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I.   PURPOSE:

The purpose of this Notice is to describe how Section 202 projects

currently in management can be used, through existing policies, to extend

a higher level of supportive and other services to very frail elderly

residents (or people with disabilities) who may need them to remain

independently in their own home.  The intent is to clearly describe the

policies which may encourage a higher level of supportive services than

may be available in a typical Section 202 project, but not necessarily

sufficient to qualify as an "Assisted Living Facility" (ALF).  An ALF is

characterized by 24-hour oversight, and a more regular and consistent

pattern of meals and services than normally found in supportive housing.

Herein, the Office of Housing addresses assisted living activities

for Section 202-202/8-202/PRAC projects in management.  Note that

202/PRAC projects in development may propose and encompass features of

assisted living in their initial applications subject to HUD approval,

but projects at either the application stage or in development are NOT

addressed by this Notice.
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As a reminder, owner/borrowers of Section 202 projects are already

required to provide applicants and residents with disabilities with

reasonable accommodations that are needed to enable those individuals to

make effective use of the Section 202 program.  Such accommodations may

include, but are not limited to, supportive services or other

modifications described in this Notice.

II.  AUTHORITY:

Authority is contained in Section 202(f)(6) and 202(g) of the Housing

Act of 1959 (as amended).  This Notice is also consistent with the

requirements of Section 504 of the Rehabilitation Act of 1973 and its

implementing regulations at 24 CFR Part 8; and the Fair Housing Act and

its implementing regulations at 24 CFR Part 100.

III.      BACKGROUND:

A.  Aging in Place:

    The approximately 330,000 residents of the 6,200

     Section 202 projects are aging in place.  Over the

     years the average age of the elderly in Section 202

     projects has risen and continues to so do.  As of

     the date of this writing, the approximate average

     age among Section 202 residents is 80; about 90

     percent (90%) are women living alone.  The majority

     of these either have outlived their spouse/closest

     friends and/or do not have family remaining nearby

     or in the vicinity of the project.

B.  Supportive Service Needs:

    In the House Select Committee on Aging Section 202

     survey of 1988, about 26 percent (26%) of Section

     202 projects provide one or more meals a day for

     their residents.  Some seven percent (7%) have a

     voluntary meals program funded through the

     Administration on Aging's Title III congregate

     meals or home-delivered meals programs.

     Additionally, approximately 28 percent (28%)

     provide meals, housekeeping services or both.

     Finally, 42 projects are grantees providing

     supportive services under HUD's Congregate Housing

     Services Program.
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    The Section 202 resident population continues to age

     with the average age upon admission to the project

     in many cases in the upper 70s; we have anecdotes

     of projects with admissions averaging in the low-to-mid80s.

     Thus, management must find ways in

     which projects can accommodate the needs of their

     residents so that they can remain at home as long

     as possible, and avoid premature and unnecessary

     institutionalization.

    The Office of Housing estimates HUD has provided

     service coordinator grants in about 20 percent

     (20%) of all 202s.  Perhaps another 30-50 percent

     (30-50%) have coordinators funded through rent

     increases, use of residual receipts, or as a line

     item in the operating budgets.  The general use of

     service coordinators, coupled with more frequent

     arrangements for Supportive services through third

     parties continues to expand throughout the

     inventory.  The need for service level increases

     continues to grow to enable disabled or frail

     individuals to remain in their own homes, as they

     "age" from "young-old" to "old-old" (i.e., 80-84 or

     85+).

    Additionally, use of home-based waivers under

     Medicaid (Title XIX of the Social Security Act) (in

     which services (units) can be assigned to the

     immediate geographic locality or to the project

     itself], is expanding.  Finally, managed care's

     expansion into elderly services may provide more

     options to a broader spectrum of frail and disabled

     individuals.

C.   Assisted Living vs. Supportive Housing:

    Section 232(a)(b) of the National Housing Act

     defines Assisted Living Facilities (ALFS) for

     mortgage insurance purposes under the Section 232

     program.

    Neither the statute nor the regulations do so in the

     Section 202 program.  Nationally, a few projects in

     management have been approved by HUD for partial

     conversion for Assisted Living Activities (ALAS) on

     a case-by-case-basis (in e.g., Colorado, Kentucky,

     Massachusetts and Tennessee).  Generally, existing

     policies do not prohibit any Section 202 project

     from being used to support ALAs - for the frail

     elderly and persons with disabilities.
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    In order to establish a common framework, the

     following chart (see Section D) compares and

     contrasts the main features of ALFs and HUD

     supportive housing.  Then, a succeeding chart

     adapts ALF concepts to ALAs for supportive housing

     in the 202 management context.  This context is

     based upon existing notice and handbook policy.

     Herein, we show how existing policy can be used in

     the context of ALAs.

    NOTE:    This Notice is NOT intended to encourage

             full conversion of Section 202 projects to

             ALFS.  Full conversion is subject to the

             regulations at 24 CFR 232.

D.   Comparison: Traditional Assisted Living vs. - Supportive

Housing

          ALF                           Supportive Housing

-    efficiency style units           - efficiency or 1-BR

     many w/o kitchenettes              units with kitchens

-    facilities are licensed          - licensing is not

     by the State                            required

-    most provide continuous          - most do not provide

     protective oversight (24           continuous oversight

     hour availability)

-    owner/management provides        - owner/manager coor-

     all supportive services            dinates some/all

                                        supportive services

                                        from third parties

-    provides a full range of         -may make available a

     meals and supportive               range of supportive

     services                           services including

                                        meals

-    may provide some medical         -generally do not provide

     services                           medical services
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-    market rate tenants who          - subsidized tenants

     may pay rent and pay for           who pay only a

     services in full (some             portion of rent and

     States are working on              may only pay a portion

     demonstration projects to          of services costs

     find alternative ways to

     pay/subsidize care in

     assisted living facilities)

E.   Assisted Living and Section 202:

    The following points translate Section D, above,

     into ALAs for Section 202, 202/8, and 202/PRAC

     housing projects.

    1.    Facility Arrangement:

     -    Units:    Sponsor/owner/borrowers may

               designate individual units throughout the

               building for ALAS, depending on where the

               frailest residents live.

               Designation of such units may change as

               residents move in and out.

               Units should be designated in the most

               integrated manner possible to ensure that

               residents served are not segregated

               within the facility.

    -     Floors: Projects may designate a floor or

                  more for ALAs if management can

                  clearly establish that providing such

                  separate housing to frail residents

                  and those with disabilities in this

                  manner is necessary to provide such

                  residents "with housing, aid,

                  benefits, or services that are as

                  effective as that provided to

                  others." (See 24 CFR 8.4(b)(1)(IV)).

    -     Type of Units: Efficiency or 1-BR units, with

                       kitchens(except in older "SH"

                       projects, which may not have

                       kitchens or kitchenettes).

                        6

    2.    Licensing:     The portions of the project

                    designated for ALAs may need

                    licensure as housing, by State and/or

                    local bodies.

         NOTE:    It is the owner/borrower/ agent's

                  responsibility to work with

                  appropriate state and local agencies

                  to determine any need for licensure,

                  which cannot be as a care facility.

     3.  Services:

         (a) Supportive Services:  The owner may provide

                                   with non-HUD funds,

                                   coordinate or make

                                   available meals and

                                   other supportive

                                   services provided by

                                   third party entities.

         (b) Medical Services:     The owner/manager may

                                   make medical services

                                   available from third

                                   parties.

     4.  Residents: Residents may pay some or all of the

                    costs of services received.

     5.  Occupancy:      One eligible individual or

         married

                    couple per unit.

                    (An exception to this is if an

                    occupant requests a live-in aide as

                    a reasonable accommodation.  A

                    family member or a hired aide may

                    also occupy the unit during the

                    period a live-in aide is needed.)

IV.  HOW ASSISTED LIVING ACTIVITIES (ALAS) WORK IN SECTION 202

PROJECTS IN MANAGEMENT

A.  Participation in ALAs by Project Residents:

The participation of project residents in any Section 202 ALA

effort is completely voluntary.
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However, management may recommend, but NOT mandate to a

resident that h/she move "up" to assisted living or have their

unit used for ALAS.  In either case, it is the resident's

decision on whether or not h/she should stay in their current

unit, move "up" or move out.  Such a decision by the resident

may consider the benefits of needing and receiving assisted

living services (subsidized and/or user-pay), and h/her ability

to continue to meet lease provisions without a higher level of

services.

B.   Eligible Retrofit and Renovation with HUD Funds for Assisted

Living in a Section 202:

Normally, necessary retrofit/renovation can be comparatively

inexpensive (under $40,000 or so).  Such may include a

monitoring station (if necessary), and storage areas.  A small

congregate dining facility and a central kitchen (if not

already present in the project) may also be proposed.

Normally, however, third party funds are needed, especially for

dining facilities and kitchens (unless the project has an

unusual amount of available residual receipts or Reserve for

Replacement funds).  Vacant units may be deprogrammed for use

as common or other space needs with approval of the local HUD

office.

Units, halls (and floors) being retrofitted for accessibility,

and modifications necessary for licensure as housing (if

appropriate), must be consistent with local standards Section

504 of the Rehabilitation Act of 1974 and the Americans with

Disabilities Act.

NOTE:     Existing kitchens may not be removed or

          "downsized" to kitchenettes or wall units.

          However, management may turn off the stove and

          provide a counter-top microwave oven, where

          needed, e.g., for safety reasons.

C.   Funding for Retrofit/renovation:

The following options are recommended in priority order:
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1.  Obtaining Grants/Third Party Resources:

    Owner/borrowers and management agents are encouraged

     to seek out cash grants, in-kind resource support,

     or donations from State and local government,

     private foundations or corporations, to fund some

     or all the retrofit or renovation for ALAS.

2.   Borrowing Funds:

    Owner/borrowers may choose to obtain a loan from a

     lending institution for the purpose of funding some

     or all work related to retrofit/renovation for

     ALAS.  Such loans may include secondary financing,

     consistent with existing procedures (see Notice H-95-38 ,

     "Secondary Financing by Public Bodies for

     Section 202 and 811 Projects").  Repayment of this

     loan may come from residual receipts or any third

     party source with HUD approval.  Remember that a

     rent increase cannot be used to support the loan

     and the loan can not jeopardize the project or any

     other service or services which the property has

     agreed to provide.

    Loans obtained for this purpose may not be secured

     by the property or by the subsidy contract.

3.  Using the Residual Receipts Account:

    Owner/borrowers may request the release of funds

     from the residual receipts account for the purpose

     of funding some or all work related to retrofit/

     renovation for, ALAS.  Working in partnership with

     owners, HUD will review the request, considering

     condition of the buildings) and current or

     projected needs for the funds.  If the residual

     receipts requested are not required to maintain the

     habitability of units or other projected building

     needs, approval for ALAs will be granted.

    Each project must maintain a minimum of $500/unit in

     the residual receipts account.
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    4.    Borrowing from the Reserve for Replacement

     Account:

    -     202 or 202/8 projects: Owners of Section 202

          or 202/8 projects who must maintain a Reserve

          for Replacement Account, per Handbook 4350.1 

          REV-1, Chapter 4, "Reserve Fund for

          Replacements," may request HUD approval of

          funds to be borrowed from this account for

          funding some or all work related to

          retrofit/renovation for ALAs.  The

          owner/borrower may borrow from the account

          consistent with Handbook 4350.1, Chapter 4-11.

          HUD recommends that owners retain at least

          $1,000 per unit, for required repairs and

          replacements.

    Any amounts borrowed from the Reserve for

          Replacement Account should be limited by

          anticipated repair/replacement needs of the

          project, based upon personal knowledge,

          inspection reports, and evaluations.  Owner/

          borrowers should be able to project how much

          money will be needed at specific points in the

          future.

    Field office staff should use sound business

          judgment in working with the owner/borrower on

          possible use of such funds.

    If an owner/borrower chooses to utilize this method

          of financing for ALA retrofit/ renovation, he

          or she must submit a scheduled repayment plan

          illustrating how repayment will be made, and

          showing that such repayments will not

          interfere with projected facility needs.

    (For example, the facility borrows 70 percent of the

          Reserve for Replacement Account fund and

          schedules an eight-year payback.  There is a

          projected need for boiler replacement in four

          years.  The plan should show there will be

          sufficient funds available for boiler

          replacement at the appropriate time.)

    202/PRAC:  Owners of Section 202/PRAC projects may

          request, and HUD will consider approval of,

          release of funds from the Reserve for

          Replacement account for the purpose of funding

          some or all work related to

          retrofit/renovation
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    for ALAs if these funds are generated from the

          "Savings Incentive" (see, for 202/PRAC

          projects, Handbook 4571.3  REV-1, Chapter 1,

          "General Introduction to the Section 202

          Program").  Before approval, HUD will consider

          current or projected needs for the funds.

    All 202s: Where the building is in sound physical

     condition and has at least $1,000 per unit in the

     Reserve for Replacement (R&R) account, the owner

     may provide a 3-5 year R&R analysis.  HUD may agree

     that there will be an available healthy R&R

     balance. if this is the case, a field office may

     decide not to require repayment of any funds

     borrowed from the R&R account, based on physical

     condition.

D.   Funding for Services:

    1.    General:

          The acceptance of any supportive service by a resident

is totally voluntary.

     There should be a services agreement, separate from

          the lease, for any or all services (either

          project provided or third party) to which the

          resident commits.

     A services agreement should cover: Cost, frequency

          and payment method.  The agreement must be

          reviewed and adjusted at regular intervals,

          but no less than annually.

          NOTE:  Mandatory meals programs which were

          approved prior to April 1, 1987, and/or other,

          voluntary meals programs, should be covered by

          the lease or an addendum thereto.

    2.    Service Coordinator:

     Projects still needing a service coordinator may

          apply for funding of one, in accordance with

          Handbook 4382.5 REV-2, CHG-2, Chapter 8,

          consistent with current service coordinator

          practice and Section 8 policy.  If HUD dollar

          approval for a coordinator is not available,

          potential sources to contact for possible

          funding might be the sponsoring organization,

          Area or State Agencies on Aging, other state

          or local agencies and foundation grants.
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    NOTE 1:  Any project contemplating ALAs MUST have a

          service coordinator available for residents.

    NOTE 2:  Normally, there is not a charge to the

            resident for use of the service

            coordinator's time.  However, a fee may be

            considered, if needed, as part of a

            VOLUNTARY fee-for-service structure.

     3.   Supportive Services:

    Examples of typical supportive services for ALAs

          are:  A meals program; personal assistance

          with Activities of Daily Living (ADLs);

          laundry, transportation and other forms of

          mobility assistance or escort service;

          recreational activities; medication monitoring

          consistent with State law; and, emergency

          response systems.  Depending on State law, 24

          hour oversight may qualify as a supportive

          service.

     -    202/208/8 Projects:

         HUD does not provide supportive services in

          202 or 202/8 projects (except for those

          few which use Congregate Housing Services

          Program).

    Other possible sources to contact for potential

          funding of supportive services may be one or

          more of the following: The sponsoring

          organization, Area or State Agencies on Aging,

          County or State Health Departments for (Title

          XIX [(Medicaid]) and County or State Welfare

          Departments (Title XX [Community Services

          Block Grants]) of the Social Security Act,

          city, county, State or other third party

          grants (e.g., foundations), and/or user fees.
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     -    202/PRAC Projects:

          PRAC projects can pay for (as part of the

          operating budget) up to 15 percent (15%) of

          the cost of a service package needed by a

          project resident.  Normally, such funds are

          part of the initial application's approval.

          However, PRAC projects may request an

          amendment at any time using existing processes

          (subject to the availability of amendment

          funds).

    Project management may work with third party

          agencies in an ALA, to estimate costing of the

          "HUD" share of ALA costs.  Management may

          determine an "average" total cost of-a service

          package by multiplying estimated number of

          people to be served in that year, to get an

          estimate of 15% of total cost.  The rest

          should be planned to be covered by third party

          funds (see above possibilities and/or user

          fees).

    4.    Medical Services:

    Medical services for Section 202 residents CANNOT be

          subsidized by HUD funds.

    Project owner/management agents may make

          arrangements with appropriate third parties to

          have such services provided, consistent with

          state and local law.

     5.   Recordkeeping:

    In some situations third party providers may

          transfer or pay funds directly to project

          management, and residents may pay fees for

          some or all of the services they may receive.

    Where project management is responsible for

          supportive service or fee money management, it

          must keep separate records of such payments or

          fund transfers and account for them through

          HUD's normal auditing and Annual Financial

          Statement processes.
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E.  Tenanting in Assisted Living:

    When a unit designated for ALAs is vacated,

     management should establish occupancy priority and

     or preferences, subject to Notice H-96-7 .

     -    First priority makes the unit available for

          another resident of the project identified (or

          waiting for assignment) as needing the unit's

          special features and the higher level of

          services available.

     -    Second priority makes the unit available to

          the first person on the waiting list, whether

          or not he/she needs the special features or

          extended level of support.

          In cases where such support is not needed, the

          resident should sign a lease amendment

          requiring them to move to a non-ALA unit as

          soon as one is available, at such time as

          people within the project are waiting for an

          ALA unit.

V.  Approval of Assisted Living Activity Proposals:

A.  Sponsor/owner/borrower Responsibilities:

    Any owner/borrower of a Section 202 project

     (SH/EH/PRAC) may consider offering ALAs for

     residents.

    They must work with their HUD project manager to

     develop an appropriate plan to partially convert

     the project to an ALAs.

     The general approach is as follows:

     1.   Discuss concept with your asset manager.

     2.   Prepare a brief plan addressing:

          -    need;

          -    any retrofit/renovation and cost thereof;

          -    a services plan with preliminary-to-firm

               commitments of funding for the services

               planned (third party);
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          -    proposed user fees, if any;

          -    Marketing for ALAS, if all designated

               units are not occupied;

          -    Changes if any, to the management plan;

          -    Support from appropriate licensing

               bodies;

              -     Timetable for completing physical

          modifications, staffing, licensing, and start-up.

          -    recordkeeping, as appropriate.

    3.    Get approvals) from the field office;

    4.    Carry out the (any) modifications; and,

    5.    Complete services planning, as appropriate.

    6.    Begin ALAs in a timely fashion.

B.   HUD Field Office Staff Responsibilities:

    1.    General:

     Field office staff should work in partnership with

          project owner/borrowers and management through

          the design and implementation process.

          Normally, the Project Manager(s), Resident

          Initiative Specialist (RIS) and A&E staff (if

          physical modifications are planned) may be

          involved.

    2.    Review of Plans:

     Field office staff should consider the following

          when reviewing and approving the plans:

          (a)  Initial Plan Approval:
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          Needs Analysis/program:

          -    Is there a need for conversion of part of

               the facility to assisted living

               activities, based on self-identification

               of internal need?

          -    Does management's approach to retrofit

               for ALAs limit any disturbances to

               current residents and/or temporary

               relocation, if needed?

          -    Is proposed staffing adequate for the

               proposed services?  Do the tentative

               commitments match with the needs

               analysis?

          -    Is there an appropriate budget for the

               projected costs of the retrofit/

               renovation, and is it reasonable?

          -    Is there a supportive services/medical

               services budget, or plans therefore,

               including appropriate recordkeeping?

          -    Does the overall plan conform to relevant

     local standards?

          Funding:

          -    Are there sufficient funds available from

               the project, or third parties, for

               retrofit/renovation work?

          -    If residual receipts are used, see

               Handbook 4350.1  REV-1, Chapter 25,

               "Residual Receipts." Owners/borrowers

               must submit a copy of the residual

               receipts account and balance for

               verification.

          -    Reserve for Replacement Account - Use

               Handbook 4350.1 REV-1, Chapter 4. and,

               for 202/PRAC projects, Handbook 4571.3 

               REV-1, Chapter 1 and Handbook 4571.5 ,

               Chapter 5.
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    -     Also, see Handbook 4571.5, Chapter 5, "Cost

               Certification."

          -    Is there at least preliminary commitments

               from all direct providers of supportive

               services (or funding thereof), regardless

               of the source?

          -    Are all services staff covered by third

                    party funding?

          -    Are any proposed user fee(s) equitable?

          Final Approval:

    -     Has renovation/retrofit been completed per

                    plans?

          -    Has licensure been received, if needed?

          -    Is there final staffing and services

               budgets with firm commitments from all

               providers for staff/services (or funding

               thereof), regardless of the source?

          -    Has management developed a satisfactory

               services payment agreement for use with

               residents?  Are there appropriate third

               party agreements

          -    Has management developed appropriate

               rules specifically for ALA units?

VI.  MONITORING:

All projects approved for ALAs should have an on-site review at the

end of the first year of ALA operation, to ensure that the program is

going well and operating within planned guidelines.

Monitoring is conducted in accordance with the requirements and

procedures set forth in Handbook 4350.1, Chapter 6, "Project Monitoring",

and Handbook 4350.5, Chapter 15, "Project Monitoring", and Chapter 16,

"Field Office Monitoring Responsibilities of Subsidy Contract

Administrators".  Such visits should be considered in terms of travel

limitations, consolidation of functions within the new HUBs and overall

workload management.
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When doing an on-site review, project/asset managers/RIS, should

include a review of the implementation of the project's ALA program

compared to the approved proposal, review of appropriate files and

documents.  The financial review should include documentation the project

maintains for costs incurred.

VII.  FURTHER INFORMATION:

For additional information HUD field office staff may call the

Program Management Division, ATTN: Jerry Nachison for 120 days after

publication of this Notice, at 202-708-4162 x2485.

Project owner/borrower/managers should contact the project/ asset

manager in the field office with whom they normally work.

         Assistant Secretary for Housing-

           Federal Housing Commissioner
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