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Summary

For the past twelve years, and under lobbying byattult home industry, the
New York State legislature has, through a prograted the Quality Incentive Payment
Program (“QUIP” or “the program”), paid eligible @tihome operators to improve the
guality of care they provide their poorest residenthose on supplemental security
income (“SSI”). The program, which is administelsdthe New York State Department
of Health (“DOH” or “the department”) has dispenseillions of dollars to adult home
operators state-wide, including over $6.7 millior80 adult homes in New York City.

For years, the Adult Home Advocacy Program of MF&gal Services, Inc.
(“MFY™) received anecdotal information that QUIP mes were not being used for
improvement of care and that DOH exercised littlersight over the program. Rather
than rely on these perceptions of the program, MkeYa quantitative analysis of all
available QUIP data, focusing on 30 New York Citykh homes and on QUIP funding
for State Fiscal Year (“SFY”) 2003/2004, the mastent year for which data is
available. Our report is divided into two partartd summarizes the legislative and
regulatory history of the program. Part Il anak/tee implementation and oversight of
the program, focusing on 30 New York City adult lesm

MFY’s study concludes that QUIP funds were in maays diverted from their
intended uses. One of the stated intents of thgram is to improve adult home
residents’ quality of life, and the amount of QUlAding to each home is specifically
tied to the number of SSI recipients the home hemu3éme and again, however, the
funding did not reach these, or any other, resgleAdult homes instead reported having
spent QUIP funds simply to subsidize operating agps or on capital improvement
projects. The primary effect of these capital stugents is to enhance the value of the
buildings the operators own, and only incident&dlymprove the quality of residents’
lives. Inthe period MFY surveyed, almost no homssd QUIP funding for items such
as clothing or increased recreational activitied grimarily and directly impact adult
home residents. In SFY 2003/2004, only one in @&#P dollars was actually spent on
items that might arguably be said to improve rasidgare. All the while, reports of
neglect of adult home residents and the miserabiditons in which they lived were
coming to light.

DOH is on notice of the manner in which adult horsgsnd QUIP funding —
homes are required to report their expenditurd3@d1, and DOH has the authority to
audit and inspect the homes. Nevertheless, DOldaapmot to have objected or
otherwise acted to curb the homes’ diversion of Bflinding. Nor has DOH conducted
any audits of adult homes to independently verdwQUIP funds were spent, or
promulgated any regulations to govern the program.

Absent oversight and audits by the State, homesdsiie funding they receive
through QUIP to benefit their investments. Thegoam ends up doing little to improve
the lives of adult home residents. The diversib@UOIP funding, and DOH'’s lack of



oversight over homes’ use of the funds, constitategher sorry aspect of the failed
residential care system represented by adult homes.

MFY Legal Services sent this report to the NewkrState Commissioner of
Health on August 14, 2006, allowing the Commissidhe opportunity to review and
comment on the report prior to its public releaBea letter dated August 30, 2006, the
Department of Health requested additional timeeteaw and respond to the report. In
October, 2006, having received no response fronDgpmartment of Health, MFY
contacted the Department and asked if it had aorespp As of December 1, 2006, MFY
has still received no response and is therefoeaselg the report without comment from
the agency that administers QUIP.

Legislative History
Original Legislation

QUIP was established in its current form in 19@6provide payments to adult
homes that house residents who receive SSI, asdotinua fixed, government-mandated
amount for their room, board and services at thméhoAdult homes in compliance with
applicable statutes and regulations as of the negsint state inspection cycle were
eligible for QUIP awards. 1996 N.YAaws 462 81. The amount of the QUIP award was
dependent on the number of SSI and safety netieetspresident in the home, who are
the poorest residents. The Department of Sociali&s (“DSS”) retained discretion to
grant QUIP awards to non-compliant adult homes oas&-by-case basis.

The purpose of the QUIP legislation appears to theen both to reward adult
home operators who met state compliance standasgstd the fact that they housed a
large number of SSI recipients (and were not ablaise the amount charged to these
residents because that amount is determined b$ttte) and to improve the quality of
care provided to residerts.

! A quality incentive payment program was first bished in 1994. That program appears to haverneve
been fully implemented and to have lapsed afteryaae. Senator Joseph R. Holland, the Senate spons
of the 1996 QUIP legislation, explained that th&84 @rogram “was not entirely successful in rejutina
the industry because too many unreasonable demarésplaced on DSS to implement the program.”
Letter dated July 31, 1996 from Sen. Joseph RaddIto Michael C. Finnegan Re: A.9798-C. The 1996
QUIP provided the DSS with more flexibility, accard to the bill’s sponsorld.

2 The economic rationale for the legislation ishseimmarized by Senator Holland, the Senate spafsor
the legislation:

Currently the only funding for adult home residewtso do not pay privately is the SSI
congregate care supplement. In other words, dauties must provide for non-private
pay residents for only $26 per day. This bill wbgive those adult homes which have a
large percentage of SSI residents and who have fmeemd by DSS to be providing
quality care a small incentive payment to assisirtlin continuing to provide appropriate
care.

Letter dated July 31, 1996 from Sen. Joseph RadrdIto Michael C. Finnegan Re: A.9798-C.



The legislation enjoyed wide support from statenages (including the Division
of Budget, Department of Social Services, Officéigintal Hygiene, Commission on
Quality of Care), adult home industry groups (imlthg New York Long Term Care
Providers Association and the Empire State Assiociaif Adult Homes), and adult
home resident advocacy groups (including the Goalivf Institutionalized Aged and
Disabled)?

Subsequent Amendments to the Legislation

Since its inception, QUIP has been amended a nuaftienes? In 1997, the
legislation was amended to tighten standards ®atkarding of QUIP fundsSee Letter
dated August 18, 1997 from Sen. Joseph R. Hollamdithael C. Finnegan Re: Senate
Bill 5787 (“The purpose of this bill is to ensutet QUIPP [sic] funding is available only
to adult care facilities providing quality care.”Jhe amendments (i) transferred
oversight of QUIP to the DOH (which replaced DSSeagulator of adult homes on April
1, 19975, (ii) prevented payments to homes with enforcenpenteedings against their
operating certificates, (iii) granted the departtriacretion to deny funding to adult
homes not providing “optimum care”, although treatt is not further defined, and (iv)
granted the department discretion to fund newlgtdsthed homes that did not yet have a
record of compliance. 1997 N.¥Aws 615 81;seealso, N.Y. STATE SENATE
MEMORANDUM IN SUPPORT OFLEGISLATION, SENATE BILL 5787. The amendments
received mixed support, with the Division of thedget, Governor’s Counsel for
Regulatory Reform and the Commission on Qualit¢Zafe for the Mentally Disabled

The legislation’s quality improvement rationaleeisdenced in the official Senate memorandum in stpp
of the bill: “The purpose of the bill is to helmprove the quality of care provided to residentadilt care
facilities.” N.Y.STATE ASSEMBLY MEMORANDUM IN SUPPORT OFLEGISLATION, ASSEMBLY BILL 9798-B,
SENATE BILL 6955-A, July 13, 1996.

3 Budget Report on Bills, No. A. 9798-C, S. 699@rB objection); Letter of July 23, 1996 from John E
Robitzek, Deputy General Counsel, Department ofé&ervices to Michael C. Finnegan, Counsel to the
Governor Re: Ten Day Bill Assembly 9798-C (recomdiag bill); Letter of July 24, 1996 from Barbara
Heyne, Assistant Counsel, Office of Mental HeadtiMichael C. Finnegan, Counsel to Governor Re:
A.9798-C (no objection); Letter of August 8, 1996rh Patricia W. Johnson, Assistant Counsel,
Commission on Quality of Care to Michael C. Finnggaounsel to the Governor Re: Assembly Bill No.
9798-C Adult Care Residences (supporting bill);téedf July 3, 1996 from Goeff Lieberman and George
Gitlitz, Coalition for Institutionalized Aged andigabled to Paul Harenberg (supporting bill); Letie
August 14, 1996 from Cary LaCheen, New York Lawyfershe Public Interest, Inc. to Michael C.
Finnegan Re: Assembly Bill No. 9798-C (supportiilf);iMemorandum in Support of Bill 9798, dated
May 28, 1996 from Alliance for the Mentally Il &few York State; Letter of July 16, 1996 from Copgpol
Ryan McHugh, on behalf of the Empire State Assamiadf Adult Homes to George E. Pataki, Governor
Re: 9788-C (supporting bill); Memorandum in SupprBill A.9798, dated July 11, 1996 from Weinraub
& Ostroff, Inc., on behalf of New York Long Term f@aProviders Association.

* See Annex A for a more complete history of thengjes in the legislation.

1997 N.Y.LAWS 436 §122(e).



objecting to ambiguities in the amendments, padityithe reference to “optimum”
care.

The next material amendments to the QUIP statutaroed in 2003. 2003 N.Y.
LAws 62, Pt. C3, 81. These amendments eliminatedrtiidgmatic “optimum care”
language, limiting DOH discretion to deny fundimgadult homes solely to those homes
not in compliance with applicable statutes and l&gns. Id. The amendments also
required adult home operators to consult with #sédents’ councils of each home in
coming up with a list of proposed QUIP expendituries’ At least in theory, residents
were thereby given input into how operators spdotR¥unds.

In 2004, the QUIP legislation was further amend2d04 N.Y.LAwsS 58, Pt. A,
836. These amendments limited the instances innAb@H could deny QUIP funding to
a home — allowing DOH to deny QUIP funding onlythose homes that had been
adjudicated noncompliant or against which equitable relief baéngranted pursuant to
the Social Services Law. At the same time, theygased the participation of residents
in the homes’ decisions about how to spend the QuhRing — requiring homes not only
to consult residents’ councils regarding QUIP expenditurestbwbtain the councils’
approval of an expenditure plah.

Regulations

During the first year of its implementation, QUIRswisbursed pursuant to
regulations promulgated by the DSS, which at tima¢ regulated adult homes. 18 N.Y.
Comp. CoDESR. & R. 495.3. The DSS regulations set forth eligipisitandards,
application procedures and provided that QUIP fagdmust be used to improve the

® See Budget Report on Bills, Chapter 462 of the lawd 996, Section 1 (noting technical flaws of the
bill); Letter dated September 17, 1997 from Paritones, Assistant Counsel, Commission on Qudlity o
Care for the Mentally Disabled, to Michael C. Figaa, Counsel to the Governor Re: Senate Bill N8757
(noting that “the bill's language authorizing ddréépayment to a home not providing ‘optimum care’
embraces every adult home”). The Empire State éla8on of Assisted Living Facilities, the leadiadult
home trade group, “wholeheartedly” supported tiggslation without reservation. Letter dated AugLiét
1997 from Coppola Ryan McHugh to George E. PatakidR5787 (Holland)see also Letter dated August
22, 1997 from Robert A. Hussar, Assistant CourSeynsel on Regulatory Reform to Michael C.
Finnegan, Counsel to the Governor to Re: S. 58Bp@dsing bill as written because “a reference to
‘optimum’ care provides the Department with unkeaidiscretion by enabling them to compare a fg&slit
assessment against an ambiguous standard”).

" The new language provided that “prior to receiviglity incentive payment program funds, an operat
shall consult with the residents’ council for sdahility and shall submit an expenditure plan te th
department. Such plan shall detail how qualitemive payment program funds will be used to improv
the physical environment of the facility or the lijtyeof care and services rendered to the residants

may include but not be limited to staff trainingrdishings, equipment, maintenance or repairseo th
facility and its residents, or expenditures relatedorrective action as required by the most recen
inspection report. Such expenditure report steabitcompanied by an operator attestation.” 2003 N.
LAws 62, Pt. C3, 81.

8 The amendments also included air conditionindvérionexclusive list of items for which QUIP funds
may be used. Since there was no QUIP funding ¥ &¥04/05 and SFY 2005/06 funding is currently in
the application process, the practical effect efgtatutory change in language from “consultingident
councils to obtaining the “approval” of residentiagils is not known.



quality of care and services provided to SSI or[H&me relief] recipient residing in the
facility.” 18 N.Y.CowmP. CODESR. & R. 495.4(i). The regulations also specified that
QUIP funds could be used to pay for “staffing; nrag; furnishings; equipment;
maintenance and repairs; and other purposes tHankance the quality of care and
services provided in the facility which benefitggtile residents.” 18 N.YComp. CODES
R.& R. 495.3(i) (internal numbering omitted). The reagions mandated that QUIP
recipients maintain documentation of their expamnés of the awards, but did not require
any active reporting of how the funds were spdi@.N.Y.Comp. CODESR. & R.

495.4()). The regulations simply stated that ifaadlit revealed that the funds had not
been spent in compliance with the grant, thosedwnaluld have to be returned to the
DSS by the homeld.

The initial DSS regulations expired by their owmte on June 4, 1997. Since
their expiration, no new regulations have been pigated, despite the QUIP statute’s
express mandate to promulgate regulations. QUiBdinave been distributed pursuant
only to the terms set forth in the annual fundipgleations themselves.

Applications

The application requirements have remained lartpeysame from the inception
of the program. Applicants must agree to abida bgt of conditions for participation in
QUIP, must provide general information (such aseskl tax number, authorized
representative), an explanation of how the fundg@be used, an assurance (and,
starting in SFY 2003/2004, an itemization of exptumrds) that prior years’ QUIP funds
were used appropriately, and a listing of eligibtl / Safety Net recipients. Applicants
have also always been required to certify thatithef residents receiving SSI / Safety
Net is accurate.

The conditions for participation, listing some 8&ms, have not materially
changed since SFY 1998/99. The great bulk of tmalitions for participation recite
common “request for applications” disclaimers, segko give DOH maximum
discretion in awarding QUIP funds. Several cowdis, however, purport to hold adult
homes accountable for their QUIP expenditures Quirang them to maintain records
related to those expenditures for seven years ake them available to DOH and the
state comptroller for audit purposes upon requB€2H also reserves the right to demand
reimbursement if such inspection reveals “thatitem of work for which disbursement
has been made was not carried out in full compéamith the terms and conditions of the
QUIP program.”

The QUIP application for SFY 2005/2006 is attachetkto as Annex B.
Significant variations in the QUIP applications drscussed below:

SFY 1998/99



The DOH letter accompanying the SFY 1998/99 QUIRlieatior? reiterates that
the “purpose of this program is to enhance theityuafl care provided to SSI/Safety Net
recipients by providing additional funding to cbetil operators to improve service
delivery and to encourage the admission of newladéigesidents into certain types of
adult care facilities.” It states that funds “mag/used for facility maintenance and
repairs, hiring of additional staff, staff traininfgrnishings, equipment, or other purposes
which directly improve the quality of care and seeg to facility residents.”

SFY 1999/2000

The DOH letter accompanying the SFY 1999/2000 Qafiplication adds
improvements of “the physical environment of theilfy” and correction of “identified
deficiencies” to the purposes of QUIP.

SFY 2000/01

This year’s application requires applicants forfing time to separately certify
that they used their prior year's QUIP funding mappropriate manner and to attach
documentation related to the expenditures. Tlgairement has been included in all
subsequent applications.

SFY 2002/2003

The DOH letter accompanying the SFY 2002/03 QUIpliegtion recommends
that operators “consider using this year’s fundsiorwonditioning, facilitating a smoke
free environment, or enhancing adequate clothin@&l Residents.” The letter also
states that the use of QUIP funds “will also reg@n endorsement by the facility
resident council and the format for this is inclddie the application.” The application
itself, however, appears not to include any pravisir form for resident counsel
endorsement (and the QUIP statute itself did notain a resident council consultation
requirement until May 15, 2003, one month after$ik& 2002/2003 application went
out).

SFY 2003/04

The SFY 2003/04 application includes a requirentiegit an applicant “provide
documentation that the resident council was coedukgarding the proposed use of
QUIP funds” and that an attestation be signed byctiairperson or president of the
resident council to verify this process (QUIP Applion for SFY 2003/04, Instructions,
8C(b)).

The SFY 2003/04 QUIP application also implementsstensibly more detailed
requirement for homes’ accounting of their QUIP exgtitures. Prior to the SFY
2003/04 QUIP application, DOH required that an mapit “provide an assurance” that
the prior year’'s QUIP funding it received had beerd in the manner originally

° DOH does not appear to retain QUIP Applicatiorrsykears prior to SFY 1998/99.



proposed by the home and that documentation retatétese expenditures be attached.
(It is not known whether applicants complied witle locumentation requirement —
MFY received no supporting documentation from DQHspant to our request for
information.) See, e.g., QUIP Application for SFY 1999/2000, 8C(b). TBEY

2003/04 QUIP application included a more detaitsther on which QUIP recipients
were required to itemize their QUIP expenditur8ee QUIP Application for SFY
2003/04, 8F. The SFY 2003/04 application also ifipeicthat “QUIP funds should be
expended within six months of receipid:

In addition, the DOH letter accompanying this yeapplication included
“vocational & educational opportunities, trainirg imore independent living, computers,
identification cards and telephone services” asmaunended uses for QUIP funding.

SFY 2005/06

The DOH letter accompanying the SFY 2005/06 QUpliaation adds
“telephones in resident rooms” as a recommendedous@UIP funding. It also
highlights the following application requiremen@i§:applicants mustdescribe in detail
how QUIP funds will be used” (emphasis in originél) applicants must provide
documentation that the resident council has enddiseproposal, including an
attestation from the chairperson or president efabuncil; (iii) applicants must keep a
detailed inventory, including documentation, ofitl@UIP funding expenditures; (iv) if
an applicant received QUIP funding in SFY 2003/02l SFY 2005/06 grant will be
issued to them until they have submitted a comglet@enditure form to DOH detailing
how the SFY 2003/04 funds were spent; (v) QUIP fureteived must be spent within
12 months; and (vi) facilities that have receivaceaforcement notification may still be
eligible for SFY 2005/06 QUIP funding.

The application itself remains largely the saméasSFY 2003/04 application
with the notable change that the resident coumesigent attestation that the resident
council has approved the home’s expenditure plaxpsnded to state that the
representative has reviewed the home’s QUIP expeeddlan and agrees with it.

Conclusions

It is clear from the legislative history of QUIi&s implementing regulations
(when they existed) and applications that the @ogwas intended to provide funds to
enhance the quality of life of residents while giyiadult home operators discretion to
prioritize the needs, with the advice and consétit@residents’ council. DOH also
appears to have, at least in theory, providedf iteigh the means to hold recipients of
QUIP funding accountable for the manner in whiakythsed the funds. As discussed
below, however, QUIP funding appears to have beesrtéd from its intended
beneficiaries, and oversight of the program appeahsive been largely nonexistent.

The Implementation of QUIP



MFY analyzed several hundred pages of data aboui @¢eived from DOH
pursuant to two requests for information undeh®New York Freedom of Information
Law, Public Officers Law § 84t seq.'® The analysis focused on the disbursement of
QUIP funding and DOH'’s oversight of the programthaa particular emphasis on New
York City adult homes. Presented below are theltesf that analysis, which generally
showed that, while the State expends significasaueces on the QUIP program, the
benefits largely do not reach adult home residemsSFY 2003/2004, the most recent
year for which data is available, at most one d@very five dollars of QUIP funding
was used to improve resident care. In part, theréaof the program to directly improve
resident lives is a result of compromises builb IQUIP, and in part it appears to be the
result of poor oversight of the program by the DOH.

Overview

In total, the State has awarded nearly $28 milladadult homes under QUIP. In
recent years, individual adult homes with large SSafety Net populations routinely
receive grants of close to $100,000 a year. Egethese larger facilities that report
annual revenues of between $1 and $3 million, t#s$E> grants represent a significant
source of homes’ revenue.

The following table lists amounts distributed foUI® grants per yedr-

State Fiscal Year Amount Distributed ($) (rounded to near est whole number)
1994/5 1,349,000*

1996/7 800,000*

1997/8 [no data provided by DOH]

1998/9 1,923,415

1999/2000 1,802,474

2000/01 5,894,899

2001/02 3,370,078

2002/03 3,947,959

O MFY made its requests for information regarding ®@kpenditures and oversight of the program to the
DOH in July 2005 pursuant to the Freedom of InfaforaLaw (Article 6 88 86-90 of the New York

Public Officers Law). DOH responded to these retpiby setting unreasonably long time-tables for
providing the information MFY sought. In Septembed October, MFY administratively appealed the
department’s schedule to DOH’s appeals officearropinion issued at the end of October, the appeal
office upheld DOH'’s schedule. In December 200t&rddOH had failed to provide any documents at all
pursuant to its production schedule, MFY challentpeddepartment’s continued intransigence by fiing
petition pursuant to Article 78 of the Civil PraiLaw and Rules in Albany Supreme Court. Upon the
filing of this suit, DOH finally began producingahequested documents. In April 2006, some tertinson
after MFY had requested the information, DOH corngaldts production of some 500 documents.

™ Unless otherwise indicated, the information ketafrom spreadsheets setting forth QUIP payments t
each home for each SFY, supplied by DOH in resptm$4FY’s Freedom of Information Law requests.
The spreadsheets for SFY 2002/03 and 2003/04 wexear in places, and MFY has tried to estimate as
closely as MFY can the amounts allocated in th@ses,



2003/04 6,031,027

2004/05 [no QUIP program]
2005/06 2,750,000*
TOTAL 27,868,852
* Amount appears to be allocated to QUIP in theltheand Mental Hygiene Budget for the

particular SFY. No data on actual distributionaitable.

QUIP awards to 30 New York City Adult Homes

MFY also tracked QUIP payments made to 30 New it adult homes from
SFY 1998/99 — SFY 2003/04. Set forth at Annex & e®mplete list of these homes and
the amounts of QUIP funding they received overtheod. Over the course of that
period, over $6.7 million in QUIP funding was prded to these homes. Two homes,
Queens Adult Care Center and EIm-York Home, receoxesr $400,000 each in QUIP
funding over the period. Five homes received &380,000 each; seven homes over
$200,000 each; and nine homes over $100,000 g2eér the course of the period, per
capita amounts allocated under QUIP generally asad — the amount per SSI resident
was $158.75 in SFY 1998/99 and had risen to $542e85SI resident in SFY 2003/&4.

In attempting to learn how adult homes expendeid @&1P funding, MFY’s
analysis focused on QUIP awards for the SFY 200B&#bd. This period is the most
recent year for which data is available about theunt awarded to each home, as well
as about how the homes reported spending theitsggFan

MFY’s analysis of the QUIP funding for this periags hampered by the fact that
DOH had only received SFY 2003/04 QUIP expenditgeumentation for 16 of the 30
homes in the study grodf). This was so despite the SFY 2003/04 QUIP apjidinat
instruction that all QUIP funds disbursed in thasybe used by the homes within six
months of disbursement (and presumptively repddddOH on the QUIP expenditure
ledgers found at §F of that year’s applicatibhMFY was informed by DOH in
response that “the Department anticipates thabaeyator who has not yet submitted a
copy of the [expenditure] form will file one witheir SFY 2005-06 applications ... This

2 The amount of QUIP funding did not uniformly riseer the period. It varied as follows:

»  $158.75 per SSl resident in SFY 1998/99;
$145.08 per SSI resident in SFY 1999/2000;
$473.60 per SSI resident in SFY 2000;
$349.05 per SSI resident in SFY 2001/02;
$412.88 per SSI resident in SFY 2002/03;
$542.81 per SSI resident in SFY 2003/04.
13 There was no QUIP funding in SFY 2004/05, and iappbns for SFY 2005/06 QUIP funding are not
due until April 30, 2006.
4 One of the 16 homes that did report its expeneltto DOH, Long Island Hebrew Living Center, liste
the stores at which it had spent the fundiag. $6203.68 at Home Depot) and attached a stickéreto
form stating, “The funds were used as proposedmiwove the physical environment of the building;
General repairs, maintenance and refurbishinghebetterment of Residents.”
'3 All but one of the homes in MFY’s study group (@oeiew Home for Adults, which received its
funding on October 4, 2005) received their SFY 2003UIP funding on November 10, 2004, so that, by
the terms of the QUIP application, they should hanegle their expenditures by May 10, 2005.



information must become available before the 200%40ds are released.” Letter of
Robert “Jake” LoCicero, dated March 9, 2006, RellFRequests 05-07-154 & 05-08-
237. (The delay underscores the lack of over§RiUIP that appears endemic in the
funding scheme.)

The SFY 2003/04 QUIP data shows that some adulesammed QUIP funds for
expenditures that even the most permissive audiboitd deem wholly unrelated to the
intended purpose of the funding. For example:

* Three homes (Surfside Manor, Mermaid Manor and ovia’s Manor)
reported using a total of over $40,000 in QUIP fagdo cover increases in
their liability or workman’s compensation insurance

* Two homes (Queens Adult Care Center and Surfsideoljaieported using a
total of over $21,000 in QUIP funding to cover ndptemployee health and
medical benefits payments. Queens Adult Care Cafde proposed using
QUIP funding to “promote [the] facility and attragalified applicants.”

e One home (New Gloria’s Manor) reported using ove680 in QUIP funding
to pay “interest on financial operations.”

Outside of these expenditures, QUIP funding appeanave been used by
operators primarily to cover day-to-day operatirgenses and to enhance the physical
plant of their properties. While these expendguasguably improve residents’ lives,
they also serve as investments that increase the vhadult home operators’ main asset
— the physical homes themselves.

Of the $1,367,965 distributed to the 16 homes énstlrvey group during the
period which have provided expenditure ledgers @HPhomes reported spending over
$1 million on physical plant investments (such lev&or maintenance, refurbishing the
building, painting, installing boilers, refrigerasoand windows). $68,600 is reported to
have been spent on paying insurance and mediaalyres and interest on loans. Only
$270,774 is reported to have been spent on prayidiproved services or goods directly
to residents (such as a clothing allowance (intwrae only), staff training, recreational
activities, air conditioning). Of that amount, aba third, $89,858, is reported to have
been spent on routine upkeep of the facility —aejplg beds, bedding and chairs.
Including expenditures for replacement residemiture, only about 20% of SFY
2003/04 QUIP funding — one out of every five ddlarwas used to directly benefit
residents€.g. clothing allowance, air conditioning, etc.) (exailug furniture
expenditures, the figure is 13%, or about one betery eight dollars).

Annex D presents the complete data of homes’ m@gpases of QUIP funding,
their reported actual uses, and the amounts eauk heceived in SFY 2003/04.

An independent audit of the homes in MFY’s surgeyup to assess the accuracy
of the expenditure reports the homes submitted@éis beyond the scope of this
report. Nevertheless, MFY conducted a sample dpatk of six of the 16 homes that
have submitted their expenditure reports to DOHetermine whether certain of the
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reported expenditures had in fact been made. ®heeh are Lakeside Manor, New
Gloria’s Manor, New Haven Manor, Rena’s Residefieerdale Manor and Sanford
Homel®

Each of the homes appears to have installedehesibn which they reported
spending QUIP funds. Annex E shows the items cowfil as having been installed in
the homes by residents in each of the homes.

Five of the six homes reviewed reported spending 3503/04 QUIP funding on air
conditioning units for resident rooms. Each ofsthbomes appears to have installed air
conditioners in resident rooms during the releyaartod. Notably, however, the costs
reported by the homes for doing so varied dramifitichlew Gloria’s Manor, for

instance, reported spending over $62,000 on thehpae and installation of 93 air
conditioning units. Riverdale Manor, on the othand, reported spending about $19,000
on the purchase and installation of 85 air conditig units. In addition, three of the
homes that installed air conditioning charged resisl for the use of the air conditioning,
turning what might have been a benefit for resisi@mib another source of profit for the
operators.

Conclusions and Recommendations for Change

QUIP had the potential to significantly improve #dwome residents’ lives. Over
the course of its existence, nearly $28 million wesle available to adult homes across
the state on a per capita needy resident basiis. nffldney was intended to both improve
the physical environment of adult homes and to igfunding for expenditures that
directly improve residents’ lives. Despite the Iquarpose of the legislation, only about
20% of the funding, at best, appears to have bsed 10 benefit residents. The vast
majority of the funding appears to have been usetiead, to increase the value of adult
home operators’ principal asseit®.(their buildings). The program, though well
intentioned, has ended up improving the qualitgdrators’ finances rather than the
guality of residents’ lives. It has proven to beierative give-away to the administrators
of a broken system rather than a first step in owjmg that system, for those whose lives
depend upon it.

DOH'’s “hands off” and “self-reporting” approach Haft adult home operators
free to spend QUIP funds as they see fit. Leth&r own devices, adult home operators
—who are, first and foremost, in the business aking a profit — use the money to enrich
themselves rather than improve quality of care freyide residents. During the period
of MFY’s study, DOH failed to curb this behavioegpite the fact that it was made
aware of it by adult homes’ QUIP applications. D@iddily funded homes which
reported that they would spend their funding omgesuch as promotional advertising
(Queens Adult Care Center, SFY 2003/04) and ing@r@nemiums, apparently without
comment or restrictions. In addition, DOH did eaforce its requirement that homes

¥ MFY’s sample of homes for the spot check may rotdpresentative of the 30 homes in its broader
survey. The six homes which were spot checkedaliaibmitted expenditure reports to DOH and may
have represented a particularly compliant segmthitedlarger group.
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promptly account for the manner in which they spérar QUIP funds — only 16 of 30
New York City QUIP recipients have thus far repdrteeir SFY 2003/2004 QUIP
spending to DOH. Finally, during the nearly terngeit has administered the program,
DOH has not conducted a single audit of the mamehich an adult home expended its
QUIP funds. Other than the self-reporting by honsesne of it woefully inadequate or
wholly missing, the State simply has no idea hogvrtbarly $28 million provided in

QUIP funding was spent by adult homes.

Beginning in 2006, adult home operators receivetharease of over 10% (from
$884 to $978) in the amount of rent they receieenfiSSI recipients, when the living rate
for SSlI recipients in adult homes was designatethe\State as “Congregate Care Level
3.” This rate will continue to increase over tlexinseveral years. Because adult home
operators now receive significantly more money$8t recipient than they have in
previous years, the State’s allocation and ovet§RQUIP funds should receive even
greater scrutiny to ensure that the funds benegidents.

To the extent that the State continues to use &dulies as a major source of
housing for people with mental illness (and MFYoposed to this), MFY recommends
the following:

1. DOH immediately strengthen its oversight of QUIDOH should audit adult
homes to determine how they, in fact, spent QUHRIiing. Adult homes are required to
keep QUIP expenditure records going back seversyda®©H should audit these past
expenditures. DOH should penalize homes that daawomunt for their expenditures or
cannot show the work allegedly done or items atlggpurchased. DOH should also
penalize homes that spent QUIP funding on inaptgitems, such as insurance,
financing and advertising costs. DOH should dsaitter guidelines about the items for
which a home may expend its QUIP awards, and déyetview QUIP applications to
ensure homes’ proposed expenditures are in linetwdse guidelines, and expenditures
are actually made.

2. DOH should issue regulations to implement thdRstatute. The plain
language of the statute requires regulations,Hmyt have not been promulgated. These
regulations should specify expenditures that wik&uate the intent of the statute and
the intent of the Legislature when allocating futalshe QUIP program.

3. In the alternative, the State should use thesg@es to support community-
based housing, rather than perpetuate the adulé lsgstem. Over the years, report after
report has shown that the adult home system igta@tes rife with neglect and abuse of
residents, and questions abound about over-billingecessary medical services and
other Medicaid abuse that line the pockets of duuthe operatorsSee, e.g., New York
State Commission on Quality of Care for the MegtBlisabled Adult Homes Serving
Residents with Mental Iliness: A Study on Layering of Services (Aug. 2002); New York
State Commission on Quality of Care for the MegtBlisabled Adult Homes Serving
Residents with Mental 1lIness: A Sudy of Conditions, Services and Regulation (Oct.
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1990); The New York Times seriesBroken Homes (Apr. 28 — 30, 2002). QUIP is one
more source of funds that have not reached adoiehesidents in any meaningful way.
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