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BREAKTHROUGH
IN ELDER CARE

n October 20, 1999, President Clinton
signed into law a measure that will usher
in a new era in healthcare. The measure—
Title V of PL 10¢ 74, which appropri-
ates funds for tne Department of
Housing and Urban Development (HUD) and
other federal agencies for fiscal 2000—links hous-
ing for the elderly with supportive services.

This legislation was the result of a year-long
etfort stemming from the Clinton administra-
tion’s budget proposal for a housing security plan
for the elderly, including an initiative to support
the creation of a continuum of care. Although
the act includes many provisions that would sig-
nificantly improve supportive services and help
meet the healthcare needs of low-income and frail
elderly, it does not include all th= provisions that
were part of an omnibus bill for elderly housing
(H.R. 202) that had been overwhelmingly passed
bv the House of Representatives the month
before.

This article will:

» Highlight some ¢’ ‘he important provisions
of the legislation as pass |

e Identify efforts under way to complete the
authorizing legislation this year

¢ Make observations on the importance of
these changes to faith-based organizations and
others who see elderly housing as essential to a
long-term care strategy to assist the elderly and
their caregivers

Mr. MeNickle is housing policy
divector, Amnievican Associ-
ation of Homes and Services
for the Aging (AAHSA),
Washington, DC.
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LINKING SUPPORTIVE
SERVICES WITH ELDERLY
Housing
Extraordinary efforts
have been made in
recent years to “re-
invent HUD”—that is,
restructure it in order to
restore, first, the depart-
ment’s capacity to
administer housing and
community develop-
ment programs, and,
second, public trust in
the department itself. It is perhaps symbolic of
HUD’s improved image and performance that
Congress last year appropriated $26.3 billion for
its FY2000 budget (October 1, 1999, through
September 30, 2000), an increase of $2.2 billion
over the previous year. In addition to increasing
HUD’s budget and funding provisions to protect
older residents from potential “opt-outs” (i.e.,
converting subsidized apartments to market-rate
housing on expiration of Section 8 contracts'), the
HUD appropriations bill also provided several sig-
nificant new tools that can be used to assist frail
and vulnerable elderly who are “aging in place” in
federally assisted housing for the elderly.’

During negotiations to resolve differences
between the House and Senate funding levels for
HUD, the conferees accepted as Title V several
provisions from H.R. 202. That bill had con-
tained resources to be used to assist the elderly.
Among them were:

e An expanded number of service coordinators

e New grants enabling the conversion of some
elderly housing units into assisted living units

e Section 8 rent subsidies for assisted living

e Establishment of a bipartisan commission on
elderly housing and healthcare

SEND US EXAMPLES
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Increasing the Number of Service Coordinators Service
coordinators help older persons gain access to
supportive services. Until recently, however, few
coordinators were funded for federally assisted
elderly housing facilities. The HUD FY2000
appropriation of $50 million for this purpose
thus represents an important recognition of the
emerging role of service coordinators in elderly
housing and long-term care strategies.

Of the $50 million, more than $15 million is
intended to extend existing contracts for service
coordinators and for the existing congregate
housing scrvice projects (CHSP). Under CHSP,
grants are provided to Section 202s* and public
housing facilities to hire service coordinators and
pay a portion of supportive services (40 percent
of costs for newer projects). Tenants pay 30 per-
cent of their adjusted income for shelter plus 10
percent of the cost of services. In addition to
those in the nation’s approximately 120 CHSP
facilities, service coordinators have been funded
in newer Section 202 elderly housing projects
using project rental subsidies (PRACs); project
reserve funds; limited set-aside funds from
Community Development Block Grants (CDBGs);
or nonfederal funding sources, such as state

SECTION

housing finance = gencies, local governments, or
foundations, and other private entities.

Although the $50 million will enable a signifi-
cant increase in the number of service coordina-
tors, other provisions of H.R. 202 (e.g., expand-
ing the role of the service coordinator, allowing
him or her to facilitate supportive services for
older persons residing in the surrounding neigh-
borhood) were not enacted. Efforts are now
under way in Congre:; to increase funding for
coordinators, expand th 'r role, and make it pos-
sible for facilities to rov ely include the cost of
coordinators in theirop.  ng budgets.

Converting Elderly Housing to . sisted Living In housing
for the elderly, the average age of residents aging
in place is increasing dramatically as they try to
delay or deter moving to places that provide a
higher level of care and services. As people age,
they tend to have increased needs for assistance
with activities of daily living (ADL), such as
bathing, cating or dressing; or with instrumental
activities of daily living (IADL), such as preparing
meals, shopping, managing money, doing house-
work, and taking medications. An estimated 20
to 30 percent of people living in federally assisted
housing for the elderly are at risk of moving to a

HUD FUNDING FOR SELECT HOUSING

Appropriations Appropriations Budget Request
Program FY1999 FY2000 FY2001
Section 202 Elderly Housing $660 million $610 million? $629 million
Congregate Housing Services Program $7 milliona Sufficient Fundse© $9.5 million®
Service Coordinators $13 million $50 million® $40.5 million
Assisted Living Conversion 0 $50 million $50 million
Assisted Living Production 0 0 $50 million'
Section 8 Rent Subsidy $9.6 billion $10.64 billiond $13.010 billiond

ly to renew expiring contracts.

sion of Section 202 units to assisted living.

nator and congregate services grants . .. ."

a. CHSP and service coordinators amounts are totaled as a set-aside under CDBG's program for supportive services, primari-
b. HUD proposed in its budget request a continuum of care for the elderly with new production, assisted living modernization,
and elderly housing service coordinators to be funded by the Section 202 program. As enacted, $710 million was appropri-
ated for Section 202 with $50 million set aside for the expanded service coordinator program and $50 million for conver-

c. The conference report directs HUD to use “sufficient funds within the [CDBG] program to renew all expiring service coordi-

d. Section 8 subsidies can be used for the shelter portion of assisted living.
e. There is $50 million set aside under Section 202 for existing CHSP contracts and an expanded service coordinator program.

HUD proposes a $50 million set-aside under Section 202 for five-year operating subsidies linked with Section 232 FHA
insurance for 1,500 new affordable assisted living units.
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nursing home or a place that provides a higher
level of care.

In response, some housing facilities for the
elderly have begun to provide or facilitate an
increased level of services or personal care that, in
some states, is called “assisted living.” Although
it has many definitions, “assisted living” for fed-
eral purposes is a licensed facility that makes two
meals a day, 24-hour oversight, and personal care
available to frail elderly residents (see Box).

In the past, many federally assisted elderly
housing facilities were designed primarily for
“independent living.” As a result, they often lack
sufficient common space and other physical quali-
ties needed to accommodate frail residents. These
facilities will need to retrofit or make structural
changes, including the conversion of some hous-
ing units to assisted living,.

Although the HUD appropriations act autho-
rizes “such funds as may be necessary™ and
extends current and future eligibility for conver-
sion to a number of federally assisted housing
programs (Sections 202, 236, and 221), actual
funding was made available during FY2000 only
to existing Section 202 facilities. Specifically, out

46 m MAY - JUNE 2000

DEFINING THE TERMS

SECTION

of the total $710 million appropriated for the
Section 202 program, $50 million was earmarked
to be available as grants “for the costs of convert-
ing existing section 202 projects to assisted living
facilities.”

The act provides specific guidance on the use
of the funds. Ir defines “assisted living” (as in the
Section 232 mortgage insurance program),
describes the types of repairs and conversion
intended, defines eligible projects, and denotes
the application and selection criteria. According
to these guidelines, projects should:

e Provide facilities that are needed (or are
expected to be needed) by the categories of
elderly persons that the assisted living facility is
intended to serve, with a special emphasis on very
low-income elderly persons who need assistance
with activities of daily living

¢ Demonstrate a strong commitment to pro-
moting the autonomy and independence that an
assisted living facility is intended to serve

e Provide services in such areas as meals, 24-
hour staffing, and on-site healthcare

Although the funds can be used to convert

select housing facilities for the elderly to assisted
living, the act makes it clear that they are for
physical structure use, not to pay the costs of
supportive services. The act says specifically that
“the Secretary (HUD) may not make a grant . . .
for conversion activities unless the application
contains sufficient evidence . . . of firm commit-
ments for the funding of services to be provided
in the assisted living facility, which may be pro-
vided by a third party.” The act implies, but does
not specify, that a primary source of the funding
services will be through Medicaid waivers (see
Box, p. 48).
Using Section 8 Subsidies for Assisted Living There has
been a dramatic increase in the development of
facilities for the clderly in recent years, particular-
ly in the for-profit sector, which markets a wide
range of facility types as “assisted living.”
Although many older consumers want assisted
living—because it provides an attractive alterna-
tive to nursing homes—those with moderate and
low incomes often cannot afford it. Costs typical-
ly range from $2,000 to $4,000 a month. To
help low-income elderly people obtain affordable
assisted living, the HUD FY2000 Appropriations
Act says that Section 8 rental assistance may be
used to pay the shelter costs of assisted living.

The act specifies that the Section 8 rent subsidy
may be used either as a project-based rent subsidy
or as a rent voucher for the tenant. In either case,
the subsidy is only for the shelter portion of the
costs, not for any charges attributed to services
related to assisted living. The project-based sub-
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sidy is targeted to those multifamily facilities in
which one or more dwelling units have been con-
verted to assisted living. For vouchers, the act
specifies that the local public housing agency
(which administers Section 8 contracts) may
“make assistance payments on behalf of a family
that uses an assisted living facility as a principal
place of residence and that uses such supportive
services made available in the facility as the agency
may require (but) . . . not for any portion of the
cost of residing in such facility that is attributable
to services related to assisted living.” Older per-
sons having a Section 8 voucher or residing in a
federally assisted elderly housing facility that has
converted units to assisted living would therefore
pay only 30 percent of their adjusted income for
rent (this may include utilities), plus additional
fees for portions of the service costs.

Establishing a Housing-Healthcare Commission In intro-
ducing H.R. 202, Rep. Rick Lazio, R-NY, called
for the establishment of a bipartisan congression-
al commission that would examine the many
crosscutting national policy issues affected by dra-
matic increases in the elderly population.
Especially needed, he said, was the development
of “comprehensive aging-in-place strategies that
link affordable shelter with compassionate ser-
vices through public-private partnership.” The
House banking committee, in justifying the com-
mission’s creation, said that “in a climate of limit-
ed government resources, it may be useful to
bring private and governmental sectors together
so that elderly capital needs . . . may be properly
defined and appropriate, workable responses are
developed.™

The HUD FY2000 Appropriations Act pro-
vides $500,000 for the establishment of the
Commission on Affordable Housing and
Healthcare Facility Needs in the 21st Century.
The commission is to, first, provide an estimate
of the future needs of seniors for affordable hous-
ing and assisted living and healthcare facilities;
and, second, identify methods of encouraging
private sector participation and investment in
affordable housing, and other matters relating to
housing the elderly (see Box, p. 48).

The commission, made up of 14 members
(including two co-chairs), will be appointed by the
leaders of the House and Senate banking and
appropriations committees. The commission’s
report is due to Congress by December 31, 2001
(although a six-month extension is likely). To pre-
pare its report, the commission will conduct hear-
ings; collaborate with various federal, state and
local agencies; mobilize resources; and solicit rec-
ommendations. CHA, AAHSA, and other organi-
zations will collaborate through the Elderly
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Housing Coalition® to submit a white paper with
recommendations to the commission (see “Toward
a National Continuum of Care,” pp. 34-39).

THE SCENE SHIFTS TO THE SENATE
On March 17 of this vear, HUD published
guidelines to implement portions of the Clinton
administration’s Continuum of Care for the
Elderly Initiative that were enacted in 1999.7 The
next step will be for the Senate to pass a compan-
ion bill to H.R. 202. It seems likely that Senators
Rick Santorum, R-PA, and John Kerry, D-MA,
will jointly introduce an omnibus elderly housing
bill focused primarily on those provisions of the
act passed by the House that were not enacted as
part of the HUD FY2000 Appropriations Act.
Once the Senate has acted, a conference com-
mittee will resolve differences between the House
and Senate bills. Then a compromise bill will be
sent to the White House for anticipated enact-
ment by early fall. Since this is an election year,
with a number of recesses and an early adjourn-
ment scheduled, there are limited days for consid-
ering legislation bevond basic bills and the
required 13 annual appropriations bills, including
the VA-HUD and Independent Agencies
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FY2001 Appropriations Bill. Therefore, the
Senate banking committee will likely prefer a
streamlined bill that focuses on basic provisions
and will defer until next year more complex
reforms, such as the debt forgiveness of the feder-
al mortgage by Section 202 facilities (i.c., the
conversion to the capital advance with a PRAC).
In addition, the administration has included as

part of its proposed FY2001 budget a number of
provisions that would build on the successes of

the elderly housing legislation enacted last year.

SECTION

The proposed funding for the elderly continuum-
of-care initiative is $779 million, a $69 million
increase over last year. This includes $629 million
for Section 202 development, including proposed
increased flexibility to leverage Section 202 funds
with other financing (such as low-income hous-
ing tax credits).

The proposed budget includes three set-asides
with Section 202 funds:

e Service Coordinators Fifty million dollars
would be used, first, to expand the service coor-

MEDICAID AS A FINANCING SOURCE FOR ASSISTED LIVING SERVICES

States use Medicaid in one of three
ways to pay for services in assisted liv-
ing, residential care, or personal care
homes:

® Medicaid state plan

e« Home and community-based ser-
vices (HCBS) waiver

® Section 1115 waiver

Medicaid does not cover the cost of
room and board except in nursing
homes and hospitals.

Medicaid State Plan States describe in
their plans the range of services, includ-
ing home health and personal care, to
which eligible recipients are entitled.
Six states (Arkansas, Maine, Massa-
chusetts, Missouri, New York and North
Carolina) provide reimbursement for
assisted living/residential care under
state plans.

HCBS Waiver A state can also apply to
the federal government for an HCBS
waiver [Section 1915(c)] to extend
Medicaid services not covered under
the state plan to specific groups of per-
sons, such as the elderly. With ap-
proval from the Health Care Financing
Administration (HCFA), a state creates
its own package of home and commu-
nity-based services for people who
would otherwise be in an institution
without the provision of the “waivered”
services.

To be eligible to receive services
under a Medicaid HCBS waiver, the per-
son must be:

» Sixty-five years of age or older

» Certified as needing the level of
care provided in a nursing home

® Within the income eligibility criteria

set by the state; this may be as much
as 300 percent of the Supplemental
Security Income requirement. Twenty-
nine states use HCBS waivers to fund
assisted living, residential care, person-
al care homes, foster care and/or adult
homes. Those states are Alaska, Arkan-
sas, Colorado, Connecticut, Delaware,
Florida, Georgia, Hawaii, Idaho, lllinois,
lowa, Kansas, Maryland, Massa-
chusetts, Minnesota, Montana, Nebras-
ka, Nevada, New Jersey, New Mexico,
North Dakota, Oregon, Rhode [sland,
South Dakota, Texas, Vermont (model
waiver), Virginia, Washington, and
Wisconsin.

Section 1115 A state can also apply to
HCFA to implement major reforms to
the state's Medicaid program under
Section 1115. Arizona uses its 1115
managed care waiver to fund assisted
living. (Adapted from an AAHSA assist-
ed living fact sheet, which can be found
at www.aahsa.org.)

Te Commission oN HousiNG AND
HEALTHCARE

HUD's Commission on Affordable
Housing and Healthcare Facility Needs
in the 21st Century will:

e Compile and interpret information
regarding the expected increase in the
population of persons 62 years of age
or older, particularly information regard-
ing distribution of income levels, home-
ownership and home equity rates, and
the degree or extent of health and inde-
pendence of living

# Provide an estimate of the future
needs of seniors for affordable housing

and assisted living and healtheare facil-
ities

* Provide a comparison of the esti-
mate of such future needs with an esti-
mate of the housing and facilities
expected to be provided under existing
public programs; and identify possible
actions or initiatives that may assist in
providing affordable housing and assist-
ed living and healthcare facilities 1o
meet such expected needs

e [dentify and analyze methods of
encouraging increased private sectar
participation, investment, and capital
formation in affordable housing and
assisted living and healthcare facilities
for seniors through partnerships
between public and private entities and
other creative strategies

® Analyze the costs and benefits of
comprehensive aging-in-place strate-
gies, taking into consideration physical
and mental well-being and the impor-
tance of coordination between shelter
and supportive services

e [dentify and analyze methods of
promoting a more comprehensive
approach to dealing with housing and
supportive service issues involved in
aging and the multiple governmental
agencies involved in such issues,
including HUD and HHS

® Examine how to establish intergenera-
tional learning and care centers and living
arrangements, in particular to facilitate
appropriate environments for families con-
sisting only of children and a grandparent
or grandparents who are the heads of the
household. (Adapted from Section 525 (b)
of HUD FY2000 Appropriations.)
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dinator program so that it would serve residents
of HUD-assisted elderly housing, as well as other
elderly living in the project’s surrounding neigh-
borhood; and, second, to extend existing CHSP
contracts.

e Conversion to Assisted Living Another $50
million, in competitive grants, would be used to
convert all or part of existing Section 202 facili-
ties into assisted living facilities. HUD will
require projects that convert to assisted living to
agree to a number of conditions, including
putting a tight cap on operating expenses and
HUD subsidies, using Medicaid home and com-
munity-based services or personal care services for
Medicaid-eligible residents and accessible services
for non-Medicaid eligible residents through local
and community service providers, and providing
residents with at least two meals per day and 24-
hour staffing,.

o Production of Affordable Assisted Living
Another $50 million would be used for five-vear
operating subsidies to produce new affordable
assisted living facilities, thereby building on last
year’s initiative. The subsidy funding would be
linked to the Section 232 Federal Housing
Administration (FHA) mortgage insurance pro-
gram and limited to 20 percent of the facility’s
units.

THE RoLe oF FAITH-BASED ORGANIZATIONS
A quiet revolution, bringing dramatic changes, is
taking place in elderly housing and long-term

care. As noted in a Time cover article, some of

these changes are responses to a dramatic increase
in the elderly population—particularly those peo-
ple, aged 85 or older, who are likely to require
increased level of services as they grow older.*

Aging baby-boomers, awakening to their
emerging role as caregivers of their elders and try-
ing to prepare for their own retirement, seek new
living arrangements as well. And program admin-
istrators and public policy makers—concerned
about critical shortages of affordable housing, on
one hand, and escalating healthcare and long-
term care costs, on the other—are also respond-
ing to the “graying of America.”

Ironically, it was concern about proposed cuts
and block-granting of the highly successful
Section 202 elderly housing program that led
Congress several years ago to require from HUD,
first, a study of the state of elderly housing and,
following that, a comprehensive housing security
plan for the elderly.” The report documented sev-
eral elderly housing requirements, including:

e Adequacy of physical structure

e Affordability (1.5 million of the elderly have
“worst case” housing needs, i.e., paying more
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that 50 percent of their of income on shelter)

s Accessibility (i.e., housing appropriate for the
physical limitations of the elderly)

e Appropriateness (i.e., housing that meets the
special service needs of elderly people aging-in-
place).

Many of the recommendations of the HUD
study were incorporated into the administration’s
FY2000 budget, including the Continuum of
Care for the Elderly Initative. Under this initia-
tive, the administration is seeking to expand the
types of housing options available for older
Americans, including affordable assisted living.
Much of the Continuum of Care initiative be-
came part of H.R. 202, some of which was enact-
ed as part of the HUD FY2000 Appropriations
Act.

Key to the Continuum of Care initiative is
effectively linking housing, supportive services,
and healthcare. It is essential to develop effective
collaboration berween the various public and pri-
vate agencies involved with housing, services, and
healthcare at federal, state, and local levels. As
HUD Secretary Andrew Cuomo wrote in a
recent letter announcing the Continuum of Care
initiative to Donna Shalala, secretary of the
Department of Health and Human Services
(HHS): “For the first time in HUD’s history, a
formal linking of housing and services for our frail
elderly has been stated unequivocally.”® But, he
added, “for such a continuum to truly be estab-
lished, we need the active involvement of the
Department of Health and Human Services, par-
ticularly the Health Care Financing Admini-
stration and the Administration on Aging.”

THE CO-LOCATION APPROACH

TO SENIOR HOUSING

Supportive
Housing

Senior Center

MAY - JUNE 2000 m 49




SPECIAL

For CHA, AAHSA, and other organizations
seeking a holistic approach to the well-being of
the elderly, there are tremendous opportunities in
the Continuum of Care initiative. At the national
level, effective collaboration between HUD,
HHS and other agencies will be necessary to
develop integrated policies and forge partner-
ships. At the state level, such partnerships will in
turn result in shared incentives to develop cost-
effective strategies to reduce healthcare and long-
term care costs through alternatives to institu-
tional care. However, it is ultimately at the local
level that these programs must come together to
meet the needs of older persons.

One approach to promoting collaboration
among a host of local public and private housing,
services, and healthcare organizations is co-loca-
tion (sece Box, p. 49). In one example of this
approach, a multiservice senior center—which
may be operated by either local government or a
private organization—is located next to senior
housing (e.g., a Section 202 facility sponsored by
a faith-based organization). The senior center
could provide space (either rented, donated, or
sold as a condominium) to various community
agencies (e.g., a healthcare clinic, child or adult
day care site, or a nutrition site funded by the
Older American Act), which would then provide
services both to residents in the senior housing
and to older persons in the surrounding neigh-
borhood.

In a similar way, an assisted living or nursing
facility could be co-located near—or perhaps adja-
cent to, or even as a wing of—a housing facility or
senior center. In a co-located situation, funding,
staffing, licensing, and other administrative duties
would be the responsibility of the respective
organizations. Although they would remain sepa-
rate, these organizations would share space and
administrative costs. And they would all benefit
from being able to reach large numbers of older
persons. A number of communities are beginning
to develop this modular way of co-locating senior
housing with senior centers as an approach to
working toward an affordable continuum of care
for the elderly.

The members of CHA, AAHSA, and related
organizations have long recognized the critical
role that housing plays as part of a place-based
strategy for addressing the supportive services
and healthcare needs of frail elderly. Although
such groups have shown creative leadership in
developing exemplary models for integrating
affordable housing with a wide range of support-
ive services and healthcare, their attempts to
develop and replicate those models have been
thwarted by the fragmentation of the existing
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One approach
to promoting
collaboration
among a host
of local public
and private
housing,
services, and
healthcare
organizations

1s co-location.

administrative system. But now, with the estab-
lishment of the Commission on Affordable
Housing and Healthcare Facility Needs in the
21st Century, there is a timely forum in which
participants can identify barriers in existing
national policies and programs and recommend
changes to foster an affordable continuum of
care,

In discussing the commission and the emerging
role of elderly housing in healthcare and long-
term care strategies, Lazio has said, “It is impor-
tant to recognize that housing is an integral part
of our solution to problems of how to effectively
provide long-term care in residential settings; in
fact, it is the ‘where’ in long-term care.
Furthermore, integration of supportive services in
this setting is the key to prolonged wellness and,
therefore, the ultimate cost-effectiveness of senior
housing programs.”™"! The housing legislation
enacted last year will usher in a new era of sup-
portive services linked with elderly housing. CHA
and other faith-based organizations have an
opportunity—indeed they have a responsibility—to
play an active role in these dynamic changes. o
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1. Section 8 is a federal program that gives monthly
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ive housing for the elderly.
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for the elderly. For more information, contact the
Elderly Housing Coalition, c/o AAHSA, 901 E Street,
NW, Suite 500, Washington, DC, 20004,
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Living Conversion Program (ALCP) for Section 202
Projects,” Federal Register, Part Ill, March 17, 2000,
pp. 14,694-14,705; and Part IV, pp. 14,708-14,714
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8. “Taking Care of Qur Parents: The New Alternatives to
Nursing Homes,” Time, August 31, 1999.

9. Department of Housing and Urban Affairs, “The Chal
lenge of Housing Security: Report to Congress on the
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Washington, DC, 1999, available at www.huduser.org/
publications/hsgspec/housec.html

10. Andrew Cuomo to Donna Shalala, October 8, 1999.
11. Cuomo to Shalala.
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