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California’s Residential Care Facility for the Elderly law 
contains a number of specific requirements pertaining to 
increases in resident fees.   It is important to recognize that 
the RCFE regulations under Title 22 have not been revised 
to bring them up to date and make them consistent with the 
law.  Therefore, providers that rely solely on Title 22 will not 
be in legal compliance when it comes to increasing resident 
fees.

Health and Safety Code §1569.655(a) requires that a 
licensee provide no less than sixty (60) days prior written 
notice to its residents or the residents’ representatives 
setting forth the amount of a fee increase.  It further requires 
that the notice contain “the reason for the increase, and a 
general description of the additional costs.”

In light of the foregoing provision, it is not sufficient for an 
RCFE merely to give sixty (60) days notice setting forth the 
amount of a rate increase.  The notice must contain the 
reason for the increase and a general description of the 
additional costs associated with the increase.  It is unclear 
what is the difference between “the reasons for an increases” 
and the “additional costs.”  Nevertheless, it is recommended 
that your notices include both of these items.  For example, 
a notice of rate increase might state something like:

   
Section 1569.655 expressly states that increases due to a 
change in level of care of a resident are not subject to the 
sixty (60) day notice requirements (see discussion below).  
The sixty (60) day requirement also expressly does not 
pertain to optional services that are provided by individuals, 
professionals, or organizations under a separate fee for 
service arrangement with residents.

Section 1569.655 also precludes licensees from charging 
a non-recurring lump sum assessment.  This provision 
emanated from one-time assessments that were imposed 
on residents of a number of RCFEs several years ago when 
there was a substantial spike in utility rates.  The prohibition 
against a lump sum assessment does not apply to charges for 
specific goods or services provided to an individual resident.  
So, for example, if a resident requests an upgrade to his or 
her apartment, a one-time assessment for that upgrade is 
permissible.

Please note that the sixty (60) day notice requirement pertains 
not only to increases in a resident’s base monthly fee, but 
to any rate increase.  Thus, if an RCFE wishes to increase 
its charges for items such as guest meals, incontinence 
products, or personal transportation, it must provide at least 
sixty (60) days notice.  The same is true for the charges that an 
RCFE imposes for a level of care, even though an RCFE can 
immediately begin charging for a new level of care.  By way 
of example, assume that a resident is at a level 2.  Assume 
further that the base monthly fee is $3,000 per month, the 
rate for a level 2 resident is an additional $800 per month 
($3,800 total) and the rate for a level 3 resident is $4,200 per 
month.  If the resident’s condition changes so that level 3 
services are now required, the community may immediately 
impose level 3 charges (as long as the admission agreement 
so provides and as long as the rate for level 3 services is 
included in the agreement or an attached fee schedule), and 
the resident must pay $4,200 per month.  However, if the 
community simultaneously wishes to increase the charges 
for each level of service by $100 per month, it must give 
at least sixty (60) days notice of that increase.  Thus, the 
community could immediately charge the resident $4,300 
a month and after sixty (60) days, increase that amount to 
$4,500 per month.  

Rate increases due to a change in level of resident care 
are addressed in Health and Safety Code §1569.657.  That 
Section requires that the licensee provide the resident and 
the resident’s representative, if any, written notice of the rate 
increase within two (2) business days after initially providing 
services at the new level of care.  The notice must include a 
detailed explanation of the additional services to be provided 
at the new level of care and an accompanying itemization of 
the charges.

In addition to making certain that you comply with the 
requirements of the RCFE law, it is important for providers to 
also consider the practical implications of rate increases.  We 
have seen instances in which an operator has purchased an 
RCFE and immediately imposed significant rate increases 
combined with noticeable decreases in services.  Not too 
surprisingly, there is a significant adverse reaction from 
residents including complaints to political representatives.  
By contrast, we have seen situations in which substantial 
rate increases have been imposed with little or no adverse 
reaction where the provider has taken the time to meet 
with residents and family members, explain the need for 
increases, specifically identify the benefits that the residents 
will obtain from such fee increases, and offer those residents 
who do not want to pay the additional amounts assistance in 
finding alternative care.

Please be advised that effective August 1, 
2008, your monthly fee will increase from 
$3,250 to $3,425. The reason for this increase 
is that over the past year we have experienced 
a significant increase in our operating expenses 
including the costs of labor, employee benefits, 
insurance and utilities.
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Similarly, communication is vital when dealing with increases 
in levels of care.  If a resident and his or her family is told out 
of the blue that they now need to go up one or more levels 
of care, there may well be an adverse reaction.  There may 
be occasions when a sudden event (for example, a fall or a 
stroke) changes a resident’s level of care literally overnight.  
However, in most cases, the need for an increased level 
of care can be predicted well in advance.  If providers can 
anticipate several months ahead of time that a level of care 
change will be needed in the near future, and if providers 
start communication with the family at that time, they are 
likely to encounter significantly less resistance when the 
new level of care charges need to be imposed.

Legal Update, continued from page 2

Assisted Living providers would be required to post rate 
increase information for the past three years on or near the 
front door and provide a copy to consumers upon request 
if AB 2370 (Bass) is enacted.  CALA members have heard 
from residents that they don’t want that kind of information 
hanging on the wall for all their visitors to see.  CALA has 
proposed amendments to eliminate the posting and instead 
require licensees to give potential residents a copy of the 
information to take with them.  The author and the sponsor, 
SEIU, have so far rejected that amendment.  

Disclosure of rate increase history helps ensure that residents 
have realistic expectations regarding the potential for future 
rate increases.  CALA will continue to work to ensure that 
the disclosure is meaningful and an actual help to residents 
rather than an organizing tool for the bill’s sponsors.
CALA Position:  Oppose unless amended

Disclosing Rate Increase History

AB 2101 by Assembly Member Wolk (D-Davis) would 
strengthen disclosure of rate history, extend the notification 
period for large rate increases, and make significant 
enhancements to the disaster plan requirements.  

Specifically, AB 2101would require a 90-day notice of rate 
increases of more than 10%.  It would require rate increase 
letters to include a statement that the resident may meet 
with the licensee or designee to discuss any concerns and 
possible options.  AB 2101 would also require admission 
agreements to include a statement that rates may be 
increased.  

This bill would go beyond current disaster plan regulations 
and require that all communities have a plan to be self-
reliant for up to 72 hours.  It would require the plan to 
address:  procedures for provision of emergency power, 
that could include identification of back-up generators; 
responding to residents’ needs in the event the emergency 
call buttons are inoperable; process for communicating with 
residents, families, hospice providers, and others; storage 
and preservation of medications; the operation of assistive 
medical devices that need electric power for their operation; 
and a process for identifying residents with special needs, 
such as hospice and a plan for meeting those need.

This bill is currently stalled in the Assembly Appropriations 
Committee.  The Committee is concerned about potential 
costs to DSS for reviewing and evaluating the more 
comprehensive disaster plans and admission agreements.  
CALA has worked out many of our initial concerns with this 
bill and continues to work with Assembly Member Wolk on a 
few remaining technical issues.
CALA Position:  Oppose unless amended

Rate Increase Disclosure and 
Disaster Plans

Package Policies include the following coverage’s: Professional 
& General liability, Commercial Property & Crime and Commercial Auto.

Fireman’s Fund ResCare Packaged
Insurance Program 
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Highlights Include:

 (Occupancy) Not The Total Number Of  

 Following Endorsements:

   Emergency Vacating Expense Coverage
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 Supporting These Local Fire Stations

CALA
2008 Calendar of Events

June 9-11
Team-Up for Success!

San Jose, CA

September 7-13
Assisted Living Week

October 27-29
Explore! Create! Innovate!

Costa Mesa, CA

3




