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EXECUTIVE SUMMARY

Inits 1990 study of adult homes,* the Commission on Quality of Care for the Mentally Disabled
concluded that “ adult homesareaval uabl e resourcein meeting the needs of personswith mental illness
for low-cost supervised housing.” The study, which eval uated the performance of some 47 homes
housing mostly individualswithmental illness, identified the* cost of care” solely by reviewing thecost
tooperatethehome. It did not consider thecost of “on-site” direct health or mental health servicesto
residentsby outside providersbecause, except for the occasional physician’ svisit or on-site mental
healthclinic, in-houseservicestoresidentsappearedfairly limited. Moreover, to avoidtheisolation
inherentinlivingwith personssharing the samedisability, residentswere expected to take advantage of
community-based medical and habilitation supports.

More than a decade later, the picture is quite different. It is not uncommon to see multiple
practitionersand providers-- primary careand specialty physicians, medical and mental healthclinics,
private psychiatrists, nursing servicesand homehealth careaides- - |ocated on-siteinadult homesand
actingindependently of each other. Thispresent open-ended expansion of services, renderedtoacaptive
adult home population, invitesan intensity of care which isexpensive, uncoordinated and, in some
cases, unnecessary. Medicaid billingsof over $27,000 per year per resident at the 11 largest homesin
theNew Y ork City area, when added to the approximate $10,000 ayear paid by residentsfromtheir
Supplemental Security Income (SSI) benefit checksto theadult homefor room, board and assi stance,
point totheneed for themore coordinated useof existing funding streamsto support abetter system of
careand treatment.

The Commissionrecognizesthat many operatorseffectively providesafeand comfortablehousing
andreliableaccessto medical and health careservices. However, after examining the complex services
for 2,100 residentswith mental disabilitiesat thelargest homesintheNew Y ork City area, it seems
obviousthat resources need to beredirected to promote quality care. Absent reform, residentswill
continuetorecelvemedical careunder asysteminwhich servicesareoften not sought by therecipient,
butinitiated by thepractitioner; inwhich providersfail to communicatewith oneanother ontreatments
and medi cations, even on such mattersastheneed for surgery; and, inwhich theprimary care physician
playsnoroleinassuringthat necessary servicesarecoordinated effectively.

Oneof thekey elementstothesuccessof any reforminitiativewill beto ensurethat residentsof adult
homeswhoareinneedof adifferentlevel of careareidentified and assistedinmakingthetransitionto
appropriate settings. Thoseremai ning should be afforded accessto mental health facilities/programs
focused on habilitation and recovery, not just mai ntenance.

Fundamental to adiscussion of significant changein adult homesisan understanding of the“IMD
exclusion.” Federal law and regulations prohibit federal financial participation for all services,
including medical and ancillary services, provided to residents of institutions for mental diseases
(IMDs) who are between the ages of 21 and 65. Thus, direct medical assistance (i.e., Medicaid)
paymentsto an adult hometo providepsychiatric/psychol ogical careand treatment would placeat risk
themain sourceof publicfinancing of health careservices(including hospital servicesand medications)

1Adult Homes Serving Residents with Mental Il1ness: A Study of Conditions, Services, and Regulation, New Y ork State
Commission on Quality of Care for the Mentally Disabled, October 1990.



for thispopulation. ThisexclusionreflectsbothaCongressional belief that thefunding of long-termcare
insuch settingshastraditionally been the principal responsibility of thestates, and federal concerns
about theeconomicandtherapeuticefficiency of largeinstitutions. Largely for thisreason, adult homes
do not directly provide nursing or medical services, and the laws and regulations governing and
establishing them presumethat residentsare not bedfast or in need of total assistance.

Nevertheless, giventhecritical roleMedicaid plays, thereisaneedto explorehomeand community-
based approachesto assurethat adult homeresi dentsreceive apackage of servicesthat better and more
appropriately addresstheir needs. Consideration may al so be given to supplementing those services
whichadult homesarerequiredto provide, perhapsby exploring long-term managed caredemonstration
projects.

Atthesametime, there must beafrank acknowledgment that there are actionsby somehomesand
serviceproviderswhichreflect poorly ontheentireprovider community, including, unfortunately, those
providerscommitted to providing quality services. Theremust, therefore, beacontinuing regulatory
efforttoidentify theseproviders, get them upto standard or get them out of the system.

InMay 2002, the Commissioner of Heal th established an Adult HomeWorkgroup. TheWorkgroup
includes, in addition to the Commissioner, the Commissioner of the Office of Mental Health, the
Director of the State Officefor the Aging, the Chairman of the Commissionon Quality of Carefor the
Mentally Disabled, representativesof the Attorney General’ sOffice, anadult homeresident, adult home
operatorsand arange of advocatesand other expertsin providing servicestotheindividual sserved by
adult homes.

The Commissioner charged the Workgroup with devel oping recommendationsto improvethe
coordination of necessary medical and mental health care services for adult home residents and
restructure payment systemsto support acoordinated servicedelivery system, and to explore new
model sor methodsto meet the housing, medical and mental health needsof adult homeresidents.

Thisisayear of opportunity to addressmany of thestructural problemsthat have plagued theadult
home industry for more than 25 years. This study provides background information regarding the
current layering of publicly-funded services which will assist the members of the Workgroup in
formulating specific recommendationsto respond to the Commissioner’ scharge and improvethe
quality of lifefor adult homeresidents.



INTRODUCTION

TheCommission’ s1999visitsto Ocean House Center, Inc. and theL eben Homefor Adults, both adult
homesin Queens, wherenearly all of theresidentshaveahistory of mental illness, rai sed questionsnot
only about the substandard conditionsin the homes? but al so about thetypesand quality of themedical,
nursing, habilitation and mental health services provided to the residents and paid for through the
medical assistance program (i.e., Medicaid). Oneresident, “Gloria” (apseudonym), illustrated the
problemsintheir extremes. Gloriawasseen by fivedifferent physicians, with no onecoordinating her
care. Shereceived speech therapy, occupational therapy and physical therapy authorized not by her
primary carephysician, but by another physicianwho saw her only for the purposeof authorizing those
services. Thepsychiatrist who prescribed her psychotropi c medication wasnot the same psychiatrist
who approved her mental health serviceplan. Her al coholism counsel or did not talk to her mental health
counsel or who did not talk to the psychol ogi st shewas seeing. Her annual physical did not mention that
shewasdiabetic, soit appearsthat the physician did not talk to the nurseswho gave her insulininjections
every day. Medicaid paid $90,000 for this patchwork of services, whichdidlittletoimproveGloria' s
guality of lifeor ability tofunctionindependently.

Figurel
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2.0n June 27, 2002, the operators of Ocean House were arrested and charged with stealing more than $2 million of the
facility’ s funds and turning this not-for-profit home into an instrument for personal gain. According to the charges,
more than $135,000 from a $1.4 million loan, which was supposed to have been used to renovate the home, was also
stolen to make improvements at the personal residence of one of the operators. See also, Exploiting Not-for-Profit Care
in an Adult Home, The Story Behind Ocean House Center, Inc., December 2001.

On May 3, 2001, the Department of Health ordered the suspension of the Leben Home' s operating license and installed
atemporary operator. The home, now known as the Queens Adult Care Center, is being run by new operators.
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Inaddition, observation of on-sitemental health servicesat Ocean House, provided by St. John’s
Episcopal Hospital, reveal ed that sessionswhichwerelittlemorethan early grade-school coloring
exerciseswerebilledto Medicaid at therate of $141.45for each person attending thisgroup activity.®

Withtheseexcessesinmind, alongwiththecommon question of whether the SSI rateof $28/day is
adequate compensationfor providing room, board and personal careat adult homes, the Commission
initiated a study to determine the true cost of providing services to adult home residents. The
Commission sought to determinewhether what it had seen werepracti cescharacteristic of only afew
homeswhere case management was seriously deficient, or whether therewasapattern of unsolicited,
revenue-driven servicesat many adult homescaring for personswithmental ilIness.

SCOPE OF REVIEW

Toconduct astudy of thecost and quality of theM edi cai d-funded servicesprovidedto residentsof adult
homesunder itsjurisdiction,*theCommissionchosethe 11 largest adult homesinthegreater New Y ork
City area. Inthesehomes, some 90 percent of theresidentsare personswith historiesof mental illness.
Each of these homes had a census of at |east 200, and one home had a census over 300 (Figure 2).
Together, they cared for about one-fifth of the total population of “impacted adult homes.”® The
Commissionanalyzedthecost of carefor theresidentswho had continuously residedinthesehomesfor
atleast theone-year period October 1999to September 2000, by reviewing M edicaid cost dataprovided
by the Department of Health (DOH), Office of Medicaid Management. It al so audited asampl e of
Medicaid claimsto ensure that the billings were supported by proper documentation. In addition,
Commission staff visited thehomes, reviewed the avail ablemedical and mental health recordsof 60
residents, andinterviewed providersand adult homeadministrators. Finally, the study concludedwith
areview of each home’ sfinances?®

8 Following the Commission’s findings, the state Office of Mental Health has required a new menu of groups; including,
medication management, independent living skills, relationships and others.

4 Effective August 12, 1994, the Commission was provided oversight authority under N.Y. Mental Hygiene Law §45.10
for adult homes in which 25 percent or more of the residents receive or have received services from a mental hygiene
provider.

5As of March 2002, there were 221 facilities housing 25 percent or more residents with mental disabilities which are
designated “impacted homes.”

6 One home closed during the report period. Hence, it was not visited and its finances were not reviewed.
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LAYERING OF SERVICES

TheCommission’ scurrent study concludesthat themultiplicity of servicesseen at both LebenHome
and Ocean Housewerenot aberrations. Thestudy of the servicesprovided at the sampled adult homes
reveal ed that many residentsreceived multiplelayersof servicesfromdifferent providersthat were
costly, fragmented, sometimesunnecessary, and often appeared to be revenue-driven, rather than based
on medical necessity. Theseserviceswereoften characterized by their lack of individualization. The
breadth of services-- from homehealth ai deshel ping residentsbathe and doing laundry to occupational

therapi ststeaching numbersby having residentsplay solitaireonacomputer; aswell asthevolume of
services-- withresidentsseeing primary care, specialty physiciansand other practitionersfor services
of questionablemedical necessity -- can beattributed to easy accessibility and theabsenceof agate-
keeper or service coordinator.

Although considereda“ community-setting,” somehomesappear to bemoreinstitutional innature,
with residentstreated asa* class’ rather than in accord with their capacities and characteristics as
individuals. Instead of anormalizing experiencearising out of residentsavailingthemselvesof services
in the community, practitioners were renting space from the adult home operators and regularly
providing serviceson-site. In most instances, the home had no arrangementsin placeto coordinate
services, and theresponsibility for coordinating medical serviceswasleft, by default, to residents’
private physicianswho often did not know all of the servicestheresident wasreceiving.



Services are Costly

Thelargemajority of adult homeresidentswith mental disabilitiespay for their carewith Supplemental
Security Income (SSI) benefits. Asof January 1, 2002, intheNew Y ork City area, thisamountsto $980
per month, with the state contributing $435 and the federal government $545. From these benefit
payments, theadult homereceives$858 per month ($10,296 yearly) for room, board and theservicesof
attendantsto assurethesafety and comfort of theresidents, and to hel presidentsbathe, dressand move
about. Theresidentsareentitled to retain a$122 per month personal needsallowancefor clothing,
hygiene supplies, and other amenities.

Sinceadult homesarenot health carefacilitiesand do not providemedical caretotheir residents, the
cost of these servicesisborne by Medicaid and/or M edicarethrough direct paymentsto hospitals,
clinics, physicians, pharmaciesand other serviceproviders.

TheCommissionfoundthat when M edicaid costsareaddedtotheroomandboard costs, theaverage
annual total cost wasapproximately $37,000 per resident.” Projected tothe 7,000 resi dentswith mental
illnesslivingintheNew Y ork City areaadult homes, thisequatesto morethan one-quarter of abillion
dollars each year.? Figure 3 showsthe average annual cost per resident in each of the adult homes
studied.

Figure 3
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"This figure is based on a detailed analysis of all Medicaid expenditures for 100 residents in our sample.
8Upstate Medicaid expenditures are considerably less, averaging about $8,000 per year for mentally-ill adult home
residents.



Thetotal cost of carewasdividedinto seven cost categories: room and board, homehealth care,
pharmacy costs, outpatient mental health costs, other medical costs (including nursing home,
emergency room, transportationand laboratory services), hospital inpatient mental health, andinpatient
costsfor other than mental health services. Asindicated in Figure 4, expensesfor room and board
account for slightly over $10,000 ayear, or about $28 aday. Nearly ascostly asroom and board were
the costsassociated with homehealth care. Homehealth careincludesskilled nursing services, home
health aide services and other services, such as physical therapy, occupational therapy and speech
therapy. Pharmacy serviceswerethe next most costly at about $5,400 per resident, followed by “ other”
medical servicesat $4,700 per resident.

Because nearly everyone in the sample received mental health services, it was surprising that
outpatient mental health serviceswere only about half the cost of home health care. Interestingly,
inpatient servicesfor both mental health and other reasonsweretheleast costly servicesat thehomes
studied.

Figure 4
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The Case of Cheryl

Although this study did not find another “ Gloria,” with total cost for room and board, and services
coming to nearly $90,000 ayear, the study did identify aresident, “ Cheryl” (apseudonym), whose
services (and their costs) illustrate its principal findings. Cheryl is a middle-aged woman with
schizophrenia. Sheal so hasdiagnoses of asthmaand hypertension that do not requiremedication. As
showninthedaily schedule below, Cheryl begins her day with the assistance of ahome health aide
hel ping her batheand dress. Becauseanurse must supervisethehomeheal th aide, thenurseseesCheryl
twiceamonth. Cheryl attendsan OMH-certified continuing day treatment program. Her schedul ethere
islikemany othersreviewed inthisstudy, with much of thefive-hour day devotedto socializing and
eating. Similar to Gloria, Cheryl’ spsychotropic medicationisprescribed by aprivate psychiatrist on-
siteat thehomerather than apsychiatrist affiliated with her day program.
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Figure5

A Day in the Life of Cheryl

7:00 am. HHA assists to bathe, dress and groom $15.77
7:30 am. Nursing visit - short assessment and $380.54
supervison of HHA
8:30 am. Vanrideto CDT program $23.00
9:30 am. CDT program $106.02
2:30 p.m. Van ride back to adult home $23.00
3:30 p.m. Private psychiatrist visit for management of $22.50
meds
Total: $270.83

Home Health Care Services

Asillustrated by Cheryl, home health care servicesare costly for two reasons: nursing servicesare
reimbursed at ahigh fee-for-servicerateand because home health aidesare performing housekeeping
servicesthat, by regulation, should be provided by the adult home. Infact, areview of thefive most
costly residentsinthesamplereveal edfindingssimilar tothecost patternsreported above. For threeof
thefivemost costly residents, homehealth care costsranged from $48,000 to $58,000 ayear.

Fee-for-Service Payments for Nursing Services

Skilled nursing serviceswere particul arly expensive. Nursing servicesarereimbursed on afee-for-
servicebasis, whichinthisstudy averaged $71 per service. Asindicatedin Figure6, nursing costsinthe
11 homesreviewed ranged fromalow of $61,000 ayear to ahigh of morethan $1.1 million or about
$6,000 per recipient. Inall of thehomesstudied, fewer than half of theresidentswerereceiving nursing
services. For example, at thehomewheretotal nursing servicescost over $1.1 millionayear, only 48
percent of the 200 residentswerereceiving thisservice. And, particularly important, inthehomesthat
serve predominantly personswith mental illness, the nurseswere not responsiblefor supervising the
administration of oral medications. Instead, thisresponsibility wasleft to unlicensed adult home staff,
who distribute hundreds of dosesof oral medicationseach day.



Figure 6
Total Nursing Costs by Home
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The majority of nursing services studied (56 percent) were for insulin injections for diabetic
residents. Other typical servicesincluded assistance with eye and nose drops and skin creams (23
percent), and supervision of homehealthaides (15 percent of all services). Six percent of theservices
werefor wound care. Examplesof common nursing servicesconvincingly illustratethehigh cost of fee-
for-servicebilling. If adiabeticresident needsinsulintwiceaday, Medicaidisbilled (onaverage) $142
aday. If apersonrecovering from cataract surgery requireseyedropstwicedaily, again $142isbilled
toMedicaid. Ineach of theseinstances, theM edi cai d payment wasbuying approximately 15 minutesof
anurse’ stimeat arate of almost $10 aminute.

Accordingtofederal guidelines, nursing servicesarea“ covered service” for someonewithanillness
orinjury. Homehealthaideservicesareservicesthat support any servicesthat anurseprovidesandare
part of thehomecareplan. Therefore, homehealthaideservicesarenot “ covered” unlesstheresident
isalsogetting skilled care, suchasnursing or other therapy. Inother words, personal care, likebathing,
assistanceusingthetoilet, or hel pingetting dressed, should not beaM edicaid billable servicewhenthis
is the only care needed. Yet, in Cheryl’ s case, she had no medical condition that required nursing
attentiontwiceamonth. Instead, sheonly needed hel p with housekeeping and personal care, both of
which areresponsibilitiesof theadult home. Even though no nursing serviceswere needed, Cheryl
received theseservicesat acost of approximately $160 amonth, not becauseof anillnessor aninjury,
but because anursewas needed to supervisethehomehealth careaide.

Having skilled nursessupervisehousekeeping servicesthat aretheresponsibility of theadult home
isbarred by law and regulation. Moreover, M edicaid fundscould be used moreeffectively and more
residentsservedif thecurrent fee-for-servicebilling approach for skilled nursing serviceswasrevised.
Thesame$1.1millionthat washilledfor theservicesof sevenfull-time-equivalent nursesintheadult
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home described previously could support 17 nurses at an annual cost of $65,000 each -- morethan
enough nursesto carefor all of theresidentsof thehome. Additionally, these nurses could assume
responsibility for supervision of medications, an areaof deficiency often cited by both DOH and the
Commissionduringtheirinspections.

Financing Home Health Care Aides

Inadditiontotheexpenseassociated withthecurrent systemfor providing nursing care, thehigh cost
of homehealth careisal so attributableto the use of homehealth aideswho assi st residentswith personal
careand dolight housekeeping andlaundry for them. In many instances, the servicesprovided supplant
theservicesthat by regulation should be provided by theadult home. To eraseany confusion about the
appropriate use of home health aidesin an adult home, the Department of Social Servicesreissued
guidelinestotheindustry in March 1992. Theseguidelineslimit homehealth ai de assi stanceto those
residents who need “total assistance” with grooming and bathing and/or who need assistance with
simpleteststo monitor amedical condition. Accordingtotheguidelines, personal careservicesfor
persons needing some (not total) assistance aretheresponsibility of the adult home. Specifically,
making and changing thebed, light cleaning of thebedroom and bath, and doing theresident’ slaundry
areall theresponsibility of theadult home. Inthisstudy, the Commission found that theseguidelines
werelargely ignored by adult homes, certified homeheal th careagenciesand theauthorizing physicians.

TheCommissionestimatesthat over 87 percent of thehomehealth aide servicesprovided duringthe
study period did not comply with the state guidelines and should not have been billed to Medicaid.
L ookingback to Cheryl helpstoillustratethisfinding. Cheryl’ shomehealth careplanwasaboil er-plate
plan designedfor personswholiveintheir own homeand havean aidecomeinfor several hoursaday.

Figure?
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Itincluded, for example, grocery shopping, laundry and cleaning the bedroom and bathroom; tasks
which arespecifically theresponsibility of theadult home.

Theexcerpted section of aclient assessment form reproduced bel ow indicatesthat eventhehome
health careagency recognized that assistancein bathing, toil eting, dressing and eating and assistancein
housekeeping and laundry was being provided by the primary caregiver -- inthisinstance, the adult
home. Y et, theaide performed these servicesand M edicaid washbilled accordingly.

Figure8

CHHA Client Assessment Form

37. (M0380) Type of Primary Caregiver Assistance: (Mark
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Whenthe Commi ssion questioned thehomehealth care agenciesabout theapparent disregard for
theguidelines, somereplied that they were not supplanting the servicesof thehome, but rather were
supplementingthehome’ sservicesbecause, in additionto actual ly performing thespecific service
(making the bed, for example), they wereteaching residents, so that intimethey could take care of
themselves. However, when the Commission eval uated the number of personsdischarged fromhome
health aide services, it found that the casel oadsremai ned quite steady over the one-year period, with
only ten percent of theresidentsbeing discharged forany reason other thanthat they nolonger needed
wound care. Thislow rateof discharge call sinto questiontheefficacy of thetraining component that is
reportedly adistinctivefeature of homehealth careat adult homes.

Threegroupsprofit financially when home health aidesdo thework that issupposed to bedone by
aidesand housekeepersempl oyed by theadult home: the Certified HomeHealth Care Agency (CHHA),
which supervisestheaidesand contractsfor their serviceswith alicensed homehealth careagency or
employsthemdirectly; thehomehealth careagency whichempl oystheai des; and theadult homewhich
canimproveits®bottom-line” by not hiring housekeeping staff and by collecting rent fromtheon-site
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provider. Toillustrate, the Commissionfoundthefollowing payment processat onehome: thelicensed
homehealth careagency paidtheaide$7/hr. Itthenbilledthe CHHA $12/hr for thisservice, which,in
turn, billed Medicaid $17/hr for theservice. Theadult home, meanwhile, saved $7 for every hour of
work that thelicensed homehealth ai deperformed, whichwoul d otherwisebetheresponsibility of adult
homestaff, andreceived rental incomefrom oneor both of theagencies. When projected tothesample
study of 2,100 persons, closeto $3 million in savingsannually could be achieved if this system of
providing personal carewerereformed.

Services and Cost of Mental Health Care

Cheryl attended a Continuing Day Treatment (CDT) program, typically for five hours each
weekday. Although her activitiesvaried each day, sheusually arrived at about 9:30a.m. and left at 2:30
p.m. The intervening hours (on one particular day of the week) were spent in the following group
Sessions:

Figure 9
Time Service Provided
9:30a.m.-10:30a.m. Current events, coffee, donuts

10:45a.m.-11:45a.m. Movie
12:00p.m.-1:00 p.m. Lunch
1:00p.m.-1:45p.m. Pet therapy

Cheryl’s activities at this program were not significantly different from those in many of the
programswhich Commission studied. Rather than emphasi zing core services- - definedin Office of
Mental Health regulation (14 NYCRR 587.10) as medication therapy, medication education,
rehabilitation readi nessassessment and devel opment, case management and symptomsmanagement -
- many programsoffered only about oneout of four sessionsdevotedtothesecoreactivities(Figure 10).
Themajority of theremaining timewasspentinsocial activities, breaksand meals. Cheryl and others
at OMH-certified day programsneed and benefit fromthesocial activitiesthat break their i solationand
encourageinteraction and communication; but rehabilitationisequal ly important, raising thequestion
of proportionality. Accordingtotheweekly schedule, Cheryl’ sprogram contained only three45-minute
sessionsdevoted to coreservices, contrasted with 17 “ optional” sessions.
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Figure 10

Continuing Day Treatment
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In addition to the questionable mix of services at the continuing day treatment programs, the
Commission’ sstudy rai sesconcernsabout thesystemic practiceof billingfor morehoursof therapeutic
activity than were actually provided. Typically, lunch was counted asabillable hour of serviceeven
though, inanumber of programsvisited, many peopleatelunch somewhereel se--at the corner pizza
shop, for instance. In some programs, thefirst hour of theday was spent with donutsand coffee. These
programs, however, billed for five hours of service. Based on a subset of 100 randomly chosen
individuals(fromthe2,100 personsinthestudy), itisestimated that one-third of the continuing/day
treatment Medicaid billingswerefor hoursof servicethat wereactually spent at lunch or inunstructured
social activities, such as shooting pool. The Commission estimates as much as$2 millionisbeing
improperly billed because programsdo not adheretoregulatory standards.

Unnecessary Services

Theproliferation of on-siteservicesat theadult homeshasnot, in many instances, improved the
quality of thecareprovidedtoresidents. A review of medical recordsandinterviewswith physiciansand
patientsreveal ed treatment practi cescharacteristi c of asysteminwhichtheprimary carephysicianplays
no gate-keeper roleand no other person coordinatesservices. Insomehomesvisited, whereall residents
saw their primary carephysician every month, upto 30 peoplean hour werecalled over aloud speaker
systemto cometothedoctor’ soffice. Review of themedical chartsof someof theseresidentsrevealed
no evidence of medical necessity for thevisit, and theresidentswere provided basi c assessmentsthat
could have been performed by anurse. Asdiscussed earlier, if the current fee-for-service billing
structurewasreformed, routinenursing servicesandthe® triaging” of residentsin need of moreexpert
evaluation could beprovided moreefficiently toall residentsof an adult homeat amuch |ower cost.
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Toillustrate how nursing servicesmight have been renderedinlieu of treatment by aphysician,
consider “ Joseph” (apseudonym). In February 2000, he saw aphysician who documented that hewas
“feelingwell.” Other documentationincluded hisblood pressureand weight, and anotethat hislungs
were clear and there were no problems with his heart. One month later, he was seen and again was
“feelingwell.” In April and againin May, Joseph’ s physician wrotethe samenote, “feelingwell.” In
June, Josephwastreatedfor acold.

A review of thetreatment practi cesof two specialty physiciansraised particul ar concernsregarding
thenecessity of services. Intwohomes, anallergist saw, onaverage, oneout of every threeresidents. The
administrator of oneof thesehomesreported that many resi dentsdid not know why they werereceiving
allergy injectionsevery week. Intotal, thisphysician provided carein 23 adult homesinthegreater New
Y ork City area, andfor theperiod January 2000to October 2001, billed M edicaid and M edicareslightly
morethan$1 million.

A closereview of apodiatrist’ shillingsreveal ed similar patternsof apparent over-utilizationand, in
thiscase, raised thequestion of what, if any, servicewasactually provided. During 102 half-daysonsite,
the podiatrist saw 55 percent of theresidentsat one sample homeand submitted over 1,300 claimsto
M edicaidand/or Medicareinthe 19-month period from January 2000through July 2001. Strikingly, of
the 133 residentsfor whom payment wasclaimed, three-quarterswerebilled for having oneor more
nailsremoved at acost of about $120 per procedure. However, noneof thepatients’ billing recordsshow
any follow-up careafter these surgical procedures, and the podiatrist never left instructionswiththe
homeregarding foot soaksor changing bandages. WWhen Commission staff interviewed 13 residentswho
werereported to have had oneor morenailsremoved, one person recall ed treatment for aningrown
toenail; theremainder said that the podiatrist cut their nail s, but never removed nails.®

Fragmented Services and Lack of Communication

Effectivesystemsfor communicating important information among providersof medical, habilitation
and mental health services and relevant adult home staff were absent in many of the homesvisited.
Whileeach party could describe proceduresfor relaying important informationto otherscaringfor a
resident, those personsreportedly receiving the messagesoftentold adifferent story. Far morecommon
thanregularly scheduled meetingsreviewing the statusof residents, werecallsfor help (and finger-
pointing, assigning blame) when someonewasincrisis. Particul arly glaringwasthenearly total absence
of communi cation between private psychiatristswho prescribed medicationsand theresident’ sother
mental health provider who furnished counseling and devel oped the comprehensive serviceplan.

Whileon-site, Commission staff witnessed i nattention to residentswho exhibited clear signsof
decompensation and fragmented services that resulted from the absence of clear and timely
communication. “Ray” (apseudonym) isacasein point. Prior to atwo-week hospitalization, Ray was
taking ten medications for a cardiac condition, arthritis, gastric reflux and schizophrenia. Upon
discharge, none of hiscardiac and arthritis medicationswere reordered. The untrained medication
assistance staff at the home had not recognized the significance of what had happened. Upon
guestioningtheprimary carephysician, Commission staff |earned that hewasnot awareof theproblem.
Ray wasconcurrently refusing to take hispsychotropi c medi cation, but themental health provider “had
not gotten around to” addressing theissue. Meanwhile, Ray had not been out of bed for three days,

9The Commission conducted an in-depth review of this podiatrist’s billings and has made referrals to appropriate
regulatory and enforcement agencies for whatever action they deem necessary.
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except for an occasional meal. Hewasrehospitalized theevening of the Commission’ svisitwhen he
took himself totheemergency room.

Profitability of Adult Homes

TheCommission alsoreviewed theannual financial reportsfor 1999 submitted to DOH by theadult
homesinthe sample. Thesereportssummarizethefinancial position and the operating resultsof the
homefor thefiscal period. The Commission’ sreview foundinstanceswhereoperating profitswere
hiddenthroughfal seor misleadingfinancial statements, whichincluded non-arm’ slength paymentsto
theoperator. Non-arm’ slength transactionsoften create” costs” whichinreality are* off-the-book”
profitstotheoperators.

TheCommission’ sreview of theannual submissionsto DOH revealed widevariability inreported
profits as seen in Figure 11. These reports, which are required to be audited by an independent
accountant and certified by theadult home operator ascontaining“ true, correct and complete” figures,
reported operating resultsranging fromalossof $86,000to aprofit of $421,000.

Figurel1l
Profit / Loss to Operators
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A “look-behind” the numbers, however, raised questions about some of the figures and
conseguently about theadequacy of the cost reportsthemsel ves. One home providesan exampl e of how
actual profitability can bedisguised because of inadequaciesinthe cost report, which doesnot require
full disclosureof related-party transactions. Thehome, whichreported alossonitsannual cost report,
paid$1.1 millionfor rent to acompany whichthe owner of theadult homecontrols.
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Whilethisrelationship (control of both theadult homeand therental company) isdisclosed onthe
cost report, what isnot disclosed ishow much of therental paymentisactual profit totheadult home
operator, i.e., what portionof the$1.1 millioninrentisnot committed to payment of | egitimateoperating
expensesof thebuilding, suchasmortgageinterest, real estatetaxes, and maintenance.

Theoperatorsof thishomeal sorunan Assisted Living Program (ALP), which provided nursingand
homehealth aideservicesunder acapitated feestructureto 98 residentswho need moreextensivecare.
(Seepp. 16-17for afurther discussion of the ALPprogram.) Thehomecollected $2 million (primarily
from M edicaid) for theseservicesand pai d thisamount toahomecareagency that provided theservices.
Thehome careagency isalso controlled by theadult home operator. Again, whilethisrelationshipis
disclosed onthecost reporting form, what i snot disclosed, asinthe case of therealty company, isthe
actual cost of the services provided. In this case, the cost of staff, equipment and other necessary
expensesisnot disclosed and hencetheprofit fromthisactivity isnot discernible.

Atanother home, the Commission undertook an expanded review of itsfinancesby obtaining access
tothefinancial recordsof thehomeanditsrelated- party company. What emerged wasaconsiderably
different picturethan the one presented ontheannual cost report (Figure 12).

Figure 12
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Inthisinstance, theownershad set up arelated “ employeeleasing company” to pay thesalary of
adult homestaff. Thehomedid not directly employ itscooks, aidesand housekeepers, but rather paid
theemployeeleasing company for their services. Accordingtothe 1999 cost report, thehomereported
aprofit. However, inits“look-behind” review, the Commission found that the operator actually made
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aprofit fivetimestheamount reported. Althoughthehome’ scost report showsthat $749,500 waspaid
to the employee | easing company, the leasing company’ srecords reveal ed that the actual cost for
employeeswasonly $325,226, withtheremaining $424,274 profit goingtotheoperators.

Asmentioned earlier, in the background of much of the discussion about the quality of care of
residentsand conditionsof adult homesisthe question of whether thecurrent SSI rate of $28 perday is
adequate. A full understanding of thisindustry cannot be obtained without acomplete picture of a
home’ s“profitability.” Unlessfull disclosureof related-party transactionsisrequired, itisnot possible
todiscernwhether ahome’ soperating costsareatruereflection of thecost of care. Intheabsenceof this
information, afair discussion of theadequacy of the SSI rateisnot possible.

Adult Home Rental Income

TheCommission’ sfinancial review al so examined rental agreementswhich existed betweenthehomes
and outside service providers, which included private practitioners and medical and mental health
clinics. Thereview revealed somehomeswherespacewasrented at pricesabovefair-market value. This
rai sed questionsasto whether the paymentswereaform of remuneration toinduce accessto thehomes’
residents.

Although regulations [18 NY CRR 487.7(i)(5)] state that adult homes shall “provide, without
charge, spacefor residentsto meet inprivacy with serviceproviders,” the Commissionfoundthat nine
of theten homesvisited coll ected rent ranging from $15,000 to $200,000 annually. L easesprovided to
the Commission by thehomesidentified spacel eased to private physicians; other privatepractitioners,
suchaspsychol ogists; medical clinics; mental health clinicsand CSSprograms; rehabilitationservice
providers(occupational, physical and speech therapy); and nursing and home health careagencies.

TheCommission’ sexperienceinreviewingtheoperationsof Ocean Houseand L ebenHomeal erted
ittothenecessity of gaining accesstoinformation about rental incometotheadult homefrom outside
providers of servicein order to understand a home’ sfinancial condition. Rental incomeis both a
significant source of income at some homes and, more importantly, it buys accessto the home's
residents. Exceptionally highrents, therenting of the same spaceto several providers, therenting of
common space (lounges, portionsof thedining room), therenting of non-existent office spaceand
inflated“ serviceagreements” (for tel ephoneand parking spaces, for exampl e) are practiceswhich point
tothesearrangementsasahiddenform of remunerationinreturnfor accesstothehome’ sresidents. For
example, at onehomereviewedinthestudy, an OMH-certified clinicrented spacefor $16.50 per square
foot, but acrossthehall, insimilar space, aprivate provider was paying $37 per squarefoot.
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Figure 13

Rental Income
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Other Care Models and their Financing

Somediscussionsabout how to* fix” adult homeshavefocused onthe Assisted Living Program (AL P)
asapossiblemodel to better addresstheneedsof personswith historiesof mental illness. Thisprogram
wasenacted aspart of Chapter 165 of theL awsof 1991 inresponsetotheneed for acost-effectiveoption
for Medicaid recipients needing home care and supportive housing to avoid placement in askilled
nursing facility. Participantsin the ALP are provided long-term residential care, room and board,
housekeeping, personal care, supervision and homehealth services. In 1993, DOH determined that
4,200 AL P bedswere needed for peoplewho would otherwise be admitted to nursing facilitiesfor
reasonsprimarily unrelatedto their need for skilled medical care and services. Payment for thehome
careservicescomponent isdetermined by thelocal social servicesdistrict at 50 percent of theratepaid
for nursing homecarefor apersonwiththesamelevel of disability.

Onehomeinthe Commission’ ssampleprovided servicesfroman AL Pto approximately one-third
of itsresidents(maximumenrollment is40 percent of theadult homecensus). Medicaid payment for this
ALPprogramfor 1999totaled over $1.6 million or about $16,000 per person, twotimestheaverage
homehealth carecost at other adult homes. At another homereviewed, after being certifiedasan ALP
program, thetotal revenuesof thehomeincreased by $2.4 million, whilethehome’ sexpensesfor the
ALPservicesonly increased by one-third that amount (Figure 14).
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Figure 14
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TheCommission believesthat thereissufficient reasonto study theappropriatenessof thismodel
for personswith aprimary diagnosisof mental illnessto answer such questionsaswhether residents
haveamedical need for the services, what servicesareactually being provided,
thebenefitstotherecipients, and the costsassociated withthem.

CONCLUSION

In thisstudy, the Commission found that the physical and mental health needs of residents of adult
homesareaddressed by adisjointed patchwork of publicly-funded services. Residentsareoften poorly
served, and resourcesarenot utilized cost-effectively.

Thecommonly heldview isthat only $28 per day in publicfundsisexpended to support aresident
of an adult home. However, thisstudy findsthat, when SSI and M edi cai d expendituresare combined,
almost threeand one-hal f timesthisamount, or about $37,000 ayear per resident isbeing spent overall.
Indeed, public funds are being spent on serviceswith few strings attached; i.e., servicesare costly,
fragmented, sometimesunnecessary and appear, in many instances, to berevenue-driven.

Insummary, the Commissionfound afundamentally flawed service system that addresses separate
aspectsof aresident’ slife. But thewhole, whichisgreater thantheparts, isnever addressed. Despitethe
investment of substantial public money, residentsare being short-changed when thereality of their
living conditionsand servicesisexamined.
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DISCUSSION POINTS

Many ideasfor reforming adult homeshave surfaced asaresult of thecreation of an Adult HomeWork
Group by the Commissioner of Health. Theseincludestudying the structureand funding of alternative
housing model swith wrap-around servicesand the utilization of independent service coordinatorsto
work with residents to ensure that they receive residential, health, mental health, habilitation and
recovery servicesthat are necessary and appropriatetotheir needs, asdetermined by professional care
providers, and consistent with their wishesand desires.

Based uponthisstudy, other issueswhichtheWork Group may wishto discussinclude:

First and foremost, exploring waysin which the $37,000 currently being spent could be better
utilized, including creating demonstration projects with the funding currently availableto develop
alternativesto adult homesthat promoteresponsibility and independence;

Examiningtherolesof Continuing Day Treatment Programsto better aligntheir programmatic
offeringstothereal need of adult homeresidentsfor habilitationand recovery services,

Exploringthepossibility of asinglepoint-of-accountability or gatekeeper approachtotheprovision
of servicesto adult homeresidentsto ensurethat medical servicesaredeliveredinacost-effective
manner and only when necessary; and

Increasingtheutilization of theLimited Licensed HomeHealth Care ServicesAgency (LLHCSA),
which providesamorecost-effectiveapproachto servicesand ensurestighter control over utilization of
medically necessary servicesthroughtheinvolvement of local social servicedistricts. Withregardto
nursing servicesalone, utilizationof LLHCSAscould provideafar lesscostly approachtomeetingthis
basic need, and allow for homesto have on-site professional nursing staff to monitor medication
administration systems, train unlicensed staff to assi st in medicationdistribution, providedirect nursing
servicesand monitor residents’ well-being.

Finally, based onitsreview, the Commission notesthat increased utilization of the Assisted Living
Program, asamodel for adult homesservingindividual swithmental illness, may requirefurther study.
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Copies of this report are available in large print, braille, or voice tape. Please call the
Commission for assistance in obtaining such copies at 518-381-7098.

TheCommissionon Quality of Carefor theMentally Disabledisanindependent agency
responsiblefor oversightinNew Y ork State’ smental hygienesystem. TheCommission
asoinvestigates complaints and respondsto requests concerning patient/resident care
and trestment which cannot be resolved with mental hygiene facilities.

The Commission’s statewide toll-free number is for calls from patients/residents of
mental hygienefacilities and programs, their families, and other concerned advocates.

Toll-free Number: 1-800-624-4143 (Voice/TDD)

In an effort to reduce the costs of printing, please notify the Commission if you wish
your nameto be deleted from our mailing list or if your address has changed. Contact:
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NY S Commission on Quality of Care
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401 State Street

Schenectady, NY 12305-2397

Td. (518) 381-7000 Fax: (518) 381-7045
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