If you have issues viewing or accessing this file contact us at NCJRS.gov.

\
EFFICIENCY AND EFFECTIVENESS -0% THE PART B
SECTION OF THE MEDICARE PROGRAM

HEARING

BEFORE THE

SUBCOMMITTEE ON FEDERAL SPENDING
PRACTICES, EFFICIENCY, AND OPEN
GOVERNMENT

OF THE

COMMITTEE ON
GOVERNMENT OPERATIONS
UNITED STATES SENATE "

NINETY-FOURTH CONGRESS
;o ' FIRST SESSION
-

JUNE 13, 1975

Printed for the use of the Committee on Government Operations

i NCJRS
P
il % NOV 3 1930

WASHINGTON : 1975

- -
S Ty
‘ ) ACQUISITIONS
% "
Lo U.S. GOVERNMENT PRINTING OFFICE
4 0



L S TN

COMMITTEE ON GOVERNMENT OPERATIONS
ABRAHAM RIBICOFF, Connecticut, Chairman

JOHN L. McCLELLAN, Arkansas CHARLES H. PERCY, Illinois

HENRY M. JACKSON, Washington JACOB K. JAVITS, New York
EDMUND S. MUSKIE, Maine WILLIAM V. ROTH, Jr., Delaware

LEE METCALF, Montana BILL BROCK, Tennessee

JAMES B. ALLEN, Alabama LOWELL P. WEICKER, Jr., Connecticut
LAWTON CHILES, Florida

SAM NUNN, Georgia

JOHN GLENN, Ohio
RIcHARD A. WEGMAN, Chief Counsel and Staff Director

PavuL Horr, Counsel
PAuL L. LEVENTHAL, Counsel
ELl E. NOBLEMAN, Counsel
D4AVID SCHAEFER, Counsel
MATTHEW SCHNEIDER, Counsel
JouN B. CHILDERS, Chief Counsel to the Minority
BRIAN CoONBOY, Special Counsel to the Minorily
MARILYN A. HARRIS, Chief Clerk
ELIZABETH A. PREAST, Assistant Chief Clerk
HaroLp C. ANDERSON, Staff Editor

SUBCOMMITTEE ON FEDERAL SPENDING Pracrices, ErFrIcieNcY, aND OPEN
GOVERNMENT

LAWTON CHILES, Florida, Chairman
LOWELL P. WEICKER, Jr., Connecticut
WILLIAM V. ROTH, JR., Delaware
BILL BROCK, Tennessee

SAM NUNN, Georgia
LEE METCALF, Montana
JAMES B. ALLEN, Alabama

JOHN GLENN, Ohio
LEeSTER A. FETTIG, Chief Counsel and Staff Director

RoNALD A. CHIODO, Counsel
RoBErT E. CoAELEY, Counsel
EpwARD L. BROWN, Counsel
RICHARD McGOWAN, Minority Counsel
CrLAUDIA T. INGRAM, Minority Counsel
DoucLas M. CUTLER, Minority Counsel
RopERT F. HARRIS, Chief Clerk
CHRISTINE SHERIDAN, Assistant Chief Clerk
DEBRrA P. ALTMAN, Clerical Assistant

(xm

73650

U.S. Department of Justice
National Institute of Justice

This document has been reproduced exactly as received from the
person or organization originating it. Points of view or opinions stated
in this document are those of the authors and do not necessarily
represent the official position or policies of the National Institute of

Justice.

Permission to reproduce this cepysighied material has been
granted by

Public Domain
United States Senate

to the National Criminal Justice Reference Service (NCJRS).

Further reproduction outside of the NCJRS system requires permis-
sion of the copysgist owner.

R it B Famee st n e

e s et

R

T
ﬁw-r/‘

Wi e

gt e e e

- e e

st

st b I
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FRIDAY, JUNE 13, 1975

U.S. SeNaTE,
SUBCOMMITTEE ON FEDERAL SpeNDING Pracricns,
Erriciency, aAnp OpeN GoVERNMENT,

CoMMITTEE 0N GOVERNMENT OPERATIONS,
Washington, D.O.

The subcommittee met, pursuant to notice at 10 a.m., ir
_ ) suant ¢ .m., in room

5110, Dirksen Senate Office Building, Hon. Lawton Chiles (chairman
of the subcommittee) presiding.
B Mle{mbers present: Senators Chiles, Metcalf, Glenn, Weicker, and

rock. ’
dilSetitL;ﬁ nbelmbg_rs Ipresent: Lester A. Fettig, chief counsel and staff

ector; Claudia Ingram, minority counsel; Douglas Cutl inori
counsel; and Robert F. Harris, chief clerk. ¢ s minonity

OPENING STATEMENT OF SENATOR CHILES

Senator CHILES. Today we will begin to look at the efficiency and
effectiveness of the part B section of the medicare program ! which
pertains to reimbursement for physician services.

The impact of the entire situation is magnified in Florida. The
delays are longer, the snafus are more pronounced but I think to some
extent what we say and hear today has national ramification.

The congressional intent on efficient operation of the system is
spelled out In the legislative history of Public Law 89-97:

Overall responsibility for administration of ital i
s‘upplen.lentary health insurance programs 12:3(13; h\?f?%)ﬁt%lhlél Sélggxl}e%%{l; do‘flo}}llgffﬁ;ll‘ly
Education and Wel{are, but State agencies and private organizations opemtiné
under agreements with the Secretary and private carriers or public organizations
Sc]))l(ératmg under contracts with the Secretary would have & major administrative

That major administrative role should not and does not supersede
the ultimate role of the Secretary of Health, Education, and Welfare.
_However,. as I understand the intent of Congress, carriers and fiscal
Intermediaries act on the behalf of the Secretary and the Government.

I recognize that the carriers and intermediaries have detailed and
varied responsibilities such as being involved in the review and
mvestigation of potentially fraudulent claims, being involved in the
review of claims process, and in the coordination of many program
activities at the State level which implicate medicare. ©

! See copy of sec. 302, subsec. (b), ch. 7, Social Security, title 42, U.8.C,, p. 70.
(1)
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The fact remains, however, that the major responsibility of CarrTiers
involves the prompt determination and the prompt payment of
medicare benefits under part B.

Tt was with a feeling of deep concern that this function was not
being properly carried outb that caused this Senator to request &
General Accounting Office investigation and initiate a congressional
inquiry.

The Congress felt, and perhaps rightly so, that private carriers
would offer special advantages that a rigid Government bureaucracy
could not provide. Almost every member of the committee felt the
same way and certaiuly the Tlorida delegation felt this same way.

Yet, some of the lefters T have here seem to come right out of the
files of Government agencies and look like typical examples of Govern-
ment run-around.

There is little doubt that somewhere along the delicate steps that
lead from physician or beneficiaries to and through the carriers
calculations, back to the beneficiary, things have gone awry. And

badly so.

I am aware,
delays are to be expected.
about the many instances o

too familiar to us.
Nine months is an uncommon delay to wait to be informed that

insufficient information has been provided on the form for a legitimate
reimbursable item. ‘

Seven and a half months is an uncommon delay to wait in suspense
because a check has been laying on someone’s desk—forgotten or
misplaced. ;

These occurrences are far too many in number to be lightly brushed
aside. But because they involve the elderly who are often living on
fixed incomes during these inflation-ridden times, the tragedy 1s
unduly compounded. ’

The aim of this committee is to improve the efficiency of the system.
By using Florida as a focal point, it is our hope that reforms will be
instituted that will eliminate costly and cruel delays that are too
often purely unnecessary.

This is one system, one program where every errcr, every delay,
every inefficient action 1s immediately translated into human misery.

In requesting the General Accounting Office investigation of
Florida’s carrier problems, I carefully considered the timeliness of the
request.

Tt is time to demand an investigation when less than 40 percent of

the doctors in a State accept assignment for medicare benefits.

It is time to demand an investigation when a State that’s in the
f average claim processing

top eight in population jsin the bottom two o

time.
- It is past time for demanding an investigation when your office

staff spends three times as much time on claims benefits as any other

single item. .
The many reasons for unreasonable delays cannot erase the justi-

fiable concern of those who suffer the hardships that are caused by
such delays.

just as other committee members are, that simple
We are tremendously concerned though
f uncommon delays that have become all
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There is no question that ' i i 1
: 1at part B of medicare is so uniquel iti
Isjm ares of Government involvement, that carriers shox?ld liasfﬁl:lﬁl;%
GIX esc;n’oafwe of the Government in dealing with the elderly.
de&l%aillIll’spe cflefilzs bh;aéi};l x%llnl(? the General Accounting Office’s report
deals in sp wi orida, the general applications are probably
This committee 1s interest in exposi
o 1‘)1'ov'1ding atteo 1s i sted not only in exposing problems but also
Senator Weicker?

OPENING STATEMENT OF SENATOR WEICKER

%‘?n&tor }WEI‘;;KISR. Thank you, Mr. Chairman
e are here today to take a look at the pr b i i
‘ . problems in the d y
cgis’geneﬁts fundel part B of medicare. I understand that Weewiﬂlgzla};
ses éln&(z)rfg:rﬁ‘ ] gfﬁaﬂ;:o a(;‘ud&ig, ?I?Clc%ll Security Administration and Blue
$i regarding the delays primarily 1 i y
fox;r]ilhyswian 1§er§ncebs in the State 0%7 Flloridzrlly 0 the retmbursernent
roughout these hearings we must keep i i '
_ ' : p in mind that what
axirgi\;(;dellfil:ir& elasuf(lfl g;ctrer?%y Eoml(alellmg human element. The 1i)aen;f
_ . or part B of medicare are the aged {
live on social securit e 500
. y alone. For these people who pay their
iﬁ;gl’c-m}-)le’ ‘a:nd request reimbursement for physioizmlse?rvic{;s1 fr%?g
e I;Se&rll%’fg; ;riistizslgnaped.cm?er, in this case Blue Shield, the prompt
nt carrier is of critical importance. These peopl -
ngn ?gﬁ ;I‘L%ir;}; %play whatsoever. What may be viewed as zlm ol;'c(lair?g?y
§ ieup, or ¢ X b 1 Ishi
fox;r%le e I omputer reject, can result in a real hardship
e status of our Social Security progr
‘ y program and our health program
{lo;vthe aged are a matter of extreme pu%lic concern. Older Allnertijcans
b ei) 1ex1)fc§ec1 efficiency in the delivery of benefits for which they are
Ac%l;l i r?i'strta;iso If;ll:nl'lesé)on51b}llty of the Congress, the Social Security
ﬁtrgi[‘?xpeditiously. d its carriers to insure that they receive these bene-
1e case we look at today is not an enig i
: ok at today I gma to the State of Flor
ié(j&loe, ]'?Zt has larger implications across the country. According t?)ltﬁz
A0 lmulho.n part B claims were processed by medicare carriers
In 197 ti} (zpe, if only 1 percent of these claims are lost or result in
do tlfl 1% n{e delays of 60 days or longer, 740,000 cases would be
af tﬁ e 1 Indeed, from the Florida case, we shall hear that 6 percent
) The claims filed take more than 60 days to process.
theéae qti)elsmons which I have today center around the answers to
corrgcgrt(;)hegflansd 01f delays(,l. I lWﬂl want to know what is being done to
elays and what more can be done. If legislation 1
ot T / . egislation 1s
claﬁ/rlns p)roce ;; .&nt to know what the Congress can do to expedite the
r. Chairman, I know of your standing i ] i
VI 2 ‘ ng interest in this matter.
unfmf;unately have to go to the floor of the Senate at this timglgeziﬁlsg
Zvlf &ze_op.en.mg up early but I hope we get to this. Make no mistake
a0 5& ég} rﬁ;ntgs ngevrcl)ftth%v ar?a:s smcefI have the senior citizens of my
‘ ( g bo YWashington for & 2-week intern y
our senior citizens. In the midwinter, I ask them to 1'aisepll;(l)'%‘f)?&laxrlnsf—(zi
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this is one of the primary ones raised by them so I apologize for having
to leave but I certainly hope we can evolve something from this.
Senator CaiLes. I know of your interest and I thank you for your
statement. The record will stay open for a few days for the submission
of written questions.
Our first witness today will be Mr. Gregory J. Ahart, Director,
Manpower and Welfare Division, General Accounting Office.

TESTIMONY OF GREGORY J. AHART, DIRECTOR, MANPOWER AND
WELFARE DIVISION, U.S. GENERAL ACCOUNTING OFFICE, AC-
COMPANIED BY EUGENE E. TAYLOR, SUPERVISORY AUDITOR,
ATLANTA OFFICE, GAO, AND ARNOLD G. RIFFE, SUPERVISORY
AUDITOR, MANPOWER AND WELFARE DIVISION, GAO

Mr. Argarr. To my immediate right is Mr. Eugene E. Taylor, a
supervisory auditor from our Atlanta office in direct charge of the
work in Florida. To his right is Mr. Arnold G. Riffe, supervisory
auditor, Manpower and Welfare Division, who has duties and re-
sponsibilities at the Social Security Administration.

We are pleased to be here today to discuss the status of our review
of the time required to pay claims under part B of medicare in Florida.

We reviewed the time required to process medicare part B claims
and identified factors which contribute to a lengthy processing time.
In addition, we reviewed the processing of certain claims which were
provided to us by members of the Florida delegation. The discussion
of those specific claims, Mr.”Chairman, is covered in an appendix! to
my statement.

We have not completed our analysis of the entire claims processing
procedure or of the appeals process; but we have substantially com-
pleted our work on the length of time required to process claims to
the point of initial rejection or payment, and our analysis of where
and why delays occur during the processing cycle.

Today we will highlight the results of our review to date.

GENERAL BACKGROUND

The Department of Health, Education, and Welfare [HEW],
through the Bureau of Health Insurance [BHI], of the Social Security
Administration [SSA] administers the medicare program. Section
1842(a) of the Social Security Act authorizes the Secretary of HEW to
enter into agreements with public and private organizations and agen-
cies to act as medicare part B carriers in administering the medicare
program. These carriers are responsible for receiving, processing and
paying claims submitted for medicare part B benefits.

As of December 1974, HEW had contracts with 48 organizations to
perform as medicare part B carriers in 63 areas throughout the United
States and its territories. Carriers are reimbursed by SSA for adminis-
trative costs incurred in performing their functions. During calendar
year 1974, the carriers incurred administrative costs of about $240
million, processed about 74 million claims, and paid benefits totaling
about $2.76 billion.

Blue Shield of Florida has been the medicare part B carrier for the
State of Florida since inception of the medicare program in 1966. In

1 See p. 14.
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calendar year 1974, Blue Shield of Florida received 4.1 million claims,
processed 3.9 million claims, paid $194.4 million in benefits, and in-
curred administrative costs of $15.3 million. The average cost for
processing claims during the last 6 months of calendar year 1974 was
$4.57 for Blue Shield of Florida and $3.36 for all carriers. The claims
processed per 100 man-hours during this period were 155 for Blue
Shield of Florida and 256 for all carriers.

We have prepared a chart, which is attachment 2 ! to my statement,
showing the volume of claims processed in calendar year 1974 by the
10 largest medicare part B carriers and the average claim processing
time reported by those carriers. Blue Shield of Florida ranked eighth
in this group in average processing time.

In 1974, Florida ranked eighth in the Nation in population, but
fourth in the number of medicare part B claims processed. This
disparity reflects both the large number of retired persons who live
in Florida—18 percent of the State’s population is age 65 and over
as compared to 10 percent in the Nation as a whole—and the annual
influx of large numbers of elderly tourists. Under medicare rules,
beneficiaries are required to submit claims to the carrier for the area
in which medical expenses are incurred, even though that may not
be the area in which they reside.

These factors have significantly affected the medicare part B work-
load of Blue Shield of Florida in two ways. First, the carrier has ex-
perienced a dramatic increase in the number of claims received each
year—nearly doubling from 2,127,450 in calendar year 1970 to
4,130,628 in calendar year 1974. Second, there is a large seasonal
variation in the number of claims received. For example, in 1974,
the number of claims received each month varied from a low. of
258,821 in September to a high of 526,642 in December.

In addition to the problems caused by a rapidly expanding workload
and high seasonal fluctuations in workload, Blue Shield of Florida
has been plagued with a high personnel turnover rate. During calendar
year 1974, Blue Cross and Blue Shield of Florida experienced a cor-
porate annualized turnover rate of 48.4 percent, while the organiza-
tional units directly associated with medicare part B experienced a
turnover rate of 65.1 percent. Even more disturbing, the turnover
rate for medicare part B claims examining sections was 77 percent.

One apparent reason for the high turnover of medicare part B
claims examiners has been the fact that they have been paid at a
lower rate than have claims examiners in other parts of the carrier’s
operations. In May 1975, the carrier approved raising the pay of
medicare part B claims examiners to that of other claims examiners
in the organization, but this raise has not yet been put into effect.

One result of the high turnover rate is an excessively high error
rate being experienced by Blue Shield of Florida in its processing of
medicare part B claims.

At the direction of SSA, medicare part B carriers each week per-
form an end-of-line review of a sample of claims processed that week
to identify errors which remain uncorrected at completion of initial
processing. The results of the end-of-line review provide an indication
of the quality of work being done during the routine manual processing
portion of claims processing.

1 See attachment 2 on p. 18.
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The end-of-line review was initiated on January 1, 1974. Resuits
are expressed as the ratio between the number of errors detected and
the number of line items examined. For the period February 1974—
first reporting month—through December 1974, the error ratio re-
ported by Blue Shield of Florida ranged from a low of 0.20 in February
to a high of 0.42 in July. In other words, for every 100 line items
processed during July, 42 errors were made and remained undetected
throughout the claims processing cycle.

The most recent report showed an error rate of 0.33 for the month
of April, during which the average claim reviewed contained about
1.5 errors. Blue Shield of Florida’s error rate was among the highest of
all the carriers.

This error rate affects the program in three ways. First, errors
cause significant processing delays. Second, errors which slip through
the processing cycle undetected may result in underpayments to
claimants who must write in to request a review of their claim and
who will experience another long delay before resolution of their
complaint and ultimate payment of amounts to which they are
entitled. Finally, they may result in overpayments which in all
probability will remain undetected.

CLAIMS PROCESSING PROCEDURES

To facilitiate understanding of the claims processing cycle, Mr.
Chairman, we have prepared a chart which depicts the flow of medicare
part B claims from receipt to initial rejection or payment. This chart
1s also included as attachment 1* to my statement. The major portion
of our audit effort to date has involved the areas illustrated on this
chart,.

Upon receipt in the mailroom, claims are sorted and batched
according to the nature of the claim—such as routine claims by
physicians or other suppliers of health services, called assigned
claims; routine claims by beneficiaries, called unassigned claims;
claims for the cost of purchase or rental of durable medical equipment,
or claims submitted on behalf of deceased beneficiaries. At the present
time there are 18 categories being used to group claims into batches.

After the claims are sorted and batched, each claim is stamped with
a control number which includes the year, Julian date, batch number
and the number of the claim within that batch.

Next, certain information from each claim is entered into the
computer and compared with information relating to the particular
beneficiary which is already in the computer’s address file.

The claims are then delivered to claims examiners who have
responsibility for the particular type of claims included in each batch.
About 80 percent of the claims go to the routine claims examining
section with the remainder going to the special claims examining
section.

Information from the simpler claims reviewed is entered directly
into the computer by the claims examiners. For the more complicated
claims, the examiners prepare worksheets from which information is
entered into the computer.

1 See p. 17.
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If the claims examiner finds that all information necessary to process
a claim has not been submitted, he notes on the claim that additional
information is required.

During processing by the computer, each claim is subjected to
five screens. Failure to pass any one of the screens will cause an error
suspense sheet to be generated and the claim to be placed in suspense
until the question is satisfactorily resolved.

The first screen, which is really two screens in one, tests for edit
errors and reasonable charges. In addition, any claims previously
identified by the claims examiners as being in need of additional
mformation will kick out during the first screen and be held in suspense
until the additional information is obtained—either through tele-
phone calls or correspondence with the beneficiary or provider. Other
computer screens test the claim for correctness of basic data. Claims
failing to pass this series are called transaction rejects. Possible
duplicate payments and cases of suspected overutilization are called
prepayment screens. We will discuss these screens in greater detail
as we go on.

When these computer screens have been successfully passed, SSA
records in Baltimore must be queried, for certain claims to ascertain
the eligibility of the beneficiary and/or the status of his deductible.
This is needed because beneficiaries might be filing claims with two
or more carriers. Thus, information concerning charges incurred
and applied against the $60 annual deductible must be accumulated
at a central location.

After the claim has been fully developed, all computer screens
have been satisfied, and the necessary information obtained from
Baltimore, an explanation of medicare benefits—EOMB—and a
payment check, if appropriate, are generated to be mailed to the
claimant.

_After the initial rejection or payment of his claim, a beneficiary
dissatisfied with the determination may request that Blue Shield of
Florida review the claim. If the beneficiary is still dissatisfied and
the amount in dispute is $100 or more he may request a hearing.

FINDINGS—REPORTED PROCESSING TIME

Reports prepared by Blue Shield of Florida show that in calendar
year 1974 the carrier processed 3,858,535 medicare part B claims;
and that 80 percent of these were processed in 30 days or less; 14
percent in 31 days to 60 days; 3 percent in 61 to 90 days, and 3 percent
in more than 90 days. Thus, although serious delays occurred in the
processing of a small percentage of total claims—94 percent were
processed within 60 days—the number of claims encountering long
delays invclves thousands of people—236,613 claims took over 60
days to process, and 103,766 of these took over 90 days.

Fifty-nine percent of the claims were unassigned—that is, the
claim was submitted by the medicare beneficiary. Thirty-five percent
were assigned claims submitted by providers, and 6 percent were for
the services of hospital-based physicians. Using information in monthly
reports prepared by the carrier, we computed the average processing
time for each of these types of claims.

Our analysis showed that claims for hospital-based physicians were
processed in an average of 12.5 days, more quickly than were the other

A T
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" i 1 ; from a low of 9
two types. The average processing time fluctuated 2 low ¢
days ggring August when 19,814 claims were processed to a high of
16 days during February when 20,403 claims were processed. Ao

Assigned claims took a little longer, averaging 17.8 days. %ral-n
there was a fluctuation in the average processing time from month to
month, ranging from a low of 11 days during August when 1 .15,i71 60
assignéd claims were processed to a high of 26 days in December when

18,695 claims were processed. ' _ ‘
: %nassigned cl&ims have the longest average processing time, averag-
ing 25.6 days. Monthly averages ranged from a low of 17.5 days duriag
March when 185,149 unassigned claiirps were processeddto a high of 37
s during October when 157,519 claims were processed. )
da’BIr‘;lisl::L:mgulative totals for calendar year 1974 show that Blue §}neld‘
of Florida experienced an average processing time of 22.1 days per
claim while processing a total of 3,858,535 claims to initial rejection
or payment.

VERIFICATION OF REPORTED PROCESSING TIME

The processing time reported by Blue Shield of Floyidq to SSA
appears to have been computed in accordance with SSA mnstructions,
and includes the number of calendar days between the Juhar} ‘d{Lte
incorporated into the control number assigned to a claim upon receipt
and the date of the check and/or exglanau({n of medicare benefits
form issued at completion of the processing cycle. _ .

We noted, howe%er, that claims normally are in the carrier’s office
for some period before control numbers are assigned and that somg
period elapses between preparation of checks and EOMB forms a,r_xl
their mailing to claimants. Based on our tests and information &V&lg
able at the carrier, we estimate that a total of about 7 days elapse a
these two stages.

Senator CEILES. Do you mean you could add 7 days onto all of
these times? . i

Mr. Arart. Approximately 7 days, Mr. Chairman, based on our
studies. . r

We also found that two types of claims processed through the pay-
ment cycle distorted the ccmputationdocf Ing)cessmg time to some
degree. These are referred to as setups and deletions. ‘

%& setup occurs when a single claim is divided into two or more
claims for processing purposes. The following situations necessitate
setups: ) ‘

Tﬁe claim includes services performed in more than one calendar

ear; . Y
Y The claim includes charges incurred by both husband and wife;

The claim contains more than 32 line items; or _ ‘ -

The claim contains both routine items and complicated procedures
such as multiple surgery. . o _ ‘ ]

Setljps arepnot prepared until the original claim reaches a cla1m?
examiner. They are then sent back through the front—engl contro
procedures and routed to the proper claims examiner for p}oc%ssipg.
The distortion occurs because g new cpntrol n}lmber—m-cludm‘g ulian
date—is stamped on the setup and 1s used in computing processing
fime when in fact the original claim will have been on hand for some
time.

“d
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In calendar year 1974, Blue Shield of Florida processed 247,600
setups.

A deletion occurs when a claim is initially received, stamped, and
routed to a claims examining section that does not have responsibility
for that type of claim. In these Instances, the claim is returned to the
mailroom, deleted from the computer, re-sorted, given a new contro)
number and started through the system again.

As in the case of setups, these claims will have been on hand for
some period before they are routed to the correct claims examining
area,

The carrier could provide us with records showing number of
deletions only for a 1¥%-month veriod from December 23, 1974, to
February 8, 1975, During that period, there were 10,094 deletions.
It should be noted, however, that the volume of deletions may not
have been as high before October 1974, when current procedures for
sorting and batching claims were put into effect.

Our verification of the processing time reported by Blue Shield of
Florida was based upon analysis of a vandom sample of 1,961 medicare
part B claims processed during calendar year 1974 which was extracted
for us by the carrier’s electronic dats, processing department. We are
satisfied that the program used in extracting the sample produced a
random sample, and Blue Shield of Florida officials agreed that the
sample is representative of claims processed in calendar year 1974.

We verified that the data on the computer printout of the claims in
the sample represented the number of days elapsed between the
Julian data in the control number and the date on the check issued.
In addition, we verified on a test basis the control numbers shown on
the printout to those shown on the original copy of the claims.

DETAILED ANALYSIS OF SELECTED CLAIMS

In our sample of 1,961 claims, there were 377 which required over
30 days to process. In order to learn where and why the delays in
processing occurred, we selected one-half of the claims—or 189 for
detailed analysis. We were unable to obtain sufficient data on three
of the claims to permit meaningful analysis and the analysis of three
other claims showed that they had been delayed for extended periods
at the direction of SSA. Because these extended periods were such as
to distort the results of our sample, we disregarded them. The 183
remaining claims required a total of 9.925 days to proness; an average
of about 54 days. About 76 percent were processed in 31 to 60 days;
and an additional 16 percent were processed in 61 to 90 days.

Processing time was as follows:

Forty-one percent in routine manual processing which includes
recelving, sorting, stamping, microfilming, and examining and en-
tering the claim into the computer for further processing;

Sixteen percent in additional development which involves ob-
taining from  the beneficiary or the provider additional information
required to properly process the claim;

Twenty-eight percent in edit kickouts resulting from computer
screens of such items as reasonable charges, possible duplicate charges,
and the accuracy of the data entered - and

]

Fifteen percent in queries of SSA central files to determine the

beneficiary’s eligibility and the status of the deductible.
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ADDITIONAL WORK IN SELECTED AREAS WHERE DELAYS OCCUR

Since the procedures followed during routine manual processing
have been altered recently as a result of the installation of direct
data entry equipment, we did no additional review work in that area.
Also, since queries to the central files are necessary and required, and
delays in this area generally are outside the control of Blue Shield of
Florida, we did no additional work in that area.

ADDITIONAL DEVELOPMENT

Reports prepared by Bureau of Health Insurance show that in
calendar year 1974 about 19.7 percent of all medicare part B claims
handled by Blue Shield of Florida required additicnal information
before they could be processed. This is almost double the national
average of 10.2 percent. A _

SSA guidelines prohibit a carrier from returning claims to the
claimants, in most instances, requiring instead that the carrier develop
the needed information. The carrier attempts to develop the required
information by telephone whenever feasible. Otherwise, it is re-
quested by mail.

Within our sample of 183 claims which took over 30 days to process,
69 claims, or 38 percent, required additional information—obtaining
the information took an average of about 23 days.

For these 69 claims, an average of nearly 15 days elapsed between
the date the claims examiner requested the additional information
and the date the telephone call was made or a request letter was sent.
Based on observations made during May 1975, we believe that a
similar delay is still being experienced at this point in the claims
processing cycle. . . .

To gain a better understanding of the type of information being
requested when claims are forwarded to the additional development
section, we sampled an additional 250 claims which were being proc-
essed during cur review and which needed additional information.
Our analysis of the 250 claims and the 69 claims discussed above
showed that the additional information requested in about 60 percent
of these 319 cases was either an itemized breakdown of the services
performed and the charges for the services, or a statement of the
diagnosis of the medical condition which necessitated the services.

We believe that the additional information requested by the claims
essminers was needed to properly adjudicate the claims in accordance
with SSA instructions and requirements.

EDIT KICKOUTS

According to Blue Shield of Florida officials, about 35 to 40 percent
of all claims processed kick out of the normal processing flow because
they do not pass one or more of the five computer screens or because
additional information is needed.

In our analysis of the 183 claims, we found that 125, or 68 percent,
had been kicked out of the processing cycle because they did not pass
a computer screen. These 125 claims were out of the processing cycle
an average of 22.3 days because of this action. .

A total of 2,788 days delay was associated with the 125 claims.
Forty-six percent of this time was associated with edit error kickouts,
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23.5 percent with reasonable charge kickouts, 14 percent with pre-
payment screen kickouts, 9 percent with transaction rejects, and 7.5
percent with possible duplicate payments.

The 125 claims kicked out of the normal processing flow a total of
200 times. There were 35 reasons for the 200 kickouts. We analyzed
the circumstances surrounding kickouts for the most frequently
occurring reasons in an attempt to identify changes which could
reduce the number of kickouts and thereby reduce the processing time.

About 12.5 percent of all claims processed kick out as a result of
the edit error screen. We reviewed 225 such kickouts which had been
corrected and reentered into the computer on June 3, 1975, and found
thzg; they had been out of the processing cycle an average of about
10 days.

Edit error kickouts are classified into about 90 categories. Our
analysis of the classification of 320,575 edit errors, which caused
220,299 claims to kick out during the period April 14 through May 30,
1975, showed that 57 percent were attributed to errors made by the
claims examiners or the persons who process the claims before they
are sent to the claims examiners.

We believe that some of these errors could be eliminated by minor
changes in the procedures for initially entering claim information
in the computer—changes which would permit persons entering
information to verify the accuracy of their work and to correct their
errors. Any substantial improvement in the rate of edit error kickouts
is, in our opinion, dependent upon a reasonably stable work force.

We believe that the reviews associated with prepayment screen
kickouts and certain transaction veject screen kickouts are necessary
to insure integrity of the program. Claims disallowed as a result of
these screens totaled almost $3 million in calendar year 1974, and more
than $750,000 during the first quarter of calendar year 1975.

However, the claims in our sample which were kicked out by the
prepayment screen were delayed an average of about 33 days and
those which were kicked out by the transaction reject screen were
delayed an average of about 27 days. Our preliminary observations
are that the time taken to review these types of kickouts can be
significantly reduced by improving physical document flow, but we
have not completed our review in this area.

Our analysis of the kickouts for reasonable charges indicated that
by raising the screen from 75 percent to 125 percent of the allowable
charge, the number of reasonable charge kickouts could be reduced
by about 50 percent and still permit detection of 80 percent of the
errors being detected by the present screen. Personnel of the edit
department had made a similar analysis and had drawn similar
conclusions.

As a result of our joint recommendation to program management,
the reasonable charge screen was raised to 125 percent of the allow-
able charge on May 1, 1975. We believe this change should reduce
total kickouts by about 20 percent.

When information in a line item of a claim being processed matches
information relating to a service previously allowed and paid, the
claim is kicked out by the duplicate charge screen to permit a deter-
mination as to whether the line item in question is a duplicate charge.
Carrier personnel told us that about 35 percent of such kickouts
occur because only the last two digits of the procedure code differ
from those of the code for a service previously allowed, and that in
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almost 99 percent of these cases the item in question is a duplicate
charge and payment is denied.

We suggested to carrier officials that the computer program be
revised to automatically deny payment when all items match except
the last two digits of the procedure code. Such a change should
reduce the number of duplicate charge kickouts by about 35 percent
without a material change in the number of erroneous rejections.
Carrier officials advised us that this change was made effective on
June 2, 1975.

PROGRAM MANAGEMENT

Although we have not completed our work, it appears to us that
the most significant problem facing Blue Shield of Florida with regard
to the time required to process medicare part B claims is the lack of
adequate management attention at all levels to obtaining a satis-
factory resolution of those claims which cennot be routinely processed
in a reasonable time. Management’s attention has been focused on
processing the mass of claims which can be routinely handled with a
minimum of problems, perhaps because claims which take longer than
60 days to process represent a relatively small percentage of the total
claims processed.

We are not suggesting that management’s attention to processing
the mass of claims should be lessened. But we believe that Blue
Shield management personnel should devote greater attention to the
problem cases—the quarter of a million claims which took longer
than 60 days to process last year.

It also appears to us that management has not acted to alleviate
backlogs until they have reached crisis proportions, even though
routinely prepared reports have shown the development of backlogs
at various locations in the process. In addition, we believe that
management attention to improved document flow is necessary to
improve the processing time.

BHI reviews the medicare part B operations of Florida Blue
Shield. In addition, the carrier’s medicare part B operations were
reviewed in July 1974 by a private consulting firm and in January
1975 by a team of representatives of other Blue Shield plans. All of
these reviews identified the lack of effective management as the
basic problem affecting Blue Shield of Florida’s administration of
medicare part B. 4

In April 1975, the board of directors of Florida Blue Shield estab-
lished the position of vice president for medicare part B, and in May
1975, the vice president initiated a-reorganization of medicare part
B operations. This reorganization could help in bringing about the
management action and control which we believe is needed to im-
prove the administration of the carrier’s medicare part B operations.
Another factor which could favorably affect Florida Blue Shield’s
medicare part B operations was the decision of BHI to obtain the
services of another carrier—Group Health Incorporated—to service
Dade and Monroe Counties beginning July 1, 1975. Claims from
these two counties represent about 30 percent of the medicare part
B claims being processed by Blue Shield of Florida.
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Mr. Chairman, that concludes the summary of our work to date.
We will be pleased to try to respond to any questions that you or
other members of the subcommittee may have. Of course, we are
continuing our work and we will furnish a complete report for your
review.

[Attachments to the statement of Mr. Ahart follow:]

58-526 O -~ 75 - 2
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APPENDIX

REVIEW OF SELECTED CASES

Several members of the Florida congressional delegation provided
us with examples of the complaints they were receiving from Medicare
Part B beneficiaries throughout the State.  Although time did not
permit a detailed, in-depth analysis of each case,we did review 12
cases to ascertain the time required to process claims to initial
rejection or payment. We reviewed all data available and analyzed
the problems involved in each of these cases which actually involved
19 claims.

Seven of the 19 claims were delayed from 90 to 182 days because
they involved payments for chiropractfc services. Claims for chiro-
practic services were suspended from processing during the period
October 28, 1974 to December 16, 1974, by direction of the Board of
Directors of Blue Shield of Florida. It appears, based upon the dates
of receipt of the claims reviewed, that é slow-up in the processing
of this type of c]aim_begén in July 1974. This slow-up and ultimate
suspension of processing resulted in a substantial backlog of chiro-
practic claims being carried into 1975 and in long delays in payments
to thousands of beneficiaries.

Blue Shield of FTorida atgributed the suspension to a lack of
sufficient guidance from SSA concerning the definition of a subluxation
in chiropractic terins. Also the carrier was reluctant to hire a
consultant chiropractor because of positions stated by both the
American Medical Association and the Florida Medical Association to
the effect that willing professional association of doctors of medicine

with chiropractors was unethical.
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APPENDIX

In one case, the claimant implied that he had submitted his
claim in Jdanuary 1974 when in fact the carrier did not receive the
claim until January 15, 1975. This claim was paid on May 19, 1975-~
requiring 124 days to process. The claim was in the Special Claims
Examining Section until April 3, when it was sent to the Additional
Development Section. It was returned to Special Claims Examining
on April 29, éntered into the computer on May 1, and kicked out on
that same date by the edit error screen. Six of the 19 claims were
delayed for long periods awaiting development of additional information.
Five of the six claims stayed in the additional development section
over 45 days.

One of the 19 claims took over nine months to process (2871 days).
This claim was in Special Claims Examining from late May 1974 to
early February 1975, with no indication of the reasons for its being
there for that length of time. Personnel of the section speculated
that it had been lost or %isfi]ed. The claimant had telephoned
Blue Shield of Florida on two occasions but apparently no action was
taken to resolve the claim until a Congressman interceded on her
behalf., The claim was paid one month after receipt of the Congressman's

letter.

One case involved two claims which the beneficiary said had been
submitted in July 1974 and for which she said that she had not been
paid as of January 1975. However, one of these claims had been rejected

because it was for noncovered services and the beneficiary had been so

notified in October 1974. The other claim was for chiropractic services.
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APPENDIX

It was paid February 7, 1975, after being subjected to the slow-up
and suspension of chiropractic claims already discussed. We noted
that this claim required-additional development and that it was
kicked out by the prepayment screen because the claimant had claimed
reimbursement for 35 chiropractic visits between August 1973 and
Junie 1974.

One case reviewed took over 7 months to process because of Blue
Shie]a's inability to obtain the necessary additional information.
BTlue Shield requested the information four times but apparently only
the Tlast request reached the physician,

One case invalved four claims, two of which were for chiropractic
services. The remaining two claims were processed in 34 and 15 days
respectively.

In the course of our review we examined data sheets for most of
the beneficiaries jnvolved in the 12 cases. In one case, the beneficiar;

had submitted 24 claims over a 15-month period, and the great majority

of these had been paid within 15 to 30 days. This fact was not mentionec

in the beneficiary's letter to the Congressman.
Another beneficiary failed to mention in his complaint that Blue
Shield of Florida had ~rocessed- 15 claims for him during the past 15

months and that most were paid within 15 to 30 days.

AR P b B s A i
AU o it et
g PR . .

17

ATTACHMENT 1

CLAIMS PROCESSING
MEDICARE PART B

— BLUE CROSS/BLUE SHIELD

v MEDICARE B Mo MAIL FLORIDA

. CLAIM Y[ ROOM

g

’ FRONT
END
CONTROL
)
) . LE
S " ROUTIHE ~§ 'SPECIAL ™ " |ABDITIGHAL DEV]
| | LIvE REQUEST
k DECEASED |} |KICKOUTS

( DIRECT DIRECT DAt .

: DATA DATA *

,; Entry_ | entny RECORDING |*

‘ , . CONPUTER %?AL&(%JI(OUT CORIREG
£ o EDIT PROGRAMS s
N
j EDIT ERRORS —
it Qég%,ié’s‘i”s“m REASONABLE CHARGE RE(SEUDL#SWN —!
V.
2 @  ausacTion REJECTS SEBITATETTHSH N
i " PiPrenay sicreen

) b POSSIBLE DUPLICATION bl RESOLUTION e

e PREPAYMENT
i PREPAYMENT SCREEN — SOREEN p—

REIECT,

PAY

d—1 quERy p———

&

QUERY
IRVESTIGATES

<

CHECK WITH EXPLANATION
OF MEDICARE PART B
BENEFITS SENT TO
BEHEFICIARY/FHYSICIAN

PRSI



POSITION

1

2
3

o Fu,

~NOy

10

18

ATTACHMENT II

TEN LARGEST CARRIERS BASED ON VOLUME OF CLAIMS PROCESSED

IN CALENDAR YEAR 1974

CARRTER
Blue Shield of California

Blue Cross-Blue Shield of Greater New York

Group Medical and Surgical Service (Texas)

Blue Shield of Florida, Inc.
Pennsylvania Blue Shield
Blue Shield of Michigan

Occidental Life Insurance Co. of
California ’

Blue Shield of Massachusetts, Inc.
‘Natiowide Mutual Insurance Co. (Ohio)

The Prudential Insurance Co. of America
(New Jersey)

]Excludes claims for services provided by Hospital Based Physicians.

—_—

CLAIMS

PROCESSED

6,100,048
5,511,034
3,796,921
3,628,551
3,256,325
3,092,170

2,948,503
2,391,294
2,263,981

2,227,963

16

16.
19.
22.
16.
13.

23.
11.
17.

22.

AVERAGE
PROCESSING
TIME
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Senator CurLes. Mr. Ahart, I want to thank you for your statement
and the work that GAO has done in this instance. I think it is a very
comprehensive statement. It certainly seems to cover the main areas,
the problem areas and point out very graphically what some of those
problem areas are. I would like to go through and ask you a few
questions so that I can understand this a little bit better.

I see the average cost for processing claims in Florida is $4.57;
$3.36 for all other carriers. Can you tell me why the Blue Shield gets
a higher cost and who determines that? Does BHI set that forth?

Mr. Auart. I think our source is a statistical report comparing
the average cost as well as the productivity of different carriers,
which BHI pulls together. I think the explanation for the difference
can be found in the productivity indicator, which shows the Florida
Blue Shield processing only 155 claims per 100 man-hours.

Senator CurLes. I am trying to find out the difference between the
cost.

Mr. Auart. It would be the amount of labor going into it as well
as other factors, but the major factor would be the man-hours, which
for Florida was 155 claims per 100 man-hours, as compared to 256
processed nationally.

Senator Crires. So it is because they are producing fewer cases
per man-hour that the average cost per case is higher?

Mr. Ararr. I think that we can relate this to the fact their personnel
turnover is so higl, 77 percent in the claims examining function and
with so many new examiners coming in it will be less efficient than
the typical operation.

Senator CHiLEs. Would you concur, then, judging from the error
rate in the processing time for claims that Blue Shield of Florida
because of its inefficiency is the reason for its costs being 30 percent
higher than average?

Mr. Ararr. Yes;it would be a matter of inefficiency in its operations.

Senator Cuires. The 10 largest medicare B carriers in Florida is
eight from the bottom of that, 10 States? ‘

Mr. Ararr. That is right.

Senator CHines. Florida has been receiving a doubling of cases
from the year 1970?

Mr. Arart. That is correct.

Senator CHiLes. And also has been receiving a seasonal variation.
Those are factors that I should understand by now if it has been
happening since 1970. It is not a surprise it just happened in 1974.

Mr. AmarT. There has been a lot of growth and the seasonal fluctu-
ation would be an annual occurrence during the tourist season and
one that should be anticipated.

Senator Cuires. Did you determine anything about the high
turnover rate, this 77 percent; do you think that was primarily because
of wages paid or were there other factors, or did you go into this?

Mr. Auarr. We are still looking at that, Mr. Chairman. Certainly
we think the wages paid in the examining functions in other parts
of the Blue Shield operation would be a factor in the turnover rate.
We are going to do additional work to see if there are other factors
we can identify as reasons.

Senator CruiLes. What reasons were given for paying the part B
examiners less than the other examiners?

Mr. Asart. They have a system which evaluates and classifies
each job on different factors, the complexity of it and so on. It is
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really the matter of points assigned by the classification people in
the personnel department to the difficulty and the complexity of the
part B examining function. We have not gone behind those factors
to see if they are reasonable. The carrier has approved an increase in
their pay, which has not yet gone into effect, to bring them up to the
pay of the other claims examiners.

Senator CriLes. What are they actually paid?

Mr. Amart. It is a fairly low range of $107 a week to some other
figure. I believe we have that in our backup material. The range for
these examinersis from $107 a week to $145 a week, in comparison with
the regular examiners which was $114 vo $157 a week. So there is
something less than a 10 percent differential.

_ Senator Cuines. Ten percent differential. What was their turnover
in their regular examiners?

Mr. Auarr. We don’t have that figure. The overall turnover is
about 48 percent and with the part B examiners, it was about 77
percent, so it is a fairly large differential there.

Senator CriLes. Can you explain to me how this reimbursement
claims figure that the Government pays to Blue Cross-Blue Shield is
figured? In other words, they certainly put in the wages and salaries
that they pay their employees and they had their other costs and
expenses and overhead added to that by virtue of profit or what they
work on? How is that figured? Can you break that down for me?

Mzr. Auarr. The contract provides for a total reimbursement by the
Government for the part B. This would include the salaries, computer
processing, all the costs associated with that and an appropriate
share of the overhead of the overall organization.

_ The contract itself is presumably a no-fee contract in the sense that
it is cost reimbursement only with no allowance for profit to Blue
Shield as the carrier. I don’t know how more specific we can get than
that. We could give you a breakdown of what is included in the
$15.3 m;]hon in administrative costs for calendar year 1974, if you
would like to have that. ’

Senator Crinzs. I would like to have that but T am trying to under-
stand why it is to Blue Cross-Blue Shield’s advantage to pay less to
an examiner, especially to a claims B examiner, as opposed to another
examiner.

_Mr. Arart. To the best of our knowledge at this point, it was
simply a matter of personnel judgment on the difficulty associated
with the claims examining functions in part B as opposed to other
parts of their operation. This is an area we are going into in more
depth as our review continues to see if we can get a better under-
standing of the reasons why this would occur and why the turnover
rates would be so excessive in the part B examiners’ section, but we
don’t have any further answer on that today.

Senator CrILEs. Is it your feeling based on the high turnover
rate this was the major reason for this fact that there were 42 errors
per 100 line items processed during July?

Mr. Amart. We think this is a very significant factor. We have
all the new examiners there and new people in the operation so their
error rate would be higher than if you had a stable work force where
you have people learning their job and learning how to avoid the errors.
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Senator Curres. How can we determine whether these errors did
result in other payments that have been undertaken?

Mr. AzarT. I think the only way that could be done—and I don’t
know if we have any information on that today—would be sampling
the claims and testing that sample and determine how many were
overpayment or underpayment errors or other types of errors. 1
don’t think we have done that. I don’t know if that information is or
is noo available from what we refer to as the end of the line review.
Mr. Taylor may have some additional information on 1it.

Mr. Taylor says it is available but we don’t have that information
with us today.

Senator CrILes. It would seem if you said 42 percent of 100 line
items had an error, if I was one of those claimants, I would like to
know if that error was in my favor or against me, and I think the
Government would like to know if the error was an overpayment or
not; because if you have that percentage of errors, I don’t think it is
going to average out, maybe 1t does. It seeras to me the people are
being rooked or the Government is being rooked. In any event, that
is not what the process is supposed to do, I think we ought to try to
get some figures on that.

Looking at the monthly averages ranging from a low of 17.5 days
during March, 185,000 unassigned claims for process to a high of 37
days during October when 157,000 were processed does not seem to be
indicative that the number of claims were influencing the average
days because it was a month when they had less claims that they had
a much higher average day.

Mr. Amarr. There is no correlation between the volume of claims
and the average length of processing time. ’

Senator CmiLes. Then it is not just the seasonal variation where
the problem results?

Mr. Amart. It is not all attributable to the seasonal variation.
Mr. Taylor might comment on this. If they do need to bring in addi-
tional olaims examiners to handle the higher workload during the
winter months, that might increase the processing time and the error
rates. That is a hypothetical assumption on my part. There is no
direct correlation for different types of claims and the numbers and
the average processing time.

Senator Crrnes. The time is greatly reduced if it 1s an assigned
claim or done by a hospital physician. So the fact that we have fewer
doctors receiving assignments in Florida, does influence the time his
claim would take?

Mr. AHART. Yes; it is certainly a big influence.

Senator CHILEs. What is the rule in regard to how long a claim
should be in the office before it has a control number placed on it?
You were saying you had about 7 days’ time elapsing between the
time it came in and the time you issued the checks.

Mr. Azart. Actually, the 7 days was the total of two different time

eriods.

P Senator Cuinss. The front end and the back end?

Mr. Amart. Yes, and I don’t have any specific information person-
ally on what would be reasonable. There would be some time before
you get it into the system. Mr. Taylor may have some criteria as to
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what it would be. I guess at this point we would say as short as
possible to get it under control and into the system but I don’t think
we have any criteria on just what that would be.

Senator CuimLes. If you don’t have some criteria, you would not
get a true date figure. As you noted in all the time periods you have
given us you said you ought to add 7 days to it because of this delay.

Mzr. AuarT. Yes.

Senator CriLes. What kind of reason did you get for the fact that
when you were sampling for additional development that the 69
claims set an average of 15 days between the time the claims examiner
requested the additional information and the time that the telephone
call or request was made?

Mr. Auart. Perhaps Mr. Taylor can comment on that. I don't
know if we have specific information or whether we asked the right
kind of questions.

Senator Crires. Did you get any excuse or reason, or is it just
sitting there?

Mr. TayvLor. No, sir, the error suspense sheet that comes out saying
it needs additional development must be matched up with the addi-
tional supporting documentation therewith so the information goes
in a package to the girls who make the telephone calls or to the other
group that would request the information by mail. It does seem to
take them between 10 and 15 days to get all of the documentation
gathered together and presented to the girl who will make the tele-
phone call.

Senator CriLes. They don’t have any control time on that or any
tifmle that you would say this ought to be done within a certain number
of days?

Mr. Tayror. I don’t believe so, sir.

Senator CurLes. Did you examine their training program, what
kind of training program they had for these people? I guess they don’t
have very long if they are turning over 77 percent. They don’t sit
around very long after they have been trained. What kind of training
program?

Mr. Tavror. Sir, we have not locked into it. I understand they do
have a 4- or 5-week training program for these claims examiners but
we have not done any work in that area.

Senator Camrues. In addition to wages, what other factors does
Blue Cross-Blue Shield have in the way of work incentives, for morale
incentives? Did you check into their vacation pay and their vacation
time, their benefits?

Mr. Tayror. We have not done much work in that area, sir.

Senator CriLEs. It was your determination, then, that prior to the
time of the hiring of this new vice president or the creation of this new
vice president that their management attention was just to the fact
that in percentage numbers, the percentage numbers were that most
of the claims were being handled in a routine fashion and they were
concentrating on that. There was no attention to the fact that they
had these quarter of a million cases a year that were taking this
unreasonable period of time? .

Mr. Ararr. I think we would say certainly not adequate attention
to the ones that were problem cases. I think probably there would be a
tendency to take some comfort in the fact that a small percentage of
them go over 60 days and not enough attention given to the fact that
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thousands of people are having claims delays. Wtih the appointment
of a vice president to take care of this area and with the kind of empha-
sis that should be given to these problems, things should improve,
but it was our view and the view of other people who reviewed it
that there was not adequate management attention being given to these
kinds of problems.

Senator CurLe», Thank you very much. We look forward to the
other development and we will continue to be in touch with you in
following up on this and we appreciate the work you have done.

Our next witness will be Mr. Thomas M. Tierney, who is the
Director of the Bureau of Health Insurance for the Social Security
Administration.

TESTIMONY OF THOMAS M. TIERNEY, DIRECTOR, BUREAU OF
HEALTH INSURANCE, SOCIAL SECURITY ADMINISTRATION,
ACCOMPANIEDR BY DOUGLAS RICHARDS, DIRECTOR, ATLANTA
REGIONAL OFFICE

Mz. TierweY. I am delighted to be here this morning, Mr. Chair-
man. I have with me on my right, Mr. Douglas Richards, who is the
head of our regional office in Atlanta, in whose region is encompassed
this operation. I have prepared a statement which has been filed with
the committee.

Senator CuiLes. Your statement will be included entirely in the
record at the conclusion of your testimony.

Mzr. Tierney. There is so little that I can add to what has been
said, there would not be much point in my reading the statement,
so I would like to ask that it be put in the record and I will make a
couple of comments.

Senator Cuires. It has been.

Mr. TiernEey. I will comment on a couple of the problems we
have seen in Florida and then I would be glad to respond to any ques-
tions you might have.

Let me start out by saying, Mr. Chairman, from what you have
already heard and I know from your own interest and background in
the past, medicare is a very complicated program. I think it has been
a tremendously successful program in many ways, but it was probably
the first massive effort to enter into whole new areas of health care and
the mechanisms of paying for health care that had ever been under-
taken in this country, and certainly in the beginning there were a
lot of headaches. Things are improving and things I would dare say
even in Florida are improving.

Senator CuiLes. No, sir, don’t dare say that. Don’t dare say that
because I don’t believe you can dare say that in: Florida yet.

Mr. TiernEY. I would say that I think things in Florida, and I
think Mr. Ahart would agree, have for the first time the potential
for improving, and that is because of the things he stressed but the
one factor perhaps he did not put sufficient stress on is that 30 percent
of the entire Florida part B medicare claim load will be transferred
to a new carrier on July 1. That is about a million claims in perhaps
the most difficult area of Florida from the standpoint of securing
assignment and this type of thing; so if I said improved I misspoke
%yself. I think there is a real promise that things will improve in

Florida.
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Let me make it clear, Mr. Chairman, we have been probably the
greatest critics Blue Shield has had and I am rot here in any way to
defend them.

I think there are one or two things you would want to know about
their performance and costs and particular problems as we have
viewed them. . .

You raised a question for example about the hospital claim. I
think the one element left out of the GAO response to that we: this
assignment situation. Assigned claims are very much easier, as the
figures indicate, to process. They are prepared by doctors’ secretaries
and they are well done with few errors and they go through fairly well.
Those prepared by hospital bookkeeping departments are perhaps the
best and they go through very well. An unassigned claim is usually
one prepared by the patient himsell or herself. Usually it contains
a large number of errors so there is a correlation between the overall
figure of claims processing and the assignment ratio.

I want to make one further thing clear to you which maybe was not
clear to you. You first indicated there was a payment by the Govern-
ment of all of the costs of the operation and then some plus for profit;
there isn’t any plus for profit. It is a pure cost operation subject to
audit not only by the HEW audit agency but subject to audit by GAO.
So there is not a profit in the situation. .

Other than that, I think what the General Accounting Office found
is what we have found and what Mr. Richards’ people found and what
his representatives have found. That, of course, led up to the Secre-
tary’s acceptance of our suggestion that a very significant change be
made.

Senator Cmwues. Tell me for my information, then, how you do
determine what costs you will pay to any carrier? _ _

Mr. TierNEY. In the first place, it is not on a prospective basis or
bid basis or prenegotiated rate. It is a retroactive cost. At the end of
each year they file a very detailed line item cost report which we then
review, audit, and they are reimbursed to the extent their costs are
reasonable. If there are any costs which are unreasonable or any al-
locations which are inappropriate, they are not paid; but it is a resualt-
ant figure, Mr. Chairman, rather than a negotiated figure, a prospec-
tive figure. _ :

Senator CuiLes. Then the costs that they pay their examiners are
part of the cost that they then pass over or that they report to you?

Mr. TierNEY. Yes, sir.

Senator CruiLEs. And in turn are reimbursed for?

Mr. TrerneEY. Right.

Senator Cumnes. Do you set any rate as to how much they can pay
their examiners? _ _

Mr. Tier~eY. No, sir. We do not set a rate. If there is an excessive
amount, an unreasonable amount, it would be subject to question
and reasonable for any other portions of their expense but we don’t
set any minimum amounts that they must pay. This has been in
keeping, Senator, with the philosophy of the Congress and the whole
production of medicare—to the extent possible the Government is

to look to the private sector to do this administrative processing job
for it and the Government’s responsibility is to see to it that it be done
well and that the costs be reasonable but that it not try to interpose
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its managerial judgment on the judgment of the organizations in-
volved. So we have not set minimum wage or anything like that.

Senator CuiLms. You say that you think benefits are going to
result by the fact that you have taken approximately 30 percent of
their claims and given them to another carrier. Why, primarily?

Mr. TierNey. Primarily, Senator, because Florida simply has
never been able to get on top of its claims load. It has had this kind
of backlog of claims almost from the inception of the program. We
have had very similar situations in other States. California produces
the most claims of any State in the Nation. It was carrying a load
that would seem simply impossible to ever get on top of. There were
14 counties in California that turned from Blue Shield to Occidental.
That reduction of a load to a manageable amount vastly improved
the operation out there. The same thing is true in seven or eight other
contract areas. We think in reducing the load, maybe at last they
will get on top of it.

Senator CriLgs. I see Blue Shield of California is handling 6,100,-
000 claims with an average time of 16.1 and Blue Shield of Florida,
has 3,628,000 with an average time of 22.7. So, here you have double
the number of claims being handled by a carrier, Blue Shield of
California, and they are doing it in 16.1 days, and I look at the figures
that GAO has developed for us and they don’t show any correlation
between the seasonal variation. They do better the more claims they
have and in a shorter number of days. It seems to me once the seasonal
variant is a known factor, the first year, yes, but the seasonal varia-
tion in Florida as well as the growth is a known factor. That has been
a management variant that should be compensated for.

Mr. TizrneY. Thereis no question about it that management varies
from very good to perhaps acceptable in the intermediaries across the
country. You can’t look just at time, Senator. California, I believe,
and I would like to correct this if T am wrong, has the highest assign-
ment rate in the Nation. They, therefore, have very good clean claims
coming in that are quite easier to process than Florida who have among
the two or three lowest assignment rates in the Nation. That is not an
excuse but it is something you can’t ignore either. It makes a tremen-
dous difference.

Senator CaiLes. Under the recent report of the Secretary of HEW,
the Advisory Committee on Medicare Administration did not recom-
mend any changes in the Government’s policy as to the use of private
carriers. Among the reasons given for that was, one of which the part
B in medicare 1s uniquely sensitive as an area of Government involve-
ment in the practice of medicine and if private carriers which were
long accustomed to working with physicians were more likely to enlist
the physicians’ cooperation in support than a Federal agency. Accord-
ing to the Office of Research and Statistics in the Social Security
Administration in the December 1974 report, the assignment rate fell
from 64.6 percent in 1970 to 56.9 percent in 1973, and in Florida at
the end of 1973, the assignment rate was only 35.9, way below the na-
tional average.

It does not look like the private carriers are doing the job we antici-
pated they were going to do.

Mzr. TierneY. [ don’t think we can attribute it solely to them.
The most important thing about the assignment rate going down is
the constant restriction of what was at one time almost an open
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check—pay whatever the doctor sent in. The Congress said let’s
pay customary and prevailing fees, whatever the doctor’s customary
fee was so long as it was not higher than other customary fees and
I understand they are quite high in some areas.
Every year since the program started, there has been some restriction
brought into that picture and understandably so because it was just
running out of hand. There were some years when fees for physicians
were frozen under the Economic Stabilization Act. This year we will
be putting in a fee adjustment but based solely on a new index. I
think the lowering of the assignment rate, if you were to inquire of
professional medicine, at least that is what they tell us, is that they
just find the payments increasingly unacceptable. As you know, when
they take an assignment they have to agree that that is it. They take
that fee and they can’t collect anything from the patient, so that is
the real background of why the assignment rate has gone down.
Senator CriLes. Has the Social Security Administration established
a ratio between the delays and delivery of benefits and the assignment

rate?
Mr. TigrneY. I am sorry I don’t understand you.

Senator CuiLes. Have you set a ratio between the fact of where
there is an assignment and where there is not and what should be a

reasonable timespan between the two? ‘
Mr. TierNEY. We have figures on what they are, Senator. We

have not set what they must be.

Senator CuiLes. Do you have any kind of range that you would
consider to be the norm or what you would then look at a carrier if
they were not meeting, but if there is a physician in-house in a hospital
it ought to be done with. an average claim being handled with z
number days and 1f assignment it should be handled within z number
of days and if there is no assignment, it ought to be handled in z
number of days.

Mr. TierNeEY. We have those figures, Senator. I am not trying
to quibble. We have them as a result of the improvement and enhance-
ment of the program, computerization of the program and therefore
established goals. I don’t want to say to you that we have said that
a hospital-based physician claim on an assignment must be handled
in 3 days. We have not said that.

Senator Crires. I am just asking if you have something in your
shop when you say the State of Florida or the State of Connecticut
or some other State that they are coming up within certain days
that you have some guideline to send somebody out there to find
out what in the hell is happening.

Mr. TrerNeY. We have that on a monthly and quarterly basis
on assignment rate, unassigned, cases received, how many queries,
how many rejects, average processing time, how many over 15 days,

how many over 30 days. We have a mass of data I would be happy
to supply the committee, Mr. Chairman, and from it we can certainly
detect here is a situation where something is wrong.

Senator CriLes. I am not exactly looking for the massive data.
I am looking for the guidelines or average things. '

Mr. Tigrney. I think if T were to supply you with one of our
quarterly standard reports you would find virtually every aspect of
their operation, each area’s operation is reflected in those reports
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head when they get $15 million into their operation, certainly you
ought to help them in what their other operation is going to be in
reducing that overhead, and that has to be the same thing as profit
because Blue Cross-Blue Shield, like any other carrier, Prudential,
or the rest, they are not taking 1t on just to be taking it on. That is
not the way things work in this country, I don’t think. We don’t
want them to work that way. I think there has to be some reason
they are doing that. Maybe we don’t use the term ‘“‘profit’”’ but I am
sure it helps the other side of their operation.

Mr. TierNEY. No question about it.

Senator CuiLes. That is the feature in helping the other side of the
operation that has an incentive and that is why others are doing it.

Mzr. Tier~nEY. Blue Cross and Blue Shield have a unique situation.
They have to be in the business—they have to be in the business.
Nevertheless, there is because of the ability to have a larger computer
capacity, for example, to allocate portions thereof appropriately to
medicare, there are, if you want to call them profits, there are good
features which accrue to a medicare carrier or intermediary.

Senator CuiLes. Again, I think part of our problems at all times is
I am sure we are delivering services better. I don’t take issue with
that, but if you look at those figures, if you look at them from where
we were, sooner or later though somebody has to face this quarter of
a million people in Florida who are facing these delays. You listen to
them and they become a little different thing from a 0.00 statistic.
They become a human being who many times have no other source
of income, sitting there waiting every day for that check to come in.

Now, a person with pride, he does not want to be dunned or become
unable to pay his bills. That is all they have to think about and it
just drives them wild. To them they don’t think the system is working
better. It is just kind of the worst affair that can happen in their lives.

Mr. Tierney. I totally agree, Senator. The Social Security Ad-
ministration of all agencies of Government has demonstrated an
interest throughout its existence in providing people with what they
are entitled to. Our goal is to pay every time as fast as it can be done,
obviously. We have come some of the way and we have a way to go
to getting that done.

There is one other feature that is so obvious that I hesitate to bring
it up and that is processing time alone is not a criteria that the
Government can stand by. If you go to an extreme, if you take every
bill that comes in and send out a check that afternoon, you have a
problem, and that would be a totally irresponsible operation.

Senator Cmuies. I agree with that.

Mr. TrernEY. There are all of these fool things and it is very
difficult, and you have to remember the doctor has a very big thing
going in this. If we had a 75 percent assignment rate in Florida, I
think you would find there would be many more satisfied medicare
beneficiaries in Florida. There is no way to force that.

Senator Crires. I think we still have to work within the realities of
what we do have in Florida or California or any of these other States.
The realities are even though we don’t have that, we are not getting
the kind of time we should be getting. You are right in processing
time alone but what that information tells us on just processing time,
and that tells us 40 errors in 120 items, that is not just processing
time—that scares me to death.
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Mr. Tierney. T don’t want t i
. o sound defensive on every point
Those 42 errors are part of the system we set up which novgrr c%ulrrllts:
%}ny error as a reportable error. For example, if one of the numbers in
’ ﬁe z1p code is wrong, it 1s an error. If one of the middle initials of
'de. person 1s wrong, it is an error. Up in New York we got into a
ridiculous situation where if people sent a claim to New York City
1ns.t%ead_ of the Bronx—that was counted as an error. We are now
perfecting that system so that those errors which do have s dollar
1mpaclt, which do show there is 8 mistake that has been made, that the
}clase sblould or should not have been paid and should or should not
ba,ve been paid in this amount will be reflected and you get a much
ette}z; picture. Forty is still too many. There are those who say if
I);g;l m{gg % }%é)od sys’%?mtyou should catch every error, but the 42 does
' re are that many signifi thi 1
msong Py co(gmted o that M y significant errors. Everything that is
enator CuiLes. In evaluating carrier perf i
] _ g car beriormance, the committ
W&S concerned that private utilization might discourage eﬁicierllcigg
31{2 atg(()lsgoiaévmgsl Inh essence, the committee said monopolies were
orented rary vo the spirit of free enterprise. Would you comment
Mr. TrerNEy. I think that was reall 1
y . g Yy not a recommendat;
comnﬁlttee report that any change be made in that, Thereloga(;f ;ﬁ:
}Iil.engﬂ?r of the committee who felt strongly that a doctor should send
Is 0 S to any carrier in the country and that that would somehow
ﬁlee&W?) u(ﬁmpetathtr;l.ti[lf he %Vvanted to send it to one in Washineton
A send 1t there. We don’t think that is administratively
g%?ls]lglﬁea%dovze t%unlli thfe only incentive for sending claims elsewﬁgl%r
. . et a higher fee or get it pai 1 1
1st§at1vely geba b fge - get 1t paid faster but it would be admin-
enator CriLes. Has HEW or SSA taken i
> . internall
ouﬁlde rlgonsulta,n%% to consider possible removal of thias‘f’y or through
r. ITERNEY. We are turning Dade C :
new carrier. That means the docgtors. ounty, Flo. over to a whole
%enator O}gLEsl. Yodu are splitting the territory.
ave you developed or considered developi
op§111 cgl‘mpetltlonlamong the carriers? Ping & plan o encourage
ir. TIERNEY. You can’t have open competiti
. T petition as long as the 1
fjgsc ;12’ gv;llkbebddcme on a no-profit, no loss basis—in ogther Worf:IL;V
N 2
e ¢ ake bids. One of the things we have labored on for a long
Senator CarLes. You could com ici
JH. . ete on efficiency. Y
as l\t{? thqe: original 1%ha,rg& as ag&insf efficiency. Y- You can compote
. LIERNEY. Not ahead of time, you can’t. You can t
. : ) . ake a1
glflte_nfx ards and say this outfit did a,’much better job than you a,(l)l%k
| elle Oré, we are going to replace you with that outfit and that
t1_as appened in eight or nine places. But you can’t get a bid ahead of
nnsz lff;zm scgmeone ghat 1they will process all claims in 6 days
or CHILES. You have two or three companie it g
Poi/zILls i&c‘) take OV%lDaC1e and Monroe Oountie£ ies submitting pro-
I. LIERNEY. Lhat is right, and they gave us their best esti
stimates
as to hox‘zv they would operate and whether they would bring in a
X)mIpL}tel and do it right there or do it on their home office computer
sk recall, Prudential, Equitable, Travelers, Blue Cross—wae had to
maxe an educated evaluation of which seemed to have the greatest
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promise for doing the job both on the basis of what they proposed

to do and their past record as carriers. There was no bid. Statement of Thomas M. Tierney

Senator CHiLEs. In a way you would say you competed with that | - Director of the Bureau of Health Insuran
e ator O cont1'acp? . , » Soclal Security Administration DHEW °e
Mr. TiernEY. I don’t think they would agree we competed it. Those : pefore the ,

Subcommittee on Federal Spending Practices,
Efficiency, and Open Government ‘
Committee on Government Operations
Unlted States Senate

who did not get it would not agree we competed. We sure tried to
make our best judgment of which one of these organizations had the
greatest promise of relieving the Florida situation.

Senator CriLes. Maybe I don’t understand it then, but I would
think if it were one of those companies I would consider myself to be
in competition with the other companies to get that agreement.

Mr. TIERNEY. Thaté1 is ri%ht,1 bui;; t}(liey dicll not say (fve could procesls1
these at 12 cents, and so forth. Prudential proposed to operate—a e T Mr. Chairman and M )
the claims would go up to their computer center in New Jersey. That i embgrs of the Subcommittee:
kind of thing went back and forth and our systems people had to try
to come to some judgment as to which one had the best promise of

e Ea L S

I appreciate the opportunilty to discuss with you the

success. e - ; |
Senator CrrLes. I appreciate your being here and indulging us. We i o | administration of the Part B Medicare program, particularly

are trying to learn something about this. I hope to learn a little bit @ ;
ymg g P with respect to the Subcommittee's interest in the problems

more about it. I do know that it is not something that is easy and

simple or something for which anyone has perfect answers, but I in the State of Florl
continue to reiterate when you see the hew and cry that goes up from : rida. These are problems which have been
these people and you see the real plight that they are in, I think it : created in part by the unique characteristic of the Medicare

has to dictate that we all have to do a better job to try to see that ,
they all get better service on their claims. :
Mr. Tierney. I could not agree more, Senator, and we certainly A
welcome your interest and we are well aware of your concern and I ' the State of Florida.
would want you to know that any and every bit of information that
we have is totally available to you and we would be glad to help you
in any way we can. I know you are sincerely concerned and want to :
7 C
iilizr)llgve the program. I hope you feel that we want to do the same ) Accounting Office to make a review of the Flopida situation
Senator Crires. Thank you.
[The prepared statement of Mr. Tierney follows:]

beneficiary population and suppliers of health services in

e

I am aware of the request of the Subcommittee to the General

e

o However, I have not yet recelved a copy of the GAO interim

report and, therefore, may not be able to respond to any

NSO PR

specific findings of the study in my meeting with you today.

] :
| J . As you know, in the administration of the Part B program the
4

day-to-day operational work of the program is performed by

carriers, such as Florida Blue Shield, which has administered

the program in Florida since the beginning of the program in

-1966. The carriers have the administrative responsibllity for
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i 2
receiving and reviewing claims for covered health services
and making payments to the beneficiary or, in the case of
assigned claims, to the supplier of the service. 1In its
role of monitoring the administration of the Part B program,
the Bureau of Health Insurance of the Social Security
Administration maintains a comprehensive Contractor Inspection
and Evaluation Program which is the responsibility of its
regional representatives. This program consists of a

continuing surveillance and assessment of the effectiveness

of a contractor's operations.

In addition to the inspection and evaluation program, we

have other measures to monitor the performance of carriers in
three basic areas: cost, timeliness, and gquality. Admin-
istrative cost and timeliness of workload processing are
reportéd and analyzed on a periodic basis. A quality assurance
program to determine the extent and type of errors in claims
processing has recently been implemented. Through these
measures, we try to identify problem areas and to work with

the carrier to correct any deficiencies which may develop
before considering transfer of jurisdiction or nonrenewal

of the contract.

The administration of the program in Florida has long been

of special concern to us as a number of problems manifested

themselves.

A very large number of SMI enrollees reside in the State: some

1.1 million aged and 66 thousand disabled as of October 1, 1973.
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Florida Blue Shield, as sole Medicare carrier in the State,
has been handling a continually increasing claims load as the

Medicare beneficiary group grows with more retirees moving

into the State.

As an illustration of the claims workload processed by Florida
Blue Shield during FY 1974, this carrier processed over

3.5 million claims-~-the fifth largest workload in the nation.
This represented a 23 percent increase in claims workload

over FY 1973, A 16 percent increase is projected in FY 1975

over 1974.

The problem of claims volume is further augmented by elderly
vacationers, many of whom are in Florida for extended periods

during the winter months.

Under the Medicare law, a beneficiary requiring a doctor's

care in an area away from his home State must file for his
benefits in the State where he receives care. This regulation
places a heavy burden on the carrier in coping with the seasonal
fluctuations which occur in Florida. Four counties in the

State of Florida, for example, have over one million visitors
each during the year. This produces a claims increase during
the winter months experienced by few other Medicare carriers.
The increasing workload and the seasonal nature of the claims
submission to a single carrier have created problems in the

State resulting in claims processing delays. As the pending
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claims workload increased, beneficiary dissatisfaction grew
until in July 1974, Florida Blue Shield reached a peak of

55,000 inquiries from beneficiaries awaiting reply.

In view of this situation, and the predicted future growth of
Florida population, the Secretary concurred in our recommendation
to transfer approxiﬁately 30 percent of the workload of Florida
Blue Shield to a second carrier. Accordingly, on March 4, 1975,
the decision was announced that effective July 1, 1975,
responsibility for administering the Part B Medicare program

in Dade and Monroe Counties of Southern Florida would be
transferred from Florida Blue Shield to Group Health Incorporated
(GHI) for services received on and after that date. It is
estimated that Dade and Monroe Counties presently account

for about 30 percent of the total Part B claims volume in
Florida, and about 25 percent of the State's age 65 and over
population. This area is probably the most complex and difficult

area presently administered by Florida Blue Shield.

Group Health Incorporated, which currently administers the
Part B Medicare program in Queens County, New York, will

establish a claims Processing operation within this jurisdiction.

In making the selection of Group Health Incorporated as the
replacement carrier, the Bureau carefully reviewed both written

and oral proposals from Equitable, Group Health Incorporated,
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Metropolitan, Prudential, and Travele;s,‘all of whom it was
felt, from their past performance record, had the potential

to assume the additional responsibility.

Group Health Incorporated was selected as the replacement
carrier because of its highly favorable ranking on elements of.
past performance, unit cost, and ADP capabilities, as well as

on the merits of the proposal submitted.

The preparations for transfer of jurisdiction have been proceeding
smoothly to date and it is anticipated that Group Health
Incorporated will be able to assume its responsibilities on

July 1, 1975, as scheduled. Both carriers have been making

every effort to assure the success of the transfer and have

been cooperating to the fullest extent in exchanging data

and meeting deadlines.

It is anticipated that by shifting this significant portion of
the workload to Group Health Incorporated, Medicare beneficiaries
will receive faster and more.effiqient service. We will,
however, continue to watch the situation closely and be

prepared to take whatever actions are necessary to improve
service to the Medicare beneficiaries in Florida. Essentially,
the provision of adequate service to the beneficiary is the
principal objective of our administration of the Medicare

program--not only in Florida but throughout the country.
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Our next witness will be Mr. W. J. Stansell, senior vice president,
Blue Shield, Inc. of Florida.

TESTIMONY OF W. J. STANSELL, SENIOR VICE PRESIDENT, BLUE
SHIELD, INC, OF FLORIDA; ACCOMPANIED BY MESSRS. DAN

LEWIS AND NATHAN E. OPLINGER

Mzr. StanseLr. Mr. Chairman, thank you for this opportunity to
appear to testify.

On my right is Dan Lewis who is in charge of all claims operations
in Florida and Blue Cross plans that pay over a billion dollars in
benefits each year.

Also with me is the now famous, at *his hearing at least, the new
vice president of medicare part B claims, an operation which pays
about $200 million a year.

Senator Cmires. I did not hear the gentleman’s name.

Mr. OpriNGgER. Oplinger.

Mr. SranseLL. We are from Blue Shield of Florida, organized not
for profit under a special enabling act under the 1944 Florida Legisla-
ture. Qur governing board consists of 21 business and professional men
from all geographic areas of Florida. On behalf of them and our 3,700
employees, I can assure you we are involved in all medicare needs for
the single purpose of providing a high level of service to all Floridians
and Florida’s visitors for whom we have a contractual obligation to
provide health care benefits.

At the invitation of the Department of HEW and upon the urgings
of the Florida Medical Association we entered into a contract in 1966,
the beginning of the program, to administer medicare part B for all
beneficiaries receiving care in Florida.

As has been previously mentioned, our volumes are varied. Our
medicare receipts were about 40,000 claims each. In 1975 it has more
than doubled to about 100,000 claims per peak.

As has also been mentfioned, of course, there are seasonal fluctua-
tions in volume, recognizing Florida as the fastest growing State in the
Nation and our over-65 citizens are increasing at even greater rates
than we projected, 10 million population by 1982, with another 2
million eligible for medicare. In view of this, we expect similar rises
in claims volumes in the next few years.

Today, because we only received our formal invitation on Monday
of this week and, too, since we have not reviewed in detail the testi-
mony today, we have listened carefully, noted specific concerns ex-
pressed by you and your colleagues on the committee and the previous
witnesses today and, with your permission, Mr. Chairman, it is our
desire to prepare a full response for later entry into the record.

[The material referred to follows:]
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STATEMENT OF BLUE SHIELD OF FLORIDA, INC
submitted by W. J. Stansell, senior vice presidént 7

Blue Shield of Florida, Inc., appreciates the opportunity
to submit for the record comments on the testimony presented on
June 13, 1975, before the Senate Subcommittee on Federal Spending
Practices, Efficiency, and Open Government, Committes on Govern-
ment Operations, regarding operation of the Medicare Part B pro-
gram in the State of Florida. Our comments are in three sections.
Part I discusses some of the significant general points raised during
the course of the hearing. Part II respon@s briefly to some tech-
nical points raised during testimony by the General Accounting
Office. Part III consists of recommendations for improvements

regarding the Part B program itself, as requested by Senator Chiles.

Part T

In our testimony before the Subcommittee, we stated our high
regard for the competence and objectivity of the GAO Audit Team
investigating Medicare Part B claims processing by Blue Shield of
Florida, Inc. It is not our intention to rebut or correct the
testimony by GAO, but to add additibna] information and, where the
current situation differs materially from that which existed during
the 1974 period that was studied, to present more recent information.
e have no intention of evading responsibility for problems which
may exist or have existed in the past, but we think it is considerably
more important to focus our attention on the present and future than

to dwell on what is behind us.
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Management and Organization

The problems on which GAO reported have concerned the management of
Florida Blue Shield for some time, and we have initiated several reviews
of our operations by consultants and outside groups with experience in the
processing of Medicare Part B claims. As a result of their recommendations
Medicare Part B operations have undergone a major reorganization wfthin
the past several months.

-—-A Vice-President has been appointed for Medicare Part B,
in order to ensure that Medicare Part B matters receive full-
time attention at the corporate officer level.
---Virtually every manager within the'operation has been
reassigned, in order to make better use of available
talent, and new managers have been or are being brought
in from other departments.
---New managerial positions have been created and staffed,
in order to assure a sufficient depth of management that
planning and control functions are not shunted aside due
to the press of everyday problems that Targe and rapidly
increasing volumes generate.
———Pre]iminary goals have been established that commit the Part
B management team to a level of performance, by the end of
FY 1976, that is as good as the national average on available
(Our ability to match the national average cost per

indices.
claim, however, will depend to a rather Targe extent on the
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Recognizing the validity of the comments by GAO, and the problems
created for beneficiaries whose payments are delayed, we will deal more
effectively with those claims that are delayed either through error or
because of missing or incorrect information on the claim. Procedures now
being deve]oped will, when implemented, identify every claim that has not
completed processing within 50 days of receipt. . Once identified, these claims
will receive whatever attenition is needed to ensure that processing is
completed as rapidly as possible~--generally in less than 10 days‘after they
are identified.

One of the elements that leads to delayed payment of claims is the .
humber of claims pending at any given time. Obviously, when there is a heavy
inventory of claims to be processed, newly-received claims may be delayed,

Due to the very large seasonal fluctuation in claims received by Florida Blue
Shield (GAO noted that the 1974 monthly Tow was 258,821 in September and
ﬁonth]y high 526,642 in December), the inventory typically rises during the
winter months and is reduced gradually thereafter. It is possible to increase
staff in order to deal with the larger volume of claims that ordinarily begins
in about November; but since personnel must be.added sufficiently far ahead

to permit training and some on-the-job experience, cost per claim is inflated
above the level necessary simp]y.to process the relatively stable volume

of claims that is received in August, September, and October.

Since December 1, 1974, however, Florida Blue Shield has steadily reduced

its pending claims count, even though this has been the season when claims

ety
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volumes historically are highest. Moreover, during this period the number

of employees in the Medicare Part B operation has been reduced from [ 3

approximately 930 to 850, a reduction of over 8%.
Error Rates

One of the GAD findings that gravely concerns officials of Florida Blue
Shield concerns error rates. We agree that the error rates cited are not
acceptabie, and that retention of employees is among the crucial elements
in reducing the number of errors. Among the specific goals set by management
for the upcoming. fiscal year is the reduction of error rates to no higher than
the national average.

At the same time, it should be pointed out that the method used to
assess and state error rates is highly technical and that the resultant error
rates are not necessarily related to the number of payments that may be
ihaccurate. For example, the omission of an apartment number from a benefi-
ciary's address, the use of an initial rather than a fivst name, and the
omission of a middle inifial are all counted as errors. Yet the payment made
to the beneficiary on such a claim may have been both prompt and correct,
Similarly, if a claims examiner fails to -document the reason for a payment that
differs from the usual payment for a given service, an error is assessed
even though investigation may determine that the payment amount was correct.

Moreover, we have strong reason to bélieve, first, that our post-
processing claims audit, through which error rates are determined, is more ﬁ
effective than that performed by other carriers, and, second that the assessment '

of errors is not uniform throughout the country, . We note that the correlation H
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coefficient between our audit, performed by our personnel, and the s

sample audit performed by a BHI representative_is among the highest in the
country. In other words, we apparently do a particularly good job of
aUd1t1:i.an example of the inconsistency that we helieve exists in th? assess-~
ment of errors, we would cite the large number of errors assessed against us
for acceptance of the terms "hospital care" and "intensive care" rather than
the term "hospital visit" to describe in-hospital medical care rendered by

a physician. On the grounds that the law contemplates paymenf only fo: d
specific services rendered patients, and that thé terms "hospital care" an
"intensive care" do not specifically indica?e that a patient visit has taken
place, BHI directed that claims describing care in such fashion sh?u1d'be )
denied and that errors would be assessed if they were not. 'Commun1Cdt1?n with
other carriers around the country, however, leads us to believe that this

ot bein
divective is not being followed by many of them and that errors are not g

i i i i believe
essed for failure to follow it. Such inconsistencies, if as we
ass

i i -ie S.
3

In view of the foregoing points, we believe that press reports
i ida are
emphasizing an "excessively high error rate" by Blue Shield of Florida
4 & - t to
highly misleading, though technically correct. They unfortunately sugges

i is incorrect, which
Medicare beneficiaries that a large proportion of payments is inc s

is not true.
jterate what
Despite these comments regarding error rates, however, we reiter

i i imony is
we said previously: that the number of errors cited in the GAO testimony

i i . i1l be reduced.
unacceptable to Florida Blue Shield and will be
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Salaries and Turnover

Both in GAQ's testimony and during subsequent questioning, ‘it was
noted that Medicare B claims examiners have been in.a Tower salary classi-
fication than other claims examiners. At the request of Part B manage~
ment, the re1a£ive classifications have been reviewed on a number of
occasions by a company-wide salary administration committee. As a result
of the most recent such review, in May 1975, the classification of
Medicare Part B claims examiners was raised to parity with other claims
examiners, - Resulting salary increases will be received by the exaﬁiners
shortly, and will pe retroactive to May. (It should be noted that actual
éa]aries, as opposed to salary ranges, for 511 personnel will depend on
performance and length of service.)

It was felt by GAO that salary considerations may have played a
large role in the high turnover rate within Medicare B as a whole and
particularly in the claims examining area. During 1974, however, Florida
Blue Shield made two general salary increases, which applied to all
employees. Carefy] monitoring of the results of those increases -- which
would have come ear]ier had it not been for the Economic Stabilization
Program -- did not reveal any significant effect on turnover.

At present, however, turnover has been sharply reduced throughout
Florida Blue Shield. Specifically, turnover among Medicare B claims
examiners from danuary through May 1975 was at an annualized rate of 28% --
well under one-half the 77% rate that existed in 1974. Vhile some of this
reduction is unquestionably due to general economic conditions, we are
convinced that a large part of it is attributable to improvements in

supervision and management practices, and to the fact that in the past six

TR e
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months claims examiners have been achieving a higher level of performance {E claim was $3.60 as compared to a national aveiage (as of December 1974)
than in the past, which in itself increases Job safisfaction. 1 ?2 of $3.36. Again, this is not satisfactory to Florida Blue Shield management,
Another factor impacting on turnover in 1974 and previous years has ; y; but it does indicate a trend that we are committed to seeing continue.
been the historically low unemployment rate in Jacksonville, Florida. gi In regard to the cost of processing claims, one significaht measure-
While comparative figures from other large employers with similar types ?5 ment has, so far as we know, escaped notice. This is known,technically, as
of operations are not easily obtained, our contacts with such employers ) {§ ’ the cost per péyment record. Usually, when physicians submit Medicare
have indicated to us that they, too, have experienced a relatively high ‘ \é claims on an assigned basis (meaning that the physician accepts payment
rate of turnover. Where theie is 1ittle uhemployment, job mobility is .| . k% « directly from Medicare), the claims involve one service and/or one physician,
high; and a workforce composed largely of younger persons is peculiarly ’ i and therefore one payment record is involved. When beneficiaries themselves
subject to turnover for many reasons. | submit claims on an unassigned basis, they gengra]]y accumulate sévera1 bills
Costs and Productivity . ‘ ) j and submit them as part of a single clajm. (One claim may include as many as
. ‘32 separate items under our processing system; others do not allow this many
In connection with the improved performance level of Medicare Part . i items on a single claim.) Processing a claim that invelves several different
B employees, the productivity figures for 1974 cited by GAO may be com- f services and suppliers obviously requires more time than processing one that
pared to current productivity figures. Figures for the last half of 1974 : involves a single service or single physician.
showed that the number of claims processed per 100 man-hours was 155 for ' o it Because F]orjéa has a low rate of assigned claims, the majority of
Florida Blue Shield and 256 for all carriers. Our most recent data | claims processed by Florida Blue Shield jnvolve more than one service and more
from the Bureau of Health Insurance indicate that Florida Biue Shield's . 8 than one physician or supplier. Most other carriers generally have a higher
productivity per 100 man-hours in April 1975.was 196. While this is not : assignment rate, and therefore a higher numberbof claims for only' a single
yet the level of performance we expect or desire to reach, it does repre- % service and physician. When costs of processing are allocated, not on a per-
sent a 26.5% increase. ' . fg claim basis but on the basis of the number of different doctors or suppliers
A similar improvement has occurred as regards cost per claim pro- g or bills paid (i.e., on a payment record basis), the gap between the cost at
cessed. The figures for the last half of 1974 showed a cost per claim of ’ i ) Florida Blue Shield and the cost at other'major carriers is considerably
$4.57 for Florida Blue Shield, as compared to $3.36 for all carriers. For ?% smaller than the difference in cost per claim. For the last six months of 1974,
the period July 1974 to April 1975, however, the cost per claim at Florida # ) _ ‘ {‘ . the national average cost per payment record was $3.92. For Florida Blue Shield
Blue Shield was down to $4.13, and for April 1975 alone the cost per |
; ﬁx 58-526 O - 75 = 4
. B i‘
3
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the cost per payment record was $4.38. - This $0.46 difference is considerably

less than the $1.11 difference when cost per claim is compared.

Unassigned Claims

As noted.by GAO, 59% of the claims processed by Florida Blue Shield in
1974 were unassigned. GAO also noted that unassigned claims require
significantly longer to process, on the average, than assigned claims or claims
from hospital-based physjcians: 25.6 days for unassigned claims, as compared
to 17.8 days for assigned claims and 12.5 days for hospital-based physician
claims. The relatively high rate of unassigned claims, and the Tonger time
required to process them,. are related to another statistic cited by GAO: that
19.7% of all Medicare Part B claims processed by Florida Blue Shield in 1974
required that additional information be obtained before processing could be
completed. This is almost twice the national average of 10.2%.

The number of claims requiring additional information is a direct result
of the high rate of unassigned claims in this state. An internal study made
in 1974 showed that duriﬁg a three-month period over 90% of the claims on which
additional information was requested by telephone were unassigned .claims, and
that over 80% of the claims requiring correspondence prior to processing were

‘unassigned claims. The cost of processing unassigned claims, during calendar
1973, was also found to be significantly higher than the cost of processing
assigned claims: $3.492 as opposed to $3.043.

It should be obvious that any claims that require-additional information
before they can be processed will be delayed. Where the number of claims

requiring such information is as high as it is in Florida, there will be a
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significant effect on the total average time required to process claims.

Our experience shows that unassigned claims and claims requiring
additional development of information contribute significantly to a higher
average cost per claim and to slower average processing times. There are
several reasons for this.  Obviously, unassigned claims that include more than
one bill or service take longer to process than assigned claims, which
generally reflect a single service. Thefe are both time and cost factors
attaéhed to obtaining additional information, which as just noted is necessary

far more frequently with unassigned claims than with assigned.

In view of this, some compﬁrisons between Florida Blue Shield and the
four other Targest Medicare Part B carriers may put the Florida situation in

perspective. (The figures are for calendar year 1974.)

. Carrier % Assigned Claims % Claims Needing Information
Florida Blue Shield 40.81 ‘ 19.4
California Blue Shield 74.5 8.48
Greater New York Blue 50.29 6.1
Cross & Blue Shield
Texas Blue Shield 63.43 11.18
Pennsyfvania Blue Shield 66.76 9.81

We believe these figures suggest, as we have stated before, that the Florida

situation is unusual, and that the Medicare Part B carrier in this state faces

some unique challenges. In so saying, we are not retreating from our previously

stated goals for the next fiscal year; we expect, regardless of the unusual
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factors in the Florida situation, demonstrable improvement in processing
times and error rates. We do believe that those judging our operation,

however, should be aware of such factors as these.

Communications Program

Recognizing that one key to improving claims processing time was an
improvement in the condition of the claims being received, Florida Blue Shield
began during the summer of 1974 an intensive program to teach beneficiaries
how to file complete, correct claim forms and to encourage physicians to assist
beneficiaries by completing claim forms for them on unassigned claims. In
.cooperation with local organizations, over 60 workshops have been presented for
beneficiaries, particularly in those portions of the state with heavy concentra-
tions of older citizens. Presentations have been made to over thirty medical
societies and over 50 groups of medical assistants. Well over a million
brochures detailing the correct procedure for filing a Medicare claim have been
distributed through direct mail, at workshops, and through physicians' offices.
A taped television preseﬁtation is also in preparation.

We are not yet sure whether this communications effort has been successful.
We are sure that if the condition of the.claims we receive cannot be improved,

a certain number of claims will continue to be delayed. We also recognize that-
the beneficiary who files his or her own claim incorrectly is almost never made
aware of the errcr or omission involved, inh an educational way, and we think
that if carriers were allowed to return such claims te beneficiaries or
physicians, along with a statement of the problem, the educational effect would
be highly beneficial to all concerned. As a simpl# example of a common error

that leads to delay, we receive thousands of claims that include receipted bills
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from medical groups of two or more doctors, and that do not indicate which
specific doctor performed each service. Every one of these must be held

in suspense while we determing the name of the doctor. As GAQ noted; about
60% of the claims that require additional information are missing either an
jtemized statement of services and charges, or a diagnosis of the condition

that made medical treatment necessary.

Part II

At this point we should Tike to turn our attention briefly to several

of the more technical observations made by GAD.

1. Validity of Reported Data Concerning Processing Cycle Time

GAO noted that Florida Blue Shield computes claims processing
times in accordance with'SSA jnstructions. It was, however,
noted that the period between receipt of a claim and assign-
ment of control numbers, and the period between preparation
and mailing of checks, are not required to be counted. GAD
estimated "that a total of about 7 days elapse at these two

stages."

As regards the time that elapses between receipt of a claim
and assignment of a control number, it is currently estimated
at less than half a day. Some claims which require research

before they can be entered may require longer. If a heavier
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volume of claims than anticipated is received, overtime is instituted

to ensure prompt entry into the system.

Elapsed time between printing and mailing of checks and Explanations
of Medicare Benefits averaged 4.2 days during the first five months of
calendar 1975, according to an internal study. This calcu1§tion

involves calendar days, and thus includes weekends and holidays.

The time required between check printing and mailing involves procedures
necessary to verify the integrity of the check run, the condition of the
checks, and the correlation between the checks and the check register,
as well as check signing. These procedures have been reviewed by

both BHI and HEW in the past, and the only criticism noted related to

the possible need for additional physical check security.

Delays in Transmittal of Additional Development Requests

GAO noted that nearly 15 days elapse between the time a claims examiner
requests additional information and the time a telephone call is made

or letter written seeking that information.

-This delay is a function of the processing system currently in use.

which involves the direct entry of claims data into the computer system.
It should be noted that part of the average 15 days delay is not actually
lost time: during this period certain edit functions are performed

that, if not done at this point, would have to be done Tater. In other

words, we could shorten the 15 day delay in transmittal of claims to

il

P s aso: -

R stttk s s

J A

e A e s,

peoreu

§

51
- 15 -

the Additional Development area, but time saved at this point would

have to be used later.

Because we recognize, however, that the 15 day average might be reduced,
we are studying a number of alternatives to the present system. Before
implementing any changes, we wish to be sure that they will contribute
to better overall processing times fdr those claims that require
adiitional development of information, and to ensure that an improvement

in this one area will not be offset by a deterioration in some other area.

Attention is also being paid to the Tength of time that a claim requiring
additional development remains in the Additional Development area, once
it has reached there, before action is taken on it. Currently, this

period is no more than three days.

Reduction of Edit Error Kickouts

GAO suggested that some edit error kickouts could be eliminated by "minor
changes in the procedures for initially entering claim information in

the computer". We will discuss with the GAO Audit Team the changes they
may have in mind. Our initial reaction, however, is that procedure
changes that would accomplish this goal would not be minor, and would
include conversion to an “"on-Tine" computer system---which we have under
active consideration. Ue agree that one of the two most important keys
to a substantial reduction in edit eror kickouts is retention and
training of employees; the other is the immediate edit capability that an

“on-Tine" system would provide.
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Possible Changes in Document Flow in Pre-Payment Screening and

Transaction Reject Areas

GAO suggested that the time required to review Pre-Payment Screening and
Transaétion Reject kickouts could be materially feduced through improved
physical document flow. We have had a full-scale methods and procedures
study underway in the Transaction Reject area for some time, and this study
is nhearly complete. In the Pre-Payment Screening.Area, there have been
delays in obtaining copies of claims from the files. We are contemplating
establishment of a n{ght crew in the Microfilm Retrieval area in order to

speed the process of getting these necessary copies.

Reduction of Reasonable Charge and Duplicate Payment Kickouts

As noted in GAO's testimony, we have implemented changes in the Reasonable
Charge and potential duplicate claim computer screens, with the aim of
reducing kickouts for these reasons. The changes made will reduce

Reasonable Charge kickouts significantly, though there may be a slight increase
in inappropriate payments as a result. 'The change in the potential duplicate
screen has not been of much help in feducing kickouts, primarily because

a recent change in procedure coding has increased the possibi]%ty of such
kickouts to a Tevel that roughtly balances the 1mproyement that would other-
wise have resulted from the change recommended by GAG. In a sense,

however, we have gained from implementation of the recommendation, since
otherwise the coding change would have increased the total number of

potential duplicate kickouts.
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6. Management Attention to Delayed Claims, Backlogs, and Document Flow

We have commented on this general subject earlier in our submission.

In the area of improving document flow and claims control, we do wish to
note that we are considering a variety of a]terﬁatives. Chief among them
is conversion of our camputer system to an on-line system, which would
substantially reduce paper-handling and weuld have certain built-in edits
and feedback systems that would provide claims examiners with constant

information on thejr performance.

In addition, we are and have been actively reviewing job design and work
distribution, primarily with the aim of 1mprOV1ng employee motivation and -
of providing employees with effective feedback on performance. Moreover,
the formal management accountability process noted earlier wiil not in
fact be Timited to managers, but will have an impact also at the clerical

Tevel: results will be expected, performance measured, and accomplishment

rewarded accordingly.

Part III

In response to the Subcommittee's réquest, we have prepared a number of
recommendations for improvement of the Medicare Part B program, They range from
relatively simple steps concerning adm1n1strat10n to an overarching recommendation
regarding the philosophy of program management; but even those that seem minor
would, we believe, result in significant improvements in carrier adm1n1strat1on
or in the program's usefulness to beneficiaries, or would eliminate or prevent

problems in the program. None, in short, are trivial suggestions,
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To begin with, we wish to suggest a number of rather technical adjust-

ments that we believe would be beneficial.

1. MWe recommend that carriers be permitted to return claims with

incomplete information on them to the beneficiaries or physicians who submit

them, along with a notation indicating the jnformation that is needed, and that

these claims be deleted from the carrier's inventory.

| The reason for this recommendation is simple: when carriers are not
permitted to return such claims, those who submitted them never learn how to
submit correct and complete claims. Carriers may obtain the necessary informa-
tion through letters or teiephone calls, of course, but this accomplishes little
toward the end of correcting the problem at its source.

There will obviously be some claims that should not and would not be
returned: multiple surgery claims, for example, would best be completed through
obtaining a copy of the operative report. Claims that have been returned once
and that again come in in incomplete fashion would probably best be developed by
the carrier. But in most cases, we believe that beneficiaries and physicians
would be best served by being asked to assume some responsibility for the sub-
mission of claims that can be processed without additional work on the carrier's
part. )

We aré, in Florida, especially sensitive to this problem because of the
exceptionally high rate of claims needing additional information in this state.
We would note that such claims are inevitably dé]ayed in processing, to the
beneficiary's disadvantage. On the basis of our public workshops at which we seek
to show beneficiaries how to file claims correctly, we believe beneficiaries

would welcome the opportunity to tearn how claims should be submitted in view

of the potential for improved claims service.
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It has on occasion been indicated to us that.claims cannot be
returned because, once submitted, they become Federal documents. If fhis

is true, we recommend a statutory change to enable carriers to return them.

2. We recommend a time limit of 15 months from the date of service

for the filing of claims.

The fact that beneficiaries may now file claims for up to 27
months after the date services were received complicates claims processing.
It often confuses the deductible status; it may complicate the obtaining of
additional information; and it results in the filing of many duplicate
claims since, with time, beneficiaries forget whether they have filed claims
previously. We see no disadvantageg to a reduction in the time limit for filing

of claims, and several advantages.

3. HWe recommend that the Medicare handbook given to beneficiarijes

be revjsed to include among other things, a discussion of the prepayment

screening process through which carriers may deny claims because the services

rendered are judged to be medically unnecessary.

Although the present handbook does mentibn that services must have
been necessary for the diagnosis or treatment of an illness or injury, we
believe beneficiaries are often unaware that the denial of claims on the grounds
of lack of medical necessity is not the work of arbitrary carriers but is
envisioned in the Medicare law and is essential to a fiscally sound program.

The result of not explaining the medical necessity requirement is dissatisfac-
tion with the pfogram and with the carrier, and an increase in requests for ¢

reviews and Fair Hearings.
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i or
We recommend several changes in the approach to payment f

4.

durable medical equipment.

i ade
At present, durable medical equipment for which payment may be m

on occasion
der the program may either be rented or purchased. It happens
un

that equipment is rented for such an extended period of time ihaisi:Zt
purchase price is paid by the program several times over. This is -
necessarily the result of carelessness or thoughtlessness on ?nyo::a: part;
it may be that the need for such equipment is of longer duration

jcipated. N
ant1C1p;:vertheiess, this creates an unnecessary cost to thka program. MWhile
the rental option would be preserved, we r?commend consideration of a sZatu—
tory change that would reduire suppliers of such equipment to égrje Ztihase
after Medicare has paid a certain amount over and above the actual p

in order
and no further rental charges will be made. A study should be done

overhead and other costs in such cases. : -
i 3 change
In order to assict beneficiaries, we suggast a further g

payment arrangement for durable medical equipment that is purchased outrig;:; .
At present, Medicare can reimburse beneficiaries for items that cost over' .
only by monthly payments equal to the monthly rental charg? for ihe sa::eitem.
As a result, a beneficiary may pay a sizeable sum for an item ?f dural :
medical equipment and receive his reimbursement only ovef a period.of m?:taj;o
For the beneficiary on a fixed income, this works a genuine hardship. )

*

processed a number of times.
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We therefore recommend that where there are reasonable grounds to

% believe that a beneficiary wil) need an 1tem of durable medi cal equipment
for a Tong enough period of time to Justify purchase rather than rental,
z carriers be allowed to pay the Medicare allowance in a single payment.
v

co-insurance facto

¥

r to 75%-25%.

5. We recommend elimination of the annual Part B deductible, with the

resulting increased cost to be partially offset by a change in the

’ : We be]ieve that implementation of this proposal would be beneficial

beneficiaries from

entered on the carr

a beneficiary s hospitalized.

in a number of respects:

fixed income is considerable.

(2)

(1) Medicare at Present imposes two deductib)

s, an

annual Part B deductible and a Part A deductible that is applied each time

The potential burden on persons Tiving on

The Part B deductible may discourage lower-income

seeking treatment in the early stages of an {l17ness.

that a recent study of the Medicaid program in California (

ier's own files.

T T S e

the UCLA School of Public Health concluded that beneficiahy

charges in that program ultimately resulted in higher hospitalization

This can uTtimately lead to higher costs to both the beneiiciary and the
program, since a delay in treatment may wel) lead to wo%sening the condition
and consequently to expensive hospitalization or other treatment. e note
"Medi-Cal") by

cost-sharing for physiciar

rates and
) overall public expenditures.

(3) The deductib]e‘compiicates claims administration, since
x it requires that every claim for every beneficiary be checked against the

central file in Baltimore unti] the deductible is met and -this information



- 22 -

(4) The deductible is difficult for benefiaries to understand.
Moreover, if claims are filed out of chronological sequence an underpayment

may result or correspondence may be necessary in order to achieve a correct

payment. This is because of the "carryover" provision whereby any amounts

applied to the deductible during October, November, and December are a1sov
applied to the deductible for the following calendar year.
For example, let us take the case of a beneficiary who incurs

no expenses during the first nine months of 1974. In the last three months

of the year, he incurs $60.00 worth of expenses, and in January of 1975 an
additional $60.00. If the January claim is submitted first (as could easily
. happen, for a number of reasons), it will be applied to the 1975 deductible.

The 1974 bills vif] be applied to the 1974 deductible when they are filed

later. But hadvthese claims been filed prior to the January claim, they would
have satisfied both the 1974 and 1975 deductibles, under the carryover
‘provision——-and the beneficiary would then have received payment for the 1975
claim.

In summary, elimination of the deductible would, we believe, improve

the program for the beneficiaries and reduce the cost and’comp]exity of

program administration.

6. We recommend that no additional benefits or categories of

beneficiaries be included in the Medicare program without thoughtful

consideration of benefit design and adequate Tead time for implementation.

The value of additional benefits should be weighed against the
administrative complications and costs of including them in the program. The
addition of new classes of beneficiaries should be undertaken only if adequate

lead time is provided for the development of regulations and any necessary
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modifications in processing systems. The'point we would stress is that,
in any program as large and complicated as Medicare, seemingly minor changes

may in fact require major administrative adjustments.

7. MWe recommend a thorough revision of the approach to reimbursement

under Medicare Part B.

Reimbursement is, in our experience, the leading single cause of
dissatisfaction with the program among doctors and beneficiaries alike. The
present approach to reimbursement, the so-called "reasonable charge" based on
individual and community charge profiles, is difficu]t to exp]aiﬁ to

beneficiaries and doctors; is administratively expensive; generates considerable

" correspondence; and---in its present state---leads to significant differences

between actual charges and Medicare allowances. It does tend to control

costs from the government's point of view, but in areas with high proportions

of older citizens it discourages physicians from taking assignment and there-
fore shifts costs from the program to the aged beneficiaries.

We recommend one of two courses in this area:

(1) Instruct carriers to allow the same Usual, Customary, and
Reasonable amounts under Medicare Part B that.they would allow in their private
business programs.. -In Florida this would change the allowable charge level
for individual physicians from the 50th percentile to the 90th percentile,
and the community charge Tevel from the 75th percentile to the 90th percentite.
(N.B. These are not percentages; the QOtE percentile is that amount that would
pay in full the Towest 90% of charges for a given service.)

This would require that Congress repeal that portion of P.L.
92-603 that will soon require physician charge increases under Medicare to be

tied to an economic index, and would also require that the Social Security

Y
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physician dissatisfaction with the program will be increa

. A ,
If (1) above is not practicable, adopt either nationwide o

(2)

y

for every service. (Some services, such as multiple surgery, would r%quire1d
individual consideration and could not have pre-determined fees.)f-Tﬁ1:i::uand
have the advantages of simpiified administration, clarity to bene 1c1:e
doctors alike, and predictable costs. Such schedules must, however,

. S .y
J 3 .y

the actual charges of physicians.

This recommendation arises because of the surprisingly large )
number of claims we receive with incorrect names and/or Medicare.numbers. e
omissidn of, or an error in, the single letter suffix to the Medicare t
identification number can result in delays, claim rejections, and paymen
The same is true if there are errors in the beneficiary's name.

errors. -
We would also note that a plastic I.D. card would be more pe

than paper cards.
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9. Qur last and most important recommendation'is best couched in

the words of two recent.studies of the administration of Medicare. We

recomnend that "SSA should reduce its role in carrier decision-makin and

rely on its capacity to test carriep gerforﬁance by results," and that "ssa
and its contractors (should) develop a relationship which will enable the
private sector to add its full Capability to the administration of the
Medicare program.". : : , ’

The first of these quotations is from The Administration of
Medicare: A Shared Responsibitit » the Final Report of the Medicare Project
Panel of the National Academy of Pyblic Adminigtration. The second is from
the Perkins Committee's Report on Medicarq Administration, Contracting and
Subcontracting. We have quoted these two documents, and have appended them
to our submission, because we believe theip recommendations are valig and
will be of great interest to the Subcommittee.

As is suggested in these two studies, the time is ripe to
reassess the relationship that should Properly exist between the government
and its contractors. Both these studies lay heavy emphasis on the importance

of leaving private contractors free to manage flexibly and Creatively. Botp

.also stress the importance of Measuring carriers by the results they obtain,

and of holding them accountable for good performance. Although Florida Blue
Shield has been criticized for its performance, we endorse the idea that
carriers must be measured by results . . . provided that they have sufficient

management authority to produce the desired results.  We stress that the issue

here involves the strategy of Program management, not the competence or

58-526 O ~ 75 - 5
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integrity of SSA nor the responsibility of the government to establish the

general policy which should guide the administration of the program.

We would be happy to discuss at greater length any or all of these
suggestions with the members and staff of the Subcommittee. We appreciate
the opportunity to submit the foregoing material for the record. We trust
that it states our response to the issues raised during testimony and

questioning without evasion or omission of any significant points.

4 prR gLy

P

R P
; B o EF e

63

Mr. StanseLn. In response to the subcommittee’s interest in im-
provement in our written comments, we will address some possibilities
for your consideration drawn from our 9 years of experience with the
program in Florida.

We would be remiss if we did not pass along to you our high regard
for the professional work done by the GAO auditors prior to 1975.

We thank you again for this opportunity. Of course, Mr. Lewis, Mr.
Oplinger and I will be happy to answer any questions you have now.

Senator CrrLEs. We regret that you did not have more information
on the material. We were waiting to find out as soon as we could when
GAOQ would have some findings that would be available to us, and this
was the earliest period of time we could get those findings. I think we
tried to say a number of times as soon as those findings were available,
we wanted to go into this area.

I want to say right now that if you wish additional time before we
go any further in our discussion today, I certainly want to honor that
request and provide additional time. We can recess our hearings and
come back, because it certainly is not our purpose here to bring you
up here under any kind of surprise. :

Mr. StanseLL. I did not mean it was a surprise. We have been in
touch with the GAO and the nice folks sitting next to you about our
concerns, but without looking at it in detail as presented, we did not
feel we were in a position—obviously, we have answers to many
questions you might ask this morning, and I believe the GAO and Mr.

Tierney both have answered some of the questions that you would

naturally ask of us.

Senator CrILEs. I just wanted to say we would be happy to have
your detailed statement, and we will take your detailed statement,
b}lllt if you needed any additional time, we would be happy to give you
that, too. : ‘

Mr. Sransern. We would like to have 10 days or so to put together
some Information which we think would be helpful to you and the
previous witnesses and your expressed concern.

Senator CuiLes. Part of the questions that I did ask GAO you
might be better able to answer than they were because there might be
areas they could not fall into. Of course, the first one I was asking was
on the basis of why it is costing $4.57 for Florida to process a claim as
opposed to $3.36 for other carriers.

Their answer, of course, was on the basis that we were processing
fewer claims, that probably related to turnover, but I would like to
have your best answer.

Mr. StanseLL. I think their answer is fairly complete, Senator. As
they said, they wanted to look into that further, and we stand
ready to cooperate with them on that.

I think of significance to you though is what the current figure is,
the April figure. Mr. Tierney indicated some improvement that he saw
coming, and I believe if I give you the figure of $3.60 per claim for the
month of April 1975, that would indicate a considerable improvement
over the $4.50 figure that resulted from the winter’s works.

Mr. Lewis. We should comment that the figure fluctuates by
season, any cost figures.

Senator Cmires. I am sure the monthly cost figures certainly would
operate by season. ' ‘
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to 3 years in Jacksonville, an area in which we operate Wltl} more t] an
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large employers of this type of personnel, you would see tm}; 1z
figure may be high, but it is not inordinately high. The labor movumq?}
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What is Blue Shield doing in other areas to see that you don’t
have this turnover? People could not be too happy in the job there if
you were turning over at the rate of 77 percent.

Mr. Sransern. I don’t want to appear philosophical, but I think it
Is & general trend among people who do routine jobs to change as
fast as they can, and I think that has a good deal to do with it.

Secondly, in the medicare B operation, because the best estimates
of BHT and Florida Blue Shield have been lower on intake of claims
on a prospective basis, we have had these people under severe strain
in terms of overtime, Saturday and Sund 2y work to get the work out.

Senator CHILES. Why is that?

Mz, Sranszrn. For the simple reason, if you set, up for a 15 percent
Increase in volume and that increase turns out to be 25 percent and
you set up in August and September your training of, say, another
100 or 150 claims examiners, and you get 150 and it turns out you need
200, the only recovery you can make is overtime to get the work out,
and that contributes to someone seeking another job.

Senator CriLes. Tell me, if you will, sir, about your decision to
put on Mr. Oplinger.

Mzr. SranseLL. Mr. Oplinger has been an employee of ours for almost
10 years. He has worked in the medicare B operation for most of those
years in various capacities. The latest, before his promotion to vice
president, was as the director of the operation since, I believe, April
of last year. Our decision was based on two or three studies that we
had made of our management structure to zero in more closely, as
has been suggested by the GAO study, on the specific problem areas
of the business but also related to the size of the operation.

To give you some perspective on this, Mr. Oplinger in his shop has
almost 1,000 employees. I believe there are about 900 now in the
medicare B operation. It pays $200 million a year. These two items
bore heavily on our decision to put in an officer-level person to direct
his management attention to the program.

Obviously, a part of that was due g recognition on our part of
some 18 rhonths ago that we were getting into more problems than
we had anticipated.

Senator CHILES. MTr. Oplinger, how do you see your new position?
Tell me something about your plans.

Mr. OrringER. Plans have already been made in outline for a total
reorganization of the med B operation. I believe this was referred to
in the GAO testimony.

We have spent many, many hours, determining where there might
be understaffing of important jobs. We have detected those, selected
people whom we are relatively sure can correct the problems that
have been there. I am talking primarily about the delays we spoke
about this morning.

We have effectively moved within the last month-and-a-half every
Inanagement person within that department. We are adding managers
to cut down on the type of control they have so they can put more
time on the thirigs that cause the most problems. We have added
numbers to that. We are currently undergoing quite an extensive
long-range planning process, and by long-range, I don’t mean this
to sound like something which is a year’s wait but something which
will start July 1 of this year, which is effectively 2 weeks away,
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Mr. Stransenr. No, sir. To be eligible to do overtime a person
has to be at a certain productive level and the normal incentive in a
clerical job is doing a good job and moving up to a higher-paying job.

Senator CuiLes. Do you have any incentives for your employees
or do you set any quotas?

Mr. OruiNGER. I think in answer to your question, Senator Chiles,
1t has worked from the reverse side. If a person, is not producing,
when it comes time for his merit increase, then he does not receive
one if he has been doing a poor job. You can call that an incentive;
I would certainly call it that. We do not have piecework type of things.

Senator Crrnes. It seems to me if you reverse that and say you
had to do something in order to be eligible, if they got something
extra, they micht stay around to get it.

Mr. Sransers. I am constrained to comment on the overtime
percentage. They are not as simple as they look. Seventy-seven percent
does not mean 770 out of 1,000 left us and we only have 230 left in
there from the beginning of the year. That is not what 1t means.
Obviously, you could have one job filled three times in a year. In the
employment environment in which we found ourselves we hired
people at the very minimum of qualifications, put them through this
4~ to 6-week training program and at the end of the training program
in some instances discharged them immediately because they could
not learn. Of course, we hire an awful lot of ladies and a good many of
their husbands are in the Navy and we lose a fair percentage.

You might be interested in the numbers of people who leave us by
reason—pregnancy, going to another city.

Senator CuiLes. In the GAO sample of 138 claims to process, 39
required an average of 23 days. According to the GAO report I think
15 days of that was just in getting the request to the party involved.
What is the reason for that time, that you determined you needed
more information until the call was made or until the letter was sent?

Mr. Orrineer. Under the present system we are using now, which
was installed in the fall of last year and hinges on some other comments
in the GAO report, it requires us to go ahead and enter the claim into
the system knowing that it requires additional development in order
to maintain control and batch integrity. Only after it goes through
the computer and is processed as an additional development claim,
the computer then prepares a suspension sheet which is forwarded to
the additional development area which has to match it then with the
original claim with the reason indicated as to what additional infor-
mation we need. There are sometimes other support documents that
need to be gathered in order to fully understand what the additional
development is. This is primarily what is causing the delay. It is not a
simple matter of taking the claim next door and saying let’s call on it.

I might add, too, included in that overall additional development
time, we do have a BHI requirement where we write for information
that we must not follow up on that within the first 15 days if we do
not receive a reply. After the first 15 days we make a second request
and we are given up to 30 days in order to receive the information
from that so there could be an automatic 45-day delay because of the
BHI regulations.

I am not saying they all require that much.

Senator CuiLes. Do you feel the Social Security Administration is
hindering your performance in any way?
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with a quarter of a million people, it seems somewhere the incentives
are missing. Maybe that is being added to when they take away 30
percent of your business and are giving that to another carrier, but
I am concerned with not only whether Florida is managing this proper-
ly or whether we have proper built-in incentives and so that we do
get some competition and so that we do get some results based on that.

I want to tell a part of the people who are a part of this percentage
that they are left out or are experiencing this delay or don’t worry
to get up on top of this and don’t worry we have a solution to it. Because
it looks to me under the present system that we have, where
Government selected the carriers, and I am only looking at Florida
but I want to look at these other areas, but I don’t see the incentives
that are built in that are normally a profit incentive in & profitmaking
business. But here we are dealing with a nonprofit organization. Where
1s the incentive here that is built in to see that we are going to get
faster results than this, where there are problems?

It seems to me the problems you are experiencing are not problems
that happen over a 1-month period of time. They went on for a long,
long period of time. I wonder how they are going in other areas. This
is where the bureaucracy always has problems and whether it corrects
itself, whether it be the bureaucracy of government or the bureaucracy
of your business, but I don’t see the incentive built into this thing
right now.

Mr. Sransern. Mr. Tierney mentioned the difference between
Blue Cross and Blue Shield and that health care is our business. 1
can only say that I personally believe strongly in the free enterprise
system and the profitmaking system that is the basis of our country,
political system. I would say to you what I also said about pay raises
for employees and the fact that pay is not the only reason they stay
with you or leave you. We had other incentives inkrerent in what we
were doing and we want to do it well that we believe are effective
incentives for people who work for us and for the boards of directors
who direct our activities. ,

Senator Cuires. I look forward to getting your detailed statement.
I also look forward to seeing the progress that we hope is going to be
made as a result of the assignment of Mr. Oplinger.

I think in looking at your statement, certainly the figures that
are set up from there, those are just intolerable. There is just no way
to expect our people to continue to accept those kind of figures. Again,
those figures show us graphically but my office has been kind of telling
me about them and I have been hearing about them and listening to
some of the calls coming in from some of the people and when you
translate to some of the individuals who are suffering, it is something
we have to do something about. I don’t want to be here just to put
the whip on you.

Mr. Stanserr. Let.me comment on that, if I may, on a personal
note. I am a fourth-generation Floridian and my State is full of my
relatives and some large percentage of them are over 65. I have a
personal stake in this because they have come to me. We are in the
business. I have on two occasions met personally with groups of the
medicare employees and I have made the comment to them that
each piece of paper they pick up is of great importance to some one
individual person and made the point that they are dealing not with

58-526 O -.75 -6
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i tting

but with somebody’s troubles or perhaps spmebody ge
ggle)firotllbles because the medical care has been delivered. I can a,ssulre
you that that is the attitude that prevails in our management of the

rogram because we are concerned. ' ,
P S%nator Cuines. T am certainly going to look forward to your

rogress. . .
P 1\%&. SraNSELL. We are going to make it.

Cui.es. Thank you. .
%&2%311‘1 recess at this time and leave the record open for a period

ive y it tatements.
of 10 days to 2 weeks to receive your additional s
I will )zrﬂso enter some correspondence on this problem.
[The information referred to follows:]

APPENDIX
TITLE 42—UNITED STATES CODE
CHAPTER 7—SOCIAL SECURITY

GRANTS TO STATES FOR OLD-AGE ASSISTANCE AND MEDICAL

UBCHAPTER [—
3 ASSISTANCE FOR THE AGED

Sgc. 301=—Appropriation.
® *

§ 302. State old-age and medical assistance plans.
(a) Contents

A State plan for old-age assistance, or fc;:r rrfﬁiical a(,issrisi;lﬂlce for the aged, or for
i ical assistance for the age st—
old—age(:i)ssllosrt;a:}i(é% %ﬁgtrﬁ;esd}ig?ll b:sin effect in all political subdivisions of the State,
and, if administered by tIiem, 5e.mipdai£or3; ﬁlé)g%azggm; ,
ide for financial participation by ite; .
% Igirt%‘éx('i provide for thlza establishment or designation ofta. sclingilenig?gﬁ
agency to administer the plan, or provide for t}lq esta}_ahshmerﬁ Oli es g
of a single State agency to supervise the administration of the fp an{;he State
(4) provide for granting an opportunity for a fair hearlnghbe cire the State
agency to any individual whose cléxlim for asslstznce under the plan 1s
i ith reasonable promptness; . .
or (lg)no;fggtizgcé u(lj,{))n glgh methods (I))f administration (mcludm%1 rréethgdz
relating to the establishment and maintenance of personnel stand 3}1; rse So L &
merit basis, except that the Secretary shall exercise no au.thqu‘tc}ir Wll h 1 opyed
to the selection, tenure of office, and compensation of any indivi u% ebepneces-
in accordance with such methods) as are found by the Sechetz}ry t% oot
sary for the proper and efficient operation of the plan, and ( )l or the fraining
and effective use of paid subprofessional staﬁ’,_mth particu a}xl' emltjars‘ons n
the full-time or part-time employment of recipients and other If)the =
low income, as community service: aides, in the administration o'al e 121 n
and for the use of nonpaid or partially paid volunteers in a socl L seryies
volunteer program in providing services to applicants and recipien ]
agsisting any advisory committees established by the State z}gencs;l copm and
(6) provide that the State agency will make such reports, 111; sttc_: form An
containing such information, as the Secretary may from tlmet. o 1tr;r01 tim% ﬁnci
and comply with such provisions as the Secx:etary may from time b
necessary to assure the correctness and verification qf such repc%r. formation
(7) provide safeguards which restrict the use or dx.?,closure o mcted ey
concerning applicants an% rcécipients to purposes directly conne
dministration of the State plan; . .
t11(282)1 provide that all individuals wishing to make application fo}i' gz:izgiggg
under the plan shall have opportunity to do so, and that l:?luc TP
shall be furnished with reasonable promptness to all eligi f(? lcil'vidua.ls o
(9) provide, if the plan includes assistance for or on behalfdo in ltion am
private or public institutions, for the establishment or eséggﬁshing 3
State authority or authorities which shall be responsible for esta

maintaining standards for such institutions;

* * * * *
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(10) If the State plan includes old-age assistance—

(A) provide that the State agency shall, in determining need for such
assistance, take into consideration any other income and resources
of an individual claiming old-age assistance, as well as any expenses
reasonably attributable to the earning of any such income; except that,
in making such determination, (i) the State agency may disregard not
more than $7.50 per month of additional and (ii) of the first $80 per
month of additional income which is earned the State agency may dis-
regard not more than the first $20 thereof plus one-half of the remainder;

(B) include reasonable standards, consistent with the objectives of
this subchapter, for determining eligibility for and the extent of such
assistance; and

(C) provide a description of the services (if any) which the State
agency makes available to applicants for and recipients of such assist-
ance to help them attain self-care, including a description of the steps
taken to assure, in the provision of such services, maximum utilization
of other agencies providing similar or related services;

(11) if the State plan includes medical assistance for the aged—

(A) provide for inclusion of some institutional and some noninsti-
tutional care and services;

(B) provide that no enrollment fee, premium, or similar charge will be
imposed as a condition of any individual’s eligibility for medical assist~
ance for the aged under the plan; ‘

(C) provide for inclusion, to the extent required by regulations pre-
scribed by the Secretary, of provisions (conforming to such regulations)
with respect to the furnishing of such assistance to individuals who are
residents of the State but are absent therefrom;

(D) include reasonable standards, consistent with the objectives of
this subchapter, for determining eligibility for and the extent of such
assistance; and

(B) provide that no lien may be imposed against the property of any
individual prior to his death on account of medical assistance for the
aged paid or to be paid on his behalf under the plan (except pursuant to
the judgment of a court on account of benefits incorrectly paid on behalf
of such individual), and that there shall be no adjustment or recovery
(except, after the death of such individual and his surviving spouse, if
any, from such individual’s estate) of any medical assistance for the aged
correctly paid on behalf of such individual under the plan;

(12) if the State plan includes assistance to or in behalf of individuals who
are patients in institutions for mental diseases—

(A) provide for having in effect such agreements or other arrangements
with State authorities concerned with mental diseases, and, where
appropriate, with such institutions, as may be necessary for carrying
out the State plan, including arrangements for joint planning and for
development of alternate methods of care, arrangements providing
assurance of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements providing
for access to patients and facilities, for furnishing information, and for
making reports;

(B) provide for an individual plan for each such patient to assure that
the institutional care provided to him is in his best interests, including,
to that end, assurances that there will be initial and periodic review of
this medical and other needs, that he will be given appropriate medical
treatment within the institution, and there will be a periodic determina-
tion of his need for continued treatment in the institution;

(C) provide for the development of alternate plans of care, making
maximum utilization of available resources, for recipients who would
otherwise need care in such institutions, including appropriate medical
treatment and other assistance: for services referred to in section 303
(a)(4) (A) (i) and (ii) of this title which are appropriate for such recipients
and for such patients; and for methods of administration necessary to
assure that the responsibilities of the State agency under the State plan
with respect to such recipients and such patients will be effectively
carried out; and
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(D) provide methods of determining the reasonable cost of institutional

care for such patients; and
(13) if the State plan includes assistance to or in behalf of patients in public
institutions for mental diseases, show that the State is making satisfactory
progress toward developing and implementing a comprehensive mental
health program, including provision for utilization of community mental
health centers, nursing homes, and other alternatives to care in public in-

stitutions for mental diseases.
(b) Approval by Secretary

The Secretary shall approve any plan which fulfills the conditions specified in
subsection (a) of this section, except that he shall not approve any plan which
imposes as a condition of eligibility for assistance under the plan—
(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which (A) in the case of applicants for
old-age assistance, excludes any resident of the State who has resided therein
five years during the nine years immediately preceding the application for
old-age assistance and has resided therein continuously for one year im-
mediately preceding the application, and (B) in the case of applicants for
medical assistance for the aged, excludes any individual who resides in the

State; or
3) ’any citizenship requirement which excludes any citizen of the United

States.
(e) Limitation on number of plans

Nothing in this subchapter shall be construed to permit a State to have in effect
with respect to any period more than one State plan approved under this sub-
chapter. (Aug. 14, 1935, ch. 531, title I, § 2, 49 Stat. 620; Aug. 10, 1939, ch. 666,
title I, § 101, 53 Stat. 1360; 1946 Reorg. Plan No. 2, § 4, eff. July 16, 1946, 11
F.R. 7873, 60 Stat. 1095; Aug. 28, 1950, ch. 809, title I1I, pt. 1, §301(a), (b),
pt. 6, § 361(c), (d), 64 Stat. 548, 558: 1953 Reorg. Plan No. 1, §§ 5, 8, eff. Apr. 11,
1953, 18 F.R. 2053, 67 Stat. 631; Aug. 1, 1956, ch. 836, title III, § 311(b), 70
Stat. 848; Aug. 28, 1958, Pub. L. 85-840, title V, § 510, 72 Stat. 1051; Sept. 13,
1960, Pub. L. 86-778, title VI, §601(b), 74 Stat. 987; July 25, 1962, Pub. L.
87-543, title I, §§ 106(&) (1), 157, 76 Stat. 188, 207; July 30, 1965, Pub. L. 89-97,
title II, § 221(a)(3), title IV, § 403(a), 79 Stat. 357, 418; Jan. 2, 1968, Pub. L.

90-248, title II, §§ 210(a) (1), 213(a) (1}, 81 Stat. 895, 898.)
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DR. STANLEY S. KAPLAN
DOCTOR oOF cHIROPRACTIC

June 20, 1975

Senator Lawton Chiles
Senate Building
Washington D.c.

Dear Senator Chiles:

A . .

Sifzﬁgtjs-gsag;nghws.th you about the chiropractic medicar

i Py tak:npisgelfgom Merritt Island to Fort Lauger
L Y @ liberty to collect i )

d sev

ejecﬁlps from a number of doctors arounde:::}?é :{ztl:gal

B X
p{egéi;crggegzzg Zﬁgmayou Cclan see that many claims were com-
P t 2 good number of them w i i

ig\ggma:::;-xgssh;xlapgelgslgnshlp to the bills. ?r}?ogglghzsdtg;l;
Moy omat situationY in your review of the Blue Shield ‘

The i
thatw:gé:epﬁggggma;: ?ugzmglzte Tgss. Please understand
t ) : arpling of wh i in
the situation is much worse than thgse fil:: ;}sxogoiggtgnband
a.

I am sur i

e S fglzgifnglgﬁeSgégigaigleealth.Education and Welfare

A C e aw as intended

at?gimf zgample of.thls would be in regard to 2§ec§fgress:

anon notrc1pgbch1ropractors to x~ray all medicare aZ.51tu—
reimburse or pPaying the patient back for ggelgg:i

gﬁggrzgu;gziggiuig Kg:g ;;ng:ggiment.for ;e-elect:.'ton. You know
;Zg{ ;iggytgocggikuggg r};glf an'd sﬁgilénygglieggm:;lggrgIZiiljﬁ:t
Kindest personal reqgards,

‘Dr. Stanley Kaplan

SSK/ka

Enclosure

111 NORT
H FISKE BOULEVARD COCOA, FLORIDA 32922 PHONE e36-s
-808¢C

B
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Dr. Donald C. Dempsey

CHIROPRACTIC PHYSICIAN
2235 W, FAIRBANKS AVENUE
WINTER PARK, FLORIDA 32788

TELEPHON:.’_;47-5550
May 14, 1975

Stanley S. Kaplan D.C.
111 NO Fiske Blvd.
Cocoa, Florida 32922

Dear Stan;
RE: Miriam Eaton

This is the lady I wrote you about a bit ago., The one who got
payment for half a formula and nothing else. )

Take note that she brought me in an M.D. Part B form showing the
M.D. claim was paid right on the button at 80% of his $10.00
call. Note, they reduce us to $8.00 (I charge $10.00), and use
their scalpels on that figure.

Stan, I know they rely on the confusion and inability to compre-
hend on the part of the elderly to rip them off.

T really had to look at the form a long time myself to comprehend
it.

What they did was to reduce my bill to 80% on the first r%cording
(to $8.00). Then they approved 75% of the $8.00 to make $6,00.
And then they paid 80% on the total $6.00 amounts.

Stan, they percentage deducted me three times, wh;le percentage
deducted the M.D. one time. That little arithmetic makes us
worth $4.80 an office call and the M.D. worth $8.00 to Blue Shield.

A little economic punishment to the patient for not going to an
M.D.

Stan, this whole thing is obviously an economic plot against our
profession. :

Regards,

Donald C. Dempsey D.C.
Chiropractic Physician

DCDsdr
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v | EXPLANATION OF MEDICARE PART “B” BEMEFITS

ADMINISTERED BY THIS IS A STATEMENT OF THE ACTION TAKEN ON YOUR MEDICARE CLAIM.

THIS IS NOT A BILL. KEEP THIS NOTICE FOR YOUR RECORDS,
BLUE SHIELD OF FLORIDA, INC, YOUR MEDICARE NUMBER

P.O. BOX 2525 DATE HEALTH INSURANCE CLAIA MUIBER REPORY NUMBER
JACKSONVILLE, FLORIDA 32203 04/14/75 412=-07-1734~-0 07646930
TELEPHONE 7916163 A
ALWAYS USE THIS NUMBER
WHEN WRITING ABOUT YOUR CLAM
BENEFICIARY OR REPRESENTATIVE ) BENEFIIS PAIDTO
[ 1 [ T
. MIRIAM L EATON
1041 N THORNTON
ORLANDU FLA 32803
L ,_J L —
1. SERVICES WERE PROVIDED 8Y 2 e 1o | 49 3, AMOUNT | 4 Amount | g EXPLANATION OF ANY DIFFERENCE BETWELH COLUMNS 3 & SERVICE
e TeoRTAr AT oA ICES BILED Approved | > MEDICARE DOES NOT PAY FOR Preeidt
D C DEMPSEY 75|02| 07]28] 04 &EOO THESE MEDICAL SUPPLIE
DEomRnY  |merSAE) S8 T pEr Sl g e EEE
OR SERVI .
D C DEMPSEY 75103107|107] 01 200 THESE_MEDICAL SUPPLIES OR SER&IEE% } j. O
b C DEMPSEY 75103, 07|07-01 8a0 GO0 SEE ITEM 5 ON BACK 1 g
O C DEMPSEY 75101103103 (01 _800 &OO(SEE ITEM 5 UN BACK i gl
8 C DEMPSEY 5002|0728 04 3300 2400 (SEE ITEM 5 ON BACK 1 g
C DEMPSEY 75|01 06 31| 04 4 '00 3600(SEE ITEM 5 UON BACK 1 El
' REMARKS T o T L“
TOTALS M 12950 7200
MEDICARE
PAID
Inpatient radiology and pothology physicion - services and }
certain loboratories paid of 100% of epproved amount
200
Amount payable ot 80% subject to the annual deductible ’ 7200
Amount. applied foward annual deductible } 6000
Bolance poyable ot 80% } 1200 960 | YOU HAVE MET = $60.00 OF THE DEDUCTIBLE FOR 1975
TOTAL MEDICARE PAYM rp . $G60 BE SURE TO READ THE IMPORTANT INFORMATION
ENT H ON THE BACK OF rHIS NOTICE.

MED 8328 REV :7.72;
THIS IS YOUR CHECK—DETACH ON DOTTED LINE



v EXPLANATION OF MEDICARE PART “B” BENEFITS

THIS IS A STATEMENT OF THE ACTION TAKEN ON YOUR MEDICARE CLAIM.
THIS IS NOT A BILL. KEEP THIS NOTICE FOR YOUR RECORDS,

ADMINISYERED BY

BLUE SHIELD OF FLORIDA, INC.

P, O. BOX 2525
JACKSONVILLE, FLORIDA 32203 \
TELEPHONE 7971.662 ®

- BENEFICIARY OR REPRESENTATIVE

[~ ]

YOUR MEDICARE NUMBER

DATE HEALTH INSURANCE CLAIM NUMBER

01/2377?5 4120717340

REPORT NUMBER

00301245

ALWAYS USE THIS NUMBER
WHEN WRITING ABOUT YOUR CLAIM

BENEFITS PAID TQ

MIRIAM EATON MITCHELL SHAPIRD MD
3§E%NgD%EE§NTgEBUB bib E ALTAMONTE AVENUE
ALTAMONTE SPRINGS, FL 32701
' L — 48L7Y L -
. SERVICES WERE PROVIDED Y 2 W":':mv o s?nov 3. AMOUNT 4, Amount 5 “EXPLANATION OF ANY DIFFERENCE BETWEEN COLUMNS 3 & 4 obes
YEAR [MOMIH] DAY | DAV ] ICES SILLED * Approved |5 MEDICARE DOES NOJ PAY FOR (SESDDAECSKI
M SHAPIRO 741 12]13]13]| 03 10 gﬂD 10 EUD T
TOTALS - ———) l 10 jo0] 10 g | FEMARKS ST
MEDICARE
Inpatient radiology and pathology physician - services and ' {
certain loboratories paid at 100% of approved omount ’ H
Amount payable at 80% subject fo the annual deductible ’ 10 ao
Amount applied foward annual deductible ’
Bolance payable ot 30% ’ |
10 oo 8 00| You HAVE mET $60.00  OF THE DEDUCTIBLE FOR 197y
TOTAL MED'CARE PAYMENT » a iog BE SURE TO READ THE IMPORTANT INFORMATION
FORM MED 6338 BEY 773 ON THE BACK OF THIS NOTICE.
- v ~ '3
. i v - "
- ) l ) ;
~ 7 ! A \* )
§ / 7 - :
. . - (S .
-~ e . K * )

' 'fp} | autlabflzé ;B;f\old(-r of medical or “other lnformahon ?houl met 4o release to the SOmaI Secumy Admlmstrahon or its mlcrmodn fies
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e REQUEST FOR MEPICARE PAYMIT| # 1y g
.".‘J.(‘( l\l HACHRANGE RENTPITS—S00IAL SECURIEY ART (Sre fistructions on Back - Typ- o @i ¢ mngr o) AN

DR e A et et e fale e e aata] INfOrmai o re e £ 0w Tt Tbon e iy rpan ranuiets L I B LT BT RY brape gt 4o
. . PR . \ . . N

Cogay froum coName of patient (Faet ne S et b e )
1

Wivea cemploted, a0l tiis form to: YOUR OWN ‘ . )
Blue Shield of Flutida, Inc, ULALTH . .] ari o, Zelln oo
Medicare Part B INSURANCT L .
PO, flox 7525 CARRD . -,* Health insueance vloim number

Jucksonvilly, Florida (Seeexample ! 7 J”‘auiy‘ 5” 8‘“' "‘d 8 6 D i Wt AxFemale
on hack) { )

:‘f Patinnt's maiting rddress City, Siate, Z!P code l"rli'ﬂg‘nfl' :lumbor
JT5825 80 W Uk, 8, ldand, Fla, 33154 ! ——
Doscribn “he iliness o |n)|uy for which you Teeclvit trp.nlmcnl (Al ayr fill in this item lfyour doclor . | Was your illnass or

h % does not coniplele Port 1 below) | mjury Lonnested with
Iackache after falling backwards from stap. )[lo]uﬂ‘nmlﬂ)'mgl’m

% it you havn o(hcr health insurance or if your St'\lc medical assi: .lanre agency will pay par1 of your medlcal expenses and you want
;(F 4 mformahon aboul this claim relrased to thei insurance company or .Sln(e apency upon its renuest, gtve the follnwlng lnrormatlon

lnsurlng orgnm ation or Sta(n agency name and addrcss

f Pollcy or Medical Ams(anre Number '

N\

"

*4 or carriers any information necded for this or a related Medicare claim. | permit a copy of this authorization to be used in place of
- tho ongmal and requost payment of meducal insurance benefils elther to. myself or to the party who accept assmnmcnt below.

S| nature of pahent (See mslructloris on reverse where patlenl is unable to s:gn) i Date smned
SIGN ca , 1] /] /7“

HERE BTSSR T
i bR ’ i

wmu"m" " T T AN iy ekl

?-L < s fon A atam iy SRR L. TR SR . RCERERR )
; i - ! » ¢ ; Fully desciibe surgical or mcdu:al proceduies and Nature o?lllnc..s or ’ Ch.:ru:;' (i rs ! Leave
! o:;ﬁ:hﬂ ':I::E\fu ?.- Y other scrvugcs or supplms furatshed injury rcqulrlnﬁ services ' tated to unusual Blank

cirsumstances
sarvice ('Sf,i acvs)d“x for each data given or supplie ) explain in 76}

_— - e -'—~~‘*’Ion-=comp—
[+) P XX Ra:r Pro.\:L.n-ruc to t*eﬂtncnh available for roview oncltBry |

]

| d1e.
! , —

9/ | o " " " " $12.

8/30/7 | o v, iw%i (Shiropractic Sublyyation L2,13,L4

8 Name and address of p phys:c(an or supplier (Number and street, city, 'i‘elcphoué No. 9 Total o,

State, ZIP code) 665-3569 Chorges % 7707

Dr.D.J. Grazilano 10 Amount’ 20, : i
6205 Bird RD Physician or Lpad s T

5

5

8 M, A } supplier code 11 Any unpaid * . 'V

tiaml, Fla,33155 [on J G L.no D c 8920" |, balanceduc § fione
:'“1i_;ssigﬁmé;t_tarp;ti;n;:;bill 13 Show name and address of facnny whert sorv:ces wcre
, F> 1 accept assignment (See reverse)/gl do not accept assignment, performed (If other than home or office visits) !

f a

+4 . oy

T 14 Siunnlure 4 phy.ncn or/5uppher (A ﬂhﬁlﬂn.u signature ceru!les that phys:cmns services were Dale su:,m‘ : E

. napy (enderety/fh:m or undcr his personal direction) , / n §
e/ o

g+

/‘z\

J——— - -
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NEAAVEST T iy IVIEWICANG T/ lVlCI‘I oMB No.'”

MEDICAL INSURANCE BENEFITs—sociAL sr-:cURm(, ACT (Ses Instructions on Back—Type or Print lnformaﬂon) 72-0730
-~ HOTJCE-—Anyons who mlsreprnunu or falsifles tal nt d by this form may upon conviction be subject to fine and Imprlsonmont undar Federal Lay
| R TN e a O, TR e N e W O . T T

; When completed, zend this form for -+ - " %Il)JnygWN ﬂ Nnme of patlont (First name. Mlddle Inltlal. Last name)

| ; N oL .
Blue Shicld of Florida, loc. +* .~ ?N%&ggncae (4577%\/ / Nive i /; LA

Medicare Part B . J
. ' CARD ()| Health Insurance clalm number

:-. g"o‘:?"i";o e " 1 (Ses oxamplo (Includa all lottors) []/Malo

' on bacl) U, 0 (SL% Y75 Ol

Patlent’s. malling address / <y 7 Clty, State, ZIP codg, Telephorie Number
BN 4 Tyeasuye :J;)V Novlh b \/ilﬂaz 7& el - LOT:
J Describe the iliness or injury for which you mculved troatmont (Always fill In thls‘nom It ySuf doctor vas your Iliness or
[' ~% ‘ » doos not complots Part i below) ‘ N Injury connicted with
; o your employment?
[ Yes ZNo
If you have other heaith Insurance or if your Stato medical assistanca agency will pay part of your medical expenses and you want
Information about this claim released to the insurance company or State agency upon Its request, glve the following Information.

oy nen . ~ = DAR ? Insuring organization or State agency nemo and eddress Policy or Medical Assistance Number
rv EXPLANATION OF MEDICARE PAR Bliiorits

THIS IS A STATEMENT OF THE ACTION TAKEN ON YOUR MEDICARE CLANM, ! “)() 0 7 /7

ADMINISTERED BY THIS 1S NOT A BILL. KEEP THIS NOTICE FOR YOUR RECORDS. 18{ 1 authorize any holder of medical or other informetion about mo to relcaso to the Sodtal Security Administration or its intermedlaries
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JACKSONVILLE, FLORIDA 32203 3714775 267309586D 06710119

TELEPHCNE 791.8303

[J Femal

B S s

NPT N

I . e .,‘-..-....-
4

~of

{03, (<)

"
-,,un
‘ku‘j
)

@

i Signaturoe of patlent (Sce Instructions on reverso whare patient Is unzblo to sign) - Date sign
HERE ¢ [ RAAR2e = - 9/% 74
gl v L, a1 bt i ) ' o

j
i
{
0N |
ALWAYS USE THis NUM3ER |
1
'! ! I e ™ Srsanay -
|
]
|

WHEN VIRITING'AECUT YCUR CLAIM

BEMEFICIARY OR REFPESENTATIVE BENEFITS PAID 1T - R

A . C. 0.

! 7 Date of Place of Fully dascribo if cond Naturg of [Hinasa or r¥cs (If re- Leave

{ each sorvice othar :orvlcc-\ or r.unplle: hmnlshnd Injury rcqulrlnﬁ corvices Iaxod unusual Blank

sorvios ('Sgom%du for sach data give or cupplios clrcumstancos an
L]

explain in 7C)

T
: i | 6lo]14 O HAn uaL Manpuletan | 24Husnton  of I

; L(' '()I"“I‘L odatfutr v Birupg : [V
L _J L — | u
L sl ®,

1O ) | »

3]

Yehen NO
3 AMQUNT Amourt
1. $E1CES WERE PROVIDED BY 2;“7 - F:c: :r‘ov 5152, 3. “alep 4. Approved 5.
= B

NO 747108;303010) ]42.00 CHAR
C 741097303001 1200 CHAR

| B I hareby, certtj that doucmentary z-rays do proyimate
' A thia coi/sraa of It/;r catment dnd are apajlable for revicw.

. 8 Name and address of physician or supplicr (Number end streot, clty, | Telephone No. 9 Total EU
i i B State, ZiP code) L, . charges 3

‘ : : Dr. Herbert Messinger 9 4/ 7- 3_]7
I . ‘ ) :
- | 16900N. I 19t Ase. e A/t 2 e

REMARKS ] B ller cod
‘ temf Ponch Fla. 33162 suppiler code 11 Any unpaid
1 Na Mia=i Ranch Fl : bajancodue| § —
12 Assignment of patient's bill 13 Show name and address of facility where services were
D [ | accept assignment (Sea reverse) [Zlgo not accept assignment, porformed (If other than home or office visits)

Herbert Mossinger B € 89351

H 14 Signature of physician or suppller (A physiclan's signature certifies that phiysiclan's services wera | Date signed
i b personally rendered by him or under his personal direétion) ) / 171
: Tl

l'LO-.Dgclnr‘g Office H-—Patlent's Home (If porteble X-ray services, identify tho Her) ECF—E; Cara Facllity OL—Qthar Lacations |

b)

TOTALS fo=nm T3 oo Ion T \ 2400

MEDICARE
PAID

Inpa'eﬂ -:dnogy cmd pa‘b*"'g/ plysician - services und
certain 'soosctoties paid ot 1007 of soproved amount

N
5 Ao A iy o

o
Amount peyable of 307 sudject 1o the oonud? dedoct Dle

Amosrt sgpled towerd cunuol deductibe

Bie FOR ) - : y L p S N OH—oulpallen: Hospltal NH—Nurging Homa
XJ(XX XXXXX XX{(XI(.(X'\X.‘(,Q\;\.(% ’:‘ rorm SSA-1490(2) (s.72) gggmtgentol Health, Educatlon, and Welfara

VE #AET C
ISR X x X X XXX XXX XX R

= AN - BE SURE TO READ THE
TOTAL MEDICANE PAYIIENT w5 ool TO REaD T

FOPM ¥ES 23:k ¥, 7]

RS
‘

P}
)(-‘

! soyable at 82°%%
8clance 2oy ccurity Adminlstration

3
i
|
4
-
i
i
H
i
3
i
e wwn,,mwv,w.»zmw%

e A e



EXPLANATION OF ME

DICARE PART "B” BENEFITS

TOITANE T

THIS 1S A STATEMENT DF T2 AT i - Aned

A Yyt
ALl KEGP TS MOTINE #2° YOUR “ECORDT.

e g

ADMIrISTERED BY THiS 5 NOT A
F FLORIDA, INC YOUR MEDICARE NUMBER e e e
BLUE SHIELD © ! ' TE MEALIF INSURANCE CLATM NUMDER REPORY NUMBER
- P.O. BOX 2523 3/31/75 0900747304 08100823
JACKSONVILLE, FLORIDA 32203
e T ALWAYS USE THIS NUMBER
WHEN WRITING ABOUT YOUR CLAIM
BENMEFITS PAID TO
| BENEFICIARY OR REPRESENTATHVE — r -—.l
o systey TAEILTE
TAV TANENB ¢85
GILSJ§5 E_TREASURE DR MIAMI BCH FLA 33141
MIAMI BCH FLA 33141
) 1 B
\ L . ) _ L
: COLUMNS T & 4 P
: g EXPLANATION OF ANY DIFFERENCE BETWEEN
1. SERVCES WERE PROVIDED BY - Wn:;":’: 2 2 |a T (e Looved |5 MEDICARE DOES NOT PAY FOR (st aacx)
) YEAR |MONIH: A’ AY . 1‘ . B
! 1] RGES WITH INSUFFICIENT INFDRMATIDN -k
’ 74 091031221931 3833 CHARSES WiTH INSUFFICIENT INFORMATION "
: £E§§§mggs : 741 08{ 051 20{ 05 5q00 CHARG?S WITH I
| ‘ ‘
i
|
| - IR T . o
) . e
%! < &
, * — - P »%\’
‘«; - K ‘ . P
’ < SR T . B

08

e

AR

81

WILLIAM T, HUNT
1508 LA JOLLA AVENUE
SUN CITY CENTER, FLORIDA 33570
TELEPHONE 813 (TAMPA)I £34-3256
hay 12, 197)'{-
Honorable Lawton Chiles
United States Senator
Washington, D. C. 20510
Dezr Senator Chiles:

If it vere not that I have reached an impossible impassse with Blue
Shield oi rlorida, Inc., at Jaciksonville, ags administrator for Hed-
icare, I would not bother you with this problem. It is hopeless
for me to write them further about a simple pending claim, mistakes
with znother claim, underpayment by other claims, and their failure
to return to me &z recelpt inadverteantly sent to them, and their very
obvious breakdown in service or intent to completely ignore me. it
it is a general failure to serve iledicare clsimants in processing
and paying claims and decent courtesy in replying to urgent mail. or
if it is personal discrimination against my wife and myself and no
doubt at least a few others, the need {for intervention is obvious.

Attached you will find carbon copies of five seperate and specific
brief letters sent to Blue dirield by me under date of April 13, 1974
As mentioned in these letters I have written Blue Shield numersous
times regarding each gnd every point at issue and I have not received
any response whatever wntil now & meaningless, passover form. This

form, their "ied 6288", is attached and I would appreciate its return. .

As you will note they merely use two items on the form and say my ;
enquiry has been forwarded for review and "ittached is copies of the |
bill".. to copy of azny Bill was attached, and their mention of review,
is simply their stsiling tactic of moaths. TFor example, tha small,
uncomplicated claim sent tihem for rs. munt under date of Jan. 6,
1974, for services of a physician on dee. 31, 1973, amouwnting to only
$30:C0, does not call for a "review"; it just reguires processing.

In 21l claims and correspondence I have carefully identified every
item every time and been specific to make 1t easy for Blue Shield.

As stated by me in the top letter nerewith attached Blue Shield by
their months of callous neglect and indifference or complete break-
dowvn are not only depriving lrs. Eunt and myseli of payments dus us
from medicare by Blue Siaield of Fla., Inc., but they are also pre-~
venting me from sending cleains to Aevha Casualty as administrator
for Gov't-wide Indemnity peunellt Plen, ¥.H.B.A., to secure partial
reiabursement from Aetnha of disallowances ond deductions uy iiedicare.
It is necessary aad logical to send Aetna the forms furnisned by
olue Shield covering processing snd any payments on claims. In this
coanection I wisti to pay tribute to ietna Casualty Co., WTampa, for
treir excellent hendling of claims znd courteous and efficient

manier with claimants. Aetna is just the opposite of Blue shield.
Anotizer peoiat whitch ase

i tie coples of iy cor n

consideratly increasing wructice of disallowing parts of medical
kills. nis subject 1 i a letter
attacihed, and I have written Blus shield about it several times.

ii

Blue shield lgnores any reference to tiielr arbitrary unexplained
reductions cf medicgl bpills in srriving at their allowances.

Yours very sincerely,

N e T N,

*Retained in committee files,.

R R BT g Y e T
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HERBERT G, FOLKEN
11.12 CrRowN OAKS WaY
THE SPRINGS
Longwoob; FL. 32780

June 30, 1975

The Honorable Lawton Chiles
United States Senate
Washington, D. C. 20510

Dear Senator Chiles:

This is to applaud your subcommittee investigation of the administration of
Medicare, especially as it relates to Florida, and to encourage extension of

the inquiry into every facet of the operation and its interaction with the
Federal Employees Health Benefits Program,

The latter, of couxnse, urges collaboration with the PO&CS committees, If
properly administéred, Medicare B along with the FEHBP Service Benefit, low
option is a "best buy"” for most federal retirees who are not among the 40 per-
cent who are eligible for Mediacre A. The cost of the B+low option is about the
same as the FEP high option alone and the subscriber gains "no deductibles, no
coinsurance”in exchange for foregoing hospitalization in excess of 90 days per
illness per year, The government already pays 75 percent of the low option
premium, a percentage that the House PO&CS committee just refused to generalize,
even prospectively, in converting H. R. 73 to the clean bill H., R. 7222. We

urge your leadership to amend H, R. 7222 in the Senate to put back the lost
provisions of H. R. 73 that would benefit retirees as well as employees.

The PO&CS committees also have before them an HEW-~CSC proposal for implementing
the removal at the end of 1975 of Medicare from the primary carrier role vis-~a-
vis FEHBP, It would make better coverage free to the 40 percent of retirees

who are fully covered under Medicare and raise the premiums for all other: FEHBP
subscribers. This hardly seems an equitable solution unless it is tied in with
a general increase in the government portion of premiums,

For your investigation; the UCR concept strikes us as the big problem, going far
beyond plain error, misplaced documents and slow processing., Some method of
screening out really unreasonable charges is necessary, of course. But if they
are fairly determindd and up-to-date why would not one of ten or more doctors

in our recent experience accept assignment? How many of the 35 percent of

Medicare B claims that GAC found to be assigned are billed by hospitals?
appears to be a possibility cf *’discrimination®
over physicisns',

There
in UCR favoring hospital billings

The enclosed three letter copies, part of an exchange with Blue Shield, highlights

a case that appears to pay as little as one-third as much to a doctor (for in-
hospital services) as paid to a nearby hospital for the same patient and service-
then a retreat behind SSA's $100 limit for hearings. In another personal experience,
a hospital was paid %25 each for many EKG's (plus $7.50 each to a doctor for reading
them) while the doctor who admitted the patient i allowed only,$10 for the office
call that including reading the EKG and decisions that it should be made and that

the patient should be hospitalized. Is it any wonder that docpors refuse assign-
ment of claims? At least the latter case Seems more likely tojresult from

capricious and unwarranted features of the UCR tables than frofm clerical error.

& !
] B more
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page 2, Chiles

Wi i 1 reduction of $23 million in
N ome reports that HEW is ordering a annua ;
ﬁggigare B ?ees ~ in the face of evidence that current allowances so far under

d ictiona initions
current realistic usual, customary and reasonable charges (dictionary defi )

that few doctors will accept them!

s P
On February 24, when I wrote about seeing yguddﬁrln% t:iuzieﬁc;; zgrgtai,uitil
i i i i id not T
ended the day in hospital intensive care an L ) o i
ood but still incomplete.
11 24 after open heart Surgexry, Tecovery g
?ﬁi;r 16 day hospital stay for rirs. Folken gnd you haye‘a craﬁ gzgzii ;zts chat
M;dicare B/FENBP claims actionsS.. gur experle?ce on timing an o e inte
determined by GAD almost exactly. The 28 claims should have been 1vd o
many more. Blue Shield does best with one-liners! It should behnztgtzlz So%e-
thaz Blue Cross has. generally been fast and complete, those to hospital
times even duplicating what Medicare B should pay.

ive age we
Baving saild all this, we are still happy to be alive, to have the coverag

do have and your help 1n making it work better. Many thanks and blessings on
your further work in this area.

Sipgerely, = <
(577, 4
éZZ:, e S At fon

Herbert G. Folken

cc: McCarthy, FlaFedMARFE
McClelland, NARFE

i T —— T
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MERBEERT G FOLL Y
12 Creown Danks viay
THE SPRINGS

Lonswoop: EL. 32750

June 29, 1973

FOR ADRESSEE ONLY HIBs 215+44«831) M
Reports 12706745 C
Mr W. H. Stansell, Sr. V. P.

Blue Shield of Florida, Inc.

P. O, Box 2523

Jacksonville, F1, 32203

Dear Mr, Staneells

Since writing you on Juns 23, 1975 in reference to the sbove caption, I have
received a form letter from Blue Shield addressed to Wayne H. Schrader, M. D. ,
the supplier in the above case; it is captioned, "H. G. Foldma, R03439115,
service datels) 4=14«75, thus appearing to be a supplemental sction under our
FEHBP coverage. Square 19 on the form {s checked and the notation typed in s,
mqedicare paid inpatient Lad 100%".

This evades the issue rakeed in lettar of Jyne 25. The chsrges of 4«14 were
indeed paid in full -« all 53 of them, 50 were 24 others on the same claim
rendored between 4=10 and 4=21., The four items in contention were on 4-12 annd
4=13, the aggregate of the charges $54, the awount paid only $26. My calculator

says this is 48%, quite different than 100%.

Thus the issue {5 sonfounded or compounded. It is disapphinting that the FEP
Claims Department review did not clarify nor correct this matter. My original
challenge remains in order.

Sincerely,
Harbert G. Folken

eci  Senator Chilee ’/
Robert H. MceCarthy for GAO

1
1
i
t

«
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HERBERT G. IT'QLKEN
112 CRoWN QaKS WAy
THE SFRINGS
LonewooD; EL 32750

June 24, 1973
FOB_ADRsSSEE oMLY

Mr. W. J. Stansell, Sr. V. P.
Blue Shield of Florids, Inc.
P, 0. Box 2528

Jacksonville, Fl. 32203 HIBs 215-64-8311 M
Reports 12708745 C

Dear Mr. Stancell:

Tha implications of a letter from your office om the above, signed by Mrs.
Lynda Dedmon, Supervisor, dated June 18, 1975, copy enclosed, are so appalling
a8 to require your personal attention.

The implication seen hers is that your personnel can demy obwious error and

gain “immmity” Wy hiding behind the SSA rule limitiag hearings te contreversies
finvolving 5100 or more. In this case, the exror is so apparsnt that it is
revealed by a simple check of actioms taken on the claims for {dentical services
by tuwo differemt suppliers in the same area in succeasive weeks, You will agree,
I am sure that costs or allowvable rates for“fractional CPK*s" did not go dowm
by two-thirds between March 24 and April 12, nor for "fractiomal LDH's"™ from

$10 or more to $8. The tests referred to were done on the sams patient in two
hospitsls less than 10 miles apart, Mrs, Dedmon’s lstter does nothing to dispel
or counter the prima facia evidence.

Technically, perhaps, I should not be cencerned with this issue inasmuch as our
linkage ofzMedicare “B" with FEHBP Service Bensfit, low Optiog, should ssswre us
the same ultimate level of coverage. But we feel sure that you are comoerned, as
we are, with the coupetemt and homest operation of both of thess departments with
its attendant webumdant allecation of coste, proderly; to each body of premium-
payers,

My wife and I have wnfortwmatsly exparienced a cram ceuxse in your speraticas,
having feund it necsssavy to file, or have flled by eur suppliers, mere than
twenty claims since Decamber S, 1975 only one"of which ha#~» been accurately amd
completely sattled (by Rlue Cross)., Actumlly, Medicars "B™ actions have been
more timely that the the tendem FEHBP sctioms. Our oldest "B™ claim still wisard
from was malled on April 3, 1975, vieress met a siangle “tamdem” sctiom wmder
FEHB has besn fully and accurately ommplated em referval frem "B* going dack

to includad those of December 5. I wret: to Mrs, Mills about thess en May 29,

1975 but have had nc vespomse. . “Other than Hospital claims.,
Your personsl attention will be apprechkated.
Sincerely,

CC: Senater Lawton Chiles l/
Robert H, MeCarthy for GAO

58~526 O - 75 - 7
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MEDICARE PART ‘B’

POST OFFICE BOX 2525 JACKSONVILLE, FLORIDA 32203
ADMINISTERED BY BLUE SHIELD OF FLORIDA, INC,

June 18, 1975

Herbert @. Polken
112 Crown 0ak Way
Longwood, Florida 32750

HIB: 215~44-8311y
Report: 12706745

Dear Mr. Folken:

you. Qur firgt step in # review is. to dete
has been made, We then check to see what the
for the Procedure, and 1f the claim was paid according to Medicare_

regulationsg. Briefly stated, Medicare‘regulat ]
pay the lower of: .

2. The physician's actﬁal charge
b. The physician'sg customary charge ’
c.  'The Prevailing charge of Physicians in the area.

Through our review, ye established that
eorrectiy; and that you were paid the ma
these Procedures,

our action, in your.case; you may
1 hearing officer to determine
Medicare Part "B" guidelines.

subtracted. 1f you wish to dppeal our review determination, it will
be necessary that youy submit a writtenp request for a hearing to the
Administratiye Assistant,_Fair Hearing Section, P.O,. Box.2525, Jack~
sonville, Flordida, within six months;from the date of this letter,

B

Sincerely,

Mrs, Lyndaégzgf?f o o .
Supervisor

aT‘

AT g
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1lc S.S. ADM.

¥ Cardwell
e Honorable James_B. ;
ggmmissioner of Social Security
Social Security Adm;n15§r§tion
Baltimore, Maryland 21235

3 1
Dear Commissioner Cardwell:

: - d Friedenson,
y ntacted by Mr. Leonarn c
Regeggiyazzggscgi West Palm Beagh, Flo&ida, social
L
i plie ol 1
Frle%ifzognaﬁgrch, 1974, and hasn't been employad
g?gge Ehat time due to lung cancer,.

; iting his c3aim
' si vided in expediting :
3?¥1a§§lzggigiigiga as he is experiencing extreme
financial difficulﬁies.
With kind regards, I am

: Sincerely,

LAWTON CHILES

LC/sx

i srmenret
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DEPARTMENT OF HEALTH. EDUCATION, AND WELFARE
SOCIAL SECURIY'Y ADMINISTRATION
EALTIMORE. MARYLAND 21235

OFFICE OF THE COMMISSIONER

TG © Januers 291975

Ti-05-3319 ' . -

- . ) -
saorable Larton Chiles . -

L;\ Zited States Senator .

~deral Building
' :keland, Florida 33801

1 >
-
sar Senabor Chiles: '

’

p -t lire Leonard Friedenson, Andover J 255, Centre Village, West Paln Beach,

' Florida 33101

¢ Burean of Disability Insure.r;a:e inforns me bhat Hr. F.'t::'.cdgnson Was aivarded
" monthly discbiliby bonefit of $228.00 effective Hay 197k, increased to

2 206.90 affective Juse 197k ilrs. Friedenson was also avardod a uife's

N & o

;" nefit of $135.40 increased to S5110.50.

;. Hovember 197} a eheck for $2,6(2.90 was issusd which included benefids
e <o and liys. Friedenson for ilay 157k throush October 197h. Subsequant;

T ity benefits have baen cotblued in one check for $LLT.70.

Singerely, yours,

d ’ Janes Be Carduoll
Comzissioner of Social Security

!

.

Sl e o RRRPROUY
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Mra. Leonard D. Friedenson
Amkwa’d255(&mhm9\ukge
V. Palm Beach, Fla. 33401

Jan, 3, 1975
Honorable Lawton Chiles
United States Senator
Federal Building
Lakeland, Florida, 33801

Dear Senator Chiles,

In splte of your efforts on my behalf on case #IAD
087-05-33449, I regret to inform you that nothing has
been settled on my behslf, Late in Nov, I was happy
to recelve a check in the amount of’$2669.90 and I
was awalting my Dec, payment in order to write to
you my heartfelt tHanks for your efforts, Alas, Dec,
has come and gone and so has the Jan, Date for re-
ceiving Social Security checks., I have recelved no
check, communication or notice of the reasons for
the amount of the check sent to me in Nov, I know
that your efforts on my behalf have been successful
in having the one check sent to ne,

I have revorted the missing Dec, and Jan. checks to
the Social Security office in West Palm Beach and
they have started the same runaround procedures that
thev have using since July, 197,

Many thanks for your assistance on my behalf and I
ho-e that you will be able to aid me in having the
H. F. W, finalize my recoris so that I can receive
checks du= to me on a regular basis.

Sincerely,

% aﬂé o@ ~}/7/€e. [éééxvl/QE‘v\.

B e
e e L T T T i it At e s & s AR e e T
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Mra. Leonard D. Friedenson
Andover J 255 Century Village

W. Palm Beach, Fla. 33401 .
Feb, L, 1975

Honorahle Lawton Chiles
United States Senator
Federal Building
Lalreland, Florida 33801

Dear Senator Chiles:

In your letter of Jan, 20th, you advise me Ehatv
ou are again contacting the Commlss;0§er1§
goEiaW Seguritv. I would 1like to point out a

few facts to you:

d no check,
Anotrer month has come an : -
é. Ingave been making two or more inguiries ’t
" per monthat the W, Palm Beach Social Security
ce si a7h

fice since July 1’7T’ o o e
gif%ov 27 lg?h,’Comm1351oner of Social :ec
urit% J B: Cardwell wrote to youssaying he .
would follow this through and get back to you,

I bavé fil1led out and sent cards tg thth.
Palm Beach Social Security office LO; Deg
checks not received for the months o .s

Jan,, and Feb,

K . _? 3
5. The person whro handles congres§¢on§l 1gqg_r1§§ﬁms
" at the Y, Palm Beach office a Mr, English, clai
that he never had any inquiries on my case,

i

Pyt

e
e e R O e
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Mre. Leonard D. F riedengon
Andover J 255 Century Village
W. Palm Beach, Fla. 33401

-2

6, The West Palm Beach office has no record of award

to me six months after I was told on Sept, i, 197).
by a ¥, Palm Beach reépresentative, Mrs, Cohen that
the award was avproved,

I have not worked since my lung cancer overation
in Nov, 1973, After the broper waiting period I
filed in March, 197h gg required, Except for c1a
larece check in Nov, 197, I have not hearg nor ro-
ceiVved any official communication from Social Secu-
rity in spite of all my inquiries,

By thils time I anp embittered ang disillusioned with
our bureaucracy wrere nobody cares for the needs or
rights of a person enough to see that g disoosal

is made of his case,

Sincerely,

79?«CWL bt QL L C-Cc’,f_{.&c\,,\'



CONTINUED

10F2

K]

B b i Bk NS o porarn P

~

s At o oo i

-



92

Mere. Leonard D. Friedenson
Andover J 255 Century Village
W. Palm Beach, Rla. 33401

March 5, 1975
Honorable Lawton Chiles
United States Senator
Federal Building
Laleland, Florida 33801
Dear Senator Chiles:
Many, many thanks to you for your assistance in
getting my Social Security on a monthly basis,
After my award was made in May, 197, it seems
incredible that it should take ten months to put
me on a monthly payment basis, I was happy to
reas that wour efforts have resulied in a probe
of Social Security by the G, A. 0, To one who
basn't any savings, the admiristrative and bureau-
cratic delays (such as the Social Security Admin-

istration has become known for) can be catastronhic,

Azain my thanks for youwr efforts on my behalf,

Sincerely, N
ey - .
- 27 A ,
KTV g% Ll et ry—0
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April 8, 1975

Leonard D. Friedenson
Andover J 255 Century Village .
W. Palm Beach, Florida 33401

Dear Mr. Friedenson:

Thank you very much for your recent letter in ¢
further reference to the social security program.
I am pleased that your problem was fiaally re~
solved and I agree with you wholeheardfedly that
you should not have had to wait such a long time
Befoysur monthly payments to be properly sent

to you.

SHould you feel .I am able to be of assistance
in the future, do not hesitate to call on me.

With kind regards, I am

Sincerely,

LAWTON CHILES

LC/sr

1lc
FRIEDENSON, LEONARD

F{® CLOSED

S



94

2042 Shadow Lane
Clearwater, Florida 335715

Honoralide Lawton Chiles
U.S.Sendaton from Floiida

2707 Dirksen Senate Office Buidding
Washingitan, D. C. 20570

Dear Senator Chiles,

cuse the impgsition for help at the siart of a LegiALa/t_-ure ‘qeoa.q_lqn,
Lut 4§ce J meeLﬂl’;wthh ihe assisitance of the L,L?:a/z.wa/tezt Sao’e;a,l,. Secu/.u_,r;g,
Oftice, am unalile #o get a aedimbursement fron Medicare, Pari B‘ s adnindis-
tered by Blue Shield of Florida in Jackagnuille, for a zrenial invodice in
the amount of § 52.52, which was incurred on Decemlber 4, 1973 and sulnit-
ted to Medicare on ‘Januawy 26, 1974, 7 find ro other aliernative but to
appeal *o you for your gracious aid.

he item involues ithe rental of a hoopital led and a bed/.:i.c.te commod..e .
fon mlj. wife, because af severe bodily caippling due %o rheunotaid azuh/z,utzo
and osteoporosis. Our doctor, L. Rygorsky, M.D., of Cleawaitexr, pz?,?.oc/u,be
them ithe beginning of August 1973 and they weze zented f£rom Dunham's Surg-
ical Appliance Service of Cleamwaiex.

nt rental bills were sulmitied ao J had paid them and fledi-

care Zzzdﬁheﬁegmg, even though a might olow, except the one ment-
ioned above. Usually other medical expenditures were dugiped Xogether with
the nenial bLidl when a claim was submitied. This procedure was followed
also with the claim nailed on January 26, 1974, »0 that the total amouni

was ¥ 88.52. ; .

date af Farch 28, 1974 and repoat # 05903506 C a bene!r,c’.x check
for a/ﬁieg 25.60,#0;7, 80% oﬁ,ﬂ 32.00, was received, with the notation of
"puplicate BILL" for the § 52,52 as the zeason of this amsuni not approved
and Blue Shield showed the date of Dunham's 4invcdice as 8—3-73._ The actual
date of the zeceipted vouchexr from Dunham's for the alove clain was 7..2—4-73
and bezars the number 17877-74. J have ithe carbon copy w/u:Le the original
went along with the claim. On April 4, 1974, Me. Cranl of the CLea/uua/telf, ,
Social Securiiy Office, io whom J talked, diapatched a "Reguest fonr Revieuw
to Jacksonuville, outlining their errow in Zhe da/tej and a/JJCf send alang a
copy of voucher # 17877-14. At the oane time J had shown him all the coples
of the previows Dunham vouchers ic prove that an error by l.j»Lu.e Shield h.ac.t
been made. Jncdédenially the voucher of Auguet 3, 1973 sulmitted as a clain
for the August 1973 zental bears # 11575-18.

2ding to fe. Cramb J ahould hear from Jackeonuvidle by 7-4=74,. but

not h;azizjzg heg/zd fron them, J went back o see . Cramly alout Auguot 6,
7974, He too was dismayed that J had noi heard, lut at the same iime told
ne that an examiner ie in itheir office checking ints all the gan_zp,l,w.ta
about the poor service thet doclal Securiiy retirees wre zecelving £rom
slee Shield of Floaida. He thought this might wesult in a change Ly H&J
10 ancther finm who would e betier qualified cnd aender leiter aervice.
This howszcleaning ie sorzly needed. .

1ot undil thz beginning of Ocitober 1974, under posinark Ocioler 7,
1974 QZZ 7 a.lglc_e.we a p/u/ 'nte?i ,‘Lf)un_ comnundcation, dnditialed by x b, undex
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the signature of Sharon Dolua Dept. Supervieor, that the alove clainm
3752.52, which 7 ewlmitied an’]anuaﬂg 26, 7974,’wa4 paid on 9-20-73, Hf:a
absurd 2o supposedly habe been paid for something four (4) monthe befare

the claim was dispaiched. Ji sure takes a baaindess wonder #0 come up with

a ostatement Like that.

After giving myself enough time to calm down J went back to the Social
Security Office on Decnber 9, 1974 and had a Wr. Tutodi resulmit a "Review"
form, where J myself Lilled in the reason for ieimlursement and i, Tutoldi

atiached a photocopy of the 12-4-73 Bunham voucheir. He asked io ¢lve Blue
Shield time to 3-24-75 o repdy.

Lo and behold, on January 16, 7975, under posimark January 15, 1975,
J 2eceived anaither preprinted form telling me again #hat the § 15052 (sic)
was paid with a check dated 9-20-73. This cne lore the signaiure uf Adedna
Pooley, Dept. Supemvisar and was initialled P.H#., and as "Additional Inform-
ation” the correspondent wroie, quoie: "This included the § 52.52 charges
on zepori # 05903506, which was disallowed as duplicate bills™. Boih pre-
printed fowm reports faom Jacksonuville referred to report # 25615328, which
zedindrised mefor the actual 8-3-73 rental Lill. :

Again the siupidity of telling se, you were paid for something an 9-
20-73 which was noi claimed until January 26, 1974. It looks iike the second
correspondent just copled what the firei one came up with, and 7 believe
that neiihesr ane of ithem undertcok a sericus search to check out ithe facts,
Ji is little wonder that the Medicare offices run by Blue Shield ce in
such a glorious mess, when they employ ignorant and inefficient peaple
and that at the Zaxpayeirs expence. The supervisors seas o le the worst
of ihe dot. Jn June 7973 J had reiurned a check for § 32.00, because it
was a duplicate payment of a claim othexr than the one mentioned alove.
Lucky encugh J had copled ithe zepoat and check numbers. Uet on llovenlber
6, 7973 J was threatened: with having this amount taken off of a Luture
check unless J retuen either iheir check or send my own. 7That letter was
odigned by Sharon valbs. J wroite her siating that J had retwrned the check
shortly after J had received it and #o ask the dislursemeni department Ehat
they had received. zhat check back. No response came, but on December 73,

71973 she oend me a copy of her november 6, 73 letter, 7 added a salty post- I

ochipt to that copy and miiled it righit back *o hex. Finally on Decemlber
20, 1973 ohe mailed a posicard confinming that the original’ check had been
2recedived in Jacksonville, An’inierdepartmental communication syeten deens
2o be sadly Llacking or it could be sheer laginess to let others, zthat could
dbe Llavodved, know of such transdcitions.

J have deen in the business community all my Life, the last 25 years
as Accounting Department Supervisor for the same employer phior o ny eardy
aetirenznt because of my wife's healih. Someihing as sloppy as the Blye
Shield of Flowida operation Lok HEW T would noi Zalerate. Ji 4is not 0 much
the 2ime spent J aegret but the moneiary expense of ihe unning around and
corresponding, Zaking up somebody else's iime to gei thinge siraightened
out which should noi have occured -in the Lirst place and noi 4o forget the
time wm? your good oflice ia lLeing asked to spend Zor any help ysu can give,

hlany thanks for your assistance which swrely will be eppreciated.
Ue//% sinceredy
et G&/"’//) sl
Faed C. Brsdiedi="
husband of KHelen A. Brodbeck
Soc. Sec. # 348-07-2390-5
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BRODBECK, FRED
March 17, 1975 closed

Mr., Fred C. Brodbeck
2042 Shadew Lane
Clearwater, Florida 33515

Dear Mr, Brodbeck:

A short time ago you were in contact with my offlce
and I advised you I would be in touch as soon as
possible. I have now received some informa?ion re-
lating to your inquiry, and I am enclosing it for
your reading.

After you have had the opportunity to review the
agency's respoense, if you fesl I can be of furthexr
assistance with this, or any other matter, please do
noc hesitate to let me know,

With kind regards, I am

Sincersly,

LAYWTON CHILES
LC/jz

Enclosurs
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2042 Shadow Lane
Cleawatesr, Florida 335715
Apnil 7, 71975.

Honoralble Lawton Chiles
U. So Sen.G/tO/L

Federal Building
Lakedand, Florida 33807

Dear Senator Chiles,

At dong dast we can send you our most sincerest
thanke for your and your staff's help in geiiing our
year old clain againet " [ledicare, Part B'squared
away, decause today we zeceived their check iy 2R pay.
us for the claim which we incurred on 12«3-73.

Rest gsoured your assistance is very much appre—

clated and we otidl regirei we had to impose on youw.

Youres aincereldy

"/
Py sz
/—\nguz’Céiﬁgggfgzézdeﬁi

Fred Co Brodback
hwsband of Helen A. Brodbeck
Soce-dec. # 388-07~2890 A & B

[Whereupon, at 12:20 p.m., the subcommittee was adjourned.]
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