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LETTER OF TRANSMITTAL 

I U.S. SENATE, 
COl\Il\IITI'EE ON GOVERNMENT OPERATIONS, 

SFBCOl\Il\IITTEE ON FEDERAL SPENDING PRACTICES, 
EFFICIENCY, AND OPEN GOVERNl\fENT, 

lVashington, D.O. 
Hon. ABRAHAM RIBICOFF, 
Chainnan, Com'171ittee on Government Opem,tio1'ls, 
U.S. Senate, Washington, D.C. 

DEAR l\1n. CIJAIRl\fAN: The Subcommittee on Federal Spending 
Practices, Efficiency, and Open Government of the Government Op
erations Committee, conducted investigations and inquiries into the 
inefficiencies of the medicare payments to Home Health Agencies, 
particularly in the State of Florida. 

It was Ollr desire to use the Florida situation as a case study to hope
fully provide yaluable insight on the problems that have arisen all 
over the country ,yith regards to the private, nonprofit home health 
care agencies. These agencies are practically self-regulatory and com
pletely independent of meaningful guidelines for operation. 

The subcommittee found an urgent need for administrative and 
possibly legislative overhaul in three major operational areas-claims 
processing, utilization review, and provider audit and reimbursement. 

In anticipation of further congressional action in this matter, I am 
hereby transmitting for publication as a committee print the report by 
the subcommittee on Home Health Agencies and Medicare payments. 

Sincerely, 
LAWTON CHILES, Ohairman. 
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INTRODUCTION 

The intent and validity of home health care programs is, without a 
doubt, a vital and impo:-tant part of the lives of millions of elderly 
persons all over this country. The payment for those services, as pro
vided by the law, under medicare is also of great importance to the 
persons most involved-the American taxpayer. The concern for qual
ity home health care was and is uppermost in the minds of the sub
committee. There was consjderable concern over the administration of 
the agencies. Concerns which wel'E' expl'essed by the chairman, Senator 
Lawton Chiles. 1Ve have disturbing reports about some health care 
in Florida involving private, nonprofit home health agencies and 
medicare payments, which include: 

Reports that persons were tested for respiratory function tests when 
they were not physically able to do so. 

Reports that medicare has had trouble collecting from an agency 
which has a vast amount of money owed to medicare. 

Reports that somehow real costs are hidden in some agency reports and claims to medicare. 

Reports that bribes and rebates are all too common in the referral of medicare payments. 

The tremendous proliferation of home health agencies in the State. 

Overutilization of services alJowed by medicare simply because they are allowed. 

Reports that some medical supply companies advertise in the media 
about "cost free" equipment for medicare, patients. 

Reports that oxygen abuses are continuing in spite of the fact that 
medicare authorities have been notified about this abuse. 

Reports that in New Jersey, for instance, a wheelchair that cost 
$168 to purchase was rented for 72 montl1s at a total cost of $1,080. 

A hospital bed that cost $283.50 was rented for 58 months at a cost 
of $1,654.20-medicare funds pay 80 percent of rental cost. 

Although these are perhaps isolated items they underscore the po
tential abuse that can exist in the rental of equipment. 

Perhaps one solution is to raise the amount that the law alJows for 
iuJJ, immediate reimbld'sement for equipment from $59 or less to a 
higher figure. 1Vhen we consider the fact that the. amendment allow
ing $50 was passed in 1968, illustrates that Congress in this respect has not kept pace yrith rising costs. 

At any rate we need to close the "end" on equipment rentals. 
Finally, I think the Congress is committed to provide high-quality 

health care for the elderly and closing the loopholes that presently 
exist in the medicare/home health field. 1 

1 From Senator Chiles' opening statement at Tampa, Fla" hearing, dated Apr. 12, 1976. 
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In hearings held in Tampa and :Mi.ami, Fla., the subcommittee 
heard from a total of 28 witnesses. The theme remained the same: 
abuses and illegalities are certainly present in the program and proper 
safeguards arc not! 

The subcommittee felt that several key and important aspects of 
the inyestigation should be developed in the hearings. Those special 
al'l~aR were: 

(1) The great discrepancy between the "cost of operation" of pub
lic and private nonprofit home health agencies. The particular costs 
\"hich were most obviolls were skilled nursing care, nursing aide care, 
administrative salaries, pension plans, et cetera. 

(2) The illegal payments of rebates, referral fees, bribes and kick
backs with involving false medical reports and highly questionable 
medical practices. 

(3) The overutilization of home visits by private, nonprofit home 
health agencies often to the detl'iment of the patients involved. The 
investigation by subcommittee staffers turned up instances where 
many patients \vere forcecl to turn to public agencies after being 
chopped by the pl'ivate agencies after their allotted medicare visits 
had been exhausted. 

(4) The overutilization of durable medical equipment to the ex
tent that many times the original cost of the item has been greatly 
exceeded in the payn1<'nt of rental fees. 

([)) The steady proliferation of private, nonprofit home health 
agencies in Flol'icla because of the ease involved in the establishment 
of such an agency. 

(6) The possible conflict of interest that exists when a doctor owns 
or has substantial vested interest in a home health agency where he 
refers patient/clients. 

(7) The deliberate evaS.::0n of certain aspects of the law in order 
to gain an unfair competitive advantage by some durable medical 
equipment dealers. Prime example of this type of practice is the 
agreement that the IYME dealers customarily forgive the 20 percent 
co-pay anel instead turn it over to the private, nonprofit home health 
agency "for doing the necessary pap('rwork." 

(8) The addition of an "administrative markup" to the DME pro
viders invoice by home health agencies and the submission of the 
larger figure to the Bureau of Health Insurance for payment. Such 
a "markup" is in violation of BRI regulations. 

(9) The seH-regnlatory aspect of private, nonprofit health agencies. 
The subcommittee chairman, Senator Chiles, added one other con

cern: "That the patient will not become the 'forgotten person' during 
the entire controversy, that the importance of proper home health care 
for the elderly will ultimately gain from this investigation." 2 

2 Remarks from Miami press '!lnference, May 5, 1976. 
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HISTORICAL PERSPECT~VE 

The growth of private, non-profit home health agencies 

in Florida: 

Year 

1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

--.~- .. 

. Number 
of Agencies 
eligible for· 

payment 

82 
*220 

Amount 

$1,702,958.51 
1,120,100.72 
1,066,902.54 
1,442,167.28 . 
3,050,690,.82 
9,847,823.57 

22,900,369.61 
*45,217,000.00 

Average 
Cost 
Per 

$58 
54 
57 
67 

108 
179. 
226 

*450 

'I< Committe7's projection based on mid 1975 growth patterns 
and the ~mp1ementation Florida licensure procedures. 
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1973 home health care agencies were county 
Most of the pre-

i t ' These associations 
Nurses and Visiting Nurses A-SOC a 10ns. 

operated under an organi~3tion similar to the example below: 

, f M Judith Travis, R.N. 
(taken from the test1~o~~1~Sbo~;ugh County's Visi:ing 
Executive Di~ec~or 0 1'1 12 1976 in Tampa, Florida) 
Nurses ASSoc1at10n - Apr1 , 

TABLE OF ORGANIZATION 
VISITING NURSE ASSOCIATION OF HILLSBOROUClI COUNTY, INC. 

Visiting Nurse Association 
BOllrd of Directors 

..... Mc-"d l'-ca-re--::p-'-ro'-::fes::':':s i;-:-:on;;;-;altP;:;:er:;;;;so;;;;,nalll ----------
Executive nirector -------_ .. --_ .. -----

Adviso C(ltttt1\ittec 

Professional Staff 

Medical Advisory 
Contnittee 

May 1, 1974 

.---,- . ~~-~----

f 

" 
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" 
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Basically, these public non-profit organizations were 

instituted out of a communicy need to provide nursing care for 

the low-income elderly that were unable to do so for themselves. 

Most Visiting Nurses Associations collect fees from those 

patients who can afford to pay for services rendered from 

Medicare and Medicaid and the United Way or other community 

oriented contributors. The I::entral point is that the public 

non-profit home health agenci.es do not get 100% funding from 

medicare and medicaid, in fact, the average for federal funds 

received by VNA's range from 59% to 84%. 

The hearings in Tampa and Miami explored the health care 

problems and solutions of· VNA' f3 in testimony from several directors 

from the State of Florida. Their testimony will be dealt with later 

in this report. 

Many of the private non-profit Home Health Agencies hav.e 

a structure such as the one ·listled below: 

FIELD NURSES 

HOME HEATH AIDES 

BOARD OF DIRECTORS - EXECUfIVE OFFICERS 

--';~-I OCCUPATIONAL THERAPY SERVICES 
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The O'rowth of these types of agencies is illustrated by the testimony 
of Mr.bpaul R. :Meyers, vice president of medicare, Pa~'t A: Aifairs 
for Blue Cross of Florida before the Government Operabons Subcom
mittee on Federal Spending Practices, Efficiency. and Open Govel'l~
ment in Miami on May 5, 1976-Blue.Cross of F~ol'lda act~ as tl,le ~n.e~h
care "A" intermediary for 208 hospltals, 29 skIlled nursmg faclhbes 
and 64 home health agencies. 

Specifical1y, Mr. Meyers stated: 
HegulatioJls have been forthcoming relating to compensa

tion of 0WJlers of proprietary hospitals and skilled nursing 
facilities,and to the profit which may be considered as rea
sonable and rejmbursible lInder the medicare program. 

These are relatively clear and understanclable to providers 
and intermediaries alike. 

In the area of owners' compensation, thc guidelines gen
erally allmv the same salary for the owuer as he would receive 
in a comparable situation in a cOlllparable not-for-profit in
stitution. 

Until about B years ago, almost all home health agency 
services were provided by visiting nurses associations and 
county 01' city health departments. 

They were reimbursed under the medicare program on the 
basis of reasonable costs and the reasonableness of adminis
trative salaries ,vas not an issue because these 'vere general1y 
determined h the marketplace. 

. If an item of cost would seem to be nnreasonable or not 
allowable the provider simply met that cost with revenue from 
nonmedical'e patients. 

To the extent that the allocations of costs between medicare 
and nonlY.edicare patients is done equitably, there is littlc 
fault to find "vith this system. 

During the last 3 to 4 years, a ne,\' type of home health 
agency has appeared on the scene. 

These organizations are generally categorized as private 
not-for-profit home health agencies. 

These agencies while technically not-fot-profit, ha\"c all the 
aspects of entrepreneurship. 

They normaIly are control1ed by one person 01' a very small 
group of persons who hold the top administrative positions, 
such as executive director, administrator, director of nursing 
services and sometimes medical director. 

These same people comprise a very small board of directors 
not responsible to any larger association 01' corporate body. 

As is readily apparent, there is great potential for the pay
ment of apparently nnreasonable salaries to those persons con
trolling the organization. ,V e have observed pension plan 
contributions amounting to as much as 25 percent of the 
employees' salary for this type of home health agency. 

Many of the witnesses who testified noted that the general uncon
trolled growth on nonprofit home health agencies played the most im
portant part in the "laxity" of monitoring and control that does e:\.'i.st . 
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Testimony given on May 5, 1976 before the subcommittee by Mr. 
Robert ,Vilson, associate director of the Health Planning Council, Inc. 
of ,Vest Palm Beach, discussed the proliferation of private nonprofit 
Home Health agencies thusly: 

Prolife'J'atio'n of home health agenoie8 
The second problem concerns the proliferation of home 

health agencies in Florida. Reports indioate that at the end of 
1972 there were only 29 medicare-'certified horne health 
agencies, while there 'were 83 as of April 2, 1976. The ma
jority are "private, nonprofit" agencies established only to 
serve medicare beneficiaries. It can be argued that these agen
cies were established to serve a need for noninstitutional 
health care. I question, however, how many would have been 
started if tax dollars were not available to pay for services. 
As with other programs funded with an infusion of Fed
eral tax donal'S, it produced an environment which allowed 
many persons to feel they .had found their pot of gold. People 
from all walles of life suddenly became experts in home health 
care. Congress, in its attempt to provide for a needed, less 
expensive, level of health care opened a Pandora's box by 
not establishing a mechanism which 'would balance resources 
with real unmet needs. This same problem occurred with the 
Hill-Burton hospital program and the medicare llursing home 
program. 

Congress has attempted to rectify the proliferation of hos
pitals and nursing homes by establishing a mechanism requir
ing what is called a "Certificate of Need." The certificate of 
need operates through a desig11ated planning agency at the 
State level with appropriate input from the local health sys
tems agency. Public La'", 92-603, and in particular, section 
1122 of the Social Security Act, established this mechanism. 
Alt.hough home health .agencies were included in section 1122, 
Florida's designated planning agency has not required new 
home health agencies to obtain a certificate of need even 
though the establishment of a new service was one of the cri
teria which necessitated a certificate of need. 

Florida l'ast year passed a law which requires home health 
agencies to be licensed. Prior to the issuance of the license, 
the Department of Health and Rehabilitative Services shall 
obtain a statement from the local health systems agency at
testing to the need for the agell'cy. It is ironic that proprie
tary home health agencies were the most vocal in support of 
the licensure law so that they could participat.e in the medi
care program. ,Vhile a statement attesting to the need for a 
home health agency as required by the State licensure l'aw is 
good, it does not have the same effect as the certificate of 
need required under Federal law. 

UJlder current regulations, home health agencies must be 
certified annnally to participate in the medicare program. It 
would ·appear logical to dovetail the State licensure proce
dure with the medicare certification procedure and that a 
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statement attesting to the need from the local health systems 
agency be used for both programs. There is a precedent for 
this in the public health service programs. For some years now 
the local health systems agency has reviewed the appropri
ateness and need for local health service programs funded 
by the Public Health Service Act. ,Ve have had experience 
in determining the need for thesE; programs, the appropri
,ateness of the budget, and the capability of the agency to 
provide the service. Eb.i:ending this function to include home 
health agencies funded by tax dollars, "\vould prevent the 
problems that proliferation has created. ' 

The recommendation in regards to the problem is as 
follows: 

"That the local health systems agency review and comment 
on each home health agency's 'appli'cation for their health 
service area in regards to determining need for the home 
health agen~y prior to annual certification by the State 
agency." 
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PRIVATE, NONPROFIT AGENCIES-A CLOUDY 
DEFINITION 

Th~ subcomJ?ittee heard test,imony that the term generally used to 
descl'lbe, agencIes that a~'e consIdered nonprofit are usually supported 
?y publIc ~oneys to aSSIst the established institutions in dealing with 
l1lchgent. chents. A most important c~Jlsideration is that the nonprofit 
corporatIon d?es not ~lccumulate capital, does not make investments, 
does ,not provIde serVIces for the expressed intent of making money. 

Prlvate, nonprofit hOllle health agencies have o'enerally enO"aO"ecl in 
the kind of practices that have ,caused some doub~ about whetlle~ they 
should be classified as "nonprofit". 

In the hearing in Tampa on April 12, 1976 lVIr. Douglass Richards 
stated: 

IRS taw ewempt status 
Proprietary organizations may participate as HHA's in 

~l1edicare only if State law licenses proprietary HHA's. There 
IS some concern that IRS may be granting nonprofit status 
under section 50 of the Internal Revenue Code of 1954 that 
are really proprietary. Central office staff has discussed tax 
exempt status of franchised agencies and chains with IRS. 
IRS has indicated that they do not believe their current pol
icies require revision; however, IRS advised us they would 
accept for review any questiolULble cases of tax exempt status 
where there are high salaries or other high administrative 
costs that are out of line with the selTices rendered indicating 
possible abuse of tax exempt status. 

Personnel of the RO have met with IRS officials in Atlanta 
to discuss the tax exempt status of nonprofit HHA's which 
claim high administrative salaries and pension compensation. 
The RO is in the process of gathering cost reports on such 
situations for IRS to examine. They have also recently uncov
ered situations where HHA's may be incorporated as "profit
making" entities in Floridaancl have illegally obtained tax 
exempt status. If these situations are verified by investigation, 
they will be referred to IRS for action. 

In a widely circulated report, issued in January of'1976, Amitai 
Etzioni and Pamela Doty made these assertions about profit in not
for-profit institutions: 

The essence of the not-for-profit organizational structure 
is that the pecuniary interests of the trustees and staff l>e de.
coupled from the rises and falls in the output and income of 
the corporation. This, in turn, allows them to concentrate on 
the public or client needs, without concern that this will affect 
their income. A conflict of interest between trustees and staff 

(9) 
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on the one hand and the public and clients on the otl~er is basi
cally avoided by paying the trn.stee~ and staff salarIes, w~ges, 
or fees not dependent on the chen~ s payment.s, aI~cl by dIsal
lowing compensation for own0rsh!p and caplta1ll1v:stmen~. 
This is the reason these corporatIons have no stod.holdel s 
and pay- no dividends, and their trustees receive no or only 
nominal compensation. . 

Our central thesis is that existing laws and rC'gulatIons 
O'overnino' not-for-profit corporations are insufficient to safe
guard th~ underlying legitimate l?ul'}?ose of these ,corpora
tions. For instance, the HE"T gmdelmes for not-f,or-profit 
corporations; eleborated over ~5 p~ges, define U; not-fo~'-pr~fit 
corpoI'ation fl,S one "* * * wInch IS not or~alllzed prllnar~ly 
for profit and which uses all income exceedmg costs to mall~
tain, improve, and/or expand its operations.~' The. te~'m. "PrI
marily" leaves open the door to profitmakmg (If It IS not 
"primary") and the question, how much is "not-primarily"-
10 percent, 20 percent, 40 percent ~ . . . 

That this ambio'uity is not a hypothetIcal one IS Illustrated 
by the following ~ase: in Anateas Lineal Inc., 1~48 .V8. U.S. 
366 F. Supp. 118 (\,T.D. Ark. 19~'3), a Federal dIstrIct court 
ruled that a commercial pathology laboratory was a not-f?r
profit corporation for Federal tax l)urp.oses, beca~lse aSIde 
from its highly. lucrativ.e patholog~ serVIces to varIOUs ~os
pitals, it prOVIded trammg to lngh school and medICal 
students. 

The Georgia code states " 'nonprofit corporat.ion~ m~an~ a 
'corporation no part of tl'e income or profit of wInch IS. chstrlb
utable to its mernbers, dirp{'tors or officers." [GeorgIa Code, 
jl\..nn. No. 22-2102(a) (1970).J As. we .see it, the in!,entiOJ~s 
of those who formed the corporatIOn IS not, a sufficle~t CrI
terion, as even if their purposes were pure of any profit con
siderations later tl'ey-or those who succeed them-may 
change their minds. However, the main difficulty is ~vith tl;e 
phrase "no distribution of income." As the staff IS bemg p~,Id 
and not working as volunteers, it is necessary.to determme 
where tHeir income is a reasonable compensatIOn for work 
or services rendered. and where it exceeds this level and be
comes but a vei1ed form of profitmaking. The cited codes do 
not cover this issue. Nor does the often cited section 501 ( c) (3) 
of the 1954 IRS code: "* * * no part of the net earnings of 
which inures to the henefit of any private shareholder or 
individual." The notion of a net as definition of profit, as 
derived from the difference of expenditures and revenue, is 
borrowed from profitmaking corporations. In a not-for-profit 
corporation illicit o'ains are made by the staff and trustees, 
,ve shall see' when e~penditUl'es are smaller, equal to, or larger 
than reven~les-even when there is no "net" at all. Our 
definition attempts to get at this matter by defining explici~ly 
what distributions are allowed: a not-for-profit corporatIOn 
will provide to persons associated with it (such as trustees, 
managers, staff and employees) no benefits apart from rea-
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sonable and customary fees, salaries and fringe benefits. To 
put it differently: while the existing definitions cited above 
~re "exclusive" or "negative" in the sense that they character
Ize what may not be done, ours is "inclusiye" 01' "positive" in. 
the sense that it defines which allotments are propel'. Of 
course the two definitions may be combined. 

A ~959 survey of 2,434 American hospitals fonnd that ap
pro~Imately 70 percent of radiologists, 45 percent of path
OlOgIStS, 49 percent of physicians specializing in EKG, BMR 
and related readings, 22 percent of specialists in physical 
medicine, 19 percent of internists, and 14 percent of anaesthes
iologists earned their income exclusively from such a "per
centage of the take." A 1969 study found that 46 percent of 
pathologists and 60 percent of radiologists practicing at the 
hosp~tu;ls surveyed were paid a percentage of their depart
ment s I.ncome. A 1972 sUr\rey, based on a comparable universe 
of hospItals (N=1,798) found 52 percent of pathologists and 
62 percent of radiologists receiving their remuneration in the 
form of a percentage of departmental income. 

The percentage of gross or net income was found in O'en
eral to be more lucrative for the specialists than straiO'htsal-. _ b 

ary or, III some cases, fee-for-service. The followinO' table in
dicates the median salary ranges found by the 1972 survey 
for pathologists and radiologists according to the four meth
ods of compensation: 

MEDIAN EARNINGS 

Arrangement Chief pathologist Chief radiologist 

1. Percentage of neL_____________________________________ $47, 000-367, 000 
2. Percentage of grosL____________________________________ 47, 000-67, 000 
3. prainght salary _______ _ _ __ ________ _ __ __________________ 26, 000-46, 000 
4. ee-for-service_____________________________________ ____ 125, 000 

lOr less. 

$47,000-$67,000 
26,000-46, 000 
26, 000-46, 000 
47, 000-67, 000 

In addition, it is not uncommon for specialists to dra'w a salary from 
one not-for-profit corporation while providino' services on a "conces-
sion" basis to several others. b 

A recent General Accounting Office study of compensation 
arraI:gem~nts for pathology and radiology specialists at 17 
hosplta1s 111 "T ashmgton, D.C. and :i\fissouri found that the 
nine pathologists with percentage of .gross arrangements 
earned an average of $80,000 over annual periods ending be
tween December and April 1972. In contrast the four path
ologists earning salaries averaged $26,000. ' 

,Yhy do we hold that these arrangements, kno,Yn in the for
profit c?rporations as "pr~fit sharing," are incompatible with 
the baSIC CO!lCept of not-for-profit corporations ~ Because as 
long as the mcome of the sta.:ff rises as more services are ren
dered, the motivation to provide the services may not be the 
clients' or public's needs but the desire of the provider to in
crease his 01' her income. Overutilization tends to result cans
ing both unnecessary financial burdens on the cliel;t and 
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taxpayer, and unnecessary health risks which medical inter
ventions entail. 

"'\Vhen the income of the staff is tied to provision of felver 
services, the opposite effect-underutilization-may result; 
that is, clients will receive less than their needs call for, 'which 
again calls for separating the income of the provider from 
the needs of the client. Thus, in some not-for-profit health 
maintenance organizations physicians receive a bonus above 
their salary, calculated as a percentage of the organi~ations' 
net surplus. The fewer services rendered, the higher the sur
plus, all other factors remaining equal. 

Self-dealing refers to business transactions in which the 
san?-e persons (01' their kin) appeal' on both sides of the trans
a.ctlOn, once as the statr 01' trustee of a not-for-profit corpora
tIon, once as a profitmaking provider of goods 01' service to 
the other side (the not-for-profit corporation). 

In ~972 a number of practices of this sort ",yere reported in 
)VaSlllngto~, D.C.'s largest not-for-profit hospital, the "'\Vash
lllgton j\1echcal Center. A member of the administrative staff 
in ?~a!'ge of data p~·oces~ing. h~d decided that the existing 
faCllItIes at the hosl?ltal for blllmg, keeping track of patient 
~'ecords and a~countll!g through the hospital's computer ",yere 
llla~leql~ate. HIS solu~lOn was to hire an outside for-profit firlll 
to furlllsh these serVlCes, and selected one he had started hilll
self-wit~l the he}p. of a $50,OqO deposit from the hospital. 
~he h~spItal adnll111strator reCeIVe(~ s!ock in the new company 
free of charge; five other top aclmllllstrators of the hospital 
bought sto~k at. $1 a share. Follo",ying public disclosure of 
the~e relatlOnslllps, most of the administrators disposed of 
theIr stock. In 1974, however, ",yhen the General AccountinO' 
Office included the "'\Vashington j\fedica] Center in a reviev~ 
of se.lf-deali~lg transactions in 19 hospitals, it found that 4 
hospItal offiCIals and several relatives of another official owned 
stocl~ in the sa!ne computer firm; a physician employed by the 
hospItal prOVIded consultant services to the firm' and the 
firm's president was a hospital consultant and a, n~elllbel' of 
the hospital's action committee. The GAO also found that it 
was not untilmicl-1973 that the "'\Vashinoton :Medical Center 
requested competitive bids for computeI~services. Accordino' 
to the hospital administrator the other bids 'were not compal~ 
able vdth the present firm's services for a number of reasons 
~hus the hospital decided to continue retainino' the firm's senT~ 
Ices for 12 to. 18 months during which time ~ "more specific 

. request for bIds ",yould b~ de:relopecl." The GAO report con
cl~lded that the overlappmg llltcrests of the hospital officers 
WIth the firm were likely to continue to O'ive the firm an ad-
vantage over potential competitors. b 

In addition, at this same hospital, the official in charo'e of 
mal~aging the institution's finances placed hospital funas in 
an mterest-free account at a bank where he was vice presi
dent. The hospital's account balance is reported to have O'en
eraHy hovered around $1 million, someti'mes going as high as 
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$1.8 million; a conservative estimate placed the hospital's an
nual loss of interest becanse of this account at $5(),OOO. That 
hospital staff gained something from these transactions is 
suggested by the fact that the hospital's adlllinistrator ad-

. mitted this bank had lent him money at a low interest rate. 
More recently, medicare officials disclosed that mil1ions of 

clollars in Federal and private funds entrusted to Blue Cl'OSS 
~nd Blue Shield are being channeled through banks with of
ficers 'who serve on the boards of trustees of these not-for
profit health organizations. 

The easiest way to violate the essence of a corporation's 
not-for-profit status is to proyide its staff 01' officers ",yith un
reasonable and uncustomarily high fees, salaries, or frin O'e 
uenefits. In principle, income is not a yiolation of the not-f~'
profit concept, and as it is rather difficult to establish what 
~s propel' a~ld what is exaggerated compensation, this area 
IS rather dIfficult to regulate. Attention must hence focus 
on those situations in ",yhich the income provided is manifest. 

One such example is a hospital paying for the poetry and 
drama lessons of the physicians' childr('n. No reasonable per
son would define such fringe benefits as typical, common 01' 

]egitima~e .. Th~t a ~lOt-fOl:-profit hospital can provide such 
bene~ts IS Irolllc : tillsc-ase myolves New York City voluntary 
h?spItals that have contracted ",yith the city's municipal hos
pItals to be paid for pro\'iding the municipaJities with such 
services as physician and nursing assistance and laboratory 
work. T~lese affiliation contracts were entered into by the city 
?ecause It cOl~ldllot attrac~ the needed qua l~fied personnel for 
ltS O"\yn hospI~als. By paymg th~ voluntal'les, howeyer, they 
are perpetuatmg the problem, smce the voluntaries use thr 
contract money to pay for the education of doctors' children 
and for poetry and drama lessons, terming these fringe bene
fita. Thus, the city is paying' the voluntaries because it cannot 
attract good personnel, and the voluntaries use this money to 
attract the personnel yia benefits the city cannot match. 

The ambiguities of the law and regulations concerning not
for-profit status of a corporation are i1lustrated by the trial 
and appellate decisions in .I-i1ne1'ica:n .f17.d01nobile Association 
vs. BUl'ea.lb of Revenue, 525 P. 2d 929, 86 N.:M. 569 (1974). 

The AAA claimed tax exempt status as a not-for-profit 
corporation despite many discounts and other benefits it dis
tributes to its members. The court held-525 P. at 932-that 
"Profit does not necessarily mean n, direct return by way of 
dividend, interest, capital allocation 01' salaries. A saving of 
expense ",yhich would otherwise necessarily be incurred is also 
a profit to the person benefited." HO"\yever, the New j\lexico 
Court of Appeals rejected this analysis because there was no 
income, or dividends, the corporation was chartered without 
capital stock, and the corporation's purpose ",yas not profit so 
that any benefit conferred upon its members ",yas "wholly 
irrelevant." As ",ye see it, a third position seems worthy of 
consideration: some benefits to members are not, prima facie, 
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evidence of profit, as of course salary is not. HO'wever, unrea
sonable and uncustomary benefits are, because they are but a 
different form of what in effect amounts to shariIig of profit. 

An example of out-of-line salary seems to be provided by a 
prepaid health plan contractor who employed a physician as 
plan administrator at an annual salary of $120,000 plus ex
penses. The contract with the physician read: 

"Employer recognizes employee is involved in other med
ically related ventures such as inhalation therapy contracts 
and other nonmedically related business ventures. 'These ven
tures shall at all times remain under the strict control and 
ownership of the employee." 

That one can establish ,,,hat reasonable and customary sal
aries are is.illnstrated by court cases "\yhich have on a number 
of occasions dipallowed salaries and fringe benefits in part 
because they failed to. satisfy criteria of reasonableness. 'iVhile 
the only cases ,ye have come across deal -with profitmaking 
corporations, we see no reason the same procedures may not 
be applied to not-for-profits. ' . 

The impact of total medicare participation is of great importance 
to the committee because providers/suppliers operate on behalf of 
different type health facilities. 

i 
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SOCIAL SECURITY ADMINISTRATION 
Office of Research and Statistics 

PART~CIPATING HEALTH FACILITIES UNDER MEDICARE: 
NUMBER AND TYPE .0F FACILITIES BY STATE, 'J 

June 1975 

This report presents data on the number of providers/suppliers of 
services certified to participate in the Medicare program as of 
June 15, 1975. Figures are shown separately for hospitals, skilled 
nursing facilities, home health agencies, outpatient physical 
therapy., independent laboratories, portable X-ray, and renal disease 
facilities. Data are reported for each administrative region and 
State. 

The report is intended to provide information, for administrative 
use, on the number and location of certified providers/suppliers of 
services. 

The data are derived from· applications to participate in the 
Medicare program submitted by providers/suppliers of service and 
certificat~on forms completed by State agencies and regional. 
offices. The figures reported reflect information from th~se forms 
recorded in the master records in Baltimore as of the middle of 
June 1975 

Division of Health Insurance Studies 
Program Statistics 
August 1975 RIl:H-l 
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HIGHLIGHTS 

1. The table below shows the changes in the number of providers/suppliers 
of services participating in the Medicare prograin between June 1974 . 
and June 1975. Figures are shown separately for each type of provider. 
The number of beds located in facilit'ies are al~o shown, where applicable. 

Facili des. 

Type of provider 
Junli! September December March June 
1974 1974 1974 1975 1975 -

Hospitals 1/ ......... 6,733 6,721 6,707 6,727 6,773 
Short-stay ••••••••• 6,1.02·· 6,095 6,084 6,075 . 6,107 
Tuberculosis ••••••• 56 52 45 44 43 
Psychiatric ••••..•• · 357 356 358 375 385 
Other long-stay •••. 218 218 220 233 238 

-
Skilled nursing .. 

facilities 1/····· . 3,952 3,813 3,892 3,890 3,932 
Home health 

agencies •.••••••••• 2,248 2,237 2,254 2,262 2,242 
Independent 

laboratories .•••••• 3,029 2,952 2,994 3,024 3,048 
Outpatient physical 

therapy .•.•.••••••• 116 108 115 113 117 
Portable X-ray •...••• 113 121 131 131 132 

Beds 

Hospitals •••••••••••• 1,143,664 .1,139,062 1,132,435 1,137,935 1,140,395 
Short-stay ••••••••• 882,496 884,693 884,187 896,032 
Tuberculosis ••••••• 11,303 10,616 9,211 8,086 
Psychiatric •••••••• 215,513 211,822 206,663 201,165 
Other long-stay •.•• 34,352 31,931 32,374 32,652 

Skilled nursing 
facil~ties •••.••••• 294,000 287,201 289,416 286,077 

, 

1/ Excludes Christian Science sanatoriums. 

2. Between June 1974 and June 1975, the number' of participating 
hospitals registered a net increase of 40, while the number of beds 
decreased by 3,300. Beds in psychiatric hospitals continued to 
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decrease substantially--a net loss of 16,700. Short-stay hospitals 
increased by 5 but showed a substantial gain (19,300) in the number of 
certifip.d beds. Net losses of 20 skilled nursing facilities and 6,500 
beds were recorded between June 1974 and June 1975. Participating 
home health agencies showed a net decrease of 6, while the net number 
of participating independent laboratories rose by 19. 

3. In June 1975, 176 hospitals were certified on an interim basis 
to provide kidney transplants. In addition, 607 hospitals and 136 
free-standing facilities were authorized to furnish renal dialysis 
services. The number of facilities approved for kidney transplant 
and/or renal dialysis services by administrative region are shown below. 

Hospital based Free-.. 
standing Region Transplant Dialysis dialysis 

facilities facilities facilities 

All regions ..•••• 176 607 136 

Boston ..•..•.••.•..••• 12 35 5 
New york ...•...•••.... 28 87 8 
Philadelphia ..•....•.• 20 77 18 
Atlanta •.•.....•..•••. 21 72 36 
Chicago •••••.........• 39 110 14 
Dallas •.•••••...•..•.. 16 76 18 
Kansas City .•.....•••• 12 36 4 
Denver ••....•...••••.• 2 26 2 
San Francisco •.••..•.• 23 76 28 
Seattle •••..•••.•••••. 3 12 3 

4. Detailed State datu on the number of providers/suppliers of services 
are shown in general tables 1 and 2. 
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Table 1.--Number of participating hospitals and beds, by type of hospital, region, and State, June 1975--~~ 

Region and Short-stay Tuberculosis Psychiatric Other long-stay 

State 
Hospital" 1 Beds, Hospitals Beds Hospitals Beds Hospitals Beds 

, 

ICJI'N'a ....... " " " .. " " " • " "" " "" " " 140 14,707 1 93 5 1,459 25 1,002 
Kansas""" " " " " "" .. " " " "" " "" 152 12,190 1 40 5 2,177 27 904 
Missouri." " """ "" " """ " " "" 157 25,539 -- -- 10 "4,801 8 931 
Nebraska ................. 103 8,090 -- -- 5 658 13 596 

Denver region ••• ' •••••••• 315 25,467 -- 8 3,351 8 546 

colorado. " .. " " "",, : .. " " " " " " .. 79 9,889 -- -- 4 1,559 5 332 
Montana. " " " " " " " " " " " " " " " " 60 3,477 .. - -- I 124 --
North Dakota •••••••••••• 53 3,473 -- -- I 943 2 162 
South lJakota; ••••••••••• 59 3,465 -- -- -- -- I 52 
Utah. " " " .. " " ,. " " " " " " .. " " " " " 37 3,551 -- -- I 357 -- --
WYOIlling" " " ; " .. " " " " " " " " " " " 27 1,612 1 368 

. -- --' -- --
San Francisco region •••• 648 91,762 ,2 274 44 12,459 15 4,892 

,American Sallloa •••• : ••••• 1 145 -- -- -- -- .. - --
Arizona ~ ~ " " " " " " " " " .. " .. " " " 59 7,759 ',-- -- 3 1,080 -- -... 

california •••••••••••••• 544 78,815 2 274 38 10,554 11 4,629 
Guam ... " , " .: " " " " " " " .......... " .. 1 236 -- -- -- -- -- --
Hawaii ..... "" .......................... 22 2,p8 -- -- I 350 4 263 
Nevada. " " ...... . ' .. " ........ " " .... " 21 2,629 -- -- 2 475 --
Seattle region •••••••.•• 256 22,812 2 169 11 '3,845 -2 " 59 

Alaska ••••••• ' ............ 21 8-33' -- -- I 200 ... - " 

Idaho ... " .................... " .. " .... " 46 2,548 -- ,..- -- -- -- --
Oregon •••••••••••••••••• 78 7 ;793 -- -- 5 1,734 , 2 59 
Washington ••••• ~ •••••••• -111 1,1,638 2' ' 160 5 1.911.. 

, --. 

• 
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Table 2.--Number of participating skilled nursing facilities and beds, home health agencies, independent 
laboratories, outpatient physical therapy, and portable X-ray services, by region and State, June 1975 

, - - -

Skilled nursing Home Outpatient Region and facilities health Independent physical Portable 
State 1aborD.~ories X-ray 

Number Beds agencies therapy 

All regions ....•.. 3,932 287,479 2,242 3,048 117 132 

Boston region •.......... 304 21,206 334 209 11 11 

Connecticut ..•...... , .•. 130 11,680 87 58 7 6 
Maine ••......•.•.... '" • 17 687 19 -- -- --
Massachusetts .••..•..... 95 5,880 159 124 2 4 
New Hampshire •.......... 20 1,006 40 4 2 --
Rhode Island .. " .......• 21 1,133 13 21 -- 1 
Vermont .....•...••...••. 21 820 16 2 -- --
New York region •........ 487 55,298 182 400 6 15 

New Jersey •.•••••....... 125 9,249 44 112 2 4 
New york •.•......••...•• 357 45,690 124 240 3 11 
Puerto Rico .•......•.... 5 359 13 48 1 --
Virgin Islands •..••••... -- -- 1 -- -- --
Philadelphia region •...• 319 22,548 253 268 l3 5 

Delaware ••..•.••.•.•.... 11 632 6 10 1 --
District of Columbia .... 5 641 3 4 -- --
Maryland •....•.....•.... 67 5,490 26 70 1 --
P,nMylvan' ••.••••••••.• 1 172 12,569 101 143 7 5 
Virginia ......•..•••.... 36 1,498 99 30 2 --
West Virginia .•.•.....•• 28 1,718 18 11 2 --

i , 
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Table 2.--Number of participating skilled nursing facilities and ueds, home health agencies, independent 
laboratories, outpatient physical therapy, and portable X-ray services, by region and State, June 1975-
Continued 

Skilled nursing Home Outpatient Region and facilities health Indep~mlgnt physical Portable 
State laboratories X-ray 

Number Beds agencies therapy 

Kansas City region ••••.• 131 6,140 144 108 2 

Iowa ••••••••••.••• , •••••• 32 915 64 14 1 
Kansas ••••..•••••••••••. 29 1,564 34 23 --
Missouri •••••.•.•••.•••• 55 2,855 34 64 1 
Nebraska ••••.••.•••••.•• 15 806 12 7 --
Denver region ••••••••.•• 117 5,573 89 83 8 

Colorado •••.•••••.•.•••• 62 3,772 29 39 6 
Montana ••••••••••.•••••• 26 870 10 7 1 
North Dakota •••••••••••• 3 46 9 9 --
South Dakota ••••••.••••• 10 326 21 6 --
Utah •••••.•.•••••••••.•• 14 431 9 18 --
Wyoming ••••..••••••••••• 2 128 11 4 1 

San Francisco region •••• 988 81,970 107 839 8 

American Samoa •.•.•••••• -- -- -- -- --
Arizona ••••••••••••••••• 19 1,000 11 '48 2 
California •••.•••••••• '." 933 78,895 88 754 5 
Guam ••.••••••••••••••••• 1 33 1 -- --
Hawaii •.•.•••.•..••.•••• 16 1,413 • 4 17 --
Nev:ada ••.••.•••••••..•.• 19 629 3 20 1 

Seattle region •••••••.•• 173 7,010 57 112 1 

• 
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Table 2.--Numbe: of participating skilled nursing facilities and beds, home health agencies, independent 
laboratories, outpatient physical therapy, and portable X-ray services, by region and State, June 1975-
Continued 

Skilled nursing Home Outpatient Region and facilities Independent Portable health physical State laboratories X-ray 
Number Beds agencies therapy 

Atlanta region .......... 583 35,590 429 273 22 

Alabama ....•......•....• 89 5,372 70 18 3 
Florida ......•.......... 146 9,185 42 123 11 
Georgia ................. 47 2,787 16 32 2 
Kentucky ............ " .. 84 5,289 40 36 --
Mississippi .•.........•• 19 755 89 15 2 
North Carolina .......... 89 6,086 61 11 1 
South Carolina ••........ 71 4,733 15 15 --
Tennessee •..•..••..•.••. 38 1,383 96 23 3 

Chicago region .........• 747 46,663 390 483 31 

Illinois .•.•..•••....... 173 7,919 81 202 10 
Indiana •.....•......•... 108 5,189 29 35 4 
Michigan •........•....•. 144 11,906 48 115 3 
Minnesota .•.•.••••.•..•• 83 4,301 61 15 4 
Ohio •••...•.••.••.••...• 183 14,229 103 97 7 
Wisconsin ..••.••••.•..•. 56 3,119 68 19 3 

Dallas reg~on ..••••.•.•• 83 5,481 257 273 15 

Arkansas ••.. " .••••.•.•.• 10 557 78 11 1 
Louisiana •....•.••.•...• 11 1,127 74 35 3 
New Mexico ...••.•..••••• 7 323 7 25 2 
Oklahoma •..•..••..••.•.• 7 434 51 47 1 
Texas ...•.••....•••.•... 48 3,040 47 155 8 

~-.-- ---~----------
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Table 2.--Number of participating skilled nursing facilities and bed~, home health agencies, independent 
laboratories, outpatient physical therapy, and portable X-ray services, by region and State, June 1975-
Continued 

Skilled nursing 
Home Outpatient Region and facilities 

health Independent physical Portable State 
laboratories X:.. ray Number Beds agencies therapy 

-
Alaska •••..•••..••...•• 4 166 1 2 1 Idaho •••....••••.•••••• 28 1,588 9 6 --Oregon ••.•••••••••••••. 51 2,150 25 41 --Washington ••••.•••••••• 90 3,106 22 63 --
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Some administrators claimed that fees are a reflection of their busi
ness success or lack of it and for that reason the fees are unstable. 

Raymond Bishop of Alaris Home Health explained his "business 
venture" in the following terms: The home-health care business is 
unique and distinctive. It was sort of a mastonian call. We have been 
giving quality service, and it had certainly perpetuated itself in re
ferrals. I would like to say something about-something was said 
about the expenditure of visits. To my knowledge we have not had 
any patients who have run out of visits. ,V-e have on the other hand 
assisted the health department in Pinellas County especially in the 
teaching of new diabetics because their budget would not permit them 
to send nurses out. We have used their personnel to assist us in teach
ing of our home-health aides in the care of patients. We have worked 
cooperatively with the Pinellas County Health Department. 

Our rates are as follows' presently: Skilled nursing $35 per visit; 
home-health aide $15 per hour; speech therapy: $20; all therapeutic 
services you will notice is $20 pel' visit. 

At the early stages of the agency's existence we charged $18.50 for 
skilled nursing, and wit~ the mileage involved many times and the 
cost, we could not make It. So we had to go up to the $35. 

~Ir. Bishop's outlook on his future business expansion was char
acterized as "bright.:' Alaris agencies already exist in three different 
counties in Florida. 

Senator Chiles drew the careful line of distinction that made this 
"business" unique in this exchange with Dr. Samuel Leone during the 
subcommittee hearings in Miami on ~1:ay 5, 1975 : 

DR. LEONE. Yes, I refer them (patients) to my agency, as 
I ,,'ould eat in the same restaurant that I own if I know 'what 
I am doing is good. 

Senat.or CHILES. ,VeIl, when you eat in a restaurant that 
you own, yO).l are not using taxpayer dollars. 

Mr. Paul ~feyers expanded on that par6cular aspect of the "busi
ness" when he stated: 

There is one further aspect of the operations of the private 
not-far-profit home-health agencies that should be clearly rec
ognized because of its impact on the medicare program. These 
agencies accept only medicare patients and have no other 
source of revenue than the medicare program. Additionally, 
there is literally no equity capital involved and only minimal 
physical assets owned by the provider. lV-hen these three facts 
are considered together it becomes evident that at all times 
the allowable reimbursement from the medicare program and 
all of the costs being incurred by the home-health-agency 
must be in exact balance. An underpayment by the program 
is intolerable to the provider since he will not receive sufficient 
revenue to cover costs. An overpayment is intolerable to the 
medicare program since the only source of money to repay 
the overpayment is the medicare program itself. In other 
words, future payments for covered services are used to re
coup past payments for noncoverecl services or costs. Regula
tions or possibly legislation are needed. 

I ,) 
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ILLEGALITIES AND IRREGULARITIES 

The most revealing testimony concerning outright. frau~ and ille
galities was dealt with in the first of the State heal'lllgs III Tampa, 
Florida on April 12, 1976. . . 

Two excellent investiO'ative reporters from the Tampa TrIbune sub-
mitted testimony in th~ form of news articles as w~ll as o~'ally. The 
news items carried prime examples of the type and l~llld ot fraudulent 
action that Mr. Etzioni and IVfs. Doty wrote ~bout 111 theIr report. 

Specifically, Dan Ruth and Cha~les H~ndrICk were concerned a.bout 
(1) kickbacks and referral fees bemg paId to do~tors out of medIcare 
funds and (2) obvious lack of controls on medICare funds to home-
health agencies. . ' I 

Ruth and Hendrick clearly outlined the problems III news artlc es 
published August 24 and 25,1975. 

(24) 
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KICKBACKS AND REFERRAL FEE PAYMENTS 

The subcommittee explored the evidence accumulated by Tampa 
Tribune reporters Dan Ruth and Charles Hendrick. The newsmen 
testified before the subcommittee in Tampa on April 12, 1976. 

After a month-long investigation, the reporters issued their first 
story on August £4, 1976. The first story contained the following 
allegations: 

(1) That thousands of dollars in medicare funds had been paid as 
"referral fees" to osteopaths and chiropractors through three Tampa 
based medical-laboratory firms in violation of medicare regulations. 

(2) That some osteopaths and chiropractors interviewed by the re
porters candidly called the payments "kickbacks" or "fee-splitting," 
a practice banned by medicare law under certain conditions. 

(3) That the three firms involved-Feegal and Howard Doctors 
Laboratories, Inc., F. & W. Corp. and Medicine In Motion-all had 
an interlocking link-Ernest A. lVinkle. It was alleged that lVinkle 
was president of Medicine In Motion, Secretary-Treasurer of F. & lV. 
and a top level employee of Feegal and Boward labs. 
. (4) That 1\11'. lVinkle's background in other States, should ha\'c dis
qualified him from participating in the medicare program. Medicare 
investigators had investigated Mr. Winkle's previous involvement in 
New York and New Jersey where "gross abuse" had occurred in firms 
operated by Mr. Winkle during the period 1972-1974. 

The reporters were concerned that medicare officials had no con
tinuing link with persons who left one geographical area, under a 
cloud of suspicion, only to turn up in another area to revive the same 
scheme. 
,It was reported that the medicare officials in the New York area 

were proud that Winkle had been forced to leave, even without 
prosecution. 

The Tribune investigation also learned, at that time, that: 
(1) The U.S. Department of Justice and the General Accounting 

Office have been brought into the investigation of the three firms by 
medicare, and a Federal grand jury may be asked to review evidence 
in the case. 

(2) Contrary to medicare regulations, medical lab work for chiro-
practors has been billed to medicare. . 

(3) In at least one instance, respiratory function tests were per
formed by F. & 'V. Corp. employees on about 60 nursing home 
patients without consent of their doctor. 

(4) X-ray machines rejected by a State examiner. as not fit for use 
in the State of Florida, were used by 1\fedieine In Motion employees 
examining- patients and employees of nursing homes. 

(5) Medicare officials have made demand on Winkle. as president of 
Medicine In 1\fotion and Integrated Health Services, Ltd., for repay-

(25) 
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ment of medicare of $34,101 paid the firms in New York and New 
Jersey in the period 1972-74. 

(6) Medicare officials stopped payment on $150,000 in claims by the 
two firms operated by Winkle in N ew York and New Jersey after' 
medicare agents said they found "gross abuse" in operations of the 
firms. 

The Tribune story further stated: "Osteopaths and chiropractors 
who saiel they promised payments or '\vho had received them called 
the referral plan 'an attractive provision'." 

Basically, the plan worked thus1y: 
The agency of the firm involved contacts the doctor, the doctor upon 

assuring the patient that no cost is involved, obtains the patient's sig
nature on n, medicare claim form. The doctors 'wou1d then be free to 
order as many clinical tests as desired without concern for coet. All 
the billing wonld be handled by the firm. The firm then bills medicare 
for cost pus profits and snb!nits payments to the doctors to cover their 
services to the patients. 

The plan was ca1led a referral fee program and was called legal by 
representatives of the firm. The subcommittee investigators presented 
the plan to several doctors who said that they were very sure that it 
vms a kickback and as such was disallowed under section 1877 ( c) of 
the Social S<'cnrity Act. 

Section 1877 (c) is as follows: 
, 1Vhoever furnishes items or services to an individual for 
which payment is or may be made under this title and 'who 
solicits,ofi'ers or receives any: (1) Kickbacks or bribes in 
connection with the furnishing of such items or services or; 
(2) rebate of any fee 01' charge for referring any such incli
vidual to another person for the furnishing of such items or 
services-shall be guilty of a misdemeanor. 

The penalty for this offense is a fine 'of up to $10,000 01' 1 year in 
jail upon conviction of the misdemeanor. 
, The medical doctors, osteopaths, and chiropractors were led to be

heve that they would receive rebates from the labs amounting to twice 
the ?tandard fee because of the high rates the labs would charge 
mechcare. 

From early 1974 until mid-1975 the three firms submitted medicare 
claims totaling approximately $227,000. 

On August 25, 1975 the follmvup story by Tribune reporters stated 
that at least 21 Tampa area medical men were involved in the referral 
fee scheme. A1though some of the chiropractors, osteopaths, and med
jcal doctors had questions about the ethics involved in the scheme, they 
regarded it-the referral fee program-as a way boon to patients and 
the elimination of dreaded paperwork by the doctors. 

In the continuing- investigation the reporters discovei:ed that the 
firms who hntchecl the scheme for referral fres had also participated in 
an unauthorized testing of patients at a Tampa nursing home, T1le 
patient's doctors were not inforllled of the test, didllOt desire the test 
for their patients and did not authorize the test. 

The unautliorized testing scheme produced gross billinO's to medicare 
for approximately $48,979. b 

The intermediary could offer little explanation as to why the inhala
tion plan was adopted. 

-~---- -~'. 
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The scope of the investigation by the reporters expanded to inclu,de 
home health care agencies. The focus on home healt~l,care agencIes 
involved the O'reat deO'ree of variance on charges per YlSIt between the 

b b. 

public and private agen~Ies. .... ' , 
The problem concernlllg overutIbzatIon III the State was vIVI~lly 

demonstrated by figures submitted in the November gO, 1975 artIcle 
in the Tampa Tribune. . _ , -, 

Figures show for 7 monthB of tillS yeai' tl:at 2'( ll?llpl'ofit firms made 
858,908 visits to 28,130 patients at a cost of $9.1 nulholl. , 

The 23 visiting nurses associations made 94,653 to 15,220 patIents at 
a cost of $1.2 million. 

The subcommittee's random survey showed ~hat VN~'s and connt.Y 
nurses a verag-eel ab?ut 5.9 visits p~r pat.i~nt w lule t1~e prI vat~ non profit 
home health agencIes averaged 1.3.1 VISItS pel' patIent. TillS problem 
\Yill be explorec1latel.' in the report. , " 

The Tampa Tribune ~nvestigation added fuel to ~he lllvestlgatIO:l 
started by the subcommIttee, proba?1y proI?pted actIon by the medI
care investigators andlec1 to grand Jury actIOn by the local U.S. attor
nev and other officials. 

Because similar u11egations concerning referral fees, rebates and 
kickbacks were raised in other sections of Florida as ,yell as other.sec
tions of the country the subcommittee fe1t the report from artIcles 
appearing in the Ta:npa Tribune would be of immeasurab1e il1ustra-
t,jve value. " . ' , T 

Alle(rations surfacedm MIamI, Cocoa Beach, Fort Lauderdale, "' est 
Palm Beach, and Hollywood. Nationwide, the allegations h" ITe sur
faced in Los Angeles and Chicago, as well as other,area,s., 

Subcommittee investigators were able to ans~yer mqUlrIes from ne,~'s 
reporters and law enforcem~nt personnel whIch, coul~ be he}pful III 
their successfully app'reheI~dlllg persons eng~gedlll tlus practIce. , 

In testimony subnuttedlll Tampa, :\Ir. RIchard gave a breakout of 
the cases under jnvestigation by the Bureau of Health Insurance re
gional office: 

In/07'l1wtion on investigathJe acth'ities in J)7'og1'a.77?J e1)al'uation 
I. Tota1 fraud cases, aU categories: regionwide, 463; Flor

ida, 273; percent of region, 59; :Miami, 190; percentage of 
Florida, 62. 

II. Cases identified as having investigative potential: re-
O'ionwide, 117; Florida, 65; percent of region, 56; :Miami, 56 ; 
percentage of Florida, 86. 

III. Cases actively beiI~g invest.igate~l: regiollwide, 18;, 
Florida, 13; percent of regIOn, 72; ~lIaIm, 10; percentage of 
Floricla, 7'7. 

IV. Cases pending with U.S. attorney for criminal prose
cution: regionwicle, 22; Florida, 11; percent of region, '50; 
:Miami, (); percentage of Florida, 55. 

V. Total fraud receipts in calendar year 1975 : Region wide, 
723; Florida, 413; percent of region, 57 ; ~1iami ; 1 percent of 
Florida.1 

~ Figures not available, 

74-599 0 - 76 - 3 
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VI. Number of investigators III region IV and State 
assignment: 

~!~~inde~-~iFlo-rid;-~~d-N~:tll-C-;r-;li~~====================== ~ 
Georgia und MississirpL------------------------------------- 1 Alahama und South Curolinu__________________________________ 1 
Tennessee und Kentucky --------------------------------------__ _ 

Total __________________________ --____________________ _ 6 

~OTE -In commenting on the volume of work these six investigators do, you 

~ll~~lu~~d~~;~etl~a~r~d~:i~~~~~f~~lio~liti~.gtn\t~~i'~~\rif~H~tf~:~!f~~~iJt:l~~:~~~~i;! 
for a progrum integrIty spec a s 0 \,or, 
several weeks-to the exclusion of everything else, 

Ove1'utitization-Ab'ush'e practices in home hea7th ca7'e agencies 
(7J7'ivate,1W!nprofi t ) . 

The problem of overutilization was perh~ps th,e m<;>st C~ml1110!1 abuse 
cited by home health care persOllll~l ,in lllvesbgabve, lll:e~'vHn;'s, a{~ 
well as the practice perhaps most dIfficult to substantIate, a.ccordmr-, 
to :Mr. Paul Meyprs, vice president of Blue Cross of Flol'lda. (P. 7, 
3d paragraph.) , 

"There is competition for patIents and 'we have heard n~any all~ga-
tiOllS concerning how patients are gotten: YVe have head of alleg;atIon,~ 
'lbout the solicitation of doctors and hospItal personnel for patIents. 
, The most illushati ve testimony concerning the problem of "ov~r
utilization" was submitted by Ms. Delores "Vel~l~lun~, repre~entabve 
of the State Department of Health and RehabIlItabve SerVlces. 
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STATE OF FLORIDA 

Reubin 0'0 Askew, Governor 

H.ealth & Re~abilitative Services m 
DEPARTMENT OF 

1323 WIHEWOOD BOULEVARD TALLAHASSEE, FLORIDA 32301 

Senator Chiles, members of the committee, and others, I 
wish to expreSs my app~eciation for the opportunity to address 
you. 

Pri9r to the enactment of the Title XVIII Medicare Act, 
home health services were delivered almost eXClusively by 
voluntary or official nursing agencies and sometimes a combina
tion of both. Services were provided to those who needed them, 
were known or referred to the agency, and who had medical super
vision. The need for care was determined mutually by the family 
or patient, the nurse, guided by agency policy in keeping with 
nursing privileges and standards, and the attending physician. 
costs were met in voluntary agenc;::ies by fees, graded according 
to the ability to pay, contracts tith third party payers, e.g., 
Veteran's Administration, and contributions arid endowments. Tax 
money supported these services in official agencies. 

The philosophY,of these agencies focused on self-help 
whenever safe and feasible. ThereFore goals and services related 
to restorative and educational measures for patients with a 
potential for improvement and maintenance of as high a level of 
self-help for as long as possible for those patients with 
progressive pathology. Families were expected and taught to pro
vide care between nursing visits and take over full care when 
competent to do so. This philosophy persists today and is 
incorporated in the standards for nursing practice. 

The Medicare regulations precipitated some difficulties for 
these agencies in their failure to reimburse agencies for long 
term subacute care which constitutes a fair portion of the 
caseload. However, the popular notion that all health services 
for the elderly would be covered resulted in drastic cutbacks in 
community contributions. Smaller agencies could not continue to 
provide services to those unable to pay full fee and were not 
eligible for Medicare. Several went out of business or combined 
with Health Departments. 

During the past five years we have witnessed the decline in 
the numbers of certified voluntary and official home health 
agencies and the growth of private non-profit agencies. In 1970 
there were 41 County Health Departments certified for Medicare 
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reimbursement, 12 Visiting Nurse Associations, and 6 private 
non-pro£it home health agencies who limited their caseloads to 
Medicare eligible patients. In 1975, there were 22 County Health 
Departments, 8 Visiting Nurse Associations, and 56 private 
agencies. When I last checked a few weeks ago, there were 70 or 
more private agencies (Attachment 1). 

Ccmplaints began to come in to the Division of Health 
(presently known as the Health Program Office) and Public Health 
Nursing Section regarding the business practices of the private 
agencies. Complaints generally related to solicitati6n of 
patients and physicians, abandonment of patients after benefits 
w~re exhausted or referral of these patients to a voluntary or 
r:'~'nlic agency for free care, and that patients and families were 
·"t taught nor encouraged to assume responsibility for their own 
care. 

Comparative studies showed that voluntary and official 
agencies made on an average close to half the number of visits 
made by private agencies. Despite the fact that professional 
nursing visits outnumbered non-professional visits by 5 or 6 to 
1, while the private agencies were closer to 1 to 1, the costs 
per visit by the private agencies were higher, (Attachments 
2,3 and 4). 

)0 ••• 

Legislation to develop, establish, and enforce minimum 
standards for safe and adequate care 'of persons receiving health 
services in their homes under plans of treatment established by 
the attending physician, was enacted by the 1975 legislature. 
Rules to implement this law were developed by the Public Health 
Nursing Section with the advisement and assistance of representa
tives of each type of provider agency as well as other involved 
or related state agencies. The rules are in the final phase of 
promulgation. 

I will highlight those sections of the rules that received 
the most attention or needed explanation. 

First, we had to differentiate the services and training of 
the home health aide from the pomemaker .. Misconceptions were 
prevalent and there was ?ome resistence ~o limitations of the 
functions of these two non-professional workers. 

Secondly, the part-time intermittent characteristic of 
home health services in the definition was challenged by agencies 
that provide continuous care in the home. The legislation does 
not address services provided by private duty nurses wherever' 
they are performed. Agencies that provide continuous aide or 
homemaker services can contract with licensed home health services 
agencies for professional care and supervision if desired. If 
they wish to participate as a licensed home health agency then 
they are required to comply with the regulations. 

... 
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Qualifications of staff and ratios between supervi~ors, 
staff nurses and non-professional personnel were estab11shed as 
minimum reflections of existing patterns in Florida and nation
w~de. We require that th~ executive,direc~or have at least 3 
years executive or superv1sory exper1~nce 1n a health agency. 
A nursing supervisor shall be respons1ble f0 7 no mor~ than l~ 
full time or 18 part time personnel. There 1S a maX1mum rat10 
of five non-professional to one professional worker. 

Other efforts to assure the safety, quality, and continuity 
of care are demonstrated in those rules defining policies for, 
the acceptance of patients, plan of treatment, plans for term1n
ation of care, and utilization review. 

Licensure procedures include an on-~ite survey t? ~s~ertain 
compliance with the rules, evidence of f 7scal respons1b1~1ty, 
and a certificate of need from the areaw1de health plann1ng 
council. Separate licenses are required for each county in 
which an agency operates and for autonomous dubd~visions. We ar~ 
anticipating enabling legislation to allow areaw1de health plann1ng 
councils to issue certificates of need. 

Enforcement procedures include consultative services, sur
veys, inspections of records and patients, annual reports, 
renewal of applications, and denial, suspension and revocation 
procedures. a ,-

Throughout the rules, we have attempte~ to av~id conf~i~t 
or contradictions with the Medicare regulat10ns wh1le rema1n1ng 
responsive to the needs of patients in relatively sta~le depen
dent conditions. The amount and frequency of profess10nal car~ 
is often diminished in these circumstances: However, r~stor~t1ve, 
educative and protective measures must be 1ncorporat~d 1n m~t~
tenance care during these stabilized pe:iods: Chr?n1cally 
and aging persons receiving health serV1ces 1n the1r homes are 
the most vulnerable of all health care consumers. We hope that 
the Home Health Service Rules will protect these persons from 
abuse and exploitation and assure them of safe, com~etent, 
necessary care. 

However, these rules will not do much to assist those, 
agencies who offer care to all those who are referred desP7te 
ability to pay. Factually their status w~ll be ~o7sene~ S1nce 
we now have close to 80 proprietary agenc1es awa1t1ng ~1censure 
in addition to the non-profit agencies. Licensure opens .t1;e door 
to Medicare certification .. Given the P7esent ~umbers we w11l 
have about 150 agencies taking only pat1ents w1th a ful~ payment~ 
source and 30 agencies who accept part fee and free pat1ents. ~r 
the proprietary agencies follow the pattern set by the non-prof1t 
agencies they will cluster in the southeast or Tampa Bay area of 
the state, creating geographic maldistribution as well, (Attach-
ment 5).' 
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If home health services are to be a reasonable alternative 
to institutional care then a system that reimburses for long 
term care for the chronically ill needs to be vlOrked out. 
Standards of care to meet the nursing needs of such persons are 
already established by the American Nurses Association. Reim
bursement for the services of certified nurse practitioners and 

. clinical nursing specialists as co-managers of patient care with 
medical endorsement should be instituted. 

. Thank you for permitting me to address this committee today. 
I join you in seeking the improvement in the delivery of health 
care. 
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Attac:ment 1 

Catparative Growtf Rat;es of Certified lk:ma Health Services Aqef\..cies fran 1970 - 1975 
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1970 41 12 6 

1971 24 8 8 

1972 21 8 8 

1973 21 8 11 

1974 20 8 20 

1975 22 ~ 56 

57 Proprietary Agencies inc1uiing 
branches requesting licensure in 1975. 

Proprietary Agencies 

Private ~n-Profit Agencies 

Voluntary Nursing Agencies 

County Health Depart:lrents 
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COMPARISON OF AVERAGE NUMBER OF VISITS TO MEDICARE 

PATIENTS BY SELECTED HeME HEALTH AGENCIES 
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COMPARISON OF AVERAGE COST PER VISIT BY REGISTERED 

NURSE AND HOME HEALTH AIDES IN SELECTED HONE HEALTH 

AGENCIES 

RN ~ HItA 
I 

~ Home Health Aides are used for l~nethy visits (upto 3-4 hours) 
in this county. 
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Douglas Richard of the Bureau of Health Insurance, Atlanta 
regional office, explained how the program operates and what con
ditions should exist in order for service to be rendered. 

The pertinent pa.rt of :Mr. Richard's testimony follows: 
The :Medicare Act specifies that these services can be furn

ished to homebound individuals under the care of a phys~cian, 
by a home health agency under a plan established and peri
odically reviewed by a physician. These services are to be pro
vided generally on a visiting basis in a place of residence used 
as such individual's' home. 

I-Iome health services covered under medica.re are furnished 
·by home health agencies which must meet specific require
ments of the act to participate in the program. The act defineS 
a home health agency as a public agency or private organiza
tion which is primarily engaged in providing skilled nursing 
services and other therapeutic services. 

To be eligible for coverage for home health care under 
medicare a person must be essentially confined to his reSI
dence, be under the care of a physician, and need parttime or 
intermittent skilled nursing service and/ or physical or 
speech therapy. The need for such care must be prPBcribed by 
a physician. If these requirements are met, a person is also 
eligible to receive ather covered home health services. To 
qualify for home health care benefits under hospital insurance 
(part A of medicare), a person must have been in a hospital' 
for at least 3 consecutive days prior to entry into home care. 

The care to be provided must be for a condition for which 
the person received services as a bed patient in the hospital 
and must be provided within the year following hospitaliza
tion or after a· covered stay in a skillednul'sing home follow
ing such hospitalization. Under part A, a person's coverage is 
limited to 100 home health visits in that 1-year period after 
the start of one spell of illness and before the beginning of 
another. A person may qualify for home health care benefits 
under medical insurance (pa.rt B of medicare), without prior 
institutionalization provided certain conditions are met. In 
such cases a. person is limited to 100 home health visits in any 
one calendar year. 

The Bureau of Health In5urance (BlII) of SSA is respon
sible for establishing policy, and developing operating guide
lines, and in collaboration with the Public Health Service, 
for prescribing standards for the participation of home 
health agencies under medicare. SSA has entered into agree
ments with pl~blic and ·pri ,Tate organizations :md agencies 
to act as fiscal intermediaries in the administration of home 
health care bellefits under part A and part B. Among other 
things, these fiscal intermediaries are responsible for (1 ) 
making determinations as to the coverage of services and 
making payments for services provided, (2) communicating 
to home health ~lgencies information or instructions furn
ished by BHI and serving as a channel of communication 
between home health agencies and BHI, and (3) assisting 
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home health agencies in establishing and applying safeguards 
against unnecessary use of services under the program.1 

A hospital coordinator and a speech therapist who have had exten
sive experience in various home health agencies, related the most 
common abusive tactics to the subcommittee staff. 

Speaking during an interview session immediately after the Miami 
hearings, the two home health agency personnel agreed that the fol
lowing abuses were fairly common in many agencies and have gen
erally gone undetected and uncorrected: 

One: Home health agency patients are often kept longer than 
needed-patients given 5-day-a-week care and almost never decreased, 
causing the patient to become dependent on the agency. It becomes 
difficult for the home health agency to pull out even when skilled care 
is no longer needed. 

Two: There have been instances where registered nurses in diabetic 
cases will visit for several weeks even if there are no complications
never utilizing teaching and fast rehabilitative practices. Again, the 
"maximum visits code" is practiced. 

Three: Doctors on the agency board have been known to change 
diagnoses and often order prolonged care for patients. One patient 
[Brmvard County] was admitted in l\fay for hypertension, was seen 
two timf'.s a week and never had any specialized care. The same patient 
was still being seen in July for osteoarthritis and internal bleeding. 
The physical therapist refused to give. hotpa~ks to a patient bleedi~lg 
internally so the doctor changed the dIagnOSIS and order so the regIS
tered nurse would see the patient 3 times a 'week and initially daily for 
4 days. This doctor also referred patients for chronic problems: One 
patient was receiving physic.al therapy, his wife wanted it so this 
doctor ordered physical therapy for the 'wife 'who had leg deformities 
for over 20 years. 

Four: The executive director often overrides professional person
nel in their judgments of 'what is indicated. The director-agency in 
Broward County-viTould tell the staff to ·add vital signs, monitoring, 
and other services and could not decrease patient care without her 
approval. The executive director of this same agency has no medical 
background. I 

Five: The executive director has told registered nurses to change 
notes and add orders; that is, monitor diet, to the plan of treatment 
which is mailed to the doctor to sign. The director then uses the excuse 
that the doctor signed it so we are covered. 

Patient charts were changed with liquid paper as needed, Xeroxed 
copies sent to Jacksonville were undetected as liquid paper not visible 
on copy. 

Constantly personnel are told to stretch the limit: One owning doc
tor told a staff conference "have tn fudge a little." Staff are told in 
agency meetings: "Everyone rips off medicare" and felt there was 
nothing wrong with that. Staff is often told it's very important to use 
the "proper wording so medicare will pay." 

Often when visits are nearing the 200 mark, the administrator will 
arrange to have patients readmitted for 3 days so that care can be 
resumed. 

1 From testimony by Mr. Douglas Richllrd of the Bureau of Health Insurance. 
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In initial stages at Broward, a patient was a~mitted fo~' physical 
therapy to receive hotpacks-there was no physlcal the!'apIst. a:t that 
time-the director of nursino' instructed staff nurse to wrIte a VI~It that 
she put hotpacks on the pati~nt. No :risit was ev~r made by a regultered 
nurse or physical therapist and me~ICare was bIlled for the tref~t~ent. 

Aides instructed to spend more tIme than actually needed-If only 
one-half hour is needed told to say 111z hours. 

Told to "stretch the limit." . 
A patient diseharged after 6 visits and no further problem told It 

doesn't look good. .. , 
On a patient basIcally constIpated, the. doctor ordered an eneJ?a. 

The director of nursinO' instructed the regIstered nurse to chart hIgh 
colonic enema O'iven bec~use medicare will cover that.2 

The endl?robduct of oV~I'p~ilization was sp~lle~l out. by .th~ paneTI ?f 
executive dIrectors of VISItIng nurses assoc~atIons m tZ,St.u~10~}} m 
Miami as they told of having to take on pa~Ients W!lOSe VISI~S had 
been used up and had to depend on the PUb~IC agencIes for aSSIstance. 

The subcommittee found no reason to beh~ve that th~ total number 
of visits authorized by medicare-.200-:,vas 111appropr:a~e b~lt rather 
that the patient was often. "exploIted~' 111 the use of VISI~S. sImply s,o 
that the agency could attam the maXImum number of VISItS authoI-
ized by law. . . T 

The letter submitted in evidence at the hearmgs 111 ampa on 
April 15, 1976, typifies the problem that overutilization often bl'in~s: 

1\1:r. ______________ , SEPTEMBER 15, 1970. 

BU1'eau of Health Insuranoe, 
A.tlanta, Ga. . . 

DEAR MR. __________ : I appreciate your call last Friday and enJoyed talk1l1g 
with you. Per request I am enclOSing descriptions of some of the events that you 
transpired which you may find of interest. . 

I am afraid that some of the impact will be lost without a personalmterpreta
tion, and, of course, these are copies as I collected them with only a few com
ments added to aid in clarification. 

The patterns we have seen in dealing with (another home health .agency) have 
been primarily (1) their aggressiyeness, in securing patients by be1l1g ever pres
ent in hospital clinics, on hospital wards, and in physicians' offices eY~n to the 
extent of opening records on lmown VNA patients .an~ (2) the ama.z1l1g accu
racy with which a patient's maximum rehab potential IS forecast WhICh al~ost 
without fail parallels the exhaustion of MCA benefits on a 2112 to 3 month perIOd. 
An excellent example of course is (patient) whom we discussed, who recen:ed 39 
visits in August (having received 97 MCA visits through 31 August) and mIracu
lously improved so that her record could be clo~ed on. 5. ~eptember by ~elephon~. 

You may wi~h to contact manager of the MedIcal DIVISIon of J. B. HIckey. HIS 
phone number is ____ . 
. When I receiYe more information which I feel may be of interest to you, I'll 
send it along. In the meanwhile I liope you find the enclosed of at least some help. 

Sincerely, 
(Mrs.) JUDITH TRAVIS, R.N. 

Senator Chiles inquired as to t1~e frequ.ency of ~hat ~robl~l11~ver
utilization-for the public agencIes dUl'mg hearmgs m ~1IamI: 

Senator CHILES. Have you all had any patients referred to 
you that had expended as charitable patients, their 200 visits 
expended under medicare? 

!lFrom interview with home health agency personnel in Broward County and Dade 
County by subcommittee Investigators. 
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~{rs. ADAIU. ~Ve all have had that experience. 
Senator qUILES: ~Vol~Jd yo~ tell me what kind of frequency 

and what lrInd of detaIl or If you cannot today would you 
furnish that to me for our records? ' 

~Irs. ADAIR. Yes; we would be glad to. . 
~Ve have an average of one request a day to see a patient 

who,11as be~l~ cared for by another ~g('ncy, has u~ed up all the 
mechcare VISIts, or maybe there are Just a few ViSIts left where 
we can receive payment from medicare, 01' a patient who does 
not ne~d what is. termed as skilled nursing care, so that medi
ca~'e wlll not relmburse the other agency, so that patient is 
referred to us. 

Senator CI-IILES. So, you have an average of one case a day 
·which has used up their 200 visits? 

~1rs. ADAIR. Yes. 
Senator CrIlLEs. And then, they are dumped into the-they 

are deemed charitable patients? . 
Mr. AD~\m. TI,le.y may not have used up 200 visits, no, be

cause medICare IS very careful as to what they will pay for 
you know, whether it is skilled nursing or not. ' 

If t~1e patient has, sometimes they have used up 100 visits, 
sometImes they have used up 200, but I cannot tell you how 
many or like that. 

Mrs. BR?WN .. It works pretty well the same way. 
The patIent IS pretty much custodial by the time we get 

there. 
~'Te have got two referrals from the other aO'encies to 0'0 

in and give the care, but most of them come directly fro~ 
the patients themselves. 

Senator CHILES. ~Vhat kind of frequency do you experi
ence? 

~1rs. BROWX. About once a week is what we are getting. 
Senator CHILES. And that is Palm Beach County? 
~Irs. BROWN. Right. 
Mrs. DEAGA~. I ca~1l10t gh-e you any definite answer, be

cause when thIS prohferatIon first started we had a social 
worker caJl us fro111 one of the other aO'eI;cies to inform us 
th~t they. were drol~pil:g the p~tiel1~ aI~ that patient from 
hel check1l1g' out of Ius financIal SItuatIon would be free. 

This, ,ve do not do. 'Ve do our own evaluation of whether 
a person can pay part or all because we are entrusted with 
United ~Vay's monies, which we have to be answerable to the 
donors for, as well as we feel that we should be answerable 
to our own taxpayers. 
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ADMTNISTRATIVE ABUSES TI-IAT ,VERE LISTED BY 
lIOl\fE HEALTH AGENCY PERSONNEL 

REFERRALS 

The following ways of abusing medicare have been observed: 
(1) ,Vhen the registerednul'se calls the doctor, 'she will O'et a cliao'

nosis. The doctor ,,;il1, at tjmes, tell the registered nurse tob"see wh~t 
yon can do." Then, she will 'write the referral with her own orders
"monitor vital signs, monitor diet and elimination monitor medica
tion"-even before .seeing the patient, the orders dre written by the 
office R.N. often to mclude home health aide visits 5-7 times a week. 
, (2) Th~ doctor may order phy~ica 1 therapy evaluation or just phy

sICal therapy-before the therapIst sees the patient-the office reO'is
tered nurse will write orders-"gait traininO', ambulation tecl~li
ques-improve ,mobility." The re~istered mu's;' often suggests to the 
doctor-the patIent may need phYSIcal therapy. Often, physical therapy 
is obtained for chronic problems-chronic arthritis-then the diao'

nosis is recorded using the word acute-"ncute flare-up of old arth
ritis or acute exacerbation." 

(3) Equipment is often ordered before the patient is admitted. This 
equipment is often unnecessary. " 

(4) The office l'egisterednurse will be sure to write the referral for 
tl~e 1?1~ximum number of visits-the doctor rarely indicates the amount 
ot VISItS pel' week or he may say-"let the registered nurse evaluate." 
The referral is then writtten-registered nurse evaluate, see patient 
3-5 times a 'week-the field nurse is told to see the patient 5 times d 
week and decrease gradually-always use the maximum. 

(5) Home-health aide visits are written on the referral before the 
~leed for care i~ determiped by the field nurse. The patient or family 
IS usually promIsed an aIde on the phone before care starts. The family 
is distraught if an aide is not assigned at the time of admission even 
if it is explained that there is no need for one-it is not uncommon for 
the patient to seek another agency where they will get an aide. 

(6) Orders have been received for vitamins B-12 shots with 
~iagnosis of hemolytic anemia-not covered by medicare-the admin
Istrator then told the nurse to change the diagnosis to meg:alablastic 
or pernicious anemia and write a note to the doctor telling him why it 
was changed so the patient could be covered. 

(7) Orders received for physical therapy on a patient 'with a pros
trate disorder. 

(8) On a patient, the doctor gave no orders-he told the registered 
nurse she needed someone to prepare meals, et cetera, and only needs an 
aide-the doctor related no skilled care needed several minutes later, 
the executive director (local home health) called the doctor and gave 
the registered nurse orders to monitor vital signs, meds, and fluid 
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intake. The E.D. was not a registered nurse and freqnently did this-
actually taking ve~bal phone orders from ~octors. . 

(9) In several ll1stances, the doctor WIll tell the reg1stered. nurse
will sign anything sent to him after th~ nurse se~s th~ patIel~t. He 
relies on the registered nurse to do a fall' ev~luab~n-If ca.re IS ~lOt 
indicated, the orders are sent to the doctor-mcluc1mg mOl1ltor VItal 
signs, medicine, and h~:)lne-health age~cies. , " , 

(10) The office regIstered n~rse WIll often qu~stlOn .the doctor If tl~c 
patient has hvpertension or dIabetes or heart dIsease If one of them IS 
present, the I~egistered nurse will tell the doctor ",ve can see .the I?a
tient for this" reO'ardless if the problem is chronic. Long standmg dIa
betes cases are picked up to monitor diet and medicine. Stabilized 
hypertension and heart disease are picked up to monitor vital signs 
and medicines. 

(11) Patients that are not homebound are seen for therapy at home 
after it is suggested to them if they would like therapy at home rather 
than going out. 

(12) Examples: 
(a) Patient with diabetes for several years and controlled and 

hypertension controlled was admitted after heari~1g a speec~ by the 
agency. Patient's son wanted someone to stay WIth the patIent for 
an hOlu' every day for a while, while his wife was in the hospital. The 
registered nurse went to monitor medicine, the aide went five times 
a week after several days, the son's wife came home and he canceled 
care-patient no longer needed it. 

(b) A patient with diagnosis of acute arthritis had a CV 1\ 2 years 
ago was explained to the office that homebound was a reqUlre~n~nt. 
'rhis patient went out for speech and physical therapy. The admIttmg 
eloctor-connected with the agency-ordered passive range of motion. 
It was explained that this was not covered under medicare-the doc
tor changed the orders and insisted on the admission. The patie~t 
was receiving speech therapy for the primary diagnosis of arthrI
tis-was not homebound and preferred to get therapy at home rather 
than go out-also it was free this way. 

(c) The order was received with diagnosis of arthritis. The execu
tive director changed the diagnosis to acute arthritis so medicare 
would covel'. This patient's doctor is also on the review committee of 
the agency-several days later he changed the diagnosis to degenera
tive arthritis with acute exacerbation and needs physical therapy for 
ambulation purposes. This patient was not homebound-took the bus 
weekly to see the doctor-this patient seen five times weekly for physi
cal therapy. 

(d) Charts backdated so they will be eligible for plan "A.." If pa
tient can be admitted within several days of the 14-day period, chart 
can be backdated-explained to family they can have 200 visits. 

(e) Patients seen without receiving orders from physician" The 
field nurse calls the doctor with a question and he wants to know what 
you are seeing the patient for-he never gave orders. 

(I) The nurse is told by the executive director to always add vital 
signs to plan of care so there will be a skilled c.are. 

(13) After a doctor is appointed to the board, his patient referrals 
start to come in rapidly and often with little thought given to 
eligibility. 
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One doctor ordered care on a patient who had a foley catheter for 
years-he ordered special care-the office was told not to see the pa
tient at certain times because the patient went out to eat and won't be 
home then. 

This same doctor ordered registered nurses daily on another catheter 
patient and also physical therapy. Also ordered another patient to 
have daily physical therapy on a chronic arthritic. All referrals came 
in within 1 day of his board appointment. 

On referrals, the registered nurse ill the office or administrator are 
sure t.o speak to the doctor 01' his nurse and suggest some means to 
see the patient. 

DISCHARGES 

The order is constantly given to home health personnel not to dis
charge the patie~t too soon as medical~e will get suspicious. 

One agency WIll not allow the regIstered nurse to call the doctor 
regarding a dischaI'g~-the administr~tor will revie:w the ~h~rt and 
decide when the pabent should be chscharged. TIllS admllllstrator 
(BHHA) felt there were too many discharges in 1 week-she told 
the reO'istered nurse when a doctor orders a discharge she should not 
write discharge patient-she sh~u~d write "doctor is sl~ggesting dis
charO'e in future." She, the adln1mstrator, would explam to the doc
tors that medicare requires the care to be taken away slowly. 

If there is an end to the skilled care and the home health agency 
is still going in-the care must continue until the aide can be gradu
ally decreased. 

Some patients are kept so long that doctors call and ask why the 
patient is stHI being seen 01' concerned patients dismiss the care 
themselves. 

Often care is prolonged for discharge planning-started too late
care then extended so fl patient turnover to a custodial agency can 
take place. 

AUDIT ABUSES 

Personnel at several home health agencies identified problems deal
ing w!th improper auditing procedures used by private home health 
agenCIes. 

Those problems ,,'el;'e: (1) A complete reyiew and rewriting of 
doctors' orders on pabents to ,conform to actIons already take,n that 
the doctors did not authorIze; (2) persons-usually regIstered 
nurses-who never saw the patients gave detailed instructions or filled 
out cha.rts themselves to reflect skilled nursing care when unskilled 
care was, in fact, administered to th~ patient; (3,) nurses. ~vere in
structed to fill in items that were "medIcare covered' on all VISItS made 
to patients when, in fact, some visits \yould not have beel; covered. by 
medicare' and (4) some visits are upgraded to reflect d~fferent tune 
spent on ~ visit or one visit of 1 hour is reflected on two dIfferent days 
although only 1 day was actually spent in the patient's home. 

REASON ABLE COST 

The comparison between visiting nurses associations ~~d private 
home health agencies in salaries, pension plans, and VISIt charges 
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tr]ai~ed anew the allegation that the private aO'encies ,"rere abusive in 
' len' treatment of total cost. 0 

1\11'. Richard's testimony dealt with the special problems encountered 
LYt tbhl~ IBureau of Realth Insurance when home health aO'encies are es a IS led: ' F> C 

Inte1'lm rates and periodic interim payments 
~V~len a ne~v RRA, is established i~ submits a projected 

budget to the mtermecbary. Based on tillS and estimated visits 
to be made, a co.st per visit rate is established. Of course, if 
the budge,t cO:ltalll,s unreasonable costs which are not reduced, 
an . exce_ss:v~ ~nterlln c,o,st per visit rate may be set a,nd, as 
~la~m~ fOl VISItS are pard, ~)Verpaymen~s can occur. Therefore, 
I,t IS ~mport~n~, to exa~11lne the pro)ecte~l budgets closely, 
lather than "altlll-g untIl cost reports are filed and audited at 
the end of the year. 

In recognition of problems in this area, BRI CO issued an 
alert dated Februa~'y 12,.1976, to all intermediaries [attach
men,t 2J to carefulIy reVIew the reasonableness of projected 
ovel!le~d co~ts. The teletype message requested "that inter
l~l~chaI'les bl'lng- to .bear an immediate careful SCI-utjny of such 
Iellllbursement" wI,th regard to newly established RRA's. 

The alert also dIrected close intermediary examination of 
~'eql.lests b~T n~w RRA's f~H' periodic interim payment (PIP). 
PIP (perIOdIC checks maIled to an RRA based on the interim 
rate established and on the projected medicare utilization) 
has th~ potential of causing overpayment to new HRA's 
where It turns out that the estimated costs are unreasonable 
and/or their projected volume does not materialize In other 
words inter~m rates and PIP require clOse monitori~g rather 
than ,eXl?e~h~g the cost report and actual medicare utilization 
to COlllclde WIth what was estimated. 

The reasonableness of administrative expenses claimed by 
"100 percent medicare" RI-lA's is one of the more serious is
sues uncovered. For example, the RO found three members 
of a family operating two RRA's and claiminO' salaries from 
both facili~ies (including defened compensation of 25 per
~ent) tot~lmg over $118,000 pel' year. ~'T e have instructed the 
ll1~ermedlary not to settle the cost report for this provider 
WIthout clearance from us. 

~Vhen.,t~e Rq became ,aware of the high amount of some of 
the admllllstrahve salarIes, all intermediaries 'v ere requested 
to send a copy of the most recently audited cost report for 
each RRA they serve. Because of the foul' different methods 
under which. cost reports of RRA's may be filed, and the fact 
t!lat all ~ost ~tems are not reported identically within the par
tIcular hne I~ems of a cost l:eport, meaningful comparisons 
were not pOSSIble. Therefore, mlate October the RO desiO'ned 
a su~vey f01.'111, and. requested intermediaries to survey all 
FlOrIda HRA s WIth respect to salaries and deferred 
compensation. 

Preliminar:y analyses of the survey data disclose a wide 
salary range m "nonprofit" RRA's in Florida. Administra-
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tors' salaries (adjusted to a 40-hour week) vary from $13,500 
a year to $42,000, with an average of $23,726. Executive di
rectors vary from $15,000 to $40,000 (average $24,790). Nurs
ing directors vary from $10,800 to $26,400 (averaging 
$17,114). Administrative assistants vary from $3,456 to 
$28,000 (average $15,256). Not only do specific salaries vary, 
but also the number of major administrative positions (and 
costs) ; for example, one RRA has five key positions paid a 
total of $136,533; another has three receiving $86,631; and 
still another has two being paid $57,200. Deferred compensa
tion plans also varied from 0 to 25 percent of yearly salary. 
This compensation and "overhead" does not a1"'ays seem to be 
related to relative administrative responsibilities. 

The RO survey results are being used to develop guidelines 
regarding salaries and deferred compensation similar to 'what 
is done with respect to owner's compensation guidelines for 
proprietary hospitals and SNF's. ~Vhen completed, they will 
be for'warded to the BRI central office foPr revie,," prior to 
implementation. 

ROivever, even i'lith the compensation guidelines, the RO 
has no illusions that the problems end there. For example, 
when unreasonably high salaries paid by one RRA were un
covered, at RO direction the intermediary made large cost re
ductions. In October 1975, the RO notified the intermediary 
to use the same cost reduction rationale when determining 
reasonableness of cost claimed by other RRA's. One RRA 
has retained counsel and has appealed the reductions. The at
torney has requested and received copies of the RO salary sur
i"eys. In other words, indications are that cost reductions will 
be vigorously appealed. This appeal will be heard in April. 

BRI has also been concerned about the cost of management 
se.l.'vices furnished by some organizations. Central office is 
working o.n cost reimburserr~ent policies ~pplicabl.e to manage
n~ent.servlCes. In the me~ntI~ne, the RO IS foUoWll1g up on in
chcatIOns that one orgamzatIOn may not be furnishino- all the 
management services as outlined in their contracts. Further 
information is also being obtained on the fees and services of 
an attorney who is setting up and selling RRA's in Florida . 
. The most recent action on administrative salaries and pen

SIOn costs occurred on March 25, 1976, when the Atlanta RO 
l;eld ~ meeting o.f provi.d~r reimb~u'sement representatives 
from mtermecharles SerVlCll1g Flol'lda and from their home 
offices. Repre~entatives from Aetna Life and Casualty, Blue 
Cross of FlorIda, Travelers Insurance Company of America 
Blue Cross of America, the Division of Direct Reimburse~ 
m~nt ?f BRI, and. the ~'egional office met in Atlanta. The 
obJectIves were to dISSemll1ate and discuss the preliminary re
sults of the rec~nt RO salary survey of Florida RRA's, to 
exchange experIences, and to establIsh some deo-ree of uni
formity a!llong inter!llediaries in the resolution ~f the prob
lems and ISsues relatmg to reasonable cost reimbursement. 
. Meth?dology was a.greed on at the March 25 meeting to use 
m makll1g salary adJustments (until the survey results are 
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finalized and cleared). In additi?I?-,. FI?rida Blue Cross has 
surveyed the pension plans of facIlItIes.m the Tampa SMSA.,: 
The average of all fac~litie~ with penSIOn pl.ans i~"aS abo~lt ( 
percent. Nine percent IS paId by. Stat~ hospItals III FlOrIda, 
ivhich is the largest group of hospItals ~n the State. The ~roup 
agreed that no more than 9 percent wI'll be allowed fOl pen
sion plans of RRA's, since ther~ ~e~rr~s to be ~o reason i~hy 
these costs should vary by type of facIlIty. Flol'lda ~lue 910SS 
will furnish the RO with a copy o~ it~ sU!'vey whIch w.Ill be 
furnished to the Florida intermecharles III suppor~ of rea
sonable cost reductions to the 9 pe.rcent level. Flol'ldn, ~lue 
Cross will also prov~de ~he RO. wI~h a draft of a P:I~SIOl~
cost survey form. TIns WIll be dI~tl'lbuted. to. the othel Illtel
mediaries. lVe will then ask the mtermedIal'leS to survey aJl 
providers in the State in order to further document tIllS 
approach. . I S 't 

Section 223 of the 1972 amendme!lts to the SocIa ecurl y 
Act can be used to liniit program reImbursement to costs ~hat 
would be incurred by a reasonably prud.ent and C?st conSCIOUS 
management. The implemente~ r.egulatIons pub~Ishe.d to ~ate 
have placed absolute dollar lImIts on th~ routme mpatJent 
service costs of hospital~. ~he ~tl~nta regIOnal office has rec
ommended to CO that SImIlar lImIts be developed and. pl.ac~d 

. on RRA's (memorandum date~ April ~, 1976). TIllS IS III 

recognition of a basic problem m apply?ng. reaso?able cost 
concepts to some RRA's who have no socIal mcen.tli~e to C?I:
trol costs an who have a strong personal economIC mcentne 
to maximize costs. . " 

The RO plans to hold a future meetmg (SImIlar to the 
:March 25 one) for reimbursement pe.rsonn~l f~'om ot~er-th~n
Florida intermediaries to insure umfol'Imty III dealmg wIth 
RRA problems. 

J 
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TABLE __ _ SALARY AND CHARGE COMPARISONS 

REASONABLE COST - A LEGITIMATE CONTROVERSY 
(Partial Survey of Home Health Agencies) 

Home Health Services of Dade 
County (No. Bay Village) 

Visiting Nurses Association of 
Dade County (Miami) 

Alaris Home Health of St. 
Petersburg 

Visiting Nurses Association of 
Hillsborough County (Tampa) 

South Dade Home Health Services, 
Inc. (Miami) 

Medi-Health, Inc. (Ft. Lauderdale) 

Home Health Services (Sarasota) 

Nurses' Professional Registry 
(West Palm Beach) 

Visiting Nurses 'Association of 
Broward County (Ft. Lauderdale) 

Palm Beach Regional Visiting Nurses' 
Association (West Palm Beach) 

*Cost per visit 

*Skilled 
NUT.'sing 

Care 

$35.00 

19.00 

35.00 

15.00 

35.00 

22.55 

20.02 

12.50 (hourly) 

17.50 

25.00 

*Physical 
Therapy 

$3.5.00 

l3.BO 

20.00 

35.00 

29.20 

20.02 

17.50 

*Speech 
Therapy 

$35.00 

15.00 

20.00 

35.00 

25.55 

20~02 

17.50 

_ •• __ _ ___ •• ,_~..L-____ .--____ ~_ 

62 

*Aide 

$12.00 

9.50 

15.00 

8.00 

12.00 (hourly) 

11. 45 (hourly) 

9.50 

.. of .... 
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Florida Home Nuraing Care, Inc.
(Miami) 

Broward Home Health ~gency, Inc. 
(Ft. Lauderdale) " 

A Associated Home Health Agency, Inc. 
()tiami) 

Hollywood Home Health Agency, Inc. 
(Hollywood), . 

Metropolitan Dade County Dept. of 
Human Resources (Miami) 

Unicare, Inc. (Miami) 

Gulf Coast Home Health Services I 

(St. Petersburg) 

Unicare, Inc. of Ft. Lauderdale 

Mana;:;ota Home Healtil Agency (Manatee) 

Home Health Services of U. S., Inc,. 
(Hallendale) 

Gold Coast Home Health Services, Inc. 
(Pompano Beach) 

*Cost per Vl.Sl.t 

*Skilled .*Phy.iCAl 
NUrsing Therapy 

.·.·Care 

$30.00 $45.00 

30.00 45.00 . 

28.00 30.00 

30.35 45.00' 

19.00 13.80 

30.00 13.80 

30.00 13.80 .. 

27.00 Contract 

30.00 45.00 

28.94 

--------
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*Speech *!lide 
Therapy 

$45.00 $15.00 

45.00 15.00 

30.00 12.00 (hourly) 

45~00 15.00 

35.00 1st visit J1::>.. 15.00 all others9.50 c:D 

35.00 15.00 

22.00 ... ·.1 

35.00 . 11.50 (hourly) 

Contract 12.00 (hourly) 

12.00 (hourly) 

22.61 

----------~'~---------------------------- --~~,--------~----.~~.--~--------------------~~~----------~------------------~~~~~.~---
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Florida Home Health Services, 
(Miami) 

. 
Florida Home Health Services, 
(Miami) 

Inc. 

Inc. 

*Skilled 
Nursing 

Care 

22.00 

22.00 

*Physical 
Therapy 

13.80 
Contract 

*Speech 
Therapy 

Bay Area Home Health (Pinellas Park) 

Tampa Gulf Coast Home Health, Inc. 
(Tampa) 

26.94 

30.00 

30.00 30.00 

30 •. 00 30.00 
Florida Health Related & Professional 
Services (Coral Gables) 30.00 

35.00 

35.00 

43.00 

35.00 
Bay Home Health Care Agency, Inc. 

'Cost per visit 

( 

The subcommittee tried to determine why the cost per visit was so 
much.higher among private, nonprofit agencies than among the public 
'agenCIes. 

During the intervievvs that were held by subcommittee investigators, 
the one theme seemed to be that overhead cost by the private agencies 
justified higher charges pel' visit. 

~Iedjcare officia1s were somewhat reluctant to deny these charges as 
the private nonprofits were in accord with prices established by other 
private, nonprofit agencies. 

---~ -------------- - . - - ----,.------ • -- ~,=--. ~"'--------.----~ 

*Aide 

11. 50 

18.00 

13.00 (hourly) 

15.00 

12.00 

20.00 

----~------~--======~*~q~.= 
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AREA A 
(Pi nell as, Pasco, Hernando, Sarasota and Manatee Counties) 

I\GENCY 1·1EDICAL EXECUTIVE rWI~s'rf.IG 
~ODE # DIRECTOR I\[)HINISTHATOR DIHSCTOR 1?ll~E CT QB. 

1 $ 37,794 $ 22,031 $ 1~,359 
2 14,040 $ 33,333 40,000 30,000 
3 16,000 25,000 15,000 20,000 
4 16,000 40,000 20,000 12,500 
8 26,667 16,000 

17 80,000 14,400 20,000 14,1100 
24 22 ,·~64 33,333 40,000 29,000 
51 47,333 41,915 29,800 

AREA B 
TDade, Bro\'lard and Palm Beach Counties) 

AGENCY 1·1EOl CAL EXECUTIVE nURSlllG 
CODE # DIRECTOR A.IJ:~I LLLgRATOR DIRECTOR 01 RE..CTOB. 

9 $ 30,000 $ 15,000 S 25,000 
15,000 1 

$ 15,000 

11 52,000 13,500 24,000 
12 60,000 24,000 2 17,829 

12,000 " 
13 75,000 20,000 13,000 
14 76,800 21,333 17,067. 
16 24 ;000 20,000 25,000 113,000 
18 24,012 24,008 26,000 17,640 
19 50,000 20,000 15,000 ' 
20 36,400 20,800 
21 35,000 42,000 16,800 
22 60,400 60,400 29,200 26,400 

36,000 3 
23 75,000 26,667 38,400 24,533 

AREA C 
(Bay, Seminol e, Orange, Duval and Escambia Counties) 

AGENCY ~lEDICAL EXECUTIVE NURSING 
CODE 1/ DIRECTOR ADf.1INISTRATOI< DIRECTOR OIREcrOR 

5 $ 96,000 $ .22,500 $ 22,500 $ 10,488 
6 54,995 16,213 14,400 
7 ~9,987 24,533 16,000 

10 48,000 111 ,000 26,000 
15 96,000 .. 18,000 10,800 

6G OTHER- I\SSOCII\TE 
AGENCY I\DI·lIIH STlV\ n IJE CLERICI\L OFFICE DIRECTOR- HOSPITI\L 
CODE # COHPTROLLER ASSISTI\NT (AVERI\GE) r.1GR. NURSING COOrmINATOR ' . 

1 $ 5,060 
2 $ 20,000 S 2G,6G6 8,320 $22,500 $ 23,846 
3 16,000 20,000 6,666 16,666 14,286 
4 26,667 20,000 6,666 9,333 12,500 
8 20,267 6,649 $12,800 

17 20,000 6,900 
24 20,000 21420· 8,320 21,875 16,154 
51 18,00CJ 5,753 14,916 11,212 

OTHER- I\SSOCIATE 
AOI-11 N I STRATlIJE CLERICAL OFFICE DIRECTOR- 1I0SPITAL 

AGENCY (AVERAGE) ~iGR. rWRSING ~90RDINATOR 
CODE # CO~lPTROLLER ASSISTI\NT 

9 $ 15,000 $ 5,557 
11 13,500 6,344 
13 . 7,800 
14 7,211 $11,840 

16 7,280 
i8 18,000 4,236 

7,800 19 5,756 20 23,400 
21 20,000 $ 28,000 4,380 

11,550 7,294 $12,000 $16,700 12,200 
22 

24,533. 8,141 1/ 
14,080 

23 
(Z7,733 Vice-Pl"csident/TI'CiJSUl"er for Code /123) II 

12 

OTlIER- ASSOCIATE 
NUHBER OF 'AGENCY I\OHlfllSTRATIVE CLERfOIL OFFICE IJIHI::CTOR- HOSPITAL 
pas IT IONS 

9 
37 •. 
59 

-80 
21 

CODE # COf.1PTROLLER ASSISTANT {AVERI\CE) ~iGR. NURSING COOIWINATOR 

5 
6 
7 

10 
15 

S 22,500 $ 7,200 
6.298 
8,434 
7,800 $14,500 
4,513 
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Salary ranges for administrators of private nonprofi~ h~me hea~th 
ltlTencies was from $13,500 yearly to $60,400. The only gmdelme admm
istrators had to follow was to be sure that they took in enough clients 
to cover their salaries. 

Salary ranges for exec uti ve directors of private, nonprofit home 
health agencies are based from $12,000 to a high of $4:0,000 yearly. 

The projected saJary for medical directors-if rates are used for a 
~W-hour week-would range from n, low of $14,000 to a high of $96,000. 

Nursing directors are salaried from $12,500 to $30,000 yearly. 
The range for comptrollers are from $13,500 to;$26,667. 
The range for hospital coordinators are from $11,212 to $14,080. 
The range for administrative assistant was from $11,500 to $28,00Q. 
For associate nursing directors the range was fro111 $12,500 to 

$23,846. 
One agency with approximately 100 personnel, a 25-percent pension 

plan paid its comptroller $20,000; administrative assistant $26,666; its 
oflice manager $~2,500; its associate nursing director $23,846; its 
medical director $14,0:1:0; its administrator $33,333; its executive direc- . 
tor $40,000; and its llursing director $30,000. A total of $210,052 all 
'with medicare funds. 

ABUSES WITII DURABL1~ l\IEDICAL EQUIPl\IENT 

The abuses in vol ving medical equipment 'were first brought to the 
subcommittee's attention by )Ir. Paul Kraemer, president of ~fedicHJ 
Home Products and :Medicare Systems Consultants, of Hollywood, Fla. 
Mr. Kraemer illustrated the situation that has been standard op
erational procedure for many durable medical equipment dealers 
concerning the false billing to medicare for oxygen which was not 
continuously supplied but continuously billed. . . 
... ·The exposure of the oxygen abuse situatiOli" led ilivestigators to an 
examination of the billing procedure used by medical equipment sup-
pliers and approved by the Bureau of Health Insurance, Social Se
curity Administration. 

",Vithout ~fr. Kraemer's persistence and knowledgeable contribution, 
the early work of the subcommittee investigators would have been ex
tremely difficult and exploratory. 

In liis testimony before the subcommittee in Tampa, ~fr. Kraemer 
outlined several areas of abuse in the medical equipment field. 

The circular pattern that the subcommittee found was an agency 
that was particularly aggressive would increase its clientele to the 
extent that more pel'somiel would have to be hired so that the funds 
would not be classified as "profit," because private nonprofit agencies 
only used other private nonprofit agencies for comparative analysis. 

So, neViT agencies automatically started up with high projections on 
both administrative salaries and visitation charges. Therefore, "reason
able" salaries and charges are "reasonable" only because 'they are com
pared to other already posted but high cost. 

The subcommitt.ee compared the base salaries and costs to visiting 
nurses associations and county groups and found that private, nonprofit 
agencies wel~e twice as expensive as the public agencies. 

What kinds of questiuns and problems am I talking about ~ Let me 
give you some examples. f 
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A typical situation would be as follows: Dealer A has been supply
ing oxygen and a hospital bed to Mr. Jones for a few months. Mr, 
Jones needs hospitalization for a couple of days, and when he comes 
home he receives the services of an HHA and, therefore, is entitled 
to receive his bed and oxygen under medicare part A 100 percent 
reimbursement. through the agency. Dealer A is quite satisfied to bill 
the HHA and comply, but either the nurse or patient tells him that 
he must 1'emove his equipment because the agency has an arrangement 
with another dealer who will immediately substitute his equipment. 
The HHA will not accept billing from dealer A. The .act at section 
1801 guarantees freedom of choice by the patient. This g~arantee is 
negated by these arrangements between dealers and agencIes. 

In this same situation, dealer A, in order to save his business, con
templated the possibility of offering the patient to continue billing 
under medicare part B, but to forget the 20-percent bill he would 
normally have sent to the patient. He asked us about the propriety 
of such a practice, and we advised him not to do it. But, as you can 
see, because of the agency involvement, the dealer loses his business 
and is frustrated by the rules he should follow. 

The problem of the 20 percent and the $60 deductible goes much 
further. Of late, through our own personal experience and the ex
perience of others as well, more dramatic control of DME dealers by 
some HHA's has come to light. These HHA's have realized that there 
is supposedly no profit to be made in the including of DME in their 
plans and billing, therefore, they don't want to be bothered with the 
paperwork. On the other hanel, many patients have become sophisti
cated enough to know that there should be. no cost to them while 
nursing services are being received, so, to remain in the highly com
petitive market that now exists, the HHA forgives the 20 percent 
and frequently the $60 deductible. If the dealer refuses to go along~ 
he .gets no business fro111 the agency. In such a case the HHA really 
asks the dealer to ignore the intent of the act and not to comply 
with i'egulations to bill under part B. It also, in eifect, asks the 
dealer, a profitmaking concern, to do away with 20 percent of the 
reimbursement of allowable charges to which medicare says he is 
entitled. You remember, gentlemen, that DME dealers do not work 
on a cost-plus basis as an HRA does, but rather with charges as 
decided by medicare when he accepts medicare payment. 

There is a multistate D~fE company that has taken the approach 
of soliciting HRA business by blanketly forgiving the deductible and 
20 percent to all agency patients. BHI has been notified of this and 
has done nothing about it. The same company uses other questionable 
practices such as oxygen cycle billing, a practice that Bob Harris well 
understands, and billing to intermediaries outside the patient service 
area-collecting incorrect rates. BRI 11as known of these practices 
for several months and has done nothing. Frustration! 

We are a ware of HHA's taking providers' bills which are attribut
able directly to' it single patient, adding a markup to the providers' 
invoices, and submitting the marked-up figure for reimbursement to 
medicare. BHI in Baltimore agrees that this is wrong. Just last week, 
I received a report that when this was turned in to the Philadelphia 
regional BIll office, they agreed that it was wrong, but weren't con-

\ 
~ ... ¥ 
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cerned because the reimbursement is on cost, not submitted bills. A 
week before that a BHI employee from the Atlanta region told me 
that he doubted that such things would ever be found on audit if the 
auditors were not told to look for the markups. He stated that until 
now they have not been instructed to look for such things. A portion 
of the Moreland Act Commission on Nursing Homes report, released 
last week, talked of "cursory" audits of medicaid nursing homes in 
New York. Should we assume that the quality of medicare audits of 
HHA's is better considering the differences between the Philadelphia 
and Atlanta region statements? 

i 

}, 

.. 

CONFLICT OF INTEREST 

The subcommittee explored the opportunity for abuse and ~)Ver
utilization because of a doctor's ownership and involvement wIth a 
pri vate, nonprofit health agency. 

In the MIami hearing, Senator Chiles raised the question of con
flict of interest with Dr. Samuel Leone, a doctor involved with severa] 
home health agencies in south Florida. 

Senator CHILES. The issue of doctors owning home health 
care agencies has come up. 

There is a feeling that when doctors own agencies, they 
tend to make referrals to those agencies which they own, 
therefore, creating a conflict-of-interest situation. 

What is your response to that ~ 
Dr. LEONE. My response is direct: I am an orthopedic sur

geon. I refer my patients to the Hollywood Home Health 
Agency unless there is a geographic problem. 

I do this because my patients need good physiotherapy 
and rehabilitation, and this is my forte. 

My physiotherapist is a registered physiotherapist, is ex
?ellent in his field. These are my patients who need this serv
Ice. 

Rather than keeping them in the hospital at $200 a day, I 
can let Hollywood Home Health Agency refer them there, 
because I discuss with my therapist. 

So, what you are asking me and referring to agencies, yes, 
I refer them to my agency, as I would eat in the same restau
rant that I own if I know what I am doing is good. 

Senator CHILl!]S. Well, when you eat in a restaurant that 
you own, you are using taxpayers' dolJars. 

Dr. LEONE. The reason for it, as I told you, I know what my 
agency can do and my therapy department can do for my 
patients. I 

Senator CHILES. Is there a potential for conflict? 
Dr. LEONE. Yes, I can see a potential conflict. I can see a 

conflict. 
Senator CHILES. If we are going to allow it to happen, if we 

are going to allow doctors to involve themselves how do we 
protect the public and how do we convince the public that 
there is no conflict? 

What kind of guidelines or code do you need if you are go
ing to allow it to happen? 

You know, it was not sufficient that Caesar's wife was 
chaste; she had to appear to be chaste. 

(,55) 
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Dr. LEONE. 1Vell, I am prejudiced by saying I have faith 
in the doctor who refers to the agency he is "owning." 

Senator CHILES. But I have got to protect the taxpayers. 
That is the job I am supposed to handle. 

Dr. LEONE. I would like to say that the agency is doing the 
job and doing it the way it should be done, and then I would 
see n? reason why that doct?r, if he owns the agency-I do 
not hke the word "ownershIp," because I own nothing but 
notes in a bank that I have to pay. 

Senator CHILES. If we were dealing, you know, in a private 
arm's-length issue where people are paying for these serv
ices, and where there is competition and all, then I would not 
see particularly the problem, maybe. 

But now, we are dealing with taxpayers' funds, and we 
are dealing with the potential of a doctor-you are taking 
$14,000 a year out, but we have people that are taking, you 
know, much, much more than that. 

Dr. LEONE. I believe I should take more for the time I put 
in, too, but it is not there. 

Senator CHILES. Maybe you are going to start doing it. 
Did you get yourself enough coordinators around? 

[Laughter.] 
Dr. LEONE. No, no, Senator. 
I practice in the same area that this agency of I-Iollywood 

practices, on the same floor of the building. 
l\£y income, my livelihood has been orthopedic surgery. I am 

not going, for $15,000 a year, to jeopardize my $85,000-01'
better salary as an orthopedic surgeon. 

Senator CHILES. Doctor, I want you to understand I am 
not trying to cast aspersions on·you -pe.rsonally 011' how you '. 
conduct your business or what your own ethics are. 

I am only here looking at a problem and trying to determine 
which controls and guidelines need to be placed on that; and, 
if so, what kind of guidelines. 

Is there a potential for conflict? If the potential is there, 
how do you cover it and that is the reason for me asking you 
these questions. 

Dr. LEON'E. I honestly do not see a conflict or problem de
veloping in a situation where a doctor refers his patients to 
an agency that he has input. 

I cannot see a problem there; I really cannot. 
If he was overutilizing it, just for the sake of sending a 

patient to the agency, then you are talking about a patient who 
does not need any agency; you are talking about a patient 
who has no need for it. 

Then, yes, there is a conflict. 
Senator CHILES. "Then you tell me you are an orthopedic 

surgeon, I know you are probably paying so much money in 
taxes, and you do not want to spend much more money; but 
every doctor does not exactly fit into that field and would not 
necessarily be an orthopedic surgeon. 
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I happen to differ from you: I do see a pote,ntial for con
flict'and I see a pote1,1tl.al, a strong pot~ntull for the loss of 
public credibility fer a program wherem you have n doct?r 
also sort of a proprietor 01" the owner of th~ pro~l'Um" and m 
a position 'where he can ben,efit frOl,n refelTm~ Ius p~tIents, 

Dr. LEONE. I would be satIsfied WIth your explan~tlOn, b,ut I 
am prejudiced because I can only see it frol~l my pomt o~ Vle\v. 

Senator CIIII~ES. Thank you very much for your testll110ny, 
Doctor. 

", 



THE PROPRIETARY AGENCIES 

Because the implementation of Florida's new licensure law will 
make proprietary agencies eligible to receive payments for medicare 
patients, the subcommittee in each of its hearings invited representa
tives from the proprietary agencies in Florida so that a view of their 
operation and expectations could be ascertained. 

There are approximately 45 proprietary agencies in Florida. Home
makers Upjohn with 18 offices is by far t~1e State's largest corporate 
concern. 

Mr. ",Villiam E. :M:adsen testified on behalf of Homemakers Upjohn 
in the Tampa hearings. Tn presenting the case for proprietary agen
cies, Madsen stated: 

I think the prime consideration is our availability of serv
ice, quality of service and cost of service. I think that service 
should be bought on a bid basis. If somebody can do it better 
and less expensive and more economically than Homemakers
Upjohn, they should do it. 

Senator CHILES. You arc talking about competition and 
putting the element of competition into it? 

:M:r. :M:ADSEN. Yes, sir, and I have been driving Chevrolets 
since 1949, and I like Chevrolets. I like General :M:otors 
products. 

Senator CHrr~Es. How many agencies does Homemakers
Upjohn have in Florida, and would this increase with the ap
plication of the new la w ~ 

~{r. ~{AnsEN. 1Ve have 18 agencies located throughout the 
State o.f Florida. 

If they did increase it would not-they would not increase 
appreciably. Specifically by appreciably I doubt there would 
be any more than two or three. 

Senator CrllLEs. ",Vhat about your charges? 
~{r. ~fADSEN. ",Vhat do ~70U want to know about them, sir? 
Senator CHILES. Would they increase? 
Mr. ~{ADSEN. No, sir. I don't see why they would, sir. 
Senator CHILES. What are your charges for a nurse's visit 

now? 
:M:r. ~{ADSEN. V\Te charge by the hour. ",Ve charge approxi

mately $6.95 an hour for an R.N., $4.95 for an L.P.N., $3.95 
for a nurse aide per hour. 

Senator CHILES. How about a physical therapist? 
Mr. MADSEN. In the State of Florida we are not currently 

using physical therapists. vVe will in the future. I anticipate 
we will. 

Durinq: the hearings in Miami, Ms. Diane Feinzig of Dade County 
Home Health Services, Inc. testified be.fore the subcommittee along 
with Mr. John Smith of Medical Services Personnel Pool. 

(58) 
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Ms. Feinzig commented on total services provided by her agency 
and salaries of their personnel thusly: 

I .w~>uld like to p<;>int out that our company does not require 
a mmImum of serVlCe. We provide service to any patient for 
a. total of from 1 hour to a maximum of 24 hours day and 
mght, per week or for an indefinite period of time. ' 

The salary levels of our personnel ranges from $2.50 pel' 
hour for a homemaker-nurse's aide, to $4.75 for a L.P.N. and 
$5.90 for an R.N. 

Our charges for these comparable services to e·.·.;· :!ldividual 
would be $4 for the homemaker 01' nurse~s aide, $7.60 for the 
~.P.N., and $9.50 for t~le R.N., which is a legitimate mark-up 
m order to run a proprIetary. 

. Senator Cr-IILES. Do you charge transportation fees? 
~fs. FEINZIG. No, they deliver themselves. 
The insurance companies, I heard it mentioned under 

major medical will pay 80 percent if people have that'kind of 
coverage,. but only for an L.P.N. or an R.N., but nothing for a 
nurse's aIde . 

. Y ou . have asked if I have any suggestions. ",VeIl, I will 
S~IP tIllS pa.rt because I.know you are in a hurry but I would 
hke to go mto somethmg that to me is very important a 
~eth?do]ogy of correcting some of the problems I have b~en 
hstenmg to all day. 

I have always been a great believer in purchase of service 
as opposed to bureaucratic spending. . 

On January 5, 1976, the Federal Medicare and Medicaid 
Guid~ No .. 168, page 2, states that, "Nonprofit home health 
agenCIes w~ll be allowed to .n~ake arrangements with proprie
tary agenCIes for th~ prOVISIOn of suc~ ser.vi~~s as. physical, . 

. speech, and occupatIOnal therapy, SOCIal serVICes or home 
health aides." , 

",Vith this. in. mind, I have approached most of the non
profit agenCIes .m Dade 90unty 'yith a third-party contract, 
and ~our agenCIes have SIgned tlus contract with Home Care 
ServIces; but to d~te, I have had very little response. 
~he contr~ct pl'lC~ for a home health aide is $4 an hour. 

I~ IS my belIef that lllstead of having 30 or 40 home health 
aIdes on staff on a 40-h<;>ur week, when they perhaps work 
only 4 to 6 hours a day, It would be more economical to pay 
only for the hours worked. 

Hmy can .the nonprofit justify a charge of $15 per hour 
for tIns serVIce when they.only pay $4? . 
~hould a thi!,d-party contract between nonprofit and pro

prIetary agenCIes be made mandatory to best utilize existing 
personnel? 

You have heard 3: lot about existing personnel. The amount 
of office ~pace reqUIred for a home health agency operating 
under thIrd-party contract would be cut in half. 

The need for rental space at· $1,200 to $1,500 a month is 
totally unnecessary .. 

74-599 0 - 76 - 5 
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There is an abundance of qualified home h('alth aides, reg
istered nurses and L.P.N.'s registered with proprietary agen
cies to fully utilize this arrangement. 

~Ir. John Smith of the l\ledical Service pool testified on the visits 
that his agency was concerned with. 

~Ir. Sl\Irl'u. 'Ve have been in business' since 1966, and we 
presently have 100 nursing service offices throughout the 
country. 

'Ye have 12 in the State of Florida, and we do not pres
ently participate as a certified medicaid provider in Florida. 

Now, with the passage of the Florida I.Jicensing Law, we 
wHl welcome licensing and maybe we will become medicare
certified in some of onr offices, but we do not intend to leap 
into the prog'rum T\vith both feet at this time. 

In 1975, we employed approximately 5,000 people in the 
State of Florida and provided approximately 11/2 million 
hours of patient care. 

Since the private patient pays out of pocket for our serv
ices, we truly must have reasonable costs or we would lose 
our clientele. 

For example) in one of our large offices in Fort Lauderdale, 
our administrator is paid $21,000 a year. Our director of 
nursing is paid $14,000, our bookkeeper is paid $8,000, and 
we developed what '\Ye feel is to be a. very effective manual, 
bookkeeping and billing s'Ystem to avoid the additional ex
penses of computerization. 

Senator CUILES. \Vhat are your charges for a nurse's visit, 
R.N.? 

1\11'. SMITH. For a registered nurse the cha.rge is $7.95. 
Senator CHILES. Is that a minimum? 
1\11'. Sl\IITH. In many cases, lye anticipate a 4-hour visit, 

but we are very flexible. 
'Ve do bend a little. 
Senator CHILES. Do you anticipate or do you require a 4-

hour minimum? 
1\11'. SMITH. Normally, we look in terms of a requirement 

of normal would be a 4-hour visit. 
You see, we are dealing with a private client and actually, 

these people are interested in long term visits, even around
the-clock care; so that for the most part, our visits, of course, 
do average longer than medicare provides. 

Our charge for a licensed practica1 nurse is $6.45 an hour. 
Our total office staff consists of 10 employees. In 1975 we 

emp10yed 847 nurses and home health aides. 
Now, you might ask about the service charges, whether our 

services include the same eomponents of care that typical 
home health agencies might include. 

I wish to assure you, Senator, and the committee that our 
services at least equal typical home health aide services being 
furnished in the community. 

Our services include supervisory visits to our private pa
tients. 'Ve perform written patient care audits. We have writ-
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ten employee evahmti<?ns an4 we keep a full scope of current 
records wherever that IS reqUlred. . . 

Senator CUILES. 'Ve thank you very much and we WIll In

corporate your statement in full in the record. 
The testimony given by the proprietary home health agencies would 

sug<Yest that the "for-pay" agencies at this time are operating on a far 
lessoexpel1sive basis than are the so-calle~ nonprofit l~ome health agen
cies. However to suggest that the propnetary agencIes w0"!lld. not put 
their companies on a parity with other home health agencIes In terms 
of cost and sa1aries is to virtually ignore human nature .. 

Still, the suppositio~ that hi~her 'pri~es ~nd salarIes wouf~ nat
urally evolve with medIcare certIficatlon IS stIll only a SupposItIon. 

Re'O'1.l1ations and hwislatioll must be adequately enforced or any 
newly certified agencyOwill be left to dE':vise its own .salaries, costs and 
mode of operation. That includes proprletary agenCIes. . ' 

James Rutherford, in his testimony hefo,re the ~ubcomm~tt~e. III 
Tampa, raised the pr?spect of a large. propl'letary c0n:tpany. lImItn,lg 
competition and creat.lllg a monopoly III the health delIvery mdustry. 



GENERAL FINDINGS AND RECOl\fMENDATIONS 

The subcommittee found that the additional action which should 
be taken included the following provisions either to be instituted 
through proper legislation or guidelines from the Bureau of Health 
Insurance: 

(1) That there should be adequate formal-education-training 
for full-time administrators in the health care agencies. That educa
tion should be in one of the health fields with experience in adminis
tration of a health facility. Many of the agency administrators inter
viewed in hearings and through the investigation had backgrounds 
in totally unrelated fields to that of health care service. 

(2) That the membership of the governing body or the advisory 
committee of a home health agency be comprised of legal residents 
within the geographical area served by the home health agency. This 
action would eliminate administrative expenses such as transporta
tion and lodging which are now charged to medicare. 

The number of high-salaried administrators must be limited. One 
agency in the survey by the subcommittee defined nine persons in an 
agency of less than 100 as top administrative personnel. 

Medical directors who can be classified as "in-house" should be re
stricted in the percent of the total clients that he can refer to "his~' 
agency. No more than 25 percent would be reasonable. 

(3) Special investigation by the fraud and abuse section-should 
include careful scrutiny to identify those agencies which: 

(1) Knowingly provide services to patients nOL truly "home
bound," which also add services to those initially requested by 
the patient's doctors, and permit personnel to do those things not 
included in needed services. 

(2) Solicit discQunts and kickbacks. 
(3) Arbitrarily add "administrative markups" to bills for 

goods purchased by them or services nerformed for them. 
Agencies that are identified as conducting these abusive practices 

should be penalized either by immediate nonacceptance of claims or 
by placement in a probationary status for a stipulated time period 
which could result in a "nonacceptance" status. lYhere actual attempts 
at fraud is obvious the administrator should be quickly prosecuted. 

The subcommittee thoroughly investigated the situation and found 
that the inter-relationship of durable medical equipment suppliers 
and home health agencies often led to abusive practices. . 

Acceptable legislation should result in the following results: 
(4) 100 percent reimbursement for durable medical equipment under 

part B either to the patient or to the dealer accepting assignment when 
the patient's request and aut·horizes the need for ·the equipment and 
is entitled to and receiving home health care from a licensed agency. 
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(5) T~le rol~ of a home health agency should be strictly defined in 
the hospItal clIs.charged p,rocess. An ag~ncy, either public or private, 
shou,Id be c1e~mtely r~strlCted from dOll1g the actual discharging of 
medIcare p~tIents but ll1stead should be available for service if called 
by the hospItal. 
, (?) In the area of contracted service personnel, contracts should be 

h.l,l1lted to tl~ose personnel provi,ding skiUe.cl services dealing directly 
"'Ht~ the pabe~lt, such as a physIcal therapIst or speech therapist. 

~ () Francluse fees sho,ul,d not, be viewed ~s reimbursable by medi
cale but rather as an adnllmst,rahve,exp~n~e.ulCul'l'ec~ by the agency. 

(8) :rotal office expenses ll1c1udll1g Huhal furmshm O'S rent and 
space SIze should have the same JimitinO' criteria inclndin~' ~eoO'raphi
cal considerations as previ-;msly statedbfor clIarges, salari~s~ etcetera. 

Further lnxury automobIles and sports cars should be prohibited for 
a~ency, rent~l and ~lse to be billed to medicare. Documental cases of 
abuse~ 111 tlus area mclude~ rental of Corvettes and other sports cars 
by prIvate, nonprofit agencIes. 

(9) Any financial relationships between durable medical equipment 
dealers and home health agencies, should be entirely forbidden. 

,(?O) The dea}er should be req~nred to pres~nt the option of purchase 
01 ~~ntal of eqmpment to the, patIent. The optIon agreed to should be in 
wrItIng and properly submItted to the intermediary for reimburse
ment. 

~ 11) Cas~s w l~ere the period of use win exceed the present retail 
prIce, sale of the Item should be encouraged and the offer of sale should 
be properly documented. 

(12) Certain items should never be sold. 
. These items should require documentation in writing of reasonable 

folloWI!P procedures on a regular basis for the established rental fee 
or reqllll'e emergency backup at all times. ' 

Dllmble nw(lical equipment to be 1'ented only 

Dialysis equipment 
Flowmeters 
l!'lliidic breathing assistors 
Humidifiers (oxygen) 
Infusion pumps 
IPPB machines 
Iron lungs 
Xebulizers 

Oxygen humidifiers 
Demurrage on oxygen tanks 
Oxygen regulators (medical) 
Oxygen ten ts 
Oxygen walker systems 
Respirators 
Suction equipment 

-Durable medical equipment to be 80ld only 
nVhen need is for more than 1 month) 

Bed pans (autoclavable hospital type) 
Canes 
Commodes 
Crutches 
l!'ace masks and cann ulas (oxygen) 
Gel flotation pads for wheelchairs 
Heating pads 
Heat lamps 
Masks (oxygen) 

Oxygen 
Postural drainage bonrds 
Quad canes 
8itz baths 
1'raction equipment 
T!rinals (autorla vable hospital (ype) 
laporizers 
Walkers 
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Durable medical equipment to be sold or rented 

Alternating pressure pads and 
mattresses 

Bed side rails 
Gel flotation mattresses 
Hospital bed;;, 
Pneumatic applianc-es 
Pneumatic comprpssor (l.ymphedema 

pump) 
Lymphedema pumps (nonsegmental 

therapy type) 

Mattress, with hospital bed only 
Patient lifts 
Hollabout chairs 
Trapeze bars 
'Vater and pressure pads and 

mattresses 
Wheelchairs 

Further the subcommitee found that in instances. \~'here .sa~es are 
made, tho~e sales should carry restrictions an4 conch~lOlls SImIlar to 
those previously listed. Sales should be made as follo:vs . 11' t 

(1) Dealers should be required to offer to the patIent to se 01 ren . 
(2) Intermediaries should be ~'equired to notify dealers the allow-

able sales price on all items of eqmp!nent. . . 1 tl 
(3) Lumpsum payments by the llltepnech~ry shodd be mac e to l~ 

dealer or to the beneficiary at the trme ~f sale: al~d tl~at paymen . 
should not be subject to tlle annual deductIble 01 comSUlance. t tl 

(4) The )atient should be allowed to l~se an amount up ,0 Ie 
prevailing l~rice dis?losed by the inter!llechary toward the pUlchase 
of any quality of eqUIpment that the patIen~ wants. 1 1 . . $17~ 

Example i-The medicare al10wable prIce for a w.hef \lUr IS Dei 
The patient could use $50 of this and buy and pay III u or a use 

ch~~~m )le 9-The patient could apply this $175 toward the pl~rchas~ 
of a ne} $350 wheelchair and pay the difference to the dealer hllflselr-

(5) TIle deal~r should be required to document the o~er 0 sa e 
and the transactIon. . . 1 I 11 b the 

(6) The deterl!lination of th~ ,valIdIty of the sa e s IOU c e 
patient or the patIent's own phYSICIan. . ' . 1 11 

(7) Provis.ion should be made for repaIrs on Items preVIOUS y SO ( 
through medIcare. 

i 
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FINDINGS AND CONCLUSIONS 

FINDING NO. 1 

As evidenced by the committee's report and testimony heard by the 
subcommittee, the subcommittee submits that there is a decided ab
sence of heard, specific guidelines and instructions from the Bureau 
of Health Insurance (Social Security Administration). 

The fact that many agencies seized the opportunity caused by the 
absence of specific guidelines to raise salaries to unreasonable levels 
was totally indefensible. 

The private nonprofit administrators set salary levels for themselves 
and other supervisory personnel at those high levels because they (the 
administrators) could not show the funds received as "profit." 
Oonclusion 

The Bureau of Health Insurance (SAA) should develop guidelines 
which would limit or place a "cap" on the charges that the Home 

, Health Agency can impose for skilled nursing care, home health aide 
Yisits, as well as those for physical therapist, speech therapist, et cetera. 
Limits which should be placed on the salary for administrators of 
private, nonprofit home health agencies could be based on the compari
son of the executive directors of visiting nurses associations or the 
administrators of 50-beel hospitals. 

Unquestionably, the salary of administrators and top personnel 
shoul~l completely divorced from the gross revenue that the agency 
takes m. 
Ohange8 in p'resent system 

This change would not demand changes in legislation but would 
demand guidelines from the Bureau of Health Insurance (SSA). 

FINDING NO.2 

Gross irregularities in administrative procedures were alleged by 
home health care personnel. Backdating a.nd alterations of records by 
home health l)erSonnel with the primary purpose of defrauding tIle 
U.S. Government, were claimed to be fairly common occurrences. Gen
eral administrative coverups included the forging of client records, 
claims reing billed for visits never made, diagnosis being' made by 
unqualified persons, nurses aides and general office staff-general 
abuses of car allowances and gas allotment. 
o onclu.sion 

The heed for aggressive monitoring of the administrative claims 
by the Bureau of Health Insurance is paramount. The prevailing feel
ing among many private nonprofit home health agencies was that any 
cost could be charged because the present monitoring system would 
not pick up the irregularities that occur. 
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Ohanges in tlw present system 
An enlargem~nt in the fraud and abuse section of the Bureau of 

Health Insur:ance so that investigators could closely monitor alleged 
abuses. The system for checking and auditing records should not in
volve 3 weeks to a month 1?riol' notice. Auditing should be done on 
short notice so that tampermg with official records could not be ade
quately accomplished. 

FINDING NO.3 

Pension plans for the employees of private nonpr:lfit home health 
agencies are not designed to conform to any specific guidelines and 
limitations. 
Oonolusion 

Pension. plans should have ceilings imposed to assure that conditions 
the subcommittee learned about are not continued nor repeated. The 
subcommittee feels that an 8 percent limit would be more than suffi
cient but would defer the Bureau of Health Insurance guidelines on 
the matber. 
Ohange in the system 

No guidelines on pension plans presently exist. The Bureau of 
Health Insurance should develop those guidelines and submit recom
mendations for legislation. 

FINDING NO. 4 

P-r:ivate nonprofit agencies do not have to establish financial stability 
on ')!L'der to start soliciting clients and go into business. Franchise 
fees, initial ocnsulating fees, should not be reimbursable items from 
medicare. 
o o'J'wlusion 

I~ither a proper bonding procedure should be established or a pri
vate, nonprofit home health agency should have to document the exis
tence of substantial permanent capital to cover possible overpayment 
to the agency. 
Ohange in tlw present system 

The basic change in the reimbursable system to aC~0mmodate the 
above conclusion must be achieved by statute. 

FINDING NO. 5 

Under present legislation a private, nonprofit home health agency 
generally excludes all patients except medicare eligibles. 

Currently, all administrative expenses are charged to medicare. The 
committee found that some of the exepnses HUed to medicare were 
very dubious. 
Oonclusion 

By statute, a requirement 'that at least 25 percent of the patients 
of a provider be other than medicare eligibles in orde"r for certifica
tion to be granted. Justification for such legislation can be found in 
the statutory requirement relating to the formation and operation 

.. 
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of health maintenance organizations-50 percent of the participants 
in an HMD must be under the age of 65. 
Ohanges in the present system 

The signifi.cant change in the system to conform to the above con
clusion must be by statute. 

FINDING NO. 6 

The subcommittee found that durable medical equipment suppliers 
and some private nonprofit home health agencies have entered into 
agreements to circumvent the law, particularly in providing for an 
administrative markup on items sold by the suppliers on referral by 
the agencies. 
Oonolusion 

The actual cost for items should be documented by having a copy 
of such items attached to claims submitted. 
Ohan,qe in the present system 

Guidelines could be estu,blished by the Bureau of Health Insurance, 
or appropriate legislation. 

FINDING NO. 7 

The subcommittee found that many items were rented to patients 
at a total cost for in excess of the total cost of the item in many cases. 
This abuse has been documented through appropriate records in the 
SSA as well as interviews with suppliers and clients. 
Oonclusion 

Provisions should be made for the lump sum reimbursement for the 
purchase of durable medical equipment where long-term need has 
been clearly documented by the attending physician. 
Ohanges in the present syste'ln 

By the appropriate statute. 

FINDING NO.8 
, 

The subcommittee found proliferation of private, nonprofit home 
health agencies to be a definite problem. 

The tremendous growth of this type of a:gency-private, non
profit-with little or no controls attached to their certification re
quirement doubtlessly led to some of the abusive practices that 
occurred. 
Oonolusion 

A certificate of need provision must be included in the requirement 
for certification by the private, nonprofit home health agencies. 
Ohange in the system 

By statute, the certifi.cate of need should be required on a national 
basis. 

FINDING NO. 9 

The subcommittee found that normal investig-ative procedures for 
the fraud and abuse section of the Bureau of Health Insurance depend 
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solely upon responding to a complaint. The section does not, it seems, 
allow investigators to act or~ their own initiative. 

Oonclusion 
The fraud and abuse section does not presently have the manpower 

capability to properly investigate instances' of alleged abuses and 
illegalities that have been reported in the home health care field. 

Ohange in the system 
By guidelines from the Social Security Administration or appro

priate legislation. 
FINDING NO. 10 

The subcommittee found that many problems existed in determining 
which services were truly needed that were being administered to 
clients uncler the guise of needed services. Many agencies overpre
scribed services and had no accountability to the State after certifica
tion. 
o onaluswns 

In order to help restore public credibility in the area of home health 
care, private nonprofit home health agencies must be required to: 

Undergo periodic review of a State home health agency advisory 
council, appointed by the Governor, which would also advise the 
public nursing section or any other official health agency in matters 
relating to regulations, standards of care, policies $overning services, 
and expansion of home health care programs in the ;::;tate. . 

The Council would be composed of a licensed physician, a registered 
nurse, a physical therapist, a speech pathologist, a medical social 
worker, an occupational therapist and three citizens interested in the 
development of home health care programs. Such a council will pro
vide representation from the various disciplines rendering service 
who have expertise in these areas and are knowledgable about stand
ards of care and operational procedures for their professions. 

Agencies should also organize their board of directors to conform 
to having at least seven members, no more than two of which are 
relatives. 

FIN.A.L RECOl\UIEND.A. TIONS 

Additional recommendations that the subcommittee found include 
the following: 

(1) The administrative records of an agency that does not deal with 
the individual patient should be open to public inspection, such as 
administrative salary levels, charges for visits, amount paid the agency 
by the intermediary, etc. -

(2) The utilization review program performed by the intermedi
ary be expanded to conduct, not only on site inspections but a com-

o plete followup concerning assurances from the patient's doctor as well 
as a comprehensive number of pati~nts that the services rendered were 
both needed and reQuested by the patient's doctor. 

(3) The large body of regulations and guidelines that are estab
lished, and will be established, be made available to every agency 
licensed by the State so that the limitations placed on cost can be 
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. uniformly applicable. Agencies can only adhere to "reasonable" cost 
when they (the agency) know what "reasonable cost" are. . 

(4) Hental arrangement~ between doctors and labo~atorles or doc
tors and home health 3,rrenCIes or doctors and pharmacIes or any other 
above combination sh~lld be carefully reviewed by the Burea.u 9£ 
Health Insurance ,yith the stated power of the Bureau to termlllate 
such agreements when medicare payments are in any way involve~. 

(5) That any form of compe!,sation in. t~l'ms of rew~r~s, prIzes, 
gifts, and so forth shall be conSIdered a kIckback whet?- ~t lllvolves a 
medical supplier and/or a home health agency recelvlllg Federal 
funds for medical care. 

> ... ,. 
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/ ADDITIONAL VIEWS OF SENATOR LA1VTON CHILES 

The image of a nonprofit home health care agency has historically 
been that based on the actions of organi7.ations such as the Visiting 
Nurses Association. Characteristically, the public nonprofit organiza
tions like the VN A and the County N nrses Association have operated 
on the principle thesis of providing services to the poor and the elderly 
at minimal cost to community and the taxpayer. 

-The supreme dedication of many of these public spirited and highly 
motivated persons has led to not only a high level of care for many 
patients, but also a firm appreciation for the \yorth of these agencies 
to the communities in which they serve. 

From all the evidence presented by the subcommittee, I have been 
extremely impressed with the quality of services provided by the pub
lic, nonprofit organizations and even l11(\re impres"erl 'with the sin
cerity of effort put forth by the public nonprofit agencies. The 
subcommittee investigators held hours of intervie'ws with clients and 
other personnel involved in home health care and generally conceded 
that those nersons who staffed and maintained the public agencies were 
of high caliber and expertise. 

Although I was not in the Congress during the enactment of the 
original medicare bill, I am assured that Congress had the image of 
public agencies involved when they wrote the provision for the private, 
nonprofit agencies. 

During the almost year-long investigation of home health agen
cies, the continuing story of gross irregularities and administrative 
coverups by agency administrators was repeated over and over again. 
1Ve heard evidence of records were forged~ claims were billed for visits 
never made, personnel wrote in diagnosis for patients before they were 
seen and reports prepared for doctors who merely sj gned sheets de
piciting' actions never, in eifect, taken. 

Medicare officials were billed for some expenses that defy explana
tiono-such as the Christmas party by Unicare, Inc. of :Miami. While 
the total expenses of some $4,000 was not a tremendous amount it 
represents the idea that as long as medicare pays, it doesn't matter 
what the expense is billed for. 

The entire question of the interrelationships of persons involved in 
home health age~cies must be clearly defined. Doctors who own home 
health care agencIes must allow for complete disclosure of that owner
ship and the patient and medicare officials must take special note of 
that ownership. :Monitoring procedures by the intermediary must be 
particularly stringent for these agencies. Because of the abuse in over
utilization and referrals by doctors themselves, :n:tedical firms, 
hospitals and/or nursing homes should be restricted to involvement 
in only one area of patient care which is reimbursed by the medicare 
program or National Health Insurance Act. 
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The subcommittee investigated the entire scope of involvement and 
interrelationships of medical supply companies of medical supply com
panies and home health agencies. The abuses concerned with central 
billing procedures, signed and/or vocal agreements to actually circum
vent the law by forgiving the 20 percent co-insurance and annual 
deductible were widespread and accepted practices. Any medical sup
ply company that blanketly forgives the deductible or co-insurance to 
a specific category of patient or agency should be considered guilty of 
an abuse of the act and subject to the penalties provided by the act. 
Intermediaries should be carefully instructed to insure against incor
rect payments to chain medical supply companies using central office 
billing procedures. 

The subcommittee lends its support to a certificate of need require
ment as develop'ed by the Florida Department of Health and Rehabili
tative Services. 

Medicare officials must begin to establish some limits on salaries, 
pension plans, and charges that are uniform and reasonable. The 
Bureau's current policy is much too lenient and leaves too much to 
agencies to decide . 

The practice of comparing private, nonprofit agencies to one another 
is not practical. First of all, it establishes a false charge and salary 
rate. Normal competition practices do not apply because the private 
nonprofit agencies do not have to justify costs to the customer but 
rather to the Government which is not the customer but is the payee. 
So as long as agencies are allowed to set their own rates, those rates 
will be excessive. 

It is the imperative that the governmental agency responsible for 
correct monitoring be alIo'wed to establish proper rates for charges and 
salaries. 

The private, nonprofits, or so-called 100 percenters, have absolutely 
nothing to lose by going into business at total government expense. The 
c~rrent system of cost reimbursement provides no incentive for effi
Clency. In order to establish some type of financial security, a bonding 
proce~s must be established. In the present situation, private nonprofit 
agenCIes may manipulate charges and submit cost estimates that are 
far out of the realm of reasonableness and secure funds under the 
interim paymen~s that. Ca!l be used by them for any purpose. The repay
ment of those funds IS mterest-free and comes from a deduction of 
their medicare account. This entire process can lead to definite abuses, 
The beneficiaries receiving the services have no iden as to the amounts 
r~i~bursed since notices to the beneficiaries list only the number of 
VISI.ts and no amount of reimbursement per visit. Therefore, the ben
efiCIary does not act as a dam per on overutilization. 

The obviously profit-motivation of the so-called nonprofit agencies 
has been more than substantiated in testimony and other inquiries 
I1?-ade before the Subcommittee on Federal Spending Practices, Effi
CIency, and Open Government. I am now more convinced than ever, 
that real reform has to be pr?perly instituted jf the program is to be 
saved for those persons most 1ll need-the elderly-by those most con-
cerned-the taxpayers. . 

.Sl?ecific g-uidelines and regulations along with legislation may not 
ehmmate all of the problems we face with the administration of this 
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program. Howeyer, I ,feel that pu~lic supp~r~ and cre1ibility can be 
restored if pubh~ officIals and medIcare admIll~stra~ors Implement the 
desired changes III the program recommended III thIS report. 

Further I want to reiterate my support for quality health care for 
the elderly through the medicare program. Such care is vital to the 
well-being of many of the elderly in ~he sta~e of Flori~a and across ~he 
nation. The very fact that this care IS so VItal makes It even more Im-
portant that it becomes as fraud-free as possible. . 

The subcommittee is indebted to those persons whose primar~ m
terest goes beyond job security and cooperated with subcommIttee 
investigators on this inquiry. 

If the projection for medicare as a program is to be a healthy one, 
then abuses and illegalities have no place in this prognosis. 

LAWTON CHILES. 
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SUPPLEMENTAL VIEWS OF CONGRESS:MAN 
CLAUDE PEPPER 

, [T,ake~ from testimony given before the Subcommittee on May 5, 
m MIamI, Fla. ] 

My subcommittee has held joint hearings with Senator :Moss' Sub
committee on He'aIth in the Senate, and lam particul,arly honored on 
behalf of my subcommittee to meet in joint sessions with you. 

About 19 percent of the population of Dade Oounty consists of 
people over 62 years of age. 

One ?f pur-, The House Committee on Aging-points of principal 
emphasIs IS thIS matter of home care for the elderly, the support of a 
comprehensive plan that will provide all necessary services in the 
homes of the elderly ,a voiding the necessity and in many instances if 
!lOt most, o,f those people havmg to go into a hospital or having to go 
mto a nursmg home. 

vVithout intending in any way to disparage the quality and the 
character of nursing homes, in general, my beloved mother many times 
said to me in her late years, "Son, don't ever let them put me in one 
of those nursing homes." 

What she meant was, she was accustomed to her own bed, her own 
room, he,r own home, her own neig-hbors, her own neighborhood, her 
own envIronment, and to have to be uprooted from those accustomed 
environmental associations 'and 'Put into the necessary discipline of a 
strange institution, with strange people at a very much advanced ,age, 
iF; obviously a great shock to the individuals in ,that category. 

As has been said, our own committee has confirmed exactly what 
your hearings have confirmed, tha,t in the long run, .it would be cheaper 
in all probability for the Government to provide home care for the 
elderly rather ,than to have them to have to go to hospitals or nursing 
homes where they have to be cared for at great expense. 

So, our committee joins you and will join you in every way we can 
in the promoting of legisla,tion ,v'hich you offer to implement the hear
iJurs 'and the recommendations of your committee. 
~7ben we mean home care, we do not exclusively refer to home health 

care, although that is primarily the concern of olu' committees in these 
inquiries, but I think it should include home services that will provide 
companionship, primarily somebody to provide a meal if necessary, to 
clean up the house, to render either practical nursing as well as regis
tered nursing; care, and .the other...services that are necessary for the 
care of people in their respective homes. 

So, it is very unfortunate, as lam sure you are going to emphasize 
here, Senator, that circumst~nces for tod!ay's inquiry result from some 
unfortunate practices which have be.gun to emerge in providing c ~ 
services in the very important home health field. 
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I know that you, as well as all ,of us are interested and active in 
nurturing this mther infant field of medical and other services to many 
of our people in need. 

,Ve want to see these unscrupulous practices corrected and ended at 
once. 

n was shocking for me to discover, as yon have discovered, that 
some of those private agencies providing home health care services 
may have improperly collected $1 out of every $2 paid to them by 
medic-are for reimbursement last year. 

It was equally shocking for me to discover through the news media 
that these overpayments in some cases went toward extremely high 
executive salaries and other benefits not consistent with the aims and 
goals of proper home health care programs. 

The spotlight of publicity focused on your earlier hearing in Tampa 
and this one today in :Miami will, I am sure, serve to erase these abuses 
in a very short time. 

My own subcommittee on health and long-term care '\-vill bake note 
of your findings and assist in every way in the House of Representa
tives ,to see to it that corrective :action is taken legislatively to protect 
those in need of home 'health care services from the abuses which are 
coming to light. 

Organized home health care is 'a young industry-if we should call 
it that--even if the concept dates back to the beginning of man. 

Home health care agencies began to flourish and grow from 1967, 
the year tha1t medicare and medicaid became operative and, as with 
any new concept, it has suffered growing pains. 

Unscrupulous people now threaten to set back the noble goals that 
responsible committees in the House and Senate are .trying to a,chieve. 

As you know, my subcommittee recently introduced a package of 
12 bills in the House to implement the recommendations of our sub
committee's recent report entitled, "New Prospectives in Health Care 
for Older Americans." 

,Ve will look forward to the findings from the Senate he:arings to 
determine 'areas of safeguards which may be necessa,ry to insulate a 
comprehensive program ag'ainst abuses. 
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VISITING ~URSE ASSOCIATION OF BROWARD COUNTY 

1000 SOUTH FEDERAL HIGHWAY 
FORT LAUDERDALE. FLORIDA 33316 

NURSING OFFICE 
5Z11-1I5111 

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

March 26, 1976 
BUSINESS OFFICE 

15Z5-5081 

Attent,ion Mr. Rqbert Ha:r;ris, Administrative Assistant or lfie S"ubC'.dlrlhf.
Hec 

on Fadfral Sperlt.l"f praC1.ceS. 
Dear Senator Chiles; 

The Visiting Nurse Association Hospital Coordinator, Mrs. Rooney, and 
I were privileged to meet your very fine administrative assistant, 
Mr. Sob Harris, at the Visiting Nurse Association office on 25 February. 
He was introduced by Mr. Kramer, who hilS been interested in trying to 
bring some of the abuses of ~Iedicare into focus so that controls r.an be 
applied. We had a constructive discussion and I was requested to make 
some input into possible legislation which might help. 

A situation has risen which points up very strongly to me the need for , 
Federal controls being strengthened on certification of Home Health 
Agencies. The Visiting Nurse Associations have been trying for over 
three years to get legislation 'requiring a Certificate of Need and 
licensing for home heal til agencies at the state level. Much work was 
done and legislation drawn up toward this end. It contained quality 
control criteria which is badly needed when care is given in the home. 
The legislation was written to start in July 1975, but I now understand 
that it has been called back into committee for further study, leaving 
the way open for more agencies in this area. 

Until June of 1974 there were two agencies serving Sroward County. The 
Visiting Nurse Association of Sroward County established in 1952 to 
serve all citizens of all ages,' under all types of funding and Gold 
Coast Home Health Agency established around 1971 to serve Medicare 
pat1ents only, were adequately serving the County. Since then 10 to 
12 more agencies, serving Medicare reimbursable patients only, have 
been certified. They have met the Medicare requirements for certifi
cation and without a control, such as a Certificate of Need based on 
population needs ins~ead of the $100,000 requirement made of institu
tions, they are presenting many of the problems we face. I would like 
to suggest that with the implementation of Regional Health Systems 
Agencies in April 1976 that such a Certific.ate of Need could be required 
through Federal legis ~ation as part of the certification process. This 
would eliminate the tremendous over concen'tration in urban areas and 
hopefully increase home care in smaller and rural areas where it is so 
badly needed. ,. 

A UNITED WAY AGENCY 
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The lIonorab1e Lawton Chiles Page 2 

The situation which precipitated this letter was a call from Biscayne 
Medical Center stating that through an "administrative decision ll the 
Visiting Nurse Association of Sroward County was to be removed from the 
rotation list with no other explanation. In conversation with some of the 
other home heal th agencies we found that all but three agencies had been 
removed. From what 1 have been able to ascertain, these three agencies 
are ones who serve Medicare patients only and all three arc owned by 
physicians. 1 am not acquainted with the legality of this situation, 
but do feel this is extremely unethical. 8y excluding Visiting Nurse 
Association, they have eliminated the only agency in Broward County who 
accepts Medicare .as well as all other fundings and seemingly have 
restricted their discharge planning to only the Medicare reimbursable 
patient. 

We wrote to the hospital on March 9 and as of yet have not received the 
courtesy of a reply. Gold Coast lIome Health Agency stated that they 
received a reply stating that something had to be done because of the 
great mul tiplicity of agencies. I can well understand their dilemma 
since this hospital, formerly Golden Isles Hospital, serves both Dade 
and Broward co\mties, but I feel that physician ownership of home 
heal th agencies constitutes as much of a conflict of interest as does 
ownership of phannacies or ambulances. 

I am enclosing the letter sent to Biscayne ~tedical Center and three 
policy memoranda from hospitals, including Golden Isles. 

I hope also for your support in defeating the Medicaid Home Heal th Services 
RegUlations. First of all 1 rescnt my l>ledicare dollar being used to support 
a huge profit-making agency, apparently trying to circumvent state l~cen
sing laws and set up two sets of standards. Mostly 1 run concerned WIth 
the lack of quality control this regulation wO.Jld allow. I have been in 
home health care too long and am too familiar with what abuses can occur 
without strict and adequate quality controls. 

1 am sending a copy of this letter to 1'1'. H. Purcell, Program Validations 
Specialist, Bureau of Health Insurance from Atlanta. J understand he is 
heading the group that is currently looking into abuses in this area. 

Thank you for your attention to these matters and we would be pleased 
to have yourself and/or your Administrative Assistant visit with us. 

jcb 
Enclosures 

Very sincerely yours, 

(Mr::; ~ l~:?::n~ 
Executi vc 01 rector 

-,- -.~--~~-- --~ ' . .-------.--------------------
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VISITING NURSE ASSOCIATION OF BROWARD COUNTY 

NURSING OFFICE 
C2tJ-UU51 

1000 SOUTH FEDERAL HIGHWAY 
FORT LAUDERDALE, FLORIDA 33316 

March 9, 1976 

Mr. Byron Arbeit 

BUSINESS OFFICE 
!52!5-!!50at 

Assistant Administrator 
Biscayne Medical Center 
2801 Northeast 209th Street 
Miami, Florida 33180 

Dear Mr. Arbei t: 

This letter is in response to our telephone conversation on 
March 4, 1976, in which you stated that the Visiting Nurse 
Associatllo,.tl of Broward County would be removed from the rotation 
list at Bi~ca)"Ile Medical Center. After speaking briefly to 
you regarding the Structure and philosophy of the V .N.A., you 
sugges!t"d that I writ .. tc the admini~"'r~tion. Hopefully I 
can convince you to put us back on your rotation list! 

J believe that I have worked vcry closely with your Social Service 
Department and have never visited any floor in your hospital to 
see a patient. without first seeing your Social SC'-.ice worker~ and 
being aSKed 1'(\ do so. 

The Visiting Nurse Association of Broward County is a voluntary J 

nonprofit, I..:."ritable organit3tion, PbrtiallY funded by the 
United Way. We are in no way funded y County tax monies. We 
serve all agas and are the only agency in the county who will 
accept all fundings - ~!edica'ie, Medicaid, V.A., Workman's Comp., 
private insuL...nce, and fee for sc)rvice (on a Sliding scale, 
if necessary.) We were chartered in \952 and were the first to 
receive a l>iedicare contract in 1966. Approximately 30\ of our 
patients arc 'Jrivata Wid approximately one half of these are either 
free or on a part pay status. 

OUr rejection rate from Medicare is and has been less than 1\. We 
pTl)vide the same ~ea1th service to the community that any othc~> 
agency provides and 1 feel strongly that we have not over utilized 
Medi.care monies. If Medicare home visits are depleted or if 
Medicare visits must be discontinued because there is no further 
skilled care, we ~ discontinue service if the need is still 
there. 

• A UNITED WAY AGENCY 

--. 
I 
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Itt. Byron Arbei t 
Page 2 

For .any years we wcre the only agency providing cOllllllllnity Health 
Care. servicing the "any H. D.' s and ho.pitals and we hope to 
continue to do so. 

We are asking you to please reconsider ea"inating us from your 
l"O-tation list for Medicare patients, so that we may continue to 
•• rve the cOllllllllDi ty and your hospital. 

We cannot understand why an agency such as ours. who serves all 
peoplo regardless of Tace~ color or creed, or ability to pay J has 
been reQOved from your rotation list. 

Trost that we will hear froa you soon. 

jb 
Enclosure 

Very sincerely yours. 

(Hrs.) Doris Rooney. R. N. 
Public Relations and Hospital Coordinator 

----.,~.----------~----------------------- ,---------------. - ~-~--~--~~~--. 
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Dates JulT 10,1974 

tos 

Subjects 

'Scua Seal. th !gencie l! 

PUricia llel'1ll1ln HASW, Director ot Social workrflt-~'~ 
Pollcy Concerning Home Health Agencies 

An7 indirtdual or repre3entatbe or an agency wst have the permissiex:; or the S.:;.::1&l 
Worker berore vi,,1.ting any patient, ramily, or !lurse's Station in the hospital. All 
eemces are to be co-ord:1nated through the Sociru. '1>rk Department. (In the absenae 
or the 5:>cial ~rker, per.zdssioa will be granted b;r the Director or Nursing). 

]I; is essential that the Social 1«>rk Deparwnt be advised, by the !genc;r when 
receiving" case, or a patient in the hOSpital, £rorl a source other than the 
Workllr. 1h1s will el1Jtl1natll duplication or agencies and services and vUl. promote 
continuit;r ot semc8s to the patii:mt. 

I.n appointiJtent has been mads tor the ~rd1nator ot each ag8!lt:7 to T1Bit the 
liospitaJ. on a particular day and the agenc:r vUl receive the cases available 
Oft that da,.. Et'£or"..a &1'9 being made to ut1l1ze a encies on a rotatin bas1.s~ utU.!!$S 
otherwil!e in ca e , patient, or ph;rsician.orM.mal. service to the 
patient is aleo a "pr1llle consideration in utilizing Ho., Heal.th Agencies. 

'..6S . -- .----
VV1eit1ng Nttrse Association or HrOllllrd Count,. 

Visiting Nurse Association at Dade Count,. 
Unicare HOllIe Health Serv1ees 
Gold Coast So:ne Heal. th Services 
Fl.orida ibM Health Services, Inc. 
Soll;rwood Halle Heal. th Agency, Inc. 
SOII8 Health Service ot the United states, Inc. 
Ronald S. Silvers, Assistant Adndn1etrator, Golden Isles HospUaJ. 
Waa Whitby- R.N., Director at Nursing, Golden Isles Hospita~ . 
OOI,DEN ISLES IllSPI'UL 50~ OOLDE!! ISLES DRIVE HALLAJIl'IALE, FLORIDA 33009 

r 
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MEMOR IAL HOSPITAL 
HoliYwood, Flol"ida 

MEMORANDUM 

TO: Home Health Acencies .' 

SUB J E C T : Home Health Service R efel"rals 

July 26, 1974 

We are finding that the referral system we have been using for home health 
s,,>"vices is not "s e.qui~able or praclical as We huped. The system of assigning 
a.clay for each nur~'ng coordinator to visit the Social Work Department and 
pl~k up on any avaIlable referrals has resulted ill uneven disb-ibution of 
:eferrals, conside.rable disruption for our department and inSufficient time 
lOr casewo"k servIces. Our new referral procedure will begin as of this date. 

After assessment of a patient's situation and needs by one of our social workers 
the determining factorR for home health referrals '.'7ill be: ' 

1) Agency ~lready specified by phYSician 
2) Unique need of patic;nt best met by one agency 
3) Patient receiving home care from an agency prior to admission . 
4) ~ll olher Medicare refer1'als will be made on a rotaling basis to each agency 

10 turn. Each worker will check our Jist before making a referral. 

T~iD will."'''ke it unecessary for an agency to send the Nut'se Coordinator to 
th,s hospItal unless a referred patient is to be seen. The NurSing Office has 
as~ec! u: to. have. t?e CoordinatOl: check in with the Social Work Secretary to 
de,er~1Oe if a VISIt to the floor IS convenient before checking on the patient's 
pre-dIscharge status. This will also allow us to keep track pf outside refer
rals so as to aV~id multiple referral of the same patient. We hope this will 
save your coordInators and our workers time and effort, ar:d will distribute 
C0l3?f: ~n an equitable baoi;;. 11te .... 'lrould ::.pprcciatc j·our cooper,,! iC:l. 

V'/ /;: /~o . 
.. ..<..P!,~ C-'. c:::::\:,.....c.~-::Z-t"'-t: ........ , 

(Mrs. ) Gene C. Davis, ACSW 
Director of Social Work 
GCD/d 
cc: Mr. S. Mudano, Administrator 

Miss V. Dressler, R. N., Director of Nursing 
Mr. G. Sterling, Assistant Administrator 
Gold Coast Home Health Services, Inc. 
Hollywood Home Health Agency, Inc. 
Heme He"lth Ser"ices of the Unitl>d States, Inc. 
Unicare, In::. 

.IVisiting Nurse JI.sseciation of Browal"d~County 

---,.----~--~-------------------
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BROWARD' GENERAL I\fEDICAJ~ CENTc:n 
1600S0UTII A:-;UJt£lrS AVENUE 
FOflT LAUlJEIlf)AL~:, FLOIUI)A 

33310 
TEU'PHONE !S2!S.,0411 

August 13, 1974 
Visiting Nurse Association of 
Broward County 
1000 S. Federal Highway 
Ft. Lauderdale. Florida 33316 

P.E; Hospital Evaluation of Home Health Care Patinets 
.-

This is to advise you that the Medical Staff Committee of\ 
Broward General Medical Center recently voted against estab1ish
ing_a policy allowing representatives from Home Health Care 
Agencies to review an'in-patient's medical record prior to dis
charge. If th~ attending physician leaves an order for your ..... , '. 

~ review of his patien t·'s chart, this of course, wol,lld be hon'ored. 

'For this reason, the Social SerVice Staff will continu~ to 
work closely with you and serve as a liason for each referral. 
It is still permiSSible for you to visit the patient in our 
hospital.' and. also to discuss specific- details of home car~ .. withT 

-the .charge nurse. ,.'. ':'~ 
,; ... :;": ... ·~t ... · ~?'''' .':' . ~":'.~:,,, '" 

Due to th~'increase in agencies providing home health ·c~r~. 
·services. to the patients 1n our area, we would' also r~qu~st~ ."", "0:-

tliat you' call oUr department prior to your hospital round~ •. ~ 
ref~l~ to our~rtment are~handled on a r~tating basis to 
£!!.~h Df$Jte 'agencies unless a specific request 1s made by the 
.pat1ent~·· family 'or physician. Hopefully, we could save you and 
our.:-sta,ff some ·t4De if there are no new referrals. 
~\ • ... '"£·1 !': ;"l., • ...:. <' ", '·:~"I . , .' _ . 

,. .:..:... We :,I!r~..!! 11!~~tl!._e..p:z:ocesB..o.f-an in-service education 
program~.fo.;' both. phYSicians on staff and our nursing personnel 
to make ··them more aware of the services you can provide for our 
patients.,. We' fee'. this will increase the number of referrals 
but this," o'f course, will take time and we ask your continued 

. cooperatiOn.,.:'·· . . 
~ , '. .,... .-

Sincerely, 

G:~J~J/ ... ... ~'- -. 

(Mrs.) ~ L. Schevis, 
Social Service Director 
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EcLi:to!r. 
Talnpo_ T.t.i.bune 
202 S. PMkeIL 
Tampa, F.c.a.. 33606 
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ApJt.U. 21, 1976 

1 have Jc.ea.d w..U..h gJc.eat -i.nteILu.t yOuJr. Jc.epM.to and ecU.:t.oJUai. on MecU..c.Me 
ove/t-paYlnent6 .to Mme Home He.aU:h Agenue6. It -fA c:iU,hea.Jc..teru.ng .to leaM 
.that .titC.6 e ag enue6 who .6 elLve.. .the. .6-i.c.k. and eUeJc..ty MIt degJc.a.de .6 uc.h a 
wolt.thwhi..e.e pMgJc.a.m. ThoM_ who Jc.eqLLiJr.e .t1U.6 .6e1Lv.ice look .to .them a..6 
pJc.o6e6.6.iollal..6, above.. Jc.epltoac.h. HoweveIL,.f..t appear,..o .that gJc.eed and 6Jc.aUd 
<!,,,'t .(;tJUt,..~tl2. even .t.h.{',o, (!0r.11?;!lfi/,iA:J 612Jr.1.·.f.c.~._ 

One. C!a.Jtlto.t hup but qUe6.ti.on, why c.a.It'.t .the Vepal-.;tmen.t 06 HeaLth, Edu.c.a..tLon 
a.nd We1.61JJr.e It.ec.oveIL .th.t.o money? 16 .the6e agenC'.1.u Me de6Jc.aUdi..ltg .the 
gOVe/tJ1.HIen.t, .they JJhoui.d be cxpec..ted to mak.e 6u1'.£. Jc.e6.tU:u.Uon. Th-iA hi.nd 
o tl olrgl1J1i.za..tion ea.n Jtu1.n .the good Walt/, and Jc.epu.ta..ti.on 06 o.theIL Home' Hea..U:h 
Agen~e6 and HEW doun' t have enough people .to "polic.e'; .the many agenue6 
06 .th.t.6 .6.ta.te. 

The FloJc..tda MMUa..Uon 06 flome He.aU:h Agenue6, Inc.. ha..o Jc.ecen.t.£.y c.Jc.e.a.ted 
a Code 06 E.th.ic.o. Th-iA wU1. be help6u.t -i.n ".6e.t6 pcUc-tn.g". HoweveIL, .tllk 
can only be pO.6.6-i.ble when agenue6 belong to the a..6.6oUa..t.ton. Tho.be who 
cla.bn .to be. .the MecU..Ca.Jc.e Agenc,{e6 and M~_ Jc.e.c.uv-i.ng FedelLa.l. Fundi..ltg .to p1tov-i.de 
MecU..Ca.Jc.e .6e1Lv.i.c.e .6houi.d be cUJr.ec.tty undelr_ govelLnment .6c.Jc.u.t.i.I1Y. I.t wou.td 
.seem .the "Non-PIt06.f..t" C.OltpO.l'..ailon.o Me any.th.{.ng but that; -i.n.o:tea.d have 
deve.toped a po..tJtUi.c. a.:tt,Uu.de 06 "Get.f..t whi..e.e the gcftLng -fA good". WM.t 
ha..o happened .to .the J..n:teg.Ut.y 06 peopie? 

Sena.tolt Lawton Chi..e.e6 pJc.e.cU..c.ted .that un.te6.6 new Jc.egu.e.a..t.i.olt6 cOte dJi.aw11 .that 
wU..e. put an end .to .th.t.o abu.oe., .the MecU..c.Me Home He.a.Uh P'togltalnc_ou.td end. 
Whe/I.e. woui.d .th-iA lea.ve .the people who .60 de6peJc.a.te.ty need and depend on ii.? 

:::;m~t.[:r.(! a.go, my met!!!!-,,- M..!.UI!J:Pd.. n_ M!.VPll.e. .i.Une6.6. A6:te..lt mon.:t:rol.! 06 hC-bp.L.ta..e. 
a.nd 1UIIL.6.{;tg home. caJc:e, ~he plt.7glte6.6ed enough to c.ome home. In ~ee.lUng hetp, 
we WelLe .i.n6Q·'Uned .that V-fA-UUtg Nwr...oe. A.8-50c..i£Ltion 06 fl.i.1.l..6bo/'..ough County, Iltc.. 
Wall a ~e..cU..c.o.Jc.e Agenc.y. I c.ontac..ted the.i.Jc. oU-i.c.e and Wa..6 a..6.6(tJc.ed .they would 
be avav..able 601t a..6 .tong a..6 my mo.theIL ha..d need 06 .the.iJc. .6 e.-'I.v~c.e6. We have 
60IMid V. N. A. VelLlj dependable, w.f..th a. ded.i.c.ated .6.to.66 to help (uU:Jl J..n.o.tJw.c-t,[on.o 
and CtUte. 06 an -i.nvo.Ud po..tLent. . 

I 6e.d .suJr.e .theIL(I. Me many o.genue6 who lLendeIL .the .6a.nle .6e1Lv.i.c.e.. I.t.ta..k.e6 
only a. 6w .to g.ive a bad name to aU. Hope6u.t.e.y, .the goveltmnent wf..u have 
.tho.~e "nw" ge.t .the.iJc. ac..t toge.theJc. olt get out, ~o that o.the1L6 can get on w.U:h 
the. plLogltam 06 caJU.ng 6011. .tIwlle who need .them. 

. ) 
5502 s. ~ st. 
Tampa., Fla.. 33611 
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MEDICARE. NURSING • THERAPY··· JlJ'HdME- .--; 

A ASSOCIATED HOME HEALTH AGE~Y, INC. 
(305) 561-9260 • 3587 N.W. 9TH AVENUE, FORT LAUDERDALE,'FLORIDA 33309 

The Honorable Lawton Chiles 
United States Senator 
New Senate Office Building 
Washington, D. C. 20510 

Dear Senator Chiles: 

I ' ! ~ . .-' 
June 4, 1976 

Last month I attended your investigative session of South Florida 
Home Health Services at the Miami Court House, 

Area reaction to said investigation was covered broadly by the Communi
cation media. Interpretations, as well as implications,-were assumed by an 
uninformed public, of great benefits and monetary gains ill Home Health 
Agencies were takin'i from the Government. There was no attempt to impart. 
any actual statistic~ supporting the health services extended to persens 1n 
their homes; no attempt to inform the public of persons who have been re
stored to actual independence of daily living; no attempt to infor~m the pub
lic of deferred costly admissions to hospitals. These statistics are avail
able, and as Government is representative of the people, it would seem that 
every effort on your part to be fair would have presented a more balanced 
view of the Services. Yours as well as o~r services are tax-supported, and 
are accountable for such. 

Florida has been placed in a negative light to the general public re
garding quality home health services, but it has a rightful pride in serv
ices rendered to the populace. Scrutiny and accountability stren~ens or
ganizations and promotes improvement and direction. There is no need for 
false pride, and certainly no place for excllsing apparent abuses on the 
part of some existenL agencies, but rules and regulations have to be writ
ten and reviewed by Professionals. Those who can recognize loop~holes, and 
yet have the vision necessary for improvement and expansion of services for 
health needs. Restriction of health services inevitably effects all of us 
as citizens. Making oneself t~e recipient of such quality services, either 
as the patient or personally involved as a family member, distinguishes 
need from vested interest abuse • 

ARV/ds 

cc: J. Schack 
L. DeGraaf 

Respectfully yours, 

~/f?'~/.~ 
Anne Villerot, R.N., 
Inservice 
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n~ BiY,l'l Pse} JO' ~crettr F H E j\OLrG"R 
POST OFFICE BOX 210 • iACKsrm'Jlll.t, flORIDA 32201 • PHONE (9041 354·3961 
E. CIIorllon Pr.ther. M.D .. II.P.H .. Oir.ctor 1323 Winewood Blvd. 

Tallahassee, Fl 32301 

MEMORANDUr.t 

November 24, 1975 

TO Luci Hadi, Chief, Executive Staff 

THROUGH James A. Alford, M.D., Assistant Se~retary for Program 
Planning and Development ,. 

E. Charlton Prath,=r, M.D., Program Staff Director, .J--
Health Program Office 

FROM 

SUBJECT PROPOSAL 

The Ad Hoc Home Health Services Advisory Committee will reconvene 
December 1, ~o review the revised rules. This committee has been 
expanded to ~~clude other concerned groups, namely the I".orida 
Board of Nurs~ng, Hom~makers-Upjohn and Home Care, Inc., and the 
west.Coas~ Comprehens~ve Health Planning Council. A second public 
hear~ng w~ll be scheduled. 

The objectio~s of the two proprietary agencies are rooted in a 
conceptual ~~fference in,determining what services constitute home 
~eal th serv~ces. . Compan~(:mship, homemaking and "baby-sitting" are 
~mport~nt su~port~ve serv~ces to dependent persons and are sometimes 
essent~al ~dJuncts to health services. Agencies that provide only 
these serv~c~s on a continuing or intermittent basis are not home 
health agen~~es. Those agenc~es that provide both supportive and 
he~lth serv~ces ~hould 'seek l~ce~sure for only that unit within the 
agency that prov~des health serv~ces. . 

Home health services ~as been the m~jor and often the sole interest 
of voluntary and publ~c health nurs~ng agencies for the oast 75 
years. It would ~e strange not to fdnd many of the standards that 
they have collect~vely developed nationally in the proposed rules 
for C~apt7r 75-2~3. The staff ratios, for example, reflect common 
pract~ce ~n Flor~da as well as a national sample. 

The q~estion of con~inuous care presents some questions. Mr. Toth 
descr~bes a profess~onal registry or employment agency rather than 

(continued) 

DIYISlOti Of AOOINISTRATIVESERVICES • OIVlSION or AGING. DIVISION OF CHILDR.ElfSMEOICAl SERVICES. DIVISION OF CORRECTIONS. DIVISION OF FA'.1Il YSERVICES • DIVISION Of HeALTH 
DIVISlOO OF MENTAL HEAlTH • ':,'IVISIO,., OF PLANNING AND EVAlUAncm • OIVISION OF R[lARD~TlON • DIVISION OF VOCATIONAL REHABIU1ATtDN • OI~ON Of YOUTH SERVICES 
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.page two 

a home health agency. lo1edical Pool Personnel assigns nurses and 
nursing assistants to hospitals and nursing homes as well. as to 
private pay patients in their homes. The General Rules and. 
Regulations cite the need "to observe and respect the rules and 
regulations of the hospital, nursing home, or retirement home" 
(page 1, item 2). I~ would be consistent to contract with licensed 
home health agencies in the community when continuous service is 
needed. 

There is another component of continuing care that is very bother
some. In one of the several communications with proprietary 
agencies the wage of a nurses aide was cited as $3.85 per hour. 
When 24 hour care is provided "week after week, month after month, 
and year after year" as noted by Mr. Toth, this adds up to: 

$ 
$ 

92.40 
646.80 

$ 2,772.00 
$33,726.00 

per day 
per week 
per month (30 days) 
per year 

This is incredibly expensive for hygiene and comfort services that 
could probably be met more successfully and less expensively in a 
nursing home. At least in that setting the patient would be 
visible and have greater aocess to professional services when 
needed. I'm sure that the problem Mr. Toth describes affects very 
few people. It would be irresponsible to expend public monies on 
such select services when less expensive alternatives are available 
except in the most unusual circumstances. Under these conditions 
home health services are not a reasonable alternative to nursing 
homes. Home health services become an important alternative only 
when services can be provided on an intermitt~nt basis or when 
continuous care would be confined to a specific limited period. 

It is my hope that the problems related to developing Home Health 
Agency Standards will be resolved without sacrificing or under
mining the quality of care that is presently available. 

ECP!DW:pb 

cc: Jerry Conger 
Dolores Wennlund 

~6rothy Hilderbrand 
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PUBLIC HEALTH NURS!NG SECTION 

DOLORESM.WENNLUND 
Administrator 

There are two overall responsibilities of the Public Health 
Nmsing Section: improvement of health personnel competence 
anq administration of the Home Health Se~ices program. 

Components of the programs to improve health personnel 
competence include consultative visits to county health depart
ments and health related agencies; planning and evaluating 
resources, programs and needs through .scheduled conferences, 
meetings and contact with peI:,sonnel of other bureaus, sections, 
division~, and health related groups and agencies; plannirig 
conducting and/or participating in continuing education pr·.)grams 
included orientation and maintaining, updating and upgrading 
professional skills by participating and attending professional 
seminars, conferences and E:'C.!ucational programs. These activities 
are performed in both generijlized and specialized approaches. The 
professional staff deliver generalized public health nursing services 
in assignt¥i regjonsand their particular specialities on a statewide 
basis. There were seven Public Health Nursing Consultants during • 
this year. The progfam activities of the Administrator and 
ASi1istant Administrator are included in the following (lata: 

Consultant visits ........ . 
Survey Visits . . . . . . . . . 
Planning & Evaluation Meetings 
Continuing Education Programs Offered 
Continuing Education Programs Attended 
Total ...................... . 

505 
70 

367 
217 
143 

1,302 

Distribution of Pl~blic H •• ,th Nuning Consultlnb Activitiel 

(> 

~ 

- -----,~.----------~,~-----------

a 

, 

I 

1 • 
.I 
\ 
\ 

\ 

:,1 

il 
1\ 
\ 

! 
I 
'1, 

89 

DIVISION DIRECTOR 35 

T'ASI,.E 1 

NUMBER OF PUBLIC HEALTH NURSING SECTION ACTIVITIES 
ACCORDING TO PROGRAM. 

Ac;l ult Health" Chronic Disease 
Child Health Genew includin8 Retardation 
School Hell!th 
Maternal Health &: Family Plannin8 
Preventable OiJIeue including TB " Imm. 
Total Specializ.ed Activitiel 
Total Generalized Activities 

Hom. Health Services 

.!2 
:!i 
> 
c: 
0 

:;: 
CIII .... 
'3 
! 
0 

0 

6 
17 

5 

9 
6 

42 
289 

§, 
c: 
~ 
QI 
ell 

~ 
c: 
.2 .... 

CIII 
:3 
';I 
> 

r:r:I 

~ 
bfI c: ... 
c 
~ 

s:: 
21 
34 
40 
34 

5 
134 
233 

"CI 

'g CII 
"CI ... c: 

~ QI .... t= 
0 -< ! ril iii 

I ~ e 
~ ~ ... .S ~ ~ 

-d -d .Il 
r:r:I r:r:I .... 
bfI go :E 
.S c .... 

'3 Co! :3 ":i:; s:: .S . .. 
3 .... .... 

s:: s:: 
8 0 ~ 0 

43 69 
23 6 80 
16 61 
39 4 86 

9 21 41 
114 31 337 
103 112 737 

The program staff consists of a Program Specialist, 1/10 FTE 
Public Health Nursing Consultant, 5/12 FTE Public Health Nurse 
Supervisor and a fiscal assistant. This staff coordinated Medicare 
certificatioq of and consultation to 49 home health agencies, 12 
outpatient physical therapy faciliti~s, 8 outpatient speech therapy 
facilities, and 45 physical therapists in independent practice: --: 

Total Number of Activities in Home Health Services 244 

Home Health Agencies , 
Survey visits for certification .. 56 
Consultation visits ........ 171 

Outpatient Rehabilitation Agencies 
Survey visits ..................... .14 

. Consultation visits .............•..... 3 

During this past year, there has been a decline in the number 
of county health departments certified for Medicare with a steady 
growth in private home health agencies. 
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Number' of Certified County Health Departments, Voluntary 
Nursing Agencies and Home Health Agencies 

'CHDs VNAs HHAs 
1970 41 12 6 
1971 24 8 8 
1972 21 8 8 
197a ,21 8 11 
1974 20 8 20 
lenS- :20 B S& 

Comparative Growth Rates of Certified Home Health Service 

44 
40 
36 
.3l 
28 
24 
20 
16 
12 
8 
4 
o 

Agencies from 1970-74 

o 
'~ . ... 

_____ CouaC, ~.a1th D.pal't ••• u 

______ 'olu.cal" '.I'al •• A •• "cl •• 

•••••••• _ ••••••••• '1'1"aC,. 110 •• ~.alth A ..... el •• ·" 

The Public Health Nursing Consultants review, eva1uate an~ 
counsel about all program services during their generalized 
activities. These data are reported in trip reports and other 
memoranda. However, they are not readily retrievable for report
ing purposes. Therefore, the unassigned general activities have 
been proratea among the major program areas including Home 
Health Services and added to the designated 'program activities to 
demonstrate public health nursing activities' in these programs. It . 
must be noted that in many instances, the activities and goals of 
one program may be absorbed or integrated in another program 
e.g. the Nurse-Midwife Consultant conducted 20 teaching sessions 
on the correct way to do Pap smears. This activity was counted as 
Maternal Health but it is readily ~.en' that both Adult Health and 

----,,~----~----------------------
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Chronic Disease and the Laboratory can gain through this-el'fort. 
As mentioned before, efforts in the Immunization Program are 
submerged in Child Health. Counseling and .advisement on Home 
Health Services are frequently illustrated through the principles 
and nll!sing standards of Adult Health and Chronic Disease. The 
following graph depicts the distribution of the activities in the 
major program areas ,and the full-time equivalents of consultants 
needed to perform these activities: .. . 

Distribution of Public Health Nursing Consultants 
Activities in Major Prog!'ams 

III 

Accomplishmenh 

113 

Mat~rnal H~"lth 

and 'aaily '~8nnln~ 
I. 1 FTE PHNe. 

pml AdMinistration 
Staffln, and Proc~ •• 

30 per cent of the county health' departments report that the 
standards for Public Health Nursing in Schools are being phased 
into practice. 

The Nursing Information System has been tested in four 
counties and is ready for selective operational implementation. 

The. Public Health Nurse Orientation Program is being 
redeveloped as a joint project with Florida Regional Medical 
Program. 

Careful scrutiny of county health department time and cost 
study reports as related to Blue Cross audits has resulted in saving 
close to $49,000 among at least seven county health departments. 

School Health Services were interpreted sufficiently well to 
secure the assignment of that program for the ,Division of Health. 

74·599 0 - 76 - 7 

ft 
I 
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57 lay midwives licensed to practice, a decrease of six from 
last year. 17 certified nurse-midwives registered, the same number 
as last year. 

The rules and regulations concerning midwifery were re
promulgated January 1, 1975, after public hearing., 

24 family planning nurse practitioners have been trained 
through the joint efforts of the Section, Bureau of Maternal 
He~th and Family Planning and University Hospital . . 

14 orientees were trained in the orientation centers. 

Issue:! 

The reclassification of the Public Health Nursing series with 
the elimination of advanced academic preparation for administra
tive positions has made inordinate demands on the administrators 
of this Section. Distortion of Section recommendations for staff 
position reclassifications hu retUlted in many problems. 

,oJI'-

"',, 
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___ Ma~sac~~setts ~.ss~~~~tion of Community Health Agencies 
55 DIMOCK STREEY· BOSTON, MASSACHUSETTS 02119. (617) 445.1826 

Senator Lawton Chiles 
U.S. Senate 
Washington, D.C. 20510 

Dear Senacor Chiles: 

June 8, 1976 

The Masa. Associat:i.on of Community Health Agencies (MACHA) represents 
the concerns of horne health care providero. Wa atl'tmgl:r oppose the 
suggested deletion of horne health agencies from the certificate of need 
requirement under PL 93-641. . 

We believe that controls such as the certificate of need requirement 
must be encouraged to insure the proper distribution of horne health services. 
Effective horne health service programs must be distributed so that agencies 
meet the needs of the consumer. Unchecked development would create--
or even add to, in some instances--maldistribution of services with the 
resultant loss of cost containment. 

We are further concerned as to why congressional intent was nnt 
followed when Public He~lth Service formulated the proposed regulation. 

Our association has urged the department of Health Education and 
Welfare to reconsider its position. We strongly wge the inclusion of 
horne health services in the certificate of need provisions required by 
the National Health Planning and Resources Development Act. (PL 93-641). 

We seek to enlist your support in encouraging the inclusion of 
horne health care in the certificate of need requirement under PL 93-641. 

ALJ/ad 

Sincerely, 

(/("l';' , 

Alexine L. Janiszewski 
President, Board of Directors 
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BAY HOME HEALTH CARE AGENCY, INC. 

J. C. PARMER JR. 

DIRECTOR 

M.':'i Bob Harris 

1 e 15 WEST 15TH STREET, SUITE 19 

PANAMA CITY, FLORIDA 32401 

April 21, 1976 

Office of US Senator Lawton Chiles 
Room 2107 Dirksen Senate Office Bldg. 
Washington, D. C. 20510 

Dear Mr. Harris: 

Attached hereto is information requested per your letter of April 7, '1976. 
I apologize for its late arrival, and hope it will be beneficial to your 
subcommittee research. 

As I previously stated in our conv'ersation, there are problems within our 
industry 'Which need to 'come to light, good or bad be the outcome. My co
horts and myself in this area of the state are trying to provide the best 
care available at the most reasonable cost possible. The remainder of the 
state I can only make supposition of the same attitUde. 

If I can be of further assistance,.please call me. 

Very truly yours, 

J:~:::-
President 

JCP/cb 

, 
" 

i' 
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December 1975 

March 1976 

95 

603 visits,total costs- $13,787-- cost per visit $22.86 

775 visits, total costs $14,304-- cost per visit $18.45 

No increase in personnel for additional 172 visits. 
Increased cost for March ~517 I . . 

(b . . J ' ~6l -- ncrease ~n Malpract~ce Insurance 150% 
eg~nmng anuary 197 

As denoted above, the incremental increase in c t f . 
accepted is small, and with each addito al t. 0\ or eac~ pat~~n~ additionally 
the overall cost per visit decreases. n pa ~en and pat~ent v~s~t made, 

SALARIES 

/lSOI.l-11..(oo 

8rooe 
''''uoo 
'-I8'~o 

DIRECTOR1 ADMINTSTRATOR 
MEDICAL DIRECTOR 
NURSING SERVICE DIRECTOR 
STAFF NURSE 
PHYSICAL THERAPIST 
HOME HEALTH AIDE 
CLERICAL 

FULL TIME EQUIVALENTS 
$23,400, .00 1.00 
12,500.00 (M'f'Rux <~o,,,,,) 0.25 
12,000.00 1.00 
9,400.00 1.00 

16,000.00 .. 1.00 
5,200.00 1.00 
VARIOUS 

EMPLOYED 

1 
1 
1 
2 
2 
4 
2 
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BAY HOME HEALTH CARE AGENCY"INC. 

J, C. PARMER JR. 

DIRECTOR 

1 S 15 WEST 15TH STREET, SUITE 19 

PANAMA CITY, FLORIDA 32401 

Bay Home Health Care Agency, Inc., 1815 W. 15th St., Suite 19, Panama City 
Florida was incorporated in 1974. The Agency accepted its first patient on 
March 3, 1975, and during the fiscal year ending December 31, 1975, accepted 
a total of 130 patients, some 125 Medicare beneficiaries. The idea entered 
my mind to establish the agency following eight years as hospital administrator 
at one of the local hospitals. It was evident ,there was little followup on 
patients being discharged from the hospitals in the area. The readmission rate 
for the Medicare age group was considerably higher than for other groups. Much 
of this readmission problem was related to the lack of followup, post institu
tional care. 

Our agency is a not-for-profit corporation. Subscribers to the corporation 
include myself as President, Dr. James A. Poyner, M.D., as Vice President 
and J~edical Director and Rowlett W. Bryant, Attorney, as Secretary-Treasurer. 
In addition to the above, the Agency operates under an Advisory Board as re
quired by the Department of Health, Education, and Welfare, and the State of 
Florida Division of Health. ~ese advisors include members of the financial 
community, health related organizations and representatives from the various 
state and federal agencies coming into contact with persons in need of our . 
services. Our Utilization Review Committee consists of myself as Administrator, 
our Medical Diractor, Nursing Service Administrator, and a community-health 
oriented nurse not employed by the agency. 

Our schedule of charges is as follows: 

Skilled Nursing Visit: 
Physical Therapy Visit 
Home Health Aide Visit 

35·00 
43.00 
20.00 per hour 

These charges resulted in excess revenue of sume $8,000 for the year ending 
December 31, 1975. Based on the Medicare Cost Reimbursement system, we are 
due to refund to Blue Cross of Florida, our Intermediary, in excess of $22,000 
which resulted from a larger patient demand than expected. In accordance with 
this, our charges are being reduced effective June 1, 1976, to result in a 
lesser amount of surplus at the end of the current fiscal year. Charges are 
to be set at approximately $20.00 per visit, however, this level will still 
not allow us to accept Medicaid patients. Medicaid allows only $13.50 per -visit 
maximum. Our cost presently is approximately $16.50 per visit. At such time as 
our patient load increase to reduce our cost below the $13.50 level, we will 
begin accepting Medicaid patients. We are presently accepting some private 
pay patients, however, I can not justify making the above charges to our 
private patients. 

-- -~,.~-----------.----~-------
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The question then arises, "how can I justify the charges on Medicare patients". 
My justification centers around the hypothesis that once collected from the 
private patient, refund to a large number of patients upon demonstration 
of lower costs would be impossible. With the Medicare Cost Reporting system, 
the amount can be determined without difficulty and refund can be made in 
one payment, one check, to cover any number of patients. For example, if 
the patient load of two hundred patients were equally divided between 
~rivate and non-private, and it was determined our charges amounted to 
,11.20 per patient visit overcharge, we would have to compute amounts for 
each patient and write 100 checks for the private"patients but only one 
check for 'Jae Medicare patients. The $22,000 refund previsouly mentioned 
relates to 125 Medicare patients, but w:.i.ll be written on one check against 
one account. 

Examples of handbooks are enclosed, as are financial statements. 

The only other eiement I can think of which might be stressed is the fact 
that a good many of our patients are located in remote areas, inaccessible 
to normal medical treatment channels. Numerous patients of this agency 
live over twnety··five miles from the nearest medical facility, as this section 
of Florida is primarily rural in nature. Many of these are illiterate and 
cannot follow the prescription directions on medicine containers. Our nursing 
personnel have to sort out their pills and tell them to take these today and 
those tommorrow. Many of our physical therapy patients are in a physical 
condition only slightly worse then their spouses, with neither able to drive 
an automobile. 

The other area of concern in this region is the lack of institutional facilities. 
As opposed to the Sotuh Florida region, there are no empty nursing home beds in 
this area and little prospect of any being built. Medicaid reimbursement has made 
it impossible to treat the Medicaid patient in the nursing home, yet the reim
bursement to Home Heillth Agency is such the Agency cannot accept them either. 
Hospital beds are much in the same situatioll~ Both hospitals in the Bay County 
area are operating at rates in excess of 100% occupancy. This Agency has been 
able to relieve some of the pressure from, both the hospital.s and nursing homes. 

While the cost of Home Health care is high, it representS t~alternative to 
no care at all. Costs can be reduced by the changing of physician attitudes 
to one of increasing ref~~ala to the Agencies. ~~ census on December 31, 1975, 
was 36 patients. Today it is 51 patients. 
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. HOME HEALTH SERVICES, INC. 
A NON PROFIT AGENCY 
SERVING BROWARO & PALM 8EACH COUNTIES 

4699 NORTH FEDERAL HIGHWAY POMPANO BEACH, FLORIDA 33064 

75 NORTHEAST 6TH AVENUE, SUITE 221. DELRAY BEACH, FLORIDA 33444 

IN BROWARD CALL: 785-2990 OR 522-6749 

IN PALM BEACH CALL: 737-8180 

Senator Lawton Chiles 
Hialeah Opa-Locka Holiday Inn 
1950 W. 49 Street 
H~aleah, Florida 

Dear Senator Chiles, 

May 4, 1976 

This is in reply to your letter of April 7, concerning 
the Government Operation Subcommittee on Federal Spending 
Practices, Efficiency and Open Government. 

I will take the items one by one you requested. 

Our agency was incorporated jn 1970 as a non-profit, 
charitable and educational institution under the laws of 
Florida. It was founded by Dr. Richard Schultz who is a 
surgeon in this area, at this time approximately 40 years 
old. He heard about home health agencies at a medical 
meeting in New Orleans and realized that there was an in
sufficiency of services in Broward County. He investigated 
and talked with his colleagues and- determined that there 
was a need in the county for such services and determined 
to establish one. At that time there was only the Visiting 
Nurses Association in Broward County that was working on a 
very limited budget with a very limited staff and highly 
restricted services (it Should be of interest to you that 
the VNA of Broward County still has only telephone service from 
8:00 - 4:00 or 4:30 with no weekend coverage by phone). Dr. 
Schultz hired a man for Executive Director, a Director of Nursing, 
who in turn hired an aide, and had contracts for physical therapy 
services at the opening of the agency in June of 1970. Medicare 

. certification was not approved until December. In November 
of that year the Executive Director was dismissed and I was 
hired through an employment agency, having had 25 years adminis
trative experience in medical industry. At the time I came, 
the agency made less than 500 visits a month. III March of 1976 

VISITING NURSES· MEDICAL SOCI AL WORK PHYSICAL THERA py SpEECH THERAPY OCCUPATIONAL THERAPY, HOME HEALTH AlOE 

NUTRITlOt~AL OUIDANCE 

( 
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we made 5,700 visits. Other notes of historical interest 
are that we have served in the past five years 6,300 patients, 
under orders from 955 MD's and DO's, Who had been patients 
in 97 hospitals and 44 nursing homes. 

The legal corporate body of the agency is the Board of 
Directors, conSisting Qf Dr. Schultz as President, myself as 
Vice President, Mrs. Schultz, RN, as Secretary and Dr. 
Schultz as treasurer. However, as you probably kno~ home 
health agencies are required to have an additional Advisory 
Board conSisting of professionals and consumers, Actions 
affecting the agency either fiscal or medical or legal are 
not approved by the Board of Directors without the prior 
approval of the Advisory Board. At the present time this 
board consists of a hospital credit manager, a cancer volunteer, 
an. emergency room phySician from a hospital, a Rec Cross 
volunteer, two bankers, a retired medical school professor, 
a phySical therapist, a psychiatric nurse, two practicing 
internist, a speech pathologist and a hospital director of 
nursing service. It should be noted that the three hospital 
personnel come from three different hospitals. This Advisory 
Board meets at least quarterly and does a complete annual 
Financial and Utilizational Review of selective cases to assure 
that the medical policies as printed and established in the 
agency policy manual are followed by the staff. 

Since October 1, 1974, we have been under what is commonly 
called the PIP (periodic Interim Payment) Program for re
imbursement purposes. This program lists all costs and divides 
by the nu~ber of visits and pays you at the average rate for 
Which the ~'ear 1974 was $22.10 for nurses a.nd other professionals 
and $17.37 per visit for aides. The aides visits may last from 
1 - 4 hour~. Those figures for 1974 have been audited by both 
an independent auditor and the intermediary's audit staff. 
An unaudited report for 1975 was submitted to the intermediary 
last week and shows that all the Skilled visits were at a cost 
of $28.94 and aide visits at $22.61. Most of this increased 
cost for 1975 over 1974 is attributed to a considerable drop in 
the number of patient visits du~ to the competition as well as 
a very bad fall in the hospitalli',:;t!i. 'this area. You may have 
recalled seeing in the paper that they were down to below 50% 
of capacity particularly in October and November. In addition, 
we separated the north and south part of the counties in the ~l'" 
independent operation as of the 1st of July and had 100 less 
patients July 4 than we had on June 30. We anticipate a slightly 
reduced charge of $27.83 for the next three months under the 
Periodic Interim Payment Program and are looking for ways to cut 
that for the balance of the year. 
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, b klet which gives detailed I have enclosed a copy of the ~osicians and the folder 
information which is handed ~ut ~~i~ y We have also cooperated 
which is given t~ thei~en:~~inl~~ration in distributing the 
~i~~ ~~~i~~~;a~an~~~~k ~hiCh is printed by them. 

tho aI'S 1972-1975 the cost per I have charted below for - ye killed services and 
visit and the number of vi~it~of~rt~~~ !e-did very well through 
for aide services. You w titi n came into the county and the 
1973 until all of the comfe inocombination ~ith the price 
opening of many new agenc es salaries and increase in 
freeze removal; this mean~ hirhe~ease in costs. This was first 
benefits which are the ~a ~r ~~ing salaries and additional 
felt in 1973 in the cos 0 nu Another factor was the 
benefits including a pensioin Pla~. th~ field as the number it of hiring superv SOl'S n ~~c~~:it~ and the size of staff increased. 

i iple employee's salaries I have also charted the pI' ~c mparison of the salary of 
from New Year's 1970 to 1975 ~s n c~eriod Another consider-
an average staff nurse in tha sa::s the n;cessity of opening 
able factor in the costdinicr~:~~ay again to meet the competition offic es jon Hollywood an n , 
of all the new agencies. 

Cost Eer Visit Number of Visits 
Skilled Aides 

r0
9 ('""49 2,445 1970 

20.86 8,754 1971 23.52 
14,947 1972 16.96 14.60 
40,069 1973 13.97 15.16 
55,952 1974 22.10 17.37 
63,967 1975 28.911 22.61 

PrinciEle EmElo~ees Salaries 

Dir. Professional Vice Pres. Average Pres./Med.Dir 
Services (Nursing) Exec. Dir. Staff Nurse 

!,'803!6~nth' l 16,000(6 mol F,800 
1970 18 months 

7 200 7months $ 3,750 8,400 1971 accrued paid 
10 mo. no director) 1973 -$11,541 
6,245 ,,",009 $8,970 1972 1'0,663 111,887 17,774 rO,415 1973 11,196 

21,589 25,725 11,150 1974 14,413 
25,023 28,268 12,950 1975 16,207 
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I should also like to note at this point that there is 
no family relationship or connection between the three 
prinCiple employees and no members of any families on the 
Advisory Board. (Mrs. SchUltz, Corporation Secretary, attends 
Advisory Board meetings but does not haVe a vote.) It also 
should be noted that neither the Director of Nurses or myself 
have any t'inancial interest in the organization and have never had any. 

Other items ot' importance, in my opinion, are the key to 
controlling costs rather than being punitive through retroactive 
denials. The Bureau ot' Health Insurance people have not been 
given either the guidelines or the weapons to keep them under 
control, they have only retroactive denials Which must be 
settled through the appeals procedure or in the courts. This 
seems to be their only method ot' establishing reasonable costs 
and utilization. I know that they do have reasonable gUidelines 
t'or utilization and they certainly shold haVe reasonable guide
lines t'or reasonable costs. For example, When I t'ound out that 
to remain competitive it would be necessary to install a pension 
plan, also the Board felt that in order to retain our stat'f 
during a period of increasing competition that a pension plan 
was necessary, they asked that the planner base the benet'its 
and the cost on the Federal Retirement Program, and that is 
exactly what was done. With all the computer experience 
in individual cases and accumulation ot' visits and costs ot' 
agencies throughout the country it seems to me that they should 
be able to come up With a range that is understandable and 
acceptable. Whether they haVen't thought it was necessary, I 
don't know. Hospitals have guidelines, nursing homes haVe 
guidelines - why can't the home health agencies have guidelines rather than punitive action. 

Another problem, and I'm sure it's true in other states, 
is the provision ot' t;he Certit'icate ot' Need requirement through 
the health service agency and again some reasonable guidelines 
to those agencies so that you do not have 2,000 sets ot' rUles 
or guidelines to determine their Certificate ot' Need. 

I assume you are knowledgeable of the t'act that the 
Division at' Direct ReimbuI'sement of BHI in Baltimore is running 
a study at the present time with a number of selected agencies 
in order to determine et't'iciency levels and perhaps reasonable 
cost levels. Certainly, this eft'ort should be encouraged by the Congress. 

, .. "~ . 
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th t I would like to refer to, There is one other point a n Tam a that the 
the point was brought up in the h~~~~~~ ~ut Vi~its and then 
private non-profit agenCiesda~eC~re to VNA's or to public 
referring patients I w~~ ne!S~~five years we have had over 
health agencies. n e p 1 9 used maximum number of 
6,300 patients and of thesfr~~ ~ referral for further care. 
visits, none of tlhdesekrei~ clear that we are neither over-

---r-.----

This record shou rna e the street On the 
utilizing nor dumping people out on asions whe~e we have referred 
other side, we have had numerous oc~ VNA or to private for
non-Medicare eligible persons to t~anadians or English or 
profit agencies beca~~~ th~Yh~~~\he eligibility in that way, 
South Americans and hi a~oarea where we did not cover. or were in a geograp c 

t th testimony in Tampa is A further point relative 0 r !nization has any financial 
that no Qne connected with this °rghas had At the present 
interest in any sUPPlie~ an~i~!IesuPPliers'and the charges 
time we have 4 differen me ent to hospital prices and in 
which we pay them are the ei5u:~~~ below that of what Medicare B the case of rental average ~ 
allows them to charge patients. 

ti will be useful to you and 
I hope that this ~ni~r~a g~~d to answer further questions to your committee. I s ~ e 

if you desire. 

Sincerely YOZS, '\ 
1/ { \ /1/ (:J,; ..... '--".. . .f.u ............ "'..,..... J; 

H Benn Corwin, Jr./ . 
Vice President/Executive 

Director 

, 
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POST OFFICE BOX 210 • JACKSONVILLE, FLORIDA 32201 
E, O' ... ,ton I'mIIor. M.D~ M.P.H., D'rKIOr • PHONE (904) 354.3961 

Fe~ 4, 1975 
MEMORANDUM ----------

TO: 

FROM: 

SUBJECT: 

PRFAMBLE: 

Dr. E. Charlton Prather, Director, Division of Health 

Dr. M3loolm Foro, Assistant Director 

IbloresM. Wennlund, R.N., M.S., Administrator 
Public Health Ntlr'sing Section 

POSITION PAPER ON IDME HEALni SERVICES 
(-k· I 

OJronic disease and long term illness is a IIlfljor public health problem and 
the incl)JSion of services to those afflicted is properly part of public health 
services. These services should be part of basic programs provided by oounty 
health departnents if not available through another agency. 

Fbne Health Services can lIakea significant:.impact on the oost of &alth 
services and in selected cases offer a satisfactory alternative to nursing hones 
or extended care facilitil'ls. . " 

The goal of haze health sexvices is to provide ne~ssary nursing and 
therapeutic care to patients with chronic, Subacute, or long tenn :UJnesses so 
that familiar Sl.l!'roundings and loved ones can hasten restoration to a healthful 
life or provide solace in terminaJ. illness. They should be directed toward 
teaching and assisting patients and families toward independence and self help 
when possible. They should include counseling about health practices that will 
prollDte improved health and prevent complications of existing conditions. Pro
longed care of patients in their hones should be evaluated periodically (a 
minimum of every two IIOnths) to ascertain the feasibility of the care plan, 
welfare of the. patient, and impact on the family. A utilization and case review 
conrnittee shoold be responsible for detennini.ng oontinuation of care. The 
conmittee should be oomprised of rrembers of the medical and nurpin.g professions 
and reDres«mt<!:tives of the rellabilltative team. At ie.ist two rrembers should 
not be-employees of the agency nor have a vested interest in the patients reviewed, 

NON-PROFESSIONAL SERVICES: 

Health services provided by non-professionals rust be carefully and fre
quently IIOnitored by a regi.stered nurse. Such lIDnitoring ishould include obser
vation of the ~rker ' s perfo:rnance of expected tasks, discussion with the patient 

. and/or family of their expectations and reaction to the se:rvices, and evaluation 
of the patients progress. Frequency should be determined by the registered nurse 

Over ••• 

!JI\'ISION Of AIJIINISTRATlVESERVlCes • DIVISION OF AGING. DIVISION OF CHllDREflSMEIlICAlSERVICes • DIVISION OF CDRRECTlDN:5 • DIVISION OF FMlll YSERVICES • DIVI~OO OF HfAlTH 
[Ij,ISION OF MENTAl HEAlTH • DIVISION DFPlANNING AND EVAlUATION • DIVISION Of RETARDATION • DIVISION OF VOCATlOIIAl REHABILITATION • DIVISION DFYDUTH SERVICes 
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in CXlIIlPliance with nedicare regulations when applicable. ibYever, when rot 
applicable. 00 interval should exceed tTNO m:mths. 

Non-professional personnel should neet the training requirerrents specified 
in the Medicare regulations. Assignnents of tasks should be in keeping with 
their training, the scope of potential impact, and the condition of the patient. 
For exanple, assisting a partially paralyzed patient out of bed llI3.y be a reason
able assignmmt since no untooard reactions would be anticipated. H:Mever, a 
patient with advanced csteoporosis may require very careful handling to avoid a 
spontaneous fracture while being assisted out of bed. In this instance, it 
would be inappropriate to assign this task to an aide. Patients and families 
must also be apprised of the aides l:irni tations so that they cb not neke inappro
priate denands nor entertain unrealistic expectations. 

Adminis1:re.tion of nedications by non-licensed persons is presently being 
studied by the Attorney General. It wuld be premature to predict his opinion 
but it is safe to say that the foundation of the decision lies :in the safety 
of the patient. Therefore, the factors to be considered are the patient I s 
condition, the nature and effect of the nedication, and the understanding of the 
one to administer it. For example, in one instanfe an alert self-directing 
patient having taken his pulse '!lI3.y rE4ueSi: the lx:Iremaker to hand him a digitalis 
tablet. The patient is l<rDwledgeable and asswning responsibility for the act. 
In another instance, a senile or confused patient could not assune this,responsi
bility and there would be a need for careful professional direction and supervi
sion of nedication administered. 

There must be a careful distinction between rone baalth aide services and 
h:mem3ker services. Ibne health aides are auxUiaries wh:> provide sub-professional 
nursing C3re to the sick at rom: under nursing supervision. They may perfonn 
light rouse.keeping tasks for the patient. . They are tra:ined according to Medicare 
specifications. A curriculum guide for a 60 hour course is available in the 
Public Health Nursing Section. Honemakers, on the other hand, have a- simpler 
shorter preparation to perform household tasks for patients or families wh:> are 
unable to cb so for themselves. This does ]'))t supplant health services. 

IDME HFAL'l.'H AGENCIIS: 

Agencies who deliver rone health services should receive a certificate of 
need and neet the follow.i.ng standards: ** . ' 

1. Staffing pat-terns aOO ratios conform to reguiations as established by 
the Division of Health, Public Health Nursing Section; 

2. Services should be available to the public-at-large and not limited 
to th:>se covered by th:inl party paynents; 

3. Services should be available according to patient needs and not 
terminated when th:inl party payrrents are exhausted; 

4. The agency nust be elig'ible for Medicare certification; 
.5 • The adminis1:re.tor of such an agency must have <XlIIlpleted fornal. 

education in o~ of the health fields; 

--',-_..------..-------------_.- ~~ ----
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6. Cbr1JOrate beards of such agencies must be composed of at least 
seven rrembers no lJPre than tw of which are relatives. 

7 • Funds for new agencies should COlIer expenses for at least six 
nonths of open:ttion. Fiscal reports should be a matter of public 
recom. 

B. Refel"rels for service should cone through professional channels. 
Solicitation for patients through direct contact is deplored. 

** (See Appendix I) 

ADMINISTRATION OF LICENSURE OF HOME HFAL'IH AGENCIES 

. ~n ~he.event that licensure of home health agencies is deemed advisable, 
adm:inistrat~on of the progrem should be vested in the Public Health Nursing 
Section. This section is already responsible for surveying agencies for Medicare 
certifiCF.ltion, therefore a separate licensing agent wuld duplicate services. 
In addition, the section staff is well versed in the eValuation of l-aIe health 
services and delivery systems, nursing per.fo:rm:mce, goals, records, and reports. 
It wuld be anticipated that survey procedures for Medicare certification and 
state licensure would be telesroped into one oper.ition which would constitute a 
considerable savir.g. Past estimates of $120 per smvey visit or $300 for the 
average 2 112 visits and clerical support needed for a full certification process 
are largely born by Social Security Administration. 

The emctrrent of a 0Cfre health services licensure law wuld necessitate the 
appointnent of a Hone Health Agency Advisory Council to advise the Public ~th 
Nursing Section in matters rclating to regulations, standards of care, policies 
governing services, aOO expansion of l-aIe care progr:>ams in the state. Such a 
council would be comprised of a licensed p~sician, a registered nurse, a p~sica1 
therapist, a speech pathologist or therapist ,a nedica1 social worker, an occupa
tional therapist and three citizens who do 'not have financial interest in a rom: 
health agency. 

Ml/br 

cc: D. Hilderbrand 
PHN Advisory Cbnmittee en Adm:i.nistration I; Practice 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
SOCIAL SECURITY ADMINISTRATION 

BUREAU OF HEALTH INSURANCE 
50 7th Street, N,E., Room 250 

Atlanta, Georgia 30323 

- ,--

HltY 11, 1976 Office of the Regional Representative 

Honorable x..wton aIltles 
United States Sena~r 
Federal Building 
~eliU4d, Floriaa 33801 

Dear Senator Chiles: ' 

Dur:l.ng the Miam:l. B1lA hearing last we]c, you questioned Mr. Dudleg of 
Gulf Coast- Home 'Health Agency about a $40,000 monthly repayment schedule. 
Re rssponded to the e~fect that your :l.n£ormaf;:lon II'11S incorrect and the 
repayment was about $20,000 monthly. 

The actual amount of monthly repagznent is $21:,500. As the attachment 
tndi.cates, $208,567 is in dispute. The issues (reaso1J4bleness of 
sdaries and reasonableness of pension costs) have been heard by the 
Provider Reimbursement Review Board. I am awaiting the decis:l.on of 
the Board i.n thts case w:t.thDDre than usual interest. Should the 
dea:l.s.t.on go against the government, our abll:l.ty to cope w:l.th the all
Hed:l.care H1IA problem will be damaged. 

As you probably know, th1.s case represents one of the ~irst efforts we've 
made to reduce what appeared to uS' to be "unreasonable" costs by basing 
our .ction on the . .,pea:l.fic language of the statute that compels us to 
pay only "relI.-;::'nable" costs. We've gone into th:I.s knowing it will be 
d:l.~!!iau1.~ :en the absence ofspecifJ.c guidelines. However, as I told you 
in 2'ampa, fI'ili.le I can't always say ~hat :l.s "reasonable", I can at times 
say nth a fair degree o~ certainty what is not reasonable. And it did 
not and does not and will not seem reasonable to me to asswne that a 
HBA operator has more responsibili.ty and should receive more reimburse
ment (pa2"l:i.aularly from public funds) ~ the Mayor of Atlanta, the 
~siont~ o~ 5oo1al Security, or a United states Senator. 

Because newspapiJlj reports of my comments in Tampa and, I believ~ your 
op.!l!ing st;~tement in Miami. i.ndicated I "did not wish to get involved in 
court caf;.(Js because they would be costly", I would like (as a matter of 
persorutl pIide, I supposel) to offer th1.s: 

AS a result of action by th1.s of~ice, the first termination in the 
country of a hospJ.tal' s Medicare participation because of "bad medicine" 
took place. This was in Florida in or about 1970. There may have been 

---~ .. ~----~--~----~----
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~ther tez:ntnati~ns on that basis since but I'm not aware of them. 
er.mtnat~on caused the hospital to go out of business w.btch was a 

blessing. The physici.an-owner MIS indicted; tz.ied c~nv1.cted and 
time in a Federal institution. " 

2 

The 

served 

Further, a case that has recently been turned down for review by the 
:preme Court--a case involving Mt. Sina,i Hospital at Miami Beach and 

me $6,300,000 in overpay.ments--came about as a result: of acti.on taken 
by this office. We hi!!ven't WOil that: one yet (it's back in district 
court for hearing of other i.ssues) and perhaps we won't: win it But 
I ~ compelled to believe that publicity resulting from our refund demands 
an the subsequent court action has had a strong and benefi.cial deterrent 
effect on other h:Jspitals. ~ enough, I'm sure, but certainly some. 

Finally, in the Mi.ami area alone we (BHI) are defendants in eight court 
cases, and plaintiffs i.n at least twelve others. This could hardly 
have come about had I been unwilling to take the Jd.nds of action I took 
knowi.ng some cases would then wi.nd up i.n court. I would add that Tom ' 
Tierney, Director of the Bureau of Health Insurance, has consistently 
supported my efforts, includi.ng my attempts to base action on the 
"reasorutbleness" provision of the statute, even in the absence of the 
preai.se regulations or gui.delines that would be helpi'ul. 

I trust the above narration will not appear unseemly to you. I send it 
along, as I indicated, i.n part because I obviously did not express myself 
well on the subjeat in Tampa. More importantly, it is an attempt to 
s~w !!"U that this Bureau does not act from a base of bureaucratic 
t~mtd~ty but rather--consi.dering the resources available to it and the 
magnitude of the program--from a base of administrative responsibility 
and stewardship. 

Yow: hearings have been most ~eficial, and I hope you will let me know 
fI'ilenever we can help you further with Medicare problems. 

::Zl" ~-; ~. ~a-4 
~hard 
Regio~ Represe~tative 

74-599 0 - 76 - B 
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s:ta.tu6 06 :the OveJtrayme~ 06 Gu£.6 COa.6:t HHA 

The oJUg-tlta1. oveJtpaymel1:t 6M Augw.d 31, 1974 Wa.6 $495,905.00. ThM amoul1:t 
Wah lte.dueed:to $474,049.92 an MaJtc.h 4, 1976 bec.a.u6e a d.L6ctUowanc.e 6M 
-Ila1.aJUj CMU Wah b'.c.oJUtec.ti.y bOAed upOIt a c.ai.endaJt, Jt.a.J:keJt :than nu c.a1. 

yeaJt. 

The oJUg-tl1a1. ovelLpayment 011. :tel1:ta:ti..IJe. .6e.tte.emen:t 6M AugU-ll:t 31, 1975 Wa.6 
$227,781.00. T1U4 amou.n:t wcu. btC;·d~,£tOe.d:to $346,363.00 ah a 1Le..6u£.:t 06 
rJ,i.,6 ctUow,Lltg pelt.6-Lol1 eMU. 

Tlte :to:toJ!.. ovelLpaymen:t, a6:teJt Ite.VU-tol1..6, nOlL bo:th yea.M Wah $820,412.92; 
'c.oUedtol1..6 :tItMugh AplLU 1'976 :to:tal. $418,345.92, leav-tng a balance 

ou;tt, tancU.ltg 06 $402,067. 00 . 

M on JaI1ualty 26, 1976 the ou;tt,:tand-i.l1g oveJtpaymen:t 06 Gu.e.6 COa.6:t HHA 
6M :the. pe.JU.o d eltcU.ng AugU-ll':t 31, 1974 (ltevu ed Mlta1. .6 e.tite:mentl and 
AugU.6:t 31, 1975 (tentative -Ile.titemen.:Cl Wah '$142,059.08 and $346,363.00, 
lLv..pedtvuy. A:t:that time, :the ltepaymelt:t -Ilchedu£.e Wa.6 v..:tabWhed at 
$40,72.2.08 due FeblLtWLy 24, 19.76, altd 11 pa.ymen.:t.6 06 $4"0,700 wUh :the 
6-(ltat paymen.:C due Ja.I1Ualty 2.4, 1977. 

The paymen:t due FebJi_ualty 24, 1976 Wah Ito:t Ite.cUve.d. Olt Maltc.h 4, 1976, 
ah plLev,[oU.6ly men:t,[ol1ed, :the oueJtpa.ymen:t 60lt AugU-ll:t 31, 1974 Wa.6 lte.duce.d. 
ThM lLedudtoYL Wa.6 ba.6ed 011. nUlt:theJt doeumeYL:tatiol1 Jte.cuved nltOm :the. HHA. 
The. :to:tat UabJJ!Lty the.YL Wa.6 lte.duc.ed olton! $488,422.08 :to -$466 ,-56 7.00. 

M a ltv.. uU 0 n :tite pel1cU.ng healt-i.h.g, F lOJUda Blue. CltO-ll-ll Wa.6 -t1t.6.;tJw.cted 
to c.ollect:the Uabilitlj lLv..utting 6ltom audU a.djU,/):Cme.n.:t.6 wfU.c.h we.Jte. no:t 
-tit d.L6pute. Thou -i.:teJn6 -tn cU-Ilpute (pel1..6,[on artd -Ila1.alty a.djU.6:CmeniA l 
ctJ1loun:te.d:to $208,567, leav-tng a ba.tctltc.e. 06 $258,000 (no:t bt con.te.n:t,[ord :to; 
be coUected oveJt a. 12-1l10YL:tIt pe.JU.od. TIU/.. equated to $21,500 peJt month. 

The pa.ymelt,u due by :tIte 29th 06 Fe.bltUalty, Maltc.h and AplLU -i.n the amount 
06 $21,500 each welte. lte.c.uved. TheJte601Le., ;the :ttl:tat out.6tancU.11g de.b:t 
ha.6 been lte.du.e:.ed to $402,061.00 :to date. The uncontv..:te.d CUllOuYL:t lLemMY!hLg 

U $194,000. 

-~ .----~--.-------
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UNITED STATES GOVERNMENT DEPARTM. '~T OF HEALTH, EDUCATION, AND WELFARE. 

Memorandum 
RFGION IV - ATl.ANTA 

TO : Director, Bureau of Health Insurance DATE: May 21, 1976 

REFF.R TO: 
- FROM : Regional Representative, HI, Atlanta 

SUBJECT : Regiona~ Bi-weekly Highlight Report May 22, 1976 - Atlanta - for Two Weeks Ending 

.. X/.-' Contractor Operations' 

We hosted a meeting in Atlanta on Ma .-
personnel, including DDR inv 1 d';Y 1'!,_..l2Z

6 
for ~ntermed~ary 

Florida horne heal th agen~ies 0 ~~. .2n processing claims from 
two-part series for these in;e J.~ w~s the second meeting in a 
fdth provider reimbursement p:::;~dJ.ar~es; the first having dealt ems on March 25, 1976. 

The purposes of the May 19 meeting were t; diSCU--
HHA claims processing, examine-difficult l' ss approaches to 
encourage uniformity so that providers d c a~ms areas, and to 

~~~e~:~) o~e:n=!~!~ren~!:lm=~~~tment fromoo~~ti!~:!m:~~:r~h:~ ;~: 
a number of proble~ areas and ~g was succ:ssful in highlighting 

, , ~n encouragJ.ng unifo -t 1 
;~~~.2~~p~~ts agre:d that the session was very prod~~i;~. Arv! 

mJ. ar meet~ngs for the other intermediaries i h -
both for claims processing and provider 'mb n t e regJ.on reJ. ursement personnel. 

XI. Program Integrity 

~ior~~a~a~ri~n~!7~i!~s1~: U~~yt~d DSt~tes Court, ,Niddle District of 
R ' ,. vans, PresJ.dent of Evans 

c~~~~~a~~~y~~~~~:r1oo~~c~~~~~1;:;eW;;a~~nvicted of three (3) 
Reed sentenced Nr. Evans to three '3) • On M~y 13, 1976, Judge 
years probation, and fined him $lo:ooo:ea~11~;~~~;~~~ent, three (3) 
the sentence were suspended. (4) months of 

lJl."/"~n May 13, 1976 in united States Court Middle Dist .. t f 
~!o~~~:; ~:m~asD~vi1~~~; a 20 count indict~ent (1 consp~~:CyOand 
W'nkl ••• , was returned on the following: Ernest 
~ e, Leonardo W~nkle, Jo DeStefan Al ' has not been set but this c s . 0, an Colmar. A trJ.al date h ' a e ~s expected to go to trial ' J 1 
~ ese ~ndividuals submitted fraudulent bills for a 't ~n u y: 
J.nvo~v.2ng a hospital, an independent laboratory andV~~~;o~r~;t~~rvJ.ces 
servJ.ce~. -

tHE lP E LIMI NATE ~E~mcoCiST;-';;=-;:-;-;-=-:--=~--~ REDUCTION PROGRA~ 

_w __ ~- -- --~ • 
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C. On May 17,1976 in the unitea states District Court for the 
Middle District of North CaroHna: (fvinston-Salem Division), Roy T. 
Campbell (d/b/a Pulmonary Associates, Inc., Winston-Salem, North 
Carolina and Med-A-Rent, Columbia, South Carolina) pled guilty to 
three (3) counts (42 U.S.C. 193,nn(a) (1) misdemeanor) of Medicare 
fraud before Judge Gordon in Salisbury I North Carolina. The remaining 
counts (14) were dropped in accordance with plea negotiations. 
Judge Gordon sentenced Mr. Campbe,Zl to 12 months imprisonment and 
three years probation. 

D. On April 4, 1976 in the united States District Court, Southern 
District of Florida, Harold N. Bernstein, D.P.M. entered a plea of 
guilty to fifteen (15) misdemeanor counts (42 U.S.C. l395(nn). On 
May 20, 1976, Dr. Bernstein was sentenced to one year imprisonment, 
each count, to run concurrently. All of this was suspended except 
for 60 days, which he is to begin serving on June 17, 1976. Dr. 
Bernstein was placed on three years probation. There was no fine. 

I~ate Operations 

With the amount of current interest in home health agencies in 
Region IV, it is interesting to note that Public La~1 94-63, Section 
602-A has made available $3 million to be used as seed money to 
facilitate the development of nel~ home health agencies and the 
addition of new servic~s to existing agencies. Region IV has been 
alloted about 40 percent of the available monies. The funding will 
not be limited to developing agencies in the rural areas but will 
be made available to any area that 1ms a high density of over-65 
population or a high density of medically indigents. Ed Sharpe, 
Chief, Provider'Certification Branch., BQS, has been appointed 
Regional Office Coordinator J:or the grant project. He has recently 
notified State agencies of ~le availability of the funding. 

IV. District Offices & Professional Groups 

We participated in an Intra-Professional Faculty Seminar at Emory 
University here in Atlanta. The seminar lasted 2 1/2 hours and 
consisted of a presentation on Medicare, a presentation on Medicaid 
by the Georgia Medicaid Director, and physicians' vie~s of both 
programs by a leading orthopedic surgeon. A question and answer 
period followed. This seminar is put on by the Schools of Nursing, 
Medicine, Law, Business and Theology, and was attended by about 40 
members of the faculty and graduate schools. 

J.;,,, 0,.),,,-;7/ ,L.'~>r.Ji 
~ ...... ~. , .... - .( 

Douglass 11. Richard 
Regional Representative 

... 

------- .~.------------ --------r---------------------~----------------------------------------------------------~------------------
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Council of Home Health Agencies and Community Health Services 

July I, 1976 

Honorable Lawton Chiles 
United States Senator 
Washington, D, C. 20510 

Dear Senator Chiles: 

The Council of Home Health Agencies and Community Health Services 
has been reading with interest the reports of your recent Florida 
hearings on home h~alth services, 

In response to one news item, the enclosed letter was sent to 
Mr. Gene Tischer, one of the persons testifying at the Tampa hearings, 
I think the letter is self-explanatory, but if you or any member of 
your staff wishes further information, we would like to hear from 
you, 

CHHA/CHS is dedicated to achieVing the goal of ~ health care 
in the home and in community settings. To meet this goal we 
cospon:or, ,with the American Public Health Association, a'voluntary 
accr~dltatlon program for home health agencies and community nursing 
serVIces, Other organizations participating in this program are, 
American Dietetic Association, American Occupational Therapy Association 
American PhYSical Therapy Association, American Speech and Hearing , 
Association, National Association of Social Workers, and National 
Council of Homemaker-Home Health Aide Services, 

We believe that most home health agencies are providing good home 
health services dnd we earnestly hope that the abuses which have 
been identified in a few agencies will not be Seen as characteristic 
of agencies in general. Home health services are an essential 
economical part of the health care system and we cannot afford'to have 
the further development of this sector stymied by fear of abuse. We 
know you are in agreement with this thinking. 

ten columbus circle new york, !leY' york 10019 212-582-1022 
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Honorable Lawton Chiles 
United StateS Senator 

page 2 

s which describe CHHA/CHS ~nd 
I have enclosed some brochure. t the opportunity to di"cuSS 
our programs. We would apprecla e 
this with you or one of your staff. 

Sincere 1 y, 

?;:oa~. ~ Di recto~ 
Depa~tment of Home Health,Agencles 
and Community Health Services 

JEC:LB:cb 
enclosureS: Th i sis CHHA/CHS 11 

S 'II M kes Houseca s 
Somebody ~ I . a h Nurse is Where you Need Her 
~he Community Healt, . s and Procedures 
Accreditation - Po~ ICl 7 a d Guide for Preparing Reports 

h 
d ~:~~e:~aca~e fir Home Health Patients 

Type,Lengt an 
Yearly Review- 1974 lth Care Benefits 
Proposed Models - for Home HeJ~ of Home Health Services 

for The De Ivery 

CHHA/CHS Staff List 

- -.~ .. -------.----~-------~-
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Hay 18, 1976 

Hr. Gene Tischer, Director 
Bay Area Home Health Services 
8s. West Miller Strftet 
Suite 402 
Orl.ndo~ Florida 32806 

Dear Mr. Tischer: 

113 

In the Hlrch/Aprll 1976 Issue of Home Health LIne. It Is reported 
that during recent hearings held by Senator LaWton Chiles on home 
health agencies, your testimony Included a statement saying that 
no salary guidelines are Ivallable and that such guidelines are 
needed. 

The Council of Home Health Agencies and Community Health ServIces 
of the Matlona) League for NursIng, through our Yearly RevIew, has 
col,lected salary Informetlon Inhome and comnunlty health agencies 
sInce the 1920,. The Yearly Review Is an annu.I' survey of polIcies, 
practJces and trends In home and community health agencies. The date 
are collected In AprIl each year from a representatlyeand largely 
IdentIcal sample of offIcIal arid voluntary agencies of all siZes 
throughout the country. (The sample Is not liMited-to CHHA/CHS member 
agancles.) OYer the palt few years prIvate home health ag~ncles have 
been Included but the small number of returns and the Incomplete nature 
of responses did not pe'rml,t Inclusion In the final survey results. 

I am sure you are aware that salary guidelines are set on the basis of 
''what h"~ therefore, the Yearly Reylew does, In fact, yIeld salary 
guidelInes. 

Also Included In the annual sur~ey Is Information on Cost and Charge 
for Home Care-of-Slck Services. A flyer for the CHHA/CHS publIcatIon 
with the 1974 survey results Is enclosed. If you have any questions 
or need further Jnformat~on, please '0 not hesl tate to contact us. 

Slncer.' y, 

(Mrs.) Joan E. Caserta, Director 

Leah Brock, StatIstician 

JEC:LB:cb 
e~l. 

cc: J. Rutherford 
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[Editorial from the Miami Herald, Apr. 14, 1976] 

A.s LONG AS FRAUDS CONTINUE, MEDICARE 'WILL BE UNHEALTHY 

The latest chapter in the Medicare ripoff deals with windfalls of as. much as 
$12.5 million that have landed in the private hands of persons operatmg home 
health agencies in Florida. Once again it is revealed tlu~.t governm~nt's ~tte~l1pt~ 
to provide a social service the peoJ.)le Aesperately need wmd up costmg exorbltan 
sums because of inefficiency and unbridled greed. 

As with Medicare in general, the home health aid pr?gram. threaten~. to topple 
under its own financial weight, perhaps because the pl'lce paId to get rue legIsla
tion through Congress was too high. The lawlllak~rs had to tread gentl:y around 
the medical profession which is capable of throwmg up numerOus barl'lcades to 
govermllent programs' that by any stretch of the imaginat~on could be called 
"socialistic". Such ,programs that do get passed m,ust. ~e deSIgned and execqteq 
on the assumption that all persons in. health and medlCll1e are honest ~nd do not 
have to be watched very carefully. In all of Florida there are but two mspectors 
in the home health field. 

Investigations by Herald Staff Writers J~mes Sav~ge a?d Andy Rosenblatt 
show that the taxpayer is being stuck for lugh salarIes, kICI~backs, free. autos, 
plush furnishings and other non-essential costs like staff ~hrlstlllas pa!tles; As 
one federal official admitted to Florida Senator Lawton Clules at ~ hearmg Mon
day in Tampa, "There is little incentive for efficiency." More amazmg d?cumen~a
tion of the great throwaway is expected to be presented when Sen. ChIles mOHS 
the hearing to Miami May 5. . . 

The entry of entrepreneurs more interested in ~sy mO.ney than m pat,Ient care 
also has threatened to undermine the 10I?g estabhsh~d, smcer~l~ ~:(:h~a~e~! -';l1?re 
competent but less commercially aggressIve comm~ll1ty ag~ncles I.Ike tll", ~ ISItlng 
Nurse Assn. Instead of getting more help to contmu~ domg the:r good Job, the 
traditional, truly non-profit home health care agenCIes are havmg to fight for 

their lives. h'b't' th t f at res of 'Vhat the nation winds up with is programs ex I I ll1g e w'?rs e u 
both socialism and cllpitalism \yithout any of th~ benefits of mth.er system. If 
the system were truly "socialistic", and we certamly are not saymg here th~t 
it should be, it at least would have the advan.tage of being better. ~lanned. If It 
were truly capitalistic, it would be fraught WIth so much c~mpetltlOn tha~ only 
the agencies which offered the hest service at the lowest p1'lce would surVIve. 

Many of its health programs the nation cannot long afford, regardless of what 
labels are put on them and regardless of whether they are response to real needs. 
If they are to survive they will have to be cleaned up .. As a ~tarter the h?llle 
health mess could be improved· by allowing the FBI to ll1vestIgate the ObVIOUS 
fraud in it. The task was wrongly left to HEW and the U.S. Attorney. 

Requiring more honesty is a good policy for any government program, and the 
least the taxpayers should expect. . 

[Editorials from the Tampa Tribune, Apr. 14, 1976] 

GET MEDICARE'S HOUSE IN ORDER 

The national ripoff in Medicare is scandalous enough. What's worse is that 
Congress is doing nothing about it. 

Me!.licare is a creature of Congress-10 years ago. But Congr~ss se~ms ~ot ~o 
know of the soaring costs of treating Medicare patients, the WIde dISpal'lty m 
Medicare charges and outright fraud in ~any instan~es., " 

A Tampa hearing into Medirare practlces by Flol'lda s U.S. ~en. L.a" t?n ChIles 
produce some examples of what Congress should have been mveshgatmg years 
ago: 
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Home-care treatment agencies charge $36 for a home visit by nurses. The 
Hillsborough County Visiting Nurses Association charges $14. 

Chiles reported that in New Jersey a wheelchair costing $168 was rented 
under Medicare for 72 months at a cost of $1,080. 

Tribune reporters Charles HendriCk and Daniel Ruth testified they found 
evidence of kickbacks and doctor referral fees. 
~he reporters also said one medical laboratory's gOing rate for biood tests was 

$12.50, but it gave a $25 rebate to chiropractors for sending patients in for tests 
then billed Medicare $50 for the test. 

The l'eportE:!I;s also told of technicians from one laboratory who gave 50 respira
tory tests, at a nursing home without a doctor's approval. Some of the patients 
were so senile the tube was taped to their mouths. 

In just two years the homecare nursing treatment has mushroomed into a 
$2 billion bUSiness. There are two types of operations in this field-non-profit and 
those which operate for a prOfit. Chiles reported some non-profit organizli
tions charge double and triple the fees paid nurses from community-sponsored 
organiza tions. 

Une I::3t. Petersburg non-profit operation pays $40,000 in salaries to the operator 
and his wife, $9,000 to their daughter and $22,500 to a medical director who works 
four days a week. 

'Ybat was so amazing about the testimony before Chiles was the indication 
that the Meqicare administration doesn't know the intensity of the medical 
charge scandal, obviously doesn't care and is afraid to bring the ripoff operators 
into line. 

One witness, Douglass Richard, who directs the Bureau of Health Insurance
whL h administers Medicare-in eight SOllLheastern States, said it is difficult to 
detect fraud or determine disparities in medical charges. Further, he has only 
six investigators under him. 

Rirhard also admitted his agency is reluctant to take a wrongdoer to court 
because of the high cost of legalbattIes. The most telling admission from Richards 
was that his bureau has no guidelines for judging the efficiency of home-care 
operations. 

If Congress can spend months investigating the FBI and the CIA., surely it can 
take the time to find why Medicare can't get its house in order and stop this dis
graceful waste in treating the elderly. 

[From the New York Times, Feb. 9, 1976] 

MEDICARE AUDIT FINDS RENTAL COST DRAINING FUNDS 

NEW YORK-Because of a loophole in the law, millions of dollars in public 
funds are being spent needlessly for renting medical equipment for sick and dis
abled beneficiaries of the Medirare program for the elderly. 

Senior officials in the Social Security Administration confirm the excess ex
penditUres, but they are powerless to stop it . 

Under the law, they note, individual Medicare benefiCiaries have the choice 
of renting or purchasing medical equipment prescribed for them by a physician 
and authorized by Medicare officials. This has led to such excesses as the following. 

A wheel chair that cost $168 to purchase was rented for 72 months at a total 
cost of $1,080. 

A hospital bed that cost $283.50 was rented for 58 months at a cost of $1,634.20. 
A commode that cost $44 was rented for 22 months at a cost of $286. 
A respirator that cost $396 was rented for 36 months for $1,932. 
Federal Medicare funds paid for 80 percent of the rental cost and the br,mefici

aries paid the remaining 20 percent. 
The rental charg-es, which exceedpd the purchasp prices on some cases bv as 

much as 600 percent, were disclosed in audits of Medicare records in northern 
New Jersey and New York City. 

Copies of the audits were obtained by The New York Times. 
One big problem is that. although the law allows full. immediate reimburse

ment for equipment costing $50 or less, it requires installment reimbursements 
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for anything that costs more. For the Medicare beneficiaries who don't have 
sufficient capital for an outright purchase, the only choice is to rent. 

Medicare officials in New .Jersey and at Social Security Administration offices 
in New York City and Baltimore report that this is a difficulty for thousands 
of people across the country. 

Initially, the Medicare law authorized only the rental of medical equipment. 
But Congress amended the law in 1968, giving beneficiaries the choice of rent
ing or purchasing. No limit was established on rental charges, no matter how 
mudl they in('l'eased. 

According to a contract specialist in the New York Social Securit.y office, the 
law has been an "open invitation" to profiteering among medical suppli.ers. "Why 
sell some:hing when you can rent it for a lot more money?" he said. "It's an 
example of fraud perpetrated within the loophole of the law." 

Officials at the Social Security Administration's office of research and statistics 
in Baltimore agreed. 

Peter Klein, an official in the program-experimentation branch of the division 
of health insurance studies, said the government "has been aware for a long 
time that tllere was a lot of waste, and we're trying' to do something about it." 

All told, $3.2 billion was paid to physicians and for medical supplies and ex
penses under Medicare in 1974. Of this, an estimated $100 million represented 
costs for wheel chairs, beds and other medical devices that the sic]{ untI disabled 
require at hor.1e. 

Medicare officials said there was no way of aC'curately pstimating the pxtent 
of waste involving excessive rental costs, but they said "it obviously involves 
millions and millions of dollars every year." 

Dr. James Kaple, the head of the experimental branch, said the Social Security 
Administration was planning' to conduct a series of pilot programs in fi,'e states 
this year to test new methods of eliminating abuses and waste. 

In any event, officials anticipate that any major revisions will require new 
legisla,ti on. 

According to officials in Kaple's office and to other Medicare experts several 
factors compel bene~ciaries to rent aside from the fact that they Simply cannot 
afford to purchase. 

The proolem, the officials said, begins with the physiCians who treat the Medi
care patients and then prescribe the kind of medical equipment required at home. 
While the duration of some disabilities or diseases is relatively easy to determine 
others are not, and the physicians can offer only an educated guess as to ho,~ 
lon~ a bed or a wheel chair will be required. 

In cases w~ere there~s an unexpected quick recovery, the physician can no 
longer authol'lze the eqmpment, and the government is required nnder the law to 
stop making monthly reimbursement payments, eyen though the patient has al
ready paid in advance. 

Moreover, most patients, except perhaps amputees or persons wilh similar 
permanent afflictions, psychologically tend to reject the permanenC'e of their ill
nes<;es. To purchase a bed or wheel chair, they feel, is to confirm in th!>ir minds 
that they may never get out of them. Renting offers them a psychological 
ad van ta q;e. 

Finally, some equipment, such as respirators, requires continuous maintenance 
that can be guaranteed only if it is rented., 

LETTER FROM: HON. L. H. FOUNTAIN TO HON. F. DAVID MATHEWS 

Hon. F. DAVID MATHEWS, 

CONGRESS OF' THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.O., A1lgust 6,1975. 

Seoretary-De8i,qnate, Department of Health Education and Welfare 
Washington, D.O. ,,' 

DEAR MR. ,SECRETARY.: As I indicat~d in my letter of August 5,,! am writing 
to call to your attentIOn some specIfic problems in HE'W's operations which 
appears to me to call for urgent remedial action. 

As you may Imow, the Intergovernmental Relations and Human Resources 
Subcommittee is reviewing the resources and procedures utilized by the Depart-
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ment of Health, Education, and Welfare to prevent and detect fraud and abuse 
in its programs. In connection with this inquiry, the subcommittee requested 
bacI,ground information in March of this year and held public hearings in April, 
.May and June. 

A formal report on the subcommittee's continuing investigation is now being 
prepared and is expected to be ready in the near future. It is also my expectation 
tl1at the subcommittee wiII give consideration in the near future to the establish
ment of a statutory Office of Inspector General for the Department of Health, 
Education, and ·Welfare. 

The report now being prepared will contain a detailed account of the sub
committee's findings, conclusions and recommendations. However, in view of 
very serious deficiencies disclosed by the subcommittee's illvestigatioll, I thought 
it advisable to write to you in advance of the report to urge that corrective 
action be initiated as soon as posible. 

Since the subcommittee's report has not yet been completed, it would be 
inappropriate for me to try to speak for other members of the subcommitee at 
this time. However, in my judgment, the subcommittee's investigation clearly 
disclosed that: 

1. Fraud and abuse in HEW programs ar@ causing enormous losses and greatly 
reducing the effectiveness of HEW programs. Resources used to combat fraud 
and abuse are so inadequate and disorganized that HE\V officials ha,'e little or 
no reliable information concerning the actual amount of such losses. 

2, According to its charter, as published in the Federal Register, the Office 
of Investigations and Security has departmentwide responsibility and authority 
for policy direction, planning, coordination and management of investigations. 
However, HllHV has not complied with this stated policy. Instead, there evidently 
is an unwritten agreement that OIS shall tal;:e no part in investigative matters 
involving the ,Social SeC'urity Administration, even though SSA programs account 
for more than 800/'0 of aU HE\V expenditures. 

3. The Office of Investigations and Security is responsible for reporting 
directly to the Secretary on fraud and abuse in HEW programs. However, even 
though HE\V programs involve more than 129,000 employees and expenditure 
of $118 billion annually, OIS has only 10 investigators to investigate allegations 
of fraud. Five of HEW's ten regional offices do not have a single professional 
investigator assigned. "Then the subcommittee began its hearings in April, OIS 
had a four-year backlog of uninvestigated cases; that backlog has now grown 
to approximately ten years. 

4. There are thirteen additional professional investigators working for HEW, 
who do not report to the Secretarj'. These investigators are aSSigned to the 
Investigations Branch of the Social Security Administration's Office of Adminis
tration, and work only on cases referred to them by SSA program units. These 
investigators currently have no backlog-primarily because very few cases are 
being referred to them. 

5. Tllere are also a number of quasi-investigative units which report to the 
administrators of some HEW programs. These units do not report to the Secre
tar~', and apparently were established on an individual basis rather than as 
vnrt of a coherent and coordinated overall plan to help provide the Secretary 
with information needed to combat fl'Uud and abuse in HE\V programs, There 
has been little or no coordination between units working on such closely related 
programs as Medicare and Medicaid. 

The subcommittee's report. will unddubtedly go into considerably more detail, 
but I am sure the above points are more than sufficient to illustrate the basis 
for my concern. 

Pending issuance of the ... ·ubcommittt'!e's report, I want to urge that you give 
immediate personal attention to strengthening the procedures and resources 
llsed by HEW to prevent and detect fraud and program abuse, and to suggest 
specifically -that: 

1. Immediate action be taken to make the SSA Investigations Branch a part 
of OIS, thereby bringing HEW's investigative operations into compliance with 
the Department's stated policy. This would also make presently underutilized 
investigative resources available to meet the pressing needs of the Department. 

2. An immediate review be made of personnel and resources being utilized 
for the prevention and detection of fraud and program abuse with a view to 
evaluating Departmental needs and available resources, and taking appropriate 
action to insure a high degree of cooperation and coordination among auditors, 
investigators and program managers. 



/. -

---,-----~ 
---- ,.-----~--......--------- - -------- ------

118 

3. Immediate action be taken to assign at least one qualified investigator to 
each regional office; if necessary, this could be accomplished by transferring 
qualified investigators from program units to OIS. 

I hope these comments and suggestions will be helpful to you. If you would 
like any additional information concerning allY of the matters discussed above, 
please feel free to have the appropriate member of your staff contact the sub
committee Counsel, Mr. Naughton. 

Best personal regards. 
Sincerely. 

L. H. FOUNTAIN, Chairman. 
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