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TO: Honorable Assembly Member Eloise Gómez Reyes, Acting Chair, Assembly 

Health and Human Services Budget Subcommittee 1  

Honorable Senator Richard Pan, Chair, Senate Health and Human Services 

Budget Subcommittee 3  

 

 

RE: Budget Request - Preserving the Safety Net for Low-income People with Mental 

Illness, and Preventing Homelessness 

 

DATE: May x, 2019 

 

Dear Assembly Member Reyes and Senator Dr. Pan, 

 

We, the undersigned, ask that you consider this request for funds to preserve and strengthen a 

critical system of care for low-income people with severe and persistent mental illness (SPMI) 

experiencing homelessness, or at risk of homelessness.  
 

THE REQUEST. We request $18 million in funding, per year, for three years, to supplement 

the current reimbursement rate paid to licensed residential facilities serving a population of 

Californians with severe and persistent mental illness (with primary psychotic disorder) 

experiencing homelessness, or at risk of homelessness. Statewide, this funding would increase 

reimbursement rates for 1,500 people. Participating Counties will administer these funds. This 

three-year request is intended as an initial investment to address the immediate, urgent need to 

infuse resources into this system of care; due to chronic underfunding, facilities have been 

closing and licensed beds are being lost permanently. In Los Angeles County alone, more than 

800 beds have been lost in the past two years. On July 1, 2019, when minimum wage increases, 

we anticipate a significant increase in these closures statewide. This initial investment of $18 

million per year for three years will provide an immediate infusion of resources into the system 

while longer-term, more-sustainable solutions to this underfunding crisis can be developed.  

 

BACKGROUND: ARFs+RCFEs. Adult Residential Facilities (ARFs) and Residential Care 

Facilities for the Elderly (RCFEs) - sometimes called “board and care” facilities or “assisted 

living” facilities - provide care and support services for adults of all ages with complex health 

and mental health conditions requiring round-the-clock care and supervision including 

individuals with severe mental illness or cognitive impairment.  

 

Licensed residential facilities are non-medical, 24-hour staffed residences that provide a room 

and a bed, three meals a day plus snacks, medication oversight (critical to some people with 

significant mental illness and other medical issues), help with Activities of Daily Living 

(dressing, bathing, grooming), social activities, housekeeping, laundry, protective supervision, 

and help coordinating access to medical appointments. The facility may be a private home that 

was converted to a six-bed facility, an apartment building for 200+ people, or something in-

between. Most facilities are six beds or fewer. 

 

A small subset of these facilities serves and cares for low-income Californians who experience 

significant mental illness as well as other disabilities. The subset that serves this population is 

small because the reimbursement these facilities receive is extremely low, while the need and 
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acuity of the residents can be extremely high. ARFs and RCFEs that accept and care for low-

income individuals with mental illness play a critical role in ending the cycle of homelessness in 

this vulnerable population. These facilities serve people who might otherwise be homeless and 

help them gain the strength and skills they need before moving into a lower level of care, such as 

permanent supportive housing or independent living.  

 

THE REIMBURSEMENT PROBLEM. Currently, low-income SSI-eligible residents of an 

ARF or RCFE pay $1,058 per month out of their own SSI/SSP income. Many Californians 

experiencing homelessness receive Supplemental Security Income (SSI) because they are unable 

to secure meaningful work due to mental illness or disability. SSI is intended to cover a 

beneficiary’s room and board. The state sets the rate for low-income SSI beneficiaries living in 

ARFs or RCFEs at $1,058 per month. This is called the “Non-Medical Out of Home Care” 

(NMOHC) rate.   

The NMOHC rate is intended to cover: room and board; all the services listed previously 

including medication oversight and personal care; building insurance; workers’ comp insurance; 

staff wages; license fees; utilities; property tax; and other costs associated with running a safe 

residence.  Facilities are not allowed to charge SSI beneficiaries anything beyond this woefully 

inadequate rate.  Consequently, many facilities refuse to accept low-income clients who could 

thrive in an ARF or RCFE because the facilities cannot sustain themselves financially on only 

$1,058 per month (which is $35/day). 

SUPPLEMENT THE NMOHC RATE FOR THE HIGHEST-RISK INDIVIDUALS. We 

request that the State designate $18 million per year so participating Counties can supplement the 

NMOHC rate from $1,058 per month to $2,058 per month for a subset of highly vulnerable SSI 

beneficiaries with severe and persistent mental illness who are homeless or at risk of 

homelessness. $2,058 per month is still significantly lower than the lowest Level 2 Regional 

Center facility rate of $2,586 (see below re: parity), and is lower than what many Counties and 

the Assisted Living Waiver must pay facilities so they will accept highly vulnerable, high-need 

individuals. $18 million will fund ARF+RCFE placements for 1,500 Californians that meet 

eligibility criteria. We believe this immediate, short-term infusion of funding will not only help 

to stave off impending facility closures, but will also incentivize ARFs and RCFEs to accept 

more highly vulnerable low-income clients with complex needs who are homeless and/or at risk 

of homelessness.  

 

The subset of highly vulnerable individuals who will be funded through this budget request 

represent a small fraction of the overall need. For example, Los Angeles County alone has 

already identified more than 5,000 people with serious mental illness (SMI) and/or complex 

health needs who are homeless or at risk of homelessness who require this level of care. 

However, we understand the State’s budget constraints and commit to using funds to serve the 

most vulnerable, highest-risk individuals. 

 

Ultimately, we recommend the State conduct a rate study to develop a tiered rate system for 

ARFs and RCFEs, similar to the Regional Center rate structure, in order to provide funding 

commensurate with each individual’s needs. These rates would apply to all low-income seniors 

and people with disabilities residing in ARFs and RCFEs, in addition to the highly vulnerable 

individuals with SMI and complex health needs included in this budget proposal that are 
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homeless or at risk of homelessness. ARFs and RCFEs are an important housing resource that is 

used to serve thousands of low-income seniors and people with disabilities and should be 

reimbursed appropriately in order to provide adequate levels of care. 

 

Quality of care in ARFs and RCFEs is a concern for many people with SMI, their family 

members, advocates, managed care organizations and mental health and medical professionals.  

This system of care has been so dangerously underfunded that the quality of the facilities and the 

quality of care provided in some facilities has greatly suffered as a result. Funding these facilities 

at a more reasonable rate will stem the number of closures and allow for the provision of higher 

quality services and accommodations for this vulnerable population.  

 

WE REQUEST PARITY FOR PEOPLE WITH MENTAL ILLNESS. 

The Lanterman Act of 1977 guaranteed certain rights to and services for Californians with 

intellectual and developmental disabilities (I/DD).  This landmark legislation established and 

funded the Regional Center system that provides and pays for care and services for people with 

I/DD.  We applaud those legislators who chose to value our fellow Californians with I/DD by 

creating the Regional Center system. Regional Centers fund licensed residential facilities for 

clients who cannot live independently, following a tiered rate structure based on the needs of the 

individual. These rates range from $1,058 to $8,170 per month (see attached). 

 

Californians with mental illness do not have a Lanterman Act. Individuals with serious mental 

illness should be entitled to the same level of care and service available to people with other 

disabilities. This funding disparity of licensed residential facilities for different populations with 

disabilities reveals an egregious lack of healthcare parity in California and leads to fewer 

facilities willing to accept clients with serious mental illness resulting in more homelessness, 

incarceration, institutionalization, and higher costs of care for these individuals. 

  

REDUCING HOMELESSNESS. While ARFs and RCFEs are not the only solution to ending 

homelessness for people experiencing mental illness, these facilities are indisputably one of 

California’s important existing resources for this highly vulnerable population. ARFs and RCFEs 

support individuals with SMI who are homeless or at risk of homelessness and ideally arm them 

with the tools and skills they need before moving into a lower level of care or with friends or 

family members. These facilities are a critical step along the path to recovery for people with 

mental illness; some people benefit from staying in this type of facility following a hospital, 

Institutes for Mental Disease (IMD), or State Hospital discharge, before returning to independent 

living. Without the structured support of an ARF or RCFE, formerly homeless people with SMI 

discharged from these institutions are very likely to fall back into homelessness. With support, 

many people can eventually return to more independent settings. 

 

COUNTIES MUST COMMIT RESOURCES AND INFRASTRUCTURE IN ORDER TO 

PARTICIPATE. We recommend that local investment be required in order for Counties to 

receive funds through this budget request, by providing matching funds. Counties declining to 

provide matching funds would not be eligible for the funds authorized through this budget 

request. We recommend that in order to participate, Counties also show non-monetary 

investments in their local ARF and RCFE networks, such as offering training and education and 

supportive services to those individuals that receive the supplemental rate. In addition, we 
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recommend that in order to be eligible for these funds, Counties must demonstrate capacity to 

effectively manage the funds through an existing infrastructure, such as a Flexible Housing 

Subsidy Pool that could be leveraged to efficiently receive and then disburse funds to facility 

operators. We recommend that funding be allocated to participating Counties in proportion to 

their most recent point-in-time homeless counts. 

 

POTENTIAL TO GENERATE SIGNIFICANT SAVINGS. We are confident that by funding 

ARF and RCFE placements for 1,500 highly vulnerable, low-income people with severe and 

persistent mental illness who are experiencing homelessness or are at risk of homelessness, 

significant savings will result, through reductions in spending for: 

 

 long-term care in Skilled Nursing Facilities (SNFs)  

 avoidable emergency department utilization 

 avoidable inpatient acute hospital admissions  

 avoidable psychiatric inpatient admissions 

 acute hospital inpatient administrative days for people who cannot be discharged 

appropriately (because of no available ARF or RCFE beds) 

 excess IMD days for people who cannot be discharged appropriately (because of 

no available ARF or RCFE beds) 

 jails and prison systems 

 Emergency Medical Services Agencies (911) 

 law enforcement 

 

For example, the Medi-Cal Assisted Living Waiver demonstrates how ARF and RCFE 

placements are a cost-effective alternative to SNF placements, and the L.A. County Housing for 

Health program shows a 27% reduction in inpatient visits for formerly homeless individuals 

placed in ARFs and RCFEs.  

 

In conclusion, we thank you and your colleagues for your ongoing commitment to Californians 

with serious mental illness, their families, and the safety net that cares for them. 

 

Respectfully submitted by, 

 

 


