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Invastigations of Medicare fraud and abuse -
were weak in that:

--Some fraud complaints were closed pre- . N @ J R S :

maturely because of inadequate investi-
gations.
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--Sampling procedures and monitorina of GCT &y 1650
regional office and contractor investiga-
tions were inadequadte.

Fecderal action against Medicaid fraud and
abuse has been minimal. Medicare and Medi-
caid fraud and abuse investigations were not
wvell coordinated. Recent Liganizationul
shanges in HEW should change the extent and
direction of its fraud and abuse invastigations.
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" Committee on Finance
United States Senaté

. COMPTROLLER GENERAL OF THE UNITED STATES .
WASBHINGTON, D.C. 20843 T

The Honorable Herman E. Talmadge
Chairman, Subcommittee on Health

Dear Mr. Chairman:

Pursuant to your request of February 18, 1975, this
report describes the -Department of Health, Education, and
welfare's investigations of Medicare and Medicaid fraud and

~abuse. It alsc discusses prosecution activities of the

Department of Justice,. and State Medicaid fraud and abuse
investigations in California and Missouri. :

As agreed with your office, we are sending copies of
the report tgQ the Chairman, Subcommittee on Health and
the Environment, Hcuse Committee on Interstate and Foreign
Commerce, and the Chairman, Subcommittee on Health, House

Committee on Ways and HMeans.

This report contains recommendations to the Secretary
of Health, Education, and Welfare which are set forth on
pages 42 and 43. As.you know, section 236 of the Legisla=
tive Reorganization Act of 1370 requires the head cf a Fed-

“eral agency to submit--a- written statement on actions taken

on our recommendations to the House Committee on Governmer.c
Operations and the Senate Committee on Governmental Affuirs
not. later than 60 days after the date of the report and to

the House and Senate Committees on Appropriatiors with the

agency's first request for appropriations made more than

60 days after ‘the date of the report. We will be in touch

with your office in the near future to arrange for release

"of the tepart so that the requirements of section 236 can

be 3et -4in motion.

Comptroller General
of the United States
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. INVESTIGATIONS OF MEDICARE AND
- MEDICAID FRAUD AND ABUSE--

IMPROVEMENTS NEEDED

'MEDICARE'

-

SENATE COMMITTEE.ON'FINANCE _ Department of Health, Education,

o and Welfare
DIGEST - Lo

Medicare abuse cases--mostly involving com- -
plaints about physicians who violate agree-

"ments to accept the amount allowed by Medi-

care as the full charge, other. 1mproper

billing practlce or .unnecessary services-- .-

are usually closed when complalnts are sat-
1sfactor11y resolved.

Fraud caSes——usually 1nvolv1ng complalnts
about billings for services that were not
rendered or about duplicate billings—--
receive further investigation if the com--
plaints appear valid.

Medicare investigations are usually begun
as the result of complaints;. little work has
been self-initiated.

No system setting out priorities has been de-

veloped for directing the investigations. "The .
".Bureau of Health Insurance, Department of

Health, Education, and Welfare (HEW), has a-
system that only ranks the importance of com-
plaints to be 1nvestlgated if there is a back-

log.

The Bureau recognizes the need for evaluating
its work and for nore self-initiated work, es-
pecially regardinyg fraud and abuse by hospi-
tals, nursing homes, and home-health agencies.

A reorganization had been proposed by the
Bureau to solve these problems. While some of
the ‘actions called for in the reoryanization
had been implemented, the reorganization had

. .not_been approved at the time of GAO's review.
~The major problem delaying a decision at that

time was the relationship of the Bureau's ]
responsibilities in Medicare investigatiors
with those of HEW's Office of Investigations.

2. Upon re-noval, the report i T
cover date should be ‘oteu hereon, . HRD-77 .19



Ssubsequent organizational changes within HEW,
jncluding the establishment of the Office of
Inspectotr General and the Health Care Financ- - ™
.ing Administration, will result in major S
changes in HEW's organizations responsible for . S
controlling fraud and abuse. (See P- 13.) B

‘Most fraud complaints appear_to_result from
misunderstandings or honest mistakes. How-
ever, some fraud may have gone undetected
because of inadequate investigations.

Some fraud complaints at the Bureau's San o

: Francisco-and Kansas City regional offices werée

. closed prematurely because:

--No sampling, oI inadequate sampling,'was done
to determine whether an improper billing was
an error or was part of a pattern which could
point to fraud.

--Investigations were inadequate.

--Contractors (private organizations helping
to administer medicare) tended to seek re-
covery of overpayments on specific com-
plaints rather than to look for fraud. (See
p. 16.) .

Because the Bureau's sampling procegures do
not reguire an adequate sample size, fraudulent
practices can go undetected. A larger sample
is needed. (See p. 15.) '

Personnel conducting investigations generally
did not have prior investigative’training-or '
experience. However, this did not appeatr to
cause the inadequacies GAO noted. The Bureau
recognizes that personnel with specialized
skills would be r.eeded to expand its fraud
and -abuse effort. (See p. 24.)

The administrative system for controlling and
reporting complaints is unduly burdensome.
Adegquate control over complaints could be
maintained without keeping details. on all
complaints at the region and headquarters.
(See p. 10.) »
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. About.half of the Medicare frauda cases re-
ferred to U.S attorneys have been prosecuted--
usually csuccessfully. However, U.S. attorneys
are often slow in deciding wnhether or not to
prosecute, and some decisions appear to be:
based on factors other than the merits of. the
cases. ' . .

Medicare fraud cases usually involve elderly
witnesses who may die, be ill, cr forget facts
by the time a trial is held. The defendants
are usually respected members of the community.
These factors may make U.S. attorneys reluctant
" to prosecute doctors for Medicare fraud. (See
ch. 4.) R

MEDICAID
The basic responsibility for Medicaid inves-

tigations has been left to the States. Limited
reviews of Medicaid investigations in two

. States showed a wide variance in the emphasis

"~ placed on investigations.

California spent considerable resources on
investigations; however, because of a large
volume of cases and high production standards,
self-initiated work was limited and recovery
of overpayments, rather than prosecution, was
stressed. Missouri's investigations were
limited. (See ch. 5.)

Medicare and Medicaid fraud and abuse in-
vestigations were not well coordinated.
Medicare and the two States visited coor-
dinated to some extent. However, Medicare
and the Social and Rehabilitation Service,
responsible for Medicaid at the Federal
level before March 8, 1977, generally did
not. (See ch. 6.) -

RECOMMENDATIONS

The Secretary of HEW should:
--Strengthen the monitoring of investigations

so that complaints are not closed prematurely
because of inadequate investigations.
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—-Establish statistical sampling procedures
that will better detect fraudulent billing
practices.. T e S

—-Reduce the paperwork connected with inves=
tigating complaints by referring complaints
-directly to contractors rather than to the
regional office. Co ' ‘

—-Discuss with the Department of Justice ways
of obtaining more timely decisions on
whether referred cases will be prosecuted
‘and of assuring that criminal law related

_ to Medicare is uniformly applied.

—-Develop investigative priorities.

--Acquire personnel with the skills needed to
investigate complex types of fraud and
abuse. ) .

--Delineate the responsibilities of the HEW
organizations involved in Medicare-Medicaid
investigations. :

--Establish procedures for cocrdinating such
work within HEW and betweeul HEW and th2
Starzes.

~-Work with Missouri Medicaic officials to
establish a more active program for in-
vestigating Medicaid fraud and abuse. e

--Emphasize to top-level Ccalifornia Medicaid
_officials the importance of criminal pros-
ecution as a deterrent to Medicaid fraud.

(See p. 42.) : '

AGENCY COMMENTS

HEW believed that GAO did not give an accurate

or current presentation of Medicare's work. ..

HEW agreed with GAO's recommendations regard- /
ing Missouri, California, &nd the need for
better monitoring of investigations. HEW said
GhO's recommendation to refer complaints
directly to contractois has .considerable merit v
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Jear Sheet

and will be considered when it is satisfied
that control of contractors is adequate.

Comments of HEW and the Department of Jus- ,
tice indicate that coordination has improved
and- will .continue to improve between these '
Departments. -

HEW stated that the sample size of 10
beneficiaries is not intended to be applied
in all cases. Workload and staff resources
are considered in determining the sample
size. Since the Bureau's sampling instruc-
cions do not indicate this, GAO believes

they should be revised to require larger

samples when staff is available. .

HEW stated that the Bureau bhas a priority
system and that GAO did not indicate some
other system would be better. The Bureau's
priority system is merely a technique for
determining the order in which backlogged
complaints should be resolved. It does not
address the allocation of resources between
answering complaints and self-initiated
work. ’

HEW did not fully address GAO's recommenda=
tions cegarding delineating responsibilities
within HEW, acquiring personnel with special-
ized skills, and establishing procedures for
coordination. HEW noted, however, that
recent legislation. provided for an HE.: .
Inspector General with responsibilities for
recommending policies for and conducting,
supervising, or coordinating activities
carried out or financed by HEW regarding
fraud and abuse. The Inspector Gerieral had
not been appointed at the time of HEW's
comments. (See p. 43.)

The Department of Justice felt some balance
was needed readarding GAO's conclusions about
the reluctance of U.S. attorneys to prosecute
physicians and pointed to prosecutions in
other parts of the country to support its
view.



Justice descrioed some of the difficulties

"in prosecuting cases and its recent activities
directed toward comBating Medicare and Medi-
caid fraud.’ -l ' :

Comments of Medicaid officials in California
and Missouri and Medicare contractors have
been considered and incorporated in this
report where appropriate.

vi
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* CHAPTER 1

INTRODUCTION

In a February 18, 1975, 1etter,>£he Chairman, Schommitte; 
on Health, Senate Committee on Finance, asked us to gather in—

¢ formation about Medicare and Medicaid program incegrity in-

vestigations. He asked us to (1) find out how the Medicare
‘program integrity function is organized and (2) review pro-
gram integrity activities in at least two of the Social Secur-
-ity_Administration's (SSA'sj regional offices. (See app. 1.) -

We were asked to develop similar data on State Medicaid

" programs, including a State where there appeared to oe ex-

" tensive program integrity activity and a State where there
appeared to be little activity. :

" THE STATUTORY AUTHORITY

Titles XVIII and XIX of the Social Security Act estab-
lished the Medicare and MedicaiG rrograms to help eligible
persons me t the costs of health-care services.

Under Medicare, eligible persons, generally 65 and over
or disabled, may receive cwo basic forms of protection.

—--Part A, hospital insurance benefits, gererally fi-
ranced by special social security taxes, covers in-
patient hospital services and certain postrelease
care in skilled nursing fascilities and patients'
homes.

—-pPart B, supplementary medical insurance benefits,
is a voluntary program, financed by premiums and
Federal contributions, covering physician services
and many other medical and health benefits.

puring fiscal year 1975, part A henefits totaling about
$10.5 billion were paid for 23.7 million eligible benefi-
ciaries and part B benefits totaling about $4 billion were
paid for 23.2 million eligible beneficiaries.

Under Medicaid, a grant-in-aid pcogram, the Federal
Government sharas with the States the costs of providing
medical assistance to persons--regardless of age--whose
‘income and resources are inadequ: te to pay for health care.
Medicaid paid ebout $12 billior for about 22.5 million re-
cipients in fiscal year 1975.



ove Social 3Security Act recuires Stqte'ﬂedicaid programs
to provide inpatient and outpatient hos<ital services, labora-
tory and X-ray services, skilled nursing home services, physi-
cians' services, nome health care, and certain other services. -

A State may also choose to include other services. .

AADMINISTRATION OF THE MEDICARE
. AND MEDICAID.PROGRAMS

The Department of Health, Education, and Welfare (HEW) -
has overall responsibility for zdministering Medicare and
Medicaid. Within HEW, at the Federal level, SSA adminis-
tered- Medicare and the Social and Rehabilitation Service
(SRS) administered Medicaid. >/

Within SsA, the Bureau of Health "Insurance (BHI) admin-

istered Medicare. To help administer vedicare benefits. HEW : ,
has contracted with public and private orjanizations called e .
 jntermediaries and carriers. Intermediaries generally make '

payments under parts A and B on the basis of "reasonable cost”
to institutional providers, such as hosoitals, skilled nursing
facilities, and home health agencies. Carriers make oayments
 under part B on the pasis of reasonabie charges for the serv-
jces of doctors and suppliers. HEW has contracts with about
50 carriers and about 80 intermedieries. AW reimburses
intermediaries and carriers for agministrative costs.

A State is responsible for administering its Medicaid
nrogram. The nature and scove of a State's Medicaid program
are contained in @ olan which, after HEW approvel, provides’
the basis for Federal gqrants. | '

The State may contract with private organizatiénsvto
help administer its prcjram. The responsibilities assigned -
to the contractors—--referred to 2as fiscal agents--vary depend -
ing on the State's contractual arrangements. Some States

administer the entire program through their State agencies.

During our review, SRS did not have & unit to investigate
susnected Jedicaid fraud and abuse or to help States develop
the caoebilitv to investigate Medicaid fraud and abuse. SRS

1/0n narch 8, 1977, the Secretary of HEW announced the estab-

lieanent of a Health Care Financing Administration which

would incluce the functions now ne:formed by the gureau of
Heslth Insurance and SR3's Medical Services Administration.: ..
This revort describes the ™Medicare and Medicaid program 0

integrity svystems pefore March 8, 1977.




had since established a Division of Fraud and Abuse Control .
at its headquarters and planned to establish similar units in
its regions. Also, effective September 23, 1976, States were

‘re¢uiced to report data on Medicaid fraud investigations to .
SE-. BHI has a program integrity staff, which is responsible ..

for detecting and investigating suscected Medicare fraud.

'MEDICARE PROGRAM INTEGRITY FUNCTION

Medicare program integrity investigations involve sus-
pected fraud and progria abuse. Fraud ii: Medicare usually
involves claims for payment (1) for services which were not
rendered or (2). more complicated and more costly services
than actually rendered. The term abuse is used to describe

incidents which, although not considered fraud, may cause

_ financial losses to the Medicare program or to beneficiaries.

and their families.

The most fregquently reported abuse is breach of an as-
signment agreement whereby a physician agrees to bill on be-
half of a beneficiary and to accept as his full payment the
amount a carrier determines to be reasonable. Violation of
the agreement cccurs when the physician reguests the patient
to pay the difrerence between his charge and the reasonable
charge.

According t»> BHI, a3 of June 30, 1975, 35.962 complaints—-
18,002 fraud and 17,960 program abuse--had been received. The

~following tables show the type and status of complaints.

Fraud Complaints

-Nature of

complaints Received Closed Pending

s.rvices not rendered (doctor) 7,980 6,580 1,400
Services not rendered (provider) 2,827 2,383 444
Misrepresenting services 657 470 187
Altering bills 225 198 27
Duplicate billing 2,527 2,237 290
Falsifying records 277 172 105
Kickbacks ~ 110 95 15
Embezzlements 15 14 1
False/misleading advertising 226 214 12
Forgery of checks 2,709 2,330 379
Other 449 379 70

Total 18,002 15,072 2,930

-




Abuse Complaints

- - Nature of

complaints - Received - Closed ‘pending .

. B:éaéh of asSignment'éqreemént' ’9,630 9,323 -237'
Unnecessary services (doctor) 1,718 1,338 380
Unnecessary services (provider). 498 435 - 63
Improper billing practices 4,529 3,948 581 :
Other S 1,585 1,315 - 270 7

Total 17,960 16,369 1,591

During fiscal year 1975, 3,744 fraud complaints and 1,970
abuse compliants were made.

Abuse complaints are closed when the complaint is satis—"
factorily resolved and, if the case involves an overpayment,
when the determination of overpayment has been resolved.

Fraud complaints are closed when:

--The investigation indicates that a crime was not
committed.

——The chance of obtaining enough evidence to prove
fraud is remote oOr prosecution is barred by the
statute of limitations.

--8HI decides that a valid case exists but prosecution
is not desirable. (The U.S. attorney must concur- in
this decision.)

—-A case is referred to the U.S. attorney.

As of June 30, 1975, BHI had referred 307 fraud cases
for prosecution to the Department of Justice. The Departrment
had (1) declined to prosecute 100 cases, (2) not decided on
whether to prosecute 58 cases, and (3) prosecuted 149 cases
involving 183 suspects. -Of these suspects, 132 were con-
victed, 13 were acquitted, 21 were dismissed, and 17 were

awaiting trial. '

MEDICARE PROGRAM INTEGRITY ORGANIZATION

The two major SSA components concerned with Medicare
fraud and cbuse are BHI and the Office of Program Opzrations.




'~'BBI,ié responsible for breVéntihg, detecting, inveétigat-,"

ino - and referring for oprosecuticn or otherwise resolvinjy in-=

‘*stances of Medicare fraud and abuse.

. The Office of Prodram Operations has abodt.lh300_diétfit§*h

and branch offices, which are responsible for receiving. Medi-

© ., care complaints from beneficiar:.s, obtaining a statement of:‘."
- pertinentifacts, and forwardir.: c¢he statement to BHI. These. ' -
" “offices may conduct preliminaryninvestiqative work at BHI's °

request.

-Medica:e contractors assist BHI in its program iqtegriiy
efforts. - ~ g _ .

Bureau of Health Insurance A A

The BHI Headquarters Program Integrity Branch is :espon4'
sible for: .

--Developing overall plans for and coordinating Bureau
program integrity activities.

--Developing Medicare fraud preventibn, detection,
reporting, and processing systems.

--Develioping a.traiﬁingfpfbgram-for central office and
regional office staffs. ) -

-iCoordinating an annual review of selected physicians.

—-Tmproving the effectiveness of carrier, intermediary,
and regional office fraud activities.

--Reviewing potential fraud cases developed by regional
staff.. .

As of June 30, 1975, the program integrity staff con-
sisted of about 40 professional personnel. Although the
headguarters® staff does not make investigations, they
monitor and advise the regional office staffs that make
investigations. They also prepare the Health Insurance
Regional Office Manual, which contains policies and proce-
dures for program integrity investigations. : -

BHI's regional office program integrity staffs.-are
respons ‘ble for undertaking, directing, coordinating, and
controlling the development of investigations of suspected
Medicare fraud and asbuse violations. Specific duties and
responsibilities include:




_-Evaluating contractor and district office program-
. integrity activities through onsite reviews and
regional office studiesc. . T :

" --Helping contractors and district offices to upjrade
their program integrity activities. -

-rlgvestigating-or;ditéétiﬁé the investigation of pro-
" gram integrityweemplaints.

»--Referting appropriateitases td the U.S. attorney for
prosecution. .

--Reviewing reports from carriers on selected physi-
cians as part of the evaluation .of carriers' vtiliza-
tion control systems. ' ’

As of June 30, 1975, BHI'S regional office program inte-
grity staff consisted of 79 program integrity and program
validation specialists, 34 health insurance program Spe-
cialists, and 8 other (nonclerical} personnel.

The BHI regional representative reports directly to the
BHI Director in Baltimore. The regional office program inte-
grity staff is under his control rather than Lnder the head-
quarters program integrity staff. )

ssa district and branch offices

. The major responsibilities of the district and branch
offices in Medicare program integrity matters are:

—-Through beneficiary contacts, identifying-Situations
which may constitute fraud or abuse.

--Documenting and referring such sjituations to the
regional offices. '

--Develowing sus»ected fraud cases at the request of
the regional offices.

Medicare contractors

Medicare contractors have internal control systems which
can help detect fraud and abuse. These.systems include utili-
zation screens, duplicate payment screens, notices to bene-
ficiaries of claims paid for services, followups on undeliver-
able checks and notices to beneficiaries, reviews and audits
of cost recvorts and medical records from institutional

5
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providers, and contacts w1th a oamole of neneficiaries to
verify that services. were receLVed and charneu were proper.

Intermediaries and carriers ere to refer tc the BHI

_reqional office program integrity staff all susoected fraud
_or abusé compleints that come from their claims review ac-

tivities or from alleagations by beneficiaries.” When com-
plaints. can be resolved by reviewina in-house material,
referral to the regional office is not necessary. doweve;,
contractors are required to provide summary reports for com-
plaints resolved internally showing the nature of the problem
and its resolution. Contractors are not authorized to contact
suscects or carry on program integrity investigations without
the regional office's approval.

SCOPE OF REVIEW

Our review focused on investigations made of potential

fraud and abuse cases that were identified from contractors'

internal control systems:;. 'We did only limited work on the
effectiveness of these systems as a means of preventing and

- detecting fraud.

Ye made our review at 5SA headquarters in Baltimore and
BHI reqgional offices in San Francisco and in Kansas City,
Missouri. We visited four RSA district offices in california,
two district offices in Missouri, and one branch office in
Kansas. We also visited SRS offices in San Francisco and
Kansas City, and State Medicaid offices in Sacramento,

- California, and Jefferson City, Missouri.

je reviewed legislation, documents, reports, records, ]
and files, and talked to SSA and SRS officials, Medicare con-
tractor reoresentatives, officials of State Medicaid agencies,
and local U.S. atcorneys. '

We made a statisticel samole of complaints closed by
BHI's San Francicco and Kansas City regisnal offices. 1In
addition, we reviewed selected complaints closed by carriers,
intermediaries, and SSA's district and branch offices.

We were not able to develop meaningful information on

‘two areas of concern to the Chairman--the cost of investiga-

tions and the effects of regionalization. Neither .HI head-
quarters nor the regional offices maintained information on

the cost of investigations. We could develop cost data for

the SSA emplovees who are primarily involved in program inte-
grity work, but it would be difficult to accurately estimate
the extent of contractor and district office personnel involve-
ment in such ‘vork.




. The regxonallzatlon of BHI occurred about the time that:
its progran. intearity effort became organxzed as an 1dent1t1-—'
able function. Thus, little history of »program. 1ntegr1ty
act1v1t1es before reglonallzatlon exxsted. - A
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ChAPTER 2

INVESTIGATIONS ARE BASED PRIMAKILY e

OnN COMPLAIWIS -

Most investigative work has been directed toward part'é '
traud and apuse. Tne investigative process is primarily di-

rected at resolving complaints; self-initiated investications

ot pctential fraud and abuse nave been limited.

_ "As-of June 30, 1975, about 2 percent of the complaints
received nad reen referred to the Department of Justice for
prosecution. Complaints by beneficiariss appear to be least
likely to pbe referred. we pelieve that improvements are - '

needed to reduce the administrative burden connected witn
peneficiary complaints. S )

Ine Healtn Insurance Regional Office Manual provides a
priority system for program integrity work. However, this
system is directed toward haraling a backlog of complaints
rather than assigning priorities to various types ot pro-
gram integrity activities. The basis for assigning priori-
ties to complaints appears questionable, and we believe the
priority system is of little value. B -

The Bureau of Healtn insurance, recognizing that im-
provements are needed, nas proposed a reorganization that
would permit :

--better oversight of regional office activities,
--petter evaluation ot tne fraud and abuse control -
program and development of ‘improvements to the
program,

--improvement of systems for detecting fraud and aouse,
and .

—-estaplishment of a staff with accounting, investiga-
tive, and program skills to reinforce regional of -
tice capabilities and to design and test new methoas
and techniques needed for seeking out program traud
and abuse. oo

The reorganization has not bpeen tully implemented be-
cause of organizational cnanges within HEW. :



' MOST INVESTIGATIONS RFSULT

ROM MPLAINTS

~ BHI's procedures for controlling fraud and'abuée under:
the Medicare program dre primarily directéa“at‘resolving '

"« complaints from outside sources.  Most complaints are a re-

ﬁ'-.sult of carriers sending explanationsAof Medicare benefits
~which show amounts paid on the beneficiaries' pehalf. The
system requires that each complaint be resolved. '

" About 70 pekcent of all complaints received since the

Medicare program began through June 30, 1975, have come

from beneficiaries, their relatives, Ot interested third
parties. Apbout 17 percent have resulted from contractors'
actiong. The. other 13 perceat have come from other sources,
suc~ as public officials or the press.

Very few complaints result in the development of fraud
cases. Of the approximately 18,000 fraud complaints received
as of June 30, 1975, only 307 cases, or: about 2 percent, were
referred for prosecution. :

According to BHI, about 60 percent of the fraud com-
plaints are closed for reasons other than the physician bill-
ing being improper. Another 30 percent appear'to be iso-
lated instances and honest errot is assumed. (See p. 15

for . a discussion of the.beneficiary sampling procedures used

‘to determine whether a pattern of improper billing exists.)

Only about 10 percent of the complaints go to full-:i.cale
;nvestigation, and only about 2.5 percent result in suffi-
cient evidence to seek prosecution.

~ NEED _TO REDUCE ADMINISTRATIVE

NEED 1Y B e R U BT AINT
WORK CONNECTED WITH COMPLAINTS

Although most complaints come from beneficiaries, only
about 41 percent of the cases submitted to the U.S. attorneys
resulted from beneficiary complaints. About 41 percent of
the cases submitted to the U.S. attorneys resulted from con-
tractor referrals and about 18 percent resulted from refer-
rals or complaints £rom other sources.

vost fraud complaints are referred to the tegional of-
fices by SSA's district and branch offices. (Apuse com-
plaints of assignment violations are forwarded directly to
contractors with a copy to the regional office, and the record-

ing procedures described below are not followed.) A control
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"+ statistics.

torm is prepared and a copy is sent to neadquarters, wnere’
it is entered into a computer system used tor control and .

tne regional oltice forwards tne complaint to the con-=
tractor, which scrcens the complaint to determine 'its. :

“valiaity. It the contractor determines tnat tne Cumplajnt*

is not valid,. it so reports to the regional ottice, which
closes tne complaint oy annotating a copy of the control
torm. A copy of this torm is sent to headquarters. Usually
the torm aoes not contain enough data to evaluate the ade-
quacy“ot.actions taken to resolve the complaint,

) 1t tne complaint is substantiated, a sample i3 taken
ot other 'claims by the physician, and peneficiaries are
c¢ontactea to determine wnether the improper billing was

an isolated error or a regular practice. It the sampling
shows otner instances of improper pilling, a tull-scale
investigation is usually started. The regional oftice
uses either its personnel or contractor personnel to do the

sampling.

The apove procedures are not tollowed, however, if tne
peneficiary complains of {raud to the contractor or the
contractor suspects fraud. Contractors list tne complaints
received and their disposition on a guarterly report to the
regional otfice. The i2gional otfice does not record tne
complaint and BHI neadquarters is not notified of the coii-
plaint except for cases that cannot be resolved tnrougn the
contractor's in-house review. These cases are referred to
the regional office, wnich decides the actions to be taxkean.

Thus, the prime” factor in deciding if detailea data
on a complaint snhoula be maintained by BHI is wnetner tne€
complaint was made to tne contractor or an SSA field offy .

we believe an approach that would reduce tne adminis-
_trative work involved in nonproductive fraud complaints
would be to eliminate regional office and neadquarters
involvement during the preliminary investigation.

peneficiary traud compiaints could pe s2nt directly '
to the contractors rather-than to the regionel offices. e ~-
Only complaints tnat appear valia after in-nous2 screen-
ing would pe forwarded to the regional office. [Iais woul.d
eliminate direct BHI involvement in most complaints. Tnz
adequacy of contractor handling of complaints would navsz

11



to be monitored. ubwever, this could pe done as part ot
the regional office’'s pericdic evaluations of contractor
program integrity; A o

In commenting on our draft report, HEW said tnat, in

comparing receipts and refertals_of~complaints py source, we .

did not consider that a portion of tne contractor referrals
- were initiated byrbeneficiary complaints.

plaint files based on the initial source of the complaint.
_To the extent tnat these files are accurate and complete,

complaints originating from peneficiaries ¢re categorized

as ‘beneficiary complzints, even tnough tnay wire later re-
ferred to BHI Dby & contractor.

HEW added chat benesiiciary complaints are not comparable
to contractor reterrals since tne contractor's cases have
peen screened for error or misunderstanding pefore being
referred. ‘ B o

. . we ajree thac the two types of cases are not ccmparable.
for this reason, w& believe that BAI should minimize its di-
rect involvement in unscreened peneficiary complaints.

pPRIORITY SYSTEM OFf LI'LTLE VALdé

Tne program integrity part of the Health Insurance Re-
gional office Manual deals primarily with the precedures to
pe followed once a peneficiary complaint is received. The
manual provides no direction for evaluating whether resources
spent on complaints ¢oula .pe more productively employed on
self-initiated work or whether alternative methods for con-
trolling fraud and abuse are desirable or feasible. .

The only priority system discussed in tnhe manual deals
witn priorities for handling complaint packlogs. It cate-
gorizea complaints into five priorities.. The first tnree
priorities are billings for gservices not rendered by a
doctor--reported DYy (1) a contractor (priority one). (2) a
peneficiary to a district ottice (priority two), and (2) all
other sources (priority three). All other fraud complaints

are priority four and all abuse complaints are priority five.
1ne last two wera to be investigated in the order received.

Neitner region we visited was using tne priority sys-

tem. Kansas City regional officials said they did not
nave a backlog that would require assigning priorities. A
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-+ - san Fran.isco regional official did not -pelieve tne system .

: »]wou;d.work.

Our analysis of the basis for ectablishing tne prioritiés'

'?ff‘iﬁdicates that despite the assertion in the regional office

" panual that "tne priority system is based on the actual prq—;q"“"

- ductivity ot various types of cdmp;aints," tnere was no valid.
pasis for the priorities assigned. : ' S

. t.:ont:ract:ors'l referrals were given first priority opecause
~of a Bhl study which stated- o '

ox % % our review of actual case files gave us
the impression that these referrals were more
valid tnzn those reterreda by the district of-
fices. Tnis is probably due to the contrac-
tor's in house screening prior to the reterral

of the complaint to the regional office.™

5 Normally, the regional ofiice would torward a complaint
- of nonrendered services to the contractor for in-house screen-
ing. 1If the screening resolved the complaint, there would be

no sampling or further investigation.

A peneficiary's complaint should not warrant a rhigher
priority because it was received by a contractor rather than
the regional office. : :

As previously discus.ed, an approachn tnat could mini-
mize regional office involvement in nonproductive complaints
. and still afford complaints equal consideration would be to

nave the district otfices refer fraud complaints te the coi-
tractor rather than to the regional office. :

PROPOSED REORGANIZATION OF
BHI PROGRAH INTEGRITY

In June 1975 tne Director of BHI proposed to redesig-
nate the Program Evaluation staff as tne Fraud and Abuse
control staff, which would be responsible for the national
direction and conduct of Bhi's efforts to control program
fraud and apuse. Tne statf would consist of three branches-—-
Investigations Control, Review and Monitoring, and fField
Operations.

Tne Investigations Control Branch would be responsiole
for (1) directing and overseeing the regional office fraud
and abuse control activities, (2) analyzing national expe-
rience in controlling program traud and abuse, (3) originating

.13
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additional methods for improving tnat .activity, and (4) coordi-
nating the exclusion from the program of doctors and providers
. for misrepresentation and abuse of the program.

The Review ana Monitoring Branch would control two acti- .
vities. The first activity, payment review, would relate to-
the<central office review of payments to physicians who re-
ceived more than $25,U00 from tne program and whose patterns
- of practice appear aberrant. BHI plans to expand tnis activity -
to include part A payees. The seccnd activity would oe a pro-
gram monitoring function to give precise data and to recommend,
install, and maintain systematic methods for detecting program
fraud and abuse. : :

The Field Operations Branch would consist of a staff with
various skills (accounting, investigations, and progran) to -
(1) reinforce regional office fraud and abuse capabilities
as required to meet spe<cial circumstances and (2) design ana
test new methods and tecnniques for seeking out prograa traud

and apuse.

Altnough 3SA nad not approved the proposed reorganiza-
tion as of August 1476, tine Investigations Control Branch and
the Review and honitoring Branch, which essentially represent
a strengthening of existing functions, had been estaclished
by augmenting the program integrity staft with otner 23zl per-
sonnel. fTne Field Operations Branch nad not been estaclished.

The major problem Jelaying a decision on the recrganiza-
tion was the relationship of BHI's role in Medicare investi-
gations to that of HEw's Office of Investigations. ‘

In commenting on our draft report, HEw did not indicate
wnether BHI's proposed reorganizaticn would be epproved. on -’
January 18, 1977, the Office of Investigations and BHI agreed
that tne Oifice w~ould assume responsibility for investigations
of cases where prosecution appears warranted and that staff
would pe reprouramed from BHI to the Office to support this
change in responsibilities. Tne estaplishment of the Zealth
Care Financing Administration will further change some re-
sponsipilities for Medicare progranm integrity.

14




CHAPTER 3

.

INVESTIGATIONS ARE OFTLN INADEQUATE -

Fraud investigations by both the San Francisco and

%f Kansas City regional offices were often inadequate, although

Kansas City's investigations had improved. Investigations

of abuse complaints appeared adequate. Contractors in bcth
regions were exceediny -their authority in making investiga-.
“tions and were improoerly closing potential fraud cases.

- Also, ocur limited work at the Social Security Administra-

tion's field offices showed that some offices were investi-
gating complaints instead of referring them to the regional
" office. . ' -

The major deficiency in the regional offices*' investiga-’
tions was their failure to take any sample or an adequate
sample of claims to identify any pattern cf improper billing.
We also believe that the Bureau of Health Insurance's sampl-
ing procedures are inadequate in that they do not require a
large erouqgh sample.

USE OF SAMPLING IN INVESTIGATIONS

Most Medicare fraud complaints concern billings fox
services not rendered. To develop a fraud case, one must
- establish a pattern of such billings. If no opattern can be
. shown, the improper billing is assumed to be simply an error.

Since 1974 the Health Insurance Regional Office Manual
has orovided that’ a sample of 20 beneficiaries' bills be
selected and that the beneficiaries be contacted to determine
whether they received services t!'at were billed on their be-
half. Before 1974 campling was required but the sample size
was not specified. The sample size of 20 allows a

--2-percent fraud to pe detected 33 percent of the time,

--5-percent fraud to be detected 64 percent of the time,
and

--10-percent fraud to be detected 86 percent of the time.,
For example; if a physician bills for services not rendered
in 5 percent of his bills, a sample of 20 would detect another
fraudulent bill ir 64 out of 100 cases. :

However, the manual also nrovides that if nc fraudulent
bills are detected after 10 wencficiaries are contacted, no

15
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more beneficiaries be contacted. Thus, the manual in effect

provides for a sample of 10'beneficia:ies‘ bills. A sample
size of 10 billsAallows a ' : :

=—72-pe:cént fraud to be getected 18 percent of theAtime}”f
_-S—percent'fraud to be detected 40 pércent'df the timé, C Lo
- and - . ) . o . i o s . j_-_i—

_-10—§ercent“f;aud to be detected'es percent of,the.time;,

in commenting cn our araft report, HEW sdaid that the
sample is not intended to be a scientifit'sample and that
" .the above discussion oversimplifies the Medicare development
process by not considering many judgmental factors involved
in every case. HEW cited only one factor-—-that if the bene—
ficiary contacts_dp.notadevelop a pattern wnich indicates

. fraud, the physician~is asked to explain the irregularity.

If the explanation is not satisfactory. additional venefici-
aries are contacted. ’

We beiieve that th= sample size should be expanded.
_ Unless a high percentage of the provider's bills are fraudulent,
-a sample size of 10 is unlikely to detect fraud. ’

REGIONAL OFFICE INVESTIGATIONS
OFTEN INADEQUATE

In the San Francisco region we analyzed 107 complaints
closed between July 1972 and December 1974. The following
table categorizes‘these'complaints pased on our analysis of
the region's investigations. <o :

Fraud - Abuse Total
Initial compiaint substantiated , 22 . 24 46
Initial compiaint validity un- '

determinable ] 15 4 13
Initial complaint unsubstantiated 28 2 30
Initia) complaint not program

integrity related . < _6 12

Total o 71 36 107

pumme———

Of the 22 substantiated fraud cases, 4 were referred for
possible prosecution. We believe that 8 of the 18 potential
fraud caszes, for which the initial complaint was substan-
tiated, were closed before a realistic determination could be
made about whether an illegal pattern of practice could be

16 o
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- tiated the allegations. The complaint was closed. The

established. We believe these cases were prematurely closed
for one or more of the following reasons. :

-~Insufficient or no additional beneficiaries were con-
_tacted to determine whether there was a pattern’.of

fraudulent practices after an initial complaint had
been substantiated. :

.——The contractor placed the provider on a prepayment
review which would not detect additional instances
of most fraudulént and many abuse practices. '

-~The cegionai'office failed to adegquately review or

follow up on the investigations made by its contrac-
tors. '

£ the eight fraud cases- involving substantiated complaints
that we considered to be inadecuately investigated, no sample

was taken for five cases and an inadeguate sample was taken
for another case.

In addition to the substantiated complaints, our sample
contained 15 fraud complaints for which we were unable to
determine whether the initial complaint had any validity.
dowever, the investigations acozared inadequate for 9 of the
15 cases because (1) the records recviewed by investigators
were of questionable value, (2) the investigations did not
consider certain revorted problems or indicators of other
problems, or (3) the regional office failed to adequately
review or follow up on the investigations made bdy its con-
traciors. Program integrity officials said tnat workload
pressures forced a concentration on more promising cases.

The following is an example of an investigzfion that appeared
inadequate.

An anonymous employee made five allegations about a
hospital: (1) deposits were not retfunded, (2) the admin-
istrator's meals were paid by iiedicare, (3) patients were
billed for wheelchairs, (4) patients were charged for admis-
sion packs, and (5) there was double billing for food to
oatients in the dialysis unit. Two days after the interme-
diary was contacted for essistance, it acvised the regional
office that & finalized cost report for the previous year
had been received and that a limited field audit was made.
The intermediary also said that additional work would not be
necessary because neither the report nor the audit substan-

re-
port and ‘the audit covered a overiod before the date of the

allegations, and neither snecifically examined the five areas
auestioned.
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~ 'BHI's Sen Francisco regional office staff agreed that .
six of tpe eight fraud investiagatiotns involving substanti-
ated complaints and eight of the nine fraud investigations
in which the validity of the complaint_could not be deter-

mined were not adeguately investigated. We could not reach -
‘agreement on three cases, which we believe were not adequately
investigated. = = ' . R I

- . Most of’the,substantiated abuse  cases related to assign- " | , R
ment violaticns. Generally, the abuse casesS were ptoperly_.~;;-{'>-_ o R
handled; although several cases appeared to warrant addi- Ta L : '
- tional work regarding the complaint or other matters dis-
‘. _¢losed during the investigation. : .

In the Kansas City region, we. analyzed 102 complaints
closed between July 1372 and December 1974. There were
£5 abuse complaints in our sample. We considered only one
_abuse case to have been inadequately investigated. The com-=
‘plaint alleged that unnecessary tests were given in a hospi-
_tal. The intermediary was asked to handle the complaint and
to review a sample of other claims for medical necessity. The
intermediary made a review, but verified only that the serv-
ices were documented. Medical necessity was not guestioned.

e believe, however, that 9 of the 36 fraud cases were
inadeguately or incompletely investigated for the following
reasons: :

Number of
cases where
Reasons = . applicable

Other claims were not sampled even
though the initial fraud com=-
plaint was subs.antiated . 6
Regional personnel did not examine
any records--they relied on car- ;
rier's word 5
Neither the carrier nor regional
personnel examined any records--
they relied on the provider's
, , word that services were rendered 2
. Pertinent auestions or issues were
' not resolved during investigetion
Inadequate documentation was obtained
gven though the initial fraud con-
plaint was unsubstantiated, other
claims should have been sampled . 2

| ol
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. .In summary, two cases were inadequate for one reason;

~ four cases involved two reasons; and three cases ‘involved .
- three reasons. The following is an example of ‘one of the
‘cases we con310=red 1nadequate.~ : o

An executor complalned that a ohy°1c1an dld not renderyd“
services.  The carrier reviewed hospital records and deter- - .

" “warded to the regional office. The regional office review

'were documented. The regional office asked the carrier to .
- .visit the ohysician's office.  The carrier determined that
.- hoc all billeéd visits were documented. The physician re-

- funded about $28l. The regional office closed . the complaint

‘after ‘a rcfund was obtalned ‘from the vhysician.

Because 1nvestlgat10ns mace in 1974-appeared'more' ‘
thorough than those made in 1972 and 1973, we examined cases

““-_closed in 1975 to determine if the improvement "had continued.

Durlng January and Feburary 1975, the Kansas City region
closed 39 cases--27 fraud and '12 abuse cases. Investigations
appeared adequate for the 12 abuse cases. Of the fraud casés,
two were inadequately investiqgated.

In addition, ocie case was adeguately investigated but
the region decided not to seek ovrosecuticn. 3Although the
decision seemed reasonable, the case should have been referred
to the U.S. attorney for authority to.close it.

Overall, the cases closed in 1974 and 1975 appear :to
have been much more thorourhly investigated than the 1372 and
1973 cases.

MEDICARE CONTRACTORS CLOSING
POTENTIAL FRAUD COMPLAINTS IN
VIOLATICH OF REGULATIONS

San Francisco reagional office

"In this region, we reviewed 28 comblaints that had been

closed by Blue Cross of Southern California, Occidental Life
.. Ipnsurance Company, and Blue Shield of California from January
* ° to.June 1975. Of the complaints, 12 should have been referred
to the regional office for further investigation. An analysis

of these closed complaints by contractor is presented below.
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: - _ comnlaints - -  Possible " providers
Contractor reviewed . referrals . contacted.
Blue Cross ' 8 3  '>::.1 5
: Occidental 10 N o . 8
. Blue Shield 10 - 3 s

Total

The confractofs obtained explanations of the discrepan-

. "cies by contacting providers in 64 percent of the complaints.
" The Health Insurance Regional Office Manual specifically oro- .
~hibits contractors” from contacting providers without regional
office aporoval because such contact may prejucice any poten- I
“tial fraud investigation and give providers a chance to ¢laim
.clerical error. - '

In an example of an inadeaguately handled case, a bene-
ficiary's friend discovered a room rate error and a duvlicate
oharmacy charqe on the beneficiarv's bill. To assure tnat
oroper corrections were made, he wrote to the nosnpital and
the intermediary. The - intermediary requested medical and
financial records from the -hosnital. - These records showed

" that errors exceeding $1,300 had occurred in (1) billing for

intensive care instead of a private room, (2) a duplicate
7-day oharmacy bill, and. (3) two cha.ges for services after
the patient was dischargead. Additional beneficiaries were
not contacted to deterwine if there were additional instances

of overcharging.

Kansas City regional office

. We reviewed 23 complaints that had bheen closed by Gen-
eral American: Life Insurance Company between Jamuary 1, 1974,
and March 31, 1975, and 10 complaints closed by Kansas Blue
Shield between April 1 and June 30, .1975. We believe 13 of
the General American comolaints and 7 of the Blue 3hield cam-
plaints should have been referred to the regional office for.
further investigation. We believe that all cf the 13 General
American complaints that snould have beer teferred to the
regional office were inadequately investigated.

Regarding the inadeguate investiqgaticns and closing of
complaints by General American, a Kansas City orogram inte-
grity staff official said:
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——The reglonol oroqraT 1ntegr1ty staff had not sgent

“‘much time reviewing the carrier's quarterly reports. .
He added that he was unaware thet the carrier was

clusing potentiel fraud cases without reglonal Off1C° —

'_lnvolvevent. - E

--16 nf the 23 ‘cases we reviewed should be reopenea for
“adational _investigative work. . In each case, the
‘carr-ier was 1nctructed to review a sample of other-

‘ clatms. S -

——A carrier official told him that he generallv agrees’ .
with our observations; i.e., that many of the inves~"
tigations were .inadecuate. . - . oo

~=Some . (10 to 12) of the cases shown on the quarterly
redorts were reviewed by health insurance prog.am
speciilists durlng an annual visit tc each of. the
carriers. :

Regarding the last matter, a regional office healtn

" insurance program specisalist made a reaularly scheduled pro-

\-:-.'.

gram integrity visit to General American in January 1975.
In his trip report, the specialist said:

"4 * % In my review of actual cases, I found that
they were handled appropriately and in neat order.
I reviewed ten cases off the Quarterly * * * Com-
pldaint Report and found ro problems with any of
them." '

We believe that the program integrity specialists should
more carefully evaluate the results of reviews of contrac-
tors' program inteqrity operations by tre less experlenced
.health insurance program specialists under their superVLSlon.

) General American, in commenting on our draft report, said
that its conscientious efforts in the fraud and abuse area
~were demonstrated by the large number of irregularities iden-
tified and referred to the BHI regional office each year. It
also pointed out that because General American's investigative
personnel have considerable experience, BHI has allowed it to
use more judgment than other carriers in deciding whether or
not a case should be referred to the regional office.

General American discussed the cases we had reviewed and
said that, except for two cases in which its personnel had
made clerical errors, it believed the initial investigations
were adequate. It pointed out that the cases we questioned
‘were - reopened and no fraud or abuse was found.
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: Je do ‘not agree that the cases were adequatély_investi;
o gated. We,beiieve thét 13 of the 23 cases we teviewed should
:,_havg_béén'referced to BHI's regional office and w2 consider
. - the invespiqatiohs of these 13 cases inadequate.. Some of
lfvf'thé':éasdns we consider the investigations inadecuate are:

--ijo sampling or insufficient sampling. was done to -

igentify a pattern of improper billing.

‘——apparent cases of services hot rendered were treated
aé-documentation'ernors and the possibility‘df fraud
was not adequately considered. o : '

ffOthe;,matfers.disclbsed during investigations-diad not
appear to be adequatelyladéresged. T e

—-Providers'were_cbqtact@d without tegional'offiée =
approval. . ; o ‘ ’ ‘

: General American's comments impl¥ that, because experi- . L
_ enced personnel conducted investigations and because followup ool
1investigations showed no improprieties, the initial investiga- ) ‘ ) .
tions were adegquate. . , : - . Co L
we disagree. Most suspected £ aud turns out to be wis-
understandings or honest errors. It is the reasonableness
of the steps taken rather than the outcome that determines
the adeguacy of an investigation. Further, we made 2 limited
review of the followup investigations in December 1976 at the
r=gional office and found that some had not been completed. '
. geveral that were completed did not appear adeguate. '

Cf the seven cases that we beliewe Blue Shield should
have referred to the regional office, four had received in-
' ageguate inyestigations. For example, Blue Shield nad paid
bills for ohysician nursing home visits on August 27, Septem-
ber 17, and October 17, 1974. The carrier learred later
that the peneficiary -had died on August 6, 1974. The car-
rier contacted the physician's office assistant. who said
that she orepared Medicare claims from visit slips given to
her. by the physician. Blue Shield reguested a refund from
the physician for the three visits. The regional office
was not notified of this orogram integrity matter, nor was
. the ccmplaint reported on the carriez's guarterly report of
progran integrity complaints.

Ls a result of our discussions with- a regional office
official, the regional office has directed Blue Shield to
reopen the fou< cases for which we considered the investiga-—:
tions inadequate.
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‘.-ity of nonrendered. services to the reglonal offlce, and.

- In commenting on our draft report, Blue Shield stated

- that, after our revisw, it acted to (1) ‘audit records as-a*
routine procedure when verlfylng that billed sérvices were ;
- rendered, (2) refer all cases in which there 'is a. 90551b11-_a

- (3) include all potential fraud and abuse cases on its =

_ quarterly’ reports to the regional office. Blue Shield be- .
-"1lieves it is doing a satlsfactory job regard ng Medicare '

. program integrity and says it is receiving posxtlve feedback
- from the reglonal ofrrbe.

' REFERRALS OF. COMPLAINTS BY

. DISTRICT AND BRANCH OFFICES

Our limited work relatlng to SoA s dlstrch and branch
_ offices showed wide differences in the number of referrals
from offices serving similar size populations. Scme differ-
ences appear to be the result of the emphasis the offices
placed on program integrity and the tendency of some offices
to do their own investigative work and refer only what’ they
consider valid complalnts to the regicnal office.

We visiteﬂ four district offices in the San Francisco
region. According to SSA officials, the district office in
Santa Ana, which had forwarded 90 program integrity com-
plaints since Medicare began, was comparable with the dis-
trict office in Van Nuys, which had forwarded 46 complaints.
District offices in Riverside--30 complaints--and San
‘Bernardino--69 complaints--were also considered comparable.
The two offices with the least complaints said they did pre-
1nvestlgat1ve research, including sometimes contacting physi-
cians, before deciding whether to forward complaints to the :
regional office. The other two offices said -they did no pre-
investigative research on complaints.

We visited three district or branch offices in the
Kansas City region--two with a relatively low number of
referrals and one with a relatively high number. The
offices with few referrals said they did not receive many
. complaints. The office with i1clatively more referrals at-
tributed this fact to its stress on program integrity train-
ing and to in-house publicity on the’ results of referrals.

Based on our visits to 7 offices, we cannot generalize.
on the reasons for great differences in referral rates among
SSA's approximately 1,300 branch and district offices. How-
ever, we believe SSA should reemphasize to these offices that
they are to refer, rather than investigate, complaints and
point out that premature physician contact can hamper the
development of a fraud case.
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QUALIFICATIONS, TRAINING, AND
- SUPERVISION OF RLGIONAL OFEICE
. PROGRAM INTEGRITY PERSONNEL

Training for regional program intéarity personnel has

.. consisted mainly of on-the-job training, although formal-
training sessions are provided. Formal training for progrem

integrity personne:i is divided into (1) introductory training.,
(2) a followup session held about 6 months later, and (3) an.
annual session for experienced personnel. The session for
experienced versonnel is a seminar at which experiences and
ideas are exchanged. ' '

Training for new personnel includes learning how to

. evaluate complaints, sample, plan and schedule field inves-

tigations, interview, review records, and work with U.S.
attorneys. New personnel also learn about beneficiary con-
tacts, sources of information, oroof necessary to establish
a violation, rules of evidence, case writeup, testifying in
court, and legal nomenclature. Records showed that most
regional office program'integrity personnel had attended the

introductory and followup tralning‘sessions.

" Regional program integrity personnel are supervised &y
the program officer who heads the Program Evaluation Branch.
Also, the San Francisco staff has two project leaders with
supervisory and investigative tesponsibilitiessand the Kansas
City staff has one project leader with such responsibilities.

Headguarters program integrity personnel are responsitle.

" for monitoring and evaluating the regional office work HOW—

ever, they do not directly supervise oOr contrcl regioral

" staffs nor do they make investigations. cenerally, they did

not have training or experience in investigat:ons before being

assigned to program integrity activities.

. We did not evaluate the capabilities of proaram integrity
personnel. However,. the deficiencies we noted did not cppear
to be related to lacr of training or experience. Thz most
commen deficiency was failure to sample additional 2iils to
determire whether a charge for a service not rendered was in
isolated error Oor a C.mmon practice. Wworkload consideraticns
ané the.tendency of carriers to recover overpayments rather
than search for fraud appeared to be the major reasons for
not sampling. .

Most U.S. attorneys we contacted were satisfied with the
guality of the cases they received.
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. In our opinion, most cases handled by program»integpity

. specialists would not require extensive training or investiga~ -
. tive experience. A typical case involves determining whether

" gervices were rendered or whether beneficiaries were billed
_Eo:-mere than aliowed on assigned claims. o ' :

: We believe that investigators would need a strong back-
ground in accounting and auditing for Medicare part A fraud - ..
and abuse, which would involve hospital and nursing home cost
reports and records. Hcwever, as previously discussed, Bdl

recognized this in its proposed reorganization. e
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PROSECUTION OF MEDICARE FRAUD.
- The Department of Justice has given authority to local " o
4.S. attorneys to prosecute providers suspected of defraud-". .~ 7"
~ing the Medicare program. Local U.S. attorneys decide - BN
“whether to prosecute. suspects are prvosecuted under section .= -
1877 of the Social Security Act (42 U.S.C. 1395nn) and sec-~
" tion 1001 of the Federal Criminal Code (18 U.S.C. 1001). o
Suit must be filed within 5 years of the violation. 1n addi-.
tion, providers may pe liable for civil actions under the:
‘False Claims Act (31 U.S.C. 231). A civil suit must be filed -
- within ¢ years of the violation. ' oo

;.77 The GSVernment does not prosecute many Medicere‘fraud
cases, and U.S. attorneys often take a long time to decide
whether they will prosecute. ‘ _—

L As of June 30, 1975, 307 caees had been forwarded fort
Egprqsecution. U.S. attorneys nad declined to prosecute in
100 cases and had not decided whethet tc prosecuie in 58

others. Convictions were usually obtained in the cases that
‘were prosecuted. -

Some reasons given for not prosecuting Medicare fraud
cases were lack of recent evidence of questionable practices.
disagreements on matters involving medical judgment, and prob-
lems with elderly witnesseS.

) ~In the Kansas City region, which declined most cases re-
ferred for pcosecution, there apoeared to pe a strongd reluct- .
ance to prosecute doctors considered to be providing valuable
-gervices to the community. Civil suits or out-of-court settle-
ments were viewed as acceptable alternatives to criminal pro-
secution.

The U.S. attorneys we intetrviewed in the Kansas City
region were catisfied with the quality'of the cases referred
to them. TwoO of the four attorneys we interviewed in the

san Francilsco region pelieved the quality was not adeduate.

" ,SAN FRANCISCO REGION

As of June 30, 1975, this regional office had refecved
37 cases to y.S. attorneys, who had begun to prosecute in
<16 cases, declined to prosecute in 13 cases, and had not
decided whether to prosecute in 8 cases. The 16 cases pro-
secuted involved 26 suspects, of whom 22 were convicted,
2 were acquitted, and 2 had their cases dismissed.
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Do Only 4 of our 107 sample.cases.were'referred to U.S. .
- ... "‘attorneys. One case was successfully prosecuted, one was
v not prosecuted after an intent to defraud could no* be
estabiished, one was not prosecuted because of extralegal
-;factors, anhd one was awaiting the apprehension of the '

R The case where intent to defraud could. not be established BRI Ce T

j;inVolved»falsifying hospital records- and submitting claims for R

" services not rendered. The U.S. attorney declined prosecu- e s

,'tion‘on_thé grounds of insufficient evidence to estabbiehi™ - B o

. criminal intent. The assistant U.S. attorney nhandling. this

7 case had resigned, and we could not determine why the evidenice
~was insufficient. SRR : Co o

o

» ‘As of June 30, 1975, the regional office had 14 cases
‘pending with U.S. attorneys. Ten of these were for criminal
prosecution 1/ and the other four were for civil actions.

Three of these cases had been pending with the 0.S. attorney

. for less than 6 months, four had been pending for from 7 to

12 months, and three had been pending for from 25 to 48 months.

We interviewed four assistant U.S. attorneys in the San

 Francisco region to obtain their views on Medicare cases.
Two of them believed the cases they received from the recional
office were of good guality. They said that the investigations

were as good as those done by other law enforcement agencies.

One attorney believed that the Medicare case she handled .
was biased and that the witresses were led to respond in a
specific manner. In other words, they were advised to answer
in a way which made them appear to be giving definite facts.
The attorney believed this problem related to.a lack of ..
technical knowledge in the criminal justice field and a lack
of training on how tc write up a case for criminal prosecu- '
tion. An SSA headquarters’ Office of Administration inves-
tigator, rather than the regional office staff, had made the
investigation.

) The other attorney who was dissatisfied with the duality
- of Medicare cases discussed three pending cases. He said
. that in two cases the investigations were not complete. He

~1/Page 26 shows that U.S. attorneys had not made a decision
on eight cases. It appears that two cases (one resubmitted
in March 1975 and one submitted in June 1975) were not in-
~ cluded in the region's report to headquarters which was used
in devaloping the statistics. :
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1ﬂfsaid that the -third éaée*wééaédéquateiy jnvestigated but that-
it was not a strong case and that when he got it, the most

" - recent offense was almost 2 yeAare old.. ‘He believed the in-

- yestigators needed more education and training iﬁ.developing
Q;qnd‘presenttng cases. e N

’if‘_. 'The attorneys cftéa the following hindrances to prosecuﬁ-"

ing Medicare fraud cases: ' S .

ft;{fr --Elderly Medicare witnesses tend to forget facts.

--When a case involves the neceesity of medical services,
{¢ is @ifficult to get physician sgregment on the. best
treatment. y

--Cases often do not include recent examples of continued
questldﬂ%ble practices. : .

KANSAS CITY REGION

. As of June 30, 1975, this regional office had referred

15 cases to U.S. attorneys for prosecution. The U.S. attorneys
had prosecuted five cases, had declined to prosecute nine
cases, and had one case awaiting trial. The five cases

that were prosecuted resulted 1in three.convictions and tvo
dismissals. ' :

Only two of the nine cases were declined in 6 months or
less. In three cases, 7 to 12 months elapsed before the case
was declined, and the other four took 13 to 24 months.

g Of the 15 criminal referrals by the regional office
staff, 4 were handled by the St. Louis U.S. attorney (Eastern

_pistrict of Missouri) and 6 were handled by the Kansas City
y.S. attorney (Western District of Missouri). .

We examined eight cases raferred for prosecutidn to the -
st. Louis and Kansa®n City U.S. attornaye. Two c2Be8 were pro-
gecuted and one vas awaiting trial. Criminal prosecution was
declined in the other five cages. o

Although there appeared to be somao valié legal roseons
for rcluctance to prosecute, extralegal factors seemed to play
a large part.in the decisions to decline. For example, in
one case the U.S. attorney stated:

nour office has given careful consideration to
the prosecution of the above individual, but we
are declining criminal prosecution for the fol-
lowing reasons: '
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A conviction, although misdemeanor,
would seriously jeopardize his ‘
license to practice medicine.

"1.

for the citizens living in rural * ¥ *,
who. would otherwise be neglected. .

- =2, pefendant performs valuable services

«3, pefendant has agreed to make restitu-
. tion of the overpayment and pay an
additional $2,000 penalty pursuant to
the False Claims Act. . ‘

"4, Defendant is also on notice of the’
' potential for criminal prosecution
for repetition of the offense.

"Trank you for your fine job of investigation
and presentation.”

S+. Louis attorneys said that. because of their limited ex-—
perience, they could not generalize about the quality of
Medicare cases. They highly praised the work done by one
regional office staff member. The cooperation-and assistance
of the regional office in getting witnesses to court was also

praised.

They made these general comments about fraud investiga-
tions, priorities, and the factors considered in deciding
whether to prosecute: .

--Typically, Medicare cases involve many small claims.
Wwhen the U.S. attorney "weeds out” beneficiaries who
have died, lost their memory, become too ill to
travel, or moved away., the number of counts may have
been greatly reduced. .

--Getting elderly people to the trial site in a town
some distance from their home is difficult. In addi-
tion, the U.S. attorney's office is faced with a travel
problem.

-~-The physiciah's location is a consideration. He may
be the only doctor in the area.

~--The various considerations are not ranked, put a deci-

sion to decline criminal prosecution is based on the
way all factors cone together. .
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-—_-Criminal cases are giVen7priority'bver civil cases.,
" . but-no formal priorities have been established. ‘

In the’oné’case'in'which'a physician was prosecuted

ﬂfCriminally‘fot Medicareffraud in the :Kansas City region,
. an assistant U.S. attorney said all .factors .came together

favorably. Enough credible?witnésses were found who were

willing to_yestify and healthy enough to travel to the trial..tf"

" ghe trial was held in st. Louis, thereby reducing the U.S5.

«.attorney's office‘s lcgistics problem; and enough counts to

.2

make the case worth going to trial were present. *Also, be-
cause the doctor was working at a state hospital, the problem

- of removing him from private'practice in an area where he was
* rendering a vital service to the community was not present.

The Kansas City U.S. attorney said that he did not Know

" of any weaknesses in the regional office's investigations.

He said fraud ig difficult to prove because willful intent

must be shown. Bis decision to prosecute a Medicare fraud

case was snfluenced by the (1) possibility of a doctor losing

his license--2a penalty he considersd too severe, (2) avail-

ability of medical servi.es to the people served by the doctor,

(3) quality of the doctor's treatment, and (4 reasonableness

of the total money received from Medicare. He considered civil

action or- out-of-court settlement toO be adeguate deterrents.
The Kansas City assiatant U.S. attorney who nandled the

three most recent Medicare cases gaid .that in two cases the

decision not to prosecute wae based equally upon (1) the

1ack of credible witnesses and (2) extralegal factors. in

the other case. he began criminal proceedings, but the defendant

introduced conflicting medical testimony which discredited the

evidence against him. .

He caid that the quality of investigations was generally
very good; the case writeups have peen complete. thorough, and
well done; and regional personnel have always .been cooperativé.
However, ne thought some additiona. ini i
criminal and legal proceedings and in distinguishing between
criminal and civil fraud.

He said Medicare cases do not receive as much or as prompt
attention as other cases pecause they are problematical (in-
volve technical questions., lack credible witnesses, etc.) and
require toO zuch. time. He pelieved that a civil consent judg-
ment, which is legally not an admission of guilt, is just as
effective as criminal prosacution and is viewed by the community
as an adnmission of guilt. He pointed out that in the two de-
clined cases, he obtained settlements of $14,686 and $12,000,
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although the amounts allegedly ohtained fraudulently were
$207 and $2,900, respectively. : .

~ " DEPARTMENT OF"JUSTICE COMMENTS

In comments dated February 4, 1977 (see app. IIl), the
Department of Justice gtated that time lessens the prosecu- oL :
tability of cases, since witnesses die, become ill, move, and o Sy T
forget facts. Timely referrals improve the likelihood of ' '
successful prosecuticn, and the requirement for recent ex-
amples of fraud is often 2 reflection of the lengthy review
process before referral. :

The Department pointed out that it has been working with
the Social Security Administration for 5 years to improve
prosecutions. However, as long as there are shortages of in-
vestigators and prosecutors, delays in prosecutions are in-
-evitable.

The Department believed some balance is necessary to our
' statements about the reluctance of some U.S. attorneys to pros- .
ecute physicians and cited some of its significant eiforts : L
in Pennsylvania, New York, California, and Illinois. ’

'
'

g
[
:
i

The Department stressed its concern with program integrity
and discussed recent steps it has taken to combat Medicare
and Medicaid fraud, including:

[P S X
PR

v 4 --In-olvement of the Federal Bureau of Investigation in
' such fraud investigztions, which has resulted in tasi
force efforts in several cities.

*_-plans to improve enforcement methods and techniques. : i

—-Pledéing all its . .investigators, at a recent National —
Conference on Medicaid Fraud and Abuse, to help State )
officials clean up their Medicaid programs.

Justice considered it unfortunate that the legislaticn
proscribing Medicare and Medicaid fraud provides only for
misdemeanor penalties. Although more general fraud statutes
have been used, they create problems with indictments and

. pr~vide an argument for defense counsel that misdemeanor
penalties are all the Congress really intended.

. The Congress is currently considering legislation to
" strengthen the penalties for Medicare and Medicaid fraud.

H.R. 3 and S. 143, introduced in the 95th Congresc on January 4,
1977, and January 11, 1977, respectively, provide felony

penalties for certain fraudulent offenses relaiing to Medicare
and Medicaid. -
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the chief. investigator, who is responsible for investigations
{involving Department of Health statutes, rules, or regula-.
tions. The chief investigator is responaipble for the effi-
cient and effective handling of all investigations by the -
district offices. tnis involves monthly visits to each of

the six offices. ' o : S

The section éhief said that, in general,_the 1nVestiga—;

| tors were either police science majors oOr former police of-

gficers or had investigative experience. The auditors have
either come from other State agencles or have a bachelor's

" degree in accocunting. we verified this information at the’

two district offices we visited.

in 1975 the Investigation Section received almost 7,700
~ases. Of these, 60 percentAinvolved*possible beneficiary
fraud. or abuse and 40 percent involved possible provider
fraud or abuse. Medi-Cal officials said that no statistical
distinction was made between fraud and abuse cases.

pistrict offices
Investigate complaints

The Investigation Manual prescribes the policies, pro-
~edures, and guidelines for the effective and efficient in-
vestigation of all complaints. The manual provides that all
complaints: be screened by the district supervisors for in-
vestigation and subsequent disposition and be summar ized in

a written report.. -

fhe district supervisor is responsible for screening all
complaints with a preliminary investigation. The primary )
purpose of this investigation is to determine whether the com-~
plaint has merit. After a complaint has been substantiated,
a full investigation is made.

The section chief saild that the vast number of complaintse
raquiring investigacion and the limited staff procluded self-
{nitiated investigations. The two district office suparvisors
gaid that intornally generated canes nad not becn develcped be-
cause of the massive workload and woraload standards. They -
said investigators were responsible for 20 to 150 cases and

- pad little time toO identify new areas of potential fraud.

The workload standards, developed by the Management Con-
sultation Section of the Department of Health, indicate the
allowable times for investigations of various types of cases.
when a district office spends more time completing investi-
gations than the standards allow, the headquarters office
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: investigatioﬁs,dirécted . - _— o el

'béared to be placed on closing cases quickly and recouping

- warns it to either improve efficiency'or face'a.gtaff'rgduc—
‘tion. This forces investigators to respond to cases quickly

ard not develop cases which may take longer than the estab-

“1ished standards. The chief investigator said tnat casesww%"

were frequently not developed for CEiminal.ptosecutionfbeé = fﬁ7‘ . 1 ‘-1if

" ‘cause -the time needed tb_adequat;ly'develop them would -ex—

ceed the,Standard.

to quick case closures

The primary emphasis in Medi-Cal investigations ap-
program overpayments.

puring 1975 the Investigation Section-clased 1,145
provider ca:. 25 and 1,917 beneficiary cases. Recovery of
overpayments and the use of warning letters were among the
more common dispositions. For providers anrd peneficiaries
these actions accounted for 47 and 45 percent, respectively.
of the dispositions. Only 2 percent of provider cases and
1 percent of beneficiary cases were developed for criminal

prosecution.

We were told that the number of criminal cases being -
prosecuted by district attorneys has dropped considerably
because they ilesitate to become involved in cases that ce~ .
quire a long time to prosecute. Some district attorneys
are only taking cases involving $25,000 or more. Also,
investigators feel that the courts are too lenient.

As a result of these factors and the pressure to close
cases, the investigators concentrate on actions such as

“warning letters and recovering overpayments.-

~ Although our work in this area was limited, we were
able to determine that statistical sampling generally was
not done. Criteria were recently imserted in the Investi-
gation Manual concerning when to sample additional claims.
However, the criteria were rarely followed because work-
load pressures and the workload standards prevented de-

tailed work on many cases.

According to the Los Angeles district office supervisor,
no sampling had been done since 1972 or 1973. He said that
sampling was time consuming and staff was not available to

‘analyze the results. The San Bernardino district office

supervisor gave the same reasons for not sampling additional
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. pills. He was unable to recall wnen.tne last sampling had " _ ..
. occurred. . . _ S

" we analyzed 22,Medi-Ca1‘cases'cldsed.betwéen npril 5, . o e s
" 1473, and January 30, 1976. The investigations for most of E R _‘;ﬁﬂau*
- these casesS appeared adequate. ' : T e T

. In a January 1976 report, the Commission on California
State Government Organization and Economy notad that the
Investigation Section was spending toc much time identify- ‘ _ S
.‘ing Medi-Cal overpayments. The report stated:. : : ' . T

"qne Investigation Section is currently bur-
e . dened with administrative juties in rela-
R tion to beneficiary overpayments. This ac-
= " tivity is rpparently of ;u;outine clerical & i
- pature wnich could oe assigned to the county
welfare departments who now complete the
_eligibility screening and are identifying
cases of overpayment due to ineligiblity.
- Tnere appears no reason that routine cases
of overpayment should be handled oy the
Investigations unit. Tne unit should pe as-
o signed only responsibility for special in-
- . yestigative work related to fraud and abuse.".

_ Phe California Health and welfare Agency, in commenting
~on our draft report, said that the responsipility for bene=
" ficiary overpayments nad been transferred to county welfare’
departments. » - T

A pepartment of Health official said tnat the Califor-
nia Department of Benei it Payments' failure to recover
overpayments once they were identified crcated a morale
proolem witn nhis staff beczause their efforts were not suc-
cessfully completed. Tne pepartment of Health identifies
about $100,000 in overpayments monthly and refers these to

the Department of genefit Payments for collection.

Because of backlogs or other problems in the Depart-
ment of Benefit Payments, it actually recovers only about
$25,000 montnly. we dia not visit this department to dis-
cuss the problems-in collecting overpayments.

. ‘MISSOURI

Brow =2
Tne Bureau of medical services in tne Division of Fanrily
services of the Department of social Services administers the

(3V)
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% caid investigators. .-y

. Medicaid program in Missouri. The bureau ¢hie£ said there:

is no distinct program integrity unit and no full-time Medi-

ol

S

Some complaints are received directly from beneficiaries,

" -and others come through county welfare offices. According
to the chief, complaints are placed in the provider's or
}-beneficiary’s file. No logs or reports of complaints were

. maintained. Therefore, information on the number and source

-of complaints was not readily available.

The bureau chief estimated that 10 to 15 investigations

. excluding pharmaceutical validation work had been made. In

commenting on our draft report, the Director of Missouri's
pepar tment of Social Services said we should highlight the
pharmaceutical validation activity. He stated that, in ad-
dition to verifying that berneficiaries have drugs of the
quantity and quality for which Medicaid is charged, the
pharmaceutical consult ant obtains information on physicians'
services, nursing home services, and numerous other things

during his investigations.

The bureau chief said written investigative procedures:--

. had not been established. The cases ve re7iewed showed that

the individuals "involved in making or supervising the in-

" yestigation decided on their own what steps to take. The .

pureau chief said no Medicaid fraud cases had been prose-
cuted in Missouri although two cases had been referred to
county prosecutors. The county prosecutor decided not to
prosecute one case and had not yet decided on the other
case. .

The chief counsel, piv.,sion of Family gservices, said
that #edicaid fraud cases wce within the jurisdiction of
county prosecutors. He said Missouri does not have a civil
fraud statute providing punitive damages. Therefore, when
county prosecutors decide not to prosecute on criminal
charges, the only recourse is to recover overpayments. The
bureau chief agreed that consideration should be given to¢
referring Medicaid cases to U.S. attorneys for civil prose-
cution under Federal statutes which provide for punitive
Aamages. He said Federal civil prosecution may be the
only practical way to punish Medicaid fraud perpetrators
since county prosecutors were often reluctant to prosecute
someone in their community on criminal charges.

in commenting On our draft répbrt, the director of

. _Missouti's pepartment of So~ial Services said that our report
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indicated that Missouri has done nothing to control tne )

Medicaid program. He pointed out that, since its beginning,
the Missouri Medicaid program has had a numoer of manual .

and mechanized controls whicn enable Hedicaid officials to

‘detect problems early and usually keep them from becoming
serious. . : . : - . :

This report focuses on the investigation of fraud and
abuse. No evaluation was made of the overall fraud and
abuse control system, nor is any criticism of such a sys-
tem intended. ' .

The director added that the Missouri General Assembly
has appropriated funds to hire investigators for the de-
partment and that a number of these investigators are being
assigned full time to the Medicaid program. The director
suggested that full Federal financing of Medicaid investi-
gators would enable States to carry out this important
phase of Medicaid without undue problems.’
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CHAPTER 6 -

'MEDICAID-MEDICARE COORD I‘NATAION

, San Francisco's and Kansas City's Bureau of Health .

- Insurance and Social and Rehabilitation Service regional.
office officials said an effective system for coordinating
~Medicaid and Medicare fraud and abuse investigations has not

_ been set up. In Kansas city, BHI was notifying SRS (1) when

- a physician was suspended from accepting assignment under the
Medicare program, (2) about some investigations of Medicare

fraud, and (3) .about physicians receiving high Medicare reim-

" . bursement. However, BHI was not routinely notifying SRS about .

all investigations or giving it all available overutilization
data. : o v . _

_ On the other hand, SRS had limited information to give
"BHI. An SRS official said his agency had not actively par-
ticipated in Medicaid's program integrity activities but that

it was establishing a program integrity unit.

Because SRS had no fraud unit in San Francisco, BHI
rarely contacted SRS during Medicare fraud investigations.
For crossover claims involving Medicare and Medicaid, BHI

program integrity specialists contacted California's Medi-Cal
fraud unit. < :

A California Medi-Cal official said his only contact
with the San Francisco SRS regicnal office was to submit a
quarterly report of the State's investigative activities.’

According to both Medi-Cal and Medicare officials, an
informal but cooperative relationship existed between their
investigative staffs. The agencies exchanged information
readily when a claim was for a person eligible for both pro-
grams. : .

A Missouri Medicaid official said that numerous con-
tacts were made with Medicare carriers regarding certain
suppliers and Medicare officials were probably notified when
vendors were suspended by Medicaid for failure to comply with
the participation agreement. However, he added that there
was not a complete exchange of information between Medicaid
and Medicare concerning suppliers of medical services who
were suspected of fraud, overutilization, or other non-
compliance with program-segquirements. Llso, some complaints
had been referred by Medicare carriers and the BHI regional
office ‘tc State Medicaid officials.
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SRR Recent .actions, when.implemented,'should help improve
" the coordination of Medicare and dedicaid fraud. invesbige-
". tions.’ . S L : - . o
.- .On July 27.° 1976, HEW published im. the Federal Register-
'jprOQOSed'regulations setmitting the release of data on ‘in='_ |
-dividuals or organizations being
‘Medicare fraud. or certain types of abuse.

L Final regulations were published requiring the S5tates -
‘to report to SRS data on Medicaid fraud cases whem complete
. investigations are being made. SRS has established a pivi-

sion of Fraud and Abuse Control at headquarters and has au-
-thorizeda plans to establish similar units in its regional.
“offices: It expected these offices to be fully staffed by

" October 1976.

o _ Also, it appears that Medicare andé Medicaid program o
V;‘;integrity activities will be brought together in tae Health
ﬁ}hoCare'Financing Administration.
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-+ CHAPTER T

.LCCNCLUSIONS, RECOMMENQQEIONg,'ANg""

. HEW COMMENTS AND OUR EVALUATION

. :CONCLUSIONS

ai _,'Médicare.program inteqrity*iﬁﬁéétigations have largely
. focused on cOmplaintsifrqm‘beneficiaries or someone acting:
“on their behalf. The complaints have veen about equally

. divided between fraud and abuse. HMost abuse complaints .in-
. 'volved violations of assignment agreements, and most fraud

f‘compLainps*jnvolved billing for services not renderd.

Very little program integrity work has been self-
initiated, and no oriority system has been developed for
_vdirecting program integrity action. The Bureau of Health

‘Insurance's only established priorities relate to investi-
gating backlogged complaints. There appeared to be no valid -
basis for these oriorities, and they were not Leing followed
at the two regional offices visited. :

BHI recognized the need for evaluating its program

" integrity work.. It also recognized the need for more. self~-
initiated work, especially regarding fraud and abuse by in-
stitutional oroviders. A proposed reorganization of the
_program-integrity functions dealt with these areas. How=
~ever, the reorganization has not been implemented because

of organizational changes within the Department of Health,
"Bducation, and Welfare.

Program integrity specialistsgpsuallyAhqve had little
prior experience or formal training in making investigations.
However, the deficiencies we noted in . investigations did not
appear to be caused by e lack of investigative experience.
‘BHI recognized that versonnel with investigative and account-
ing packgrounds would be needed to expand provider fraud and

other self—initiated ‘investigations.

: Most fraud complaints appeared to result from mis-
understandings by beneficiaries or errors by contractors ot

' paysicians. However, some fraud may have gone undetected
pecause of inadeguate investigations of complaints.

vie believe that the monitoring of contractors' and re-
gional offices' program integrity activities needs strencthen-
ing. - Special emphasis should be placed on assuring that sub-
stantiated complaints of willing for nonrendered services are
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_nbt closecd withdht determining whether such billing is-an * *°
isolated error or part of a pattern of improper bilting. .

o The sampling procedures specified by-‘BHI are not ade-
.- quate to permit such a determination. *A larger sample
‘. should be taken. We recognize that this would require more
" investigative work. However, if staff limitations preclude
_adequate sampling, we believe that larger - samples should be
taken when sufficient staff is available. S
C We believe. BHI should spend less time accounting for-
: complaints and more time evaluating the adequacy of inves-
" tigations. Both BHI headquarters and the regional office

." maintain a file for every fraud comnlaint reported to the

tegional office. " Most complaints are resolved by the con-
tcactor and require no action by BHI except to open a case,

-~ gefer the complaint to the contractor, and close the case

when the contractor determines that no fraud is involved.

de believe adequate control over complaints could be

ax2ccised without maintaining details on all complaints at the

reqional o»ffices and headguarters. Complaints should be for-

warded to the Medicare contractors for in-house investigations

and only complaints that merit further investigation should
be reported to the regional office. )

Referring all complaints to BHI headguarters is un-
aecessary. The data submitted is of little value in evaluat-
ing regional per formance, and the statistical needs of BHI
could be met by summarized data from the regions.

: Apbout half of the Medicare fraud cases referred to U.S.
attorneys have been prosecutedf-dsually successfully. How-
ever, U.S. attorneys often delay in deciding whether or not
to prosecute, and some decisions appear to pe based on fac-
" tors other than the merits of the cases.

Medicare fraud cases usually involve elderly witnesses
who may die, be ill, or forget facts by the time a trial is
held. Defendants frequently are respected members of the
community. These factors sometimes make U.S. attorneys
raluctant to assign a aigh priority to prosecuting Medicare
fraud. It appeared to us that an unwillingness to prosecutn
physicians on criminal charges wag 2 major factor in the 21igh
percentage of cases for which prosecution was declined in the
Kansas City region.

The Congress, as evidenced by section 1877 of the Social
Security Act, intended that crininal penalties be used against
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" “those who defraud the HMedicare orodram. We believe that
better coordination is needed between ‘S33A, HEW, and the
‘' pepartment of Justice .to assure that #Hedicare criminal fraud
statutes are uniformly applied. Also, decisions on whether.~”
to accept or decline cases should be more timely to better
assure the availebility of witnesses and reduce the need for

f:~;updating information.

Medicare-Medicaid coordination was limited. Some co- .
ordination existed between Medicare and the two States :

. visited. However, there was essentially no coordination ' S
. ‘between Medicdre and the Socisl and Rehabilitation Service
- . because SRS had no ‘program integrity units. »
o HEW has acted to provide a framework for better Medicare- _ :
Medicaid coordination. Final regulations have been published A
requiring the States to report fraud and abuse data to SRS. X o
Proposed regulations for oroviding Medicare data to SRS have -
- been published. 3R3 had established and was staffing a fraud

‘and abuse control staff, and HEW had established and was

staffing a centrel Office of Investigations.

The above actions had not been fully implemented. There-
fore, we could not” evaluate their impact on the coordination
of Medicare and Medicaid fraud and abuse control prograns.

Our reviews of Medicaid investigations in two States
“showed a wide variance in the emphasis placed con dedicaid
"brogramn integrity. california spent consideradble resources
on program integrity work. However, because of a large volume
of cases and. high quantitative production standards, little
self-initiated work was done and recovery of overpayments
rather than prosecution was stressed. Missouri's program
intectity investigations were limited.

. RECOMMENDATIONS
- we recommend that the Secretary of HEW:

—Strengthen the monitoring c¢f regional and contractor
investigstions so that complaints are not closed pre-

maturely due to inadequate investigations.

- --Establish statistical sampling orocedures that pro-
vide reasonable assurance of detecting fraudulent
billing practices. ’ ’

—-Keduce the caperwork connected with tne investigation

of fraud complaints by referring complaints directly
to contrectors rather than to the tegional office.
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petaiied rééords on unsé:eened beneficiery cdmpiaints 
should not be maintained by BAI heedquarters and its .
regional offices. : : S nos

--Discuss with the Department of Justice the passibfl#éyff
.0f obtaining more timely decisions on whether referred '

cases will be.prosecuted and 2ssuring that Medicare's - -
criminal sanctions are uniformly applied. - :

[ ==Develop nriorities for investiqéﬁing fraud and abuse.

‘—~Acquire personnel with the investigative and account-
ing skills nccessary to investigate tyves of fraud
and abuse that are more complex than the typical bene-
ficiary complaints of shysician- billing for services, .
‘not rendered. . '

--Delineate the responsibilities of the various HEW
orgqanizations involved in MeGicare-iedicaid program
.integrity.

——Establish orocedures for coordinating program inte-
‘ grity activities within #EW and between HEW and the
States. '

——tiork with Missouri Medicald cfficials to establish a

more active prograr for investigating Medicaid fraud.
and abuse.

--Emphasize to too-level dedi-Cal officials the impor-
tance of criminal oprosecution as a deterrent to
‘Medicaié fraud.

HEW COMMEITS AND OUP EVALUATION

HEV's Decembe: 27, 1978, comments to our draft report
(see ap®. II) pointed out that public Law 94-505, approved
October 15, 1976, provides for an HEW Insvector General,
whose responsibilities include (1) recommending policies for
end conducting, supervising, or coordinating activities
carried out or financed by IEW regarding fraud and abuse and
(2) keeping the Secretery and the Congress informed about
- these matters. :

. on Harch 8, 1977, the Secretery of iZW announced the
creation of a Healtn Care Financing Administration that
nlaces ile _icere ané Medicaid under one acministrator. HL.
stated that one benefit of tnis reorganizetion will be thc
launching of a more eneraetic nrogrem of reviews to cdeterinine
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: méjor abusés'ih health Céte_financing.' The HEW comments-
presented below are based on the organiza;ional structure
which existed: in liccember 1976. ) o L

BEW believes that our review_did_not‘consiaér all the’

fraud and abuse controls of the Medicare administrative sys- . .

" tem, of which. the program integrity .staff is but one-part. ..
.. HEW cites & number of features of its administrative system
T designed-to-inSure program integrity. : o

We pelieve that some of the administrative features

':tcited by HEW have little relationship to the detection of

. fraud and abuse or that their magnitude has been overstated.
“"HEW points out that about 16,000 surveys are made of institu-

tional providers and independent laboratories that participate'

* in Medicate each year. However, these surveys are primarily
designed to.insurc that patient care is adequate and have.
- little relevance to fraud or abuse ‘detection.

_HEW also cites the number of contractors and the staff- .
years expended on the Medicare program. Although this data
shows the number of people employed to administer Medi-are,
it tells little about the efforts to detect fraud and abuse.

HEW states that about 1,400 staff-years are spent
.annually to audit Medicare institutionak providers. However,
this large effort, which is essential to the provider reim-
bur sement process, may have little impact on the detection
of fraud and abuse. Our review indicated that audits are

. usualiy not of sufficient scope to detect fraud and abuse

and that intermediary auditors usually did not consider
whether fraud or apuse were intended when they detected un-
allowable costs. ' . L

HEW also cites as an example of its self-initiated work
the annual Payment Review Project, which r~views physicians
with high Medicare earnings and patterns cf practice that
_appear abnormal. It points out that since 1971 these reviews
have established about 1,000 abuse cases with overpayments
" exceeding $5.5 million and resulted in about 250 fraud in-

. vestigations.. ..~

This project was not initicted by SSA; it resulted from ~
the efforts of the staff of the Senate Finance Committee.
The staff requested data on physicians paid $25,000 or more
by Medicare and Medicaid in 1968. Although complete data
was not available, the data provided to the staff indicated
that hundreds of physicians might be abusing the programs.
Wwith regard to Medicare, the staft recommended that each

44




[

. carrier be reyuired to regqularly compile and evaluate basic

payment profile information for each hezlth care practitioner.

HEW agreed with the recommendition.

- We agree that SSA has an extensive system that inhibits
and helps to detect fraud and abuse and that most investiga-
tions are started based on leads developed from that system.

_ However, the system has resulted in the program ‘integrity

staff being inundated with beneficiary fraud and abuse com-—
plaints, which generallyﬁpesult from such causes as a con—

" tractor error rather than improper billing by providers.

HEW states that our report deals with investigations
from 1972-74, cites statistics more than 18 months otld, and
does not reflect or acknowledge the improvements and {anova- -
tions made in the fraud and abuse control effort since 1974.

HEW points out that (1) in 1974, before our review, co-
ordination with the Department of Justice  was- improved,
(2) cen.-al office review and monitoring has been expanded,

.(3) a reorganization has been partially implemented at head-

quarters and the regions, (4) investigations are improving,
and (5) as of June 30, 1976, BHI had referred 578 fraud

cases to the Department of Justice, compared to the 307 cases
referred through June 30, 1975.

Our review did not indicate substaritial improvements 1in
obtaining decisions from U.S. attorneys. As of Jun=2 30, 1974,
55 percent of the cases awaiting decisions by U.S. attorneys
had been with the attorneys for over 6 months. At June 30,
1975, 56 percent of the cases were over 6 months old.- As of
June 30, 1976, 49 percent of the cases were over & months old.

Some of the improved monitoring referred to by HEW had
already taken place at the time of our review. However, we
wore not able to determine its impact. We attempted to deter-
mine the extent of headquarters review of investigations for
the two regicus we visited. -Howevec, BHI's records showed
little data on the extent of headquarters review or actions
taken based on such review. As previously discussed, sig-
nificant improvements were needed in contractots' program
integrity activities, although BHI had been reviewing these
activities for some time.

Our review, of which the Médicare portion was made in
1975, cov2red cases investigated by BHI through December 31,
197., except for Kansas City, where we examined some 1975
cases because investigations appeared improved in 1974. ‘tost
of the contractor cases we examined were investigated in 1975.
Improvements may have yeen made since that time.
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HEW said that:wé understéted BHI's achievements because

'we'ignored statistics showing that as of Juné€ 30, 1976, BHI

had referred 573 fraud cases to the Department of Justice.
Statistics for fiscal year 1976 were not published until .

J’Ax_August‘l976, after the completion of our fieldwork. We '

used the fiscal year 1975 statistics so we could verify'andﬁ"‘

© analyze them during our review.

. Although teferrals for prosecution have no doubt in-.
creased substantially, the number of cases is well below that
cited by HEW. Beginning with Septe. - 30, 1975, BHI reported
the number of suspects referred for secution rather than
the number of cases.. In surmarizing = .s report, BHI peointed
out this change and stated that as of September 30, 1975,

326 cases involving 423 suspects wvere referred. Thus, count-
ing suspects rather than cases resulted in about a 30-percent
"jncrease" in referrals. BHI's report on referrals as of

June 30,.-1976, shows that 578 suspects were referred for pros—
ecution but does not show the number of cases involved.

HEW also said that our report gives the impression that
prosecutions are the only result of its prcgram integrity
effort. HEW cited its deterrent value, the recovery of over-

" payments, and educational contacts to eliminate "future bill-

‘ing problems as other benefits. o
We agree that these other results are beneficial.

HEW said that we recommended an increuse in sample size
without considering cost and manpower limitations. It noted
that an objective of ‘assuring virtually no possibility of
fraud before closing each of the thousands of cases processed
would be an extravagant use of administrative funds.

HEW also said that, although not specifically stated, the
report indicates that we believe BHI should not investigate
all suspected incidents of fraud and aouse. HEW then dis-
agreed with this position.

We recognize that larget samples would require more work,
but we believe that larger samples should be taken in some
cases even if they cannot be taken in all cases for which sam-
pling appears warranted. Also; most fraud complaints are deter-
mined not to involve fraud during their initial development
and never reach the point at which sampling appears warranted-
We do not believe that HEW .should 'virtually assure no possi-
bility of fraud in every case. We agree that would be too

costly to justify.
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Nor do we advocate ignoring complaints of fraud and
abuse. Rather we are recommending that BHI's .involvement
with fraud. complaints be minimized until such complaints
are screened by contractors. Once meaningful priorities
for investigative effort are established, staff limitations
may preclude adequate investigations of all complaipts.

. Under such circumstances, we would consider selective in-
“vestigations to be appropriate.

HEW said that it agrees with our recommendation about

the need for better monitoring and that it has acted, within

staff constraints, to improve the monitoring of regional
officés and contractors. It believes our recommendation to
refer complaints directly to contractors has considerable

" merit and will consider doing so when satisfied that its
~ control of contractors is adequate.

Regarding our recommendation that better sampling proce- .
dures be established, HEW said that the sampling of 10 .bene- ~

ficiaries is not intended to be applied in all cases and that
workload and staff resources are considered in determining.
the sample size. Since the program integrity manual does not
indicate this, we believe the manual needs revision to re-

qQuire that adequate sampling is performed when staff is

available.

HEW said that BHI has been working with the Department
of Justice for a number of years and pointed out some of the
actions it has taken. HEW also pointed out that its Office
of Investigations, which has recently assumed responsibility
for Medicare fraud investigations, is also working with the
Department of Justice.. In view of the above comments and
those. of the Department of Justice (see p. 31), it appears
that coordination between the two Departments has improved
and will continue to improve.

With regard to our recommendation for developing in-
vestigative priorities, HEW said that BHI already has a
priority system ond that we did not indicate that some other
system would be more effective. As discussed on p. 12, BHI's
priority system is merely a technique for determining the
order in which to resolve backlogged complaints. The system
does not address the issue of allocating resources between
work done in response to complaints and self-initiated work.

HEW also cited BHI's efforts to expand its capabilities,
the Office of Investigations' efforts to coordinate and
delineate responsibilities, and SRS's efforts to increase
coordination between SRS and the States.
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HEW cohcurred‘in our'tecommendations‘regardlng Missouri
and California and pointed out a number of major actions

- peing taken by SRS to enhance enforcement and prosecution

activity in all States with high Medicaid expenditures,

’includinngaiifornia‘and Missouri. These actions” include:

—=Full-scale reviews planned or underway in major Medi-
caid States directed -toward providers exhibiting a
high probability of fraud. (We were advised by an SRS
official on April 6, 1977, that a review is expected
to begin in california in May, put one is not cur-
rently pTanned for Missouri.) ’ '

~--Technical assistanée to, and cbordination with, the
" States. . i . .

--Evaluations of State management systemsblw"

—-pevelopment of guidance and procedures for detecting
and investigating fraud and abuse.

According to HEW, its Office of Investigations now has
staff in every region and is discharging its investigative
responsibilities in all HEW ‘programs including Medicaid and
Medicare. The Office .is working with an Interdepartmental
Task Force headed by the Deputy Attcrney General. Also, the
Office was in the final stages of developing a memorandum cf

“understanding with SSA regarding the criteria for referring

Medicare program integrity cases to the Office. The memo-
randum, which was signed after we received HEW'S comments,

. provides that, except for beneficiary fraud, BHI will refer

cases to the Officé when a’ctimiﬁai"<‘ii&&daﬂia'iadicated
and presentation to the U.S. attorney appears warranted.

HEW said that preliminary discussions have begun with
SRS regarding the referral of Medicaid cases to the Office.
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‘ . COMMITTEE ON FINANCE
WASHINGTON, D.C. 20810 -

MEOMAKL. BTIRN, GTAZY DIRTCTOR

-iEs

B-164031(4)

February 18, 1975 '

The Honorable

Elmer B. Staats

Comptroller General of the
United States

Washington, D. C.

' Dear Mr St:aéts:

: Because of the continued attention being given to allegations
of fraud and abuse under the Medicaid and Medicare programs, the
Subcomnittee on Health of the Committee on Finance is interested
in obtaining additional information on how the Program Integrity
activities under these Federally-assisted programs are being
administered and managed.

With respect to the Social Security Administration's Program
Integrity function for Medicare, we would appreciate your Office
developing information on (1) how this functivn is organized, and
(2) the Program Integrity activities in at least two Social Security
regional offices. The review should cover the following matters:

The thoroughness and completeness nf Social Security's
investigations.

How priorities on investigatiens are established.

How workloads are managed and the extent of self-initiated
investigations as opposed to investigations initiated

through referrals and/or specific complaints.

Data on the costs of investigations.

The qualifications established for Social Security's

investigative staff and the extent of supervision by

the regional and central offices. .
A comparison of the efficacy of present Program Integrity

organization and activity with that which obtained prior
to "regionalization." ’
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The Honorable

Elmer B. Staats
. February 18, 1875 -~
"+ . Page Two ' :

-- The procedures for determining the disposition of L . .

investigations through referrals for civil or criminal . T e e
e prosecution, or for administrative acvion, or for : T : ST
s S closing a case. EEAR .

-~ The disposition of cases that have been referred to
- . the Department of Justice with specific emphasis on-
_ any backlogs.

-- Coordination be__tieen Medicare and the Medicaid programs. L
and between Medicare and other Federal imnvestigative ~
and audit agencies. o .

-- Social Security's procédures for making and following
up on referrals to Medicaid agencies or others.

-- The extent of the involvement of intermediaries and
carriers in Social Security's Program Integrity
investigations.

The Committee would also appreciate similar data on selected
State Medicaid programs, including a State where there appears to
be extensive Program Integrity activity as well as a State where
there appears to be less activity.

The significance of this request for assistance lies in the
-development of information as to how the effectiveness of the
Program Integrity function under Medicare and Medicaid could be
improved and how such a furction under any national healtn insurance
plan could best be structured, administered and managed.

Sim:erely.A

Jv% o Z ﬂﬂsm:/ﬁ .
Hémn E. Talde-

Chairmn, Subcomnittee on lHealth

g cc: The Honorable Al Ullman
- The Honorable Dan Rostenkowski

-
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DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE

OFFICE OF THE SECRETARY
" WASHINGTON D C 20204

ﬁ %écember'27;'197s'

Mr. Gregory J. Ahart
Director, Human Resources
<. . - Division oL .
" United States General S - - o
- . Accounting Office ’ : : i ; e
.. Washington, D.C. 20548 - : ' .- ’

“‘pear Mr. Ahart: . - ' ‘ S

. The Secretary asked that 1 respond to your request for our comments on
your draft report entitled, "Improvements Needed in Investigations of
Medicare and Medicaid Fraud and Abuse." The enclosed comments represent
the tentative position of the Department and are subject to reevaluation
when the final version of this report is received.

. You will note that these comments discuss only the matters commented on

in the draft report. As you know, public Law 94-505, approved October 15,

. 1976 provides for an office of Inspector General within the Department

;y':_ to increase our capabilities in dealing with problems of tedicare and

v Medicaid fraud and abuse. Under this Law, along with other responsi-
bilities, the Inspector General is responsible for recommending policies
for, and to conduct, supervise or coordinate activities carried out or
financed by the Department for purposes including preventing and detect-
ing fraud and abuse in its operations--and to keep the Secretary and the -
Congress informed on these matters. 1 believe that you may wish to
recognize these factors in your final report.

We appreciate the opportunity to comment on. this draft report before its

publication.
Sincerely yours,
t - ’(f; (‘;.f—;f: ;I.j_/-.,
. P JohmH—Young
. b f ..~ fssistant Secretary, Comptroller
Cr
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 DEPARTMENT OF WEALTH, EDUCATION, 'AND WELFARE COMENTS ON. CAG'S DRAFT REPORT
FYTITLED, "INPROVEIENTS NEEDED IN TUESTIGATIONS OF MEDICARE AND VEDICALD
_ FRAUD AND ABUSE" — = :

= . . VI - - - - . .. i & e .
S e

e

1.~ social Security Administration (Hedicaté),

. .Quverall, we believe that this draft report has serious shortcomings in that

it does not recognize any results stemming from investigations of fraud and

‘abuse except referrals for prosecution; does not mention significant seli-

{nitiated pfogram'incagrity activity; arrives at conclusions that are based

* -on a review of statistical records vithout &n indepth analysis of the entire

'Aptcgram integrity operation; criticizes a sampling technique utilized for

“ {nvestigative purposes without recognizing that it is a selective. sarple

_'determined by other judgmental factors;: and recommeads an increase of sa-mole
. size without comsidering cost and manpover limitations in work of this kinc--

. {.e., that an objective of assuring that there is virtually no possibilicy .

.. of fraud before closing each of the thousands of cases processed would be: - -
. am extravagant use of administrative funds, '

The cover sheet of the draft Tepurt begins with statements that Medicare

{ovestigations of fraud and abuse have largely been directed to resolving

,beneficiaries"ccmplaints, and that little self-initiated work has been

done. In light of the overall Medicare administrative control svstem, these

L .- statements are inaccurate and misleading. GAO siznly did not take into
‘55;'°cohsideracion the Medicare administrative system which is designcd to -
sgsure proper payment and identify those situationt which are po:cncially
fraudulent or abusive of the prozra=. Medicare traud and abuse control
gctivities conducted by the Program Integrity staff is the Bureau of Health
Insurance (541) are but one facet of the overall effort to assure proper

- payments. “A11 institutional ptoviders—-hospitals, skilled nursirng facilities,
and home health agencies--are periodically surveyed by State agencies ucnder
" detailed Fedeoral rules. About 16,000 surveys of providers and indcpendent
1sboratories are made each year. - )
A provider, certified to participate in Medicare, can bill the program caly
for services to persons vhose beneficiary status has been confiraed through
careful proccdures cstablished by the program. When a provider does bitl
the program for services to a benecficiary, the bills are reviewved EOT 4
coverage and medical necessity by intermediary organizations consisting of
.81 Blue Cross plans and commercial insurers. These intermediaries {nnually
expend in the neighborhood of 7,800 man-years carrying out program funccions
fncluding provider bill reviews which employ procedurcs, developed under
cetniled Federal instructions, that are regularly and systcmﬁCiCJlly

" ponitored by Blil headquarteys and regional office specialists. Final
payment for 3 provider's bills is determined by an intermediary only z{eer
4t has reccived, analyzed and, i% many -CaSEs, field audited che provider's
sanual report of the costs of services to Medicare pencficiaries. Approx-
jmatcly 1,400 man-years are cxpended annually by the jutcrmediarties or -
theitr suditors t6 audit, in varying degrees of intensily, the Mcdicare cost
geports of some 13,000 providers chat patticipatc‘in the progran.
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Simjlar controls are in effec: with respect to :he bills of physicians
and other zuppliers of medical services, Again, bills are accepted for’
payment only after eligibility of the benefigxnry is confirmed throurh
careful procedures established by the programi:- These bills are reviewed
for coveragze, medical necessity, and reasonableness of charges by carrier
organizations~-48 Blue'Shigld plans and commercial insurers--who annually
.expend about 14,000 man-years -on bill reviecw and other Medicare functions.
Eere again, the bill review processes are established under Federal
instructions and are systematically monitored by BHI headquarters and
regional office specialists. Each bill paid generates an “Explanution of
Medicare Benefits" form which is sent to the beneficiary to review and |
notify the carrier or the Social Security Administration if there is an”

" error or improper charge.

All of the foregoing zctivities are, in essence, self-initiated sources
which identify situations that give indication of attempts to defraud
_or abuse the Medicare program. All of these situations are addressed by
" the Progran Integrity staff of BHI,

-. Concomitantly, the Prugram Integrity staff carries out an annual Payment

* Review Project which ‘ooks at those physicians who have Medicare earnings
1n excess of a specified amount and who have a pattern of practice which
suggests certain depaitures from the norm. Since 1971, Program Integricy

. has identified 15,296 such physicians. Reviews of these physicians have

_established some 1,00) abuse cases with overpayments exceeding $5. S million.

Ty, 2 3IP T -y e deamesVie VEA Comrveed Smecamedmntians hoien wacS en ? € o
............ P e veimm ey mav meeuwl AGYws capeeebae CAVE TTLULCCw anwn

the Program Review Project.,

In view cf the processes and activities cited above, GAO's conclusion that
) Iittlé self-initiatcr work has been done is simply not supported by the facts.

The vay the draft report is written gives che reader the 1mpresszon that it
represents the situation as it exists today. In fact, the report covers
case investigations going back to the period 1972 to 1974 and cites
statistics that are more than 18 months old. It does not reflect or
acknowledse the improvements and innovations made in the fraud and abuse
control effort since 1974,

In 1974, prior to GAO's review, EBHY streamlined its fraud case referral
procedures with the Department of Justice and established a follow-up
wechanism. BHI central oiffice role in case revicw and regional office
wonitoring have becen expanded, Partisl implementation of the reorgani-
zation of the fraud and abuse control activity has taken place with-a
resultant reprograzming of staff, both centrally and in the regions.
-Case investigations have improved and are continuing to improve. The
draft rcport understates BT ac! fcvements by {ignoring the statistics
that vere provided to GAO--i.e,, through June 30, 1976, BHI had referred
378 fraud cases to the Department of Justice for criminal prosccution.

In contrast, the draft report cites the 307 cases that had been referred
through June 30, 1975,
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. {see GAO note 1, p. 64.]

GAO RECOMMENDATIONS AND DEPARTMENT COMMENTS

= GAO Reconmenmdation
That the Sccntarf, HEY, direct the Commissioner of Social Security to:
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{ £—;$crengthcn the monitoring of regional and contractor 1nvcstlgations )
. .to essure that .complaints are not closed prematurely ‘due to D
‘. 'tnadequate or incomplete investigations, S

o -Esfablish.gta:isticaf‘sampiihg.procedures that provide reasonable -
- ggsurance of detecting fraudulent bi}ling practices,

: ‘=-Reduce the paperwork connected with the investigation of fraud

' complaints by referring complaints dircctly to contractors rather
" than to the regional office, Decaiied recorxds on complaints

»" ‘which cannot be substantiated should not be maintained Ly BHI

.- . headquarters and its regional offices, and T

. -==Enter into discussions with the Department of Justice directed

- towards obtzinirg wmore timely decisions on whether referred cases .

- will be prosecuted and assuring that Medica-e's criminal sanctions
are uniformly applied, consistent with legislative intent, throughout T
the United States. o :

" .Department Comment

I

.We concur with the fixst part of the recommendation. To the extent possible,
within :urrent staffing constraints, BHI has expanded its central office
egse review and monitoring activities. The regional offices also have
expanded their monitoring of Medicare contractor jnvestigations.

As to the cecond part of the recommendation, we wculd point out that the
sampling of 10 bcneficiafies,’9s'suggested by BHI's operating instructions,
48 not intended to be applied universally in all cases. A mumber of
factors--including workload and staff rssources--ace considered in
deternining sample size. We would also point out thaz a case-is not closed
solely on the results of a nonproductive sampling of teneficiaries.
Subsequent to the sampling, the suspected inéividual is confronted and
afforded an opportunity to explain the questionable billing which prompted
the inquiry. The case is closed only if the explanation is determined to

. be scstisfactory. o ’

We believe that the third part of the recommendation--to refer fraud

complaints directly to the contractors--has considerable merit and will

be. considered when we are satisfied that we have estcblished adequate

control of the cqrriers' handling of their existing program integrity workload.

*As to che last part of “he reconmendation, discussions with the Department

of Justice have been in progress for a number of years. 1In 1974 BHI, in
-concert with thc Departaent of Justice, established proccdures wvhich permit’
" early and swmwary ref{~rral of criminal cases.. BIII also established a
follow-up system to identify cases aging toward the point where they could
lose prosecutive appeal. Further, the Department of Justice is notified
whenever BHI disagrees with the declination of a given casc by a u.S.
Attorney or believes that cases are being unduly delayed,
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CAO Recormendation.

That the Secretary, HEW, assure that action {s taken to:

-=Davelop priorities for investigating fraud and abuse
including self-initiated efforts and more extcnsxve
effor: in- Part A of Mcd1care.

--Acquire personncl with the investigative and accounting
‘skills that.would be necessary to investigate types of.
fraud and abuse that are more complex than the typical
beneficiary complaints of physician billing for serwvices
not rendered,

--Delineate the responsibilities of the various HEW
organizations involved in Medigare-Medicaid progran
integrity, anc

~--Bstablish procedures for coordination of suczhk program
{ntegrity activities within KEW and betweea HEJ and
the States, B

Department Comment .

BHI does have a pricrity system which calls for certain czses to be
investiomared first and artherc latpr-chor 211 cases are invecricacad,

‘Insofar as we can tell, GAO's study did not indicate that some other

system of serting priorities would be more effective or productive. As
the draft report indicates, BAI plans call for additional-staff with
accounting and investigative backgrounds, expand.d studies and investi-
gations of institutional providers, broader evaluations of the fraud and

. ebuse control p:obram, and improvements in the systems for detecting

frgud and abu

The draft report notes that proposed and final regulations--permitting
the release of Medicare Zraud and abuse data to State and Federal ageacies,
and requiring the States to report Medicaid fraud data to the Social and

. Rehabilitation Service--together with the establishment of the Office of

Investigations, offer opportunities for better coordination of Medicare
and Medicaid fraud investigations in the future. We favor improvements
in the coordination of fraud activities and will €.lly coorerate in any
Department effort in this regard.

While not part of GAO's recosrendations, the .iscussion im zhe report’ itself
fudicates that CGAU believes BUI -should nor .nvestigate all suspected incildents
of fraud or abuse, We do not agree and - Luld point out tha: existing policy
calls for all incidents to be {nvestigated.
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_l.gTﬂfR MATTERS DISCUSSE™ IN CAO'S URA?T REPORT

: Pages 3 and &--Under the caption “Administration of the Medicare and
¥ Medicaid programs", the report discusses the administrative mechanism
". for the Medicare program. It does uot mentica, however, the Program
‘fategrity Staff, which is the unit responsible for investigating fraud
. 4nd sbuse. As a result, the reader is left with the impresgion that the
" ‘carriers and intermediaries are responsible for this aspect of program
. administration. This {mpression is amplified by the discussion in the
.last paragraph of this section, page &, on the lack of a Medicaid fraud
investigacive urdit and SRS's plans in this regard. We suggest that a
- ‘statementc along the following lines be inserted after the first senteace
© *of the‘second paragraph on page -3-=""BHI has an organizatrional componenc,
_the Program Integrity Staff, which is responsible for the detection and
. > -dnvestigation of suspected Medicare fraud, "

- Page 9--References in the second and third paragraphs to the “Bureau of

Field Operations' stould be changed to the "Office of Program Operations.”
_Tu addition, the second psragraph is misleading in that it implies the
‘re;ponsibility for detecting, investigating, and preventing fraud and -
gbuse is shared equally by BHI and the former Bureau of Field Operations,
Actually, the district offices, under the Office of Program Operaticns,
ars the contact point for the Medicare beneficiary population and thelv.
§ asction is to take complaints and forward them to BHI. In certain

. inscances, the personnel 1n Che discricr offices will conduzt a iimited

_ {nvestigation at the direction of the Bureau of Health Insurance. We
suggest that the paragraph be changed, after the first sentence, to read
“The Burecau of Health Imsurance has the responsibility for preventing,
detecting, investigaring, and referring for prosecution or otherwise
resolving instances of Medicare fraud and abuse. The district offices are
responsible for receiving Medicare complaints from penzficiarirs, obtairning
pertinent facts via a statement and forwarding same t- BHI. Upon request,
district office persomnel will conducr limited preliminary investigative
work, This effort is assisted by the health insurance contractors, "
pape 10--The following additional Program Integrity responsibilities should
be shown following the first item at the top of the page:

~=pDevelopment of'é traihing program for central office and regional
office staffs

--Coordinating an annual review of selected physicians
To correct the figure in the first seatence of the sccoyd.paragtaph, we
.suggest that the sentence be changed to read: "As of June 30, 1975,
. following the partial implemertation of a reorganization plan, the staff
consisted of about 40 professionals.”
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fnge 11--The following should de included in the iis; of duties and
5 responsibilitics of the regional program integrity staffs; we suggest
that it be shown as the second item: '

- . _ =-Revieving reports from carriers on selected physicians as part
PO of the evaluation of carriers’ ut{lization control systems (PARE)

“u'+ ~ The figures shown in the first full paragraph on page 11 should Ye changed '
to reflect the April 1975 transfer to the program integrity effort in the
regional offices of personnel formerly assigned to program Validation.
. The correct figures are (1) 79 Program Integrity and Program Validacion
.- Specialists, (2) 34 Health Insurance Program Specialists, and (3) 8 other
" personnel. These figures ‘do not include- clerical personnel. -

pPage 12/13--In the first patagfaph, the item dealing with provider cost reports
shoulc read: ''reviews and audits cost reports and medical records from )
{nstitutional providers," The second paragraph on this page is misleading

. {n stating that no ccatact is necessary with the regional office on those

cases resolved through a review of the contractar's inhouse material. The

~© fact is that the jnternediaries and carriers must provide the BHI regional

office with a report of all cases resolved internally showing the nature

of the problem and the resolution. We suggest that the second sentence

be changed to read: )

"When complaints can be resolvad through a review of inhouse
mascrial, the sarermediavies and carTiers must furnish fhe wal
regional office with a report showing the nature of the problem
and its resolution, even though a referral is not-necessary."”

page 16

- {see GAO note 1, pv-64.)

The last part of the second sentence of the first paragraph-—stating that
self-initiated jnvestigations of potential fraud and abusc have been limited-- -
. ignores such self~initiated activities as the Payment Review Projett,

contractor reviews performed -by Program Integrity, and the overall Medicare

‘administrative control system described earlier.
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e affort. The report omits any meation of positive detgrrant valuec of this -~

The girst sentence of the second paragraph places undue emphasts on the’
.. proportion of cases -referred for prosecution, and leads the reader of the
.. geport to believe that this {3 the only result of the program integrity '

" aetivity, of the overpayments which' are recovered as-a result of a complaint = = L T
of alleged fraud, or of the educational contacts that ate smade to insure : Voo
- future billing problems will not occur, ' Coe ) .

* The second sentence of: the second paragraph states that complaints by

beneficiaries appear to be least likely to be referred to the Department

of Justice. This is not borne cut by the statistics on page 19 of the ,
_* report--showing that of the cases submitted to the U.S, Attorney, &1 percent
* gesulted from bencficiary complaints and 41 percent from contractor refarrals, L
. In both the statement and the statistics, GAO apparently did not consider S R L

the fact that a portion of the contractor referrals were initiated by a R T
complaint of a beneficiary to the contractor, Moreover, the two types of o : : -
. cases are very different; the beneficiary complairt is a "raw'" complaint o T
with no development, whereas the carrier referral is a partially developed
case which has been s:reened for error or misunderstanding. In view of this,
ve believe that both the GAO statement and the stazistics are misleading.
end suggest that they be deleted from the report. S '

In the last sentence of the second paragraph, GAO expresses an opinion that
. 4{mprovements sre needed to reduce the administrative effort connected with
. beneficiary comnlaints. CAO may want to clarifv this opinion since it seems ' : !
.to suggest that sowme conplaints should not be investigated. BHI policy has )
been to appropriately investigate all complaints alleging incidents of fraud
_ or abuse. We believe that this policy should continue, T -

" page 18--The third line of the third paragraph states that as of June 30, 1975,
307 cases had been re lerred for prosecution, More current information, shows -
that the number -of reierrals had increased to 578 by June 30, 1976. . Here,
again, however, the reader of the report is led to believe that referral of
cases for prosecution is the only benefit stemming from the program o
integrity effort. . ST T

Page 19--With respect to the statistics cited in the first full paragraph,

we pointed out earlier that GAQ apparently did not- consider the fact that -
a portion of the concractor referrals were initiated by a complaint of a
beneficiary and, moreover, that the two types of cases mentioned are not
comparable; the beneficiary complaint being a "raw" complaint with no - 7.
development, whereas the carrier referral is a partially developed case -
o that has been screenmed for error ov misunderstanding. Thus, we suggest

that these statistics be deleted. : o N

. Page 20--The sentence begfnhing on the third line should be corrccted to
show that a copy of the control, garq,SSA-ZOIA, not & copy of the complaint,

", 4s gent to headquarters.
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Pages 21 and 22--While the {dea--mentioned in the paragraph beginning at

the bottom of page 21--of reducing administrative cffort on the part of
the headquarters and reglonal offices may be desirable, we believe it
ghould be considered when we have established adcquate control of the .

. earriers' handling of their existing program integrity workload.

Page 26--The statement made in the last paragraph of this page--chat
guidelines, etc. had not been issued~~is not correct. In July 1976, BHI
" ydentical Memorandum 76-93 was issued to establish interim guidelines and

- .ptocédu:es between the Office of Investigations aqd Program Integrity.

page 27--The first sentence of this page states, “Fraud jnvestigations by
both the San Francisco and Kansas City regional offices were often inadequate
- glthough Kansas city's recent investigations showed improvement," The
*4mplication is that San Francisco did aot improve. However, GAO did not
examine the more recent cases in San Francisco as they did in Kaasas City
and, thus, the question arises as to whether San Francisco too would have
shown improvement if C:AO had looked at the recent cases there. We think
that the report should be clarified.

‘. The second paragraph cn page 27 states that the sarpling procedures are *
4nadequate and demonstraces this on page 28 with probability statistics

" which may not he applicable. The sample which is done is not, nor is it
4{ntended to bte, a scieatific sample of bills submitted by & physician. It
{8 a biased sample whereby we select a sample of bills which are similar in
Ceharazicr .agavding Lie Lype of service Diited IOT, and proxiﬁicy in tire
to the bill in questicm, Further, we think that CcA0's discussion oversimplifies
the Medicare development process by not considering many judgmental factors
which are involved in every case. For example, if the 10 beneficiary contacts
fail to develop a patterm which indicates fraud, tte physician i3 contacted
for an explanation of the irregularities, If this sxplanation is not
satisfactory in the judgment of the interviewer, additional beneficiaries
sre contacted,

Page 29--With respect to the gi{rst sentence following the table, since
abuse cases are not referred for prosecution, it would be more appropriate
to show the number of fraud cases only--i.e., 22--rather than combine both
fraud and abuse cases. Thus, the report should show that & out of 22 fraud
cases were referred--a considerably greater percentage.

Pape 31--Earlier in these comments, we pointed out certain inaccuracies or
~omigsions in the first two examples on this page.

The last sentence of the last paragraph on this page {s intended to-reflect
the rcason given by Program Integrity officials for the closurc of some cascs.
To morc fully and accurately reflect the reason for the closures, we suggest
that the statement be modificd along these lines--"Program Integrity officials
said that workload pressures forced a conccntration on more promising cases.”
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[See GAO note 1, p. 644

Page 44--In the last paragraph, we ‘suggest that Kansas City staffing with
respect to project leaders be showm, Kansas City has one project leader
with supervisory as well as investigative responsibilities.

Page 49--The last paragraph mentions that the U.S. Attorney was dissatisfied
with the quality of some Medicare cases. BHI would appreciate receiving
information from GAO on those cases discussed with the U.S. Attorncys in
order to determine if they were incompletc.bccausc of an early and summary
contact with the U.S, Attoruney designod to obtain his guidance on further
development. '

[See GAO note 1, P. 64.]
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_I1. - Social and Rehabilitation Service' (Medicald) =

:_CAO Recommendation

thé.Segtetary,nHEﬁ,'shppld direct the Adoinistrator, SRS, to:

" —=dork with the Missouri Hedtcal offictals toﬁérd establishing a more '
active program for investigating Medicaid fraud and abuse. :*inic.

—~-~Fmphasize to top-level California Hedicéid‘dfficialé‘the importance
" of ctiminaligrosecution as a deterrent to Medicaid fraud. :

‘Department Comment . .

"-'We concur. The comments below apply to both recommendations.

The Medical Services Administration (MSA) of the Department's Social and
-Rehabilitation Service has directed its efforts at enhancing enforcement and
prosecutorial activity in all high Medicaid dollar volume States, including
California and Missouri,. :

'MSA's Division of Fraud.and Abuse Cont ol has full-scale reviews underway in 7
. major Medicaid States. ~"In this connection, field work (1) has been coupleted
in three States (Chio, Massachusetts, and- Georgia), and (i1) is 'scheduled to

‘begin (January 77) ia 4 States (Texas, Oregon, Louisiana, and Idaha). The
focus of these reviews is to examine claims of providers who exhibit a high
probability of fraud. These reviews will accomplish four objectives: first,

.. potential violators will be docuiiented and referred to law enforcemeat, regula-

" tory agencies, or peer review groups, as appropriate. Second, State management
systems, policies and procedures will be appraised and recommendations will be
_.made to State agencies where warranted. Third, high visibility of our review
‘-prpqesﬁ,uili‘crgate a deterrent effect. And fourth, information gleaned from
‘the review process will help in determining a realistic estimate of Medicaid |
¢raud and_abuse. During the course of the reviews, California and Missouri
will te advited of the most appropriate means of improving their operations,
‘and technical assistance will be given as needed, The Medicaid program in each
State 1s different as are the organizations to combat fraud and abuse in each
State; therefore, countermeasures for each State should be designed to conform
‘to individual State requirements. Some Siates need- mere help than others.

‘This leads to another initiative, general technical assistance, which is now
taking place in a variety of forms such as joint Federal-State investigations
and reviews, as well as training sessions, exchange of information, provision

of guidance and advice. For example, States attended a seminar in November 76
on the control of Medicaid fraud and abuse. The curriculum included identifi-
:.-cation of poteacial abuse, case development, referrals, prosecutions, deterrents
and much more It also included workshops, panels, and presentations by

highly qualified speakers.
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MSA's Reglonal Fraud and ‘Abuse Control Units have launchéd a massive prograsm .to .
assess State management systems and capabilities. Approximately 15 States wili- . ur”
be studied by December 31, 1976, and the remaining 39 jurisdictions will'be )
studied by June 30, 1977. Corrective action plans will be developed from these
‘agsessments and technical assistance, geared to each State's needs, will be -

"~ . offered.

Other programs in the planning stage are:. development of investigatory and

~ prosecutory handbooks ; ‘training on the use of provider review guides; develop-
ment of additional guides as needed; and the development of a computer progras
to more definitively ilentify probable and potential Medicald prograa violators.

. Finally, the MSA Division of Fraud and Abuse Controi.constantly monitors
existing legislation aad. regulations for effectiveness and appropriateness and -

*  recommends effective 1egulatory changes to support programmatic and operational

heeds{{-Tg.this end, »SA has recently published regulations on reporting that

will facilitate excharges of information with the Social Security Administration

and regulations on fa:toring that will help to elim’nate exploitation and
profiteering.

In summary, MSA's Fraud and Abuse Control piogtams are designed to provide a-
comprehensive nationwile response to the problem. ' : :

II1. Office of Investigations

The Office of Investigations (OI) now has investigative staff in each of the 10
HEW regions and has th2 capability to and is discharging its investigative
responsibilities in all HEW programs including Medicaid and Medicare. Within
the 1imits of staff, cases referred to Ol ere being investigated and indict-
ments, prosecutions, aad convictions are being obtained. . ’

‘01 has successfully aciileved a working agreement with the FBI regarding investi-
gative jurisdiction in HEW cases. OI is participating in an Interdepartmental
Task Force headed by the Deputy Attorney General and promulgated by the Fraud
Section of the Criminal Pivision to set up guidelines, criteria, .and procedures
for the handling of HEW fraud and other "white collar crime' violations.

Target areas and programs are being selected for concenrrated task force type
investigative effort to be coordinated by the U.S. Attorney or a special
prosecutor from the Department of Justice.

Internally, OI is in the final stages of developing a memorandum of under-
standing with BHI, SSA, regarding the criteria for the referral of criminal
fraud cases disclosed by BHI program integrity efforts to Ol for investigation.
The basic agreement is that when sufficient facts have been disclosed to
fodlcate a criminal vieclation of law has occurred and consultation with the
U.S. Attorney is indicared by the facts, the case will be referred to Ol. This
referral is in all cases except beneficiary fraud, which can best be handled
adoinistrarively.
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nory discussions hava begun vith MSA, SRS, regatd;ng'the_refe:rdl o
. . 0% of Medicaid cases when possible fraud 1is _disclose’d by the MSA Fraud and
 abuse Usit of conplaiats of ggaud are raceived by MSA. .

 GAO notes: 1. Deleted comments relate to matters discussed
: in the draft report which are not included in
the final report. -
2. Page references ‘in this appehdik may not cor-
respond to page numbers in the final report.
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£ " UNITED STATES DEPARTMENT OF JUSTICE .
A}5&;f5% o : :WASHINGTbg;ﬁjL‘zMBu;.',i‘ T

Addross Beply to the

‘“ad’::;m"“NNﬁéu.:,- . 'Feb:pa;y 45,l977~, R Do e

Mr. Victor L. Lowe
* Director . S

General Government Division | . '
United States General Accounting Office

" Washington, D.C. 20548 -
Dear Mr. Lowe: .
o N : This letter is in response to your request for comments ' L

on the draft report entitled !Improvements Needed in
Investigations of Medicare and Medicaid Fraud and Abuse."

We agree with many of the report observations and
recommendations. A significant number of them have been
the subject of discussions over the past several years
between our Criminal Division and the Department of Health, -
Education and Welfare (HEW), and the Bureau of Health
Insurance (BHI). Among the areas of concern were the need
for better coordination of Medicare and Medicaid enforce-
ment efforts, need for larger samples to provide assurance
that fraudulent practices are detected, and the need for
more timely investigation and prosecution of alleged fraud
cases, Certain other observations and recommandations
made in the report were also of direct concern to us and
warrant further comment, -

Implenmentation of the BHI proposed ;eorganization'
discuss~d on page 17 and the focusing of HEW investigative -
resources o¢ : e detection of fraud and abuse have been
hindered by s¢veral reorganizations. Now that the
Inspector General legisiation has been passed into law,
we expect HEW will be able to improve and expand its
investigative capability and better coordinate its

Pl hind
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investigative efforts. However, we. do recognize the

possibility that an Inspector General may not be appointed

for at least several months, thereby causing some delay . -

L .  before a Strong, well-coordinated investigative program S . ‘ el
Ye - is underway. L ) . T ) ‘ S

In regard to the use of contractors to screen complaints
. as stated on page 27, it is our experience that contractors

® ;. are poorly.trained and motivated to uncover fraud and abuse.

T . The contractors often employ recent graduates to audit the
providers of the service. ' These graduates are generally
unfamiliar with the regulations and have a greater interest
in completing the audit in a specified time than in :
protecting the program. For these reasons; Wweé would
recommend either de—emphasizing'the contractor's role in -
detecting fraud and abuse or.taking steps to insure their

effort is more professional and vigorous.

We agree with the basic criticism on pages 27-28 that - .-°
the sample size is too small. Rather than the U.S. . R

Attorney spending many days wrestling with material provided

by the investigator that gives meager OT inconclusive evidence

on whether to prosecute, the Criminal pivision prefers that

a sample be secured which is surficient to identify high

likelihood of a sizeable fraud and then refer the matter

to the U.S. Attorney. At that point, the BHI investigator

can work with the prosecutor to determine what further

investigative material is required. In effect, this Is the

approach presently employed, but because of the small sample

sizes, determinations to prosecute often cannot be made

without the expenditure of add:itional time and effort on the

part of both the U.S. Attorney and the investigator. A larger

sample would afford an adequate basis for the U.S. Attorney

to respond to the timeliness oOr the-appropriateness of

prosecutorial'actions and afford him the opportunity to

immediately coordinate his needs with the investigator e
to develop a "solid" case. ’ :

With'respect to the declination of cascs, the develop-'

ment of ifraud cases is difficult and . .:e:0 time-consuming.
In Medicare cases, time has a deleter : - effect on the
prosecutability of the cases, Over t.-. elderly Medicare

witnesses die or tend to forget facts, gecome too ill to
travel, Or move away. For these reasons, the more prompt
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':éﬁd expeditibﬁs the referral, the chance. for successful

.‘:ptosecutibn improves. The reguirement by U.S. Attorneys

- for "recent examples" of the fraud is often a reflection
"of the time-consuming review process -prior to referral.

" We have also encouraged the policy of BHI investigators
working closely with the U.S. Attorneys even before the
actual referral to enable a prompt and vigorous enforce-’

ment effort. : .

One of the récommehdatibns'on page 73 sdggests that. .

the Commissioner of Social Security "enter into discussions

with the Department of Justice ‘directed towards obtaining
more timely decisions on whether. referred-cases will:be

‘prosecuted and assuring thatngdicare's crimjnal sanctions
are uniformly applied, consistént with legislative intent

throughout the United States." This recommendation has

", been in effect for the past 5 years to help expedite

prosecutions. However, as long as there continues to be
a shortage of investigators and prosecutors, delays in
prosecutions are inevitable.

In terms of prosecuting cases, we consider it - T L
unfortunate that the legislation proscribing fraud in the

" Medicare and Medicaid programs provides only for a

misdemeanor penalty under 42 ©.S.C. 1395 and 1396. As a
consequence, the U.S. Attorney is forced to employ the

more general fraud statutes, such as 18 U,S.C. 1001 and
1341. Although we have sustained these charges, it does
create problems with the indictments and more importantly,
it provides an argument for defense counsel that misdemeanor
penalties are all that the Congress really intended.

The report makes reference to some reluctance on the
part of U.S. Attorneys to prosec:..te physicians. This
cornclusion may simply reflect the acknowledged limita- -
‘tions of the audit as stated in the scope of review. To
provide proper balance to the report, we consider it
important to highlight some of the active prosecutions by
U.S. Attorneys of physicians and others for alleged
defrauding of the Medicare and Medicaid programs. Over the
past 2 years, the U.S. Attorney's Office, Rastern District
of Pennsylvania, has indicted 12 Medicaid/Medicare
cases of which 9 cases involved doctors. The uU.S,.
Attorney's Office, Southern District of New York, prosecuted
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“two éhiropféctorsiihAthé cases. of : f(l),Uhitéd States v;ff””“

'”-AJoseph H, Ingber and (2) United States v. Max Kavaler.

"Centra1 District.b£ California

- Office, Northern District of.1
-~ consideration approximately 49
. involving over 400 individuals
" convictions were obtained from
whose sentences included fines
‘nursing homes charged in these
- from the Medicaid prozram, and
lost by the defendants is $600

_ We also want to take this
steps being taken by the Depar

. and make more effective its en
©  Medicare and Medicaid prosecut
the Federal investigative reso
the Medicare and Medicaid prog
when the Federal Bureau of Inv

' During the period 1971-1975, the U.S. Attorney's Office,

, prosecuted seven

‘Medicare fraud cases of which three were instituted
- dgainst physicians. " In addition, the U.S. Attorney’s

11inois, has under.
Medicare/Medicaid cases
and firms. Recently,
four nursing home owners,
totalling $700,000. The
indictments were suspended
the projected revenue
,000 per month, .

opportunity to point out’
tment of Justice to improve
forcement efforts in -
jons. In November 1976, .
urces to combat fraud on
rams were sizably increased
estigation agreed to take

on the joint ‘investigative responsibility with HEW for

these investigations, This in
gative resource has already ha
-the setting up of task force e
. The HEW Office of Investigatio
personnel within the past year
" encouraging its continued ‘expa
to double within the next year
objectives of the Attorney Gen
Committee is to improve enforc
so that enforcement efforts in
programs will be more effectiv
-steps taken in our efforts to

fusion of a talented investi-
d a noteworthy impact in
fforts in several cities.
n has also expanded its
from 10 to 24, and we are
asion. We expect the number -
. Finally, one of the
eral's White Collar Crime
ement methods and techniques
the Medicare and Medicaid
e. As one of a series of
curb suspected program fraud

" abuse, the Criminal Division conducted a 3-day seminar }n

October 1976 in which represen
Assistant U.S. Attorneys from

the country discussed the very
the. GAO report. We believe th
included representatives of th
and the Department of Housing

extremely worthwhile.-

tatives of HEW and 60

the major offices around
objectives set forth in

is confercnce, which also

e Department of Agriculture
and Urban Development, was
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. One of the foremost concerns of the Department of . . ~

oo APPENDIX III - - . . 7 i i APPENDIX IIT -

.» Just1ce is to make an impact oo : ¢ sizable amount of - -
fraud and abuse in the Medicare and Medicaid programs,

" At - recent National Conference 1. Medicaid Fraud and -

"’Abuse, the Department pledged its full arsenal of '

?[L'investigators to helping State officials clean up fraﬁd O
7. and abuse in their Medicaid programs. The U.S. Attorneys . -~ '~
. .throughout the country are gravely concerned with the

" need to protect the integrity of programs and to

. 7 prosecute violators. While there may be differences of

" opinion among professionals as to the. merits of a :
- particular case, we feel comfortable in assuring that

. the U.S., Attorneys are exercising their bést professional
':.Judgment in the handling of cases presented them.

Ve appreciate the opportunity to comment on this
‘draft report.- Should you have any further questions,.
Please feel free to. contact us.

" GAO note:

S'ucerely,‘_

“Cfen E. Pommerenlng ;?‘
Assistant Att-rney Gener ;

for Administraﬁ&@%“ﬁg&ﬁ_'

“ 3

- Page references in this appendix may not corres—
‘pond to page numbers in the flnal report. :
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