Supportive Housing Providers Association

A Plan to Move Individuals with Mental Illness out of Nursing Homes and into
the Community-based Option of Supportive Housing
Executive Summary

The Supportive Housing Providers Association (SHPA) recommendations are summarized
in this basic direction:

Fully fund the cost of supportive housing—housing plus appropriate services—to
accommodate all individuals with mental illness currently in nursing homes who are
capable of living in the community and desiring to do so.

These specific recommendations describe this direction:

Fund both services and rental subsidy.

For approximately one quarter to one third of the units, access sources of capital
funding for new supportive housing, federal, state capital funding, city of Chicago, and
other local funding to rehab or newly construct single site supportive housing, with not
more than 16 units per site.

Fund sufficient supportive housing units and create policy to prevent additional
individuals with mental illness from entering nursing homes.

Fully fund a flexible mix of services, including mental health, physical health, substance
abuse treatment and management, supported employment, and everyday living skills.
The mental health services should include a wide range of options, including ACT-like
and CST-like options (with more flexibility than these models currently allow), as well as
other flexible service options as dictated by the individual’s needs and desires. The
available options should also include the current DMH supported and supervised models.
An important subset of these services will not be Medicaid billable.

Create a multi-year plan for moving individuals to the community, from IMDs first
and then from regular nursing homes. Involve state agency staff, residents, nursing
home owners, and supportive housing providers (community mental health providers and
providers of supportive housing to the general homeless population) in creating the plan.
Make the plan one piece, not piecemeal. The plan must not include discharging
individuals into homelessness.

Begin by doing these basics:

Keep the funding for existing supportive housing whole. Do not move backward by
cutting services and forcing individuals now living in supportive housing to move into
nursing homes!

Fund services ($3.6 million) for the 769 new units of supportive housing ready to open in
FY 2011. This service funding will leverage over $21 million worth of mostly federal
funding for capital and rental subsidy. This additional funding is committed to these
projects with the caveat that they will be matching this funding with funding for services.
Fund the services for the 446 new units scheduled to open in FY 2012, now estimated at
$1.9 million.
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Initiate the plan:

e Move 500 or more individuals from IMDs to the community in the first year.

e Use what has already learned been learned from the Division of Mental Health (DMH)
Money Follows the Person demonstration program and the DMH Permanent Supportive
Housing Bridge Subsidy program. Also incorporate everything that is learned in the first
year.

e Move 900 people a year for four years. Move at least 3,600 to 4,000 individuals to the
community from IMDs and regular nursing homes. Then review what is left to be done.

e To fund this plan, it will be necessary to transfer resources from the IMDs to community-
based solutions. Do so through carefully planned, well-thought out mechanisms.

e Make assessments based on clinical judgment, not rigid criteria. LOCUS should not be
the only assessment tool used. A task force that includes providers should be convened
to determine assessment tools and methodology.

e Create more ease in the way in which these services are billed. Per diem billing is
preferred because it will allow providers more flexible service delivery to meet individual
needs and will cut billing costs significantly.

These recommendations will give many individuals with mental illness lives of dignity and
purpose, will protect elderly individuals in nursing homes, and will save the state money.

The Current Situation

Context

The Illinois issue of housing individuals with mental illness in nursing homes has a long history.
In 1998, the Chicago Tribune featured a series of articles “Warehousing the Mentally Il in
Nursing Homes.” Some nursing homes sent “bed brokers” to homeless shelters looking for
potential clients. Because Medicaid would support only homes where at least 50 percent of the
patients were physically disabled, health problems were often invented for patients. One woman
with a long history of mental illness received a diagnosis of “cranial dermatitis”— dandruff.

In 1999 the U.S. Supreme Court decided the landmark decision of Olmstead v. L.C. Ex Rel.
Zimring, giving rights to persons with disabilities (seniors, the physically disabled, the
developmentally disabled, and persons with mental iliness) to live in the least restrictive setting
that is appropriate to their desires, needs, and capacity. This decision was based on the
Americans with Disabilities Act of 1990 in which Congress identified the segregation of people
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with disabilities as a severe form of discrimination. The U.S. Supreme Court under the Olmstead
Decision held that a state can meet its obligations if it has a “comprehensive, effectively working
plan for placing qualified persons with mental disabilities in less restrictive settings, and a
waiting list that moved at a reasonable pace not controlled by the State’s endeavors to keep its
institutions fully populated”. To date the State has not developed a comprehensive plan for
implementing Olmstead.

Existing Situation

In March of 2009, an Associated Press analysis showed Illinois ranking the highest among the
states in the number of mentally ill adults under age 65 living in nursing homes. In 2008,
according to the Associated Press analysis, 12,736 individuals with mental illness under 65 lived
in Hlinois nursing homes. Of these individuals with mental illness living in nursing homes,
5,063 live in nursing homes designated by the federal government as Institutions for Mental
Diseases (IMDs). In IMDs, 50% or more of the population are individuals with mental illness
and no medical or physical condition that would require nursing facility level care. A list of
IMDs supplied by the Illinois Department on Aging is attached (Attachment A). According to
the Associated Press estimate, this leaves 7,673 individuals under 65 with mental illness living in
regular nursing homes throughout the state. The total number of people living in nursing homes
in 1linois is approximately 100,000".

Community care funding in Illinois has shrunk while institutional funding has expanded. In
1994, Illinois was allocating 92 percent of its Medicaid long-term care funds to institutional care
and only 8 percent to home and community-based services (HCBS). In 2001, the distribution of
Medicaid funds had not changed significantly: 86 percent to institutional care and 14 percent to
HCBS?. In the past 5 years, llinois has increased spending for intermediate care for persons
with mental illness while decreasing community alternatives to intermediate care. Provider
organizations have been flat-funded for four years and budgets were once again cut in FY 2009.
Adjusted for inflation, that means that already thin resources have actually shrunk by 15-20%
over the past four years®.

Cost

According to the Illinois Department on Aging, nursing homes in Illinois cost on average $117
per diem. IMDs are costing the state approximately $160 million annually with no Medicaid
reimbursement. Also, we are now spending taxpayer money to defend against lawsuits about
institutionalization.

The Response

! Ilinois Department of Public Health Website

2us. Department of Health and Human Services, State Long-Term Care: Recent Developments and Policy
Directions, Barbara Coleman, Wendy Fox-Grage and Donna Folkemer, National Conference of State Legislatures,
July 2002.

% National Alliance on Mental lliness Website
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Access Living, the ACLU, and Equip for Equality filed three class action lawsuits charging

Illinois with violating Olmstead:

1. Ligasv. Maram, filed on behalf of 6,000 people with developmental disabilities who now
live in large private facilities.

2. Bertrand v. Maram, filed on behalf of 30,000 people with disabilities in nursing homes.

3. Williams v. Blagojevich (Quinn), filed on behalf of 5,000 people with mental illness living
in IMDs.

The Chicago Tribune has published a recent series of articles exposing the problems of housing
people with mental illness in nursing homes. The Chicago Reporter in a recent issue revealed
the devastating conditions in nursing homes with predominately African American residents.
Governor Quinn created the Nursing Home Safety Task Force which has held a series of public
hearings and is due to report its recommendations to the Governor by the end of January 2010.
A combined state Senate Public Health and Human Services Committees’ Hearing was held on
Nov. 5, 2009 regarding nursing home safety. The state is currently negotiating a settlement to
the lawsuit filed on behalf of people living in IMDs.

The Community-Based Supportive Housing Continuum of Care Solution

Introduction

Supportive housing is the core of a community-based continuum of care solution for individuals
with mental illness currently living in nursing homes. An estimated 75%-85% or more of the
individuals with mental illness currently living in nursing homes can be successfully housed in
community integrated supportive housing, thereby saving the state money, increasing the federal
return, and improving the results for individuals with mental illness. Supportive housing has
been proven to be effective for individuals with serious mental illness. Providing supportive
services to people in housing is effective in achieving residential stability, improving mental
health and recovery from substance abuse, and reducing the costs of homelessness to the
community®. The recently completed Study of Supportive Housing in Illinois demonstrated the
cost savings of supportive housing across five state funding systems® (Attachment B), and other
studies nationally have shown similar cost savings®. The mental health services provided to
individuals living in supportive housing are Medicaid billable. Supportive housing also
leverages federal funding for operational subsidy and capital funding for new construction or
rehabilitation.

“Culhane et al., 2001; Lipton et al. , 2000; Tsemberis and Eisenberg, 2000; Rosenheck et al., 1998; Shern et al.,
1997; Goldfinger and Schutt, 1996; Hurlburt et al., 1996.

® The Social Impact Research Center of Heartland Alliance, Supportive Housing in Illinois: A Wise Investment.
20009.

®Culhane et al., 2002; Houghton, 2001.
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Supportive Housing Defined

Supportive housing is a combination of affordable, permanent rental housing and supportive
services, appropriate to the needs and preferences of residents, either on-site or closely integrated
with the housing. Typically the tenant pays no more than 30% of their income for rent. The
supportive housing tenant has a standard lease or operates under a payee arrangement. Just like
any other tenant there are no limits on length of stay as long as the supportive housing resident
abides by the terms of the lease or agreement. The community-based mental health service
provider works closely with the tenant and the landlord to insure lease compliance and to
intercede as necessary. Through voluntary services tenants are supported in their efforts to
recover, to achieve their individualized goals, and to maximize their ability to live independently.
Many individuals are then able to move to other housing settings, if affordable housing is
available. Services include mental health services, which will be described in detail below;
medical and wellness services; substance use management, treatment and recovery; vocational
and employment services; and coordinated support (case management).

Transition

Since so little is known about the population of individuals with mental illness housed in IMDs
and in nursing homes, the first year of transferring individuals from nursing homes to supportive
housing should be considered a demonstration year. During this first year, one or several
community mental health providers selected through an RFP process could move 500 individuals
from one to three IMDs. What is learned from this demonstration year should then inform the
plan for moving additional persons with mental illness, the mix of service levels needed, and the
cost of these services. Experience gained from the Division of Mental Health’s portion of the
Money Follows the Person (MFP) demonstration, the Division of Mental Health (DMH)
Permanent Supportive Housing Bridge Subsidy program, and other similar demonstration
programs should be used as the base from which to begin this process.

The transition process will begin in the nursing home with assessments. Assessments should be
robust, fast, and flexible. They should be based on clinical judgment, not rigid, standardized
criteria. LOCUS, could be a tool used, but should not be the only assessment tool used. Risk to
self and others should be assessed. Level of functioning is not the best predictor of the level of
services needed. A task force that includes providers should be convened to determine
assessment tools and methodology.

Enough assessments should be done annually to allow for the transfer of 900 individuals from
nursing homes to community supportive housing settings per year for at least four years.
Provided that adequate service funding is made available, providers could agree to take the
individuals referred to them. Residents should have choice in the location to which they move.
Clear rules with significant deterrents must be in place to prevent nursing homes from
obstructing this assessment process. Individuals should be re-assessed at least annually.
Collaboration between all agencies in a community or area to plan and implement this effort will
make this workable. Agencies in mid-sized cities and more rural areas have strong motivation to
serve individuals from their areas, to transfer them from nursing homes, and to keep them out of
nursing homes.
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Supportive Housing and the Continuum of Care

In this section the current supportive housing supply is described and other existing IDHS-
service funded housing. These important resources, usually filled to capacity, keep many
individuals from having to live in nursing homes. If services to these existing units are cut in
this budget (FY 2010) or the next (FY 2011), individuals will be at great risk of regressing in
their recovery and returning, at high cost to the state and to themselves, to state-operated mental
health facilities, nursing homes, prisons, or homelessness. The supportive housing units
currently in the pipeline will then be listed. Finally, we will outline the additional supportive
housing units needed. Much of this is all ready part of the state’s Comprehensive Housing Plan,
described in the Supportive Housing Working Group Final Report (Attachment C) accepted by
the Illinois Housing Task Force in August 2008.

Current Supportive Housing Supply

There are approximately 7,500 existing units of supportive housing in Illinois. These units are in
single site locations or are scatted site supportive housing located in market rate rental buildings.
Of the scattered-site units, at least 375 units are part of the DMH Bridge Subsidy Permanent
Supportive Housing program. Also, 43 of the scattered site units are from the DMH Money
Follows the Person demonstration project. In addition, there are 3,911 units of supervised
(staffed 24 hours and usually group homes) and supportive residential housing (staffed 12 hours
and usually efficiency or one-bedroom apartments). These units are in single site locations with
16 or fewer units each.

Most of these existing units are funded through two state budget line items: one called
Supportive Housing Services in the IDHS general revenue budget at $3.382.8 million and the
other, Supportive MI Housing, in the Mental HealthTrust Fund for $17.965 million. Both line
items need to be protected from cuts in order to move forward, instead of backward, in
transitioning individuals with mental illness from nursing homes. Some supportive housing is
developed with HUD Homeless funding. The requirements of this funding allow an institutional
stay of up to 90 days with a history of previous homelessness. Supportive housing with this
type of funding is very valuable and able to keep individuals out of nursing homes that would
otherwise end up there after hospital, jail, or prison stays, or in housing people who have been in
nursing homes for three months or less.

Supportive Housing in the Pipeline

There are 769 units ready to open in FY 2010 and FY 2011 with federal funding already
committed for capital and rental subsidy, needing only $3.6 million in state service funding to be
operational. In addition to these units, DMH estimates that a total of 700 Bridge Subsidy units
and 150 MFP units will open in FY 2010. In FY 2012, there are 476 units scheduled to open that
have their federal funding lined up, needing only 1.9 million in state service funding. In
addition, approximately 132 MFP units will open in FY 2011, 130 units in

FY 2012 and 130 units in FY 2013.

Additional Supportive Housing Units Needed
If the Associated Press is correct that 12,736 individuals with mental illness live in nursing
homes in Illinois, and excluding the 2,572 units currently in the pipeline, an estimated 6,500 to
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8,500 more units of supportive housing are needed to house all the individuals with mental
illness in nursing homes who could be successfully housed in supportive housing.
Approximately 15% to 25% of these units could be new construction or rehabilitation of single
site projects with 16 or fewer apartment units each. The remaining units could be scattered site
rental units located in existing market rate rental buildings.

Moreover, to keep nursing homes from filling up again with mentally ill individuals, additional
supportive housing will need to be available. It is difficult to estimate the number of mentally ill
individuals who currently enter nursing homes annually. However, it seems reasonable to
estimate that at least 1,000 to 2,000 additional units will be needed to accommodate new people
needing this affordable housing with support. Combining an estimated 10% annual turnover rate
in existing supportive housing with these additional units, may be enough to alleviate the need
for additional individuals with mental illness to be funneled into nursing homes.

HUD Housing Quality Standards are currently used to inspect units for the Bridge Subsidy
program and the MFP demonstration. These standards seem reasonable, but inspections must be
carried out in a timely fashion.

Some providers have found that, in addition to having their own apartments, some individuals
may benefit from having a more supported situation, i.e., a group home, living with another
person in an apartment, or other arrangement, when they are functioning poorly. Also, for some
individuals it may be necessary to provide an initial more supported living environment, such as
supervised or supported residential housing.

Services

A flexible mix of services, including mental health, physical health, substance abuse treatment
and management, supported employment, and everyday living skills should be fully funded and
available to be used as needed and desired by each individual. The mental health services should
include a wide range of options, including ACT-like and CST-like options (with more flexibility
than these models currently allow), as well as other flexible service options as dictated by the
individual’s needs and desires. The available options should also include the current DMH
supported and supervised models. An important subset of these services will not be Medicaid
billable.

More will be known about the range of the level of services needed after the first demonstration
year. It is important that the flexibility to work as needed with each individual be built into the
service delivery system. Services should not be mandated at levels higher than necessary, nor
should they be limited for individuals requiring very high intensity services.

Actual services provided could include, but not be limited to, the following:
e Assessment
e Transition planning and support
e Engagement, motivational interviewing, and retention
e Service planning for high risk behaviors
e Specialized training and support of jail/prison involved persons
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Integrated dual disorders treatment

Individualized placement and support (supported employment)

Wellness management and recovery services

Case management

Crisis management

Psychiatric services: prescribing and medication monitoring and support
Social: recreation activities and development of natural sources for this
Representative payee services

Life skills training: money management, transportation, health care, personal
hygiene, housekeeping, laundry, shopping, food preparation, and use of
community services

e Apartment finding and landlord relationships

The connection to primary healthcare resources is of paramount importance. Partnerships with
Federally Qualified Healthcare Centers, Rural Health Clinics, and hospitals should be strongly
encouraged.

Funding Required for Supportive Housing

Two or three types of funding are required for supportive housing (See Attachment D). Single
site or scattered site supportive housing requires funding for operating or rental subsidy. Single
site supportive housing, either newly constructed or rehabbed, requires operating or rental
subsidy and it requires capital funding for acquisition, rehabilitation, and construction. All types
of supportive housing require funding for services.

Cost of Services

The cost of the services will depend on the results of the demonstration year and on the mix of
individuals living in IMDs and other nursing homes. Obviously, the greater the degree of acuity
and risk the greater the cost. All estimates at cost come in substantially under IMD costs to the
state. Much of service costs incurred, but not all, will be Medicaid billable. Services should be
billable on a per diem basis rather than per hour, drastically reducing the cost and the risk
incurred by providers to bill for services. Billing for services needs to be done in way that
allows providers to do what it takes to succeed with each individual, to be flexible, and to be paid
for non-Medicaid eligible services as well as Medicaid eligible services.

Cost of Rental/Operating Subsidy

With DMH’s Bridge Subsidy program, the average rent per unit per month has been $719 for
efficiency and one bedroom apartments. The average subsidy paid by the state has been $580
per unit per month with the tenant paying $120 per month out of their income. This is consistent
with the estimates of the Illinois Housing Task Force Supportive Housing Working Group report,
which estimates the rent of an efficiency apartment at a statewide average of $600 per month and
a one-bedroom apartment at $900 per month.
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Capital Costs

This same report estimates the capital costs for new construction and rehab at $125,000 per
efficiency unit. An estimated average cost of $1,000 will be required to bring each scattered site
rental unit up to inspection standards.

Moving Costs
Moving costs for the MFP are $2,000 per person, covering the cost a security deposit, utility
connection, and household items.

Funding Recommendations

e Inorder to go forward, and not backward, in the amount of supportive housing available for
this transition, keep current state funding for existing supportive housing services intact.

e Fund the $3.6 million in service funding needed to bring 769 more supportive housing
units on line in FY 2011. Federal funding is already committed for capital and rental
subsidy. (Attachment E)

e Fund the $1.9 million in service funding needed to bring 476 more supportive housing
units on line in FY 2012. Federal funding already committed for capital and rental subsidy.
(Attachment F)

e Apply for the same enhanced Medicaid reimbursement rate that the MFP project is
currently receiving for the whole of this project.

e Use the current set aside in the state capital budget for affordable housing toward capital
costs for supportive housing construction.

e Access federal sources for capital and subsidy, including the 1,000 housing voucher set
aside for individuals transitioning from institutions.

e Ask for a special set aside at the federal level to fund this mass transition of individuals
from nursing homes to the community.

Policy Recommendations

Policies will need to be formulated that prevent additional individuals with mental illness from
being diverted to nursing homes. Adequate funding for community mental health services can
prevent individuals from having to go to hospitals. Hospital social workers must be educated
about alternative placements to nursing homes, e.g. supportive housing, as soon as these
alternatives are available.

Capacity Building for DMH and Community Mental Health Providers,
Engaging and Training Providers

Capacity Building for DMH

This complex undertaking with great potential to benefit Illinois citizens and save state money
requires strong state leadership. DMH will need to be supported as it under takes this effort so
that it can serve as the clinical, administrative, and fiscal authority for this project. Additional
staff with appropriate background and concentration of authority will be required. It will not
work to have this endeavor spread over several state departments. Assistance from a consultant
will be helpful to initiate this program.
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Capacity Building for Providers
Providers for this project should be selected based on a RFP process with providers competing
on the basis of quality and added value rather than price. The state could spec and price the
contract requirement and ask providers to offer their best proposal within the limits of the
specifications and price. Providers should also be selected based on their capacity and expertise
in the following areas, considering geographic coverage and cultural competency:
e Assessment of high risk consumers
e Engagement and retention expertise
e Expertise in motivational and state-wide interventions
e Service planning for high risk behaviors
e Assertive Community Treatment team-like services and higher intensity community
support team services with focus on recovery and community integration
e Integrated dual disorders treatment
Individual placement and support (Supported Employment)
Wellness management and recovery services
Psychiatric services including prescribing and medication monitoring and support
Representative payee services
Medical case management & supportive services (education, monitoring, etc)
Apartment finding
Transition planning & support
Specialized training for support of jail/prison involved people
Peer support & education
Cognitive behavioral treatment
24 hours a day, 365 days year continuous operations
Robust information management capacity
Strong recovery orientation as measured by a standardized assessment
Strong program evaluation and quality management processes

Providers selected should then participate in a series of training sessions and ongoing support
mechanisms covering these same areas. A lead training group should be selected by the state
through an RFP process and could include the Corporation for Supportive Housing, the
University of Illinois at Chicago, providers, or other entities.

Safety Planning

Planning in this area should be based on the results of the demonstration year and other examples
of providers working successfully with high risk populations. Attention should also be given to
providers working well with landlords in housing high risk individuals. Each individual should
have a risk assessment and mitigation plan in place.

Evaluation
System outcomes could include: housing stability, ability to perform daily living tasks, increase
in income, integration into the community, connection with family, and progress on other goals
that individuals set for themselves. However, evaluation of performance should be primarily
based on process measures (fidelity measures, assessment of recovery orientation, quality
process, etc.), rather than outcomes to avoid the pull to serve those easiest to serve.
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Attachment A
Illinois Department of Healthcare and Family Services
IMD FACILITIES
ADDRESS BEDS
FACILITY NAME

ABBOTT HOUSE 405 Central Avenue, Highland Park 60035 106
ALBANY CARE INC 901 Maple, Evanston 60202 417
BAYSIDE TERRACE 1100 South Lewis, Waukegan 60085 168
BELMONT NURSING HOME 1936 W. Belmont, Chicago 60657 61
BOURBONNAIS TERRACE 133 Mohawk Drive, Bourbonnais 60914 197
BRYN MAWR CARE INC 5547 N. Kenmore, Chicago 60640 174
CENTRAL PLAZA 321 N. Central, Chicago 60644 260
CLAYTON RESIDENTAL HOME 2026 N. Clark Street, Chicago 60614 241
COLUMBUS MANOR RES CARE HOME | 5107 21 W. Jackson, Chicago 60644 189
DECATUR MANOR (FORMERLY 1016 W. Pershing Road, Decatur 62526 147
PERSHING ESTATES)
GRASMERE PLACE 4621 N. Sheridan, Chicago 60640 216
GREENWOOD CARE 1406 N. Chicago, Evanston 60201 145
KANKAKEE TERRACE 100 Belle Aire, Bourbonnais 60914 146
LAKE PARK CENTER 919 Washington Park, Waukegan 60085 210
LYDIA HEALTHCARE 13901 S. Lydia, Robbins 60472 412
MARGARET MANOR 1121 N. Orleans, Chicago 60610 135
MARGARET MANOR NORTH 940 W. Cullom Avenue, Chicago 60613 99
MONROE PAVILION HEALTH CENTER | 1400 W. Monroe, Chicago 60607 136
RAINBOW BEACH NUR CTR INC 7325 S. Exchange, Chicago 60649 211
SACRED HEART HOME 1550 S. Albany, Chicago 60623 172
SHARON HEALTH CARE WOODS INC 3223 W. Richwoods Blvd, Peoria 61604 152
SKOKIE MEADOWS NURSING CTR I 4600 Golf Road, Skokie 60076 111
SOMERSET PLACE 5009 N. Sheridan Road, Chicago 60640 450
THORNTON HEIGHTS TERRACE LTD 160 W. 10" Street, Chicago Heights 60411 222
WILSON CARE INC 4544 N. Hazel, Chicago 60640 198

82

WINCREST NURSING CTR CORP

6326 N. Winthrop, Chicago 60660
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Attachment A
Illinois Department of Healthcare and Family Services

IMD FACILITIES



The full report of Supportive
Housing in Illinois: A Wise
Investment is available at:

www. heartlandalliance.org/research
www.supportivehousingproviders.org

www.csh.org

APRIL 2009

S upportive housing is permanent affordable housing coupled with

supportive services that enables residents to achieve long-term
housing stability. Residents include people who were homeless
and those who have serious and persistent issues such as mental
illness, chronic health problems, and substance use.

This analysis focused on 177 supportive housing residents in
lllinois and the impact of supportive housing on their use of
expensive, primarily publicly-funded services. Analysis compared
the 2 years before they entered supportive housing with the 2
years after. Data were collected on these residents from Medicaid,
mental health hospitals, substance use treatment, prisons, and
various county jails and hospitals.

Key Findings

* There were cost savings in every system studied from pre-
to post-supportive housing. There was a 39% reduction
in the total cost of services from pre- to post-supportive
housing with an overall savings of $854,477. This was an
average savings of $4,828 per resident for the 2-year time
period or $2,414 per resident, per year.

* Once in supportive housing, residents who had previously
lived in more restrictive settings (i.e., nursing homes, mental
health hospitals, and prisons) were unlikely to return.

* Residents shifted the type and volume of services they
used—from a high reliance on expensive Inpatient/Acute
services before supportive housing to less expensive
Outpatient/Preventive services after supportive housing.

* Residents reported an increased quality of life after entry
into supportive housing. Not only did their housing stabilize,
but their health improved, and they experienced less stress.

The cost savings from supportive housing is likely to be much
higher than reported here. A number of costs were infeasible
to include or beyond the scope of this analysis, including the
homeless system and related costs, substance use treatment
costs, social costs, and many others. Also, cost savings likely
continued in the years following this study time frame.

In sum, supportive housing reduced the volume of publicly-funded
services residents used, changed the type of services used, and
resulted in a significant cost savings over time.



Methodology

The purpose of this study was to investigate how permanent supportive housing impacts residents’
reliance on primarily publicly-funded services. The key research questions are:

1. Does living in supportive housing change the volume of publicly-funded services residents use?
2. Does living in supportive housing change the type of publicly-funded services residents use?
3. Does living in supportive housing decrease the cumulative cost of services residents use?

The study was structured as a repeated measures panel design, using a 4-year time period for each
resident. The data were divided into pre- and post-time periods, each time period being 2 years. The
analysis compared the volume, type, and cost of services each resident used in the 2 years before
supportive housing to the 2 years after they entered supportive housing.

Recruitment for the study ran from February to September 2006. To get a cross-section of the typical
composition of lllinois supportive housing residents at a given time, all residents in the supportive
housing projects at the time of recruitment were eligible for the study, regardless of how long they lived
there or their reasons for living there. Researchers obtained consent and release of information forms
to access data from state agencies, local hospitals, and jails. Data requests were sent to the entities in
Table 1 for the time period of July 1, 1999 to June 30, 2006 for information on use of listed services:

Table 1: Service-Type Categories for Each System

Inpatient/Acute Services Outpatient/Preventive Services Incarceration
Medicaid-Funded Services . . Pharmacy
(DHFS) Inpatient medical care Home health & medical equipment
Inpatient psychiatric care Outpatient medical care
Nursing homes Outpatient psychiatric care
Physician care
Ambulance Care by other providers
Dental care
Uncompensated Hospital Inpatient medical care Outpatient medical care
Services (Local Hospitals) Inpatient psychiatric care Outpatient psychiatric care
Emergency room Outpatient care: Type unknown
Substance Use Treatment Residential rehabilitation .
Services (DASA) Halfway house Outpatient treatment
Recovery home Case management
Detoxification Toxicology
State Mental Hospital (DMH) Inpatient mental hospital
State Prison (IDOC) State prison
County Jails County jails




Background on Study Participants

177 residents in the study had complete data
for their 2 pre-supportive housing years and 2
post-supportive housing years. In order to look
comprehensively at the effects of supportive
housing over a 2-year time frame, this report
focuses on this 177 sample, which had the
following characteristics:

They had been in supportive housing

for an average of 38 months. Time in
supportive housing ranged from 21
months to 63 months.

They had an average age at time of the
study enrollment of 43, ranging from 18 to
68 years of age.

Over half (52%) were male and 48%
were female.

In terms of race/ethnicity, 69% were
African American, 26% White, 4% Latino,
and 0.6% other.

Six percent identified themselves as
veterans.

In the week prior to entry into supportive
housing, 39% lived in a homeless shelter
or transitional housing, 15.8% were living
doubled up with family or friends, almost
10% were unsheltered, and 9% were in
some type of facility (nursing home, jail,
treatment center, etc.).

They were from 26 supportive housing
projects in 11 counties in lllinois.
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Medicaid-Reimbursed Service Use (lllinois Department of Health and Family
Services)

Medicaid is a state-administered health insurance program that is available only to people with limited
income who meet certain eligibility requirements.

Does living in supportive housing change the volume of Medicaid services residents use?

While there was a slight increase in the volume of Medicaid services used from pre- to
post-supportive housing, there was a shift in type of services used from more expensive, intensive
services to less expensive, preventive services.

* Medicaid-reimbursed inpatient psychiatric care users decreased almost 20% and use
decreased over 66% from pre- to post-supportive housing.

* Nursing home use decreased 97%.

* As expected, use of health stabilizing services increased, such as pharmacy, home health

care, and dental care.

+ Although Medicaid-funded inpatient medical care and outpatient psychiatric care use
increased post-supportive housing, the large increase was concentrated during the first 6 months
after entry into supportive housing. After those 6 months of stabilization, the use of inpatient care

reduced dramatically.
*  While use of Medicaid-funded outpatient medical care increased 26% during the post-
supportive housing time period, there was virtually no cost increase.

Does living in supportive housing change the type of Medicaid services residents use?

Yes. There was a shift from using Inpatient/Acute Medicaid services prior to entry into supportive
housing to relying more on Outpatient/Preventive Medicaid services after living in supportive
housing.

* The use of Inpatient/Acute Medicaid services decreased 82%, while the use of Outpatient/
Preventive services increased 32%.

Does living in supportive housing decrease the cumulative cost of Medicaid services residents use?

Yes, there was a cost savings of over $183,000 from pre- to post-supportive housing.

« Before supportive housing, the sample of 177 residents used a total of $1,422,399 worth of
Medicaid-reimbursed health services. After entry into supportive housing, the group used
$1,240,128 worth of services.

» Overall, the cost of Inpatient/Acute services decreased 38% from pre- to post-supportive
housing, while the cost of Outpatient/Preventive services increased only 12%.



Uncompensated Hospital Service Use (Local Hospitals)

Since not all residents had Medicaid health insurance coverage during the entire study period, residents
were asked which local hospitals they used during the study period, and researchers collected records
from those hospitals. There is a small chance that some in the sample had private insurance; however,
due to the demographics of the sample and their lack of employment income, this is very unlikely.
Reported here is the use of hospital services that were likely not reimbursed by Medicaid or other health
insurance.

Does living in supportive housing change the volume of uncompensated hospital services residents
use?

Yes.

* Emergency room total use decreased over 40%.

* Use of inpatient medical care went down 83%.

* Outpatient medical care and the emergency room were the most commonly used services
pre-supportive housing. Outpatient medical care and inpatient psychiatric care were the most
commonly used services post-supportive housing.

* Outpatient medical care and outpatient psychiatric care use remained almost the same from

pre- to post-supportive housing.

Does living in supportive housing change the type of uncompensated hospital services residents use?

Yes, the number of uses of Inpatient/Acute uncompensated hospital services declined 17%; however,
the number of uses of Outpatient/Preventative uncompensated hospital services remained the same.

Does living in supportive housing decrease the cumulative cost of uncompensated hospital services
residents use?

Yes, there was a total cost savings of $27,968 from pre- to post-supportive housing.

« Before supportive housing, the sample of 177 residents used $133,429 worth of uncompensated
hospital services. After entry into supportive housing, they used $105,461 worth of services.

» There was a 25% cost decrease from pre- to post-supportive housing in Inpatient/Acute services
and a 9% cost decrease from pre- to post-supportive housing in Outpatient/Preventive services.



State Mental Health Hospital Use (lllinois Department of Human Services,
Division of Mental Health)

The Division of Mental Health in lllinois operates inpatient mental health hospitals that are not funded
through Medicaid for adults and youth with mental disabilities. The goal of inpatient mental health
hospitals is to help people through crises, stabilize them, and move them forward using outpatient
services once they leave.

Does living in supportive housing change the volume of mental health hospitalizations residents use?

Yes, there was a significant decline in mental health hospitalizations.

* The number of users and uses of mental health hospitals decreased 90% from pre- to post-
supportive housing.

+ Overnight stays in mental health hospitals ranged from 1 to 415 during the pre-supportive
housing time period. During the post-supportive housing time period, just one person stayed in a
mental health hospital for 2 nights.

* The number of overnight stays in mental health hospitals went down almost 100%.

Does living in supportive housing change the type of mental health services residents use?

Yes.

* Mental health hospital care is considered an Inpatient/Acute service. There was a drastic
reduction in this type of care.

* None of the 11 people who used state mental health hospitals in their pre-supportive housing
time period used them in their post-supportive housing time period. Five of the 11 used Medicaid-
reimbursed outpatient psychiatric care in their post-supportive housing time period.

Does living in supportive housing decrease the cumulative cost of mental health hospitalizations?

Yes, there was almost a $400,000 cost savings in mental health hospitalizations from pre- to post-
supportive housing.

« The sample of 177 residents used $400,872 worth of state mental health hospital services before
entry into supportive housing and only $873 after entry into supportive housing.



Substance Use Treatment Service Use (lllinois Department of Human
Services, Division of Alcohol and Substance Abuse)

The Division of Alcoholism and Substance Abuse is responsible for coordinating all programs that deal
with problems resulting from substance use. They focus on prevention, intervention, treatment, and
rehabilitation for alcohol and other drug dependency.

Does living in supportive housing change the volume of substance use treatment services residents
use?

While number of uses were not available for substance use treatment services, based on declines in
users of all services except case management and toxicology, it can be assumed there was a decrease in
the volume of substance use treatment services used.

Does living in supportive housing change the type of substance use treatment services residents use?

Yes.

* From pre- to post-supportive housing, users of Inpatient/Acute services decreased 60%, while the
number of users of Outpatient/Preventive services increased 11%.

Does living in supportive housing decrease the cumulative cost of substance use treatment services
residents use?

While cost data were not available for substance use treatment services, based on declines in the
number of users of the most intensive services, it can be assumed that there was a significant cost
decline.

» Expensive overnight services such as halfway houses and recovery homes decreased 100%
from pre- to post-supportive housing.



Criminal Justice System Interactions

State Prisons (lllinois Department of Corrections)

Does living in supportive housing change the amount of time spent in state prison?
Yes, there was a 100% decrease in time spent in state prison from pre- to post-supportive housing.

* Overnight stays in prison ranged from 2 to 328 during the pre-supportive housing period,
dropping to zero during the post-supportive housing time period.

Does living in supportive housing decrease the cumulative cost of time spent in state prison?
Yes, there was a cost savings of over $215,000 from pre- to post-supportive housing.
» Before supportive housing, the time the sample of 177 residents spent in state prison cost

$215,759. After entry into supportive housing, residents did not spend any time in prisons;
therefore, there was a 100% cost savings.

County Jails

Does living in supportive housing change the amount of time spent in county jails?

Yes, there was a significant decrease in time spent in county jails from pre- to post-supportive
housing.

* The number of overnight stays decreased 86% from pre- to post-supportive housing.

* The length of stay in county jails ranged from 0 to 200 overnight stays during the pre-supportive
housing period and 4 to 23 overnight stays during the post-supportive housing period--a
significant reduction.

Does living in supportive housing decrease the cumulative cost of time spent in county jails?

Yes, there was a cost savings of over $27,000 from pre- to post-supportive housing.

- Before supportive housing, the sample spent time in county jails costing $32,099. After entry into
supportive housing, this sample spent time costing $4,618.



Table 2: Summary of Change in the Cost of Services Used from the 2 Years
Before to the 2 Years After Entry into Supportive Housing

Total Cost

PRE-Supportive
Housing

Medicaid-Reimbursed Service Use (Pre: N=84, Post: N=102)

Total Cost

Housing

Dollar Change in
Total Cost from Pre-
POST-Supportive to Post-Supportive

Housing

Percent
Change in
Cost

Inpatient medical care $224,547 $340,192 $115,645 52%
Inpatient psychiatric care $230,119 $74,223 -$155,896 -68%
Nursing home $236,576 $6,512 -$230,064 -97%
Ambulance $3,531 $7,232 $3,701 105%
Pharmacy $220,592 $258,776 $38,184 17%
Home health care and medical equipment $35,253 $70,443 $35,190 100%
Outpatient medical care $151,210 $151,401 $191 0%
Outpatient psychiatric care $224,223 $257,050 $32,824 15%
Physician care $85,477 $63,578 -$21,899 -26%
Care by other providers $6,770 $4,003 -$2,767 -41%
Dental care $4,009 $5,719 $1,620 40%
Total Medicaid-Reimbursed Services $1,422,299 $1,239,128 -$183,271 -13%
Uncompensated Hospital Service Use (Pre: N=37, Post: N=47)

Inpatient medical care $68,097 $16,545 -$51,552 -76%
Inpatient psychiatric care $24,245 $55,519 $31,274 129%
Emergency room $11,217 $6,078 -$5,139 -46%
Outpatient medical care $28,976 $26,460 -$2,516 -9%
Outpatient psychiatric care $894 $859 -$34 -4%
Qutpatient care: Unknown type - - - -
Total Uncompensated Hospital Services $133,429 $105,461 -$27,968 -21%
Mental Health Hospital Use (Pre: N=10, Post: N=1)

Inpatient mental health hospital care | 400872 | $873 | -$399,999 [ -100%
State Prison Interactions (Pre: N=11, Post: N=0)

State prison [ s215759 | $0 | -$215,759 | -100%
County Jail Interactions (Pre: N=9, Post: N=4)

County jail | $32000 |  s4p18 | -$27,481 | -86%

Substance Use Treatment Service Use (Pre: N=48, Post: N=44) No cost data were available for substance use treatment
services through the lllinois Department of Human Services, Division of Alcohol and Substance Abuse




Change in the Type of Services Used Over Time

Within each of the six systems studied, researchers looked at three different categories:

1.

2.

3.

Inpatient/Acute: Services in this category are primarily expensive, overnight, and for emergency
situations.

Outpatient/Preventive: Services in this category are less expensive, stabilizing, maintenance,
and preventive care.

Incarceration: This includes county jails and state prisons.

There was a dramatic shift in the type of services used across all six systems (see Table 3). The
maijority of services used shifted from Inpatient/Acute and Incarceration before supportive housing, to
Outpatient/Preventive after entry into supportive housing.

There was a 77% decrease in the number of nights spent in Incarceration and an 83% decrease
in the number of uses of Inpatient/Acute services after entry into supportive housing.

These decreases in use correspond with a large decrease in the total cost. The total cost of
Incarceration decreased 98% and Inpatient/Acute services decreased 58% in total cost.

While Outpatient/Preventive service use increased 32%, there was only a corresponding 11%
total cost increase from pre- to post-supportive housing.

Table 3: Category Change Over Time

Percent Change from Pre- to Post-Supportive Housing

Average Average
Number Number Uses per Cost per
of Users of Uses User Total Cost User
Inpatient/Acute (not including substance use)* 0% -83% -83% -58% (-$692,030) -58%
Outpatient/Preventive 13% 32% 17% 11% ($80,793) -2%
Incarceration 17% -98% -91% -98% (-$243,240) -92%

*Substance use treatment services are not included in this analysis due to missing data on use and total cost.



Cost Savings

In the 2 years prior to entry into supportive housing, the Table 4: Post-Supportive Housing Cost

177 residents used $2,204,557 worth of services. In the Accrual in 6 Month Increments

2 years after entry into supportive housing, these 177 Percent of Total Post-
residents used a total of $1,350,081 worth of services. Months After Entry into  Supportive Housing
Post-supportive housing costs declined the longer SupReltivelionzing Castslicenied

residents lived in supportive housing (see Table 4). Thirty | -6 Months 30%
percent of the total cost was accrued in months 1 through | 7-12 Months 27%
6, declining to 21% in months 19 through 24 of the 13-18 Months 22%
2-year post-time period. This illustrates that fewer costs 19-24 Months 21%

were accrued by residents as time in supportive housing
increased and that cost reduction may likely continue

beyond this study’s time frame, resulting in even greater
cost savings for long-term supportive housing residents.

For these 177 residents, there was a 39% reduction in total cost with an overall cost savings of $854,477.
This is an average cost savings of $4,828 per person from pre- to post-supportive housing for the 2-year

time period across all of the systems included in this study minus substance use treatment services. This
averages to $2,414 per person, per year.

Ten people in the sample can be considered high-cost users. High-cost users are those who used
$50,000 or more worth of services during the 2 years before entering supportive housing. Their total cost
of services in the 2 years before supportive housing ranged from $54,000 to $194,000 with a median cost
of $107,000. Each of these 10 high cost users had a dramatic cost decrease from pre- to post-supportive
housing. The average cost savings was $73,000 per person, with a cost savings range of $2,400 to
$180,000.

The biggest cost savings came from three systems: state mental health hospitals, state prisons, and
Medicaid. The sample of 177 residents saved close to $400,000 from a decrease in state mental health
hospitalizations, over $215,000 from a decrease in state prison admissions, and $183,000 from a
decrease in use of Medicaid-reimbursed services.

This cost savings is a conservative estimate due to substance use treatment services and some
uncompensated outpatient hospital service costs not being included in this analysis. In addition,

shelter costs, police costs, soup kitchens, community health clinics, and many other services related to
homelessness were not captured; therefore, the overall cost savings after entry into supportive housing is
likely much greater.



Discussion

This is the first statewide study that looks at the effects of permanent supportive housing on residents
in lllinois and adds to the current research about the cost-effectiveness of supportive housing as a
key component for eliminating homelessness. Supportive housing in lllinois not only reduced the
homelessness and housing instability previously experienced by residents but also produced a

large cost savings in a number of public systems. Based on resident interviews, many people also
experienced enhanced quality of life, not solely as result of being stably housed, but also due to their
increased use of preventive and maintenance services, particularly in health, mental health, and
substance use service systems.

Implications for Practice and Policy

Supportive housing providers should give consideration to the following as they seek to
enhance their services:

* In the first 6 months of permanent supportive housing residents need support in order to stabilize
their health. Some services, such as inpatient medical care, saw a spike in use in the first 6
months of supportive housing which quickly decreased thereafter. In line with findings from
other supportive housing studies, use of health services increased after people were housed,
likely due to increased contact with case managers who made referrals to health professionals.
While homeless, many people did not have access to such systems and deferred needed care.
Health and mental health needs are an important initial assessment and referral piece for case
managers to consider.

* Medicaid-reimbursed services and substance use services were the most frequently used both
pre- and post-supportive housing. Case managers have an opportunity to educate about and
refer residents to Outpatient/Preventive services, which not only saves money, but can help
residents maintain stability in their health and lives.

» Supportive housing is effective with the most expensive users of public services, such as those
with a mental illness or substance users. While these groups used high-cost services before
entry into supportive housing, they benefited from being housed and produced a dramatic cost
savings after entering supportive housing.

* There are implications of this analysis for targeting supportive housing. Supportive housing has
a tremendous cost savings impact for people who might be considered the hardest to house:
those with a mental iliness, those who were formerly incarcerated, those with a disability or
health issue, and those with histories of drug use. As projects seek to target populations in need,
tailoring outreach and services for those with the aforementioned characteristics will result in cost
savings as well as appropriate housing in the least restrictive setting.



Policymakers have an opportunity to prioritize people who are homeless and have barriers by
housing them in supportive housing instead of in expensive, more restrictive settings:

» People are often inappropriately housed in nursing homes due to a lack of available supportive
housing options. In addition, many patients need more intensive nursing care after a medical crisis,
and since nursing homes do not want to discharge people back to homelessness, they retain them
longer than necessary. Nursing homes are a very expensive housing option that should be relied
on only for people who need full-time care, and supportive housing should be available for those
who need less intensive supports and services to remain healthy and housed.

+ People with mental iliness are often unnecessarily placed in Institutes for Mental Disease, which
are nursing homes with over 16 beds in which the majority of residents have a mental iliness.

For nursing homes with this designation, the federal government will not provide Medicaid
reimbursement for services provided to people age 22 to 64. The state of lllinois ends up paying an
average of $160 million annually to house people in these Institutes for Mental Disease. Many of
these people could live on their own in supportive housing and save the state millions of dollars a
year.

Policymakers have an opportunity to invest funds more wisely in lllinois by making permanent
supportive housing available to more people in need:

« Time spent in jails and prisons plummeted for the supportive housing residents in this study,
saving tens of thousands of dollars. Supportive housing is a better investment for the person who
is homeless, for the community through reduced crime, and for the state in reduced correctional
outlays.

* Once in supportive housing, residents can begin to stabilize their lives. They start receiving medical
treatment, stabilize their medication, and are less likely to use expensive Inpatient/Acute services
such as mental health hospitals and nursing homes.

« ltis challenging to document cost savings from supportive housing and to fund services
for supportive housing because government funding streams for different populations are
compartmentalized. Funding for supportive housing services is needed from multiple state
agencies, and there needs to be a mechanism for this to happen smoothly. For example, money
seen from cost savings in prisons and nursing homes after entry into supportive housing needs to
be able to easily shift to invest in supportive housing.



Residents’ Perspectives

During in-depth interviews and a roundtable discussion with supportive housing residents, many
indicated a variety of ways their lives had improved after entering supportive housing.

Residents reported that they:

Learned how to pay bills

Were able to be reunited with children and family

Were able to save, especially for a car

Experienced health improvements

Were able to abstain from substance use

Did not feel pressure to do things that they used to do, such as illegal activities
Felt they had compassion, and they could give back to others

Believed in themselves

Had more confidence in themselves

Felt great overall

Felt like a human being again

Were proud

Were able to be around positive people and create a more positive outlook for themselves
Reduced stress in their lives



Conclusion

This is the first statewide study that looks at the effects of supportive housing for residents in lllinois and
adds to the current research about the cost-effectiveness of supportive housing as a key component for
eliminating homelessness.

Overall, there was a cost savings in every system studied from pre- to post-supportive housing. There
was a 39% reduction in total services cost from pre- to post-supportive housing with an overall cost
savings of $854,477 for the 177 residents. This was an average cost savings of $4,828 per resident from
pre- to post-supportive housing for the 2-year time period or $2,414 per resident, per year.

The true cost savings realized by supportive housing is likely to be much higher than reported here. There
were a number of costs that were infeasible to include or beyond the scope of this analysis, including
costs incurred by the homeless system and related services, substance use treatment costs, social costs,
and many others.

Importantly, residents also shifted the type of services they used—from a high reliance on expensive
Inpatient/Acute services (such as inpatient care, emergency rooms, and mental health hospitals) before
they entered supportive housing to less expensive Outpatient/Preventive services (such as outpatient
care, home health care, and case management) after they entered supportive housing. The volume of
services used decreased for expensive Inpatient/Acute services and Incarceration and increased slightly
for less expensive Outpatient/Preventive services.

This study underscores the importance of prioritizing more appropriate housing options for people living
in restrictive settings who could live in the community if supportive housing were available. Supportive
housing can not only reduce costs of public systems particularly in the areas of nursing homes, mental
health, and criminal justice, but can also dramatically improve the quality of life for thousands of
lllinoisans.
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Overview

Ilinois” 2007 Annual Comprehensive Housing Plan included supportive housing as a priority focus. The plan
called for appointment of the Supportive Housing Working Group in order to analyze in depth the State’s
supportive housing needs and to develop realistic short- and long-term goals for the production, servicing and
evaluation of supportive housing in Illinois.

Definition
In order to establish a baseline understanding, the Working Group devoted considerable thought and time toward
developing a common definition for permanent supportive housing (PSH), as follows:

The housing and services needs of persons with disabilities and households that are homeless or
at-risk of homelessness are diverse, supporting the need for a range of housing options with
services available, whether on-site or community-based. While service-enriched housing models
such as those serving the elderly or youth meet many needs, Permanent Supportive Housing is a
unique type of affordable housing with services that has been shown to reduce homelessness.

Supportive housing helps people live stable, successful lives through a combination of affordable,
permanent housing and supportive services, appropriate to the needs and preferences of
residents, either on-site or closely integrated with the housing. Supportive housing serves
individuals and families who are homeless, at risk of homelessness, and/or have disabilities, and
who require access to supportive services in order to maintain housing.

Housing Need and Production Goal

The Working Group focused on two systems to determine the need for PSH in Illinois: the homeless services
system’s Continua of Care, which conduct a statewide biennial Point in Time (PIT) count of homeless persons in
shelters and on streets; and the limited empirical data on persons in institutional care who could benefit from PSH.
Persons in prisons were not counted separately, because ex-offenders who have become homeless are already
included in the PIT count.

The Supportive Housing Working Group concludes that, in order to significantly reduce homelessness over the next
seven years in Illinois, 7,700 additional units of PSH should be created or preserved. The 7,700 unit goal is lower
than the total unmet need for units of PSH, estimated to be 8,200 units. A five percent reduction was considered to
take into account current production levels, financial market conditions and assumptions in calculations of need.
The 7,700 unit/seven year goal, however, is still ambitious, and it will take some time to overcome barriers to
increased production levels. An orderly “ramp up” of policy changes, training, funding and development would be
necessary to reach the 7,700 unit goal in seven years.

Production Strategies
In an effort to estimate costs of meeting the seven-year, 7,700-unit production goals, the Working Group examined
strategies that could be used to produce the desired units:
e A leasing strategy couples existing, privately-owned housing units in the rental housing market with a
tenant-based rental voucher or subsidy to achieve affordability, along with access to services.
e A development strategy develops units through either acquisition/rehabilitation/preservation of existing
units or new construction. Due to the extremely low incomes of most persons in need of PSH, this strategy
must often include dedicated rental or operating subsidies to ensure the financial viability of the project.

To facilitate cost projections, it was assumed that half of the units would be leased via tenant-based subsidy and
half of the units would be either newly constructed or preserved/rehabilitated and matched with dedicated rental or
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operating subsidies. Based on the proportion of single homeless persons to homeless persons with children in
Illinois, 7,000 units would be sized for single occupancy and 700 would be larger units designed for families.

Resources

Aside from construction costs, PSH requires a higher level of operating subsidy than standard affordable housing,
from which it is also distinguished by the need to build in costs for the provision of supportive services. As defined
for this report, PSH tenants should pay no more than 30% of their income for rent. Because most PSH tenants have
extremely low incomes, the rent they can pay will not fully support the continuing operating costs of their unit, nor
will it provide for supportive services. The three necessary components of PSH funding are defined as follows:
e Capital — one-time financing (for PSH, preferably with no debt) that enables construction, preservation or
rehabilitation
e Operating — dedicated rental or operating subsidies that ensure financial feasibility over the life of a project
e Services — funds to ensure supportive services are available on-site and/or in the community for PSH
residents

Recommendations

Each of the following recommendations is followed by the barrier(s) addressed.

1. Federal Advocacy Around Housing and Services Legislation and Funding
Barriers Addressed: Loss of Federal Funding for Services, Limited Continuum of Care Funding for New
Projects, Limited Rental Subsidies, Vulnerability to Housing Market Downturns, Systemic Funding Policy

2. Federal Advocacy for New Consolidated PSH Funding Program
Barriers Addressed: Loss of Federal Funding for Services, Complex and Multiple Funding Requirements,
Significant Upfront Development Costs

3. Improved Coordination Among IHDA, City of Chicago, DCEO, IDHS, DOC and Continua of Care
Barriers Addressed: Complex and Multiple Funding Requirements, Significant Upfront Development Costs, Need
for Coordinated and Focused Public Policy, Inaccessible Balance of State Housing Vouchers, Stigma Attached to
Supportive Housing populations, Systemic Funding Policy

4. Improved Coordination Among Local Public Housing Authorities and Continua of Care
Barriers Addressed: Limited PHA Participation in Continua of Care, Inaccessible Housing Vouchers, Need for
Coordinated and Focused Public Policy

5. ldentify a Supportive Housing Point Person within IHDA
Barriers Addressed: Complex and Multiple Funding Requirements, Significant Upfront Development Costs,
Need for Coordinated and Focused Public Policy

6. Use Illinois Affordable Housing Trust Fund Dollars for Housing Development, Not Services
Barriers Addressed: Inadequate Federal, State and Local Funding, Vulnerability to Housing Market
Downturns

7. ldentify and Replicate PSH Production Models with State-Funded Pilot PSH Development Program
Barriers Addressed: Inadequate Federal, State and Local Funding, Limited Rental Subsidies, Stigma Attached to
Supportive Housing Populations, Limited Supportive Housing Development Capacity, Significant Upfront
Development Costs

8. Create New or Expand Existing Operating Subsidy Sources
Barriers Addressed: Inadequate Federal, State and Local Funding, Limited Rental Subsidies, Stigma Attached to
Supportive Housing Populations
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Background

In 2003 the Governor signed Executive Order 2003, establishing the first statewide comprehensive housing
initiative and appointing the Housing Task Force to improve the planning and coordination of the State’s housing
resources through 2008. The Comprehensive Housing Planning Act (P.A. 94-965), signed by Governor
Blagojevich into law in June 2006, codifies Executive Order 2003-18 and extends its intent through June 30, 2016.

Three of six priority populations identified by Executive Order 2003 as being in
most need in Illinois are served by permanent supportive housing (PSH): homeless
persons and persons at-risk of homelessness; low-income households (with
particular emphasis on households earning below 30% of area median income);
and low-income persons with disabilities. The State of Illinois Consolidated Plan
also prioritizes these populations, (see State of Illinois Consolidated Plan, 2008
Action Plan, Section V, pages 4-7.)

Three of six priority
populations identified
... as being in most
need in Illinois are
targeted by permanent
supportive housing.

Eliminating homelessness remains a top social service and fiscal priority due to the high cost of emergency services
and corrections admissions associated with chronically homeless individuals. Research has shown that PSH can
end homelessness and improve the lives of persons who participate. More than 80% of supportive housing tenants
stay housed for at least one year', and their:

- Emergency room visits decline by 57%” Permanent supportive housing can
« Emergency detox services decline by 85%? end homelessness and improve the
« Incarceration days in state prisons drop by 85%"* lives of persons who participate.

« Earned income increases by 50%°

« Employment rises by 40% when employment services are provided®

Creating PSH for the State’s priority populations is a complex endeavor due to their often high level of service needs and
extremely low incomes. The difficulty in identifying ongoing services dollars, combined with the limited supply of zero
debt capital financing and operating support to keep the rents extremely low, ensures that PSH development is an uphill
battle. When local opposition and the housing market downturn are added to the mix, the difficulty in meeting the housing
needs of the State’s priority populations is exacerbated.

! Culhane, Dennis; Metraux, Stephen, and Hadley, Trevor. (2002) “Public Service Reductions Associated with Placement of
Homeless Persons with Severe Mental IlIness in Supportive Housing.” Housing Policy Debate. Volume 13, Issue 1.

S. Barrow, G. Soto, P. Cordova. 2004. Final Report on the Evaluation of the Closer to Home Initiative. Corporation for
Supportive Housing.

2 Tia Martinez and Martha Burt. Impact of Permanent Supportive Housing on the Use of Acute Care Health Services by
Homeless Adults (Psychiatric Services, July 2006 Vol. 57, No.7).

® Tia Martinez and Martha Burt. Impact of Permanent Supportive Housing on the Use of Acute Care Health Services by
Homeless Adults (Psychiatric Services, July 2006 Vol. 57, No.7).

* Culhane, Dennis; Metraux, Stephen, and Hadley, Trevor. (2002) “Public Service Reductions Associated with Placement of
Homeless Persons with Severe Mental Iliness in Supportive Housing.” Housing Policy Debate. Volume 13, Issue 1.

® David A. Long and Jean M. Amendolia, Next Step: Jobs, Promoting Employment for Homeless People. (Oakland, CA:
Corporation for Supportive Housing, 2003).

® David A. Long and Jean M. Amendolia, Next Step: Jobs, Promoting Employment for Homeless People. (Oakland, CA:
Corporation for Supportive Housing, 2003).
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The Supportive Housing Working Group of the Illinois Housing Task Force

lllinois” 2007 Annual Comprehensive Housing Plan included supportive housing as a priority focus. The plan called for
appointment of the Supportive Housing Working Group in order to analyze in depth the State’s supportive housing needs
and to develop realistic short- and long-term goals for the production, servicing and evaluation of supportive housing in
lllinois. Specifically, the group’s scope of work included developing a common definition of supportive housing; creating
standards and production goals; identifying barriers to and recommendations for supportive housing development and
maintenance; and incorporating housing-related components from other State-level plans.

Twenty-six housing, advocacy and human services professionals participated in the full Supportive Housing Working
Group, which met on the following dates: 5/25/07, 6/13/07, 7/27/07, 9/5/07, 10/2/07, 10/29/07, 1/25/08, 2/29/08, 4/4/08
and 5/5/08. In addition, a Definition Subcommittee met on 6/5/07 and 6/13/07 and a Needs and Numbers Subcommittee
met on 7/16/07, 9/18/07, and 2/11/08.

Supportive Housing Working Group Findings

I. Definition of Permanent Supportive Housing

In order to establish a baseline understanding, the Working Group devoted considerable thought and time toward
developing a common definition and principles for permanent supportive housing, as follows:

Permanent Supportive Housing Definition

The housing and services needs of persons with disabilities and households that are homeless or
at-risk of homelessness are diverse, supporting the need for a range of housing options with
services available, whether on-site or community-based. While service-enriched housing models
such as those serving the elderly or youth meet many needs, Permanent Supportive Housing is a
unique type of affordable housing with services that has been shown to reduce homelessness.

Supportive housing helps people live stable, successful lives through a combination of affordable,
permanent housing and supportive services, appropriate to the needs and preferences of residents,
either on-site or closely integrated with the housing. Supportive housing serves individuals and
families who are homeless, at risk of homelessness, and/or have disabilities, and who require
access to supportive services in order to maintain housing.

Permanent Supportive Housing Principles

1. Supportive housing is affordable, safe and decent. The tenant typically pays not more than
30% of household income towards rent.

2. The supportive housing tenant has a standard lease or similar form of occupancy agreement
that adheres to normal conditions of tenancy. Regardless of who fills the roles of supportive
services provider, property owner and manager, the rights of tenants should be protected
through the delineation of separate functions of services provision and property management.

3. There are no limits on a person’s length of tenancy in supportive housing as long as they
abide by the conditions of the lease or agreement. Tenants are supported in their efforts to
achieve their individualized goals, which may include eventually moving to other housing
settings.

Supportive Housing Working