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SEMINAR OBJECTIVES

• Define and describe the types of Senior Housing Facilities 

• Emerging trends in Senior Housing

• Valuation Issues and MN Statutory Requirements 



DISCLAIMER

• The views expressed by the speakers are their own and do not represent the opinions of current or 
future employer’s.

• This presentation was current at the time it was presented, published or uploaded onto the web.  This 
presentation was prepared as a service to MAAO and is not intended to grant rights or impose 
obligations. 

• This presentation may contain reference or links to statues, regulations or other policy materials.  
The information provided is only intended to be a general summary.  It is not intended to take the 
place of either the written law or regulations.  

• We encourage attendees to review the specific statues, regulations and other interpretive materials 
for a full and accurate statement of their contents. 

• No people or animals were harmed in the making of this presentation. 



ALPHABET SOUP MATH

• AL>IL = AL ?

• IL>AL = IL ?

• IL + AL + MC + SNF = CCRC ?

• RCN = Vo ?

• E = MC2 (I am not going to question this equation)





ACTIVE ADULT COMMUNITIES:

• For-sale single-family homes, townhomes, cluster homes, mobile homes and 
condominiums with no specialized services, restricted to adults at least 55 years of 
age or older. - Includes Cooperatives

• Rental housing is not included in this category.  Residents generally lead an 
independent lifestyle; projects are not equipped to provide increased care as the 
individual ages. 

• May include amenities such as clubhouse, golf course and recreational spaces. 
Outdoor maintenance is normally included in the monthly homeowner’s association 
or condominium fee.



ACTIVE ADULT COMMUNITIES:



ACTIVE ADULT 
COMMUNITIES

WHICH ONE IS 
THE FAKE?



AGE-RESTRICTED / SENIOR APARTMENTS:

• Multifamily residential rental properties restricted to adults at least 55 years of age or 
older.  

• These properties do not have central kitchen facilities and generally do not provide 
meals to residents

• May offer community rooms, social activities, and other hospitality amenities.



AGE-RESTRICTED / 
SENIOR APARTMENTS
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INDEPENDENT LIVING COMMUNITIES:

• Age-restricted multifamily rental properties with central dining facilities that provide 
residents, as part of their monthly fee.

• Access to meals and other hospitality services such as housekeeping, linen service, 
transportation, and social and recreational activities. 

• Such properties do not provide, in a majority of the units, assistance with activities of daily 
living (ADLs) such as supervision of medication, bathing, dressing, toileting, etc. 

• There are no licensed skilled nursing beds in the property.



INDEPENDENT LIVING COMMUNITIES:
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LIVING 
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ASSISTED LIVING RESIDENCES:
• State regulated rental properties that provide the same services as independent 

living communities, but also provide, in a majority of the units, supportive care from 
trained employees to residents who are unable to live independently and require 
assistance with activities of daily living (ADLs) including management of 
medications, bathing, dressing, toileting, ambulating and eating. 

• These properties may have some nursing beds, but the majority of units are licensed 
for assisted living.  They include wings or floors dedicated to residents with 
Alzheimer’s or other forms of dementia.

• A property that specializes in the care of residents with Alzheimer’s or other forms of 
dementia that is not a licensed nursing facility should be considered an assisted 
living property.



ASSISTED LIVING COMMUNITIES



ASSISTED LIVING 
RESIDENCES:

Unit Size

Bathrooms

Kitchens



ASSISTED LIVING RESIDENCES:

 Half Bathroom

 Jack and Jill Bathroom

 Community Dining Area

 Kitchenette in Unit



NURSING HOMES:

• Licensed daily rate or rental properties that are technically referred to as skilled 
nursing facilities (SNF) or nursing facilities (NF) where the majority of individuals 
require 24-hour nursing and/or medical care. 

• In most cases, these properties are licensed for Medicaid and/or Medicare 
reimbursement. 

• https://www.health.state.mn.us/facilities/regulation/directory/providerselect.html

• These properties may include a minority of assisted living and/or 
Alzheimer’s/dementia units.

https://www.health.state.mn.us/facilities/regulation/directory/providerselect.html










NURSING HOMES:
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CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRCS)

• CCRCs: Age-restricted properties that include a combination of independent living, 
assisted living and skilled nursing services (or independent living and skilled 
nursing) available to residents all on one campus.

• Resident payment plans vary and include entrance fee, condo/coop and rental 
programs. 

• The majority of the units are not licensed skilled nursing beds.



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• “One-Stop-Shopping”

• Multi-level care facilities that combine residential accommodations with health services. 

• The goal is to allow residents to receive the appropriate level of care across a continuum, 
from IL, AL to SNC as their health status changes and without having to move out of the 
retirement community. 

• Residents in independent or assisted living housing can move to the skilled nursing wing 
to receive short-term care following a serious illness or injury and then return to their 
room or apartment once they recover. 



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• CCRCs are sometimes called Life Care Communities, they aren’t the same. 

• Life care is actually a subset of continuing care available through one of three types 
of continuing care contracts.

• Type A contracts provide extensive or full life care service.

• Type B contracts provide modified or continuing care service.

• Type C contracts are fee-for-service arrangements that provide continuing care service.

• Type A contracts are the most comprehensive and cover residential services, 
amenities and long-term nursing care without an increase in monthly fees. 

• Type B and C contracts both cover residential services and amenities but limit 
nursing care with extra fees often required.



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• Minnesota Statue Chapter 80D
• Subd. 2. "Continuing care" means the furnishing to an individual, other than an individual 

related by blood or marriage to the person furnishing the care, of board, lodging, and 
nursing service, medical service or other health-related service, regardless of whether or 
not the lodging and service are provided at the same location, pursuant to a written 
agreement effective for the life of the individual or for a period in excess of one year, 
which is conditioned upon the payment of an entrance fee in excess of $100 and the 
payment of regular periodic charges for the care provided. 

• Owned by a Corporation leased to individuals
• Homestead benefits apply  - 273.124 Subd. 5



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• Life care communities are simply CCRCs operating under Type A contracts but with 
one distinct difference. 

• Life care communities offers continuum of care to a resident for life, but residents 
who become financially unable to pay their monthly care fees are subsidized by the 
Non-Profit. 

• Residents continue to receive the same access to services with no interruption in care 
or change in priority status. In other words, residents are guaranteed the same 
quality of care and access to care from day one through end of life, regardless of their 
personal financial situation.









FRIENDSHIP VILLAGE OF BLOOMINGTON

• Today 

• Independent Living – 296 Apartments

• Independent Living Cottages – 12 units

• Assisted Living – 26 (Boarding Care*)

• Long Term Skilled Nursing – 52 Suites 
(66 beds*)

• Short Term Skilled Nursing – 0

• Memory Support – 26 (Boarding Care*)

• Total 412 Units

• Proposed Expansion

• IL: +96 Apartments = 392 Apts

• ILC:  No Change = 12 Units

• AL:  (-26 BC) +42 Apts = 42

• LTSN: (-52 Suites/66 beds) + 48 
Suites/50 beds = 48 Suites / 50 Beds

• STSN: + 16 Suites / 16 Beds

• MC/S: (-26 BC) + 32 Studios

• Total: (-52) 142 Units = 542 Units

*Note: Federally Certified: Medicare Skilled Nursing Facility Beds = 66  
MN Licensed: Boarding Care Home Beds = 53



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• Presbyterian Homes of 
Bloomington

• IL – 101 Units

• AL – 131 Units

• MC – 18 Units

• SN- 80 Units / 98 Beds

• Total 330 Units OR

• 250 Units & 98 Beds



CONTINUING CARE RETIREMENT 
COMMUNITIES (CCRC)

• Minnesota Masonic 
Homes

• IL – 56 Units

• AL – 45 Units

• MC – 20 Units/Beds

• STSN- 100 Beds

• LTSN – 94 Beds

• Total 101 Units & 214 
Beds



BEDS VS. UNITS

*Based on HUD Guidelines



BEDS VS. UNITS

*Based on HUD Guidelines



CLASSIFICATION OF SENIOR HOUSING

Why is Classification of Senior Housing Important?

• Identify Functional Obsolescence

• Identify trends and ratios for given Classification

• Develop support for allocation of Real Estate Value



CLASSIFICATION OF SENIOR HOUSING
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ASSISTED LIVING RESIDENCES:

EXAMPLE OF HOSPITALITY & HOME CARE SERVICES 



MINNESOTA STATE LICENSURE

• Housing with Services License:  An establishment providing "Assisted Living"  must 
have a HWS license and can provide health-related services under a home care 
license.    MN Statute 144D (Housing with Services Establishment).

• Source: Uniform Consumer Information Guide



MINNESOTA STATE LICENSURE

• Source: Uniform Consumer Information Guide

• "Assisted Living" services must provide at a minimum: health-related services (assistance 
with medication and three ADLs), necessary nurse assessments of physical/cognitive 
needs of AL residents, registered nurse supervision staff, access to on-call registered 
nurse 24/7,  two meals per day are available, weekly housekeeping and laundry service 
are available, a system for daily checks, "awake" staff 24/7, a system for arranging 
transportation, and assistance with accessing resources and social services in the 
community.        MN Statute 144G (Assisted Living)



MINNESOTA STATE LICENSURE

• Comprehensive License:  Assisted Living shall only be provided in a registered HWS 
establishment and the provider must have a home care license.

Source: Uniform Consumer Information Guide



SENIOR HOUSING MARKET UPDATE



SENIOR HOUSING MARKET UPDATE



CLASSIFICATION OF SENIOR HOUSING

Additional services  result in higher monthly housing rates



AVERAGE MONTHLY REVENUE



AVERAGE MONTHLY REVENUE

*Source: Senior Housing Investment Survey, Spring 2019



MEDIAN OPERATING EXPENSES

• Independent Living - $17,112/Unit

• Assisted Living - $28,068/Unit

• Nursing Care - $76,285/Unit 

• CCRC/Life Plan Communities - $47,364/Unit

*Source NIC Investment Guide 2018 (year end 2016 exp)



OPERATING EXPENSES:  IL

*Source NIC Investment Guide 2018 (year end 2016 exp)



OPERATING EXPENSES:  AL

*Source NIC Investment Guide 2018 (year end 2016 exp)



OPERATING EXPENSES:  NC

*Source NIC Investment Guide 2018 (year end 2016 exp)



OPERATING MARGINS



CAP RATES

*Source NIC Investment Guide 2018 (year end 2016 exp)



CAP RATES

*Source Senior Housing Investment Survey, Spring 2019



CAP RATES

*Source Senior Housing Investment Survey, Spring 2019



TARGET MARKET

• Average age of move in is low 80’s.

• Typical new IL resident 83yr widowed 
female.

• 2016 population over 80 was 12.2 Million or 
4% of US.

• Significant growth in late 2020’s of 4.6%/yr.



80YR OLD POPULATION GROWTH



CLASSIFICATION OF SENIOR HOUSING

Higher Services =  Higher Rents = Higher Operating Exp. = Higher Risk = 

Higher Business Value Component

----- ----- ----- ----



CLASSIFICATION OF SENIOR HOUSING

Source: Valuation of Real Estate Within Senior Living Facilities; Senior Housing & Care Journal, 2011 Volume 19 
Number 1. 



CLASSIFICATION OF SENIOR HOUSING

Source: Valuation of Real Estate Within Senior Living Facilities; Senior Housing & Care Journal, 2011 Volume 19 
Number 1. 



CLASSIFICATION OF SENIOR HOUSING

As real property depreciates in value, the business personal property (BPP) makes up a 
larger percentage of the going-concern value.

Source: Valuation of Real Estate Within Senior Living Facilities; Senior Housing & Care Journal, 2011 Volume 19 
Number 1. 



METHODOLOGIES
Several methods to value the business component

Several methods to allocate the Real Estate Value

1. Use two or three different methods to test the reasonableness

2. Understand the weaknesses of each methodology

3. Understand your strengths and where you have support

4. Use the “Sit on the Curb” Method (does this make sense approach)

Critical to have pertinent market data to provide a reliable/supported conclusion.



CLASSIFICATION OF SENIOR HOUSING

Identifying Obsolescence
• Size of the units?

• Kitchens in units?

• Full private bathrooms?

• Commercial Kitchen?

• Sufficient Parking?

• Building Efficiency Ratio?

• Number of Beds versus Units?

Typically a higher level of services would indicate more business value and obsolescence



CLASSIFICATION OF SENIOR HOUSING

Identifying Obsolescence

• How does this functional obsolescence affect your adjustments?
• What rent can you get for a unit given the design?  What is your adjustment to rent comps?

• What is the vacancy rate (how marketable are the units)?

• What miscellaneous Income can you generate (storage lockers, parking, laundry, etc.)?

• How does the building efficiency affect landlord paid heat, water/sewer, electric?

• How does parking impact grounds maintenance?

• How is advertising expense impacted?

• What cap rate should be selected?

These adjustments can impact the Operating Expense Ratios and Per Unit conclusions



CLASSIFICATION OF SENIOR HOUSING

Identifying Obsolescence

• HYPOTHETICAL:  If there was no business, what would the building sell for?

• What would be the use of the building?

• Would the design of the building limit the potential use?

• Would a buyer need to adapt or convert some of the units?

• The purpose of the assignment is to allocate the Real Estate Value
• This assumes the existing design is at the Highest and Best Use



CASE STUDY



CASE STUDY

• 166 Unit Development

• 65 IL, 65 AL , 24 MC & 12 CS

• 2019 Proposed Construction

• Cost of $35,000,000 or 
$210,000/Unit



OPERATING STATEMENT – REVENUE



OPERATING STATEMENT – EXPENSES



INDICATED GOING CONCERN VALUE



ALLOCATION OF VALUE

• Presently, a consensus does not exist between economists, appraisers, investors, 
accountants and others on acceptable methodology for accurately measuring the 
contributory value of business asset component of real estate intensive going 
concern.

• AI: Appraisal of Nursing Facilities pg 315.– “In real estate tax assessment appeals, 
taxypayers often try to minimize taxes on viable nursing facilities by making an 
erroneous argument that the real estate should be evaluated without the positive 
contribution of the intangible assets.”



ENTREPRENEURIAL OR 
PROPRIETARY PROFIT CAPITALIZATION



OTHER ALLOCATION METHODS
• Lease Income versus Operation Earnings (Net lease)

• Cost Approach (set’s upper limit of RE?)

• Sales approach proxy – compare $/SF of residential and medical office



RENT COMPARISON METHOD

• What would these units rent for as Apartments with no service?



RENT COMPARISON METHOD

Luxembourg Apartments

• 500 SF 1BR market rate unit

• 2016 Construction

• Luxury amenities

• $1100/mo or $2.20/SF

East Bloomington Senior

• 422 SF Care Suite

• 2019 Construction

• Senior Amenities 

• Smaller unit but 10% more common area



RENT COMPARISON METHOD

Rent Revenue Units Unit SF NRA Rent/SF Monthly Rent Annual Rent

Independent Living 68 830 56,440 $            1.93 $           1,600 $       1,305,600 

Assisted Living 62 650 40,300 $            2.15 $           1,400 $       1,041,600 

Memory Care 24 420 10,080 $            2.50 $           1,050 $          302,400 

Care Suites 12 450 5,400 $            2.44 $           1,100 $          158,400 

Total Rent Revenue 166 676 112,220 $            2.09 $       2,808,000 

Underground Parking 90 $               50 $            54,000 

PGI $       2,862,000 



RENT COMPARISON METHOD



RENT COMPARISON METHOD



COOPERATIVES



CO-OP OWNERSHIP

• Members own a percentage interest (certificate of membership or 
corporate shares) in the cooperative corporation plus the exclusive 
right to occupy a particular dwelling unit.  (Occupancy Agreement)

• Members in the Co-op are owners who lease the individual units back to themselves 
as tenants

• New members buying a cooperative share only pays the equity or 
share price at closing.  

• Think Mortgage Loan to Value  - Equity plus Financing = 100% of Value



CO-OP OWNERSHIP

• The Co-op holds a master mortgage that is insured by HUD for the entire building, 
property and grounds. 

• The Co-op Members pay a monthly fee that covers their proportionate share (based 
on square footage) of the operating expenses, taxes and the master mortgage.

• Members participate in the decision making process of operating the Co-op by 
electing a Board of Directors from among the Members of the Cooperative. 

• Each Member unit owns one vote. 

• The Board of Directors is responsible for the general operation of the cooperative. 
The board hires and oversees a management company to administrate the day-to-
day operations and approves the operating budget and carrying charges.



CO-OP OWNERSHIP

• Members decide whether or not to increase monthly fee based on actual expenses. 
Members also receive the tax benefits of ownership.

• Cooperative Members have the right to be considered homeowners with the benefit 
of deducting their proportionate share of the mortgage interest and real estate taxes 
on their personal income tax return.

• Homestead Benefits apply.  273.124 Subd. 3



CO-OP OWNERSHIP

• When a member wishes to move out, their share is resold and the member and/or 
their estate receive the amount of the initial share cost plus the equity, or 
predetermined increase, for each year the member lived in the cooperative. 

• The selling member is responsible for expenses associated with refurbishing the unit 
and transfer of the membership interest.

• The Cooperative has an option, but not an obligation, for a period of 60 days to 
purchase the Membership. 



TYPES OF HOUSING COOPERATIVES

• A market rate cooperative sells shares at full market value in the original sale 
and permits a market rate of return on re-sales by its members.

• A limited equity cooperative limits the return allowed when shares are sold. 
The amount of return is determined by a formula established in the 
corporation’s bylaws.

• A tiered pricing cooperative offers different payment options to home 
buyers. The more you pay down, the less the monthly cost is.



MN STATUTE 273.11 SUBD. 8



MN STATUTE 273.11 SUBD. 8

• A "limited equity cooperative" is a corporation organized under chapter 308A or 
308B, which has as its primary purpose the provision of housing and related services 
to its members which meets one of the following criteria with respect to the income 
of its members: (1) a minimum of 75 percent of members must have incomes at or 
less than 90 percent of area median income, (2) a minimum of 40 percent of members 
must have incomes at or less than 60 percent of area median income, or (3) a 
minimum of 20 percent of members must have incomes at or less than 50 percent of 
area median income. For purposes of this clause, "member income" shall mean the 
income of a member existing at the time the member acquires cooperative 
membership, and median income shall mean the St. Paul-Minneapolis metropolitan 
area median income as determined by the United States Department of Housing and 
Urban Development. It must also meet the following requirements:



MN STATUTE 273.11 SUBD. 8

• The articles of incorporation set the sale price of occupancy entitling cooperative shares or 
memberships at no more than a transfer value determined as provided in the articles. That value 
may not exceed the sum of the following:

• (1) the consideration paid for the membership or shares by the first occupant of the unit, as shown in the 
records of the corporation;

• (2) the fair market value, as shown in the records of the corporation, of any improvements to the real 
property that were installed at the sole expense of the member with the prior approval of the board of 
directors;

• (3) accumulated interest, or an inflation allowance not to exceed the greater of a ten percent annual 
noncompounded increase on the consideration paid for the membership or share by the first occupant of 
the unit, or the amount that would have been paid on that consideration if interest had been paid on it at the 
rate of the percentage increase in the revised Consumer Price Index for All Urban Consumers for the 
Minneapolis-St. Paul metropolitan area prepared by the United States Department of Labor, provided that the 
amount determined pursuant to this clause may not exceed $500 for each year or fraction of a year the 
membership or share was owned; plus



MN STATUTE 273.11 SUBD. 8

• (4) real property capital contributions shown in the records of the corporation to have been paid by 
the transferor member and previous holders of the same membership, or of separate memberships 
that had entitled occupancy to the unit of the member involved. These contributions include 
contributions to a corporate reserve account the use of which is restricted to real property 
improvements or acquisitions, contributions to the corporation which are used for real property 
improvements or acquisitions, and the amount of principal amortized by the corporation on its 
indebtedness due to the financing of real property acquisition or improvement or the averaging of 
principal paid by the corporation over the term of its real property-related indebtedness.

• (b) The articles of incorporation require that the board of directors limit the purchase price of stock or 
membership interests for new member-occupants or resident shareholders to an amount which does not 
exceed the transfer value for the membership or stock as defined in clause (a).

• (c) The articles of incorporation require that the total distribution out of capital to a member shall not exceed 
that transfer value.

• (d) The articles of incorporation require that upon liquidation of the corporation any assets remaining after 
retirement of corporate debts and distribution to members will be conveyed to a charitable organization 
described in section 501(c)(3) of the Internal Revenue Code or a public agency.



MN STATUTE 273.11 SUBD. 8

• For purposes of taxation, the assessor shall value a unit owned by a limited equity 
cooperative at the lesser of its market value or the value determined by capitalizing 
the net operating income of a comparable apartment operated on a rental basis at 
the capitalization rate used in valuing comparable buildings that are not limited 
equity cooperatives. If a cooperative fails to operate in accordance with the 
provisions of clauses (a) to (d), the property shall be subject to additional property 
taxes in the amount of the difference between the taxes determined in accordance 
with this subdivision for the last ten years that the property had been assessed 
pursuant to this subdivision and the amount that would have been paid if the 
provisions of this subdivision had not applied to it. The additional taxes, plus interest 
at the rate specified in section 549.09, shall be extended against the property on the 
tax list for the current year.

https://www.revisor.mn.gov/statutes/?id=549.09


THE BLOOMINGTON EXPERIENCE









BLOOMINGTON REALIFE







• Applewood Pointe of Bloomington

• Built 2004

• 2.5% Annual Appreciation



Applewood Southtown

Built 2009

2.5% Annual Appreciation



• Applewood ValleyWest

• Built 2015

• 2.0% Annual Appreciation



Applewood Lyndale Applewood Southtown Applewood Valleywest

Year Built 2004 2009 2015

Appreciation % 2.5% 2.5% 2.0%

Unit Size/Description 1255 SF / Braeburn 1255 SF / Braeburn 1255 SF / Braeburn

Initial Equity Value 200,800 232,175 261,040

Comparison Value

2004/05 200,800

2009/10 221,646 232,175

2015/16 257,041 262,685 261,040

2017 270,054 275,983 271,586

Assessment Values

2015 EMV 134,400 155,000

2016 EMV 168,300 195,600 220,800

2017 EMV 188,500 210,800 220,800

2017 EMV PSF $150 $168 $176



Applewood Lyndale Applewood Southtown Applewood Valleywest

Year Built 2004 2009 2015

Appreciation % 2.5% 2.5% 2.0%

Unit Size/Description 1255 SF / Braeburn 1255 SF / Braeburn 1255 SF / Braeburn

Initial Equity Value 200,800 232,175 261,040

Comparison Value

2004/05 200,800

2009/10 221,646 232,175

2015/16 257,041 262,685 261,040

2019 283,725 289,955 282,588

Assessment Values

2017 EMV 188,500 210,800 220,800

2018 EMV 188,300 211,200 220,600

2019 EMV 190,800 211,100 225,600

2018 EMV PSF $152 $168 $180







MINNESOTA HOMESTEAD CREDIT REFUND AND 
RENTER’S PROPERTY TAX REFUND

• Homeowners and Renters

• Principal place of residence

• New legislation in 2013 enhanced the program

• Two types available
1. Regular Property Tax Refund

• Property taxes versus your total household income

• Renter $61,320 Homeowner $113,150

2. Special Property Tax Refund
• Increase in taxes beyond State Set level – not income based.

• For 2018 to 2019: increase of 12% AND at least $100 increase.

The form required for filing for this refund is known as Form M1PR. Contact www.taxes.state.mn.us or 651-296-
4444 or 1-800-657-3676 or call your Assessor’s office for more information.



PROPERTY TAX REFUND



QUESTIONS, COMMENTS OR OTHERS 
OPINIONS WELCOMED!
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