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S E N ATE AGING 
COMMITTE SEEKS 
SECTOR INPUT

T he Senate Special Committee on A gi n g
re c e n t ly pushed an assisted liv i n g

s t a ke h o l d e rs coalition to develop ways to
hold substandard facilities accountable or
else face the possibility of Congress deve l-
oping fe d e ral reg u l ations for them—a
p roposition opposed by many prov i d e rs .
The Assisted Living Wo rk group (ALW )
was fo rmed last fall to cre ate methods of en-
s u ring quality in assisted liv i n g.

While complimenting the A LW mem-
b e rs for their progre s s , Special Committee
C h a i rman Sen. John Breaux (D-La.)
p ressed the A LW to develop an enfo rc e-
ment element to uphold the standards the
group is fo rmu l at i n g. 

“If you do not come up with a plan, t h e n
C o n gress will come up with it,” B reaux said
at a recent fo rum about how the A LW
would enfo rce standards. 

“ Then yo u ’ll be in a situation wh e re yo u
h ave [the fe d e ral gove rnment] micro-
m a n aging the industry, and I don’t think
you want that .”

B re a u x ’s fe l l ow committee member Sen.
Ron Wyden (D-Ore.) concurre d. “ You can
h ave standard s , but unless you have stan-

d a rds with enfo rcement then it is not on the
l eve l .”

The National Center for Assisted Liv i n g
(NCAL) and other assisted living prov i d e r
o rga n i z ations do not support fe d e ral reg u-
l ation because the pro fession is alre a dy reg-
u l ated on the state level. Th e re is concern
t h at fe d e ral reg u l ation would take the fo c u s
o ff of resident care and onto filling out re-
q u i red pap e r wo rk. The orga n i z ations also
want to avoid cre ating a punitive system
similar to the fe d e ral reg u l at o ry system 
gove rning skilled nu rsing facilities 
( S N F s ) .

NCAL Vice President Dave Kyllo sug-
gested that the gove rnment has the oppor-
tunity to take on more of a consulting ro l e
with assisted living prov i d e rs , rather than
just the adve rs a rial role surveyo rs play in
the SNF arena. 

S u ch a cooperat ive system curre n t ly op-
e rates in Wa s h i n g t o n , wh e re state employ-
ees are set up as consultants to help fa c i l i-
ties with pro blems meet state standard s
while a sep a rate group of state employe e s
conducts inspections. 

B reaux said he wants to avoid cre ating a
reg u l at o ry system similar to skilled nu rs-
i n g, but remained fi rm about holding “ b a d ”
facilities accountabl e. 

B reaux asked if the A LW final re c o m-
m e n d at i o n s , due next Ap ri l , would incl u d e

s t a ff - t o - p atient rat i o s , m a n d at o ry staff
q u a l i fi c at i o n s , and making ava i l able an ex-
p l a n ation of facility fees and disch a rge
policies and info rm ation about a fa c i l i t y ’s
financial viab i l i t y. A LW group members
agreed that all of those issues we re 
being discussed but nothing had been 
fi n a l i ze d.

The A LW was fo rmed last fall upon the
u rging of Sens. Bre a u x , fo rmer committee
Chair Larry Craig (R-Idaho), and Wy d e n
after the Special Committee held an Ap ri l
2001 hearing examining the lack of stan-
d a rd i z ation and reg u l ation in assisted 
l iv i n g.

The hearing last year was held short ly
after Th e N ew Yo rk Ti m e s, The Wa s h i n g t o n
Po s t, and the Wall Street Jo u rn a l p u bl i s h e d
s t o ries about pro blems in assisted liv i n g
and highlighted some resident deaths that
had occurre d. 

At this ye a r ’s fo ru m , B reaux urged the
group not to squander its opportunity to de-
velop its own bl u ep rint for potential fe d e r-
al reg u l ation. 

“ The idea was to try to get all the sides to
listen to each other in order to come up with
something that is wo rk abl e,” said Breaux. 

“ H o p e f u l ly, the pack age of re c o m m e n-
d ations will be helpful to Congress and
helpful ultimat e ly to the consumers .”

—Lisa Gelhaus

Assisted Living Group To Study Enforcement Strategies
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RECORD DEFA U LTS IN
LOANS SPUR ACTION

T he Dep a rtment of Housing and Urban
D evelopment (HUD) is consideri n g

ch a n ges to its underwriting policies of fe d-
e ra l ly insured Section 232 loans after de-
ve l o p e rs of skilled nu rsing and assisted liv-
ing projects began defaulting on the loans
at re c o rd rates. 

D e faults in loans used for skilled nu rs i n g
p rojects spiked to a high in 2001, with near-
ly $174 million in HUD-insured mort gage s
in default. The rapid increase in skilled
nu rsing defaults started in 2000, w i t h
s l i g h t ly more than $58 million in loans in
d e fault. In 1999 only five mort gagees had
d e faulted on HUD 232-insured loans,
wo rth a total of nearly $16 million. The de-
fault rate for 2002 in skilled nu rsing mort-
gages has alre a dy climbed to $45 million. 

H U D ’s Section 232 established a pro-
gram that allows deve l o p e rs of health care

p rojects to obtain gove rn m e n t - i n s u re d
m o rt gage s , an option often used by deve l-
o p e rs that have been shut out by privat e
l e n d e rs. The gove rnment insurance entices
p rivate banks to join with HUD in fi n a n c-
ing these pro j e c t s .

Under Section 232, the Fe d e ral Housing
A d m i n i s t ration (FHA) provides the mort-
gage insurance for the projects. Operat i n g
s i m i l a rly to private mort gage insura n c e
(PMI) on a single-fa m i ly home, the FHA
m o rt gage insurance cove rs the bank if bor-
rowe rs default. FHA pays the bank that lent
the money, and in almost all instances, F H A
assumes ow n e rship of the mort gage. A s
m o rt gage e, FHA can institute fo re cl o s u re
p roceedings and acquire the pro p e rty fo r
s a l e. Essentially, the defaulted Section 232
loans are paid out of HUD’s bu d ge t .

The fa c t o rs that made the HUD loans
popular to deve l o p e rs are often the same
ones that led to the defaults. HUD offi c i a l s
s ay low Medicaid rat e s , high insurance pre-
m i u m s , and bankruptcies caused the skilled

nu rsing defa u l t s , while inex p e rienced man-
age m e n t , s l ow fill-up rat e s , and poor mar-
keting led to defaults in the assisted liv i n g
s e c t o r.

HUD sep a rates the assisted living de-
faults into two cat ego ri e s : b o a rd and care
and assisted liv i n g. 

So far this ye a r, 10 mort gages for assist-
ed living projects wo rth about $65 million
a re alre a dy in default. In 2001, six pro j e c t s
wo rth more than $27.6 million we re in 
d e fa u l t , an increase over the combined de-
fault total of $18.5 million in 1999 and
2000. 

HUD is curre n t ly wo rking with rep re-
s e n t at ives of Section 232 stake h o l d e rs
t h rough a sep a rate and independent wo rk-
group that includes the A m e rican Health
C a re A s s o c i ation and the National Center
for Assisted Liv i n g. The group is seeking
ways to reduce loan defaults by furt h e r
ch a n ging the policies gove rning the HUD
u n d e r w riting process. 

—Lisa Gelhaus

HUD Re-evaluating Long Te rm Care Underwriting Policies


