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Date of Hearing: January 11, 2022 

ASSEMBLY COMMITTEE ON HEALTH 

Jim Wood, Chair 

AB 1502 (Muratsuchi and Wood) – As Amended January 3, 2022 

SUBJECT: Freestanding skilled nursing facilities. 

SUMMARY: Enacts the Skilled Nursing Facility Ownership and Management Reform Act of 

2022, which establishes suitability standards for persons and entities seeking to acquire, operate, 

or manage skilled nursing facilities (SNFs) in California. Directs the Department of Public 

Health (DPH) to screen all persons and entities seeking licenses to acquire, operate, or manage 

SNFs. Requires owners and operators, including nursing home chains, to obtain prior approval 

from DPH before acquiring, operating, or managing a SNF. Prohibits the use of interim or 

longer-term management agreements to circumvent state licensure requirements. Provides 

sanctions to deter owners and operators from “wrongful operation,” which is defined as the act of 

acquiring, operating, or managing a SNF without first obtaining a license or other approval from 

DPH. Requires DPH to post licensing applications involving SNFs on its internet website and to 

give the public an opportunity to comment on pending applications. Requires DPH to make a 

determination within 120 days of an applicant’s submission of a complete application for any 

type of change to the SNF license. Specifically, this bill:  

 

Defines the following terms: 

 

1) “Applicant” means the person, agent, firm, entity, trust, partnership, association, corporation, 

or political subdivision of the state, or other governmental agency within the state, that has 

submitted an application for a license to acquire, operate, establish, manage, conduct, or 

maintain a freestanding skilled nursing facility. 

 

2) “Associated persons and entities” means persons and entities associated with the applicant 

who would acquire, operate, establish, manage, conduct, or maintain the facility that is the 

subject of the application. 

 

3) “Beneficial ownership interest” means an ownership interest through the possession of stock, 

equity in capital, or any interest in the profits of the applicant or licensee, or through the 

possession of such an interest in other entities that directly or indirectly hold an interest in the 

applicant or license. Specifies that the percentage of beneficial ownership in the applicant or 

licensee that is held by any other entity is determined by multiplying the other entities’ 

percentage of ownership interest at leach level. 

 

4) “Chain” means a group of two or more licensees that are controlled, as defined in 5) below, 

by the same persons or entities. 

 

5) “Control” means the ability to direct the operation or management of the applicant or licensee 

and includes the ability to exercise control through intermediary or subsidiary entities. 

 

6) “Hedge fund” means an entity that uses pooled investment funds for private investment that 

are open to a limited number of accredited investors allowed to trade securities that may not 

be registered with financial authorities. 
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7) “License” means a basic permit to operate a health facility with an authorized number and 

classification of beds. Specifies that a license is not transferable. 

 

8) “Manage” means to exercise operational control over a facility or to assume any role that 

impacts the delivery of care or management of employees within the facility. 

 

9) “Management company” means any company or entity that exercises operational control 

over the facility or that has assumed or been delegated any role that impacts the delivery of 

care, services, staffing, personnel, administrative management, or any other operational role 

that is the responsibility of the licensee under state and federal law, either through contract or 

some other arrangement. 

 

10) “Operate” means to own, lease, sublease, establish, maintain, conduct the affairs of, or 

manage a freestanding skilled nursing facility. 

 

11) “Parent organization” and “parent company” mean an organization in control of another 

organization either directly or through one or more intermediaries. 

 

12) “Person” means any person, firm, association, organization, partnership, business trust, 

corporation, limited liability company, or company. 

 

13) “Private equity” means an entity composed of funds and investors that directly invest in 

private companies that are not publicly traded. 

 

14) “SNF” means a health facility that provides skilled nursing care and supportive care to 

patients whose primary need is for availability of skilled nursing care on an extended basis.  

 

15) “Suitable” means an applicant has the character, abilities, education, experience, performance 

history, financial resources, and other necessary qualifications to operate a freestanding 

skilled nursing facility in full compliance with all applicable federal, state, and local statutes 

and regulations. 

 

16) “Wrongful operator” means an applicant or associated person or entity that acquires, 

operates, establishes, manages, conducts, or maintains a freestanding SNF before DPH 

approves its application or following the denial of its application, or means a person or entity 

that acquires, operates, establishes, manages, conduct, or maintains a freestanding SNF 

without first apply to and obtaining a license from DPH for that purpose. 

 

17) “Wrongful operation” means an act committed by an applicant or associated person or entity 

as described in 16) above. 

Licensing requirements 

18) Prohibits any person, firm, entity, partnership, trust, association, corporation, or political 

subdivision of the state, or other governmental agency within the state from acquiring, 

operating, establishing, managing, conducting, or maintaining a freestanding SNF without 

first obtaining a license from DPH.  
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19) Requires an applicant for a license to submit an application to DPH at least 120 calendar days 

prior to acquiring, operating, establishing, managing, conducting, or maintaining a 

freestanding SNF. 

 

20) Applies the provisions in 18) and 19) above to any form of change of ownership, operations, 

or management involving a freestanding SNF, including, but not limited to, the following 

transactions: 

 

a) Establishment of interim or longer-term management agreements wherein operational 

control or management responsibilities are transferred from the owner or licensee to a 

new manager or entity; 

b) Establishment of any type of agreement with an entity or person that assumes a role 

impacting the delivery of care or management of employees within the facility; 

c) The transfer, purchase, or sale of ownership interest in the facility, at any level of its 

ownership, including, but not limited to, those involving any and all parent companies; 

d) Transactions described in existing law that prohibit any person from acquiring a 

beneficial interest of 5% or more in any corporation or partnership licensed to operate a 

SNF or intermediate care facility (ICF), or in any management company under contract 

with a licensee of a SNF or ICF without prior approval from DPH; 

e) Sale or transfer of the facility’s title and property; 

f) The lease of all or part of a facility; and,  

g) Transactions by nursing home chains that change ownership interest or management 

responsibilities in facilities. 

 

21) Requires an applicant to affirmatively establish that it and all associated persons and entities 

are suitable, as defined in 15) above. 

 

22) Requires an application for a license to be filed on forms established and furnished by the 

DPH, that require, but are not limited to, all of the following information: 

 

a) Information currently required by existing law; 

b) Whether the applicant is a for-profit, not-for-profit, or governmental provider; 

c) Name and address of the applicant; 

d) Names of all prospective owners and their ownership percentages in a list format; 

e) Names of all prospective directors, board members, and managers in a list format; 

f) Name and address of any and all parent organizations; 

g) Names and addresses of all directors, board members, and managers of any and all parent 

organizations in a list format and copies of all contracts and financial agreements with the 

applicant; 

h) Names of all private equity and hedge fund investors in a list format; and,  

i) If applicable, all of the following information: 

 

i) The name, address, license number, and licensing agency name of other skilled 

nursing, health, residential, or community care facilities owned, managed, or 

operated by the same applicant or by any parent organization of the applicant; 

ii) The name and business address of any person or entity that controls the applicant; 

iii) If part of a chain, a diagram indicating the relationship between the applicant and the 

persons or entities that are part of the chain, including those that are controlled by 

the same parties, and all associated or related-party entities that provide services to 
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the chain, and in a separate list, the name, address, and license number, if applicable, 

for each person or entity in the diagram; 

iv) The name and address of any persons, organizations, or entities that own the real 

property on which the facility seeking licensure and the licensed facilities described 

i) above are located, along with copies of any existing or proposed property or lease 

agreements; 

v) The name and address of the prospective property owner if the real property is being 

transferred or sold; 

vi) The name and address of any management company that would manage the facility 

and the same information required of applicants in i) and ii) above for the 

management company and copies of any existing or proposed management 

agreements or contracts; 

vii) The Medicare and Medicaid cost reports for all nursing facilities owned or managed 

by the applicant for the past five years in California and other states; 

viii) The quarterly payroll-based journal staffing reports for all nursing facilities owned 

or managed by the applicant for the past five years in California and other states; 

and, 

ix) The name of the person with operational control of the applicant, including the chief 

executive officer, general partner, owner, or like party, and state that person’s prior 

or present service as an administrator, chief executive officer, general partner, 

director, like role of, or as a person who has held or holds a beneficial ownership 

interest of 5% or more in, any SNF, ICF, residential care facility for the elderly, 

community care facility, health facility, or similarly licensed facility in California or 

any other state within the past 10 years. 

 

23) Requires the following information regarding the applicant and each individual or entity 

identified in 22) above: 

 

a) Any revocation, suspension, probation, exclusion order, termination of Medicare or 

Medicaid certification, receivership, appointment of a temporary manager, designation as 

a special focus facility or special focus facility candidate by the federal Centers for 

Medicare and Medicaid Services (CMS), or other similar administrative enforcement or 

disciplinary action that was initiated in California or any other state or by the federal 

government, or is in the process of being adjudicated, against a facility associated with 

the applicant or a person identified pursuant to 22 i) above, by any authority responsible 

for the licensing of health, residential, or community care facilities; 

b) Copies of final findings, orders, or both, issued by any health, residential, or community 

care licensing agency, certification agency, or any court relevant to the actions described 

in a) above; 

c) Any injunctions, corporate integrity agreements, damages, or settlements resulting from 

actions filed by the Attorney General, the Department of Justice, a district attorney’s 

office, or other federal, state or local law enforcement agency against the applicant, 

associated persons or entities, or any facilities that they have owned, operated, or 

managed; 

d) Any petition for bankruptcy relief involving operation or closure of a health, residential, 

or community care facility licensed in California or any other state, the court, date, and 

case number of the filing, and whether a discharge was granted. Requires, if a discharge 

was not granted, the applicant to provide copies of any court findings supporting denial 

of discharge;  
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e) The identity of any facility that has been subject to foreclosures, judgment liens, utility 

cutoffs, or disruptions in staffing, services, or supplies due to failures to meet payroll or 

pay bills; 

f) Evidence that the applicant and all associated persons and entities are able to, and will 

fully comply with federal, state, and local requirements governing SNFs. Requires the 

evidence to include, but not be limited to, their performance histories in providing SNF 

care or other types of long-term care (LTC) in this state, other states or territories, 

measured by compliance with applicable statutes and regulations; 

g) Evidence that the applicant and all associated persons and entities are of reputable and 

responsible character. Requires the evidence to include, but not be limited to, criminal 

record clearances, employment histories, and character references. Requires, if the 

applicant is a firm, association, organization, partnership, business trust, corporation, or 

company, like evidence to be submitted as to the individuals or entities holding a 

beneficial ownership interest of 5% or more, and the person who has operational control 

of the SNF. Requires the evidence to establish that the applicant is trustworthy, 

responsible, and dedicated to providing high quality care to residents; 

h) Evidence that the applicant and all associated persons and entities have the financial 

capacity to operate the facility. Requires the applicant to submit a detailed projected 

budget for the first year of operation accompanied by evidence of access to sufficient 

working capital; 

i) Evidence that the applicant and all associated persons and entities have the necessary 

education, experience, and abilities to provide high quality care to residents of the 

facility, including, but not limited to, education credentials, professional licenses, 

employment histories, and other relevant qualifications; 

j) Evidence that the applicant and all associated persons and entities have a history of full 

compliance with applicable employment laws and regulations; and, 

k) Any additional information at the request of DPH related to consideration of the 

application. 

 

24) Requires the information required by this bill to be provided to DPH upon initial application 

for licensure, and any change in the information to be provided to DPH within 30 calendar 

days of that change unless a shorter timeframe is required by DPH. Authorizes a licensee of 

multiple facilities to provide a single notice of changes to DPH on behalf of all licensed 

facilities within the chain. Allows information pertaining to facilities operated in other states 

to be updated on an annual basis, except for the following information: 

 

a) Information described in 23) above must be updated within 30 calendar days of the 

change; and,  

b) Information described in 22) above must be updated within six months after the change. 

Public notice, review, and suitability 

25) Requires DPH to post all applications and supporting documents submitted pursuant to this 

bill on its internet website within 72 hours of receipt and to provide the public an opportunity 

to comment on pending applications while they are under review. Requires DPH to 

additionally post each application and supporting documents to the subject facility’s page on 

its Cal Health Find internet website with an alert that a change in ownership or management 

is pending, post a link to each of the applicant’s currently licensed facilities and their 

associated information, and send an email message to members of the public who have 
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subscribed to ownership change alerts. 

 

26) Requires DPH to review and consider all comments received on pending applications. 

 

27) Requires DPH, within 72 hours of making a determination on an application submitted 

pursuant to this bill, to post the determination to its internet website. 

 

28) Requires a license applicant to provide complete and accurate information to DPH. 

 

29) Provides that an applicant’s failure to cooperate with DPH in the submission of complete and 

accurate information will result in the denial of the application. 

 

30) Defines, for purposes of this bill, “failure to cooperate” to mean that the information and 

evidence required by this bill, other applicable statutes, and DPHs regulations either have not 

been provided, are not complete, are not accurate, or have not been provided in the form 

requested by DPH. 

 

31) Authorizes DPH to deny an application for licensure or to subsequently revoke a license if 

the applicant knowingly withheld material information or made a false statement of material 

fact with regard to information that was required by the application for licensure. 

 

32) Authorizes DPH to deny an application for licensure or to subsequently revoke a license if 

the applicant did not disclose administrative disciplinary and enforcement actions on the 

application as required by 23) above. 

 

33) Authorizes DPH, in addition to the remedies provided under this bill, subsequent to licensure, 

to assess a civil penalty of ten thousand dollars ($10,000) for a material violation of these 

provisions. 

 

34) Requires DPH to examine and consider all information submitted pursuant to 22) and 23) 

above and all other factors required by other applicable federal, state, and local statutes and 

regulations in making its determination on whether the applicant and associated persons and 

entities are suitable for licensure. 

 

35) Requires DPH to cross-check all information and evidence submitted by the applicant 

concerning its suitability, including, but not limited to, verifying ownership and compliance 

histories through its own records, cross-checking with other licensing agencies in this state, 

other states, and territories, and confirming criminal history clearances. 

 

36) Requires DPH, if the applicant or associated persons and entities are professionals licensed 

by the state, to contact the appropriate licensing agencies to obtain information about 

disciplinary actions taken against the licensees and to confirm that their licenses are in good 

standing. 

 

37) Authorizes DPH, to the extent not prohibited by federal or state law, to obtain any 

information deemed necessary to make a determination on the suitability of the applicant and 

associated persons and entities for licensure. 
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38) Requires DPH, in making a determination on whether an applicant is suitable, to thoroughly 

examine the compliance histories of facilities that are or have been owned, operated, or 

managed by the applicant and associated persons and entities, and to review the performance 

history of any nursing home chain that is associated with the applicant. Requires DPH’s 

review to consider compliance histories during the 10-year period before the date of the 

application, and grants DPH the discretion to consider events and actions that occurred at any 

time. 

 

39) Requires DPH to review and consider any available information and evidence concerning the 

applicant’s suitability, including, but not limited to, inspection findings, violations, complaint 

histories, citations, enforcement actions, appointments of a temporary manager, criminal and 

civil charges, prosecutions, elder abuse litigation, adequacy of staffing levels, labor actions, 

unfair labor practices, financial instability, special focus facility status, patterns of abuse and 

neglect, failures to report abuse and neglect, actions and investigations by law enforcement 

agencies, findings of professional licensure boards, media reports, and any other information 

or evidence that is material to its determination. 

 

40) Requires DPH to deny an application if the applicant fails to establish through the evidence 

submitted that it and associated persons and entities are suitable, as defined in 15) above. 

 

41) Provides that any of the following actions, sanctions, or findings automatically disqualify an 

applicant from being determined suitable for licensure: 

 

a) The applicant or any associated persons or entities have owned, operated, or managed a 

SNF, nursing facility, intermediate care facility, assisted living facility, community care 

facility, or other type of LTC facility in this state or any other state or territory that, while 

under their ownership, operation, or management, was terminated from the federal 

Medicare program or the Medi-Cal program due to noncompliance, had its license 

suspended or revoked, or was subjected to receivership or temporary management; 

b) The applicant or any associated persons or entities have engaged in the act of wrongful 

operation, as prohibited by this bill; 

c) The applicant or any associated persons or entities are on the List of Excluded 

Individuals/Entities of the United States Department of Health and Human Services 

(DHHS) Office of Inspector General; 

d) The applicant or any associated persons or entities are under a corporate integrity 

agreement established by DHHS; 

e) The applicant or any associated persons or entities have a felony conviction; 

f) The applicant or any associated persons or entities has petitioned for bankruptcy relief 

involving the operation or closure of a health, nursing, assisted living, or community care 

facility in this state or any other state or territory in the past 10 years;  

g) The applicant fails to meet the financial capacity requirements with sufficient funds for 

the first 12 months of operation;  

h) The applicant or any associated persons or entities have owned, operated, or managed a 

SNF or ICF that, while under their ownership, operation, or management has received a 

second or subsequent class “AA” citation from DPH within a 24-month period;  

i) The applicant or any associated persons or entities have owned, operated, or managed a 

SNF or ICF that, while under their ownership, operation, or management, has received 

three or more of any combination of a class “AA” citation, a class “A” citation, or a 

deficiency constituting an “immediate jeopardy” violation in the preceding five years; 
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j) The applicant or any associated persons or entities has owned, operated, or managed a 

SNF or nursing facility CMS has designated as a special focus facility or special focus 

facility candidate within the preceding five years; or, 

k) The applicant or any associated persons or entities has owned, operated, or managed a 

SNF, nursing facility, ICF, assisted living facility, community care facility, or other type 

of LTC facility in this state or any other state or territory that have demonstrated a pattern 

and practice of violations of state or federal standards during the last 10 years. 

 

42) Requires DPH to review and make a determination within 120 calendar days of an 

applicant’s submission of a complete application. 

 

43) Authorizes DPH to extend the 120-day time period by up to an additional 60 days if it cannot 

complete its determination due to extenuating circumstances. Requires DPH to notify the 

applicant in writing of the extension and the estimated date of its determination. 

 

44) Prohibits the applicant and associated persons and entities from acquiring, operating, 

establishing, managing, conducting, or maintaining a freestanding SNF prior to obtaining a 

favorable determination from DPH on a licensure application. Prohibits a transfer of 

ownership, operations, or management of the facility from taking place prior to DPH’s 

approval, whether interim, long term, or permanent. 

 

45) Requires DPH to approve the application and notify the applicant in writing if it determines 

that the applicant and associated persons and entities are suitable and have complied with all 

requirements of this bill and other applicable statutory and regulatory requirements. 

 

46) Requires DPH to deny the application and notify the applicant in writing if it determines that 

the applicant or associated persons and entities are not suitable or have not complied with the 

requirements of this bill or other applicable statutory and regulatory requirements. 

Appeal of denials; sanctions for operating without a license 

47) Authorizes an applicant, upon written request, to request an administrative hearing to appeal 

the determination. 

 

48) Prohibits, during the pendency of the appeal, the applicant and associated persons and 

entities from acquiring, operating, establishing, managing, conducting, or maintaining the 

facility that is the subject of the appeal. 

 

49) Requires, if an applicant or associated person or entity commits wrongful operation, as 

defined in 17) above, all of the following actions to immediately be taken: 

 

a) Requires DPH to ban all new admissions to the facility and, if the facility is part of a 

chain, to ban all admissions to each and every facility in the chain; 

b) Requires DHCS to suspend all Medi-Cal payments to the facility; 

c) Requires DPH to notify the Attorney General and CMS that the facility is being operated 

by a person or entity without an approved license; 

d) Requires DPH to conduct daily onsite monitor visits at the facility until the situation is 

resolved; 
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e) Requires DPH to assess the need to appoint a temporary manager to operate the facility 

or to seek appointment of a receiver for the same purpose pursuant to its authority under 

existing law;  

f) Requires DPH, if an applicant or associated person or entity acquires, operates, 

establishes, manages, conducts, or maintains a facility following the denial of its 

application, to ensure that the facilities operation is transitioned to a qualified operator in 

a manner that will protect the health and safety of the residents; and, 

g) Requires DPH to advise all residents, their representatives, and the state and local LTC 

ombudsperson offices of the circumstances, and inform them of the sanctions that are 

being imposed and of the residents’ right to remain at the facility while corrective actions 

are taken. 

 

50) Provides that a suspension of Medi-Cal payments to the facility does not constitute failure to 

pay or non-payment for any resident of the facility nor will it be the basis for the transfer or 

discharge of any resident. 

 

51) Provides that, notwithstanding and other provision of this bill, wrongful operation is a 

separate and distance offense of these provisions and is punishable as a misdemeanor, by a 

fine not exceeding two thousand five hundred ($2,500), by imprisonment in a county jail for 

a period not to exceed one year, or by both the fine and imprisonment. Makes a wrongful 

operator subject to a summons to appear in court. 

 

52) Authorizes a misdemeanor to be prosecuted regardless of any concurrent enforcement of civil 

penalties or administrative remedies available to DPH. 

 

53) Makes any person who, individually or through an entity, is licensed to operate or approved 

by DPH to manage a freestanding SNF, guilty of a misdemeanor if the facility is being 

operated or managed by a wrongful operator. 

 

54) Provides that all applications, determinations, written public comments, appeals, and other 

documents received or prepared pursuant to this bill will be considered public records, in 

accordance with any applicable federal or state privacy laws. 

 

55) Requires DPH to establish regulations governing criminal clearance procedures for 

applicants and associated persons and entities by January 1, 2024. 

 

56) Requires DPH to ensure that the staff members assigned to implement this bill have expertise 

in nursing home quality, regulations, staffing, ownership, management, and financial 

accountability. 

 

57) Requires DPH to prepare an annual report and submit it to the Legislature by December 31 of 

each year on SNF ownership and management applications and of determinations made 

subject to this bill. Requires the reports to contain, at a minimum, all of the following 

information: 

 

a) The numbers of approved, denied, and pending applications; 

b) The names of applicants with approved, denied, or pending applications; 

c) The reason for each denied application; 

d) The status of appeals, by facility;  
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e) The chain affiliations, if any, of applicants with approved, denied, or pending 

applications; 

f) The timeliness of DPH’s determinations on approved, denied, or pending applications; 

g) The number of SNFs that have changed ownership or management and any patterns 

involving those changes in types of ownership and other factors affecting quality of 

resident care and quality of life; 

h) The names of individuals and entities that have been cited for wrongful operation, 

descriptions of penalties that have been imposed, and actions taken to ensure the health 

and safety of residents in facilities operated by wrongful operators; and,  

i) Information, finding, and recommendations relating to ensuring thorough and effective 

advance screening of persons and entities seeking SNF licensure, prohibiting and 

preventing wrongful operation, strengthening suitability requirements, and establishing 

effective enforcement remedies. 

 

58) Specifies that the provisions of this bill do not apply to a SNF operated as a distinct part of an 

acute care hospital or to receivers or temporary managers that are appointed in accordance 

with state or federal laws. 

EXISTING LAW:  

1) Establishes DPH to, among other functions, license and regulate health facilities, including 

SNFs, and defines a SNF as a health facility that provides skilled nursing care and supportive 

care to patients whose primary need is for availability of skilled nursing care on an extended 

basis.  

 

2) Requires any person, political subdivision of the state, or governmental agency desiring a 

license for a health facility, approval for a special service, or approval to manage a health 

facility currently licensed as a health facility, including a SNF, that has not filed an 

application for a license to operate that facility to file with DPH a verified application on 

forms prescribed and furnished by DPH, containing all of the following: 

 

a) The name of the applicant and, if an individual, whether the applicant has attained the age 

of 18 years; 

b) The type of facility or health facility; 

c) The location; 

d) The name of the person in charge; 

e) Evidence satisfactory to DPH that the applicant is of reputable and responsible character. 

Requires, if the applicant is a firm, association, organization, partnership, business trust, 

corporation, or company, like evidence to be submitted as to the members or 

shareholders, and the person in charge of the health facility for which application for 

license is made. Requires, if the applicant is a political subdivision of the state or other 

governmental agency, like evidence to be submitted as to the person in charge of the 

health facility for which application for license is made; 

f) Evidence satisfactory to DPH of the ability of the applicant to comply with existing law 

and with rules and regulations promulgated by DPH; and,  

g) Evidence satisfactory to DPH that the applicant to operate a SNF or ICF possesses 

financial resources sufficient to operate the facility for a period of at least 45 days, unless 

it is a management company; 
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h) Evidence of the right to possession of the facility at the time the application will be 

granted, which may be satisfied by the submission of a copy of applicable portions of a 

lease agreement or deed of trust. Requires the names and addresses of any persons or 

organizations listed as owner of record in the real estate, including the buildings and the 

grounds appurtenant to the buildings, to be disclosed to DPH; and, 

i) Any other information as may be required by DPH for the proper administration and 

enforcement of this law. 

 

3) Authorizes DPH to deny licensure if the applicant has been convicted of a crime violating a 

law or regulation substantially related to the qualifications or duties of the applicant or 

licensee, or which is related to the function of the business, or on the grounds of knowingly 

making a false statement of fact required on the application. 

 

4) Requires the names and addresses of any person or organization having an ownership or 

control interest of 5% or more in a management company to be disclosed to DPH, if the SNF 

is operated by, or proposed to be operated in whole or part under, a management contract. 

Requires, if the management company is a subsidiary of one or more other organizations, the 

disclosure to include the names and addresses of the parent organizations.  

 

5) Prohibits any person from acquiring a beneficial interest of 5% or more in any corporation or 

partnership licensed to operate a SNF, or in any management company under contract with a 

licensee of a SNF, without the prior written approval of DPH. 

6) Requires each applicant for a license to operate a SNF to disclose to DPH evidence of the 

right to possession of the facility at the time the application will be granted, which may be 

satisfied by the submission of a copy of applicable portions of a lease agreement or deed of 

trust. Requires the names and addresses of any persons or organizations listed as owner of 

record in the real estate, including the buildings and the grounds appurtenant to the buildings, 

to be disclosed to DPH. 

 

7) Requires each applicant for a license to operate a SNF to disclose to DPH any other 

information as may be required by DPH. 

 

8) Defines “manage” to mean to assume operational control of the facility. 

9) Specifies that, if the applicant is a firm, partnership, association, or corporation, the 

conviction of any officer, director, and shareholder with a beneficial ownership interest in the 

applicant exceeding 10% or the person in charge of the health facility may serve as the basis 

for denial of the license by DPH. Specifies that if the applicant is a political subdivision of 

the state or other governmental agency, the conviction of such a crime by the person in 

charge of the health facility may serve as the basis for denial of the license by DPH. The 

record of conviction or a certified copy certified by the clerk of the court or by the judge in 

whose court the conviction is had, is conclusive evidence.  

 

10) Requires DPH, when any individual or entity seeks approval to operate or manage a SNF, to 

consider the following: 

 

a) Whether the applicant is of reputable and responsible character, DPH to consider any 

available information that the applicant has demonstrated a pattern and practice of 
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violations of state or federal laws and regulations. Requires DPH to give particular 

consideration to those violations that affect the applicant’s ability to deliver safe patient 

care; and, 

b) Whether the applicant has the ability to comply with licensing requirements and the rules 

and regulations regarding licensure, DPH to consider evidence that includes all of the 

following: 

 

i) If any, prior history of operating in this state any other licensed health facility, and the 

applicant’s history of substantial compliance with the requirements imposed under 

that license, applicable federal laws and regulations, and requirements governing the 

operators of those facilities; 

ii) If any, prior history of operating in any other state any facility authorized to receive 

Medicare Program reimbursement or Medicaid Program reimbursement, and the 

applicant’s history of substantial compliance with that state’s requirements, and 

applicable federal laws, regulations, and requirements; and,  

iii) If any, prior history of providing health services as a licensed health professional or 

an individual or entity contracting with a health care service plan or insurer, and the 

applicant’s history of substantial compliance with state requirements, and applicable 

federal law, regulations, and requirements. 

 

11) Authorizes DPH to require the applicant to furnish other information or documents for the 

proper administration and enforcement of licensing laws. 

12) Defines “license” to mean a basic permit to operate a health facility with an authorized 

number and classification of beds. Specifies that a license is not transferable. 

 

13) Specifies that a license expires 12 months from the date of its issuance. 

 

14) Establishes a civil penalty structure for LTC facilities, categorized into “AA,” “A,” and “B” 

violations: “A” violations are where DPH determines that the violation presents either 

imminent danger of death or serious harm, or a substantial probability that death or serious 

harm to residents would result; “AA” violations (the most severe) are those that meet the 

criteria for a class “A” violation that DPH determines was a direct proximate cause of the 

death of a resident of an LTC facility; and “B” violations are those that DPH determines have 

a direct or immediate relationship to the health, safety, or security of LTC facility residents.  

FISCAL EFFECT: Unknown. This bill has not been analyzed by a fiscal committee. 

COMMENTS:  

1) PURPOSE OF THIS BILL. According to the authors, we need to do whatever we can to 

protect some of our most vulnerable – our nursing home residents. Unfortunately, some 

California SNF operators are operating and owning nursing homes without a fully completed 

license approval from DPH. Further, after these nursing homes have been denied licenses due 

to findings they are unfit; some SNFs continue to operate nursing homes despite being 

unlicensed. The authors conclude that this bill puts an end to that and that we need SNF 

owners who are qualified and who care, and who put people over profit, not the other way 

around. 
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2) BACKGROUND. In California 1,215 SNFs provide care to 96,296 residents and patients. 

SNFs are licensed and regulated by DPH and provide skilled nursing and supportive care to 

patients whose primary need is for the availability of skilled nursing care on an extended 

basis. These include freestanding nursing homes and 'distinct part' nursing homes, which are 

attached to hospitals. In 2020, the reported average cost per patient day for a SNF was 

approximately $304 ($110,960 annually). Medicare and private pay costs are usually higher. 

SNF occupancy rates in California are approximately 87%. According to the Department of 

Health Care Access and Information (HCAI, formerly the Office of Statewide Health 

Planning and Development) 88% of facilities are proprietary (i.e., run by for-profit 

corporations (26%), limited liability companies (51%), health care districts, counties, or other 

public agencies) and 12% are nonprofit. 

DPH is responsible for ensuring SNFs comply with state laws and regulations. DPH 

Licensing & Certification (L&C) staff conducts on-site inspections of LTC facilities 

(including SNFs) and responds to approximately 6,650 complaints and 19,300 events 

reported by facilities each year. Events that facilities are required to report to DPH 

(reportable events) include interruptions of services essential to the health and safety of 

residents; alleged or suspected abuse; all fires, disasters, and other risks to resident life or 

health resulting from accidents or incidents at the facility; and, administrator or director of 

nursing personnel changes. Investigation of complaints and reportable events also require on-

site inspections. These inspections, called surveys (also conducted by DPH L&C staff), 

evaluate compliance with both state and federal requirements. 

 

a) DPH’s Center for Health Care Quality (CHCQ), L&C Program. L&C is responsible 

for administering the licensure, regulation, inspection, and certification of health care 

facilities (including SNFs) and certain health care professionals in California. L&C is 

organized into 14 district offices and Los Angeles County, which operates under a 

contract with the program. L&C staff conduct periodic inspections and investigation of 

complaints and entity-reported incidents to ensure health care facilities comply with state 

and federal laws and regulations, conducting more than 30,000 complaint and entity-

reported incident investigations of LTC facilities annually. L&C also contracts with 

CMS, which provides federal funding, to ensure that facilities accepting Medicare and 

Medi-Cal payments comply with federal laws and regulatory requirements. In addition to 

facility oversight, L&C oversees the certification of certified nurse assistants, home 

health aides, hemodialysis technicians, and the licensing of nursing home administrators. 

 

L&C requires LTC facilities to correct less serious deficiencies by implementing a 

written plan of correction without incurring fines or other penalties. If warranted, L&C 

may impose a fine, appoint a temporary manager or receiver, suspend or revoke the 

facility’s license, or use other remedies for violations as provided by state or federal law. 

While L&C can impose state fines, it can only recommend to CMS that a federal remedy 

other than a written plan of correction be imposed. CMS may impose, modify, or waive 

DPH’s recommended remedy. 

 

b) History of Problems with Health Facility Oversight. L&C’s regulatory oversight of 

health care facilities has been fraught with allegations of inefficiency compromising 

patient safety. Concerns have been raised by the federal government, the Legislature, the 

California State Auditor (CSA), stakeholders, and the media for more than ten years. In 

particular, L&C has demonstrated a consistently poor record of completing investigations 
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of health care facility complaints of abuse and neglect of residents in a timely manner. 

 

The concerns date back prior to 2006, when SB 162 (Ortiz) Chapter 241, Statutes of 

2006, established DPH as a separate department from the Department of Health Services 

(DHS, now DHCS) effective in July of 2007. When SB 162 was heard in the Assembly 

Health Committee, the analysis noted the following: 

 

“There has been longstanding perceived ineffectiveness within the L&C Section of DHS 

in all areas of responsibility, such as licensing; inspections; and investigations of family, 

consumer, and anonymous complaints, all of which endanger patient safety, prevent 

providers from obtaining licenses and renewals in appropriate time frames, and create 

significant inequities in the fees supporting these activities.” 

 

i) CSA (2007) - The L&C program was the subject of a 2007 state audit that found 

investigations were promptly initiated for only 51% of its 15,275 complaints and 

promptly completed only 39% of the time. The audit noted that, despite efforts to 

increase staffing, the reliance on nurses to conduct complaint investigations resulted 

in struggles to fill vacant facility evaluation staff positions due to low salaries and a 

shortage of available nurses. 

 

ii) Federal Office of Inspector General (2011, 2012, 2014) – The L&C program was 

the subject of three separate reports from the federal Office of Inspector General for 

DHHS. These reports found that L&C was not meeting its federal oversight 

requirements for health care facilities pursuant to Medicare and Medicaid laws and 

regulations. In particular, L&C investigators were not properly identifying unmet 

federal requirements in its surveys and inspections of health care facilities. 

 

iii) CSA (2014) – The L&C program was the subject of a second audit in 2014 that found 

systemic problems associated with completing timely health care facility complaint 

investigations that were substantially similar to the problems identified by the Auditor 

in 2007. The new audit found that, as of April 2014, the L&C program had more than 

10,000 open complaints and entity-reported incidents against long-term care facilities 

and nearly 1,000 open complaints against individuals. Many of these complaints, 

including those indicating a safety risk to one or more facility residents, had remained 

open for nearly a year. 

 

iv) Los Angeles County Investigation, Office of Inspector General (LAC OIG) Audit 

(2014, 2020, 2021) – In 2014, an investigative report published in the Los Angeles 

Daily News discovered the Los Angeles County Department of Public Health was 

administratively closing health care facility complaints of abuse and neglect that were 

submitted anonymously without completing an investigation. In response, the 

county’s Board of Supervisors ordered an audit of the county department’s Health 

Facilities Inspection Division (HFID). This review found more than 30% of 

complaint investigations had been open for more than two years, there was no central 

state or county monitoring of complaint investigation completion or timeliness, and 

HFID could neither identify the number of staff devoted to investigations nor the 

number of staff it would need to complete investigations timely. 

 

In February 2021, LAC OIG published “Improving Oversight and Accountability 
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Within Skilled Nursing Facilities: Second Interim Report,” which followed 

publication of the first interim report in October of 2020. These reports were directed 

by the Los Angeles County Board of Supervisors in response to the devastating 

impact of the COVID-19 pandemic on SNF residents and staff. While the two reports 

focused primarily on COVID-19 mitigation efforts and the capacity of the County’s 

Health Facilities Inspection Division’s to accomplish its oversight role, the second 

interim report also looked at the corporate ownership structures of large SNF chains 

in California. According to LAC OIG, large SNF chains have developed specific 

strategies to increase their profitability, including creating complex ownership 

structures to reduce liability by establishing multiple layers of related companies 

which separately own, manage, and operate their component facilities. Some SNF 

chains implement complicated ownership structures which utilize separate 

management companies and service providers owned by the same ownership group 

via a series of limited liability companies (LLCs). This can result in a complex and 

interlocking structure of related individual and corporate owners, management 

companies and service providers that obscures the ownership and the financial 

relationships between the various LLCs and lead to higher administrative costs. 

 

v) CSA (2018) – CSA’s audit: “Absent Effective State Oversight, Substandard Quality 

of Care Has Continued,” found that the state has not adequately addressed ongoing 

deficiencies related to the quality of care that nursing facilities provide. One of the 

recommendations of the audit is for DPH to amend its application licensing reviews 

by developing a defined process that specifies how an analyst will determine whether 

an applicant has demonstrated its ability to comply with state and federal 

requirements. The audit notes that the process should ensure that analysts conduct 

complete and standardized reviews of each nursing facility application, and should 

clearly outline what factors analysts will consider when determining whether an 

applicant is in compliance. The audit also recommended, among other things, that 

DPH should document the additional factors higher-level management will consider 

if applications are elevated for their review, and to ensure that DPH documents its 

decisions adequately. 

 

c) DPH Centralized Applications Branch (CAB). As noted on DPH’s L&C website, its 

top priority is to protect patient safety and ensure quality care for all patients and 

residents of the more than 11,000 health care facilities they regulate in California. In an 

effort to streamline and improve the licensing process, in July 2016, DPH began 

centralizing all application processing at its headquarters in Sacramento. The CAB 

processes applications in the order in which they are received, and processing times vary 

widely due to the complexity of the application.  

 

According to DPH, licensees and owners are vetted by completing a compliance history 

that includes a list of all facilities they currently operate and all of their reported 

deficiencies and violations. Based on the level of severity and scope of federal and state 

level citations, DPH will either issue or deny the application. According to DPH, the 

CAB provides standardization and consistency of state licensing and federal certification 

through the application process. CAB consists of four sections: i) CAB Administration 

Section; ii) LTC Section; iii) Non-LTC Section; and, iv) Home Health Aide/Hospice 

Section. The branch has 93 full-time employees and three student assistants.  
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CAB processes initial applications for providers seeking to open a new facility, Change 

of Ownership (CHOW) applications for existing licensed facilities that are being sold, 

thereby changing the licensee, and employer identification number, and all other Report 

of Changes (ROC) required to be reported to DPH. DPH has received 16 Initial (new 

SNF license) applications since 2015. Of those applications, one was denied, three were 

withdrawn, one was deemed incomplete, and 11 applications were approved. 

 

In calendar year 2020, CAB received over 9,000 Initial, CHOWs, and ROC applications, 

across all types of facilities. CAB has experienced an increase in workload each year 

since 2017. The volume of applications and processing timeframes vary by facility and 

application type. To view application volume and processing timeliness, visit the CAB 

Processing Metrics Dashboard located at 

https://www.cdph.ca.gov/Programs/CHCQ/LCP/Pages/CAB.aspx 

 

The current volume of incoming applications from 1/1/2021 – 4/30/2021 

Application 

Type 

Initial 

New licensure 
CHOW ROC Total 

Volume 1,290 110 2,739 4,139 

 

The chart below represents the number of initial (new) SNF applications received broken 

out by year and average processing time. 

 

Year 
Count of Initial 

Applications 

Average of Open Days from 

Received to Complete 

2015 5 416.4 

2016 1 322 

2017 3 521.67 

2018 4 535 

2020 3 68.33 

Grand Total/Average 16 372.68 

 

d) CHOWs. DPH states that a SNF CHOW application takes, from start to finish, on 

average, 492 days. This includes the paper application process, a survey by the district 

office, and any additional documentation requested by DPH staff. The number of SNF 

CHOWs received and the average processing time in days are in the table below. 

 

Receive Date Number of SNF CHOW Processing Days on Average 

2015 82 207.1 

2016 82 338.9 

2017 46 535.4 

2018 38 448.6 

2019 68 225.2 

2020 35 140.2 

Total/Average 351 315.9 
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e) Process for reviewing SNF compliance history for approval or denial. The CAB LTC 

Section has created a SNF internal checklist, which includes conducting several database 

checks as well as conducting a three-year compliance history on any individual with 5% 

or more ownership interest to ensure applicants meet state licensure and federal 

certification requirements. After compiling the compliance report, the analyst creates a 

summary document, adding total of citations and deficiencies incurred by applicants in 

all health care facilities owned in California. The data is aggregated by year and level of 

deficiency and citation. The data summary is put in a table which highlights scope and 

severity of deficiencies incurred by applicants. The analyst summarizes the compliance 

history report and flags pattern and widespread deficiencies along with any A and AA 

citations, further discussed below. This Compliance History Grid is used to guide the 

process of elevating the review of the compliance history through the chain of command. 

All reviewers follow the standardized process as documented on the Compliance History 

Grid. DPH states that it has developed a process and each decision taken on a SNF 

application is documented adequately with its supporting materials, documents and 

maintained in the application file. 

 

According to DPH, there are currently 50 SNF CHOW applications in “pending” status, 

and nine denied applications currently under appeal. 

 

f) Management operating transfer agreements. A CHOW application may contain a 

management operating transfer agreement (MOTA) between the current licensee and the 

prospective licensee that allows the prospective licensee to operate the facility while the 

application is on file and pending a determination. The facility remains licensed under the 

current licensee. Current law is silent on the length of time in which an “interim” owner 

or management company may operate a facility under a MOTA, which leaves many 

facilities in limbo, being operated under the former owner’s license. There are currently 

CHOW applications on file that were received in March 2016 that still are pending a 

determination five years later. 

 

g) Pending CHOW regulations at DPH. DPH issued an All Facilities Letter (AFL) in 

October of 2018, notifying stakeholders that DPH is developing regulations governing 

the CHOW process. The AFL asked for input on the following questions: 

 

i) What types of health facilities should be included in the CHOW regulations? 

 

ii) What type of transactions constitute a CHOW? What percentage of ownership 

change should be considered a CHOW? 

 

iii) What background information should DPH review to establish a “reputable and 

responsible character”? What person(s) should the DPH examine, that are associated 

with an applicant that is a firm, association, organization, partnership, business trust, 

corporation, or company? 

 

iv) Should DPH examine an applicant’s compliance practicing under a professional 

license, if applicable, during the health facility application review? If so, what 

compliance factors are most relevant to owning a health facility? 
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v) In evaluating an applicant’s compliance, what period of time should DPH review 

and consider? 

 

vi) What factors in an applicant’s compliance history establish the ability or inability to 

follow the rules and regulations applicable to operating a health facility? 

 

vii) What criteria should DPH apply to a compliance history to determine 

approval/denial of a CHOW? 

 

viii) How can an applicant best demonstrate the financial ability to operate a health 

facility? 

 

ix) In the event of a CHOW denial, what would be the responsibility of the original 

licensee to take back operations of the facility? 

 

x) Should a CHOW application be reviewed and approved by DPH before a purchase 

of the assets takes effect? 

 

In 2019 DPH stated that these proposed regulations were in final development and on 

schedule for completion by 2022, however, in an update provided in August 2021, DPH 

notes that amended regulations, (Change of Ownership, (DPH 14-008)) affecting not only 

SNF CHOWs but also those for general acute care hospitals, acute psychiatric hospitals, 

special hospitals, and ICFs are still in process. DPH states that the proposed regulations 

incorporate comments received in two stakeholder engagement meetings. The regulatory 

package addresses what transactions constitute a CHOW, reporting CHOWs to DPH, and 

the process for approving CHOWs. DPH notes that, barring unforeseen adverse 

circumstances, these regulations may be promulgated in fiscal year 2022-23 or 2023-24. 

 

h) Current survey process. Under state law, SNFs are only surveyed annually if they have 

had one or more citations in the past 12 months. Otherwise, the state survey interval is 

every two years. However, as part of the COVID Declaration of Emergency (Executive 

Order N-27-20) and CMS guidance, many surveys were paused to focus on COVID-19 

mitigation efforts. The data below includes DPH’s CHCQ licensing and certification 

survey activities for FYs 2017-18, 2018-19, 2019-20, and 2020-21, and shows the impact 

of the COVID-19 operational changes on CHCQ’s survey levels. 

 

The federal survey interval for SNFs is a 12-month average, but no later than 15.9 

months after the last day of the prior standard survey. Special focus facilities (SNFs that 

have a history of serious quality issues or are included in a special program to stimulate 

improvements in their quality of care) may be visited more often than once a year. 

 

DPH states that CHCQ resumed combined recertification and relicensing surveys for 

SNFs as of April 1, 2021, and is working to bring all facilities back into the 12-month 

average/15.9 month cycle.  

 

The chart below represents surveys completed over the last four fiscal years: 
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Survey Type 
FY 

2017-18 

FY 

2018-19 

FY 

2019-20 

FY 

2020-21 

Licensing Survey: Initial 9 4 7 8 

Licensing Survey: Re-licensure 276 437 234 10 

Certification Survey: Initial 6 4 6 4 

Certification Survey: Re-Certification 1,166 1,196 859 159 

Follow-Ups & Revisits 1,296 1400 1,073 356 

Annual Totals 2,753 3041 1,073 537 

According to DPH, in addition to the periodic surveys identified above, CHCQ has 

focused substantial resources during the COVID-19 pandemic on federal infection 

control (FIC) surveys and state mitigation surveys. CMS required FIC surveys to focus 

on preventing the transmission of COVID-19. DPH performed FIC surveys as required 

by CMS. Additionally DPH visited SNFs at least every six to eight weeks to conduct 

state mitigation plan surveys validating SNF’s mitigation plans. Mitigation plans were 

prepared in conformance with AFL 20-52 (issued May 11, 2020) and included 

information on COVID-19 testing and co-horting, infection prevention and control, 

personal protective equipment, staffing shortages, designation of space, and 

communication.  

3) SUPPORT. California Advocates for Nursing Home Reform (CANHR) supports this bill 

and states that no factor has more impact on the quality of care in a nursing home than its 

owner. Owners control the allocation of resources that determine staffing patterns, hire 

administrators and set expectations and priorities. Ownership decisions have life and death 

consequences for nursing home residents in the best of times, and never more so than during 

the pandemic. CANHR notes that notwithstanding the crucial impact of ownership on 

nursing home residents’ lives, California does not have a functioning system to screen 

owners or to regulate nursing home chains. CANHR states that DPH routinely allows chain 

operators to acquire and operate SNFs without prior approval. Even after denying their 

licenses due to findings that they are unfit, DPH permits operators to continue operating 

facilities. Anyone is able to buy and operate nursing homes in California, no matter how 

terrible their performance history may be. Operators no longer need a license to own or run 

nursing homes in California. CANHR contends that the state’s failure to screen out unfit 

operators is like a welcome sign to bad actors who see opportunities to exploit nursing home 

residents for profit, and as a result, California nursing homes are dominated by for-profit 

chains that, at best, are known for putting profits over care and, at worst, for routinely 

exposing residents to neglect and abuse that is causing residents to suffer severe harm, 

misery and torturous deaths.  

 

CANHR also states that unvetted, unfit management companies are another growing threat to 

the health and safety of California nursing home residents. DPH has no system to screen, 

monitor or sanction them, leaving them free to pursue profiteering schemes of the chain 

operators who employ them. CANHR states that DPHs’ practice of allowing management 
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companies to take over and operate nursing homes without any advance review or approval is 

exposing residents to grave dangers. As many as half of all nursing homes use separate 

management companies that are owned by the same owner or separate owners. Their use has 

grown along with complex ownership structures that feed money into corporate webs, pulling 

money away from staffing and causing the care of residents to suffer. These schemes allow 

operators to pad and hide profits while claiming they are operating on razor thin profit 

margins. CANHR concludes that in California, it is not uncommon for nursing home 

operators to disguise the role of management companies by characterizing them as 

administrative services companies or similar names. Doing so can put them outside the reach 

of regulators, deter detection of self-dealing arrangements, avoid accountability when 

residents are mistreated and hide their roles from the public. None of this serves the public 

interest. 

 

Asian Pacific Islander Legal Outreach (APILO) supports this bill stating that the COVID-19 

pandemic has brought tragedy and death to nursing home residents throughout California and 

exposed severe problems in the state’s oversight of these facilities. One of the gravest 

dangers to residents is from the acquisition, ownership, and operation of SNFs by unsuitable, 

unapproved, and unaccountable persons and entities. Although this problem existed even 

before the pandemic, the pandemic has exacerbated the negative consequences of this lack of 

oversight. APILO notes that these chain operators have acquired and are operating SNFs 

without obtaining licenses and approvals from DPH, yet DPH allows them to continue 

operating facilities even after denying licenses due to findings that they are unfit. APILO 

notes that they understand and are concerned about where nursing home residents may live in 

the event that an operator gets shut down, but that is not an excuse to allow chain operators 

with a negative performance history to acquire skilled nursing facilities in the first place. Nor 

is it an excuse to allow chain operators to operate pending a license, or to continue allowing 

them to operate even after their license is denied. 

 

4) OPPOSE UNLESS AMENDED. The California Association of Health Facilities (CAHF) is 

opposed to this bill unless it is amended, and states that it strongly agrees that the change of 

ownership or CHOW process for SNFs must be reformed. CAHF contends that California 

has the most unworkable and lengthy licensure process in the nation that requires nursing 

facility ownership transactions and interim managers to occur prior to an application being 

processed by DPH. CAHF states that nursing facilities did not create this backwards process. 

It has been perpetuated by the state – and it needs to end. CAHF describes several 

disagreements with the bill as drafted, noting that CAHF believes that the stringent 

disqualifications criteria would eliminate most if not all potential applicants, and the bill 

should hold DPH accountable to make final CHOW application decisions in the time they are 

allotted. CAHF requests several amendments to the bill, as follows: 

 

a) To change the term “wrongful operator” to “unlicensed operator” throughout the bill; 

 

b) To require DPH to issue a temporary license to a facility if DPH is unable to complete the 

application process for a change of ownership process within 120 days followed by a 60-

day extension;  

 

c) To require DPH, if a change of ownership application is denied, to set an appeal hearing 

within 30 days and to require the appeal decision within 60 days;  
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d) To authorize DPH to request relevant documents that a SNF deems confidential, such as 

contracts and financial documents rather than requiring these documents, for application 

information posted on the DPH website to be restricted to information that does not 

require confidentiality; 

 

e) To delete the requirement for an applicant to have a detailed budget for 12 months with 

12 months of working capital, and instead require applicants to submit evidence to DPH 

that they have the financial capacity to operate; 

 

f) To delete the requirement that an applicant be in “full” compliance, and instead require 

that applicants are in “substantial” compliance with applicable licensure, certification and 

employment laws and regulations; 

 

g) CAHF requests multiple changes to the automatic disqualifications for applicants, stating 

that more flexibility and discretion are needed for DPH to make determinations; and, 

  

h)  CAHF requests a delayed implementation date to 2026. 

  

5) PREVIOUS LEGISLATION.  

a) AB 279 (Muratsuchi) of 2021 would have prohibited the owner of an ICF or a SNF from 

terminating, or making significant changes to, its skilled nursing or supportive care 

services during the state of emergency related to COVID-19 unless the owner filed a 

bankruptcy petition. Required facility owners to notify all residents and their 

representatives of any resident’s COVID-19 infection. AB 279 was vetoed by Governor 

Newsom, who stated in part: “Although this bill seeks to protect residents of ICFs and 

SNFs from involuntary transfers, its restrictions could have unintended consequences for 

the people it intends to serve. Requiring a struggling facility short of bankruptcy to 

remain open may lead to conditions where care is compromised because the facility is not 

able to retain staff. For example, facilities with inadequate staffing will struggle to 

implement measures to limit COVID-19 transmission and prevent outbreaks. 

Furthermore, DPH does not have the legal authority to compel a facility to continue 

operating or providing services if the facility wishes to close.” 

 

b) AB 323 (Kalra), Chapter 458, Statutes of 2021, changes the standard DPH uses when 

issuing penalties against LTC facilities for violations that result in the death of a resident 

from “direct proximate cause” to “substantial factor” and the death was a result of the 

violation. Increases the amount of civil penalties assessed against LTC facilities. 

 

c) AB 749 (Nazarian), Chapter 586, Statutes of 2021, prohibits a SNF, until January 1, 

2023, from contracting with a person as a medical director if the person is not, or will not 

be within five years, certified by the American Board of Post-Acute and Long-Term Care 

Medicine as a Certified Medical Director, or, the physician is board certified in a medical 

specialty consistent with the type of care provided in the SNF, including, but not limited 

to, physical medicine and rehabilitation or pulmonology, and whose role as the medical 

director of the SNF has been reviewed and approved by the hospital's leadership. 

 

d) AB 1042 (Jones-Sawyer), Chapter 475, Statutes of 2021, authorizes DPH, when a SNF 

fails to pay certain penalties, and all appeals have been exhausted, to provide written 
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notice to the SNF and any “related parties” (businesses in which the SNF owner has an 

ownership or control interest of 5% or more), that DPH may take legal action to recover 

the unpaid penalty amount from the SNFs’ financial interest in the related party. Requires 

DPH to give written notice to related parties when a citation has been issued against a 

SNF, and to advise the related parties of the potential action if the violation is not 

remedied. Requires DHCS to give notice to related parties that DHCS may take legal 

action to recover unpaid quality assurance fees from the SNFs financial interest in a 

related party. 

 

e) SB 650 (Stern), Chapter 493, Statutes of 2021, requires an organization that operates, 

conducts, owns, manages, or maintains a SNF to prepare and file with HCAI an annual 

consolidated financial report that includes data from all operating entities, license 

holders, and related parties in which the organization has an ownership or control interest 

of 5% or more and that provides any service, facility, or supply to the SNF. Requires 

HCAI to post those reports and related documents to its internet website. 

 

f) AB 2644 (Wood), Chapter 287, Statutes of 2020, requires a SNF, in the event of a 

declared emergency related to a communicable disease, to report each disease related 

death to DPH within 24 hours. Requires DPH to make the total number of disease related 

deaths reported, and the location at which they occurred, available on its internet website 

on a weekly basis. Requires DPH to disclose the information in a manner that protects 

patients' privacy; authorizes DPH to require SNFs to report additional disease related 

information; require SNFs to notify residents and their representatives and family 

members about cases of the disease; and, require SNFs to have a full-time, dedicated 

Infection Preventionist. 

 

g) AB 1695 (Carrillo), Chapter 832, Statutes of 2019, requires a freestanding SNF to give a 

written notice to all residents of the facility 90 days prior to a transfer of management or 

a CHOW, and requires all employees to be retained for a 60-day transition employment 

period. 

 

h) AB 2798 (Maienschein), Chapter 922, Statutes of 2018, establishes specific timelines for 

DPH to approve applications from hospitals seeking to modify, add, or expand a service 

or program. Requires DPH, if it does not meet those timelines for an expanded service, to 

deem the application approved and issue a new license that includes the expanded 

service, which will remain licensed for not more than 18 months. Requires DPH to 

develop a Centralized Applications Unit advice program to assist hospitals in completing 

application paperwork, and to develop an automated system to process applications. 

 

i) AB 275 (Wood), Chapter 185, Statutes of 2017, revises the procedures for when a LTC 

facility plans to close or there is otherwise a change in the status of their license resulting 

in a need to transfer residents by, among other things, requiring written notice to residents 

to be made 60 days in advance, rather than 30; requiring the facility to hold a community 

meeting for residents; and adding requirements to the proposed relocation plans that 

facilities are required to have approved by DPH, including, identifying the number of 

affected residents and identifying the availability of alternative beds within the 

community as part of the proposed relocation plan. 
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j) AB 348 (Brown) of 2015 would have required DPH to apply the same time periods that 

are required for complaint investigations, inspections, and issuance of citations, to reports 

from licensed LTC facilities, and required DPH to analyze its compliance on a quarterly 

basis with the time periods for investigations that were established by budget trailer bill 

language for complaints and expanded by AB 348 to facility reports. 

 

k) SB 75 (Committee on Budget), Chapter 18, Statutes of 2015, was the omnibus health 

trailer bill, and contained changes to implement the 2015-16 Budget. Among the 

provisions of this bill were requirements that investigations of LTC facilities be 

completed within 90 days, as specified, until July 1, 2018, at which point investigations 

would have to be completed within 60 days. 

 

6) POLICY COMMENTS. As currently drafted, this bill prohibits “interim managers” from 

operating a SNF without a license, however, current law allows for “management 

companies” to operate a SNF on behalf of the licensee/owner. As this bill moves forward, the 

author may wish to further clarify the difference between “interim managers,” and what they 

are authorized to do, and “management companies,” and what they are authorized to do 

under the provisions of this bill. This bill also requires considerable amounts of information 

to be provided to DPH by an applicant for a SNF license. As this bill moves forward, the 

author may wish to work with DPH to further streamline the application process, which is 

currently a “paper” process. 

 

7) SUGGESTED AMENDMENTS. 

 

a) In order to clarify the intent of the bill, the Committee may wish to amend this bill to 

change the term “wrongful operation,” to “unpermitted operation.” 

 

b) Neither current law, nor this bill specify the amount of time DPH has to decide on an 

applicants’ appeal of a denial for a license. The Committee may wish to amend this bill to 

require DPH to make a decision within 60 days of the appeal hearing. 

 

c) The Committee may wish to amend the definition of “wrongful operator” to correct a 

drafting omission. 

 

REGISTERED SUPPORT / OPPOSITION: 

Support 

AARP 

Asian Pacific Islander Legal Outreach 

California Advocates for Nursing Home Reform 

California Alliance for Retired Americans 

California Association of Long Term Care Medicine 

California Long-Term Care Ombudsman Association 

California Retired Teachers Association 

California Advocates for Nursing Home Reform 

City of Pasadena 

Consumer Attorneys of California 

Disability Rights California 
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East Bay Elder Salon 

Gray Panthers of San Francisco 

Jovanka Beckles, Alameda Contra Costa Transit Director, Ward 1 

Ombudsman 

Save Our Seniors Network 

The Center for Independent Living, INC. 

The Geriatric Circle 

Truth4seniors 

Opposition 

None on file. 

 

Analysis Prepared by: Lara Flynn / HEALTH / (916) 319-2097 


