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LTCCC Alert: New York Nursing Homes Profit as Residents Lose

Too many New York nursing home owners and operators are skimping on staffing and services,
profiting at the expense of nursing home residents’ basic dignity and safety! as a result of lax
monitoring and oversight. The need for greater accountability is broadly recognized, but little is being
done to ensure funds allocated for nursing home care are actually being used to provide care.

Though nursing home industry lobbyists claim razor-thin margins, reports indicate that too many
owners are using complex financial arrangements to obfuscate profits and understate bottom lines. A
Kaiser Health News analysis? found that nearly half of New York’s nursing homes hired companies
controlled by their owners — related parties — paying them well above the cost of services. These
related parties amassed $269 million in profits in 2020, despite the staffing shortages and resident
deaths. These millions in profits are on top the generous payments and loans from the federal
government during the pandemic,® as New York’s nursing home owners profited lavishly.*

In 2021, former New York Governor Andrew Cuomo signed into law modest requirements which
provide that nursing homes must spend at least 70% of gross revenues received in any year on direct
patient care, with 40% of gross revenues spent on resident-facing staff. The law also limits facility
operator’s profits to 5%. The law was deemed necessary to address the serious and persistent failure
of too many operators to provide sufficient staffing and supplies to meet residents’ basic needs.> At
the end of 2021, more than 200 New York nursing homes filed a lawsuit® against the state seeking to
stop the implementation of that new state law.” The nursing homes’ complaint disclosed the amount
of money each nursing home would have had to pay back to the state had the profit cap been in effect
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in 2019. Altogether, these facilities reported excess income of over $510 million in 2019 alone.® In
other words, the industry’s lawsuit shows that nursing homes aren’t spending enough on resident care.

Where is the money going?® Nursing homes do, in fact, receive frequent increases in funding, including
Medicaid reimbursement. Nursing home owners and operators continuously decry Medicaid rates and
go as far as to say there have not been Medicaid increases in years. In fact, New York raised its
Medicaid rate by 7.5% in 2023.%% While the industry and trade associations claim that rates are
inadequate and less than the cost of actual care, studies show that far too many operators maximize
profits'! for owners and investors while providing substandard care to residents. Unfortunately,
providers can rake in these profits because little is known about nursing home finances beyond the
unvalidated figures that facilities self-report to the government. Meanwhile, the industry continues to
receive significant investments from private equity firms, real estate investment trusts, and other
sophisticated investors. Without transparency and accountability, there is no telling whether Medicaid
rates cover the cost of care. Though the nursing home business appears healthier than ever, its clients
— the residents — suffer each day because of a lack of transparency and oversight that incentivizes cost-
cutting measures.

Too many nursing home operators flout basic standards of care — as well as human decency — so they
can maximize profits. New York Attorney General James’ recent lawsuits'? against nursing home
operators show how much money those facilities actually receive and how public funds can be diverted
to private profit.!3 The lawsuits also meticulously detail the enormous levels of unnecessary suffering,
degradation, and even death of nursing home residents while the owners and operators of facilities are
sitting on millions.

Unfortunately, these horrific practices are not just occurring in the nursing homes which Attorney
General James has sued. Who is protecting the residents in New York’s remaining 600 nursing homes?

For more information and resources on nursing home and assisted living care, visit
www.nursinghome411.org. Please email feedback@LTCCC.org with questions or comments.
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