RHarper Consulting Update

Repositioning—Event or Process

2011 was not a great year for most providers in the
senior housing industry. New project starts are virtu-
ally non-existent, and the number of communities un-
dertaking major repositioning has fallen dramatical- Roger Harper
ly. While the lack of new project starts is understand- Principal of
able, the lack of new repositioning efforts concerns RHarper
me. Consulting Group,
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Many providers appear to take a short-sighted ap- di\éf]'solf’l?nzm

proach to repositioning, treating it as an event rather services to the
than a continuous process. Continuing-care retire- senior housing
ment communities (“CCRCs”) often hold themselves industry.
back from necessary repositioning, often due to this
faulty reasoning:
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the provider’s services to residents may not
measure up to those provided by the competi-
tion. Don’t wait until you start to lose residents
before beginning the repositioning process — at
that point, is very costly and places your com-
munity at risk.

e Lack of viable strategic planning - In the
past, the senior housing business seemed to
change very little, and what market shifts we
saw were easily anticipated and addressed. In
today’s environment, though, the velocity of
change has increased tremendously and many
communities are locked into outdated and inef-
fective strategic visions. We only have to look at
the effects changes in health care reimburse-
ment are having on skilled nursing facilities to
get an idea of how rapidly - and drastically -
change is occurring. How many CCRCs that
are currently in the midst of repositionings that
were planned in 2006-2007 and targeted at the
luxury, high-end market are now wishing they
had focused more on affordability and value?
Those are the overriding demands from todays
senior market, not amenities and concierge ser-
vices.

e The Big Project Syndrome - The industry
has touted and publicized the mega-dollar repo-
sitioning projects, spoken about them at confer-
ences, won design awards for them, and pub-
lished tombstone announcements in the finan-
cial press. This has left the impression in the
industry that a repositioning must have huge
scale to be effective. Many smaller projects
currently underway are implementing well-
thought-out strategic visions one small phase at
a time.

How should CCRCs be approaching strategic planning
and repositioning today? Let's look at some best prac-
tice:

¢ Make strategic planning and repositioning a
continuous process and singular event once per
decade. Having a constant finger on the pulse
of the market, listening to our trade organiza-
tions about future legislative and regulatory im-
pacts, and closely monitoring what your compe-
tition and fellow operators are doing in similar
markets is essential. Overlaying this infor-
mation on your current strategic plan and as-
sessing changes to that vision requires a con-
stant level of diligence.

e Phasing - Every CCRC is capital-
constrained, particularly in today’s market. Too
many CCRCs feel that if they can't do every-
thing, then they won't do anything. Determining
how a strategic vision can be parsed into small-
er phases consistent with available resources is
the "art of the deal" today.

e Engage experienced professionals who will
offer objective counsel regarding planning, fi-
nancing, design, and construction. Further, in-
sist that the development and planning process
be interactive and engage all stakeholders, in-
cluding your Board, and operations and market-
ing staffs. No one knows your business as well
as you.

The environment for our CCRC projects faces some
tremendous opportunities and challenges. We face
the challenges every day, but the greatest opportunity
is that today’s capital markets have shut off the supply
of new projects. While our prospects have been jilted
and scared by the housing and investment markets,
many are returning and seriously considering their op-
tions. Rest assured that those prospects are expect-
ing you to meet today’s standards, not those of five
years ago.
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