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Date of Hearing:  January 20, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

AB 1502 (Muratsuchi) – As Amended January 13, 2022 

Policy Committee: Health    Vote: 12 - 2 

      

      

Urgency:  No State Mandated Local Program:  Yes Reimbursable:  No 

SUMMARY: 

This bill enacts the Skilled Nursing Facility Ownership and Management Reform Act of 2022, 

establishing a framework for regulating the ownership, management, and operation of skilled 

nursing facilities (SNFs). Specifically, this bill: 

1) Requires the Department of Public Health (DPH) to thoroughly screen all applicants and 

entities seeking licenses to operate, acquire, operate, establish, manage, conduct, or maintain 

skilled nursing facilities (SNFs) for suitability and establishes the standards for determining 

suitability. 

 

2) Requires owners and operators, including nursing home chains, to obtain approval from DPH 

before acquiring, operating, or managing a SNF.  

 

3) Prohibits the use of interim or longer-term management agreements to circumvent state 

licensure requirements, and provides sanctions to deter owners and operators from 

“unpermitted operation,” defined as the act of acquiring, operating, or managing a SNF 

without first obtaining a license or other approval from DPH.  

 

4) Requires DPH to post SNF licensing applications on its internet website and give the public 

an opportunity to comment on pending applications.  

 

5) Requires DPH to make a licensing determination within 120 days of an applicant’s 

submission of a complete application for any type of change to the SNF license. 

 

6) Defines actions DPH and the Department of Health Care Services must take if a SNF 

operator or owner commits unpermitted operation, including banning new admissions to the 

facility and every facility in the chain, if applicable, and suspending all Medi-Cal payments 

to the facility. 

 

7) Requires DPH to prepare and submit to the Legislature an annual report, as specified. 

FISCAL EFFECT: 

DPH estimates implementation costs for this bill, including additional personnel, consulting, 

technology, enforcement, and development of the annual report for the Legislature, of $540,699 

for the first budget year, and $924,877 per budget year ongoing (Licensing and Certification 

Fund or GF).   
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Because DPH is already developing a regulation package related to change of ownership 

applications, additional costs for developing regulations are not included in the estimates.   

 

COMMENTS: 

1) Purpose. According to the author, we need to do whatever we can to protect some of our 

most vulnerable – our nursing home residents. 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 situation and that we need SNF owners who are qualified and who 

care, and who put people over profit. 

2) Background. SNFs are licensed and regulated by DPH and provide skilled nursing and 

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

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

attached to hospitals. In California, 1,215 SNFs provide care to 96,296 residents and patients. 

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%. 

3) History of Problems with Health Facility Oversight. DPH Licensing & Certification 

(L&C) is responsible for administering the licensure, regulation, inspection and certification 

of health care facilities (including SNFs). The federal government, the Legislature, the 

California State Auditor (CSA), stakeholders, and the media have raised concerns over 

L&C’s failure to ensure patient safety for more than 15 years. In particular, L&C has a poor 

record of completing investigations of health care facility complaints of abuse and neglect of 

residents in a timely manner. 

 

In February 2021, the Los Angeles County Office of the Inspector General revealed large 

SNF chains have developed specific strategies to increase their profitability. These strategies 

include creating complex ownership structures to reduce liability by establishing multiple 

layers of related companies that separately own, manage and operate their component 

facilities. In some cases, these SNF chains utilize separate management companies and 

service providers owned by the same ownership group via a series of limited liability 

companies (LLCs), resulting in a complex structure of related individual and corporate 

owners, management companies and service providers that obscures the ownership and 

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

 

In a 2018 report, the CSA recommended DPH develop a defined process that specifies how 

an analyst will determine whether an applicant has demonstrated its ability to comply with 

state and federal requirements, ensures that analysts conduct complete and standardized 

reviews of each nursing facility application, and clearly outlines the factors analysts will 

consider when determining whether an applicant is in compliance. The audit also 

recommended that DPH define the additional factors higher-level management will consider 

if applications are elevated for their review, and document its decisions adequately. 

Analysis Prepared by: Allegra Kim / APPR. / (916) 319-2081


