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The growth of assisted living has sparked interest in developing or expanding affordable assisted living. Housing investors and developers need information on a menu of issues in order to determine whether a project is feasible and the adequacy of revenues to cover debt service and service costs. These issues include:

What is the source of coverage for services (Medicaid state plan, HCBS waiver, or state funds)?
State plan services are an entitlement and all beneficiaries who meet the service requirements must be served. Personal care is the most common service covered in assisted living facilities under the state plan but New York has bundled payments for personal care, home health and therapies. Massachusetts lists "Group Adult Foster Care" (assisted living) as an ambulatory service in the state plan. Maine, Missouri, and North Carolina also cover services under the state plan. Florida, South Carolina and Vermont have added assistive community care services as a state plan service since the last report. 

States that do not already cover personal care have been reluctant to add it in assisted living since services cannot be limited to one setting. However, CMS has recently clarified that states are able to limit who may provide personal care. South Carolina, for example, only allows licensed community residential care facilities, the state's licensing category that covers assisted living, to provide personal under the state plan. 

Medicaid Waiver services give state more flexibility to cover services that are not traditionally covered under Medicaid, services that have not been covered under the state plan, or services that have limits under the state plan. 

Is assisted living covered as part of a broad waiver or through an assisted living only waiver? 
Housing providers and lenders need to project revenues to determine the feasibility of each project. The rent up period and stable occupancy rate help them determine cash flow. States that include assisted living as one of a menu of services must always offer beneficiaries a choice of services. They cannot guarantee that applicants will choose assisted living although targeting can be done. States could focus on nursing home residents most of whom do not have families who can accept them or who need more services than are available in an independent apartment. 
Single service waivers are better able to assure availability of referrals as long as the number of providers contracting with Medicaid does not exceed the capacity of the waiver. 

Is there are waiting list for waiver services? How fast does it move? 
A significant obstacle to building affordable assisted living for Medicaid beneficiaries is the waiting list for waiver services. Facilities may be built with the expectation that waiver slots will be available when the building opens. If enrollment reaches the level approved for the waiver, or the funding available to support slots, providers must look elsewhere for referrals. Lenders may require that facilities establish a reserve that will cover lower occupancy in the event that Medicaid funds are not as available as projected. 


What are the financial eligibility criteria?
States have the option of covering different groups of beneficiaries under HCBS waiver -- people who categorically eligible, medically needy or eligible under the special income option (300% of the federal SSI payment standard). If multiple categories are used, is useful to know what the distribution of waiver participants is among them. This will determine the source and amount of income available to beneficiaries.

What is the state's policy toward room and board? 
The manner in which states set rates also varies. Some set a rate that includes room and board even though Medicaid does not cover these expenses. If the rate includes room and board, facilities are not able to negotiate that component of the cost with beneficiaries. States may set a rate that only applies to services which gives facilities the ability to determine how much to charge a beneficiary. Beneficiaries receiving SSI benefits have a fixed amount and in states that do not supplement the federal SSI payment, the amount that may be charged for room and board is limited. Beneficiaries eligible under the 300% option have income between the SSI level and 300% of the federal SSI benefit ($1,635 a month in 2002) and could be charged more for room and board. 
What is the timeframe for determining Medicaid eligibility? 


An additional issue is the process and time frame for determining Medicaid eligibility. Facilities need to know if services will be covered and the process for determining financial eligibility can take up to 45 days. Some states may wait to determine functional eligibility for waiver services until a financial determination has been made. Beneficiaries in the midst of a transition, especially those being discharged from a hospital, may be more likely to enter nursing home if their Medicaid status cannot be determined quickly. Eleven states report that they have a process for expediting eligibility determination: Colorado, Connecticut, Florida, Georgia, Idaho, Maryland, New Mexico, North Carolina, Oregon, Washington, and Wisconsin. 

States may have a process for expediting the financial determination or allow "presumptive eligibility," a process that assumes a person is eligible on the basis of preliminary information. If the decision is not verified, states do not receive federal reimbursement for expenditures made while the determination was pending. Six states reported that they have provisions for "presumptive eligibility," Georgia, Hawaii Nebraska, New Mexico, Oregon and Washington.

Are family members allowed to supplement the income of the resident by making payments directly to the facility? 
Many states allow family members to supplement the income of beneficiaries. This flexibility may allow relatives to contribute to the cost of services that are not covered by Medicaid. 

Is there a state supplement to the federal SSI payment? 
States may supplement the federal SSI payment that gives beneficiaries additional income to pay for room and board. 

What are the functional eligibility requirements for receiving services in an assisted living facility under an HCBS waiver? 

Several issues need to be considered dealing with functional eligibility. Facilities need to compare the admission/retention criteria described in the licensing regulations and compare those standards to the Medicaid nursing home admission criteria. Like all aspect of assisted living, nursing home level of care criteria vary widely from state to state. The generally combine medical and functional criteria with a few states relying solely on ADLs, many using a mix of medical and ADL measures and others that rely on medical criteria. States often set different criteria for skilled nursing care and intermediate care although all nursing homes are licensed as skilled nursing facilities. 

How do the admissions/retention and HCBS waiver criteria affect facilities using Low Income Housing Tax Credits? 
Low Income Housing Tax Credits are only available to residential buildings. The IRS sets requirements for residential settings and they do not classify buildings that offer continual or intermittent nursing services as residential. 

What is the payment methodology? 
States use one of five approaches to setting rates: flat rates, flat rates that vary by type of setting, care plan or fee-for-service, case mix, and tiered. Each approach has implications and incentives that need to be considered. 

What is the payment rate and rate history? 
Facilities need to understand the payment rate in relation to the level of care that will be required under an HCBS waiver. States with more medical level of care criteria will serve beneficiaries with higher needs and higher costs. Case mix, tiered and care plan based rates are more flexible and pay facilities in accordance with care needs. Flat rates create incentives to discharge residents whose needs exceed the amount of the payment. A related issue is how often rates increase, and the basis of the increase. 

What is the likely market for low-income residents? 
The market for assisted living depends on several factors. The size of the state's HCBS waiver and the number of slots that can be funded may be an indicator of there is a waiting list or how quickly it moves. States that are able to fund waiver services from a pooled appropriation (Oregon and Washington); who are able to transfer funds as people leave institutions (Texas, Vermont, and Wisconsin) have more flexibility to expand services. States that have waiting lists may not be able to accommodate new admissions. States that make a concerted effort to help nursing home residents re-locate to community settings have staff that will generate referrals to assisted living facilities. 

What is the supply of nursing home beds and the nursing home occupancy rate? 
The supply of nursing home beds per thousand people age 65 and older varies from 23.5 to 87.5. States with a high supply of beds and high occupancy rates may have greater potential to serve Medicaid beneficiaries than states with low supply and low occupancy rates. However, Oregon has a supply of 31.7 beds per thousand and an occupancy rate of 70% due in part to the availability of a broad array of service options, pooled funding for long term care services and a commitment to offer consumers a choice. 

Does the state have a program to help nursing home residents relocate to assisted living and community settings?
The Centers for Medicare and Medicaid Services has awarded 32 nursing home transition grants to state agencies and Independent Living Centers to work with nursing home residents who are able to move to the community. Other states developed relocation programs as part of their overall system. While most of the these efforts focus on people with Development Disabilities and Adult aged 22-64 with disabilities, assisted living has been a significant resources for states assisting older adults. Creating linkages between assisted living and relocation programs would facilitate the use of assisted living. 

How do local case managers view assisted living – as a residential, community option or a smaller institution? 
Like politics, all implementation is local. States may have a firm commitment to assisted living as a residential, home-like option that is consumer centered. Yet policy is implemented locally and once set, needs to be translated so that the people who talk with family members, assessment applicants and discuss service options present assisted living in a way that is consistent with the state's policy.
