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Under One Roof: Research, Insight, 
and Connections
Over 2,500 leaders from the seniors housing and care industry came together at the Marriott 
Marquis in downtown Washington, DC, for the 2016 NIC Fall Conference, September 14–16 . This 
year’s conference programming provided critical insight into the trends affecting the near-term and 
long-term future of seniors housing and care—from policy changes driving health care payment and 
delivery, to planning and preparing for the Baby Boomers, who will start reaching age 80 one decade 
from now .

“There are monumental changes coming at the industry from every conceivable direction,” said  
Bob Kramer, NIC’s CEO . “The discussions we had at the conference will be critical for anyone who 
builds, owns, operates, or invests in seniors housing and care and wants to continue doing so in  
the future .”

Program highlights included:

• A keynote address from former HHS Secretary and Utah Governor Mike Leavitt on the
transformation of the U .S . health care payment and delivery model,
a development that will produce challenges and opportunities for
both private-pay and government-reimbursed providers .

• Predictions from veteran political observers David Brooks and
E .J . Dionne on the general election and what the policy impacts
will be in areas such as entitlement programs, tax policy, and
healthcare .

• NIC Talks, a series of 12-minute talks designed to spark
conversation about the future of aging . American sports icon,
humanitarian, and Presidential Medal of Freedom recipient
Billie Jean King joined industry leaders and outside disruptors
as they shared their visions of the future of aging .

• A Candid Conversation with Operator CEOs on issues affecting
their business practices, including workforce development and
competitive positioning in the marketplace . New development,
the increasing availability of capital, the need and opportunity for
innovation and demonstrated quality, and the changing customer
are hot topics in the seniors housing and care industry .

This publication provides detailed coverage of many sessions at the 2016 NIC Fall Conference .  
Be sure to subscribe to NIC’s blog for additional conference coverage . 

For more information, or to view videos from the conference, including the NIC Talks, visit 
NIC’s website .

http://blog.nic.org/
http://www.nic.org/connections/nic-fall-conference/2016-nic-fall-conference-rewind/
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Listening for the Weak Signals

“The transition to this value-based payment is the most 
significant change that’s occurred in U.S. healthcare  
history since the widespread adoption of health insurance, 
and you cannot afford not to be paying attention to it.”

— THE HONORABLE MIKE LEAVITT, LEAVITT PARTNERS

Leavitt Challenges Seniors Housing & Post-Acute 
Providers at the Opening General Session

“If you are in the business of responding to the needs of 
an aging generation, there are very clear signals that we all 
ought to be recognizing…and they very much involve the 
world of health .”

The transition from the fee-for-service system to value-based 
payments was the focus of the Opening General Session 
Thursday morning at the conference . It’s a change that 
everyone who cares for the older population, seniors housing 
included, needs to pay attention to, said keynote speaker 
Governor Mike Leavitt, former three-term governor of Utah 
and founder and chairman of Leavitt Partners .

Military Intelligence and Value Payments

During his time as HHS Secretary under President George 
W . Bush, “very serious men in black cars” gave him his first 
lesson in the role of military intelligence . Analysts examine 
information from a variety of sources and try to make sense 
of it in order to anticipate potential harm or opportunity . But 
miss those “weak signals,” he explained, and you might not 
recognize in time that there will be an attack on Pearl Harbor, 
for example, or that digital photography will make Kodak’s 
film obsolete .

“Understanding and making sense of weak signals is  
crucial,” Leavitt said . And there are many weak signals  
today indicating not only that the transition to value  
payments is happening, but indicating why the change will 
occur and how long the transition will take . This is not  
“campaign rhetoric change,” he said, but one that is being 
driven by the government, which is under significant global 
economic pressure to control costs .

Timing and the “Cinderella Effect”

We are still early in the transition to value payments, Leavitt 
told conference attendees . The number of accountable care 
organizations (ACOs) in the U .S . is on the rise, as is the 
number of hospitals that, like ACOs, are going “at-risk” by 
taking financial responsibility for the care of the populations 
they treat . 

Currently there are 28 million Americans under some sort of 
ACO contract, and this number is expected to grow over the 
next four years . Leavitt predicts that as many as 177 million 
people will be covered under an ACO by 2020 . This will mean 
a tremendous change for seniors housing and care, as ACOs 
and other providers who go at-risk will be closely observing 
where their care population lives . “A very large percentage  
of the 177 million,” Leavitt said, “will likely be the population 
that lives in the facilities you own, manage, or finance .” The 
entities who carry the financial responsibility will have a  
substantial interest in how their customers live their lives .

Timing the change is key . Leavitt reminded attendees of  
Cinderella and her need to leave the ball at 12:00 . She 
could have left at 11:30, but she kept dancing until the 
stroke of midnight, when there was a collision at the door 
that left some stuck behind . Timing and estimating how 
quickly the transition to value payments will occur is vital, 
Leavitt explained, especially if you receive payment from the  
government .

The General Contractor of Health

Leavitt predicts that in the future, healthcare will resemble a 
traditional contract, with a general contractor responsible for 
the care of a population and a sub-contractor indemnifying 
the general contractor for the exposure . The rest will be in 
a fee-for-service (FFS) role, and pricing will be important as 
competition increases and prices drop . Only the “prime” FFS 
providers—the ones that offer services that are unique or 
extremely high quality—will be able to demand top pricing; 
the rest will end up as a commodity subject to competing  
for lower prices .
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Post-acute care is one area in which ACOs are looking to 
drive down costs . According to a Leavitt Partners study, over 
31% of ACOs have implemented strategies designed to  
improve the cost and quality of post-acute care, while another 
42% have partially implemented such strategies . In 2014, 
one ACO saved $19 million from post-acute care alone .

Traditional seniors housing will not escape the value payment 
transition, Leavitt said, as the new payment system requires 
a level of care coordination that complements well with the 
social model and age-in-place lifestyle solutions seniors 
housing offers . As ACOs and other at-risk providers take on 
financial responsibility, they are starting to contract with the 
senior living providers in order to provide services that help 
them care for customers efficiently and effectively . The most 
progressive seniors housing providers will look to create  
innovative care coordination models, just as ACOs and others 
will search for the properties that provide better results .

Finding Your Footing

The transition to value-based payments is happening . 
What’s still unclear is who the bearer of the financial  
responsibility—the “general contractor” in Leavitt’s  
example—will be .

Leavitt walked attendees through an exercise in evaluating 
the major health players—hospitals, physicians, insurers, 
and other strategic aggregators—to pick the at-risk entity 
based on seven criteria:

• The capacity to change patient behavior .

• A sense of brand .

• Capital (because they will bear financial responsibility) .

Listening for the Weak Signals (continued)

• The capacity to aggregate lives into a population that 
they will manage .

• The ability to manage risk .

• A clinical footprint that allows for efficient caregiving .

• The collaborative IQ to coordinate care .

Because a single entity is unlikely to fulfill each of the  
seven criteria, Leavitt said, there will be conversations  
about mergers and joint ventures between the physicians, 
hospitals, insurers, and other potential strategic aggregators . 
“Where are you in that conversation,” he asked attendees, 
“and what assets do you have that you can bring to the 
discussion?”

For now, he advised that this industry look to the clinical 
footprint . “You have a place where people live or spend a 
considerable about of time…and [they] need to interact  
with healthcare .” Seniors housing and post-acute care  
providers alike will need to consider their options to  
position themselves correctly . “You have serious equity  
in this discussion .”

The weak signals are there, Leavitt said . “Don’t let yourself 
be lulled into inaction…listen for the weak signals and  
begin to lean in .”

“We live in a very significant, changing world…And you 
have three choices on how you can respond. You can  
fight it and die…You can go along and have a chance.  
And you can lead it and prosper.”

— THE HONORABLE MIKE LEAVITT
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A Window into the CEO Mind

“We’ve never seen this business as an arms race,  
where being the biggest is important to us. We  

just want to be the best.”

— PATRICIA WILL, BELMONT VILLAGE

Operator CEOs’ Thoughts on Services, Competition, 
and Labor

“You have a phone, I have a number, and we have some of 
the best CEOs in the business .”

With those words, moderator Allen Lynch, attorney with  
Nixon Peabody LLP, kicked off a session that allowed  
conference attendees to interact with leaders of three top 
seniors housing operators: Dan Madsen of One Eighty/Leisure 
Care, Patricia Will of Belmont Village Senior Living, and 
Shamim Wu of Silverado . Attendees shared their questions 
by text during the session .

It was a rare opportunity to get a glimpse of the inner  
workings of some of the industry’s largest operators and 
hear how they’re approaching matters such as competition,  
a shrinking workforce, and innovation .

Competitive Positioning

Sending a group of residents to China for 30 days is not 
without its challenges . Having an in-house travel agency is 
one method One Eighty/Leisure Care has implemented to 
set itself apart . It’s part of the company’s focus on hospitality . 
“We try to benchmark ourselves outside of the industry as 
much as looking at our competitive analytics inside the  
industry,” said Madsen . The primary challenge is keeping 
staff excited about initiatives such as the travel program so 
they continue to market them .

But staying competitive also means being disciplined  
about growth . Belmont Village Senior Living follows strict 
parameters that were set from the beginning: the company 
grows only through ground-up development, not by acquisition, 
and builds only in major markets that are site constrained . 
“If you have those parameters,” said Will, “you get a very 
focused strategy .”

Silverado differentiates through its three service lines:  
memory care, hospice services, and at-home services .  
The lines are different but complementary to one another, 
providing residents with the care in the environment they 
want: by accessing the services and returning home, by  
moving into memory care when the needs are too great to 
fulfill at home, and by finding comfort in their final days . 

Building and Preserving Culture

How do you preserve culture, asked Lynch, while growing at 
the same time? For all three leaders, it’s about living and 
breathing it every day .

Silverado’s operating philosophy, “Love is greater than fear,” 
is somewhat nontraditional for the business world but  
promotes transparency across the company . It’s a culture 
that outside partners are required to adopt, too—from  
architects to technology providers . “People self-select out,” 
said Wu, explaining that it’s not a good fit for everyone .

Reinforcing that culture means living it, said Madsen, by 
demonstrating it in everything you do . Will agreed, saying, 
“You don’t do that sitting in an office .” Preserving the  
company culture and mission takes priority even over revenue 
building, added Madsen . “That’s how you defend it: you live 
it, you talk about it, you do it . The profits come when you’re 
focused on doing everything right .”

The Labor Force and Recruitment

“As an industry,” Will told attendees, “we have about a million 
jobs to form over the next 10 years .” To help overcome the 
shortage of qualified labor, Belmont Village Senior Living has 
full-time recruiters in-house and is partnering with a charitable 
organization, the Jewish Vocational Service, to train and 
groom new staff . It’s especially difficult to staff in the markets 
in which the company operates, because cost-of-living is 
high, and staff often work two jobs . “You have to work very 
hard to be their primary job,” Will said .

Being active in the community is critical, said Madsen . One 
Eighty/Leisure Care is “trying to be loud,” he said by making 
itself and the industry visible at job fairs and universities . 
Understanding the next generation of workers also is critical, 
explained Wu . Millennials are more interested in finding 
purpose; the data does not speak as loudly .
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Serving the Baby Boomers and Staying Innovative

There’s a lot of talk about how the Baby Boomers will 
change seniors housing, but for Will, a Boomer herself, the 
overall seniors housing experience probably will not look too 
different . The Boomers are already familiar with the product, 
she told attendees . “And we were the children of Woodstock . 
We like congregate-everything, and we don’t like to be by 
ourselves .” What is being put into buildings today—from 
gyms to technology—will be much the same, Will predicted .

Programming, on the other hand, will change, both Will and 
Madsen said, to meet the demands of the vibrant, active 
Boomers . The other challenge, added Madsen, will be 
finding products that speak to the 85% of age-appropriate 
seniors who are not interested in seniors housing at all .

As for innovation, “inspiration can’t all be inward,” said  
Will . She sees value in repurposing ideas for use within  
the industry, such as harnessing networking technologies 
for seniors . 

Silverado also has launched an innovative program designed 
to improve cognitive ability . Wu said that through its Nexus 
program, 5,000 individuals with cognitive impairment 
learned to walk on their own again, and 6,000 regained  
the ability to feed themselves .

A Window into the CEO Mind (continued)

“As we get involved with universities, the message just 
can’t be around the data and what the demographic  
trajectory is. We have to be able to touch people’s  
hearts through the storytelling industry that we are.”

— SHAMIM WU, SILVERADO

Business Strategies and Trends

One attendee question focused on expense management: 
what works, and what doesn’t? Madsen said that One 
Eighty/Leisure Care prefers to focus on NOI enhancement 
first, not expenses, and eliminate expense controls that 
don’t add value . He mentioned that they look for “one pipe” 
solutions for technology—signing national contracts that 
reduce overall costs . Another expense-heavy arena is in 
utilities; they try to earn rebates and have a solar program 
in California aimed at decreasing energy expenses .

One approach Silverado has employed to manage expenses 
runs contrary to many in the industry, said Wu: increasing 
staffing levels and engagement . While low staffing can affect 
service delivery, she told attendees, being fully staffed has 
allowed Silverado to save substantially by self-insuring and 
through reduced workers comp and professional liability 
claims . The company averages between 1 .05 and 1 .1  
full-time employees per resident .

Demand is evenly spread across all service types, said Will, 
as the discussion turned to occupancy . She has seen a 
slight skew toward memory care, as well as an increase in 
memory care programming in assisted living, but generally 
the mix between Belmont Village Senior Living’s service 
types is good .

If anything, demand by service type is market-dependent . 
Silverado has seen demand for private units increase in 
certain markets, said Wu . In general, what people are really 
demanding is quality, said Madsen . “It’s a competitive  
market, and standards have risen .”
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In the Friday NIC Talks session, John Cochrane, president 
and CEO of Cornerstone Affiliates, drew comparisons between 
seniors housing and the circus: 10% of customers buy, and 
90% stay home . There needs to be a third option, said  
Cochrane, so people do not buy into seniors housing just 
when they need it . “They’re looking for something they can’t 
define, and they’re looking to us to define it .” The community 
of the future, Cochrane said, will move from isolation to deep 
personal and community connection, from retirement to 
reengagement, and from reactionary healthcare to proactive 
lifestyle management .

The concept of the bucket list is flawed, said Timothy Smick, 
because everyone’s bucket eventually runs dry . The president 
and CEO of Harbor Retirement Associates, LLC, told attendees 
that Baby Boomers are looking for purpose, but they’re  
“going to enter retirement with no more strategic intentionality 
than when they entered their previous careers .” They will 
look for ways to live purposefully and “for something bigger 
than themselves .”

Technology is not useful without an understanding of the 
consumer, said Joseph F . Coughlin, Ph .D ., director of MIT’s 
AgeLab . “It’s the convergence of the two that brings real 
innovation .” Boomers are “Generation Expectation”: they  
will expect technology that helps them live longer and better . 
Being innovative, however, does not mean simply integrating 
technology that helps you do your job better . “Technology 
profoundly changes what you do, who you are, and what  
you deliver .” 

At the end of the session, Bob Kramer urged attendees to 
think about aging, retirement, and the new customer the 
industry seeks to serve . “Commit to have a conversation 
about an idea you have heard here,” he said . “What are  
you going to do?”

NIC Talks: Aging in 2026

A Glimpse into the Next Decade

The future of aging was addressed at NIC 
Talks—a series of 12-minute talks by 

industry leaders and outside experts 
who answered the question: What 
could happen in the next 10 years to 
revolutionize the aging experience of 
Baby Boomers who begin turning 80  

in 2026?

“You will be challenged about your notions of 
 retirement and longevity,” said NIC CEO Bob Kramer, 
introducing three speakers at the Thursday session . (Another 
session of NIC Talks was held on Friday .) “The discussion has 
huge implications for the seniors housing and care industry .” 

Looking ahead, noted gerontologist and author Ken Dychtwald, 
Ph .D ., foresees an increased emphasis on health and wellness 
unlike anything seen today, though the latest medical  
breakthroughs will be reserved for the well-off, resulting in 
“longevity inequality .” Also, the idea that a long life will be  
an extension of youth will be replaced by the concept that 
older people can give back . “Boomers want their lives to 
have meaning,” said Dychtwald, founder and CEO of Age 
Wave, a thought leader on the issue of aging . 

Dr . Tom X . Lee posed the possibility of a life span of 150 or 
even 1,000 years . “What if we can reverse aging altogether?” 
asked Lee, CEO & founder of One Medical Group . He presented 
data showing that scientific advances could accelerate  
longevity exponentially . “There are people alive today who 
could live to 200,” he said . “How do you factor that into  
your business?”

Tennis phenomenon Billie Jean King took the stage for a 
one-on-one conversation with NIC’s Kramer, discussing  
stereotypes of aging and women . King recalled her successful 
match against Bobby Riggs, an event known as the “Battle 
of the Sexes” that became a symbol of the equal rights 
movement of the 1970s . King now serves as “Well-Being 
Coach” for Atria Senior Living, and observed that older 
people often feel invisible . Her goal is to highlight their new 
opportunities and challenges . “It’s about relationships, 
learning, and being a problem solver,” she said .  
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Building a Home for Carol Burnett

“Now we have a second-generation consumer coming 
through who might just think of assisted living as the old 
folks’ home because it’s where they put their mother. This 
is our first generation that knows us and says, ‘You know 

what? That’s not what I wanted.’”

— KELLY COOK ANDRESS, SAGE SENIOR LIVING

The Demographic Changes Influencing the Industry

What programs and communities under development today 
will serve current residents and simultaneously impress the 
next generation? It was a question posed by Kelly Cook  
Andress, president of Sage Senior Living, and Beth Mace, 
chief economist for NIC, during their session titled,  
“Population Shifts: What Changing Demographics Mean  
for Markets and Products .” 

Seniors housing and care properties currently serve the  
Silent Generation, born 1928–1945, which was the only 
generation smaller than the previous, and one that is  
“sandwiched between behemoths”: the complacent  
Greatest Generation and the more demanding Baby Boomers . 
Understanding what these “Lucky Few” need is essential 
for the industry not only to serve them, but to sell to adult 
children and the Boomers, who will transition from decision 
makers to consumers themselves in the next few decades .

Aging in America by the Numbers

• Birth rates versus caregivers. “You hear the phrase  
‘demographics are destiny,’” said Mace . “I’d modify that 
a little bit to say births are destiny .” The low birth rates 
of the Silent Generation are attributed to the economic 
declines of the Great Depression . The Baby Boomers 
who followed from 1946 to 1964 were born in astounding 
numbers, with rates falling again in Generation X .

 Today, Mace explained, with Boomers in the workforce, 
there are plenty of workers to care for residents . But as 
a result of lower birth rates, and as greater numbers of 
people transition from givers of care to receivers of care, 
“the Baby Boomers are going to have fewer to take care 
of them .” The ratio of caregivers (age 45–64) to those 
over age 80 will drop from 7:1 today to 4:1 in 2030 .

• Increasing longevity. The probability of reaching age  
65 has increased to 87% for men born in 2000 and  
92% for women born in 2000 . There will be an estimated 
3 .2 million Centenarians worldwide by 2050; an event 
that was once lauded on TV for its rarity, said Mace, 
will become somewhat commonplace . And this, she 
explained, will lead to dual factors: people will be living 
longer, and there will be more of them . The complication 

is that older people are often frailer with more diseases 
and co-morbidities to treat . “We need to think about how 
we’re going to care for this burgeoning group of people .”

• A shrinking workforce. While the older population is  
growing, the number of those age 18 and younger is  
decreasing . In 1930, 37% of the population was under  
18 and 5% was 65+ . By 2030, the 65+-year-olds will 
make up 20% of the population, and only 22% will be 
under 18 . “This will have a broad economic impact,” said 
Mace, both in production and labor productivity . Current 
predictions from the Atlanta Fed call for a slowing of labor 
force growth, from 1 .5%–2% from the 1970s to today, 
to an estimated 0 .5% . This, in turn, has the potential to 
slow economic growth considerably .

• The Old Age Support Ratio. Decreasing birth rates  
worldwide have led to a drop in the ratio of workers to 
retirees . In Japan, the outlook is particularly alarming, 
with the ratio falling from 9 .98 in 1950 to 2 .57 workers 
per older person in 2010 . This ratio is predicted to drop 
to 1 .27:1 by 2050 . Similar declines are being seen in 
the U .K ., Germany, and the U .S . Of the group, the U .S . 
has the best outlook, with the 2050 ratio predicted to be 
2 .53:1 . But this is down from 4 .59 in 2010 .  

• Retirement funding. According to a 2014 Federal 
Reserve study, 31% of non-retirees report having no 
retirement savings or pension . One quarter of those are 
older than age 45 . Among lower-income people (with an 
annual household income of less than $40,000), 55% 
plan to keep working for as long as they can or not retire . 
“This changes the whole discussion, with that share of 
people not having any retirement plans at all,” said Mace . 
“Most of us have some dream at the end of the rainbow, 
of eventually being able to retire .”
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“Would James Bond Move into Your Community?”

Sean Connery is of the Lucky Few generation . As are Jane 
Goodall, Jane Fonda, Warren Buffet, and Neil Armstrong . The 
key is providing them with a community that gives them a 
sense of purpose—and attracts their adult children, the next 
generation of consumers .

Andress outlined a few things to keep in mind:

• Market the lifestyle, not the care. “You can’t compete 
on care in supportive senior living because nobody  
markets ‘We have bad care,’” Andress said . “The care 
has to be there .” By concentrating on the payor source, 
there’s a risk of forgetting that their goal is to build 
healthy places to live .

 Sage Senior Living markets its communities as cruise 
ships with hospitals . “If you wake up in the morning and 
you feel like you want the cruise ship services, go for the 
cruise ship services,” Andress said . “But when and if you 
don’t feel well, we are right there for you with a supportive 
living environment .”

• Focus on the “Four Fs.” Communities should be flexible 
(with the ability to adapt the space as needs change), 
fashionable (for current residents and Baby Boomers), 
and functional (durable and transformable) . In addi-
tion, she said, programs need to be fiscally connected 
to Medicare, accountable care organizations (ACOs), 
bundled payments, and other programs across the care 
continuum .

• Give residents a purposeful life. The Silent Generation,  
and certainly the Baby Boomers after them, need a level 
of satisfaction in their lives that the Greatest Generation 
did not, Andress indicated . She cited Oprah’s “Find Your 
Passion” message and the Ikigai concept of “a reason 
for being” as models Sage Senior Living has adopted to 
focus not on a resident’s care, which is a must-have, but 
on the resident’s priorities of good food, wellness, enrich-
ment, and a community they can be proud of .

Most importantly, Andress said, the term “assisted living” 
most likely will be tossed out along with the label “senior .” 
What the Silent Generation and Baby Boomers will be 
searching for are supportive living environments that give 
them a reason to “get up in the morning .” 

Only 19% of private companies offer defined benefit plans 
(traditional pension plans) . Federal, state, and local government 
pension plans are still prevalent at 87%, but many are  
significantly underfunded .

From the Dust Bowl to Space in Twenty-Five Years

“I have a love affair with the Silent Generation,” said  
Andress . 

When she first entered the industry, Andress told attendees, 
she was serving the “Lucille Balls” of the Greatest Generation—
people who lived where and did as they were told . “The  
industry needs to unlearn what the Greatest Generation 
taught us,” she said . 

Today’s customer is another redhead, Andress told attendees: 
Carol Burnett, the single mother who has an irreverent  
personality, gives Tarzan yells, and makes political jokes . 
These are people, she said, that saw the Dust Bowl as  
children and rockets launched just decades later . “And  
we’re impressed today that in 10 years I no longer use a  
flip phone?”

While the “Lucky Few” are often overlooked between the  
tremendous generations that preceded and followed them, 
this cohort had the same economic and educational  
opportunities as the Greatest Generation . They received  
generous veteran benefits but served during peacetime . In 
addition, Andress explained, they married young; the average 
age at marriage declined to nearly 20 years old . Once their 
children were older, the women of the Silent Generation 
entered the workforce in large numbers, which provided  
additional income that could be saved for retirement . In 
their prime earning years, Andress said, they saved 33% 
of their income for retirement, which paved a path to the 
concept of early retirement .

 “I think you’re going to see a greater emphasis on  
people retiring later and on having a second career  
after you retire, while the narrative will change  
regarding the social good of working longer and  
being a productive part of society.”

— BETH MACE, NIC

Building a Home for Carol Burnett (continued)

“Technology and advancement are not isolated 
to today. The Silent Generation wants to keep 
learning. They have not had static existences.”

— KELLY COOK ANDRESS
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Session moderator Kevin McMeen, president, Real Estate, 
MidCap Financial Services, LLC, agreed that capital is 
available . The key now is having better information about the 
industry that helps investors make better decisions . 

On Identifying Investable Operators

A key aspect of choosing an operator is evaluating the people 
who run the property . “The performance of your asset,” said 
McMeen, “can entirely hinge upon that director in your facility .” 
He asked the three panelists what they look for when choosing 
an operator and that operator’s methods for procuring and 
training staff .

“Selecting the operator is, for us, probably the most important 
aspect of our underwriting, and it has to do with the team 
that is going to execute,” said Kerr . Yet there is a shortage of 
good operators, Widmier added . “The industry needs to start 
fostering and encouraging new operating companies and new 
operators .” Investors have significant assets to invest but 
lack operator partnerships . She explained that some of her 
clients decide to start their own operating company .

An aging workforce is also a growing problem . While the  
industry focuses on the coming Baby Boomers, said Levy, 
“we forget that the staff is getting older too .” Increasingly, 
Levy said, he visits buildings run by older Millennials who  
are doing business with adult children who are the same  
age as their parents, placing residents the same age as  
their grandparents, and managing staff older than they are .  
Diversity of the workforce also increasingly plays a part . 
Work by groups such as NIC to reach out to academia and 
encourage students to work in seniors housing and care is 
essential, Levy said .

A Maturing Industry, and a More Sophisticated Investor

“There is a resiliency [in seniors  
housing performance] that’s compelling.”

— MERCEDES KERR, WELLTOWER INC.

The heavy focus on the rapidly growing population of older 
Americans has led many investors to explore opportunities 
in seniors housing . But where are they investing, and what 
criteria do they employ when choosing investments? Four 
industry veterans discussed current trends and future  
predictions in the session, “Who Has the Money  .  .  . and  
at What Cost? The Changing Capital Markets .”

On the Changing Investor Profile

Over the past 18 years, “the investor base has broadened 
out quite a bit,” said Noah Levy, managing director, PGIM 
Real Estate . The initial investors in seniors housing consisted 
primarily of larger pension plans . The sector’s performance 
track record and increasing knowledge have sparked interest 
from new investors . “Everything about it has grown in terms 
of interest,” Levy said .

Mercedes Kerr, executive vice president, Business Development, 
Welltower Inc ., agreed . “There is a resiliency [in seniors 
housing performance] that’s compelling,” she said . REITs 
led the charge in aggregating the industry and creating 
“critical mass,” she told attendees, although the landscape 
has changed significantly over time . Today, there are more 
healthcare-centric REITs investing in different asset classes, 
and more institutional investors are purchasing shares of 
the REITs . The change has led to seniors housing and care 
becoming a recognized asset class . “It’s still operationally 
intensive, a more volatile asset class than others in real 
estate,” Kerr said, “but it’s certainly more institutionally 
recognized .”

On the Cost of Capital

The end of 2015 saw a “pullback” on the ease of deals 
being completed, said Lisa Widmier, executive vice president, 
National Senior Housing Investment Sales Practice, CBRE . 
She indicated that the slowdown could be due to deal fatigue 
or potentially fear of REIT pricing . Regardless, the pullback 
has not affected pricing; it’s harder to get it, but they are, 
she explained .

An influx of capital from sovereign wealth helps . “We’re sitting 
on a tidal wave of capital that is on the verge of coming into 
the sector,” said Widmier .
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On Investing in New Operators

While they agreed that a shortage of new operators exists, 
McMeen asked the panelists if they would invest in them . 
The general consensus was: it depends .

Kerr indicated that Welltower looks for companies with 
strong growth plans with more than two buildings . For PGIM, 
Levy said having a corporate office to collect data and an  
operational building is essential . Widmier, of CBRE, indicated 
that a startup would most likely benefit from private equity 
and incubator capital with an appetite for risk .

A Maturing Industry, and a More Sophisticated Investor  
(continued)

“You can talk about all the supply statistics you want,  
but the biggest constraint we have is operating  
bandwidth. You can only grow so far so fast if you  
don’t have people to run the buildings.”

— NOAH LEVY, PGIM REAL ESTATE

On the Investment Structure

Terms change from deal to deal, Levy told attendees, but  
ultimately an alignment of interest between PGIM and  
operators is preferred . Operators should “have skin in the 
game,” he said . Typically operators have part ownership, 
from as low as 5% to 20% or more, depending on the contract . 
On occasion, PGIM wholly owns the operator, who receives 
an incentivized management contract . Such contracts and 
incentive fees, said Kerr, most likely will be more similar  
to those in the hotel industry, an evolution that could  
move quickly .

 
Session presentations synched with the audio recordings are available to 
conference attendees to download from the Conference Online Community . 
To download the recordings, click on “Conference Schedule”and the session 
titles .

 
Audio Recordings Synchronized with Powepoint Presentations 

https://nicfall2016.pathable.com/
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Playing Offense: Three Strategies to Lift Revenue

As competition intensifies, a proactive approach to boost 
NOI can unlock unrealized property value . But how?

Three seniors housing veterans detailed their pragmatic—
and successful—strategies to drive NOI growth at the NIC 
session, “Thinking Offensively: A Game Plan for Enhancing 
the Value of Your Operation and Real Estate .” The panel was 
moderated by Scott Estes, executive vice president and chief 
financial officer at Welltower Inc ., a large health care REIT . 

What follows is a brief recap of each strategy .

Dynamic Pricing

While many industries have adopted dynamic pricing—defined 
as pricing based on day-to-day supply and demand—the seniors 
housing sector is lagging behind, according to Kai Hsiao,  
executive vice president at HCP, Inc ., a health care REIT .  
He introduced dynamic pricing at seniors housing provider 
Holiday Retirement where he was vice chairman before  
joining HCP . “It’s time for other operators to adopt the  
strategy,” said Hsiao . 

Hsiao addressed the three key questions operators ask about 
dynamic pricing .  

First, operators want to know what it takes to implement the 
strategy . The answer in a word is “data,” said Hsiao . The 
idea is to have enough historical data on each unit to create 
an algorithm to set pricing . “The more data you feed in, the 
better,” said Hsiao . 

At Holiday, Hsiao had 10 years of information on 10,000 
units . Important data includes how long a particular unit was 
vacant, and the price level at which leasing volume increased 
or decreased .

Session moderator Estes asked if small operators could use 
dynamic pricing . The only impediment would be the ability to 
track data, said Hsiao . 

The second question operators ask: How will dynamic pricing 
impact my business? Some operators are wary of new pricing 
strategies when tried-and-true annual rent hikes work just 
fine . But dynamic pricing at Holiday lifted revenue by more 
than 10%, said Hsiao . “It was huge .”  

He pointed to other industries that have adopted dynamic 
pricing with similar results . The head of American Airlines 

said dynamic pricing was the biggest thing that ever happened 
to the industry . Dynamic pricing is also used successfully  
by hotels .  

Lastly, Hsiao addressed the question of consumer reaction . 
He views dynamic pricing as a way to improve what he 
called, “cultural ROI .” The industry has a reputation of 
negotiating rates for a product meant to care for frail elders . 
“That’s not how we want consumers to view the industry,”  
said Hsaio . Dynamic pricing reduces the haggling, and the 
upfront discounts . 

Hsiao admitted that the sales force has to be on board . 
They must be able to walk away from low-ball deals and have 
the confidence that the system will generate enough leads 
to create a sale at the right price . “It can be a hurdle from a 
sales culture standpoint,” said Hsiao .

Hospitality Plus

Brandywine Living dedicates about a quarter of its assisted 
living units in nine communities to a special brand known as 
Serenade . It provides residents with a premium apartment 
that includes more space and plush furnishings . Serenade 
residents also have access to a butler who provides person-
alized customer services, such as escorted shopping trips . 

“We saw an unmet demand to deliver on that engaged 
personalized experience,” said panelist Ken Segarnick, chief 
corporate officer at Brandywine Living . “People who choose 
Serenade appreciate elegance and comfort .”

Segarnick likened the Serenade option to that of the 
concierge level at a fine hotel . He admitted though that the 
brand is appropriate only in certain markets with clientele 
willing to pay a premium for a luxury apartment, and an 
increased level of service . 

“The more data you feed in, the better.”

— KAI HSIAO, HCP, INC.
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The average premium for a Serenade unit is $1,800 a 
month . But Segarnick cited examples of three customers 
whose total monthly rent ranged from $8,000 to as much 
as $21,000 . 

A high-end offering, such as Serenade, benefits the  
community’s reputation, said Segarnick . Area residents 
have a good opinion of the property overall . He added that 
the Serenade brand is also available in the memory care 
section . In those situations, the butler anticipates the  
residents’ needs and functions as a liaison to the families . 
“We ensure a better customer experience,” he said . 

Technology, Technology, Technology

With labor costs on the rise, New Perspective Senior Living 
has introduced the latest technologies to boost worker 
productivity and cut costs . 

While old-style spreadsheets and work-block schedules 
have traditionally been indispensable for smooth building 
operations, New Perspective uses a technology called “On 
Shift,” a suite of software products that gives workers and 
managers a window into scheduling . 

Playing Offense: Three Strategies to Lift Revenue (continued)

“We saw an unmet demand to deliver  
on that engaged personalized experience.”

— KEN SEGARNICK, BRANDYWINE LIVING

When a worker calls in sick, for example, the system  
transmits text messages and emails to determine which 
workers are available . The manager then receives a list of 
the best options based on which available workers have 
not yet hit overtime levels . “We’ve seen a 20% decrease in 
overtime,” said Ryan Novaczyk, president and chief financial 
officer at New Perspective, which operates 20 properties in 
the Midwest .

Another tool is “Nurse Rosie,” an automated vital sign 
monitoring system, which helps reduce staff time spent 
on the activity . “It’s quicker and a better experience for the 
resident,” said Novaczyk .   

Meanwhile, worker retention rates are being improved with 
the iPhone app, Point-of-Care . It monitors caregiver activity, 
providing useful information that can help manage workers . 
For example, high-performing caregivers can be rewarded 
based on activity reports, while the data can help create 
career paths for new workers . 

Technology is also being used to improve resident and  
worker engagement . “It’s Never 2 Late” is a computer 
system with thousands of activities . It allows caregivers to 
engage directly with residents, who can enjoy movies, music, 
travel, Skype with a relative, or take a cooking class . The 
tool also serves as a resident information portal so relatives 
can upload messages and pictures . “Families are more 
involved, and our team members are more involved,”  
said Novaczyk .
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Operators Need a Great Defense Too!

Dressed in #23 Michael Jordan jerseys, panelists at  
a session on how to outmaneuver the competition  
previewed their remarks by advising, “Be like Mike . 
Play Defense .” After all, Jordan may have been known 
for his jump shots, but it was really his superior 
defense that won the game, said Enlivant CEO Jack 
Callison, who moderated the session, “Playing  
Defense: Practical Actions You Can Take to Fend Off 
the Competition .” 

Callison noted that senior living operators need a 
smart strategy to defend their market share in an  
increasingly competitive landscape . He then introduced 
the panelists who discussed the winning strategies 
that set their communities apart . 

Leisure Care, for example, aims to provide an exceptional 
customer experience, said Brett Robinson, executive 
vice president at the company . The key is culture, 
which Robinson described as “true north”—doing the 
right thing and having a positive impact . 

“We live our culture every day,” said Robinson . “People 
are happy in their jobs when they feel their product is 
making a positive contribution to this world .”

It starts with employees, who are encouraged to live  
a life of balance with purpose . The company has a 
foundation to improve the lives of families and children, 
and all employees have the chance to participate . 
Robinson told the story of a worker who needed to get 
to Chicago quickly after her daughter there became ill . 
The company arranged for plane tickets and a rental 
car, and later that day she was on her way . 

A positive culture helps to inspire employees, who 
become “zealous ambassadors,” said Robinson, 
explaining that workers develop real relationships with 
residents to create an environment where seniors  
actually want to live . “We want seniors to say ‘yes,’ 
and choose us,” he added .

Revamping Unit Mix 

Dan Guill, chief operating officer, Enlivant, detailed how 
to turn assisted living apartments into memory care 
units to meet new market demands .  

The company had inherited the portfolio of the  
former Assisted Living Concepts, whose business  
had deteriorated . “Things had changed,” said Guill . 
There was new competition, and the one-size-fits-all 
model of assisted living in every market didn’t work 
anymore . “We made agility one of our competitive 
advantages,” said Guill . 

The Enlivant team decided to reconfigure unit mix and 
ran a pilot, converting 100 units in five buildings from 
assisted living to memory care . Over six months,  
occupancy rose 25% and net operating income  
increased by 135% .

The secrets to success were gaining an in-depth  
knowledge of the micro-market, shopping the competition, 
and conducting surveys of residents and their families .  
Qualitative metrics were also used to help guide 
changes . Another key: A strong management team 
on the ground to field problems . “Get in tune with the 
market,” advised Guill . 

Housekeeping, dining, and laundry services can be a 
ready source of new revenue or cost-cutting, said Dan 
Ogus, executive vice president and chief operating 
officer at Cornerstone Affiliates . For example, premium 
housekeeping services are offered to residents for an 
extra charge . 

Event catering for outside groups has become a big 
opportunity for the organization . “Meals on Wheels 
can be profitable too,” observed Ogus, adding that 
the progam has become a referral source for new 
residents . Guest meals and family events are also a 
significant profit center for the community, though he 
warned not to offer services that can’t be done well .  

Costs can be cut in unlikely places . The use of a  
central laundry for several buildings decreased  
expenses by 40% . And the installation of more efficient 
lighting at Cornerstone communities resulted in annual 
savings of $600,000 . “It makes a huge difference,” 
said Ogus . 
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Amid the growing transparency of performance metrics for 
seniors housing, institutional capital providers increasingly 
view the sector as a viable investment option . But market 
conditions and individual risk tolerance continue to be the 
primary drivers of allocation decisions, according to a panel 
of investors speaking at a session, “Capital Allocator  
Perspectives on Seniors Housing: How They Have Changed .”

As an owner and operator, panel moderator Tom Grape, 
chairman & CEO, Benchmark Senior Living, started the 
session by providing some context, noting that his company 
has flourished through joint-venture partnerships . Capital 
partners have varied, however, ranging from sovereign funds 
to private equity and institutional investors . “My observation 
is that through the early years, only short-term capital was 
available,” he said .  

That changed in 2008 with the passage of the RIDEA law 
that allowed REITs to participate in the upside of their 
properties . “It gave us the ability to have stabilized assets 
in long-term ventures .” said Grape, adding that short-term 
capital is still an important source of funding for new  
developments and turnaround situations .  

Though their specific capital allocations differ, panelists 
agreed that seniors housing is an important component of 
a solid portfolio . “The demographics are compelling,” said 
Neil Cunningham, senior vice president, global head of real 
estate investments, PSP Investments, a $130 billion fund 
that manages the pension assets of the Canadian armed 
services and public service employees . “We’ve made a  
tactical allocation to overweight U .S . seniors housing .”

Though the demographics look even more compelling a 
decade from now when the Baby Boomers begin to turn age 
80, panelist Eliott Trencher noted that capital allocation to 
healthcare has grown alongside the emergence of the health 
care REITs . As associate portfolio manager at Cohen & Steers, 
Trencher emphasized the importance of understanding the  
intricacies of seniors housing operations . From his perspective, 
investors don’t need a granular understanding of operations, 
but they must be able to figure out which companies are the 
best operators . “It’s a nuance, but an important one,”  
said Trencher . 

Rising single-family home prices are a plus for seniors 
housing, but capital providers expressed concerns about 
the apparent oversupply of seniors housing product in some 
markets . David Roth, senior managing director at the publicly- 
traded investment firm Blackstone, characterized seniors 
housing as a niche sector, from the company’s perspective . 
But, in the wake of the new developments coming online,  
he added, Blackstone will be seeking opportunities in  
oversupplied markets . “We look for (the right) moments,”  
he said . 

Roth also argued that investors should be concerned about 
the amount of new construction in certain markets, observing 
that a new building may not be directly competitive with an 
existing project, but all new supply has an impact on the 
market . “A micro analysis has to be done,” he said .

Radhika Cobb, investment director at Hamilton Lane, steers 
clear of markets with a huge uptick in supply . She also 
avoids investments in government reimbursed properties, a 
preference shared by the other panelists . 

The Health Care Factor

Investors agreed that seniors housing, with its service-enriched 
health care component, is harder to evaluate than other  
real estate asset classes . They also noted that increased 
transparency of operating metrics has aided investors . 

“Not too long ago, seniors housing was a stepchild,” said 
Grape . “A lot has changed .”

Seniors housing has gained more acceptance among  
institutional investors, noted Cobb of Hamilton Lane, though 
she added that investors still need to be educated about the 
product . Cunningham believes that as transparency improves 
and the seniors housing market becomes better known, it 
will be a standard part of a portfolio because of the quickly 
aging population . 

Seniors Housing Gains Currency with Institutional Investors

“We’ve made a tactical allocation to  
overweight U.S. seniors housing.”

— NEIL CUNNINGHAM, PSP INVESTMENTS
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Seniors Housing Gains Currency with Institutional  
Investors (continued)
Additional transparency would speed the process, panelists 
said . In particular, Trencher of Cohen & Steers would like to 
know how the number of qualified potential residents located 
within a certain radius of a building translates into net  
operating income .

Another helpful metric would be the amount of supply that is 
obsolete, or more than 25 years old . “Are those properties 
being upgraded?” wondered Cobb . “It’s something we need 
to understand better .”  

As an investor, Cunningham at PSP wants the operator to 
have at least a 20% investment in the property . With a stake 
in the project, the operator will have a solid knowledge of 
the market and submarkets, he said .

Looking at the broader investment climate, panelists expect 
a slow, but modest rise in interest rates . They don’t sense 
that cap rates will decline, and they predict a continuation 
of low economic growth . But, Grape noted, “Pressures are 
growing on wages .” And an uptick in operating expenses will 
impact net operating income and investment returns, the 
panelists agreed .

“Not too long ago, seniors housing was  
a stepchild. A lot has changed.”

— TOM GRAPE, BENCHMARK SENIOR LIVING

In case you missed it—watch highlights of the con-
ference from sessions, interviews, and replays of NIC 
Talks . Visit www .nic .org/events 

http://
http://www.nic.org/events 
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Seniors housing and care is a dynamic industry, said Tim Fox, 
executive vice president and CIO, Senior Resource Group, 
and moderator of the session titled, “Double Your Knowledge 
About Current Markets .” The industry is subject to chang-
es in the capital markets, national and global economies, 
healthcare, and technology, he said . And as the customer 
continues to evolve, the data that groups like NIC track will 
provide a “baseline of information” operators and investors 
in the space will need in order to adapt .

Fox said that, over his 20-year career, “the knowledge that I 
have gained—that’s given me the success that I’ve had—is 
really a fraction of the knowledge that I’m going to need to 
have success in the future .”

In this session, Fox spoke with well-known skilled nursing 
industry leader Ray Thivierge and three NIC leaders to discuss 
the major economic and industry trends that are driving 
seniors housing and care, as well as the data initiatives NIC 
has launched to help investors and operators alike make 
more strategic business decisions .

Examining Economic Trends

Beth Mace, NIC’s chief economist, provided an overview of the 
NIC Seniors Housing Bluebook Report—a presentation that is 
always highly anticipated by conference attendees, said Fox .

“There’s a general sense of malaise,” said Mace, citing a 
study in which 75% of adults reported that they feel it is 
harder to get ahead today than it was for previous generations . 
Indeed, the low growth of productivity—which contributes to 
generating wealth—stands at 0 .5% today as compared with 
rates of 2% to 3% in the past . 

Despite general feelings of negativity, the economy is moving 
in the right direction, said Mace . Concern now lies with the 
length of the current business cycle, currently in its 87th 
month of expansion . With the average cycle length at 58 
months, this cycle is becoming one of the longest in history . 
“You can’t get away from a business cycle,” Mace said . “It’s 
going to happen, always .” The question now is: when will we 
see a recession? Corrections often follow a presidential  
election, she said, with other recession triggers including 

global events, changes in interest rates, and the shape of 
the yield curve .

Other economic trends discussed were:

• Slowing gross domestic product (GDP) growth. While 
output has grown at a faster rate in past periods of  
economic expansion, job growth has been reasonably 
strong during this economic cycle . The jobs are there, 
said Mace, but output has not kept up .

 GDP grew at an annualized pace of 1 .4% in the second 
quarter of 2016, down from a 5 .0% rate in the third 
quarter of 2014 . The one sector holding up the economy, 
said Mace, is consumer spending, which grew at a pace 
of nearly 2 .9% in the second quarter of this year . Other 
areas of strength in the broad economy are consumer 
confidence, the stock market, and home prices and sales 
activities . “These are important demand drivers for  
move-ins” for seniors housing, Mace said, primarily 
because seniors and their adult children have greater 
confidence in their financial outlook .

• The mixed labor market. Recovery in the job markets 
has been slow, but 180,000 jobs are being added to the 
market each month . “That’s a good number,” Mace said . 
Some predict that these job gains will continue through 
2017, with unemployment dropping to 4 .7% . Despite the 
job gains, about one in four unemployed workers have 
been out of the workforce for more than 27 weeks and 
are discouraged . The labor force participation rate also 
is on the decline, in part because of the number of Baby 
Boomers who are retiring . 

Market Movements and the Effects of Data on the Industry

“The more we have operators and owners subscribing 
[to NIC data], supporting it, providing data for it, and the 
more we can open up a broader dialogue amongst all of 

us, share best practices, and learn from the errors and 
successes, the better off we’re going to be.”

— TIM FOX, SENIOR RESOURCE GROUP
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Supply and Demand Trends in Seniors Housing

As capital moved back into the seniors housing market 
following the recession, development has been on the rise . 
Now, Mace said, people are questioning if too much capital 
will cause too much new development for the market to 
absorb . “That’s the big $10 million question .”

For independent living, construction activity has not been 
too aggressive, with demand generally exceeding supply  
and occupancy currently at approximately 91% . In the third 
quarter of 2016, “my sense is that inventory growth will 
start to see more acceleration,” said Mace, “because we 
do have a significant amount of product under construction 
right now, which will translate to inventory .”

The pattern for assisted living is different, she said . There 
has been more construction since the recession than  
for independent living, primarily because it was seen as 
“recession-resilient .” As a result, assisted living has  
experienced more supply and demand activity than  
independent living .

At the metropolitan market level, average seniors housing 
occupancy for the 31 Primary Markets tracked by the NIC 
MAP® Data Service is at 87% . Fourteen of those markets 
had year-over-year declines, including Atlanta, Orlando,  
Kansas City, and Miami . 

Mace also recapped the recent rollout of the “Additional 
Markets,” 41 markets NIC MAP now tracks in addition to its 
99 Primary and Secondary Markets . The Additional Markets 
include regions that are contiguous to those already tracked 
as well as those requested by NIC MAP clients .

Market Movements and the Effects of Data  
on the Industry (continued)

Interest Rates

For seniors housing, tracking interest rates is critical to 
understand both the cost and availability of capital . Interest 
rates affect transaction volumes, who participates in those 
transactions, valuations and cap rates, and the rate of 
savings that consumers and residents can earn . The Federal 
Open Market Committee (FOMC) predicts that the federal 
funds rate will reach 0 .9% this year, with further increases 
in 2017 to 1 .6% and in 2018 to 2 .4% . Others do not see 
the Fed making substantial increases . What appears fairly 
definite is that the Fed is unlikely to make any interest rate 
hikes before the election in November .

Interest rates directly affect transaction volumes . Public 
REITs completed only 76 deals in the second quarter of this 
year because of a change in the cost of capital, which partly 
caused a significant decrease in total dollar volume . Volume 
for combined seniors housing and nursing care transactions 
was $1 .6 billion, down from $4 .3 billion in 1Q2016 and 
$8 .7 billion in 2Q2015 .

Entitlement Spending Pressures and Timely Skilled 
Nursing Data

Social Security and Medicare currently make up about 
33% of the federal budget, said Mace, and this spending 
will only increase . The Old Age Support Ratio—the ratio 
of those working (age 24–64) to those in need of support 
(age 65+)—is declining, which will put upward pressure on 
expenditures and downward pressure on revenues for the 
federal government . In 2010, the ratio was 4 .59 workers for 
every retiree, and it is projected to drop to 2 .53 by 2050 . 
Mace said that the U .S . could learn from programs Japan is 
implementing to address its own ratio dilemma, estimated 
to be nearly 1 .3 by 2050 .

Pressures by government to reduce federal spending on  
entitlement programs, Mace said, are a driving force  
motivating the development of NIC’s quarterly Skilled Nursing 
Data Report, which provides key metrics on the skilled 
nursing sector . Data on skilled nursing has been “elusive,” 
added Thivierge, whose former company uses the report for 
setting short-term occupancy expectations and for longer- 
term portfolio planning and management . The timeliness 

“I hear a lot of people paint a negative brush on seniors 
housing because of concerns about supply, but we can 
show an equal number of markets that had improvements 
in occupancy rates over the last 12 months, and an 
equal number of markets that saw deteriorations.”

— BETH MACE, NIC
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Market Movements and the Effects of Data  
on the Industry (continued)
of the data—tracked monthly and reported quarterly—gave 
Thivierge and his team the ability to “slice it and dice it and 
compare it to other markets to anticipate trends,” he said . 
“That’s a whole new world for us .”

But ultimately, predictability is limited to participation, said 
Thivierge . “The more people we have participating, the more 
powerful it’s going to be .”

Wage Pressures and NIC’s Actual Rates Initiative

The Fed is waiting for signs of inflation to raise interest 
rates, Mace told attendees, because raising rates too soon 
could negatively affect the economy . One indicator the Fed 
is watching is wage rates, which can directly affect seniors 
housing operations, as well . Assisted living’s asking rent 
growth of 2 .8% in recent data has not exceeded wage rate 
growths—and that, Mace said, could pressure NOI . “Actual 
rates are going to be increasingly important data to track 
alongside wage rates in order to really understand what is 
going on with your revenues and NOI,” she said .

To increase transparency into this aspect of seniors housing, 
Chuck Harry, NIC’s chief of Research & Analytics, shared 
information about the new Actual Rates report, which was 
released in September to NIC MAP subscribers . The quarterly 
report provides monthly metrics on rates and leasing 
velocity based on a monthly nationwide survey of 2,500 
independent living and assisted living properties, with a 
total of more than 250,000 units . Monthly metrics include: 
actual rates (in-place and initial) and asking rates, inclusive 
of room rate and care fees; leasing activity (move-ins and 
move-outs); and occupancy for the census group reported .

Harry shared some of the initial findings from the inaugural 
report:

• Actual rates are lower than asking rates for both  
independent living and assisted living . The spread is 
greater in assisted living, at 7 .8% as of June 2016, or 
about a month’s free rent on average per year . 

• Move-outs are greater in assisted living than in  
independent living, leading to greater resident turnover . 
Move-ins for independent living “tend to be more on  
par with move-outs,” said Harry . This is not the case  
in assisted living, and occupancy tends to be more  
volatile than for independent living .

Skilled Nursing Data Report
Bill Kauffman, senior principal of Research & Analytics  
for NIC, gave attendees an overview of the Skilled  
Nursing Data Report, released for the third time at 
the conference . The report, he said, digs deeper into 
occupancy, average daily rates (revenue per patient day 
by payor source, which includes a breakout of managed 
Medicare), skilled mix, quality mix, and patient day mix . 
The report provides easy-to-digest information intended 
to help investors especially understand the complex 
world of skilled nursing . “This data,” said Thivierge, 
“allows us to compare ourselves to what’s going on in 
the market in general .”

The 2Q2016 report is now available . You can download 
your complimentary report online . 

http://info.nic.org/skilled_data_report_pr
http://info.nic.org/skilled_data_report_pr


2016 NIC FALL CONFERENCE RECAP WWW.NIC.ORG   19

Pundits Weigh in on Politics and Industry Concerns

Washington, DC, provided the perfect backdrop for the conference 
luncheon as well-known political observers David Brooks and 
E .J . Dionne took the stage for an insightful discussion on an  
election that has riveted the nation and defied easy predictions . 

The discussion kicked off with a simple question from session 
moderator Pat Mulloy, chairman and CEO at Elmcroft Senior 
Living, and admitted political aficionado . “How did we get to 
this level of discourse and rhetoric?” he asked . And, he  
continued, what will be the impact on seniors housing care 
under the possible outcomes of the upcoming election?

Brooks and Dionne had no simple answers, but gave attendees 
an inside-the-beltway commentary on politics, society, and how 
recent trends could impact the industry .

American conservatism has been defined by a cycle of  
disappointment and betrayal, opined Dionne, a liberal and 
author of the recent book, “How the Right Went Wrong .” He  
attributed the discontent to Republican Party leadership that didn’t 
follow through on promises to reduce the size of government and 
roll back cultural change . An explosion was in the making, and 
that explosion was Donald Trump, noted Dionne . 

But discontent was also seen on the Democratic side in the 
candidacy of Bernie Sanders, though Dionne said Hillary  
Clinton’s nomination victory was always expected . 

New York Times columnist Brooks, a conservative, took a 
wider view . He said a new alignment is taking shape that is 
bringing college-educated white voters, historically reliable 
Republicans, into the Democratic Party . “The gap has grown 
between the educated and the less educated,” said Brooks . 

As an aside, Brooks noted that the business lobby has lost its 
ability to influence policy . “They mismanaged the year, and do 
not have an effective voice in Washington,” he said, explaining 
that the anti-market Trump forces have seized the spotlight .

Brooks and Dionne agreed that the level of mistrust in 
government institutions is driving much of the dissatisfaction 
and congressional dysfunction . Mulloy observed, “Big issues 
cannot get done like they did in the 60s and 70s .”

Of course, the future of the Affordable Care Act (ACA) was top 
of mind among attendees . 

The ACA has not been a transformational law, contended 
Brooks . He believes it will continue to resemble an expanded 

Medicaid system with a limited number of insurance plans . 
Brooks doesn’t think many changes will be made to the law 
itself because of polarization in Congress . 

Dionne noted that the ACA has increased the number of people 
with health insurance, and suggested that a simple fix would 
be to insure everyone through an exchange . He doesn’t think 
the law will be repealed because Republicans won’t want to take 
away insurance from those who signed up for it under the law .

Moderator Mulloy asked about the industry’s need for  
frontline caregivers and immigration reform amid the rising 
cost of labor . 

If Hillary Clinton is elected, Brooks predicted that a $15 federal 
minimum wage will be enacted . The outline of immigration 
reform is already known, he said . But the emphasis will be on 
admitting highly-skilled and educated immigrants since the 
Democrats will seek to shrink the lower-skilled labor pool to 
drive up wages . 

Dionne believes a large vote margin for Clinton among Latinos 
could make Republicans rethink their approach to immigration . 
But, he added, there will be pressure on Republicans not to 
compromise . “I’m not optimistic about reform,’ he said .

So who wins in November?

“I wrote eight million columns saying Trump would not be 
the nominee,” quipped Brooks . He noted that people want 
change, and Trump only has to look marginally sane to pull 
off an upset, though he figures the chances of that are about 
40% . The Senate will remain in Republican camp, Brooks said . 

Dionne gives Clinton about an 80% chance to win, joking that 
a dramatic change in voting rights and women’s suffrage could 
swing the outcome Trump’s way . “Just look at the numbers,” 
he said . “She is consistently five to six points ahead,” adding 
a wry note, “But why should anyone listen to me, or anyone?”

Don’t Expect Big Changes after the Election

If Hillary Clinton is elected, Brooks predicted that a  
$15 federal minimum wage will be enacted.
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“Price is what you pay. Value is what you get.”

                                                    —Warren Buffett

With those words of wisdom in mind, a panel of industry 
experts discussed the factors currently impacting property 
valuations at a session titled, “Taking the Pulse of Valuations: 
Insider Perspectives and Trends .”

Bill Kauffman, NIC’s senior principal for Research & Analytics, 
opened the session with an overview of current transaction 
volume and price trends . The second quarter of 2016 
displayed a sharp drop in deal volume to $1 .6 billion from 
$4 .3 billion the previous quarter . Only 76 deals have closed 
through June 30, 2016, he noted . 

A change in the buyer pool is partly responsible for lower 
transaction volume . Publicly-traded as well as non-traded 
REITs are no longer as active as they were when deal volume 
hit record levels several years ago . 

The higher cost of capital for the publicly-traded REITs has 
been an important part of the equation, according to panelist 
David Boitano, senior investment officer, Ventas, Inc ., a large 
health care REIT . “Investors are trying to be responsible,” 
he said, adding that Ventas is not totally dependent on the 
public markets for funds when good opportunities arise .  
“We have different avenues to fund transactions,” he said . 

At the same time, Ventas recently closed a $1 .5 billion deal 
for the life sciences and medical real estate assets of  
Wexford Science & Technology . “We seek risk diversification 
and multiple avenues of growth,” he said, noting that the key 
for investors is to be patient and disciplined . 

Non-traded REITs, which had been active buyers of seniors 
housing, have slowed their deal volume because of new 
industry rules, according to Carolyn Nazdin, senior vice  
president, KeyBank Real Estate Capital . The Financial Industry 
Regulatory Authority (FINRA) introduced rules that aim to 
bring greater transparency to the sector, but have contributed 
to a drop in fund raising . “The environment is holding them 
back,” said Nazdin . 

Seniors housing prices per unit have dipped about 6% over 
the last year, though unit prices at skilled nursing facilities 
have climbed about 20%, according to NIC’s Kauffman . “We 
see a diverging trend .” 

Valuations Call for Nuanced Analysis

The difference could be explained by several mitigating 
factors, panelists said . The small number of transactions 
provides a less robust sample from which to draw reliable 
numbers . Also, few large seniors housing portfolios have 
traded lately, though panelists observed that big portfolios 
continue to command a premium on a price-per-unit basis . 

Changes in the skilled nursing sector, and questions about 
the level of government reimbursement, are causing owners 
to redirect their operations to focus on rehabilitation ser-
vices rather than long-term care . “Skilled nursing facilities 
are starting to go through a transformational period,” said 
Nazdin . “There’s a lot of perceived opportunity there for good 
operators .”

Price vs. Value

Appraiser Jim Tellatin, principal at Tellatin, Short & Hansen, 
emphasized that appraisals are estimates of value, not 
price . Value and price sometimes align, but there may also 
be a disconnect based on different understandings of the 
market, or a misread on the amount of new development 
coming online . “It’s a huge issue today,” he said .

Value often depends on the buyer’s situation, panelists said . 
A buyer with turnaround experience may recognize upside 
value in a distressed property . Or a buyer with multiple build-
ings in a market may see value in adding another property to 
leverage marketing and purchasing opportunities to improve 
overall portfolio performance . 

“Seniors housing and skilled nursing as operating businesses 
are so different from multi-family or office properties that it 
really has to be taken on a case-by-case basis,” said Nazdin . 
“There’s a lot of nuance to price vs . value .”

Panelists concluded the session by sharing their insights on 
how they determine cap rates .

“Skilled nursing facilities are starting to 
go through a transformational period.”

— CAROLYN NAZDIN, KEYBANK REAL ESTATE CAPITAL
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Valuations Call for Nuanced Analysis (continued)

Boitano at Ventas looks at historical property performance and 
capital expenditures, along with the competitive landscape . 
He asks the operator to provide an assessment of the  
expected performance for the first year, but conducts his 
own analysis too . 

“A lot of questions have to be asked about what the cap 
rates are based on,” said appraiser Tellatin . He wants to 
know whether NOI is figured on trailing or pro forma numbers, 
or something else .

As a lender, Nazdin noted that bankers straddle the line  
between the appraisal and the buyer/client, aiming to  
satisfy both . But, she noted, bankers may be comfortable 
with a lower cap rate on a property with a strong cash flow . 
“At the end of the day, lenders want to be repaid,” she said . 
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