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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

D I G E S T 

WHY THE REVIEW WAS MADE 

CONTINUING PROBLEMS IN PROVIDING 
NURSING HOME CARE AND PRESCRIBED 
DRUGS UNDER THE MEDICAID PROGRAM 
IN CALIFORNIA 
Social and Rehabilitation Service, 
Department of Health, Education, 
and Welfare (B-164031(3) 

Problems in providing nursing home care and controlling payments for pre-
scription drugs under the medical assistance program for welfare recipi-
ents in California were pointed out by the General Accounting Office (GAO) 
in an August 1966 report to the Subcommittee on Health of the Elderly, 
Special Committee on Aging, U.S. Senate. 

California, in March 1966, replaced its medical assistance program with 
Medicaid, a grant-in-aid program administered at the Federal level by the 
Department of Health, Education, and Welfare (HEW). Expenditures for its 
nursing home care program increased from about $67 million in 1965 to 
about $160 million in 1968. HEW paid about half of the amount each year. 

Because of that substantial increase and the concern of the Congress over 
the rising costs of medical care, GAO examined into the actions taken by 
HEW and the State of California to correct the problems discussed in its 
August 1966 report. 

FINDINGS AND CONCLUSIONS 

Actions taken by HEW and the State to 
problems were generally ineffective. 
still is insufficient to successfully 
(See p. 36.) 

correct the previously reported 
Coordination between State agencies 
implement the Medicaid program. 

Some problems continue because California's Medicaid plan, as approved by 
HEW, does not provide adequate guidelines. GAO's review shows that 

--payments are not stopped for Medicaid patients in nursing homes where 
significant substandard conditions persist (see pp. 10 to 18), 

--narcotics and other drugs in nursing homes are not controlled prop-
erly (see pp. 20 to 23), and 

--patients are transferred from one nursing home to another for the 
benefit of ·the attending physician or nursing home operator (see 
pp. 34 and 35) . 
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Improper practices continue also because the State does not have adequate 
procedures to help ensure compliance with guidelines. GAO's review 
showed that 

--controls over authorizations for medication and treatment were inade-
quate (see pp. 19 and 20), 

--drugs for patients who had died or had been discharged were not de-
stroyed or proper records of their destruction were not kept (see 
pp. 24 and 25), 

--supplemental payments, prohibited under Medicaid, were made to nursing 
homes for services covered by the rates paid to the homes (see pp. 26 
to 28), 

--patients' personal funds were not always properly safeguarded (see pp. 
28 to 30), and 

--some nursing home advertising was misleading and advertising was not 
being policed (see pp. 31 to 33). 

The continuing nursing home problems are attributable, at least in part, 
to the inadequacy of administrative reviews by HEW regional representa-
tives. (See pp. 36 and 37.) 

GAO has found also that the procedures for payment of prescribed drugs 
do not ensure that payments are made only for prescribed drugs actually 
delivered for use by program recipients in nursing homes or other insti-
tutions, or private homes, or that drugs are dispensed by phannacies in 
quantities and in frequencies consistent with physicians' dosage instruc-
tions. (See pp. 39 to 45.) 

RECOMMENDATIONS OR SUGGESTIONS 

The Secretary, HEW, should 

--direct HEW regional representatives to review State agencies' imple-
mentation of HEW regulations on the care of Medicaid patients in 
nursing homes, 

--impress upon State officials the need to clarify the roles of State 
and county agencies involved in the Medicaid program, 

--help the State find solutions to the problems discussed in this re-
port, and 

--urge the State to see that payments for prescribed drugs are made 
only for drugs actually delivered for the use of program recipients 
and that drugs are dispensed in quantities and in frequencies con-
sistent with physicians' instructions. (See pp. 37 and 44 . ) 
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AGENCY ACTIONS AND UNRESOLVED ISSUES 

HEW infonned GAO that it would review Federal regulations relati~g to ~he 
quality of nursing home care and their application with California offi-
cials. Similar reviews would be made in some other States and possibly 
in all States eventually, HEW said. 

HEW agreed that the State agencies responsible for admin~sterin~ C~lifor-
nia's Medicaid program should make sure that o~her agen~ies assisti~g them 
are aware of their responsibilities. HEW pro~i~ed to discuss t~at issue, 
as well as other GAO findings, with State officials, and to assist the 
State in detennining corrective actions. 

HEW stated that it would review with the State the impl~m~ntation of HEW 
regulations designed to ensure delivery of proper quant~ties of drugs a~d 
the new phannacy billing form designed by th~ State to improve drug claim 
processing and determine whether further action would be necessary. (See 
pp. 38 and 44.) 

MATTERS FOR CONSIDERATION BY THE CONGRESS 

GAO is sending this report to the Congress becau~e_of the con~ression~l 
interest in the Medicaid program and in the provision of quality nursing 
home care to program recipients. The report_shou~d be useful to the 
Congress in its consideration of planned legislative changes to the 
Medicaid program. 
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Improper practices continue also because the State does not have adequate 
procedures to help ensure compliance with guidelines. GAO's review showed that 
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GAO has found also that the procedures for payment of prescribed drugs 
do not ensure that payments are made only for prescribed drugs actually 
delivered for use by program recipients in nursing homes or other insti-
tutions, or private homes, or that drugs are dispensed by pharmacies in 
quantities and in frequencies consistent with physicians' dosage instruc-tions. (See pp. 39 to 45.) 

RECOMMENDATIONS OR SUGGESTIONS 

The Secretary, HEW, should 

--direct HEW regional representatives to review State agencies' imple-
mentation of HEW regulations on the care of Medicaid patients in nursing homes, 

--impress upon State officials the need to clarify the roles of State 
and county agencies involved in the Medicaid program, 

--help the State find solutions to the problems discussed in this re-port, and 

--urge the State to see that payments for prescribed drugs are made 
only for drugs actually delivered for the use of program recipients 
and that drugs are dispensed in quantities and in frequencies con-
sistent with physicians' instructions. (See pp. 37 and 44.) 

2 

AGENCY ACTIONS AND UNRESOLVED ISSUES 

• F deral regulations relating to the HEW informed GAO that it would :pplication with California offi-
quality of nursing ~ome careldanb ~~rin some other States and possibly cials. Similar reviews wou e_ma 
in all States eventually, HEW said. 

• nsible for administering Califor-HEW agreed that the State ag~nci~s respothat other agencies assisting them 
nia's Medicaid program sho~l ·1~~-e sur~EW promised to discuss that issue, 
are aware of their res~on~ibi i ~~~-State officials, and to assist the as well as other GAO finding~, wi . 
State in determining corrective actions. 

• • h St te the implementation of HEW HEW stated that it would review wi~h t eof aro er quantities of drugs and 
regulations designed to ensure de~ive~yb the ~tate to improve drug claim 
the new pharmacy bill~ng f~r~hdes}~~~heryaction would be necessary. (See processing and determine we er 
pp. 38 and 44.) 

MATTERS FOR CONSIDERATION BY THE CONGRESS 

• • h C ress because of the congression~l GAO is sending th1s_re~ort tote n~n~n the provision of quality nursing 
interest in the Medicaid_p~og~am aThe report should be useful to the 
home care_to_program_dreci~~en ~f planned legislative changes to the Congress ,n ,ts cons, era ion 
Medicaid program. 

3 



CHAPTER 1 

INTRODUCTION 

GAO has reviewed the procedures and practices of HEW 
and appropriate agencies of the State of California in pro-

' viding nursing home care to, and in controlling payments 
for drugs prescribed for use by, recipients under the 
Federal-State program of medical assistance for the needy 
(Medicaid). 

In a prior report1 to the Chairman, Subcommittee on 
Health of the Elderly, Special Committee on Aging, U.S. 
Senate, we pointed out certain weaknesses and deficiencies 
in the administration of the former medical assistance pro-
gram in providing nursing home care and prescribed drugs to 
welfare recipients in California. In California expendi-
tures for nursing home care increased from about $67 mil-
lion in 1965 to about $160 million in 1968. The purpose of 
our most recent review was to appraise the effectiveness of 
the actions taken by Federal and State agencies in response 
to our prior report. 

Since our review was limited to those specific matters 
covered in our prior review, the findings in this report 
should not be considered typical of the entire Medicaid 
program in California. The scope of our review is de-
scribed on page 46. 

The medical assistance program under which welfare re-
cipients obtained nursing home care in California at the 
time of our prior review no longer exists. In its place, 
California adopted a new plan for medical care to conform 
to the requirements of title XIX (Medicaid) of the Social 
Security Act, as amended (42 U.S.C. 1396). This plan be-
came effective in California on March 1, 1966. 

111E • • • 11 xamination into A eged Improper Practices in Providing 
Nursing Home Care and Controlling Payments for Prescribed 
Drugs for Welfare Recipients in the State of California" 
(B-114836, August 8, 1966). 
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The Medicaid program is a grant-in-aid program under 
which the Federal Government pays from 50 to 83 percent 
(depending upon the per capita income in each State) of the 
costs incurred by the States in providing medical services 
to individuals who are unable to pay for such services. 
For calendar year 1968, the 42 States and jurisdictions 
that had Medicaid programs reported expenditures of about 
$3.9 billion of which about $2 billion represented the Fed-
eral share. About 30 percent of these expenditures was for 
nursing home care. By August 1970, 52 States and jurisdic-
tions had adopted a Medicaid program. 

The major differences between the Medicaid program and 
the prior medical assistance program are (1) increased num-
ber of recipients under the Medicaid program and (2) addi-
tional health services provided to these recipients. 

MEDICAID PROGRAM COVERAGE 

Persons receiving public assistance payments under 
other titles of the Social Security Act (title I, old-age 
assistance; title IV, aid to families with dependent chil-
dren; title X, aid to the blind; title XIV, aid to the per-
manently and totally disabled; and title XVI, optional com-
bined plan for other titles) are entitled to benefits of 
the Medicaid program. Also, persons whose income or other 
financial resources exceed standards set by the States to 
qualify for public assistance programs but whose resources 
are not sufficient to meet the costs of necessary medical 
care may also be entitled to benefits of the Medicaid pro-
gram at the option of the State. This latter category of 
persons was not covered under the predecessor medical as-
sistance program. 

State Medicaid programs are required to provide inpa-
tient hospital services, outpatient hospital services, lab-
oratory and X-ray services, skilled nursing home services, 
and physicians' services. Additional services, such as 
dental care and prescribed drugs, may be included in a 
State's Medicaid program if it so chooses. 
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ADMINISTRATION OF THE MEDICAID PROGRAM 

At the Federal level, the Secretary of HEW has dele-
gated the responsibility for the administration of the Med-
icaid program to the Administrator of the Social and Reha-
bilitation Service. Authority to approve grants for State 
-Medicaid programs has been further delegated to the Re-
gional Commissioners of the Service who administer the 
field activities of the program through HEW's 10 regional 
offices. 

Under the act the States have the primacy responsibil-
ity for initiating and administering their Medicaid pro-
grams. The nature and scope of a State's Medicaid program 
are contained in a State plan which, after approval by a 
Regional Commissioner of the Service, provides the basis 
for Federal grants to the State. The Regional Commissioners 
are also responsible for determining whether the State pro-
grams are being administered in accordance with Federal re-
quirements and the provisions of the State's approved plan. 
HEW's Handbook of Public Assistance Administration provides 
the States with Federal policy and instructions on the ad-
ministration of the several public assistance programs. 
Supplement D of the handbook and the Service's program reg-
ulations prescribe the policies, requirements, and instruc-
tions relating to the Medicaid program. 

At the time of our review, the HEW regional office in 
San Francisco, California, provided general administrative 
direction for medical assistance programs in Alaska, Ari-
zona, California, Guam, Hawaii, Nevada, Oregon, and Washing-
ton. The HEW Audit Agency is responsible for audits of the 
manner in which Federal responsibilities relative to State 
Medicaid programs are being discharged. A listing of prin-
cipal HEW officials having responsibility for the activities 
discussed in this report is included as appendix III. 

MEDICAID PROGRAM IN CALIFORNIA 

The Medicaid program in California is referred to as 
Medi-Cal. In California the Department of Health Care Ser-
vices (DHCS) was established as part of the Human Relations 
Agency to administer the program. For fiscal year 1969 
California reported Medi-Cal expenditures of about 
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$808 million; the Federal share of these expenditures was 
about $405 million. 

DHCS is responsible for making State policy determina-
tions, establishing fiscal and management controls, and 
performing reviews of Medi-Cal program activities. In ad-
dition, DHCS is responsible for approving, disapproving, or 
canceling the certification of medical facilities (such as 
hospitals and nursing homes) for participation in the Medi-
Cal program. In carrying out its responsibilities, DHCS is 
assisted by the State Department of Social Welfare and the 
State Department of Public Health. The Department of So-
cial Welfare, in conjunction with each county welfare de-
partment, is responsible for determining the eligibility of 
recipients for aid under the program and also for providing 
social services to such recipients. The Department of Pub-
lic Health is responsible for making periodic inspections 
and evaluations of medical facilities and making recommen-
dations to DHCS concerning the certification of such facil-
ities for participation in the program. 

CHANGES IN PROCEDURES RELATING TO 
NURSING HOME CARE UNDER MEDI-CAL 

Under the former medical assistance program for wel-
fare recipients in California, the responsibility for eval-
uating the quality of nursing home care rested primarily 
with the county welfare agencies. To evaluate the adequacy 
of care, county medical-social review teams--which included 
a medical consultant and a medical-social worker--were re-
quired to visit anrrually 10 percent of the welfare recipi-
ents in rrursing homes. These visits supplemented the li-
censure compliance inspection by the Department of Public 
Health and represented an added measure of surveillance 
over the quality of care being received by these recipients. 

The State plan for the Medi-Cal program does not pro-
vide for the use of county medical-social review teams to 
monitor the quality of care provided to Medicaid recipients 
in nursing homes. However, the Medi-Cal program has re-
tained the county medical consultant feature of the former 
program. These Medi-Cal Consultants--medical doctors em-
ployed on behalf of the State or county--are responsible 
for reviewing requests for nursing home care and for 
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determining whether the individual, for whom such care has 
been requested, is actually in need of such care. 

A nursing home cannot be paid for services provided to 
a Medi-Cal recipient unless the services have been autho-
rized by a Consultant. However, Medi-Cal Consultants or 
their duly authorized representatives (such as public health 
nurses or caseworkers) are not required by State regula-
tions to visit recipients in nursing homes in order to 
evaluate the quality of care being provided by the homes. 
Therefore, under the Medi-Cal program the only State or 
county organization required to periodically visit nursing 
homes and report to DHCS on the quality of care being pro-
vided to Medi-Cal recipients is the Department of Public 
Health. 

Another area in which Medi-Cal differs substantially 
from the former program is the method used by the State to 
reimburse the providers of medical services. Formerly, this 
was primarily a county function. Since the inception of 
the Medi-Cal program, DHCS has contracted with certain pri-
vate organizations, such as t~e California Physicians Ser-
vice, the Hospital Service of California, and the Hospital 
Service of Southern California, for assistance in adminis-
tering the program. These private organizations--acting in 
the capacity of fiscal agents of the State--coordinate pro-
gram operations between the State and the institutions and 
persons who provide medical services under the program. In 
addition, the fiscal agents review, process, and pay claims 
submitted by the providers for services rendered to program 
recipients. 
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CHAPTER 2 

PRACTICES IN PROVIDING NURSING HOME CARE 

In our report dated August 8, 1966, we concluded that 
the provisions of the California State plan were deficient 
in that they did not set forth criteria for evaluating the 
adequacy of care furnished welfare patients in nursing homes 
or provide adequate guidelines or requirements relating to 
the transfer of welfare patients to other nursing homes. 
Further, although the State plan did contain provisions re-
garding supplemental payments to nursing homes, protection 
of patients' personal funds, control and administration of 
medications and treatments, and misleading advertising, ade-
quate procedures had not been established in these areas for 
control purposes or to fix the responsibility and authority 
for taking corrective action. 

We expressed the view that the California State plan 
then in effect needed improvement to clarify the respective 
responsibilities of the State and county welfare agencies 
and of the Department of Public Health to provide the sur-
veillance necessary to disclose deficiencies in the care, 
services, or treatment provided welfare recipients in nurs~ 
ing homes and to effect corrective action, and to provide 
adequate guidelines as to the policies and procedures to be 
followed by the respective agencies in carrying out these 
responsibilities. 

In commenting on our earlier report, HEW and the State 
and the local agencies expressed their general agreement with 
our findings and conclusions and outlined certain corrective 
actions which had been taken or were being contemplated. 
Further, HEW and the State agencies expressed the view that, 
with the initiation of the Medi-Cal program, there would be 
changes in procedures and practices which would help to cor~ 
rect the problems discussed in our report. 

In general, our most recent review has shown that, as 
a result of the State's implementation of Medi-Cal, the 
State plan now sets forth provisions designed to correct 
certain problems identified in our prior report. The plan 
includes criteria for evaluating the adequacy of care 
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furnished Medi-Cal patients and describes the responsibil-
ity and authority of the various State agencies involved in 
administering the Medi-Cal program~-the Human Relations 
Agency and its constituent agencies, DHCS, the Department 
of Public Health, and the Depar t ment of Social Welfare. Al-
though these provisions have been incorporated in the State 
plan, we found that problems with regard to nursing home 
care continued to exist because the State plan has not been 
effectively implemented to ensure that adequate care is be-
ing provided to Medi-Cal recipients. 

In the following sections of this chapter, we are pre-
senting the results of our most recent examination into the 
practices of providing nursing home care as they relate to 

--standards of care (pp. 10 to 18), 

--controls over medication and treatment for Medicaid 
patients (pp. 19 to 25), 

--supplemental payments for Medicaid patients (pp. 26 
to 30), 

---advertising of physical therapy facilities (pp. 31 
to 33), and 

--transferring patients between nursing homes (pp. 34 
and 35). 

In a letter dated June 15, 1970, commenting on a draft 
of this report, the Assistant Secretary, Comptroller, HEW, 
agreed that problems warranting the careful attention of the 
State agency and HEW continued to exist in many of the areas 
examined. (See apps. I and II.) 

STANDARDS OF CARE 

The State plan for the Medi-Cal program specifies the 
standards which must be met by nursing homes in order to 
participate in the program and the standards by ~hich the 
care to Medi-Cal patients in such nursing homes is to be 
evaluated. HEW has imposed still other standards relating 
to the adequacy of medical care to be given to nursing home 
patients. For a nursing home to participate in the Medicaid 
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.. 
program, the home must (1) with a few exceptions be li-
censed by the State and (2) meet all additional require-
ments imposed by HEW. State licensing requirements are set 
forth in the California Administrative Code. 

The State's standards that govern the care to be pro-
vided to Medi-Cal patients in nursing homes have been sub-
stantially upgraded as illustrated by the following require-
ments which were not in effect at the time of our prior re-
view. 

L A registered or licensed nurse must be on duty at 
all times. 

2. Patients must be visited by their physicians at 
least once a month. 

3. Written policies and procedures for patient care 
must be maintained. 

4. Menus must be planned and supervised by a qualified 
dietary consultant. 

Although other requirements have been established, those 
listed above are, in the opinion of State Department of 
Public Health officials; some of the more significant re-
quirements which a nursing home must meet in order to par-
ticipate in the program. 

Title 17 of the California Administrative Code contains 
provisions for revoking a nursing home license for failure 
to meet State licensing requirements. In addition to a 
nursing home's removal from the program through a license 
revocation, HEW regulations require the suspension of pay-
ments to a nursing home for failing to meet standards de-
signed to ensure that medical care is of acceptable quality. 

The State has Medi-Cal Consultants throughout the 
State who are responsible for approving program recipients' 
requests for nursing home care. Title 22 of the Californ ia 
Administrative Code provides that the Consultant may cancel 
any authorization for nursing home care in effect if ser-
vices or placement are not appropriate to the needs of the 
patient. 
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Violations of nursing home standards 

The Department of Public Health is responsible for 
periodically inspecting nursing homes. As part of our ex-
amination, we reviewed the Department's inspection reports--
covering the period January 1, 1966, through November 15, 
i969--for 70 nursing homes located in 16 counties. These 
inspection reports showed numerous nursing home violations 
of State licensing and HEW requirements for participation 
in the Medi-Cal program. For example, there were 

--219 violations at 57 nursing homes involving medi-
cations given to patients without signed physicians' 
orders, or medications not administered as prescribed 
or not recorded in the patients' records, 

--138 violations at 69 nursing homes involving inade-
quate general maintenance or inadequate cleaning and 
disinfection of dishes, 

--118 violations at 49 nursing homes involving inade-
quate nursing care supervision or inadequate or un-
qualified nursing staff, 

--119 violations at 44 nursing homes involving incom-
plete patient records, 

--80 violations at 41 nursing homes involving improper 
labeling, handling, storage, or disposal of drugs, 

--68 violations at 34 nursing homes involving the ab-
sence of employee health examinations, 

--38 violations at 23 nursing homes involving inopera-
tive patient call systems, and 

--38 violations at 17 nursing homes involving inade-
quate diets and menus. 

We have been informed by DHCS and Department of Public 
Health officials that, at any given time, violations of 
varying intensity of certain of the State requirements for 
nursing homes can be found in most of the approximately 
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1,250 nursing homes in the State. However, these officials 
have informed us also that, because action to revoke a 
nursing home license--or to otherwise suspend the nursing 
home from the program--must be based on a well-documented 
record and must stand the test of formal administrative 
proceedings, it is the State's policy to give nursing home 
proprietors every opportunity, through both routine notifi-
cations of inspection findings and informal disciplinary 
conferences, to correct deficiencies noted during inspec-
tions before formal disciplinary action is initiated. 

In March 1967, HEW notified all States that, effective 
January 1, 1969, nursing homes participating in the Medicaid 
program must provide nursing service on a 24-hour basis and 
the service must be directed by a registered professional 
nurse employed full time by the homes. Also, at all times, 
the nursing service must be in the charge of a . professional 
registered nurse or a licensed practical nurse. In this 
connection, the HEW Audit Agency in a report dated June 25, 
1969, on its review of the Medi-Cal program stated that 
about 200 nursing homes which had not met professional staff-
ing requirements were allowed to continue to participate in 
the program beyond the January 1, 1969, deadline. The re-
port concluded that, as a result, Medi-Cal patients had not 
received the quality of care that had been anticipated under 
the Medicaid program. The State advised each of the approx-
imately 200 nursing home operators of the noted violations 
and stated that the participation of these homes in the 
Medi-Cal program would be terminated unless the homes met 
the staffing require~ents. Our review showed that, by 
July 31, 1969, 12 of these homes had voluntarily withdrawn 
from the program; 65 homes had their certificates to par-
ticipate in the program withdrawn by the State; and, about 
123 homes had apparently made required staffing changes and 
thus were able to continue in the program. 

The State plan does not specify which State agency, if 
any, has the authority and responsibility to withhold pay-
ment for Medi-Cal patients in nursing homes in which sub-
standard conditions exist. We noted that, in a letter dated 
April 4, 1967, the Administrator of the Human Relations 
Agency advised the HEW regional representative that the 
Medi-Cal Consultant may deny requests for nursing home care 
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for Medi-Cal recipients in nursing homes which fail to meet 
program standards. 

As noted on page 11 of this report, title 22 of the 
California Administrative Code provides that the Medi-Cal 
Con~ultant may ~lso cancel any previously approved authori-
zation for ~ursing home care when services or placement are 
not appropriate to the needs of the patient. Notwithstand-
ing this provision, DHCS officials have advised us that in 
their opinion! a ~onsultant may not cancel a previously'ap-
proved authorization for nursing home care simply because 
th~ standards of care specified by the State or HEW are not 
b~i~g m7t. :hey have advised us also that a patient's phy-
sician is ~rirnaril~ responsible for evaluating the quality 
of care_being provided by a nursing home and for removing 
the patient from the nursing home if he is dissatisfied 
with the_q~ality of care being provided to his patient. 
DHCS officials have advised us further that a Consultant 
may not cancel any previously approved authorization--on 
t~e basis of noncompliance with nursing home s1tandards--un-
til all legal and administrative due process has been af-
forded to the nursing home. 

. Accordingly, it appears that under current State prac-
tices, the removal of a patient from a nursing home which 
is not providing the quality of care required is possible 
only through (1) time-consuming formal administrative and/or 
legal proceedings or (2) action of the patient's physician. 

In our report dated August 8, 1966, we pointed out that 
serious substandard conditions had existed at many of the 
nursing homes for long periods of time without action being 
taken to revoke the license of the operators. Further, 
where formal revocation action had been taken, many months 
elapsed before ~inal decisions were rendered. During our 
most recent review, we noted that this situation continued 
to exist. 

Officials of the Department of Public Health have ad-
vised us that license revocation proceedings generally take 
from 3 weeks to 22 months and that, since a license revoca-
tion affects the proprietor rather than the nursing home a 
revocat~on proceeding can be stopped through a change in' 
ownership of the home. Following is an example of an- action 
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by the Department of Public Health to revoke the license of 
-~· the operator which illustrates, in our opinion, the need 

for establishing procedures authorizing Medi-Cal Consultants 
to cancel authorizations for nursing home care for patients 
who are in nursing homes where substandard conditions exist. 

In March 1967 the State placed a nursing home operator 
on 3 years' probation, in lieu of revoking his license, for 
numerous violations of licensing requirements. The condi-
tions of probation were that the operator meet all such re-
quirements in the future. 

During the following 13 months, five inspections of 
the nursing home disclosed 18 violations of State licensing 
requirements. Department of Public Health officials con-
sulted with the nursing home operator on three separate oc-
casions during this period. In April 1968 the Department 
recommended that the State Attorney General take action to 
revoke the nursing home operator's licesne. During the 
next 4 months, five more inspections disclosed 28 violations 
of State licensing requirements. In September 1968 formal 
license revocation hearings were held for 5 days. In Feb-
ruary 1969 the operator was placed on probation (this time 
for 5 years) again contingent upon his compliance with all 
State licensing requirements. 

Almost 2 years elapsed from the start. of formal action 
against the nursing home operator until the case was de-
cided. In the meantime, the State was paying the nursing 
home for services provided to Medi-Cal patients. We cannot 
say whether this situation resulted in any harm to the pa-
tients, since this cpuld only be determined through a full 
evaluation of all facts and circumstances involving individ-
ual patients by persons having requisite skills in the medi-
cal and/or social welfare fields. 

We believe that, if the Consultant had threatened to 
cancel--or had canceled--authorizations for treatment of 
Medi-Cal patients in this home, it would have induced the 
operator to promptly comply with State licensing require-
ments. In our opinion, so long as the State does not take 
such action, patients may be provided care of a lesser qual-
ity than called for by the Medicaid regulations. 
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We agree with DHCS that a patient's physician has the 
responsibility of removing his patient from a nursing home 
if he is not satisfied with the quality of care being pro-
vided to a patient. We believe, however, that a physician's 
decision to place or retain a patient in a nursing home 
which is not complying with Medicaid standards should not be 
interpreted as requiring the Consultant to approve requests 
for care in such homes. Also, the role of the physician 
does not relieve DHCS of its responsibility for ensuring 
compliance with HEW standards for skilled nursing homes. 
Moreover, there are situations where we believe the Medi-
Cal Consultant should be relied upon to safeguard a patient's 
welfare. For example, in homes wholly or partially owned 
by physicians or in homes in which they otherwise have a 
pecuniary interest, we believe that an objective decision 
by the physician to remove a patient under these circum-
stances would be more difficult. Also, our review of medi-
cal records in 14 nursing homes indicated that Medi-Cal pa-
tients were not always being visited by a physician at 
least once each month as required by HEW and the State. 
Therefore, in our opinion, such physicians were not in a 
position to monitor the quality of care being received by 
their patients. On the basis of our review of nursing home 
records and State and HEW requirements, we estimate that 
1,234 physicians' visits were required for 106 Medi-Cal pa-
tients from February 1966 through May 1969. Our review 
showed that 215 physicians' visits were not made. 

Neither DHCS nor the Department of Public Health advises 
the patients' physicians of nursing homes' violations of 
State and HEW requirements; therefore, the physicians--un-
less they inspect the home or make inquiries at the appro-
priate State or county offices--may not know whether a nurs-
ing home (1) has adequate professional staff, (2) has proper 
food preparation and service, (3) has adequate general 
maintenance, (4) is providing services to the proper number 
of patients consistent with the licensed capacity, (5) has 
adequate fire protection, (6) has required its employees to 
take periodic health examinations, or (7) meets accepted 
professional practices in the labeling, handling, storage, 
and disposal of drugs. We doubt that many physicians are 
making such inspections or inquiries nor do w@ believe that 
it is practical for them to do so. 
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Although HEW and the State have taken certain actions 
to substantially upgrade the quality of care provided to 
nursing home patients under the program, we beli:ve that 
further actions are necessary to ensure that Medi-Cal pa-
tients do not remain in nursing homes that violate State 
and HEW requirements for long periods of time. In this re-
gard, there still remains a need to precisely ~efine t~e 
specific authority and responsibility of agencies and in-
dividuals involved in the evaluation of the adequacy of 
care provided to patients in a nursing home and the enforce-
ment of nursing home standards. 

On April 29, 1970, final HEW regulations to implement 
section 1902(a)(28) of the Social Security Act--relating to 
standards for skilled nursing homes to participate in the 
Medicaid program--were published in the Federal Register 
(45 CFR 249.33). These regulations provide that, if a home 
is not in substantial compliance with the standards for pay-
ment for skilled nursing home care, the home may not par-
ticipate in the Medicaid program. If the home is found to 
be in substantial compliance (that is, is in compliance ex-
cept for deficiencies), the State agency may permit the 
home to participate in the program for a period of 6_m~nths, 
provided there is a reasonable prospect that the defici7n-
cies can be corrected within that time and that the defi-
ciencies do not jeopardize the health and safety of the pa-
tients. No more than two agreements for successive 6-month 
periods may be executed with any one h~m: and a se~ond 
agreement may not be executed if a deficiency pre~iously 
noted continues unless the home has made substantial effort 
and progress toward its correction. 

The HEW regulations, if properly implemented by the 
States should help to resolve problems such as those noted 
during'our review. We believe that forceful mon~toring b~ 
HEW of the States' implementation of the regulations rela ~-
ing to discontinuing payments to homes ~nd grantin~ exten-
sions of certifications when homes are in substanLial com-
pliance with standards for payment, will be necessary to en-
sure that patients receive the quality of care called for 
by the Medicaid regulations. 
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Agency comments and actions 

In corrm1enting on a draft of this report, HEW stated 
that its regulations governing the certification of skilled 
nursing homes to participate in the program are sufficient, 
if properly implemented by the State, to eliminate the 
weaknesses reported relating to the standards of care in 
California, HEW stated also that there may be some misun-
derstanding by the State agency as to the provisions of cer-
tain Federal requirements and that the HEW regional office 
staff will attempt to clarify the requirements for the 
State agency. 

In a letter dated March 4, 1970 (see app. II), the 
State advised HEW that, in an effort to strengthen the ef-
fectiveness of the Medi-Cal Consultants, new standards for 
operation of the Medi-Cal Consultant units throughout the 
State are being developed with a view toward obtaining a 
more uniform and more effective application of program pol-
icies, rules, and regulations. We noted that these stan-
dards, which were incorporated in State regulations in April 
1970, provide for periodic on-site visits to nursing homes 
by staff members of the Medi-Cal Consultant units to evalu-
ate the quality of care. 

18 

CONTROLS OVER MEDICATION AND TREATMENT 
FOR MEDICAID PATIENTS IN NURSING HOMES 

Authorizations for medication and treatment 

The State licensing requirement that there be signed 
physicians' orders for medication and treatment admin~stered 
to nursing home patients which was in effect at the time of 
our prior review, was still in effect at the time of our 
recent review,. In addition, after our prior report, the 
California State Board of Pharmacy issued guidelines for 
providing pharmaceutical services in nur~ing homes: _The~e 
guidelines emphasize the importance of signed physicians 
orders and accurate recordings on the patients' charts of 
medications administered. 

DHCS officials advised us that they relied on inspec-
tions by the Department of Public Health to disclose ?efi-
cient nursing home practices in administering medication and 
treatment to patients. Officials of the Department of Pub-
lic Health told us that their inspections of nursing homes 
did not include tests of compliance with the State Board of 
Pharmacy guidelines because compliance with these guidelines 
was not mandatory and because their inspections covered only 
compliance with State licensing requirements and Medi-Cal 
regulations. 

We reviewed 1 month's medical records of 106 Medi-Cal 
patients at 14 nursing homes. These records showed that 
734 doses of medication were administered without any signed 
physicians' orders; ·311 doses were administered in quanti-
ties in excess of those prescribed; and 1,210 prescribed 
doses were not administered. 

As previously noted on page 12, State inspection re-
ports for 70 nursing homes showed that State requirements 
regarding authorizations for medication and treatment were 
violated more frequently than other requirements. A total 
of 219 violations of this type were recorded at 57 nursing 
homes. 

Where records showed that medications had been admin-
istered without physicians' orders, we were told by nursing 
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home personnel that the physicians had neglected to write 
or sign the order. In those instances where records showed 
that medications had been administered in greater quanti-
ties than prescribed or had not been administered at all, 
nursing home personnel told us that (1) there were errors 
on the patients' medical charts and the medications had 
peen correctly administered and (2) the medications were 
given on an as-needed basis and, in some cases, the patients 
did not need the medications at the time it was supposed to 
have been administered. 

We believe the results of our review clearly show that 
improper nursing home practices regarding authorizations for 
medication and treatment continue to exist and that there 
is still a need for the State to adequately control medica-
tion and treatment administered to patients. 

Accounting for drugs and quantities 
of drugs on hand in nursing homes 

Accounting for narcotics 

HEW requires that a record be maintained on separate 
sheets for each type and strength of narcotic, showing the 
quantity on hand, the date and time a dose is administered 
to a patient, the name of the patient, the name of the phy-
sician, the signature of the person administering the dose, 
and the quantity remaining on hand. 

The State plan for Medi-Cal does not require nursing 
homes to maintain special records to account for narcotics. 
However, guidelines issued by the State Board of Pharmacy 
for providing pharmaceutical services in nursing homes call 
for various physical and accounting controls over narcotics. 
As noted previously, DHCS and the Department of Public 
Health have no means to ensure that the guidelines are being 
followed because compliance with these guidelines is not 
mandatory. The California Narcotic Act requires the person 
who prescribes, administers, or dispenses a narcotic to re-
cord the transaction; however, State officials told us that 
they interpret this requirement as applying to physicians 
and pharmacies but not to nursing homes because the homes 
do not have a narcotic license but act only in behalf of 
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patients by keeping custody of their medications and admin-
istering them when necessary. 

Our review at 13 nursing homes showed that narcotics 
were being kept in locked cabinets and that, usually, a phy-
sical count was ma'de once on each nursing shift, or at least 
once a day, to ensure that the quantity of narcotics on 
hand agreed with the quantity shown on the control sheet 
maintained for each narcotic. 

At five of these 13 nursing homes, we compared for 29 
selected patients the narcotics dispensed during a 1-month 
period, as shown by the narcotic drug control sheets main-
tained by the dispensary, with patients' medical charts. 
Our comparison showed that 86 doses of the narcotics dis-
pensed had not been administered, according to the patients' 
medical charts. On the other hand, the patients' medical 
charts showed that 24 doses of narcotics were administered 
to these patients, but the drug control sheets did not show 
that the narcotics had been dispensed. Nursing home offi-
cials advised us that the discrepancies were attributable 
to poor recordkeeping. 

We were advised by Department of Public Health offi-
cials that their inspectors would not make the types of com-
parisons that we had made and that, therefore, these types 
of discrepancies in accounting for narcotics would not be 
disclosed. They also stated that nursing homes were not re-
quired by the State plan or licensing requirements to main-
tain drug control sheets. DHCS officials stated that in-
spections were the only means they had of systematically 
evaluating nursing home controls over narcotics. 

We believe that the results of our review indicate a 
need for the State to examine into the accounting for nar-
cotics in nursing homes and, on the basis of such an exami-
nation, to institute controls over the administration of 
narcotics in nursing homes, including periodic compliance 
inspections by the Department of Public Health. We believe 
that such measures are particularly needed in view of (1) 
the State's interpretation that the California Narcotic Act 
does not apply to nursing homes because the homes act only 
in behalf of patients by keeping custody of their medica-
tions and administering them when necessary and ( 2) HEW ,..._ f o.,? 
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requirements that a record of narcotics dispensed and admin-
istered be maintained in detail. 

Accounting for drugs other 
than narcotics 

In our August 8, 1966, report, we expressed the view 
that (1) nursing homes should maintain records of the quan-
tity of incoming drugs, (2) pharmacists should be required 
to indicate the quantity of drugs on the labels of the con-
tainers of drugs for welfare patients, and (3) nursing homes 
should be required to check these quantities, at least on a 
test basis. It was our belief that maintaining records of 
incoming drugs, the added labeling requirement, and periodic 
test counts could serve as bases for further inquiry or in-
vestigation in those instances where there were indications 
that significant units of drugs were unaccounted for or that 
quantities of drugs purchased substantially exceeded antici-
pated needs. 

Subsequent to the issuance of that report, the State 
of California advised HEW that guidelines issued by the State 
rloard of Pharmacy would meet and surpass the standards sug-
gested by GAO. We note that the Board's guidelines concern-
ing pharmaceutical services provided in nursing homes state 
that "Accurate records shall be kept of all medication re-
ceived by the facility and administered to the patient"--;nd 
that "All prescription medication for the individual patient 
shall bear on the label the name, dose size, expiration date 
if indicated, and amount of the drug contained." (Under-
scoring supplied.) It should be noted that adherence t.o 
these guidelines by nursing homes and pharmacies participat-
ing in the Medi-Cal program is not obligatory. We noted 
also that neither the State licensing requirements for nurs-
ing homes nor Medi-Cal regulations require that test counts 
of incoming drugs be made. 

During our recent review we found that none of the 12 
nursing homes which we visited maintained records of the 
quantity of incoming drugs other than narcotics. At these 
12 nursing homes we inquired as to whether test counts were 
made of incoming drugs--other than narcbtics--and whether 
pharmacists recorded the quantity of drugs on the label of 
the drug container. 
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We were advised at 11 of these homes that test counts 
of incoming drugs from pharmacies were not made and at the 
remaining home that test counts were made infrequently. 
Also, at five of the 12 homes, we were advised that pharma-
cies never showed quantities of drugs on the labels· whereas 

f • ' ' at ive other homes, we were advised that the pharmacies 
always showed quantities on the labels. At the two remain-
ing nursing homes, we were advised that some pharmacies 
showed quantities on the container labels whereas others did 
not. 

The need for control and accountability over the quan-
tity of prescribed drugs received by nursing homes still ex-
ists, because current guidelines relating to drug control 
are not mandatory and do not require verification of quanti-
ties of incoming drugs. As illustrated in the following 
table, at one nursing home visited, significant proportions 
of drugs prescribed for three Medi-Cal patients during the 
period October 1, 1969, through January 6, 1970, were not on 
hand and could not be accounted for by nursing home offi-
cials. 

Quantity Unac-
administered counted 

Quantity per orders for dif -
Medication Patient purchased and charts ference 

Mellaril tablets A 310 265 45 
Darvon compound 

capsules B 60 29 31 
Benadryl capsules C 281 267 14 

In view of the continuing lack of control and account-
ability over the quantity of drugs received, we believe that 
?HCS_should re:ruire pharmacies and nursing homes participat-
ing i~ the ~edi:Cal program to adhere to recordkeeping and 
labeling guidelin~s set forth by the State Board of Pharmacy. 
Also, we continue to believe that nursing homes should be 
required to verify, on a test count basis, the quantities of 
incoming drugs and to record the dates and results of such 
tests. 
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Drugs on hand 

State licensing requirements regarding the disposition 
of drugs for deceased patients or for patients who have left 
nursing homes have been revised since the issuance of our 
prior report. These requirements now state that in?ividu: 
ally prescribed drugs shall be destroyed when a patient dies 
or is discharged from a nursing home unless the attending 
physician orders otherwise. The State requires nursing 
homes to record the destruction of individually prescribed 
drugs. The home's records are required to show the patient's 
name, the name of the medication, the quantity destroyed, 
the date of destruction, and the signatures of two witnesses. 

Our review at 11 of 12 nursing homes indicated that in-
dividually prescribed drugs for deceased or discharged pa-
tients were being destroyed in accordance with State li-
censing requirements. At the remaining nursing home, how-
ever, we found that individually prescribed drugs had not 
been destroyed for patients who were deceased or discharged. 
An official at this nursing home advised us that it was their 
policy to collect these drugs and return them for destruc-
tion to the pharmacy from which they were purchased. At the 
time of our visit, we noted that drugs for such patients had 
been packaged for delivery to the pharmacy but records of 
the disposition of these drugs--or drugs previously dis posed 
of in this manner--were not maintained. Department of Pub-
lic Health officials agreed with us that returning drugs to 
the pharmacy from which they were purchased was not in ac-
cord with State licensing requirements. 

We examined State inspection reports for 70 nursing 
homes for the period January 1, 1966, through November 15, 
1969 (seep. 12). These reports cited 80 violations at 
41 homes of State licensing requirements relating to the 
handling, storage, and disposal of drugs; 23 of the viola-
tions related to the improper disposal of drugs at nursing 
homes. 

Department of Public Health officials advised us that, 
despite the revised licensing requirements, the disposal of 
prescription drugs by nursing homes was a very difficult 
area for their inspectors to police. They were of the 
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opinion that a nursing home operator could conceal from the 
inspectors drugs belonging to deceased or discharged pa-
tients by maintaining the required records of destruction 
(while not actually destroying the drugs) and routinely ob-
taining the signatures of his employees as witnesses. 
These officials did not cite any specific instances where 
such concealment had been detected. We believe that the 
Department should direct its inspectors to examine into the 
authenticity of the signatures of witnesses and the manner 
in which such signatures were obtained on a periodic test 
basis and in every instance in which it is suspected that 
drugs are being improperly retained by a nursing home in 
violation of State licensing requirements. 

We believe that improvements have been made in the 
State's procedures governing the disposal of individually 
prescribed drugs for patien~s who have left nursing homes. 
Nevertheless, continued efforts by State licensing inspec-
tors are warranted in view of the concern expres'sed by State 
officials relating to the possible concealment of drugs pur-
ported to be disposed of. 

Agency connnents and actions 

In connnenting on a draft of this report, HEW and DHCS 
agreed that continued effort to improve controls over the 
prescribing and dispensing of drugs for nursing home pa-
tients appeared warranted. HEW stated that it planned to 
discuss the matter with State officials and DHCS stated that 
it was in the process of developing detailed Medi-Cal pro-
gram requirements for the prescribing and dispensing of 
drugs in nursing homes. 

25 



SUPPLEMENTAL PAYMENTS TO NURSING 
HOMES FOR MEDICAID PATIENTS 

Supplemental payments by patients or others to nursing 
homes under the Medicaid program are prohibited by HEW reg-

-ulations. Supplement D of HEW's Handbook of Public Assis-
' tance Administration states that participation in the pro-
gram is limited to providers of service, including nursing 
homes, that accept, as payment in full, the amounts paid in 
accordance with the fee structures established by the State. 
The California State plan for Medi-Cal contains the same 

:prohibition. 

We noted that State and county agencies had issued a 
number of informational brochures advising recipients of 
the medical services covered under the Medi-Cal program. 
These brochures, however, do not (1) describe the nature of 
supplemental payments, (2) specify the items of service or 
care included in the rate paid to nursing homes, or (3) spe-
cifically state that supplemental payments by patients or 
others for items included in the rate should ,not be made. 
We noted also that the State had, on several occasions, ad-
vised fiscal agents, nursing homes, Medi-Cal Consultants, 
and county welfare offices, that supplemental payments were 
prohibited. We found, however, that the State did not sys-
tematically review nursing home practices to ascertain 
whether supplemental payments were being received and that 
investigations were made on a complaint basis only. 

Sfnce initiation of the Medi-Cal program, DHCS has in-
vestigated complaints that supplemental payments were being· 
made to 42 nursing homes. At the time of our recent re-
view, many of these investigations had not been completed. 
In nine cases, DHCS determined that supplemental payments 
had, in fact, been collected by the nursing homes. Three 
examples follow. 

1. Between March 1966 and September 1969, a nursing 
home collected over $1,400 from 34 patients for ser-
vices which were covered in the daily rate paid by 
Medi-Cal. This home also collected $250 at the 
rate of $25 per month in "under the table" payments 
from the family of one Medi-Cal patient. The in-
vestigation disclosed that all of the improper 
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transactions were attributable tb__the home's former 
administrator and former bookkeeper. Since these vi-
olations were by the employees of the home, DHCS did 
not bring formal action to remove the proprietors 
from the program. We were advised by DHCS officials 
that arrangements to recover the overpayments were 
being made and that amounts collected would be re-
turned to those who made the payments. 

2. Another investigation resulted in a nursing home 
being placed on probation for 3 years in lieu of 
being suspended from the program. This home had 
collected about $2,000 in supplemental payments--
$100 a month during the period April 1967 to Decem-
ber 1968--made in behalf of a Medi-Cal patient. 

3. Another nursing home was charging Medi-Cal patients 
$10 a month for personal laundry even though, in 
some instances, no such expenses were incurred and, 
in other instances, these expenses may have been 
less than the $10. This charge was made only to 
Medi-Cal patients in the home. As a result of their 
investigation, DHCS recovered about $1,300. 

DHCS officials stated that they did not have statistics 
on the number of complaints received regarding s,1pplemental 
payments under the former medical assistance program but 

' that the number of complaints received concerning supple-
'mental payments had probably increased because of the ex-
panded coverage of the Medi-Cal program and the increased 
number of participants. 

We noted that a report issued in November 1968 by the 
Attorney General of the State of California stated that an 
investigation of the Medi-Cal program had disclosed.that 
many nursing homes required patients or their relatives to 
pay money "under the table" to secure admission of the pa-
tient and that often supplemental payments were required 
each month that the patient remained in the home. The At-
torney General's report further stated that many Medi:Cal 
patients in nursing homes were not awar: of the bem:fits. to 
which they were entitled and could be billed by the nursing 
home for services which, unknown to the patient, had already 
been paid for under the program. 
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A Department of Public Health official advised us that 
a review to determine whether supplemental payments had 
been made was not included in their inspections of nursing 
homes. DHCS officials advised us that, despite a substan-
tial increase in their investigative staff since the start 
of the Medi-Cal program, there was. still not sufficient 
staff to systematically review nursing home records to de-
termine whether supplemental payments had been received and, 
therefore, such reviews were made only when a complaint was 
received. 

In considering the (1) substantial increase in the cov-
erage of the Medi-Cal program over the prior medical as-
sistance program, (2) increased number of complaints being 
received by DHCS concerning supplemental payments, (3) de-
terminations by DHCS in cases examined that supplemental 
payments were, in fact, being received by nursing home op-
erators, and (4) findings of the State's Attorney General, 
we believe that an effective State program to discover, in-
vestigate, and eliminate supplemental payments to nursing 
homes is needed. Such a program could include ('l) letters 
of inquiry to relatives of the patients, (2) discussions 
with patients during routine visits by State employees, and 
(3) notices to recipients when periodically mailing their 
Medi-Cal identification cards. 

We believe that, so long as reviews at nursing homes 
do not include a determination for compliance with the HEW 
regulations prohibiting supplemental payments, such pay-
ments will continue to be made principally because most per-
sons making such payments are either unaware that the pay-
ments are not required or are concerned that a complaint 
could result in the patients' not receiving adequate care. 
Further, we remain of the opinion that dissemination of in-
formation to Medi-Cal recipients and other interested par-
ties, as to the nature of supplemental payments and what 
services or care are covered in the rate paid under the pro-
gram, would tend to deter supplemental payments to nursing 
homes for Medi-Cal patients. 

Safeguarding patients' personal funds 

The California Administrative Code requires nursing 
home operators to maintain adequate safeguards and accurate 
records of Medi-Cal patients' money and valuables. 
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examine into the propriety of the types of charges made 
~gainst t~e accounts or the adequacy of documents support-
ing deposits and withdrawals. 

Regulations of the California Department of Social Wel-
fare require that patients in nursing homes be visited at 
~east o:1ce year ?Ya county social worker to verify that 
the ~atient con~inued residence in the nursing home is 
consistent with his social needs. A Department of Social 
Welfare official has advised us that, during these visits 
the social workers inquire into the status of the personai 
funds of patients only if requested to do so by the patient 
or someo:1e acting in_the patient's behalf or if the patient 
has previously been Judged incompetent. 

. We believe that the results of our review, together 
with the report of the State Attorney General demonstrate 
the need for action by the State to strengthe~ controls 
over the handling of patients' personal funds. 

Also, we continue to believe that there is a need for 
the State to establish standard procedures to be used by 
n~rsin~ homes in handling and accounting for Medi-Cal pa-
tient~ persona~ funds. Such action, supplemented by ap-
P:0 priate sur:eillance_d~ring visits by State representa-
~ives wo~ld, in our opinion, substantially assist the State 
in guarding against misuse of these funds. 

Agency comments and actions 

. In commenti~ on a d:aft of this report, HEW agreed 
with our suggestion that information on services and care 
covered u:1de: the Medi-Cal daily rate paid to nursing homes 
and :estriction~ concerning supplemental payments should be 
provided to patients' relatives and other interested per-
sons: The State advised HEW that it had adopted this sug-
gest i~n a:'1d was preparing au information leaflet for cir-
cularization. 

H~ ag;eed also that better controls over the handling 
of patients personal funds by nursing homes were needed 
and ~t~t~d that it would discuss with State officials the 
feasibility of establishing standard procedures to be fol-
lowed by the homes and surveillance by the State. 

30 

ADVERTISING BY NURSING HOMES 
OF PHYSICAL THERAPY FACILITIES 

The California Administrative Code specifies that pro-
viders of services may be suspended from the Medi-Cal pro-
gram for unlawful or unethical advertising or advertising 
which holds forth the advertiser as one specifically author-
ized or certified to render services available under the 
program. 

We inquired into the advertising practices at 12 nurs-
ing homes. Three homes did not advertise; seven homes 
used various types of advertising which appeared to be con-
sistent with the Medi-Cal regulations; but the advertising 
of the two remaining nursing homes appeared not to be in 
accord with the regulations. 

One nursing home's advertising brochure stated that a 
fully equipped physical therapy room was available on the 
premises; however, our visit to the physical therapy room 
revealed that the only equipment available was a set of 
parallel bars. The nurse in charge at this home informed 
us that the parallel bars represented the only physical 
therapy equipment in the home. She stated that, in prepar-
ing the advertising brochure, she referred to other nursing 
home advertisements in the yellow pages of the telephone 
directory and took excerpts from the various advertisements. 

A second home--part of a chain of nursing homes--was 
using the same advertising brochure cited in our August 1966 
report as containing misleading information regarding phys-
ical therapy facilities. We noted that, except for the 
front and back covers which contained the names and exterior 
pictures of the individual nursing homes, this advertising 
brochure was being used by at least eight other homes in the 
chain. The home advertised that it possessed 

1. a physical therapy department under the direction 
of a well-qualified registered therapist, 

2. 12-foot parallel bars, 

3. exercise steps, 
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4. a tilt-top table, 

5. exergenie wall pulleys, 

6. a Burdick ultrasound and electric stimulator, 

7. diathermy, 

8. a traction table, and 

9. a hydrocollator for moist heat. 

Our inspection of the physical therapy room at this nursing 
home revealed that the only items of equipment available 
were the parallel bars and the exercise steps. The admin-
istrator of this nursing home acknowledged that these two 
items of equipment were the only pieces of physical therapy 
equipment at this home; however, she said that the remainder 
of the advertised equipment was located in other nursing 
homes in the chain but was portable and could be made avail-
able to patients in this home. 

We discussed the results of our review with DHCS and 
Department of Public Health officials who advised us that 
they had no program to review nursing home advertisements. 
We were told that their investigative staffs reviewed nurs-
ing home advertisements only on a complaint basis or when 
one of these staff members happened to notice a questionable 
advertisement. Furthermore, DHCS officials stated that, in 
their capacity as the single State agency responsible for 
administration of the Medi-Cal program, they were concerned 
only with those who advertise services, supplies, or equip-
ment as being reimbursable under the Medi-Cal program. 
DHCS and Department of Public Health officials stated that 
the policing of advertising was not their responsibility. 

In our opinion, no action has been taken by the State 
to improve controls over advertising by nursing homes. We 
believe that Medi-Cal patients or their families could be 
misled by the types of advertisement which we have noted. 
We believe that, to help avoid misleading advertising by 
nursing homes, DHCS--as the single State agency--should 
either assume the responsibility for policing advertising 
practices relating to the program or ensure that such 
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1 . i·s specifically assigned to, and carried out responsibi ity 
by, some other State agency. 

Agency comments and actions 

In commenting on a draft of this repo:t~ 1:1EW ag:ee~lic-
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TRANSFERRING PATIENTS 
BETWEEN NURSING HOMES 

State Medi-Cal regulations require that transfers of 
patients between nursing homes be approved by the Medi-Cal 
Consultant prior to such transfers. The regulations do not, 
however, specify the manner in which prior approval is to be 
obtained. Guidelines issued by DHCS to the Consultants for 
their use in authorizing nursing home care are not addressed 
to the circumstances under which interhome transfers of pa-
tients are to be permitted. We were advised by Medi-Cal 
Consultants that prior approval for transferring a Medi-Cal 
patient was usually obtained from the Consultant by tele-
phone and that no permanent record of such approval had 
been maintained. 

We inquired into the reasons for the interhome trans-
fers of 60 Medi-Cal patients at eight of the 14 nursing 
homes we visited. Since the nursing homes are not required 
to maintain records of the reasons for interhome transfers 
of patients, it was necessary for us, in most ' instances, to 
rely on the recollections of the nursing homes' staffs 
about the reasons for the transfers. 

On the basis of the recollections of the nursing homes• 
staffs and our review of available records, it appears that, 
of the 60 transfers, 34 were made primarily for the benefit 
of the patient. For 13 transfers, there was not sufficient 
evidence to enable us to reach an opinion as to who bene-
fited primarily from the transfer. We believe, however, 
that the remaining 13 transfers were made for the benefit 
of someone other than the Medi-Cal patient. We found that: 

--Six transfers were made primarily for the benefit of 
the nursing homes making the transfers because op-
erators of the homes wanted the beds occupied by 
these patients for use by prospective Medicare or 
private patients for whom a higher daily rate could 
be collected. In one of these six transfers, the 
family of the patient was not aware of the transfer 
until after it had taken place. 

--Two transfers were made at the instigation of the 
former owner of a nursing home who had opened a new 
home. 
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--Five transfers were made because the attending physi-
cian wanted the patient in a nursing home of which 
he had become part owner. 

In each of these 13 transfers, the Medi-Cal Consultant 
determined that nursing home care was needed by the patient. 
The approval document for such care, however, is not de-
signed to disclose any information relevant to the reasons 
for the transfer of a Medi-Cal patient from one home to 
another. In our opinion, the Medi-Cal Consultant did not 
receive all the information necessary to reach a decision 
concerning the need for, or reasonableness of, interhome 
transfers. 

We believe that criteria under which Medi-Cal patients 
may be transferred at the initiative of the nursing home 
should be established; that policies and procedures under 
which nursing homes would have to obtain the written approval 
of the Medi-Cal Consultant before effecting such transfers 
should be developed; and that these criteria, policies, and 
procedures should be made a part of the State plan. 

Agency comments and actions 

In commenting on a draft of this report, HEW agreed 
with our suggestion that authorizations for transfer be in 
writing and include the reasons for transfer. HEW stated 
that it planned to recommend to the State that, in each in-
stance of a proposed transfer, an interview with the patient 
by his caseworker be required and that the caseworker make 
a written record of the reasons for the transfer. 
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CONCLUSIONS, RECOMMENDATIONS, AND 
AGENCY COMMENTS AND ACTIONS 

Our recent review of practices in providing nursing 
home care showed that, for the most part, weaknesses in the 
administration of California's Medi-Cal program continue to 
exist. Although HEW and the State instituted measures de-
signed to correct some of the weaknesses pointed out in our 
August 1966 report, such measures were generally ineffective 
in resolving the problems noted. Also, we found weaknesses 
in the administration of one aspect of the program--account-
ing for narcotics--which we had examined into during our 
prior review and found not to be a problem. 

Extensive coordination of the various State agencies is 
vital to the success of any program--such as Medicaid--
wherein there are divergent interests and/or multiple levels 
of responsibility. We believe, however, that the degree of 
coordination necessary to enable California to successfully 
implement its Medicaid program has not been achieved. For 
example: 

1. Results of Department of Public Health inspections 
of nursing homes which revealed significant defici-
encies relating to State licensing and HEW require-
ments had not been made known to attending physi-
cians either through Medi-Cal Consultants or through 
local medical societies or had not been used by DHCS 
to carry out its responsibilities under HEW regula-
tions to require compliance with, or to terminate a 
nursing home's participation in, the program. 

2. DHCS had not required that guidelines promulgated 
by the California State Board of Pharmacy be fol-
lowed by nursing homes. 

3. DHCS had not fixed the responsibility for the polic-
ing of nursing homes' advertising practices. 

We believe that the State plan for Medi-Cal, which has 
been approved by HEW, remains deficient in that it does not 
provide adequate guidelines for (1) discontinuance of pay-
ment for the care of Medi-Cal patients in nursing homes in 
which substandard conditions exist, (2) controls over the 
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administration of narcotics and other drugs, and (3) protec-
tion of the patients from interhome transfers for the bene-
fit of others. Although the State plan contains guidelines 
relating to supplemental payments, protection of patients' 
personal funds, authorizations for medications and treat-
ment, destruction of drugs for deceased or disc?arged pa-
tients, and nursing home advertisements, we believe that 
adequate procedures to help ensure compliance with these 
guidelines by nursing homes have not been implemented by 
the State nor have appropriate reviews been made by the 
State or HEW to highlight the need for additional correc-
tive measures. 

Primary responsibility for the quality of medical care 
under the Medicaid program rests with the States. HEW is 
responsible for assuring itself, through appropriate admin-
istrative reviews and audits of States' program activities, 
of the adequacy of States' program administration. We be-
lieve that administrative reviews by HEW regional represen-
tatives generally have been inadequate to ascertain whether 
nursing homes providing care to Medi-Cal patients have met 
the HEW requirements governing the quality of care or 
whether the patients' interests have been safeguarded. We 
noted that, on November 25, 1969, the HEW Audit Agency fur-
nished to its regional offices audit guidelines for a multi-
State audit of nursing homes participating in the Medicaid 
program. One of the stated objectives of the Audit Agency's 
review was to determine whether Medicaid patients were being 
provided with adequate care and facilities. 

Recommendations to the Secretary 
of Health, Education. and Welfare 

In the interest of providing the surveillance necessary 
to help minimize deficiencies in the care, services, or 
treatment given to Medicaid patients in nursing homes and to 
effect corrective action where such deficiencies are found, 
we recommend ·that the Secretary of HEW, through the Admin-
istrator of the Social and Rehabilitation Service: 

--Direct HEW regional representatives to review the 
manner in which State agencies are implementing HEW 
regulations relating to the quality of care being 
provided to Medicaid patients in nursing homes. 
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--Impress upon State officials the importance of clari-
fying the respective responsibilities and authority 
of the State and county agencies involved in the ad-
ministration of the Medicaid program. 

We recommend also that HEW regional representatives assist 
DHCS in determining action needed to help resolve the prob-
lems discussed in this report. 

Agency comments and actions 

In commenting on a draft of this report by a letter 
dated June 15, 1970 (see app. I), the Assistant Secretary, 
Comptroller, HEW, stated that the HEW regional office staff 
would be instructed to review with the California State 
agency the several Federal regulations relating to the qual-
ity of nursing home care and to discuss with them the appli-
cability of these regulations to the observations made in 
our report. He stated also that, since there appears to be 
a lack of full understanding of these regulations in Cali-
fornia and other States, HEW was planning visits by teams 
of central office and regional office staffs to review ac-
tivities and procedures of State agencies and to provide 
consultation on full implementation of the regulations. 

The Assistant Secretary, Comptroller, informed us that 
HEW planned to visit a few selected States within the next 
3 months and would, on the basis of this experience, con-
sider visiting all Medicaid States. He informed us also 
that HEW agreed that the single State agency administering 
the Medicaid program should assure itself that employees of 
assisting agencies were fully aware of the responsibilities 
which had been established. 

Further, in accordance with our recommendations, HEW 
officials will discuss these matters with DHCS officials 
and will assist them in determining the actions needed to 
ensure correction of the problems noted. He also stated 
that, if these discussions revealed a need for assistance 
by the Division of Management Information and Payment Sys-
tems or the Division of Technical Assistance and Training 
of the Medical Services Administration, Social and Rehabil-
itation Service, in Washington, such assistance would be 
made available. 
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CHAPTER 3 

CONTROLS OVER PAYMENTS 

FOR PRESCRIBED DRUGS 

In our report of August 1966, we concluded that the. 
prepayment and postpayment audit procedures recommended in 
the State plan to provide assurance that payments were made 
only for correctly priced drugs prescribed under.p7oper au-
thority and actually delivered for the use of eligible re-
cipients had not been fully and adequately implemented at 
the county level. We stated that (1) the State had n~t ad-
equately carried out its responsibilities ~or ~valuating 
county activities to determine that the o~Jectives of the 
State plan relating to payment for prescribed drug~ had 
been achieved and (2) HEW had not utilized the review pro-
cesses necessary to ascertain the quality of the administra-
tion of this aspect of the program. 

We suggested that HEW provide its field re~re~entatives 
with specific guidelines relating to.th~ presc7iption drug 
program for their use in making continuing reviews of State 
and local administration as required in HEW regulations. 
We suggested also that consideration be given to including 
in the State plan certain additional requirements and proce-
dures to better ensure that drugs for which payments were 
made were actually delivered for the use of eligible welfare 
recipients. 

During calendar year 1964, payments of about $21.3 mil-
lion were made in the State of California for more than 
5.8 million drug prescriptions for welfare recipients; d~r-
ing 1968, payments of $47.3 million were made for 11.8 mil-
lion drug prescriptions under Medi-Cal. The Federal share 
of these expenditures was about 50 percent. 

On the basis of our most recent review, we believe that 
the procedures for payment of prescription drugs under the 
Medi-Cal program generally are inadequate to preclude.a con~ 
tinuation of problems cited in our prior report. Social and 
Rehabilitation Service regulations, issued in March 1969, 
require that States institute procedures for reviewing the 
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use of medical services, including prescription drugs, and 
for safeguarding against misuse of such services. We found 
that IHCS had not specified procedures to be followed by the 
fiscal agent to effectively control Medi-Cal drug payments. 
Further, HEW and the State were not making systematic and 
independent verifications to ascertain whether payments to 
p_ri vate pharmacies for prescription drugs were limited to 
prescriptions for recipients for whom the drugs were pre-
scribed and whether the drugs were dispensed by the pharma-
cies in quantities and in frequencies consistent with the 
physicians' dosage instructions. 

Prior to Medi-Cal, each county in the State was respon-
sible for processing, paying, and auditing claims for pre-
scription drugs for welfare program recipients. For Medi-
Cal, the State contracted with California Physicians Ser-
vice to act as fiscal agent for all 58 counties in the 
State. The contract requires the fiscal agent to process, 
pay, and audit drug claims under the program and to install 
controls to prevent fraud and misuse of the drug program by 
providers and recipients. 

The HEW Audit Agency reviewed the claims processing 
pr~cedures of California Physicians Service. This review, 
which covered the period March 1966 through June 1968, in-
cluded evaluations of the effectiveness of controls over the 
processing of claims and resulted in a number of recommenda-
tions for improving operations. The HEW Audit Agency's re-
port, issued in October 1968, did not deal with the problems 
discussed in our August 1966 report. The HEW Audit Agency 
also reviewed selected areas of the Medi-Cal program for 
the period March 1966 through December 1968, and, in a 
June 1969 report, the Audit Agency made recommendations to 
DHCS for improving administration of the program. This re-
view also did not include an examination into claims for 
prescribed drugs under the Medi-Cal program. 

The prepayment and postpayment audit procedures used 
by the fiscal agent did not provide for routine verifica-
tions that prescribed drugs had been received by recipients 
for whom the prescriptions were written. For example, pre-
payment audit procedures did not require the claims re-
viewer to examine the prescription drug form to ensure that 
the signature acknowledging receipt of the drug was (1) not 
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made by someone employed by the dispensing pharmacy or (2) 
that of the Medi-Cal recipient or someone duly authorized 
by him to receive the drugs. 

Our examination of 300 Medi-Cal prescription forms for 
evidence of receipt of drugs by the recipient or persons 
authorized to act in their behalf showed that: 

--10 prescription forms contained a certification of 
receipt executed by an employee of the dispensing 
pharmacy. 

--139 prescription forms were receipted by persons 
whose relationships to the Medi-Cal recipients were 
not identified on the prescription forms. 

DHCS plans to adopt a new Medi-Cal drug billing form 
which, it believes, will provide faster and more accurate 
processing of the drug claims. The new form will eliminate 
the practice of obtaining the signature of the recipient or 
his authorized representative as evidence of receipt. In 
our opinion obtaining the signature of the person receiving 
the drug se.::.Ves a useful purpose--as a means of control--in 
the administration of the prescribed drug aspect of the pro-
gram and should be retained. 

We believe that the administration of this aspect of 
the Medi-Cal program could be strengthened by requiring 
persons who receive prescribed drugs on behalf of recipients 
to record on the new billing forms their identities and ca-
pacities or authorizations for acting on behalf of the re-
cipients. This practice could assist in ensuring that the 
recipients actually receive the drugs. 

We recognize that, because of the large volume of pre-
scriptions, it would be impracticable to verify the author-
ity of every person certifying receipt of drugs on behalf 
of Medi-Cal recipients. However, verification on a test 
basis would provide reasonable assurance that prescription 
invoices submitted by pharmacies represent drugs actually 
dispensed by the pharmacies and received by eligible recip-
ients. Verification procedures might include comparing the 
names and/or signatures of persons certifying receipt on 
behalf of eligible recipients with the names of persons 
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residing in the household--as shown in Department of Social 
Welfare case files--who would normally be expected to re-
ceive drugs for the recipients. The names or signatures of 
persons authorized to receive prescribed drugs for Medi-Cal 
recipients residing in institutions, such as nursing homes, 
could be submitted for inclusion in Department of Social 
Welfare records. Where test results raise questions as to 
the proper use of the drug program--by an individual recip-
ient, an institution, or an individual pharmacy--a field in-
vestigation would be indicated to determine whether a misuse 
of the drug program occurred. 

In our prior report we noted an overlapping of pre-
scriptions as indicated by the pharmacies dispensing pre-
scribed drugs over periods of time in quantities and in 
frequencies greater than required by dosage instructions. 
In one of the cases which we cited, five separate prescrip-
tions were issued to a welfare recipient for a total of 120 
tablets of the same drug during an 18-day period. Accord-
ing to dosage instructions, only 18 tablets should have 
been used during that period. During our recent review, we 
noted that the State Attorney General's November 1968 report 
disclosed instances of pharmacies' dispensing prescribed 
drugs in greater quantities than specified by physicians. 

We found that patient profiles (history of medical ser-
vices received by individual recipients) were not routinely 
produced to assist California Physicians Service in carrying 
out its responsibility as fiscal agent for preventing fraud 
and misuse of the drug program. Therefore, it was not 
practicable for us to attempt to identify instances of over-
lapping prescriptions which, when compared with the pre-
scribed dosage, would indicate the dispensing of drugs over 
periods of time in quantities greater than specified. In 
the absence of such profiles, and since drug claims are 
processed individually as received, the fiscal agent's au-
dit procedures cannot detect an irregular pattern of drug 
purchases over a period of time. 

In our opinion, DHCS should require the fiscal agent 
to institute postpayment audit procedures to help identify 
instances in which it appears that excessive quantities of 
drugs are being dispensed to Medi-Cal recipients. Instances 
so identified could provide a basis for inquiry or investi-
gation to determi ne whether misuse of the program exists. 
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We noted that, during the period October 1967 through Novem-
ber 1968, DHCS reviewed the drug payment procedures fol-
lowed by its fiscal agent and found that overpayments to 
pharmacies were not being detected primarily because the 

,.,, auditors were not consistently following their audit proce-
dures and because, in some instances, these audit procedures 
were not adequate to disclose instances of fraud or misuse. 
Efforts of the fiscal agent to correct the problems noted 
in the DHCS review were not effective. We therefore be-
lieve that additional efforts are required. 

43 • I . 



CONCLUSIONS, RECOMMENDATIONS, AND 
AGENCY COMMENTS AND ACTIONS 

DHCS has not instituted procedures to ensure that 
(1) payments are made only for prescription drugs actually 
delivered to Medi-Cal recipients and (2) drugs are being 
dispensed in quantities and in frequencies consistent with 
physicians' dosage instructions. In view of the large vol-
ume of prescriptions written for Medi-Cal recipients and in 
view of the cost of such prescriptions, we believe that 
strengthened contro l s over these aspects of the Medi-Cal 
program are warranted. In our opinion, a requirement that 
persons who receive prescribed drugs on behalf of program 
recipients identify their authority to receive such drugs 
would help to prevent the receipt of drugs by unauthorized 
persons. Also, the use of patient profiles--which would 
indicate irregular patterns of drug purchase--will highlight 
instances where a field investigation is warranted to de-
termine whether a misuse occurred. 

Recommendation to the Secretary 
of Health, Education, and Welfare 

We recommend that the Secretary of HEW, through the 
Administrator of the Social and Rehabilitation Service, en-
courage DHCS to institute additional procedures designed to 
ensure that payments are made only for prescribed drugs 
which are actually delivered for use of program recipients 
and that drugs are dispensed in quantities and in frequen-
cies consistent with physicians' instructions. We believe 
that the State should require persons receiving and signing 
for prescribed drugs on behalf of program recipients to re-
cord on the prescription forms their identities and capaci-
ties or authorizations for acting on behalf of the recip-
ients. 

Agency comments and actions 

In a letter to us dated June 15, 1970 (see app. I), 
the Assistant Secretary, Comptroller, HEW, agreed that con-
trols must be instituted by the fiscal agent to detect ir-
regular patterns of drug purchases. He stated that the 
program regulation issued by the Social and Rehabilitation 
Service in March 1969, if adequately implemented, would 
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(1) ensure that excessive quantities of drugs were not pre-
scribed and (2) contribute to a system of control over 
claims and payments to ensure that purchased services were 
actually delivered. He stated also that the HEW regional 
representatives had been advi sed to review with the State 
the status of the implementation of this regulation and its 
applicability to the problems identified in our report. 

With respect to our suggestion t hat the State require 
persons receiving drugs to sign for them and to indicate 
their identities and authorizations to act on behalf of the 
recipients, DHCS advised HEW (see app. II) that the require-
ment for signature on receipt of drugs had been irritative 
and nonproductive but that the newly designed pharmacy bill-
ing form did call for certification by the pharmacy that the 
services were provided. DHCS also stated that the new form 
would allow improved claims processing by computerized 
techniques and a review of pharmacy claims that were not 
within prescribed limits. HEW advised us that it planned 
to review the new billing form and to determine whether 
further action, possibly as we suggested, would be necessary. 
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CHAPTER 4 

SCOPE OF REVIEW 

Our review of HEW and State procedures and practices 
in providing nursing home care to, and in controlling pay-

'lilents for drugs prescribed for use by, Medicaid recipients 
in the State of California was directed toward determining 
and evaluating the effectiveness of actions taken to cor-
rect the weaknesses and deficiencies discussed in our Au-
gust 1966 report on the former medical assistance program. 

Our work was performed at HEW headquarters in Washing-
ton, D.C., at HEW's regional office in San Francisco, Cali-
fornia, and at the Sacramento headquarters of DHCS, the De-
partment of Public Health, and the Department of Social 
Welfare. We also visited the offices of California Physi-
cians Service in San Francisco. 

We reviewed the enabling legislation and examined per-
tinent procedures, records, and documents relating to the 
Medicaid and Medi-Cal programs. We held discussions with 
HEW, State, and California Physicians Service officials re-
sponsible for the administration of the program. In addi-
tion, we visited 14 nursing homes located in Alameda, 
Fresno, Los Angeles, and Santa Clara counties. These coun-
ties were selected because they accounted for a significant 
amount of Medi-Cal expenditures. We did not review all 
matters discussed in this report at every home we visited. 
Factors which we considered in selecting nursing homes were 
their bed capacity and the number of Medi-Cal recipients 
served. We reviewed case files for 106 patients at the 
14 nursing homes which we visited. For the most part, 
these case files, which covered transactions during calen-
dar years 1966-70, were selected for Medi-Cal recipients 
residing in the home at the time of our visit. 

In addition, we selected 70 nursing homes located in 
16 counties in northern California and reviewed all inspec-
tion reports of the Department of Public Health for these 
homes during the 1966-69 period. Again, the factors we 
used in selecting these homes were their bed capacity and 
the number of Medi-Cal recipients served. 
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APPENDIX I 
Page 1 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
WASHINGTON, D.C. 20201 

OFFICE OF THE SECRETARY 

Mr. John D. Heller 
Assistant Director 
Civil Division 

JUN 15 1970 

u.s. General Accounting Office 
Washington, D. c. 20548 

Dear Mr. Heller: 

The Secretary has asked that I reply to the draft report of the 
General Accounting Office on its review of actions taken to improve 
practices in providing nursing hane care and controlling p~ents 
tor prescribed drugs tor Medicaid recipients in California. 

Enclosed are the Department comments on the findings and 
recomnendatiais in your report and the canments on certain 
points in the response of the Department of Health Care Serrices 
of the State of California. 

We appreciate the opportunity to review and coDl!lent on your 
draft report and welcomed your suggestion that the appropriate 
state officials be .afforded the same opportunity. 

Sincerely yours, _ 
' 

• , I ) 

\ /.L . ·l ,· , r ., v ~ _. - I 1..--(_(_-, 
- '-.,_ -· V ·· 1 

.,, James • Kei1Y 1 

Assistant Secre~~, Canptroller 
-, 

Enclosure 
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COMMENTS ON DRAFT REPORT 
OF THE GENERAL ACCOUNTING OFFICE 

PROBLEM AREAS RELATING TO NURSING HOME CARE AND PRESCRIBED 
DRUGS UNDER THE MEDICAID PROGRAM IN THE STATE OF CALIFORNIA 

The draft report by the General Accounting Office is an evalu-
ation of the extent to which problems identified in 1966, in 
the provision of care to nursing home patients in California 
under the medical assistance to the aged program, have been 
corrected or persist under Medicaid. On the basis of the find-
ings reported by GAO, we agree that problems warranting the 
careful attention of the State agency and the Department of 
Health, Education, and Welfare continue to exist in many of the 
areas examined. 

Following are our comments on each of the matters discussed in 
the draft report. 

STANDARDS OF CARE IN NURSING HOMES 

The GAO reports, on its review of the maintenance of standards 
in skilled nursing homes, findings which clearly indicate prob-
lems in this area. The report correctly points out that HEW has 
imposed upon States, standards for facilities and services which 
must be met by nursing homes to participate in the Medicaid 
program. Final regulations to implement Section 1902(a)(28) of 
the Social Security Act - relating to standards for skilled 
nursing homes - were published in the Federal Register on 
April 29, 1970 (45 CFR 249-33); the interim regulations were 
published on June 24, 1969. 

The draft report seems to emphasize licensing violations noted 
by the California Department of Public Health inspections. While 
meeting licensing standards is one of the prerequisites for partic-
ipation in the program, a skilled nursing home may meet State 
licensure requirements but nevertheless not be qualified to 
participate in the program because of a failure to meet HEW stand-
ards for certification of eligibility to provide services to 
Medicaid patients. 

A revocation of a facility's license would make the facility 
ineligible to participate in the Medicaid program. While 
revocation may be the appropriate action for the State's purpose, 
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the appropriate avenue for the single State agency administering 
the Medi-Cal program to follow (in this case, the Department of 
Health Care Services) is outlined in the Medicaid regulations. 
Specifically, if a home is found not to be in substantial compliance 
with the standards for payment for skilled nursing homes that 
home may not receive Medicaid payments. If the home is found to 
be in substantial compliance (i.e., is in compliance except for 
deficiencies), the State agency may permit the home to participate 
for a period of 6 months provided there is reasonable prospect 
that the deficiencies can be corrected within that time and that 
the deficiencies noted do not jeopardize the health and safety of 
the patients. No more than two successive six month agreements 
may be executed with any one home and no second agreement may be 
executed if a previous deficiency continues unless the facility 
has made substantial effort and progress in correcting the 
deficiency. 

If properly implemented, the HEW regulations governing the certi-
fication of skilled nursing homes to participate in the program 
are sufficient to correct the weaknesses relating to standards 
of nursing home care pointed out in this report. The draft report 
brings to our attention matters which suggest that there may be 
some misunderstanding on the part of the State agency of the 
provisions of certain Federal requirements relating to eligibility 
of nursing homes to provide service and receive payments under the 
program. SRS Regional Office staff will discuss these findings 
with officials of the State agency in an effort to clarify the 
regulations. 

CONTROLS OVER MEDICATIONS AND TREATMENT FOR MEDICAID PATIENTS 
IN NURSING HOMES 

We agree that California Department of Public Health inspections 
of nursing homes - which are made on behalf of the Department of 
Health Care Services for Medicaid certification purposes - should 
ascertain that all State and HEW requirements relating to drugs 
are met. We plan to discuss this point with State officials in 
connection with Medicaid skilled nursing home standards and 
certification. 

On the basis of the facts reported, continued effort to improve 
controls over prescribing and dispensing of drugs for nursing 
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home patients appear warranted. We note that in its comments 
on the GAO draft report, the Department of Health Care Services 
agrees with this point and is in the process of developing 
requirements to be adopted in regulations. 

SUPPLEMENTAL PAYMENTS TO NURSING HOMES FOR MEDICAID PATIENTS 

The GAO draft report establishes that problems still exist with 
respect to (1) improper supplemental payments being demanded or 
accepted from relatives of Medi-Cal recipients and (2) the handling 
of patients' personal funds. 

We concur in the suggestion that information on services covered 
by program payments and restrictions on additional payments be 
provided to relatives and other interested parties. We note that 
the State agency has adopted this suggestion and is preparing an 
informational leaflet for this purpose. 

We concur also that better controls over the handling of patients' 
personal funds by nursing hemes is warranted. We plan to discuss 
with State officials the feasibility of establishing standard 
procedures to be followed by the homes as well as appropriate 
surveillance by the State. 

MISLEADING ADVERTISING BY NURSING HOMES OF PHYSICAL. THERAPY FACILITIES 

Misleading advertising on the part of nursing homes is to be deplored 
and should receive the attention of appropriate State authorities. 
Accordingly, we agree that the Department of Health Care Services 
should either assume the responsibility for policing advertising 
practices relating to Medi-Cal or see to it that such responsibility 
is specifically assigned to, and carried out by, some other State 
agency on a systematic basis. In this connection, the State has 
advised us that consideration will be given to greater case-detection 
efforts; however, cost considerations must be weighed against the 
benefits to be derived. 

While advertising practices such as shown in the GAO draft repar't 
might mislead a Medi-Cal recipient or his family, it is expected 
that the patient's caseworker will be familiar with the conditions 
and services in nursing homes in the area and will advise the 
patient and/or his family in any instance where such a situation 
is known to exist. 
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[sic] 
HEW regulations require that long-term care be authroizedAonly 
after joint consideration by the physician and the social worker 
of the pertinent medical and social factors, including consicier:.i.-
tion of alternative arrangements for the patient's care . Also, 
we note in the State's comments on the GAO draft reports that a 
plan is being considered to make a social evaluation of Medi-Cal 
nursing home placements within JO days after adrn.ission. Full 
implementation by the State of the HEW requirement for prior 
medical-social evaluation should, if properly carried out , minimize 
instances where facilities are not appropriate to the needs of the 
patients. 

TRANSFERRING PATIENTS BETWEEN NURSING HOMES 

The GAO review found that in a least 13 of 60 cases examined, 
transfers of Medicaid patients from one home to another appeared 
to have been made for the benefit of persons other than the patient. 
In the discussion of this problem in the draft report we found 
no mention of the involvement of the patients' caseworkers, and 
assume, therefore, that no caseworker contact was found. Although 
the Handbook of Public Assistance Administration does not expressly 
require that the caseworkers be consulted before transfers of ratients 
are made - as it does in the case of initial admissions - we believe 
that the intent of Federal policies relating to social services 
available to patients strongly suggest that this should be done. 

We agree with the GAO suggestion that authorizations of transfer 
be in writing and should state the reasons for transfer. we plan 
to recommend to the State that an interview with the patients by 
their caseworkers be required in each instance of proposed transfer 
and that the caseworkers make a written record of the reasons for 
transfers. 

CONCLUSIONS AND RECOMMENDATIONS 

GAO has recommended that SRS Regional representatives be given 
direction and assistance for reviewing the manner in which State 
agencies are implementing Federal regulations relating to the 
quality of care being received by Medicaid patients in nursing 
homes. 

Regional Office staff will be instructed to review with the 
California State agency, the several Federal regulations which 
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relate to the quality of care and discuss with them the applica-
bility of these regulations to the observations recounted in the 
report. Since there appears to be a lack of full understanding 
of these regulations in California - as well as other States -
we are currently developing plans for visits by teams of both 
Central Office and Regional staff to review current activities 
-and procedures of the State agencies and to provide consultation 
on full implementation of the regulations. We plan such visits 
in a few selected States within the next three months and will 
evaluate the desirability of extending them to all Medicaid States 
on the basis of this experience. 

GAO recommends also that SRS impress upon responsible State 
officials the importance of clarifying the respective responsi-
bilities and authority of the various State and county agencies 
involved in the administration of the Medicaid program. 

The report indicates that the Department of Health Care Services 
is the single State agency responsible for administering the Medi-
Cal program and is assisted by the Department of Public Health 
and the Department of Social Welfare. We agree that the single 
State agency should assure itself that the employees of the 
assisting agencies (such as inspectors, Medi-Cal Consultants, and 
caseworkers) are fully aware of the responsibilities which have 
been established. In this regard, we will discuss the issues 
raised by GAO with the State agency. 

GAO has recommended further that the matters in their report be 
discussed with officials of the Department of Health Care Services 
and the SRS Regional representatives assist them in action needed 
to ensure correction of these practices. The action suggested 
by this recommendation will be taken; if discussions reveal a need 
for assistance by the Division of Management Information and Pay-
ment Systems or the Division of Technical Assistance and Training 
of the Medical Services Administration, SRS, such assistance will 
be made available. 

CONTROLS OVER PAYMENTS FOR PRESCRIBED DRUGS 

The GAO draft report identifies problems relating to excessive 
quantities of drugs being prescribed and prescribed drugs being 
purchased which may not have been delivered for the recipient's 
use. We agree that controls must be instituted by the fiscal 
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agent to detect irregular patterns of drug purchas es over a 
period of time. Such controls are implicit in SRS regulations 
relating to utilization reviews by the States. 

CONCLUSIONS AND RECOMMENDATIONS 

GAO recommends, that SRS encourage the Department of Heal th Care 
Services to institute additional procedures designed to ensure 
that prescribed drugs are actually delivered for use of program . 
recipients and that excessive quantities of drugs are not prescribed 
for them. 

SRS Program Regulation 40-9 issued in March 1969 requires State 
agencies to institute procedures for review of utilization of 
services including drugs, and to safeguard against over-
utilization. This regulation, if adequately implemented, shouJd 
meet the problem of assuring that excessive quantities of drugs 
are not prescribed and should contribute substantially to a system 
of controls over claims and payments designed to assure that 
services purchased are actually delivered. We have asked SRS 
Regional staff to review with the State the status of imple~enta~ion 
of this regulation and its applicability to the problems raised in 
the GAO draft report. 

In connection with the above recommendation, GAO has suggested 
that the State should require persons - receiving and signing 
for prescribed drugs on behalf of program recipients - to clearly 
indicate on the prescription forms their identity and capacity or 
authorization for acting on behalf of the recipients. 

With respect to this suggestion, we note in the State agency's 
response to the GAO report that they do not consider this 
procedure to be appropriate and that they have designed a neu 
pharmacy billing form as a part of an improved s?stem of comp~ter 
controls over claims processing. We plan to review the new bill-
ing form and determine whether further action , possibly as suggested , 
is necessary. 
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STATE OF CALIFORNIA-HUMAN RELATIONS AGENCY RONALD REAGAN, Governor 

DEPARTMENT OF HEALTH CARE SERVICES 
714 P STREET 
SACRAMENTO, CALIFORNIA 95814 

March 4, 1970 

Miss Gene Beach 
Associate Regional Commissioner 
Medical Services Administration 
Social and Rehabilitation Services 
Department of Health, Education and Welfare 
50 Fulton Street 
San Francisco, California 94102 

Dear Miss Beach: 

This is in response to your letter of February 10, 1970, concerning the 
General Accounting Office draft report to Congress of the Review of 
Actions Taken to Improve Practices in Providing Nursing Home Care and 
Controlling Payments for Prescribed Drugs for Medicaid Recipients in 
the State of California. 

This Department has expended considerable effort, with varying degrees 
of success, to solve the problems set forth in this review. We under-
stand however that many of these same problems exist in other Medicaid 
programs throughout the country, and have proved difficult or impossible 
to solve. 

The review indicates that the State has failed to set forth in its state 
plan criteria for evaluating the adequacy of care provided in nursing 
homes. Aside from staffing standards and requirements relating to 
equipment and structure, standards relating to the adequacy of care are 
at best intangible and difficult to define for a spectrum of patients. 
The Department will conduct on site review of patient care programs as 
it implements the Medical-Social Review Team requirements set forth in 
the 1967 amendments to the Social Security Act. It must be recognized, 
however, that time must be allowed, along with a considerable amount 
of effort, to bring about the effective operation of this process. The 
scope of this undertaking in California is formidable since there are 
more than 1,200 nursing homes providing services to almost 48,000 program 
beneficiaries. 

In an effort to strengthen the effective functioning of the Medi-Cal 
consultants throughout the State, the Department is in the process of 
of formulating standards for the operation of the many consultant units 
at county levels. On adoption and promulgation of these standards, it 
is anticipated that a more uniform and more effective application of 
the program's policies, rules and regulations will result. 
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Miss Gene Beach -2- March 4, 1970 

Denial of c"'are to the program's beneficiaries because of nursing homes' 
deficiencies in meeting standards for participation cannot be accomplished 
by evading due process of law. In today's legal climate, a Medi-Cal 
consultant cannot act in an arbitrary or capricious manner to remove or 
restrict a provider's livelihood. To expect a Medi-Cal consultant to 
act in an injudicious manner in this regard, is to oversimplify a number 
of very complex problems, and would serve only to abridge the legal 
rights of providers. Actions contemplating revocation of licenses or 
culminating in program suspensions must similarly consider the legal 
rights of providers of services. 

The removal of patients from a nursing home is not a function of the 
Medi-Cal program. Rather, the disapproval of an authorization request 
by the Medi-Cal consultant for nursing home placement or continued care 
is a denial of payment for services which are judged to be not medically 
necessary or not covered by the program. 

Concerning control of medications being administered to program benefi-
ciaries in nursing homes, despite our efforts and those of the State 
Board of Pharmacy, we are still dissatisfied with the handling of drugs 
in many of these facilities. The present method is a mixed-breed system 
which ineptly combines the method of dispensing drugs for patients at 
home with methods used for patients in hospitals, and as it has developed, 
highlights the worst features of each. The Department is in the process 
of developing its own detailed program requirements for prescribing and 
dispensing drugs in nursing homes and plans to adopt these requirements 
by regulations. 

The draft suggests strengthening of the requirement for persons receiving 
prescribed drugs to sign for them and indicate their identity and autho-
rization to act on behalf of the recipient. Our experience has been that 
the requirement for signature on receipt of drugs has been irritative and 
non-productive. This is why this requirement was not designed into a 
new pharmacy billing form recently developed by the Department. The new 
form, however, does call for certifi~ation by the pharmacy that the services 
were provided. In addition, this new form has been designed to permit 
improved claims processing by computerized techniques, and review of 
phanr.iacy claims that are not within designated parameters. 

With regard to supplemental payments for nursing home care, the draft 
report sets forth a valid suggestion to circularize information to 
interested persons concerning the program's role in payment. Immediate 
action is being taken to develop a leaflet concerning Medi-Cal's nursing 
home benefits. A draft copy of the proposed. lea.fl.et is attached for 
your convenience. (See GAO note.) As to control by direct surveillance, 
the feasibility of doing this on a large scale is obviously limited by 
the number of program beneficiaries currently in nursing homes. 

GAO note: Draft copy of proposed leaflet is not reproduced 
here. 
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Miss Gene Beach -3- March 4, 1970 

Preliminary discussions have been initiated about a plan to institute 
a social evaluation of all Medi-Cal nursing home placements within 30 
days of admission. This would encompass an explanation to the patient, 
his family and relatives, and the facility, as to the program'• 
financial responsibilities, and alert all concerned about the prohibition 
against supplemental payments for program covered services. 

Current regulations incorporate provisions against unlawful and unethical 
advertising and have significantly reduced this problem. Here again, 
however, the Department is faced with the practicality of direct surveil-
lance of advertising material in all media. Consideration will be given 
by the Departaent to greater case-detection efforts, but the cost factor 
of doing this must be weighed against the return and the low incidence 
of this problem. 

As indicated in the draft report, a regulatory requirement for authorization 
of nursing home transfer of patients is in effect. The major problem of 
mass transfers and bartering of patients between nursing home facilities 
has been eliminated, and there have been almost no instances brought to 
our attention of patients being moved against their wishes. When these 
have been brought to our notice, investigative actions have been undertaken. 
Here too, clear definitions of circU111stances under which transfe~s may be 
permitted are difficult in the face of the federal requirement for free-
choice of provider of service. 

The Department recognizes the potential benefits of establishing beneficiary 
profiles, and as the availability of more sophisticated computer equipment 
and progra11111ing techniques permits, this will be pursued. Such an under-
taking will be costly however, and consideration must be given to establishing 
priorities in accordance with program needs. The feasibility of such profiles 
will be the subject of intensive study in the course of operating the proto-
type system of claims handling recommended by the Lockheed Missiles and Space 
Corporation. 

We appreciate the opportunity to review and conment on this draft report, 
and we concur in the identification of the problem areas. Nevertheless, the 
nearly four years of operation of this program have incontrovertibly established 
a Title XIX axiom; that the many problems inherent in this and other Medicaid 
programs are more readily identified than solved. We will continue to 
welcome workable suggestions for program improvements, and we will be keenly 
interested in learning of successful solutions in other states to the kinds 
of problems reviewed in this draft report. 

/_-c--'f-, CAREL E. H • MULDER 
1; Director 

Attachment 
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PRINCIPAL OFFICIALS 

OF THE 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

HAVING RESPONSIBILITY FOR THE ACTIVITIES 

DISCUSSED IN THIS REPORT 

SECRETARY OF HEALTH, EDUCATION, 
AND WELFARE: 

Elliot L. Richardson 
Robert H. Finch 
Wilbur J. Cohen 
John W. Gardner 

ADMINISTRATOR, SOCIAL AND REHA-
BILITATION SERVICE: 

John D. Twiname 
Mary E. Switzer 

U.S. GAO, Wash •• D.C. 59 

Tenure of office 
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U. S.· HOUSE OF REPRESENTATIVES· • ·-::oR RZLEASZ 
35th District, New York ~Tuesday; Ma:-:.~ch 26, lS:~ 

Washington, March 26 Representative Barber B. Co:iab~e (3Si:h Dis-t., N .. '!.) 

today proposed establisrurtent o~ a new program of long-ter=i c:ire fer the elderly 

that would provide cijtern~~ives to institutionalizing pe;:>sona by expanc.ing the types 

of care available to the eld~rly. In a measure intro~uccd i~ t~e Hcuse today tha 

Congressman called for a ~ystetn of connnunity long-term c3.:::·a centers L.--i every .::.."'ea 

to coord~te and direct iong-term care services for t~e el<le~ly, including hc~e-

tl'.aker, heal.th, nutr!tion, and day care, as well as in::titut: .. onal C.::!.!:'e. 

::,_ ''There is ·a · tremendous :ri_eed to provide broader- and r."lOre f.1.e:ci:;-:.e-:- care· tha..11 is 
<;-§~: -~·~:::?~>~,-:-,:~ __ '._•' - - ;\~ _~ .. ·';.· ... . , .. 

presently available tc, ,elderiy ·citizens -who need it, 11 the C,::mg:es:.::ma.n declar~d 1:.. 
.... ~~-fi~ .. - ,.- ~,_ .. _ 

explaining his proposal~ .~'There is too great a reliazlce o:i p~~•=ing p~oplt?. 5.n in.~tl·-
--

• ' 
co • • tutions-0.today when many- of. them could be·· cared fol;'" bette:• in o::'t"ie:;. .. ':H.I:!:·::-0·;.z:l.:i:bg:3, 

.• . .. . ;•. . 

--.-. 

. ,.,· 

.. 't(:.::.-::.:';~~~~:.,~.- . """.: \:·.-:.: ··.,'.·~ ·. ~:-· .,., .. · 

incl~~aJ~i,-_their own : h~es::,:·,In too many . cases· what w~ ~a do~~g-a;!I01.~1.°t"J -'.;:) L,=ar-
·r··\.~~1~t~·--. ~. •· .-~,. :_-~-: • • 

ceration ra~her than considerate care. This is a m<!jo ..... conce:.:,-,_. z.r:10:r:g z~nicr ci.ti-

zens. 

"A broader, coordinated system could better serve older pe~ple wi -thout C·?!'lp2:i:',i!·:l ·~ 

increases in cost,n the . Congressman insisted. "Since govern.ne!lt p::>ogra'lls pay S:,~ -

1.ong-term medical care but not non-medical care, a gre?.-t: many of the eJ..c.erJ..y wr.o 

need only a modest degree of assistance are being placed in medical. facili~ies w~ich 

are the most costly to maintain. We need· other realistic a:!.ternatives." 

The system proposed by Mr. Conable would he ad:niniste~d by state long-te...'"ln 

care agencies through- community long-term care centers. TI:e canters would be gov-

erned by a board comprised at least in half of people eligible for benefits. T.~e 

centers wouJ.d determine the kind of care required in consu.ltaticn with eaca in<li-

vidual.. and family~ .- . • 

• Financing of the program would be by a $3 monthl}" prer.1i~ paid by those wh:, 

enroll and the remainder contributed by state and feder-ru. go-.,;·,":Z'!:Jleuts. These 

would not be completely new c.osts, according to the Congressman, because rn;;r.y .cf 

the services provided would replace those presently f,..irnish~d tr..:rci.;gh the mo:-e 

costly medicare and medicaid. State and .federal gove!T..~ent~ p~e3ently spend m-o~e 
.,, 

than $4 Billion annually under these two programs for loi1g-t:i~u1 care . 
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Rot:er-'~ Liir1, ?r-e~s .::'-2crcto.ry 
512-471;-S!:18 
2)2- 9T/- 2716 

EXECUTIVE ORDER NO. 2 

FDR P.EL!:.ASS: 
Ii•:•2DIATE, FEI:)J\ Y 
JN/U1\ff! 10, 1975 

------
E X E C U T I V E O R D E R 

When public funds are chanr.eled through pri\·ate honds to 
fi nance health and rcsidencial services, government ~ust insure 
t hat tho se funds arc used honestly and efficiently in the promotion 
of the public welfare . Tl1e corn,assionate purpose of programs of 
r esidential and health care must no: be subverted bv the irnuro~cr 
d i version of p1.:~1lic funcis for pri\·ate benefit, nor through :c:·,c· 
i nability of govcrn~ent to control the use of s~ch funds under 
present :-:;:.:l.c..:.u:.~ / :;:~ucturcs . 

A serious public concern has been expressed as to th•" (\\!al t:-· 
of car e pro·;ided by nursing hones and residential facili tics shelter 11;: 
t he aged, the disabled, the mentally ill and retarded, receiving pubic 
f inancial assistance and subject to supervision by State agencies , but 
owned by private interests . 

State government is dce?lY involved in the supervision of such 
f acilities, ~ut the public has lost confidence in the ~cthJds through 
which govern~cnt finances these facilities, and in the govcrn~ent's 
ability to assure th3 efficient delivery of health and related services. 

It is necessary, therefore, that there be an official inquiry 
in to the mccha~is~s of Sta~e and federal funding, partic~larly 
r e i mburseneni: under the ~icdicaiC. systc1;1. Curren: !:1.ethocls 0£ £:1;-idir-:1, 
must be evaluated to determine if thev contribute to cxnloitation of 
t he poor , aged, and :~r.firrn and to pro::i tecring in puY!.i:: fu;:C.:s . 

In addition, the State regulatory structure r:iust: be ev:,luntcJ 
t o i nsure that nursing homes and homes which shelter the aged ancl 
di sabled provide the highest quality of care with the greatest Je~rcc 
of economy. 

This inquiry must ,:llso look into the O'.-:ncrshiTJ, fi:1;::. ~i.:, ',, .rnd 
c ontrol of nursing hones a0:d residential facilities and· ::iust :->oroi· :~ hl/ 
examine anv alle~atjons of imoro~cr conJuct bv nuhliclv elcc~cd ofriciai, 
or members' of their staffs ,,it.h respect to th~ ~pcrati~n o[ S:··te 
agencies ch::irged wich the responsibil ity of re gc1l:1tin~ t!1cse i.nstitc1tio,,; 

Now, therefore, I, Hugh L. Carey, pursuant to Section Six of 
the Executive Law, have appointed and by these present J0 ::t?uoint 
Horris Il. Abram as Comrnissio!;cr to study, exa::iinc, investigate, rcvi('1•; 
and make recorn~endations with rcscect to the rnana~crncnt and af£airs of 
any dep<Lrtrncnt, board, bureau, or· co,11::,ission of tii0 State excrcisin '.: :in:: 
direction, supervision, visiL,tio:1 1 inspection, f:mding or control of 
any non- govcrn..:wntal nursing home, rc s id;_;ntial .fJci.l.itv or lio::1c 1,hich 
provid s health, re s idential or :Jllicd services, :n:J 1-;l:i. ch r c ,: c iVl'~ 
any Fe ,.,r.1l, :,t.:nc or loctl fin :1,H .. 1al assistance or payment, directly 
or rcrtly, or w~ich prov ide s c~re or services to ~ny individual 
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The Cc:~-:;issioi:<;r is hereby <::-1~:oif ~red to subpoena an<l enforce 
the attendance of Hitncsses, to adr:1inister oaths and examine witnesses 
under oatl1 and to r~quirc th e pr oduc tion of any boots, records or 
papers dc e~1cd r~lcvant or cat~rial and I hereby give and grant to the 

, Commissioner ti: c r,0h·crs an<l authoriti e s w:1ich may be ~i ver. or granted 
to persons appoi ~t cd by cc for such purpose under aut~ority of 
Section Six of tJlC .C.-cecu t.i ve Law. 

Every State dcpart1:,cnt, division, 't)o~rd, bureau, co;;;:::ission, 
counci 1 nnd ar, cn-:y sha ll provide to the Corn.mis sioncr c':ery 3s sis ta.nee, 
facility and cooper3tion whi~ l1 nny be p~opcr or desirable for the 
accomplisl1Dent of the purposes for which the Coromissioner is hereby 
:appointed. 
f 

• ,.. , .. , , ~--t, ii. -I_, .• ,,,,·""'"··'·~ .. .........,. 
.\ t ->~:::··~~=?~:~;-·-,~..,, 

~~•·, • \-. _..,_ ~.;:., . !, c~ . 

' ~;~.' 
\ 

,::,""·~,; ;,-

BY THE GOVEI<.HOR 
/s/ Hugh L. Carey 

Secret3ry to the Governor 

G I V E N under r1y hand c.r..d the 

Privy Seal of the State 2t the 

Capitol in the City of Albany 

this tenth day of 

January, in the year of our 

Lord one thousand nine huntlred 

seventy-five. 

/s/ David W. Burke 

/ . 
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, / PROPOSED QUtSTILJilS lU :.,L PRLSL::llLD 10 ·11 i[ :1r1rffl.MHJ C0:•1i'·1ISSl u i; 
F (JR 1 :: C Ll i S TO:,: IN -;- fl [IR STU DY OF -------· ----· Tll[ t!URSI;:G HO;·i i: UlUUSTl<Y --- lil flU/ Y0 r~i : ST /\TE 

1 . Gased upon the: current cost of inrotient corP. in proprietary nursin() 
home s i n u p s ta t c rl e \'I Yo r k \'/ h i c h i s .:i p p r o x i 111 a t c 1 y $ 3 0 p e r p c1 L i c n t ;, c r d ,~ ,, , 
~-: o u 1 d the co 1n 111 i s s i on con c 1 u d c th a t th i s cos t i-s ex cc s s i v e ta k i n <J ; n to 
a ccou~t the· fact that the cost for voluntary nursing homes in upstJLc 
Ne \•1 York i s approx in, ate l y $ 3 5 per patient day an J the cost of a rn o d crate 
hotel r oom ir. fleiv York City is $40 per day, where nursing homes p1·ovide 
24 hour nursing care, meals , e tc . ? 

2. It ha s been suggested in the media that some or all profess i onal employee 
in nu r sing hori1cs such as physicians, nurses , aides, dieticiuns , physical 
t h e r a p i s t s , e t c . a r e i rn p r o p e r 1 y c a r i n g f o r p a t i e n t s . \·i o u 1 d t h e c o m m i s s i o n 
co nc1t.:de that if this v:ere tne case, that the Sct i11e professional employees 
who v1ork in hospi t als and state me-dica1 facilities are not doing the same job 

3. It ha s been suggested by governmental officials that the cost of care:in 
nur s i ng homes is excessive, clearly leJding one to the conclusion that 
onl y this one segment of the health care industry i~ responsible for high 
co st s. Taking into account the high costs of inpatient ·•hospita1 care and 
th e cost of care in state facilities, would the comn1ission conclude that . 
o n l y one seg ~1ent of the health care industry would be responsible for 
e xces s ive cost when all inpatient providers are reimbursed basically under 
the same formula? 

4 ~ Does the commission believe that the regulatory authorities in New York 
st~te regarding reimburse r:i ent (:,Je\•J York l!ealth Depurtment) should have a 
uniform reporting systr:m (i.e. chart of accounts and specific guidelines 
for a l 1 o vr a b 1 e co st ) v, n ·j ch 1-,: o u l d c 1 ear 1 y de l i n i a t e \v ha t types of expenses 
i t considers allowable; or should t he authoriti~s continue under the current 
syste~1 whereby each facility is left on its own to make its determinations 
a n d t h e n u p o n a u d i t i s t o l d i n r1 a n y i n s t a n c e s t h a t c e r t a i n e x p e n s e s rn a y 
re tr6actively be declared not allowable? 

5 . Does the commission believe that field auditors who are paid so l ely 
to find fault and make on-the-soot decisions should have these decisions 
f inal or should the facility ha~e the right to appeal? 

6 . C c. n t h e c o rn m i s s i o n d e t e rm i n e t h e b a s i s o r g o v e r n m e n t a l a u t h o t i t i e s ~·: h o 
ha v e c. iJ p r o v e d p r o g r am s f o r c o n s t r u c t i o n u n d e: r t h e n e 1·1 Yo r k S t a t e 1-\ r t i c 1 e 2 Sc\ 
a n d 2 ~; G c o n s tr u c t i o n pro tJ r am t ha t ha v e a l l o 1•; e d fa c i 1 i t i e s to be bu i l t a n d 
e q u i pp e d a t co st s -r r o r,1 2 5 to 1 2 5 ;~ a b o v e the co st a 1 1 o \'I e d to prof) r i et a r y 
fa c i 1 i t i e s , iv h e r e i t i s c 1 e a r u n d e r s t a t e a n d f e d e r a l s t a t u t e s t h a t t 11 e l e e 1 
of care , st affi ng a nd s pa ce requir2 ~1 ents are identical? The state th en uses 
f e d e r c. 1 f u n d s t o p n y b a c k t h e s e • h i g h e r c o s t s a s \•I e 1 l a s t a x f r e e i n t e r e s t 
on bonds to investors who bought the b~nds in the first place . 

... 
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7 . C a n t h e c o m 111 i s s i o n cl e t e r r:1 i n e w h y t he N cw Y o r k S t a t e H e a l t h D e p a r t 111 e n t 
ha s ,; o n s i s t 2 n t 1 y u 11 o I'/ e cl 111 u n y n o n - p r o f i t f u c i 1 i t i c s , s t a f f a n cJ e q u : ,., .. , '"' , , 1. 

fdr greater than that allowed for proprietary facilities thereby clearly 
discrir.;inating against putients in proprietary facilitie s, apparently i1· 
violation of the law? • 

8 . C a n t h e c om m i s s i o n d e t e rm i n e w h y t h e N e vJ Y o r k . 1: a t e II e a l th D e p a r t m e n t 
groups non-profit facilities separately from prop1·iLtary facilities for 
re i 1,1 burs e 111 en t p u r po s es ? Co u l d i t be th a t the h i g her co s t of the s e 
facilities due to exorbitant construction co~ts and higher operating costs 
c a n 1:1 o r e e a s i l y b e h i d cl e n a n d t h e n re i r.1 b u r s e d \'/ i t ho u t c o m p a r i n g t h e n o n -
profit operation to proprietary operation in terms·of cost o1 operation?· 

9 . Can the co mm i s s ion exp 1 a in or ..justify the higher and f u 1 1 y re i m burs ab l 
constructiori and operational cost in non-profit facilities particularly 
those funded under the 28A program? Does not this higher cost directly 
affect the total Medicaid dollar thereby requiring the state to stringentiy 
contro l the cost on other facilities because the higher dollar value paid 
for construction takes away from direct patient care} 

10. Ca n the commission explain why the New York Health Department changes 
Part 86 without notice and without hearing? Specifically , last year a 
major change occurred in cori1puting reimbursement for movablf!' equipment 
with a ceiling being established with no notice given which would appear 
to be a violation of Part 86.21(1) of the Health Department's own 
regulation. 

11. Can the commission justify the Health Department's right to penalize 
a nursi ng home under Part 86.14(C) to keep the nursing home's reimburse -
ment at the group average where facilities have ''significant operational 
d e f i c i e n c i e s 11 ? 1·J h a t i s a s i g n i f i c a n t o p e r a t i o n a l d e f i c i e n c y ? \·/ h o 
deter mi :1 es vJ hat i t i s , and v, hat i s the c r i t er i a? There i s no g u i cl e 1 i n e and 
apparently this regulation is enforced indiscriminately. 

12. Can the commission explain why the public health co uncil who legally 
has the right to establish new operations on the basis of character, compe-
t e n c e c. n cl f i n a n c i a 1 a b i l i t y , d o e s n o t a p p 1 y a n d d o e s n o t p u b l i s h \I/ h a t 
crit eria this council uses in making a determination? The record clearly 

1 shows that non-profit and voluntary sponsors obtain approval in 2 to 4 months 
d and pr0prietary sponsors take a year or more to obtain approvals, and one 

w o n d e r s h o \·/ t h e s a me c r i t e r i a c a n b e a p p l i e d t o -b o t h s p o n s o r s \•1 h e n 
proprietary sponsors must have all financial resources in hand when many 
volunt ary sponsors are regularly approved without having any financial re-
sources other that what it can borrow from the state. Should not the criteri -
for a11 applicants be the same?' Should not there be a specific. time p~riod 
a11oweG for all applicants? ' 

.. 

'· 



13. Cun :he commission cxpLlin why the Health Or~pai~tw~nt takes 6 iilOnths 
to J. y2.1r to schedule c1 hearing on applications thereby causing 2 n•~" 
year delays in projects? 

1 'l . \·! h y do~ s the H a 1 th Depart men t add to a l 1 of i ts 1 e t t er s r c q u es t-i 11 9 
i n f o r n; a ·~ i o n t h a t t h c a p p 1 i c a n t h c1 s 3 0 d a y s t o i1 n s v, e r II o r e l s c 11 

"' h e n t 11 e 
Health Department itself many times does not act for 2 years? 

15. Can the cor:imission explain \'1hy the media believes that facilities 
\'I ho c1 re re i rn burs e d for the i r 1 e g c1 l expenses i n b 1~ i n g i n g act i on s a g i1 i n st 
a r b ·i :: r c1 r y s t a t e d e c i s i o n s s h o u 1 d n o t c o n t i n u e t o b e r e i m b u r s e d a s 1 e g i t i 111· a t e 
exp en s e s , or v, o u l d th c comm i s s i o n be 1 i e v e t ha t t h c He a 1 th D c pa r t rn e n t i ts e i f 
i n n ;:;. i1 y i n s t: a n c e s i s t h e c a u s e o f t h e s e l e g a l e x p e n s c s b e c i1 u s e o f d e l a y s , 
a r bi tr a r y de c i s i on s an ci l i t t l e or ,no g u i de 1 i n es i n t: 1 e de c i s i o n ma~~ i n g 
p r o c e s s ? I t \'/0 u l d a p p c a r t h a t i f t h e c o m rn i s s i o n d e e r m i n e s t h a t t h e s e l e g a 1 
e x p n s e s \'I c r e n o t t o b e r e i m b u r s e d , t h e n t h e c o m lil i s s i o n s il o u l <l a 1 s o 
reco ;1:c,2nd that in instances \vhere governmental offic·iuls take actions 11hi[-h 
are overturned in the courts, that the commissioner of the department or 
the governor should become individually liable for these legal bills in 
defending arbitrary state action without the tax paJers-.having to pay 
taxes to pay for these legal bills on behalf of the state. 

16. Can the commission explain why the State Health Department Bureau of 
Health Economics does not publish a guideline deterniining exactly what are 
co n s i d ere d a l l o \'J a b l e co s t s ( s o :n e 1·: ha t 1 i k e I R S ) . U n de r t he c u r re n t 
situ ~tion field audits are conducted subsequent to expenses being incurred 
antj requests for facilities to reimburse the governnient for non-allowable 
costs are made 2 or 3 years later. In many instances these costs were 
considered allowable by the auditor for the facility and then thrown out 
by the state. It has also been suggested that i-nterest and penalties be 
incur~ed on the amounts considered due to the state and that would be 
j u s t i f i a b l e o n 1 y i f t he s t a t ~e v, o u l d a g r e e t o p a y i n t e r e s t a n d p e n a 1 t i e s 
on mo:;eys owed to facilities from both Medicare and Medicaid which are 
overdue. 

17. Can the commission explain the anomaly v1hich exists bet1·1een the Bureau 
o f He a l t h E c o n om i c s a n d t h e r e g i o n a l s u r v e y t e a 111 s v, h e r e o n e a g e n c y i s 
ch a r 9 c d :·1 i th control 1 i n g t :1 e cost and the other agency i s ch a r g e d w i th 
impro~i ng and increasing care? There appears to be no correlation between 
these agencies as to what costs are involved in doing the jab. 

18. Can the commission explain why the Health Department does not publish 
stanciard definitions of \vhat it considers to be direct care nursing hours? 
Each regional office appears to work with a different definition. 

I 
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19. C1n th~~ comniission e;<plain \·1hy current rc~Juli'1tions pro111ulu<1lcd by the 
r: e 1·1 Yo r ll ea 1 t h De pa r t men t a re re p 1 c t e vii t h p ; 1 r a s c s s u c h a s II a s t he 
Jcpart1,1ent shall require"? Should not the dcpc1rL111ent stipulate \Ir.._ ~; . ... -;. -
re q u i • em e n t s a r e r ii t he r t h a n 1 e a v e i t o p e n t o u n u n i f o r 111. i n t e r p r e t c1 t i o n ? 

20. Can the coi.1mission explain \·ihy federal and state agencies have not 
been able to put a dollar value on new regulations which have been 
effective since December 1973? These regulat·ions hJve had a tre1:1endous 
impact on cost, yet the agencies who proi.1ulgatc these regulations do not 
c h o s e t o be l i e v e t h a t t h e r e i s a n y c o s t i n v o l v e d a n d fa c i 1 i t i c s 1·: e r e 
re q u i red to co mp 1 y ·\'Ji th these reg u l at i on s du r i n g t he fed er a l govern men t ' s 
economic stabilization program, and in many instances were not rei111bursed. 

21. Is the co mmi ssion a1·1are that'-rnany nursing homes must pay lo\'1er \'/ages 
to ma n y e ri~ p 1 o y e e s t h a n ho s p i t a l s o r v o l u n ta r y n u r s i 11 g home s 1·1 h o h a v e 
a 1 1 o \-Jc d t h e i r f a c i 1 i t i e s t o be c o li1 e o r g a n i z e d by l u b o r u n i o n s . I f a 
facility v1ishes to increase employee ben.efits, it must incur tile cost, t 
then re CJ u es t an a pp ea l from the He a l th Depart rn en t , 1·1 here a s i f a fa c i 1 i t y 
becomes organized by a labor union, an immediate increase is given to 
that facility. Of course, it becomes apparent that' there is no collective 
bargaining because the labor unions are aware that whatever demands they 
make will be paid for by the state and that there is no true collective 
bargaining. 

2 2 . C a n t he comm i s s i o n ex p l a i n 1·1 h y the De pa r t men t of Me n ta l l I y g i e n e i n 
1 9 71 , est r i ct e d ad rn i s s i on s to st a t e men ta l fa c i 1 i ti es to p e op l e v, ho \-I ere 
65 and under thereby forcing the group 65 and over who had psychiatric 
prob1e ms to be admitted to nursing homes who in many instances were not 
prepared to accept these types of patients? 

23. Is the commission aware that nursing homes can be consid ered 
deficient by federal and state regulation if the attending physician does 
not see the patient every 30 days, but that the facilities have no control 
to force pl1ysicians to comply with this regulation? The same situation 
exists regarding the prescrib in g of drugs. 

24. c;n the commission explain why commissioners of social services 
regularly admit patients who need intermediate or skilled care to 
proprie tary homes for adults where the pat i ents do not receive adequate 
care. 

l 25. Can the commission explain why member s of boards of governors of many 
· I voluntary facilities conduct business with their own facilities? 

i 
. 

26. Does not the co mmission believe it is illegal for an employee or owner 
of a nursjng'home to contact his congressman, senator or other elected 
official in order to discuss a problem ~vhich muy be effecting his liveli-
hood, or should personnel who work or o~>Jn nursing homes be exempt frorn this 
constitutio nal privilege? 

o I 



2 7 . D n es th c co ;;11 ;ii s s ion b c 1 i c v e that be ca u:; c 1:i <111 y 1 cg a 1 s u i ts h .:iv c be c n 
!) rough t by i n st i tut i on s i n v o 1 v c d i n he il l th care c1 q a i n st gov c r n 1;1 r" -• 1 

a 'J c n c i c s a n J vi o n t h c s e 1 e g a 1 s u i t s , t ha t t he s c Li c i 1 i t i e s Ii a v c h i r e d be ':: c r 
lawyers, or could it possibly be that these facilitie& were correct i1 
fighting arbitrary governmental decisions? 

28. It would arpear that the charge of this commission is to look in~o t ;-:c 
n u r s i n g h om e c om p o n e n t o f t he he a 1 t h c a r e i n d u s t r y . A s \'I e a r e u 1 1 u 1,1 i"l r e .. 
the health care industry includes physicians, dentists, hosritJls, nu;-s~;: :; 
ho1iles, laboratories, etc. Can this commission explain \'1hy the nursins 
ho r.1 e c om p o n c n t i s b e i n g i s o l a t e d 1·1 h c n t h c s a m e p c l' s o n n e 1 u r c i n v o 1 v c d i n , 
segments of the health care industry? Could it also be toncluded that · 
pro b 1 e r,1 s \'J hi c h ex i st i n nu rs i n g homes a 1 so ex i st to the s a i.1 e extent i n 
hospitals, state facilities, etc.? .. 

.. 
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V.'HET r:::\S, th0 nnr:-:in') hornr:: rrofo:-;:-;ion rn t!ic 8t.:1.t0 of I'TC\'J Yor\.: 
is in vol vci in mnn-:::rou~~ invc:-..;Li~ral.Low~; Federal , state and 
l0cal, bot;i crimir.:tl and civil, and 

V./I-iE~•: EJ\S, lhe; Go,JE:rnor 6£ lh2 a::::.tc of I'!cv1 Yo rv. h:i:; appointed a 
spscbl c o mrni:.:.:.'.3ion kn".Y.1:n a::; th,:; 1\1Torol2.nd Com :ni0sion t:) 

l·nv•or--t·l,...,"'l"' -1 11---.~,a· 'Lb'J<C'C")<."' ,...,,1 ,; O",.., 01·1·r, ,..,~ in t'hc:-, n 1lr'"'1·ng i1om"' '- --•.J 1,:,.:...._ :_. ,:_ .!..-'__.: · __ ,\...., C l . )p,_, • . .) u.. . : ...L ,.:._ 1...l.-...... L .\...,'._.,J _ 1 .. L .. ..) .1 L !..:,! 

fl;,.., 1r1 1·....,,..1 .. ,,; "" : •. ,• "'"'l l: .~-: ! .,,: '-, · '"1· ''"'U'"1·n,, -o" c·,,,-'·ru,.,ti or:· 
(.,_;~\.,.4 .i..&.V ....-.'-"'-1..1.1. 1:_1 "-"'-'-,.. ~~ ·...1 -.1- ... 11 .......... \,.,l L....J, l. 1.!. .... .. v "" ';:1 .i v ..... ut.. '- '- i , 

ov;nership and 39on::;or~h.ip of facili.ti2s, provi::sion of mcdic:al, 
nursing, .rch::1..bili~2.ti vc ::.nd ofr.er services, and the methods 
of financir:;r the same, and s2.id Commission h2.s been charc;ed 
with the task of r2comrnending corrective legislation and, 

WHEREAS , 2.s set forth in t::.e Moss Reports it is recognized that the 
problems dsscribed in the State of New York are characteristic 
oi those v1hich ~n2.y prevail in the ndion as a whole and, 

V/EEREAS, resulting le:;islation will have a strong impact L1pon, 
and possi::;~y serve 2.s a model for , similar legislation nationally, 
both Federal a...'ld State and, • 

\VliERE.:\.S, the i-\mericm t:ursing ?.:ome Association is th.e 
appropria::e bo:iy to assume a leadership role in t_he forrl:l'lhti::m 
and preser:t2.tion oi constructive approaches in shaping 
legislatiT,7 e propos2.ls \"Ji,Lch 2.re the lif2·01ooci and future of lor..g -
ter m care as it is kno'-:rn today , 

Nov1 there:ore: it is hereby un2.nimously resolved by the Board of 
Directors c:£ t~2 1,:27; Yor~: State Health F2_ciliti2s Associatic)[:, foe ., 
t}1at t'h,::,. P.,P'\,;.,..;r,c,..-, 7''ursing worr,,:, Ac:cor-;,,t1·on '"' 0 r 0 cues""ea' J.o .1. - ... J,.......-._.,_ __ _ ,,.,c ....... _..... .!....iJ. .11 _1_,._.. .tl~0 --'-"" u,,_. .._. !. L I.... L 

assist foe ?...-~ -2':J York St2.te Hc:2.lth F2.cilit.ies .Association, fac . , 
both financ:.2.lly 2.r.ci ad!-::iriistr3.ti•Jcly, in t:-1e prep2.ration anci 
presentation of th.Jse p>J~nts sf viev;, 2.nd legislati vs and fir::::?.·~i2.l 
propos2.ls ·::hich ;,vill a:lvance 2-id er:hanc-2 the delivery of hi.::_:rh 
quality p::.t:.2nt c2.re 1."1hi~2 a.::,si.:ri:1g reasonable and efficient 
expenditure oi cub lie rnnas . 

I 
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n:c:1.t a~~-::::,:s 1· 2~c-rj 0:1 rc.-..1 
('~t:i.te r:-:.1.~l;1,:.;l.1.t~0r.s a;.d to 
k 1r r,:,l.:::~,l i:1:(•:·t.-rencc by 
p:1 i,:i: c :: :::.i ls. 

'fhc:;e , .. ·0r~ t::C' first rcc--
o:r,:11c::•l2. ~iJ~s fro:n the corn• 
r:~:;:sio:i :::i [tcr a hi-:;r.i:: p'..lh• 
Jic·:cJ L\·e-r::o::th ir:Ycsti~a.-
ti e,n of t~:o s:at~\•;it!e nttr .si:ig 
hor:1e sc;;.:1:2:, l. 

Three r·:-0p'.)Sals \\"OU ld put 
an ~2d t :> a c11~-r~:1t pr::ic:Jce 
of sales 2nd kaseo::icks 
an1ong f~_r.,1ily and b~1si:1css 
assoc.!atcs ,\·hic!1 resuit in 
h lgh'.?r :::.retl:caid r eimb1.:ro:e-
m~!1ts. T ::: c reco:11:r.en.Jat :ons 
would L: rt:wr r ul~ out ad-
ditio:ial p:-o:its icr owr:ers 
v.it:i. a ::;.,.:.:-:cial interest i n 
their su ~:--·!~e!'.3. 

T he IT.71:l.ir:ing- two pro-
posals wo·,1:d pro~ibit politi-
c-al i:-i!cz-:'c:~cr:-:-e i:i bch:i.!f of 
a nursir:;; ho:-:r.e i!1 tcrcs t in 
w hich a pt:l:,Ec off ic::il h:is 
a stake b:.:t , •. 01..::d not r,re-
vcr:t r.orn:::l ad •,·o~c1c:-- of con-
st it1..:e:1t i:; : cres,s by eie:tcd 
o fii~:21::;. 

" \,-e l:::n·c doc1.::::e:ited the 
cor:--: r~!c:..t ,.:.J ,,·cl> of rc-ai es• 
to.te i!-.\·o: -.·1.--~:c:1ts -\,.·hich !"::r\·e 
h E"n .. s ... bv so~·c :-i• ·.-a;-,-r 
ho;1~ vc-i-;r~n~rs bil~i~;, th; 
Z\!cJ~('.:..:.i co~·ict·s,'' sa'.d _-\s-
se:nb;\·:·::::i.n .A1:Jrc.,•.- S;cin, 
hr:i<l of :':-:e Tc:1:~ -- 0:ary s~:1.tc 
Con·.r:-.:~':':c.n on Li•:in::- Costs 
and t!H~ :::~o:-:un1y, in- r~'.t":\S .. 
i rig tr.(\ ~: .. -pJg-e r f·r•orL 
, ·•Ti:o:1~.:1~J..3 o~· c·i'!cr1·.· p~ ... 

ti l'n::; r.::i-:<! hcf'n r ,;1 yin·::- for 
the~(" C-X ·'J:-~it:t:it r ents h\~ 

c~~i:1;; ::::1,i-'q:1:1.re food, lw J\:. 
Ir. g in !.h•:~;r o-.vn ·°',·~ stcs· b~ · 
c;'tu~e a r:i..",:-L!,•d T:.iJ2"ht nurse 
was r.ot .hired, O\' Ji\·irw 
crowJ,,J si 'I: in a ;oom 
s i~nro for: four.'' 

The f; n• prorosa ls a re 
staff rc-.::o:11~e11d::itior.s ::ind 
\Yill be r-:1t to the c:c:ht o::-i<'r 
ccm~:i~ _,;•Jr.(·r:, for t h.-:u· ! ,:::i.l 
rcpoi-:. Ti:e r-ro;-o ,:: L; arc: 

t:' ~\.ni(•~.d ~~'.:! the r ci:--:.,tr.J t:--;e • 

ruc-r.t f1.:c:-:-n1:l.1 to f'iir.1::1.ite 
dLti..,ct:o:-.s licl\\ ccn· ar:ns 

k 

- , 
.. I 

__. 

11 ·;: _:' :t rt·:d n ·J:':• ,"'! :·:,:: :; :,•!1.~t :1 
r, ··11 r•rn ;'1...\1· t~: tr.1:::. u::i.-1:1...; 
:::: ! i: :--. :r~;,d 1> ! 1~:.: a :~:. ~o:·i(: 
c r , .. l_ for rL<r:: ~,•::·., t. 'T!.•:~:~. T:1 ,_ ; 

r1:':.">r-.: ;il \\·o:;i.l i : :--: 0 :-- ,'! :ill 

-----· 

• . I . ..... . .. \ 

,··:: ,_ i ; , ! , _.: :- 1 • 1 , , 1 :, . " 1 r ,. :11 ~1 
(' • '.,, =i" a i(J !' • r, , •. 1 r,r },•:3 
G.\ :>·:· .. :! i!J i:-1.:t•t •:. : . . . :1i , t C' 0 !1l • 

:: .: .. ivn • :-:c:"i::.,' (:~;t.' c~c. r 
1~":TC'~!,..."" : ,:ri- t n . ·;. > r) , •.-ro' ,1 

th '.·:; ,.,!efi:--:~t:O:1 1: • "! I, . ,·n cir• 
t '..lln\·+_'n~c-J t:-,!·o~· .:::1 l 1 t1.~i r, -:-s 1 
:~r:·:l:~ ~r :-.-.. .- :-:~.::; \' .. '. h c!o-:a 

:.:0:: ,1 ci'.L·-.l u::.: C:bC In 
, vhkh there \•;::s a r rr. tal o! 
S'.25,00:) in c~;cC'~:; or '.\·h:i.t thi3 
I' C'\\. p:·o;::oc::i.l \·,0:1:J allow. 
I>rc~er:t a~,r ~· : ~,:~·::-:. t:,~ :::=1.iJ , 
'\vou!d u~ io:·c-.:-d urh~t•r th'l 
new pro;;os::J to reneg-otiate 
thci:- leases or g,: c 0,1 t or the 
business'' ... 

«;; "P.eal property wouid b~ 
inclL:ded as an asset rather 
than a cost ; thus t he oper• 
ator wouid rccei\·e ;,_ full re-
imbursement for hts proper• 
ty. costs o:1ly if h, · !nJ money 
lnwsti::d h t::c o:·,-:-:·J.tion oC 
the nur~i:: :: i1011;c- ." 

Th is, :-.IoJn :0,1.iJ. would. 
force O\Yn(\rs to keep assets 
In the b t: si::iess i·a t:1c , than 
n1al-:ing i:1:e:-i:-st-frr-,~ loans :o 
relati1·cs a:: ,.l ::oc')" t.1tes. •·rt 
puts rc:il es:::te i,1 t:ic prop;>r 
ca tegory of profit rather 
than cost," .:.Ic2.n s ~, :d . 

".Anv i:1.sti 1.uUon ,vhich 
-has an exb:ir:g !t:asc \\·htch 
cxcec<is tr.e pe?rmic; , ;1lile re• 
imburs::-n,c.: t rat,~ shall 
an1end its lease so tt1c ren t i:J 
rcduct'd or· b~YC i::,; Itcc~:-;e to 
operate re\·oked \,-;:!Ji n two 
ye::irs." 

C, Elccte.:i or ap;,ointed or-
fi c\.,l"' rar:-iircg n?o.·e than 
~~O,OC!) a YL';1 r \\·ou 1d be pro• 
hi bit;,t.! f:·om do ,:~..:- :1ny busi-
n ess wit 11 a , ·ro;iric-:;iry nu:·s• 
i n ..r, home or ho~!'i: I! withou t 

. a public Liddi;-,_; procedure. 
c;; A coc!e of ethics for les:;is• 

h t ors woul,l i.,, ,. ,::iti:ishcJ. 
c-overin~ t he J.,,:ding- with 
nurs ing- ho:-r1e m;1t,,·rs in an 
clcctc-d oriiciah di -1 trict. 

•·Lc~i:sl:i.tors ;t[·e now <li5• 
turhed ," .:.loan s ;1 id, "about 
whcthn the~- c:in c:1 tl app~o-
priate 3 '.! ,'r.CiL'!, 0:1 nur~i~-:" 
hortH' n:attC'rs. This wou lJ 
no~ p:·ewnt tr.e1r h·~i.tirn :1tel:," 
rcprt'scntin~ thei r constitu• 
·cnt's inter,·sts." 
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THE LEGISLATIVE IN:JEX CC:.fi'ANY 
100 So. S\.l~n St., Alb3nY> N.Y. 

HEi\LTH .. El>GIN1':Ei<S 

February 11, 1975 

Assembly 3253 By Mr. Stein· 
All ACT to om:nJ the public hc~lth L1w, in relation to the bld:.llne and lcttinc of 

contrncts with rc~p c:: t to hc9lth fncilitics 
Section 1. Articld one of the public hc ~lth l a~ is hereby amended by ndding thereto 

a new title, to be title th~ cc to rc.:ic .:is follo~J: 
TITLE HI 

11 rnorr;c Alw LETTI~::; ('f co:;r;z,·,crs FO'.t PS/J.TH FACILITIES 
Section 100. Declaration of policy . 

101. Deflnltionsl 
102. Public bid1ln~. 
102-a. Ex~~~tions to public biJJici . 
103. Quellftc.:itions of Lidders . 
104. Advcrtisln~ for ti cs . 
105. Stetc~ent o f non-collusion. 
106. Cc,ns;:iirecics to p::.::·:cnt ::oryetitive bier.ling; 

§100. Declcrntion of policy. It is hereby found , declared end determined that 
hos?itals end other h.::elth facilities oi the state are of forc.~ost concern and essent-
ial in proviJi:-:6 cor..;i rch,msivc care and trcatcent for the ill and infin:i, both physical 
an<l rr.ental, nnd ere thus vital to the protectbn and the proc:.otion of the health, 1,el-
fare and safety of the pao~le of the state of Kew York. 

It is further deciercd to be the policy of this state that this article shall be 
construed in the negotiation of contracts for ~orks end purch~ses to which any health 
facility is a pe.rty so as to assure the prudent end ec.0no:nicol use of public !:'.oneys 
for the genefit of all the inhabitants of the state ani to facilit~tc the acquisition 
of faciliti es 'end co=odities of ~2ximum quality at the lowest possible cost. 

§101. Definitions. 1. "Board" shall mean the board of trustees or board of directors 
in control of a health fncility. 

2. "Co:::.:::iissioner" shall nean the coc~issioner of health of the state of N<cw York. 
3. "Construction" shull r..cen site axquisiticn, planning design, erection, bu.ildin; , 

alteration, rcconstructicc1, renovat i on , ir.;,rovec:ient , extension, enlargement, replace-
ment or =dification end the insoe~tion or ~ocificaticn thereof , 

4. "Health facility" S:-J:!ll ir.~lu-.:2, but n0t be lir:iited to, g.::ne :r<1l hospitals , · 
psychiatric hospitals, tuberculosis hos~itals, acbulatory hospitals and centers, 
ch~onlc di~case hos?itals, nursi~3 h~~es, exten~e~ care fecilitics, dis~ensaries and 
labor.itorics nr.d any other related fecilities, and any co:::::>ination of the foregoing, 
both public .ir-.d ;:iriv;:i::c, particiµatin2; in the state rr.edicaid progrcr.i 

5. "State" shall r..e:;n the state of t,ew York . 
§102. Public bid:iin; . ,\ny contract let by a health facility for ...,.orks or purchases 

shall be publicly let to the lowest re sponsibl e bidder furnishing the required secur-
ity after advertiser::ent for scaled bids in the canner provided by section one hundred 

.four. 
§102-a. Exceptions to public bidding. 1. Section one hundred t~o d0es not apply to 

situations othen.ise experssly provided for by an act of tha stcte legislature or by 
a local lav ado?tcd prior to Septc~bar first, ni~eteen hundred sevanty-four. 

2. Section ona hundred two does not a?ply to situations ~-here the·cost of a contract 
does not exc<ced fi·;e thousand dollars for ~orks or one thousand five hundred dollars 
for purchases. 

3. Section one hundred two rr.ay be waived by the board in situations where co::i.oetit-
ion is so li::-:ited tha t it would be i::-.pr;:icticable or ds:c:ir::enti:il for the health fr.cility 
to c01"ply vith the ?ublic biddins rs: qui r c::-:ents of that sectio~. However, at no tir::e 
:sh:ill the toard act in an arbitrary or capricious r:i.:1nner. • 

4. Section one hundred two cay be waived upon the adoption of a resolution by a un-
anir..ous vote of th2 bo2rd . Such a resolution should contain a full expla=tion of tha 
reasons for its ade?tion . Ail purch,~es ::i.~de p~rsuant to such a resolution shall be 
subject to audit and inspection by tha co:::~issioner. 

5. Section one :-'.'1:-_::lred t-...·o r:,:iy b;; vah·ed in fr;:; case of a public crr.crgency erising 
out of an ecci~cnt or otr.;:;r unio~cse~n occur€nce or condition ~r.ercoy circu:cst2nces 
effcctlni n health focilitv or tr. e life, health, safety ur property of potient9 or 
cr::ployces ther<cin rcc;t!ir.:: ir=ediete action oc;d c:rnno t e·..::iit co:::petitive biddi:1g . In 
these si tu.Jt~o:-:s cc:-,trncts f,n ,.,arks or the ?Urch::!se of St!pplics, r.,aterial or equip-
ment r:.ay be let by t'1e e;,;:ropri.1te officer, bo:ird or agency of the he.:ilth facility. 
Notice of such action should be fil~d with the co:r.T.issioncr not loter th~n t~o wee~s 
after validation of t~c contract. 
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6. Surplus micl second kmcl supplies, n.,teri.-:1 or cquir~,cnt o.:1y be purchased 
the (c,~cral or state ccwcrn=nt, or froL1 .,ny other political subJi.vi:iion or district, 
Without co::-i;,c ti.tivc l,1<.!.!in ::; . 

7. The except i c ns of ~cc t ion one hun<.! rc<l t1Jo-n ~re not ,,ppl ic,1Jlc to s itull t ions 
-where th;:-y arc c a ;,loyc:1 to rc~ult in a contract th:1t cn2blc!l 1:n intcrcstc<l of 
the boarJ to r c.:i ;i fi.n.:u1ci..:il [ a it'.s. 

§103. Qu.-.liUcatie:1s o[ !Ji,: .'.crs. 1. /, he:ilth frcility mke ruks nnd rccul.:itic.ns 
covcrninc the qualific~tions of bi<lJ.:irs cntcrinc into such n contract 1Jt~re the cost 
of such a contc.,ct cxccc<ls tv.::nty-t: i.vc th,Ju3an~! doll.:irs . The biJ lin!3 e1ay be rcstrictc<l 
to those ~ho shall h.'.ivc qu.:ilificd prior to th:; rccci?t of l>iJs 2cconli.,[ to st.inC.:.:inls 
fixe<l by the heclth L:icility, rro·,iJc<l hc,•.Jcvcr, thct notice. or n0ticcs for tte su0-
cission of qu.Jli.fications sh.,11 be publishe:l in on o.:,;:,roprictc traJe journal publi:-,h-
ed in t~c city• c o1. .. n ty or !:t :: t~, or, if no su::h journ2 l cxist3, in a nct.1~p2pc.r \.:ith 
a general circubtion in th~ cit}' or county conccrncJ, at lc.:ist once. This publica-
tion shoul~ be not less thon ten Joys prior to the date fixed for filinC of qualifi-
cations. 

2o Each contr.ict for the constn.::::tion cf a hc.ilth facility include a provision 
t.Mt th-c .:?.rchitcct who t!csi.£ned the facility, or the. .:irchitcct or cnt,;inc-e.r re.tainc.d or 
eoploycd spccific:::lly for the purpose of shall supe:::vise the work to be 
perfordctl throuc;h to coc,plcticn end shall see to it that the furnished and 
the work perfor=cd are in occorJance with the crcwings, pl.:ins, specificctions and 
c:ontroct,:; thereof. 

§IO!;., Advcrtisi.ri:; for bids. 1. Advcrtise:icnts for bics sh.:111 be published in a 
newspaper or trcC.:c journ:il C:csi.c:ned for such pur;:,osc. Copies of all such ;:idvcrtise-
ocnts shall be filed with the Co=..-:iissioncr. Such advertise::::cnts sh.:ill contain a state-
cent of tt-.e ti..22. t.:~1cr! Z:.nd pla::~ \.::-L.z.rc ell biCs received pur-su.::~t to such notice "t-:ill 
oo t>ubiicly o?cncd and rca::l. The bo.:.trd scckinc suc:i bicls c,y by resolution des~n2.te 
any officer er cc;:,lo:,·ce to o;:m the bids 2.t the tina and tl-.e. place sp-cci£ied in the 
notice. Such desisnee shall c:2.ke n record of such bids in such fern and det::iil as 
the 'board shall prescribe G2d present the at the next rc~uler or special neetin6 
of such board. All bids received shall be publicly o;:,cnc~ and recd at the ti::lc ::ind 
place so specified. At least five cl ay:. shall elapse between the first publicntion of 
such advertisc=nt end the date so spe cific::! for the openir.g and readin6 of bids. 

2. ·In any cas2 1-lhere a rcs;;onsi!Jlc bic::dcr's r;ross j?r:ice is reducible by.mallow-
ance for the vcluc of used n 2chiner, cqui;:,=nt, 2;:,paretus or tools to be tr~ccd in by 
the. he.el th fa:::ility, the i; ross ;:rice s h<lll b2 reduced br the acour.t of such allo;;ance , 
for the purpose of cctcroinir:g the low bid. 

3. In cases hhere two or oorc responsible bidders identifical bids as to 
price, such officers or bo'1rd =Y 2~{2r<l the co::.tract to ::iny of such bidders. Such 
c,fficc.r or bo2.rd sho~ld ~ot rc~p p~rson2l fL~wncial s~in fro::i th~ cnsuinz:; cor..tr~ct., 
S,..1ch officer or be>.J.rd ~Y, in l!is o::- its discretion, reject all bids and rcaclvcrtise 
for n= bids in the r:::.::n:icr ;:,rovic:cd in t:i.is s2ctior-,o 

§105. St2.te::ie..,t of. non-collusion. 2'.·.::ry contr.:ict he;rc ::iftcr 02.de or 2.wardeu by a 
he.olth fccility, pursu.:~t to bid, f o r i1ork or scI.,tices p~rfo~e.d or to be 
or for purc~ases, sh.'.111 contain the followL,G st.::t=cnt su~scribcd by the bi<lder 

~nd affirc~d by such bidde:.~ as true undi::r the pc...1.'.;ltics of pcrjurr, 
(o) By su~uission of. t h is b~c, coch bicccr 2.:1d each t'crson si6nin3 on behalf of 

my bic.1.d.cr certifi~s, w.nd in t~ .. e. cz.se of a joi.1t bid e .:-?.ch pc.rtr th.:!reto ce:rtific3 .:is 
to its o~'!l oreanization, uadcr penalty of ?Crjury, that to the best of !cnowle1gc anJ 
belief: 

(1) The prices in this bi::l h2vc b c:en arrivc:l at bcc pc:1~cntly without collusion, 
consultation, coc:...u~i~~ticn, or 2srcc~~nt, tor th2 purpu=c of rcstrictL~c cos;:-ctitio~, 
as to any 02.t"tcr rcl c ~inG to such prices \...· i -:.:1 ~ny otb.2r bid Cier or with ally cccipctitor; 

(2) t:nless othenris e rcquir.:d by l.::•.,1, t~c prices ;.:hich h2.ve be = quot e d i., this 
bid have not bc;:,n b owin:; ly disclcsed bi,- t he! bic'.Jcr £.nd will not kn::i1<1i.. ;3 ly be disclose.; 
by the bi::JGer prior to o;:,enine, dircctlr er inci::cctly, to any other bidder or a.,y 

o ther co .:pct itcr; and 
(b) A bi~ sh.111 not be considered for c~cr:l nor sh:ill any award be r:tede where 

pararrra~hs enc, two enJ three of sujdivision (a) of this section h.J.vc not been 
coo?l ie<l with; provi<.:c'J hc,wc.ver t!1'.!t if in £.ny case t:c.c bic]jcr c.:innot c,kc the forc -
r;oinz certification, t::c !.Ji.lJcr sh:i ll so 2t.1tc a:1<.! s tr~l f urnish 1Jit\ tt-.e bid a si:;n,'d 
st.:iteoent wh;..'1. set,; forth in S:ctail the rc:.c:ons the ref or. ;::i.cr-:: par.:.;::ra?hS one, two 
end three of s ubJivis1.on ( a ) o.: this !;cct1cu hJv~ not ~~en coc?li~~ with, the bid 
sh.all not b~ c cnsiUc.:.:- \;. .-1 fo:- uJ-1.:ird nor sr.~11 any .:w.::r~ be O..."lJz. unless tt.~ co:::.:::1issio;ier, 
or his dasit,;ncc, ,1ctcr:cines that such disclosure .;-.is not oaclc for th~ purpoae of 
r-cstrictinc co~pctition. 

AR 

.~ 
i 
I 
; 

j 

! I -t 
• l : .! ! • 

f . 
f 
t 
t • 
i 

:. 

i 
f 
} . 
'-
J 
f 

' 



I 

I· 
I 
l 

I 
I 

I 

i, 
I 
l 

I' 
1 

,, ,, 

I, 

.. 

r 

Pnga 3 - A!l5c::i:ily 3253 - llw\LTH - ct/Gim:rns 

The f::ict tl,.::it n buil,lcr (.::i) h:15 :Ju~Ushc•' pr!cc 11st5, r :ite::J , t :iriff!l covcrin <; 
itc~s bcin~ pr0cur,:,J, (b) h~o infor~c:: ~ro~pcctiv0 cu~toncrs of pr0~oscJ or µ0nJ inc 
ru~licoti c. n of n c·t1 or rcviscj lbts fo r such it,:, c15 , er (c) h.,,~ ::;o ld the: s,nc it cns 
to oth~r cu st0~1~1·G ~t th~ s~2~ prices t~in~ hid, doc~ n?t c:~stitut 0 , ~lth~u t n0rc . 
a disclo5u rc withln the ocenin~ of ?.'.lr.::i~rn~h on2 5f su~1ivis1sn (.'.l) of this sect i on. 

G 106. Cun5~ lr.:icic::J t o ~r~vcnt cc~~ctitlv~ b!J~Jn ~. A ~~rnnn or cor~o r ation who 
sh~ll vilfully, kn:;;.rlnsly end ,:ith int.:-nt to <..!2 fcu:l, n ·~k.:- or ente r into , o r attemp t 
to ::llkc or ~ntcr intc , with cny ot her pers~n or cor?or.::it!cn, e contract, csrceocnc, 
orr.'lnf'c::i~nt or C C!'.11_,in.::itlon to su:::iit n fr;).u::ulcnt er coll ,151',c bic, to r ef rain fr oe1 
sutcittins o bona fi :lc ccw?Ctitivc bid co any health facility on a cantrnc t for w0rk 
or ?urchasc which h.::is been ndvcrtiGcd f a ~ bi~Jin3 , sh~ll ~c ~uilty of~ 
end on conviction thereo f shall , if a n::.tur~l person , be pu~lshed by a fine not 
cxcceji~s fi~ e tl1~~s,n! d0ll1 r s or ~y f7~ ri~,n~cnt f~r n0 t 1,·n~ 2 r t h~n en~ yc~r, er 
by b.:ith such fine anJ i=;irisora::icnt, :rn.~ if a cor;:,oratic.1 , by a flue r:ot .:!xcccdin:3 
twenty thous::.nd c!olL,rs . An i:1dicto2.r:t or infon::.'!ticn b;;scd u;iou a viola.tion of any 
;,rovisic n of this s2.cticn oust )C found t.lithin three years ofter its c.'.::-.:::ission. 

§ 2. 1his act shall take c:fact on the first Jay of Sept~~ber.next succeeding the 
date on vhlch it shall have bccowe a la~. 

Referred to Health Coe. 
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rm: L1:CISL,\Tl VE INDEX CO~!P,',NY 

:100 So. Swan St., Albany, N.Y. 

HEALTII - I!ISUR,\NCE 

February 11, 1975 

Assembly 3254 By Hr. Stein 
/,N /,CT to =.end the public h~,,lth law and the in!:ur;ince la·~·, in relation to the 

promotion of efficiency in the ddlvery of health scrvlccs :, ,. 
Section 1. Lc~l s latlve fin1ire•• The lc~islature hereby finds that a factor 

contributinc to the problc~~ of some of the ho~pitals and health care institution, 
facing severe fina~cial crises in New York state is a lack of nd c ~unte and effective 
managc~cnt and ad~inlstrative practice~; thnt no co~preh~nsive management or per-
formance audit of individual hospitals and health ia~ilities is currently required or 
conducte d in connection with the allocation of publicly provi d~d or regulated rei~burse 
ments; that the conduct of annual financial audits of private hospitals has been dele -
gated to non-profit in~urance corrorations ~ithout any re~ulnr or effective public 
supcrvi!:i on or c·:.:1l1.1 ~ tion v.t the c0::pora ~ions' pcrio17."'.~-:ncc oi this task; th.:it major 
decisions affecting the existence of so~e hospitals are being rr.ade -with little nttentiot 
to the econornic impact on the financial future of the instit~ticn and its abillty to 
continue to deliver hcnlth scr'lices to the ccc~°"unity; that th,:, ::wintenance _of th,:, 
public health is dependent on the continued effectiveness of both public end private 
hospitals and health facilities and that all of these institutions must be viewad as 
a public resource; and th3t t~e powers and responsibilities of the corr:nissioner of healt 
and superintendent of insurance are limited and not clearly defined with re;ard to the 
initiation of actions which enco~ra;e, prc8ote and insure the efficient and financially 
sound operation of the hospitals in :le·-1 York s Cate. 

§2. Section twenty-ei 6ht hundred of the public health law, as amenced by chapter 
eight hundred sixty-two of the laws of nineteen hundred sixty-eight, is hereby a~endcd 
to read as follows: 

§2800. Declaration of policy and state~ent of purposc,#:1--k* pursUartt to section 
three of article seventeen of t~e constitution, the department of health, acting throu~h 
the health ccc~~ss~oncr. shall have the central, co~?rehensive responsibility for the 
<ievelopc:ent and ad'..:;inistration of the st2tc' s poliC~"·, 

§3. Section twenty-eight hundred one of such law is herebr amended by addi~ 
thereto a new subdivision, to be subdivision eight, to read 2s follows! 

8. "Impact statemc;nt" ::;eans a state;-;:cnt denonstrating ecor.oj!ic in?act of all major 
decisions, including but not Er;-,ited to the followir>.g: construction, renovation, or 
Teplace~ent of tacilities; n ew e~ui pnent costs exceeding fifty thousand dollars; mer£er , 
acquisition or creation of subsi diary by a hospital or health-related service; initia-
tion of a new of hi ghly specialized or technologically SO?~istitated health 
services, research or education by a hospital or health-relate d service not presently 
under taken; and any alteratio:-i in service provided by the ho:!;iital or health-relate:d 
service '1-:hich would decrease hospital serv:'.ce or health-related service presently 
provided by the ho~pital or health-related service . 

§4. Subdivision one of s ection twenty-ei;ht hundred three of such law, as amended 
by chapter nine hundred eighteen of the la;;s of nineteen hundred seventy-two, is here-
by amended to read as follo~s: 

1. (a) The cc~:r.issioner shall have the po'-'Zr to inquire into the operatiorl of hos-
pitals and hone health a~e:-icies and to conduct per:odic inspections of facilities 
with respect to t~e fitness anc adequacy of the praffiiscs, eq~i?~ent, personnei, rules 
and by-laws, stanca rds of ned:cal care, hospital service, incl~c ing health-related 
service, hone r.eal th se:-v:'.ce, system of accounts, records, a'."ld the adequacy of 
financial resources and ~:-,urces of future revenues. (1; ;;:1,1 Hi'.TT:'::'. EEGI;:s HERE) 

(b) (i) The coc::::-..J.s~:oner sr:all have the power to ez~abli s!-1 by rule and regulatio:i, 
-.dthin six r::onths of the c:iate on ;;hich this subpareg r:aph shall have beco::ie law, sp ecifi, 
criteria for the deterr::~nation of hospital effic:'.ency and to provide for the deter-
mination of hospital efficiency 2.nd to provid .-:: for thi:: diss e:r.i'."lat:.on of such criteria 
to the public and hosr,itals. O:lly afte r rujlic h~aring, ~hich C1us t be held every t~o 
years if not sooner, r::ay such hos?ital effici £~cy criteria be revised. 

(ii} Notice of such hearing shall be published on three successive days In at least 
b.>o n.:?wspapers having general ci:-culation wit:iin tr:2 t .:: rritory or district ;.:here the 
heerin2 "ill b~ hclJ. The not~ce of hearl.n6 shall state th~ purpose thereof, t~c ti~c 
1,:hen and the place ,:here the pu:ilic :::ectl.n" shall be held. The public hearing shall 
be held at a tir..e and location de.::::ed by the cor.=iissioncr to be r::ost convenient to the 
public. ht such h carin~, any per~on may be heard in favor of or against the revision 
of hospital efficiency criteri~. 

(c) (i) The corr-iiissioncr shall have the power to initiate consolidation of pro&rnms 
anti/or services offen:.d hy t"o o:- ccore hosr:!.tals and/or health-related services; 

(ii) No action he reunder shall be t a ken ~ithout a hearin,,. The cor..:nissioner shall 
fix & tine and place for the hcarinz. A copy of the pro?osed action, together ~ith the 
oottce of the time and place of the hearin~, shall be served in person on or mail e d by 
registered C>ail to the hospital or hcalth-rdRted service at least. thirty days before 
dote fixtd for the hearin~- The h::ispital or he..1lth-relnted service shall file .,[th the 
c=issioner, not lc ,; s th ,,n ei:;ht d~ys prior to the hc,,rin~, a • .. ritttn statement 
concernin,; 5uch propos ~d Action. (m:w !:.'.TIER ESi:lS HERE) 

§5. Suhdivisic,n one of section t..-noty-d.;ht hc:nc!r e d six of such law, as runendcd 
by chnpter nine hundred tw,.:nty-three of th~ lc•,:s oi nin<;te cn hundred seventy-three, 15 
hereby amenc!ed, nnd a new subdivision, to bn subdivision five, is hereby added thereto 
to read, _ respectively, a, follows: 
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Hu',LTH 

Jnnuory 14, 1975 

/~..-o_{( /r: 7=-( 
Assemb ly 993 By Mr, H. Posnor 

AN /,CT to orr.cr.d the public health lr.1,1, in roletion to tho rights of pntknts in 
certain oc<licnl fr.cil:tics 

Section 1, Th~ public health low is hereby r.~on1c~ by n~ding thoroto a n~J section, 
t:o be scctio:, t-;..: 0 :-,ty-ci?,~1 t !-.l.:7"".C:.4 cd t 1:rc .::-c 1 to rc!:.d'"- r..~ iollc-.Jo: 

§2803-c, Richts of patients in certain mc~iccl facilities, 
1. The co=issioncr shall require th2.t evory nursing ho:-.c on~ health relot.:?d fncility, 
ns dcfin.:?d in suj~ivisicns t~o ond three (b) of section t~onty-eight hun~red ono of 
this article, shnll c~o?t on~ mckc public o stntcmonc of tho rights end rcspcn:iibili-

. tics of tho patients who ere receiving ccrc in such facilities, end shall trcot such 
pnti.ents in cccon::incc with the previsions of such stntc::cnt. 

2. Said stntcncnt shall includo, but not be limit ed to the following: 
e. A guarontco thnt the paticnt•s civil and rcligiou:i liberties, inclujing the 

right to ::.ndcpcndcnt pcrson~l decisions and l:no-..;,lcdr;.:? of e.vail~ble choices, vill not 
be infrinr,ed and that the facilit)' v.ill encc1.:rage end cssist in the fullest possible 
exorcise of these rights . 

b. A guornntcc of the patient's right to h~ve private and unrestricted conr.iunica-
tions with his physicicn, !!ttorney, end nny ether ;,crson, 

c. A gunrentcc of tho patient 's rights to ?resent grievances on behalf of him-
self or others, to the fccility•s otoff or odoiniscrator, to govcrn"'entcl officials, 
or to ony other person withcut fear of rep,isc1l, end to join with oth2r patients or 
indi.viduols vithin or outside of the facility to work fer i mprovement s in patient 
Cl.re. 

d. A guarante3 of the P-'.lticnt's right to nonage his o~'TI financial cff~irs, or to 
have a oonthly accounting cf cny fin.'.!ncinl t::-cnscctions in his behclf, shoui1 the 
patient dclegot e such c·cs?cnsibility to the facility fo::- cny period of ti:-.•:!~ 

e. A gu3rcntcc of the pntient's ri gh: to receivo ct lccst cdcquntc and n?p::-opri~ 
ate oedicnl ccre, to be ful!y info.::::.:,d of his mc:'.iccl condition one p::-o?os;,c ~r -cnt -
inant, nnd to pcrtici?cte in the plnnning of all acdicnl trect~cnt, inolu=ing the 
right to re.fuse t".cdicction ond crectscn: and kn= the consec;ucnccs of such cccicn:i, 

f. A gunrnntcc of tho patient 1 s to tnve privncy in tr2nt~~nt ~r.C in c~riug 
for parso:1111 needs, confidcn:iclity in th.:, creecc-.ent of p~rsonnl end =:edicnl rccc::-ds, 
and security in sto::-ir.s .:tr:d u5inz pcrso,,ol possessions . 

g. A gu~rnntce of th~ p~ti~~~'s ri ~~ t to receive courteous, fair, end equal trcnt-
ment nnd service:; .:nd c t.ritten stote::12nc of the services provided by t:ic fccility, 
including those required to to offered on on ns-n2cded basis . 

b. A gu~r~ntcc of the p~t:c~t•s riG~ t to b~ free fro~ ~cntnl nnd physic ol cbusa 
and from physic.:.1 .'.lnc chc.:..ic.'.ll rescr.:.:!nc !', except thc;sc rotrcinte 2uthorized in 
writing by a doctor fc:-- o. specified ~nd li:::it;:;d p~riod of ti~2·. 

1. A stctcc:~nt cf tho facility's re~ulc cions nnd a n ex?lar:ction of the poticnt's 
responsibility to obey ell rccsonublc rc ;ulnt ions of the fccilicy and to respect the 
pcrsonnl rights ar:d privnte :,::-o;,c:,rty of th -:: cth.:r p2.tiencs . 

j. A gucrnntcc th2.c, zhcuid the ?::tien: bo cdjuJicotcd inco:::pctent .'.lnd net be 
rcsto::-cc to lq;.:.l co?::::'..ty, the :::,ave i:i ;:,::s enc rcsponsi:iilicic9 shell d.:volve up -
on a S?cnso~ or cusrCi~~ ~ho shnll sec t ~~ t tho ; ~ticnt is ?~ovidcd ~ith 2~~q~~tc, 
eppropri.'.ltc, nnd rc~?ectful c:cdicol trcntc:ont .'.lnd core and all rights ~hich he is 
cnpcble of cxercisin B. 

3. Eoch f::cilicy sh.'.!ll i:cokc ovnilablc a copy of the stacc:::ent to cnch pctient enc 
to each patient's cucrci.'.ln ct or ?rio::- to tho ti~o of ac~ission to the focility, and 
to each mc:nhc::- of the r.:.cilicy's st::ff. 

• 4. ~nch facility shell prc:,~rc a ~ricccn pl.'.!n and provide oppropri.'.lte stcff trcin-
ing to i:c:plcc:.:-nt e.'.!ch pc.cic:-.t 's ri gh t ir:clL:~e:i :n the stcterr,cnt. 

§2. This net shnll t~kc effect on the cixticch dny nfter it ahnll have become n 
lnv. 

Referred to Hcnlth Com. 
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Pop,c 2 Assembly 3234 - HEALTH - INSUIU.::CE 

1. A hsnpltal oper~tlnR certificate may he revoked, su~pcnded, limited nr 
ennulled by the c0r:-.n i:ssloner on pn,nf thu~:«-.11<-to provide fnr ncccs:;nry emergency 
c:11rc /\nd trcntrr.cnt for :m un i<l .:ntiiicd , .. , r:,c:,n l,rou;·.ht to it in 11n unconscious, 
seriously 111 er 1.oundcd conditiod:;,_,1 ~l\TT[~ il:'GI?lS l! F.HE) ; or (c) the hospit .;l 
has -fail ed to furni sh the corr::ilsslnnc r of !walth "'1th 11n ir.cp .1ct statc·rncnt prior 
to actin;:;, ort h.1vin;; been furnl$h cd '-'it:i ;,n 1;,;i:i::t stntuu,nt pri'lr to actinr,, the 
Colmlissioncr nPithcr certifies the, proposed action as ir.provin,; the eff icient dcliveq 
of he11lth c ,ne services nor certifies such act i on as critical to the public health, 
end the hospital net:; on its pro~nscd zction. 

5. In a<ldltlon to the power to revoke, suspend, limit or annul the hospital 
operattn& c ertiflcatt:, the corr.rr,issioner ~ay , in the P.vent of a violation by ohos-
pital or health-related service of nny provision of the certificate of incorpora -
tion or ony order of the corr..nissione r or of any rules and rc,gulations duly promul-
gated pursuant to the p-rovisions of this chapter, r C':::ovc :my or nll of the existing 
directions of th<c hnc.oital or hc~l ch - rcL-,~cc sc:-·:icc ;,:-.d :.;-r,oiln such person or 
persons whom the corr.missioner dcc~s advisable, i ncludin6 officers and employees of 
the dcpartr.\cnt , as new directors to serve in the ploces of those rcr..oved. Directors 
so Appointed by th.:? cor.::-.issioner ,,;ho arc officer:: or err.;,loyccs of the dep.artmcnt 
shall serve in such capacity without co::-.;,cnsotion, and an:r directors so appointed 
by the co=. !. ss!.oncr shall serve only for a period coe:dstent with the duration of 
such viol at i on or until the cor.:c.issioner is assured in a manner satisfactory to him 
against violations of a similar nature (:;;::'J l-'~\T,ER. E1'DS HEI\E) 

§6. Subdiv!s!on three of section twenty-eight ht:ndred seven of such law, as 
emended by c~apter nine hundred eighteen of the laws of nineteen hundred seventy-
two, is hereoy a:c'".nded to read as iol lows: 

3. Prior to the apprnval of such rates, the co=issione r shall determine and 
certify to the s 1:::,erintcndent of insurance and the state director of the budget 
that the propose<: rate sch.2c!ules for p2y::>cnts for hcs;:iit2l and health-related ser-
vice, including heme health service, are [reasonably related to the coses of ef -
ficient produ;::t!on of such service] rr,tes of "3,T."nt ;,;-,ich '!re d~_:-c;c tlv r ela tsd to 
t.he efficient Ccl:.verv cif he"'ith CC::i:"C: s::-·.:-•:tc.::::. ').S Gc~.:.:-::::-.:.~.:d ;._ccc:-Cir-.~ to :~e 
specific ~t !:.ter!-:\ set b·: :.r.~ cc:-:-.::-.:~:;:!.'"'l:-.c..::- . In r:.aklng s:Jcn cet~ificc.tion , the 
COCJ::iissio:1c:- sl:all take into cousicc::.:ati.on ~hQ elc:-:-.tnts of c::-~t.,i:-:.~l' 

§7. S•J::h law is hereby ame..'lced by add in;; thereto a new sP.-: :L:;:,, to be section 
twenty-ei6 '.1t hu,.cred seven-a, to reed as follo.is: 

§2807-a. Im;:iact stat~"ents. The cont en ts of all impact state~ents sub~itted 
pursu ant to this article: ;;hall be r;ublic info=.:ition nnd such statements shall be 
evailable for public inspection und=r SJCh conditions as the cocclssioner shall 
prescribe. The cepartnent shall prc;:iare an analysis of each ;~pact sca t e~ent for 
tile cc=issioner. The cor.:nission<:cr shall certify for all f-:s:·,_:-:t statanents eithar 
t.hat the ;,r,~;:,osed action i8;,r-:,ves the efficient celive:c:,· cf '!•~c .. •.th r.are services , 
that t he ,n:)pose.:: act:!.on is crttical to the pub.'..:.c hc;,..~t:,,, or t.hat the proposed 
ection sha.l not be undertaken and the rationale L~<:cr e ~or. 

§8. Subsection t~o of section t~o hundred fifty- five of the insurance law, as 
8!llended by cha?ter six hundred ten ~f the laws of nineteen hundred sixty-two, is 
hereby =ended to read as follo~s: 

2. No corporation subject to the provisions of this articl e shall enter into 
~y contract ,;.ft;-: a ~1J:iscriber cnless 2.nd un:il it s.h2.ll have filed '1-ith the super-
intendent of in~:::-:2ncc? a ful~ sch;:,cule of the r .:tes t::- be p,;.'d by t:-i,c subscribers 
to such ccr_t7:?.~ts ,.\!.:: :;~.!ll h::!.v~ obtc:!.neci the 5;_1:,cr:'.-:i ·::r:.::C2:; t. 1 s Gpprcval th~rof .. The 
scocrinte~,.12nt'.~ ~~:c-:.:,....-2.l sl°i?.:.l r.s~ ~.:2 ,:r:,::1t2d ,_ •. :tti.1. 2.:·tc,;:- the ::rir,ro~~·2l of th2 cc;:-
c-dssion e:r ~:: b..::a~ tf:.-.- -~.-::::: su?eriri..:c:1CE:nt :-:--.:::/ -:- 2.::~s~ suc~1 .::.p;) rovcl ·:.-.:.':-:-r.-:-

§9. P2r2;r~;,:is la) and (b) of subsection c-,~-0-2 of section t-.;o fift:,-
fivc of such l;::-.:, as added by c:i2?tcr :ivc b:r.dr2d s evcnty-t·..:o of the lew~ of nine-
teen hundred seventy, are hereby accndcd, to read, respectively, 2s follo~s: 

(a) Notvit.~standi:-:g a:-:y other ;,rc•:ision of lc.i, no rac e filin; -.,ith rts;:,cct to 
contra::ts,;.~.!rkexcept 1n co~ll2.::c~ 1..~i th th2 pro\·isions oi !his subs2ctio:: as ~ell as 
other applicable provisicr1s of 12 ...... T~~c St.::"lc:-intc~:.:..:;;~ s:-.'111 <~~u--..~~v e:•.~~lu:tc t:~i.; 

c..?..nc.~(r.t•~n t ~t~~t.tc.?s. o:-io'.:r:!tir.~ =c~:!.c:.l..-:s ~:--.-::: [.!.:1;.~· --=- -~!. :,7". G aC:--:-::.,.~.::.::::::·.;;:i\·c o-:-r:,-.t.~ ... "1 11r~"')s 
of oll co~~or~ti~~s :.~ ~c c :i ?~ ~c0 ~ith ~l:1c-c r·~ t~2 
icsurl:.nc~ 
--(b) Price- to any scch fili::1g or ,:,~plicatbn by or c,n beh2 lf of 2 corporation, 
such corporation, 1.hcn directed by the su;:,crintcnccnt, shall conduct a public heJring 
with respect t .o t:-ie tcr::is of such filin; or epplicatlon . ~:ot!.cc of such hc:irir.g 
to~ethcr -.·tth t'.l<' ?r.:-.•~;,_l c-_•;,luat!c:,-:1 sh~ll be publ!shcd on three successive days in 
at least t\..·o n i:w:.;-.i.::. ?crs,'n.,::nr 

§10. This act shall cake effect on the thirtieth d~y after it shall have become 
a lav. 

Referred to Health Com. 

- mcnns s a~e as old lav 
[ ] means old m~ttcr omitted 

lll.?an.s new c:nttcr 
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Scn.:1te F;ill ,:0.r:209 
!>y Sa.I'ator Joh,. E. Flynn 

sm-NA.l.Y OF P :'JJVIS IO'.·!S: 

JJ:'. /,CT to .:,;;, r,na tht: IV!:,lic l!~alth Lc>.:1 in rcL!tion 
to the app0int rn2nt of an advisory cc~ncil 
on co»1 plnin ts arising uith. rcs~ct to 
nursing ho,e,:,s . . • 

5 2.C'j 

Adds a new subdivision to be subdivision 9 of §2896a of the Public 

Health Law to allow the Co=.issioner po:-:er to appoint at least one senior 

citizen in each county and upon the reco~n.andation of th~ Chief of the 

appropriate So::ial Services district therefo r, one senior citizen shall be 

·appointed to in,cstigate specific co:nplaints arising with respect to nursing 

t.ones, and report his findin3s to the Co~uissioner. 

YuSTIFICc\TIOc-1: 

It is a ve.11 l:no-;-,.:t fact that the citizens of our State are very 

concerned wit"n the conditio.1.s existing in nursin3 hoa:es. The Departrs:ent of 

Public H~a.lth oakes dilige!l:: efforts to inve.stiga te co~plaint.s co:icerning 

uursing ho:=es as they arise. It is felt, ho"ever, that the pre:; en t systeL'l 

could be grc;:!tly i:-:iprov-;:!d by the addition of Senior Citizc::i Im:~stigat~.:s, 
i 

deputized to ir.ve,;ti0 atc specific co:-aplaints arising in the cocnties in 

which they resi.il.z. This prnposed system ~:e>uld add a large investis;,.;tory .::!"'::I 

to the Dcpartr::cnt of Public ;!calth anJ \7Cul<l result in a more pro::?pt and 

~fficient handling of nursing ho~e co:-:iplaints , enabli~g the Depart~~nt of 

!!:!alth to ta,<e speedier ;:.c:tio:i. to n:::1cdy abuses. At the sa.,,e tL<nc , it is 

felt that the S:::nior Citizens ,,ho hnve a ':;pccicl interest" involved i-:. this 

aTea \.'ill do a very t?-:.orough a nd conscientious job in this appoint i v~ caiJacity. 

}:r,;:-£CTI\T. Tl.ATC: 

i 

' i • ;-
• i 
> t 
i 
! .. 
l 
1 

t 
l 

t 

t 
1 
~-

f 

t 
l 
l 
I 
' s 
l 
l . . 
{ 
r r • 1· 
f • ! 
i 

.i 
i 
I 

l ; 
i 

! 
l-
l 

I 
i 
t 
i 
t 
l 

! 
l 
' ' r t 
t 
> 

f t • ! 
) 
t 

t 

I 
l 
' 



.•. 

-. 

• 
I •. 

HEMOH]l!lDUM IN SUPPOfl'r 

AN ACT to amend the mental hygiene law, in relation 
to defining certain terms 

PURPOSE OF BI LL: 

This bill is design ed to clarify the intent of the Legislature 
by statutorily defining various terms-• 

SUl-'.MJ,RY OF PROVISJO?~S: 

Section 1.05 of the Mental Hygiene Law is amended to: (a} 
include family care homes, hoste ls and halfway houses within_the 
definition of "facility;" (b) excludes a home, in which domestic 
care and comfort arc provided to a person by a relative, from the 
definition of "facilil.y;" and (c) sc15"aratcly def incs "domest_ic care 
and comfor t," "family care ho:,ie," "hostel ,", "half;:ay house," 
"aftercare services," and "conditional release." 

The bill would take effect ir.u11cdiatcly. 

LEGISLATIVE HISTORY: 

None. 

JUSTIFICA'l'IO'.-l : 

Family care hemes have been providing services to the menta lly 
disabled for nearly forty years . Currently, there are close to 
2,600 such homes servicing nearly 7, 000 residents. The develo?me nt 
of hostels and halfway houses as a l ternatives to large institutions 
is expected to increase . The bill ackno~ledges both the important 
role family care ho~es ~ave played in providing services and t~e 
expanded role hcstels and half~ays arc expected to play . "Dofficstic 
care and co:.1for t,""f.:;__-n ily cc!re home ," "hostel," "halfv:ay house," 
•aftercare services ," and "cond itional release" have been separately 
defined in an effort to clarify the meaning of such terms. 

FISCAL IMPLIC~TIO~S: 

None. 
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MEMOJVl!lDUM Ill :,IJPPOn·r 

J\N ACT to ,,:.1,:nd the exccutivc ] .:.iw , in relation to giving 
the Lo;:ir<l of soci,1 1 v1el[.:.ire the rc:;l,on:;ibilily 
for setting st.,nd;:inJs ,1nd approving the opera-
Lion of certai n residential facil ities for 
adults, to repeal section seven hundred fifty-
eight thereof .:ind to rn.:ike ,:m <1ppropriation 
therefor 

This bill is designed to assure that all residential 
faciliti es for adults mee t and maintain minir:ium standards and to 
assign the respons ibility for approving, inspecting and~nvcstigat-
ing such facilities to one governmental agency. ·' 

SU:{I1ARY OF PROVISIONS: 

This bill =ends section 755 of the Executive Law by no 
longer permitting the bo.lrd of social welfare to delegate its responsi-
bility for visiting, inspecting and supervising private proprietary 
homes for 2.dults with a car:iacity of four or less to local commissioners 
of social services districts. 

The bill also repeals section 758 of the Executive Law and 
replaces it with a new expanded section-which, while retaining 
certain parts of the original section, makes these substantial 
changes: 

1. defines "boarding house," ~foster hor.ie for adults,• and 
•hostels;" 

2. gives the board responsibility for approving , inspecting 
and supervising the operation of these additional facilities; 

3. provides that no person shall operate any facility as a 
private proprietary hcDe for adults or as a fester ho;ne for adults 
after August 31, 1974 without the written approval of the board; 

4. provides that no person or corporation shall operate 
any facility as a resi6ence for adults, boarding ho~se or hote l 
after August 31, 1974 without the written approval of .the board;_ 

S. provides that the board shall not grant its approval 
for the operation of any private proprietary hc;ne for acults, 
residence for adults, foster ho~e for adults , ~carding house or 
hotel after ;,ugust 31, 197~ unless a ;;-,.:;;.,ber or De:aber•s-of the board's 
staff have personally visited and inspected the facility 
requesti ng its dpproval and are satisfied that the person or corporation 
requesti ng its 2?proval is: fin~ncially res?o~sible; prepared to 
make social, recreational and other SU??Ortive services available 
~o all its residents; that the buildincs, couic~cnt, staff, stanciard 
of care and records to be employed in the ope~;tion of such facilir:.y 
co:nply with a;::-plic<,ble ?rovis::.o;-is of 12.w· and " u lcs of the board ; 
and that any license or per;nit required by 12 • ., f or the operation of 
such facility has b2en issued to the 2.?plican ~; 

6. provides that any person or corporation which operates 
any nf these facilities in violation of the provisions of this act 
shall be guilty of a miscier.ieanor; 

7. provides the board with the power to r evoke , suspend 
or limit its approval of any of these facilities under certain 
circumstances; 
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8. provi<l cs that any order of revocation, suspens ion or 

lirnit:1tion of .the bo.:ird 's .:ipproval sholl be subjec t to judicial 
review; and 

9. provides the board with a $5~0,000 ~p~ropriation to. 
effectuate the provisions of this a ct. 

The bill would take ef fect next Sep tember first • 
.JUSTIF1C,\1'ION" : • - --------

No one state agency exe rcises any control over boarding 
house~ and hotels . It is these types of unregulated facilities which 
arc generally providing s•1bst<1nd.:ird acco!nsnodati.ons to large ·numbers 
of adult public .:issistance recipients . 1-ihile tlie board alrec1dy hc1s 
respons ibility for p r ivate proprietary convc1lcscent homes , private 
proprietary hooe for .:idults , and resi2cnces for adu lts, it ha s 
deleg ated its responsibility for visiting, inspecting and supervis ing 
proprietary ho1.1es for adulls v:hich have a capacity of fou r o r l es s 
residents to local soc i.:il services co~nissioners. As a re s ult of 
the absence of any control over boarding houses and hotels , and the 
lack of accountability that has rcsulte:d from the board 's delcc:ration 
of certain of its responsibilities, a large number of the state's 
socially incapacitated citizens are living in substand~rd residentia l 
facili ties . This bill is- designed to assure t~at a ll residential 
faciliti e s for adults meet and muintain cc.rtain minimum standards . 
It accomp l ishes this by giving the board· of social welfare full 
responsibility for approving, inspecting , investigating and supervis -
ing all these facilities and by permitting the Board to withd r aw its 
approval whenever facilities are not complying with applicable provi-
sions of law or its own rules. 

The bill provides that, in acdition to meeting the standards 
prescribed by the board , all such resiccmtial facilities requesting 
approval after August 31, 1974, must ma~ e social , recreat i onal and 
other supportive services available to all its residents . These 
services are mandated because the individuals who reside in group 
residentia l facilities of t~ese types , are those who have various 
socia l problems which limit their ability to function independently, 
effectively and competitively in society . 

FISCAL IMPLICATIO~S: 

The board has estimated that it would recuire an additiona l 
$~00,0 00_ for staff if it were to assu~e full resp~nsibility fo r 
approving;'visiting , inspecting and supervising the approximately 
1, 000 prbprie~ary ho~e for adults with a capacity of four or less 
resi dents which local social services co::-c'11issioners -are presently 
rcsoonsible for . 7here are no accurate estimates of the number of 

·boa°i:-ding houses 2.nd hotels presently being 09erate:d ·in the state, 
although we knew from recent experiences in Long Eeach and New York 

.City that the use of single room occ~pancy accorr~odations is rapidly 
increasing. hn additional $250, 0 00 is being 
appropriated to the board to assist it in identifying and regulating 
these expanding faci lities . 
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_____ By Mr. Locbardi 

_____ By 

·---- -----·--·· • ··- ------

~-!f .ALTH 
MEMORANDUM 

AN ACT to ,mend the public heal th l::11-1, 

in relation to deterrJning 
eligibility standards for the 
granting of state aid to certified 
public and non-profit ho~e health 
agencies 

Pls.?0SF.: To provide funding for grants in aid to public and non-profit certified hoce 

health agencies to allow these agencies to expand and enhance their services. 

SU:-C·L.\P.Y OF Pi".OV1S IO~:s : A=ends section 2801 of the public he-'¾lth la-., to provide for a 

program of State grants to public and non-profit certified hone health agencies. Such 

grants ~ould be available for a r.axi::.:um of five years. An agency Gay not apply for a 

&rant of ~ore than $50,000. For the first t~o years grants ~ould be ~.ade without 

requiring the agency to i:;:atch funds. For an agency to continue to receive funds for the 

third, fourth and fifth year, the agency will have to provide its ovn funds on a sliding 

£Cale as follows: 

First Year 
Second Year 
'Ihird Ye3r 
Fourth Year 
Fifth Yen • 

State Funds 

100% 
100¼ 

757. 
50% 
257. 

Agency Funds 

007. 
007. 
25% 
50% 
75% 

In order to receive State grants, public and non-profit certified 

health a~encies ~ust plans to expand the types of services provided, increase the 

nw:::ber of person..~el they utilize, r::ake ho=e health care available on a seven-day-a-veek 

basis, develop training proz~=s for agency personnel, and develop prograos to coordin3te 

the ~ork of tha agency ~ith other co=unity resources. 

JUSTIFICATIO:, : The ty,ie of hc::e health services available varies substantially froo 

one area of the State to another . In so::e co=unities , persons can return early 

fror:i the hospi t a l and receive high qu;:ility care at ho.::e. Such care is 

advantageous to both the patient and the and can be provided at greatly reduced 

costs. In other co=unities t he s:u:ie patient vould h;,ve to stay in the hospital and 

possibly be forced to enter a nursing 

This unev~n aevelop=ent across the State is inequitable to some and acts 

as a barrier to sound proposals to provide greater care inclusion in insurance, 

governocn tal and ne'J health delivery dcveloprtents. In addition, the lack 
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of ho~e health a~cncics providing an ndequ3te range of services stands as a block to 

prevent overuse of. facilities t hrough stepped-up utilization rcveiw and PSRO dcvclop~cnts • 

A prograz:i of State aid to public and non-profit certified health 

agencies as authorized by this legislation will provide these azencies with the fi~ncial 

resources to expan d and enhance the services they provide. The expans ion of hc~e health 

agencies 'Will allow patients to truly realize the types of savings health care can 

provide. 

The real potential for savines of health dollars can be effective only if 

strong ho~e health agencies exist. A cost aspect of this, of course, is the 

key role of t he physician in the use of home care. A physician will not send a seriously 

ill patient ho~e, no i::atter how ouch dollar coverage is available, unless there is an 

agency capable of providing the range and quality of care his patient needs. This 

legislation addresses itself directly to this problem. 

With the additions to hace health agency responsibilities (increasing the 

number of. types of therapeutic and related services and adding the services of 

and certification requirc.::ents ~hich have co=e from the 1972 and 1973 legislation, the 

gradual increase in the over 65 age group in i:ew York State, the federal of 

reimbursable services under }:edicare and the greater availability of insurance coverage 

for- health care, it is it::portant to cevelop a statewide home health agency financial 

assistance program. 

T"ne success of the State aid progran proposed by this legislation can fallow 

the most favorable experience found under the 1965-67 ::2:dicare "start-up" grant. funds 

~hich the Health nbpart::Jent. ad=inistered and fro= which this proposal is patterned. 

FISCAL I:QLIC.•,: ro:;s: 7here Yill be no cast to the State until April 1, 1976. 

LEGISL~TIVE HI STO~Y : A si.I:lilar bill (S. 9188) passed the Senate only in 1974. 

EFFECTIVE DATE: This act 1,;ill take effect ir.-...nedi~'ce ly, however, grants of State aid 

will not be =de available until April 1, 1976. 
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In s 11;: !) or t of Sc· n at c n i. 11 :-; o. S 7 4 
Int ro,~uccd by Senator John J. Santucci 

";\!1 1\ct ~o ::,::'.:n(l th(: e:-(2cu~ iv~ 
lav.· and the ;;1e11t~l hy1..:icnc la,.-, 
in rc13tion to app'ro\·-al of 
cc rt a i n p r i \" a t e p r op r i e t a r y 
ho;;ic:s for adults." 

This bill v.:ould require that any privc1tc proprietary 
for adults ~here ten percent or more of the persons 

adTilittcd to such ho:ne had been p<ltients ~t a Dcpart1:ient 
of i-k:nt,11 Hygiene facility within the previous two years; 
IilUSt be· 2..pproYcd by the Co;11missio.1c-r of :-lent al Hygiene, 
in addition to the State Board of Social Welfare. 

I n add i t i on , Se c t i on 7 . 0 5 o f th e ~-i c n t 2 l ll y g i en e Law 
is amended by a new subdivision, (e), which i:1c1nclates that 
the department shall set up standards for those proprietary 
homes which fall ~ithin its jurisdiction. 

- Within the past two years, the State Department of 
Mental Hygiene has been rele2.sing patients from its state 

.. mental hospitals at a much greater rate than ever before . 
Many of these ex-nental patients arc finding their way into 
proprietary for adults because they have no other 
place to go. These facilities arc presently under the 
exclusive jurisd~ction of the State Board of Social Welfare 
without any speci fie standards, programs, etc . geared to,...ard 

•these ex-mental patients. As 2 result, chaos is rc1pidly 
developing in many of these proprietary institutions. 

It is ir.iportant that the Department of Mental Hygiene's 
responsibility for the afterc2re of these people be m~ncia~ed 
in two resoects . One, the de~artDcnt shoul<l he resoonsible 
for the li~cnsing of these fa~ilitics to rna~e sure ihat 
they do provide the necessary facilities, programs and 
personnel for effective aftercare and also that the depart-
ment have responsibility for follow-up via visits and 
ins pections to raake sure that ~he facilities they approved 
are living up to their standards. 

Additional fiscal costs to the Department of Mental 
Hygiene will be necessitated by the additional personnel 

rcquire:d for the administration of this ·program. 

Respectfully Submitted 

John J. Santucci 
I, ...., 
< 
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1ion·~ i rH'.i;· 1~ : ,t thi ,·r! \·, p,\~:-, '• l L~::e 
)"c ;1rs : :;..ro \ .... the •·l; ~- t ·.~ ·- :--: i! .... ~t·1_y·• 

Cr.n~rc·- ~, i Lt~ iJee 11 h r,,i-: ,·n. 
lt i-·a, I ,, n h r nkt·n : n ,: ,: ~ -· w Y or;_ 

to 1., ., 
:.J ;!} Ut·,. :"- : ;:i\1 l ,·I ; , ~ ·,.l. d .. . : ., \." • . ,:·~.l~-
tt·~ t h:~r ~;:\.!•:;ytrs· rn<, re~~ :..:.:-1..· , i ~o ... . ,p-

r, nr t t it.· ,:it"l;;, ,:-,1 ::-:::=~• n1 - :1: ,"'\re ::~:~n 
~S l,ilJ:,,i. t~1:.-: ::t•ar :1:t 1:e - ·.vo:..)tl :,0 
11,·dl ~••c:": r. 

TiH: re :1 r c 1r:i.ny - .Be!·n:irtl E •~ r::-
Tn:i..n~·, t'..n) . i!.: ;'.!')U t th c c ei.1 :·.try, an 
in\"(::-:li::: ~r° l•rl ::,· T!'a1 Se\\.·:- L.~, f ·r:u·.,·?1: 
_\ ft·nl:?;t;i .,. : .,,,i ng- h O :l~ t: \'1\\ :H: r 111 
)I a~sa ,·hd .. t..' r:s ·.:::111 il-:t '.·t.., :· :~ 1) (rel':·i:u: 
JHHit·n ts ,,r:!>· ,:1e ~ifl . j! :i ~ .. Lr: U~ cr...:,-~·y 
ant) a p OU:1\1 (1:· i:iaL l f r ~•' t:~i: 0:1 ('i1ri~t-
n1 ~s <l :l y; a :·1;:-~:, in i_/)s _--\ n~c:cs ·:, ho 
pctl ,il f'd ;: , .~1 1~e :o !~1.1r~:.~~ 
homes ior i:-1~-' a Lo,:,· . . .\:: ,i I::r;.: 1':::n 
hin1~t li. in x ;\ o s ~~ ~·!·'..::1 1t~1r:-:.:1~ 
hon lt'S. t·oc..·1-,;:·0,, :- hes \ Y .:r~ :o~:1d r 1):l.n!i!1~ 
f1t:c ly uvcr r:l~,l-:Hs' ;:.,o,.L t·s--

Tlt-sp:te t hc::c :.ihii::'-=s• ,,.-::~,-ii are ie-

!.~;• st u~~~~hl c,f ~~\-~:~ti ~~~~~/~{ ;}.;.;e~v:t~~:1-
~c n•.:hh!r:: : th~t ··wt- ~'tre _:.~: ;,a~\·ing- tor 

1;/,~\~~i \"(~ .-1_1~ ~:; ~;: :~\~, :~!~: ~: 
... ('O)n1nt;ni.:::. :t :1 d ~:~;:-.h~ 3·.,~·t.:c• . ..::t '. ,i!1S 
that t L..-· j1r11t'~t nH'ti,·e l,c 1cn~(,,·ed fron1 
the 1nel:ica i1.~ j-'?·1,~ ?·:ln-1. ivr :iie cl<lc! iy. 
Defends sysic:,11 

P<.t t r F r :c,i,.lin. n tC\;, :,s.- :s'.a!1t to 
Ca s p t· r '.\",:.!;h, .. r;.:~r. _::::._ . .-:·~·: :..ry o: 
H t·alt h r:1:·:i.1: :,, r. ;:::,,: Y'.-t:-. :-:,:·c. 5:?!t! . 
_.T he Ser.::re ·., lH :-1c•ve-r ra..;~ it. the 
:rnetl!L·.:11 ;..r• •·i:·~ "·\1:.·~ ~,., : r• :- t !1 -? 
St rrt.·t:i 1y "\\"i... :::!.-~·r;:-erJ ~~:: !'.t:\·cr buy 
it." 

Fr:tnklin w~c.."I 0\'<'l'f•'t"5 ?'!:1r:=-1~,~ ho:-ne 
af(alrs at ~t::\\". ;,,-~::.- .;._:--:c! •.i.·U tr,c 

f;~~:::~l't~:~t:~ ~•~:,ft:l:r\•::t\i:}~::\,:;:~•: 
t ho 1~anl:s c•r" :· .. :!ii~,._. ... ~--::: :. (1.s it r tins 
p ubli t~ ~,::\0ob :-1:1 l !;c,..:p:~.::.~~-

··T ht. r e W\'·.: :\ t !~1..• H{} ::1~,•:1tive to 
pro,·idt:: h1.. .. :i.1:r .::11-c:· .:~ ~;.:·...:·~-L• _:. in :-e-
s ron..:;c :.n ., .: _ _: 1•-.. : ~I)'.! ' . . --:l :-: :n:e t l-1(" 
s"'·- t ,.n is :i. .:· ~,:\.- ··=-•1o'i•~.:·:·.·l.!·· ex:cnt 
f~; ~}H. pi-t•'. 'L ::111~:•.r_ i::: : ~"!·~:1: ~s ''-!.'il 
[l-p t·nii!t': \ . -..:1,1 :.1'.:1.:,:,i :i:,~ t-iti ~~~t'" 1..' all'~ 
in E:1g ·;1i1u a !i ,..! 1:: <.: :. :~,_. r =~ ~l f t)tJt.•a n 
cuuntri,·e. 

' 'T !~ c Eni:~=-~ ~y~tt:1n :.s ~:tcfiiclt.i !'l t , ' ' 
}'ranldi,1 a,,er:• ,L 

.-\ :-kt J if ;-:", 11•·t•:t.-r!·,l,i t~~e ;tre5cnt 
t:.~. sy·:-ttlll, \', ,: (:;,. -...r.:tii~.- 0! •'1..'!;1.:<•!', :-trl~ 
r,1:1k in!.."' nu:: .... ,:·..:. 1)( ,;tr,'..u:-:. J.'_ t:. "• :l'lTi -
b l~ t' :,p1."'r:--t• ,, :· ~,:-it;,·!)!: , .. ::tr1.· . f1·:1.n ~ :in 
g :liti. " Y t"•U i, ~:· a!~ J a. .:. ,.•:·t~·•i t.1:lt 
JIE\\~ f::1s ;:i ;•:,ln t 11.1t -~,.!: t-'.i:111n.1t1..' 
n1anv a:,u .... t " 'i -.qtf.i n : :lt!' 1 : 3.rHC\.\" Or~ of 
ln·e ·t·n t ,· rpr i ,, •. 

•'"f!, ·::inn:n.: nl''.\t Yt·ar ~ • !: +> ~=t ill. '' i f 
t,·er ,·th•r~:.: ;..:t ,, 'Ci. ;,, ·d~ Wt· ,, i:: i .. •:_::.n te• 
l\:.aniini:- f1 ·,•. :i•·r, .1:!lo p r11 \ ,:-r !11·.:h '1ti:d-
l t v .--:t r...- n n ,t pt•n:, :: i'.tr: .: t '.10~~ \\ !lO 
don't ." 
Give inccnt i,-~ 

•·\\·,.·n· ,:v::i: !o i:i\' e tl ,e o w n c-r~ n n 
tnl·t•1 11 i , t • • .. t'. ,,l:ar~ . . . h,· r;u1~1 ;,i: the 
f :1ri h tl •·"' in h stall'S .a,·1.·u rJ 111..: t o 
lrH' l~ o{ care:· 

T1 r 

' .... .. _, l. 

If~- ,l·,! n -•:. <·xp·., n i,,,w 111:1,·;: 
: ,,11 . tl 11•,.•1,r ~ :. l • 1/1•,•ll"i\ •• r,:,,n 

, ·, 1~t n111· 1: :d t ,. :..::1·· :1••:: it ·, , ,11i,I 
I' .. t ·1,· ! ··.1 • :;. iir :n: i.l • .. • 'l ,,:' 

, .. 11; . 
\\"+l!, ,i 
4 :l lltl• 

r•••l ,.._ 
;,.. l 1~; 1 1:~; o,, . , . . -... ??\ .... 1;1: , c:- Ii: ,, ...... 
Y1 -r~ \ •• ; _t·rP !"•-::jl!.11 !r--1•1 1:t':it i~ {':t!. 1il : L~· 

, ,( :1,· : 11r, i1r' !.." t •J. t~: .. i'• ~1~t· ' - '- 11, i1 ;1.._ 
f 1,•.d ••nd r •·1.! - \ \ ·1.,·~ nre c- :-.~i11i:lt<', l 
hr f nt~Tpr<•:i t ·; :-~ : : 1t·1 : ... 1:h· .. ... . 

~t;ll. Fr:1: ·. ~- ~>i ~. 1! ,1 that 1:, e c!1:t!l;..'.'.'<· "i 
I n_ tl ,t~ '· ,''"· --::, r:f;t•,-,,· :·p~ w::1 ,-:•: ,•"':!: ,• 
1 , • , , • ! . · ,, - , . l. ,-~ 1 • •-c, :."'•· ... ·,,, ! ' 1 .. • • •, ... .. • ! ,. 1 

,. , i,i111 1 1: s \\ -a - ~·e o,\ JH.'1·:-- ·.,·ntt-t• ll:1-
r. • T .'.'f1!1 ,li · ir•:\s d t- ~<:ricq .tl(", r, ·l·~·i ',"(' 

Jt'": l" illOJ.t•".- ~~:lr"l t :1r,!-- ~ v·.\·:--.trs ·.,·:1n:--e 
J ;u •·' lts iJ;:J,rc,·.-e . 

l~n,lc r 1:;e i i:!nu'.s ~:r,-i::t ~1::-lt•n1 ," ' 
Pn r.·.":.·ct." r i'S r,a'., ! £-:-:rra nH:dir:!id :-~ •c-~ , 
<!c·pt.'nd i !1~ on ~· . .- :~E: :~t·r the r=~ t i1·•1 t i5 
:r.,·on tinert . f:f'.':i.Y!~~- ~:·:1nqu:!izt:li, •)r L!H -
11.r,:c tC' !cc,! : :: :1>.t.iif. Tl"',t~ n \cHi r i· r.t."' 110 
~,:!•~t n:11nc:: fnr r,;.t:f'nt(' w11n :1re 
r ,11~.n!;·turv : ?!• i i:1 rr':-.~ rJr::dJie he:tlt11. 

''Ti1:s type of 11c,i :.t ~.vstu11 t ha t ·n·-
-.-::i.rc~'.. pon_r car€ -r.ill be t 1in1i1wted.'' 
} !'C.?1XlHl ~::,;,l, 

E e r. r.dlrl !:; :>.t ihe fla t r.,t e paymc·nt 

5Y5te1n in t ·311:orn ia. wht\rc e,·l\rr nur~-
i,1i:: hume i;:. pait.i Sl ; _j<J a J"y pr r p2 ti-
ent, reg-arJ!e , s of 2r::.ial c,l't~ . w,!i oe 
t1:niinatt:d . T!:~ t ~tat£>, :H: :(lit!. win be 
c r1 nvc-rtt1d to a \.'P~t s::~:Pn1, ?..5 in Xt:w 
Yc,rk. su that tr.~ 1nrl'~1~i\·c ~o ~·ut t•,H·~ 
on t l'\-ice, ar.d !·ooJ in urder to ~tn:tch 
rroiit~ wili be :-t,)pp<·d . 

-- n~- llt'Xt yc:ir. t:: e new rr~·ulations 
w ill n1anda~e- l~:it e\·c~·~: :,;ta~t 11t-' n11 ?. 
co~ t r £:1niUurse1ucni. Oasis : • .F1anklin 
ma intain~J . 

.-\n in,rn:-e yo,in:- exc,·utive ".ho 
bJuk c!1ar~e uf l-l f:\~,-·s t:,:r~i:: ~ itnn1t· 

~~~,~a~i~1;1~:),~;; ;.~l'rr tt:\~t ~'•~ 
o·nn', rrri .... i • • ... • 1 

r etu~e-d 'tr, t~i!-=c;Jc:s t !~ (\ "-u1--
Yey, ch!iniir:g 1h2:: ri~-it now tht: i:~fvr-

n1:-,,tin n ••is 1.·1:.!-~ifled.'' But he said the 
Iin:d 1-c-:;t;l~s "·i:l :1~ n1ade p·~1h:ic :1.t ·•a 
g-i~antic p r~~J;~ con:t.•:--l·ncc 0:1 )fa··· .1 

o~ht:r :-li·.trl·~~- t:H1.1~n , !:a:U the sur-
\'t:'Y, <lic-tt•~..:-\1 :~,t' fvJ:oY !n;.: : 

o 0\ f"rseJ::::i~t-=-i , ,: ;, :i. tie n ts Ly 

~l~;;~~i~:·.
1
; ~=:.~:i,~n:1 t!o: :o~,;:.~-i~1~ : n :~:·:;l~~~i 

dr:1~., t~1:t~ w~.-:·t' \t·r·O'.'~"l.\· r1:·f,-)..::1~i-cd. 
o \"ir~u:1::,- no 2·t ,.::h:l::~tinn o( 'r:t. · 

tit.>nt~ . wrln !t·ft • . ..-1~~1 :: 1ti1i n!.."" tt, \h• 
!lu t ~t:ire .:t t t hl! b:.tre w;iiis of their 
r t'Olll!i-. 

e Fiithy r ondition~. p oo r n·.1ro,,;l11,; 
cart'. ::nd a j;-it.•;,;. ,,f t::1;:1t·d p1•r:-=<.111t11:l.. 

\\"~i ],, ...:uc1 !i:1~Lr(i,: '-; a t l' nut. :'it•\\', 
Fr ~1nklin n(i~f"~d tfL~t tI:t·\~ "wii! i 1 r,1\·:d<.• 
u~ ,•;i!~ c:hj r('ti1;e p:-nuf, t '.~: 1.L ·l~Ohl,h· 
l.·etn Jt.•fu:l~. :r. \·::. l:ti .1 •e O'-lr :-u~..:·l·'li1,ns 
fo r chan;.:e. Tiu:· th;r!-inl.! hu.iil• lt,',i,r 
rn n 11 0 J-.mi:;er c b; 111 w,: ·r e p 1d.i111'. ,,n 

!ntli\' ill!.l:11 iic•n1<.-5 Li r t?"i:t:..· ~·l·r:u!n:-:- f..:c -
,;1~<: d c:t~<'". It ,,.::s a ra::.dt1J11 . ?";:1t;f, r.-
widt' ~:11nrli1;::_·• 

\\" l,i,e he ,.-oui·l r. .. t .i:,::;• _< ~tccc:'ir:s 
of t he s:.i •Yt·v, Fr:, :r~.!: n ::ln:-:,: •::.i h Pr. 
~aye A btl"i ,:,h. J,,cnn r o! J!L\'," :\.Jrs-
Jn;.: l! tllil t" .\ f!":,i, '· ~ai d the ~t ,1lnw, n~ 
n <" \ V _:,::1! i ol t·, \ \ "ul,J ! -1"' \\ r:tt,·11 I i-:n 
frd,· r:i, .. , .,· ,, ,. 1:t·'\t yea r a, ;, r, -·11l l v l 
t ht• 111:11 n :~'l•t': :--r•;d_\·: 

• \ :i ., :., , .. l 

,, o r·.., r·-- , "1 r- ·i 

, •. l, l. 

r ., <' 

l nl d c \ tritl r-
l 

:n I I • • 

·.\,, 1: -! :. , ,., • ..- r,r; \ ~-: ,. 
l~t i ,., ;, • .f ( ' .11,, t .._ ,,n \'. '" • i 

•": \' ' .. . !!,, ,,. - ., . 
,"\ c: · 1:1: : ~-

_.;.t: •w: \ 1 - i • -r.. : , 1r 
p i1:· t•!. u 1t ar : , ,. ,.!_ 

.\ • r,- t ,,( ,·:. rt· -i!:1\,-:, f'. ·: t ·::, ~:l\ l 
<·i1-l i ,~i:;~:; ,,r: t,:· n ·,r< ~- - •,,, ,:,· ., ,-: ... £1\" 

o .v :1 1•1.: . .: ., in .X e.•.\· Y1 •:• i\, ·•·1,cn · l n -
tn"•rr ·:, ·11..: ::-1'-·,. ! ., , :. ,.,, 1 • :, c, 

C' rt. :1.•·t' i•: t• :·,11·i!i t .\··~ r, d 
a nd. t :~ : .. , tnc n:n L wn:,: 11 
n: -_·,! 1r:i: : . 

·: , :: IC 
id I y -': .. • i•" !:l l train_i:1 ~ l"'n _·:·;·.!:::-:. ! Ii r 

lHl~· .... t..: .. ?~d !\lll';..::.l.•:-i :1'.•'.t•...: ·;. :'; l;~ F:·.• •j:. i: 11 
~:\:l l a?·e "s.11.!:~· ~;\~·:jz:.:·· t,,.j_!':. !;. 4·:di-
;·,lr11'.:t. _- , ,r (·-..:a:nn:r. o ·s:1cr:-. :\;!\"L• ~.i n .d 
t c•c:::1'.. l·:·s (lff t:1t.: ~l!"l••_· r • • . :i::r:.]1.1.llll 
w a~:T ~ :o t: t!!·.i..:::<·r tn ~::<: (·!,:\•:-'.·:. 

}",·:·.·.\!:n 5:i :d ~::a : ~!;:;··;,:·.11 (• •,i t· S 
\•:0:i] ,I ~c1·ye ~o e !': 1! b:.l:~· ,;: .··.~ ;,.nd 
co ::f:..: .;;i •· n b,.: t\\'(IC'n ~t are ;: :-: t! ~·r•itral 
2 f;CnCi'.':S . 

T hl' f<.,lcr:il cli:-pkn,urc on,1· ~tatc 
enfor 1.' l ' 1ner: t vft1.·n :s wt·!i i o'Jr1t'. c-d . In 

~f,~_\: s,~~ (~ :..:,~,~~-~_', f :·,~,~:~li\\f<~~ ~~ : . ,~,;~~1~1:·· \~~;i~ 
f r~ud:..iitntl Y L?!ku.l t!·c cPt of an 
extra !":~i!!'.0n :n :1~1-•:!ert;.: {•. in,: ~ ci.ulJ 
n0t l.1e })!'llf~Cu"t•d ;,·trr it ,,·as ,.i:.~\·,·•\'t•r-
cd ti1:1.t t~c s:r:.:P f0;·i;::=; .. on ·,\·L:1..• h he 
1!Pd i1is ,v:iy to c·xtra n1ilbun c0 n-
bi111.:d 11., perjury proYision. 
New Y,;, rk lex 

;,ft.·(l!lWhi:e. 0.noo a;~t~~ ;";.\\'~~~.- , :ht:re 
is Ch~1ri(-:i I Ci: Jt:-: ) \\ t·I , ,,,11 , ~!:c n:an 
" ·ho bu~:s :ir.1l :-cli ;-; r:;..;r:..:::n.:: r,P.1':c na-
t ien : ~ o:n o:· tht: L .. \_ dn: 1!,\. t~1:1~:. His 
c:1.~c l\~ ,-.·t·ll as th:1t c,f o~!! t.:1· ~!:::!•n;<?s 
01..a ft 1 r the illi:·~aI n!cl:ic1iti c/:..:·k, 
p;·pn~pt-;.d t ··.e !--ta~c !£~i1.;!;:t·;re t!•.t:'!·e to 
pa::.; ri. ~J. ·w pro\·idi1i~ :·<,r i,0nai:;t'S cf 
fr0n1 S .) 0 to ... ·.),llOil .:.:.::.t:11:-·t rar:-:: in l!' 
hon1~s en;.(:!Jc~cl in ~r.•J<l,'y or :-.~rm:ul 
prac:icr:-:. 

J:ut ti1e law has ~-d to },,c> :\,lly 
irni1!0:nc ~:te,!. and 0n,• . .::;t tP n:·i·ici:d c~)n -
ccd(\d l'.!~! t the :-tate·s 1, l 1 \':t• : ! ui nt1:-~in~ 
non~t> :,·, ~;1 1 ~ · !: kc ly \\·i:l 1:'..:.IH t>.t.' 111t·:1 s -
ure , ;~11 ti:e \\·ay in tt·.e cr:11..:rt~~ cL~i,n-
ing- it'$ t:nco:1 .,tituti0n;d.'' 

S:i!l. tf:e Cal1fu!"ni~1 ~it:1;1t1(11i . ·.,.·ht·re 
lawn1:l.k t."•rs :it h::tst n~ :i i: ..__. a ~t;1rt :lt 
try!n ;..~ i l' hit offe:tdin~ ,:vn: 1•"\ :n ~he 
p0d-..eth0...-,k , is n:ore t~i:~ :1 ~t.·\\- Yv:·~ 
has. 

Thne, the pen,dt~· ..-,·,ncppc 1,:is not 
e ,- t" n ii ct· n t·un:-- :d ,·?t:r:. .\:-- 11( }){)\\·, 
.:\Ii•!tH·,c1 t:1 i:-:: t!1t• 11:ii r ~L.,t t\ ,., it 11 such 
a L1\\' tin tb:• b1n>l~.'.' - a111J , ,:or~: !1:. 

.Fr~tr1idi n n (· t<•d t!1at ~~t·\\. Y .. rk ha~ 
heen co:1;p:\ r :1~ 1vt>ly 1~1x in !,ird-,!11~).!'illh 
srtad,\- n~1r:-":n:,: hon!~ 1'JH .. · ta!,tr:--. i, 1.1 t 
nutt.·d },_,. ,\·:1\· of .... u11 1e ..._·nn:r::-...t, tii:-t t 
t iH.' ;-;t:1 L, · h :1~ r en•ntl .\· /1i 1 l'd .-i t ;1ddi-
t i, 1n:d nudi!tirs t o bl'ttl·r prni,(• th\! 11c0k! 
of th,• ~t.,tc medi,·aid !:·ri litic~. 

Ti1t1:-: . in t n e l·o1111n..,. \\ n• ! .. anJ 
rn onths it 111,,- fall t u i,:.·n !,;,_ ,, :,..;l'W 
y 'O r k t Ci\ ~IH.:O-ci .. d Prt,~f •Cll lt,r c:::~ rJ(,~ 
H_,·tH•s t o l,rrni: the n1:1~:;11111n furn• <•f 
J!"O'.' t •rnn1,·nt t o hea r on t , P'l' n1t·n n11d 
"\\·01:iu n "ho prat· t11.·t' t Lt:' 1,lt:111.ttc 
,,·n.- l1·h,·d1,t..:.~ o f aL~1,111c- Ult' n~t·ll. ,1t·· 
ft·H :-: l•lt• -. ..:. p,11,r tor a t,:ll\t·rnnit·nt l·11l k. 

If Fr.,n;._!tn j" rii:ht. :d,unt 111, , ... ,..t.•n -
tio11~ . lir:d in1Lc;1tion~ nn· th:tt he f~, 
' ·rul,ln.~ h~lJJ;,.:111cs." und }lit~ vf t li l'nl , 
n1i:,: 11t pro,r tu htl th•· nnh· n;t\" th:1t 
r·rn·•·F'llll l ('llt WJJI i, t" nl lt· l1l !\1't'fl it• 
11111t•-\•;1r - 11!,I pro1u 1·.,· ih:,t II p1·1•,1n 
,, li 11 1, ,.:cl kl l .J J 11ur 111 • , ·d 111,l -11 1 1 , ·, 1d1 r 

hi, d I lllt\' 111•11 11•,11;111 \1111~ l11;1L.11 \\l it'II 
L ..... , .. , ... ,. r l •• 111,, .. ,, 



I 

NEW YORK STATE HEALTH FACILITIES ASSOCIATION 
MORELAND COMMITTEE 

New York State Health Facilities Association is desirous . 
of preparing a study of certain aspects of the nursing home 

component of the health delivery system in New York State. 

The members of this association are the true experts in 

the field., and will provide direct input through a task 

force approach in order to develop specific proposals in 

specified areas of concern. We recognize, however, that 

there are people outside of our association who have extreme 

competence in our field, and from time to time these 

individuals will be called upon to work with the task forces 

in order to develo~ proposals. 

Purpose of Study 

In order to help focus attention on the positive aspects 

• of nursing home care, our study will have to recount the 

history of the nursing home system as well as develop statistical 

and other p~rtinent data. The existing components such as 

government regulation, reimbursement and patient care will 

have to be analyzed and where deficient, specific proposals 

will have to be made in order to support our theses. The 

actual proposal must take into account legitimate public 

concern over patient care and reimbursement; however, it 

should be understood we are not going to attempt to rewrite 

-all existing laws and regulations, as this would be an 

impossible task. It is our specific purpose to focus on 

specified areas and to point out the necessary rol~ which 

the proprietary sector has played and will continue to play 
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in the delivery of quality nursing home care, for truly there 

are no alternatives. 

Areas Of Concern 

Real estate 

Reimbursement 

Patient care 

Definition of a public policy regarding nursing home care 

Abuses, public accountability and quality assurance 

The firm selected to assist in this project will be 

responsible for providing directed research, coordination of 

task forces, guidance as to approach to presentation, 

assistance in presentation, research staff, resource personnel 

both in and out of house. The firm will work under the 

direction of the New York State Health Facilities Association 

Committee and its legal counsel, and it is expected the 

final report will be completed in six months with interim 

reports wi~hin thirty d~ys. It must be pointed out that 

it is the committee's feeling that no one single consulting 

firm has the capability to produce a complete study, and 

from time to time individuals in specified areas will also be 

called in to participate in our work. Therefore, it should 

be understood that the roll which the major consulting firm 

----

will play would be somewhat akin to that of a general contractor 

in a construction project with prime additional subcontractors 

participating. 
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The firm selected will be required to provide a representation 

to the Association that it has no affiliation either direct 

or indirect with any individual, corporation or company who 

has any interest whatsoever in a nursing home either directly 

or indirectly. Further the representation must also include 

a statement that the firm has not employed any officers, 

directors, staff members or members of the New York State 

Health Facilities Association within the last three years 

and that no remuneration of any nature has been or will be 

made to any of the above. 
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: . WASHINGTO~, March 18- st 
1 
fhe Senate aging subcommit-

1 
a~ 

tee on ong term care has pro- j . 
, duced material that it says e, . t m, ' pom s to a growing scandal in !a: 
the care of the elderly-the " 1 . , re , ware 1ousmg ' or old , mentally to 
ill people who have been it 
pushed out of state mental hos-
pitals into substandard profit-
making boarding houses that ~

1 

I 
are supported by a Federal we!- b 
fare program. . 

I The findings are included in ti 

I 
a report to be released in New <. 
York City tomorrow by the sub- t 

'committee chairman Senator c 
I ' C : Frank E. Moss Democrat of -
' Utah, The report tells of board- ' 
, ing houses that provide room 
and board of questionable qua!- 1 

ity and no recreational activity 1 

or medical services for the cost 1 
1 of the resident's supplemental 

1 

I Security Income check. 
Potential residents in these 

homes are 2.5 million elderly 
: old people in need of mental 
1 heal th services that do not ex-

I 
is t, the report said. 

• "Throughout America a for-
, profit boarding house ' ind us• 
try is expanding to meet a 

1 need - a roof for unwanted 
thousands caught in a bureau• 
I cratic revolving door which 
, sends them from mental hos-
pitals to nowhere and back 
again," the report said. 
I It cites as an examp:e 12 

;- on Page 17, Column 1 l 
pati7nts in Nebraska who were/ 
achmtted and discharged from 
stat~ mental hospitals a total 
of 127 times among them. 

The boarding house pI'oblems 
iinclude 1many of the unsafe, un-
sanitary and inhumane condi-
tions found in . nursing )lomes 
and single-room oc<;upancy ho-
!els'. which have become .fCpos-
1tm1es for patients discharged 
from state .-mental hospitals. 

In the last decade, Federal 
figures show, almost half of the 
half-million state mental hos-
:pital patients were discharged 
as part of a decade-old eommu- • 
nity mental health movement 
A disproportionately high oer~ 
centage were t:lderly. • • 

) 

That effort, begun by Presi-
dent Kennedy, sought to end 
warehousing i,n state institu-
tions through the development 
of abQut 4,500 ' community• , 
based mental health centers, 
most of them clinics. Only 443 
are in operation, :ind Federal ' 
support has been reduced. 

In the interim, the Federal 
Government enacted and began 
in 1974 the Supplementary Se-
curity Income program for the 
elderly JX)Or ,and disabled-as 
former dnmates of mental hos-
pitals are classified-and set a 
basic level of out-of-institution 
support for them. 

Without Federal S'Upport, 
comprehensive local programs 
never developed. The 11esult • 
was that patients, ma111y of 

1 whom spent years in ,j:nstitu-
tions, were discharged into 
strange communities away 
from family or friends, without 

\ 
comprehensive services. 

Some find their way in~ 
nursing homes, ,but the report\ 
says, nursing homes do not 
want them and many are too 
dangerous to be placed with 
health patients. Many have no 
access to medicalion they re-
ceived in hospitals and engage 
in bizarre behavior such as 
drinking from toilets, the re-
port said. Others are "over-
medicated" without medical 
supervision · In some boarding 
houses. 

It costs a state at least $12,· 
000 a year to house a mental 
patient, the report says. As 
outpatients, however, -the for-
mer inmates are entitled to 
a Federal welfare stipend that 
is not available to them or 
the institution when they are 
state patie-nts, the report says, 
and the states have a financial 
incentive not to readmit them 
as patients. 

'Man's Inhumanity to Man• 
Into that void stepped the, 

prof.it-making boarding homes. 
"Operators understand that the 
way to make a profit is to cut 
back on food, staff, bedding 
and other vital services, Sena-
tor Moss said. "Whatever iii 
not spent becomes profit. 

"To make matters worse, 
there is absolutely no accounta-
bility, no states require board-
ing home operators to file cost 
reports to show how money is 
being used," he said. 

"The inevitable conclusion is 
that the quality [of the homes] 
is at best marginal, and at 
worst, it is a cruel act and in-
tolerable exploitation of help-
less huamn beings, ranking 
with prisons and concentration 
camps as prime examples of 
man's inhumanity to man," the 
report says. 

It recommends Congressional 
action, including changes in the 
Medicare, Medicaid and Supple-
mental Security Income pro-
grams to provide more psychia-
tric care for the elderly. 

The report is the seventh of 
a series by the subcommittee 
on the failure of various types 
of nursing ,home care in Aemri-
ca. It is entitled "The Role of 
Nursing Homes in Caring for 
Discharged Mental Patients 
(and the Birth of a for-Profit 
Boarding Industry)." 

Th" report supports in detail 
one released last month by An-
drew Stein, a Democratic New 
York Assemblyman, that de-
scribed poor care "adult 
ho111es'' in the state, many con-
centrated in Queens and Looi 
Island. 

• Senator Moss said he visited 
many of these h~s. 

'Hungry People Begging' 
"I have seen broken windows 

letting the cold air into room~ 
without radiators," he said. "I 
have seen leaking roofs and 
holes in ceilings. I have seen 
!hungry people with their faces 
up against vending machines 
be!?gin~ for a quarter. . 

"It became evident to me " 
he continued," that operato;s 
were cutting corners every way 
they could in order to maxi-
mize P:ofits. Apparently, men-
tal patients are a good invest-
ment in New York as well as 
in Illinios." Mr. Moss said. 

One Chicago home operator 
reported earning $185,000 in 
prof1! from $400,000 in Federal 
annuity payments for 180 for-
mer mental patients. 

Senate investigators went to 
New York to~ay in preparation 
for a hearing on boardino 
homes tomorrow at the Ne,;; 
".'ork County Lawyers' Associa-
t1.o~, 14 Vesey Street, and they 
v1s1ted several home. 

At the Elmhurst Manor Adult 
Home, 100-30 Ditmars Boule-
vard, subcommittee investiga-
to~s report~d findng a sliabbv. 
unne-smelhng home for 284 old 
pe_ople, 90 percent of them dis-
misse~l mental patients. 

'!)unng the visit, investigators 
said that carpeting and other 
ren_ovation material was being 
dehvei:ed . as part of a general 
refurbishing. 

The Supplemental . Security 
lnco!"e recipients at the home 
receive $1 a month spending 
allowance, they told investiga-
tors today, after turning over 
to operators checks that aver-

age $386 a month. The Federal 
Government gives all who gua-
lify a basic monthly stipeod 
of $157. Some states including 
New York, supple~ent that 
amount. but they usually spend 
less )n the ,upplement than 
they did under state-run wel-
fare pl'!>gl'll!lls. 
' spokesman for Social Se-

I 
curity. sald of the growth of 
boardin, homes: "This situation 
c~ncerns us because the prac• 
t1ce leaves i:ecipients without 
I any money for their personal , 
needs." • 

He said ·that ·while the New 
York State B9ard of Welfare • 
sets. al!owance rates for such • 
inshtuttons, COl!lj)liance is vol- '. 
untary. Most states h!lve .po 1 
such rule, he said. • 

The Jdministrative staff of : 
the Ehphurst facility was re- < 
ported "in ~nference0 this I 
ev--.aaii1aot ....... forl 
c~• the reparttr..1 
the~ia¥eltiaaton 
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Big HEW Survey Cites 
Nursing Home Faults 

Washington 
• The Department o f 

Health, Education and Wel-
fare, in what it said was the 
first national study of nurs-
ing homes ever undertaken 
by any agency, cited yester-
day what one official called 
''widespread deficlences" in 
the nation's nursing homes. 

The survey identified, on a 
national basis, nursing home 
patients by sex, age, mental 
standing and illness. 

Seventy - five per cent of 
the patiants were found to 
be women. and only 14 per 
cent of all patients were 
married. 

The patients' median age 
was 82, and the major ail-
ments were heart disease. 
chronic brain disease (senil-
ity) and stroke. 

The 16-page interim re-
port, entitled "Long- Term 
Care Facility Improvement 
Study," was based on a sur-
vey of 295 nursing homes in 
47 states and interviews with 
3458 patients. 

The homes, selected by 
computer to include small, 
medium - sized and large in-
stitutions, were in all states 
except Alaska, Hawaii and 
Nevada. They were visted 
last August through Novem-
ber without prior notifica-
tion, by teams of lJealth care 
specialists th a t included 
physicians, nurses, adminis-
trators, soc i a l workers. 
pharmacists and nutrition-
ists. 

The r 
d 

off 
Peter Franklin, special as-

sistant to HEW Secretary 
- Caspar W. Weinberger, said 

the report disclosed ".wide-
spread deficiencies," but 
added that "there has been 
some progress made." 

Franklin, asked why HEW 
had allowed these deficien-
cies to continue, replied that 
"the problem has been that 
until the last year and a 
half, HEW had not taken as 
vigorous a posture as we 
could have, and ne1ther have 
the .states." 

"I don't think the nursing 
homes took us seriously," 
Franklin added. "But I can-
not emphasize too strongly 
how serious we are about 
this." 

Th e American l1't 
Care Association, a federa-

tion of nursing home asso-
ciations in the 50 states, bad 
no comment on the report. 

The report found that 48 
per cent of nursing home pa-
tients had not been exam-
ined by a physician within 48 
hours of their admission to a 
nursing home, as required 
by federal regulations. The 
report also found that 25 per 
cent of the patients had not 
been visited by physicians 
every 30 days dul'ing their 
first three months in a 

home, as is also required by 
federal regulations. 

The report found that 44 .8 
per cent of nursing home pa-
tients were being given tran-
quilizers. 

"Over-drugging is some-
thing that we have to be con-
cerned a b o u t," Franklin 
sa·id. "This is the first solid 
data that they've been doing 
it.,, 
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I.Ii _. ternd meals. 1 not receive calls becaUJt nud Slili,kt.P,1111~ direc-

ftea ' ia tca1llllcl Sile !Wd tllat 1be :flllaloua restriction,. • of the ~. said 
~~,.,Z.-thepoym ... ~oliiiithe -~ wltneg Tld C:00-- an,...,.,......,.; Mt. 

ec"'8d amount wu niMcl to IUO and nan,~ ~id his mother-ill-law Hynes would be w~. but 
IDp ·ti, Mcommlt· dlat, u a l'lldt, "tMy keep clisappe~ ~- &a. be would rather tee his 
tee OIi Lona-Tera CU. tor the forpttin1 to ...... • my =u Hi OQINe IUliber~ ... 1111iC1 ~ned and u-
11"'-lv meals." .,,._ns n ovem - ua.v lllslld tak. --i;11 oa nfflllq-home "I went there to escape the not been ieen ~Ince. · . Gerald M.·· Fried, eucutive' 
Clt'e.·dle~omndttee aid tu Jungle [New Yark . City] and Another witness, c;:harles dlrectpr of the States ,Allacia• 
lnYtltla~ had f<Jund that in Long Beach turned ou.t to be flatlMr, who fonnerly b~ in tion of Homes for Adultl, Inc., 
m~·f'aCllitlel-mlny flf them a nightmare," she laid. the Jac;kson Home In .~ which he said represented 50 
wJtJi .... . blll of fonner "Because 1 can rta and write 8-b, said he had been fore homel in t,ba New Yort metro-

hlatnt =1111.....-dentt and try to llefp the other1 Ret to altlp in below-~z.io& tern· polltu --. told the mbcom-
fn a ,.;;id of cocla'oach· fair treatment, lam tleated like ~obad tw:.O and mittee tllat hl1 clients were 

es.peeling wallpaper flakin1 a stepchild," Mra. Klein added. not cuilfy of aay or tfle im-
paint and falffna • pluter- She said she had been called clwp him ,roe ~hombe proprietln alleged at the hear-

1'Placet where tbeY W1" names .. II)' the pro,rie- spent r,;way rom ""' e. ing. , cold• aa4 ffiqry ucf those tor and threatened With ecald• Charlu J. Hynes, tbe special Mr. rad. tu pa,ments 
with fflUlll!llhift doors or plastic Ing water." state proaecutor for nunnn, t.t 114\llt ties were less 
or cardboafd,'' . A apokesman for the facility homel also teatified at the hear- than ·s12. a day, and th.us 

....,.. ·bf Proprietor' nid the proprietor, Abraham- tn,.lta•· -.. .• "'__...__. "there was no toom for -1P· ., 
Appel, could not = to "'"vaa-"--. offs." 

An adult-care facility differs charges over tJte tel e be· He laid that he wished to 1n• illltMr, Ile •id. "Individual 
• from • nuniq home In that cause of reli&ioua J'Ntricttons. veatigate the financial deati11p proprietors dif fnu, their own 
. residents do not need frequent aeslclent T ... fl .,_.11 , of each of the 428 proprietary funds aad solicit from cllair-
~ical attention and, In theo- . .-.- adult homes in the state, which itable onanizatiena to , help 
ry, are fne to come and., u Mn. Rebecca Jaffe, • l'eSI- reeeive nearly $70 million in residentt:;r 

pleue. Proprleton receive dent of the Comlah Amis facll- IO"fflment funds each year, The chairman or the 1ubeom-
• t fee, al 1386.70 a month ity, at 315 W•t 234 Street, because "there are indications mittee ii Senator Frank E. 
for each patient tram Peden.I told the 111~IJ;tee-that resi- that aome of the names In- Mou, Damocrat • of Utah. The 
Supplemental Security Income denta were seldom bathed, that volved in last year's nursing- heari~. u held at the New 
funda. there were filhta amonc aloo- homes scandal .,. m YOB LMryua Aaoci-

Moat of die reaidents teltlfy- holies and other resldentl and beN." atlelf at 14 V.-y 
Ins at yesterday's six-hour that she was frequently ha- He nid he had Illa ._. S~ ..._ Hall. 
hearint spoke nervously, ex- rassed and threatened because 
pre11i111 fear . of reprisals by she had complained of condl• 
proprieton ot the facilities la tiom there. She also said that 
which tlley ltwcl. . meclkllnes, auch u anpheta• 

Sanh Klein. no aid lhe has mi... were dlatrlbuted by the 



Nursing Home Horrors Detailed 
By Edmund Pinto 

Associated Preli 

A new government report 
uys some mentally ill pa-
tients in private nursing 
homes are livin1 with hun-
pr, cockroaches, leaking 
roofs, exposed electrical 
wires and doors made or 
cardboard and burlap. 

The report, released 
today by the Senate sub-
comm i tee on lona-term 
care and pro,rams, partic-
ularly scrutinized New York 
and Illinois. Senate investi• 
aators said private homes 
were found wantina in both 
states. 

las Vegas Offer 
Fails to End Strike 
LAS VEGAS, Nev. (UPI) 

- Owners of 15 gambling 
resorts yesterday rejected 
a union proposal for banding 
arbitration to end an eight-
day strike 

Nevada Gov. Mike O'-
Callaghan reacted by 
ordering round-the-clock 
conciliation meetings with 
the state Labor Commis-
sioner's office. Both sides 
aareed and huddled with 
state representatives. 

Frank Scott, president of 
the Nevada Resort Associa-
tion, told the governor, "We 
are convinced that submit-
tint the issues that sepa-
rate the hotels and the 
unions to third parties, 
however neutral, is not the 
way to solve the problem. 

Sen. Frank E. Moss, D- When it approved Social Patients in many of these , 
Utah, chairman or the Security in 1935, Moss said, private institutions are con- • 
panel, said the conditions Congress barred giving So- fronted with poor care and 
were being fostered by gov- cial Security funds to resi- abuse, deliberate physical 
ernment policy that pro- dents or public if\stitutions, abuse and unsaaltarJ 
vides a financial incentive but if boarded in a private conditions,Jle uid. 
to move patients from pub- • home they could receive the He claimed also they face 
lie institutions into private- money. poor food, hiah incidlllot fl 
care facilities. "In short, ConJress theft, inadequate coaanl • 

created the scandal-ridden, drugs, fire hazards, 
"I have seen hungry peo- for-profit nursing home if they complain, ..,... 

pie with their faces up industry," he said. conditions, use of reitnilltl 
against vending machines In this same way, Moss and lack of activldel ad 
begging for a quarter," continued, Congress barred recreation 
Moss said. "I saw three pa- receipt of SSI funds by indi-
tienl5 ·cooking eggs on a viduals in public institu-
hotplate in their room while tions, and cut SSI funds by 
breakfast was being served a third for individuals 
in the dining room. I learn- under the care of and living 
ed that they had bought the with relatives. • 
eggs with money they had 
received from begging." 

MOSS CLAIM£D mental 
patients "are a good invest-
ment in• New York as well 
as in Illinois. He offered 
case histories of several 
private operations, includ-
ing one in Illinois where the 
operator housed l80 mental 
patients who were transfer-
red from public-care facili-
ties. The operator received 
$400,000 a year and man-
aged to keep $185,000 as 
profit. Moss said the opera-
tor spent only 54 cents per 
patient per day for food. 

"He (the operator) de-
fended this profit, telling us 
it was below industry · 
expectations," Moss said. 

Moss laid part of the 
blame on Congress and the 
Social Security Act, includ-
ing the Supplemental Se-
curity Income program. 

THE RESULT, Moss 
said, was an incentive to 
leave public institutions for 
private-care facilities. The 
same law provided finan-
cial incentive for states to 
move patients into private 
homes, transferring the 
cost of caring for a patient 
to the federal government. 

The report says the num-
ber of patients in state 
mental hospitals has drop-
ped 44 percent from 427,799 
to 237,692 between 1969 and 
1974. . 

"The saddest thing is 
that more often than not 
patients have been placed 
an slum housing and forgot-
ten," Moss said. "In some 
cases, so many discharged 
patients have been placed 
an particular areas of our 
major cities that they have 
become instant psychiatric 
1hettoe1.' ' 

''111E REASON that tb1t 
scandal has not been dis- . 
covered up to now ii that 
, . . most states have bid-
den the problem becauae of 
their complicity in moviq 
thousands or patiem into 
such facilities to NY4' 
money. 

"The federal 1:ern~ 
ment, which is wri the 
checks, up to now bas 
shown no sign' of beinl . 
aware or even intete1141d ln 
this problem. The operators 
of these for-profit bearding 
homes continue to rake in 
the money while lookiq 
nervously over their sbouf-
den at speculative lava-
tors considering 11tUnc 
into the game," Mou Nid . . 

He said that "Ullletl Ille 
federal government acts 
quickly, we will be con-
fronted with a full grown, 
entrenched industry with its 
full complement of . lobb1,-
ists, at which time we wall 
be forever saddled with a 
for-profit boarding home 
industrl and any real re-
form wall be very difficult.'' 

l_jl 
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Second;'a -great majority of our com- by the program. Specifically, a new·stata 
munities do not have availabl~ the types • agency would b_e est:ablished which would 
of services which are better altema.tives- • divide up the l:ltate gecgraphically, as-
to institutionalization. • ·. ,: ., sure the est:ablishment of a comm uni~ The SPl" per tempore. Under a 

previous order of the House, the gentle--
man from New -York <Mr. CONAllL.::) is 
recognized for 5 minutes .. 

Mr. CONABLE:.. Mr. Speaker, today I 
have introduced H.R.- 13720, the Medl-·-
care Long-Term Care-Act of-1974. This -,. 

And third, in most communities; no long-term ·care center·in each area, ap-
single person or agency, public or private, prove such centers for participation in 
takes full responsibility for helpina older the program~ and pay the centern for 

•· .people and their families. meet their services furnished:. • 
• needs as health and family status The community long-term care center 

- proposal will establish a new program_ · • 
o! long-term care of the elderlY that.will • • 

.- pro~de alternative., to expe!lSive and . 
coofb.ing medical care by e~panding the-
op tior.s available. By including services · 
as well :is institutional medical care in 
t!i.e prog:-:i:n, we can offer our elderly 
citizen.s who need it a more secure and 
l ess ,,.-orrisome future, less family strain, 
aad le.ss de:nands on their savings. 

'The re.sources of older people can be 
wipe<! out by a long stay in a nursing 
home sbce neither med.icare nor private 
insu:-'.lr.::e covers long-term care. The 
only p rogram that does provide some 
ii..,."1d5 : .; mec!icaid-the program of health 
care for ,he poor. 

I ::. ~0 0 r.1any cases what we are doing 
today amount.3 to incarceration, rather 
than ::or...s iderate care, because too great 
a r eliance :.; put on placing people in in-
stituc:on.; when many of them could be 
carec! : er better in other surroundings, 
inclt:d.i::g- their own homes. That Is why· 
t!le e.::;pha.sis o! the bill I have intro-
duced today u ·on: care in the home or on 
an outpat:en~ basis. This proposal calls 
!or a sys~ec of commu.'l!ty long-term 
ca!'e ce::cers in every area of the country 
to coordinate a.-id direct long-term. care 
services fer the elderly, including home--
=ke!', health, nutrition, and d3y .care, 
:i.s ?.el! a.s :nstitutional care. 

In. the past efforts to secure assistance 
for o1der America!lS have not been sue--. 
cess:ul ma~ly for three reason.s. First, . 
we do not have an effective and rational 
met.cod of meeting the costs of long-
term care se:-vices, including institu-
tional care when it is required. Older peo-
ple wir.h chronic conditions have been 
left to their own devices because the 
costs to any public program of !nstitu-
tionallzed care are prohibitive. So we 
have resisted program involvement and 
we have developed a defeatist attituds 
toward one ·o! society's most vexing 
problems. 

ch:°::!~ deliberate' .. const.ructed H.R. would be required , to have a governing 
v boa.rd with at. least half of its members 

13279 to deal directly with these prob-- from among persons. who are eligible tor 
lems. My bill is modeled on the medicare benefit.s. In addition, one-quarter of the 

• program and would meet the first prob- board would be elected by eligible people 
lem by establishing a new program under in the area and one-quarter apP9inted 
medicare which would provide protec-
tion against the costs o! long-term care, 
both institutional and noni.nstitutiona.I. 
without concero about drawing an arbi-
trary and unnecessary line between 
health care services and nonhealth care 
services. 

The bill would rr.eet the second nrob-
lem, t'he lack. of adequate community 
services. in several ways. First, the bene-
fits covered by the bill would include 
services which can be alternatives to in-
stitutionalization. Provision of these serv-
ices can help people in their own homes 
or other family settings. Second, the bill 
would require that placement in an in-
stitution could occur only after all other 
avenues have bee:i explored. And t..'1ird, 
even when placement in a nursing home 
has been designated as the only possible 
alternative t..'le patient will have a con-
tinuing opportunity to move out of the 
'home or improve his situation in the 
home.· 

And finally, my bill would meet the 
third problem by creating for every 
community a long-term care- center 
which would act as the coordinator a.nd 
paying agency !or long-ter:n care serv-
ices. Whenever a question arOS& in a fam-
ily about. what to do about a change in 
health or fa.mlly situation. the center 
would be responsible for helping find the 
best answer a.nd for providing the needed 
services, a!ter careful consultation with 
the indiVidual and his or her family. 

The bill contains certain other fea-
tures I would like to highlight. 

While the program would be national· 
In application, just like medicare now, 
the adm1nistra.tion of the program would 
be decentralized and involve, on a local 
basis, the people who are to be served 

, ..,· l.. • 

\J. > 
i ... : ... 

by ofl:icials of local government. 
The program would be-financed by a 

$3 premium paid by those aged who 
choose to enroll in the program by a 
contribution from States of 10 percent 
of progi:am costs with the balance from 
Federal general revenues. My bill would 
increase by $3 the amount of SSI bene-
fit.s. to everyone receiving them so the 
program will represent no additional cost 
to these individuals.-

No estimates of the cost of the bill 
have been made, largely because makin"' 
estimates in this area ls very d!flicult. 
iiowever, the States and the Federal 
Government now pay more than $4 bil-
lion. a year for nursing home care under 
the medicaid program. l\J;:edicare pays an 
additional several hundred million dol-
lars for extended care services. Numer-
ous stucies have shown that la rge nun:.-
bers of older people now in nursing homes 

do not need to be there, particula~Iy· 1! 
realistic alternatives are available. Thus, 
I think it is fair to conclude that under 
my bill the costs of institutional. care 
would be held in check. 

But regardless of how the costs might 
turn out, the L'llportant point ls that we 
need to rationalize the system of provid-
ing long-term care and I believe my bill 
has the potential. to do that with pcs.sibly 
no increase in overall costs. 

An outline of H.R. 13720 is attached. 
I nrge Members, people with special in-
terest in the aging, and the general pub-
lic to study the bill care!ully. I have. 
introduced this bill so that this subject . 
will get the attention it deserves in a. 
rapidly aging society. l. am hopeful that 
hearings can be held on the bill so that 
it can be fully explored. 

The information follows: 

I • 
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R.R. 13720, :MEDICl\llE,· LoNG-TEltx· CAU: Acr 
OJ' 1974, I!'<TRODUC"C> :SY THE HONORABLE 
BARBEll B . CON~ Ja. 

• •• 1. Brief Descrlptlon~ Amends- the Medi-
cs.re progrnm by. addiDg a new voluntary 
Part D to Title 18 or the Social Security .-.ct 
which v.-ouid: • •• 

Establ!sh a comprehens!\"e program or 
long-term care services a vaUable to those who 
enroll under the program;··-

Provlde !or the creation o! commUD.lty 
lo11g-term care centers In all areas of the 
nation and State long-term care agencies as 
part o! a new · administrative structure !or 
the organization and delivery o! long-term 
ca.-e services; and 

Provide a s lgnlf!cant role . !or people . eli-
gible for long-ter.n ca.re benefits 1n the ad-
m.lnistra.tlon o! the program. 

2. Ellgibility: Anyone who ls (1) ellgib!e 
for hospital insurance under Pa.-t A o! Medi• 
care ( aged or d isa.bled). or ( 2) is age 65 and 
a. resident, or (3) 1s ellgible !or supplemental 
.security income (SSI) benefit;; ls eligible. to . 

,~, 1: __ e=oll under the '.:lew program l! he has .also,'.·· 
•••. :-:·enrolled under. the Part B .medical :iDsurance :: _. 

·:·•"part o! Medicare. Eill'ollmen t- procedures are-·. 
similar to thoS& which now apply to the 
Part B program. '",.--~ . • . 

. · _ • Premiums or $3 a month would be, col- • 
.. ·1ected just as _ Part -. B premium.s- a.re- now 

collected. . • _-. 
3. :Finll!lc!ng: A :Federal Long-Term Care • 

Trust Fund would be established to handle 
·'· the. flnanclal operatioll3 o! t~e progra.:n. , . 

• .The Trust Fund would :recelve its monies 
·. from the-·$3 premiums o!. thos.t -who enroll, ---

10%- from the Sta.tes a.mLthe balanco,, from- • .. :. 
:Federal general revenues., , . 

4. :Functions o! co=unity Long-Term 
Centers: Provide dl.rectly or through arrange-
ments covered Items and services to each 
Individual residing In the area who 1s 
eligible; 

Provide evaluation and certl!y the long-
term needs or iDd!vlduals ~hrough a tea.m 
approach Involving the individual and his 
family; 

Maintain 
individuals 
and 

a continuous relationship with 
receiving· any, items or services;_ 

Provide an organized system for- maklng lts 
e:ti.stence and location (whlch must be acces-
sible ln the com.-nunlty) known to the lndi• 
v!duals-ln t he service area.. 

In carrying out the above, a. community 
long-terr.i care cente!' shall not certify the 
need for iD;n,.tient Institutional services for 
an individual unless -· a . determination has 
been made that the needs o! such individual 
caonot be met through covered types o! ca.re 
or other comn1unlty resource3. 

5. S~a.te Long-Term Care Agency: · Each 
State must establish an agency-either a 
separate agency. or major division or the 
health department--which wm: • 

Designate service areas In the State; 
Certify the conditions·o! participation !or 

a -community long-term ca.re cent~r: • 
Promote and assist- In the organization of 

new community long-term care centers in 
areas w~.ere they do not exist;· and make 
payments to and monitor the activities or all 
Jong-term care centers In the State; and 

Provide local government oflices where a 
nonprofit agency does not exist. 

: - -.. : . !;\.:".., ·.:· 
.-_ .... • .. ,-~:i f-:.:,,,-(-~-:~---\; 

·6. Conditions of Participation !or Com-
mUD.!ty Long-Term Care Centers: Co=-
munity Long-Term Care Centers must: 

Have pollcies, established by a group ot 
professional personnel and approved by the 
governing board: 

Maintain medical and other record5-.on all 
• beneficiartes; 

Have an o·,eral plan and budget: 
Meet other conditions the Secretary may 

prescribe; and 
Be either a public or non-profit organiza-

tion. 
The governing board of a community long-

. term care center mu~t be composed as !ol-
• loW3: one-halt of people covered u:ider th& 
program who reside in Its service area; at 
least one-quarter have been elected by the 
people covered under the program: and at 
least one-quarter appointed b7 locally elect-
ed government officials. 

Members can sen-e only two terms and full 
:cembership mu.st change at least everv slle 
years. • 

. _c,,. -'1c!.:P~tail':_d Dedt?itions. ot Covered Serv---
:A:;-,, ~-N~trttlon~ Services. • -:; .;, ' • 

.·-
0 Limited · to meals ou wheeL~ a~d similar· 

·.programs and sen·lces provided In the phce 
• :o!-· residence of such !"dl•.•ldual by a nutrt-
2 t_ion!St . • • 

b. Homemaker- Service,.. 
. Services provided in the· home designed. to: 
maintain the iDdivldual In his home. 

Pre!)aring and servir'..g m:,al5 In the home or. 
.<:. :, • an individual. 

·.~-' .·-'.' ·_; .. • '. ,.,~ c. Institutional Ser-vices 
. E.,:tended care benefits in a ski1led nurs-

ing !acllity (same· as social ·securtty de!int- • 
tlon) • 

Jntermediat~ ca•e servic'!s 
Institutional day care services 
d. Home Health Services (Same· as. under 

present Med !care pros:r:> .., _) 
e. Day Care and Foster Home Care 

Services 
Care provided on a reg11lar daily basis In 

a place other than the individual's home· 
and -~ 

Placement of. individual on a full-time 
basl.9 In a family setting. 

r. Community :-.rental Health Center Out-
patient Services 

8, Payment Met hod !or Community Long-
Term Care Centers : 

Secretary wlll develop pro.~pecttve payment 
methods after consultation with states and 
other interested parties. and States will fol-
low them in paying the, community long-
term care centers. 

. 9. Miscellaneous Provis ions: 
If an individual stays in a nursing home 

for more than 6 months, beginni..'lg with the 
7th month his social secunty ca.;;b benefits 
a.re reduced by % (in recognition of such a 
person's reduced living costs) • and the ¥., is 
deposited 1n the long term ca.re trust fund. 
As soon as the reciptent leaves the nursin<> 

··home, full benefits are restored 1nuned!ately. • 
The bill would increase SSI beneflts by $3" 

a month so that the premium payment could 
be met without. e. reduction 1n. cash Income. -

·10. Mecttve date: 
.·, Beneflts would flrst become payable. on 

• ··', •• July- l. 197tt, thus allowing sufficient time 
• "- ,. -for the orga,nizatlon of the new system. 

:-c.~.:~::.;. :· -• • 
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THE WHITE HOUSE 

REMARKS OF THE PRESIDENT 
TO THE 

ANNUAL MEETING 
OF THE 

TEXAS NURSING HOME ASSOCIATION 

HYATT REGENCY HOTEL 

10:18 A.M. CDT 

It is nice to see some more friendly faces here. 

Mr. Pendergast, Senator John Tower, members of 
the Texas Nursing Home Association: 

It is a privilege and a pleasure for me to have 
the opportunity to stop by and make some observations and 
comments and thank you for the good job that you have done, 
not only here in Texas with your organization but with 
comparable organizations throughout the United States. 

I know from personal experience in my State of 
Michigan that the organization of the Association there 
has done a good job, and I am sure that i _s likewise true 
here, and I congratulate you and compliment you. 

But let me talk for just a few minutes about 
some of the things that I am trying to do to make certain, 
to make positive that the 32 million or 33 million Americans 
who are the beneficiaries of Social Security and other 
Federal programs are properly taken care of. 

You, I am sure, know that in the State of the 
Union message that I submitted to the Congress in January 
of 1976, I recommended the full cost of living increase 
for Social Security recipients, and it is my understanding 
that based on the calculations that have been made by 
the proper authorities that will be 6.4 percent, as I 
recall, as of July 1 of this year. 

I believe that we, as a Nation, hold an obligation 
to that part of our society. They bought and paid for 
the benefits that are coming and ought to be given to 
them under the law. 

Another program that I feel Congress ought to act 
on is what is commonly known as catastrophic insurance. 
It has been my experience as I traveled around the country 
to see in many, many instances individuals who were good 
citizens and saved their money and planned for their 
retirement all of a sudden be hit with a catastrophic 
illness where the costs were great, where the time that they 
had to spend in a hospital or a nursing home was very, very 
extended. 

MORE 
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I am told under Medicaid that there are roughly 
3 to 4 million of our fellow citizens who are adversely 
affected ~y the catastrophic illness. I think we owe 
an obligation to them because they, under no circumstances, 
could pay the cost to maintain adequate care during this 
tragedy. 

So I recommended to the Congress that something 
be done about it. Unfortunately, no action has transpired 
at the present time. Unfortunately, the prospects do not 
look good. Believe me, I feel an obligation, and I think 
those of us who are healthy, whether you are young or old, 
owe an obligation to that segment of our society that are 
tragically hit by these unfortunate illnesses. 

I likewise know that your organization has raised 
a good many questions about HEW's 1972 regulations. I am 
sure you are not the only organization, because I am informed 
that other State organizations comparable to you have done 
likewise. 

It does appear to me -- and I have talked to the 
Secretary of HEW about it -- that there is an overzealous 
interference attempted by those regulations, and I hope 
we can do something affirmatively to change them. 

I have repeatedly said that we want to get the 
Federal Government off ~he backs of people and out of their 
pockets. We have reccnaended tax decr•~ases, additional 
tax reductions. We arc making some headway in reducing 
Federal paperwork. 

About six months ago I directed the Office of 0MB 
to make a 10 percent reduction in the total paperwork as 
far as all Federal agencies and departments are concerned. 
That 10 percent reduction is to be achieved by July 1 of 
this year. 

Let me put it as simply, but I think it is as 
safely as I can, as it affects what all of you are trying 
to do: Your emphasis should be on taking care of patients, 
not making out forms. 

It has been a great privilege and pleasure to 
be here and to say hello to you and to give you the benefit 
of some of my views and programs, policies that we are 
seeking to implement for the benefit of all of the 215 
million Americans. 

I thank you for the opportunity to be here. 

END (AT 10:25 A.M. CDT) 

\ 
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MEMORANDUM TO SPENCER JOHNSON 

Attached is the brief talking points you requested 
on the status of long term care policy. 
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STATUS OF LONG-TERM CARE POLICY 

The Federal Government now provides about $4 billion financial 
support for care in skilled nursing homes and intermediate care 
facilities through primarily the Medicaid and also the Medicare 
program. For the past several years, HEW has put particular 
emphasis on programs to insure the safety of the facilities and 
enforcement of other standards. 

In our effort to provide needed nursing home care for those who 
need it, we may have unnecessarily placed persons in institutional 
care who could be better cared for in their homeso HEW is just 
now completing hearings held throughout the country to explore 
improvements in home health care as an alternative to institutional 
care. 

In addition, the Federal efforts to insure that facilities for the 
elderly, the sick, the disabled and the retarded are safe and 
appropriate for their care have led in some cases not to better 
care, but rather endless regulations and bureaucratic red tapeo 
As part of my regulatory reform initiative, HEW is conducting a 
thorough review in cooperation with state and local governments 
to separate the needed from the useless regulatory provisionso 

Finally, we need to rethink the proper Federal-State and local 
roles in providing long-term care. While the Federal government's 
financial support for such care is appropriate, it is probably 
more appropriate that state and local agencies have the primary 
responsibility for tailoring the care provided to each individual's 
needs. 




