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VI. FINANCING 
 
 
This chapter focuses on issues regarding financing of assisted living.  In the first 

part of the chapter, we present a brief synopsis of the discussion of financing programs 
that appeared in the 1992 Policy Synthesis.  In the following sections we present 
information on new public, public/private, and private initiatives reviewed in the 
literature.  

 
 

A. PUBLIC FINANCING PROGRAMS AND ISSUES DISCUSSED IN 
THE 1992 POLICY SYNTHESIS  
 
As the 1992 Policy Synthesis indicated, public payment programs played a 

limited role in financing the development of assisted living for the frail elderly, but over 
the past several decades a variety of programs to support housing with services have 
been developed. Three major trends have occurred with regard to financing.  First, over 
time, public resources were shifted from producing new housing units to increasing 
support for rental assistance in existing housing.  In the late 1960s, a congressional 
committee saw the country's primary housing problem as the lack of adequate housing 
for low-income families. The commission proposed a major housing construction and 
rehabilitation program to consist of six million units for low-income families.  A Reagan 
commission in the 1980s found that the quality of housing had steadily improved due to 
earlier investments in new housing.  The commission considered the new problem to be 
the lack of affordability of housing that was readily available and recommended cuts to 
the numbers of new units funded.  Because housing assistance is provided through 
multi-year contracts, the impact of these cuts is just being felt in the early 1990’s (U.S. 
Code Congressional and Administrative News, 1991).  

 
A second major trend in the housing industry, as evidenced by new programs 

authorized by the National Affordable Housing Act of 1990 and the earlier Congregate 
Housing Services programs, involves efforts to combine the financing of development 
and construction with the financing of services. These programs have largely been in 
the domain of the Department of Housing and Urban Development (HUD).  HUD has 
considered human services to be in the domain of other agencies and has traditionally 
avoided responsibility for even small supportive services programs (Tilson, 1990; U.S. 
Code Congressional and Administrative News, 1991).  

 
The third trend, demonstrated by the new HOME initiatives, is for Congress to 

encourage partnerships between the federal government and states.1  These 
partnerships would develop such that the federal government will set broader policy 
direction and will rely on states to develop solutions tailored to their local needs.  

 

                                            
1 The HOME program provides funding for new construction, rehabilitation acquisition, and rental assistance. 
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In the next section, public financing programs used for assisted living are briefly 
introduced.2 

 
1. Federal Programs that Can Promote the Construction of New Units by 

Providing Incentives For Other Investors to Fund Units 
 
Federal incentives designed to generate investments in low-income housing by 

other investors are federal mortgage insurance, tax-exempt bonds, and, more recently, 
low income tax credits. These incentives are available to both the for-profit and non-
profit sectors.  

 
2. Federal Programs that Can Promote Assisted Living by Paying Rental 

Subsidies Directly to Low-Income Households  
 
In addition to providing project-based housing assistance, the federal 

government provides rental subsidies directly to households.  These subsidies are in 
the form of rental certificates which are limited to the difference between 30 percent of 
the tenants income and fair market rent as set by HUD, and, more recently, rental 
vouchers which, unlike rental certificates, allow tenants to pay any excess between 30 
percent of income and fair market rents out-of-pocket.  Housing vouchers are intended 
to provide tenants with more flexibility in their choice of housing arrangements.  

 
3. Traditional Sources of Federal/State Funding that Can Be Used to Provide 

Services In Housing for the Elderly  
 
Traditional sources which have been used to finance services in elderly housing 

include Medicare, Medicaid, Social Services Block Grants, the Older Americans Act, 
and the Supplemental Security Income Program. Medicare and Medicaid, in particular, 
largely have been limited to funding medical models of care in institutional settings.  

 
4. Options for Financing Additional Home and Community-Based Services in 

Assisted Living Settings Under Medicaid Waivers and New Optional 
Service s Provisions  
 
Some long-term care experts have voiced concerns that the availability of 

Medicaid to pay for nursing home care and the limited public funds for community-
based care creates a "bias" toward institutionalization. Partly in response to those 
concerns, Congress amended the Social Security Act (which governs state options 
under Medicaid) to expand states' ability to pay for home and community care. The 
federal government has authorized a selective expansion of Medicaid services to the 
frail elderly in the community under Medicaid Home and Community Based Service 
Waivers (HCBS).  

 

                                            
2 It should be noted that this discussion does not include any changes that may be made in final Congressional 
budget legislation, as debates are ongoing at the time of this writing. 
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5. Federal Programs Designed to Integrate Financing for Housing and 
Services  
 
A major criticism of policies for funding assisted living is that, historically, 

disparate funding sources for housing and services have created a fragmented delivery 
system that does not optimally address the needs of the frail elderly. Recently, more 
coordinated programs (albeit limited in scope) have been developed to begin to address 
these concerns.  One of the earlier programs was the congregate housing services 
program; more recently, the National Affordable Housing Act of 1990 has generated 
combined housing/services initiatives as well.  

 
6. Additional Ways In Which States Finance Assisted Living  

 
States rely on a variety of sources to finance assisted living that include:  state 

general revenue appropriations, state-levied fees or trust funds, and state general 
obligation bonds.  

 
The 1993 State of the Senior Housing Industry Report (Gamzon, 1993), a survey 

of 27 individuals reputed to be leaders in the proprietary and nonprofit sectors of the 
retirement housing industry indicates that industry panelists thought that “principal 
public expenditures and regulatory actions...will be initiated primarily on the state and 
local government levels” (Gamzon, 1993, p. 31). These panelists maintain that the state 
and local emphasis will be on demonstration projects rather than sweeping funding 
initiatives. 

 
  

B. NEW PUBLIC INITIATIVES  
 

1. Medicaid Waiver Programs  
 
As one result of the Omnibus Budget Reconciliation Act (OBRA) of 1981, 

Congress established a waiver program through Section 1915(c) of the Social Security 
Act to offer states alternatives to traditional long-term care services.  In the past several 
years, a number of additional waivers have been offered through various provisions, like 
the Older Americans Act and OBRA 1987 and 1991. The more recent waivers went 
beyond funding case management, homemaker services, adult day care, and personal 
services, to offer funding for program design as a means of developing cost-effective 
alternatives for delivering long-term care services.  

 
As of May, 1995, 14 states had federal waivers permitting Medicaid funding of 

services in assisted living. At this writing (February, 1996), bills restructuring Medicaid 
and passed by both the House and Senate eliminate the need for states to obtain 
federal permission (through a waiver) to use Medicaid money in assisted living.  
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2. FHA Mortgage Insurance  
 
Several other noteworthy public initiatives have been discussed in the recent 

literature. Effective December 1994, HUD regulations are amended by Section 511 of 
the Housing and Community Development Act of 1992 to authorize mortgage insurance 
for assisted living facilities and to expand existing regulations to include refinancing of 
conventional assisted living facilities and to insure additions to these facilities (Federal 
Register, 11/29/94).  A definition of assisted living facilities also was published with the 
announcement (see definitions in Exhibit 2.1).  Occupancy by more than one person 
without the express consent of all is prohibited and funding must be sufficient to ensure 
that the facility contains dwelling units and facilities for the provision of supportive 
services.  

 
In the area of financing the construction of new facilities, the 1992 Housing Act 

extended Section 232 of the Federal Housing Administration’s (FHA) mortgage 
insurance program to include assisted living facilities.  As the AARP policy brief has 
observed, “the availability of mortgage insurance for assisted living should make reliable 
financing easier to obtain, thereby reducing financing costs. The resulting savings can 
enable developers to make assisted living more available to persons with lower 
incomes” (Clemmer, AARP Policy Brief, 1995, p. 11).  

 
Before the change to Section 232 was made, the HUD program was available 

only to skilled nursing, intermediate care, and board and care facilities.  In addition, the 
new rules provides for improvements to the loan application process.  Loans 
underwritten pursuant to Section 223(f) are now eligible for a streamlined application 
process.  An article written in Provider (February 1995) explains that the FHA guarantee 
backing the Section 232 program will ensure that facilities participating in the program 
will be rated as some of the most creditworthy.  The article explains that “projects may 
be funded with either conventional or publicly sold debt at the most advantageous rates, 
and not-for-profit owners may be able to access tax-exempt funding.”  Assuming that 
certain shortages are covered by FHA, ratings as high as “AAA” could be achieved by 
participating facilities. Industry observers have concluded that the extensions to Section 
232 in addition to its central components (a 35-year amortization schedule for 
acquisition and refinancing of existing facilities and up to 40 years for substantial 
rehabilitation of existing facilities) make the program an excellent financing option for 
assisted living developers (Olson, 1995).  

 
Assisted Living Today (Winter, 1995), reports that in addition to the AAA rating 

possibilities, the new program includes:  
 

• Refinance/purchase loan-to-value ratios of up to 85 percent for for-profit owners 
and up to 90 percent for not-for-profit owners  

 
• Debt service coverage ratios as low as 117 percent for for-profit borrowers and 

111 percent for not-for-profit borrowers  
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• The ability to fund additions and improvements as part of a purchase or refinance 
without a full scale renovation of the facility as was formerly required.  
 
In order to facilitate the use of the new Section 232 mortgage insurance program, 

it has been reported that HUD held interactive distance learning sessions with its field 
offices in August 1995. HUD officials reportedly wanted to convey to state 
representatives that the new source of funding could be used to advance funds during 
project construction.  It was also reported in recent literature that HUD plans to hold 
additional training through “distance learning” regarding assisted living in the next year.  

 
HUD has also recommended the use of “empowerment zones” in the 

development of assisted living facilities.  These zones, of which there are over 100 
designated around the country, are slotted to receive as much as $100 million plus tax 
incentives for businesses to locate within their boundaries.  ALFAA included an article in 
one of its more recent publications that suggested the use of empowerment zones by 
assisted living developers.  

 
3. Other Publicly-Funded Programs  

 
Financing for construction and mortgage costs is also available through tax-

exempt bonds, and depending on the model, HUD’s 202 and Congregate Housing 
Services Programs (Mollica et al., p. 55).  HUD’s 202 program is partially funding 
service coordinators to act as case managers, i.e., to link residents with needed 
services from the community.  In addition, the 202 program is used as a funding source 
for service coordinators to act as case managers, linking residents with needed services 
from the community.  

 
4. Recent State Policy Changes Regarding Assisted Living Financing  

 
Mollica et al. report the most recent state policy changes in the NASHP study.  A 

summary table of the findings of that report can be found in Exhibit 6.1  These state 
summaries reflect a growing interest in Medicaid waiver programs as a way to finance 
assisted living for low-income residents. Only a few states (Connecticut, Hawaii, and 
Wyoming) have mentioned development and construction loan incentives in recent 
legislation, according to Mollica et al.  

 
Other sources have also commented on specific state policy changes regarding 

assisted living financing in Ohio, Texas, and Massachusetts.  
 
The state of Ohio has established a set-aside fund that has been collecting a 

daily one dollar surcharge on private pay nursing home residents, and that reportedly 
will be used to subsidize assisted living residency for low income frail elderly without 
informal caregiver support if Senate Bill 192 passes (Kemper, 1994).  

 
Texas has obtained a Medicaid waiver for 22,000 slots that will be used to place 

eligible frail elderly in assisted living facilities (Bowe, 1993).  
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EXHIBIT 6.1: Recent State Financing Policy Changes 

State Financing Policy 
Alabama  Other than SSI, no public financing is available for assisted living.  
Alaska  When the recently passed regulations are implemented, rates will be 

adjusted to reflect the level of care and regional variations across the 
state.  

Arizona  Rates have been negotiated with each project within guidelines specified 
in the Medicaid waiver. Program administrators used rates set for adult 
foster care, nursing facilities, the Oregon assisted living program and the 
Arizona HCBS program as guidelines.  Three classes of rates are 
negotiated based on the level of care.  The SSI payment is $446 per 
month of which $391.10 is paid to the residence to cover room and board 
charges and $66/90 is retained by the resident.  

Connecticut  The Health and Education Facilities Authority provides loans for the 
development o f assisted living facilities.  No specific program exists to 
subsidize services for low-income residents of assisted living.  

Florida  $2.3 million was approved in 1994 for 220 Medicaid HCBS waiver slots as 
a pilot program. The SSI benefit is $586 per month.  The program 
reimburses the facility $750 per month for services for a total payment of 
$1336 (a personal allowance is subtracted from this sum). To be eligible 
for the pilot program, recipients must be a SSI recipient, have income 
under 300% of the federal SSI benefit or, for elderly and disabled 
applicants, have incomes under 90% of the federal poverty level.  

Hawaii  State loans and bonds would be made available at favorable interest rates 
to stimulate development of assisted living.  An HCBS waiver program is 
currently being considered.  

Iowa  A Medicaid waiver is being considered.  
Maryland  Eligible low-income residents may be subsidized through state general 

funds, based on a sliding scale.  The state subsidy is capped at $550 per 
month in non-waiver facilities. Participants pay the difference between the 
state subsidy and the monthly fee.  The monthly fee is capped at $1200 for 
residents eligible for the GSAH Medicaid waiver. These residents pay 20% 
of the monthly fee for room and board.  

Massachusetts  Loans are provided by the Massachusetts Housing Finance Agency and 
the Massachusetts Industrial Finance Agency for the construction of 
assisted living projects. A supplement to the federal SSI payment would 
set the rate at $920 per month for single individuals in assisted living.  

Minnesota  Under the HCBS waiver, rates for assisted living services are capped at 
the state share of the average nursing home payment and the total costs 
cannot exceed 100% of the average cost for the resident’s case mix 
classification.  

New Jersey  New financing options for low-income residents are being considered.  
New York  Subsidies are available for Medicaid recipients.  The service 

reimbursement is set at 50% of the resident’s Resource Utilization Group 
(RUG) which would have been paid in a nursing home.  

North Carolina  A task force re port has recommended that the Division of Medical 
Assistance investigate the use of funds to reimburse for personal care and 
that the allowance either be increased or that personal care supplies be 
included in the standard rate.  
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EXHIBIT 6.1: (continued) 
State Financing Policy 

North Dakota  The state has four sources of financing: an HCBS waiver for the aged, 
blind, and disabled, an HCBS waiver for people with traumatic brain 
injuries, and two state-funded programs-a service payment for elderly and 
disabled and the exceptional service payment for the elderly and disabled.  
The programs pay providers a rate based on the resident’s car e needs. 
The maximum payment is $50 per day.  

Ohio  An HCBS waiver is being sought.  A state SSI supplement of $700 per 
month will be paid to cover room and board costs.  

Texas  The Medicaid waiver provides $29.39 per day for services for individuals in 
assisted living facilities. The SSI payment is $11.98 per day.  

Utah  The state intends to amend its HCBS waiver to include assisted living.  
Virginia  A service rate of $180 per month to cover personal care services is 

anticipated.  Nursing care would not be included.  
Washington  The reimbursement rate for Medicaid recipients who meet the nursing 

home level of care criteria is $47.37 per day, including an SSI payment of 
$20.31 per day and a Medicaid payment of $27.06.  

Wisconsin  State reimbursement is limited to 85% of the average statewide Medicaid 
nursing home rate.  

Wyoming  A task force report has recommended that the state offer loans to finance 
the development, remodeling, and construction of assisted living facilities.  
No subsidies exist for low-income residents.  

  
The Massachusetts Department of Public Welfare has applied for approval to 

supplement federal SSI payments to eligible individuals living in assisted living facilities 
(Rajecki, 1993).  Assisted Living Today (Winter, 1994) reports that the Massachusetts 
Housing Finance Agency’s ElderCHOICE program is able to issue both tax-exempt and 
taxable bonds for assisted living facility construction. The Group Adult Foster Care 
Program funds services for assisted living residents and Massachusetts can use this 
funding to “offset the cost of services for low income elders when underwriting a loan” 
(Assisted Living Today, Winter, 1994, p. 26).  

 
 

C. PRIVATE/PUBLIC INITIATIVES  
 
The recent literature refers to a few private/public initiatives in assisted living that 

are targeted to providing assisted living to low income frail elderly.  One article proposes 
specific private/public collaboration ideas that can minimize costs and also provides 
several examples of facilities that have been developed through collaborative ventures.  
A second article provides two examples of private/public collaboration.  

 
One observer argues that the future of assisted living’s ability to provide housing 

for seniors with low or moderate income levels is dependent on the industry’s 
innovation.  He recommends using “donated lands and funds and minimize use and 
cost of debt” and details five strategies for non-profit and for-profit developers (Frymier, 
1993):  

 
1. Create a 501(c)(3) joint venture organization to qualify for real estate tax 

exemption and other benefits;  
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2. Raise community donations, combine these funds with donated land to qualify for 

community development block grants, and other grants;  
 

3. Leverage private donations, land, and grant funds to qualify for tax-exempt 
financing;  

 
4. Negotiate low-cost developer and architect fees; and  

 
5. Design facilities frugally, have smaller units and conservative common areas.  

 
Several examples of public/private collaboration exist.  One example is a 

municipality that has used tax-exempt bonds to construct a low-income assisted living 
facility; the county housing authority operates the facility.  Another facility built by a for-
profit developer uses community-based services to keep operating costs lower. A 
501(c) (3) used church donated land and community fund-raising to obtain a state grant; 
the assets were leveraged to generate tax-exempt bond revenue. Qualified residents in 
this latter facility are funded by state personnel and congregate care reimbursement and 
special demonstration project funds (Frymier, 1993).  

 
Woodside Place and Rosewood Estate are two examples of public/private 

collaborations in assisted living. Woodside Place in Oakmont, Pennsylvania, has 
leveraged grants and contributions from public foundations to obtain funding from tax-
exempt bonds in a collaboration between the Presbyterian Association on Aging and 
Western Pennsylvania Hospital. The sliding-fee arrangement provides for higher-
income residents to subsidize lower-income residents (Hamilton, 1992). Rosewood 
Estate in Roseville, Minnesota, has used HUD 221 funding (that no longer is available) 
and provision of home health services through a partnership “among residents, family, 
friends, and staff” keeping the costs of formal services minimal.  An on-site home health 
agency bills services in 15-minute increments at $5 per increment, keeping costs of 
services low.  Residents only pay for services used (Hamilton, 1992).  

 
 

D. PRIVATE INITIATIVES  
 
1. The Assisted Living Industry Is Seen As An Increasingly Attractive 

Investment Opportunity  
 
While assisted living has historically had some difficulty attracting private 

investment, many industry leaders now believe that this trend is changing.  One article 
reported that over the next five years, billions of dollars will be required to satisfy the 
assisted living industry’s capital demands (Pallarito, 1995).  

 
As AAHSA argues, financing options will increase as the lending community 

becomes more educated and comfortable in financing assisted living facilities (Currents, 
May 1995). The anticipation of greater investment community involvement in the 
development of assisted living projects appears to be borne out in the recent literature.  
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According to a survey of more than 250 capital lenders across the country, lenders are 
becoming increasingly interested in the financial needs of long-term care facility 
developers. The survey, conducted by Cambridge Realty Capital Ltd. of Chicago, found 
that lenders have already allocated larger amount of funds toward the health care sector 
in 1995. Specific areas of interest for those health care funds include the long-term care 
and senior housing sectors.  As a result of their findings, the survey researchers 
anticipate increased capital for senior housing over the next 24 months.  With regard to 
specific financing preferences, the survey results (published in the ALFAA Advisor, June 
1995) found that:  
 

• Fixed or floating rate mortgages were cited most.  This is the favored approach of 
commercial banks, HUD, Wall Street, insurance companies, pension funds and 
credit companies.  

 
• The sales/leaseback format is the favorite approach of REITs and private 

investors.  This method allows for ownership of real estate without operating 
responsibility, taking on an equity-oriented structure.  

 
• Construction loan/mini-perm loans work well for commercial banks and, to a 

lesser extent, for REITs and for HUD, which offers the most popular format.  
 
Industry leaders have been coordinating their efforts recently so that they might 

better attract members of the investment community to finance the development of 
assisted living facilities.  One tool that has been developed is a model financial 
feasibility study, produced by AAHSA.  The guidelines produced through a joint project 
with Ernst and Young and KPMG Peat Marwick represents the first attempt to establish 
generally accepted guidelines for preparing a comprehensive financial and market 
feasibility study for an assisted living facility.  The standards cover all of the major 
components of development, including the project description, proposed financing, and 
analysis of market demand.  

 
2. Criteria Used By Investors To Evaluate Assisted Living Facilities  

 
Listed briefly, the three major qualifications for investor interest in an assisted 

living facility are “experience, education, and equity,” according to Assisted Living Today 
(Winter, 1994, p. 24). Members of the long-term care investment community interviewed 
for that article support those three criteria and they provide clarification on all points.  

 
Experience in this case means the experience of the operator, the credit of the 

operator, the development team qualifications as a whole, and market acceptance as 
demonstrated by a reasonable historic market penetration rate in the assisted living 
industry.  

 
Education involves a successful marketing strategy for both the investors and the 

potential market. The marketability of the proposed project, its service program and 
concept, the architectural design and site characteristics, the quality and maintenance 
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of the facility, demographic information, and the ability of the facility to compete in the 
marketplace are all issues which the facility owner/operator must “sell” to the investors.  
As a representative of the Massachusetts Housing Authority has said: “developers and 
operators must be able to articulate their objective or mission, identify an appropriate 
and sufficient target market, demonstrate the ability to implement an appropriate 
program of services, and design a building which supports the desires and needs of its 
frail residents while minimizing construction and operating costs (Assisted Living Today, 
Winter, 1994, p. 27).  

 
Finally, with respect to Equity, it is reported that investors like to see debt service 

coverage of at least 1.15.  In addition, at least one of the interviewed investment 
sources requires lease-up reserves, as well as letters of credit for the construction and 
operating periods.  

 
3. Barriers to Private Financing  

 
One representative of a financing company has argued that the most significant 

barrier for the financing of assisted living is the absence of CON laws in many states.  
Without CON, assisted living facilities face much greater competition than nursing 
homes, which may be perceived by investors as a better risk (Assisted Living Today, 
Winter, 1994, p. 27). In addition, other investment experts have suggested that the 
assisted living industry needs to educate the investment community better about the 
growth potential of the industry and of the demographic trends that indicate a steady 
population for assisted living facilities. Moreover, the industry is viewed as 
management-intense and subject to intense regulation in the near future, two things that 
serve to further alienate investors. Finally, some lenders are wary of the seniors housing 
industry in general, due to a large number of loan defaults in the 1980’s by poorly 
qualified developers (Assisted Living Today, Winter, 1994, p. 27).  

 
4. Private Financing Innovations  

 
Joint ventures in the development of assisted living have become more common 

recently. One article reviewed the relationship between Karrington Communities (a well-
established assisted living developer) and the Sisters of Charity Health Care System, 
Inc.  The collaboration and the unique governance structure of the joint venture are 
used as examples of the opportunities available for cooperative schemes in the assisted 
living industry. As one partner was quoted as saying, “these types of collaborative 
ventures should be more prevalent in the assisted living industry” (Assisted Living 
Today, Spring, 1995, pp. 13-14).  

 
5. Public Offering  

 
An additional strategy being used by some assisted living companies is the 

option of going public.  Several articles actively followed the initial public offering (IPO) 
and subsequent public offerings of Assisted Living Concepts, Inc. and the Standish 
Care Company and there has been much speculation as to whether other assisted 
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living companies will follow suit.  At ALFAA’s Spring 1995 conference, public offerings 
were the topic of one of the panel sessions.  Capital investment opportunities were cited 
as the largest benefits of public offerings.  SEC oversight of financial records and 
activities was cited as the most significant disadvantage, along with the great risk 
involved in a public offering.  

 
6. The Future of Private Financing:  Which Types of Investors Will Be 

Interested in Assisted Living in the Future?  
 
Most respondents to the Assisted Living Today financing survey agreed that 

selected real estate investment trusts (REITs), commercial finance companies, 
community banks and savings and loans will provide most of the capital for assisted 
living facilities in the next five years.  As the industry expands and secures its market 
niche, commercial banks and insurance companies are expected to join the 
aforementioned in the financing of new assisted living projects (Assisted Living Today, 
Winter, 1994, p. 28).  REITs are expected to be most involved in financing loans for 
construction and permanent financing to some of the larger multi-home assisted living 
companies. Community and regional banks, on the other hand, will play a larger role in 
financing stand-alone facilities. The larger banks will be involved in construction/mini-
perm projects and will seek takeout financing opportunities (Assisted Living Today, 
Winter, 1994, p. 29).  

 
 

E. EMERGING ISSUES AND CONCERNS REGARDING FINANCING  
 
Some industry experts expressed concern in recent literature that for-profit 

assisted living facilities serving largely private pay residents are not paying close 
enough attention to their financial health. In particular, these articles focused on debt 
burdens of senior housing facilities. Recently published benchmarks for assisted living 
facilities appear in the AAHSA publication, “Financial Ratios and Trend Analysis of 
CCAC’s,” AAHSA’s “Operational Practices in Assisted Living,” and ASHA’s “State of 
Senior Housing 1994” report.  

 
Proposed changes to HUD housing programs also attracted the attention of 

Mollica et al. The authors argue that initial reports regarding the forthcoming legislation 
suggests that states will be offered greater flexibility in financing the housing portion of 
assisted living.  However, the benefits of this flexibility may be tempered, Mollica et al. 
suggest, if funding levels are not commensurate with the current demand for assisted 
living housing (Mollica et al., v.).  
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Finally, the impact on the development of assisted living for lower income 
residents of changes to Medicaid is unpredictable at this point.  Some predict that 
reduced federal matching funds combined with fewer federal prescriptions regarding 
payments to nursing facilities (i.e., possible elimination of the Boren Amendment) will 
encourage states to shift Medicaid money to the assisted living sector.  Others see the 
potential for states restricting scarce Medicaid dollars to the sickest of those dependent 
on state funds, who are more likely to be in nursing homes. 
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