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•to, ~ 

THE WHITE HOUSE 

WASHINGTON 

December 30, 1996 

Ms. Mary J. McLaughlin 

Dear Ms. McLaughlin: 

Thank you for writing about the amount physicians may 
charge under the Medicare program. I appreciate having the 
benefit of your thoughts. 

In order to give your concerns the appropriate attention, I 
have forwarded your letter to Dr. Bruce Vladeck, 
AdministratoF-of the Health Care Financing Administration, 
for review. You can be sure that he will give your thoughts 
careful consideration. 

Again, thank you for writing, 

>9 
~ 

Christopher C. Jennings 
Special Assistant to the President 
for Health Policy 

cc: Bruce Vladeck 

P6/b(6)
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:' " '. "1600'Penn~ylv"ant'a Avehue.. 


Wash1ngton, '.D.,C. 20500 
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, " 

Dear' Mr. Jenning.'s,. " " 

." . , " " ,:.' ~ ... 
.' , "F .' , ",\>,1,"Re:" Me,dicare " .' '~" ' 


1':' ", 
 ,I: ...: '. : "'l 

jl . #. • ", ~ - • . ' .' • ..,' 

;, My research ,has' shown' ,t;h;;it ther:e is n,ot,l1,ing in prin,t, for"Med:j.care,patients 

to use sl10'1i ng 'what, th e d'o c fo,i cari;char.ge:f 0 r~"'t he,iini t ia 1: .. of f,i ce' vi si t " 

,in their area, ancf'the:',folTo'wup v:l.§i,ts:deperi'd-ing upon trhe time'spent', 


)~ '. with ,the 'd 0 ct 0 r ,an d the {t. eat men t s: r ec e 1'v e d. " ' , . 
" " .." , ~. " .' , , - • - ." I" 

, ;~~. ~ , , , ,/,., - " 'i' "~'.' :: .' • 

" I ha v'e brough,t .th,is 't 6 the at tent,i,on 0 f Rep. Ri c'hard ':GeIl'har d t ',. AARP, Donna 
"Shalala, and Medicere.;',< ," " '" "" • ; :'_:.' ' 

".. .' . :;,," • ',' ,-. .., \. '/' , '., , ,_. '.! , ~ ,''; .~ ,. < , ; ..' 1 , 

A'quote' f~~in"AARP .IIS'eeing,:"the"~ilo'~:ab'leamouilts, fO'i4'~~~r,ious s;er';i.'ces 
w'ould, lik'ely c~rifusepat;ie'nt;s r~'the.r" than'.h~lp them'.,'" ,. '. ' 

, . '. , ., " , 

A quote from· Me~i~are'.,n·Do'C'to'r·Ei·'kno·w or could reasonab{y have bee~ expect'ed 
. ,'t"o ,know" tha't :the ser~i'ces .were ,exclu'd:e,d 'fromcover.'age.'.~I .was giv'en ·a 

dO,c.ument. to sign .., j.ust:: i'ncas~ ~ed.iC'a·re,_'d9,esn' tp,ay.. It cos!t me ,over $400 
, .. dol'lars,;oout:.r of my' pocke't:'.·, " :" .. """.' . . . , "" ..... ,," ,'. ,.,'.'. 'I 

,;' " " ' ':~' • I. ,_ ,,' ,'.< ',' . - '... )' "<,. ~'" ' 1 ' ~', 

:' A,.qu~t'~· 'from Medicar·e."'rf doesn '::~ make any lif.fer~n what the doctors 
;char'ge'Medicare." (It does m'ake" differa:~ce if the wr'ong'co'de is us'ed. 
,for office visits alon~ .. ) That '.s an, overc:hq'r.g;eto· Medicare, and,the' patient, 
be. a ty·ping:err.or,ot:'rhis und s,tanding,'the 'instruction's, in'th~ manual •. · f': ' ".,.' '." . '. ' .', , -" ., I ." ._0 

, . . '~'.' .\~~" .'. ,. :.~'. 

There should .b'e-:' ,,8' silpara t':e' p'amphlet:'forM~dica r'e p~ t ien t'g',: som~t:h:ing't'ha t" 
can be picked, tip. att.h,e' do2tors,':0'f ce that both the 'patient, and the 

,b.·iolling 'cle·rk'.can UEi'e, 'followin'g' ',treatment 'gui'd'el,ine"s b:y Th'e Nationa'l 
Institute of He:alth'since 1991 ~ , 

, ~.... '•• ', i 

· Is' there' atax·<j. wri t'e, off. fO,'r" doc.t,ors hat 'ch'arge'; above ",t~e' qpprO'v,e~ 'amount'? 
" • '. 0",. ~ . ,.", -}', ('- ",' ::"", .~, \if>; ,,' ," _~- ~,,'., :' " ..."", '.: I, " I' '::".", ., .. :<., ./' ;" •• ':.' ~. ': ~'. -<', • '.- ,": ','- .' 

:Why' not' just, c'harge the "appr,ovE:.damounL in theJr area' for off'ice'visits:, 'f 

and treatments,., ,The 'right comput 'would ,pick' up any··mistake·s !h,ade,by 
· the" bi1'ling clerk's •.,' " .,:" .:, . ".,:, . ",. "'" 

.' A sainpleenClosed ~'~f mista~es m~'d:'ei~ ',: .. Medlca·r·: ;':i's~~eC'ki~g'.:.?ll th,e char,ges:,' 
, '. , ,, . Th is . i 8 .. 2':· ~.o'c tor' ,(.i.ync9'I 0 gi:s\: s)"}~!' .:'two d l' f f,' _a,n't ate?,S •. , , 

, , ~/. " .,Since y ," '~" '. ."' 

/~-J,d~ ~4Ck""?;'f'*A/ . \ 


" Ma'rY··,J. McLaughlin" ,,' ,,' .;' . 

.' ,""" , ,. ~ , .l' f ' ~. " ' , " " , 'I. . , " . 

',' ' .\. 
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;', , .. '" \ .' I· " 1 , . . ,"" . 
, " . '.~ .;',,:.~ ,',;;7' " "Ii.. J. 't.,', \.' 

".:;'
'.' ,. " -~'t .' , ,~.' , , ;, '" ! , " '" '. " 1 '. ~ 

Doctors s~em, tQ ;:·be.on1Yin,t re~'ted,' in::tinlng : th r own pock'ets.' 'jhey .. '. 
·'db nO,t, £,ollow'. the gu:j.de.l.ine'S ,:set. bY,The 'N'ati:O'riaI' r ns il t ':It e" ·0'£, Hea 1 t h : s i q.,ce 

J:9 91 • ' '" , . , . " ' " ,,'" , 
'.'. 

" That's'.':;~hyit· is ,imp'ortant to,g'etQ'ut a·pamph1~t. show;i.ng th.'e ,tTe~tm'ents 
':t'o' b,~r et'e i v ed, ,£ or , a siec i £ i ci11n'ess ;'~',a rid: s how;L'Ji g the:;.:'.Me9,ica 1: e" ·.I:~q)p·r:ov'e d 

amount. " . 
1'1 '/ ,,_'! 

This,\ViI1 s.a'.:v~,;money for: ·both Me.~icane" "a~d 'the pat~~'nL',:~. i., 

. "', ." .', '. .,' '. 

EX'ample:' Onc·61ogi~tS:· One doctor' wii{ ·t·'reat' y'ou :wi.th 'lOOmg":.. o£ r'q:in 
,Bex on, twice' a we.e~', fo~a: 'lo~'blood c:o·unt<·... Ano.ther., wi1l',<treatyou,with 

200 mg.E;ve-r;y 'day for 2 weeks, plus',Epo~tinj' b:ut only ,after·,·You: s'ign a 
document t,hpt 'you wi 1'1: pay,', if"Medicar', €;,' do.esn,·t"pay,.(Acco;~d,:l.ng to Medicare,', 
'they :kno,w .inadvan"ce if' Me'dicar'e w,ill pay.£orEpOet{n,., " ' . 

,+. . " . ~".,' I'," " \. 

Example: Aller,gists .kri~~, t~'at,,"a,!,ou:"nd' 0' ':yea'r~' '~I:,d', te~t~~ wi:l.r. sho'w n.egatTve" 
but th'ey insi s't ~ntal<iIlg .~{l;e tests, .afld, :c,ha rg'e: Med. ar"e' some $l,'600 . 

. " . I; • '.~;, ' /~""" ;', ,"". " '. I, '.!<~:' ,,~, • ~;.~.;... ' , .~'. ',~, ,I., " ,',: . ,,' , '.',. "f ~, 

"E~ainple:' P.ulmanaty,. d torls,s'hould"k:n'ow,thci t (the"re i:s ",no' need 'to 'us,e the 
Nebulizers,'but'c'ont nue'· tosell,·the, ·equipm~nt. to,·,.y6u',"along~ith· h'e, " 
me.dicat'ion.' 'Themedica.t:,ibh alone is' some $300, doll:ars .a .monthto Me:dic;are, 
and '$3'0.00 to t,he :patieJi't. "... ' .' ,~,."". .:: ' .' 
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.COVER STORY 

Controls remain 
'nonexistent' 
Continued from lA 

Part of the problem Is that in nine states, anyone can open a 

hOme health agency, regardless of background or experience. 

Iii many other states, the few rules that do exist are lax and do 

UWe to weed out potential criminals. 


"It's just fraught with fraud," says June Gibbs Brown, inspec- s 
tor general for the US. Department of Health and Human Ser- ~ 
vices, where she heads a anti-fraud campaign in which home l: 
health care Is a chief target . t 

"There are so many benefits to home health care - the ~ 
person Is in their own environment, they have their support ( 
system - and in theory, it should also be cheaper than a full- , 
care facility, so we support the concept," Brown adds. "But 
when care is provided in the home it's very dimcult to ... see 
whether a patient reany gets the care, or what the quality is." 

The numerous loopboles beckon 

John Watts Jr. pushed through all. the loopholes. 
His conviction in a million-dollar cocaine sales scheme 


wasn't an.issue when he applied for and received a California 

license to run a home health-care agency. No one asked 

whether he had a criminal record; no one was required to 

check. His experience as a nightclub owner was deemed sum· 

cient to qualify him as the agency's administrator. 


Watts and a partner got their first patients by paying a local 

doctor to send them patient referrals - kickbacks that are 

ill~. But soon they decided they didn't even need real pa­

tients;.and they-!legan-billingMedicare for services they never 

provided, using names of dead people or people never seen. 


Watts' company, United, was allowed to send iil claims via 

computer, no paperwork required, so it was "easy for us to 

submit Medicare claims for patients to whom we never provid­


ed any services," Watts tes­
tified. . 

United was "paid millions 
~ a01tllts; rot ruqu1e!lt
c alms be ore edlcare 

n 

SPECIAL REPORT 
... One good home 

health aide makes a dif­

ference 

.. How one of' the na­

tion's largest home 

health companies de­

frauded the govern­

ment for more than $1 

million' 


Stories, Page 7A 

e ser­
a y per­

orm , he added. 
When Watts finally was 

asked for paperwork on 
home-care visits, he and his 
partner simply forged it 
With no one actually check· 
ing to see that the visits had 
been made, investigators 
were fooled for months 
longer. 

Watts, who pled' guilty I 

and was ordered to pay res­
titution in the case, has had 
his sentencing delayed 
while he shares his story 
with prosecutors and policy 
makers looking for insights 
on how fraudulent home­
care providers work. 
"We were making so much 
mone "be testified ''that I 
was able to have a custom­

.built home for $2.5 million of whiCh I put down $1.2 @llion.I • 

PHOTOCOPY 

PRESERVATION 




The biggest victims of home-care fraud are the nation's two 
health insurance programs:-Medicare and M~icaid. 

.. • Together, the two willcover about 60%, or $22 billion, of the 
$36 billion Americans will spend on home care in 1996. Gov­
ernment investigators estimate that 10% of the clai~ paid by 
the programs are fraudulent or improper - $2:2 billion. 

"Although we have been reporting on program weaknesses 
over the last 15 y~, controls over the Medicare home health 
benefit remain essentially nonexlstent," says a March report 
by the U.S. General Accounting Office, Congress' investigative 
arm. "Few home health claims are subject to medical review 
and most claims are . d without uestion." 

e most common scams: 1 illing 

~¢:e::;~;:~:=ioo~:~i~
Now, there are new efforts 0 root \lUI . 
Home health care, along with nursing homes and medical 

equipment suppliers, is a chief target in Operation Restore 
Trust, the crackdown by the Department of Health and Hu­
man Services. So far, the 19-month-old effort has focused on 
the five states believed to have the most problems - New 
Y9rk;Florida, Dlinols,Texas and California. 

A flOOd of recent cases suggest home care's fraud problems 
are not overblown: 

..A random federal audit of Medicare claims by home 
health agencies in Florida found 26% of billings were bogUs. 
Federal investigators said that at St Johns Home Health Agen­
cYin Miami Lake>, improper claims, often for services not ren­
d~i:ed..accounted ;for 750/0 of the agency's $45 million in Medi­
care charges for 1993. . 

..... 'Robert "Jack" Mills, head of ABC Home Health Services 
Inc., on~ of the nation's largest home care chains, was convict­
ed last February in a tna!!Sive Medicare fraud case. Investiga­
tors said Mills billed Medicare for more than $14 million in 
bogus expenses, for everything from fancy jewelry to a luxury 
be8chcondominiuI'n. (Story. 7A) 

.. Rony Flores, owner of Casa Care Services in New York, 
was convicted last year of bilking Medicaid for $1.25 million. 
Flores billed Medicaid for care provided to dozens of patients 
by untrained; unqualified home-care aides, many of them ille­
gal immigrants. He spent eight months in jail and was ordered 
to .pay restitution. 

Home health care "is an industry that contains all of the 
components for disaster," says Tom Temmerman, who heads 
Medicaid fraud prosecutions at the attorney general's office in 
California. "It is unregulated in the traditional medical sense, 
multiple agencies are involved with large amounts of govern­
ment money and it is attractive to the consumer." 

No one counts bow much private insurers lose 

But Medicare and Medicaid aren't the only victims of fraud. 
The damage also has reached the ranks of private insurers, 
who pay about 13%, or more than $4 billion, of the nation's 
home care tab. 

How much do they lose? No one knows. 
"We know that it's very fast growing." says Bill Gradison, 

president of the Health Insurance Association of America. 
"Fraud and abuse are problems. Care given in the home is just 
much harder to monitor than care given in a hospital." 

The National Association for Home Care, the industry's larg­
est trade group representing 6,000 of 17,000 providers nation­
wide, has adopted a "zero tolerance" stance on billing traud. 

"A significant amount of what we see in terms of (fraud 
charges) is a result of home-care agencies either not under­
standing the rules or having the rules applied dUferently" 
state-to-state, agency"kHlgency, says Stephen Delfin, the ass0­
ciation's public relations director. "Often, it's the unintentional 
misuse of (Medicare or Medicaid) funds." 

State arid federal officials acknowledge there are some in­
consistencies in hoW states and. agencies rule on claims. 

But the big problem, most agree, is that ifs too easy for bad 
people to get into the business. 

"The industry itself is showing a great interest in keeping 
(home care) Clean," says Brown. the inspector general. "It's a 
matter of tightening up (on) the experience and certifications 
people need to get into the business. Ifs just too easy." 
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Ti OS who·gel 

hi say ii's 

too easy' 


By Peter EislerHome health USA TODAY 

care 'an LOS ANGELES - Just 13 
months after Jobn Watts Jr.industry with 
finisbed bis prison term for co­


all the caine dealing, be launcbed bis 

next money-making venture: 


components United care Home Health Ser­

vices Inc. for disaster' But bis new business turned 

,M out to be no more legal than A 
the first He's now awaiting 

sentencing after pleading guilty last year to USing the home 
. ," care agency to defraud Medicare of at least $1.5 million . 

"We didn't start out to do this," Watts testified last fall to a 
Senate committee investigating bealth<are fraud. "But it 
was just too easy." 

A USA TODAY investigation finds Watts' story is all too 
common in the behind-closed-doors business of home 
health care, where shady operators easily can set up shop 
and start billing taxpayer-paid Medicare and Medicaid for 
services never rendered. 

Home care's booming popularity - it's now the nation's 
fastest growing industry - has combined with loose licens­
ing laws and lax oversight to make the business ripe for 
thieves, thugs and scam artists. 

SOme work as caregivers, abusing and stealing from the 
elderly and disabled patients who turn to them for help. 

Others gravitate to the business side. This year, Medicare 
and Medicaid, the government insurance programs for the 
elderly, poor and disabled. will lose an estimated $2.2 bil­
lion to fraudulent home<are providers. Private insurers 
wUllose millions more. 

.' . 



Scheming for profits' 
Managed-care provider organiza­

tions are scheming health-care sys­
tems foisted on American people seek­
ing health care outside of Medicare.. 
The bottom line for managed-care or­
ganizations is profit .first, quality""; 
health .care a distant second. I 

Unlike Medicare. which requires fed- i 
eral process to ·make ne~essary regula-' i 
tion changes, managed-care regula- I 

tory changes can and are made at.will 
to adjust for profitability at the cost of 
patient health concerns. 

I would 'rather trust my physician 
with my health concerns than profit- . 
chasing managed-care organizations. 

. Santo Arduino 1 
, Garden Grove ! 

PHOTOCOPY 
PRESERVATION 



THE WHITE HOUSE 

WASHINGTON 

December 30, 1996 

Ms. Arlene Rakoncay 
Executive Director 
Chicago Artistst Coalition 
11 East Hubbaid Street, 7th Floor 
Chicago, Dlinois 60611 

Dear Ms. Rakoncay: 

Thank you sharing your thoughts about health care for artists. 
I appreciate having the benefit of your views. 

As you noted in your letter, the Clinton Administration has. 
fought long and hard over the past few years for health care 
reform. The President was pleased to sign into law the 
Kassebaum-Kennedy bill that will help as many as 25 
million Americans, who today live in fear of losing their 
health insurance when they change or lose their jobs. This 
bill will also eliminate the discriminatory tax treatment of the 
self-employed, making health· care more affordable for the 3 
million self-employed Americans now purchasing health 
care. Still, we must continue our efforts on behalf of the 
millions more who live without adequate health care 
coverage. 

I am grateful for your interest and involvement. 

Sincerely, 

(~-€
Christopher C. Je gs 
Special Assistant to the President 
for Health Policy 



, 


Chicago Artists' Coalition. 


November 25, 1996 

Mr. Chris Jennings 
Aide to President Clinton 
The Wh i te House 
1600 Pennsylvania Avenue 
Washington, DC 20500 

Dear Mr. Jennings~ 
, . 

... ' , "J { .~ • '.~, :,'; ;' #' ~;.' : ~ ~ ~ ;" f ' ~.. ' ~; '.. " " . '. ~ 

I was happy to see the article in the N.Y. Times informing readers 
that President Clinton hasn't abandoned the health care issue for 
the American people. ' 

wh'i! you are ,putting together agendas, please consider the plight
of fhe 'artlst. Most are self-employed, well educated, but financially
unable to pay for excessive premiums charged by greedy insurance 
companies. Our organization, Chicago Artists' Coalition~ does have an 
assortment of health plans that we offer our 2,500 members. The major 
problem is that the premiums are too high for our membership to take 
advantage. Also, beware if you have a pre-~xisting condition .. 
Coverage for most these conditions are so expensive that even in your 
wildest dreams you could not afford them, or, no company will cover 
you. 

Putting it bluntly, Mr. Jenings, the .little guy is being "screwed!U 
In a country as rich as ours, citizens should not have to go without 
health care. I hope that somewhere in your agendas you can address 
the issues of those people who ~re middle-class, but just don't make. 
enough money to afford health insurance, and those citizens being' , 
discriminated against because of pre-existing conditions. 

Sincerely, 

~ ..... ' 

Ai'lene Rakoncay . ~~ ,:
Exetuti~e Difettof ,~ ~. 

11 E. Hubbard Street, 7th Floor • Chicago, IL 60611 • (31'2) 670-2060 



THE WHITE HOUSE 

WASHINGTON 

December 30, 1996 

Dr. Nancy L Purcell 
President . 
Washington State Medical Association 
2033 Sixth Avenue, Suite 1100 
Seattle, Washington 98121 . . 

Dear Dr. Purcell: 

Thank you for your letter in support of Dr. Peter M. 
McGough to serve on the President's Advisory Commission 
on Consumer Protection and Quality in the Health Care 
Industry. 

Dr. McGough's background and credentials are currently 
being reviewed .. Clearly, he would have much to contribute 
to the Advisory Commission. You can be assured that his 
candidacy will be given every consideration. 

I appreciate having the benefit of your views. 

Christopher C. JeIlJ)il'~ 
Special Assistant to the President 
for Health Policy 



2033 Sixth Avenue 
Suite 1100 
Seattle, Washington 98121 
206-441-9762 
1-800-552-0612 
Fax 206-441-5863 
e-mail: wsma@wsma.org 

1800 Cooper Point Road SW 

Bldg 7, Suite A 

Olympia, Washington 98502 

360-352-4848 

1-800-562-4546 

Fax 360-352-4303 


washingtonstateMedicalAssociation 


Nancy L Purcell, MD 
President 

Peter K. Marsh, MD 
President-Eieet 

George H. Rice, MO 
Past President 

Mark C. Adams, MD 
Vice President 

Samuel W Cullison, MO 
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December 12~ 1996 

Mr. Christopher Jennings 
Special Assistant to the President for Health Policy 
The White House 
1600 Pennsylvania A venue~ NW 
Washington~ DC 20500 

Dear Mr. Jennings: 

I am writing, on behalf of the Washington State Medical Association, to endorse 
.~he n9Inination. ()fP~tef:,M;,McGough, MD, for appointment to the Advisory 
"Co~m'issi'on ()n,CQri~qmer:Protection ·and ,,Quality ,iii tHe:Health' Care~ industrY. ~': 

"~, .... '- ..~ .' ,.. ~.: .~. ~ , ".~ .- ·~~'i:;~·!~t:'~;;l,:~:;. .'~·· 

,"~'" "',~\ ; ," .., ... ~.!i ;:':::"".;'Z ,':::!:'::_ ~;r;,:i ..~, ..:'" 


':b~j~1cqbl!gr(h~s:~c~~~ltb :ofexp~rie~ce:tharwbOla:oe"t\etii:tlie '~6:r~ of 
~commlssion: He'is a family physician who practices medicine in West Seattle, 
Washington. He:alsoserves as rnedi~aLdirec~or'Jorlegislation and business liaison 
'for Medalia, a physician-directed component oftlie Sisters:ofProvidence Health 
System. Dr. Mc90ugh rycently served as president ofthe 8,000 member 
Washington State Medical Association, and as chair of its Executive Committee, 
and has helped guide the profession in his state through a tumultuous period of 
change. 

He is very astute politically~,and has a broad working'lnowledge of the issues 
affecting patients, physicians, insurers, hospitals, and others. He has been ciosely 
involved for sever~l years ina wide variety of state health care issues­
legislatively andothe~ise. I understand he has r~centlY'been mimed to the 
strategicplapni~g~qmmi~ee of the statehospitahlssoCiatic)l{;·,i:. '.~. ,',:', ,<:!'. : ..:. 
:':':"";"~<;~"';' ;~. :';; :::'.:; .r·;,i';!<·~;>';;· ,.:<.::". '.' :;. ,;,'. ;:\:;;;;~(,' 
~~~,¥i~~~g.h;4~jl~qaci~:;?-n, hi~(pf~fe~sionalfartd\peiSOnhl 'Comffiitfuent :f6 pr6viding 
access to hlgh quahty health care for all people. He understands managed car~~ 
a,nq.'~?r~~.w.ell,w;i~ thos.e in,and:outside;ofhran:ag~a care'sY§te~~t~~:'i~: field' in 
~igh.r~ga,rd ~y"his:col~eagues.' ",;';;' ;'::,!,':.. ":": :'::' "i/' ":'" 

" ~, • -~ '" ~. '.1,' t, ""~ ," .: ".' 
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Mr. Christopher Jennings 
December 12, 1996 
Page 2 

President Clinton and the commission would benefit from Dr. McGough's 
involvement as a member of the commission. He is eminently qualified to help 
define and resolve the issues associated with the provision of quality health care 
for all. 

Please call me at (206) 656-4048 if you have any questions about this outstanding 
physician. 

Sincerely, 

Nancy L. Purcell, MD 
President 

mcgough 



September 23,'1993 

Dear 4-: 

Thank, you for taking the time to write and 
,share your thoughts with me on 5-. It is 
very important tha~/this Administration 
hear from individuals like yourself (or 
groups) who have vq.luable information to 
contribute. I'have shared your letter 
with staff members of the Domestic Policy 
Council. ' 

Again, thank you for writing. 

Sincerely, 

Carol H. Rasco 
Assistant to the President for 
Domestic Policy 

CHR:rk 



THE WHITE'HOUSE 

August 8, 1996 

Ms. Mary Ellen Schattman 

Dear Mary Ellen: 

Thank you for sharing your thoughts about health care in 
Tarrant County, Texas. I have forwarded your letter to Bruce 
Vladeck, Administrator of the Health Care Financing 
Administration. 

As you noted in your letter, the President and I have' 
fought long and hard over the past few years for health care 
reform. We are pleased that Congress has taken the first steps by 
passing legislation that will help as many as 25 million 
Americans, who today live in fear of losing their health insurance 
when they change or lose their jobs. We must continue our 
efforts on behalf of the millions more who still live without 
adequate health care. 

Again, I thank you for your words of encouragement and 
wish you the best of luck in your ongoing efforts in Tarrant 
County. 

Sincerel y yours, 

cc: Bruce Vladeck 

P6/b(6)
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Jt,\AV\ l ;c: 
THE WHITE HOUSE 

WASHINGTON 

October 28, .1996 

W. Thompson Bachmann 

Dear Dr. Bachmann: 

Thank you for taking the time to write and share your thoughts with me on managed care. It 
is very important that this Administration hear from individuals like yourself who have 
valuable information to contribute. I have shared your letter with staff members of the 
Domestic Policy CounciL 

Again, thank you for writing. 

Sincerely, 

Carol H. Rasco 
Assistant to the President 
for Domestic Policy 

P6/b(6)



W. THOMPSON BACHMANN. M.D.• F.A.C.P. 

·/ 

3\lI!AST AVENUE 


WC:STERLY. RHODE ISLAND 02001-3195 

Tm.r;I'HONI! (401) lW(i-202 I 

!'I\X 140" vIH.l, 043 I 

October 18, 1996 

Ms. Carol H. Rasca 

Assistant to the President for Domestic Policy 

The White House 

1600 Pennsylvania Avenue N.W. 

Waahington, D.C. 20500 ' ' 


Dear Ms. Rasco: 

'-The biggest problem with managed (capitated) health care is 
that an individual primary care physician gets a yearly bonus if 
he spends less money referring patients, 9rdering tests, and ad­
mitting to the h~spital. Referring patients and admitting them 
to the hospital is work for the doctor (referring is somewhat 
humbling -- asking for help). If there is an additional financial 

. disincentive, then there is a real risk of no referral, test, or 
admission, resulting in the wrong diagnosis. 

I t is no t surprising tha t, on ly two people a t the San Diego ' 
debate (the area with the most managed care in the countrx) raised 
their hands when asked by the President, "Do you like managed
care?" ' 

Since kickbacks for referralS are illegal, bonuses for non­
r~fertal ~hould be illegal. Referral, admission, and testing 
decisions should be revenue neutral for all physici~ns. 

If the President wants to win Callrorni~, he needs to 
understand this serious flaw in managed care, and come out in 
opposition to it, just as he did with the less destructive gag
rule. 

W. Thompson, Bachmann, MD 

WTB/clw 



Thank you for sharing your views regarding health care reform. 

My Administration remains committed to helping working Americans 
succeed in the modern economy. Our strategy has always been to 
create opportunity for all, demand responsibility from all, and 
to work to come together in a great American community. In 
response to these challenges, recent legislation has included a 
number of reforms which will help keep American families healthy 
and strong .. 

Last August, I was very pleased to sign into law the 
Kennedy-Kassebaum bill, which will enable as many as 25 million 
Americans to keep their health insurance coverage when they 
change jobs. Workers will no longer fear losing their health 
insurance if they or a family member have a pre-existing 
condition. Another bill we enacted prohibits health plans from 
establishing separate lifetime and annual limits for mental 
health coverage. 

I am firmly committed to assuring quality in health care. I 
recently established the "Advisory Commission on Consumer 
Protection and Quality in the Health Care Industry" to review 
changes ·in the health system and make. recommendations on how best 
to promote and assure consumer protection and quality in. all 
health plans. 

I was pleased to sign into law protections for mtithers and their' 
newborns by s~gning into law legislation that will require health 
plans to let new mothers remain in the hospital for at least 48 
hours following most normal deliveries and 96 hours 'after a 
Caesare~h section. . 

While these are important steps, we should continue to build on 
these insurance reforms by h~lping to assure that previously . 
insured people who are looking for'a new job can afford to keep 
their he~lth insurance and retain their portability protections. 
In addition, I believe we should enact legislation to prohibit 
health plans from restricting medical communications with their 
patients. 

My Administration is also working to improve Medicare by 
expanding choice, combating fraud and abuse, offering new 
preventive benefits, and extending the solvency of the Medicare 
Trust Fund for 10 years from today without imposing new cost 
increases on beneficiaries. My plan will also preserve Medicaid 
as a safety net while reforming it to work more efficiently .. 

As I continue to pursue these much needed reforms with Congress" 
I am grateful for your interest and involvement. 



,>' 

September 23, 1993 

Dear 4-: 

Thank you for taking the time to write and 
share your thoughts with me on the iS,sue 
of health care refgrm. It is very 
important that-those of us w9rk~ng on 
health care reform hear from individuals 
like yourself who have valuable 
information to contribute. 

Again, thank you for writing. 

Sincerely, 

Carol H. Rasco 
Assistant to the President for 
Domestic Policy 

CHR:ram 

I, 
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December 13, 1996 

tack Ebeler ~' ' 

· Jh:aith Paliey ~~'Assistant Secretary, 


Planning and Evaluation 

, Department Of Health and Human Services 

: 200 Independence Avenue, SW 

Washington, DC 20201 


Dear Jack: 

i am forwarding to yo'u a report I received from Dr. Stephen McDonough ,on expanding 
health coverage to children. ' 

, I hope' that you can help address Dr. McDonough's conceI11s. Please call me if yem have~ny, 
, questions or need any'·additional information. 

, i appreciate your assist~:mce in this matter. 

-. 
Chri~IUlings 
Special Assistant to the President 


, for Health Policy Development 




. I 
I 

September 24, 1996' 

Ms. Sissy Clinton, . 


. 


Dear Sissy: 

Thanks for writing to infonn me about the exciting new: 
projects at the University .of Arkansas for Medical Sciences. As 
you requested, I sent a letter to Dr. 'Lipschitz in support of your . 
efforts. . '. 

The President and I are firmly committed to programs that 
promote the health and well-being of older Americans. As our' 
. population ages, we are presented with both new opportunities 
and new challenges. I am confident that your efforts, including' 
the establishment of a Center on Agirig, will play an important 

. role in meeting the needs older . persons in Arkansas and the 
nation. 

. . 
. , Again, I wish you the' best of luck in your work at the 

University of Arkansas. Please keep me apprlsed of your efforts. 

Sincerely yours, 

, .. 
Hillary Rodham Clinton 

, . 

I 

P6/b(6)
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September 24, 1996. 

Mr. David Lipschitz, 
Director, Center on Aging 
4301 West Markham, Slot 748 
Little Rock, AK 72205-7199 

Dear Mr. Lipschitz: 

I am pleased to learn about the establishment of the 
Center on Aging at the University of Arkansas for Medical . 
Sciences. I am confident that your efforts will play an important 
role in meeting the needs of older persons in Arkansas and the 
nation. 

As you know, the Clinton Administration is firmly 
committed to programs that promote the health and well-being of 
older Americans. As our population ages, we are' presented with 
both new opportunities and new challenges. The research, 
education and training conducted at the Center will likely prepare 
'us for any such changes in the future. ' 

I wish you the best of luck in your work at the University 
of Arkansas. I hope that you will keep me informed of your 
efforts. 

Sincerely yours, 

Hillary Rodham Clinton 
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PATH LAB, INC. 

New England:\' 
Diagnostic Laboratory 

Regional Laboratory: 

Burt Medical Laboratory 
24 Rossotto Drive 
Hamden, CT 06514 
Tel: (800) 300-4638 
FAX: (203)230-0875 

Corporate Office: 

195 Hanover Street 
Portsmouth, NH 03801 
Tel: (603) 431-2310 
FAX: (603) 433-5351 

October 2, 1996 

Hillary Rodham Clinton, First Lady 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 
Attention: Pam Cicetti, Executive Assistant 

Dear Mrs. Clinton: 

I very much enjoyed the opportunity to hec.r you arid then meet with you privately 
in New London last week. Sam's wife Betsy cailed very excited last night that the 
picture you graciously took with us had arrived and they look just great. Every 
one of us appreciated the time and interest you showed in our work. 

While you have endured the brunt of unfair, unjustified criticism on the healthcare 
issue, you have done more than any other person to bring about what is in most 
cases justified and positive change. I appreciated your willingness to examine our 
position on issues related to continuity of care and regulatory policy. 

As promised, I am enclosing information on the complex and costly regulatory 
policies health care providers must labor under which do not improve patient care 
and frequently result in uneven benefits to Medicare beneficiaries .. 

I look forward to the opportunity to meet with you again .. 

With every good wish, I am 

Mary Jane Burt 

MJB;mjb 

P.S. I am looking forward to seeing the President on Monday in Stamford! 
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American 

Clinical Laboratory 


Association 


Laboratory Billing Refonns 	
, 

The American Clinical Laboratory Association (ACLA) believes it is necessary to 
implement sensible reforms that will bring greater fairness to beneficiaries while , 
reducing administrative costs and making compliance easier for all parties involved: 
with the program. ' 

Today's policies have led to inequities for Medicare beneficiaries and have imposed , 
costly administrative burdens on physiCians, laboratories imd the Medicare program. : 
Further, the widely varying, complex and restrictive policies that exist today make 
compliance extremely difficult. 

ACLA members and HHS share the common goal of providing quality, cost­
effective health care foraH patients. We request the Secretary to establish 
reasonable, understandable, and uniform national payment and review policies for 
clinica~ laboratory testing paid for by the Medicare program. ' 

ACLA Recommendations 

• 	 In order to fix the'current problems, the Secretary should direct the Health 
Care Financing Administration (HCFA) to engage in a negotiated rulemaking; 
to establish reasonable, understandable, and uniform national coverage rules. 
for payment and review of laboratory testing services to replace coday's widely; 
varying systems of coverage policies. , 

• 	 The process should begin immediately and be completed no later than March 
1997. 

, . 

'
I 

1250 II Street, !\.\V. .. Suite 8BO • WaShington', D.C, :W005 .. (202) 637-fl46(l " Fax: (202) 637-2050 .. David N, SUlHlwall, M,I), • Pre,si<icilt. 
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i\ssociation
September 27, 1996 

. The Honorable Donna E. Shalala 
Secretary, Health and Human Services 
200. Independence Avenue, SW . 

Washington, DC 20510 


Dear Secretary Shalala: 

Thank you for meetirig with me and Board of Directors of the American Clinical 
Laboratory Association (ACLA) on Tuesday morning, September 24th. We very 
much appreciate your attention to matters of great importance to the clinical 

, laboratory industry. ' 

As you requested, I am enclosing a partial compendium of communications 
between Medicare Part B carriers and our member companies during this calendar 
year. Also included are examples of responSes from the clinical laboratory 
companies to their clients, informing them of changes in payment policies. 
Together, they illustrate the extraordin~rily complex and costly regulatory burdens 
we are currently laboring under. Consequently, we are hopeful you will consider 
our request to establish national uniform payment and review policies for clinical 
laboratory testing paid f.or by the Medicare program. As we discussed, this will 
address current problems of unfair and uneven access to such services by Medicare 
beneficiaries, and enable laboratories to be compliant with federal rules and 
regula tions. ' 

- ' 

Thank you again for meeting with us. ACLA, and our member companies, look r 

forward to working with you and your colleagues in the Administration to promote 
appropriate utilization of laboratory testing through regulatory reform. : 

, , 

Sincerely yours, 

David N. Sundwalt M.D. 
President 

11,,0 II Sin'.,!. \,\\, • Suil,'!IHO', \\;I!'liill;.:IIIII, fl.C ~IH)O". 1~1t1)t;:~7-'I-liil; .1-';1\:,(::0111;::7-10:;0 ,r,,';': '. ',j;;!,!\\,til \1.11 .1',bld"111 

.",. -, ..... @ 



· , 


Documentation of Recent Changes 
in Rules and Regl.dations Related 
to Payment for Clinical Laboratory 

Services Under Medicare 

The following is a partial listing of directives from Medicare Part B carriers, 
published in their monthly or bi~monthly bulletins, or special notices, in 1996. 

, 	 ' 

Toillustrate the regulatory burden described by Ms. Eileen Aird (CEO..; LifeChem) 
during our meeting; she has prepared a chronology of publications, from Xact, 
Medicare Services in Camp Hill, PAl and LifeChem's response to the changing 
policies or requirements. [Appendix I - in LifeChembinder] 

Additional documentation is provided for Corning Clinical Lp.boratories [Appendix' 
II] and SmithKline Beecham Clinical Laboratories [Appendix III] in the lists of carrie~ 
bulletins which included clinical laboratory specific directives and/or policy 
changes. We have copies of all bulletins and communications on file. 

Please note: Each of these labs deal with Xactl and receive the same bulletins 
outlined in the LifeChem document. Therefore, they were not included in the CCL. 
and SBCL lists. 

,A ttachmt?n ts: 

Appendix,! ' 	 LifeChem Requirements and Response 

Appendix II 	 Corning Clinical Laboratories (CCL) 
Requirements and Response ' ' 

Appendix III 	 SmithKline Beecham Clinical Laboratories (SBCL) 
Examples of Requirements, 

Appendix IV 	 Path Lab, Inc. Response to Change in Requirements -
Communciations with Clients and Changes in 
Requisition Forms . 

1 



APPENDIX II 


CORNING CLINICAL LABORATORIES (CCL) 


AETNA - Georgia 

January, 1996 

March, 1996 

July,1996 

July, 1996 

BXIBS - Michigan 

June, 1996 

July,1996 

August, 1996 

MetraHealth - Connecticut 

January, 1996 

April, 1996 

• Published revision of codes acceptable 
for coverage of tests previously published 
in September, 1995. . 

• Published explanation of policies governing: 
limited coverage and additional acceptable I 

codes. 

• Published additional changes in codes 
acceptable for coverage of certain tests. 

• New Local Medical Review Policies for 
additional tests are proposed. 

• New limited coverage policies are issued 
for cholesterol, glycolated hemoglobin and 
glycolated protein . 

i 

• . New policies issued·for allergy tests, renal 
dialy$es patient~, and limitations of liability.: . 

• New policies issuedrelated to coverage of 
pap smear screening. 

• Local Medical Review Policies· issued for 
PSA. 

. 

• New policies published related to coverage : 
of automated multichannel tests. 

2 




Transamerica - California 

January, 1996 

March,1996 

. May, 1996 

BXIBS - Florida 

March/April, 1996 

• New policies related to medical necessity 
documentation for several specific clinical 
lab tests. 

• New policies related to payment for lipid 
panels. 

• Revisions in previously published policies 
related to coverage of lipid panels. 

• New rules issued for automated laboratory 
testing and limited coverage policies for 
several additional tests. . 

TrailBlazer Medicare Part B Bulletin - MD 

February 23, 1996 

March 18, 1996 

March 15, 1996 

April, 1996 

May 31, 1996 

• Correct Coding Initiative (CCl) policies, 
coverage limitations for lipoproteins, LDL 
cholesterol, glycolated protein. New policies' 
related to coverage of automated 
multichannel testing, including new fee 
schedule. 

• Publication of policies related to GB modifier' 
and ihformation about the Correct Coding 
Initiative (CCl). 

• PoliCies related to MediGap coverage of 
services not paid for by Medicare, e.g., clinical 
lab testing. ' 

• Announcement of coding edits available 
though National Standard Format, a . 
program designed to reduce denied claims. 

• Automated Multichannel Test correction 
announcement of QP modifier , used to 
identify tests ordered individually or as a 
CPT-recognized panel. 

3 



I June, 1996 

July 19, 1996 

July 22, 1996 

:' 	General American - St. Louis 

January, 1996 

February, 1996 

Aprit 1996 

May,1996 

July, 1996 _ 

July,1996 

.. Various directives .related to specific coding 

requirements, e.g., ID required with provider. 

name, how to identify location of lab 

fa~ility, etc. 


• 	 Updated list of several limited coverage tests; 
Description of waiver of liability and patient: 
responsibility for payment. 

• 	 Announcing HCFA's proposal to pay for lab' 
service only if ordered by the physician or 
. consulting physician beginning in 1997. 
Clarification that limited coverage is 
determined by carrier NOT location of 
physician. 

• 	 New policies for coverage of automated 
multichannel tests. 

• 	 Update of limited coverage for several 
clinical laboratory tests. 

• 	 Limited coverage policies for glycemia tests 
in Diabetes Mellition Thyroid function 
testing. 

.. 	 Acceptable codes for iron studies, blood 
counts, leukocyte differentials, cholesterol 
and lipid determinations. 

• 	 Limited coverage of routine preventive 
tests. Description of acceptable form 
advising patient of Medically Unnecessary 
Service (MUS). 

• 	 Limitations on payment for glucose 
monitoring.. Acceptable CPT Billing 
Codes for organ system panels. . 

4 




ClGNA - Tennessee 

February • Announcement of new limited coverage 
tests. 

Nationwide - Ohio/West Virginia 

January, 1996 

July,1996 

BX/BS - Buffalo 

April,1996 

June~ 1996 . 

July, 1996 

Cambridge. Mass. 

April, 1996 

BX/BS - Montana 

July, 1996 

• Announcement of several new limited 
coverage tests. New policies on coverage 
of automated multichannel tests. 

• Limited coverage for additional tests. 

• New policies for Digoxin, Prothromibin, 
and thyroid function tests. . . .' 

• . Prostate Specific-Antigen (PSA) limited 
coverage 

• Clinical lab pricing policies coding changes. 
Requirement for higher levels (not 
truncated) for lCD-9 codes. 

• Limited coverage updates of certain lab 
tests. 

• Lipid panels - limitations in coverage. 

• Limited coverage policies for thyroid tests. 
Complete Blood Counts (CBCs), Prostate 
Specific Antigen (PSA), Carcino Eubryonic 
Antigen (CEA), automated. multi-'channel 
tests, "general health panel", and 
thyroid testing. , 
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AETN A - Arizona 

Ap~il, 	1996 

AETNA. Portland 

January,1996 

March,1996 

BX/BS - Colorado 

March, 1996· 

July,1996 

Empire BX/BS - New York 

January, 1996 

AdminaStar Federal - Indiana 

March,1996 

• Limited coverage for PSA's iron studies, 
platelet counts and ESR's. 

• 

• 

Limited coverage policies for Glucose, 
urinalysis, blood counts, occult blood in fece!? 

. ICD-9 coding policies. 

, 

• 

• 

Waiver of liability policies and use of 
GA modifier. 

Limited coverage policies for PSA's. 

• limited coverage for ESR's, blood lipid 
monitoring. 

• Policies related to automated multichannel 
testing, lipid panel testing~ PSA's, CEA's.· 

CCL'S RESPONSE TO CHANGING POLICIES 

PROMULGATED BY CARRIERS 


-	 , 
• 	 CCl had had to develop separate physician education materials depending on 

the location of the facility which will perform the testing. This is because of . 
variation among the carriers (see following examples). 

• 	 Modify CClorder entry forms to incorporate the new requirements. (There is 
a minimum 60-90 day time period required to obtain new forms and 
introduce the new forms to CCl clients. Ongoing changes to the limited 
coverage requirements require us to repeat this process, and waste the 
obsolete forms.) . 
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I 

• 	 . Employ outside consultants to conduct market research with our clients in 
order to develop a new requisition form. 

• 	 Develop training and educational materials and train all of eCL employees 
and clients on the new requirements. Examples of the types of material 
include: Employees procedures, client procedures, long terms care/nursing 
home procedures, and specimen collection procedures for CCL phlebotomists. 

• 	 Reprogram billing systems software in all of our sites (20+).· 

• 	 Retrain billing employees on the new software. 

• 	 Modify lab· systems to pass order data to billing systems. 

• 	 Conduct many meetings with carriers to clarify implementation questions. .! 

. , 

, . , 
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APPENDIX III 

SMITHKLINE BEECHAM CLINICAL LABORATORIES (SKCL) 

A majority of SmithKline Beecham Clinical Laboratories Medicare 

claims are processed by Xact. The remainder are handled by the following carriers: 


Blue Cross/Blue Shield - Texas 


March, 1996 • 	 Published policies related to Medigap 
coverage of services not covered by Medicare; 
e.g., coverage for laboratory testing. 

July, 1996 • 	 Published notice that claims for lab services 
. will be returned is unprocessable when ICD-9 

CM code is invalid and that codes must be ' 
coded to highest degree of specificity, i.e .. to 
the fourth or fifth digit. Published updates 
to fee schedule. 

New York 

June, 1996 • 	 Published clinical labs pricing update 
and no longer covered new diagnostic codes. 

July, 1996 • 	 Special bulletin announcing updated ICD-9­
. CM diagnostic codes including a higher level. 
of specificity must accompany claims 
submitted beginning January I, 1997. 

Nationwide Insurance Enterprise 

(See CCL qocumentation - pa~e 5) 

BX/BS - Kansas, Nebraska, Western Missouri 

January, 1996 • 	 Notification of changes in HCF A-IS00 
claim form billing instructions. . 

March, 1996. • Information on correct coding initiative 
. and electronic media claims . 

• 	 Implementation of the National Provider 
Identifier 

8 
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·' 
First of invalid codes effective January 1, 
1996. 

April, 1996 • Notification of QP modifier. 

AETNA - Georgia 

(See CCL description - page 2) 

General American' Life - Missouri 

(See eCL documentation - page 4) 

Palmetto Government Benefits Administrators - South Carolina 

February, 1996 Instructions on RCFA -1500 claim filipgs. 

BC/BS - Alabama 

March, 1996 • Notice of compliance with National 
Standard Format 

i' 
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