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Dear Mg. CiraitRMax: The Subcommittee on Federal Spen (1)1 g
Practices, Efficiency, and Open Government of the Government t}ll)-
erations ’Committee, conducted investigations and inquiries ZX1nto the
inefficiencies of the medicare payments to Home Health Agencies,
I 1y i florida.
yarticularly in the State of F _ _ _ )
' (It was 01?71' desire to use the Florida situation as a case study f‘;.o holzﬁl
fully provide valuable insight on %he pyob%ems thart‘,o élg\{l% 1311(31%?(131‘11(1511
' 'y with regar the private, nonp g
over the country with regards to ! : : :
care agencies. These agencies are practically self-Ieglllatcg}y and com
pletel§ independent of meaningful guldehraesffor ?ipe.ra. sll?;;tive nd
1 egent need for administr a
The subcommittee found an urgent 1 ] ‘ . anc
i islati ‘er 1 : ' operational areas—clal
tive overhaul in three major oper areas
LS I i ‘ovider audit and reimbursement.
' 1lization review, and provider audit and t
D T at ' f ional act this matter, I am
lcipatl ‘ther ‘essional action in ,
In anticipation of further congr ‘ s tha e by
: 1smitta : i 1 as a committee print the rep
hereby transmitting for publicatior ) I ort 07
the su)ix:ommittee on Home Health Agencies and Medicare payme

Sincerely, Lawron CHiues, Ohairman.
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INTRODUGCTION

The intent and validity of home health care programs is, without a
doubt, a vital and Important 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 considerable concern over the administration of

the agencies. ("oncerns which were expressed by the chairman, Senator

Lawton Chiles. We have disturbing reports about some health care
in Florida involving private, nonprofit home health agencies and
medicare bPayments, 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 somehoyy real costs are hidden in some agency reports
and claims to medicayre,

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

S The tremendous proliferation of home health agencies in the
tate.

Overutilization of services allowed by medicare simply because they
are allowed,

Reports that some medical supply companies advertise in the medja
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 renteq for 72 months at a tota] cost of $1,080.
hospital bed that cost $288.50 wag rented for 58 months at a cost
of $1,654.20—medicare funds pay 80 percent of rental cost,

Although these are berhaps 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 allows for
full, immediate reimbursement, for equipment from $59 or less to a
higher figure. When we consider the fact that the amendment alloyy-
ing $50 was passed in 1968, illustrates that Congress in this respect
hasnot kept pace with 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.

1PFrom Senator Chiles’ opening statement st Tampa, Fia., hearing, dateq Apr. 12, 1978,
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In hearings held in Tampa and Miami, Fla., the subcommittec 4 .
heard from a total of 28 witnesses. The theme remained the same:
abuses and illegalities are certainly present in the program and proper i 5
safeguards are not,! ; . ,

The subcommittee felt that several key and important aspects of f )
the investigation should be developed in the hearings. Those special
areas were: .

(1) The great discrepancy between the “cost of operation” of pub- HISTORICAL PERSPECTIVE
lic and private nonprofit home health agencies. The particular costs ‘
which were most obvious were skilled nursing care, nursing aide care,
administrative salaries, pension plans, et cetera. , The growth of private, non-profit home health agencies

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

(3) The overutilization of home visits by private, nonprofit home L e NeES T -

health agencies often to the detriment of the patients involved. The ‘ of Agencies Average

investigation by subcommittee staffers turned up instances where | eligible for . ggf:t

many patients were forced to turn to public agencies after being | Yeax —payment Amount

dropped by the private agencies after their allotted medicare visits { 1969 51,7032 ‘

had been exhausted. | - 1970 5 151205?33:% $§2
(4) The overutilization of durable medical equipment to the ex- | ig;% 1,066,902.54 57

tent that many times the original cost of the item has been greatly 1973 1,442,167.28 - 67

exceeded in the payment of rental fees. 1974 g'gig 'ggg gg 179,

o . . . ' ’ . 179

(5) The steady proliferation of private, nonprofit home health 1975 82 22,900,369.61 226

agencies in Florida because of the ease involved in the establishment *45,217,000.00 *450

of such an agency.

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

(7) The deliberate evas:on 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 DME dealers customarily forgive the 20 percent
co-pay and instead turn it over to the private, nonprofit home health
agency “for doing the necessary paperwork.”

(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 BHI regulations.

(9) The self-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

*

{
|
|
g 1976 *220
i
I
i

Committee's projection based on mid 1975
: 1 growth patter
and the implementation Florida licensure proceduzes. ne

i om

2 Remarks from Miami press ‘onference, May 5, 1976.
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Most of the pre~1973 home health care agencies were County
Nurses and Visiting Nurses A-sociations. . These agsociations
imi - W
operated under an organization similar to the example belo
i dith Travis, R.N.
s the testimony of Ms. Ju R. N
(Eiﬁiﬂtiiﬁ"nirector of Hi}lsborough Cgun;zgsavi;igtgga)
Nurses Association - April 12, 1976 in pa,

TABLE OF ORGANIZATION

VISITING NURSE ASSOCIATION OF HILLSEOROUGH COUNTY, INC.

visiting Nurse Assoclation
Board of Directors

............... Medical Advisory
Medicare Professional Personal |-~ gxecutive Director | -== Commitres
edic
Advisory Committec T TN,

gaster Seal Clerical Staff
ster

F.T, 0.T. ST.

‘R.N. Supervisor

professional Staff

! _-___J—-\E_—i;_—ﬂ

May 1, 1974

e

T

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 froﬁ
Medicare and Medicaid and the United Way or other community
orientéd contributors. The central point is that the public
non~profit home health agencies do not get 100% funding from
medicare and medicaid, in fact, the average for federal funds
received hy VNA's range from 59% to 84%.

The hearings in Tampa and Miami explored the health care

problems and solutions of VNA's in testimony from several directors

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

in this report.
Many of the private non-profit Home Health Agencies have

a structure such as the one listed below:

/{BOARD OF DIRECIORS - EXECUTIVE OFFICERS |
1

[MEDICAL ADVISORY BOARQI CHIEF ADMINISTRATIVE 0FFIGE.R|\;

Y

PARAMEDICAL DIRECIOR}—EXECUTIVE DIRECTOR]

{MEDICAL DIRECIOR)*

|NURSING DIRECTOR 4
/, MEDICAL SOCIAL SERVICES 7 v
i 7
. PHYSICAL THERAPY SERVICES
NURSING SUPERVISOR| 7 :
39— OCCUPATIONAL THERAPY SERVICES
FIELD NURSES : 7
SPEECH THERAPY SERIVICES v
HOME HEATH AIDES - -

-
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Testimony given on May 5, 1976 before the subcommittee by Mr. | ‘
Robert Wilson, associate directer of the Health Planning Council, Inc.
of West Palm Beach, discussed the proliferation of private nonprofit
Home Health agencies thusly: ‘

The growth of these types of agencies is illustrated by the testimony
of Mr. Paul R. Meyers, vice president of medicare, Part A: Affairs
for Blue Cross of Florida before the Government Operations Subcom-
mittee on Federal Spending Practices, Efficiency and Open Govern-

ment in Miami on May 5, 1976—Blue Cross of Florida acts as the medi-
care “A” intermediary for 208 hospitals, 29 skilled nursing facilities
and 64 home health agencies.

Specifically, Mr. Meyers stated:

Regulations have been forthcoming relating to compensa-
tion of owners of proprietary hospitals and skilled nursing
facilities, and to the profit which may be considered as rea-
sonable and reiinbursible under the medicare program.

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

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

Until about 3 years ago, almost all home health agency
services were provided by visiting nurses associations and
county or city health departments.

They were reimbursed under the medicare program on the
basis of reasonable costs and the reasonableness of adminis-
trative salaries was not an issue because these were generally

_determined m the marketplace.

If an item of cost would seem to be unreasonable or not
allowable the provider simply met that cost with revenue from
nonmedicare patients.

To the extent that the allocations of costs between medicare
and nonmedicare patients is done equitably, there is little
tault to find with this system.

During the last 3 to 4 years, a new 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-for-profit, have all the
aspects of entrepreneurship.

They normailly are controlled by one person or a very small
group of persons who hold the top administrative positions,
such as executive director, administrator, director of nursing
services and sometimes medical divector.

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

As is readily apparent, there is great potential for the pay-
ment of apparently unreasonable salaries to those persons con-
trolling the organization. We have observed pension plan
contributions amounting to as much as 25 percent of the
employees’ salary for this type of home Lealth 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 exist.

Wi

N

I S
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Proliferation of home health agencies

The second problem concerns the proliferation of home
health agencies in Florida. Reports indicate that at the end of
1972 there were only 29 medicare-certified home 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 dollars, it produced an environment which allowed
many persons to feel they had found their pot of gold. People
from all walks 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 nursing home
progran.

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 designated planning agency at the
State level with appropriate input from the local health sys-
tems agency. Public Law 92-603, and in particular, section
1122 of the Social Security Act, established this mechanism.
Although 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 last 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 agency. It is ironic that proprie-
tary home health agencies were the most vocal in support of
the licensure law so that they could participate in the medi-
care program. While a statement attesting to the need for a
home health agency as required by the State licensure law is
good, it does not have the same effect as the certificate of
need required under Federal law.

Under current regulations, home health agencies must be
certified annually 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. We 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. Extending this function to include home
health agencies funded by tax dollars, would 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 application for their health
service area in regards to determining need for the home
health agensy prior to annual certification by the State
agency.”

e,

gy,

PRIVATE, NONPROFIT AGENCIES—A CLOUDY
DEFINITION

The subcommittee heard testimony that the term generally used to
describe agencies that are considered nonprofit are usually supported
by public moneys to assist the established institutions in dealing with
indigent clients. A most important consideration is that the nonprofit
corporation does not accumulate capital, does not make investments,
does not provide services for the expressed intent of making money.

Private, nonprofit home health agencies have generally engaged in
the kind of practices that have caused some doubts about whether they
should be classified as “nonprofit”.

. Itn {che hearing in Tampa on April 12, 1976 Mr. Douglass Richards
stated :

IRS tax exempt status

Proprietary organizations may participate as HHA’s in
medicare 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 questionable cases of tax exempt status
where there are high salaries or other high administrative
costs that are out of line with the services 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 examniine. They have also recently uncov-
ered situations where HF{A’s may be incorporated as “profit-
making” entities in Florida and have illegaily 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
Ktzioni 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 ve de-
coupled from the rises and falls in the output and income of
the corporation. This, in turn, allows them to concenirate on
the pubiic 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 other is basi-
cally avoided by paying the trustees and stafl salar.lels), V\gl.ge%,
or fees not dependent on the client’s payments, and by 1sat-
lowing compensation for ownership and capital 1nv?stmen‘.
This is the reason these corporations have no stoclxholde{ S
and pay no divid(zpds, and their trustees recelve no or onty
1 ompensation. . .
nogltlllll'a}:ecntrzlll thesis is that existing laws and regulations
governing not-for-profit corporations are insufficient tq safe-
guard the underlying legitimate purpose of these .c01p01g-
tions. For instance, the HEW guidelines for not-t‘or-pr‘oﬁi:
corporations; eleborated over 65 pages, define a not-io_r—plq] t
corporation as one “* * * which is not organized primarlly
for profit and which uses all Income excpedlr)l’g costs t‘o main-
tain, improve, and/or expand its operations. The term pm;
marily” leaves open the door to proﬁtn_m‘l::mg (if it ;T no
“primary”) and the quigtlon, hot\\; much is “not-primarily”—
-cent, 20 percent percent o
10’%‘)1%’0 this anlqbiguitgr 18 §1ot a hypothetical one 1s illustrated
by the following case: in Anatecg’ Lineal Inc., 1948 vs. U .St.
366 F. Supp. 118 (W.D. Ark. 1973), a Federal district cour
ruled that a commercial pathology laboratory was a not-for-
profit corporation for Federal tax purposes, because aside
from its highly lucrative pathology services to various }}osi
pitals, it provided training to high school and medica
students. o
The Georgia code states “ ‘nonprofit corporation’ m(_aangba,
corporation no part of the income or profit of which is distrib-
atable to its members, directors or officers.” [Georgla Code,
Ann. No. 22-2102(a) (1970).] As we see it, the ntentions
of those who formed the corporation is not a sufficient cri-
terion, as even if their purposes were pure of any profit con-
siderations, later they—or those who succeed them—may
change their minds. However, the main difficulty is with the
phrase “no distribution of income.” As the staff is being paid
and not working as volunteers, if is necessary to determine
where tlieir income is a reasonable compensation for work
" or services rendered. and where it exceeds this level and be-
comes but a veiled 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 benefit of any private shareholder or
individual.” The notion of a net as definition of profit, as
derived from the difference of expenditures and revenue, 18
porrowed from profitmaking corporations. In a not-for-profit
corporation, illicit gains are made by the staff and trustees,
we shall see, when expenditures are S}naller, equal to, or larger
than revenues—even when there is no “net” at all. Our
definition attempts to get at this matter by defining explicitly
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-

e A T T o
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sonable and customary fees, salaries and fringe benefits. To
put it differently: while the existing definitions cited above
are “exclusive” or “negative” in the sense that they character-

ize what may not be done, ours is “inclusive’ or “positive” in.

the sense that it defines which allotments are proper. Of
course the two definitions may be combined.

A 1959 survey of 2,434 American hospitals found that ap-
proximately 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
hospitals surveyed were paid a percentage of their depart-
ment’s income. A 1972 survey, 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 gen-
eral to be more lucrative for the specialists than straight sal-
ary or, in some cases, fee-for-service, The follewing 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 radiojogist

. Percentage of met. . e $47,000-§67,000  $47, 000-367, 000
. Percentage of gross 47, 000-67, 000 26, 000-46, 000
. Strainght salary_____ . 26,000-46, 000 26, 000--46, 000
. Fee-for-service - 125, 000 47, 000-67, 000

N —

10r less.

In addition, it is not uncommon for specialists to draw a salary from
one not-for-profit corporation while providing services on a “conces-
sion” basis to several others.

A recent General Accounting Office study of compensation
arrangements for pathology and radiology specialists at 17
hospitals in Washington, D.C. and Missouri 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.

Why do we hold that these arrangements, known in the for-
profit corporations as “profit sharing,” are incompatible with
the basic concept of not-for-profit corporations? Because as
long as the income of the staff 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 or her income. Overutilization tends to result, caus-

i
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taxpayer, and unnecessary health risks which medical inter-
ventions entail.

When the income of the staff is tied to provision of fewer
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 organizations’
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
same persons (or their kin) appear on both sides of the trans-
action, once as the staff or trustee of a not-for-profit corpora-
tion, once as a profitmaking provider of goods or service to
the other side (the not-for-profit corporation).

In 1972 a number of practices of this sort were reported in
Washington, D.C.’s largest not-for-profit hospital, the Wash-
ington Medical Center. A member of the administrative staff
in charge of data processing had decided that the existing
facilities at the hospital for billing, keeping track of patient
records and accounting through the hospital’s computer were
inadequate. His solution was to hire an outside for-profit firm
to furnish these services, and selected one he had started him-
self—with the help of a $50,000 deposit from the hospital.
The hospital administrator received stock in the new company
free of charge; five other top administrators of the hospital
bought stock at $1 a share. Following public disclosure of
these relationships, most of the administrators disposed of
their stock. In 1974, however, when the General Accounting
Office included the Washington Medical Center in a review
of self-dealing transactions in 19 hospitals, it found that 4
hospital officials and several relatives of another official owned

stock in the same 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 membey of
the hospital’s action committee. The GAQO also found that it
was not until mid-1973 that the Washington Medical Center
requested competitive bids for computer services. According
to the hospital administrator the other bids were not. compar-
able with the present firm’s services for a number of reasons,
thus the hospital decided to continue retaining the firm’s serv-
ices for 12 to 18 months during which time a “more specific

“request for bids would be developed.” The GAO report con-
cluded that the overlapping interests of the hospital officers
with the firm were likely to continue to give the firm an ad-
vantage over potential competitors.

In addition, at this same hospital, the official in charge of
managing the institution’s finances placed hospital funds in
an interest-free account at a bank where he was vice presi-
dent. The hospital’s account balance is reported to have gen-
erally hovered around $1 million, sometimes going as high as

Se—
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$1.8 million ; a conservative estimate placed the hospital’s an-
nual loss of interest because of this account at $50,000. That
hospital staff gained something from these transactions is

suggested by the fact that the hospital’s administrator ad-

mitted this bank had lent him money at a low interest rate.

More recently, medicare officials disclosed that millions of
dollars in Federal and private funds entrusted to Blue Cross
and 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 provide its staff or officers with un-
reasonable and uncustomarily high fees, salaries, or fringe
benefits. In principle, income is not a violation of the not-for-
profit concept, and as it is rather difficult to establish what
i1s proper and what is exaggerated compensation, this area
i1s rather difficult to regulate. Attention must hence focus
on those situations in which the income provided is manifest.

One such example is a hospital paying for the poetry and
drama lessons of the physicians’ children. No reasonable per-
son would define such fringe benefits as typical, common or
legitimate. That a not-for-profit hospital can provide such
benefits is ironic: this case involves New York City voluntary
hospitals that have contracted with the city’s municipal hos-
pitals to be paid for providing the municipalities with such
services as physician and nursing assistance and laboratory
work. These affiliation contracts were entered into by the city
because it could not attract the needed qualified personnel fox
its own hospitals. By paying the voluntaries, however, they
are perpetuating the problem, since the voluntaries use the
contract money to pay for the education of doctors’ children
and for poetry and drama lessons, terming these fringe bene-
fits. Thus, the city is paying the voluntaries because it cannot
attract good personnel, and the voluntaries use this money to
attract the personnel via benefits the city cannot match.

The ambiguities of the law and regulations concerning not-
for-profit status of a corporation ave illustrated by the trial
and appellate decisions in American Automobile Association
vs. Bureaw 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 1t dis-
tributes to its members. The court held—525 P. at 932—that
“Profit does not necessarily mean a direct return by way of
dividend, interest, capital allocation or salaries. A saving of
expense which would otherwise necessarily be incurred is also
a profit to the person benefited.” However, the New Mexico
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 was not 1‘)‘1‘0ﬁt S0
that any benefit conferred upon its members was “wholly
irrelevant.” As we see it, a third position seems worthy of
consideration : some benefits to members are not, prima facie,

—— e
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evidence of profit, as of course salary is not. However, unrea-
sonable and uncustomary benefits are, because they are but a
differenit form of what in effect amounts to sharing 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 what reasonable and customary sal-
aries are isdllustrated by court cases which have on a number
of occasions disallowed salaries and fringe benefits in part
because they failed to satisfy criteria of reasonableness. While
the only cases we 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.

15

 SOCIAL SECURITY ADMINISTRATION
Office of Research and Statistics

PARTICIPATINC HEALTH FACILITIES UNDER MEDICARE:
NUMBER AND TYPE OF FACILITIES BY STATE,
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 ddministrative 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
certification forms completed by State agencles and regional.
offices. The figures reported reflect information from these forms
recorded in the master records in Baltimore as of the middle of
June 1975

Division of Health Insurance Studies
Program Statistics .
August 1975 : RS:H-1
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RIGHLIGHTS

1. The table below shows the changes in the number of providers/suppliers
of services participating in the Medicare program between June 1974

and June 1975. Figures are shown separately for each type of provider,
The number of beds located in facilities are also shown, where applicable.

N AN N

] Facilities.
Type of préviéer June Septembér Depembér March June
1974 1974 1974 1975 1975
Hospitals 1/..... 6,733 6,721 6,707 6,727 6,773
Short-stay......... 6,102 - 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 o
facilities 1/...... 3,952 3,813 3,892 3,890 3,932
Home health . S . ’
agencies...... PN 2,248 2,237 2,254 2,262 2,242
Independent .
laboratories....... 3,029 2,952 2,99% 3,024 3,048
Qutpatient physical T
therapy..cecececess 116 108 115 "113 | 117
Portable X-ray....... 113 121 131 131 132
Bedsb
Hospitals.....ec..... | 1,143,664 | 1,139,062 | 1,132,435 | 1,137,935 | 1,140,395
Short-stay..eeeces.. 882,496 884,693 884,187 826,032 901,757
Tuberculosis....... 11,303 10,616 9,211 8,086 6,823
Psychiatric........ 215,513 211,822 206,663 201,165 198,802
Other long-stay.... | 34,352 31,931 32,374 32,652 © 33,013
Skilled nursing
facilities..cevvesee 294,000 287,201 289,416 286,077 287,479

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
Beds in psychiatric hospitals continued to

decreased by 3,300.

A e,

e

decrease substantially--a net loss of 16,700,
increased by 5 but showed a substantial gain (19,300) in the number of
certified beds, Net losses of 20 skilled nursing facilities and 6,500
beds were recorded between June 1974 and June 1975.
home health agencies showed a net decrease of 6, while the net number
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of participating independent laboratories rose by 19,

Short-stay hospitals

Participating

3. In June 1975, 176 hospitals were certified on an interim basis4

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-

A standin

Region Transplant Dialysis dialysig
facilities facilities facilities
All regioms...... 176 607 136
Boston.....c.oveenene 12 35 5
New York........vouvvus 28 87 8
Philadelphia......... 20 77 18
Atlanta........ ieseeae 21 72 36
Chicago..eeeveeennnn. 39 110 14
DallaSs.....cvuuus. e 16 76 18
Kansas City....... e 12 36 4
Denver.......... e 2 26 2
San Francisco......... 23 76 28
Seattle..... eersesnas 3 12 3

4. Detailed State data on the number of
are shown in general tables 1 and 2.

providers/suppliers of services
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Table 1.-~Number of participating hospitals and beds, by type of hospital, region, and State, June 1975~~Continued

Tuberculosis

E

o BRSNS AT

Region and Short-stay Psychiatric Other long-stay
State Hospitals |' Beds-: Hospitals Beds Hospitals Beds Hospitals Beds
TOWA. esessnoresssnssonns 140 14,707 1 93 5 1,459 25 1,002
KansaB..veioeaseses ceene 152 12,190 1 40 . 5 2,177 27 904
MiSSOUTLeeuvenernronssns 157 25,539 -- -- 10 %,801 8 931
Nebraska.....veoevendoes 103 8,090 - -- 5 658 13 596
Denver regici...vesseaes 315 25,467 - - 8 3,351 8 546
Colorado....iceessvsnnns 79 9,889 - -- 4 1,559 332
Montana...... c.eeeeecess 60 3,477 .- -- 1 124 -- --
North'Dakota............‘ 53 3,473 - - 1 943 2 162
South Pakota.....veessa. 59 3,465 -- —- -- - 1 52
Utah....... feresesseas .o 37 3,551 -- -- 1 357 - -
Wyoming...cooevecancases 27 1,612 -- -- 1 368 -- -
San Francisco region.... 648 | 91,762 2 274 b4 12,459 15 4,892
American Samoa.......... 1 145 - -- -- - “- --
Arizona/.....ovenneioan, 59 7,759 s -- 3 1,080 - --
Caiifornia.............. 544 78,815 2 274 38 10,554 11 4,629
Guam. ... ee000nse sessoses 1 - 236 - -~ -- - -- --
Hawail.......cocovecenos 22 2,178 -- -- 1 350 4 263
Nevada.ceesoveroooonsass 21 - 2,629 -- .- 2 475 a- --
Seattle region.e.csceesss 256 | - 22,812 2 160 11 3,845 27 59
Alaska......oveveenss e 21 . 833 -- -- 200 “- --
Idaho..,... ceesessesases 46 2,548 -— - -- - -- -
Oregon...oiveecrnansaces 78 7,793 -- -- 5 1,734 2 59
Washington....ii.sv0uvves 111 11,638 2 "~ 160 5 1,911, t- --
¥ @ L] 4
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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

Qutpatient

. Home
Region and facilities Independent . Portable
State heal?h laboratories physical 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.....,... v 130 11,680 87 58 7 6
Maine........ cetrer e 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....iveeesounsens 21 820 16 2 -- --
New York region......... 487 55,298 182 400 6 15
New JerSey..ceeeeresanss 125 9,249 44 112 2 4
New York......... eranes 357 45,690 124 240 3 11
Puerto Rico........ .o 5 359 13 48 1 -
Virgin Islands.......... - - 1 - - --
‘Philadelphia region..... 319 22,548 253 268 13 5
Delaware....oceeveeesess 11 632 6 10 1 --
District of Columbia.... 5 641 3 4 -- -
Maryland........... veaes 67 5,490 26 70 1 -
Pennsylvania......... - 172 12,569 101 143 7 5
Virginia...... e dae e 36 1,498 99 30 2 --
West Virginia.......... . 28 1,718 18 11 2 --

61
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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--

Continued
Skilled nursing : ‘
Region and facilities Y??TEP Independent Ou;p:gi:;t Portable
State et laboratories Py X-ray
Number Beds agencies therapy
Kansas City region...... 13i 6,140 144 108 2 -
TOWB e treeevnraennernenns 32 915 64 14 1 -
KansasS.e.oveosceroncosas 29 1,564 34 23 - --
Missourl....eevvevesanas 55 2,855 34 64 1 --
Nebraska....veuveveaosas 15 806 12 7 -- --
Denver regioNe..coveesss | 117 5,573 89 83 8 1
COLOTAAO e e evnenernnnse 62 3,772 29 39, 6 --
Montana..ceossasecoconss 26 870 10 7 1] -
North Dakot@....ecevea.. 3 46 9 9 -- --
South Dakot8...cs0v0eess 10 326 21 6 - --
14 -2« F 14 431 -9 18 -- 1
WYOmMing.eeeveeoeosnosons 2 128 11 4 1 --
San Francisco region.... 988 81,970 107 839 8§ 62
American Samoa......ce.. ~-- -- -- - - -~
Arizona......eeeseeanaen 19 1,000 11 48 2 3
California......:ce0oena 933 78,895 88 754 5 58
GUAM. v e venoevsvanosansns 1 33 1 -- -- -
Hawali...veeevavncoansns 16 1,413 ' 4 17 -- 1
Nevada...eeveorvennveanee 19 629 3 20 1 -
Seattle regiol.......... 173 7,010 57 112 1 3
q [ Y ¥ -
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Table 2.--Numbex 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 :
Region and facilities Home Independent Outpatient Portable
health X physical :
State acencies laboratories i X-ray ;
Number Beds g erapy }
Atlanta region.......... 583 35,590 429 273 22 8 !
ALabama. .. .ovnerrinnns. . 89 5,372 70 18 3 -- ;
Florida...... R e 146 9,185 42 123 11 7 *
Georgia. . ovvieerverenens 47 2,787 16 32 2 1
Kentueky.....ooovvenioen 84 5,289 40 36 -- .- ;
Mississippi...vveuevnn.. .o 19 755 89 15 2 - [
North Carolinma.......... 89 6,086 61 11 1 -- ) '
South Carolina.......... 71 4,733 15 15 §. -~ -- b=t
Tennessee...... cereanan 38 1,383 96 23 3 -- :
Chicago Tegion.......... 747 46,663 390 483 31 25 :
TL1EN08S . essannanarnnns 173 7,919 81 202 10 9 ’ T
Indiana.....ivevvvsvensos 108 5,189 29 35 4 -- >
Michigan,........eeeus.. 144 11,906 48 115 3 7 8
Minnesota...v.veeeeoases 83 4,301 61 15 4 3 .
Ohioi....... chcecasanana 183 14,229 103 97 7 2
Wisconsin......oevvevens ‘ 56 3,119 68 19 3 4 : .
Dallas region........... 83 5,481 257 273 , 15 2
ATKanSaS....iceveonranas 10 557 78 11 1 -- j
Louisiana........ cebenan 11 1,127 74 35 3 -—- *
New MeXiCO.u.vveerananns 7 323 7 25 2 1 i
Ok1ahoma. .. evsrrunnsnn. 7 43¢ 51 47 1 -- ,
TeX8S.ass.. et iseseenaus 48 3,040 47 155 8 1 :
1
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Table 2.--Number of participating skilled nursing faclilities and beds, home health agencies,

laboratories, outpatient physical therapy, and portable X-ray services,

independent

by region and State, June 1975--

Continued
Skilled nursing
Region and facilities hHome Independent Outpatignt Portable
State ealth laboratories physical X-ray
Number Beds agencies ‘therapy
Alaska.....covvvvrunnn. 4 166 1 2 1 -
Idaho.....vevenrnnennes 28 1,588 9 6 -- --
Oregon..covvcessovncenn 51 2,150 25 41 -- 1
‘Washington............. 90 3,106 22 63 -- 2
¥ * € ‘w
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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. We have on the cther 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 per visit.

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

Mzr. 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 May 5,1975:

Dr. LeoNe. Yes, I refer them (patients) to my agency, as
I would eat in the same restaurant that I own if I know what
I am doing is good.

Senator CuILEs. Well, when you eat in a restaurant that
you own, you are not using taxpayer dollars.

Mr. Paul Meyers expanded on that particular aspect of the “busi-
ness” when he stated :

There is one further aspect of the operations of the private
not-for-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. When 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 noncovered services or costs. Regula-
tions or possibly legislation are needed.

e



ILLEGALITIES AND IRREGULARITIES

' i i i g and ille-

The most revealing testimony concerning outright fraud an
galities was dealt with in the first of the State hearings in Tampa,
Florida on April 12,1976. . .

Two excelllent im;estigative reporters from the Tampa Tribune su}b-
mitted testimony in the form of news articles as well as orally. The
news items carried prime examples of the type and kind of frandulent
action that Mr. Etzioni and Ms. Doty wrote about in their report.

Specifically, Dan Ruth and Charles Hendrick were concerned about
(1) kickbacks and referral fees being paid to doctors out of medicare
funds and (2) obvious lack of controls on medicare funds to home-
health agencies. ) )

mf{utlhaan Hendrick clearly outlined the problems in news articles
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 24, 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.

(8) 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. Winkle. It was alleged that Winkle
was president of Medicine In Motion, Secretary-Treasurer of F. & W.
and a top level employee of Feegal and Howard labs.

(4) That Mr. Winkle’s background in other States, should have 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. :

(8) In at least one instance, respiratory function tests were per-
formed by F. & W. Corp. emnloyees 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 Medicine In Motion employees
examining patients and employees of nursing homes.

(5) Medicare officials have made demand on Winkle, as president of
Medicine In Motion 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 New York and New Jersey after
gxedicare agents said they found “gross abuse” in operations of the

rms.
The Tribune story further stated: “Osteopaths and chiropractors

who said they promised payments or who had received them called
the referral plan ‘an attractive provision’.”

Basically, the plan worked thusly:

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 a medicare claim form. The doctors would then be free to
order as many clinical tests as desired without concern for cost. All
the billing would be handled by the firm. The firm then bills medicare
for cost pus profits and submits payments to the doctors to cover their
services to the patients.

The plan was called 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
was a kickback and as such was disallowed under section 1877(c) of

the Social Security Act.
Section 1877(c) is as follows:

Whoever furnishes items or services to an individual for
which payment is or may be made under this title and who
solicits, offers or receives any: (1) Kickbacks or bribes in
connection with the furnishing of such items or services or;
(2) rebate of any fee or charge for referring any such indi-
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 or 1 year in
jail upon conviction of the misdemeanor.

The medical doctors, osteopaths, and chiropractors were led to be-
lieve that they would receive rebates from the labs amounting to twice
the standard fee because of the high rates the labs would charge

medicare.
From early 1974 until mid-1975 the three firms submitted medicare

claims totaling approximately $227,000.

On August 25, 1975 the followup story by Tribune reporters stated
that at least 21 Tampa area medical men were involved in the referral
fee scheme. Although some of the chiropractors, osteopaths, and med-
ical 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 discovered that the
firms who hatched the scheme for referral fees had also participated in
an unauthorized testing of patients at a Tampa nursing home. The
patient’s cloctors were not informed of the test, did not desire the test
for their patients and did not authorize the test.

The unauthorized testing scheme produced gross billings to medicare
for approximately $48,979.

_The intermediary could offer little explanation as to why the inhala-
tion plan was adopted.
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ation by the reporters expanded to include
The focus on home health care agencies
ariance on charges per visit between the

The scope of the investig
home health care agencles.
involved the great degree of v
public and private agencies. . il

The problem concerning overutilization in the Stqte was vividly
demonstrated by figures submitted in the November 30, 1975 article
in the Tampa Tribune. o ~ o

Figures show for 7 months of this year that 27 nonprofit firms made
t of $9.1 million.

358,908 visits to 28,130 patients at a cos ) .
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 that VNA’s and county
nurses averaged about 5.9 visits per patient while the private nonprofit
home health agencies averaged 13.1 visits per patient. This problem

will be explored later in the report. . o

The Tampa Tribune investigation added fuel to the investigation
started Ly the subcommittee, probably prompted action by the medi-
care investigators and led to grand jury action by the local U.S. attor-

ney and other officials. _ . 1
Because similar allegations concerning referral fees, rebates anc

kickbacks were raised in other sections of Florida as well as other sec-
tions of the country, the subcommittee felt the report from articles

appearing in the Tampa Tribune would be of immeasurable illustra-
tive value. o

Allegations surfaced in Miami, Cocoa Beach, Fort Lauderdale, West
Palm Beach, and Hollywood. Nationwide, the allegations have sur-

taced in Los Angeles and Chicago, as well as other areas.
Subcommittee investigators were able to answer inquiries from news
reporters and law enforcement personnel which could be helptul v
their successtully apprehending persons engaged in this practice. .
In testimony submitted in Tampa, Mr. Richard gave a breakout of
the cases under investigation by the Bureau of Health Insurance re-

gional office:
Information on investigative activities in program evaluation
I. Total fraud cases, all categories: regionwide, 463 ; Flor-
ida, 278; percent of region, 59; Miami, 190; percentage of

Florida, 62. _ o o _
II. Cases identified as having investigative potential: re-

gionwide, 117; Florida, 65; percent of region, 56 ; Miami, 56;
percentage of Florida, 86. _ . . _

IIT. Cases actively being investigated: regionwide, 18;
Florida, 13; percent of region, 72; Miami, 10; percentage ot
Torida, 77. o

IV. Cases pending with U.S. attorney for criminal prose-
cution: regionwide, 22; Florida, 11; percent of region, 50;
Miami, 6; percentage of Florida, 55.

V. Total fraud receipts in calendar year 1975: Region wide,
793 ; Florida, 413 ; percent of region, 57; Miami; * percent of

Florida.t

1 Figures not available.
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VI. Number of investigators in region IV and State
assignment:
MAAM e oo oo m s — %
Remainder of Florida and North Caroling e emoemmmvsmmmemee !
Georgia and Mississippi_._ ____________________________________ 1
Alahama and South Carolind oo oo !
Tennessee and KentueKy - oo mmm oo cm e mmm e e
MTOtal e e m e m 6

N y 3 restigators do, you

NorE.~—In commenting on the volume of work these six inv e'st
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sonsume a predominant portion of each inve 3 X ‘
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several weeks—to the exclusion of everything else

Overutilization—Abusive practices in home health care agencies
(private, nonprofit)

The problem of overutilization was perhaps the most common abuse
cited by home health care personnel in 1nvest1gat1ve.1nterv15\\"§,. as
well as the practice perhaps most difficult to substantiate accord m'g?;
to Mr. Paul Meyers, vice president of Blue Cross of Florida. (P. 7,
8d paragraph.

° “%hel% ispcoznpetition for patients and we have heard many allega-
tions concerning how patients are gotten: We have head of alleg_atlonﬁ
about the solicifation of doctors and hospital personnel for patl‘e‘snts.

The most illustrative testimony concerning the problem of “over-
atilization” was submitted by Ms. Delores Wennlund, representative
of the State Department of Health and Rehabilitative Services.
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STATE OF FLORIDA

DEPARTMENT OF Reubin O'D Askew, Governor

Health & Rehabilitative Services

1323 WINEWOOD BOULEVARD TALLAHASSEI.':, FLORIDA 32301

Senator Chiles, members of the committee, and others, I

wish to express my appreciation for the opportunity to address
you.

Prior to the enactment of the Title XVIII Medicare Act,
home health services were delivered almost exclusively by
voluntary or official nursing agencies and sométimes a combina-
tion of both. BServices 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 mutuwally 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 agencies by fees, graded according
to the ability to pay, contracts with third party payers, e.g.,
Veteran's Administration, and contributions and 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 cut 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

IR



i

- - = - -

30

i
1
¢
i
H
i
!
L

reimbursement, 12 Visiting Nurse Associations, and 6 private
non-profit. 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).

Cemplaints 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 solicitation of
patients and physicians, abandonment of patients after benefits v
were exhausted or referral of these patients to a voluntary or !
runlic agency for free care, and that patients and families were
«*{ 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).

> ...

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.

the home health aide from the homemaker. Misconceptions were
preva}ent and there was some resistence to 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 whersver - {
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.

!
4
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First, we had to differentiate the services and training of %
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Qualifications of staff and ratios between supervisors,
staff nurses and non-professional personnel were establishe@ as
minimum reflections of existing patterns in Florida and nation-
wide. We require that the executive director have at least 3
years executive or supervisory experience in a health agency.

A nursing supervisor shall be responsible for no more than 15
full time or 18 part time personnel. There is a maximum ratio

of five non-professional to one professional worker.

Other efforts to assure the safety, qu;l%ty, apq gontinuity
of care are demonstrated in those rules defining policies for

the acceptance of patients, plan of treatment, plans for termin-
ation of care, and utilization review.

Licensure procedures include an on-site survey to gsgertain
compliance with the rules, evidence of fiscal respon51bl%lty,
and a certificate of need from the areawide health plannlgg
council. Separate licenses are required for each county in
which an agency operates and for autonomous dubdivisions. We are
anticipating enabling legislation to allow areawide health planning
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. >

Throughout the rules, we have attempted to avoid conf}iqt
or contradictions with the Medicare regulations while remaining
responsive to the needs of patients in relatively stable depen-
dent conditions. The amount and fregquency of professional care
is often diminished in these circumstances. However, rgstor;tlve,
educative and protective measures must be incorporatgd in main-
tenance care during these stabilized periods. Chrqnlcally ill
and aging persons receiving health services in their 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, comgetent,
necessary care.

However, these rules will not do much to assist those
agencies who offer care to all those who are referred desp}te
ability to pay. Factually their status will be wo;seneq since
we now have close to 80 proprietary agencies awaiting licensure
in addition to the non-profit agencies. Licensure opens the door
to Medicare certification. '~ Given the present numbers we will
have about 150 agencies taking only patients with a full payment
source and 30 agencies who accept part fee and free patients. If
the proprietary agencies follow the pattern set by the non-profit
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 worked 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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Attachment 1

Camparative Growth Rates of Certified Home Health Services Agencies from 1970 - 1975

pt e e - -

.........

..

1972

1973

1974

1975

crms‘vwa.s'mms

1970 a 12 6
1971 24 8 8
1972 21 8 "8
1973 21 8 1
1974 20 8 20
1975 22 8 56

57 Proprietary Agencies including
branches requesting licensure in 1975.

-

AR AR Proprietary Agencies

........ Private Non-Profit Agencies
———— Voluntary Nursing Agencies
—_—— County Health Departments
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ATTACh menT 4

COMPARISON OF AVERAGE COST PER VISIT BY REGISTERED

NURSE AND HOME HEALTH AIDES IN SELECTED HOME
AGENCIES
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4*5 Home Health Aides are used for lengthy visits
in this county.
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AtTachmenT 5

Home  Health Raencies
éTATE ‘ OF

LocdaTion of

Rrtici pa 7*:/}7 . nedicare 1 1975

FLORIDA

o Sruesiackson -
3 H
< s A ad HAS SAL
K COSAIWAL m;r‘am DSDE N — e
h( 0d cAaLs o ‘«0 HAMiL 1
AV ouUN ™ 5 KL. 4 .
¢ Buw, 4
LIBT;WAXULLA or N ¥
Ao 3
X SO e W
UL P JFRANKLIN, E; % ‘ﬁ,’
”d 1L
cHUAY,
i DIXIE ”, e
- . LER
Levy
MARION Yo,
“'d',
& o)
% Bo" 00
ZITRU
eMie
=) LI
HERR\ 1 ¢ Yo A
ANDS? o | ORANEE Q
Z. 14
PASCO A -%
oo (¥ EOLA
o0 i 120 Xo o
o% | PoLR
INDIAA
) RIVER
Marpae |HISH- (OKEE=
urse e
OFf.. |LANDS
sa JA} SeTe MARTIN
ake\ o
HAR IBLADES, kf""
LOTTE obee 040
=]
NDRY
* \ ,_)n(l ke PALM BEACH
’ Q=G
%2 Ag
COLLIER Ly
A0
e 000
DADE
o0 O
. 0 oo {,
¥ f
¥
> »

Lcicml: . .
o FRwvare fler for Gro J7 Agencies
X Cowunly flealdl @/é
4 V/5//7/J7 Nurse, fssocralons
‘¥ Hos //7'5,/ Pased Rgencies

- -

LRN—

RSP



— T

38

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 part 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 physician,
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.

Home health services covered under medicare 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 prescribed by
a physician. If these requirements are met, a person is also
eligible to receive other 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 skilled nursing 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 (part B of medicare), without prior
institutionalization provided certain cenditions are met. In
such cases a person is limited to 100 home health visits in any
one calendar year.

The Bureau of Health Insurance (BHI) 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 public and private organizations and agencies
to act as fiscal intermediaries in the administration of home
health care benefits 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 agencies 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.!

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” 1s practiced.

Three: Doctors on the agency board have been known to change

diagnoses and often order prolonged care for patients. One patient
[Broward County] was admitted in May for hypertension, was seen
two times 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 hotpacks to a patient bleeding
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 physical 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—would 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. _ ' ‘

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 to 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
arrang(z1 to have patients readmitted for 3 days so that care can be
resumed.

1 From testimony by Mr. Douglas Richard of the Bureau of Health Insurance.
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In initial stages at Broward, a patient was admitted for physical
therapy to receive hotpacks—there was no physical therapist at that
time—the director of nursing instructed staff nurse to write a visit that
she put hotpacks on the patient. No visit was ever made by a registered
nurse or physical therapist and medicare was billed for the treatment.

Aides mstructed to spend more time than actually needed—if only
one-half hour is needed told to say 114 hours.

Told to “stretch the limit.” o _

A patient discharged after 6 visits and no further problem told it
doesn’t look good. '

On a patient basically constipated, the doctor ordered an enema.
The director of nursing instructed the registered nurse to chart high
colonic enema given because medicare will cover that.?

The end product of overutilization was spelled out by the panel of
executive directors of visiting nurses associations in testimony in
Miami as they told of having to take on patients whose “visits” had
been used up and had to depend on the public agencies for assistance.

The subcommittee found no reason to believe that the total number
of visits authorized by medicare—200—iwas inappropriate but rather
that the patient was often “exploited” in the use of visits simply so
that the agency could attain the maximum number of visits author-
ized by law, . .

The letter submitted in evidence at the hearings in Tampa on
April 15, 1976, typifies the problem that overutilization often brings:

SEPTEMBER 15, 1975.

Mr,
Bureau of Health Iﬁsura/nce,
Atlania, Ga.
DeAR MR. —________: I appreciate your call last Friday and enjoyed talking

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 personal interpreta-
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 aggressiveness, in securing patients by being ever pres-
ent in hospital clinies, on hospital wards, and in physicians’ offices even to the
extent of opening records on known VNA patients and (2) the amazing accu-
racy with which a patient’s maximum rehab potential is forecast which almost
without fail parallels the exhaustion of MCA benefits on a 214 to 3 month period.
An excellent example of course is (patient) whom we discussed, who received 39
visits in August (having received 97 MCA visits through 31 August) and miracu-
lously improved so that her record could be closed on 5 September by telephone.

You may wish to contact manager of the Medical Division of J. B. Hickey. His
phone numberis _.__.

When I receive more information which I feel may be of interest to you, I'll
send it along. In the meanwhile I hope you find the enclosed of at least some help.

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

Senator Chiles inquired as to the frequency of that problem—over-
utilization—for the public agencies during hearings in Miami:

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

2From interview with home health agency personnel in Broward County and Dade
County by subcommittee investigators,
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Mzrs. Apamr. We all have had that experience,

Senator Cres. Would you tell me what kind of frequency
and what kind of detail op if you cannot today, would you
furnish that to me for our records? ,

Mrs. Aparr. Yes; we would be glad to. .

We have an average of one request a day to see a patient
who has been cared for by another agency, has used up all the
medicare visits, or maybe there are Just a few visits left where
We can receive payment from medicare, or a patient who does
not need what is termed as skilled nursing care, so that medi-
care will not reimburse the other agency, so that patient is
referred to us. N ’

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

Mrs. Apar. Yes.

Senator Crrres. And then, they are dumped into the—they
are deemed charitable patients?

Mz ADA_IR. They may not have ased up 200 visits, no, be-
cause medicare is very careful as to what they will pay for
you knov, whether it is skilled nursing or not. ,

It the 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. Brown. It works pretty well the same way.
theThe patient is pretty much custodial by the time we get
there,

. We have got two referrals from the other agencies to go
In and give the care, but most of them come directly from
the patients themselves,

encSee?na,tor Crrves. What kind of frequency do you experi-

Mys. Browx. About once a week is what we are getting.

Senator Crrres. And that is Palm Beach County ? °

Mzrs. Brown. Right. .

Mus. Deacax. T cannot give you any definite answer, be-
cause when this proliferation first started, we had a social
worker call us from one of the other agencies to inform us
that they were dropping the patient and that patient from
her checking out of his fnancial situation would be free.

This, we do not do. We do our own evaluation of whether
a person can pay part or all because we are entrusted with
United Way’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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ADMINISTRATIVE ABUSES THAT WERE LISTED BY
HOME HEALTH AGENCY PERSONNEL

REFERRALS

The following ways of abusing medicare have been observed :

(1) When the registered nurse calls the doctor, she will get a diag-
nosis. The doctor will, at times, tell the registered nurse to “see what
zs:ou can do._” Tthn, she wi}l Write the referral with her own orders—

monitor vital signs, monitor diet and elimination, monitor medica-
tion”—even before seeing the patient, the orders are written by the
office R.N. often to include home health aide visits 5-7 times a week.

. (2) The doctor may order physical therapy evaluation or just phy-
sical therapy—before the therapist sees the patient—the office regis-
tered nurse will write orders—“gait training, ambulation techni-
ques—improve mobility.” The registered nurse often suggests to the
doctor—the patient may need physical therapy. Often, physical therapy
1s obtained for chronic problems—chronic arthritis—then the diag-
nosis 1s recorded using the word acute—"acute 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 registered nurse will be sure to write the referral for
the maximum number of visits—the doctor rarely indicates the amount
of visits per 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 a
week and decrease gradually—always use the maximum.

(5) Home-health aide visits are written on the referral before the
need for care is determined by the field nurse. The patient or family
1s 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
11 1t 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
diagnosis of hemolytic anemia—not covered by medicare—the admin-
Istrator then told the nurse to change the diagnosis to megalablastic
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

(42)
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intake. The E.D. was not a registered nurse and frequently did this—
actually taking verbal phone orders from doctors. _

(9) In several instances, the doctor will tell the registered nurse—
will sign anything sent to him after the nurse sees the patient. He
relies on the registered nurse to do a fair evaluation—if care is not
indicated, the orders are sent to the doctor—including monitor vital
signs, medicine, and home-health agencies. . - .

(10) The office registered nurse will often question the doctor if the
patient has hypertension or diabetes or heart disease if one of them is
present, the registered nurse will tell the doctor “we can see the pa-
tient for this” regardless if the problem is chronic. Long standing 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:

(@) Patient with diabetes for several years and controlled and
hypertension controlled was admitted after hearing a speech by the
agency. Patient’s son wanted someone to stay with the patient for
an hour 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.

(6) A patient with diagnosis of acute arthritis had a CVA 2 years
ago was explained to the office that homebound was a requirement.
This patient went out for speech and physical therapy. The admitting
doctor—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 adinission. The patient
was recelving 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. ,

(¢) The order was received with diagnosis of arthritis. The execu-
tive director changed the diagnosis to acute arthritis so medicare
would cover. 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.

(€) 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.

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

(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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raised anew the allegati ori ; o
h h%ir- treatmont of toezgf,(t:.:)osla that the private agencies were abusive in
Mr. Richard’s testimony dealt with the special problems encountered

Ly the Bureat .
ostablishod 1 of Health Insurance when home health agencies are

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 in the office or administrator are
sure to speak to the doctor or 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 patient too soon as medicare will get suspicious.

One agency will not allow the registered nurse to call the doctor
regarding a discharge—the administrator will review the chart and
decide when the patient should be discharged. This administrator
(BHHA.) felt there were too many discharges in 1 week—she told
the registered nurse when a doctor orders a discharge she should not
write discharge patient—she should write “doctor is suggesting dis-
charge in future.” She, the administrator, would explain 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 still being seen or concerned patients dismiss the care
themselves. -

Often care is prolonged for discharge planning—started too late—
care then extended so a patient turnover to a custodial agency can

take place.
AUDIT ABUSES

Personnel at several home health agencies identified problems deal-
ing with improper auditing procedures used by private home health
agencies.

Those problems were: (1) A complete review and rewriting of
doctors’ orders on patients to conform to actions already taken that
the doctors did not authorize; (2) persons—usually registered
nurses—who never saw the patients gave detailed instructions or filled
out charts themselves to reflect skilled nursing care when unskilled
care was, in fact, administered to the patient; (3) nurses were in-
structed to fill in items that were “medicare covered” on all visits made
to patients when, in fact, some visits would not have been covered by
medicare; and (4) some visits are upgraded to reflect different time
spent on a 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.

REASONABLE COST

‘The comparison between visiting nurses associations and private
home health agencies in salaries, pension plans, and visit charges
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Interim rates and periodic interim payments

When a new HHA is established it submit '0]
Eudget to the Intermediary. Based on this and esfixzrbmlzég]sicstftc;
tlo be made, a cost per visit rate is established. Of course, if

1e budget contains unreasonable costs which atve not recuced

an excessive interim cost per visit rate may be set and. as
pla;ms‘ for visits are paid, overpayments can oceur. Théi’ef:)ré
iizt tilse ngportan_tt_to examine the projected budgets closely:
ather than waitine unti reports are fi ited
th:e[ o than v year.b until cost reports are filed and audited at
N recognition of problems in this area, BHI i ¢
alert dated February 12, 1976, to all intél'media(gicgs S[S;}:ice}c}:}
ment 2] to carefully review the reasonableness of projected
overhead costs. The teletype message requested “that inter-
mediaries bring to bear an immediate careful scrutiny of such
reimbursement” with regard to newly established HHA’s,

The alert also directed close intermediary examination of
requests by new HHA’s for periodic interim payment (PIP).
PIP (periodic checks mailed to an HILA based on the interim
rate established and on the projected medicare utilization)
has the potential of causing overpayment to new HHA’s
where it turns out that the estimated costs are unreasonable
and/or their projected volume does not materialize. In other
words interim rates and PIP require close monitoring rather
than expecting the cost report and actual medicare utilization
to coincide with what was estimated.

) The reasonableness of administrative expenses claimed by

100 percent medicare” HHA's is one of the more serious is-
Sues uncovered. For example, the RO found three members
of a family operating two HHA’s and claiming salaries from
both facilities (including deferred compensation of 25 per-
cent) totaling over $118,000 per year. We have instructed the
Intermediary not to settle the cost report for this provider
without clearance from us.

When. the RO became aware of the high amount of some of
the administrative salaries, all intermediaries were requested
to send a copy of the most recently audited cost report for
cach HHA they serve. Because of the four different methods
under which cost reports of HHA s may be filed, and the fact
that all cost items are not reported identically within the par- -
ticular line items of a cost report, meaningful comparisons
were not possible. Therefore, in late October the RO designed
a survey form and requested intermediaries to surve;; all
Florida HHA’s with respect to salaries and deferred
compensation.

Preliminary analyses of the survey data disclose a wide

‘ L : . gy
salary range in “nonprofit” HHA’s in Florida. Administra-
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tors’ salaries (adjusted to a 40-hour week) vary from $183,500
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-
in% 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 HHA has five key positions paid a
total of $186,533; 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 always 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, When completed, they will
be forwarded to the BHT central office for review prior to
implementation.

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

BHI has also been concerned about the cost of management
services furnished by some organizations. Central office is
working on cost reimbursement policies applicabie to manage-
ment services. In the meantime, the RO is following up on in-
dications that one organization may not be furnishing 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 HHAs in Florida,
. The most recent action on administrative salaries and pen-
sion costs occurred on March 25, 1976, when the Atlanta RO
held a meeting of provider reimbursement representatives
from intermediaries servicing Florida and from their home
offices. Representatives from Aetna Life and Casualty, Blue
Cross of Florida, Travelers Insurance Company of America,
Blue Cross of Anmerica, the Division of Direct Reimburse-
ment of BHI, and the regional office met in Atlanta. The
objectives were to disseminate and discuss the preliminary re-
sults of the recent RO salary survey of Florida HHA’S, to
exchange experiences, and to establish some degree of uni-
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nalized and cleared). In addition, Florida Blue Cross has
ftlllrirleyed the pension ;ﬂan_s of facilities in the Tam,pa ‘Skl)\{[Si;&;
The average of all facilitleg with pension pl.ans was a 01_1d i
percent. Nine percent is paid by State hospitals in FlOI:l a,
which is the largest group of hospitals in the State. The group
agreed that no more than 9 percent will be allowed for p(in—
sion plans of HHA’s, since there seems to be no reason why
these costs should vary by type of facility. Florida Blue Cr oss
will furnish the RO with a copy of its survey which w‘lll. be
furnished to the Florida intermediaries in support of rea-
sonable cost reductions to the 9 percent level. Florida Blue
Cross will also provide the RO with a draft of a pension-
cost survey form. This will be distributed to the other inter-
mediaries. We will then ask the intermediaries to survey a,ll
providers in the State in order to further document’ this
H "¢ h. . .
%pgégt}((z)n 223 of the 1972 amendments to the Social Security
Act can be used to limit program reimbursement to costs ’ghat‘:
would be incurred by a reasonably prudent and cost conscious
management. The implemented regulations published to date
have placed absolute dollar limits on the routine inpatient
service costs of hospitals. The Atlanta regional office has rec-
ommended to CO that similar limits be developed and placed

-on HHA’s (memorandum dated April 2, 1976). This is in

recognition of a basic problem in applying reasonable cost
concepts to some HHA’s who have no social incentive to con-
trol costs an who have a strong personal economic incentive
to maximize costs. _ o

The RO plans to hold a future meeting (similar f:ol the
March 25 one) for reimbursement personnel from other-t 12'111-
Florida intermediaries to insure uniformity in dealing with
HHA problems.
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TABLE . SALARY AND CHARGE COMPARISONS

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

*Skilled *Physical *Speech
Nursing Therapy Therapy
Care

Home Health Services of Dade
County (No. Bay Village) $35.00 $35.00 $35.00
Visiting Nurses Association of
Dade County (Miami) 19.00 13.80 15.00
Alaris Home Health of St.
Petersburg 35.00 20.00 20.00
Visiting Nurses Association of
Hillsborough County (Tampa) 15.00
South Dade Home Health Services, . )
Inc. (Miami) 35.00 : 35.00 35.00
Medi-Health, Inc. (Ft. Lauderdale) 22.55 : 29.20 25.55
Home Health Services (Sarasota) 20.02 20.02 20.02
Nurses' Professional Registry .
(West Palm Beach) 12,50 (hourly)
Visiting Nurses Association of _
Broward County (Ft. Lauderdale) : 17.50 ‘ 17.50 17.50
Palm Beach Regional Visiting Nurses' ’
Association (West Palm Beach) : © 25.00

*Cost per visit

62

*Aide

$12.00
9,50
15.00

8.00

12.00 (hourly) -

11.45 (hourly)

9.50

87
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' TRBLE' ____ (CONT.)

A .

Florida Home Nursing Care, Inc.-
(Miami) pe

Broward Home Health Agency, Inc.
(Ft. Lauderdale) - .

A Associaﬁed Home Health Agency, Inc.

(Miami) o

Hollywood Home Health Agency, Inc.
(Hollywood)

- K
}

Metropolitan Dade County Dept. of
Human Resources (Miami)

Unicare, Inc. (Miami)

Gulf Coast Home Health Services '
(8t. Petersburg)

Unicaré, Ihé. of Ft. Lauderdale
Managocta Home Health Agency (Manatee)

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

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

*Cost per visit

*Skilled
Nursing

~rcare

$30.00
30.00
28.00
30.35

19.00
30.00

30.00
27.00

30.00

28.94

a4
Page g3
*Physical *Speech *Aide
Therapy - Therapy '
$45.00 $45.00 $15.00
45.00 . 45.00 15.00
30.00 30.00 12.00 (hourly)
45.00 45,00 " 15.00
: 35.00 lst visit I
13.80 15.00 all others9.50 ©
13.80 35.00 15.00
22.00
13.80 35.00 . - 11.50 (hourly)
Contract Contract 12.00(hourly)
45.00 12.00 (hourly)

22,61

-
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TABLE (CONT. ) R . Page 64 .
R : *Skilled *Physical *Speech *Aide ‘ :
. Nursing Therapy Therapy i

Care
Florida Home Health S rvices, Inc. ?
(Miami) : 22.00 11.50 :
Florida Home Health Services, Inc. :
(Miami) 22.00 13.80 : 18.00 {
Contract ;
i
Bay Area Home Health (Pinellas Park) 26.94 30.00 30.00 13.00 (hourly)

Tampa Gulf Coast Home Health, Inc.
(Tampa) . 30.00 30..00 30.00 15.00

0¢

Florida Health Related & Professional

Services (Coral Gables) 30.00 35.00 35.00 12.00

Bay Home Health Care Agency, Inc. 35.00 43.00 . 20.00

*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 interviews that were held by subcommittee investigators, 3
the one theme seemed to be that overhead cost by the private agencies
justified higher charges per visit. P

Medicare officials were somewhat reluctant to deny these charges as
the private nonprofits were in accord with prices established by other
private, nonprofit agencies.
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¥ + o 4
AREA A
(PineTlas, Pasco, Hernando, Sarasota and Manatee Counties) 66
AGENCY Aorlulsf AT / OFFICE DrmTon )
AGENCY  MEDICAL EXECUTIVE HURSTHG v 1INISTRATIVE CLERICAL  OFFICE DIRECTOR-  HOSPITAL
CODE #  DIRECTOR  ADMINISTRATOR DIRECTOR DIRCcTOR CODE # COMPTROLLER ~ASSISTANT (AVERAGE) _ MGR. HMURSING - COORDINATOR
1 $ 37,794 ‘ $ 22,831 $ 14,359 1 $ 5,060
2 14,040 33,333 40,000 30,000 2 $ 20,000 $ 26,666 8,320 $22,500 § 23,846
3 16,000 25,000 15,000 20,000 3 16,000 20,000 6,666 $16,666 ’ 14,286
4 16,000 40,000 20,000 12,500 4 26,667 20,000 6,666 9,333 12,500 :
8 } 26,667 16,000 8§ - 20,267 6,649 , $12,800
%Z go,ouo 14,400 . 20,000 14,400 17 20,000 6,900
2 2,064 33,333 40,000 29,000 24 20,000 21428 8,320 21,875 16,154
51 47,333 41,915 29,800 51 18,000 5,753 14,916 11,212
AREA B .
(Dade, Broward and Palm Beach Counties) OTHER- ASSOCTIATE .
, TIVE OFFICE DIRECTOR-  1IOSPITAL
AGENCY — MEDICAL EXCCUTIVE  HURSING  AGENCY ADHINISTRATIVE  CLCRTRGE) MGR. HURSING _  COORDINATOR
CODE #  DIRECTOR  ADMINISTRATOR DIRECTOR DIRECTOR - CODE # COMPTROLLER ASSI ,
9 $ 30,000 $ 15,000 $ 25,000 . $ 15,000 9§ 15,000 $ 5,557
15,000 1 13,500 6,344
12 60,000 24,000 ) 17,829 13 7,211 : ’
12,000 &, , 16 7,280
13 75,000 20,000 13,000 35 18,000 4,286
14 76,800 21,333 : 17,067. 19 ’ 7,800
16 24,000 20,000 25,000 118,000 20 23,400 5,756 :
18 24,012 24,008 26,000 17,640 : 000 28,000 4,380
19 50,000  20.000 15,000 2L 20,00 e 70294  $12,000 $16,700 12,200
. 22 , 14,080
20 36,400 « 20,800 53 24,533 _ 8,141 )
21 35,000 42,000 16,800 " (27,733 Vice-President/Treasurer for Code #23) :
22 60,400 60,400 29,200 26,400 o
36,000 3 12 ‘ -
23 75,000 26,667 38,400 24,533 . )
AREA C

(Bay, Seminole, Orange, Duval and Escambja Counties)

OTHER- ASSOCIATE

AGENCY  MEDICAL EXECUTIVE NURS TNG NUMBER OF AGENCY ADMINISTRATIVE CLERICAL ~ OFFICE DIRECTOR- - HOSPITAL
CODE # = DIRECTOR  ADMINISTRATOR ~  DIRECTOR  ~ DIRECTOR  POSITIONS CODE # COMPTROLLER ~ASSISTANT (AVERAGE) _MGR. NURSING _ COURDINATOR
5 $ 96,000 $ 22,500 $ 22,500  $ 10,488 9 5 $22,500 $ 7,200
6 54,995 ‘ 16,213 . 14,400 37 6 6,298
7 59,987 24,533 16,000 59 7 8,434
10 48,000 18,000 26,000 80 10 7,800 $14,500
15 96,000 18,000 ‘ 10,800 21 15 4,513
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Salary ranges for administrators of private nonprofit home health
agencies was from $13,500 yearly to $60,400. The only guideline admin-
istrators had to follow was to be sure that they took in enough clients
to cover their salaries.

Salary ranges for executive directors of private, nonprofit home
liealth agencies are based from $12,000 to a high of $40,000 yearly.

The projected salary for medical directors—if rates are used for a
40-hour weelk—would range from a 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 $28,000.

For associate nursing directors the range was from $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
office manager $22,500; its associate nursing director $23,846; its
medical director $14,040; its administrator $33,333 ; its executive direc-
tor $40,000; and its nursing dirvector $30,000. A total of $210,052 all
with medicare funds.

ABUSES WITIL DURABLE MEDICAL EQUIPMENT

The abuses involving medical equipment were first brought to the
subcommittee’s attention by Mr. Paul Kraemer, president of Medical
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. y
- The exposure of ilie oxygen abuse sitnation led investigators 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.

Without Mr. Kraemer’s persistence and knowledgeable contribution,
the early worl of the subcommittee investigators would have been ex-
tremely difficult and exploratory.

In his testimony before the subcommittee in Tampa, Mr. 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 personnel 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, new agencies automatically started up with high projections on
both administrative salavies 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 subcommittee compared the base salaries and costs to visiting
nurses associations and county groups and found that private, nonprofit
agencies were twice as expensive as the public agencies.

‘What kinds of questions and problems am I talking about? Let me
give you some examples.

R

SN

o g e bt

53

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 remove 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 guarantee 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 hand, 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 from the agency. In such a case the HHA really
asks the dealer to ignore the intent of the act and not to comply
with regulations to bill under part B. It also, in effect, 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 HHA does, but rather with charges as
decided by medicare when he accepts medicare payment,

‘There is a multistate DME company that has taken the approach
of soliciting HHA business by blanketly forgiving the deductible and
20 percent to all agericy 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. BHI has known of these practices
for several months and has done nothing. Frustration !

We are aware of HHA’s taking providers’ bills which are attribut-
able directly to a 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,
T received a report that when this was turned in to the Philadelphia
regional BIii 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? :

"
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CONFLICT OF INTEREST

The subcommittee explored the opportunity for abuse and over-
utilization because of a doctor’s ownership and involvement with a
private, 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 several
home health agencies in south Florida.

Senator CuiLes. 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. LronE. 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 problein.

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

My physiotherapist is a registered physiotherapist, is ex-
cellent 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 Currs. Well, when you eat in a restaurant that
you own, you are using taxpayers’ dollars. ,

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

Senator CuiLes. Is there a potential for conflict?

Dr. Leone. Yes, I can see a potential conflict. I can see a
conflict. ,

Senator CaiLes. 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. Well, I am prejudiced by saying I have faith
in the doctor who refers to the agency he is “owning.”

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

Dr. LroNEe. 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 no reason why that doctor, if he owns the agency—I do
not like the word “ownership,” because I own nothing but
notes in a bank that I have to pay.

Senator CuiLes. 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 CriLes. Maybe you are going to start doing it.

Did you get yourself enough coordinators around?
[Laughter.]

Dr. Lrone. No, no, Senator.

I practice in the same area that this agency of Hollywood
practices, on the same floor of the building.

My income, my livelihood has been orthopedic surgery. I am
not going, for $15,000 a year, to jeopardize my $85,000-or-
better salary as an orthopedic surgeon.

Senator CHrrLEs. Doctor, I want you to understand I am

not trying to cast. aspersions on you-personally o 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. Lroxe. 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 Cruires. When 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 potential for con-
flict-and I see a poteutial, a strong potential for the loss of.
public credibility fcr a program wherein you have a doctor
also sort of a proprietor or the owner of the program, and in
a position where he can benefit from referring his patients.

Dr. Lroxk. I would be satisfied with your explanation, but I

am prejudiced because I can only see 1t from my point of view.
Senator Crrres. Thank you very much for your testimony,

Doctor.
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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-
malkers Upjohn with 18 offices is by far tiie State’s largest corporate
concern.

Mr. William E. Madsen testified on behalf of Homemakers Upjohn
in the Tampa hearings. In 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 Cmires. You are talking about competition and
putting the element of competition into it ?

Mr. Mapsex. Yes, sir, and I have been driving Chevrolets
since 1949, and I like Chevrolets. I like General Motors
products.

Senator Cmines. How many agencies does Homemakers-
Upjohn have inn Florida, and would this increase with the ap-
plication of the new law? o

Mr. Mansen. We have 18 agencies located throughout the
State of 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 CriLes. What about your charges?

Mr. Mapsen. What do vou want to know about them, sir?

Senator CHILEs. Would they increase ?

Mr. MabseN. No,sir, I don’t see why they would, sir.

Senator Cuives. What are your charges for a nurse’s visit
now ?

Mr. Mapsen. We charge by the hour. We 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 Crirrs. How about a physical therapist?

Mr. Mapsen. In the State of Florida we are not currently
using physical therapists. We will in the future. I anticipate
we will.

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

(58)
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Ms. Feinzig commented on total services
and salaries of their personnel thusly:
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I would like to point out that our company does not require
a minimum of service. We provide service to any patient for
a total of from 1 hour to a maximum of 24 hours, day and
night, per week or for an indefinite period of time.

The salary levels of our personnel ranges from $2.50 per
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 t“+ ‘adividual
would be $4 for the homemaker or nurse’s aide, $7.60 for the
L.P.N., and $9.50 for the R.N., which is a legitimate mark-up
in order to run a proprietary.

“Senator Cmrres. Do you charge transportation fees?

Ms. Frinzie. 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.

You have asked if T have any suggestions. Well, T will
skip this part because I know you are in a hurry but I would
like to go into something that to me is very important, a
methodology of correcting some of the problems I have been
listening 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
Guide No. 168, page 2, states that, “Nonprofit home health
agencies will be allowed to make arrangements with proprie-

tary agencies for the provision of such services as physical,

.Speech, and occupational therapy, social services, or home
health aides.”

With this in mind, I have approached most of the non-
profit agencies in Dade County with a third-party contract,
and four agencies have signed this contract with Home Care
Services; but to date, I have had very little response.

The contract price fer a home health aide is $4 an hour.
It is my belief that instead of having 30 or 40 home health
aldes on staff on a 40-hour week, when they perhaps work
only 4 to 6 hours a day, it would be more economical to pay
only for the hours worked. ,

How can the nonprofit justify a charge of $15 per hour
for this service when they only pay $4? ‘

Should a third-party contract between nonprofit and pro-
prietary agencies be made mandatory to best utilize existing
personnel ¢ |

You have heard a lot about existing personnel. The amount
of office space 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. ‘ '
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There is an abundance of qualified home health aides, reg-
istered nurses and L.P.N.’s registered with proprietary agen-
cies to fully utilize this arrangement.

Mzr. John Smith of the Medical Service pool testified on the visits
that his agency was concerned with. '

Mr. S»rte. We have been in business since 1966, and we
presently have 100 nursing service offices throughout the
country.

We 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 Licensing Law, we
will welcome licensing and maybe we will become medicare-
certified in some of our offices, but we do not intend to leap
into the program with both feet at this time.

In 1975, we employed approximately 5,000 people in the
State of Florida and provided approximately 14 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 we feel is to be a very effective manual,
bookkeeping and billing system to avoid the additional ex-
penses of computerization.

R I%elglator Cuires. What are your charges for a nurse’s visit,
Mr. Smrra. For a registered nurse the charge is $7.95.
Senator CrLes. Is that a minimum ? ,

Mr. Sarra. In many cases, we anticipate a 4-hour visit,
but we are very flexible.

We do bend a little.

Senator CriLes. Do you anticipate or do you require a 4-
hour minimum ?

Mzr. Syita. 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 practical nurse is $6.45 an hour.

Our total office staff consists of 10 employees. In 1975 we
employed 847 nurses and home health aides.

Now, you might ask about the service charges, whether our
services include the same components 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. We perform written patient care audits. We have writ-
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ten employee evaluations and we keep a full scope of current
records wherever that is required. .

Senator Cmirus. We 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
suggest that the “for-pay” agencies at this time are operating on a far
less expensive basis than are the so-called nonprofit home health agen-
cies. However to suggest that the proprietary agencies would not put
their companies on a parity with other home health agencies in terms
of cost and salaries is to virtually ignore human nature.

Still, the supposition that higher prices and salaries would nat-
urally evolve with medicare certification is still only a supposition.

Regulations and legislation must be adequately enforced or any
newly certified agency will be left to devise its own salaries, costs and
mode of operation. That includes proprietary agencies. ' ]

James Rutherford, in his testimony before the subcommittee in
'Tampa, raised the prospect of a large proprietary company limiting
competition and creating a monopoly in the health delivery industry.



GENERAL FINDINGS AND RECOMMENDATIONS

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-
traticn 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 not 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. :

(23 Solicit discounts and kickbacks.
(3) Arbitrarily add “administrative markups” to bills for
goods purchased by them or services performed 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. Where 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 authorizes the need for the equipment and
is entitled to and receiving home health care from a licensed agency.

(62)
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(5) The role of a home health agency should be strictly defined in
the hospital discharged process. An agency, either public or private,
should be definitely restricted from doing the actual discharging of
medicare patients but instead should be available for service if called
by the hospital.

. (6) In the area of contracted service personnel, contracts should be
limited to those personnel providing skilled services dealing directly
vnt]: the patient, such as a physical therapist or speech therapist.

(T) Franchise fees should not be viewed as reimbursable by medi-
care but rather as an administrative expense incurred by the agency.

(8) Total office expenses including initial furnishings, rent and
space size should have the same limiting criteria, including geographi-
cal considerations as previously stated for charges, salaries, et cetera.

Further luxury automobiles and sports cars should be prohibited for
agency rental and use to be billed to medicare. Documental cases of
abuses in this area includes 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.

(10) The dealer should be required to present the option of purchase
or rental of equipment to the patient. The option agreed to should be in
wntzng and properly submitted to the intermediary for reimburse-
ment.

(11) Cases where the period of use will 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
followup procedures on a regular basis for the established rental fee,
or require emergency backup at all times.

Durable medical equipment to be rented only

Dialysis equipment Oxygen humidifiers
Iflo‘\.vxpeters ) ) Demurrage on oxygen tanks
Bllll(!lq breathing assistors Oxygen regulators (mediecal)
I-Iunughﬁers (oxygen) Oxygen tents

Infusion pumps Oxygen walker systems
IPPB machines Respirators

Iron lungs Suction equipm

Nebulizers auipment

- Durable medical equipment to be sold only
(When need is for more than 1 month)

I%ed pans (autoclavable hospital type) Oxygen )
Canes Postural drainage boards

Commodes Quad canes

Qrutches Sitz baths

Face masks and cannulas (oxygen) Traction equipment

Gel ﬂ.otatlon pads for wheelchairs Urinals (autoclavable hospital type)
Heating pads Vaporizers

Heat lamps Walkers

Masks (oxygen)
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Durable medical equipment to be sold or rented

Mattress, with hospital bed only

Alternating pressure pads and Patient lifts

B(:ga:itcfg Ssz?isls Rollaboul’g chairs
3 i Trapeze bars
%%Sgicigfitt%%amattresses Water and pressure pads and
Pneumatic appliances 'mattres_sie‘s
Pneumatic compressor (lymphedema Wheelchairs
pump)

Lymphedema pumps (nonsegmental
therapy type)

i in 1 ; where sales are
+ther. the subcommitee found that in instances W here sal :
milléttg?éée slgles should carry 1'estr1ctlonls ancij} ]clondltmns similar to
, eviously listed. Sales should be made as T0110WS .
thosle) PjIDe(},,ztlelrs ?srhould be required to offer to the patient to sell o1 ﬁenf.
(2) Intermediaries should be _requir(tzd to notify dealers the allow-
£ 1 ice on all items of equipment. |
1b1(.93§a ﬁsugllpsum payments by the intermediary should be made to th%
dealer or to the beneficiary at the time of sale, and that payment.
should not be subject to the annual deductible or coinsurance. o i
(4) The patient should be allowed to use an amount up '01 e
prevailing price disclosed by the intermeghm-yttoward the purchase
alitv of equipment that the patient wants. -
Of]%;}z}:lggle ly-—-Th% n%edicare allowable price for a wheelchalr 1s P17 5(i
The patient could use $50 of this and buy and pay in full for a use
o 1 is § -ard the purchase
ample 9—The patient could apply this $175 toward purchas
of]:f\lfc?\)xp £35O whee%chair and pay the difference to the dealer hlmsellt.
(5) The dealer should be required to document the offer of sale
and the transaction. : o :
rm?(ighe’l‘llxepdetermination of the validity of the sale should be the
atient or the patient’s own physician. . . _
prt'17e)n Porovisi})n should be made for repairs on 1tems previously sold

through medicare.
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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.”

Conclusion

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

visits, 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-bed hospitals. '
Unquestionably, the salary of administrators and top personnel

should completely divorced from the gross revenue that the agency
takes in.

Changes in present 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 and alterations of records by
home health personnel with the primary purpose of defrauding the
U.S. Government, were claimed to be fairly common occurrences. Gen-
cral administrative coverups included the forging of client records,
claims Feing 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.

Conclusion

The need 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.

(65)
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Changes in the present system

An enlargement in the fraud and abuse section of the Bureau of
Health Insurance so that investigators could closely monitor alleged
abuses. The system for checking and auditing records should not in-
volve 3 weeks to a month prior notice, Auditing should be done on
short notice so that tampering with official records could not be ade-
quately accomplished.

FINDING NO. 3

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

Oonclusion

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 matter.

Change 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

Private nonprofit agencies do not have to establish financial stability
on urder to start soliciting clients and go into business. Franchise
fees, initial ocnsulating fees, should not be reimbursable items from
medicare.

Conclusion

JZither 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 te cover possible overpayment
to the agency.

Change in the present system
The basic change in the reimbursable system to accommodate the
above conclusion must be achieved by statute.

FINDING NO. §

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 hilled to medicare were
very dubious.

Conclusion

By statute, a requirement that at least 25 percent of the patients
of a provider be other than medicare eligibles in order 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.

‘Changes in the present system
The significant 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.

Conclusion
The actual cost for items should be documented by having a copy
of such items attached to claims submitted.

Change in the present system
Guidelines could be estublished 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.

Conclusion

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.

Changes in the present system,
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 sgency—private, non-
profit—with little or no controls attached to their certification re-
quirem%nt doubtlessly led to some of the abusive practices that
occurred.

Conclusion

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

. By statute, the certificate of need should be required on a national
asis. '
FINDING NO. 9

The subcommittee found that normal investigative procedures for
the fraud and abuse section of the Bureau of Health Insurance depend

B
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solely upon responding to a complaint. The section does not, it seems,
allow investigators to act o their own initiative.

Conclusion

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.

Change in the system ;
By guidelines from the Social Sécurity 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 under the guise of needed services. Many agencies overpre-
scribed services and had no accountability to the State after certifica-

tion.

Conclusions

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 governing services,
and expansion of home health care programs in the State. '

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.

FINAL RECOMMENDATIONS

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 onsite inspections but a com-

-plete followup concerning assurances from the patient’s doctor as well
as a comprehensive number of patients 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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' ﬁniformly applicable. Agencies can only adhere to “reasonable” cost

when they (the agency) know what “reasonable cost” are.
(4) Rental arrangements between doctors and laboratories or doc-

tors and home health agencies or doctors and pharmacies or any other
above combination should be carefully reviewed by the Bureau of
Health Insurance with the stated power of the Bureau to terminate
such agreements when medicare payments are in any way involved.
(5) That any form of compensation in ferms of rewards, prizes,
gifts, and so forth shall be considered a kickback when it involves a
medical supplier and/or a home health agency receiving ‘Federal

funds for medical care.

[



ADDITIONAL VIEWS OF SENATOR LAWTON CHILES

The image of a nonprofit home health care agency has historically
been that based on the actions of organizations such as the Visiting
Nurses Association. Characteristically, the public nonprofit organiza-
tions like the VN A and the County Nurses 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 worth 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 mere impresced with the sin-
cerity of effort put forth by the public nonprofit agencies. The
subcommittee investigators held hours of interviews with clients and
other personnel involved in home health care and generally conceded
that those persons 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, T 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.
We 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 signed sheets de-
piciting actions never, in effect, taken.

Medicare officials were billed for some expenses that defy explana-
tion—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 agencies 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, medical 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.

(70)
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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 developed 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
1s 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
colr'rept monitoring be allowed 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
current system of cost reimbursement provides no incentive for effi-
ciency. In order to establish some type of financial security, a bonding
process must be established. In the present situation, private nonprofit
agencles may manipiulate charges and submit cost estimates that are
far out of the realm of reasonableness and secure funds under the
Interim payments that can be used by them for any purpose. The repay-
ment of those funds is interest-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 idea as to the amounts
reimbursed since notices to the beneficiaries list only the number of
visits and no amount of reimbursement per visit. Therefore, the ben-
eficiary does not act as a damper on overutilization.

The obviously profit-motivation of the so-called nonprofit agencies
has been more than substantiated in testimony and other inquiries
made 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 properly instituted if the program is to be
saved for those persons most in need—the elderly—by those most con-
cerned—the taxpayers. ‘

Specific guidelines and regulations along with legislation may not
eliminate all of the problems we face with the administration of this
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program. However, I feel that public support and credibility can be
restored if public officials and medicare administrators implement the
desired changes in the program recommended in 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 the state of Florida and across the
nation. The very fact that this care is so vital makes 1t even more 1m-
portant that it becomes as fraud-free as possible. . _

The subcommittee is indebted to those persons whose primary In-
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.

' Lawron CHILES.
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SUPPLEMENTAL VIEWS OF CONGRESSMAN
CLAUDE PEPPER

~ [Taken from testimony given before the Subcommittee on May 5,
in Miami, Fla.]

My subcommittee has held joint hearings with Senator Moss’ Sub-
committee on Health in the Senate, and I am particularly honored on
behalf of my subcommittee to meet in joint sessions with you.

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

One of our—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
hemes of the elderly, avoiding the necessity and in many instances if
not most, of those people having to go into a hospital or having to go
into a nursing home.

Without intending in any way to disparage the quality and the
character of nursing homes, 1n 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, her own home, her own neighbors, 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,
1s 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, that 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 legislation which you offer to implement the hear-
ings and the recommendations of your committee.

When we mean home care, we do not exclusively refer to home health
care, although that is primarily the concern of our 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 I am sure you are going to emphasize
here, Senator, that circumstances for today’s inquiry result from some
unfortunate practices which have begun to emerge in providing c:
services in the very important home health field.

(73)
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I know that you, as well as all of us are interested and active in
nurturing this rather infant field of medical and other services to many
of our people in need.

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

It was shocking for me to discover, as you 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
medicare 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 will take 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 that 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 achieve.

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.” .

We will look forward to the findings from the Senate hearings to
determine areas of safeguards which may be necessary to insulate a
comprehensive program against abuses.
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VISITING NURSE ASSOCIATION OF BROWARD COUNTY

1000 SOUTH FEDERAL HIGHWAY
) FORT LAUDERDALE, FLORIDA 33316

BUSINESS OFFICE
NURSING S§7/CE March 26, 1976 525-5081 }Uj
{
i
)
' The Honorable Lawton Chiles

The United States Senate
Washington, D, C. 20510

Attention Mr., Rgbert Harris, Administrative Assistant of He Subconmittec
On Fedtral Spendiq Prierices,

v Dear Senator Chiles:

The Visiting Nurse Association Hospital Coordinator, Mrs. Rooney, and

I were privileged to meet your very fine administrative assistant,

Mr. Bob Harris, at the Visiting Nurse Association office on 25 February.
! He was introduced by Mr. Kramer, who has been interested in trying to
bring some of the abuses of Medicare into focus so0 that controls can be
! applied. We had a constructive discussion and I was requested to make
some input into possible legislation which might help.

{ . R R .
b 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 health 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 Broward County. ' The

Visiting Nurse Association of Broward 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

patients 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 instead 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 Certificate of Need could be required
through Federal legislation as part of the certification process. This
would eliminate the tremendous over concentration in urban areas and

¢ hopefully increase home care in smaller and rural areas where it is so
badly needed.

L
A UNITED WAY AGENCY
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The Honorable Lawton Chiles Page 2

The situation which precipitated this letter was a call from Biscayne
Medical Center stating that through an "administrative decision" the
Visiting Nurse Association of Broward County was to be removed from the’
rotation list with no other explanation. In conversation with some of the
other home health agencies we found that all but three agencies had been
removed. From what I have been able to ascertain, these three agencies
are ones who serve Medicare patients only and all three are owned by
physicians. [ am not acquainted with the legality of this situation,
but do feel this is extremely unethical. By 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 Home Health Agency stated that they
received a reply stating that something had to be done because of the
great multiplicity of agencies. 1 can well understand their dilemma
since this hospital, formerly Golden Isles Hospital, serves both Dade
and Broward counties, but I feel that physician ownership of home
health agencies constitutes as much of a conflict of interest as does
ownership of pharmacies or ambulances,

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

I hope also for your support in defeating the Medicaid Home Health Services
Regulations. First of all I resent my Medicare dollar being used to support
a huge profit-making agency, apparently trying to circumvent state licen-
sing laws and set up two sets of standards. Mostly I am concerned with

the lack of quality control this regulation would 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,

I am sending a copy of this letter to W, H, Purcell, Program Validations
Specialist, Bureau of Health Insurance from Atlanta, I 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.

Very sincerely yours,

Z } %74«—

{Mrs.) Dorothy Deegan, R. N.
Executive Director

jcb
Enclosures
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VISITING NURSE ASSOCIATION OF BROWARD COUNTY

2
o

FFICE
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1000 SOUTH FEDERAL HIGHWAY
FORT LAUDERDALE, FLORIDA 33316

March 8, 1976 BUSPRRSAeE

Mr. Byron Arbeit

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

Dear Mr. Arbeit:

This letter is in response to our telephone conversation on
March 4, 1976, in which you stated that the Visiting Nurse
Associatiun of Broward County would be removed from the rotation
list at Biscayne Medical Center. After speaking bricfly to

you regarding the structure and philosophy of the V.N,A., you
suggested that I write to the adminiseration. Hopefully I

can convince you to put us back on your rotation list!

I believe that I have worked very closely with your Social Service
Department and have never visited any floor in your hospital to
see a patient without first seeing your Social Ser.ice workers and
being asked 1» do so,

The Visiting Nurse Association of Broward County is a voluntary,
noaprofit, c.aritable organization, partially funded by the

United Way.. We are in ng way funded by County tax monies. We
serve all ages and are the only agency in the ccunty who will
accept all fundings - Medicave, Mcdicaid, V.A., Workman's Comp, ,
private inswiunce, and fee for service (on a sliding scale,

if necessary.) We were chartered in 1952 and were the first to
receive a Medicare contract in 1966. Approximately 30% of our
patients are nrivate and approximately one half of these are either
free or on 2 part pay status.

Our rejection rate from Medicare is and has been less than 1%, We
provide the same health service to the community that any other
agency provides and 1 feel strongly that we have not over utilized
Medjcare monies. If Medicare home visits are depleted cr if
Hedicare visits must be discontinued because there is no further
srilled care, we do not discontinue service if the need is still
there.

A UNITED WAY AGENCY
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Mr. Byron Arbeit
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Page 2

For many years we were the only agency providing commurity Health
Care, servicing the many M. D.'s and hospitals and we hope to
continue to do so.

We are asking you to please reconsider eliminating us from your
cotation 1ist for Medicare patients, so that we may continue to
serve the community and your hospital.

We cannot understand why an agency such as ours, who serves all
people regardless of race, color or creed, or ability to pay, has
been removed from your rotation list.

Trust that we will hear from you soon.

Very sincerely yours,

(Mrs.) Doris Rooney, R. N .
public Relations and Hospital Coordinator

jb
Enclosure
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Datet July 10,197k

To: ‘Roma Health Agencles
Froms PAtricia Berman NASW, Director of Social HorkW’W

Subjects  Policy Concerning Home Hsalth Agencles

1
.

Any individual or representative of an agency mast bave the permissior of the Sceial
Worker befors visiting any patient, family, or Murse's Station in the hospital. A1l

services are to be co-ordinated through the Social work Department. (In the absence

of the Selal Worker, permission will be granted by the Director of Narsing).

T 4s essential that the Social Work Departsent be advised, by the Agency when
receiving a case, of a patient in the hoapital, fron a source other than the
Workar. This will eliminate duplication of agencies and services and will promote
continuity of services to the patiémt.

An appointsient has been made for the Co-ordinator of each agency to visit the
Yoapital on a particular day and the agency will receive the cases avallable

on that day. Efforts ars being made to utilize a encles on a rotating basis, unlesa
otherwise indica e ,_patient, or physiclan.Ovtimal service to the
patient is also a prime consideration in utilizing Home Health Agencies.

o

.
‘/sfsiting Rurse Association of Broward County
Visiting Murse Association of Dade County .
Unicare Home Health Servicea .
Gold Coast Home Health Services
Florida Home Health Services, Inc.
Hollywood Home Health Agency, Inc.
Home Health Service of the United States, Inec.
Ronald S. Silvers, Assistant Administrator, Golden Isles Hospital
Hilma Htxitby'ﬂ.ﬂ. , Director of Nursing, Golden Isles Hospital

OOTDEN ISLES ROSPITAL 501 GOLDEN ISLES DRZVE  HALLANTALE, FLORIDA 33009
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MEMO_RIAL HOSPITAL -
Hollywood, Florida

MEMORANDUM

July 26, 1974
TO: Home Health Agencies

SUBJECT: Home Health Service Referrals

We are finding that the referral system we have been using for home health
scrvices is wot us equijable or practical as we huped. The system of assigning
a day for each nursing coordinator to visit the Social Work Department and
pick up on any available referrals has resulted in uneven distribution of
referrals, considerable disruption for our department and insufficient time

ior casework 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 factors for home health referrals will be:

1) Agency already specified by physician

2} Unique need of patient best met by one agency

3) Patient receiving home care from an agency prior to admission

4)_All other Medicare refervals will be made on a rotaling basis to each agency

in turn, “Each worker will check our liel before making a referral.

This will inzke it unecessary for an agency to send the Nurse Coordinator to
this hospital unless a referred patient is to be seen. The Nursing Office has
asked s to have the Coordinator check in with the Social Work Secretary to
determine 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 of outside refer.
rals so as to avoid multiple referral of the same patient, We hope this will
save your coordinators and our workers time and effort, and will distribute
cases on an cquitable basis. We would zppreciate your cocperation,

3 7~ 7 .
_/L%w é a{(/fz¢{,,_,,

(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 KHealth Services, Inc,
Hollywood Home Health Agency, Inc,
Home Health Services of the Urited States, Inc.
Unicare, Inc,

/Visiting Nurse Association of Broward.County
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' BROWARD - CENERAL MEDICAL CENTER
1600 SOUTH ANDREWS AVENUE
FORT LAUDERDALE, FLORIDA
TlLI'PH:::I:ZB-SIII

. August 13, 1974

visitintj Nurse Assoclation of
Brouward County

1000 8. Federal Highway

Ft. Lauderdale, Florida 33316 '

RE;: Hbspital E\,raluation of Home health Care Patinets

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

review of his patient!s chart, this of course, would be honbired.

‘For this reason, the Social Service Staff will continue to
work closely with you and serve as a liason for each referral.
It is stlll permissible for you to visit the patient in our

hospital and also to discuss specific détails of hdmg caii_withv

the charge nurge. s o ':,f
'y"‘_ .r-:_ "-',..:‘,. ] w2 :‘” R ',, . . - h‘-..‘:‘. B
. Due to the increase in agenciles providing home hgalth ca:g\.\
‘services to the patients in our area, we would also reque,st._
that you call our department prior to your hospital rounds. _All

referrals-to our—department are handled on a rotating basis to

bl

cach of the agencies unless a specific request is made by the
patient, family or physician. Hopefully, we could save you and
'qur;staff some -tipe 1if there are no new referrals.

DT TR

£ cor s,
VRO A

o vV'Ve'fare‘“aisr')lin,the_pmcesa.,,nfr—an in-service education
‘program_foxr 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,” of course, will take time and we ask your continued

. coopérationes. -

Sincerely, . )
Q& fowy <.
(Mrs.) Gs L. Schevis,
Social Service Director
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April 21, 1976
Editon -
Tanpa Tribune
202 S. Farken

Tampa, Fla. 33606
Dear Sin:

I have nead with gneat intercst your neponts and editornial on Medicare
ovelt-payments Lo some Home Health Agencies. 1t is disheantening to Learn
that these agencies who serve the sick and efderly can deghade such a
wonthwhile program. Those who require this service Look to them as
professionals, above reproach. However, it appears ihat gneed and graud
van {nfiltrate cven this aommupify sonvice,. . | e

Ore camnot hefp but question, why can't the Depastment of Health, Education
and Welfore necover this money? 14 these agencieh are defrauding the
government, they should be cxpected to make §ubl nestitution. This hind

o onganization can ruin the good work and neputation of other Home Health
Agenctes and HEW dozsn't have enough people o "police" the many agencies
of this state.

The Florida Association of Home Health Agencies, Inc. has recentfy created

a Code of E,tfu.u.‘ This will be helpful in "seld pclicing. However, fhis

can ondy be pou&bﬁg when agencies belong fo the association. Those who -
claim 2o be the Medicare Agencies and are receiving Federal Funding te provide
Medicare service shoutd be dinectly under govermment sewting. - 1 would

seem the "Non-Proddit" conporations are anything but that; instead have
developed a pathetic attitude of "Get it while the getting 4s goed". What

has happaned to the integnity of peopfe?

Senaton Lawton Chiles predicted that unless new regulations are diawn that
will put an em! to this abuse, the Medicare Home Health Program could end.
Where would 2his Zeave the people who 50 desperately need and depend on it?

:Isme,t&na‘ago', my mether suffored a Aovore iRlness. After months of hospital
and hwisding neme care, she progressed enough tc come home. 1In Seeking hetp,
we were infoamed that Visiting Nunse Association of Hillsborough County, Inc.
was a Medicare Agency. T contacted thein office and was asswied Zhey would
be avaifable forn as Long as my mother had need of thein services. We have
found V.N.A. verny dependable, with a dedicated slafy Lo help with instructions
and care of an invalid patient. .

I feel sure there are many ogencies who render the same senvice. 1t takes
only auﬂmnto gdve a bad name to aff. Hopefully, the government will have
Zhose "few" get thein act together on get out, s0 that others can get on with
the progham of carning for Those who need them.

ee Blowers
5502 S. Elkins St.
Tampa, Fla. 33611
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MEDmARE'NUR&NG'THERAPYn-ArHcN@“”“‘

A ASSOCIATED HOME HEALTH AGENCY, INC.

(305) 561-9260 » 3587 N.W. 9TH AVENUE, FORT LAUDERDALE, FLORIDA 33309

!;}'

June 4, 1976

The Honorable Lawton Chiles
United States Senatopr

New Senate Office Building
Washington, D, C. 2051y

Dear Senator Chiles:

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 breoadly by the Communi-
cation media. Interpretations, as well as implications, were assumed by an
uninformed public, of great benefits and monetary gains all Home Health
Agencies were taking from the Government. There was no attempt to impart
any actual statistics supporting the health services extended to perscns in
their homes; no attempt to inform the public of persons who have been re-
stored to actual independence of daily living; no attempt to inform 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 our 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 strenthens or-
ganizations and promotes improvement and direction. There is no need for
false pride, and certainly no place for excusing apparent abuses on the
part of some existent agencies, but rules and regulations have to be writ-
ten and reviewed by Professionals. Those whe can recognize loop-holes, and
yvet 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 the recipient of such quality services, either
as the patient or personally involved as a family member, distinguishes
need from vested interest abuse.

Respectfully yours,

Anne Villerot, R.N.,
Inservice
ARV/ds )

cc: ) J. Schack
L. DeGraaf

—team
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Reubin 0°0 Askew, Governor

STVIEIOR™0F HEALTH

POST OFFICE BOX 210 . jACKéQMVniE FLORIDA 32201 o  PHONE {904) 354-3961
£. Charlton Prather, M.D., M.P.H., Director 1323 Winewood Blvd.
Tallahassee, F1 32301

MEMORANDUM

November 24, 1975

TO

Luci Hadi, Chief, Executive Staff

THROUGH : James A. Alford, M.D., Assistant Secretary for Program
Planning and Development :

FROM : E. Charlton Prather, M.D., Program Staff Director,
Health Program Office

SUBJECT : PROPOSAL

The Ad Hoc Home Health Services Advisory Committee will reconvene
December 1, to review the revised rules. This committee has been
expanded to include other concerned groups, namely the Florida
Board of Nursing, Homemakers-Upjohn and Home Care, Inc., and the
West Coast Comprehensive Health Planning Council. A second public
hearing will be scheduled.

The objections of the two proprietary agencies are rooted in a
conceptual difference in determining what services constitute home
@ealth services. Companionship, homemaking and "baby-sitting" are
important supportive services to dependent persons and are sometimes
essential adjuncts to health services. Agencies that provide only
these services on ‘a continuing or intermittent basis are not home
health agencies. Those agencies that provide both supportive and
health services should 'seek licensure for only that unit within the
agency that provides health services. '

Home health services has been the major and often the sole interest
of voluntary and public health nursing agencies for the past 75
years. It would be strange not to fdind many of the standards that
they have collectively developed nationally in the proposed rules
for Chapter 75-233. The staff ratios, for example, reflect common
practice in Florida as well as a national sample.

The question of continuous care presents some questions. Mr. Toth
describes a professional registry or employment agency rather than

(continued)

DSVISION OF ADMINISTRATIVE SERVICES » DIVISION OF AGING  DIVISION OF CHILDREN'S MEICAL SERVICES « DiVISION OF CORRECTIONS o DIVISION OF FAMILY SERVICES « DIVISION OF HCALTH
DIVISION OF MENTAL HEALTH » TIVISION OF PLANNING AND EVALUATION » DIVISIOH OF RLTARDATION « DIVISION OF VOCATIONAL REHABILITATION « DIVISION OF YOUTH SERVICES
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[ page two

a home health agency. Medical Pool Persqnnel assigns nurses and
nursisg assistagts {o hospitals and nursing homes as well. as to
private pay patients in their homes. The General Rules and 4
Regulations cite the need "to observe and respect_the rules~a2
regulations of the hospital, nursing home, or retirement home a
(page 1, item 2). It would be con§lstent to coptract w1th'11cgnse
home health agencies in the community when continuous service 1S

needed.

There is another component of continuing care that is very bother-
some. In one of the several communications with propyletary
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 per day
$ 646.80  per week
$ 2,772.00 per month (30 days)
$33,726.00 per year

is is i edibly expensive for hygiene and comfort segvices.that
Egtidl;rgggily beymetpmore successfu}ly and les§ expensively in a
nursing home. At least in that setting thg patient vould be
visible and have greater access to professional services when
needed. I'm sure that the problem‘Mr. Toth descrlbes.affec§s very
few people. It would be irresponsible to expend gubllc mcnlgg o;
such select services when less expensive alternatives are ayu%la le
except in the most unusual circumstances. Under tpese cpnd1t+ons
home health services are not a reasonable alternative to nursing
homes. Home health services become an impg;tant alternative only
when services can be provided on an intermittant basis or wyen
continuous care would be confined to a specific limited period.

It is my hope that the problems related to devglgp%ng 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
j~Dorothy Hilderbrand
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" 34 . ANNUAL REPORT, 1974

. PUBLIC HEALTH NURSING SECTION

DOLORES M. WENNLUND
Administrator

‘There are two overall responsibilities of the Public Health
Nursing Section: improvement of health personnel competence
and administration of the Home Health Services program.

Components of the programs to imbrove 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 personnel of other bureaus, sections,
divisions, and health related groups and agencies; planning
conducting and/or participating in continuing education prugrams
included orientation and maintaining, updating and upgrading
professional skills by participating and attending professional
seminars, conferences and educational programs. These activities
are performed in both generalized and specialized approaches. The
professional staff deliver generalized puklic health nursing services
in assigned regions and their particular specialities on a statewide

basis. There wére seven Public Health Nursing Consultants during

this year. The progtam activities of the Administrator and
Assjstant Administrator are included in the following data:

Consultantvisits . . .'. . ... ... ........ 1
Survey Visits .. ... ... ... .......... 70
Planning & Evaluation Meetings .. ........ 367
Continuing Education Programs Offered . . . . . 217
Continuing Education Programs Attended .... 143
Total . ... ... ... ... .. 1,302

Distribution of Public Health Nursing Consultants Activities

- 1]
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DIVISION DIRECTOR 35

. TABLE 1
'NUMBER OF PUBLIC HEALTH NURSING SECTION ACTIVITIES
‘ ACCORDING TO PROGRAM.
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* Adult Health & Chronic Disease 6|1 21| 43 69
Child Health General including Retardation 17 | 34 | 23 6] 80
School Health ) 5| 40 ] 16 61
Maternal Health & Family Planning 9| 34 3¢9 4 | 86
Preventable Disease including TB & Imm. 6 5 9| 21 | 41
Total Specialized Activities 42 1134 |114 | 31 }337
Total Generalized Activities 289 1233 |103 |112 |737

Homa Health Servims

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
certification of and consultation to 49 home health agencies, 12
outpatient physical therapy facilities, 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 . . . .. e e e e e 56
Consultation visits . . . . . RIS 171
Outpatient Rehabilitation Agencies
Surveyvisits . ... ........ . ... .. ... 14
"Consultationvisits . . ................. 3

During this past year, there has been a decline in the number

- of county health departments certified for Medicdre with a steady

growth in private home health agencies.

ISR T
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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
1973 A 21 8 11
1974 20 20

/ 20 YA
Comparative Growth Rates of Certified Home Health Service
Agencies from 1970-74

44
40
36
32
28
24 . '

20

16 vdg;;;;'

12 o*
d"... ...-""'

1970

——meanws COURCY Health Depsrtments
-.—'Q———— Volumtary Mursiag Agencies

--unumnosallllcPr".t. no.‘ ...lth A'G‘.c‘..

The Public Health Nursing Consultants review, evaluate ang
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 prorated among the major program areas mcludmg Home
Health Services and added to the designated program actmtles 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 seen that both Adult Health and

o
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Chronic Disease and the Laboratory can gain through this-éffort.
As mentioned before, efforts in the Immunization Program are
submerged in Child Heaith. Counseling and .advisement on Home
Health Services are frequently illustrated through the principles
and nursing 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 Programs

113

104
\ * Schoo}
\ Hesdth
\

'?‘ Adult Health
and Chronic
Diseases

N
Child\ Heplth
1.8 FTE\ PHNC

N\

+9 FTE s~

/ Maternal Health 1
and Family Plsnning
1.1 FTE PHNC

174

Home Health Services
. 1,0 FTE PHNC

PHN Administration
Staffing and Process

Accomplishments

30 per cem-of the co{mty 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 départments.

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

74-599 O - 76~ 7

N R



92

38 'ANNUAL REPORT, 1974

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 Saction, Bu.reau of Maternal
Health and Family Planning and University Hospital. '

14 orientees were trained in the orientation centers.

Issues

The reclassification of the Public Health Nursing serigs .with
the elimination of advanced academic preparation for afignmstra-
tive positions has made inordinate demands on the at.immlstrators
of this Section. Distortion of Section recommendations for staff
position reglgssifications has resulted in many problems.
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Massachusetts Association of Community Health Agencies

55 DIMOCK STREET » BOSTON, MASSACHUSETTS 02119 (617} 445-1826

June 8, 1976

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

Dear Senator Chiies:

The Mass. Association of Community Health Agencies {MACHA) represents
the concerns of home health care providers. Ws strougly oppose the
suggested deletion of home 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 home health services.
Effective home 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 not
followed when Public Health Service formulated the proposed regulation.

Our association has urged the department of Health Education and
~

Welfare to reconsider its position. We strongly urge the inclusion of
home 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
home health care in the certificate of need requirement under PL 93-641.

Sincerely,
[/‘(A,'Lz I"i A /1" . ’.!4";'»44 & ’

Alexine L. Janiszewski
President, Board of Directors

ALJ/ad
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BAY HOME HEALTH CARE AGENCY, INC.

1815 WEST 15TH STREET, SUITE 19
PANAMA CiTY, FLORIDA 32401

J. C. PARMER JR.
DIRECTOR

April 21, 1976

Mr; Bob Harris
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 ite late arrival, and hope it will be beneficial to your

subcommittee research.

As I previously stated in our conversation, 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 meke supposition of the same attitude.

If I can be of further sssistance, please call me.
Very truly yours,

’ 2.»: Parmer, Jr.
President

JCP/cb
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March 1976

No inerease in personnel for additional isi
172 visits.
Increased cost for March, $517-- Increase in Malpractice Insurance 150%

(beginning January 1976)

the overall cost per visit decreases.

i

N §

SALARIES
1 Hosfiim, __sauemes

i 15200 - 270w DIRECTOR;/ ADMINISTRATOR 23, I
Q0 .
MEDICAL DIRECTOR i o¢
ftSoo -41%e0  NURSING SERVICE DIRECTOR 12,000.00

; 8E6oe STAFF NURSE

1 9,400.00

! itvoco PHYSICAL THERAPIST 16:000.00 -
i Y fuo HOME HEALTH AIDE 5,200.00

| CLERICAL VARTOUS

¥

As denotec} above, the incremental increase in cost fi
accepted is small, and with each additonal patient

S r gqlmj due ‘o Sl«;{:{t(&1 /(‘cm:...\d 4(_‘.&1‘(

December 1975 €03 visits,total costs- $13,787-- cost per visit $22.86

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

FULL TIME EQUIVALENTS

1.00

12,500.00 (APPRox *Hef u3). 0, 25

1.00
1.00
1.00
1.00

or each patient additionally
and paetient visit made,

EMPLOYED

OO = -

e
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BAY HOME HEALTH CARE AGENCY, INC.

1815 WEST 15TH STREET, SUITE 19
PANAMA CiTY, FLORIDA 32401

J. C. PARMER JR.
DIRECTOR

>

Bay Home Health Care Agency, Inc., 1815 W. 15th St., Suite 19, Panama City

Floride was incorporated in 1974. The Agency accepted its first patient on

March 3, 1975, and during the fiscal year ending December 31, 1975, accepted v
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 4. Poyner, M.D., as Vice President
and Medical 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. These 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 |
gervices. Our Utilization Review Committee consiste of myself as Administrator,
our Medicel 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: 35.00
Physicel Therapy Vieit : 43.00
Home Health Aide Visit 20.00 per hour

These charges resulted in excess revenue of some $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 2
vwhich resulted from a larger patient demand then 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

cur patient load increase to reduce our cost below the $13.50 level, we will

begin accepting Medicaeid patients. We are presently accepting some private

pay patients, however, I can not justify making the above charges to our

private patients.

gt
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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 Rsporting system,
the amount can be determined without difficulty and refund can be made in
one payment, one check, to cover any nmumber 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 .ae Medicare patientas. The $22,000 refund previsouly mentioned
relates to 125 Medicare patients, but will be written on one check against -
one account.

Examples of handbooks esre enclosed, as are financial statements.

The only other element I can think of which might be stressed is the fact

that a good many of our patients are located in remote areas, inaccessible

t0 normal medical treatment channels. Numerous patients of this agency

live ovéer 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 1little prospect of any being built. Medicaid reimbursement has made
it impossible to treat the Medicaid patient in the mursing home, yet the reim-
bursement to Home Health Agency is such the Agency cannot accept them either.
Hospital beds are much in the same situation. 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 hospitals and nursing homes.

While the cost of Home Health care is high, it represents the_alternative to
no. care at all. Costs can be reduced by the chunging of physician attitudes
+to0 one of increasing refurala to the Agencies. Our census on December 31, 1975,

was 36 patients. Todey it is 51 patients.

PR Sy
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GOLD COAST L we made 5,700 visits, Oth tes of historical interest
P e made visits, er notes o storical interes
HOME HEALTH SERVICES, INC. b are that we have served in the past five years 6,300 patients,
B . under orders from 955 MD's and DO's, who had been patients

A NON PROFIT AGENCY ] in 97 hospitals and 44 nursing homes,
SERVING BROWARD & PALM BEACH COUNTIES : '

4699 NORTH FEDERAL HIGHWAY . POMPANO BEACH, FLORIDA 33064
75 NORTHEAST 6TH AVENUE, SUITE 221 » DELRAY BEACH, FLORIDA 33444

; The legal corporate body of the agency is the Board of
Directors; consisting »f Dr, Schultz as President, myself as

Vice President, Mrs, Schultz, RN, as Secretary and Dr,

Schultz as treasurer. However, as you probably know home

IN BROWARD CALL: 785-2990 OR 522-8749 3
IN PALM BEACH CALL: 737-8180 S health agencies are required to have an additional Advisory i
i Board consisting of professionals and consumers, Actions :
May 4, 1976 ~ i affecting the agency either fiscal or medical or legal are !
E i not approved by the Board of Directors without the prior
i i approval of the Advisory Board, At the present time this :
] board consists of a hospital credit manager, a cancer volunteer, :
Senator Lawton Chiles | an.emergency room physician from a hospltal, a Red Cross :
Hialeah Opa-Locka Holiday Inn : volunteer, two bankers, a retired medical school professor, j
1950 W, 49 Street . a physical therapist, a psychiatric nurse, two practicing ;
Hialeah, Florida i : internist, a speech pathologist and a hospital director of
. ; Y nursing service, It should be noted that the three hospital P ;
Dear Senator Chiles, ! personnel come from three different hospitals, This Advisory
: Board meets at least quarterly and does a complete annual i

This 1is in reply to your letter of April 7, concerning ! Financilal and Utilizational Review of selective cases to assure
the Government Operation Subcommlittee on Federal Spending 1 | that the medical policies as printed and established in the
Practices, Efficlency and Open Government, ! agency policy manual are followed by the staff, :
1 Since October 1, 1974, we have been under what is commonly ;
| called the PIP (perlodic Interim Payment) Program for re- ;
Our agency was incorporated in 1970 as a non-profit, : i imbursement purposes, This program lists all costs and divides :
charitable and educatlonal institution under the laws of % ; by the number of visits and pays you at the average rate for
Florida, It was founded by Dr, Richard Schultz who 15 a ! which the year 1974 was $22.10 for nurses and other professionals !
surgeon in thils area, at this time approximately 40 years ; and $17.37 per visit for aides. The aides visits may last from i
old, He heard about home health agencies at a medical ) : 1 -~ 4 hours., Those figures for 1974 have been audited by both - ;
meeting in New Orleans and realized that there was an in- | an independent auditor and the intermediary's audit staff, j
sufficiency of services in Broward County. He investigated i An unaudited report for 1975 was submltted to the intermediary !
and talked with his colleagues and- determined that there | last week and shows that all the skilled visits were at a cost
was a need in the county for such services and determined : i 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
t
1
i

I will take the items one by one you requested. ;
i

to establish one. At that time there was only the Visiting
Nurses Association in Broward County that was working on a the number of patient visits dug to the competitlon-as well as i
very limited budget with a very limited staff and highly a very bad fall in the hospitalb'in this area, You may have i
restricted services (it should be of interest to you that recalled seelng in the paper that they were down to below 50% i
of capacity particularly in October and November, In addition, i
we separated the north and south part of the counties in the &ré. i
independent operation as of the 1lst of July and had 100 less !

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, g it '

who in turn hired an aide, and had contracts for physlcal therapy ¢ i patients July 4 than we had on June 30. We anticipate a slightly
services at the opening of the agency in June of 1970. Medicareé : !i reduced charge of $27.83 for the next three months under the i1
. certification was not approved until December, In November i Periodic Interim Payment Program and are looking for ways to cut Q
. i that for the balance of the year. :

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, In March of 1976 5

o
‘&-

= e A e i

VISITING NURSES "MEOICAL S50CIAL WORK *PHYSICAL THERAPY SPEECH THERAPY . OCCUPATIONAL THERAPY, HOME HEALTH AIDE
NUTRITIONAL GUIDANCE
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I have enclosed a copy of the bookiez Whiggdgt;:sf2532§led
hysicians
information which 1s handed out po P ola alse soomevnted
v i iven to the general public. Le_xave
32%§hc;2 502121 Security Administration in distributing the
blue Medicare handbook which is printed by them.

I have charted below for the years 1972-1975 t?e :o:gdper
visit and the number of viiits gortﬁgg 3§1§1§dv:§;vw251 thwough
for aide services., You w note it aonroug

tition came into the coun y

1973 until all of the compe vhe county and

ies 1in combination w p
Choose rononany now agenc alaries and increase in
freeze removal; this meant higher s 1pto and e et irst
benefits which are the major increase ¢ a.d adarpaos !

in the cost of nursing salaries an

g:igfigslgzzluding a pension plan, Another factgﬁ wiSmSZS
necessity of hiring supervisors in the field as e
of visits and the size of staff increased,

's salaries
8o charted the principle employee
from £e3a§gai%s°197o to 1975 23 in comgigésonAggtggg ziggigegf
an average staff nurse in that same pe . essity of opeming
in the cost increase was the nec y
2?%§c£§c;grﬂollyw00d and 1n Delray, again to meet the competition

of all the new agencies,

Cost per Visit

Number of Visits

Skilled Aides
2,445
21,0 27.49 s
iggg 23.52 20,86 lﬁ,ggg
1972 16.96 14,60 40’069
1973 13.97 15.16 55,952
1974 22.10 17.37 231922
1975 28,94 22,61 ;
Principle Employees Sdlaries
i Vi Pres, Average
Pres./Ned. Dix ls)gw}igre‘gm(arsqziggié) Exes. Dir. State Nurse
: 57,800
; 5,803(6months 6,000(6 mo) $7,
19;(1) ifc'ﬁﬁiﬁ“iam 7,200 2 Tmonths 3 $i3, 750 iB, koo
9 1973 -$1l1,541 10 mo. no director) $8.970
1972 10,663 6,245 16,002 2012
1973 $11,196 11,887 17,7;5 10,415
197k $1k4,113 21,589 23122 1150
1975  $16.207 25,023 28, )

T b i
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I should also like to note at this point that there 1s
noc 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 Boarg meetings but does not have a vote,) It also

Cther items of importance,in my. opinion, are the key to
controlling costs rather than being punitive through retroactive
denials, The Bureay orf Health Insurance beople have not been

and utilization, I know that they do have reasonable guidelines
for utilization and they certainly sholg have reasonable guide=

lines for reasonable costs, For example, when I found out that

to remain competitive it would be necessary to install a pension
plan, 'algo the Board felt that in order to retain our starf

was necessary, they asked that the planner base the benefitg
and the cost on the Federal Retirement Program, and that is
exactly what wag done, With a1l the computer experience

in individual ¢ases and accumulation of visits and costs of
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
guldelines - why can't the home health agencies have guldelines
rather than punitive action,

Another problem, and I'p Sure it's true in other states,
is the provision of ihe Certificate or Need requirement through
the health servlice agency and again some Teasonable guldelines
to those agencies so that You do not have 2,000 sets or rules
or guidelines to determine their Certificate of Need,

I assume you are knowledgeable or the fact that the
Division of Direct Reimbursement of BHI in Baltimore 1s running
a study at the present time with a number of selected agencies
in order ts determine efficiency levels and perhaps 'easonable
cost leveis, Certainly, this effort should be encouraged by
the Congress,

s
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There 1s one other polnt that I would like to refer to,
the polnt was brought up in the hearing in Tampa that the unver J. awiier, Sacratary

private non-profit agencies are running out visits and then " S ‘ Reubin 0D Askew, Govarnor
who needed care to VNA's or to public h g S ! G }\gl {? o oy ;' T %
{ Pl ?‘f Toors ! g« :
POS sard : b b .. H z :
T OFFICE BOX 210 [ JACKSONVILLE, FLORIDA 32201 ® PHONE (904)'354 ;m’ ;

referring patlents
In the past:five years we have had over
E. Charlton Prather, M.D,, M.P.H., Director ;

health agencies,
6,300 patients and of these only 9 used maximum number of

visits, none of these reguired a referral for further care,
This record should make it clear that we are neither. over-
On the

utilizing nor dumping people out on the street,
other slde, we have had numerous occasions where we have referred

non-Medicare eliglble persons to the VNA or to private for-

profit agencles because they were Canadians or English or

South Americans and did not have the eligibility in that way,
v M . 1 -

" ' De. E, rlton Prather, Director, Division of Health

: Februavy 4, 1975
| MEMORANDUM : C

et

or were in a geographical area where we did not cover,
A further point relative to the testimony in Tampa 1s g
that no one connected with this organization has any financial 7
interest in any suppllier and never has had. At the present i Dr. Malcolm Ford istant Di
time we have 4 different medical suppliers and the charges i FROM » Assis Directer
which we pay them are the equivalent to hospltal prices and in ' i : Dolores M. Wennl .. .
the case of rental average 15-20% below that of what Medicare B i 3 Public Health Nl;nd, Rég.,_}{.s,, Administratop I ,
allows them to charge patients, H Sing Section L‘/Z
SUBITECT:

I hope that this information will be useful to you and g POSITION PAPER ON HOME HEALTH SERVICES . :
to your commlttee, I shall be glad to answer further questions j i PREAMBLE: ’
if you desire. i — f

s ‘ .
§ : Chronic disease and long term illness i ;
i < L3 . 1s
| the inclusion of services to those afflicted is phoonrs bric health problem and :
E se ; is properly part of publi, ;
Sincerely yours, \,\ hearg.,;hces‘ These services should be part of basic programs _dP‘cJI-bbyc health
{ / departments if not avai provide county !
/j/ et {U\Wty\s j , . vailable through anothep agency. !
’ E ‘ Home Health Services can make ienifi .
; ; ; . -2 significant impact heal |
gicseggegggzyg’/ézcut ive % ¢ grermextc:id and in selected cases offer a satisfactory al'te:;:afiﬁec:s': o palth ?
Director \ ed care facilities. © nursing homes ‘
- ' i The goal of home health sepvy 1 .
. E € SIVices 1s to provide nedes i
) i g}ﬁ?ﬁ:ﬁﬁaﬁe to patients with chronic, subacute, or g tern 1% and
life r ur'mmdu}gs and'loved ones can hasten restoration to . o
i y or provide solace in terminal illness. They should be din 0 a healthful |
eaching and assisting patients and families toward independence anecdi ::wlfargelp j

! when possible. They should include counseling about -health practices that will

; and representatives of the rehabilitative + members
| prese ives = o1litative team, At leas:
not be employees of the agency nor have a vested interest 1:J.:::che patie;trfuigviewed

L
Health services provided by no: i careful,
. I d n-professionals mist be N
xﬁgr];yor}ngi:o:':gk ZI}:'d registered nurse. Such monitoring should J;Zlﬁgg gg:;r- o
and/or fanily of thair Gxpectations ang peoroor o2, J1SCUSSion with the patient
n i on servi i
of the patients mrogress. Frequency should be determinede.'l?;l ‘??: ’maggsgggaﬁfgge 4

DIVISION OF ADMINISTAAT VE SERVICES « DIVISION OF AGING  DIVISIDN DF CH LOREN'S MEDICAL SERVICES » () VISION OF CORRECTIONS o DIVISION OF FAMILY SERV] ICES » DIVISION OF HEALTH
DIVISION OF MENTAL HEALTH o DIVISION OF PLANNING AND EVALUATION « Division oF RETARDATION ¢ DIVISION OF VOCATIONAL REHABILITATION » DIVISION OF YOUTH SERVICES
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in compliance with medicare regulations when applicable. However, when not
applicable, no interval should exceed two months.

Non-professional personnel should meet the training requirements specified
in the Medicare regulations. Assignments of tasks should be in keeping with
their training, the scope of potential impact, and the condition of the patient.
For example, assisting a partially paralyzed patient out of bed may be a reason-
able assignment since no untoward reactions would be anticipated. However, 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 limitations so that they do not meke inappro-
priate demands nor entertain unrealistic expectations. %

Administration of medications by non-licensed persons is presently being
studied by the Attomey General. It would 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's

condition, the nature and effect of the medication,. and the understanding of the 7

cne to administer it. For example, in one instange an alert self-directing
patient having taken his pulse may request the homemaker to hand him a digitalis
tablet, The patient is knowledgeable and assuming responsibility for the act.

In another instance, a senile or confused patient could not assume this responsi-
bility and there would be a need for careful professional direction and supervi-
sion of medication administered.

There must be a careful distinction between home health aide services and
homemaker services. Home health aides are auxiliaries who provide sub~-professional
nursing care to the sick at home under nursing supervision. They may perform
light housekeeping tasks for the patient. ' They are trained according to Medicare
specifications. A curriculum guide for a 60 hour course is available in the
Public Health Nursing Section. Homemakers, on the other hand, have a simpler
shoiter preparation to perform household tasks for patients ar families who are
unable to do so for themselves. This does not supplant health services.

HOME HFALTH AGENCIES:

Agencies who deliver home health sertvices should receive a certificate of
need and meet the following standards: #*% ) .

1. Staffing patterns and ratios conform to regulations 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 those covered by third party payments;

3. Serwvices should be available according to patient needs and not
terminated when third party payments are exhausted;

4,  The agency must be eligible for Medicare certification;

5. The administrator of such an agency mist have completed formal
education in one of the health fields; -

)
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6. Corporate boards of such agencies must be composed of at least
seven members no more than two of which are relatives.

7. Funds for new agencies should cover expenses for at least six
mn% of operation. Fiscal reports should be a matter of public
record.

8, Referrals for service should come through professional channels.
Solicitation for patienmts through direct contact is deplored.

*%(See Appendix I)

ADMINISTRATION OF LICENSURE OF HOME HEALTH AGENCIES *

. In the event that licensure of home health agencies is deemed advisable,
administration of the program should be vested in the Public Health Mursing
Section. This section is already responsible for surveying agencies for Medicare
certification, therefore a separate licensing agent would duplicate services.

In ac:]d.ltion, the section staff is well versed in the evaluation of home health
services and de]_.lyety systems, nursing performance, goals, records, and reports.
It would be anticipated that survey procedures for Medicare certification and
state licensure would be telescoped into one operdtion which would constitute a
considerable saving. Past estimates of $120 per survey visit or $300 for the
average 2 1/2 visits and clerical support needed for a full certification process
are largely born by Social Security Administration.

_The enactment of a hame health services licensure law would necessitate the
appointment of a Home Health Agency Advisory Council to advise the Public Health
Nursing Secno:} in matters relating to regulations, standards of care, policies
governing seyvices, and expansion of hame care programs in the state. Such a
council would be comprised of a licensed physician, a registered murse, a physical
therapist, a speech pathologist or therapist,a medical social worker, an occupa-
tional therapist and three citizens who do mot have financial interest in a home
health agency.

DMW/br

ce: D. Hilderbrand
FHN Advisory Committee on Administration & Practice

NP
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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

May 11, 1976 Office of the Regional Representative

Honorable Lawton Chilles
United States Senator
Federal Bullding
Lakeland, Filorida 33801

Dear Senator Chiles: '

During the Miami HREA hearing last week, you questioned Mr. Dudley of
Gulf Coast Home Health Agency about a $40,000 monthly repayment schedule.
He responded to the effect that your Information was Incorrect and the
repayment was about $20,000 monthly. .

The actual amount of monthly repayment is $21,500. 2As the attachment
Indicates, $208,567 is in dispute. The issues (reasonableness of
salaries and reasonableness of pension costs) have been heard by the
Provider Reimbursement Review Board. I am awaiting the decision of
the Board in this case with more than usual interest. Should the
decision go against the government, our ability to cope with the all-
Medicare HHA problem will be damaged.

As you probably know, this case represents one of the first efforts we've
made to reduce what appeared to us to be "unreasonable" costs by basing
our action on the specific language of the statute that compels us to
pay only "rea~caable” costs. We've gone 1nto this knowing it will be
difficull in the absence of specific guidelinss. However, as I told you
In Yampa, while I can'’t always say what is "reasonable”, I can at times
say with a fair degree of certainty what is not reasonable. And it did
not and does not and will not seem reasonable to me to assume that a
HHA operator has more responsibility and should receive more reimburse-
ment (pasticularly from public funds) than the Mayor of Atlanta, the
Cormipsionnr of Soclal Security, or a United States Senator.

Because newspap#® reports of my comments in Tampa and, I believe your
opening statement in Miami indicated I "did not wish to get involved in
court cases because they would be costly”, I would like (as a matter of
personal pride, I supposel!) to offer this:

As a result of acticon by this office, the filrst termination in the
country of a hospital'’s Medicare participation because of "bad medicine”
took place, This was in Florida in or about 1970, There may have been

[ U R R S
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:t}zer tez:minations on that basis since but I'm not aware of them. The
bleeHMnaSSIHSJOHTzaus:d th; hospital to go out of business, which was a

. e physician-owner was indicted, tried ¢énvi
time in a Federal Institution. ’ : oted, and served

;‘urthex, a case that has recently been turned down for review by the
upreme Court--a case Invelving Mt. Sinal Hospital at Miami Beach and
some $6,300,000 in overpayments--cams about as a result of action taken

by this office. We haven't won that one yet (it's back in district

court for hearing of other issues) and perhaps we won't win it. But

I am compellad to belileve that publicity resulting from our refund demands

and the subsequgnt court action has had a strong and beneficial deterrent

effect on other hospitals. Not enough, I'm sure, but certainly some.

Finally, in the Miami area alene we (BHI) are defendants in elght court
cases, and plaintiffs in at least twelve others. This could bard.ly
have come about had I been unwilling to take the kinds eof action I took
knowing some cases would then wind up in court. I would add that Tom ’
Tierney, Director of the Bureau of Health Insurance, has consistently
iuppo.z'ted my efforts, including my attempts to base action on the
reasonableness" provision of the statute, even in the absence of the
precise regulations or guidelines that would be helpful.

I trust the above narration will not appear unseemly to you. I send it
along, as I indicated, in part because I obviously did not express myself
well on the subject in Tampa. More importantly, it is an attempt to
s.'}ow you that this Bureau does not act from a base of bureaucratic
timidity but rather--considering the resources avallable to it and the

magnitude of the program--from a base of . .
and stewardship. administrative responsibility

Your hearings have been most beﬁefic.ial
+ and I hope you will let me kno
whenever we can help you Ffurther with Medicare problems. v

Douglass #. Richard
Regionkl Representative

Sincerely yours,

74-599 O - 76 - g

IV W,
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a' UNITED STATES GOVERNMENT DEPARTM! NT OF HEALTH, EDUCATION, AND WELFARE
X , RFGION IV — ATEANTA
Status of the Overpayment of Gutf Coast HHA j ; Memorandum
. 3 , + j
The onginat ovesgament o Mt 2 190 S0 e (o
was neduced to $474,049.92 on Mar ; eatendat thon than §iscal : : TO ¢ Director, Bureau of Health Insurarce DATE: May 21, 1976
518 was incorrectly based upoh a calendat, ~ Z
Aaﬂaiﬂy o . ; : i REFER TO!
year. . 1975 was y FROM - : Regional Representative, HI, Atlanta

] 1o O)M_QA.H. p g’ AN AUQU/SJC 31 »
$‘22; ;87 00. ]w amC!U.Vbt was ,(J’L(‘JLG,HAQU. »tO ‘?346,363.00 as a JLM
’ ‘

ult of
disallowing pension cosits. :

¥ SUBJECT : Regional Bi-Weekly Highlight Report - Atlanta - for Two Weeks Ending
May 22, 1976

revisionk, fon both yeans was $820,412.92;

The Lotal overpayment, abter te iins,345.92, Loaving a batance

. collections tough Aprll 197
ouwts tanding of $402,067.00.

1 y 1 HHA r
' y 26, 1976 the outstanding aug/‘tpagme@i of Gulg Coas
?ﬁf%“ﬁ%éd ending August 31, 1974 {nevised ginal Abﬁ;ie}geé%) Sggtdoo
Augusz 31, 1975 (fentative settlement) was *$142,059.08 an sds, 363 0,
nupeoﬁué&y. AL that Lime, the repayment Achedule wa$j.0u700 Lisned o
$40,722.08 due Februany 24, 1976, and 11 payments of ,

final payment due January 24, 1977.

1 I+ Contractor Operations’

We hosted a meeting in Atlanta on May 19,.13276 for intermediary
personnel, including DDR, involved in processing claims from
Plorida home health agencies. This was the second meeting in a
two~part series for these intermediaries; the first having dealt
with provider reimbursement problems on March 25, 1976.

The purposes of the May 19 meeting were to discuss approaches to
| HHA claims processing, examine difficult claims areas, and to
H encourage uniformity so that providers do not feel that they are
(or can) get differential treatment from one intermediary at the
expense of another. ' The meeting was successful in highlighting

e e e reee et o

i ' ived., On March 4, 1976,
t due Febiuany 24, 1976 was noi received. N
Ze}aﬁ%ﬁiﬁb&j rivgine o ouMpaymaM et g o ’é?g&?ﬁidﬁi a number of problem areas and in encouraging uniformity. A1l

oth with ation recel wbe ' .
, based on e document on ( ” ) participants agreed that the session was very productive. We
z’ﬁijiﬁtzﬂﬁ &%i%,ty then wa/sﬁlw,duced grom $488,422.08 fo $466,567.00. - _ ; perticipunts'agrees that the session vag vezy prodsctive. e

‘ tucted both for claims processing and provider reimbursement personnel.
. . , e k
, 3 na, Flonida Blue Choss wab 4Lis
As a4 nesult of the pending hearing,

to collect the Liability nutﬂf&z’gt 6)(wm audit aij'?meﬁd?gﬁe%? noit

in dé . Those items in dispute ipension an alany ad - ;
ﬁoiﬁtﬁézq&a $208,567, Leaving a balance of $258,000 (m;z‘.lx_;;zoocanglnn%g%.to
be coblocted over a 12-month period. This equated 1o , P

: ¢ Febuany, March and April in the amount
B e by e Tﬁmeﬁoie, the total outstanding debt
The uncontested amount remaining

L,

IT. Program Integrity

A, On May 7, 1976 in the United States Court, Middle District of
Florida, Orlando Division, Boyd D. Evans, President of Evans
Respiratory Centers, Incorporated; was convicted of three (3)
counts (18 U.S.C. 1001) of Medicare fraud, On May 13, 1976, Judge
Reed sentenced Mr. Evans to three ¢3) years imprisonment, three (3)
years probation, and fined him $10,000, All but four (4) months of
the senternce were suspended.

S

!

i
B

The paymen '
of $21,500 each were received.
has been neduced o $402,067.00 to date. o ' o
iA $194 000. B.~0n May 13, 1976 in United States Coz{.rt, Middle District of
’ Florida, Tampa Division, a 20 count indictment (1 conspiracy and
19 under 18 U.5.C. 1001} was returned on the following: Ernest
Winkle, Leonardo Winkle, Jo DeStefano, Alan Colmar. A trial date
has not been set, but this case is expected to go to trial iIn July.
. These individuals submitted fraudulent bills for a variety of services
i ‘ involving a hospital, an independent laboratory and chiropractic
Vo S services. -

DHELP ELIMINATE ‘WASYTE COST REDUCTION PROGRAM }
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C. On May 17, 1976 in the United States District Court for the
Middle District of North Carolina (Winston-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. 1935nn(a) (1) misdemeanor) of Medicare
fraud before Judge Gordon in Salisbury, Nerth Carclina.
counts (14) were dropped in accordance with plea negotiations.
Judge Gordon sentenced Mr. Campbell 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. 1395(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.

Ifi;//efate Operations

Iv.

with the amount of current infterest in home health agencies in
Region IV, it Is interesting to note that Public Law 94-63, Section
602~A has made available $3 million to be used as seed money to
facilitate the development of new home health agencies and the
addition of new services 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 has 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 for the grant project. He has recently
notified State agencies of the availability of the funding.

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’ views 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.

. 3 n ”
At ey Y AIAZ
- 4
. Douglass M. Richard
Regional Representative

The remaining
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July 1, 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 haalth 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 iike to hear from
you.

CHHA/CHS is dedicated to achieving the goal of quality health care

in the home and in community settings. To meet this goal, we

cosponsor, with the American Public Health Association, a voluntary
accreditation 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
Assaciation, 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 and 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 f abuse. We
know you are in agreement with this thinking.

ten coumbus circle  new york, new york 10019 212-582-1022
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Honorable Lawton Chiles bage 2
United States Senator

A/CHS and

. N HH
some brochures which describe € N i teuss

We would appreciate the opportunit
e of your staff.

| have enclosed
our programs.
this with you or on

Sincerely,

o 2 b

K irector

.y Joan E. Caserta, Director
é:;Zriment of Home Health'AgenC|es
and Community Health Services

JEC:LB:cb

enclosures: This is CHHA/CHS

Still Makes Housecﬁlls )
iﬁzezzséunity Heaith Nurse LspWher:uzzz Need Her
i ici roce .
Aceredi tation = 221;2;?2 ::d Guide for Preparung.Reports
Home Health Patients

Type,Length and Cost of Care fir

Year R odels o7 alth Care Benefits .
Proposed odel® = ;z; 222e02?ivery of Home Health Services

CHHA/CHS Staff List
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o

Freli can See:
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May 18, 1976

Mr. Gene Tischer, Director
Bay Area Home Health Services
85 West Miller Streset

Sulte 402

Orlando, Florida 32806

Dear Mr. Tischer: .
In the March/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 s statement saying that
no salary guidelines are avallable and that such guidelines are
needed. :

The Council of Home Health Agencles and Community Health Services

of the National League for Nursing, through our Yearly Review, has
collected salary Information In home and community health agencies
since the 1920s. The Yearly Review Is an annhual survey of policles,
practices and trends in home and communlty health agencies. The data
8re collected In Aprill each year from @ representative and largely
Identical sample of officlial and voluntary agencies of all sizes
throughout the country. (The ssmple is not limited to CHHA/CHS member
agancles.) Over the past few years private home health agencles have
been Included but the small number of returns and the incomplete nature
of responses did not permit inclusion in the final survey results.

| am sure you are aware that salary gulde!ines are set on the basis of
‘what is''; therefore, the Yearly Review does, in fact, yleld salary
guldal Ines.

Also Included in the annual survey [s Information on Cost and Charge
for Home Care-of-Sick Services. A flyer for the CHHA/CHS publication
with the 1974 survey results is enclosed. If you have any questions
or nead further information, please #o not hesitate to contact us.

Sincerely,

(Mrs.) Joan E. Caserta, Director

Leah Brock, Statisticlan ' o

- JEC:LB:cb

encl.

cc: J. Rutherford

[N Sy



[Editorial frem the Miami Herald, Apr. 14, 1976]
Ag LoNg A5 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 operating home
health agencies in Florida. Once again it is revealed that government’s attempts
to provide a social service the people desperately need w