As Demand Rises, Healthcare
Systems, REITs Focus On Behavioral
Health Facilities
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When James Corbett was growing up in Queens, New York, he saw a lot of people
who were untreated for mental illness. He has devoted much of his career toward
finding better ways to treat mental illness and increasing access to care.
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“I feel like we're losing people,” he said. “The common test of morality of a society
is its treatment of its poor and vulnerable.”

Over 43 million Americans experience mental illness each year, according to the
National Association of Mental Illness. Over 10 million Americans suffer from
both mental health and addiction disorders. More than 60% of adults with mental
illness didn't receive treatment in the previous year, but a shifting healthcare
landscape is creating more funding and opportunities to provide care.

Corbett, formerly senior vice president at Centura Health in Colorado, has created
a new company, Initium Health, that will focus on behavioral health and
population health, provide consulting and education to health systems and
providers and help find ways to repurpose hospitals and facilities. Corbett will be
speaking at Bisnow’s National Healthcare West event June 7 in Los Angeles.

Increased demand for care, a scarcity of locations and insurance requirements to
cover mental health have led to additional interest in this area from healthcare
systems, real estate investors and private equity.

Increased Need For Behavioral Health Facilities

Behavioral hospitals are one of the fastest-growing types of healthcare facilities
because of unmet need, Corbett said.

There is a lot of opportunity for new construction and renovating hospitals into
behavioral health facilities, he said. The need has been so great that many people
with behavioral health issues are crowding emergency rooms when they should
really seek treatment at a behavioral health clinic, he said.

REITSs are buying more behavioral health hospitals while health systems are
entering joint ventures to create new behavioral health hospitals, according to a
report from Cushman & Wakefield.
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dab t created an increased demand for physical space because
of requ]rements that insurance companies provide behavioral health coverage on
par with healthcare services, Meridian CEO John Pollock said. At the same time,
healthcare systems are pushlng care services, 111rchldlng behavioral health, out of
the acute care setting and into outpatient locations where costs are lower, he said.



California voters passed the Mental Health Services Act in 2004, which increased
funding for mental health services and providers. In addition, Medi-Cal,
California’s Medicaid system, expanded coverage to underserved populations,

and initiatives by the Veterans Administration caused demand to increase,
Pollock said.

The Trump administration’s initiative to stop opioid abuse and reduce drug
supply and demand expanded evidence-based addiction treatment in every state,
reduced red tape on Medicaid reimbursements for treatment and expanded
services to veterans and their families through Veterans Affairs, Pollock said.

A New Kind Of Behavioral Health Facility
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The treatment of behavioral health has been on the doorstep of primary care
physicians, a majority of whom don't have the proper training to meet these
needs, Corbett said.

“The need is so immense, it is really starting to build into primary care practices,”
he said.

Progressive systems are creating integrated practices with primary care, dental
and mental health capabilities, he said. This can create a new level of real estate
construction and requires more careful planning between real estate
professionals, physicians and healthcare administrators, he said.

“Investors have also warmed up to behavioral health clinics and recognize that
the challenge it takes to find and get a clinic approved also make the clinic a great
investment,” Pollock said. “Systems are more likely to renew than go through the
headache of finding a new location.”

Most people don't want outpatient behavioral health clinics in neighborhoods,
Pollock said. Meridian often works with healthcare systems to find and entitle
challenging parcels for new ground-up development and find and convert existing
buildings to meet requirements.

The company has worked on projects in Downtown Oakland and San Francisco,
Pollock said during a recent Bisnow event in Sacramento. It is working on a two-
story, 30K SF behavioral health facility in Turlock, California.
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Choosing a site often requires extra attention to the surroundings and local
zoning ordinances, Pollock said. Once a site or building is chosen, careful
community outreach and education coupled with a coordinated plan with the city
is often required, he said.

Behavioral health clinics typically fall into the same zoning as a traditional
medical office building, he said. The most challenging site requirement is parking
ratio, which is particularly difficult in a dense urban environment, Pollock said.

Behavioral health facility interiors tend to be less clinical and have more
welcoming features such as natural light, warm colors and textures, Pollock said.
There is less plumbing than a traditional medical office building since there tend
to be more counseling and group rooms, which make the cost of interiors less
expensive.



Facilities often include amenities such as fitness centers, yoga classes and
outpatient therapy, according to Cushman & Wakefield.

The Opioid Epidemic Is Pushing Demand
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Building more behavioral health facilities with all the bells and whistles still
might not be enough to meet demand for care. The opioid crisis will only increase
demand for behavioral health services.

Supportive housing is increasingly becoming a model to provide care to people
with substance abuse issues. While working at a health system in Maine, Corbett
helped put together a 15-unit supportive housing facility for mothers with
substance abuse. Mercy Housing also has developed more supportive housing
with medical treatment, he said. He said those with addictions often do better
when they are with others trying to recover.



Attracting, training and educating licensed healthcare professionals will be a big
part of meeting demand for substance abuse care. Issues of providing access more
evenly across counties also will require a long-term vision and collaboration with
providers and developers, Pollock said.

“With the opioid epidemic showing no signs of slowing, I fear that demand will
continue to grow, which means there is a lot of work to be done in the foreseeable
future,” Pollock said.

Find out more about behavioral health and the impact of the opioid crisis on
healthcare at Bisnow’s National Healthcare West event June 7 in Los Angeles.

CORRECTION, APRIL 23, 4:20 P.M. PST: A previous article incorrectly
stated the lead agency managing the 54-bed facility in San Francisco.

Contact Julie Littman at julie.littman@bisnow.com

See Also: Harrison Street Buying Senior Housing Portfolio For $1.2B, Selling
MOBs For $371M



