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Preface

In accordance with its statutory responsibility to
improve the administration of mental hygiene facilities, the
Commission has conducted a review of the procedures and prac-
tices of State mental hygiene facilities to manage their resi-
dents' personal funds. Collectively, the over 2,000 State-
operated or -licensed mental hygiene facilities serve as legal
"representative payees" or directly manage over $35 million in
personal funds of approximately 40 000 residents. This review
was also initiated in concert with the Commission's mandate,
as the Governor's designated statewide Protection and Advocacy
agency, to ensure protection of the rights of persons with
mental disabilities

This report contains the findings, conclusions, and
recommendations of this review. As noted in the report, the
Commission was heartened by the strong accounting practices
for personal funds management in the wast majority of the
sample facilities reviewed. At the gsame time, the review
surfaced significant systemic weaknesses in the current.State
legal and regulatory framework for the management of resi-
dents' personal funds. The report's recommendations urge for
certain legislative, regulatory, and policy changes to remedy
these weaknesses, thereby providing adequate safeguards ¢to
protect the rights of persons with mental disabilities with

regard to their personal monies.
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Executive Summary

At any one time, over $35 million in patients'/clients'
personal funds are under the direct management of the State's
nearly 2,000 mental hygiene residential facilities, A single
large residential facility, like a State psychiatric or develop-
mental center, may manage as much as $1 million in residents'
funds at any one time, while it is not unusual for small ten-bed
community residences to be managing up to $3,000 in clients'
personal funds.

These funds, managed by mental hygiene facilities, may come
from the State-mandated personal allewance portions of the resi-
dents' Supplemental Security Income (SSI) or 0ld Age Survivors
or Disability Insurance (QASDI)., The residents’ personal funds
may also include earned income from sheltered or other enp loy-
ment, gifts from  friends or relatives, veterans benefits,
railroad retirement benefits, or other pensions.

The responsibility of facilities to manage residents' Ffunds
may be formally conferred by the Social Security Administra-
tion's (8S5A) designation of the facility as the resident's
representative payee for SSI and OASDI benefits. In other
cases, the facility, usually wupon written agrecment with the
resident or his/her representative payvee, assumes a management
responsibility for a resident's funds even though it may not be

the official representative payee.
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The management of these funds represents a major financial
responsibility of mental hygiene facilities. This responsi-
bility not only entails safeguarding residents' funds and making
them available when residents need or desire them, but also
maintaining accurate individual resident account records of
expenditures and deposits, investing excess funds and distrib-
uting earned interest to residents, assisting residents in
making appropriate decisions regarding personal funds expendi-
tures, and ensuring that funds are expended for cthe general
benefit of the resident.

Despite the magnitude of menfal hygiene facilities' manage-
ment responsibilities over residents' funds and the amount of
funds managed by individual facilities, complaints registered
with this Commission by families and advocates regarding the
management of their relatives'/elients' funds suggest limited
oversight of this responsibility by the O0ffice of Mental Health
(OMH) and the Office of Mental Retardation and Developmental
Digsabilicies (OMRDD). The Commission's investigations of the
general management of selected OMRDD licensed facilities have
also frequently revealed deficiencies in residents' personal
funds management which had gone undetected by OMRDD, In
addition, the State Comptroller's audits of State psychiatric
and developmental centers have repeatedly cited a number of
deficiencies 1in these facilities' management practices with

respect to residents' funds. These deficiencies have included:




1. disbursement of personal funds not supported by proper
authorizing signatures, sales slips, or invoices;

2, earned interest from personal funds not maximized due
to excessive balances in non-interest-bearing checking
accounts or because investments were not of tﬁe highest
possible vield;

3. errors in prorating interest earned on residents' ac-
counts;

4. failure to transfer residents' personal funds upon dis-
charge;

5. general interest funds (comprised of undistributed
interest) used for improper or unauthorized expendi-
tures; and

6. failure to deposit federal benefit checks dlrectly into
an interest-bearing account.

Finally, recent accounts in the press have surfaced the
nationwide concern of advocates that representative payee
management of individuals' federal benefits are inadequately
monitored.

In response to these concerns, and in accordance with the
Commission's statutory responsibility to advise and assist the
Governor in developing policies for improving the administration
of mental hygiene facilities, the Commission undertook a sys-
temic review of personal funds management practices of mental
hygiene facilities, The Commission's review had five specific
objectives:

1. to determine the adequacy of accounting practices for
the management of personal funds;

2. tco determine the appropriateness of investment prac-
tices for personal funds;
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3. to determine whether interest accrued from residents'
personal funds is distributed teo their accounts;

4. to determine whether there were adequate controls to
ensure the appropriateness of expenditures from resi-
dents' personal funds; and

5. to determine the timeliness of the transfer of resi-
dents' personal funds upon discharge from the facility.

The 1nitial sample of the study included 28 facilities
licensed or operated by the Department of Mental Hygiene. This
randomly selected stratified sample included facilities of dif-
ferent sizes and auspices located across the State. It included
large facilities 1like State psychiatric and developmental
centers, medium-sized facilities like large community-based ICF-
MRs and private schools for the mentally retarded, and small
facilities like community residences and ten-bed community-based
ICF-MRs. 0f this sample of 28 facilities, only 24 facilities
actually managed residents' personal funds. In the remaining 4
facilities, the residents managed their own personal funds. The
review, therefore, considered 24 facilities'’ management prac-
tices for personal funds. A total of 162 residents’ accounts in
these 24 facilities were reviewed. In addition, a detailed
audit of 33 accounts in 7 of these facilities was conducted to
deternine 1if residents actually received the supplies and
services purchased with their personal funds and whether thesge
purchases were 1in accordance with the residents' needs and

desires.
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E T A R S A T A T

The findings of the Commission's review were, in many
respects, heartening. Most significantly, the Commission noted
strbng accounting practices for personal funds among the facil-
ities reviewed. Commission staff found comprehensive, up-
to-date individual account ledgers for these funds at all facil-
ities, with appropriate authorizing signatures for withdrawals.
Withdrawals were also usually verifiable with receipts at all
but two facilities. Also significant were the sound overall
management procedures, granting residents ready access to their
funds, restricting the commingling of personal funds with
facility funds, and limiting the accruals of negative balances
in residents' accounts wherever possible, Within the general
standards of the SSA regulations and Social Services Law, the
Commission's review showed that individual expenditures from
residents’' accounts were appropriate and that group purchases
from these funds were made only on a very limited basis.
Finally, the review indicated that, with the exception of four
OMRDD licensed sample facilities, the sampled facilities were
investing excess residents’ personal funds in interest-bearing
accounts.

Notwithstanding these significant areas of sound practice,
the Commission noted several areas in need of improvement,
First, a clear statement of fiduciary responsibility for mental

hygiene facilities which manage residents’ personal funds 1is
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absent from State law and Federal SSA regulations. In addition
to this absence of a clear statement of fiduciary responsi-
bility, existing standards for personal funds management by
mental hygiene facilities are scattered in various sections of
State Mental Hygiene Law and regulations, Federal Social
Security Administration regulations, State Social Services Law
and regulations, and a myriad of State agenecies' policies and
procedures. Since none of these sources provides a comprehen-
sive listing of even basic management standards and, in some
instances, individual sources imply conflicting standards, it is
hardly surprising that the policies and practices of mental
Aygiene residential facilities for personal funds management are
variable, or that many mental hygiene providers, particularly
OMRDD community-based providers, frankly express confusion with
regard to ctheir management responsibilities. Perhaps nmnost
important, these existing standards do not extend to all
personal funds of residents managed by mental hygiene
facilities, with most standards applying only to the personal
allowance portion of «clients' 83A and SSI benefits, The many
other types of residents’ funds--including sheltered employment
earnings, gifts, and other retirement/pension benefits--often
managed by a facility are not covered by many of these
standards.

Both the absence of a clear statement of fiduciary respon-
sibility and the confusion over existing management standards in

law, regulation, and policies seriously limit the ability of

Xiv




mentally disabled citizens, their families, or advocates to take
legal recourse when they believe a facility may have mismanaged
or misappropriated clients' funds. The Commission has also ex-
perienced this difficulty when its investigations of several
facilities have surfaced mismanagement of personal funds. These
instances have included unexplained deductions from clients'
personal funds, use of personal funds for facility purposes, and
incomplete accounting records for funds, Confounded by a lack
of clarity of standards for management of personal funds, and
stymied by the absent legal fiduciary responsibility of the
facility, the Commission has been unable to pursue legal action
in these cases.

Secondly, the review noted that existing guidelines for
distributing earned interest to individual resident‘s'accounts,
stated in Mental Hygiene Law, permit a large proportion of the
earned interest not to be returned ta residents' accounts, but,
instead, to be deposited in facilities' genmeral interest Ffunds
"for the general benefit, comfort, and entertainment of the
patients in the respective facilities," (MHL §33.07(d).) Four
of the five sampled psychiatric centers and three of the four
sampled developmental centers distributed less than two-thirds
of the earned interest from pooled accounts to residents for the
period reviewed. Three of these centers distributed less than
half of the earned interest from pooled accounts.

As a result of these interest distribution guidelines, nany

State psychiatric and developmental centers have amassed large
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"general interest" funds which, at the time of this review,
typically exceeded $25,000 and ranged to amounts as high as
$130,000, Extrapolating these figures from the nine sampled
facilities to the State's 45 adult psychiatric and developmental
centers, one can estimate that, at any one time, the total
amount 1in State institutions' general interest funds exceeds
$1.7 million. While the guidelines stated in Mental Hygiene Law
for interest distribution have allowed these funds to exist, it
appears these guidelines are inconsistent with Social Security
Administration regulations which plainly state that earned
interest from SSI and OASDI funds must be considered the
property of the beneficiary (the resident) and not the represen-
tative payee. Indeed, recent audits by the Social Security
Administration of personal funds management of both psychiatric
and developmental centers stated that this interest distribution
policy of New York State's mental hygiene institutions is no
longer acceptable.*

Relatedly, further examination of the management and expen-
ditures of general interest funds for the nine sample State

facilities indicate loose management of these funds and that

*Representative Payee Onsite Review Program, NYS Office of

Mental Retardation and Developmental Disabilities, U,S., Depart-

ment of Health, FEducation, and WelFfare, March 1980, p. 20;
Representative Payce Onsite Review Program, NYS Office of Mental

Health, U.S. Department of Health, Education, and Welfare, 1978,

p. 23.
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general interest fund expenditures were largely at the
discretion of the facility director and/or other senior facility
administrators. Across the nine facilities, expenditures from
these funds totaled §$156,759 for a six-month period. While
expenditure patterns from these funds were extremely variable
among the sawpled facilities, the review alsc evidenced many
instances of expenditures for items/activities that one would
havelexpected to be covered by the facility rate (e.g., program
supplies and refurbhishing the facility). Other times, these
funds were expended for supplies and services, like spending
money for indigent residents, which clearly did not benefit the
residents’ whose funds earned the interest. In still other
cases, it was unclear whether the residents whose funds earned
the interest would have approved the expenditures.

It was also clear from the Commission's review that resi-
dents, their families, and advocates had minimal oversight over
expenditures from general interest funds. Typically, these
decisions were handled informally by a committee comprised
primarily of facility staff, Parents or bhoards of wvisitors
members* served on these coumittees at only three of the nine

facilities; and only three facilities, including two of the

*State Mental Hygiene Law (MHL §7.33 and §13.33) provides
that the administration of each State psychiatric and develop-
mental center shall be monitored by a board of visitors,
‘comprised of lay advocates and family members, appointed by the
Governer and confirmed by the Senate,
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three which.had parent or board of visitors involvement, had
formal participation of residents on the committees. The
general interest fund committees of facilities also operated
under very broad guidelines for determining appropriate expendi-
tures and, thus, exhibited a great deal of latitude in drawing
up budgets for expenditures. Although these budgets were
ultimately reviewed by Central Office of OMH or OMRDD and the
State Division of the Budget, without specific guidelines for
appropriate expenditures, these reviews tended to be perfunc-
tory.

A fourth area noted to be in need of improvement was the
investment practices of facilities for personal funds. Although
20 of the 24 facilities invested excess funds in interest-
bearing accounts, 4 facilities still maintained all excess funds
In non-interest-bearing checking accounts. Similarly, the
excessively large balances exceeding §$50,000 in low-yielding
pooled interest-bearing savings accounts appeared to be poaor
practice. In another area, the variable interest rates earned
by pooled certificate accounts suggested that some fagilities
may not have been maximizing the interest earned on pooled
accounts,

Finally, there appear to be continuing barriers to the
timely transfer of a resident's personal funds upon discharge
from a State facility. One barrier to the timely transfer of
personal funds upon discharge is the time consuming SSA pro-

cedure for reassigning the resident as direct beneficiary for
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his/her SSI or 0ASDI funds or for designating a new
representative payee. While this barrier is beyond the
facility's control, the failure of facility staff to notify the
Business Office of the resident's pending discharge as soon as
possible compounds the delay in the transfer of funds.
Especially in the case of developmental centers where discharges
are planned a long time in advance, such timely notifications
would greatly facilitate the process. Another factor which
hindered the timely transfer of funds at one of the sampled
psychiatric centers was the standard practice to place a three-
month hold on a patient's funds to ensure that all charges had

cleared the account,

Based on these conclusions, the Commission, while
recognizing that the vast majority of mental hygiene facilities
carefully manage and safeguard residents' funds, urges that the
following recommendations be implemented. These recommendations
are necessary to correct systemic weaknesses in the management
of these funds, especially among State institutions, and to
provide a legal framework to allow mentally disabled citizens,
their tamilies, and advocates to pursue appropriate legal action
when they believe ypersonal funds have been mismanaged or mis-

appreopriated.
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(1) Mental Hygiene Law should be amended to include a clear
statement of the fiduciary vresponsibility of State-
operated or -licensed mental hygiene - facilities which
serve as representative payees for residents' funds or
which assume management responsibility over these
funds. The amendment should pertain to all funds of
the residents, so managed by the facility, regardless
of the source of these funds. In addition, OMH and
OMRDD should develop regulations stating comprehensive
standards for this fiduciary responsibility of facili-
ties. These standards should include, but not neces-

sarily limited to:
* Resident's funds managed by a facility must be
expended only for supplies and services which
personally benefit the resident:

Residents nust have reasonably ready access to funds
managed by a facility and, in all cases, must have
access to these funds within regular working hours
of the facility's operating agency;

Facilities which serve as the representative payee
for a resident's funds, must ensure that expendi-
tures from a resident's funds are in accord with the
resident’s desires as they can best be ascertained
and in his or her best interests;

Facilities which manage a resident's funds, but da
not serve as a representative payee for the resi-
dent, should assist the resident in making appro-
priate expenditures from his/her funds, consistent
with the resident's needs and desires, to the extent
pessible;

The State-mandated personal allowance portion of a
resident's federal benefits managed by a facility
must be limited to services and supplies which
personally benefit the resident and which are not
included in the facility rate;:
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(2)

Residents' funds wmanaged by a facility must not be
commingled with facility tunds;

Individual account ledgers must be paintained for a
resident's funds, identifying all withdrawals and
deposits, and containing appropriate authorizing
signatures. These ledgers 1itmst be available for
review and auditing, upon request, by the resident,
his/her legal guardian, OMH/OMRDD, and the
Commission on Quality of Care;

Where the resident is incapable of purchasing items,
receipts must be maintained by the facility for all
expenditures exceeding $5;

A resident's funds managed by a facility, not re-
quired for his/her current needs (exceeding $150),
must be maintained in preferred insured ipteresct.
bearing accounts, and all earned interest s T
become the property of tne resident;

Upon discharge of a resident, a facility must ensure
the prompt transfer of the resident's funds to the
resident or his/her new representative payee. 1f
the designation of a new representative payee, ar
any other circumstances, delays the transfer of a
resident’s funds at the tine of discharge, the
facility is obliged to ensure that the resident has
ready access to bhis/her funds. Such arrangements
must be specified in the resident's discharge plan.
OMH and OMRDD should revise State regulations governing
all residential care modalities to include a comprehen-
sive statement of the services and supplies to be pro-
vided by tne facility out of the proceeds of its rate
payment, and of the services and supplies which may be
chargeable to the resident ocutside of rthe Facility
rate. Prior to admission to the facilicy, che resident
or his or her guardian or representative payee should

gign a contract based on rthnese regulations, clearly
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(3)

(4)

specifying the services and supplies included in the
facility rate and those chargeable to the resident.

OMH and OMRDD should take steps to discontinue general
interest funds and to distribute all earned interest
from pocoled accounts to individual <¢lient accounts.
Accordingly, §33.07 (c){(d) of Mental Hygiene Law, which
state interest distribution guidelines for residents'
funds and which allow the Commissioner to authorize
directors to expend undistributed interest from resi-
dents' funds for the general benefit of facility
residents, should be repealed. Recognizing, however,
that a precipitous change in the interest distribution
guidelines could have a deleterious effect on resident
care and, particularly, on indigent patients of OMH
facilities, the Commission recommends that 1in rthe
course aof the coming year OMH and OMRDD develop alter-
nate means of funding services and supplies now funded
by general intevest funds and within a one-year period
discontinue the practice of maintaining general
interest ftunds.

Pending the abolition of general interest funds,
revised and more cowmprehensive policies and procedures
should be issued and enforced governing the management
of general interest funds. At & minimum, these

policies and procedures should:
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(5)

(6)

(7}

* Forbid expenditures for supplies and services in-
cluded in the basic facility rate or for the general
upkeep and renovation of the facility,

* Allow expenditures from the general interest funds
only for services and supplies which directly
benefit the residents, and disallow expenditures for
services and supplies which are included in the
facility rate; and

Ensure a viable role for boards of visitors, other
family advocacy groups, and residents in decision
making over the expenditures from general interest
funds.

OMH and OMRDD should issue guidelines to all licensed

and operated facilitiegs for the investment of excess

funds in interest-bearing accounts. These guidelines
should ensure that excess funds are invested in
interest-bearing accounts, and, also, that these

investments provide for the maximization of earned
interest to client accounts.

OMH and OMRDD should reinforce the requirement that all
licensed facilities be required to maintain receipts of
personal fund expenditures, During routine certifica-
tion reviews, OMH and OMRDD should monitor compliance
with this requirement.

OMH and OMRDD should review and revise the procedure of
State facilities to allow for the more timely transfer
of a resident's funds upon discharge from a facility.
Theée revised procedures should ensure that there are
no mandated delays of more than thirty (30) days for

the release of such funds. They should also require
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the immediate notification of the Business Office of a
resident's pending discharge, and the immediate negoti-
ations with the Social Security Administration to re-
evaluate the resident as direct beneficiary of his or
her benefits, or to establish a new representative

payee.

ok % % ok w0k & % %

A draft copy of this report and 1its recommendations has
been shared with the Office of Mental Health, the Office of
Mental Retardation and Developmental Disabilities, and the State
Department of Social Services. These agencies' written

responses to the draft report are included in Appendix A.
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CHAPTER I

Overview of the Study

At any one time, over $35 million in patients'/clients'
personal funds are under the direct manapgement of the State's
nearly 2,000 mental hygiene residential facilities. A single
large residential facility, like a State psychiatric or develop-

mental center, may manage as much as $1 million in residents’

funds at any one time, while it is not unusual for small ten-bed
community residences to be managing up to 383,000 in clients'
personal funds.

These funds, managed by mental hygiene facilities, may come
from the State-mandated personal allowance portions of the resi-
dents’ Supplemental Security Income ($SI) or Old Age Survivors
or Disability Insurance {(QASDI). The residents’ personal funds
may also include earned income from sheltered or other employ-
ment, gifts from friends or relatives, veterans benefits, rail-
raad retirement benefits, or other pensions.

The actual amount of personal funds which accrues to resi-
dents varies depending on their living situation and benefits.
Some may receive only the State-mandated personal allowances
from SSI or OASDI. Others may also have other sources of per-
sonal funds income. In addition, the State-mandated personal

allowance rate depends on the type of residential facility in




which a client lives. As shown in Table 1 , these amounts range
from 825 a month for an SSI eligible resident of an intermediate
care facility for the mentally retarded (ICF-MR), to $58 a month
for an SSI recipient in an Qffice of Mental Health (OMH) conm-
munity residence.

Management of Personal Funds

Residents living in a mental hygiene facility may manage
their own personal funds. Alternately, and more typically in
most facilities, the facility plays a significant role in
managing a resident's personal funds. The facility's authority
to manage a resident's personal funds may be formally conferred
by designation of the facility as the resident's "representative
payee” for 881 or 0ASDI benefits. Although it 1is the stated
policy of the Social Security Administration (SSA) that every
beneficiary has the right to manage his or her own benefits, the
58A regulations also provide that some beneficiaries, due to
mental or physical condition or due to youth, may be wunable to
do so [20 CFR §8§404.2001(b) and 416.601(h)].

In these latter cases, a representative payee will be
appointed to manage a beneficiary's benefits. This representa-
tive payee may be the facility director. In other cases, SSA
may appoint a relative or a friend as the representative payee
or may decide that, despite the resident’'s mental disability, he
or she is capable of managing the benefits. 1In these cases, the

facility may still play a significant role in managing a




Table 1. PERSONAL ALLOWANCE RATES FOR O0ASDI
AND SSI BY TYPE OF MENTAL HYGIENE FACILITY

Types of facilities 0AsDpI? ss1é
OMRDD FACILITIES
ICF-MRs $28.50 $25.00
Community residences 55.00 55.00
Private schools for the _
mentally retarded 30.00 30.00
OMH FACILITIES
Psychiatric centers 28.50 25,00P
Community residences 20.00 58.00

4Certain residents may be eligible for both OASDI and

581 benefits.

bOnly available for patients under 22 years of age or

65 years of age and over.




resident's persomal funds if the resident or his or her repre-
sentative payee asks the facility to manage these funds.
Indeed, New York State Social Services Law pfovides that each
regsidential facility shall, for each resident, offer to estab-
lish a separate account for the personal allowance [SSL §131-
o(2)].

Standards for the management of a residen&'s personal funds
can be found in Social Security Administration regulations at
the Federal level, and Social Services Law and regulations, and
Mental Hygiene law, regulations, and policies and procedures at
the State level. The jurisdiction for each of these separate
sets of standards is different and overlapping. S$SA regulations
provide standards fdr the representative payee's responsi-
bilities and duties for total SSI and OASDI funds. Social
Services Law and regulations govern the management of the
personal allowance portion of SSI and OASDI benefits for resi-
dents of some, but not all, mental hygiene residential facili-
ties. The mental hygiene facilities technically covered by
Social Servieces Law and regulations include licensed community
residences, private schools for the mentally retarded, and
family care homes. At the same time, both the Q0ffice of Mental
Health and the Office of Mental Retardation and Developmental
Disabilities have applied Social Services standards to their
other facilities, including psychiatric and developmental
centers and community-based intermediate care facilities for the

mentally retarded.




Mental Hygiene Law contains only one brief reference to
personal funds. Section 33.07, "Care and custody of the per-
sonal property of patients," affirms patients' rights to retain
their personal property, and states that personal property taken
into temporary custody for the patient's protection shall be
used for the support or benefit of the patient or shall be con-
served for his benefit. This section of law also clarifies that
if a patient is transferred, his personal funds shall be trans-
ferred with him, The final issue addressed in law is the dis-
tribution of interest to client accounts. The law states, "Any
interest on money received and held for the patient in multiples

of one hundred dollars shall be the property of the individual

patient and shall not accrue for the general welfare of gll
"patients in department facilities.” [MHL §33.07(c), emphasis
added., ] The law adds that the Commissioner may authorize the
directors of department facilities to expend the interest ac-
crued on monies of patients which are not accounted for by the
above interest distribution guideline.

Mental Hygiene regulations also contain only brief refer-
ences to the management of personal funds. One reference
basically restates the section of Mental Hygiene Law discussed
above {14 NYCRR 15.1]. The regulations governing community
residences for the mentally ill specify that a minimum of $50 in

unearned income frow the resident's SSI  benefits and other




sources must be set aside for each resident's personal allowance
[14 NYCRR 586.5]. Another subsection of regulations governing
ICF-MRs briefly identifies record keeping requirements for
personal funds in these facilities, including the requirenent
for the maintenance of receipts.

In addition to the above references, both OMH and OMRDD
have numerous pages of policies and procedures governing the
technical accounting practices for personal funds in State
psychiatric and developmental centers, These procedures cover
how account records should be maintained, how transactions
should be made and recorded, and the requirement for maintaining

receipts, among many other accounting details. The Institution

Business Manual also outlines the specific interest distribution

guidelines pursuant to §33.07(¢c) of the Mental Hygiene Law,
discussed above. (Recently, OMH has revised this Institution

Business Manual with publication of a new Administrative Support

Procedures Manual.)

In short, Mental Hygiene Law and regulations do not contain
any comprehensive reference to the manapgement of perscnal funds.
Simultaneously, the numerous pages of OMH and OMRDD policies and
procedures focus primarily on technical accounting details and
also fail to provide comprehensive basic guidelines for the
management of personal funds. As a result of these gaps in
Mental Hygiene Law, regulations, and policies and procedures,

the legal base for management puidelines for personal funds in




mental hygiene facilities remains the SSA regulations and New
York State Social Services Law and regulations. It is important
to clarify the essence of this legal base.

S5A regulations spell out four responsibilities of a

representative payee:

(1) To use the payments he or she received only for the
use and benefit of the beneficiary in a manner and for
the purposes he or she determines under the guidelines
of SSA to be in the best interests of the beneficiary;

(2) To notify SSA of any event that will affect the amcunt
of benefits the beneficiary receives or the right of

the beneficiary to receive benefits;

(3) To submit to SSA, wupon request, a written report
accounting for the benefits received: and

(4) To mnotify SSA of any change 1in the representative
payee's circumstances that would affect the perfor-
mance of the payee's responsibilities [20 CFR
§§404.2035 and 416.635].

These regulations further state that a beneficiary's SSI
and OASDI benefits are to be used for current maintenance. They
claborate that current maintenance may include institutional
(residential) care and that, in these cases, expenditures can
also be made which will aid in the beneficiary's recovery or re-

lease from the institution. The representative payee may also

use the beneficiary's benefits, if all current maintenance needs

are met, to support legal dependents or to meet claims from
creditors [20 CFR §§404.2040(b) and 416.640(b)]. (Emphasis
added.)

Federal regulations also require that if payments are not
needed for the above purposes, the representative payee must

invest them on behalf of the beneficiary. The regulations state




that "any investment must show clearly that the payvee holds the
property in trust for the beneficiary” [20 CFR §8§404.2045(a) and
416.645(a)]. Preferred investments for excess funds are U.S.
Savings Bonds and deposits in an interest-or dividend-bearing
account in a bank, trust company, credit union, or savings and
loan association which is insured under either Federal or State
law. The regulations <clarify that the interest or dividends
which result from an investment are the property of the bene-
ficiary and may not be considered the property of the represen-
tative payee [20 CFR §8404.2045(c) and 416.645(e)]. Signifi-
cantly, the interest distribution guideline stated 1in Mental
Hygiene Law and clarified in the department's policies and pro-
cedures is not consistent with this provision. According to
this SS5A regulation, all interest must accrue to the benefi-
ciary, while Mental Hygiene Law allows facilities to distribute
only a portion of this interest using a specified interest dis-
tribution guideline, and for the Commissioner to authorize
facility directors to expend the remaining interest "“"for the
general benefit, comfort, and entertainment of the patients in
the respective facilities.” [MHL §33.07(e)(d).] (This issue is
discussed later in the report; see pp. 36-41.)

Finally, in terms of liability for misuse of benefits by or
a means of recauping such wonies from representative payees, SSA
regulations are unclear. The regulations unequivocally disclain

that SSA has any liability to the beneficiary beyond making the




correct payment to a representative payee. Yet, the same
regulation equivocally states that the payee "may" be liable for
misuse without further specification of the iegal basis, the
extent, potential penalties, or a procedure for recoupment of
misspent funds of a beneficiary. Recent federal and state court
decisions have also cited this deficiency in federal S$SA
regulations.¥

Social Services Law, directed only toward the management of
.the State-mandated personal allowance portion of the SSI or
OASDI benefits by certain licensed mental hygiene facilities,
identified above, further elaborates on the facility's manage-
ment responsibilities over this portion of a resident's personal
funds. According to law, the facility must provide a statement
‘upon request of the resident, or at least quarterly, setting
forth deposits and withdrawals, and the current balance of the
account, The facility must alsc guarantee that the residents'
personal allowance funds are not used for supplies or services
covered by law, regulation, or agreement in the facility rate.
The facility is also required to specify in writing its agree-
ment with the residents to manage their personal allowance and

to ensure that personal allowance funds are not mingled with

*See Abrams v. Schweiker, 543 F. Supp. 589 (N.D. Ga. 1982);
Jordan v. Schweiker, 14 Clearinghouse Review 27, 212 (Deccember
1982) (pending litigation); and Andrews v. Mensh, 100 Misc, 2d
79, 418 NYS 2d 597 (Sup. Ct. 1979),
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facility funds. Social Services Law also clarifies that OMH and
OMRDD, as agencies with supervisory responsibilities over resi-
dential facilities, "shall at the time of any inspection of such
a facility inquire into the furnishing and accounting for resi-
dent personal allowances, and shall report any violations or
suspected violations of this section to the department” [SSL
§131-0(5)].

Social Services Law further states that a resident may seek
punitive damages if a facility fails to comply with the pro-
vision of the law.

Any individual who has not received or been able to
control personal allowance funds to the extent and in
the manner required by this section wmay maintain an
action in his own behalf for recovery of any such funds,
and upon a showing chat the funds were intentionally
misappropriated or withheld to other than the intended
use, for recovery of additional punitive damages in an
amount equal to twice the amount misappropriated or
withheld. . . . [8SL §131-0(3)].
Another section of Social Services Law adds, that in addition to
any damages or civil penalties, any person who intentionally
withholds a regsident's personal allowance, or who demands, bene-
ficially receives, or contracts for payment of all or any part
of a resident's personal allowance in satisfaction of the
facility rate for supplies and services shall be guilty of a
Class A misdemeanor. Any person who commingles, boerrows fron,

or pledges any personal allowance funds required to be held in a

separate account shall also be guilty of a Class A misdemeanor
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[SSL §130-0(9)]. It should be mnoted that this facility
fiduciary responsibility stated 1in State Social Services Law
applies only to the personal allowance portion of residents' SSI
and OASDI benefits and mnot to other funds managed by the
facility.

Together Federal SSA regulations and Social Services Law
and regulations serve as the basic legal standards for the man-
agement of personal funds derived from SSI and O0ASDI benefits.
Briefly stated, these standards include requirements that:

(1) Personal funds are to be used to benefit the benefi-
ciary;

(2) Representative payees or facilities managing a resi-
dent's personal allowance must keep accurate, separate
accounts of these funds for each resident;

(3) Personal funds may not be commingled with facility
funds;

(4) State-mandated personal allowance portions of a resi-
dent's SSI or OASDI benefits may not be used for
supplies or services covered by the facility's
customary charges; and :

(5) Excess personal funds must be invested in preferred,
insured interest-bearing accounts and the interest

dccrued wmust be considered the property of the
beneficiary.

Within these general requirements, facilities have con-
siderable discretion, however, on how to spend a resident's
personal funds. This discretion is compounded by the fact that

most facilities do not have a written list of supplies and
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services included in the facility rate.* Therefore, most facil-
ities are guided solely by their interpretation of the general
reguirement that personal funds are to be uSed for the benefit
of the beneficiary. It is also important to emphasize that the
provisions of State Social Services law and regulations, regula-
tions, apply only to the personal allowénce portion of a resi-
dent's SSI or 0ASDI benefits and not to other resident funds and
that these provisions are legally binding for only some types of
mental hygiene facilities, notably, not including State psychi-
atric and developmental centers or community-based ICF-MRs.

Rationale and Purpose of the Study

The purpose of this study was to examine the adequacy of
management practices over personal funds in residential faecil-
ities for the mentally disabled. The study was initiated in re-
sponse to a number of complaints to this Commission from parents
and advocates regarding the management of personal funds. It
was also spurred by the findings of several Commission investi-
gations into more generalized complaints about the quality of
care which revealed deficiencies in personal funds management.

Finally, the initiation of the study reflected the repeated

*An earlier Commission report, Profit vs Care: A Review of
the Greenwood Rehabilitation Center, 1Inc. (March 1981), also
noted the failure of this private school for the mentally re-
tarded to specify the supplies and services to be provided to
residents in the facility rate.
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criticism that the State Comptroller has leveled at State
psychiatric and developmental centers in the past several years
for the management of personal funds.* 1In reviewing these Audit
and Control reports, the Commission noted several areas of
recurring problems. These included:

(1) Disbursements of personal funds not supported by
proper authorizing signatures or sales slips or
invoices;

(2) Earned interest from personal funds not maximized due
to excessive balances in non-interest-bearing checking
accounts or Dbecause investments were not of the

highest possible yield:

(3) Errors in prorating interest earned on residents'
accounts;

{4) Failure to transfer residents' personal funds upoen
discharge;

(5) General interest fund (comprised of undistributed
interest) used for impreper or unauthorized expendi -
tures; and

(6) Failure to deposit Federal benefit checks direectly
into an interest-bearing account.

These recurring deficiencies, together with the findings of
the Commission's investigations, highlighted a need for a

general review of the management practices aver personal funds.

*See, for example, Flnanc1al and Operating Practices,
Central Isllp Psychiatrie Center (Audit ~ Report NY-ST-13-77);
Financial and Related PracLLLcs Bronx Developmental Center
(Audit Report NY-ST-16-80): Financial and Related Practices,
Kingsboro Psychiatric Center (Audit Report  TWY-ST-1T-78);
Financial and Related Practices, Creedmoor Psychiatric Center
(Audit Report NY-ST-1-79); Financial and Related Practices,
Middletown Psychiatric Center (Audit Report AL-ST-24-80) ;

Financial and Related Practices Hudson River Psychiatric Center
(Audit Report AL-8T-1-77).
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The Commission's review had five specific objectives:

(1) to determine the ade%uacy of the accounting practices
for the management of personal funds:;

(2) to determine the appropriateness of investment prac-
tices for personal funds;

(3) to determine whether interest accrued from residents'
personal funds is distributed to their accounts;

(4) to determine whether there were adequate controls to
ensure the appropriateness of expenditures from resi-
dents' personal funds; and

(5) to determine the timeliness of the transfer of resi-
dents' personal funds upon discharge from the
Facility.

The review also included a selective audit of regsidents'
accounts to determine if the residents actually received the
services and supplies purchased with their personal funds and to
determine if these purchases were in accordance with the resi-

dents' needs and desires.

Methodology for the Study

The initial sample for the study included 28 facilities
licensed or operated by the Department of Mental Hygiene, This
stratified sample included facilities of different sizes and
auspices located across the State. Five psychiatric centers,
five OMH licensed community residences, four developmental
centers, four privace schools for the mentally retarded, four
OMRDD licensed community residences, four small community-based
ICF-MRs, and two large community-based ICF-MRs were included in

the sample. With the exception of the large ICF-MRs, one
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tacility of each type was selected from each OMH or OMRDD
region, respectively. Due to the smaller number of large ICF-
MRs (only ten statewide) and their concentration in the down-
state area, only two large ICF-MRs were inecluded  im the
study.

Of this sample of 28 facilities, only 24 facilities
actually managed residents' personal funds. In the remaining
- four facilities, three OMH community residences and one small
ICF-MR, the residents managed their own funds. The review,
therefore, considered 24 facilities' management practices for
perscnal funds.

Data collection for the study was accomplished during a
one-day site visit to each facility, a one- or two-day site
visit to selective sample facilities to conduct the follow-up
audit, and telephone interviews with facility staff. During the
one~day site visit, Commission staff:

Interviewed the facility's business manager or other
deSLgnated staff to obtain information on the facil-
ity's management practices for personal funds;

Reviewed a random sample of current accounts to ascer-
tain the adequacy of accounting practices;

Reviewed a sample of discharged accounts to determine
the timeliness of the transfer of funds upon the resi-
dent's discharge;

Examined the faCLILty s investment and interest dis-
tribution practices for residents’ personal funds; and

Reviewed individual and group expenditures from resi-
dents' accounts and the general interest fund.
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The site visits to conduct the follow-up audits entailed an in-
depth examination of selective account ledgers and receipts;
interviews with the primary facility staff person, the resident,
and, where appropriate, the next of kin; observation of the
clients’ opossessions; and closing interviews with facilirty
staff.

Follow-up telephone interviews were also held with the
business manager or other designated staff to obtain more
information on the management of general interest funds for
those facilities which maintained such funds. All data col-

lected were recorded on a uniform study instrument,

* ok %k ox ok % % W %

The findings of the Commission's review are reported in
Chapter I1I. Chapter 11l presents the review's conclusion and

recommendations.




CHAPTER I1I

Management Practices for Personal Funds

The Commission staff reviewed the management practices for
personal funds employed by 24 of the 28 sampled facilities which
managed residents' fundg. The remaining four facilities
- selected in the Commission's random sample reported that they
did not manage any residents' funds. Seventeen (17) of the 24
sampled facilities reviewed served as representative payees for
more than half of their residents. All but one of these 24
facilities actually managed the funds of more than half of their
residents.

The findings of the Commission's review of personal funds
management practices are reported in this Chapter in six sub-
sections:
* Overall Management and Accounting Practices
Management of Individual Accounts
Investiment Practices

Distribution of Interest

Appropriateness of Expenditures from General
Interest Funds

Timeliness of the Transfer of Residents' Funds
Upon Discharge

Overall Management and Accounting Practices

Review of the 162 sampled accounts ia the 24 sampled facil-

ities revealed generally sound overall accounting practices,
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Many of the deficiencies cited in previous Audit and Control
reports either were not noted at all or were noted considerably
less often than they were cited by the Comptroller. The review
found that all facilities had procedures for residents' access
to funds and that these procedures generally allowed residents
to access their funds within 24 hours. The process of request-
ing funds, whether through written or verbal requests, was
reportedly almost always initiated by the client. The only ex-
ception to this policy was the situation where clients were too
low functioning to make such requests. In these cases, the
staff made purchases for clients based on their needs. This
practice occurred primarily in facilities serving persons with
severe and profound mental retardation, including all four
developmental <centers, two private schools, one small ICF-MR,
and both large ICF-MRs. |

All facilities also maintained residents'’ personal funds in
separate accountg, assuring that these funds were not commingled
with facility funds. Accurate records of the names of the resi-
dents' representative payees were also always maintained.
Finally, the Commission staff found the individual ledgers of
the reviewed accounts to be wup-to-date. The ledgers always
included the date, amount, and source of deposits, as well as
the date, amount, and type of expenditures. Staff also found
that withdrawals were always supported by authorizing signatures

on the ledger or on the withdrawal form.
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The maintenance of receipts to verify purchases was also
the general practice, Withdrawals from residents’' personal
funds were also always verifiable with receipts at 15 of the 24
facilities. These 15 facilities were the larger facilities 1in
the study's sample, the psychiatric centers, the developmental
centers, the private schools, and the large ICF-MRs. They were
usually present (at least 80 percent of the time) at 7 facili-
ties. At the 2 remaining facilities, one OMH and one OMRDD
licensed community residence, receipts were, however, only
maintained for major or unusual purchases,

Only 5 of the 162 sampled accounts showed negative
balances. These negative balances were noted at only four
facilities: one private school for the mentally retarded, two
OMRDD licensed community residences, and one large ICF-MR. One
of the negative balances was negligible (8$2.98), while the
remaining four resulted froum actions beyond the control of the
facility. Twa of the larger deficits had resulted because
clients had been denied SSI eligibility. One other large
deficit resulted because the father of the client, whoe served as
representative payee, would not reimburse the agency for the
client's expenses from his $SI funds. Another significant
deficit had resulted due to a ‘large medical bill which the
regsident had upon admission to che facility. 1In accordance with
SSA regulations, only sma}l amounts of the resident's personal
allowance not needed for current maintenance were being applied

to pay off this bill each month.
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In symmary, all facilities had adequate procedures allowing
residents’ access to funds and appropriate practices for main-
taining separate, up-to-date ledgers for residents' accounts.
The records reviewed also showed that accurate records were
maintained of the names of the residents' representative payee,
that authorizing signatures for withdrawals were present, and
that care had been taken to avoid negative balances in resi-
dents' accounts whenever possible. The only area of accounting
practices which evidenced a need for improvement was the main-
tenance of receipts for expenditures. While this was a rela-
tively small problem at seven facilities, two facilities rarely
kept such receipts to verify expenditures.

Management of Individual Accounts

The Commission's review also included an examination of the
appropriateness of the management of individual accounts. This
examination included a review of the types of expenditures from
162 randomly selected accounts from the 24 facilities, as well
as a selective audit review of 33 accounts from 7 of the 24
facilities, The purpose of the general review of the 162
accounts was to determine the appropriateness of individual and
group purchases from individual accounts. The selective audit
of 33 accounts allowed a more in-depth accounting of whether
residents actually received the supplies and services purchased
with their personal funds and whether these purchases were

consistent with the residents' needs and desires.
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This review had one important limitation. Due to the very
general guidelines regarding appropriate expenditure from these
funds delineated in Federal $SA regulations, which require only
that these funds be spent for the benefit of the beneficiary, it
is difficult to declare definitely what is or is not an appro-
priate expenditure. The requirements of Social Services Law,
which identify only those expenditures not included inm the
facility rate as appropriate for personal allowance funds, are
more restrictive. At the same time, it was difficult to evalu-
ate compliance with this requirement since there is no parallel
requirement that facilities specify in writing the services and
supplies covered by the facility rate, Only 3 of the sampled 28
facilities' procedures contained this information in their
written procedures. As a result of this limitation, the
Commission's review of the 162 accounts was restricted to the
apparent appropriateness of the expenditures in terms of the re-
sidents' needs and their exclusion from the basic facility rate.
In the cases of the 33 accounts selected for a wmore in-depth
audit, Commission staff also reviewed residents’ treatment plans
when expenditures appearaed inappropriate for their needs.

* General Review Findings

The review of individual expenditures from residents’
dcecounts revealed that there were few questionable expenditures.
In all facilities, spending money for use in vending machines,
community stores, cigarettes, and other small, miscellaneous

personal items was recorded in all accounts. Other commonly
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recorded exbenditures in at least half of the sampled facilities
were clothing and recreation. Expenditures for personal care
(haircuts, etc.), gifts for dthers, and meals off-site were also
commonly cited in the accounts of 40 percent of the facilities.
Review of the accounts in the sampled facilities also revealed
that the pattern of expenditures from individual accounts within
a facility was generally consistent. More clearly, most resi-
dents' aceounts within the same facility showed similar expendi-
tures. It was rare to find unique expenditures among residents
within the same facility, and when these were noted (e.g., long
distance phone calls, stereo equipment) they always appeared
reasonable based on the facility's determination of the
residents' needs.

The few questionable expenditures were generally for items
or services which most facilities included in their basiec facil-
ity rate. These expenditures were noted in only a few facil-
ities and were found only in OMH and OMRDD licensed (versus
operated) facilities. For example, one private school for the
mentally vretarded charged accounts for wet laundry, and two
schools charged acecounts for dry cleaning, One other private
school located in a rural area, where it is allegedly difficult
to access Medicaid providers, commonly charged residents' ac-
counts for medical care expenses, One OMH community residence
charged residents for all_local telephone calls which had to be

placed wusing a pay phone. Two OMRDD licensed cowmunity
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residences billed residents' accounts for routine transportation
to day programs.

It should be emphasized that these expenditures were not
necessarily inappropriate. All were clearly for the benefit of
the resident. They are only questionable in that most facili-
ties 1included the costs of these items and services in the
facility rate and that they, thereby, were not usually charge-
‘able to a resideht's personal funds.

The review of group purchases from residents' personal
funds revealed that only one-fourth of the 24 sampled facilities
had expended personal funds for group purchases during the past
year. It also revealed that even among these 6§ facilities there
were generally few group purchases and that most such expendi-
tures funded communal recreational and entertainment activities.
At one psychiatric center, residents shared in the cost of a
party. At one developmental center, residents shared in group
purchases of grooming supplies and Christmas and building deco-
rations. Among three private schools, group purchases were made
for handbells for pgroup music, donations for a music festival
held by the agency, canteen costs, a party, and a special agency
holiday fund. One OMRDD community residence made group pur-
chases from residents’ funds for birthday gifts, cable TV, and a
Christmas tree.

Like the fudividual expenditures from resident funds, the

Commission found that the group purchases appeared to be for the
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general benefit of the residents. At the same time, the degree
to which residents participated in decision making for group
purchases was not always apparent and, in some cases, it
appeared such decisions were made primarily by facility staff.
It also appeared that same group purchases (e.g., grooning
supplies, building decorations, handbells for music) were for
items which could have reasonably been considered for purchase
out of the facility's operating expenditures. It was note-
worthy, however, that the practice of making group purchases,
which could potentially limit a resident's autonomy over the
expenditure of his or her personal funds, was very limited.

* Audit Findings

Although it was not possible for the Commission to audit
resident accounts at each of the facilities included 1in the
initial sample due to a shortage of staff resources, accounts
were audited at one selected sampled facility in each of the
seven residential modalities included in the original sample
(i.e., psychiatric center, OMH community residence, develop-
mental center, private school for the mentally retarded, OMRDD
community residence, small ICF/MR, and large ICF/MR). The
Facility with the largest number of clients and/or the gpreatest
amount of personal funds within each modality was selected for
the follow-up audit sample.

Six clients'/patients' accounts were selected for each

sample facility with 50 or more clients/patients. Threae
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clients’'/patients' accounts were selected for each sample
facility with fewer than 50 clients/patients. The saupled
accounts were selected randomly; however, any randomly selected
accounts not meeting the following criteria were rejected from

the sample and another account was randomly selected:

* the patient/client must have resided in the facilicy

for at least three months; and

in the three-month period, the patient/client must have
expended at least 560 on three purchases, excluding
spending money.

A total of 33 randomly selected accounts were audited.
The audits, conducted on site at the sample facilities,

entailed the following activities:
* identifying the services/supplies purchased by the

resident in the preceding three months (type of

services/supplies by amount of the expenditure);

interviewing the resident, if possible, to verify re-
ceipt of services/supplies purchased, to evaluate the
appropriateness of expenditures, and to determine the
resident's role in expenditure decisions:

examining the reportedly purchased items to verify
their actual receipt by the resident and to evaluate
the appropriateness of expenditures;

when necessary and appropriate, interviewing next of
kin to verify the resident's receipt and appropriate-
ness of supplies and services purchased with personal
funds;

conducting follow-up interviews witin facility/ward
staff to obtain further information about expenditures
not verified and/or about apparently inappropriate ex-
penditures; and
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interviewing facility management to determine haw
personal funds expenditure decisions are made, which
levels of staff are involved, and the role/policies of
management in reviewing the appropriateness of expendi-
tures.

With the exception of a small number of accounts audited, the
Commission’'s review indicated that:

* residents did receive cthe services and supplies pur-

chased with their personal funds (33 of the 33
accounts);

personal funds purchases were generally appropriate for
residents’ needs and desires (31 of the 33 accounts);

residents' ©Dasic needs for «clothing and personal
hygiene supplies were addressed through expenditures
from their personal funds (33 of the 33 accounts);
thoge residents who were capable of handling their own
funds did make cheir own decisions about expenditures
from their personal funds (33 of the 33 accounts);
facilities' management practices ftor reviewing the
appropriateness of expenditures from residents’
personal funds were adequate (32 of the 33 accounts).
Significantly, the rfew instances of ueficiencies noted in the
audit were primarily found at one State psychiatric center, of
tne seven generic deficiencies, discussed below, five were found
at this center, one in a large community-based ICF-MR, and one
in a private school for the nentally retarded.

Among the 33 accounts audited, Commission staff were unable
to verify the receipt of purchase in 7 accounts. It snould be

emphasized, however, that in all of these cases facility staff

indicated that the residents had received the purchased goods,
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but that these goods had been misplaced, stolen, or discarded
shortly after they were received. These cases included:

* A resident of a psychiatric center who had expended
$894.55 during the review period for charges at a local
department: store, shopping trips, and clothing.
Although the resident would not allow Commission sta%f
to open her dresser, the nurse on duty stated that the
resident was chronically short of clothing as it was
stolen, misplaced, ete. Other staff confirmed that the
resident loses clothing, radios, ete., leaving them
around the ward or giving them away.

® Another resident of the same psychiatric center also
expended $190.72 for clothing during the review period,
but appeared to be wearing all the clothing he owned.
The resident's social worker confirmed that the
clothing was purchased by a Compeer volunteer* and that
the clothing did make it to the ward but then dis-
appeared; and

Six (6) residents of a large community-based ICF-MR
each purchased 12 pairs of underwear during the review
period; however, only one client appeared to have any
underwear. Reportedly, the underwear was discarded by
residents and/or staff when it became soiled and the
residents returned to wearing diapers.

In all of these cases, it appears that the residents did
initially receive the goods purchased by their personal funds,
but that there was lax protection of these purchases once they
were obtained by the residents. Thus, while these two
facilities appeared to be technically compliant with their
responsibilities as representative  payees for residents'

personal funds, they were not fulfilling their responsibilities

to protect residents' perscunal belongings.
p P ging

*Compeer is a volunteer program which assigns a lay
volunteer to psychiatric center patients to assist them in
acquiring socialization skills and in making the transition from
inpatient care to community living.
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In terms of the appropriateness of personal funds expendi-
tures from the 33 audited accounts, only two instances of ques-
tionable expenditures were noted. In both of these instances,
cited below, the facility was the representative payee for the
clients' SSI funds and appeared to approve purchases inconsis-
tent with the resident's needs.

One resident at a State psychiatric center was allowed
to withdraw $20 to $50 every two to four days which the
staff acknowledged she spent on "junk food," although
the resident was seriously overweight and on a reducing
diet.

* A resident of a private school for the mentally
retarded was routinely charged a $6 monthly canteen fee
for personal hygiene supplies, although the client pur-
chased all of her own personal hygiene supplies and did
not benefit from the canteen fee.

Only at one audited facility, a State psychiatric ceater,
were Instances of inadequate controls over expenditures from
personal funds accounts noted. At this center, contrary to the
center's procedures, eight cash withdrawals from one resident
totaling $200 were ordered, drawn by, and approved by the same
staff person. In addition, at this same center a check for $403
for clothing made payable to a resident and then was cndorsed by
the resident and made payable to the same staff person cited
above, who subsequently cashed it and held the money in her
pocketbook for the resident. (At the Comnission's request,

facility officials have reviewed these situations and have

reported that corrective actions have been taken.)
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In summary, the audit of 33 randomly selected accounts at 7
of the 24 sample facilities which managed residents' funds
revealed few instances of deficiencies and that, among these few
noted deficiencies, most occurred at one State psychiatric
center.

Investment Practices

5SA regulations, as stated previously, require that excess
SS5I or OASDI funds should be invested in interest-bearing
accounts for the beneficiary. The Commission reviewed the
investment practices of the 24 sampled facilities to examine
compliance with this regulatory standard. Commission staff also
reviewed the facilities' investment practices to determine if
they provided clients with maximization of the interest to be
earned on their excess funds.

At the time of the Commission's review, $7,302,682 1in per-
sonal funds were held by the 24 sampled facilities. The largest
percentage of these funds, 95 percent, was maintained by the 9
saupled State psychiatric and developmental centers, which held
$3,596,758 and $3,308,536 in personal funds, respectively. Only
$397,388 was maintained by all the 15 veluntary and private-
operated facilities included in the sample. (See Table 2.)

The review indicated that 19 of the 24 sampled facilities
maintained interest-bearing accounts for investing all or some
of their personal funds. Eight (8) of these 19 facilities

invested at least 98 percent of the personal funds held in
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TOTAL AMOUNT OF PERSONAIL FUNDS
MAINTAINED BY SAMPLED FACILITIES
AT TIME OF COMMISSION'S REVIEW

Type of facilities

Amount

Total

OMH FACILITIES

Psychiatric centers

Center A
Center
Center
Center
Center

e R M lv -

Community res%dences

Residence A
Residence
Residence
Residence
Regidence

a

e e i~ -

a

OMRDD FACILITIES

Developmental centers

Center 1
Center 2
Center 3
Center 4

Community residences

Residence 1
Residence 2
Residence 23
Residence 4

Private schoaols
School 1
School 2
School 3
School 4

Small ICF-MRs
Small ICF-MR
Small ICF-MR
Small ICF-MR
Small IC¥F-MR

Large ICF-MRs
Large ICF-MR

1
Ea
3
4

Large ICF-MR 2

$7,302,682.03

367,967.41

1,078,074.58

361,389.06
698,719.47

1,090,607.69

3,864.46
73.00

732,168.,08
248,590.69
457,451,29

1,870,326.00

13,145.13
3,743.27
2,480.71

200.00

24,287.14
58,224.45
13,640.12

2,776.13

224 .81

264.00
1,726,57

13,982.26
258,655.71

%These sampled facilities did not manage any

clients' funds.
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interest-bearing accounts. (See Table 3.) Across all 24 of the
sampled facilities, 94 percent or $6,845,831 of the total
$7,302,682 of personal funds held, was invested in interest-
bearing accounts. The only exceptions to the tendency to invest
funds in interest-bearing accounts were noted at 5 facilities:
three private schools for the mentally retarded, one OMRDD
licensed community residence, and one OMH licensed coumunity
‘residence. However, in the case of the OMH licensed
community residence, the amount of funds maintained (only $73)
did not warrant such investments. The remaining four facilities
which did not invest funds in interest-bearing accounts (all
OMRDD licensed facilities) chose instead to invest funds in non-
intereat-bearing pooled checking accounts. These accounts
ranged in amounts from $58,224 to $2,776. |

The 19 sampled facilities which wutilized interest-bearing
accounts used a variety of different types of accounts. In
addition, most facilities relied on a combination of types of
accounts. Fifty-eight (58) percent of these faciliries used
pooled certificate accounts; 53 percent used pooled savings
accounts; and 32 percent used individual savings accounts. Only
one facility, a developmental center, used a peoled interest-
bearing checking account. As shown in Table 4, pooled certifi-
cate and savings accounts were utilized almost exclusively hy
the larger facilities (Q.g., psychiatric and developmental

centers and large ICF-MRs). Smaller facilities, like community
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Table 3, PERCENT OF PERSONAL FUNDS
MAINTAINED IN INTEREST-
BEARING ACCOUNTS

Type of facilities Percent

Total _ G4

OMH FACILITIES
Ps%chiatric centers

enter A 72
Center B 99
Center C 98
Center D 99
Center E 95

Community resjdences
Residence A -
Residence B, 87
rgidence C -
esidence D, (]
Residence E -
OMRDD FACILITIES
Developmental centers
Center 1 98
Center 2 80
Center 3 90
Center 4 96
Community residences
Residence 1 0]
Residence 2 100
Residence 3 35
Residence 4 100
Private schools
School 1 0
School 2 ' 0
School 3 67
Schaocl 4 4]
Small ICF-MRs h
Small ICF-MR ia N.A,
Small ICFKF~-MR 2b -
Small ICF-MR 3 N,A,
Small TCF-MR 4 90
Large [CF-MRs
Large ICF-MR 1 100
Large ICF-MR 2 93

®These facilities did not manage any clients'
funds.

bTbese facilities did maintain individual
interest-bearing savings accounts for clients, but
the amounts of these accounts, in proportion to
the total Funds maintained, were not available to
Commission staff reviewers.
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Table 4. NUMBER OF SAMPLED FACILITILS INVESTING
FUNDS IN INTEREST-BEAPLING ACCOUNTS
BY TYPE OF ACCOUNT

Pooled Pooled Individual Pooled
Type of facility certificate savings savings checking
OMH FACILITIES
(n=6)
Psychiatric centers 5 5 0 0
(n=5)
Community residences 0 0 1 0
(n=1)
OMRDD FACILITIES
(n=13)
Developmental centers 4 3 0 1
(n=4)
Community residences 0 0 3 0
(n=3)
Private schools 0 1 0 0
(n=1) |
Small TCF-MRs g N 3 0
(n=3)
Large ICF-MRs 1 2 0 0
(n=2)

NOTE: Numbers may not total since most facilities maintain
multiple types of accounts.
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residences and the small ICF-MRs, tended to rely on individual
gsavings accounts.

These findings indicate that the vast majority of the
sampled facilities were investing excess personal funds in
interest-bearing accounts., They also indicate that larger
facilities tended to take advantage of pooled accounts which
would yield higher interest rates than if the same funds were
invested in individual aceounts. At the same time, review of
investment practices indicated that further improvement 1is
needed to ensure maximization of earned interest on these funds.
For example, the large amounts of funds which continue to be in-
vested by State facilities in pooled savings accounts earning
only 5.00-5.50 percent interest, and in pooled non-
interest-bearing checking accounts, raise questions as to why
available higher rates of interest were not obtained. These
issues have also been cited by the State Comptroller.¥* One or
both of these issues were a noted area of concern in 10 of the
24 sampled facilities.**  8Six of the 24 facilities, or one-
fourth of the sample, maintained pooled non-interest-bearing

checking accounts with balances in excess of $40,000. These

*See, for example, Financial Management Practices, Hudson
River Psychiatric Center (Audit Report AL-5T-12-80); Financial
Management Practices, Bernard M., Fineson Developmental Center
(Audit Report NY-ST-8-82); and Financial and Related Practices,

Bronx Developmental Center (Audit Report NY-ST-16-80;.

*%*Both of the issues were noted at three of these ten
facilities, two psychiatric centers, and one developmental
center.
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facilities included 2 psychiatric centers, 3 developmental
centers, and one private school for the mentally retarded.
Pooled savings accounts excéeding §50,000 were maintained by 7
facilities, including 4 psychiatric centers, 2 developmental
centers, and one large ICF-MR. In 2 of these facilities, one of
the psychiatric centers and one of the developmental centers,
these balances exceeded $100,000. One developmental center, in
particular, invested $674,266 in a pooled savings account at
5.25 percent.

The rationale offered for the large amounts of funds main-
tained in pooled savings accounts and non-interest-bearing
checking accounts by the State psychiatric and developmental
centers was the need to have sufficient funds on hand to pay the
room and board expenses of those residents owing such fees to
the Department of Mental Hygiene. Typically, the total benefit
checks of all such residents were immediately deposited in a
pooled account, and the resident was later billed for the por-
tion of the check covering the resident's wmaintenance fee.
Although this rationale may justify the larger amounts in some
of the pooled savings accounts, it provides little basis for the
maintenance of pooled non-interest-bearing checking accounts or
pooled savings accounts with excessively largze balances.

Careful review of the interest rates earned--particularly

by the pocled certificate accounts--also revealed that these
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rates were variable, ranging from 8.00 to 18.26 percent. While
this variability in rates is no doubt predicated in part by the
amounts of the accounts and the dates when they were opened, the
variability also suggests that some facilities may not be
investing funds at the maximum possible interest rates.

Distribution of Interest

Another area of concern to the Commission was the fair and
equitable distribution of interest to resident accounts. The
Social Security Administration regulations specify that the
Interest and dividends which result from an investment are the
property of the beneficiary and may not be considered the
property of the representative payee. At the same time, Mental
Hygiene Law [33.09(c)(d)], as noted in Chapter I, provides that
facilities may distribute only a portion of the earned interest
to individual resident accounts and that the remaining interestc
may be expended by the facility director for the ’general
benefit, comfort, and entertainment of the patients."”
Commission staff reviewed accounts to note if regular deposits
of interest were recorded. They also reviewed accounts to note
the actual proportion of the interest earned from pooled
accounts which was distributed to resident accounts.

The findings indicated that regular interest deposits were
always recorded at 16 (67 percent) of the 24 sampled facilities.
Among the 8 facilities where deposits of interest were not
always recorded, 5 facilities did not maintain any interest-

bearing accounts. These facilities included the three private
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schools and the one OMRDD community residence which maintained
all excess personal funds in non-interest-bearing checking
accounts. They also included the one OMH community residence
which did not have sufficient personal funds to warrant main-
tenance of an interest-bearing account.

Among the remaining three facilities where regular deposits
of interest were not recorded, a variety of reasons accounted
for this failure. At one psychiatric center, a change in
Business Office staff and a backlog of work were the reasons
offered,. At two other OMRDD facilities (a private school and a
small ICF-MR), interest-bearing investments were a relatively
recent step taken by facilities, and regular recording of
interest deposits had not yet been initiated.

Review of the actual distribution of interest earned From
pooled accounts to individual resident accounts revealed,
however, that a large proportion of the interest from these
accounts was not distributed to individual accounts. Half of
the 24 sampled facilities maintained pooled interest-bearing
accounts. These facilities included all nine of the sampled
psychiatric and developmental centers, both of the large ICF-
MRs, and one private school. These accounts, as noted above,
were primarily pooled certificate and pooled savings accounts.
One developmental center also maintained a pooled interest-
bearing checking account. A total of $6,834,519 was maintained
in these accounts. Psychiatric and developmental centers’
pooled accounts accounted for 96 percent or $6,558,456 of this

total amount.
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Based on the total amount of interest earned in the past
quarter or semi-anuual period, Commission staff projected that
approximately $832,000 of interest would be earned on these
pooled accounts for the full year period. Review of the amounts
of interest actually distributed to residents' accounts re-
vealed, however, that only 55 percent of the earned interest on
the average was actually distributed to individuals' accounts.
The remaining 45 percent of the earned interest was retained in
general interest funds. Therefore, residents actually reaped
lictle of the benefits of the higher interest rates of the
pooled certificate accounts and may have actually lost interest
on the pooled savings accounts.

The actual percentage of interest distributed from the
pooled savings accounts varied from O percent at one private
school, where all $188 of the interest earned on residents'
sheltered workshop earnings was retained in a sheltered workshop
earnings account, to 100 percent in the two large ICF-MRs. The
remaining nine State facilities distributed a total of 53 per-
cent of their earned interest from pooled accounts, with State
psychiatric centers distributing 56 percent of the earned
interest and State developmental centers distributing 48 per-
cent. The actual percentage of the interest distributed for
individual centers, however, varied widely, For example, the
percentage of interest distributed among the five psychiatric

centers varied from !'1 percent to 68 percent, and the percentage
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of interest distributed by the four developmental centers varied
from 36 percent to 77 percent, (See Table 5.)

It should be noted that the one psychiatric center which
distributed only 11 percent or 882.11 of its earned interest
from pooled accounts has heen criticized by the State
Comptroller's Office for not having distributed interest in 18
menths. The facility Business Officer stated that the situation
‘had resulted Erom unusually high employee turnover and that the
problem had been largely resolved. The facility has recently

begun digtributing interest again.

The more global reason for the practice of distributing
only a portion of the interest from pooled accounts in State
centers has evolved from the interest distribution guideline
used. The guideline 1is stated in Mental Hygiene Law, which
gpecifies that any interest received and held for a patient in
multiples of $100 shall be the property of individual patients
[MHL §33.07(c)]. Department of Mental Hygiene policies and pro-

cedures, as stated in the Institution Business Office Manual,

spell out more specifically the formula and guidelines for
interest distribution. These TDepartment of Mental Hygiene
procedures provide that only those residents who maintain at
least $100 in their accounts for the full interest period, which
may extend from one quarter to half of a year, accrue interest
from the pooled accounts.  The procedures further specify that

the resident will earn interest only for the lowest even $100




Tabhle 5.

PERCENT OF INTEREST DISTRIBUTED

TO RESIDENTS FROM POOLED INTEREST-BEARING

ACCOUNTS BY SAMPLED FACILITIES

Type of facility Percent

Total 55
OMH FACILITIES
Psychiatric centers 56
Center A 11
Center B 68
Center C 47
Center D 54
Center E 56
OMRDD FACILITIES

Developmental centers 43
Center 1 77
Center 2 63
Center 3 64
Center 4 36
Private schools 4]
School 3 4]
Large ICF-MRs 100
Large ICF-MR 1 100
Large ICF-MR 2 100
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balance he or she maintained for the entire period Thus a
resident with less than a $100 balance for even a single day of
the interest period will earn no interest. Similarly, a resi-
dent with a hipgh balance of $1 000 at one point during the

interest period but a Llow balance of 5478, will earn interest

for the whole period only on $400 ("Cashiering Patients'
Accounts-Interest Participation; Section 25.04 of the
Institution Business Office Manual). These interest distribu-

tion guidelines, while stated in Mental Hygiene Law and policies
and procedures, are inconsistent with SSA regulations stating
that all interest earned is to be the property of the bene-
ficiary.

In practice, these guidelines in Mental Hygiene Law allow a
substantial percentage of the Interest to accrue to a general
interest fund of the facility as noted above, rather than to
the Dbeneficiary. At the time of the Commission's review, a
total of $363,550 remained in peneral interest funds at the ten
facilities which maintained these funds. Among the State facil-
ities, these funds ranged in amounts at the time of our visit
from $3,813 to §130,225. (See Table 6.)

Appropriateness of Expenditures from
General Interest Funds

Facilities utilize moni~s from the general intevest funds
tor a variety of purposes. Expenditures include spending noncy
for indigent residents, group recreation, occupational therapy

supplies, and other pgeneral improvements to the facility. Due
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Table 6. AMOUNT OF FUNDS MAINTAINED IN
GENERAL INTEREST KFUNDS BY FACILITY
AT TIME OF COMMISSION'S REVIEW

Type of facility Amount
Total $363,550.82
FPsychiatric centers
Center A 37,978.87
Center B 30,829,27
Center C 49,810.50
Center D 74,567.59
Center E 130,225.25
Developmental centers
Center 1 27,141.83
Center 2 5,153.68
Center 3 3,813.25
Center 4 3,842.38

Private schools
School 1 188.20
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to the large amounts of funds maintained in general interest
funds, the Commission tock a c¢lose look at these expenditures
and the management practices for general interest funds.*

At  each of these nine State facilities, staff reviewed
expenditures from the accounts for the past six monthg.
Telephone interviews were also conducted with the business
manager to Iidentify the management practices for these funds.
Available written procedures governing the management of these
funds were also reviewed.

It should be noted that review of actual expenditures from
the general interest funds was difficult in many facilities.
While ledger books for general interest funds were maintained at
all facilities, the format of these accounts wvaried substan-
tially. Five of the nine facilities' ledgers were not presented
in a format to allow easy identification of the purpose of indi-
vidual expenditures, and all did not allow for easy identifica-
tion of which clients actually benefited from the expenditure.

In the remaining facilities, expenditures were listed only by

*One private school also maintained a general interest fund
but it amounted to only $188, and no expenditures were made from
the fund in the past year. This facility also has reported
plans to disband this fund and distribute all interest to indi-
vidual accounts.
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voucher number, with no accompanying description of the exzpendi-
ture,* Given this status of the ledger books, coupled with the
large number of expenditures from some of the facilities'
general iInterest funds, a comprehensive accounting of expendi-
tures from the funds was not possible within existing Commission
staff resources available for the review. However, Commission
staff were able to review the ledgers and identify large and/or
comnonly cited types of eﬁpenditures from these accounts.

A total of §156,759 was expended from the nine saupled
facilities' general interest funds in the six-month period pre-
ceding the Commission's review. While there were few, if any,
of the reviewed expenditures which could not be interpreted as
for the general benefit of residents, for many of the reviewed
expenditures it was questionable whether some of the items
should have been purchased with facility funds rather than per-
sonal funds. In other cases, it was doubtful that the resi-
dents, whose money earned the interest, would have agreed to
spend their earned interest in the way in which it was spent.
For example, among the nine psychiatric and developmental
centers, over $23,000 was expended for indigent residents.
While these indigent residents no doubt needed the funds, this
practice clearly did not directly benefit the residents whose

funds generated the income.

*These facilities did maintain other supporting documenta-
tion about the expenditure, but tracing this information would
have entailed tracing hundred of individual vouchers back
through the system,
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Other large amounts of funds were expended for items and
services which it could be argued should have been purchased out
of facility funds. Almost 58,000 was expended by two psychi-
atric centers for occupational therapy supplies. Another
psychiatric center spent over $8,000 on a Model Wards Program to
impove living conditions on the ward. One center used $500 for
a patient library, Still another center paid for volunteer
lunches with these funds.

The largest expenditures from general interest funds, how-
ever, Wwere clearly dedicated to recreational activities and
supplies for residents, These expenditures included campling
trips, newspapers, movies, picnics, parties, eating out, and bus
rentals. Over $51,000 was expended for these items by the nine
sampled State facilities. While these expenditures were appar-
ently for the general benefit of residents, it was not possible
to determine whether the residents whose funds earned the
interest in the general interest funds actually received their
share of these expenditures.

It is also important to point out that the review of expen-
ditures from general interest funds indicated that individual
facilities were quite idiosyneratic in the use of these Funds.
For example, one psychiatric center appeared to restrict expend-
itures from the general interest fund almost exclusively to
newspapers and spending money for indigent residents. At two

other psychiatric centers, the general interest funds were used
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for a range of purchases including recreational activities,
occupational therapy supplies, facility improvements, spending
money for indigent residents, and Christmas gifts. Although the
sampled developmental centers were generally more consistent in
their use of general interest funds for recreational activities,
variations also appeared among these centers. One of centers,
for example, allocated over $2 000 for facility improvements in
televigsion sets and vbedspreads. Another expended over $4,400
for indigent residents.

Both the number of questionable expenditures from these
accounts and the wvariability of expenditure patterns across
facilities caused the Commission to seek more infarmation from
the facilities regarding how decisions were made ro determine
the types of expenditures fronm personal funds accounts. The re-
view of this information, obtained through telephone interviews
with the Business Officer or the Deputy Director for Institu-
tional Administration or their designee, revealed that these
funds were typically managed through a committee structure which
passed its recommendations on to the facility director. The
usual process is for the Business Office of the Ffacility at
about the beginning of the State fiscal year to send out an an-
nouncement to unit chiefs and department heads for requests for
expenditures from the pgeneral interest funds. These requests
are then organized in the form of a spending plan which is
reviewed and revised by the Committee which issues its recommen-

dations to the facility director who finalizes and approves the
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recommendations. The budget for the general interest funds 1is
submitted to the Regional Office or County Service Group and
then they are forwarded to Ceuntral Office and finally to the
Division of the Budget. The Division of the Budget at the end
of the process issues a budget certificate for the expenditures.

Review of the committee structures at the sampled facil-
ities indicated that they varied considerably. At two centers
they were composed chiefly of Business Office personnel. At the
remaining centers, other facility staff, including chiefs of
service. treatment team leaders, and/or department heads also
served on committees. Notably, only at a few facilities were
parents or board of visitors members serving on the committees.
Such representation was present at only three of the nine
sampled facilities, two developmental centers, and one psychi-
atric center. Similarly, only three centers, including two of
the three which had parent and board of visitors inveolvement,
had formal participation of residents on the committees, (See
Table 7.) |

The non-uniform involvement of parents, boards of visitors,
and residents on developmental centers' committees was particu-
larly surprising in view of the requirement for such involvement
in OMRDD's policies and procedures. This policy states that the
membership of the committees is to include three residential re-
sidents, one member of thelboard of visitors, three parents, aund

one staff member of the Business Office. Not only were none of
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BOARD OF VISITORS (BOV), PARENT, AND

RESIDENT REGULAR INVOLVEMENT IN DECISION
MAKING FOR GENERAI, INTEREST FUND

Type of facilit BOV Parent Resident
yp acillity involvenent involvenent involvement
Total 3 2 3
(n=9)
Psychiatric
centers (n=5%) 1 0 1
Center A No No Noa
Center B No Ho Noa
Center C No No No
Center D Yes No Yes
Center E No No Na
Developmental
centers (n=4) 2 2 2
Center 1 Nob No Yes
Center 2 Yesg Yes No
Center 3 No No No
Center 4 Yes Yes Yes

%At these two centers, residents may participate
informally through suggestions to the team leader.

bOn an irregular, infrequent basis, board of visitors
do participate in decision making about general interest

funds.
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the centers in compliance with their full complement of parent,
board, and resident nmembers, but they also included many other
internal facility staff on the committee, contrary to these
policies (OMRDD Policy Manual, section "Review Committee for Use
of Community Stores, Donation, and Client 1Interest Account
Funds," 1.714, 57/77). The OMH Policy Manual currently has no
requirement for parent, bhoard of vigitors, or resident involve-
ment on general interest funds committees.

Even more significant than the variability in the cammittee
composition was the absence of clear guidelines in the Central
Office policies of OMH and OMRDD for the ecxpenditure of these
funds, OMH guidelines simply specify that these funds nust be
used for the general benefit of all resident clients, OMRDD
guidelines are ouly slightly more specific, stating that these
funds must be uged solely for the bengfit of residential
clients. It is this absence of more specific puidelines which
has no doubt led to the irregular patterns of eﬁpenditures from
general interest funds. In essence, the committees which review
the expenditures faor Beneral interest funds have few standards
other than common sense to guide these decisions. This leads to
certain expenditures being deemed appropriate at certain
centers, while they may be deemed inappropriate at others.

This situation isg particularly significant given the rela-
tively substantial expenditures nade from these funds in a six-

month period. At six of the nine facilities these expenditures
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exceeded $10,000, and at three of the nine facilities these pur-
chases totaled over $25,000 for a six-month period. Across the
nine facilities, $156,759 was expended from general interest
funds during the six-month period. (See Table 8.)

In summary, there were a significant number of guestionable
expenditures from general interest funds. In addition, a review
of the management guidelines over these funds suggests that the
guidelines provide few safeguards or even restrictions over the
expenditure of these funds. Essentially, it appears that
facilities are blessed with large general interest funds due to
the permissiveness of the guidelines in distributiing only a
portion of the interest to the residents whose monies earned the

interest, and then are able to spend these funds with great

latitude and minimal oversight from parents, residents, or
boards of visitors. As a result, flexible interpretations of
appropriate expenditures flourish. Purchases which improve the

facility environment or regular programming are deemed legiti-
mate. Other expenditures which fund residents with no personal
tunds are deemed beneficial to all. In the meantime, large sums
of individual residents' earned interest are never returned to
them for their personal use, nor do they huave a significant
voice in the "general" use of thesc monies.

Timeliness of the Transfer of Residents'
Funds upon Discharge

A specific recurring eriticism of the State Comptroller in

reviewing the management of residents' personal funds has been
g & P
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Table 8. AMOUNT OF SEMIANNUAL EXPENDITURES
FROM GENERAL INTEREST FUNDS BY SAMPLE
STATE PSYCHIATRIC AND
DEVELOPMENTAL CENTERS

Type of facility Amount
Total $156,759
Psychiatric centers 106,176
Center A 27,109
Center B 24,507
Center C 5,427
Center D 22,196
Center E 26,937
Developmental centers 50,583
Center 1 2,388
Center 2 2,382
Center 3 13,442
Center 4 32,371
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the failure to transfer discharged residents' funds in a timely
manner. This criticism was cited for 12 of the 19 psychiatric
center audit reports, and 5 of the 11 developmental center audit
reports issued in the past five years which discussed the man-
agement of personal funds.* Due to the recurring nature of this
problem, the Commission reviewed a random sample of 10 percent
of the discharged accounts or five accounts (whichever was less)
at each of the 24 sanmpled facilities. For psychiatric centers,
developmental centers, and OMH comnunity residences where there
were a significant number of discharges in the past year, all of
these accounts were drawn from the previous year. For the other
OMRDD licensed facilities where there were few discharged resi-
dents, Commission staff included discharges over the past two
years. Even with extending the period to two years, three such
facilities had no discharges and therefore were not reviewed,
Among the 21 facilities reviewed for this aspect of rhe study,
74 randomly selected discharged accounts were examined.

Among the 21 facilities where the Commission reviewed dis-

charged accounts, 13 facilities, or 62 percent, always ensured
*See, for exauple, Financial and Related Practices,
Middletown Psychiatric Center (Audit Report  AL-ST-24-80),
Financial Management Practices, Rochester Psychiatrie Fegggp
{(Audit Report AT,-ST-28-82) Financial Managonpnt Prﬁutlces
Bernard M. Fineson ﬁpvelopmental Center (Audit Report  NY-

ST-8-82): and Financial and Related Practices, Bronx Develop-
mental Center (Audit Report NY-ST-16-80). ' '
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that residents' personal funds were transferred within 30 days
of discharge. These 13 facilities included 3 of the 5 psychi-
atric centers, 2 of the 4 private schools for the mentally
retarded, and all of the small and large ICF-MRs and OMH and
OMRDD licensed community residences included among the 21 facil-
ities, Notably, none of the developmental centers fell into
this group. Another 4 facilities usually (at least 80 percent
--of the time) ensured that residents' funds were transferred
within 30 days of discharge. These facilities included one
psychiatric and one developmental center and two private
schools. Four facilicies among the 21 demonstrated A
very poor performance record in this area--either never or only
someﬁimes (less than 30 percent of the time) transferring resi-
dents' funds within 30 days of discharge. These facilities were
all State facilities and included 3 of the 4 developmental
centers and one psychiatric center.

Several related factors appeared to cause the delay of the
transfer of residents' funds upon discharge. The most common of
these was the failure of facility ward staff ro notify the
Business Office of the resident's pending discharge, and dif-
ticulty in establishing a new representative payee for the resi-
dent. Another rationale provided by one psychiatric center,
which never transferred residents' funds within 30 days of dis-
charge, was the standing practice of the Cashier's Office to

wait three months for all maintenance fees to clear a patient's
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account. The office then contacts resident resources to obtain
a current address for the client, mails a release form, and upon
its return transfers resident's funds. This practice--by virtue
of the three-month delay alone--is a time consuming one.

Interviews conducted in the course of the review also
disclesed two other relatively unusual problems which could
delay the release of residents' funds. At one developmental
center, the Veterans Administration's refusal to accept a resi-
dent's mother as a representative payee was a barrier. At a
private school, the wuncertainty of the permanency of the dis-
charge of residents to their parents caused several months'
delay in the transfer of funds.

In sum, the problem of the timeliness of the transfer of
personal funds upon a resident's discharge appeared to be pri-
marily restricted to State facilities. While the delay caused
by the cstablishment of a new representative payec appears to be
intrinsic to the time consuming procedures of the Social
Security Administration, these delays were compounded by ineffi-
cient communication to the Business Office of the patient's
pending discharge. It appears, particularly in the case of
developmental centers where discharges are planned sowme time in
advance, that more timely notification would speed up the
process. In addition, the practice of one psychiarric center
which failed to 1initiate the transfer of funds until three

wonths after the patient's discharge is clearly undesirable.




CHAPTER [II

Conclusiaons and Recommendations

The findings of the Commission's review were, in many
respects, heartening. Most significantly, the Commission noted
strong accounting practices for personal funds among the facil-
ities reviewed. Coumission staff found cbmprehensive, up-
to-date individual account ledgers for these funds at all facil-
ities, with appropriate authorizing signatures for withdrawals.
Withdrawals were also usually verifiable with receipts at all
but two facilities. Also significant were the sound overall
management procedures, granting residents ready access to their
funds, restricting the commingling of personal funds with
facility funds, and limiting the accruals of negative balances
in residents' accounts wherever possible. Within the general
standards of the SSA regulations and Social Services Law, the
Commission's review showed that individual expenditures from re-
sidents' accounts were appropriate and that group purchases from
these funds were made only on a very limited basis. Finally,
the review indicated cthat, with the exception of four OMRDD
licensed sample facilities, the sampled facilities were in-
vesting excess residents' personal funds in interest-bearing
aAccounts.

Notwithstanding these significant arecas of sound practice,

the Commission noted several areas in need of improvement,
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First, a clear statement of fiduciary responsibility for mental
hygiene facilities which manage residents' vpersonal funds is
absent from State law and Federal SS5A regulations, In addition
to this absence of a clear statement of fiduciary responsi-
bility, existing standards for personal funds management by
mental hygiene facilities are scattered in various sections of
State Mental Hygiene Law and regulations, Federal Social
Security Administration regulations, State Social Services Law
and regulations, and a myriad of State agencies'’ policies and
procedures. Since none of these sources provides a comprehen-
sive listing of even basic management standards and, in some
instances, individual sources imply conflicting standards, it is
hardly surprising that the vpolicies and practices of mental
hygiene residential facilities for personal funds management are
variable, or that many mental hypgiene providers, particularly
OMRDD community-based providers, frankly express confusion with
regard to their management vesponsibilities.  Perhaps most
important, these existing standards do not extend to all
personal funds of residents managed by mental hygiene
facilities, with most standards applying only to the personal
allowance portion of clients' SSA and $SI benefirs. The many
other types of residents' funds--including sheltered employment
earnings, gifts, and other retirement/pension benefits--often
managed by a facility are not covered by many aof these

standards,
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Both the absence of a clear statement of tiduciary respon-
sibility and the confusion over existing management standards in
law, reguiation, and policies seriously limit the ability of
mentally disabled citizens, their families, or advocates to take
legal recourse when they believe a facility may have nismanaged
or misappropriated clients' funds. The Commission has also ex-
perienced this diffieculty when its investigations of several
facilities have surfaced mismanagement of personal funds. These
-instances have included unexplained deductions from clients'
personal funds, use of personal funds for facility purposes, and
incomplete accounting records for funds. Confounded by a lack
of clarity of standards For managenent ot personal tfunds, and
stymied by the absent legal fiduciary responsibility of the
facility, the Commission has been unable to pursue legél action
in these cases,

Secondly, the review noted that existing guidelines for
distributing earned interest to individual resident's accounts,
stated in Mental Hygiene Law, permit a large proportion of the
carned interest not to be returned to residents’ accounts, but,
instead, to be deposited in facilities' general interest funds
"tor the general benefit, comfort, and entertalnment of the
patients in the respective facilities.” [MHL $33.07(d).] Four
of the five sampled psychiatric centers and three of the four
sampled developmental centers distributed less than two-thirds

of the earned interest fron pooled accounts to residents for the
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period reviewed, Three of these centers distributed less than
half of the ecarned interest fron pooled accounts,

As a result of these interest distribution guidelines, many
State psychiatric and developmental renters have amassed large
"general interest” funds which, at the time of this review,
typically exceaded $25,000 and ranged to amounts as high as
$130,000. Extrapolating these figures from the nine sampled
facilities to the State's 45 adult psychiatric and developmental
centers, one can estimate that, at any one time, the total amount
in State linstitutions' general interest funds exceeds §1.7
million, While the guidelines stated in Mental Hypiene Law for
interest distribution have allowed these funds to exist, it
appears these puidelines are inconsistent wicth Social Security
Administration regulations which plainly state that carned
interest from SSI and 0OASDI funds must be considered the property
of the heneficiary (the resident) and not the representative
payee, Indeed, recent audics by the 8Social Security
Aduinistration of personal funds management of both psychiatrice
and developmental centers stated that this interest distribution
policy of HNew York State's mental hygiene institutions 1is no
longer acceptable.*

Relatedly, further examination of the management and expen-

ditures of general interest funds for the nine sample State

*Representative ee Onsite Review Program, NYS Office of
Mental Retardation ana_%evelopmental DlsdbLlLtlps ~ C.8. Depart-
went of Health, Education, and Hdelfare, March ™ 1930, o. 20,
Representative P ﬂ_yeg Onsite Review Progfam NYS Office of Mental
BealtH, "U.S. Departinent of Health, Tducation, and Jelfare, " T978;

o, 23,
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facilities indicate loose management of these funds and that
general interest fund expenditures were largely at the
discretion of the facility director and/or other senior facility
administrators. Across the nine facilities, expenditures from
these funds totaled $156,759 for a six-month period, While
expenditure patterns from these funds were extremely wvariable
among the sampled facilities, the revieyw also evidenced many
instances of expenditures for items/activities that one would
have expected to be covered by the facility rate (e.g., program
supplies and refurbishing the facility). Other times, these
funds were expended for supplies and services, like spending
money for indigent residents, which clearly did not benefit the
residents' whose funds earned the interest. In still other
cases, it was unclear whether the residents whose funds earned
the interest would have approved the expenditures,

It was also clear from the Commission's review that resi-
dents, their families, and advocates had minimal oversight over
expenditures from general interest funds. Typically, these
decisions were handled informally by a committee comprised
primarily of facility staff. Pareats or boards of visitors
members* served on these committees at only three of the nine

facilities; and only three facilities, including two of the

*State Mental Hygiene Law (MHL §7.33 and §13.33) provides
that the administration of each State psychiatric and develop-
mental center shall be monitored by a board of visitors,
comprised of lay advocates and family members, appointed by the
Governor and confirmed by the Senate,
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three which had parent or board of visitors involvement, had
formal participation of residents on the committees. The
general interest fund committees of facilities also operated
under very broad guidelines for determining appropriate expendi-
tures and, thus, exhibited a great deal of latitude in drawing
up budgets for expenditures. Although these budgets were
ultinmately reviewed by Central O0Office of OMH or OMRDD and the
State Division of the Budget, without specific guidelines for
appropriate expenditures, these reviews tended to  be perfunc-
tory.

A fourth area noted to be in need of improvement was the
investment practices of facilities for personal funds. Although
20 of the 24 facilities invested excess funds in interest-
bearing accounts, 4 facilities still maintained all excess funds
in non-interest-bearing checking accounts, similarly, the
excessively larpge balances exceeding $50,000 in low-yielding
pooled interest-bearing savings accounts appeared to be poor
practice, In another area, the variable interest rates earned
by pooled certificate accounts suggested that some facilities
may not have been maximizing the interest earned on pooled
accounts.

Finally, there appear to be continuing barriers to the
timely transfer of a resident's personal funds upon discharge
from a State facility. One barrier to the timely transfer of
personal funds upon discharge is the time consuming SSA proce-

dure for reassigning the resident as direct beneficiary for
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his/her SSI or  O0ASDI funds or for designating a new
representative payee. While this barrier is beyond the
facility's control, the failure of facility staff to notify the
Business Office of the resident's pending discharge as soon as
possible compounds the delay in the transfer of funds.
Especially in the case of developmental centers where discharges
are planned a long time in advance, such timely notifications
would greatly facilitate the process. Another factor which
hindered the timely transfer of funds at one of the sampled
psychiatric centers was the standard practice to place a three-
month hold on a patient's funds to ensure that all charges had

¢leared the account.

ok % ok ok 4 % % X X2 & X

Based an these conclusions, the Commission, while
recognizing that the vast majority of mental hygiene facilities
carefully manage and safeguard residents' funds, urges that the
following recommendations be implemented. These recommendations
are necessary Lo correct systemic weaknesses in the management
of these funds, especially amang State institutions, and to
provide a 1legal framework to allow mentally disabled citizeuns,
their families, and advocates to pursue appropriate legal action
when they believe vpersonal funds have been mismanaged or mis-

appropriated.
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(1} Mental Hygiene Law should be amended to include a clear
statement of the fiduciary responsibility of State-
operated or -licensed mental hygiene facilities which
serve as representative payees for residents’ funds or
which assume management responsibility over these
funds. The amendment should pertain to all funds of
the residents, so managed by the facility, regardless
of the source of these funds. In addition, OMH and
OMRDD should develop regulations stating comprehensive
standards for this fiduciary responsibility of facil-
ities., These standards should include, but not neces-

sarily limited tao:
' Resident's funds nanaged by a facility must be ex-
pended only for supplies and services which
personally benefit the resident;

Residents must have reasonably ready access to funds
managed by a facility and, in all cases, must have
access to these funds within regular working hours
of the facility's operating agency;

Facilities which serve as the representative pavee
for a resident's funds, must ensure that expendi-
tures from a resident's funds are in accord with the
resident's desires as they can best be ascertained
and in his or her best interests;

Facilities which manage a resident's funds, but do
not serve as a representative payee for the resi-
dent, should assist the resident in making appro-
priate expenditures from his/her funds, consistent
with the resident's needs and desires, to the extent
possible;

* The State-mandated personal allowance portion of a
resident’s federal benefits managed by a facility
must Dbe limited to services and supplies which
personally benefit the resident and which are not
included in the Facility rate; -
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Residents' funds managed by a facility must not be
commingled with facility funds;

Individual account ledgers must be maintained for a
resident's funds, identitying all witndrawals and
deposits, and containing appropriate autnorizing
signatures. These ledgers must be available for
review and auditing, upon request, by the resident,
his/her legal  guardian, OMH/OMRDO, and the
Commission on Quality of Care;

Where the resident is incapable of purchasing items,
receipts wust be maintained by the facility for all
expenditures exceeding $5;

A resident's funds managed by a facility, not re-
quired for his/her current needs (exceeding $150),
must be maintained in preferred insured interest-
bearing accounts, and all earned 1interest nmust
become the property of the resident;

Upon discharge of a resident, a facility must ensure
the prompt transfer of the resident's funds to the
resident or his/her new representative payee. If
the designation of & new representative payee, or
any other circumstances, delays the transfer of a
resident's funds at the time of discharge, the
facility is obliged to ensure that the resident has
ready access to his/her funds. Such arrangements
must be specified in the resident's discharge plan.
OMH and OMRDD should revise State regulations governing
all residential care modalities to include a comprehen-
sive statement of the services and supplies to be pra-
vided by the facility out of tne proceeds of its rate
payment, and of the services and supplies which may be
chargeable to the resident outside of the facility

rate. Prior tu admission to the facility, the resident

or his or her guardian or representative payee should
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sign a contract based on these regulations, clearly
specifying the services and supplies included in the
facility rate and those chargeable to the resident,

OMH and OMRDD should take steps ro discontinue general
interest funds and to distribute all earned interest
from pooled aeccounts to individual client accounts.
Accordingly, §33.07 (c)(d) of Mental Hygiene Law, which
state interest distribution guidelines for residents'
funds and which allow the Commissioner to authorize
directors to expend undistributed interest from resi-
dents' funds for the general benefit of facility
residents, should be repealed. Recognizing, however,
that a precipitous change in the interest distributicn
guidelines could have a deleteriocus effect on resident
care and, particularly, on indigent patients of OMH
facilities, the Commission recommends that 1in the
course of the coming year OMH and OMRDD develop alter-
nate means of funding services and supplies now funded
by general interest funds and within a one-year periad
discontinue the practice of  maintaining general
interest Funds.

Pending the abolition of general interest funds,
revised and nore comprehensive policies and procedures

should be issued and enforced governing the management
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of general interest funds. At a minimum, these

policies and procedures should-:
* Forbid expenditures for supplies and services in-
cluded in the basic facility rate or for the general
upkeep and renovation of the facility;

Allow expenditures from the general interest funds
only for services and supplies which directly
benefit the residents, and disallow expenditures for
services and supplies which are included in the
facility rate; and

Ensure a viable role for boards of visitors, other
family advocacy groups, and residents in decision
making over the expenditures from general interest
funds.

OMH and OMRDD should issue guidelines to all licensed

and operated facilities for the investment of excess

funds in interest-bearing accounts. These guidelines
should ensure that excess funds are invested 1in
interest-bearing accounts, and, also, that these

investiments provide for the maximization of earned
interest to client accounts.

OMH and OMRDD should reinforce the requirement that all
licensed facilities be required to maintain receipts of
personal fund expenditures. During routine certifica-
tion reviews, OMH and OMRDD should monitor compliance
with this requiremenc.

OMH and OMRDD should review and revise the procedure of
State facilities to allow for the more timely transfer

of a resident's funds upon discharge from a facility.



66

These revised procedures should ensure that there are
no mandated delays of more than thirty (30) days for
the release of such funds. They should also require
the immediate notification of the Business Office of a
resident’'s pending discharge, and the immediate negoti-
ations with the Social Security Administration to re-
evaluate the resident as direct beneficiary of his or
her benefits, or to establish a new representative

payee,

* ok kK kX A x O% %k %

A draft copy of this report and its reconmendations has
been shared with the Office of Mental Health, the O0Office of
Mental Retardation and Developmental Disabilities, and the State
Department of Social Services. These agencies' written re-

sponses to the draft report are included in Appendix A.
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Appendix A

RESPONSE TO DRAFT REPORT BY THE OFFICE
OF MENTAL RETARDATION AND DEVELOPMENTAL DISABILITIES,
OFFICE OF MENTAL HEALTH, AND
DEPARTMENT OF SQCIAL SERVICES
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NEW YORK STATE
OFFICE OF MENTAL HEALTH 44 Halland Avenue, Albany, New Yark 12229

STEVEMN E. KATZ, M.D., Commlssionar

April 5, 1984

Honorable Clarence J. Sundram

Chairman

Commission on Quality of Care
for the Mentally DPisabled

99 Washington Avenue

Suite 730

Albany, NY 12210

Dear Commissioner Sundram:

I want to thank you for the cpportunity to respond to the Commission's
draft report entitled, "Protecting the Rights of Persons With Mental
Disabilities: A Review of the Management of Clients' Perscnal Funds by Mental
Hygiene Residential Facilities." T also want to express my appreciation to you
and the members of your staff for your continued help and cooperation in recom-
mending improvements in our operations.

While we are concerned with certain of the issues described in the report,
we were essentlally pleased by your overall conclusions that expenditures from
patients' personal funds are generally appropriate, and thet OMH has established
sound accounting practices for patients' funds.

Although we are in general agreement with the recommendations in the
report, we do not agree with the Commission's recommendation to discontinue the
general interest funds at OMH psychiatric centers. This rposition is premised
upon the Commission’s interpretation and application of Social Security
Administration (SSA) regulations for management of funds paid to & recipient of
social security benefits. As you know, the general interest account is rrovided
for in the Mentsl Hygiene Law, and OME's distribution to individual patient's
accounts and the general interest account is consistent with that law. In our
view, compliance with state law for management of patients' funds should consti-
tute compliance with federal regulations.

The OKMH position regarding the recommendation to discontince the general
interest funds is summarized below:

OMH Pozition Re: Piscontinuing General Interest Funds

1) OME policy and procedures are consistent with the Mental Hygiene Law,
whick specifically identifies "general interest funds” in statute.

Ckid 2AAT TA.RAN
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2) CMH hes recently enhanced its management controls over patients’ funds
by installing microcomputers in each adult psychiatric center to
improve the accounting for patient funds and to enhance the timeliness
of interest distribution.

3) With the information that will now become available in a uniform format
from the computerized accounting reports, we intend to ensure that each
patient receives at least as much interest income as that patient
would receive by depositing funds at s local bank. This will be
accomplished by revising the existing formula for distributing interest
but this does not require a revision of the Mental Hygiene lLaw.

L) As the new computerized information becomes available, we mlso plan to
review and analyze the expenditures made from general interest funds to
determine the amount of such expenditures, by type. This analysis will
provide us with the data necessary to ecvaluate current practice, and to
promulgate rew guidelines regarding sppropriate expenditures. Without
further review and analysis of the potential impact, it would be prema-
ture to implement new guidelines for the expenditure of general jinterest
funds.

While we do not agree that the general interest funds should be discon-
tinued, we do understand the Commission's concerns regarding the current prac-
tice of providing small stipends for indigent patients (i.e., those individuals
with no funds) from the general interest funds. Therefore, I would like to
assure you that OMH 1s committed to arranging for slternative funding to provide
for the sundry needs of indigent patients, thereby ensuring that the patients’
general interest funds are used for the general benefit of all patients.

Regarding the recommendation to ineorporate gpecific standards for the
management of patients' personal funds into OMH Regulations, we intend to review
and analyze existing practices and guidelines for the manragement of patients'
funds in order to determine whether it is preferable to promulgate specific pro-
cedural requirements in the form of OMH Policy Directives, rather than in regu-—
lations.

Thank ycu again, and be assured that we appreciate your continued support and
concern for the interests of the mentally ill of New York State.

Yery truly yours,

Steven E. Katz, M.D.
Commissioner
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STATE OF NEW YORK
OFFICE OF MENTAL RETARDATION AND DEVELOPMENTAL DISABILITIES

44 HOLLAND AVENUE » ALBANY * NEW YORK » 12229

ARTHUR ¥. WEBB
Commiysioner

February [, 1934

Mr. Clarence J. Sundram
Chairman

State of New York
Commission on Quality of Care
for the Mentally Disabled
Suite 730

99 Washington Avenue

Albany, NY 12210

Dear Mr. Sundram:

I'would like ta thank you for the draft copy of your report entitled, Protecting
the Rights of Persons with Mental Disabilities: A Review of the Management of
Clients' Personal Funds by Mental Hygiene Residential Facilities, dated December
1983,

[ was happy to see that the Commission's review of personal funds' management
practices revealed substantial areas of adequate and acceptable practices. In
particular, [ was impressed that you found our accounting practices for these funds
"Naoteworthy" and "Strang," as well as indicating that our overall management
procedures granting clients access to their funds to be "Significant" and "Sound."”

Regarding your specific recommendations to improve our current system, [ am
enclosing a copy of our revised client cash policy which was distributed to our staff
on January 10, 1984. 1 believe you will find that the new policy answers a number of
the specific recommendations that the Commission made regarding client cash issues.
The policy has gone into effect on the day of issuance, and you will note that we
intend to issue a comprehensive procedural package as soon as the whole array of
complex issues can be integrated into a set of procedures that both protect client
rights and assure sound fiscal practices for our tacilities.

Therefore, please consider our current response as an interim response to your

recommendations to be followed by the comprehensive procedures which will address
the issues cited in your report in more detail,

Right at home. Right in the neighborhood.

OMA 26 71 (988
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To insure that the procedures are appropriate and address all of our mutual
concerns, the Divisions of Quality Assurance and Program Operations will be working
closely with the Division of Administrative Services in developing the procedures.

We find your findings, comments, and recommendations most helpful toward
improvement of the management of personal funds of our clients.

Sincerely

r // o /,',_;/_",_ .
: ! o ., L O
", .'-{,.-'fl“_.’=r [
t"’}‘l/r/th'l..lr Y. Webb
“Commissioner

Enclosure
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STATE OF NEW YORK
fIFFICE OF MENTAL RETARDATION AND DEVELOPMENTAL DISABILITIES

44 HOLLAND AVENUE » ALDANY ¢ NEW YOAK ¢ 12229

ARTHUR Y. WEBS
Caommwissloner ACBERT 4. NCRRIS
First Dwputy Commimsiomes

03 Associate Commissioners
Directors
DDIAs
Business Officers
Central Distribution #2

FROM: Bruce E. Feig ;ﬁ/
Deputy Commissicner ‘.
Administrative Services

DATE: January 10, 1984

SUBJECT: Reviged Client Cash Policy

The policles and procedures outlined in this memorandum addreds the
{mmediate client cash issues of encumbrances, negative balances, lnterest
calculation and posting, and the use of the patient interest account. We will
issue a comprehensive procedural package at a later date. In the interim, the
policies and procedures below are effective immediately.

-

1. Negative Balances

Policy: No client account may show a negative balance.

Procedural

Note: Facilitles which have permitted overdrafts in the past must
discontinue this practlice, and internal procedural revizicns
should be implemented immediately. As a further note, there
will be no manual averride capacity in the Automated Client
Cash System that would allow the production of negative
balances.

2. Encumbrances

Policy: FPor each client account the facility is to encumber the
client’'s maintenance rate monthly; the facility must also
sncumber any funds needed for repayment %o Social Security of
SS1 overpayments. Those encumbrarces may only ba removed upon
payment of the client's SSI obligations; under no circumstances

’
I AW & .
Right at home. Right in the neighborhood.

OMA 28 00 (3-43)
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may an encumbrance he removed in part or totally to make funds
available to the client for personal usa. The encumborance
must Le posted, manually or automatically, in & manner that
indicates that the client has no access to the encumbered
funds. An employee of the Business Office with authority to
release furnds should always be aware of what funds are not
releasable and be able to inform all interested parties (58A,
client, relatives, etc.,) of the amount of discreticnary funda

and the ammunt of reserved funds in each client's acoount.

FProcedural

Notar

It ig the facility's reeponsibility to implement this policy
according to the best methods it has available.

Intarest Calculation and Posting

Policy:

a} Bach client with 5150 or more must have nis/her funds
invested in an interest bearing account.

b) 1Interest should, if possible, be credited te clients*
accounts at the same Intervals aa interest iz earned by the
collective invested account. However, the minimum is a gsemi-
annual posting.

NOTE l: Facllities with automated client cash systems
{whether leased or self-developed) must credit interest to
client accounts at the same intervals as interest is earned by
the collective invested account. BHowever, the minimum is a
quarterly posting. This will become statewide policy when all
facilities have an automated system available for monitoring
client cash. '

NOTE 2: If a faeility is not able to credit interest to
client accounts at the same intervals as it is earned, the
Social Security Administration will determine comstructive
recelpt for income calculation purposes regardless of the
Bugineas Office postings.

¢} The rate of interest paid to clients must be at the same
rate ag that earned on the ceollective invested account. Where
more than one collactive account exists, the interest rate must
be calculated by dividing the total amount of interest earned
for all types of client accounts by the total amount of the
current client cash balance on hand.

d) The interest rate calculated in (¢) above must be applied
to the client's ending balance for the interest earning period.
Therefore, if a client had §1,529 in his account on the day the
bank credited interest, the facility would post interest on
that amount.

e} Interest will no longer be calculated by using multiples
of 5100. Intereat will he calculated by using the exact ending
period balarxa for each client.

PR
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Procedural

Note: Thiz interest calculation and pesting policy will raquire
changes at all fagilities, and in some cases, additional
manual work, However, the new procedures arising out of
this policy will provide for a more equitable distribution
of interest than we have had in the vast. The implementa-
tion of the Rutomated Client Caszh System will eventually
relieve most of the temporary increased manual caleulations.

4, The Client Intersst Account

Policy: Where interest earned is under 510 per client per quarter, It
is permissible to allocata the interest to a master client
interest account for use by all clients who participated in the
earning of that interest, i,e., all clients with persenal
account balances which were part of the collective invested
account.

Procedural

Note: Since the general Client Intereat Account nay only be used
for those clients who have contributed interest to the
account, all requests to the Bureau of Fiacal Management for
approval of the use of Client Interest Account funds must
state that the funds requeated will only be used for the
benefit of clients who have contributed Interest to the
gdeneral Client Interest Account,

5. Group Purchases

Policy S8A pelicy permits clients to make group purchases whenever

Note: they would improve the wellbeing of the beneficiaries and
whenever they are practical. Pormal agency policies and
procedures will be forthcoming shortly, Existing policies
shculd be used until the revised policies are officially
promlgated.-

6. Indigent Clients

.Pnlicys No client receiving 35I or SSA benefits should be considered
indigent.

Procedural .

Note: A number of facilitiles helleve that the gemeral client
interest account is necessary to help support "indigent®
clients. The most common reason that a client may appear
to be indigent seemm to be when the Representative Payes is
someone other than the facility director. If you beliave a
client®s Representative Payee is not providing an appropriate
level of financial support to the client, the solution is
0L to provide such support from the Client Interest Account
but to address the problem with the Representative Payes,

I you need assistance in this area, the appropriate
resource is your local Revenue and Reimbursement Agent.

If you have any questions about the policies in this memorandum, please
contact Ray Seymour at (518) 474-5513 or Barbara Baciewicz at (51B) 474-6577.
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Procedural

Note: Thiz interest calculation and posting policy will reguire
changes at all facilities, and in some cases, additional
manual work. However, the new proceduces arising out of
this policy will provide for a more equitable distribution
of interest than we have had in the past. The implementa-
tion of the Automated Client Cash System will eventually
relieve most of the temporary increased manual calculations.

4, The Client Interest Account

Policy: Where interest earned is under 310 per client per quarter, it
is permissible to allocate the interest to a master client
interest account for use by all clients who participated in the
earning of that interest, {,e,, all clients with personal
account balances which were part of the collective invested
account.

Procedural

Note: Since the general Client Intereat Account may only be used
for those clients who have contributed interest tc the
account, all requests to the Bureau of Piscal Management for
appraval of the use of Client Interest Account funds must
state that the funds requested will only be used for the
benefit of clients who have contributed interest to the
general Client Interest Account.

5. Group Purchases

Policy SSA policy permits clients to make group purchases whenever

Note: they would improve the wellbeing of the beneficiaries and
whenever they are practical. Formal agency policies and
procedures will be forthcoming shertly. Existing policies
should be used until the revised policies are officially
promlgated.

6. Indigent Clients

.Policy= No client receiving S5I or 55A benefits should be considered
indigent.

Procedural :

Note: A number of facilities believe that the general client
interest account is necessary to help support *indigent"®
clients, The most common reason that a client may appear
to be indigent seems to be when the Representative Payee is
someane otrer than the facility director. If you believe a
client's Representative Payee is not providing an appropriate
level of financial support to the client, the solution is
hot to provide such support from the Client Intereat Account
but to address the problem with the Represantative Payee,

IZ you need assiatance in this area, the appropriate
resource is your local Revenua and REeimbursement Agent.

If you have any questions about the policies in thi=s memorandum, please
contact Ray Seymour at (518) 474-5513 or Barbara Baciewilcz at (518) 474-4577.
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DEPARTMENT OF SOCIAL SERVICES 7T

40 NORTH PEARL STREET, ALBANY, NEW YORK 12243

CESAR A. PERALES
Cammisgioner

January 5, 1983

Dear Mr. Sundram:

Thank you for sharing with us the Commission's confidential
report on the management of clients’' personal funds by OMH
and OMR/DD. Many of the specific recommendations contained
in your report are currently part of our Social Services
requlations c¢r instructions to operators. [ am enclosing some
materials from the Division of Adult Services, which has just
completed a special field training effort in this area.

Based on discussion with OMH and OMR/DD last year regarding
certain cases, the Department and those agencies agreed that
the current responsibility of DSS to monitor and enforce personal
allowance protections for DMH ¢lients should be shifted to
their respective agencies. A legislative proposal was prepared
and, although unsuccessful last year, will be resubmitted.
The purpose of this proposal is to iocate statutory responsibility
for regulating client fund management with the agency charged
with regulating the facility. It is our understanding that
both OMR/DD and OMH continue to support this transfer of statutory
responsibility.

Thank you for the cpportunity to comment on this report.

Sincerely,

O 7 /it

Cesar A. Perales
Commissioner

Clarence J. Sundram, Chairman

NYS Commission on Quality of Care
for the Mentally Disabled

99 Washington Avenue

Suite 730

Albany, NY 12210

Enc.




