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,TEL: Sep, 03:' 96 ,17: OS'No .d03 P. 02 

MEMORANDUM 
'/", t '\. ' ,'". 

TO: Chris Jennings 


FROM: CharJie Sale~S 


SUBJECT: Managed Care in ,Florida 


, DATE: Septcmber,3, ]996 
,~" .". .,: ' 

I,am attaching' sOl~e backgrouild illf~rniaii911' 011 F~orida~s~fforts to curtail, , " ' 

Medicaid fraud. A summ~ry of the bill, signed, by the (jovemor, on Medicaid " , 

mallaged care rcfenn, is also' inchidcd. Deug Ceok has just cempleted aii editorial 

beard swtng on this issue - you niay waht toger sOlneofhis imprt:ssiOlis., ' 


There was a m,inor 'bill, vetoeq by the Governor which would ~ave, provided , 
individu~llawsuits.agains~ HMOs by consumers ,alleging an 'inappropriately . ' 
deniedsetv~c~. '1!Ie Govenior's veto' was based .on,his heHefthat these disputes' 
could be bettet handled through Subscriber Assistance Panels,' 

As yeu knew"hladditioll to' sf<1teeffortstecurtail Med~~~idfral~'d;lhe~eis' an.~, ' 
ongoing stat~~fe4enil p~rtilership'wi.th ~~S ,ajtdth~, Justi~:epepa.~mcntto 'reduce: 

, the number'ef unscrupulous providers for beth Medicaid arid Medicare. 

',,,,, j ,I"'Hope this infermation ~el'ps. Please call me if yeuhav~ any questions.' 
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http:p~rtilership'wi.th
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." Provi,ng ground for new fraud-fighting' initiatives ." \.0 
(jI -, 

'. 1'1"), 

o 
a.. 

..•• · Florida strategies copied bylV1edicareand other .' ... ' 
OJ 
(j) states 

• ,Medicare,DME reviews' ~straighf from Florida's I>oo,k/'
'., 'accordingto the-Health 'Care Financing' "."., ,.' ',','.'" . 
I 

, AQministration;,(HCF,A) ".', ~. 
...) 

.. I
> 

• Florida's $50,000surety bond requirement being 
~ 
~ 

.:.:.~ .considered for'federal implementation.' L '. '. 

wf 
, .t­

- . •.'HCFAencouraging . Medicaid directors across the ...."i 
,1 
:, nation to' use :Florida's,providet,enrolll11ent agreement· 
~ ..... 
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•....Fighting:flctud .. in Florida ..o. 

0".•.. 
z 

~~ ' .•.Provide'r 'Reenrollm~nt Initiative -.on-site"visits; FDLE ·background.. 
) 	 '. ..... . . . .' .' " . ..,.' 

~? .' checks; surety bon(js;,purge ofinactive providers; and reeriroliment .' 
.\0 . . . 'of all provid.ers for a projectedsavingsof$10'miIJion' .. 

01. . ... 	 . '. . . . .,,;' < . . . 

1'0 
o 

'a.. . ... NewPtoviderAgreernent ?;disclosure. o~ o~ners'rnG1nage~s,'a"-cf ." 
OJ 

• (j) .prillcipal~;.fi.ve-year.limitonenrollmentsu.bjeCtto renewal; easier to' 
prosecute 

.~. ..••. ·N~w System· Edits -.'$8' rhillion savings '. 
.'. . . . .' 


' .. ) 
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. J 	

) 
•. ' BiUing AnalyseslAud·its~jderltified$14.3rnill~()nin o,verpayments;' 


) ···sanctioned·83 providers "in .}995-96· . .. " 

. . ~- . '" 	 ., ' 

) 

.. 
) 

~ 

.lntercepted/PendedlStoppecjPayment ~ $4.6. million since January 
..J_
w: 
""1 

• Since July 1993, 461 suspected fraud referralst~Medicaid FraudI-

Control Unit ~ 263' in'1995-96 alone ',", . 	 . . . 
.. ~ 

j • .Since·January, 89 Agency referralsmade·t~. Statewide Gran-dJury 
~ ..' 	 .... '" '. ..' '.. .'. :. .... . ." 

! •.Disenrolled 620/0 of DMEproviders and 41 % ofhome' health 'agencies 
~. 	 '. . 
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. . Special Initiatives 
Z 

o 
.-I' 

1'-: 
I 	

•. 'Clinic ·Initi~tive ~'$1.3 million,in cJaim~ suspended;
.-I! 

, .'$10' millio,nsavings'on; projecteilt996,clalrns;term~naJed:
I.D . 

.m 	 ,55 ,providers " ' ,', '. ,.', ' , . "" 
I"') 
'0 

0.; 

QJ - .' . .'. . . '. .", '. -. ' 


(f) 	 .• 'Durable Medical Equipment,lnitiative- '99 cases. 
,. :referredto MFCU';:terminated49: pro"idersbJI.ling:~under .. 

•
) 
!' 
a 	

"post office ,box scam;; on-site<reviews to deteCt ph,antom" 
t 
~ providers 
i 

," 	 .. .. 

• 
) 

I .• Home Health 'In'itiative -11 referrals to MFCU; 
. 	 . '. . 

) 	

,expenditures dropped 43.5 percent; new 60-yisit limit ,.'J
---I:w: 
I ­

.:Transportation 'Initiative .-~ In Palm Beach ,$13,r:nillion " ~ 
1 ,savings' and, 1(),providerssusp~nded/three-:'terminate:d;', " 
~ ... 	 expenditures'dropped 14.7" percent stateWide.. 
" 
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Q . The . Next . StePs . o 
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 .•.' Partnership ~ national, state ancj: local· levels' 
ill. 
en 

.0 
'-•.' Better.:coord.ination, b~tween' state~federalregulators.· •'.'"" 

'0... ':and:lawenforcement ..... .;' . .'. . . 
.QJ

: .(/) 

'.• :.Provider enrollmenf'limits~>credentialing, . competitive ...'.'. 
·bidd.ing,··qualityof care reviews',.' outcorrie'}rieastire.ment . 

• .. Enhan~edsystemedits, making· it tougher to receive ... 
'. . . payment for fraudulent claims (Pr6DUR,'phy~ician" ..' 

..utilization review. system) , 
-I 
W . . . . ...... • . 

.....:·More aggressive criminal prosecution'of ~igh-profile 
, . ' .. .. 

. abusers '. 
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Medicaid 1996197 Prepaid Heallb Plan 

Stahdory Changes 


..• 	. Requires the agency to approve a merger or aclluisiW:)n.Ofa plan wilen approved by the 
.Departme.ot'ofInsllWlCc unless tilepJanis.notia.gOOdSt3ading:·· . 

.• 	 . Specifies that'11lt plans·. capitalioncatc- has beea. adjosted 10 ~~er the cost b third party'choiC~ 
m\l.llSeJi.Bg semces.·eO.mnmeat and disenrolbne.nt. ..... .. . 	 . 

. . . .: : 

Y.' 

• .• ReserVes the tight oftbe agency to eomperitivelybid .tbeComfBct; 

• 	 Clian,ge5 the &grecIXleDl.to reflectpUblicproW1er rCqWreme:ais.
, , . " . . .. " , ~ 

• 	 .R..eciuires the ageocy to be responsible for procesSing plan disenrollments_ 
, .., ' .'. ,-, .... ,- "... .' 

• 	 Specifies prOcedures to be used by pJansfor inforinmg each ~..oftbC llew.diseruoUment 
. requirerrJents.·· '. ..-.. . 	 . . . 

'.. 	 Adds sJatutory de.&mrioDs for emergency semces. '-. . . , 	 , 

• 	 ll.equices ptaDIS t,o pay for trauma IIJ1dpre~hospitaJ emergency serviCes without prior 

authorization. . 


.' Requires plans toreimburseprovidus for emergency services to providers at,the lesser ofthe 
. provida:·s charga; lIsual andcusrOmary charges; an a~ UPoD'JI.e~ oc the Mec:licaw lale. 

• 	 Specifies',hat the delennination ofan e~.sellCY is ~.by hospital personnd. 

- .-; ­

-. 


http:grecIXleDl.to
http:disenrolbne.nt
http:m\l.llSeJi.Bg
http:aclluisiW:)n.Of
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~.DOC 

'. Specifies the agency Will be responsible !O,. earoUment ofrecipients into the plan. 

• 	 ~'SpeGi6es the Ilgeoty will ,verify tbeintent of the recipient to joia~ plan. ' 

• 	 ., Specifies procedures for plans to use,for pre-eDmUmenf transmissioD£ to the agency. ' 
, 	 . . " -.' " ; 

• "Specifies ,lllls· responsibilities for D.eW'em:oIlee .nObfi.cations. 
.' . ,. 	 ". 

• <RequireS plans to achieve a6()DIaBPSDT scceemngrate. 

'. ~ujces tbeplanto refetemoUeesfor postpartum visits anct familY plaDning.' 

'. Requires p'ans to offer OOWIsdhlg and'family plamiiDg to aU ~ aDd tbeupartn2rs. 
• 	 -Allows members 'Nidi snevl.aees Ih~ rigbt ofappeal to theSlate~deProvider aDdS~beI ' 

'o.AssistaDce Pando ' " ­

-. 	-Allows the ,.geDCJ 10 waive the'insolvency protection account when evidence ofadeq.lafe 

, insurance 'orreiDsuraace are in p~" " 


.. 	 .., ' , , 

• ',Requires all plans (cxcJudiDg certaia.public eatites) to be commercially tiCeiased by the ­
Department oftosurance." , 


• 	 Requ.iles certaia pubJic eatiti~ to be commercially liceosed by the Depa.rtmeatof Jnsun.oce by 
Jwy 1. lW1~ , " ­

, .' ,Minor wording chuage~ to re.tJect final statulOly Ja."lgUage. 
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, MarketiAg aad Pre-~~oD.nent -,Adds new sections.l.IlO~es markeling'and pr~o)hneBt Ka:Mties iDto related seclwnofthe 

Z 
o , contract. 

.-i 

.-i • " Minor wofdingcbanges to-re.f1ect final StalotolJ language, 
'I" ­

, .-i 

OutiDIPJaa Use or Noa­ .',Requires plans to reimbu(seauthorized. seMces ptOvided by any phYSician Or hOcspitalontof the 
J!mBgency Services' 	 '"pJan·s geographif.i service ,area at a rate negotiated. With the,lovider or at the,leSs:elo£:' the usual 

. ,~ ~ 

0') 
\..0 	

'ancl custcmary chaige made to the geDer41 public by the hoSpital or physician oi1heMfldicakl 
t<> 	 ,tcimbwsen1ent ratc'esaabtishcd forthalprovider~ , , ' 

,0 

a.. 
'0) • PCP Adiwe PatientLoad ' •• ~'B.equiresplans to~[~ thnmgh phystclaD. Certification~ that' a prim8ry we"'physician (pcP) Us . 
,(j) " aD ac.Iive'patierit load ofno more tban3~OOO. ' 

• 'Dcfioes acJive patieot: as a patient who is seen by the same primary care physia.ao. or physician. , assistant or~ Dursepractitiooer uride.ctJte' sU~orthe'pbysicia.n.atleastthiee ' ' 

~ ,times within a caJeAdar year. ' , " 	 " 

"Publie bOviders , • Requires plans to pay without prior IUthOrii.at~ 'claims tOr immunizations. beatmeot or . 
, • 'commuoicabte diseases, family plaooing~ P~. Md,Urgent bea1!h services ploVidec! ina .. sc:hool settiog. .. ' .. 

> 

Quality Assurauc:e ' 	 -Requires pIabs to quarterly fmew fivecrubcaJ areas. :0 
) 

.. ~ Bate adjubJleDt 	 • ProvideS for periodic cost ,adjustm~ to refLed. tbe plans- pOrtion oflotal cost for choice 
.....L 
WI: 	 cou.oseJio& enro1lDie.ot aru:Jdisenro1lai~. ' . 
f ­

. SaDdions, 	 • ,Defines the ageney's ability to fine for lYjJIJUL or nonwiUful vioilliioftsoftbe cootract. 
- , ". 	 .,:; 

, , 	t), 


I) , , ThenPyServic:es ,.: ReqWreS the ~'to leimbune ~ed scheol marcn programs fo~ scboofbased therapies. " 

. . ,'. - , . - -	 :. '. . 

R,. ... 
1j . 

~ .,
. . 

~~862.DOC 

http:enro1lDie.ot
http:IUthOrii.at
http:physia.ao
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<'iaking.step~~t~\;hsltr~'iha:t'Medic&¢"lsawar:e··oniaMr'·~~ttlem~l1t~~4~fQth~r..~6~er:ig~,\:::: ..' 
"':', ....,:~ ::. . 

.... ·.'-~Asking~prO,Yid.erst~"p~ff.~f.their,;'~~~its",.\Vhi~h:M,1l~~ii2~Medi~:~~t9.iddt1b.l~:·*~~.n,~n:tber:'b(,:,; c·, 

iau~.if{·.; . '.,·'>:'::":,:,~\.'~:i,t,:;·:\;:~:"·:':::>:L!?·<·:,·~::;::<">:';:,/; >:.~:·.:~:·';;:·:.·-:·l·,:";,.:·>: :::~:::'?::'\ :1:,':::·:'::: /'/' Y 

':~\:'?{;t:W><(Ii.i~',i!;j\;f;i!;(J<';~H ,t,,., "', "':;;: 
'/ '>",: 

{." ' 

" ) ">c 

'~. ,,' .. f 
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· .	.Tod~w,Presid.ent Clinton arinouhced·th~"fiist.anmiat'pr0gre~s·rep6rt bythe:Depaitnieiits of' . 
lusticean'd Health and Human Services onthenation's ~U:cces~ful. efforts:incracking dqwnon. 
Medicare fraud and abuse. He also unveiled'a series.ofnewlegislative;:~md executive a¢tions , 
to build on the Admiriistratjorr' s itnpressh~e r¢cord in thisarea;spe~ifically,he armoup.c:ed:: 
- Tha't Nearly$l Billion Has Been Retu'rm~d to the. Medicare Trust FundinJus(One, 
Year 
- AlO-;8tep Anti-Fraudand AbuseLe~islative Package Th~t Saves Medicare at LeastS2 
6i11ion 

.~·tJi1precedented Steps to Illyolve Medicare Be~~ficiaries ~nIden:tifyingand(:o'mbatin~
Fraud and Abuse . :.,. '. .,.. ' '.' . 

.~:Natlon~ide:On;.SiteInspecti~ns to T.argetMedic~1 Sup~lierRip-:QftArtis!s .:~." ,.:. .' . 
- ANattonwlde Confe'rtmce, WithLaw Erifor¢eitient.Qfficials;~m:(} Others, Designed to. : . 
Identify the Next Steps to Figliti~aud·and Wast~.. ":" " ' .. , '.. '::. :' 

, ,",.'. 	 " ',', " 
,:', I" , ,. ,.;.. ;,>::; 


- ", ;'., ," . " . -. ,'. ",", " 


THE PRESIDENT' ANNOUNCED . 	 . '(~;",~",:.::', {. ,' .. " . 
. ',: ' '. - , ,'.: ' .' : ' " ,j', :.:' '" : 	 ',# .,' 

.' :., ,'( " -:, \~ . .,:.i,-, ~,.i"'" ~~:< ",!-, "'{'. " :.,'.,. ,";<' '; .~' ": . 
••.•<{y. ~,.,: • j \(' .. , ';:';'/,t'.,:, ';' ,< ":"~.,~,,,:;::-:_,~ .. ,', '~'~', 

• , • , ; ~ ',:;', ~I' .' ,.,.:,~ '. " "'. ,> . "~.' .' . ,'-..... ", ',', ".. .. ":":'" .' '. :', ~. '" , ,', " ~." . "\' 
· A Just~cetn;HS ReporlWhiCh' Cit~~-Neaf'ly $l Billion 'in QneNear.:inSa"ings·Fotthe Medicar.e··~ .. ' " .. ' '. 
Tr~stFun.d. On Mortday,th~Pre~i4ent.is s~naing~ toC"Oftgress th~ :P:fstannual:tepbrt"of!he H;ealthCare' ". 
Ftaudahd'A.buseControl·Program :;.. C~eateij·.by.thC'He·althInsurariceP~:>I1~billtY·ari(IAccoiintabilityAct::; .... 

,of 1996 (HI~A:A) -- which.sqows remarkaQie,progre~s itir~~ting out health care fraud and ~buse.· In' .' 
FY 1997 alone, the first full year of anti-fraud arid abuse funping und'er HIPAA, riearly $1 billion was' 
ret~rried to the Medicare TiustFun,d, the l~gest.all;to~nfever.Thes.ee{fo'r1:S: '. '.::.. / . ",. ' ' 
, ,;. '. ,",.' " .. , ,.', ' ,~ ,..",'. , .-. ( - '. 

,~eium~d DOlIrlj,Sl billion to'tbe Medicare T~stFund fro~;h~il¢~ti;'n$oferi~jnai~n~civir" " 
.• 'judgements ~d sehlements, imd administr~ti~~actions,This'was· tfie,.largest recoye·ry.ani6~f') '. •. ' 

.' . ,'. , ,~., 	 . ,'I' .... , ,*"' , 

t!verc·ollected.in oneye.ar. .... ,'. , " '.' ',' " ." ..... . ,.' .... "d., 

, ,,,, 

\' 
Excluded more; th,n 2,700.indivi(j~als !~i1oentiti~s'fr.om,;~hingbus~ness with 1Y1e4icare, ~,""' .. 
Medicaid, 'and:other fed~ral ;~d state heruthcafe prdgrams: foiengagirlg!n~fraud:or: 6t~er ',:.' 

-:protessionalinisCOri9~cf,:;.a:Iieard6Ubl{rig(a'~~"p'er~epiiI1cr~!l:s~).bve,('1,~?6;.: '.' ,., •.. 
',', ' 

;, ' 
{ I " I~creasedcorivicti,ons.'f()rhealthcar~'ftaud-tel'ate&cri.pesbY:rie'afly:)lO·percen~. , .' 

":. ' ..Pur~.ued 4,O.~0 ci;Vil bealth '.care' fra'tid ~a~e~ '-~. rurirtcrease qf6l p~rcent ov~r·1.996 .. ·".: . 
'.' " ~. -", ~"t't ", ;.">ct:~.,.(~:'~~·:':·'\'~:<~: . .,(.. ' '~~~::::,.',~:~l':'""'~'~"""~,;::»·:·:r:·.'>:",·":'1.),:,',,: !,::~:.::~: ...":,,,<,' ':',\~ :,' ";,":,!,1~:~::ir',,,. : :',' '. 

.' , 
.. ,' .. 

" .:: ANe-w l()~St¢pAti.ti;'Fr~ud:~'D:~tA.bu~e,.L~gis.~d~e'~~¢kai~e:1+ha.fS~v.~s:*;·di~ar~:A.itl,i;~a~·t:;:·' 
,. 	 , "., ,., .,', ,," • ( .. " " , ' .. l' l i ~. . " .;, .,.:> ':' , . ',;", :c."::' ',' '.' /' '!,', ',',' '. ,,' I" ".'~""" ( 

$2 BillionOver,Five'Years;.including'thefp1l0wing:.' ,',',,; , '.: . ,:,',,",, , '. '!" • " "~'''.' '..' ,:• 

" 
". " 

. . . '. .:': :.<', ,.': :, ~ ,'" ',.~ <~;~~{\;:'~ "::~:;:'~\' ',: .':'::. <. ,:',::" '.:.: .~ ,;<.':: ':,.' ~.:,: .~.:;-: ,:, ":~: '.'" .:,', ." ->"; ", ':;.: ,~.. /: :.' (' .,'. '~.' '::. 
Eliminating''overpaymellfs,for certain"dr'ugs, ,for· wbicrr the; Inspe'ct0r ,General',lias'rep0rted',:' ''', , 

, ' ~ .' ;'",(;~ \-~~',' ' ..... (,:'l.,·,{t~,"zj, ;~/ ~."'j ')~"' ... :<""~.~ :,,~ :r\"'''':t'/ ..:,i.,'.,,.. ,.~.,;,.,;~~~; ..:~·t,~·· '.1:- /'" :~,; t.r ' '.' :~~ , .. ,

. ,Medicare cuvrenHy, ovet:mavs ' ....,<; .: "''', ',; : ,,' "',":. ",' --; ',' .. ' :' i 'l '.>',. ,,,,,,., '" 
I ,"- ~ ~y ;/.':.\'''' f'" : ¥' Y-O-<- "'." "\fJ, .~.c;~"'"""~"- ') .j~.....t':, • ~, .~ ~" 

.... . "En'sur1ng,Medfcar::e,a9:e~ g'ot 'gay:(o,r ,ci~iri:ts"t~~(q t 'ioJ)~ p~id:by pr.i,¥ate:ip~1"l~ers'-stlch ,as "...' : 
"" 

· , ~bligatiOns;()fprft~td!fnicir~v~::/:'::.,.;;·<:'>. 'X,~.' .,.'j'. ·.~!~,!',::F~~:;~:·:;·~:·{:i:·':;' ~.:)"~(/:: ."::} .:' ....:,:: 
'," 

.,' .. ,:.,,,'. : 

~<Ensufing thalproviders'·dO"not leave·~Medicare.str.apped, l)y:d·e.clai'ing;:bahk~l.ip'f~Y'.··· 


c" ,';' ' " " 

.~'; ':'j';" . ';";/," :~':''''/ \'~,: 
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http:oneye.ar
http:t!verc�ollected.in
http:th~Pre~i4ent.is


Unprecedented Steps to Involve Medicare Beneficiaries in Identifying and Combating Fraud and 

Abuse. The President is announcing steps to involve Medicare beneficiaries in rooting out fraud and 

abuse, such as: . 


Providing beneficiaries with new information on how to report fraud. Starting next month, 
Medicare beneficiaries across the nation will receive a toll-free number to call to report fraud and 
abuse in Medicare on every statement, bill, and claim, making it easier to crack down on fraud and 
abuse; and . '.. ,. 
Rewarding beneficiaries for fighting fraud. Provisions in the Kassebaum-Kennedy legislation 
will be implemented this spring that give beneficiaries 'rewards for reporting fraud. 

On-Site Inspections Across the Country to Eliminate Rip-Off Artists and Scam Medical Equipment 
Suppliers. To ensure that medical equipment suppliers are providing the medical devices they claim, the 
Department ofHealth and Human Services is conducting nationwide on-site inspections of medical 
suppliers. 

A National Conference to Bring Together Law Enforcement, Providers, Beneficiaries,. and Others 

to Identify the Next Steps to Fight Fraud and Waste. While the Administration has a long record of 

fighting fraud and abuse, we must do more. Today, the President is announcing that this spring, the 


. Health Care Financing Administration will hold a conference including consumers and their 
representatives, law enforcement officials, private insurers, health care providers, and beneficiaries, to 
build on the successes we have achieved in fighting fraud and abuse in the nation's health care system. 



PRESIDENT CLINTON UNVEILS TEN LEGISLATIVE PROPOSALS AS PART OF 

HIS ONGOING ANTI-FRAUD, WASTE, AND ABUSE COMMITMENT 


(1) 	 Eliminating Wasteful Excessive Medicare Reimbursement for Drugs. A recent report 
by the HHS Inspector General found that Medicare currently pays hundreds of millions of 
dollars more for 22 of the most common and costly drugs than would be paid if market 
prices were used. For more than one-third of these drugs, Medicare paid more than 
double the actual average wholesale prices, and in one case paid as high as ten times the 
amount. This proposal would ensure that Medicare payments are reduced to the actual 
amount that the drugs cost. ' 

(2) 	 . Eliminating Overpayments for Epogen. In a 1997 report, the HHS Office of Inspector 
General (OIG) found that reducing the Medicare reimbursement for Epogen (a drug used 
for kidney dialysis patients) to reflect current market prices would result in more than 
$100 million in savings to the Medicare program and beneficiaries. 

(3) 	 Doubling the Number of Audits to Ensure That Medicare Only Reimburses for 
Appropriate Provider Costs. Right now, not all cost-based providers (e.g., hospitals, 
home health, non-PPS, skilled nursing facilities) are audited. This proposal would assess 
a fee to cover all audits and cost settlement activities for health care providers. These 
steps help ensure that Medicare only makes payments for appropriate provider costs. 

(4) 	 Lowering Medicare's Payments for Equipment Through a Nationwide Competitive 
Pricing Program. Competitive Pricing would let Medicare do what most private and 
other government health care purchasers do to control cost -- lower costs by injecting 
competition into the pricing for equipment and non-physician services. 

(5) 	 Eliminating Abuse of Medicare's Outpatient Mental Health Benefits. The HHS 
Inspector General has ·found abuses in Medicare's outpatient mental health benefit -­
in particular, Medicare is sometimes billed for services in inpatient hospitals or 

·homes. This proposal would eliminate this abuse·by requiring that these services are 
only provided in the appropriate treatment setting. 

, 

(6) 	 Creating Civil Monetary Penalties for False Certification of the Need for Care. 
Recent HHS Inspector General reports identified providers who inappropriately 
certified that beneficiaries needed out-patient mental health benefits and hospice 
services. This proposal would impose penalties on physicians who falsely certify 
their patients' need for these two benefits. 



(7) 	 Preventing Providers From Taking Advantage of Medicare by Declaring 
Bankruptcy. Providers who have defrauded and abused Medicare often file for 
bankruptcy in order to avoid paying fines or returning overpayments, leaving 
Medicare strapped with the bills. This proposal would give Medicare priority over 
others when a provider files bankruptcy. 

(8) 	 Taking Action to End Illegal Provider "Kickback" Schemes. A serious area of 
fraud is "kickback" schemes, where health care providers unnecessarily send patients 
for tests or to facilities where the provider is financially rewarded. While we have 
established criminal penalties for these schemes, additional tools are needed to stamp 
out this practice: specifically, allowing prosecutors to get a court order to put an 
immediate halt to such schemes, and to allow civil as well as criminal remedies. 

(9) 	 Ensuring Medicare Does Not Pay for Claims Owed by Private Insurers. Too 
often, Medicare pays claims that are owed by private insurers because Medicare has 
no way of knowing the private· insurer is the primary payer. These proposals would 
take steps to address these problems including: requiring insurers to report any 
Medicare beneficiaries they cover; allowing Medicare t6 recoup double the amount 
owed by insurers who purposely let Medicare pay claims the group plan should have 
made; and imposing fines for not reporting no-fault or liability settlements for which 
Medicare should have been reimbursed. 

(10) 	 Enabling Medicare to Capitate Payments for Certain Routine Surgical 
Procedures Through a Competitive Pricing Process With Providers. This will 
expand HCFA's current "Centers of Excellence" demonstration enabling Medicare to 
receive volume discounts on these surgical procedures and, in return, enabling 
hospitals to increase their market share and gain clinical expertise. 



, , 

. ; 
Legislative Summaries 

March '13, 1997 

12:52 pm 

ANTI-FRAUD, WASTE AND ABUSE LEGISLATIVE PROPOSALS FROM HCFA 

Provider Accountability 

o 	 Sanction Authority - This proposal would improve our ability to levy penalties on and 
sanction fraudulent providers. 

First, this proposal would create a new civil monetary penalty for physicians who 
certify that an individual meets Medicare requirements to receive partial. 
hospitalization and hospice services while knowing that the individual does not 
meet such requirements. 

Second, this proposal would correct. the statutory oversight which failed to specify 
a dollar amount for civil money penalties that may be imposed upon: 
nonparticipating physicians who bill more than the limiting charge; providers who 
bill for clinical diagnostic laboratory tests; physicians who bill on an unassigned 
basis for services rendered to dually eligible beneficiaries; nonparticipating 
physicians who fail to notify beneficiaries of the actual charge of elective surgery; 
suppliers who fail to supply DME without charge after all the rental payments have 
been made; nonparticipating radiologists who bill more than the limiting charge; 

. nonparticipating physicians.who bill more than the limiting charge for 
mammographies; physicians that bill for assistants at cataract surgery; 
nonparticipating physicians who do not make refunds to beneficiaries for medically 
unnecessary and/or poor quality of care services; physicians who repeatedly bill 
beneficiaries for certain diagnostic tests in excess of the limiting charge; 
nonparticipating physicians and/or suppliers that bill in excess of the limiting 
charge'.. 

Third, this proposal would authorize civil money penalties to be levied on 
providers that violated the anti-kickback statute, 

Fourth, this proposal would authorize civil money penalties against anyone who 
knows or should know that they are submitting claims for services ordered or 
prescribed by an excluded individual. 

Fifth, this proposal would allow civil money penalties to be levied on hospitals or 
other providers who hire excluded individuals, 
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Sixth, this proposal would extend the testimonial supeona power and injunctive 
authority that the Secretary has for civil money penalties to other administrative 
sanctions such as exclusions. 

Seventh, this proposal would overrule the Hanlester decision, such that the 
government need not prove that perpetrating providers had actual knowledge of 

, the anti-kickback laws. 

Eighth, this proposal would clarify that under the anti-dumping statute, physicians 
who are on-call to speciality hospitals must respond to a call from the hospital to 
come in to the specialty unit (e,g. a burn center) in order to examine and stabilize 
the emergency medical condition of an ,individual who is proposed to be 
transferred to that unit. 

Ninth, this proposal would clarify that the Federal Employees Health Benefits 
Program plans are subject to health care anti-fraud and abuse sanctions. 

Tenth, this proposal would create a new, generalized offense against kickbacks 
, paid in connection with any public or private health care benefit program or plan. 

Those convicted under this provision would be subject to up to five years' 
imprisonment as well as to fines. 

Eleventh, this proposal would allow civil penalties to be levied upon violators of 
the anti-kickback laws in connection with a federal and/or state health care 
program. Violators would be subject to civil money penalties of $25,000 ­
$50,000 for each violation, as well as treble damages of the total amount of the 
kickback. , 

Rationale: This proposal would provide the authority to further protect beneficiaries, 
Medicare and Medicaid. 

This provision (which parallels the authority created !n HIP AA for false 
certification of home health services) by penalizing physicians for inappropriate 
admissions to partial hospitalization programs, would create a real incentive for 
physicians to certify need for partial hospitalization services only for those 
individuals who meet'Medicare requirements. 

Without dollar amounts being specified, certain current law civil money penalties 
cannot be implemented. 

Current law provides for criminal penalties or exclusion for those who violate the 
anti-kickback statute, both of which are very stiff remedies for a health care 
institution. A new CMP would provide an intermediate remedy. 
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A loophole exists in OIG's civil money penalty (CMP) authority which establishes 
a penalty for claims submitted by an excluded provider for items or services 
furnished directly by them. 'This existing CMP authority does not address (1) 
another party who provides a service ordered by an excluded provider, after that 
other party is put on notice of the exclusion, and (2) penalizing the excluded 
provider for ordering a service paid for by Medicare or Medicaid . 

. The OIG continues to have a problem with hospitals and other types of providers 
hiring individuals who are in excluded status. Hospitals are generally required to 
query the National Practitioner Data Bank (NPDB) regarding health care 
practitioners being hired or being granted clinical privileges. The NPDB includes 
all OIG exclusions. Also, hospitals are required to query the NPDB on all such 
practitioners every two years~ Where an initial check of the exclusion list on a 
hiring is not done, or where the two-year check is not done, the CMP should 
apply. This CIvIP applies where the employer knew or should have known of the 
exclusion. 

These investigative tools are needed in the complex investigations offraud, 
kickbacks and other prohibited activities. 

The 1995 decision of the Ninth Circuit (CA) in the Hanlester Network v. Shalala 
case radically interpreted the terms of the statute to put very high burdens of proof 
on the government. Although this case is binding only in that circuit, a return to 
the normal burden of proof in criminal cases should be made by legislation. 

This proposal would close a loophole in the coverage of the anti-dumping statute. 

This proposal would allow the Federal Employees Health Benefits Program 
(FEHBP) the opportunity to use current civil and criminal sanctions that are 
otherwise available to combat fraud and abuse. FEHBP is financed with almost 72 
percent appropriated funds and is a government, not a private program which 
needs the authority currently denied to it to deter and punish fraudulent claims and 
other program abuses. 

This proposal would fill a gap in current law by extending federal anti-kickback 
criminal sanctions to all public and private health care programs and plans. 

This proposal would complement the proposed criminal anti-kickback laws and 
would ensure that the government has at its disposal a complete arsenal of anti­
kickback enforcement weapons for use in health care fraud cases affecting federal 
and state health care programs. 
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o 	 Increase Flexibility for Future Bad Debt Payments - This proposal would give the 
Secretary the flexibility to revise the methodology for making payments to hospitals for 
bad debt from Medicare beneficiaries. (This proposal is budget neutral.) 

Rationale: 	 DHHS is under a moratorium, enacted in OBRA87, from changing any 
aspect of Medicare bad debt payment policy. Medicare currently 
reimburses hospitals for 100% of bad debt attributed to its beneficiaries. 
This proposal would lift the moratorium although no specific changes 
would be proposed at this point. . 

Provider Enrollment Process 

o 	 Improve the Provider Enrollment Process -This proposal would clarifY the provider 
enrollment process, and strengthen HCFA's ability to combat fraud and abuse by not 
al10wing "bad actors" to become Medicare providers and/or suppliers. 

• 	 First, the Secretary would have the authority to deny entry into Medicare those 
provider applicants that were convicted ofa felony. HCF A would deny these 
applicants a billing number. . 

• 	 Second, the Secretary would be authorized to collect a fee for all Medicare and 
Medicaid applicants when they apply for enrollment or re-enrollment. If an 
application is denied, a six-month waiting period must be completed before the 
provider could reapply. The fee would cover administrative costs in processing 
the application and administering the HIP AA National Provider Identification 
program requirements to validate applications. If HCF A determines that an 
overpayment has occurred, the payment must be recouped before the provider 
would receive another billing number. 

• 	 Third, this proposal would enhance the provider enrollment process by screening 
for potential fraudulent Medicare providers and suppliers. The Secretary would 
receive authority to require providers, physicians and other suppliers, managing 
employees, and all owners of providers and suppliers to disclose both their 
Employer Identification Numbers (EINs) (where an EIN exists) and their Social 
Security Number (SSNs). The Social Security Administration would be required 
to verifY the validity of the SSN's. . 

• 	 Fourth, this proposal would close a loophole which allows an entity to 
inappropriately escape an exclusion in certain circumstances. Under current law, 
the Secretary may exclude an entity which is owned or controlled by an excluded 
individual. However, some entities are escaping this provision by the excluded 
individual transferring the ownership to an immediate family member, although the 
excluded individual remains in "silent" control. This new provision allows the 
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Secretary the discretion when making the determination whether to exclude to 
disregard such a transfer of ownership. 

Rationale: 	 The proposal improves the provider enrollment process by enhancing 
HCFA's tools for identifying and reducing fraud and abuse. Denying 
convicted felons entry into Medicare safeguards the program. Requiring a 
Medicare applicant fee and instituting a six-month waiting period after 
denial of entry improves HCF A's ability to process applications. The 
disclosure of provider and supplier EINs/SSNs increases the ability to deny 
Medicare entry to fraudulent and unscrupulous applicants. It would also 
enhance HCFA'sIHCFA contractor ability to: identify related entities; 
detect prospective providers, physicians and other suppliers who should 
not be allowed to become participants in the Medicare program; and 
identify situations where existing providers, physicians and other suppliers 
improperly employ/utilize excluded individuals/entities. Charging user fees 
for provider numbers provides administrative savings. This user fee also 
helps HCF A cover the costs of administering the National Provider 
Identification program, required by HIP AA 

Prudent Purchasing 

o 	 Bankruptcy Provisions - These proposals would protect Medicare and Medicaid 
interests in bankruptcy situations. - A provider would still be liable to refund 
overpayments and pay penalties and fines even if he filed for bankruptcy. Quality of care 
penalties could be imposed and collected even if a provider was in bankruptcy. Medicare 
suspensions and exclusions (including for not re-paying scholarships) would still be in 
force even if a provider files for bankruptcy. If Medicare law and bankruptcy law conflict, 
Medicare law would prevail. Bankruptcy courts would. not be able to re-adjudicate our 
coverage and/or payment decisions. 

Rationale: 	 This bankruptcy provision would provide us with improved standing under 
bankruptcy law. When providers, suppliers or third party payers go out of 
business, whether due to discovery of fraudulent behavior or not, Medicare 
would be in a strengthened position to regain any wrongly paid monies. 
Additionally, this proposal would ensure that individuals and plans that 
owe financial obligations to Medicare, (or who have been excluded) would . 
not be able to seek relief from the bankruptcy courts, 

o 	 Value of Capital When Ownership of an Institution Changes- This proposal would 
deem the sales price of an asset to be its net book value. The proposal would also apply 
to all providers. 
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Rationale: 	 There have been instances in which SNFs or hospitals currently game the 
system by creating specious ."losses" in order to be eligible for additional 
Medicare payments. For example, a seller might claim that a significant 
portion of the purchase price of a hospital is attributable not to the value of 
the hospital building and other capital assets, but to the value of the 
certificate of need, the already assembled hospital staff, or some other 
intangible asset. By minimizing the value attributable to the capital assets, 
the seller is able to record a lower sales price, and a greater "loss" on the 
sale. The seller is then entitled to partial reimbursement for the loss from 
Medicare. This existing loophole is especially problematic in the case of 
hospitals paid under PPS for capital because the prospective capital 

. payments to the new owner are unaffected by the low valuation of the 
hospital (prior to PPS, the new owner would be somewhat disadvantaged 
by the gaming because their cost-based capital payments would have been 
lower because of the low sales price). Further, this proposal would 
eliminate the need for any payment adjustments for gains or losses. 

o 	 Clarify the Definition of Skilled Services - This proposal would exClude venipuncture 
from the eligibility criteria for intermittent skilled nursing services. Venipuncture currently 
qualifies as skilled nursIng care and therefore meets the eligibility criterion for intermittent 
skilled nursing services under the home health benefit. If the other criterion are met ( 
homebound, etc.), then a beneficiary who only requires venipuncture for the purpose of 
obtaining a blood sample as his/her qualitying skilled need, would be entitled to all· of the 
other covered home health services including home health aide services. Ifvenipuncture 
for the purpose ofobtaining a blood sample is the only skilled service that is needed by the 
beneficiary, that individual should not be eligible for the home health benefit. . 

Rationale: 	 Eliminating venipuncture as a qualitying skilled service for Medicare home 
health eligibility will limit payments for other home health services for 
beneficiaries who would otherwise be ineligible for services under the home 
health benefit. 

o 	 Hospice Benefit Modifications - This proposal would revise hospice coverage and 
payment policies. 

First, after the two initial 90-day periods this proposal would replace the current third and 
fourth hospice benefit periods with an unlimited number of thirty-day periods. 

Second, as the President's FY98 budget bill proposed for home health, this proposal 
would link payment for hospice services to the geographic location of the site where the 
service was furnished. 
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Third, this proposal would also limit beneficiary liability under hospice care. Currently, 
the major cause for denial of hospice claims is the fact that the beneficiary was not 
terminally ill within the meaning of the law (i.e., did not have a prognosis of six months or 
less oflife at the time the services were rendered). If a hospice claim is denied because the 
patient was not terminally ill, the patient's liability for payment would be waived and the 
hospice would be liable for the overpayment unless it could prove that it did not know or 
have reason to know the claim would be disallowed. The standard of proof would be high 
since both the law and HCF A instructions are explicit as to the requirement and there are 
well established protocols for documentation of medical prognosis. 

Rationale: 	 This proposal would allow HCF A to ensure that the hospice benefit is used 
for those beneficiaries with a terminal illness, but it would not terminate 
hospice care from those fortunate to survive longer than expected. This 
proposal would also ensure that payments reflect the prevailing costs in the 
areas where services are furnished, not the higher cost urban areas where 
agencies tend to locate their parent offices. Undercurrent law, a 
beneficiary receiving hospice care is unprotected from financial liability 
should the beneficiary tum out to be not terminally ill. A hospice may seek 
full payment from the beneficiary for denied claims for hospice care. The 
proposal would provide beneficiaries with protection in cases where they 
receive hospice care services in good faith, even if they are not, in fact, 
terminally ill. 

Mental Health 

Clarify the Partial Hospitalization Benefit -- This proposal would establish coverage 
requirements and limitations to minimize program abuse. This proposal would also 
preclude providers from furnishing partial hospitalization services in a beneficiary's home 
or in an inpatient or nursing home. It would also provide the Secretary broad authority to 
establish through regulation a prospective payment system for partial hospitalization 
services 'that reflects appropriate payment levels for efficient providers of service and 
payment levels for similar services in other delivery systems. (The current cost 
reimbursement system would stay in place until the Secretary exercises this'payment 
authority. ) 

Rationale: 	 This proposal would discourage development of partial hospitaiization 
programs targeted to patients in their homes or in settings where there is a 
residential population, such as nursing facilities and assisted living facilities. 
Finally, the partial hospitalization benefit was intended to be a less-costly 
alternative to inpatient psychiatric care. The current reasonable cost 
reimbursement methodology has resulted in excessive payment and 
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inappropriate payment for items and services that are excluded from the 
definition of partial hospitalization serVices. 

Define CMHCs for Medicare Participation -- This proposal would provide authority 
for the Secretary to establish through regulation Medicare participation requirements for 
CMHCs (health and safety requirements, provider eligibility standards). Additionally, it 
would provide authority for CMHCs to be surveyed by state agencies to determine 
compliance with Federal requirements Qr investigate complaints upon request This 
proposal will be accompanied by a user fee or specific appropriation for survey money. It 
would also prohibit Medicare-only CMHCs. 

Rationale: 	 Currently, a CMHC is defined a~ an entity that provides certain mental 
health services that are listed in the Public Health Service Act and meets 
applicable state licensing or certification requirements. Since 2/3 of the 
states do not license or certify CMHCs, this definition is insufficient to 
ensure that appropriate organizations become Medicare providers. 
Prohibiting Medicare-only CMHCs would discourage establishment of 
programs targeted to Medicare beneficiaries. 

G:\MEDPARTA\LORl\COMBOS.314 
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. The BEfri'e'fi~ ,Quallt'y AS'su'r:an'CC2., ptc{qram ·would·pf'o~fde,:a iev~i ..,,,', ,,'; .'..,..' . 
.~~1i'afng :"s,t,ream, for,~ five:-ye:aj:'pe'ri,CicL ... Thls)ir·o'potlal,Voul~,:~:~ri6w', 

, HCFA ~ll.i!'flexibilityt:6inve·st'ii1 new and'innovative'sitrat'eqles' "",, 
, to,com.tsat ,fra.ud and"abuse., . It.'WQuld.helpHCFA to shift emph'cs·si.s '. ,
from post~p'ayment recoveries6nfral.fdulent claims to pre~payment .' 
s'~rat~q,i:es ~~'si9Beatoen's'ure ·thil't ~ore claims are p'aiel c'oire'ctly' ';" .' 
tile first t~me. '-, ' 

The,HH~,.,'~~a1.ld arid_' ADUS~ cont'r~l 'rond ·woUld. 8:11'0" ..t.fi:e. ~~~'rt~erit', ,,, .. ; 
.	to reinvest savinqs fromsettlemerit's and., court 'awards in Medicare' 

and. Medicaid· fr'aud 'c'ases,aftEir·. the prQ9'rus Jia.d b.'e'n·mad.e·· who'!., . 

through a· fund 1:hat can b-e used to firianc~ further fraud .' .... 
 ~ , I' 

'investiqafion's; , 	 . 

EXpe;~J.erlcf!· h~sslid~' .'. tliiit' :i.rt~~-stDi~iit fit, ahtt~f¥add arid" ~\t~e 
ilct,ivities yields a lifgh ,ieturh. ,6u~p':ropcs:als ..touJ.id,.tielp ,';: ." .. 

provide' ~t·able,.fimdinq forthes~ act'ivities and: 15h1.1& hEap,assure'..'

that we reap· thIs l:S~nefit.·· ' 


.While legfsl:abive' chan9:~~'~r~,c~*~iniy, i~pb'~~'rit,." :we:·ifai~ ·iIla'de.i'· . ' 
qre·at· si,tride'siri ,c1.lrbing!raud. and. abusi! undeh:: ¢urrent, taw., lieFA': :... 
ha's pione'ered iriitiativesailii:ec1, at prevention" e'arlydfstectiOll; ....•. 
andcodrd.inatioh." we, hav~fitian¢ed cut:ti·ng-edqe computer, : 
technology tlltouqh"ou.r ,COritra'ct'ors .. , .We support, th.. development
of If·state;,;;,'of.i;the'-a'rt lf . technology ";"-'. increasinqly 'sophisticated'

inform'atioh "systems ..:... used by us. an<iourpriva'te partners' to . 

d'etect ahd to deter fraud. and abuse •.' . . . ' 


PO'dU'.iD90D· F~'ilti:4:'. Tlfe Sduth 'j"io~id.f()rtqro1.ip . 
A, suc(:es~'fUl.'p'aftti'ef~hi~"a·s~fiafedtO.tabklE!:,:~i#'f6\1~' f~aitQartci . 

abuse. probl'ems i,nSout:h., ~l()rlaa.. Jledlcare., 'arid: Me~l·.Co!li:d :.' .'", ' ,

eXpenditures 1-:0, Florida are among tne bighest, iii the nation, and,' 

fraud arid abuse 1-5 a'serious tactor in a variety 'of health care 

settift(qs.·, 't·o:a'a.Q£fissthI~ probl'elri i . ve establfshi!.Cl:a; joint" . " 

initiativein'clfrdinq SCFA,our claims' p'ayment eontract~r,tht:! .,' . 


·Floridast:at'e.Medlcald.aq~n·CY, .. the.HH:s Offics'of.th",,:Insp.ctor;;
. General, .:and the: Florida Attorney Genera-l's. OffiCE! Medicaid Fra:ud. 

Corit;rol.Onit. , : . '.' . '., 
, -" \ 	 ' ' .'~. , 

Th:E!·~drk~fcsu:p~.s fo~e:a to"p~~vide'Buppc,rtari~'Hiic:6miieridatlt)ri~' " 
to HCP'A·anc1 the'F1ori'daeonttactors about what could and 'should 
b'e d6n'e to 'co1Dl)at ,'th"'·chrbnic fraud and·abuseJ.riSouth Florida'.' 
Tn~cjro\lp'l.'etfort represcnt'ed all. Uhpree.clerlt~Ct. de9r~eof", ',., . 
coordination.· l\sa're'sult of itsJiork, we have ident'if:i4ia ·"v.e.r 
$100 million 'i,n'.s·avinqs arlCtr~coupiBen1:a, over...~~ve ~~~j. BCFA 

is lookihqcarefully at.atea:s iderit:;f~ed .. a.~articul'arlY.,.. 

vulnerable to fraud including home health ••rvicas,du.:rllble

medical .~ip'j1·ent and iridepende'nt p);iysiol:Ogi~al labOratories. 


, 	 ~ , ; . ~ . 

'0 'Si!ccluse' of' traiidii:rt~lated' .• in,)E!st'igation~, .• HC:FA .'susperid~ . 
payment to 44 SOtltli Florida'providers sitlee this summer i .. 

; .' 

http:j"io~id.f()rtqro1.ip
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' .. ~'t~~EintTn(j tfhi,'pilym';'ht ~f' $2. 2 "~illiori fil' ~e;Qi6at~··,'fU~i~:~','·; 
.: :>~ ',,:~,:::: -" -' .:, ' ",' ',' .'~' >:,'~, >,:;., '~" "r ~/ ',,~.: "~~' :;. ,:~,.: "'-7~><;~( ;:-<'- ~ ;:,.. ',' :','; :" <~:!,,:t, <:", ' •., :":'~;i:~ " ',.,,,,, .;.' :';-. ,;. <~., :<',,_;~.. ~;:':'" ,,:,'1' f .• .'.<~". ,. t' ',' ';',\ " ": '.' ,~', ,';, '>;" ':, 

o ·... ,.',Ttie .~R~~·~:,Att.<:>,rneY'.,~,·office),)ictinq:onin·formatl'on· de~a·ll~(r: ....·.. 
. ..... liY·,' HCFA.·'contracfors I. has . frczen ..mcre ,tJian.$4· milliotl'. ,in .' b~nk 

,'::ac:c()unt:s . p·erid'.tnq .futthi'ilnv'es·tiqatiCsn of· several '.' prdViitder:i.· 

.0 ··;As a' t~$'~lt"di·t1\it ci~6tdinib~d effc,~tO ~h~'f~.'i:ri~o~a~~f\bt\.:'c'·: 
'on. fraud activltH:!s' ."i €h'our, cc>neractdrs;.tlleFloric1a· :.': . 
Medicate contractor C oiiduc ted inte'nslve iliecUcal review'cff ..... 

. , claimsfbr oll"tpatient tiherapeutic ment:al nealth': tr~atile·nt".;:)
proqra,ms.AS a result of this review ~tlie. contractor d~n'r~(t " 

.. 77.pe.reentof .. s'eiVi'ces blll~d for 1994.. Medicar* saved $3", 
. million in Dadea:nd stbward cCUnt:te:salone in 19'94. " 

,- • 	 -,"r , 

· .HCF~: ha~ .al\~c) ,fd~~d .th'epf{;"rai '.' IHH{ifl€'/GicStt:~oh~h "'j;d~hf;i:t' ..... . 
" . · . posisibl:e,' areas, d,i ..ptC5qrcUl. ,we,!'.:n'i!§ses .ina .', .~111 ...• h.~·ip,cO'o'r~£nate' "it! .,. 

,'. ,'~ · . ~~ti,lv~it,~frs~ " .Tn~ .proqri1,~.J~teqrity. group: C'iSnsfsts' of,;JHqh .livel,<·· .' 
~~FA,:offl·cH;;ls,'}lh()s'eexp~rti.se 'v.il,1 • hfi!lP. idoiiti;fy '.' p'robl'ems in ·tWe . ,... 
MEii'Cticare' 'and Me-dic'aidptdviderenrollmeritj;)roce:ss ~ . ... ..... .. " 

· This ijrdtlP isci1J£r:~rit:ly'ejci:bifrd.n;g:;"a:1i;>· di'rtiiitttnqp~~'1~i~1£i6~'
.of suppliers. and ~roviders. to·th-ose tllatapPf!at .to be lecj'ltfmate" .. ' 
· business .entitbilS." Whenc:dns:td,er:inq .theseoptions,. hcwever,we 
.	aieconscidus ,of the. need to .assessthe ieport:lnq'burd>enan'd .... 
costs th'iSt ne~ rQqulrements Diay pose for honest providers. . , " .. ' . 

.'op.'t-~tiolla.'.t~f. T~S't",:: 	 . . " .'..' 

.ThO .Sc)llth: Fl~fici~ ·'~df.)(q~6'dp,·friV~1~e}f·~'Ufip~:ee~d~ri:t.a'd~9~~~·L6i' : 
.' coope'rat:iOn"'b'etween pUblic"and' p:r:iv'ate .-titi~ias:' . Based. on,'our"~ .' . .' 
··$~cc·essfu.1. 'eXp~rJ~Ticeinsou~,:Fl,'l')rida( ~¢FA:afia't;b~ f:risp~'etor' .',:' .......... ' 
· General, nave famed,a.new j:>attriership.ofFed.eralandst.ate,,:,.. .'" . 
agencie's .:.~ocraek .dow.:dn~e(H.cai.,.an.a· iledj;cal(ttr~ijd and·aDu~.·,!:, .' 
We belleve,we can .aceomplish moreDy workinq toqetlier as 'partners '. ' 
than we can each a:chieve alon. witht.he·sue resources. 

, .. 

..'This., paftll.rShip,~ operat16n .~fa~tbrQTt1i~tj is. a.dem~nsti-ii~lon/.• ,... , 
. tarqetiriq five. of the.most' populdus states ....4i.NewYorJc, Florida, .' .' 
Illinois, 'Texas ~nd' California...Thesefivta st:itesiccoUrlt:,for·. .' 
n~atly 4,o,perc:e#t, of: a:l1 .)(edi(:at•.:an.C!Medi·eai~ ...))en.~;ffciarles~': . 
our..part:ne.ra ,.iricludetlie otfi'ee·.cf ~e InjpEtc~()rGerie:ra:l, the " 
Aaifl'rfliit:ratlon .on ·Aqinq,.·the Departmentaf Justice, stat:.e· · 


· government andpr'1 vats s'e'~to:t· representatlves., . ..' .' .' : . 

" . ,,' "/' :. "'\' :.\ ,':, •••• _,.-,-... , ,~.~;:: • ,,-. ,',- _,,' ~ "j", .~:,,,,'~'.,.',-:~-,:. ,_.~'.-, >..,.' :,,:,':,.,', ~'"':' <~,·_'_:,~.;_~:~\-,_:r:,~-:,i¥:-,~· '. ,.;,.,;~,'.,. ::~~,.-,';>-- ... ,-:·~":-~-:-~:,;,,fi~~;'.~~~-;-),·',:,>.\ ',:


The 'artn~rsh(.f'viJ:·l:. identff"and''Einalize:those' who "1Ii111nqly' ;> ... , P., . P. .. .... y,.. . p .... .....,. .' .. .. ., ..... . . ..... 
'defraud the ··over.nmQIH:~ .... It wlll'.aTeftthe publi'c: and ind\lsttytb·· 

'. known. fraud. ~che1iies .. ·The p~ftrn!l-shipwl1'1 alsO help' idilJjtlty~a
correct the·wlnf!ral::d.l1ties. in the Medi.care andMedi'~id . '.. 

; . 
p r..·.M.·}..'r.am..•.. nle.·· .. ii'1.. i ..t.i.ati.v.e.·. t'ci.rge.·.·.t.s .fOU.·.··.r ... t.We•.'.... c..·.t.. b.oa.alth.· care ..;.... . 
prb~ide:ts, -~ n*rsinq· facilities i Hhospices,' home health acJeric::'i~sj ., 
and d:urab1e .med~~al equipment suppliers. . '. ", .' 

-: ' 

. ',. :-.' , 	 . ;",,' .\" :. ".:., 
."." ,~, " . 
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. Ta:~~ics' irt~~\i:tiE!,'~~'FA"a'n!a IGi,f5.rt~n&i~i")l~di't$':,,s't'~~J;1~t{U'P, :,:'c,/;,' ,': 
, ctimina~ investiqations ,'civ11 and aCiminl'st.rat'ive penalties',:ana: :" ,: , 
f~'~()verY',actiofts: .and" i:nicre'a:idn<} surveys and, inspections'O! ,long:';': ," 
t.:i!rla care facilities in C:Oop'Eft:ation 'with ,S't:ateofficlals. In". " . 
'cSrderto inform beneficia:ries,the 'public and"indu'stry, the'mlS 

, Inspector Getleral will, iSSUi! :,speci:al fraudalertls t-o n'otlfY the 
pUblic and the liealth care cQm:mu:nity a.~outschemes in, the, ' . , ':, 
provision 'of home h'ealt:h services, nursiriqc:areandmedical.:, , '. :' 
equipment and' su?pl:f.es:,,;~ Ad'dit~ona;L;Y" .. a " fr~ud and '~astereport'
hotline -- l ...aOO-HHS...TIPS ...... is ava11able for public use.. . 

. O'pet-litlon Re~toril' Ttust~Pha:sizes" iiUprd';~d cOUUhfcation b~t.~e~ri,.·" 
Federal ahd stat,. aqanci(as .. Il'l'i'ddit-idn~ ",,' ",' 

""we are 'demonstrating,th'e us~.,o( state, qUalitys~ey~is 1£0' ,.,', 
, scrutinlzepossiblefrat.iCi and abuse. by tafqet'.a provi:der.~> ,,:i:f 

,. our exp'erience in .SolithFloiida is any ina~catiol'l, ,this joint 
effort s.h6uld'Y'ielCl asUbstafltlalsavinqs to tli4ii GOvernment., 

UtiderOpij'1~ation' Re~~'t'~~e Triljt{HbFAhas r~8erltly openOd a .' 

satellit'eoffice to spt!'citiea:lly com.catMecJica're and Medi'caiCi 

fraud and abuse. ,Tl'ie, Miami office villprovide assistance to 

Federal ,~, state arld loc'al .law enfotc:ement authorit-ies in Medicare 

and Medicaid investigations. I would like: to take thiG . ' .... 

oppbttunltttosharewfth yoU s61i1e' cif the result's of, our"Ml8iDi 


. office to dat~' .. 
, , 

o 	 AMiami' lirell bus'in~s~lUan' has b~E!n chllrgedvlth' 'stealit&g "$:1:26 

mi,llidn by sUbmittinq f,ra.'.u,Clblent Hedlcaricllii'ms., iii. :':, " 

network of bogus comp'anies eXtendea frollfXiui illou'Cjh FcSli:t 

tiauderdale., For' 'three and' a halt years,. phys'ici'ans a'nd 
beneficiaries were' paid' toa's'slstih ,til'1'riqtals'C(clabls. ,,' 
Th'e busines'sman has a'qreedto/ pleatlg'uilty' and ,faces up to;' 

, '15 ye'ars ,in pri's'on, for 2 counts" dtDiallfraua and a ' 
, . pro))'ation Y'i"olation .. 

. .... 

o 	 is def~naa'rit's h~ve :ti;e:eh ,6h~i~~d witil '1ilO~8 than .$2'0 .•'111 fon ' 

Infraudulent Medicare claims • This 'seamihvolved 5, ",'"


, dif'fe'rent.:i;>iovide'rs, submit~:tin9"cl'a'iU~tor'ileaic:a:l, "equ:~p:m:ent

anCiJUdi'cations;pi:'oviders'paid,1Dariaqetil,otretlrament " 

'co6unities for iis't:sof beneficiaries and alsc;' lSribed 
pl:iysH~ia:iisto '. sign.prescr'iptlons _,The d.ifendantsU!¥h, filet! ' 
up toa S'year prison term arid a ffna up to,$2S0,OOO and 

,rEist,it'utioi'l. . '. " >, '.. " , 
'T'ile Kiami office b:as,attlo p'tcSvlded a.~:J.staride toUCFA 's'H8di~a:re" 

. cill1ms processinq cdJitractdis, and tihe Med~caldst,a~.,.'A9en~. t,0', ' 

. improve .a'hdincr~ase the ,prOductivity ot t.Ileir p.to9'ru iriteqrity' 

pro'j eet's • 

o ,w~ ,inve~ti~at~d 200' b~ri~tleiai'ies whds'e a~c~unt 'naiitM1!rs ",~~t4:! . 
,used.' to b1l1' thousands of s'ervice's in Ci'ci'zens of scau u..hder 
invest:iqatioI'i' by' HCFA and law ehfd'rcbent. Beneficia:rles' 

:. ' 

. :. 
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":rfJipor€ia' th~i,~~Hf.',')fiaH:~ff! ¢a{fa~ {d6A£:~iiri,£~:g: tii~ii 
Medicarenum.bit) were'iitHer los't, ,st'oltht; or 
m~sappropriated. , ," ,_,' " .. , ' , 

··!~~r:a~~~"~ia~.•• ~~~i~~~~n~6'~~~~~dt,~~;j;:~~~~i:~.~~~6fi~">.:" ., 
, service's to' b"-neficiar:ies :whci h'ave"tf!'cEdved ':excessiVEl Tine" " ',,', 
, it~,ms~,6~,servieedurinqth. pa:s't JOdays~' ,'The system is 'nCi~;
',rej,E!'c:t ,irl9 about, 1,30:0 claiJIssp'er day 'with' annualiz'ed s'avitlqs :" 
, projected at $60 million'. 	 ' 

I:f tnoclaim ,i8t~:fe~tea#,a. dEinl'al Jlessage 1:8 pririt6do~the;,:
'. 	EXplana~~oh of Nhe'fit:suaa:ent,to :t:ha belieficiary stating : : 

that usaqe:has eXceeded,normal limi& and., that dOC'lillentation 
of the nEu!d, for i:h1e' 158rvioo mU~1:,D:e ~Ubmitted for, an appeal, 
of the denial. To date, no appeals !lave Deen received.. " 

FUrtWeradju~~iient:s to the autolfla.f:e4KEia'.i.ca'iEl ciciiu' ',',
processi.nq system ,eliminatepaymant fore'ertain procedureiiJ ' 
,and es1:~lis;n, boUhdariEH1 .. on, usage for oflier procEioures~ " 
These ,automat'e'd reViews have saved an ,av-erag-eof '$'600,0'00 ,",'"

'per month. '" Arn1uallzedsavingshavi b'een. esti_t"~dto De $io' 
· million. 	 ' 

o For fif3ci~lYEia'f,,1§9;5;:the;Midl.~~ri! 'coHiri!;df:dr' hits' 1clent~if'i~d, 
ana s'ouqht' r'ep'aymerit for $12 million in overpa'ymeiits.", , 

ildPA IS, I~p~~.iJ(qlt.'.' 'eai-'~~i1tY'to"':it.~.llt 'BiliiD9, AbUa'. 

~e~~'e. ~akii2g' ~s;!qrtiilcij,'t"'st:~plh ,:fipf:~vi6tf'~oliiri\:€or \abrri~i ,: 
I' 	. tct deteet,bili:blg',abuse'. by 'in'sta11ing Ii 'new set of, edlts bas.a,:

,ali. ,Yf!arlonq"sttidywehavecondu'eted wi'til Adi'Alills'tar. tb:es'e.,
cnanqesvlll'beri'6lit'th:El Kadlear~.pr6Ciiu,and i't:sb'enefieiaries 
by'reducin-q spending for l.nappropri'atelY billed services by
approximately $300 miliionpet year~ , 

'.~&l til' 'CUe '" ;fiti:tr4~aAb1t•• 'ifri.i'ti'Jit:' A~t; ,j~"t 'ci.'~'j" , ' '\ 

i:~ul!d lik~tB talc. ,tnis6~portUWi'ty ;toc;~mmeht"O~, IiP~:fCHfi"c.' 'f:'"~'~ " 

compene'rits of H. R. 23'26.' MuCh ot the,bill would be, a-d:iIl'1nistered', 
'by the InaPtcto:r, Gen'eralorthtl :.,~partme~tcif 'j~tl.C~~o ,,,I 'will',
inge:ner'al" .defer ',t'O th'em dn comment p'ertal~'iirig to these . 
sectiozl's .,' ' 

" wesup~c,:tt'~e ~9e;n~:t~1.'tir'ilib;ipl.'bieh'i~d' th:. j.liiih ca:re, rraua,:~a' 
.Abuse cont.rol Account,wh1ch is, ,similar to tlie Fraud and. Ablise " 
,Cont:rol FUndprop'osed tiy:the AdDiinlstration aridconta'inedi'n H." . 

·R. 2280, ,lnt.r~uceJd .. bYc;Mt,<"Dinqell. ,)i8 }'elJ.eve' s~~.ac~oWit.can:
a'every tiellifulln,'providinqst:ahle fundincj for fraud and abu'se 
~rev'.nticin, det~ctionj and Investiqation. 

,'. 	 , 
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·H~"fiver,·.. w~h:a\re, "caft~~ffi's .aE6ut' dl~,:s;o\l~8~:s .aria ..'ti~~ .. 'of" fulids' . 'i~ 
'. the. cont-rol.Account, for'example",the'bill, as dratte:d ttoUld,: :, ..' ' 
, iricluaein'th'e Control Ac'count1Dbni~scoltec'tedas' 'civil money .' 
'pen'alties (cMPs) that. areunrelate'd .topioqram intf~9iri'ty'.,,·The$e'

' .. include' adiDiilisttative p'eniHties' under Medicare and M&di¢aid, 
such as, th'ose lev:ieddn skilleClIlursiriq facilities as . 
intermediate. sanctions in place, of termination. 

; The:sep'eAalitie's a'feus'eCl t'oilddfiss .ql;iality .of se~id!':1~:s~~.~ ". 
· ratnert:han 'pr09ram :lhtegrltyarid.:are no1;ri!l'ated t~ .'. the. ......:.. 
activ~tiea conatif3tEt·C1bYtli~·:,rflspe:dtot(jeneta.l,,6~.th. ~p'ilrtment
o'f. Justic:'e~ ,Sin.ce.thes'e . penal ti4is" ,at:e ndt.'rel'atecr to~ pr09ram" . 
inteqrii:y, we suqgest theybee!iCcludo<i fro. this Aceount~ 

·we:&uP~ort:~th'ep!f!::nlilif~i~.' .eidl'us1ort ,~·utbCi:tit.y ',1'1'1 ''S'(ij~t:i'on .3"c:,i.·' 
Th'is authority ,vould;alleviatettle problem of, allowirig '.,' .">:,' 
indiv idi.1a 1sw,hOsec:ompitnies. have' de'frauQeQ the,Xedlcil'rE(prCiqram
from 	obtaining hew compa:n:ies which oil1 tlie MedicarE!' program.;' 

. The 	bill's pfc)~i'sidtirel.atlnq, to irih~r~rtt. :t~ij'onablenCiss, se~t'io~' 
303,pi)lntstoward a'siqni'tici'lnt;P'roblemwlth how Medicareno\i' . 
's~ts the p-ric~fs it pays for ,medical equipment and supplies•. 

. While. weare ptbceeditig,,~itbtliein:ltiativede'scr:il);id in. this~"
· section ~ :'ourcurrent. ihh'e:r~rit ,rea:so~iblehess. prbe4:js,,' d.termin~d 
·by.·.sta1:ute, :is"~WDDeri3ome, ariel .1e'ri9':ehY. and. prevent•.~~,from .,' ,.' 
respond:tri9..,flexiblY "to,chiing8s,.in .~,the 'medical ,marketplace.,~n 
many inS1:'a'nc'e's, Med'icare is Jorc:eCi 'to .pay pric~s, f,a.r in, excess'of 
wholesale or even ret'ail 'prices. Medicare#s cur~reht. paYment , <," 

.. policies ar~.largelydeterDi'inecl by ... statute, ana we .. endorse. qivlIhq
Medi'care statut·ory authorIty to set . itspayment'rates. for medical 
equipm:ent'and s'upplies to 'better. 'reflect the impact of market . 
forces. .' 	 ' 

., . , . 	 ., . . 

·	We,'stt-()rfgiY. suppbrt. ·i.~vo~iJ'~n~()ur;, }).het'ic:taries'in.:.~~:dibattin~' ' 
frau'dahdabuse. 'Asw'e testified in June, we helieve .... ." ..... . 

· J:)ene'ficiari.·s· art' Qui-ayes anaeara, iii ., ahcftheyprovlds' u8wltli . a ' 
'gre'at manylelid's"about poten~icil<,at)uslyed:t. ,fraudu1.ent ',; ,'x'. : 

situations... Ben~ticia:rie's" a'rerequla'r1t ·advised.al)out~ how :·they··
,canhelp·combat .. fraud ahd :ibuso tl\.r<iugh. JIia:te'rial ve' sendthSia:\ .. ;,;c :'
when ,we pay:,:aclaim~,we<lnblude this information. i.tfth'e Medic'are .' 
Han'd.bdoi. <, tti. next ·ed.ltiono!, which will be'. sent· to a1,1 .. · ..... . 

· b'ene~ici~ries'"fi!atlY in 199'6,,_ .•. 11'1, fa<:t,:~ih;c""ve,at:e alre~~y, .. ,' ,
actlvelyiriform1ng-. ol.1"rb'ine"fi'clclrles, about fraud and. a.bu •• an~ -', .....
usinq them'c!'san impoi'tantfirstlille of defense, we believe that 
a 'st:atut'oryman'date .' is· priii8'ce~'saty'." '. '.' '. . . 

Re'ardlftC;J tll'. eoritta~et:o'r liability pro~i~iol\ 1n.ia'dti~n 301~ .'(jur '.' .
c6~tractor8 are alr'E!adY.·\l.nCnlrdij·finite iriStruetionanotto. pay" .' 
claims tr'o exclude'd provi:Clers~ Whilewear. not avuethat ". 
therels .a:nY'.~ignificarit .probleui' in .~is. area,:,~in:9, contr'ac'tors 
lii.tble fot such claims;' where' a' 'pat.tern 'of probleDiS .is
demonstrated, cbuldhelp insure, c:omp11an'ce withthe~e 

http:to,chiing8s,.in
http:conatif3tEt�C1bYtli~�:,rflspe:dtot(jeneta.l,,6~.th


'.20269'1218168 


'" ' .. 

~ . . ' . 

.:..•. .;., .... 

-" , ;'. . 

.\11" 

" ' 

, -'., . 
'\ ",' 

,J, • '. ".:' .'. 
, .. '. ' . 

.,' < ,.:>. , 'J '.", .,: " •• ' ., /"~~~,, ',. • • .:., ',\".".v' : ,~,-.: "~,:,.~ !',.' :'> ,', i.;.'~"., : " .:'~" :,.,,:-:: :,: ':::' :'/;', •..',,'> "_";:i', .\', .,:' ,',; >'~:<; ,',-:,'>\<:;«: .?,' . /',." >' .. :. "~' ',' .~. :, \:,:. 

. As you . can see', ::th'ere . are many are'as, where we '.'aqrece .:::. ". HCFA "is.,'
",caultted to' working"].th,Ou:r,~artn.ers and the MribfjiiJ ofthfs" 

.,' . 'sUbcommittee'toconfront, the 'challenge of traudand ahh's'e. ',:,",
"',: .AstecMology cnanges and our. health Ccire system bedomesmore',

complex,. HCFAcontinues to' ensure access ,to triqhi,;,qualitf ; cOst . ,.> . 

effective health c'are t07,Omilliono'1!'ourmost 'Vulnerable" " 
'A1Ile:riclans --the .aqecl,disfiblet1 .. anc1citiiens with .. low. incomes .• '" ,," 
.siJailarly, tb:e Department of Labor . continue's t·o ensure that the', ') 
prdlilse of, ,health "coveraqe, .. wbich nearly lOO,.lIlillionvorkefa,' as' '.' ' 
vell aatl'ieir depe'ndent'liJ, receive'throuqh c·jer ,4.5 1i!i ilion' .' 
'emploYQr~jpCirrsdrecl health' benefit plans, is kept. ' .' 

" \ ,. '," , .•' , ' •• , • ,.' ,,' " " ,;--:". _';':,,.' • " ',,' ',J ••:. ".'; ',:), ,-,. _'_ ;"':''<' , ,:: < ; .• ; .... ,.,.:').:,.,' 

For the past thittyyears, HCFA llas,i"ftii:ientiy pa'idthe'!lealth " 
care bills of "viftualll'.all sGhiO,rci~iz'ens 'andt'cxiaypays J"f~r,

" " the, careo.f'al?6ut20 percent ,of tllenation's children~' "Ho:¥eye'r, 
, . just, as' med.ical care improves' anadhanges,soml.ist. the Medicare' " 

'arid Hedlc:aidprograms. .. . ' 

Taxpayij'r~arlcl M.dj;cat~ariai(~aiSa{~~rieflej;ari~s' des.ive·· olii- .....' ,
. ctssurarice that each benefit dollar is.beincj i:ipontfor neededeare . " . 
. and sei:Vices. . HCFA .. co'ntiriuGs .to, demortst~rat. "thecdmmitilent',
authority I 'and lead.atshipt(). provide th-is aSSUr2l1\C'4a. , 'through"
'partnerships betwe~nqovernm'erit'a~dprivate.ind\istrY,ariQ,·. ,.' . ,,~,
sophisticated Informatioht~chholoqy, we can 'save MedIcaid and 
M~dica're from walste. . , 

,-"' ' 

''', , 

:., ~:,. 

I, 
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For furlher i1H}Jliry, cunt,u:t A,,~,ri,an Arsociar£o1t ofR.etired PersorJI • Communications Dil'won 
601 E Smer, N. W. • Washin • ..rrtoll, D.C. 20049· (202) 434-2560 

Contact: Ted BobrowNalerie Rheinstein 
(202) 434-2560 

Statement by AARP Past President Eugene Lehrmann 

on President Clinton's Proposal to Fight Health Care Fraud 


March 25, 1997 


The American people need to know that waste, fraud and ab~e in the nation's health care 
system will not be tolerated. AARP is p]eased that President Clinton has announced new steps 
to strengthen the government's enforcement efforts in the fight against health care fraud. 

AARP found in a recent study that 93 percent of Americans believe that health care fraud is 
widespread. The study clearly indicates that the American people,believe that the status quo is 
no longer acceptable and that efforts to crack down on fraudulent activity must be expanded. 
Eighty percent said they were not aware ofany efforts to reduce health care' fraud. We must not 
allow concerns about fraud to undermine the nation's confidence in its health care system. 

Many ofthe proposals announced today add teeth to the government's existing enforcement 
efforts. For example, AARP supports the proposal to require health care providers to list their 
Social Security or Employer Identification numbers when applying to participate in the 
Medicare or Medicaid programs. This would allow the Health Care Financing Administration 
to more effectively weed out those who have a history of fraudulent activity. 

Health care consumers are willing to do their part in the fight against frautl. The study found 
that 90 percent ofAmericans believe it is their "personal responsibi1ity'~ toreport suspected 
fraud and that they would be willing to identify fraud if they knew how to recognize it and what 
to do about it. In addition to the steps announced today. more must be done to inform the public 
about health care. fraud and how they can support the steps being taken to fight it. 

AARP believes the proposals announced by the President today send a clear message that the 
fight against health care fraud is just beginning in eamest. AARP. will work with the ,. 
Administration, the Congress and our members to ensure that these efforts are as effective as 
possible. 

### 
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March 24, 1997 
, ; ~ 

The Honorable WiliiamJ. Clinton 
President of the United States 
The White HOlJse : • 

. 1600 Pennsylvani~ Avenue N.W. 
Washington, DC ~0050 

Dear President Clinton:; 
. ~ : 

The National Hisp~nic Council on Aging (NHCoA) would like to endorse the 
measures you will !announce tomorrow to fight waste, fraud, and abuse in health care. 
This .Iegislation is sure to benefit the aging and preserve the integrity of Medicare and . . . 

Medicaid. 
~ : < • • 

The NHCoA has bj3en a: strong advocate of measures that seek to protect the integrity 
of Medicare and Medicaid programs. These health care programs have long been a 
safety net for a m~jority of our elderly, and their continued existence acknowledges 
,that healtcare should be available to all .. 

: t 

It is, indeed, unfairl to deny our constituency the right to healthcare due to abuses in 
the system. Rather, these abuses need to be stopped and providers should adhere to . 
higher accountability standards. The measures you'propose, i.e., strengthening the 
provider enrollment process, imposing new sanctions, and closing loopholes, wilf 
ac~ieve this purpo~e. . 

I applaud your efforts'and look forward to working together to strength'en and preserve 
these programs. . " 

Sincerely, .. 

~~yLH' 
Marta Sotomayor, Ph.D.: . 
President and CEQ . 

NATIONAL HISPANIC COUNCIL ON AGING 
2713 Ontario Rd. N.W. • Washington D.C. 20009 

(202) 745~2521(202j 265·1288 FAX (202) 745-2.522 F_MRil: NHC'nAellnl rnm 
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National Committee to 

Preserve Social Security


and Medicare 

... " .. " : . 

• 4 " .,~.~ ,,'~ 

' . 
..; : ' .. " 

March 24, 1997 ,.. 

The Honorable 'William Jefferson Clinton 

The White House 

1600 Pennsylvania Avenue 

Washington. D.C. 20500 


Dear Mr. President: 

The National Committee to Preserve Sodal Security and Medicare. on behalf 
of our 5.5 million members and supponers, commends you for your 
continuing efforts to fight waste. fraud and abuse in the health care industry. 
While we have not had an opp,0rtunity to fully analyze the legislation. we 
believe the "Medicare/ MedicaId Anti-Waste. Fraud and Abuse Act of 1997~ 
is overall an important measure that will build on current efforts to 
strengthen procedures for identifying fraud in the Medicare and Medicaid 
programs. ~,. 

A major effort to prevent fraud and abuse is essential and appropriate - ­
particularly at a time when Congress is considering ways to ensure the 
solvency of the Medicare program for current and future beneficiaries. . . 

The "Medicare/Medicaid Anti-Waste. Fraud and Abuse Act of 1997" 
establishes stringent requirements for individuals and companies that wish 
to partidpate in Medicare and Medicaid. These measures will assist in our 
efforts to ensure that Medicare and Medicaid funds go toward patient care. . 

Sincerely, . 

(y. C(-X r 
-/'~M'\' "/ht ~ 
Martha A. McSteen ... 
President 

2000 I\. Stree!, N.W., SUite 800 • waShington, D.C. 20006· 202·822-9459 

http:09:46P.01
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Hany Guenther 
F.x~lItiYe OlrectorNationalConncil ofSenior Citizens Steve Protulis 

1331 F Street, N.W .•, Washington, OC 20004-1171 • (202) 624-9549 • FAX (202) 624-9547 
8403 Colesville Road, Suite 1200 • Silver Spring, Matyland 20910-3314 • (301) 578·8800 • Fax (301) 578-8999 

March 25, 1997 

President William Clinton 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D. C. 20500 

Dear M:r. President: 

Medicare and Medicaid, together with Social Security, provide the 
underpinning of a decent standard of ·living for the Nation's seniors. Charges and .... 
instances of fraud. waste and abuse in Medicare and Medicaid weaken public support 
for these programs to the loss of America's families. The National Council of Senior 
Citizens supports all efforts to advance the integrity of Medicare and Medicaid and to . 
assure that fraud and waste will be uprooted at every point in the health care funding 
and service process. 

The National Council of Senior Citizens applauds the Administration's proposed 
set of legislative initiatives to give more effective authority to the Federal government 
to fight health care fraud.. We urge that Medicare monies recovered through 
enhanced resources and coordination be returned to the PaIt A Trust Fund to aid your 
efforts to advance Medicare solvency. 

NCSCwill continue to work for solutions to Medicare and Medicaid's 
problems without cuts in coverage or quality of care. 

Thanks for your continued good works in behalf of senior ci~ens and their 
families. 

Sincerely yours t 

Steve Protulis 

, Executive Director 
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DATE: March 24, 1997 

TO: Bill White 

FROM: Bob Blancato 
Chairman, National Silver Haired Congress 
Advisory Council 

# OF PAGES: 1 

On behalf ofthe National Silver Haired.Congress, Iwould like to 
offer our full support to the President's measures to fight fraud, waste 
and abuse in health care, which he will announce on March 25, 1997. 

1275 KStreet N.W., Suite 602, Washington, DC 20005 I 321 ~roadway, 6cb floor. New York, NY 10007 
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THE NATIONAL COUNCIL 
ON THE AGING 
409 TIllrd Streel SW WilshinglClO, DC 20024 TEl, 202 479·1200 '!HI) 202 419·()614 I'AX 202479·0135 hnp:/lwww.J1Wl1.u£S 

For Immediate Release Press contact: Victoria Wagman 
202-479-6613 

The National Council on t.he Aging Backs 
Efforts to Fight Fraud in Medicare and Medicaid 

WASHINGTON, D.C., March 25, 1991- The National Council on the Aging (NCOA) today" 

affirmed its broad support for efforts to prevent fraud and waste in the Medicare and Medicaid 

programs. 

"It's essential to make:; sure:; these programs are working fairly and efficiendy so the most, 

vulnerable in our older population can be assured. to getting the medical attention they need," said 

James Finnan, president and CUO of NCOA. 

"While NCOA supports anti-fraud measures, we also want to make sure that they don't 

inadvertently prevent access to essential medical services." 

NCOA also supports the idea ofusing the resources and expertise of senior centers and the aging 

network throughout the U.S. as a front line ofdefense against fraud and waSle. 

The National Council on the Aging is a center of leadership and nationwide expertise in the issues 

of aging: NCOA is committed to promoting the dignity, self-determination, w"~IJ-being, and ..:'" 

contributions ofolder persons and to enhancing the field of aging through leadership and service, 

education and advocacy. Founded in 1950 and headquartered in Washin.bllO~. DC, NCOA has a 

diverse national membership that includes profeSSional and volunteers, service' provider .., 

consumer and labor groups, businesses, govenunent agencies, religious groups) and voluntary 
, > 

organizations. 

"##### 
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HEALTH CARE FRAUD SURVEY; 


(. 

. 1 Conducted for the American Association ofRetired Persons 
(AARP) 

by International Communications Research (leR) Survey 
Research Group 

( 
" I' 

March 1997' 
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Mr. Chainnan and Members or the Subcommittee: 

W8 am pleased to be here today to discuss the rates MetUcare PI¥' health 
maintenance orpnlZat1ons (HMO) in its risk contract proir8m, Medicare's pdrldpal 
managed care option.1 As you know, Medicare's method for P8Yin' t1sk contract HMOs 
was designeo to save the program 5 percent of the costs for be.nefto1arlel who enroll in 
HMOs. How-eveJ', 10 yemo! research on Medlcare'a CON under HMOs has found that 
the prOiI1Ul\'S rate-setti.ng method results in excess payments to HMOs becauBe HMO 
enroD.ees would have cost Medicare less if they had stayed Ln the fee-for-ftlVtce sector.A 

R.ecentl.Y, the Physiclan Payment Review Com.m.1ssion (PPRC) estimated that annual 
excess payments to HMOs nationwide could total $2 b1lllon.a 

A n1.lI1lber of proposals have been made recently to help allfrriate Mediea.re's HMO 
p8¥ffient prob~ems. For example, the proposed BaLanced Budget Act or 1995 called for, 
umong other th1nsat mechanisms to lessen rate disparities across geographie areas and to 
decouple ANlual HMO rate increasei from a.n.nual fee-for·semce spending increases. The 
attm1n1strat1on'$ CUIren1 budget proposal adoptll 5QVeral provisions trom the proposed 
Balaneed Budget Act but also addS new twi.st.!-such a."! an &eross-the-board reduction in 
Med1care's HMO payments that would lower the payments from 95 percent to 90 percent 
of estima.ted fe&rOr~9erv1ce costs. Under the auspices of the Health C4U'e F1nanC!1ng 
.Adm1n1.ItratI.on (yCFA), which ~ers the Medicare proeram, sevual demon5tnJtion 
project3 are planned or Wlder way, includ1.nS effort. to'improve risk adJustment and usin2 
a process or compet1tive bidding to set rates. 

At the request of the Subcommittee's Chalrman, we reviewed HerA's method for 
lIett1ng HMO rates to identify feaslble oPUons for promptly reducing the amount Of excess 
pa:vments. A oomprehensMi diseu.ssion of our work is included in a forthcoming report 
In conducting our study, we reviewed previous rQ6NJ'ch on Me~'s HMO rate-sett:lni 
method, analyzed avallable HCFA data. and had our findings re-o.iewed by G,Xperta on Hl\{O 
payment issues, tnc1ud1ng statf at PPRC and ReFA. 

Toc:la¥, I would like to focuS myconunents on our proposed modifica.tion to 
HCFA'! HMO rat~satt1ni method. We bel1ave this modification could help reduce excess 
HMO pay.meotS under Medicare!s current payment· mitho~ tM ~on IS method, 
or other methods ttuu rely on tee-tor-serVice coats to set JJdtial HMO rates or upda.ta 

lQm.er Medlcare man8ied care plans include cost contract HMOs and health CZI:C1: 
prep~ent plans, which toeether enroll fewer than 2 percent of the total Mec21c81e 
population. Beca.u&e Medicare pa¥1 these plans usl..r\a methods other than capltation 
rates, they are not the subject ot this .stetmlent. 

:lSee the atta.chec.1l1st of related GAO products 

'nus estimate was contame<11n m81er1al presented to the Cornnilimoners for their 
December 12-13. 1996, rneet1ns. 

...J.. 

http:includ1.nS
http:rate-setti.ng
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those ra.tes. Central to the current method and propoaals for settina HMO rates is an 
estimate at the avaraae east ot serving Medicare bene:f1c1ar1ea under tee-tClNieMce in 
deth\ed ieotraPhic areas (currently, coW\t1es).TI\e actual rate! pa1d HMOs for an 
enrollee &reset by 8dJust1ng these averages up or down nased on the enrollee's "ruleR of 

I! 	 incun1.ng higher or lower costs. Constderable attention has focused on the ta1lure ot 
C1.l:I:t'ent risk adjustment methodology to adequately account for favorable selectlon, the 
tmn used to "escrtbe the tendency of HMOs to at1:ral:t a population of Medicare seniors 
whose health costs are generally lower than those of the average ben~clBrY.. Our work 
centers on the esUmate of average cost ot se1'Y1Z\g a county's benefic.i.ari.es: the county 
rate. 

.. In sw:n.rn.a.ty, we found that HCFj\.'S cun'Qnt method of detenntning the county rate 
.~ produces excess payments. Becau.!e ReFA'S method excludH HMO enrollees' costs from 
7t eBtiJnates of the per-benel1d.ary average cost, It bases county payment raw on the . 
i· avara.ae per·benetlclary cost of only those ben.ene1ar1es that rem31n in the fee..for-service 

lector and ign~s the costs HMO enrollees would have incurred 11 they had rern..amed 1.rI 
fee-for-servicQ. Reseuch hu shown the costs of those rema1n1ng in fee-for-service to be 
higher on 1M':C8&e· than the likely eON of HMO enrollees. A dlmculty in coaeeUna the 
problem 18 that HeFA ca:nnot directly obae:ve the c08t8 HMO enrollea. would have 
incurred if they had rem.a1ned. m the ree-tor...sernce sector. Our proposed modiAcation ia 
de.s1ined to fix that problem. We developed a way to est1mate HMO enrollees' expected 
fee-for-service CJ.>st.s u.£!.l\g lnfonnatlon avallable to HeFA. Our approach produces a 
county rate that repres~n.tl the coat. or all Medicare bene~ct.ar1e9 and could result in . 
hunl1reds ot million!!! ot dolliJn in eaYb\gs to M~. . 

HOW MEDICARE DE'rERMnjES 

AN HMO'S PAYMENT RATE 


Essent:1aUy, HCFA's calculation of tts per..Qnrollee (capitation) rate can be 
expressed as follows: 

Capitation r~te • averace per-beneftelary COSt x .95 It 

r:Iak adju.tD'1ent tutor 


Medicare pays rtsk HMOs a fixed amoWlt per enrollee-a. capitation rate-reiardless 
of what each enrollee's care actually cost.!. Medicare la.w itipulatas tha.t th2 capitation 
rate be set at 96 percent Of Ute COsts Medicare would have incurred for HMO enroUeel if 
they had remained in fee.for-service.· In implementtng the law's J1it.e.HttiIl,; provisiol\.9, 

. ·Section 1876(a)(4) of the Sod..al Security Act (42 U.S.C. 18Q6mm.(a.)(4) (U)94)). 

2 

3 

http:repres~n.tl
http:avara.ae
http:sw:n.rn.a.ty
http:benefic.i.ari.es
http:incun1.ng
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HeFA estimates aooUl'lty'. averSit per-berteticlary cost and mult1pl1es the reSUlt by 0.95.1 

j • The product 15 the COuntY 8,(ijusted &Versai per capita cost rate.8 

, HerA then applies a dsk-e4Jusanent factor to the county rate. Under HerA's risk. 
, adjustment system. beneficiaries are sorted into groups accorcDng to their demoll'lphie 

J' tralta (188 ; ,S0X; and Medicaid. institutional, and working status). HCFA calculates a rtsk 
fador tor each group-the group's average cost in relation to the cost of all bene~clartes ' 

i natlonW1de. tor example, in 1996 the risk factor for younger NNors (t»- to 70-year-old 

males) was .85, whereas tor Older seniors (8~yeazo.old or older malas) it was 1.8. HCFA 


i', uses the risk !actor to a.djust the county rate, thereby raisinS or lowe.t1.ni Medicare's per 

capita payment for each HMO enrollee, depending on the indiVidUal'S demographic


" characte.rist1ct. ' , 


MEpICARE'S HMQ MTrrSE1TINQ 

METHOD IW lim TO E.lCESS PAYMENTS 


L 
i 

One reason the HMO rate-settmg method overstates the expected fee-for-servtcej, 

costa of HMO enrolJ.eQs 1.1 that it uses onLY the cqst experience of tee.-for-serv1ce 
beneficlartes. I:f the health st:.atus of the mix of benet1da.rtes enrolled by HMOs were the 
same as the health statUI of those in fe&4'or-seMce, u.ai.n8 tee.for-semca bene1lciar1es to, 
esttmate the expected fee·for~sem~e costs of HMO enroIieeB would be 81:\ approprla:te 
method However. because research has shown that HMOs have 1n genecal enrolled ' 
hea1th1v-than-aVerage benetidartes, the be.neflcla.ries re.ma1nlng in fee.for-servtce 
represent a sic.ker-than."varage population.' This, in turn, meIN that using data on fee­

l' 	

for-sen-ice benefldariee exclusively produc:el RJ,fO p~ent rates hiiher than envisioned 
when the current rate setting provisions were enacted. ' 

Medicare's r1.sk adjustors explain about 3 percent Of the varIat10n 1n 1ndtvidual-level 
healtn,C,arQ costs and are thus not adequate to account for the cost d1tte.rences among 
'benefic1aries. ' The d1ft1culty Ls that, within the ume demoeraPhic groue, HMO enrollees 
are ttealthler than fee-fot-serv.lee hene1leilU1es; for example, 7o..)'ear-old males in HMOs 
are, on average, healthler than 70-year-old males in fee-tor-se.Mce. Med1c~ls rl,slrc 

IIA ~t discoUnt is taken on the premise that, compared with fee-for·servlce care, 
managed care plans aclUvve certain emcienci~s. For ex.am.ple, HMOs can negotiate With 
hOsplWBt phymda.ru!l, and other providers to obtain discounu on lel'Y1ces and suvplies. 

, 	 , 

'Medicare 'dete.nnines four caplWlon rates for each county, Ol'le each tor part A aged, part 
B Cij;!ed. part A disahled, and part B,d1Babled.. ' 

'aCFA'S Health Care Finandng ReYleE a 1m StUdy ,using poStc1tSenrollment dlW, , 
estimated that HMO enrollees' costs were 12 percent lower than average, While a 1996 
PPRC study U8i.ng preenrolhnent data e.aM.itAd that enrollees' costs were 37 percent 
lower than tor cornpanible fee-for-ser.1<:e benef!cla.ries. 

3 

http:lowe.t1.ni


. 

SENT BY;:Xerox Telecopier 7020 ; 2-26-97 ; 2:59PM 3957289~ 	 59119;# 5 

~EB-26-1997 10108 oCFA-OLlGA 2026908168 P.06 

a,dJu.ttor.ts said to be inadequate because, whlle it mal<es broad d1stJ.nction~ amona 

beneflc1arie1 of ditttrent age, sex. and other demographic characteriBt1c., it does not 


" account fot ~e fJigrdficant health differencQS amona demo&l'3Phieally identical 

bene1lctarte!l. The cost impl1cDtions of health status differences can be dramatic-for two 


i. 	 demographically al1ke benellc.tanes, one ma.y experience occaslonal mJ.nor ailments while 

the other may suiter from a seriOus Chrome condlt1on. 


~lNG }{MQ ENROP$ES' 

com IN COUNTY AVERAGE 

IMPltOVES ACCIlRACY OF comm BATES 


Independent of 1rnprovtd ri.!k 8t\Ius.ment, mo<11ty1ng tbe method for calculating the 
eounty rate would help reduce Medicare's excess HMO ;payments. In sett1I\& COllIlty rate!!, 
HeFA cu.rrently estimates the ave.rqe Medicare cO$tS of a county1s beneficiaries u.!lng the 
coSb!J of only those beneddaries in Medicare's fe&-tor·service sector. nus method would 
be approprtate it the lMJraIe bealth eem of fee-for-seMce beneftclartel we.ra the same as 
that of demograph1eally cOmparable fiMO enfoUees. However, in counUes where thiN 
are cost dlspartt1es between Medicare's fee-for-se1'V1ce and HMO enrallee populatiOn3. t:hi! 

/ 

method ea.n eith@r oversta.te the avera,se COst3 at: all 'Medicare benefldaries and leaa to 
OYe1p~ent or understate average costs and lead to underpa,yment. Correct1J\g this 
problem. is dltIlcult because It is lmpolillid.ble to ob&erve the C!osts HMO enrollees would 
have inCurred tt they had remained l.n the f~for-seMee ,eetor. Therefore, we developed 
a method toest1mate HMO enrollees' expected1ee·tor-~ervice costs using information 
ava1lable to HeFA. Our method cons1.sts of two ma1n steps: 

- Firat, we COI'CIPute the aVerage cost of demograph1calJy stm11M new HMO enroDees 

dUr1ng the ~Ir bdore they enrolled-that is. while they were stUl tit fee-for-semce 

Medicare. These tee-tor-serv1ce COD are avanable through HerA's cla1m.I data. 


- NAXt. we adJust this amount to reflect the expectation that a new enront!e's use of· 

h.ilth ••meaa will, over 11me. rise.a 


.. HaVing completed these steps, we coro.blne the relUlt 'Wlth &rI eidm.at.e of the 
average cost of fee-tor-serv1ee benenct~es. This new a\'erage produces a county rate 

. that reflects the costs of all Medicare benef1d.artes. 

'Our analysis ~u.stB tor (1) the tendenq for enrollees' coSta to become mOle 1ik6-0r 
"regress" towa.rd-1he fe&-tor-servtce cost mean after J01IlJn& an HMO and (2) the coeta 
incurred by HMO enrollees who die while enrolled. How ow- meth~ acCOWlts for these 
com is d.l.seuaaed more thoroughly in our report. 

4 
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Selected 1996 County Rates 
ProCiug.4 SuhstaPtlaJ Free" Payments 

To Illustrate the effect of out approach, ·we amllyud data. for counties with different 
shares of benE!ndartes enroned In HMOs. We chose (!ountie!l within a IIlng1e ltate to 
eliminate variaUoI1.9 attrtbutable to state dmerences, We selected CatifOillia because it 
covers 36 percent of an Medicare HMO enrollees aI'l(11ncludes countles That lIt 1995 had 
the nation's highest HMO penetration rates. We found that our method COuld have 

, . . reduced excess. p8¥I'l\enta by more than 2~ percent. Although better risk aL\lustors could 
tu.rther reduce the larp rema.1nder of eXCEl!8 p~ent8, Improvement.! to risk adjustrb.ent 
requ1re developing· d.trect rneasurellot health mtu!, which 18 a complex effort that may 
take years. . 

'l1\e foIiowing kay points also emerged from our analysis: 

. FIrst, tor the counties that we ~ed, we est1mate that total excess payments in 
1995 amounted to about U b1ll1on (of about f6 billion In total Medicare payments to 
rlBk HMOs in the state). Of that amount, applymg our method ror R'ttinI county 
rain would have reduced the excess by about 8276 nUllJon. 

- Second, the excess payments attributable to infla.ted COWl.ty rates were concentrated 
In 12 counties with large HMO enrollment and rB.l\Ied from leu than 1 pereent to 8.6 
percent of the counUesl tOtal HMO payments, reprcsentm, between $200,000 and 
5135.3 rn.Ul1on.B Desp1te the size of these amounts, the appl1C8t10n or our method 
would have produced re1ath~1Y sm.a1l changesln the monthly, per-beneflc1ary 
capitation ,payments, r.mgi.rtg O'om $.1 to $38. 

- tNrd, our analysis d1d not support the hypotheS!!, put forward by the HMO indust:ry 
and others, that the excess payment problem wtllbe mit:ip.ted. u more beneflcl8rics 
enroll in 'Medicare ma.naged ~are and HMOs progresS1vely enrOll a more expenslve 
ri'l.1x of benaAc1.aries. Our data-whlch.1nclude counties with up to a 3S-percent HMO 
penet:rat1on In lOO5-indicated that the disparl~ between Medicare rates and our rates 
15 larger in counties with hiaher Med!.care peMtratlon. For o:ampl" the tour 

r coun1ie8 With tl\~ Nghest rites or ex.cess payment, r&l\g1n1 trom 6.1 to 6.6 percent,C\ were also a.mOl'lg the counties v.1U\ the htghe!t enrollroent rates in 1996. 
t. 

<. / 

\~ ~ 
7i <-." \~ 

~ '/ ~ ~, 


. ~ 0(:)

l\ 
QFor the state's remaining 46 counties, excess payments attributable to 1.n.flated. cou.rity 
ra.tel amotmted to less than 3 percent of the /SS.cOWlty total. 

6 
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Dala Are AyiU@le to Enable HerA 

to Prgmptlv Adlust Cqunty BAtes 


Bacause the data. we used to estimate HMO enrollees' costs come trom data tl181 
HeFA compiles to update HMO rates each year, our method has two important 

j: 	 adVantages. FIrst, HerA'" implementation of our proposal could be achieved in a 
relatively short time. The ttme element 18 imporwnt, because the prompt implementation. 
of our method would avoid locldng 1rI So current methodological flaw that would pend.lt in 
any adopted chanaes to Med1care'$ HMO pB¥mertt metttod that continued to uee current 
county ratel &iii & builine or fee..fof-seIVlce costs to set future rates. Second, the 
availability of the data would also make our proposal economical: we believe that the 
savt.n,gs to be ach1eved from reducing county-rate exeeu payments would be mUCh 
greater than the adrnl.nlstrative costs of hnplemen1:i:ni the process. 

( 

CONCLUSIONS 

Medicare'a HMO rste-SCltt:1ns problems have prevented It trom realicna the savings 
that were ant1C1par.ed from enrolline beneficle:ries in capitUed manqed c:ue plans. . In 
fact, enrolling more benec'C1artes In m8.llaged care could tncreaae ratbar .than lo_v 
Medicate eperu:l1ng-urues8 Medicare's method oC sett1ng HMO rates U 1"e'\1aed. Our 
method of cakuWing the county rate would have the effect of reduCing pa.yments more 
tor HMOs in coundes with hiaher euess pa;vments and less tot HMOs In counties with 
lower excess p~ents. In tIUs way, our method represents a. targeted 8VJ)!Oach to 
reducing excess payrnentsand could. lo"ver Medieare 8Xp81'ldit'tJres by at lQast Sieveral 
hWldred mUl1ondollars each year. 

FurthennoreJ aur approach is useful under several possible scenartos, lnCludJ.ng 
whether (1) th~ Congress adopts a.ny proposal that uses current county rates as a 
baseJJ.ne, (2) HeFA develops and adopts improved riIIk ailJUitors , or (3) the Coneress 
takes no actlon aJ'u1 preserves Medicarels CUlTent rate--aettlng proCQQa. 

Mr. Chalnn.an, th1s concladgs ~ prepared statament. 1 would be ~leased to answer 
any Q.uest1ons. 

i . 

i' 

, 
, ,. 

For more infonnation on this testimony, please call Jonathan Ratner, Associate 
Director, on (202) 512.7107 or James C. Cosgrove. Assistant Director, on (202) 5L2· 
7029~ The analysis was conducted by Scott L.· Smith, PrCllect Director, and Richard M. 
L1p1nsltt, Project Manager. Other meJcr contributors to this ttatemant included 
Thomas Dowdal and. .Hanna:h F. Fein. 
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PRESIDENT CLINTON ADDS THREE NEW WEAPONS TO BUILD ON STRONG RECORD 

OF FIGHTING FRAUD AND ABUSE 


Today President Clinton added three new weapons to the anti-fraud arsenal to combat fraud and abuse in 
, the home health industry. The President announced: (1) an immediate moratorium on all new home 
health providers coming into the Medicare program to allowthe Health Care Financing Administration to 
implement new regulations to prevent fly-by-night providers from entering Medicare; (2) a new renewal 
process for home health agencies currently in the program to ensure that all Medicare providers have to 
abide by these tough new regulations; and (3) a doubling of audits that will help weed out bad apple 
providers. These actions are consistent with recommendations to reduce fraud in home health by the 
Inspector General at the Department of Heath illld Human Services following a recent report on fraud in 
the home.heath care industry. These new initiatives build on the President's unprecendented record of 
fighting fraud and abuse in Medicare and Medicaid. 

Took Strong Action to Fight Fraud and Abuse Right When He Took Office. The President's first 
budget closed loopholes in Medicare and Medicaid to crack down on fraud and abuse. In 1993, the 
Attorney General put fighting fraud and abuse at the top of the Justice Department's agenda. Through. 
increased resources, focused investigative strategies and better coordination among law enforcement, the 
Justice Department increased the. number of health care fraud convictions by 240 percent between 
FY1993 and FY 1996 and we have saved taxpayers more than $20 billion. 

Launched Operation Restore Trust -- a Comprehensive Initiative to Fight ~raud and Abuse in 

Medicare and Medicaid. Two years ago the Department of Health and Human Services launched 

Operation Restore Trust, a comprehensive anti-fraud initiative in five key states. Since its inception, 

Operation Restore Trust has identified $23 for every one dollar invested; identified more than $187.5 

million in fines, recoveries, settlements, audit disallowances, and civil monetary penalties owed to the 

Federal Government. 


Obtained Additional Resources to Fight Fraud and Abuse When the President Signed In~o Law 
Kassebaum-Kennedy Legislation. In 1996, the President signed the Health Insurance Portability and 
Protection Act (Kassebaum-Kennedy) into law which, for the fust time, created a stable source 6ffunding 
for fraud control. This legislation is enabling HHS to expand Operation Restore Trust to twelve states. 

Passed New Initiatives to Combat Fraud and Waste Proposed by the President in the Balanced 

Budget Act of 1997. The Balanced Budget Act the President signed into law in August also included 

important new protections to fight fraud and abuse in Medicare and Medicaid. These new initiatives 

included: ~'"' . 

• 	 requiring providers to give proper identification before emolling in Medicare; 
• 	 implementing new penalties for services offered by providers who have been excluded by 


Medicare or Medicaid; ,'. 

• 	 establishing guidelines for the frequency and duration of home health services; 
• 	 clarifying the definition of part-time 9r intermittent nursing care which will clarify the scope of the 

Medicare benefit and will make it easier to identify inappropriate services; 
• 	 establishing a prospective payment system (PPS) for home health services to be implemented in . 

FY 1999, enabling HCF A to stem the excessive flow of home health care dollars; 
• 	 clearly defining skilled services so that home health agencies can no longer pad their bills with 


unnecessary services when a patient simply needs a simple service such as their blood drawn; 

• 	 and eliminating periodic interim payments that were made in advance to agencies and not justified 

until the end of the year. 


