieve sleeper issue in the entire health-
care debate.

Can the United States control health-
care costs without angering patients,
doctors and hospitals, not to mention the
people who make new equipment and
drugs? Can this country make doctors
and hospitals in
high-spending
cost areas such as
New York, Miami
and Los Angeles
behave like doc-

dence that makes reforms desirable. Yet
only the most daring candidate—and
none have been willing to take up the
mantle of reform—would be willing
even to talk seriously about reform.
Doing so might make patients nervous
and infuriate doctors and hospital ad-
ministrators.

Medicare is the biggest single health-
care buyer in the United States. The pro-
gram spent $401 billion in 2006 out of a

The candidates

how to control

total national healthcare bill of $2.1 tril-
lion—and it already has a system of con-
trol and regulation that sets fees for hos-
pitals and doctors.

Consider spending patterns at two top-
notch academic medical institutions,
University of California centers at Los
Angeles (UCLA) and San Francisco
(UCSF). The Dartmouth Atlas of
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NONPROFITS JOIN TO PRESERVE
AFFORDABLE SENIOR HOUSING

By BILL KELLY

“Waste Not, Want Not”: That hoary
exhortation, my grandfather’s favorite,
applies to affordable apartrnents for sen-
iors.

Most discussions about how the Unit-
ed States will provide quality housing for

- . : \RS\.N not @NNN its aging population miss a key point: In than  $10,000.
Hz m H UHV m ) . recent decades, the U.S. has made an Typically, an old-
L1% A Q&& ressing “enormous public investment in apart- er household pays

ments for older adults with limited in-
comes, and the challenge now is to keep

UNITS LOST
As of 1998, public funds were subsi-

- dizing more than 1.7 million low-income

apartments for elders. Of these, at least
800,000 were in more than 10,000 pri-
vately owned buildings serving primarily
seniors. These properties are owned by
nonprofit and for-profit operations and
range in size from a few apartments to
more than 1,100. Unhappily for public
understanding, they were built under

. these programs is

programs of the U.S. Department of
Housing and Urban Development
(HUD) named for obscure sections of
federal laws, such as section 8, section
202, section 236 and section 515.

One common element of these pro-
grams is that they provide deep rent sub-
sidies for-seniors whose average annual
incomes are less

30% of its income
on rent, and the
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that at some point
the owner—for-profit or nonprofit—has
a legal right to pay off the mortgage or
decide not to renew a subsidy contract
and then reuse the property for some oth-
er purpose, such as converting them to
market-rate properties for sale. In its
2002 report titled A Quiet Crisis in Amer-

¢ continued onpage 5 ¢




January-February 2008

"Acing Topay

NONPROFITS AIM TO PREVENT LOSS OF AFFORDABLE SENIOR HOMES
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ica, the federal Commission on Afford-
able Housing and Health Facility Needs
for Seniors in the 21st century noted that
the United States had lost 20,000 subsi-
dized senior apartments to the market
through 2001, and an another 324,000
were at risk of being lost. Several meas-
ures can avoid that disastrous result.

WINDOW OF OPPORTUNITY

An initiative called Window of Oppor-
tunity to preserve affordable housing, in-
cluding senior housing, is underway with
$150 million grant from the John D. and
Catherine T. MacArthur Foundation.
(See www.cfed.orglwindowofopportuni-
ty/defauilt. php.) Members of the organi-

zation I head, Stewards of Affordable ..

Housing for the Future (SAHF), are key
participants in this effort. AARP, SAHF
and MacArthur convened a group of na-
tional leaders on Sept. 18, 2007, to dis-
cuss preservation of senior housing.

MacArthur then brought together nearly
200 preservation leaders on Nov. 7 and -

8. The resulting movement soon will be
launching a campaign to educate policy-
makers and the public about the need for
and advantages of preservation.

Previously, in September 2005, SAHF
and Enterprise Community Partners con-
vened a one-day retreat among leaders in
the field to develop a common agenda
for reform of the section 202 program,
the flagship program for older people.
The Affordable Housing Finance Cabi-
net of the American Association of
Homes and Services for the Aging (AAH-
SA) subsequently mmoﬁoa m:a mmaoa to
this agenda. :

When the HUD failed to act on most
of the recommendations, AAHSA staff
drafted legislation aimed at reforming
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Residents of The Stearns apartments in Boston participate in many activities.
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the section 202 program, so that non-
profits can rehabilitate and modernize
properties constructed as long ago as
1959.

The resulting bill, HR 2930, was in-
troduced in 2007 by U.S. Rep. Barney
Frank, who chairs the House Financial
Services Committee. After hearings, the
bill passed the House of Representatives

on Dec. 5. Housing advocates expected a -

companion bill to be introduced in the
Senate in early 2008, and that hearings
will be held in the spring. To address a
series of other issues affecting both sen-

ior and family housing, Frank announced
he will also soon introduce a comprehen-
sive affordable housing Eomm?mnos bill
with broad applicability to senior mza
family housing,

STATE, LOCAL ACTION

Action at the state and local levels is
equally crucial. The National Housing
Trust reported in the summer of 2007
that 46 state housing finance agencies
now provide some priority for preserving
affordable housing when they allocate
low-incomie housing tax credits. Because
of this, says the report, the apartments
preserved annually more than tripled
from 20,000 in 2000 to 63,000 in 2006.

No separate data are available on senior
apartments, but the experience of SAHF

members confirms that many of them
serve primarily older people. More poli-
cy advocacy can help to enable owners
and buyers committed to long-term
preservation to have access to federal,
state and local funding.

Furthermore, owners committed to
preservation must enhance their capacity
to acquire, renovate and operate this
housing, This goal will require nonprofit
preservation-buyers to step up to greater
scale and responsibility. Meanwhile,
property sellers and public officials must
come to understand that the prevailing
image of housing nonprofits as inherent-
ly local and small is outmoded.

Large-scale nonprofit successes pre-
serving the affordability of senior hous-
ing have included the acquisition by Re-
tirement Housing Foundation of a
portfolio in the Boston area. Another ex-
ample is the purchase by National

"Church Residences (NRC) from a for-

profit ownership group of six senior
housing properties in the Detroit area
and a related company that manages 19
properties. To forestall further deteriora-
tion of properties for elders run by fad-
ing nonprofits in Atlanta, Asheville,
N.C., Cleveland and Sandusky, Ohio,
NCR raised equity from low-income

housing tax credit investors to carry out .

extensive rehabilitation.

NEW BUSINESS APPROACH

Ambitious undertakings such as these
require a new level of business infra-
structure to analyze opportunities, raise
capital, manage risk and operate effi-
ciently. To that end, groups of nonprofits
have formed capital-raising entities, cap-
tive insurance companies and buying
consortia.

To develop other tools for high-capac-

ity nonprofits, SAHF is collaborating with
the Strength Matters Initiative of Neigh-
borWorks America and the Housing Part-
nership Network, with grant support
from the MacArthur Foundation. Work-
ing groups are applying performance
benchmarks and setting consistent stan-
dards for financial reporting.

‘One complication is that because
lenders require it, each affordable hous-
ing property is owned by a separate legal
entity, and loans and equity investments
are for that property alone. These entities
are controlled by a central nonprofit cor-
poration called “the enterprise,” where
the real business plans and decisions are
made. To free strong nonprofits from

their dependence exclusively on funds
raised for single properties, other teams

are exploring new sources of debt and
equity at the enterprise level.

A final Strength Matters working
group is gathering recommendations for

federal, state and local policymakers.
Nonprofit owners cannot be forceful
preservation players if regulators do not
recognize their need to be sustainable
and growing enterprises. Remarkably,

_regulations still discourage nonprofits

from developing a capital base by bar-
ring them from the distributions of cash
flow and sale proceeds. Even though for-
profit developers may legally buy second
homes and yachts, nonprofits may not
use financial surpluses to build or buy af-
fordable housing.

RESEARCH AND CREDIBILITY

The affordable housing field also must
undertake the research that will provide
better guidance and more credibility.
Anecdotal evidence shows that frail eld-
ers can lead fuller lives at lower cost in
supportive subsidized apartments than in
nursing homes, but there is a lack of com-
prehensive, evidence-based data on
which to make this case.

We at SAHF believe that existing sen-
ior housing is closer to public transporta-
tion, shopping and medical services, thus
providing a higher quality of life for resi-
dents, and is irtherently greener than new-
ly constructed housing. But documenta-

" tion is needed to support this belief, New

data will make our case more persuasive.

Overall, though, in the face of rising
needs, SAHF and its allies are confident
that it is in the interest of the United
States and its low-income elders to pre-
serve the investment in affordable rental
housing. Providing a stitch in time will
be easier, cheaper, faster and greener
than letting this valuable resource go—
only to have to replace it later. %

-Bill Kelly is president of Stewards of
Affordable Housing for the Future and a
2007 Fellow of Purpose Prize program
created by Civic Ventures to recognize
social entrepreneurs age 60 or older.

EFFORT SAVES BOSTON APARTMENTS

When in the late 1990s the owners of
State Street Development decided to sell
a 21-property, 3,000-apartment portfolio
of affordable housing around Boston,
the properties could have been converted
to condominiums or repositioned as
high-rent housing. One property was an
adaptive reuse of the landmark R. H.
Stearns department store overlooking
Boston Common; another was the for-
mer headquarters of the Boston Herald
Traveler newspaper. Most m,w?aa low-
income seniors.

LONG-TERM PRESERVATION

Land costs and a real estate boom had
made new construction of affordable
apartments uneconomical. Also, most of
these apartments received federal section
8 rental assistance, enabling low-income
elders to pay o:E 30% of their incomes
in rent.

Retirement Housing Foundation
(RHF), a nonprofit with nearly 150 prop-
erties nationwide, had the mission and
the national scale to be a long-term
preservation owner. RHF's partner, Scho-
chet Associates, had the development
skills to rehabilitate the properties and
manage them. The parties agreed to a
purchase formula designed to remain fair
through the years it would take to arrange
financing and to address environmental
and regulatory issues.

MassHousing, the Massachusetts

housing finance agency, made tax-ex-
empt bond cap and low-income housing
tax credits available to RHF over several
years, With these tools, National Afford-
able Housing Trust, a nonprofit financial
intermediary, raised the capital that en-
abled RHF to acquire and rehabilitate
five State Street properties. RHF bought

.:5 mamsm on Boston Oosb._os

another five solely with debt financing
from 501(c)(3) nonprofit bonds and
loans. The total cost for these first 10
properties was $217 million.

For the community, these newly reno-
vated properties will grace their neigh-
borhoods and be available to serve the
next generation of seniors. % :
—Bill Kelly
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