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Department of Health Issues Revisions to Pro-
posed Regulations on Salary, Spending Caps
The Department of Health has issued highly-anticipated revisions to its proposed regulations limiting the 
amount of state funding that can be used for administrative costs and executive compensation by certain 
state-funded agencies.  

The proposed regulations:

 Require that at least 75% of state-reimbursed costs be spent on direct care or services, not
      administration, increasing to 85% by 2015.

 Cap state reimbursement used for executive salaries at $199,000, subject to an annual adjustment.

 Limit use of non-state funds for executive salaries.

 Provide that state contracts can be terminated if the new rules are violated.

As described in our prior alerts, the Governor ordered the caps last January and the administration issued 
initial proposed regulations in May.  In October, thirteen state agencies each issued revised proposed 
regulations.  The Department of Health’s revised proposed regulations were issued on March 13.

The proposed revised regulations retain the core of the earlier proposals but make many important 
technical clari�cations to the provisions de�ning the organizations and expenses to which the limitations 
apply and explaining how they are computed.  Speci�cally, the revised proposed regulations:

 Push back the effective date of the regulations to the �rst day of a covered provider’s reporting
      period after July 1, 2013;

 Clarify that the list of covered agencies provided in the regulations is exclusive, and expand coverage 
      to include related IPAs and management contractors; 

 Revise the scope of distributions by for-pro�t organizations subject to the limitations to include 
      speci�c compensatory distributions and to exclude certain types of equity distributions;

 Make technical revisions to the de�nition of administrative expenses and executive compensation,
      for example, by revising the rules regarding inclusion of payments by related organizations in execu-
      tive compensation, clarifying that policy development and research expenses are not administrative
      expenses, etc.;

 Provide technical clari�cations to the de�nition of state funds and state-authorized payments, 
      including by speci�cally excluding NYSHIP (public employer health insurance program) and SSI 
      payments from the de�nition of state-authorized payments;

 Revise the deadlines for waiver requests and for submission of annual reports to coincide with annual
      cost report deadline;
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 State that covered providers are not responsible for their subcontractors’ failure to comply with the
      regulations; 

 Expand the grandfather clause under the regulations to apply until April 1, 2015 and to include
      contracts entered into prior to July 1, 2012; and

 Clarify that information provided on waiver applications is exempt from FOIL disclosures (the annual
      report required by the regulations remains subject to FOIL).

State-funded service providers that have not done so already should immediately determine whether they 
are covered providers under the regulations and analyze their executive compensation and administrative 
expenses to determine whether the limitations apply to them.  Immediate changes to contracts and 
business practices may be required to ensure compliance.  

The 30-day public comment period for the proposed revised rules ends on April 12, 2013.  HSE will be 
carefully monitoring the ongoing regulatory review process and will issue an alert when the proposed 
regulations are �nalized.  

 


