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Summary of Recommendations: 

We have been involved with Tennessee Housing Authorities for over 10 years and understand the need 
and to create affordable assisted living projects among the authorities.  Research was conducted to 
establish if the program is financially viable given the affordable nature of the project and the low 
reimbursement that currently exists in Tennessee.   We conclude that the project is financially feasible 
with a minimum of 35 assisted living units.   
 
The demographics are irrefutable.  We have included in the appendix a graph of nation-wide 
demographics.  We have also reviewed the demand and supply for this type of program within the two 
authorities and there are no options for public/subsidized residents that to enter a nursing home when 
no longer able to live independently.  We strongly believe that the timing is right.  The housing 
authorities have established strong relationships with the aging and LIHTC staff that will make the 
implementation much easier.  We have ascertained that the waivers are available (no waiting list) for 
both assisted living and adult day care operations.  We have also ascertained, particularly in the case of 
McMinnville, that the capital expenditures are reasonable given that the building already has safety and 
security issues in place.  We recommend reducing the debt service as much as possible.  In the case of 
McMinnville we recommend to start the program within the existing Spangler building by retrofitting 
the existing kitchen and community room and creating more 0-bedroom units within the building.  
Murfreesboro should convert some of the floors and apply for the 202 conversion grant (available to 
Murfreesboro) to cover the costs of conversion.  We have produced a basic financial project to 
determine the break-even point as far as the number of units that must be converted to assisted living.  
Once and if the authorities decide to move forward, a meeting with Mia to discuss contractual 
arrangements and scope of services can be arranged. 
 
Physical Plant Requirements: 
 
Based on the information received by McMinnville Housing Authority the following are the major 
conversion issues that will need to be undertaken at the Spangler building: 
 



 Convert the existing kitchen to a larger more adequate one to be able to produce the meals 
required by the license.  We did not get a cost but we assume based on experience it would be 
around $150,000 

 No additional public bathrooms will be required. 

 No programmable thermostats will be required.  Residents control the temperature.  
Temperatures in the common areas must adhere to the temperature control requirements 

 Non slip adhesives will be placed in the bathtubs/showers to make them non-slip. 
 
At this time we are not able to determine what is required to convert the one-two floors at 
Murfreesboro as we did not get a response to our enquiry. 
 
We will need to convert some of the 2 bedroom units into 0-bedroom to make room for the assisted 
living units.  One of these will need to be converted to a staff station/office. 
 
An architect needs to determine the actual cost of conversion and the capital investment to bring 
assisted living units in both authorities  
 
Capital Funding Available: 
 

 Low Income Housing Tax credits (LIHTC) 

 Tax exempt bonds with 4% LIHTC 

 HUD assisted living conversion program.  (eligible are 202 direct loan projects, 202 capital 
advance, 515, other projects receiving Section 8 vouchers, subsidized 221 (d) (3), 236, of the 
National Housing Act) 

 Home and Community Development Block Grants (CDBG) 

 Capital. Funds, CFFP, HOPE VI 

 FHA Programs:  Section 202,. 221 (d)(3), 231, 236, 811 

 Private, foundations, other –Love financing, Home Loans, CRB funding from banks, conventional 
loans 

 RAD Conversion – opens private funding opportunities. 
 
Operational Funding Available: 
 

 Medicaid waiver is through contract with one of the three HMO Managed Care Organization and 
the rate is $1,100/resident/month.  There is no waiting list.  It takes about 45 days to be 
approved. 

 Medicaid funding for adult day care is available (no waiting list) Funding is $2.48/15 minute unit 
or $9.92/hour.  We estimate a monthly amount of $1,190 for 10 adult day care clients a day or 
$23,800 per month at each facility. 

 Aid and Attendance for veterans or surviving spouses at about $1,400/month 

 We estimate that 70% of the residents will be very low income, in other words have only their 
SSI check ($721-$40 personal allowance=$681) others (25%) of your residents, particularly those 
living in the community will pay $1,200 for room and board. 
 

Financial Pro forma   
 



We developed a basic pro forma to determine break-even point and the amount of debt that can be 
sustained given the number of units.  In developing the pro forma we made the following assumptions: 
 
Medicaid waiver is $1100/month (HMO so they get this even if they are out) All the residents will get 
this until the aid and attendance comes in for about 5% of residents.   
Aid and attendance $1,730 about 5% of the residents 
Room and Board $681 (70% of residents) 
Room and Board $1,200 per month (25% of residents) 
Veterans/survivors ($1,400) about 5% 
Actual expenses given the size of the facility and licensing staffing requirements 
Rental subsidy for all units $196/month 
No taxes  
Adult day Care for 10 residents $10,000 
 
The pro forma estimates revenues and expenses starting with a project of 35 units to one of 100 units.  
EBITDA for the smallest size is $15,364 and bank factor of 1.5x greater (EBITDA needs to be 1.5x greater 
that the amount of debt to be able to pay the monthly debt service) is $10,243.  This amount will afford 
a capital investment of $1,590,000 (6% for 25 years) 
 
Conclusions: 
 

1. The authorities should review the feasibility study and make a final decision as to move forward 
or not. 

2. Start small and expand every month according to the needs of the residents.  We estimate that 
break-even is 30 – 35 residents. 

3. Retrofit the building and try to keep debt to a minimum by applying for a grant/tax credit  
4. Freeze vacant units and open these up to assisted living residents thus increasing census and 

revenues gradually without having to displace residents 
5. Apply for the assisted living and the adult day care licenses at the same time thus avoiding 

delays and costs 
6. Open the assisted living facilities to the eligible public housing residents within the community.  

40% of your assisted living residents will come from the community.  80% of the adult day care 
residents will come from outside public housing.   

 
 
 
 


