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LETTER OF TRANSMITTAL

U.S. SENATE,
SpeciaL. COMMITTEE ON AGING,
) Washington, D.C., December 7, 1981.
Hon. Joun HEINZ,
Chairman, Senate Special Committee on Aging

Dear Mr. CHaIrRMAN: The enclosed background material pre-
pared by the staff is the product of a 6-month review of the per-
formance of the Office of Inspector General, Department of Health
and Human Services. I would like to acknowledge the dedicated
work of David Holton and Bill Halamandaris of the Senate Com-
mittee on Aging in preparing this report. Ed Mihalski provided
support and considerable assistance.

The. study focused on the activities of the Office of Inspector
General, Department of Health and Human Services, in combating
fraud, abuse, and waste in Department programs. Particular em-
ghasi§8was placed on the 12-month period from January to Decem-

er 1980.

While the staff concentrated their work on the investigative
efforts of the IG, their work also included an examination of audit
and health care systems review within the office. Particular atten-
tion was paid to the effectiveness of working relationships between
the IG and operational units within HHS, and between the IG and
units of Government, such as FBI and Justice, outside the Depart-
ment. Hundreds of records, reports, and case files were analyzed.
Extensive interviews were conducted with officials at the IG’s
Office, the Office of the Secretary, the Health Care Financing
Administration, the Department of Justice, the General Account-
ing Office, the Department of Labor, the American Law Division
an};l Division of Public Welfare of the Library of Congress, and
others.

Two additional units within the Department have fraud and
abuse control responsibilities. These include the State fraud control
units, which are under the direction of the IG’s Office, and certain
program surveillance activities by medicare fiscal intermediaries
and carriers. An examination of the activities of these units was
not possible in the time allowed.

We appreciate the cooperation of the Department of Health and
Human Services Inspector General, and the Health Care Financing
Administration, Office of Program Validation.

Sincerely,
' JoHN RoTHER, Staff Director.
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I. INTRODUCTION

During the period immediately preceding the enactment of
Public Law 94-505 establishing the Office of Inspector General in
the Department of Health, Education, and Welfare (now the De-
partment of Health and Human Services), and the implementing
regulations in 1977, committees of Congress conducted more than
70 hearings concerning fraud, abuse, waste, and the Department’s
ability to control these activities. (See appendix B for definition of
fraud, waste, and abuse.)

These hearings demonstrated that the programs under the juris-
diction of the Department, in the words of L. H. Fountain, chair-
man of the House Government Operations Committee, ‘“(P)resent
an unparalleled danger of enormous loss through fraud and pro-
gram abuse.”

Virtually every aspect of the health programs and every provider
class was implicated. Problems were found in the operation of
nursing homes, prepaid health plans, boarding homes, medicaid
clinics, clinical laboratories, home health agencies, pharmacies,
suppliers, vendors, and others.

At that time, the loss to the Government due to these fraudulent
activities was estimated at 10 percent of the total medicare and
medicaid expenses—about $3 billion.! Subsequent estimates have
placed the figure higher..

At the same time, a survey of the Department’s ability to combat
fraud and abuse disclosed serious deficiences in the Department’s
auditing and investigative procedures:

—Only 10 of the Department’s 129,000 full-time employees were

criminal investigators with Department-wide responsibility.

—Multiple audit and investigative units operated out of the De-

partment without coordination or leadership.

—Auditors and investigators reported to officials responsible for

the programs under review. '

—Instances were found where investigators were prohibited from

pursuing certain cases. ,

—There was an absence of meaningful data on the extent of the

problem and an affirmative plan for attacking the problem.

Congress created the Office of Inspector General to address these
fundamental problems of independence, duplication, inadequate re-
sources, and to provide a remedy for the rampant abuse afflicting
the programs.

Despite this mandate, most of the problems identified by Con-
gress in 1975 remain. Problems related to abuse, fraud, and waste
still plague the program. Fragmentation and duplication continue.
Resources are even more limited. The Inspector General has yet to
prove an effective remedy:

! “Fraud and Abuse Among Clinical Laboratories,” S. Rept. 94-944, June 15, 1976.
(09
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—The HHS IG ranked 9 out of 11 statutory IG’s in terms of
questioned costs per dollar expended in 1980.

—The HHS IG ranked 13 out of the 15 statutory IG’s in terms of
the number of criminal investigations opened in 1980.

—Only 5 of 41 health cases referred to the Department of Justice
in 1980 by the HHS IG resulted in convictions.

—There has been no apparent impact by the IG in effecting
program change to prevent the recurrence of abusive or fraud-
ulent practices.

—dJurisdictional disputes have emerged, hampering the effective-
ness of the Office in its criminal investigations.

—There is no indication the Office has developed an effective
comprehensive strategy for attacking the major problems
facing the program.

—The HHS IG’s Office is understaffed. One State, New York, has
as many criminal investigators as the IG does for the Nation.

BACKGROUND

By any account, the rate of growth in expendjtures for programs
under the jurisdiction of the Department of Health and Human
Services has been enormous. In the 6 years since enactment of the
legislation creating the Office of Inspector General, the rate of
growth exceeded 65 percent.

Best estimates are that the proportion of fraud, abuse, and waste
in these programs has remained constant. But the medicare and
medicaid programs, which are estimated to account for the major-
ity of the total losses due to fraud, waste, and abuse,? have in-
creased by 126 percent during the same period.

In 1980, the Department of Health and Human Services (HHS),
spent about $195 billion. Of this total, $134.4 billion was spent by
the Social Security Administration. Of the remainder, $57 billion
was spent on health care—$35 billion by medicare, $13.9 billion
IS"‘ederal share for medicaid, and $8.1 billion for the Public Health

ervice.

At the time of the creation of the Office of Inspector General,
there appeared a consensus that 10 percent of total medicare and
medicaid expenditures—about $3 billion—was being wasted or
stolen. The first annual report of the Inspector General (March 31,
1978) provided a “best estimate” that for “HEW programs involv-
ing Federal outlays in fiscal year 1977 of $136.1 billion, the inci-
dence of fraud, abuse, and waste—at a minimum ranged between
$6.3 and $7.4 billion.”’2

In recent years, there has not been an attempt to quantify the
amount of waste, abuse, and fraud in programs under the Depart-
ment’s jurisdiction. In February of 1980, former Secretary of
Health, Education, and Welfare, Patricia Harris redefined the
problem, indicating she would prefer the terms “program misuse
and management inefficiency.” (Appendix A.)

In July of 1980, the Federal Bureau of Investigation in an ap-
pearance before the Senate Finance Committee indicated the prob-
lem was “rampant and pervasive.” Spokesmen for the Department
testified the most evident finding of their investigation was “that

2 “Office of the Inspector General: Annual Report,” HEW, Mar. 31, 1978.
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corruption had permeated virtually every area of the medicare and
medicaid health care industry.”3

Congress has repeatedly found that the social security payment

system lacks adequate safeguards. Social security card fraud
schemes, payments to the dead, and fraudulent employment, wel-
fare and other benefits to unqualified beneficiaries are said to have
cost the program billions.4 :
- The Inspector General’s recent ‘“Project Baltimore” matching the
death- tapes (recorded deaths) with social security payments has
identified over 8,000 improper payments. The IG identified over
$1.5 million lost in a similar fashion in improper payments under
the black lung benefits program.s :

In order to determine the amount of money lost to the Govern-
ment through fraudulent acts, the General Accounting Office ana-
lyzed over 77,000 cases of fraud and other illegal activities reported
by various Federal agencies between 1976 and 1979. Their May 7,
1981 report concluded the Government had lost at least $150 mil-
lion through these activities and that something less than 30 per-
cent had been recovered.®

In 1975, the Department had 129,000 full-time employees. Ten of
these were full-time criminal investigators with Department-wide
responsibilities. Other units were identified by the Department as
having significant responsibility for the prevention, detection and/
or investigation of fraud and program abuse; but the House Gov-
ernment Affairs Committee considered the list incomplete and im-
precise, since there was evidence of confusion in the manner in
which the units were selected and classified.”

According to the March 23, 1981 survey of resources, appendix B,
some 43 components within HHS share with the Inspector General
the responsibility of promoting efficiency and combating fraud and
abuse in the Department. In addition, the Federal Bureau of Inves-
tigation has indicated an intent to target significant resources in
this area.

Resources in the Department dedicated to these activities totaled
11,321 staff years at a cost of approximately $427.5 million. OIG
resources accounted for 977 staff positions and $43.3 million of that
total. ,

3 “Medicare and Medicaid Fraud,” Senate Committee on Finance, S. Rept. No. 96-92, July 22,
1980.

4360 Million Error: Pensions to 8,000 Dead People,” New York Times, Sept. 30, 1981.

5 “Draft Inspector General’s Audit of Black Lung Benefits,” HHS Fact Sheet, no date.

6 “Fraud in Government Programs: How Extensive Is It? How Can It Be Controlled?”” General
Accounting Office Report AFMD-81-73, Sept. 30, 1981.

7 “Tenth Report—Department of Health, Education, and Welfare (Prevention and Detection of
Fraud and Program Abuse),” House Committee on Government Operations, H. Rept. No. 94-786,
Jan. 26, 1976.



II. CONGRESSIONAL HEARINGS AND FINDINGS LEADING TO
THE ESTABLISHMENT OF THE OFFICE OF INSPECTOR GEN-
ERAL

The creation of the Office of Inspector General, HEW, was the
culmination of intensive investigative and oversight activities. Six
congressional committees ‘were finitely involved: The Senate Spe-
cial Committee on Aging, the Senate Committee on Finance, the
Senate Government Operations Committee, the Senate Permanent
Subcommittee on Investigations, the House Government Oper-
ations Committee, and the Oversight Subcommittee of the House
Interstate and Foreign Commerce Committee.

Table 1 details these activities.

4



TABLE 1 DISTRIBUTION

SCoA = Senate Committee on Aging
S8GA = Senate Government Affairs

SF = Senate Finance

4

HCoA =

OF CONGRESSIONAL HEARINGS AND REPORTS BY YEAR

1968-1981

House Committee on Aging

HGO = House Government Operations
HGm = House Commerce
HWM = House Ways and Means

Subject 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 11978 1979 1980 1981
General Medi- .
care & Medicaid| SCoA 1 SCoA 3 |SCoA 3 SCoA 2 SGA 1 SF 1
fraud and waste HGO 2 [SGA 1 |HCm 1 [HCoA 1 HCoA 1
HCm 2 HWM 3 | HWM 1
HGO .1
Medicare/Medi-
caid adminis- SF 2 SF 11 SF 8 HCm 4 HCm 2
trative & reim- SGA 1 SF 1
bursement refrm
;roial Security SF 8 | HWM 1 SF 3 SF 1
1 improvements HWM 1 .
i i
! HGO 3 |HGO 7 !SGA 3
Establishment
of 01G
State fraud
units, anti- SF 2 HCm 3 |SCoA 1
fraud HCm 1 HWM 2
—_
'HMO0's (prepaid | SGA 2 SGa 2 SF 1
~lhealth plans) HCm 1
0.1
' GA 3 HCoA 1 SCoA 1 SGA 2
Home health : SCoA 1 HWM 1 SF 1
care HCm 1
Hospitals HCm & HCm 1
(Surgery)
;
Lab fraud ' BCoA 2 | HCm 4
SCoA 3] SCoA 4 | ISCoA 2 SCoA 6 BCoA 2 HCm 2 {SGA 4 | HCoA 1
LTC/ Nursing ‘ HCoA 1 FGA 4
homes s fiom 1




SENATE AGING COMMITTEE HEARINGS

The Senate Aging Committee conducted more than 30 oversight
hearings focusing on problems in the medicare and medicaid pro-
grams between 1965 and the publication of regulations establishing
the IG Office in 1977. Testimony before the Senate Special Commit-
tee on Aging in 1968 cited instances of substandard care and exhor-
bitant profits for certain physicians and other suppliers. Subse-
quent oversight hearings by this committee provided a growing
body of evidence of problems in the nursing home industry. The
committee’s examination of the trends in long-term care showed
cases of facilities failing to meet quality and safety standards,
patient care abuse, and fraudulent payments. The committee’s
review culminated in a series of reports issued in 1974 and 1975.

In September of 1975, the committee reviewed the excesses of
factoring firms and the problems associated with hospitals catering
to welfare patients. In October of the same year, hearings were
held dealing with fraudulent and false billing practices of some
home health agencies in the medicaid program. In December, the
committee found widespread patient abuse and mismangement of
public funds in the Nation’s largest nursing home.

In February of 1976, the committee released -a report on clinical
laboratories, concluding that $1 out of every $5 spent on laboratory
services under the medicaid program had been ripped off.

In August 1976, the committee completed an intensive review of
shared health facilities (medicaid mills). Among the abuses found
were unnecessary testing, kiting, blatant overutilization, ping-pong-
inlgl, factoring, percentage contracts, and various forms of false
billing.

Investigators found kickback arrangements to be a way of life.
Pharmacists were required to pay kickbacks to physicians and
nursing home operators. Purveyors of meat, linen and laundry
services, produce, groceries, medical supplies, and cleaning services
were found to be similarly involved.

In 1977, the committee focused for the second time on the grow-
ing tendency to dump patients from State mental hospitals into
boarding homes and the related problems of abuse and theft of
supplemental security income funds.

SENATE Finance CoMMITTEE HEARINGS

The first Senate Finance Committee hearing in 1969 examined a
range of fraudulent and abusive practices. The hearings were held
in response to preliminary HEW audit and committee staff find-
ings of widespread abuse by recipients and providers of medicaid
services coupled with a lack of effective control mechanisms both
at the Federal and State levels. Actions cited included “gang visits”
by physicians to nursing home patients, provision of unnecessary
services, fragmentation in billing, conflict of interest situations,
supplier kickback arrangements, and establishment of multiple
bank account numbers making it difficult to trace Federal pay-
ments. The Finance Committee hearings provided additional docu-
mentation of these and related practices such as billing for services
not rendered, and billing by supervisory physicians in teaching
hospitals for services actually performed by residents and interns
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without the involvement of these attending physicians. Some of
these findings were restated in the Finance Committee staff report,
issued on February 9, 1970. The report also contained recommenda-
tions for the establishment of a fraud and abuse unit in HEW and
similar State entities. Later that month, the committee began hear-
ings on the staff report findings. While these hearings focused on a
variety of program issues, both the incidence of fraudulent actions
and HEW efforts to improve administration in this area were
noted. Further testimony on fraudulent activities was cited by
witnesses during the committee’s hearings on the “Social Security
Amendments of 1970.”

Between 1970 and 1976, the Senate Finance Committee held
more than 30 hearings dealing with medicare and mediciad reim-
bursement reform, social security program improvement, and State
fraud control units. Most of these hearings were held to consider
legislative reforms which strengthened antifraud and abuse efforts.

SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS HEARINGS

Beginning in 1976, the Permanent Subcommittee on Investiga-
tions detailed extensive abuse involving residential treatment cen-
ters, substandard hospitals, welfare administrators, prepaid health
centers, and more than $2 billion lost in guaranteed student loans.
Senator Nunn, chairman of the subcommittee, concluded, “No
agency needs a system of fraud and abuse detection more than the
Department of Health, Education, and Welfare. Once HEW writes
a check, there is little ability on the Government’s part to deter-
mine if the money is spent properly.”8

Hearings By House COMMITTEES

Considerable evidence concerning fraudulent practices and the
Department’s ability to control these activities was presented to
House committees.

In 1975, the Government Operations Committee, chaired by L. H.
Fountain, found “extremely serious deficiencies” in the Depart-
ment of Health, Education, and Welfare’s auditing and investigat-
ing procedures.

Among the deficiencies cited were:

—DMultiple audit or investigative units within a single agency,
organized in a fragmented fashion and without effective cen-
tral leadership.

—Auditors and investigators reporting to officials who were re-
sponsible for the programs under review or were devoting only
a fraction of their time to audit and investigative responsibil-
ities.

—Lack of affirmative programs to look for possible fraud or
abuse.

—Instances in which investigators had been kept from looking
into suspected irregularities, or ordered to discontinue ongoing
investigations.

—Potential fraud situations that had not been sent to the De-
partment of Justice for prosecution; and

8 Congressional Record, July 20, 1976, p. 22723.



—Serious shortages of audit and investigative personnel.®

Specific to the Department of Health, Education, and Welfare,
the Fountain committee found: -

1. HEW’s operations present an unparalleled danger of enormous
loss through fraud and program abuse.

2. HEW officials responsible for prevention and detection of
fraud and abuse have little reliable information concerning the
extent of losses from such activities.

3. “HEW units charged with responsibility for prevention and
detection of fraud and program abuse are not organized in a coher-
ent pattern designed to meet the overall needs of the Department.”
Fraud and abuse units were found to be scattered throughout HEW
in a “haphazard, fragmented and often confusing pattern.”

4. Personnel of most HEW fraud and abuse units lack independ-
ence and are subject to potential conflicts of interest because they
report to officials who are directly responsible for managing the
programs the unit is investigating.

5. Resources devoted by HEW to prevention and detection of
fraud and program abuse are ridiculously inadequate.

6. HEW, at least in part because of its fragmented organizational
structures, failed to make effective use of the resources it has.

7. Serious deficiencies existed in the procedures used by HEW for
the prevention and detection of fraud and program abuse.

8. Instances were found where it took as long as 5 years or more
for HEW to take corrective action after deficiencies in its regula-
tions became known.1?

In March 1977, the Senate Aging Committee and the House
Ways and Means Committee held hearings to examine alleged
fraudulent medicare and medicaid billing practices by a home
health agency in California. Evidence was presented concerning
falsification of expense records, use of program funds for operation
of unrelated businesses, and improper financial arrangements
among organizations. The hearing also examined deficiencies in
State and county administration of the homemaker/chore services
program.

Also in March 1977, the Subcommittee on Oversight and Investi-
gations of the House Interstate and Foreign Commerce Committee
held hearings to consider allegations of various nursing home
abuses, particularly in Texas and New York. Evidence was present-
ed pertaining to deficient care, pharmaceutical kickback arrange-
ments, and vendor kickback schemes. The subcommittee also
issued a report on its survey of over 4,000 registered pharmacists;
this survey disclosed that approximately 18 percent of those re-
sponding indicated knowledge or suspicion of kickback activities
between pharmacists and long-term care facilities.

Later that year, the committee’s Subcommittee on Health and
the Environment received information on the Department’s exami-
nation of payments on behalf of ineligible medicaid recipients.
Approximately two-thirds of the errors were attributable to State
agency actions while one-third were attributable to client errors.
Total medicaid expenditures for ineligible persons were estimated
at $1.2 billion in fiscal year 1977. :

2 “Shaping the Inspector General Law,” Government Accountants Journal, vol. 28, spring
1979.
1o Reference cited in footnote 7.



I11. SUMMARY OF LEGISLATION CONCERNING FRAUD,
WASTE, AND ABUSE

LEGISLATIVE HISTORY-OVERVIEW

In response to the problems which has been identified in the
medicare and medicaid programs, both the House Ways and Means
Committee and the Senate Finance Committee included provisions
in their versions of the “Social Security Amendments of 1970”
designed to curtail fraudulent activities. While the 91st Congress
ended before the legislation could be enacted, the provisions were
again considered as part of the “Social Security Amendment of
1972.” The final legislation, Public Law 92-603 contained amend-
ments which provided sanctions for program violations and
strengthened program administration.

The Senate-passed versions of both the 1970 and 1972 bills con-
tained an amendment which provided for the establishment of an
Office of Inspector General for Health Administration within
HEW. This unit would have had responsibility for continuing
review of medicare and medicaid in terms of effectiveness of pro-
gram operations and compliance with congressional intent. This
amendment was not approved by the conferees.

In response to the 1975 findings of the House Government Oper-
ations Committee, hearings were held on proposals (H.R. 15390) to
establish an Office of the Inspector General as an independent
" entity within HEW. The committee reported H.R. 15390 on Septem-
ber 14, 1976.

The Senate Committee on Government Operations reported a
comparable bill, H.R. 11347, on September 28, 1976. The only sig-
nificant difference between the bills was that title IT of the Senate
measure incorporated an additional provision directing the Inspec-
tor General to establish a separate staff to handle investigations
involving the medicaid, medicare, and maternal and child health
programs. This measure was approved by the full Senate on Sep-
tember 28, 1976, and by the House on September 29, 1976; it was
signed into law as Public Law 94-505 on October 15, 1976.

Legislation to strengthen penalties against program violators and
expand disclosure requirements was initially considered by the
Congress during 1976. The Senate approved a measure (H.R. 12961)
on September 20, 1976, which contained several amendments de-
signed to stem fraudulent practices. On the House side, hearings
were conducted by the Interstate and Foreign Commerce Commit-
tee on September 22, 1976, on a number of related measures. On
October 1, 1976, a modified proposal (H.R. 15810) was introduced
for discussion purposes. Because of the lateness in the session,
necessary congressional action could not be completed.

Consideration of antifraud and abuse legislation began early in
the 95th Congress. H.R. 3 was introduced jointly by Congressmen
Rostenkowski and Rogers on January 4, 1977, while a similar

C)]
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measure, S. 143, was introduced by Senator Talmadge, together
with 32 cosponsors on January 11, 1977.

Because this legislation affected both the medicare and medicaid
programs, H.R. 3 was referred jointly to the Ways and Means and
Interstate and Foreign Commerce Committées in the House. On
March 3 and 7, 1977, the Health Subcommittees of these two com-
mittees held joint hearings on the bill. Witnesses focused on the
need to strengthen program penalties, expand disclosure require-
ments, and improve State antifraud efforts; they provided specific
comments and/or recommendations concerning proposed statutory
changes. Major points presented during the hearings were summa-
rized in a Ways and Means staff document issued on March .28,
1977. The Ways and Means Committee reported the bill on June 7,
19717, and the Interstate and Foreign Commerce Committee report-
ed the measure on July 12, 1977. It was the intent of the two House
committees considering the legislation to recommend very similar
committee amendments when reporting the bill to the House. The
Commerce Committee version included a few medicaid amend-
ments not included in the Ways and Means version because the
latter had already concluded consideration of the measure. More
importantly, the two bills contained substantially different sections
relating to the confidentiality of patient medical records which
fostered considerable debate. The final version which passed the
House on September 23, 1977, did not contain a confidentiality

provision.

- The Senate Finance. Committee began consideration of S. 143 on
August 3, 1977, and reported the measure on September 26, 1977.
The Senate passed the measure, which was similar to the House-
passed bill, on September 30, 1977.

Conferees for both Houses met on October 5, 1977, and resolved
the differences between the House and Senate passed bills. The
conference report was issued on October 11, 1977, and approved by
both Houses on October 13, 1977.

Since the enactment of Public Law 95-142, the Congress has
approved several provisions designed to clarify existing require-
ments and further strengthen antifraud and abuse activities.
Public Law 96-272 the “Adoption Assistance and Child Welfare Act
of 1980” included a provision, added as an amendment by Senator
Schweiker during the floor debate, which pertained to the ex-
change of information on terminated providers. ,

Public Law 96-499, the “Omnibus Reconciliation Act of 1980”
included five pertinent provisions: (1) An extension of the funding
for State medicaid fraud and abuse control units; (2) a technical
provision relating to the reporting of financial interest; (3) expan-
sion of the exclusion of health professionals convicted of medicare
and medicaid crimes to include certain groups of persons such as
" operators or administrators of health care facilities; (4) clarification
of criminal penalties for certain medicare and medicaid related
crimes; and (5) amendments designed to improve administration of
the medicare home health benefit provision. The first three of
these provisions were included in both the House Commerce and
Ways and Means Committees’ versions of H.R. 4000; the fourth
provision was included in the Commerce Committee’s version of
H.R. 4000 and the fifth provision was included in the Ways and
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Means and Commerce Committees’ versions of H.R. 3990. All five
were subsequently incorporated in the House-passed reconciliation
measure. The Senate-passed reconciliation measure did not include
these provisions, though H.R. 934, as reported by the Senate Fi-
nance Committee, had contained a provision extending funding for
medicaid fraud control units.

Public Law 97-35, the “Omnibus Budget Reconciliation Act of
1981,” authorized the Secretary to impose civil money penalties in
the case of medicare and medicaid fraud. This provision (included
in different versions in both the House and Senate passed bills) was
adopted because the Government previously had no recourse,
except for the collection of overpayments, in instances where fraud
cases had not been brought to trial.

LEGIsLATION .

The following is an outline of the major antifraud and antiabuse
provisions which have been enacted into law.

PUBLIC LAW 92-603, THE ‘“‘SOCIAL SECURITY AMENDMENTS OF 1972"

Public Law 92-603 included several provisions which established
penalties for program violations:

(A) Penalties of up to 1 year’s imprisonment, $10,000 fine, or
both were established for persons convicted of soliciting, offer-
ing, or accepting bribes or kickbacks; concealing events con-
cerning a person’s rights to benefits with the intent to defraud;
and converting benefit payments to improper use.

(B) False reporting of a material fact as to conditions or
operations of a health facility, or both, was defined as a misde-
meanor and was subject to up to 6 months’ imprisonment, a
fine of $2,000, or both.

(C) The Secretary was authorized to suspend or terminate
medicare payments to a provider found to have abused the
program. Further, Federal participation was barred for medic-
aid payments which might subsequently be made to such a
provider.

The legislation also barred so called “factoring” arrangements by
prohibiting program payments to anyone other than the physician
or other person who provided the service, unless such person was
- required as a condition of his employment to turn his fees over to
his employer.

Public Law 92-603 also included several provisions designed to
improve program administration. These amendments authorized
increased matching funds for installation and operation of claims
processing and information retrieval systems under medicaid, pro-
vided for the establishment of Professional Standards Review Orga-
nizations (PSRO’s), and conformed standards for skilled nursing
facilities participating in both medicare and medicaid.

PUBLIC LAW 94-505, ESTABLISHMENT OF THE OFFICE OF INSPECTOR
GENERAL

Public Law 94-505 was intended to correct the problems identi-
fied by the Congress in the prevention and.detection of fraudulent
and abusive activities in programs administered by HEW. The

87-144 0 - 81 - ;
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legislation provided for the establishment of an independent Office
of Inspector General (IG) for HEW. The IG and his Deputy are
appointed by the President with the advice and consent of the
Senate. The law specifies that these individuals shall be selected
solely on the basis of integrity and demonstrated ability and with-
out regard to political affiliation. The IG and Deputy IG may be
removed by the President who is required to communicate the
reasons for such removal to both Houses of Congress. Though not
technically civil service employees, the IG and his Deputy are
subject to restrictions against partisan political activity applicable
to such individuals. The law required the IG to appoint an Assist-
ant IG for Auditing, an Assistant IG for Investigations, and pro-
vided for the consolidation and appropriate transfer of existing
audit and investigative functions.

Public Law 94-505 charged the IG with the following duties and
responsibilities:

(A) Supervision, coordination, and provision of policy direc-
tion for HEW auditing and investigative activities.

(B) Recommending policies for and conducting, supervising,
or coordinating other HEW activities in order to promote econ-
omy and efficiency, and to prevent and detect fraud and abuse.

(C) Recommending policies for and conducting, supervising,
or coordinating relationships between the Department and
other Federal agencies, State and local governmental agencies,
and nongovernmental entities with respect to promoting econo-
my and efficiency in Department programs, preventing and
detecting fraud and abuse in such programs, and identifying
and prosecuting participants in such fraud and abuse.

(D) Keeping the Secretary and Congress fully and currently
informed, by means of required reports and otherwise, of fraud
and other serious problems, abuses, and deficiencies relating to
Department programs; recommending corrective action; and
reporting on the progress made in implementing such correc-
tive action.

(E) In carrying out his responsibilities, the IG is to insure
effective coordination with and avoid duplication of the activi-
ties of the Comptroller General. -

(F) In view of the high incidence of fraud and abuse which
had been observed in medicaid and medicare, the legislation
required the IG to “establish within his office an appropriate
and adequate staff with specific responsibility for devoting
their full time and attention to antifraud and antiabuse activi-
ties relating to the medicaid, medicare, renal disease, and ma-
garnal and child health programs. Such staff shall report to the

eputy.”’

(G) Public Law 94-505 required the IG to submit annual
reports on the activities of the Office and quarterly reports
covering problems and abuses for which the Office has made
corrective action recommendations, but which in the IG’s view,
adequate progress has not been made. The law also required
the immediate submission of reports concerning flagrant prob-
lems or abuses. The IG is authorized to make additional inves-
tigations and reports he deems necessary and to provide docu-
ments or information requested by the Congress or appropriate
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congressional committees. All reports and information must be
submitted to the Secretary and the Congress, or appropriate
congressional committees, without further clearance or approv-
al. The IG, insofar as is feasible, is to provide the Secretary
with copies of annual and quarterly reports sufficiently in
advance of their due date to Congress to give reasonable oppor-
tunity for his comments to be appended thereto.

To assist him in carrying out his responsibilities under the act,
the law authorized the IG to: (1) Have access to all records, reports,
audits, reviews, documents, papers, recommendations, or other ma-
terial available to the Department relating to programs and oper-
ations for which he has responsibility; (2) request any necessary
information or assistance from any Federal, State, or local govern-
mental agency or unit; (3) subpena necessary information, docu-
ments, reports, answers, records, accounts, papers, and other docu-
mentary evidence (the subpena to be enforceable by order of the
appropriate U.S. district court in case of contumacy or refusal to
obey); (4) have direct and prompt access to the Secretary where
necessary; (5) inform the Congress when a budget request for the
Office has been reduced prior to submission to Congress to an
extent deemed seriously detrimental; (6) select, appoint, and
employ necessary staff; and (7) enter, to the extent provided for in
appropriations acts, contracts and other arrangements for audits,
studies, analyses, and other services with public agencies and pri-
vate persons. Federal agencies are required to furnish information
or assistance requested by the IG, insofar as is practicable and not
in contravention of any existing statutory restriction or applicable
regulations.

PUBLIC LAW 95-142, ‘“MEDICARE-MEDICAID ANTI-FRAUD AND ABUSE
AMENDMENTS"’

. Public Law 95-142 included provisions designed to strengthen
sanctions for program violations, expand information disclosure
requirements, strengthen State fraud and abuse control activities,
and otherwise strengthen program administration. '

Penalty provisions

The law contained the following amendments and additions to
the existing program penalty provisions:

(A) Most fraudulent acts (such as submission of false claims;
solicitation, offering, or acceptance of kickbacks or bribes; and
making of false statements) were redefined as felonies with
penalties increased to a maximum $25,000 fine, up to 5 years’
imprisonment, or both: Further, the types of financial arrange-
ments and conduct to be classified as illegal were clarified. The
penalty provisions were upgraded because the existing sanc-
tions had not proved adequate deterrents against illegal prac-
tices by some individuals, and appeared inconsistent with exist-
ing Federal code sanctions which made similar actions punish-
able as felonies. Further, U.S. attorneys’ offices indicated that
the penalty statutes required clarification. The misdemeanor
penalty provisions applicable to medicare beneficiaries or med-
icaid recipients convicted of defrauding the program were re-
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tained; however, States were authorized to suspend, for a
period not to exceed 1 year, the eligibility of medicaid recipi-
ents convicted of program fraud.

(B) The bill defined as a felony, instances where contribu-
tions are required as a condition of entry or continued stay at
a hospital, skilled nursing facility, or intermediate care facili-
ty, for patients whose care is financed in whole or part by
medicaid. This provision was adopted as a House floor-amend-
ment in response to a General Accounting Office (GAO) report
which stated that many nursing homes had exerted various
forms of pressure on families of patients to obtain contribu-
tions.

(C) The law specified that a physician would be guilty of a
misdemeanor if he knowingly, willfully, and repeatedly violat-
ed his agreement not to charge a medicare patient more than
the coinsurance and any deductible amount when he agrees to
accept assignment of the patient’s right to receive payment.
The penalty for conviction would be a maximum $2,000 fine,
up to 6 months’ imprisonment, or both.

(D) The legislation required the Secretary to suspend from
participation in medicare, for such period as he deems appro-
priate, a physician or other individual practitioner who has
been convicted of a criminal offense related to his involvement
in either medicare or medicaid. The Secretary is required to
notify each medicaid agency of the suspension action and each
-such agency is required to suspend the individual from partici-
pation in medicaid for a period at least equal to the suspension
period under medicare. The Secretary is also required to notify
the appropriate State licensing authorities requesting that ap-
propriate investigations be made and sanctions invoked in ac-
cordance with State law and policy. In his notification of the
State authorities, the Secretary shall request that he and the
Inspector General be kept informed of any actions taken. The
Congress included these suspension provisions in response to
the concern that some program violators were able to continue
their program participation, often without interruption. The
bill permits the Secretary, on the request of a State, to waive a
practitioner’s suspension under the State’s medicaid program if
he determines that imposition of a suspension would leave the
residents of a health manpower shortage area underserved.

(E) All institutional providers of services and other agencies,
institutions, and organizations are required to fulfill certain
disclosure requirements as a condition of participation, certifi-
cation, or recertification under medicare and medicaid. Such
entities must disclose to the Department or to the appropriate
State agency the name of any person who has been convicted
of a criminal offense against the programs if he either: (1) Has
a direct or indirect ownership or control interest of at least 5
percent in the entity; or (2) is an officer, director, agent, or
managing employee. When an application contains the name
of any such previously convicted individual, the Secretary or
State agency can refuse to enter an agreement or refuse to
contract with the entity. The Inspector General must be in-
formed of the receipt of such applications and any action taken
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on them. The Secretary or State agency may terminate any
agreement or contract if the entity failed to make the required
disclosure.

Disclosure provisions

Public Law 95-142 also contained the following additional re-
quirements pertaining to information disclosure. These provisions
were included because the Congress felt that information required
to be provided under the previous law was often insufficient to
facilitate the detection of fraudulent practices.

(A) Providers of services meeting the requirements for par-
ticipation in medicare or medicaid and other individual enti-
ties (other than individual practitioners or groups of practition-
ers) claiming reimbursement under medicaid are required to
comply with certain disclosure requirements as a condition for
program participation, certification, or recertification. In addi-
tion, medicare intermediaries and carriers and medicaid fiscal

. agents are required to disclose specified ownership information

as a condition of contract or agreement approval or renewal
under these programs. Disclosing entities must supply full and
complete information as to the identity of each person who: (1)
Has a direct or indirect ownership interest of 5 percent or
more in the entity; (2) owns (in whole or part) a 5-percent
interest in any mortgage secured by the entity; (3) is an officer
or director of the entity, if it is organized as a corporation; and
(4) is a partner in the entity, if it is organized as a partnership.
If a disclosing entity providing services under medicare or
medicaid owns 5 percent or more of a subcontractor, similar
ownership information must be disclosed about the subcontrac-
tor. To the extent feasible, information about a person’s owner-
ship disclosed by an entity must also include information with
respect to ownership interest of the person in any other entity
which is required to comply with the disclosure requirements
under the bill. »

(B) A provider entity must also comply with specific requests
addressed to it by the Secretary or appropriate State agency
for full and complete information on: (1) The ownership of any
subcontractor with whom the provider has annual business
transactions of more than $25,000, and (2) any significant busi-
ness transactions between it and any subcontractor or between
it and any wholly owned supplier.

(C) The Secretary is specifically permitted access to records
of persons or institutions providing services under medicaid in
the same manner provided to State medicaid agencies.

(D) A provider of services under the medicare program is
required to promptly notify the Secretary of its employment of
an individual who at any time during the preceding year was
employed in a managerial, accounting, auditing, or similar
capacity by a fiscal intermediary or carrier who serves that
provider.

(E) The circumstances under which the provision of data or
information would not violate the confidentiality provisions of
law was expanded to include the provision of data or informa-
tion by a PSRO, on the basis of its findings as to evidence of
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fraud or abuse, to Federal or State agencies recognized by the
Secretary as having responsibility for the identification or de-
tection of fraud and abuse activities. Such data and informa-.
tion may be provided at the request of the recognized agencies
at the discretion of the PSRO. Data made available to such
entities may not be further disclosed except when the disclo-
sure is made in the course of a legal, judicial, or administrative
proceeding.

Provisions relating to activities of Federal and State agencies

The “Medicare-Medicaid Anti-Fraud and Abuse Amendments”
contained several provisions designed to strengthen the role of
governmental entities:

(A) In order to encourage States to establish effective investiga-
tive units, the legislation provided 90 percent Federal matching in
" fiscal years 1978-80 for the costs incurred in the establishment and
operation (including the training of personnel) of State fraud con-
trol units. The increased matching was subject to a quarterly limi-
tation of the higher of $125,000 or one-quarter of 1 percent of total
medicaid expenditures in such State in the previous quarter. Public
Law 96-499 authorized an extension in increased funding for such
entities (see discussion of that legislation).

(B) To be eligible for the increased matching rate, the State
medicaid fraud control unit must be a single identifiable entity of
State government which the Secretary certifies (and annually re-
certifies) as meeting specific requirements. Such entity must be: (1)
A unit .of the office of the State attorney general or of another
department of State government which possesses statewide pros-
ecuting authority; (2) if the Constitution prohibits statewide pros-
ecuting authority, an agency with formal procedures approved by
the Secretary to assure prosecution; or (3) an entity with formal
procedures and a working relationship, satisfactory to the Secre-
tary, for coordination with the State attorney general’s office. Any
entity is required to be separate and distinct from the State medic-
aid agency. .

(C) The State fraud control unit must conduct a statewide pro-
gram for the investigation and prosecution of violations of all
applicable State laws relating to fraud in connection with the
provision of medical assistance and the activities of medicaid pro-
viders. The fraud and abuse control unit must have procedures for
reviewing complaints of the abuse and neglect of patients by health
care facilities, and, where appropriate, for acting on such com-
plaints or for referring them to other State agencies for action. The
entity is required to provide for the collection, or referral for
collection, of overpayments made to health care facilities. The
entity must be organized in a manner designed to promote efficien-
cy and economy and it must employ auditors, attorneys, investiga-
tors, and other necessary personnel. The entity is further required
to submit an application and annual report containing information -
deemed necessary by the Secretary to determine whether the
entity meets these requirements. The Secretary is required to issue
implementing regulations within 90 days of enactment.

(D) The legislation also contained the following amendments with
respect to the activities of Federal agencies:
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’

(1) The Comptroller General of the United States was given
the power to sign and issue subpenas for the purpose of any
audit, investigation, examination, analysis, review, evaluation,
or other function authorized by law with respect to any pro-
gram authorized under the Social Security Act. Subpenas could
be issued to gain access to pertinent books, records, documents,
or other information. In the case of resistance or refusal to
obey a subpena, the Comptroller General is authorized to re-
quest a court order requiring compliance. Personal medical
records in the possession of the GAQO are not subject to sub-
pena or discovery proceedings in a civil action.

(2) The annual report submitted by the Inspector General of
HEW must include a detailed description of the cases referred
by HEW to the Department of Justice, and an evaluation of
the performance of the Department of Justice in the investiga-
tion and prosecution of fraud in the medicare and medicaid
programs together with recommedations for improvement.
After the Inspector General submits his report, the Attorney
General is required to promptly report to Congress the details
of the disposition of cases referred to it by HEW. ‘

Other provisions

The legislation contained the following additional amendments
relating to fraud and abuse control: :

(A) The ban on “factoring” arrangements was modified to
preclude the use of a power of attorney as a device for reas-
signment of benefits under medicare and medicaid, other than
an _assignment to a governmental entity or establishment, or
an assignment established by or pursuant to the order of a
court of competent jurisdiction. However, the law does not
preclude the agent of a physician or other person furnishing
services from collecting any medicare or medicaid payment on
behalf of a physician, provided the compensation paid the
agency for its services is unrelated (directly or indirectly) to
the dollar amount of the billings or payments, and is not
dependent upon the actual collection of any such payments. A
major cause cited for the proliferation of factoring arrange-
ments was the often considerable delay in payment of claims
under medicaid. Therefore, the law also added a provision
requiring State medicaid plans to provide for timely claims
payment procedures.

(B) As a condition for participation in the medicare and
medicaid programs, a skilled nursing facility must establish
and maintain a system to assure the proper accounting of
personal patient funds. Such system must provide for separate
and discrete accounting for each patient with a complete ac-
counting of income and expenditures so as to preclude the
intermingling of other funds with patient funds. Public Law
95-292 extended this requirement to intermediate care facili-
ties. :

(C) The legislation required the Secretary to give priority to
requests by Professional Standards Review Organizations
(PSRO’s) to review services provided in so-called “shared
health facilities” (often referred to as medicaid mills) with the
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highest priority being assigned to requests from PSRO’s locat-
ed in areas with substantial numbers of such facilities. PSRO's
were to review services in terms of medical appropriateness
and quality; they were ‘not expected to be fraud detection agen-
cies. _

PUBLIC LAW 96-272, SOCIAL SECURITY ACT AMENDMENT

Public Law 96-272 included an amendment which expanded the
requirements pertaining to the exchange of information on termi-
nated or suspended providers. It requires the Secretary to notify
the State medicaid agency when individual practitioners or provid-
ers are suspended or terminated under medicare for making false
statements, submitting excessive bills, or furnishing services in
excess of needs (but not necessarily convicted of a criminal offense).
It also requires the State medicaid agency to promptly notify the
Secretary whenever a provider of services or an individual is termi-
nated, suspended, or otherwise sanctioned or prohibited from par-
ticipating under medicaid. This provision was intended to assure
that providers who have been earmarked for violations under
either medicare or medicaid do not receive compensation for prac-
ticing under either program in any State.

PUBLIC LAW 96-499, THE ‘‘OMNIBUS RECONCILIATION ACT OF 1980

Public Law 96-499, the “Omnibus Reconciliation Act of 1980”
included four amendments which modify or clarify provisions of
Public Law 95-142,

(A) This law authorizes Federal matching payments to the States
for the cost of establishing and operating medicaid fraud control
units at the rate of 90 percent for the initial 3-year period and 75
percent thereafter (subject to the same ceilings as under prior law).

(B) Public Law 95-142 required, as a condition of participation in
medicare and medicaid, the reporting of all financial interests of 5
percent or more in any obligations secured by an entity. Public
Law 96-499 amends this requirement to provide that an entity
must report only those individual interests in mortgages or other
obligations equal to at least $25,000, or 5 percent of its total assets.

(C) Public Law 95-142 provided that medicare and medicaid pay-
ment could be denied for goods and services furnished by a physi-
cian or other practitioner convicted of a program-related crime.
Public Law 96-499 broadens the exclusion so as to apply to other
categories of health professionals (e.g., operators or administrators
of health facilities) and extends the exclusion to title XX of the
Social Security Act (relating to social services programs). The law
also clarifies that the Secretary is authorized to bar a professional
who may have participated in only one program from participation
in both programs.

(D) Public Law 95-142 provided that the solicitation or receipt of
any remuneration in return for purchasing, leasing, or ordering
any service or supply covered under medicare or medicaid consti-
tutes a felony, punishable by a fine of up to $25,000, or 5 years
imprisonment, or both. The offer of payment of kickbacks, bribes,
or rebates for such purposes ‘is also a felony, punishable to the
same extent. Public Law 96-499 clarifies that such criminal penal-
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ties apply only in cases where such conduct is undertaken know-
ingly or willfully.

(E) Public Law 96-499 also contained several provisions relating
to improved administration of the medicare home health benefit.
The legislation specifies that a physician certifying the need for
such services may not have a significant ownership in or contrac-
tual arrangement with, the home health agency. The law also
requires the Secretary, in determining the reasonable cost of home
health services, to exclude amounts for any new subcontracts when
such subcontract exceeds 5 years' duration or where the amount of
the subcontract is based on a percentage arrangement. In the case
of existing subcontracts, reimbursement is limited to reasonable
amounts.

PUBLIC LAW 97-35, THE “OMNIBUS BUDGET RECONCILIATION ACT OF
1981”

Cases of potential medicare and medicaid fraud which are
deemed appropriate for prosecution are forwarded by the Depart-
ment of Health and Human Services (HHS) to the Department of
Justice. However, for a number of reasons, many of the cases are
not brought to trial. In such cases, the only recourse for the Gov-
ernment had been to attempt to recover the overpayments.

(A) Public Law 97-35 authorizes the Secretary of HHS to assess a
civil money penalty of up to $2,000 for fraudulent claims under
medicare and medicaid, and to impose an assessment of twice the
amount of the fraudulent claim, in lieu of damages. Whenever the
Secretary makes a final determination to impose a civil money
penalty or assessment, he may bar the person (including an organi-
zation, agency, or other entity) from participation in medicare. He
is also required to notify the medicaid State agency and may
(expect where he approves a request by the State not to take such
action) require such agency to bar the person from participation in
medicaid.

(B) The law provides that the Secretary may initiate proceedings
only as authorized by the Attorney General pursuant to procedures
agreed upon by them. The Secretary may not make any adverse
determinations until the person has been given written notice and
an opportunity for a hearing with a right to be represented by
counsel, to present witnesses, and to cross-examine. The law also
provides for judicial review on the record if a written petition is
filed within 60 days of the Secretary’s determination.

(C) In determining the amount of penalty to be imposed, the
Secretary is required to take into account: (1) The nature of the
claims and the circumstances under which they were presented; (2)
the degree of culpability, history of prior offenses, and financial
condition of the person presenting the claim; and (3) such other
matters as justice may require. :

(D) When the Secretary’s determination is final he is required to
notify the appropriate State or local medical or professional organi-
zation, Professional Standards Review Organization, and State or
local licensing agency.



IV. ORGANIZATION OF THE OFFICE OF INSPECTOR
GENERAL

Congressional intent in creating the Office of Inspector General,
HHS, was to establish an office to “conduct and supervise audits
and investigations relating to programs and operations of the De-
partment to increase their economy and efficiency and to reduce
the likelihood of fraud and abuse.” (Senate Committee on Govern-
ment Operations, Report 94-1324.)

In addition, the IG was given specific responsibility for recom-
mending corrective action concerning fraud and other serious prob-
lems, abuses, and deficiencies and for reporting to the Secretary
and the Congress on the progress made in implementing such
corrective action.

Three reporting requirements were identified—an annual report
to the Secretary and Congress on the activities of the Office, quar-
terly reports detailing recommended corrective action on which
adequate progress had not been made, and immediate reports
(within 7 days) to the Secretary and appropriate congressional
committees whenever the Office became aware of particularly seri-
ous or flagrant problems, abuses, or deficiencies.

To meet these responsibilities, the Office of IG is organized with
three essential components: the Audit Division, the Office of Inves-
tigations, and the Office of Health Care and Systems Review. The
Audit Division reflects a complete transfer of functions and person-
nel from the preexisting audit agency. The Office of Investigations
was initially staffed with the 10 investigators of the old Office of
Investigations and Security and 10 investigators from the Social
Security Administration. The Office of Health Care and System
Review had no existing counterpart.

Though the committee report indicates it was not Congress
intent to restrict the transfer of personnel to those of the audit
agen<(:iy and OIS, no additional personnel or positions were trans-
ferred.

Table 2 was prepared by the HHS IG to illustrate the staff
buildup of the IG and personnel sources through 1980.

(20)



TABLE 2.—HISTORY OF AUTHORIZED FULL-TIME EQUIVALENT POSITIONS, 1977-80

Allocation
Appropriated  Transf Total .
poropriatec. - Transters ot m%gcg%trlr‘]l:m Hcsﬂnd Investigation  Audit Total
Fiscal year 1977:
1977 @StADNSAMEN. ... e s e e e ssss st s seesas Q84 oo 74 870 944
1977 SUpPIBMENLAL..........coeeeveeeeeveeeer et eees 3 {1 R— 110 416 . +20  +74 +110
OIG BHOTMENT ..ottt ss sttt sasss st et s sa st saneen —6 440 +10 —44 ...
SSA RTANSIRT ..o ettt b 10 10 s 410 . +10
. TOMAL, 1977 ...t sa st sasss st et sansean 1,064 10 40 114 900 1,064
Fiscal year 1978: 1978 supplemental.............cooovcceeermevereereccrmninnnneens 100 e 100 e 4100 . +100 ...
TOMAL, 1978.....oceoe ettt st st st sttt s ss s st st 1,164 10 40 - 214 900 1,164
Fiscal year 1979:
1979 INCTBASE .....voeeeeee st st sraee st seese s eesensseseneeas 11— B0 oot r et +60 460
HOFA TFANSTEN ..oecvvvieeeeeeceeete e eesteseetsemssesseesensseessensemssensenssiins 20 20 e 420 i, +20
OIG AHOIMENT ...t eer e eeaeesseraesessesesasen s sensesssasesseaneessesemsssseessaeerasnmsenmsoen 15 s T || —
TOMAL, 1979ttt esesee s s snseesss e s seemee e seseseneemt s 1,244 25 40 229 950 1,244
Fiscal year 1980: :
G AHOTMENE ...ttt b st s ssssss st st sesaesennens I 2 et
TORAL, 1980......ooeeereeeeeeeee s eeereeeseeresensenesnesase et soeessessesesecess s eeseesssenssacsssesens 1,244 32 40 227 943 1,244
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A comparison of existing resources between the HHS IG and 14
other statutory IG’s indicates the HHS IG is staffed at a level of
one position per 203.5 million program dollars—nearly three times
the workload of the agency with the next highest ratio.

The comparison, also prepared by the HHS IG, is shown in table
3.

TABLE 3.—COMPARISON OF RESOURCES AMONG DEPARTMENTAL

INSPECTORS GENERAL
1980 Department Average per position
Department 1981,.1G staff outlays (i bilns) (e nlions)

Agriculure .....ooeevvveercenvrrennns 850 $24.6 $28.6
COMMErce ..ot " 186 3.8 20.4
00 O 54 2.2 40.7
Education ........cocvevevevereenne 300 13.1 437
111 R 155 6.9 419
o Y 121 5.6 46.3
Y Y 538 4 N
HHS e, 957 194.7 203.5
HUD oo 470 12.6 26.8
111 G0 226 44 19.5
11311 OO 433 297 - 68.6
NASA oo 110 4.8 43.6
SBA........... S 122 1.9 15.6
Transportation ...........c.cco...... 443 19.0 - 429
Veterans Administration........ \ 356 21.1 59.2




V. RESOURCES DEDICATED TO THE ELIMINATION OF
FRAUD, WASTE, AND ABUSE

Prior to the establishment of the Office of Inspector General, a
number of HEW units were identified by the Department as
having significant responsibility for the prevention, detection, and
investigation of fraud and program abuse. Two of these units were
located in the Office of the Secretary and had Department-wide
responsibilities—the Office of Investigations and Security (OIS) and
the audit agency.

The audit agency operated through a staff located in 10 regional
areas at approximately 50branch offices. The agency reported 884
authorized staff positions. Staff was supplemented by the use of
public accountants and State audit staffs equivalent to approxi-
mately 2,150 man-years of effort.

The audit agency’s primary responsibility was the auditing of
expenditures. Its role in combating fraud and abuse was secondary,
confined to calling attention to possible irregularities disclosed by
audits and the provision of assistance in investigations.

The Office of Investigations and Security charter called for the
exercise of broad responsibility within the Department for investi-
gations and investigative policy. However, the unit’'s Department-
wide authority was constrained by informal agreements removing
some programs—like those of the Social Security Administration—
from its jurisdiction. The OIS was staffed by 10 professional investi-
gators located at its Washington headquarters and 5 of the 10
HEW regional offices.

Two other non-SSA units had significant fraud and abuse respon-
sibility—the Medical Services Administration’s (MSA) Fraud and
Abuse Surveillance Branch and the Office of Guaranteed Student
Loans. In 1975 the MSA Fraud and Abuse Surveillance Branch had
a staff of one. The Office of Guaranteed Student Loans carried a
staff of 14.

The Social Security Administration listed four program bureaus
and its Investigations Branch as fraud and abuse units—the Bu-
reaus of Retirement and Survivors Insurance, Disability Insurance,
Supplemental Security Income, and the Bureau of Health Insur-
ance. The Bureau of Health Insurance was responsible for the
medicare program. These bureaus carried a combined staff of
24,000, but only a small percentage—the program integrity person-
nel—worked exclusively in the fraud and abuse area.

In 1975, SSA had a total of 187 individuals working full time on
fraud and program abuse activities in the four program bureaus.
Nine more spent part time on this activity. An additional 13 per-
sons were listed for the Investigations Branch of the Office of
Management and Administration. The 200 full time employees for
the SSA fraud and abuse units were reported as follows:!!

11 Reference cited in footnote 7.
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TABLE 4
Total Baltimore Field office

Bureau of Health Insurance.............ccoccooccrre 122 24 198
Bureau of Supplemental Security Income............ 45
Bureau of Retirement and Survivors Insurance... 19
Bureau of Disability Insurance............ocooevvece. 1
Investigations Branch..............cooeeveeveeorreerennee. 13

Tt 200

! These figures are based on a House Government Operations survey in April of 1975. A table furnished the
committee by the Department a month fater identified 157 full-time employees in the regional offices of proFram
integrity and 9 Fart time. The d}screpanCﬁ was explained to have resulted from the discontinuance of the
regional offices of program validation and the reassignment of the staff involved to program integrity activities.
With the reassignment, the number of personnel dedicated to medicare fraud and abuse activities within the
Bureau of Health Insurance totaled 181. :

No attempt was made by the House Government Operations
Committee to quantify the other resources available within the
Department in 1975 sharing responsibility for the prevention, de-
tection, and investigation of fraud, abuse, and waste. The commit-
tee considered the list supplied by the Department to be incomplete
and imprecise and indicated there was confusion in the manner in
which the units were classified.

In 1980, the Inspector General’s Office attempted to quantify
current resources directed at controlling fraud, abuse, and waste in
programs under the jurisdiction of HHS. The IG’s report, dated
March 23, 1981 (appendix B), lists some 43 divisions within the
Department sharing this responsibility with the Inspector General.

Of the resources identified by the Fountain committee in 1975,
table 4 above, 20 positions were transferred to the Inspector Gener-
al in 1977. The Bureau of Health Insurance and the MSA Division
of Fraud and Abuse Control were consolidated into what is now
HCFA’s Bureau of Quality Control. The BQC currently reports a
staff of about 200.

The remaining functions specifically identified by the Fountain
committee remain with the Social Security Administration. The IG
found the Social Security Administration directs, 1,487 staff years
($140 million) and 464 audit years ($12.6 million) at activities de-
signed to encourage program efficiency and prevent fraud and
abuse.

The table that follows details the current resources available
within HHS to combat fraud, waste, and abuse by activity.
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TABLE 5

Resources available

Cost (millions)

Management systems review..

Audit-related matters
Utilization review

$148.6

48.
6.
14.
1.
1.

IO LWM W

59.6
1416

421.5




V1. PERFORMANCE OF THE INSPECTOR GENERAL—1980

There are no perfect indicators of the performance and success of
an Inspector General in controlling and preventing fraud, abuse,
and waste. However, a number of relative judgments are possible.
With respect to audit activity, these judgments are generally based
on the efficient use of audit resources, audit findings, and recover-
ies per dollar expended. With regard to investigations, meas-
urements can be made based on the number of cases opened (work-
load), their disposition, the time interval necessary for disposition,
number successfully completed and referred for prosecution, ac-
ceptance or declination of the case, indictments, convictions, sen-
tences, restitution, and recovery.

With respect to controlling fraud, abuse, and waste, a critical
measurement is based on the Office’s ability to effect necessary
gr(})lgra.lm change to prevent a recurrence of abuses or fraudulent

ehavior.,

AupiT AGENCY

When the Office of Inspector General was created in 1976, all of
the functions, powers, duties, assets, and personnel, of the then
existing HEW audit agency were transferred to the IG. The audit
agency of the Office of Inspector General has changed little since
that time. The mission of the agency is ‘“to perform comprehensive
audits of all Department programs, including. those conducted
through grantees and contractors, in order to determine whether
Department programs are operated economically and efficiently
and to provide a reasonable degree of assurance that funds are
expended properly and for the purpose for which appropriated.” 12
Public Law 96-226 specifies that the audit activities of the Inspec-
tor General should conform to U.S. General Accounting Office
standards.

In accomplishing this mission, the audit agency conducts or con-
tracts for a variety of audits, the majority of which involve finan-
cial compliance. These audits are geared to measuring compliance
with applicable rules and regulations with particular attention to
the allowability of claimed costs. Over two-thirds of the reports
processed on Department programs in 1980 were done by public
accountants and State auditors. As a result of agency audits, some
$80 million in proposed adjustments were identified in 1980.

STAFFING

Prior to the incorporation of the audit agency into the statutorily
created Office of Inspector General, the agency had 884 authorized
positions, with all of its professional staff accounting or business
oriented. The agency staff was supplemented by the use of public

12 Reference cited in footnote 7.
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accountants and State audit staffs equaling about 2,150 staff-years
of effort. The agency considered itself substantially understaffed
given a workload which exceeded available resources by 566 staff-
years.

As shown in table 6 below, the staff available to accomplish the
mission remained about the same although unmet audit need had
nearly doubled.

TABLE 6.—STAFF, WORKLOAD, AND UNMET AUDIT NEED

Pre-IG, April 1975 March 1980 Percent increase

Audit agency staff:

LTG0 N 884 950 e
EXtErnal ..o 2,158 2,362 e
Subtotal......ooeeeeeei e 3,034 3,312 9
Audit workload...........c.cooerreeeeirinerrenininnns 3,680 4,554 24
Unmet audit needs.................... 656 1,242 89

Source: HHS 1G.

FOCUS ON FRAUD AND ABUSE

The available resources are poorly targeted. First, they are not
focused on changing those aspects of the programs which allow
fraud, abuse, and waste to occur; second, the resources that are
targeted to prevent fraud and abuse are not focused on those
activities and programs that have the potential for the greatest
amount of fraud, waste, and abuse; and third, these resources are
inadequately integrated with the investigative efforts of the IG.

System changes.—The majority of agency audits involve financial
compliance, and do not provide the evidence as to how programs
are functioning and what can be done to make them better. As the
newly appointed Inspector General has stated, agency auditors
must rechannel some of their efforts from an audit style which
focuses on external financial compliance to one which identifies
needed internal management changes.

Although in 1980 the agency issued 3,877 reports on Department
activities, only 9 of these were identified by IG officials as provid- -
ing recommendations for significant program management
changes. (See appendix C.) For the most part, audit recommenda-
tions which are characterized as program management related are
recommendations for changes in accounting procedures and cost
allocation methods. The audit agency operates a management in-
formation system (MIS) which captures audit recommendation
data. However, the system cannot provide listings of outstanding
audit findings and recommendations by program areas. Agency
officials explained that the system would be modified to produce
listings of program specific findings and recommendations. Howev-
er, agency officials stated that audit findings and recommendations
are purged from the system without verification that corrective
action was actually taken by program officials.

87-144 0 - 81 - 3
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Potential areas.—In 1980 the audit agency planned to devote
proportionately fewer resources to medicare and medicaid although
those programs, (1) are estimated to account for the majority of all
fraud, abuse, or waste estimated to occur in the Department, and
(2) represent only 25 percent of the Department’s budget.

The agency’s work force is not targeted in proportion to the size
of (iindli)vidual programs or the estimated potential for fraud, waste,
and abuse.

TABLE 7.—AUDIT AGENCY WORK FORCE 1

Fiscal year 1980, Fiscal year 1980,

Estimated percent of

Major audit areas percentp?afn;léidff years fraud, abuse, and waste percent lg)lf‘dl;((ae;t)ar'(ment
Health services.................... 19 65-70 25
Income maintenance and

assiStance.........ocvvveeene. 23 7-8 59
Research and human "
SBIVICES «..oeeoeevereeereens N
Internal operations ............... 10 22-28 6
Totaheeccennn, 100 100 100

t Office of the Inspector General: Annual Report,” HEW, Mar. 31, 1978.

OMB'’s system of audit cognizance is an external factor which
influences the way the work force is targeted. Under this OMB
policy of relying on a single audit agency to act for all agencies in
auditing multiple-funded entities, the audit agency has assumed
the bulk of the assignments for institutions of higher learning. In
1980, the agency planned to devote almost 17 percent of its re-
sources to audits of higher educational institutions. These audits
produce relatively small findings in relation to the amount of
resources devoted to the audit effort..

Two additional areas characterized by agency officials as “low
producers” are contract closings and cost proposals. The agency is
required by regulation (41 CFR 350.502) to perform contract closing
audits before final payment may be made on cost type contracts of
$100,000 or more. The current audit backlog of HHS contracts is
about 4,000 contracts worth over $4 billion. In 1980, the agency
planned to devote 44 staff years of audit efforts to this area.

The agency is also responsible for performing audits of contract
price proposals. HHS procurement regulations require that con-
tracting officers determine the need for these audits. The requests
for audit submitted to the agency must be handled on a timely
basis to be useful to the contracting officer.

The lack of a general systematic review of all Department pro-
grams and activities aimed at assesssing the susceptibility of each
to fraud, abuse, and waste—vulnerability assessments—limits the
agency’s ability optimally to target its audit efforts. Such assess-
ments have not been done. agency officials claim that each audit is
in itself a vulnerability assessment. However, since audits are done
on selected aspects of particular programs, the agency is left with-
out a broad assessment of the entire program.
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A recent GAO report states that when all audits are considered
vulnerability assessments “. . . they often produce findings and
recommendations germane only to specific program operations,
grantees, and other units. Generalization of these results to entire
agency programs for comparison with the results of assessments of
other programs would produce questionable results.” 13

Integration with investigations.—The audit agency’s role in com-
bating fraud and abuse is secondary to its basic audit function. Its
antifraud effort consists of referring indications of possible fraud
disclosed during an audit to the IG’s Office of Investigations and
providing specialized assistance in investigations.

There is no direct evidence that agency audits are planned as an
effort to combat fraud and abuse or on an integrated basis with the
Office of Investigations. Furthermore, the 1980 work plan allocates
less that 5 percent of the agency’s total direct effort to audit
assistance for Federal and State investigative activities.

EFFECTIVENESS

Audit efforts resulted in $195 million of questioned costs which
were either sustained, disallowed, or pending resolution in 1980.
This amount represents a return of $4.70 for every budget dollar
spent by the Inspector General that year. In comparison to 11
other IG’s for which comparable data were available (Fact Book on
the President’s Campaign Against Waste and Fraud, July 1981),
the IG’s effort at HHS ranked ninth as shown in table 8.

13 “Examination of the Effectiveness of Statutory Offices of Inspector General (AFMD-81-
94),” GAO letter to Senator Harry F. Byrd, Jr., B-200598, Aug. 21, 1981.
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RELATIVE STANDING OF DEPARTMENTAL INSPECTORS GENERAL
QUESTIONED COSTS PER DOLLAR EXPENDED

1980-81
40
30 —
1

20—
19—
Q { T T T T T T T T
ew&gp Q@p $5P Q?P eg@ ?f;‘g§§«$§$ Qgiassgsggﬂ‘\gqi cﬁP eﬁP G@P QP
o -&C o 0

R >

L

* Data not available.

0g



31

Although almost $127 million in audit recommended financial
adjustments were concurred with by the program officials, the
resolution of audit findings is a problem. The backlog of unresolved
audits as of the end of 1980 amounts to almost $70 million. About .
$39 million of that amount had been outstanding for more than 6
months—$14 million of which has been outstanding for over 2
years. :

OFFICE OF INVESTIGATIONS

AUTHORITY

The Office of Investigations supervises and conducts investiga-
tions relating to programs and operations of the Department. The
Office has primary jurisdiction over penalty provisions contained in
title 42, USC (essentially penalties for funds involving the old-age,
survivors, and disability insurance, other social security programs;
medicare, and medicaid programs). In addition the Office has con-
current jurisdiction with the Federal Bureau of Investigation for
violations of title 18, USC (essentially false claims, mail fraud, and
conspiracy to defraud the Government statutes). Appendix D is a
partial list of statutes under which medicare and medicaid fraud
can be prosecuted. Administrative sanctions are listed in appendix

OPERATION

In medicare, the Federal Government contracts with carries and
fiscal intermediaries to perform various administrative functions of
the program. Carriers are required to (1) make payments for cov-
ered services on the basis of ‘“reasonable” charges (costs in some
instances) in accordance with criteria prescribed by law, (2) estab-
lish procedures and provide opportunity for fair hearings in con-
nection with part B, (3) provide timely information and reports,
and (4) maintain and afford access to records necessary to carry out
the part B program. Intermediaries (1) make determinations of the
reasonable costs of covered provider services, (2) make payments to
providers for services rendered to beneficiaries under part A, (3)
provide financial and consultative services to providers in connec-
tion with part A, (4) provide information and instructions furnished
by the Health Care Financing Administration to providers, (5)
make audits of provider records, and (6) help providers with utiliza-
tion review procedures.

When a carrier or intermediary suspects that a particular situa-
tion involves fraud or abuse, a referral is made to HCFA’s Bureau
of Quality Control (BQC). After preliminary investigation by BQC,
Office of Program Integrity (OPI), the case is referred to the IG’s
Office of Investigation (OI). According to the memorandum of un-
derstanding between the two offices (appendix F) the referral is
made when a reasonable probability of criminality has been deter-
mined. The IG’s Office of Investigations completes the investigation
and either returns the matter to HCFA’s Office of Program Integri-
ty for administrative remedies or refers the case for prosecution.

Social Security matters are handled in a different fashion. The
Office of Program Integrity (OPI), Social Security Administration
(SSA), conducts criminal fraud investigations, prepares cases for
presentation to the U.S. attorney, and assists in the trial prepara-
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tion of beneficiary fraud cases. Referrals to OI are made when
SSA’s OPI has established that a Federal employee violated the
law. Otherwise, based on the cases the staffs reviewed, OI only
investigates social security related cases when OI is involved in a
joint agency project. For example, Project Baltimore was a joint
Investigation by OIG, Immigration and Naturalization Service, and
SSA, which focused on criminal conspiracies to obtain social secu-
rity numbers for illegal aliens. :

“MEDICAID FRAUD CONTROL UNITS”’

Public Law 95-142 provided Federal matching funds of 90 per-
cent for the costs incurred by States in the establishment and
operation of medicaid fraud control units (MFCU’s). federally spon-
sored, MFCU’s are separate from the State agencies that adminis-
ter the medicaid program. The IG is the manager and national
coordinator for all MFCU'’s. The units receive complaints of alleged
fraud and abuse, investigate and prosecute cases, and collect or

-refer to a State agency for collection, the program overpayments
the units identify. Nearly half the Inspector General’s budget was
earmarked for MCFU activity.

Twenty-one States do not have federally sponsored MFCU’s al-
though some States operate similar units. In those States without
units, federally sponsored or their own, medicaid fraud investiga-
tion appears to be a matter for the OI. The extent to which OI is
able to address medicaid fraud in nonfraud unit States, the effec-
tiveness of existing MFCU’s, and the management provided by the
Inspector General is an area which was not investigated.

PERSONNEL AND CASELOAD

After the transfer of personnel to the Department of Education
in 1980, the Office of Investigations had 182 employees. Half of
these were listed as field investigators. (Table 2 supra.) The other
half were said to be clerical, field managers, or headquarters per-
sonnel. The location, number, and workload of field personnel is
shown in table 9.
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TABLE 9.—OFFICE OF THE INSPECTOR GENERAL INVESTIGATION STATISTICS ~

HHS dollars at Curtent open  Anticipated pew \Tvestigative - Anticipated

e g Special . investigations _ investigations  Cosures (et open

‘Regions  risk, fiscal year t Sept. by Sept. 30, 1, 1980 to investigations

1960 (bilons)  BeMs Gsoel DR sﬁ%le,)o, on S, 30,

— . = '
Boston..  $11.9 7 111 320 331 100
New '

y York.. 26.7 10 350 464 385 429
Phita-
delphia.. 24.6 16 148 262 274 136
At- .
lanta.. 318 19 195 295 299 191
Chi- .

y cago.. 38.2 9 164 267 221 210

V"Dallas.. 17.2 11 113 162 109 166
Kansas ’

VmCity.. 10.1 3 45 38 23 60
Denver.. 4.5 3 42 62 33 51
San
Fran-

X Cisco.. 23.1 10 115 | 248 248 115
Se- ‘

- attle.. 6.1 3 40 54 53 41
Total.. " 194.2 1) S \.1,323 2,172 1,996 1,499

The 1980 report of the Inspector General listed 145 convictions in
that year and 353 cases opened. In comparison with the other
statutory IG’s, the HHS IG ranked 13th in number of cases opened
in 1980 per dollar expended (table 10). Thirty-six percent of the
pending cases listed were said to be 6 months old or older. Twenty-
one percent were reported to be over a year old.
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RELATIVE STANDING OF DEPARTMENTAL INSPECTORS GENERAL
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HHS IG ranked 6th in comparison with the other statutory IG’s
in convictions per dollar expended. During the same period the
New York State Medicaid Fraud Control Unit (formerly the Special
Prosecutor for Nursing Homes) lists 305 indictments. Of these in-
dictments there were 154 convictions, 9 dismissals, and 12 acquit-
tals. The balance of the cases were pending.

In addition, the New York Unit reported 63 pending civil suits
($22,401,244) and 53 settled civil suits. Total recoveries in 1980
exceeded $13 million.

HEALTH CASES REFERRED TO JUSTICE

Because of the apparent concentration of fraud, abuse, and waste
in the medicare and medicaid programs, Congress has expressed
particular interest in the Inspector General’s activities with regard
to health. This interest is reflected in specific reporting require-
ments for health cases.

Forty-one health cases were referred to the Department of Jus-
tice by the Inspector. General, Office  of Investigations in 1980.
(Appendix G.) Five of the forty-one cases resulted in convictions, all
by plea. As shown in table 11, the longest sentence was 5 months.

TABLE 11.—1980 CONVICTIONS

Case No. Plea Sentence Fine Restitution
......................................................... $5,592.60
(1) _ () ()
31 mo probation 5 mo $25,000 2161,641.00
confinement.
B oo S S (1) (1)
O do....... 3 yr suspended 3 mo confinement .. 5000 10,170.7
1 Information not readily available.
2 Plus interest.

Thirty-one of the forty-one cases presented to Justice were de-
clined. Three were listed as pending at the end of 1980. One of
those was at trial. One case resulted in an acquittal. The resolution
of one case could not be determined since it was not available for
our analysis. Administrative action, civil recovery, and other sanc-
tions were recommended by the Justice Department in 16 of the 31
cases they declined. Sanctions appear to have been made in only
four of these. -

Among the reasons listed by the U.S. attorneys for their declina-
tion of cases were insufficient dollar amount, lack of jury appeal,
passage of time, vagueness, lack of criminal intent, lack of evi-
dence, age and poor condition of witnesses, and lapse of the statute
of limitations.

The average age of cases declined from the point the action was
initiated until its presentment to, and declination by Justice, was
480 days. In one case, 1,129 days elapsed between the time the
action was initiated and prosecution was declined. In one-third of
the declined cases, the period between complaint and referral to
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Justice exceeded 2 years. In four cases the period between com-
plaint and declination exceeded 900 days.

Four cases were declined less than 66 calendar days from the
time the initial complaint was filed. In one case only 35 calendar
days had elapsed between the time the complaint was made and
the case declined.
| Examples of cases declined in 1980 indicate some of the prob-
ems:

—A California physician was said to have overbilled medicare by
over $130,000 during 1976 and 1977. The case was referred to
the Office of Program Integrity by Congressman Waxman and
an investigation initiated in April of 1977. The case was de-
clined in June of 1980 on the basis of lack of evidence. The OIG
agent was not assigned until March of 1980. There is nothing
ilg) St(%le file to indicate any action of any kind between 1978 and
1980. ‘

—A physician was confirmed by OI to have fraudulent billings
involving 43 patients. The physician had previously been in-
dicted for the sale of controlled substances. The file indicates
the complaint was initiated in September of 1979, the Office of
Investigations first action in January of 1980, and a referral to
Justice in November of 1980. The case reflects 22 man hours of
work. It was dismissed for lack of evidence.

—A Colorado laboratory was accused of overbilling. A complaint
was filed against the company twice—once in July of 1977 and
again in March of 1978. In both cases the source of complaint
was a tip from an employee that fraudulent tests were being
performed. The case was referred to the Office of Investiga-
tions a year and a half after the initial complaint. It was
nearly 3 years before the matter was presented to the U.S.
attorney. The case was declined due to a problem with the
statute of limitations.

—A podiatrist was accused of misrepresenting services and false
billing. The initial complaint was made in March of 1980. The
case was referred to OIG in April, and Justice in June. The
podiatrist was convicted on two counts of false billing. He was
sentenced to 3 years probation and ordered to repay $6,000.

—A physician associated with a skilled nursing facility was ac-
cused of embezzling funds from the SNF and accepting kick-
backs. The investigation was initiated by a complaint to OIG in
November of 1979. OIG’s investigation began in December of
1979, and was completed in January of 1980. The case was
declined because the total loss could not be calculated.

SSA CASES

The Social Security Administration utilizes some 8,426 staff
years ($322.1 million) or about 10 percent of its total staffing re-
sources to combat fraud, waste, and abuse. Of that total, 1,487 staff
years ($140 million) were devoted to investigations. Over 464 staff
years ($12.6 million) was spent on audits or audit-related matters.

The Social Security Administration initiated 10,760 cases of pro-
gram fraud in 1980. There were very few referrals to the Office of
Investigations; those that were referred involved mostly employee
fraud. Some 873 cases were referred from SSA regional offices to
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local U.S. attorneys with a recommendation for prosecution. Of
these, 283 resulted in convictions (approximately 30 percent).

The case review indicates that these cases were easier to pros-
ecute for the basic reason that social security cases tended to be
simpler and more straightforward. They involved less effort and
little investigatory activity other than verification.

HeaLTH CARE AND SysTEMS REVIEW

The third basic function of the Inspector General’s Office is to
prevent the recurrence of fraudulent and abusive practice by effect-
ing program change. Within the HHS IG, this mission is assigned
to the Office of Health Care and Systems Review (HCSR). HCSR
has a staff of 40.

HCSR pursues its mission in three ways:

(1) Audit findings are reviewed for program implications.
When program implications are identified, HCSR transmits
their recommendation for change to the appropriate operating
component. '

(2) As of November 1980, investigators are required to file a
management implications report (MIR) at the conclusion of
each investigation. The purpose of the MIR is to identify pro-
gram changes which would prevent the similar fraud from
occurring in future—in short—program vulnerability. .

(8) In addition, HCSR undertakes reviews, called service de-
livery assessments (SDA’s), to determine the effectiveness of
programs under the Department’s jurisdiction.

MIR’S

HCSR records indicate 81 management implications reports were
filed in 1980. As of July 27, 1981, seven of these were said to be
active. Fourteen were pending. The remainder were classified as
inactive. HCSR staff explained most of the early MIR’s were of
questionable value and did not contain findings with program im-
plications.

However, the promise of the program was demonstrated in the
emergence, from a MIR filed late last year, of Project Baltimore,
focusing on the timeliness of SSA termination of payments to the
deceased. Office of Investigations staff indicate they are in the
process of revising the process and clarifying the procedure for
filing of MIR’s by investigators.

AUDIT

Audit findings with program implications are referred directly to
the principal operating division within the Department responsible
for the program. To the extent HCSR identifies the need to revise
operating procedures based on audit findings, the findings are con- -
solidated for tracking.

Two general problems were identified with this procedure. Most
of the findings were audit specific. The corrective action suggested
related to the specific program and agency reviewed. There ap-
peared to be little interest in determining the systemic implications
involved. Second, there were indications—denied by the Audit Divi-
sion—that Audit would not share its findings with HCSR.
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Nine audit findings with program implications were identified by
HCSR (appendix C). The impact, if any, of these recommendations
on program operations could not be determined. The appropriate
program components have been asked to evaluate and respond.

SERVICE DELIVERY ASSESSMENTS

Service delivery assessments are described as “analogous to in-
vestigative reporting,” the SDA’s are conducted by a small group of
in-house staff, and “‘generally consist of focused discussions with
consumers and service providers.” (Appendix H is an executive
summary of the service delivery assessment process.)

Each topic is either identified or approved by the Secretary or
Under Secretary before the study begins.

In 1980, nine SDA’s were undertaken: Low-income energy assist-
ance program, community health centers, health and social serv-
ices to public housing residents, title XX program, medicare part B
beneficiary services, national health service corps, availability of
physician services to medicaid beneficiaries, end stage renal disease
program, and restricted patient admittance to nursing homes.

Results of the assessments are said to be “used internally by
Department managers as an additional source of information,
which, when combined With other information, presents a total
picture of service delivery.” There is no apparent record of pro-
gram change as a result of this activity.

In addition to SDA’s, HCSR develops letter reports and memo-
randa to advise program officials of problem areas. In 1980, 21 of
these memoranda and letters related to health; 16 others were
identified. (Appendix 1.)

In general, other than the liberty of raising the question of what
action a program component may have taken based on a particular
recommendation, the HCSR has no way of tracking the IG’s recom-
mendations or assessing impact. Provisions, of law require a quar-
terly report to Congress of significant recommendations not imple-
mented. To this point, the quarterly reports have been silent on
this issue.

Bureau or QuaLrty CONTROL

HCFA’s Bureau of Quality Control reflects the consolidation of
the BHI program integrity staff, the MSA Division of Fraud and
Abuse Control.

In 1976, during the debate on the creation of the Inspector Gen-
eral, HEW nearly doubled the number of staff said to be dedicated
to controlling medicare fraud, abuse, and waste by phasing out
regional program validation activities and reassigning those in-
volved to program integrity activities. In 1978, with the creation of
the IG and the assignment of responsibility for criminal investiga-
tions to that Office, the program validation concept was resurrect-
ed.

The Bureau of Quality Control currently reports some 200 staff
members dedicated to validation and integrity activities through-
out the country. Staff are said to be roughly equally divided be-
tween the two activities. Program integrity staff are responsible for
investigating cases, teaching, and monitoring medicare carriers and
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intermediaries. Program validation staff are involved in identifying
providers who are abusing the program, testing program policies,
and reviewing contractor procedures.

Through fiscal year 1980, the Bureau of Quality Control esti-.
mates savings of $145,037,618 from validation activities. (Appendix
dJ.) The savings are said to be the result of overpayment recoveries,
corrected operational deficiencies on the part of medicare contrac-
tors and State medicaid agencies, and recommended policy
changes. All but $40 million of the estimated savings are said to be
attributable to changes in policies or operational deficiencies.

JURISDICTIONAL DISPUTES

In practice, the division between validation and integrity activi-
ties is almost indistinguishable. This confusion ahd the conflict it
has created between personnel of the Inspector General, Office of
Investigations, and those of the Bureau of Quality Control, HCFA,
retards the ability of the Department to control fraudulent and
abusive acts.

The committees have obtained documents from several OPI re-
gions questioning the effectiveness of the Office of Investigations.
At the same time documents were obtained detailing serious prob-
lems encountered by the Office of Investigations in obtaining the
cooperation of OPI personnel.

Copies of these documents are appended at K and L. With regard
todallegations against the Office of Investigations (appendix K) they
indicate:

—Many more cases were presented to Justice and declined than

the Inspector General acknowledges;

—the IG has inflated his conviction rate by taking credit for OPI
cases;

—cases were improperly presented to the U.S. attorneys;

—cases were presented without adequate development or expan-
sion of the sample (one case was said to have been presented 4
days after it was received by OI); and

—failure to coordinate activity so that administrative sanctions,
civil recovery, and suspension of payments could be effectuat-

ed. :

The General Accounting Office, in a 1980 letter report to the
Senate Finance Committee, confirmed that in 1979, the IG took
credit for some cases it did not investigate.4

The examples below illustrate some of these problems:

Two Government employees found to have filed false claims in
excess of $2,500 in 1979, were allowed to resign rather than face
prosecution. The regional OPI was critical of the result and the
fact that there had been no apparent attempt to expand the uni-
verse to fully document the extent of the problem.

In a second 1979 case, an anesthesiologist was said to have billed
for services to two or more patients at the same time. The declina-
tion was said to be based on the limited dollar amount involved—
less than $2,000. OPI was critical of the development of the case.
Records of the physician show the receipt of over $8,000 in assigned

14 “Validation of the Health Care Related Convictions Attributed to the Office of Investiga-
tions of the Department of Health and Human Services (HRD-81-34),” letter to Jay Constan-
tine, U.S. Senate Committee on Finance, B-201407, Dec. 5, 1980.
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medicare payments and about $64,000 in unassigned payments in
the period in question. No attempt had been made to expand the
case. Mail fraud statutes had not been considered. Ultimately, the
case was again presented to the U.S. attorney—this time by OPI—
and accepted on the basis of mail fraud.

The third example demonstrates the confusion and conflict be-
tween the two offices. This 1980 case involved a medical equipment
supplier’s violation of the kickback statutes. The supplier attempt-
ed to induce medicare beneficiaries to purchase or lease equipment
by offering to provide other items at no extra charge. According to
the regional Office of Program Integrity, the special agent in
charge, Office of Investigations, closed the case based on a judg-
ment “there was no criminal violation.”

Six months later, based on an opinion from HHS General Coun-
sel that “the language . . . is most clear, and the described prac-
tice, if conducted, would fall squarely within the prohibition of the
statute,” the case was returned to the Office of Investigations.

The cover letter on the referral indicated concern for precedent
and impact on the field if the practice were allowed to go unchal-
lenged. The OPI indicated there were no apparent administrative
sanctions to effectively deal with the problem.

The Office of Investigations expressed its appreciation for the
opinion of General Counsel but disagreed. There has been no fur- .
ther action on the case. :

At the end of 1980, the Regional Administrator of HCFA, region
IV, summarized the existing situtation in a letter (appendix M) to
the Administrator of HCFA, which stated in part: :

Since 1976, with the exception of cases handled to com-
pletion by OPI, there have been no criminal convictions
involving medicare in south Florida. OQur past experience
with the area (some 21 criminal convictions obtained by
OPI in the 1976-78 period) and the continuation of the
same kinds of potential criminal activity reflected in the
cases OPI now refers to the Office of Investigations lead us
to believe that a major problem continues to exist in terms
of medicare fraud in that area.

This lack of criminal convictions has had further effects,
the Regional Administrator continued. Due to the large
number of initial complaints of potential fraud and abuse
we received from medicare beneficiaries through Social
Security offices in south Florida, the Social Security Ad-
ministration years ago set up a special unit in the Miami
Beach district office to which all Social Security offices in
the area referred initial complaints. This special unit,
staffed with as many as six field representatives, screened
these complaints and referred on to OPI only those which
had good potential as fraud cases. The volume of com-
plaints has now fallen to the point that the unit was
disbanded several months ago. We believe this drop in the
number of complaints is directly attributable to the lack of
criminal convictions and the attendant publicity such con-
victions receive in the media.

With regard to the Office of Program Integrity (appendix L), the
Office of Investigations documents alleged that:
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—TheOOIfﬁce of Program Integrity does not refer all criminal cases
to OI;
—OPI has repeatedly refused to assist and support the OI in the
development of cases;
—there has been a significant decrease in the number of cases
referred to OI and the dollar amount involved; and
—OPI emphasizes civil actions at the expense of criminal actions.

One example provided, documents six requests for assistance
from the OI to the regional Bureau of Quality Control. Each time
assistance was refused.

The case was initiated by a carrier early in 1981. In July, after
referral from OPI to the Office of Investigations, representatives of
the two divisions met to discuss the case. Allegations concerned a
laboratory’s use of a double price list and the filing of false claims.

In August of that year, the Office of Investigations wrote the
Regional Administrator of the Bureau and requested assistance in
reviewing subpenaed records. The U.S. attorney’s office had accept-
ed the case and requested the review.

In September, the Regional Administrator, BQC responded: “Our
entire staff is’ engaged in intensive fiscal year-end activities relat-
ing to our primary responsibilities.” Support for validation of the
records in question could not be provided until after October 15,
1981.

In October the assistant U.S. attorney involved with the case
requested priority consideration. The regional Office of Investiga-
tions renewed its request for assistance.

The regional office BQC responded: ‘“The type of assistance we
. contemplated was more advisory than participatory.” The response
went on to say the type of work requested seemed “clerical in
nature, and does not appear to be an approprlate assignment for
one of our program analysts.”

In November, the special agent in charge, O], in transmitting the
- history to his supervisor, said it was “a typical example of relatlon-

-ships with this office much to the detriment of the agency’s mis-
- sion. The audit director and'I will take no. further action to at-
tempt to secure services.of HCFA Quality Control Division based
-on their refusal to assist the OIG and the U.S: attorney’s office.”

CAsE StupY

The following example indicated the impact of the HCFA OP1/01
jurisdictional dispute and its consequences.

On August 12, 1976, the Bureau of Health Insurance initiated an
investigation of a Florida home health agency. It was alleged the
brother and sister who ran the agency had conspired to defraud the
Government. Among the charges questioned were salaries to the
sister, as administrator, of $60,000; and $38,000, to the brother, as
associate director; fraudulent travel and telephone expenses; billing

medicare for ﬁrst-class travel for themselves and others; maid serv-’

ice for the administrator; billing medicare for personal legal fees;
and making loans to themselves and others out of agency funds.
The complaint that initiated the investigation was said to flow out
of Senator Chiles’ Subcommittee on Federal Spending Practices
investigation of prohlems in the home health program.
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Investigation of the agency was conducted under the direction of
the U.S. attorney’s office and a Federal grand jury. Through the
early part of 1977, BHI directed a Blue Cross audit of the agency’s
records. The Office of Investigations joined the investigative team
in January of 1977.

After preparing an inventory of investigative activities previous-
ly undertaken, the Office of Investigations assumed the responsibil-
ity of directing the investigation. Subpenas were issued. Witnesses
interviewed were reinterviewed. Due to the length of the investiga-
tion, findings were presented to several grand juries.

In August of 1979, Deputy Inspector General Richard Lowe ap-
peared before the Senate Aging Committee, then chaired by Sena-
tor Chiles, to address problems in home health care. Mr. Lowe
indicated the IG’s Office had launched a 3-pronged attack. These
efforts, Mr. Lowe candidly admitted, had been accelerated by the
imminence of the hearing.

The first prong was said to be the deployment of significant
resources in cooperation with the Department of Justice to come to
grips with the most meritorious cases in Florida. Nearly 30 agen-
cies were said to be involved in the investigative initiative. Mr.
Lowe promised to supervise personally the progress of the investi-
gation. :

Internal documents obtained from the regional office of Program
Integrity indicate the ‘‘significant resources” never materialized.
Despite the presence, involvement, and ‘“lead” of. the Office of
Investigations, the Department of Justice continued to rely heavily
on the program integrity staff.

In April of 1977, the Justice Department attorney in charge of
the case called the regional program integrity office to insist on the
continued involvement of a program integrity auditor. The attor-
ney is said to have threatened that if the auditor were not made
available, she would recommend that Justice drop the case, citing
noncooperation of HEW as the reason.

Two years later, in March of 1979, the Program Integrity auditor
was still involved in the case. Conflict between this auditor and OI
personnel had grown to the extent that the two entities quarreled
publicly as to the source of a recent press leak. The OI, special
agent in charge, threatened the auditor with investigation and the
assistant U.S. attorney on the case was forced to mediate.

On April 2, 1980, 4 years after the investigation commenced, the
grand jury indicted the brother and sister on charges of conspiracy
and filing of false statements. '

In November, on request of the U.S. attorney, the indictments
were dismissed. Civil recovery was suggested by the U.S. attorney,
but no recovery has been made.

Following the dismissal of the suit, the U.S. attorney wrote the
Department to discuss the “numerous difficulties we encountered
with medicare regulations relating to funding. This resulted, not
only in the great length of the investigation,” the U.S. attorney
reported, “but ultimately in my decision to request that the indict-
ment be dismissed.”

The regulations were criticized as being so vague, “Administra-
tors need only back up their questionable activities by stating the
regulations allow them to conduct those activities. There is pres-
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ently little incentive to hide what superficially would appear to be
il}iegal financial and other activities, since regulations permit
them.”

The U.S. attorney proposed tightening regulations to require the
board of directors be unrelated to the administrators; prohibit leas-
ing of expensive automobiles for personal use, limit travel to that
necessary to conduct the agency’s activities; limit personal ex-
penses, fringe benefits, vacations, and sick leave; control the use of
consulting contracts; forbid passing of personal expenses through
agency account, prohibit the use of agency resources for private
benefit; and prohibit the payment of attorney fees in criminal
prosecution.

At the same time, as a result of the 1979 Aging Committee
hearing, the Bureau of Quality Control, Office of Program Valida-
tion conducted a review of 24 home health agencies in four States.
The findings and recommendations were nearly identical; yet,
other than point of origin, the efforts were unrelated. The Health
Care and Systems Review unit of IG has consolidated the valida-
tion findings with those generated internally. But the HCSR has
not been able to track the recommendations or assure their imple-
mentation. '

g7-144 0 - 81 - &



VII. LEGAL ISSUES

Part of the confusion surrounding the operation of the Office of
Inspector General, HHS, revolves around Congress intent in creat-
ing the Office.. Among the issues apparent are questions of auton-
omy of operation, resources, law enforcement powers, jurisdiction,

“and independence.

A review of these issues by the American Law Division of the
Library of Congress (appendix N) indicates congressional intent to
delegate broad authority for the IG to monitor both auditing and
investigative activities of the agency. The legislation itself, how-
ever, seems to contain inherent obstacles to the exercise of such
broad authority.

The record is confusing and inconsistent. Committee reports on
both sides of Congress indicate concern for the fragmentation of
existing resources, the lack of independence of existing HEW units,
and the need to prevent evident conflicts of interest as well as
centralize existing resources.

But the issue of independence is reflected in the law establishing
the Inspector General only in the way the IG is selected (Presiden-
tial appointment and ratification of the Senate) and in concurrent
reporting requirements.

As for the question of resources, only two of the existing agencies
at the time of the IG’s creation were specifically transferred. The
tranzfer of additional resources though contemplated was not man-
dated.

This confusion is reflected in the disharmony between the Office
of Program Integrity, HCFA and the IG’s Office of Investigations
and in growing jurisdictional disputes with other Federal agencies.
Appended at O are '10 memoranda of understanding between
- HCFA OPI and IG Ol in a period of 4 years. The problems contin-

ue. Appended at P and Q are copies of transmittals from the
- Federal Bureau of Investigation and. the Attorney General address-
ing jurisdictional. issues.

44)
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VIII. CONCLUSIONS

The problems Congress attempted to address with the creation of
the Inspector General, HHS, remain. The criticisms of the 1975
Fountain committee are as accurate now as then.

1. Multiple audit or investigative units exist within the Department,
organized in a fragmented fashion, without effective central
leadership.

A March 1981 survey indicates there are more than 40 divisions
consisting of 11,331 staff years within the Department of Health
and Human Services attempting to combat fraud, abuse, and waste.

—There is no effective, centralized leadership for this activity.
Authority, focus, and relationship of these entities with the
Inspector General varies from division to division.

—In one case, relations between the IG and a program division
(the Bureau of Quality Control, Office of Program Integrity)
are so confused 10 memorandas of understanding have been
attempted in a period of 4 years.

—Like agencies are treated differently in their relationship to
the IG. BQC, OPI staff are not considered criminal investiga-
tors. Their role is confined to administrative sanctions and
receiving, processing, and referring all criminal cases to OI.
SSA, OPI personnel are explicitly considered criminal investi-
gators and only refer those cases relating to SSA employee
misconduct to the IG.

2. Auditors and investigators report to officials who are responsible
for the programs under review or are devoting only a fraction of
their time to audit and investigative responsibilities.

Fraud, abuse, and waste prevention and detection units remain
scattered throughout the Department in a haphazard, fragmented,
or often confusing pattern.

—Less than 10 percent of the total resources dedicated to control-
ling fraud, abuse, and waste (977 of 11,321 staff years) are
under the control of the Inspector General.

—HCFA reports nearly 20 percent of its resources (946 staff
years of 4,685) are dedicated to control abuse and waste. Fraud
investigations are no longer the responsibility of HCFA, that
responsibility having been transferred to the IG in 1977. Of
HCFA’s 946 staff years directed at abuse and waste, 256 staff
years are in quality control and 178 staff years in audit activi-
ties.

—The Social Security Administration currently utilizes about
8,426 staff years to combat fraud, abuse, and waste.

(45
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3. There is a lack of affirmative programs to look for possible fraud
and abuse. '

—Other than computer matching activities, there has not been a
serious focused effort to find and eliminate fraudulent activi-
ties.

—Targeting of activities based on programs at greatest risk has
been absent. Though audit and investigative personnel ex-
pressed an awareness of areas offering strong potential for
recoveries or investigation, this awareness was not reflected in
work plans.

—Neither the IG nor any other division of the Department have
demonstrated the ability to attack and control organized ef-
forts to defraud the programs, or major, intrastate activities.

—In October of 1978, the House Committee on Aging received
evidence of the involvement of organized crime elements in
programs under the Department’s jusisdiction in 35 of 50
States. There was no indication of any involvement by the IG
in attempting to control these activities.

4. Serious shortages of audit and investigative personnel exist.

—A eomparison of existing resources between the HHS IG and
14 other statutory IG’s indicates the HHS IG is staffed at a
level of one position per 203.5 million program dollars—nearly
three times the workload of the IG with the next highest ratio.

—The audit agency is staffed below its 1975 level. Estimated
essential workload exceeds the current staff capacity by nearly
40 percent.

—The Office of Investigations is staffed too low to permit proper
development of cases referred to OPI, let alone the initiation of
proactive investigations. One State fraud unit, New York, has
more field investigators than the IG does for the entire Nation.
(Statements from U.S. attorneys supporting the IG’s need for
more investigators are appended at R). 4

5. HHS, at least in part because of its fragmented organizational
structure, has failed to make effective use of the resources it
has.

—The creation of the Office of Inspector General has not simpli-
fied or consolidated the Department’s fraud, abuse, and waste
control efforts.

—The continuation of program efficiency and integrity efforts,
essentially unchanged since 1975, has extended the time neces-
sary to bring a case to conclusion and created jurisdictional
disputes, duplication and inefficiency.

- —In some instances, the conflict resulting from these jurisdic-
tional disputes has damaged the Department’s overall fraud
control effort and caused the loss of good cases.

—Largely because of the failure to commit adequate resources
and the continuation of the preexisting fragmented organiza-
tional structure, the IG’s office has been ineffective.

—In comparison with the other 15 statutory Inspector Generals,
the HHS IG ranked third from last in the number of cases
opened in 1980 per dollar expended.
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—The HHS IG ranked second from last out of the 11 statutory
IG’s with comparable data in dollars recovered per dollar ex-
pended in 1980.

—Thirty-one of the forty-one health cases presented to the De-
partment of Justice in 1980 by the IG were declined. Three
were listed as pending. One was at trial. One resulted in an
acquital. One case was not available for analysis.

—Only 5 of the 41 cases referred to the Department of Justice in
1980 resulted in convictions. The longest sentence ordered was
5 months. During the same time, the New York State medicaid
fraud unit listed 305 indictments, 154 convictions, 9 dismissals
and 12 acquitals. The balance were said to be pending.

6. Instances were found where it took protracted periods of time for
HEW (HHS) to take corrective action after deficiences in its
regulations became known.

—The backlog of outstanding unresolved HHS audits, as of the
end of 1980, amounted to almost $70 million. About $39 million
of that amount had been outstanding for more than 6 months.
$14 million had been outstanding for over 2 years.

—Thirty-six percent of the criminal cases said to be pending at
the end of 1980 were 6 months old or older. Twenty-one per-
cent were reported to be over a year old.

—Although the IG’s Office of Health Care and Systems Review
has targetted resources at effecting necessary program change,
these activities are rudamentary. In general, other than the
liberty of raising the question of what action a program divi-
sion may have taken based on a particular recommendation of
the IG’s office, the HCSR has no way of tracking the recom-
mendation or assuring implementation.

—Provisions of law requiring a quarterly report to Congress of
significant recommendations for systems change not imple-
mented have been ignored.

Despite the presence of many capable and dedicated investiga-
tors, auditors, and management personnel, the Inspector General’s
Office has not performed as Congress anticipated in 1976.

The essential elements necessary to the fulfillment of that poten-
tial are the unification under the IG’s leadership of the Depart-
ment’s efforts to control fraud, waste, and abuse; targeting of re-
sources; and the elimination of jurisdictional disputes.
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CONGRESSIONAL BIBLIOGRAPHY

This section provides a bibliography of major congressional documents on
Medicare and Medicaid fraud and abuse. The documents are organized chronolog-

ically by committee.
A. Senate Documents

1. Special Committee on Aging

U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Health of
the Elderly. Costs and delivery of health services to older Americans.
Hearings, 90th Congress, 2d session. Part 3. Washington, U.S. Govt. Print.
off., 1969. 846 p.

Hearings held Oct. 16, 1968, Los Angeles, Calif.

U.S. Congress. Senate. Special Committee on Aging. Developments in aging
1968; report together with minority views pursuant to S. Res. 228, 90th
Congress, 2d session. Washington, U.S. Govt. Print. Off., 1969. 281 p.
(91st Congress, lst sessfion. Senate. Report no. 91-119)

"S. Res. 228, March 15, 1968, resolution authorizing a study of the
problems of the aged and aging."”

U.5. Congress. - Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Trends in long-term care. Hearings, 91st Congress, 2d session.
Part 4. Washington, U.S. Govt. Print. Off., 1970. 351-439 p.
Hearings held Feb. 9, 1970.

-——-— Trends in long-term care. Hearings, 91st Congress, 2d session. Part 5.
Washington, U.S. Govt. Print. Off., 1970. 441-489 p.
Hearings held Feb. 10, 1970.

U.S. Congress. Senate. Special Committee on Aging. Developments in aging
1969; report together with minority views pursuant to S. Res. 316, 9lst
Congress, 2d session. Washington, U.S. Govt. Print. Off., 1970. 413 p.
(91st Congress, 2d session. Senate. Report no. 91-875)

. "S. Res. 316, Feb. 16, 1970, resolution authorizing a study of the
problems of the aged and aging.”

U.S. Congress. Senate. Special Committee on Aging. Subcoumittee on Long-Term
Care. Trends in long-term care. Hearihgs, 9lst Congress, 2d session.
Part 11. Washington, U.S. Govt. Print. Off., 1971. 871~981 p.
Hearings held Dec. 17, 1970.
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—--- Trends in long-term care. Hearings, 92d Congress, lst sessiori. Part 13.
Washington, U.S. Govt. Print. Off., 1971. 1201-1372 p.
Hearings held April 3, 1971, Chicago, Ill.

--——- Trends in long-term care. Hearings, 92d Congress, lst session. Part 15.
Washington, U.S. Govt. Print. Off., 1972. 1421-1624 p.
Hearings held Sept. 14, 1971, Chicago, I1l1.

—-~—- Trends in long-term care. Hearings, 92d Congress, lst session. Part 19A.
Washington, U.S. Govt. Print. Off., 1972. 2080-2230 p.
Hearings held Nov. 29, 1971, Minneapolis-St. Paul, Minn.

--——- Trends in long-term care. Hearings, 92d Congress, lst session. Part 19B-
Appendix. Washington, U.S. Govt. Print. Off., 1972. 2231-2437 p.
Hearings held Nov. 29, 1971, Minneapolis-St. Paul, Minn.

===== Nursing home care in the United States: failure in public policy.
Introductory report. Washington, U.S. Govt. Print. Off., 1974. 161 p.
At head of title: 93d Congress, 2d session. Committee print.

—=——= Nursing home care in the United States: failure in public policy.
Supporting paper no. l: The litany of nursing home abuses and an examina-
tion of the roots. of controversy. Washington, U.S. Govt. Print. Off., 1974.
163-241 p.
At head of title: 93d Congress, 2d session. Committee print.

-—-—= Nursing home care in the United States: failure in public policy.
Supporting paper no. 2: Drugs in nursing homes: misuse, high costs, and
kickbacks. Washington, U.S. Govt. Print. Off., 1975. 243-317 p.

At head of title: 94th Congress, lst session. Committee prinmt.

--——~ Trends in long-term care. Hearing, 94th Congress, lst session. Part 23.
Washington, U.S5. Govt. Print. Off., 1975. 2873-3033 p.
Hearing held Jan. 21, 1975, New York, N.Y.

-—-—- Treands in long-term care. Hearing, 94th Congress, lst session. Part 24.
Washington, U.S. Govt. Print. Off., 1975. 3035-3220 p.
Hearing held Feb. 4, 1975, New York, N.Y.

U.S. Congress. Senate. Special Committee on Aging. Trends in long-term care.
Hearing, 9th Congress, lst session. Part 25. Washington, U.S. Govt. Print.
off., 1976. 3221-3315 p.

Hearing held Feb. 19, 1975.

—=-— Developments in aging: 1974 and January-April 1975; report together with
-minority and supplemental views pursuant to S. Res. 267, 94th Congress, lst
sesgion. Washington, U.S. Govt. Print. Off., 1975. 393 p. (94th Congress,
1st session. Senate. Report no. 94-250)
"S$. Res. 267, March 1, 1974, resolution authorizing a study of the prob-
lems of the aged and aging.”
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U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Nursing home care in the United States: failure in public policy.
Supporting paper no. 5: The continuing chronicle of nursing home fires.
Washington, U.S. Govt. Print. Off., 1975. 455-577 p.

At head of title: 94th Congress, lst session. Committee print.

U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Medicare and Medicaid frauds. Joint hearings, before the Subcommit-
tee on Long-Term Care and the Subcommittee on Health of the Elderly, 94th
Congress, lst session. Part 1. Washington, U.S. Govt. Print. Off., 1976.
217 p.

Hearings held Sept. 26, 1975.

U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Proprietary home health care. Joint hearings, before the Subcom—
mittee on Long-Term Care of the Special Committee on Aging, United States
Senate, and the Subcommittee on Health and Long-Term Care, Select Committee
on Aging, House of Representatives. 94th Congress, lst session. Washington,
U.S. Govt. Print. Off., 1976. 293 p.

. Hearings held Oct. 28, 1975.

U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Medicare and Medicaid frauds. Hearings, 94th Congress, lst session.
Part 2. Washington, U.S. Govt. Print. Off., 1976. 219-286 p.
Hearings held Nov. 13, 1975.

—==== Medicare and Medicaild frauds. Hearings, 94th Congress, lst session.
Part 3. Washington, U.S. Govt. Print. Off., 1976. 407 p.
Hearings held Dec. 5, 1975.

—=== Trends in long-term care. Hearing, 94th Congress, lst session. Part 26.
Washington, U.S. Govt. Print. Off., 1975. 3317-3534 p.
Hearing held Dec. 9, 1975.

—=——— Fraud and abuse among clinical laboratories; a staff report. Washington,
U.S5. Govt. Print. Off., 1976. 45 p.
At head of title: 94th Congress, 2d session.

—-=-—— Medicare and Medicaid frauds. Hearings, 94th Congress, 2d session.
Part 4. Washington, U.S. Govt. Print. Off., 1976. 409-518 P
Hearings held Feb. 16, 1976.

——--- Trends in long-term care. Hearing, 94th Congress, 2d session. Part 27.
Waghington, U.S. Govt. Print. Off., 1976. 3535-3630 p.
Hearing held Mar. 19, 1976, in New York, N.Y.

===~ Nursing home care in the United States: failure in public policy. Sup~-
porting paper no. 7: The role of nursing homes in caring for discharged
mental patients (and the birth of a for-profit boarding home industry).
Washington, U.S. Govt. Print. Off., 1976. 703-781 p-
At head of title: 94th Congress, 2d session. Committee print.
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~==== Fraud and abuse among clinical laboratories; a report. Washington, U.S.
Govt. Print. Off., 1976. 80 p.
At head of title: 94th Congress, 2d session. Senate. Report no.
94-944 .

U.S. Congress. Senate. Special Committee on Aging. Part 1: Developments in
aging: 1975, and January-May 1976; report together with minority views
pursuant to S. Res. 62, 94th Congress, lst session. Washington, U.S. Govt.
Print. Off., 1976. 299 p. (94th Congress, 2d session. Senate. Report no.
94-998)
“S. Res. 62, July 23, 1975, resolution authorizing a study of the prob-
lems of the aged and aging.”

U.S. Congress. Senate. Special Committee on Aging. Subcommittee on Long-Term
Care. Fraud and abuse among practitioners participating in the Medicaid
program; a staff report. Washington, U.S. Govt. Print. Off., 1976. 287 p.

At head of title: 94th Congress, 2d session.

-==——= ,Medicare and Medicaid frauds. Hearing, 94th Congress, 2d session.
Part 5. Washington, U.S. Govt. Print. Off., 1977. 519-637 p.
Hearing held Aug. 30, 1976.

----- Medicare and Medicaid frauds. -Hearing, 94th Congress, 2d session.
Part 6. Washington, U.S. Govt. Print. Off., 1977. 639-755 p.
Hearing held Aug. 31, 1976.

U.S. Congress. Senate. Special Committee on Aging. Medicare and Medicaid
frauds. Hearing, 94th Congress, 2d session. Part 7. Washington, U.S. Govt.
Print. Off., 1977. 757-810 p.

Hearing held Nov. 17, 1976.

U.S. Congress. Senate. Special Committee on Aging. Medicare and Medicaid
frauds. Joint hearing, before the Special Committee on Aging, United
States Senate, and the Subcommittee on Health and the Subcommittee on
Oversight of the Ways and Means Committee, House of Representatives, 95th
Congress, 1st session. Part 8. Washington, U.S. Govt. Print. Off., 1977.
811-975 p. .

Hearing held Mar. 8, 1977.

U.S. Congress. Senate. Special Committee on Aging. Medicare and Medicaid
frauds. Joint hearing, before the Special Committee on Aging, United
States Senate, and the Subcommittee on Health and the Subcommittee on
Oversight of. the Ways and Means Committee, House of Representatives, 95th
Congress, lst session. Part 9. Washington, U.S. Govt. Print. Off., 1977.
975-1264 p.

Hearing held Mar. 9, 1977.

U.S. Congress. Senate. -Special Committee on Aging. Kickbacks among Medicaid
- providerss: a report. .Washington, U.S. Govt. Print. Off.,.1977. .29 p.
(95th Congress, lst session. 'Senate. Report no. 95-320)
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—==-= Part l: Developments in aging: 1977; report together with additional and
supplemental views pursuant to S. Res. 78, 95th Congress, lst session, and
S. Res. 147, 95th Congress, lst session. Washington, U.S. Govt. Print. Off.,
1978. 317 p. (95th Congress, 2d session. Senate. Report no. 95-771)
"S. Res. 78, Feb. 11, 1977, and S. Res. 147, June 14, 1977, resolutions
authorizing a study of the problems of the aged and aging.”

~==== Part 2--Appendixes: Developments in aging: 1977; report and supplemental
views pursuant to S. Res. 78, 95th Congress, lst session, and S. Res. 147,
95th Congress, lst session. Washington, U.S. Govt. Print. Off., 1978.
285 p. (95th Congress, 2d session. Senate. Report no. 95~771)
"S. Res. 78, Feb, 11, 1977, and S. Res. 147, June 14, 1977, resolutions
authorizing a study of the problems of the aged and aging.”

——--- Medicaid anti-fraud programs: the role of State fraud control units. Hear-~
ings, 95th Congress, 2d session. Washington, U.S. Govt. Print. off., 1979.
52 p.

Hearing held July 25, 1978.

—=== Part 1: Developments in aging: 1978; report together with additional views
pursuant to S. Res. 375, 95th Congress, 2d session, and S. Res. 376, 95th
Congress, 2d session. Washington, U.S. Govt. Print. Off., 1979. 247 p.
(96th Congress, lst session. Senate. Report no. 96-55)

"S. Res. 375, Mar. 6, 1978, and S. Res. 376, Mar. 6, 1978, resolutions
authorizing a study of the problems of the aged and aging."”

———-- Abuse of the Medicare home health program. Hearing, 96th Congress, lst
session. Washington, U.S. Govt. Print. Off., 1979. 83 P
Hearing held Aug. 28, 1979, in Miami, Fla.

~——= Part 1: Developments in aging: 1979; report pursuant to S. Res. 65, 96th
Congress, lst session. Washington, U.S. Govt. Print. off., 1979. 234 p.
(96th Congress, 2d session. Senate. Report no. 96-613)
"S. Res. 65, Mar. 7, 1979, resolution authorizing a study of the pro-
blems of the aged and aging.”

—===— Part 2--Appendixes: Developments in aging: 1979; report pursuant to
S. Res. 65, 96th Congress, lst session. Washington, U.S. Govt. Print. off.,
1980. 234 p. (96th Congress, 2d session. Senate. Report no. 96-613,
Part 2)
"S. Res. 65, Mar. 7, 1979, resolution authorizing a study of the pro-
blems of the aged and aging."

2. Committee on the Budget

U.S. Congress. Senate. Coumittee on the Budget. Omnibus Reconciliation Act
of 1981; report to accompany S. 1377, pursuant to H. Con. Res. 115, 97th
Congress, lst session. Washington, U.S. Govt. Print. off., 1981. 1034 p.
(97th Congress, lst session. Senate. Report no. 97~139)
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3. Committee on Finance

U.S. Congress. Senate. Committee on Finance. Medicare and Medicaid. Hear-
ings, 91st Congress, lst session. Washington, U.S. Govt. Print. Off., 1969.
490 p.
Hearings held July 1 and 2, 1969.

----- Medicare and Medicaid; problems, issues, and alternatives; a staff report.
Washington, U.S. Govt. Print. Off., 1970. 323 p.
At head of title: 9lst Congress, lst session. Committee print.

===== Medicare and Medicaid. Hearings, 9lst Congress, 2nd session. Part 1.
Washington, U.S. Govt. Print. Off., 1970. 192 p.
Hearings held Feb. 25 and 26, 1970, Administration witnesses.

U.S. Congress. Senate. Committee on Finance. Subcommittee on Medicare-
Medicaid. Medicare and Medicaid. Hearings, 91st Congress, 2d session.
Part 2 of 2 parts. Washington, U.S. Govt. Print. Off., 1970. 846 p.

Hearings held Apr. 14 and 15, May 26 and 27, June 2, 3, 15, and 16,
1970.

U.S. Congress. Senate. Committee on Finance. Social Security Amendments of
1970. Hearings, 9lst Congress, 2d session. Part 1. Washington, U.5. Govt.
Print. Off., 1970. 339 p.

Hearings held June 17, July 14 and 15, 1970.

-——= Social Security Amendments of 1970. Hearings, 9lst Congress, 2d session.
Part 2. Washington, U.S. Govt. Print. Off., 1970. 341-924 p.
Hearings held Sept. 14-17, 21, 1970.

----- Social Security Amendments of 1970; report together with separate, addi-
tional views to accompany H.R. 17550. 9lst Congress, 2d session. Washing-
ton, U.S. Govt. Print. Off., 1970. 456 p. (91lst Congress, 2d session.
Senate. Report no. 91-1431)

"H.R. 17550, an Act to amend the Social Security Act to provide in-
creases in benefits, to improve computation methods, and to raise the earn-
ings base under the Old-Age, Survivors, and Disability Insurance System,
to make improvements in the Medicare, Medicaid, and Maternal and Child
Health programs with emphasis upon improvements in the operating effective-
ness of such programs, and for other purposes.”

—=——= Social Security Amendments of 1972; report together with additional views
to accompany H.R. 1. 92d Congress, 2d session. Washington, U.S. Govt.
Print. Off., 1972. 1285 p. (92d Congress, 2d session. Senate. Report no.
92-1230)
"H.R. 1, an Act to amend the Social Security Act, and for other purposes.”

U.S5. Congress. Senate. Committee on Finance. Summary of Social Security
Amendments of 1972: Public Law 92-603 (H.R. 1). Joint publication of the
Committee on Finance, United States Senate, and the Committee on Ways and
Means, House of Representatives, 92d Congress, 2d session. Washington, U.S.
Govt. Print. Off., 1972. 56 p.

At head of title: 92d Congress, 2d session. Committee print.
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U.S. Congress. Senate. Committee on Finance. Subcommittee on Health.
Medicare-Medicaid Administrative and Reimbursement Reform. Hearings,
94th Congress, 2d session. Washington, U.S. Govt. Print. off., 1976.
604 p.

Hearings held July 26-30, 1976.

U.S. Congress. Senate. Committee on Finance. Repeal of consent to suits
respecting hospital provider cost under Medicaid; and Medicare-Medicaid
antifraud amendments; report to accompany H.R. 12961, 94th Congress, 2d
session. Washington, U.S. Govt. Print. Off., 1976. 24 p. ({9th Congress,
2d session. Senate. Report no. 94-1240)

———-- Medicare-Medicaid antifraud and abuse amendments; report to accompany
S. 143, 95th Congress, lst session. Washington, U.S. Govt. Print. off.,
1976. 96 p. (95th Congress, lst session. Senate. Report no. 95~453)

U.S. Congress. Senate. Committee on-Finance. Subcommittee on Health. Find-
ings of Permanent Subcommittee on Investigations on health maintenance
organizations. Hearing, 95th Congress, 2d session. Washington, U.S. Govt.
Print. Off., 1978. 147 p.

Hearing held May 18, 1978.

—=-- Medicare and Medicaid home health benefits. Hearings, 96th Congress, lst
session. Washington, U.S. Govt. Print. Off., 1979. 430 p.
Hearings held May 21, 22, 1979.
"Serial no. 96-14"

U.S. Congress. Senate. Committee on Finance. Subcommittee on Public Assistance.
Waste and abuse in Social Security Act programs. Hearing, 96th Congress, lst
session. Washington, U.S. Govt. Print. Off., 1980. 336 p.

Hearing held Nov. 16, 1979.
"Serial no. 96-58"

U.S. Congress. Senate. Committee on Finance. Medicare-Medicaid Administrative
and Reimbursement Refort Act of 1979; report to accompany. H.R. 934, 96th Con~
gress, lst session. Washington, U.S. Govt. Print. Off., 1979. 172 p. (96th
Congress, lst session. Senate. Report no. 96-471)

“H.R. 934, a bill for the relief of Brian Hall and Vera W. Hall."

U.S. Congress. Senate. Committee on Finance. Subcommittee on Health. Medicare
and Medicaid Fraud. Hearing, 96th Congress, 2d session. Washington, U.S.
Govt. Print. Off., 1980. 49 p.

Hearing held July 22, 1980.

4. Committee on Government Operations/Committee on Governmental Affairs

U.S. Congress. Senate. Committee on Government Operations. Permanent Subcom—
mittee on Investigations. Prepaid health plans. Hearings, 94th Congress,
lst session. Washington, U.S. Govt. Print. Off., 1975. 328 p-
Hearings held Mar. 13 and 14, 1975.
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U.S. Congress. Senate. Committee on Government Operations. Subcommittee on
Federal Spending Practices, Efficiency, and Open Government. Efficiency
of the Medicare program in disbursing funds to home health care agencies.
Hearings, 94th Congress, 2d session. Washington, U.S. Govt. Print. Off.,
1976. 442 p.

Hearings held April 12, 1976, Tampa, Fla.; May 5, 1976, Miama, Fla.

———-= Fraudulent payments in the Medicaid program. Hearing, 94th Congress,
2d session. Washington, U.S. Govt. Print. Off., 1976. 97 p.
Hearing held Aug. 17, 1976, Miama, Fla.

U.S. Congress. Senate. Committee on Government Operations. Problems asso-
clated with home health care agencies and Medicare program in the State of
Florida. Washington, U.S. Govt. Print. Off., 1976. 118 p.

At head of title: 94th Congress, 2d session. Committee print.

——--- Conveyance of U.S. interests in certain lands in Salt Lake County, Utah,
to the Shriners' Hospitals for Crippled Children; report to accompany
H.R. 11347, 94th Congress, 2d session. Washington, U.S. Govt. Print. Off.,
1976. 14 p. (94th Congress, 2d session. Senate. Report no. 94-1324)

U.S. Congress. Senate. Committee on Government Operations. Permanent Subcom—
mittee on Investigations. Medicaid management information systems (MMIS).
Hearings, 94th Congress, 2d session. Washington, U.S. Govt. Print. Off.,
1977. 268 p.

Hearings held Sept. 29, 30, Oct. 1, 1976.

U.S. Congress. Senate. Committee on Government Operations. Subcommittee on
Federal Spending Practices, Efficiency, and Open Government. Problems
associlated with the fraudulent payments of clients in the Medicaid Program;
a report. Washington, U.S. Govt. Print. Off., 1976. 34 p.

At head of title: 94th Congress, 2d session.

U.S. Congress. Senate. Committee on Government Operations. Permanent Subcom—

mittee on Investigations. Prepaid health plans. Hearings, 94th Congress,

lst session. Part 2. Washington, U.5. Govt. Print. Off., 1977. 329-594 p.
Hearings held Dec. 14 and 15, 1976.

U.S. Congress. Senate. Committee on Governmental Affairs. Subcommittee on
Governmental Efficiency and the District of Columbia. Legislation to
Establish Offices of Inspector General—H.R. 8588. Hearings, 95th Congress,
2d session. Washington, U.S. Govt. Print. Off., 1978. 542 p.

Hearings held June 14, 15 and July 25, 1978.

U.S. Congress. Senate. Committee on Governmental Affairs. Subcommittee on
Federal Spending Practices and Open Government. Assuring quality of care
in nursing homes participating in Medicare and Medicaid. Hearings, 95th
Congress, 2d session. Washington, U.S. Govt. Print. Off., 1979. 448 p.

Hearings held July 17; Aug. 2, 3; Dec. 8, 1978.

U.S. . Congress. Senate. Comumittee on Governmental Affairs. Permanent Subcom—
mittee on Investigations. Fraud, Abuse, Waste, and Mismanagement of Pro-
grams by HEW. Hearing, 95th Congress, 2d session. Washington, U.S. Govt.
Print. Off., 1979. 114 p.

Hearing held July 20, 1978.
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—--- Prepaid health plans and health maintenance organizations; a report.
Washington, U.5. Govt. Print. Off., 1978. 62 p. (95th Congress, 2d ses-
sion. Senate. Report no. 95-749)

—--- Home health care fraud and abuse. Hearings, 97th Congress, lst session.
Washington, U.S. Govt. Print. Off., 1981. 153 p.
Hearings held Mar. 13 and 14, 1981.

—-—= Home health care fraud and abuse; a report. Washington, U.S. Govt. Print.
Off., 1981. 54 p. (97th Congress, lst session. Senate. Report no. 97-210)

B. House Documents

1. Select Committee on Aging

U.S. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Care. Auditing of nursing homes and alternatives to institution-
alization. Hearing, 94th Congress, lst session. Washington, U.S. Govt.
Print. Off., 1975. 108 p.

Hearing held July 12, 1975, in Providence, R.I.

U.S. Congress. House. Select Committee on Aging. New York home care abuse.
Hearing, 95th Congress, 2d session. Washington, U.S. Govt. Print. off.,
1978. 260 p.

Hearing held Feb. 6, 1978, in New York, N.Y.

----- Fraud and racketeering in Medicare and Medicaid. Hearing, 95th Congress,
2d session. Washington, U.S. Govt. Print. Off., 1979. 168 p-
Hearing held Oct. 4, 1978.
"Committee publication 95-177"

U.S. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Care. Special problems in long~term care. Hearing, 96th Congress,
1st session. Washington, U.S. Govt. Print. Off., 1980. 679 P
Hearing held Oct. 17, 1979.
"Committee publication 96-208"

U.S. Congress. House. Select Committee on Aging. Subcommittee on Health and
Long-Term Care. Medicare and Medicaid fraud. Hearing, 96th Congress,
2d session. Washington, U.S. Govt. Print. Off., 1980. 39 p.
Hearing held May 15, 1980.

2. Committee on the Budget

U.S. Congress. House. Committee on the Budget. Omnibus Reconciliation Act
of 1980; report to accompany H.R. 7765. Washington, U.S. Govt. Print. off.,
1980. 661 p. (96th Congress, 2d session. House. Report no. 96-1167)

U.5. Congress. House. Committee on the Budget. Omnibus Reconciliation Act
of 1981; report together with supplemental, additional, and minority views
to accompany H.R. 3982. Washington, U.S. Govt. Print. Off., 1981. 3 v.
(97th Congress, lst session. House. Report no. 97-158)
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3. Committee on Government Operations

U.S. Congress. House. Committee on Government Operations. Subcommittee on
Intergovernmental Relations and Human Resources. HEW procedures and
resources for prevention and detection of fraud and program abuse. Hear-
ings, 94th Congress, lst session. Washington, U.S. Govt. Print. Off., 1975.
383 p. -

Hearings held Apr. 22 . . . June 24, 1975.

U.S. Congress. House. Committee on Government Operations. Department of
Health, Education, and Welfare (prevention and detection of fraud and pro-
gram abuse); a report. Washington, U.S. Govt. Print. Off., 1976. 42 p.
(94th Congress, 2d session. House. Report no. 97-786)

U.S. Congress. House. Committee on Government Operations. Subcommittee on
Intergovernmental Relations and Human Resources. Establishment of an Office
of the Inspector General in the Department of Health, Education, and Welfare.
Hearings, 94th Congress, 2d session. Washington, U.S. Govt. Print. Off.,
1976. 119 p.

Hearings held May 25, 27, 1976.

U.S. Congress. House. Committee on Government Operations. HEW Office of
Inspector General; report together with supplemental views to accompany
H.R. 15390. Washington, U.S. Govt. Print. Off., 1976. 20 p. (94th Con-
gress, 2d session. House. Report no. 94-1573)

U.S. Congress. House. Committee on Government Operations. Subcommittee on
Intergovernmental Relations and Human Resources. Establishment of Offices
of the Inspector General. Hearings, 95th Congress, lst session. Washington,
U.S. Govt. Print. Off., 1977. 856 p.

Hearings held May 17, 24; June 1, 7, 13, 21, 29; and July 25, 27, 1977.

4. Committee on Interstate and Foreign Commerce

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—
mittee on Oversight and Investigations. Getting ready for National Health
Insurance: unnecessary surgery. Hearings, 94th Congress, lst session.
Washington, U.S. Govt. Print. Off., 1975. 367 p.

Hearings held July 15, 17, 18; Sept. 3, 1975.

~ "Serial no. 94-37"

===== Cost and quality of health care: unnecessary surgery; a report. Washing-
ton, U.S. Govt. Print. Off., 1976. 52 p. (94th Congress, 2d session.
House)
At head of title: Subcommittee print.

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom
mittee on Health and the Environment. Selected data on nursing homes and
home health care; a staff report. Washington, U.S. Govt. Print. Off., 1976.
21 p. .
At head of title: 94th Congress, 2d session.



- b9
bibliography - 11

U.S. .Congress. House. Committee on.Interstate and Foreign Commerce. Subcom—
mittee on Oversight and Investigations. Problems of Medicaid fraud and
.abuse. . Hearing, 94th Congress, 2d session. Washington, U.S. Govt. Print.
off., 1976. 133 p.

Hearing held Feb. 13, 1976.
"Serial no. 94-64"

U.S. Congress. House. Committee on Interstate. and Foreign Commerce. Subcom—
mittee on Health and the Environment. Medicare~Medicaid Anti~Fraud Act.
Hearing, 94th Congress, 2d session. Washington, U.S. Govt. Print. Off.,
1976. 149 p.

Hearing held Sept. 22, 1976, on H.R. 15536, H.R. 13347 and H.R. 14805,
H.R. 6483 [and] H.R. 6623.
"Serial no. 94-112"

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom-
mittee on Oversight and Investigations. . Delivery of health care: California
PHP's. Hearing, 94th Congress, 2d session. Washington, U.S. Govt. Print.
off., 1977. 206 p.

Hearing held Nov. 22, 1976, in Sacramento, Calif.
"Serial no. 94-160~

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—
mittee on Health and the Enviroament. Praud and abuse in the Medicare and
Medicaid Programs; a joint staff report prepared by the Subcommittee on
Health and Environment of the Committee on Interstate and Foreign Commerce,
House of Representatives, and the Subcommittee on Health of the Committee on
Ways and Means, House of Representatives. Washington, U.S. Govt. Print.
Off., 1977. 20 p.

At head of title: 95th Congress, lst session. . Joint Committee. Print.
"WMCP: 95-6"

U.S.. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—
mittee on Health® and the Environment. Medicare-Medicaid Antifraud and
Abuse Amendments. Joint hearings, before the Subcommittee on Health and
the Environment of the Committee on Interstate and Foreign Commerce, House
of Represenatives, and the Subcommittee on Health of the Committee on Ways
and Means, House of Representatives, 95th Congress, lst session. Washington,
U.S. Govt. Print. Off., 1977. 499 p.

Hearings held Mar. 3 and 7, 1977.

"H.R. 3; a bill to strengthen the capability of the Government to detect,
prosecute, and punish fraudulent activities under the Medicare .and Medicaid
programs, and for other purposes.”

"Serial no. 95-7"

U.S. Congress. House. Committee .on Interstate and Foreign Commerce. Subcom~
mittee on Oversight and Investigations. Nursing home abuses. Hearings,
95th Congress, lst session. Washington, U.S. Govt. Print. off., 1977.
200 p.
Hearings held Mar. 15 and 16, 1977, on-health care delivery system in
nursing homes.
"Serial no. 95-19"

—-—= Fraud and abuse-in nursing homes: pharmaceutical kickback arrangements;

report. Washington, U.S. Govt. Print. Off., 1977. 30 p.
At head of title: 95th.Congress, 1st session. Committee print 95-9.
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U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—
mittee on Health and Scientific Research. Clinical Laboratory Improvement
Act of 1977. Hearings, 95th Congress, lst -session. Washington, U.S. Govt.
Print. Off., 1977. 765 p.
Hearings held Mar. 29 and 30, 1977, on S. 705, the Clinical Laboratory
Improvement Act of 1977.

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—-
mittee on Health and the Environment. Clinical Laboratory Improvement Act
of 1977. Hearings, 95th Congress, lst session. Washington, U.S. Govt.
Print. Off., 1977. 642 p.

Hearings held June 14 and 15, 1977, on H.R. 6221, the Clinical Labora-
tory Improvement Act of 1977.
"Committee Serial no. 95-17"

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Medicare-
Medicaid antifraud and abuse amendments; report to accompany H.R. 3 together
with separate and additional views and including cost estimate of the Con-
gressional Budget Office. Washington, U.S. Govt. Print. Off., 1977. 153 p.
(95th Congress, lst session. House. Report no. 95-393, part II)

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom—
mittee on Health and the Environment. Medicaid payments for ineligible
persons. Hearing, 95th Congress, lst session. Washington, U.S. Govt. Print.
Ooff., 1978. 28 p. .

Hearing held Nov. 1, 1977. .
"Committee Serial no. 95-48"

——--- Medicaid and Medicare Amendments. Hearing, 95th Congress, lst session.
Washington, U.S. Govt. Print. Off., 1979. 1205 p.
Hearings held Oct. 16, 19, 22, and 23, 1979, to consider various pro-
posals to amend Social Security Act Medicare and Medicaid programs, including
H.R. 4000 and similar bills. .
“"Committee Serial no. 95-48"
U.S. Congress. House. Committee on Interstate and Foreign Commerce. Medicare
amendments of 1980; report to accompany H.R. 3990 together with additional
views and including cost estimate of the Congressional Budget Office. Wash-
ington, U.S. Govt. Print. Off., 1980. 106 p. (96th Congress, 2d session.
House. Report no. 96-588, part 3)

—--- Medicare and Medicaid Amendments of 1980; report to accompany H.R. 4000.
Washington, U.S. Govt. Print. Off., 1980. 204 p. (96th Congress, 2d ses—
gion. House. Report no. 96-589, part 1I)

U.S. Congress. House. Committee on Interstate and Foreign Commerce. Subcom~
mittee on Health and the Environment. Various Medicaid proposals. Hearing,
96th Congress, 2d session. Washington, U.S. Govt. Print. Off., 1980. 205 p.

Hearing held Sept. 8, 1980.

"H.R. 7028, H.R. 7029, H.R. 7030, H.R. 7031, and H.R. 7468, bills that
propose fundamental changes In the Medicaid program, with major implications
for program eligibles, particpating providers, and for Federal and State
goverument. "

“Serial no. 96-195"
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U.S. Congress. House. Coummittee on Interstate and Foreign Commerce. Subcom—
mittee on Oversight and Investigations. Wasted surgical dollars. Hearing,
96th Congress, 2d session. Washington, U.S. Govt. Print. Off., 1980. 38 p.
Hearing held Dec. 2, 1980.
"Serial no. 96-228"

5. Committee on Ways and Means

U.S. Congress. House. Committee on Ways and Means. Social Security Amendments
of 1970; report to accompany H.R. 17550. Washington, U.S. Govt. Print. Off.,
1970. 144 p. (91st Congress, 2d session. House. Report no. 91-1096)

"H.R. 17550, to amend the Social Security Act to provide increases in
benefits, to improve computation methods, and to raise the earnings base
under the Old-Age, Survivors, and Disability Insurance System, to make
improvements in the Medicare, Medicaid, and Maternal and Child Health program
with emphasis upon improvements in the operating effectiveness of such pro-
grams, and for other purposes.”

—=-- Social Security Amendments of 1971; report to accompany H.R. 1. Washing-
ton, U.S. Govt. Print. Off., 1971. 386 p. (924 Congress, lst session.
House. Report no. 92-231)

“H.R. 1, to amend the Social Security Act to increase benefits and
improve eligibility and computation methods under the OASDI program, to make
improvements in the Medicare, Medicaid, and Maternal and Child Health Pro-
grams with emphasis on improvements in their operating effectiveness, to
replace the existing Federal-State public assistance programs with a Federal
program of adult assistance and a Federal program of benefits to low-income
families with children with incentives and requirements for employment and
training to improve the capacity for employment of members of such families,
and for other purposes.”

—=-== Summary of Social Security Amendments of 1972: Public Law 92-603 (H.R. 1).
Joint publication of the Committee on Ways and Means, House of Representa-
tives, and the Committee on Finance, United States Senate, 92d Congress,
2d session. Washington, U.S. Govt. Print. Off., 1972. 56 p.

At head of title: 924 Congress, 2d session. Committee print.

U.S. Congress. House. Committee on Ways and Means. Subcommittee on Oversight.
Study of home health services under Medicare. Joint hearing, before the
Subcommittee ‘on Oversight and the Subcommittee on Health of the Committee on
Ways and Means, House of Representatives. Hearings, 94th Congress, 2d ses—
sion. Washington, U.S. Govt. Print. Off., 1977. 59 p.

Hearing held Sept. 13, 1976.

U.S. Congress. House. Committee on Ways and Means. Subcommittee on Health.
Fraud and abuse in the Medicare and Medicaid Programs; a joint staff report
prepared by the Subcommittee on Health of the Committee on Ways and Means,
House of Representatives, and the Subcommittee on-Health and the Environment
of the Committee on Interstate and Foreign Commerce, House of Representatives.
Washington, U.S. Govt. Print. Off., 1977. 20 p.

At head of title: 95th Congress, lst session. Joint Committee Print.
"WMCP: 95-6"
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U.S. Congress. House. Committee on Ways and Means. Subcommittee on Health.
Medicare-Medicaid Antifraud and Abuse Amendments. Joint hearings, before
the Subcommittee on Health of the Committee on Ways and Means, House of
Representatives, and the Subcommittee on Health and the Environment of the
Committee on Interstate and Foreign Commerce, House of Represenatives, 95th
Congress, lst session. Washington, U.S. Govt. Print. Off., 1977. 499 p.

Hearings held Mar. 3 and 7, 1977.

"H.R. 3, a bill to strengthen the capability of the Government to detect,
prosecute, and punish fraudulent activities under the Medicare and Medicaid
programs, and for other purposes.”

"Sertal no. 95-7"

U.5. Congress. Committee on Ways and Means. Subcommittee on Health. Medicare
and Medicaid frauds. Joint hearing, before the Subcommittee on Health and
the Subcommittee on Oversight of the Committee on Ways and Means, House of
Representatives, and the Special Committee on Aging, United States Senate,
95th Congress, lst session. Part 8. Washington, U.S. Govt. Print. off.,
1977. 811-975 p.

Hearing held Mar. 8, 1977.

U.S. Congress. Committee on Ways and Means. Subcommittee on Health. Medicare
and Medicaid frauds. Joint hearing, before the Subcommittee on Health and
the Subcommittee on Oversight of the Committee on Ways and Means, House of
Representatives, and the Special Committee on Aging, United States Senate,
95th Congress, lst session. Part 9. Washington, U.5. Govt. Print. off.,
1977. 975-1264 p.

Hearing held Mar. 9, 1977.

U.S. Congress. House. Committee on Ways and Means. Subcommittee on Health.
H.R. 3; Medicare—Medicaid Anti~Fraud and Abuse Amendments. Washington, U.S.
Govt. Print. Off., 1977. 34 p.

At head of title: 95th Congress, lst session. Committee Print.
"WMCP: 95-14\"

U.S. Congress. House. Committee on Ways and Means. Medicare-Medicaid Anti-
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This section ‘provides a.selected bibliography of major U.S. General
Accounting Office (GAO) documents related to fraud, waste, and abuse in
: the Medicare and Medicaid programs. The documents are organized chronologically.
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APPENDIX

- APPENDIX A

.
MEMORANDUM . DEPARTMENT OF KEALTH, EDUCATION, AND WELFARE
i

i MINISTR A
| e ) -:_:‘S&"‘IALSECURITYAD INISTR \TION.

All Executive- Staf DAfE::FeS;uary 8, 1980

i wrervae  SAX
Herbert™X. Doggette; Jr.
Deputy. Commissioner (Operations)

~Program Misuse-and Management Inefficienéy-rINFORMATluN

In a recent.meeting, Secretary Harris inforred us that
in the future, rather than using the phrase, “fraug,
.abuse, and waste," she would prefer "procram misuse
and management inefficlency." I agree that the

. Secretary's tarminology mcre accurately reflects what

we are measuring and working to eliminate. The change
is effective immecdiately; please sece that is is
cffected in your areas of responsibility.

cc:

oc
oGC

OC § 0393
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APPENDIX B

SURVEY OF RESOURCES

WITHIN

THE DEPARTMENT OF HEALTH AND HUMAN SERVICES

AIMED AT REDUCING FRAUD, ABUSE AND WASTE

Prepared by: Office of Inspector General
Health Care and Systems Peview
March 23, 1981
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Purpose
This survey updates a previous one completed in August 1977

which responded to a question from a Congressional question-
naire to the Inspector General on the total resources (staff
andbdollars) available to promote economy and efficiency and/or
combat fraud and abuse in the Department. The Office of Inspector
General (0IG) committed itself to resurvey the Department's

resources once the reorganization from HEW to HHS was accomplished.

Background

The terms fraud, abuse, or waste (inefficiency) were not redefined

from those used in the original survey. This survey did, however,
attempt to encombass a much broader look at the available resources
to combat fraud, abuse and waste (FAW). Its intent was to

include all activities involved in combating FAW beyond "post-~

audit® activities.

The following definitions were used:

o  Fraud: the qbtaining of something of value through
willful misrepresentation.

© Abuse: covers a wide variety of program violations
and improper practices not involving fraud.

© Waste (inefficiency): consists of any and all actions
and or lack of actions leading to the unwise
use of Federal programs, funds or resources,
resulting in costs incurred without the receipt

of full and‘reaéonable benefits.

87-144 0 - 81 - &
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* All Principal Operating Components (POC) including components
of the Office of the Secretary and Offices of Principal Regional
_Officials were asked to re-survey their operations and provide
us with ghe total resources (staff and dollars) engaged in

- combating FAW. The request also called for'a brief narrative
or functional statement of dutiesuperforﬁed for each component

identified in the survey.

Summary of Survey

The total figures prpvided represent on-board strength at the
time of the survey (October/November 1980). - The survey dis-

closed that exclusive of the OIG, 10,344 staff years at a cost

of $384:211 million are expended toward combating fraud, abuse

and waste in the DHHS. The OIG on-board total resources as

of November 1980 were 977 ($43.320 million) for.a Departmental

total of 11,321 staff years at a cost of approximately $427.527

million.

The survey data was reviewed.to insure each POC's adherence
to the general guidance provided by the OIG. We independently
canvassed two.major- POC's to determine the accuracy and con-
. sistency of the data.: For the most part, the responding and

. respongible components for this review were the respective

- office.of Management and Budget in each POC. - BCFA, SSA and

OHDS' data were all compiled by the Management and Budget
staffs. PHS took a different approach and allowed each com-
ponent within that POC to respond to the.OIG request. For

this reason it is conceivable that there may be some incon-
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sistency in the PHS data witﬁ respect to both staffing and

costs.

As previously indicated this review took a much broader look

at fraud, abuse and waste activities than did the previous
survey which concerned itself mostly with "post audit" functions.
This report therefore reflects a greater increase in the efforts

currently being expended by HHS in the following areas:

... fraud and abuse investigations;

... audits of State and local governments, nonprofit organi-

zations, insurance companies, and internal HHS activities;

... other audit-related matters and/or reviews, e.g.,
monitoring of implementation of audit recommendations,
field examination and compliance reviews by certain

program staff, etc.;

... program integrity activities;

... Mmanagement surveys and related activities dedicated
to resolving specific programs or operational and

organizational problems; and

... Qquality control reviews of the various programs.



78

These: survey data do not reflect resources available .in.the
Office for Civil Rights or the Center for Disease Control,

Both of these components did not respond to the OIG request.

The following schedules represeht each POC's efforts aimed

at combating fraud, abuse and waste.
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Office of the Secretary ~ 1205 Staff Years $50.639 Million

The Office of the Secretary has four components (including

the Office of Inspector General) with resources available to
combat fraud and abuse and/or promote economy and efficiency
in HHS programs. They are a) the Office of Inspector General
(OIG) 977 sStaff Years $43 Miliion, b) the Assistant Secretary
for Management and Budget (ASMB) 85 staff years $3.0 million,
and c¢) the Assistant Secretary for Personnel Administration

(aSPA) .

General Description of Activities

Resources Available

Staff Years Cost gMillions)

Investigations 181.0 $ 7.958 1/
Audits 742.0 32.897 2/
Management Syétems Review 72.0 2,799 3/
Fiscal Review ' 135.0° 4.370
Audit-Related Matters 17.0 -640 4/
Utilization Review 9.0 ‘ .228
Other 49.0 1.744 5/
Total 1205.0 $50.639

1/ Investigations (180.7 Staff Years $7.958 Million) - The

OIG has the majority of investigations represented here. They
are located within the Office of Assistant Inspector General
for Investigations (175 Staff Years $7.759 Million). This office

provides leadership, policy direction, planning, coordination
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and management of the HHS OIG investigative program, conducts
investigation of cases of alleged fraud and abuse in programs
and operations administered or financed by the Department,
including allegations against Department contractors, grantees,
or other entities or individuals funded, .supported or employed

by the Department.

ASPA (5.7 Staff Years $.19 Million) - The Division of Personnel

Investigations assess allegations, conducts investigations,
and makes recommendations for disposition in merit systems
-and non-criminal standards-of-conduct cases, It also estab-

lished- and maintains an internal employeefsecutity program.

2/ Audits (742.0 Staff Years $32.897 Million)-- The Office

of Assistant Inspector General for Auditing's major duties

include: 1) audit service to all management levels within

the Department through the conduct of comprehensive audits
which include examinations of the Department, and its grantees
and contractors; 2) developing policies, procedures, standards
and criteria relating to audit activities at all levels within
the Department; 3) determining when audits can be best carried
out by organizations outside HHS, preparing guidelines for
conduct of such audits and reviewing adequacy of reports
prepared by others for HHS; and 4) conducting follow-up audits
and speciai analyses to_detetmine propriety of acﬁion taken

. by top 'management on. previous audit findings and recommendations.
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. 3/ Management Systems Review (72.1 Staff Years $2.799)

Assistant Inspector General for Health Care and Systems

Review (HCSR) - 36.0 Staff Years $1.596 Million - HCSR

reviews management by the Department of its programs,
giving pértlcular attention to manaéement information
systems, quality control systems and program integrity.

The Hcék’provides analysis and systems development neces-
sary to keep thelsécretary and Congress fully informed
about problems and deficiencies relating to the administra-~
tion of Department progréms and 2) develops and recommends
policies for the conduct, direction or management of inter-
departmental, interagency, interstate and interngtional
activities relating to prbmotion of economy and efficiency‘
in the prevention and detection of fraud and abuse in all
Depéttmental programs.

.

Assistant Secretary for Management and Budget (ASHB) -

32.5 Staff Years $1,120 Million - The ASMB administers

the Operation Management Systems (OMS) which involves the

periodic reviews of operating component's progress against
major operational plans and objectives; 2) studies the 4
use of consultant contracts to detect government waste
and abuse; 3) conducts a number of reviews of program
activities with respect to fraud and waéte; 4) conduct

reviews of conference management with 0S; other activities
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in this category include :assisting programs in identifying
operating problems and appropriate corrective actions in

order to improve the efficiency of daily operations.

4/ Audit-Related Matters - 16.5 Staff Years $.640 Million-

ASMB, Office of Grant and Contract Financial Management-

.Resolves audit findings involving system deficiencies ana

cost disallowances of grantee/contractor organizations
which "cut across®™ POC or Federal agency lines. Develops
policies and procedures on audit resolution and cost

determination related to grants and contracts.

5/ Other - 49.2 staff Years §1.747 Million

-ASPA - 3 Staff Years $.104 Million - Activities involve

program evaluation, coordination or evaluation with the

Office of Personnel.Management and the development of
evaluation techniques and guidance to principal operating

components and service to personnel offices.

0IG (Executive Management) - 24 Staff Years $1.064 Million-
Responsible for supervision, coordination, ana direction
of investigative, audit and HCSR functions in BBS. The

IG's respoﬁsibilities and.duties are to promote economy

and efficiency in the administration of and prevention

and detection of fraud and abuse in HHS programs.
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c. Offices of Principal Regional Officials - 22.2 Staff Years

$.579 Million - In this category are functions and duties

which encompass the Division of Cost Allocations, Regional

Offices Facilities, Engineering and Construction and the

Division of Administrative Services activities. Functions

involve claims review for contractors and space management;
relating to news media in reference to fraud and abuse
activities; reviewing and checking of plans and specifica-

tions, bids, change orders, construction, and payments.
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Social Securitx.Administration (SSA) - 8426 staff Years $322.1
Million

- SSA's data, abstracted from-a report on fraud and abuse preven-
tion and detection, submitted to the Subcommittee on Sociél
‘Security of the House Ways and Means Committee, represents
approximately 10 percent of their total staffing resources.

The total resources identified here include the audit resources
of the Office of Child Support Enforcement (OCSE). SSA's
budget provides for some specific activities. aimed at assuring
the integrity of SSA - administered programs. For example,

the fiscal year ‘1981 budget provides about 2500 staff yeérs

and $70 miilion for the Office of Assessment.

General Description of Activities

_ Resources Available
Staff Years Cost (Millions)

Investigations . ‘1487 $ 1l40.0 1/
Audits/Audit-Related Matters - 464 ' 12.6 -2/
Quality Control Reviews 1794 “50.0 g/
. Management‘;ystems Reviews 50 1.5 4/
Other ’ iﬁél 118,0 5/

Total 8426 . 322,12
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1/ Investigations - - (1487 Staff Years $140 Million)

a. Continuing disability investigations involve 1272 Federal
staff years and a total of $134 million for Pederal and
State involvement. These investigations help insure that
disability insurance and SsI disabilitf beneficiaries

continue to meet statutory requirements.

b. External Fraud -~ SSA investigates a large number of poten~-
tial external fraud cases each year. In the year ending
September 30, 1980 over 11,000 potential fraud cases were
identified for investigation. 215 staff years ($6 million)
were identified which involve investigations and program

integrity activities.

Among these activities are the development, by the program
integrity staff, of anti-fraud policies and procedures

and investigation of cases of suspected external fraud

and abuse., District office staff-years involved in these

activities number approximately 133.
Internal fraud investigation involving Federal employees
are usually not conducted by SSA, but by the Office of

Inspector General.

2/ Audit (464 Staff Years $12.6 Million)

a. OCSE - (137 staff Years $5.0 Million) - The Audit Division

of OCSE develops plans, schedules and standards for State
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Child Support Enforcement audits as required by law and
conducts annual audits-and other audits of State OCSE

programs.

b. Office of:Assessment (oa) - bivision of Administrative
Integrity-Internal SSA .fiscal and sysﬁems security audits
are conducted by this division both at the local and national
levels. Fiscal audits include
o time and leave practices;

o ~cash collections;
o petty cash and ;mp:est funds; and

o contractual operations.

Systems Security audits include
o SSI form-8080 turnaround time; )
o pre-effectiveness-audits of District Office Imput (DODI); and
o pre-and post-award audits of SSA Data Acquisition and

Response System (DARS).

Aimed at internal or employee_fraud and abuse-activities are
some 240 staff years ($5.9 million) for internal security in l
the district offices. Among other things, SSA is testing
procedures which will require the use of a personal: identifi-
cation number for field staff to gain access to the computer
.systems. This will -allow SSA to establish an audit trail for

all payment transactions.
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Furthermore, future audits of the Social Security Trust Fund
are proposed. . There is a feeling that existing HHS Audit
Agency activities do not serve SSA's needs and that there is

very little coordination between the Audit Agency and SSA.

3/ Quality Control Reviews =~ (1794 Staff Years $50.0 Million)

Quality Control functions of the 0ld Age Survivors Disability
Insurance (OASDI) and SSI quality assurance systems are largely
maintained by the Office of Assessment. These systems provide
-information on the amount and causes of incorrect paymen&s

and help formulate appropriate corrective action plans.

4/ Management Systems Review - {50 Staff Years $1.5 Million)

Efforts expended in this area include .systems security officers
in headquarters and regional offices to help insure that security
is integrated into the management processes of SSA. These

efforts are specifically aimed at internal or employee fraud.

5/ Other - (4631 Staff Years $118.0 Million)

In this category efforts are devoted for SSI redeterminations.
The redetermination process verifies continued eligibility
and accuracy of payment amounts. The majority of resources
for this effort are located in SSA district offices. These
redeterminations are major SSA activities which have a fraud

deterrent and detection effort.
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_HEALTH CARE FINANCING ADMINISTRATION .
GLOSSARY OF. PROGRAM TERMINOLOG'Y

An Aberrant Cost Study is a type of program: validation review performed on specific
health providers reimbursed on'a cost-related basis. Such a study is initiated when
statistical patterns.indicate the need for onsite independent review of pertinent cost
centers. .

The Annual Contractor Evajuation Report (ACER) is a formal appraisal of an individual
contractor's operations. Its preparation involves the synthesis of information from

a variety of sources including onsite reviews.

The Annual State Evaluation Report (ASER) is a formal evaluation of each Medicaid
State-Agency's performance on the State Assessment and other reviews.

Carriers are public or private organizations under contract to administer Medicare
Pari B (Supplement;ry Medical Insurance).

. The Contractor Performance Evaluation Program (CPEP) provides for an annual onsite
appraisal of each medicare contractor. 1his appraisal involves Medicare Part A and/or

Part B reviews in a number of core areas.

The Cost Report Evaluation Program (CREP) is designed 1 measure the quality of
the intermediaries’ action in reviewing, adjusting, and settling hospital cost reports.

Early and Periodic Screening, Diagnosis and Treatment (EPSDT) is a program included
ina i§37 amendment 1o the Mea icaid law requiring states to insure the provision
of periodic screening, diagnosis, and treatment to eligible children.

EPSDT Quality Control (QC) reviews are conducted on State EPSDT programs to insure
conformance with regulatory provisions.

Intermediaries are public or private organizations under contract to administer Medicare
Part A (Hospital Insurance).

The Medicaid Quality Control (MQC) Program provides for federal re-reviews of a
subsample of state MQC reviews in the areas of Medicaid eligibility determinations,
claims processing, and third-party liability.

The Medicare Part B Quality Control Program provides for federal re-reviews ofa

subsample of carrier Part B Quality Assurance Reviews.

The Professional Standards Review Organization (PSRO) Program provides for a system
of peer review under Title XIB of the Social Security Act. Each Professional Standards

Review Organization (PSRO) is administered and controlied by local physicians who
evaluate the necessity and quality of medical care delivered within their area under
the Medicare, Medicaid, and Maternal and Child Health programs.

PSRO Assessments evaluate the effectiveness of PSRO pa'formarice.
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A Program Implementation Review is performed at States, Medicare contractors,

or individual health providers when there are indications of unreasonable Medicare

or Medicaid reimbursements resulting from potential or perceived weaknesses in Medicaid
and Medicare program policy or operations. .

State Assessments are onsite reviews of the performance of Medicaid State Agencies
in a number of core areas, e.g., claims processing, third party liability, eligibility
determinations, reimbursement/financial management, utilization control, and EPSDT.

A Systematic Abuse Review is conducted on non-institutional providers, i.e., those
reimbursed on a cﬁ_a'rge or fee-related basis, when there are indications that inappropriate
payments have been made. : .

-Utilization Control Reviews evaluate the effectiveness of State utilization surveys

in which samples of individual patient files are selected for intensive analysis. These
surveys are reqrired under Medicaid for those facilities that do not accept PSRO
decisions as binding.
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Health Care Financing Administration (HCFA) 946.0 Staff Years-

$30.612 Million

HCFA's original submission .revealed a total of 844.3 staff
years ($19.730 million) devoted:to combating fraud, abuse and
waste. HCPA reorganized in 1979 creatiné five major components’
which now show an increase of 102.1 staff years gevoted to
combating abuse and waste. HCFA's response was limited to
abuse and waste (inefficiency) since they are no longer respon-
sible for conducting fraud-investigations. The survey data
represent. 208 of HFCA's total resources of approximately 4685

staff years.

General Description of ‘Activities

. Resources Available
Staff  Years Cost (Millions)

Audits 44.0 $ l.40 V/
Quality Control Review 256.0 8.196 2/
ntilization Reviews 8.0 .320 3/
Fiscal.Réviews . 80.0 2.56 4/
_Audit-Related Matters 178.0 5.71 5/
Management Systems Reviews : 10;0 .5766/
Other 372:8 s 15:8527/

1/ Audits (44 Staff Years $1.40 Million) - The Office of

Program Validation maintains audit activities in 3 areas.
‘They -are a) program implementation reviews, b) aberrant cost

studies and c) systematic abuse reviews. .All ‘three activities
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follow audit protocols in looking at "operations" and "policies".
The Group Health Plans Operations Staff, Bureau of Program
Operations, also ﬁaintains audit of cost reports of group

health plans.

2/ Quality Control (QC) (256 Staff Years $.196 Million) -

HCFA has a Bureau of Quality Control which maintains the
Mediciad QC Program, EPSDT QC programs, Utilization Control
Review programs and the Part A and B Quality Assurance pro-
grams. Regional offices also provide support in the Mediciad
Quality Control (MQC) program, including federal re-reviews
of State MQC reviews, analysis and summary of State MQC

. Btatistical reports; and Medicare Quality Control including
providers cost report evaluation program (CREP) and Part B

Quality Control sampling.

3/ Dtilization Review (8 Staff Years $.320 Million) - The

Bureau of Program Policy's Utilization Effectiveness Branch
reviews Medicaid State Plan changes; makes Utilization Review

Policy, and reviews Utilization Screens of Medicare contractors.

4/ Fiscal Review (80 Staff Years $2.56 Million) - Efforts

are expended both at HCFA headquarters and field officials
in conducting and analyses of providers, groups of providers
or industry segments to identify aberrant benefit expenditures

patterns. HCFA also reviews reimbursement performance of

87-144 0 - 81 - 7
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contractors and state agencies, including interregional coordina-
tion and evalua;ion activities; develops and administers systems
for recovery of overpayments and reviews budget estimates from
state agencies (SA) and contractors. Other fiscal activities
include reviews of cost effectiveness and accounting aspecté

of contractors and state agency ADP systems proposals; reviews,
of contractor and administrative costs; and reviews of states'
claims for Federal Financial Participation (FFP) in Medicaid

programs.

5/ Audit-Related Matters (178 Staff Years $5.71 Million)
The following HCFA components are involved in audit-related

activities.

a. Office of Financial Analysis - Acts as control point
. for review and resolution of GAO and HHS-AA audits.

b. Division of Financial Analysis performs oversight of
Medicare/Medicaid audit resolutions; conducts audit
liaison for Bureau of Program Operaiions;

c. Office of Direct Reimbursement Technical support staff-
coordinate audits of direct-dealing providers.

d. HCFA Regional Offices - Office or Program validation
staff Eonduct aberrant cost studies, program implementa-
tion reviews, systematic abuse reviews and sanction
activities. The headquarters staff for these éame
activities maintain audit functions following audit

protocols.
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6/ Management Systems Reviews (10 Staff Years $.576 Million -

The Office of Management Services maintains the Department's
Operation Management System (OMS) which monitors a number of

savings initiatives.

1/ Other (370.2 Staff Years $11;85 Million) - Captured in

this designation are all other ‘on-going program functions which
work toward promoting ecvonomy and efficiency such as:

a. Division of Performance Evaluation (15 Staff Years -
$.480 Million) performs evaluation of contractors and
‘State agencies; maintains ACER, CPEP, and state assess-
ment -programs; maintains oversight of regional office
evaluation of contractor and state agencies performance.

b. Division of Operations analyzes and evaluates nationwide
operating problems in Medicare and Medicaid problems;
including fixed price contracts.

c. Division of Systems Review and Evaluation reviews con-
tractor and state agency automated systems; evaluates
claims processing systems; and reviews request for
increased FFP and EDP changeé and upgrades.

d. Corrective Actions Projects Division directs technical
assistance to State agencies or contractors for manage-
ment/systems improvement to reduce erroneous payments,

e. Division of Health Care Cost Containment established
and maintains limits on cost of hospitals, héme health

agencies and skilled nursing facilities.
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£. Regional offices -

performance of PSRO assessments-

conduct -of CPEP reviews; preparation of ACERS; other
contractor performance evaluations;

performance of state assessments, reviews of State
plans and amendments; fesolution of compliance issues;

other state agency eﬁaluations.
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Office of Human Development Services (OHDS) - 397 Staff Years

14.195 Million

The Office of Human Development Services concentrate its major
effort to combat fraud, abuse and waste in three functional
areas; fiscal reviews, management/other reviews and audit or

audit-related activities.

General Description of Activities

Resources Available

staff Years Cost (Millions)

Audit/Audit Related. ' 33.0 $ 1.155 1/
Fiscal Review ' ] 145.0 5.040 2/
Management/Other Reviews 219.0 : 8.0 3/
Total - 397.0 14.195

1/ Office of Management Services/Division of Grant and Contracts .

Management maintains extensive follow-up procedures on audit
findings in the Head Start and Native American programs, also
currenf regglations mandate annual program/financial management
audits for these same two program areas. OHDS anticipates

to strengthen on-going audit resolution activities and inaugurate
a joint Head Start/Community Services Administration audit

process.

2/ Office of Fiscal Operations (Orb) - Financial management

(grants management) specialists conduct extensive reviews of

the fiscal operations of grantees to assess their adherence
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to prescribed Federal, Departmental and OHDS policies and proce-
dures. These réviews are most often independent of program
reviews and oriented toward providing technical assistance

to grantees in the area of financial management procedutes;
These reviews are most often independent of program reviews

and oriented toward providing';echnical assistance to grantees
in the area of financial management. In-depth cost analyses

are also conducted on HDS contracts.

3/ This category involves all those programmatic activities

sﬁch as those conducted by the Office of Program Cootdinaéion

and Review (OPCR) and program administrative functions within

the Administration for Children, Youth and Families, Adminis-
tration on Aging, Administration for Developmental Disabilities,
Administration for Native Americans and Work Incentive Program
both in headquarters and field. ﬁandated by OHDS internal
policy, program specialists conduct periodic on-site visits

to grantees :o‘ensute program and policy directives are followed
and that grantees are invcompliance with legislative reguirements,

etc.
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Public Health Service (PHS) 347.0 Staff Years $9.981 Million

The Public Health Service responded to our survey with individual
agency response with coordinating effort by their Office of .
Management and Budget. The Center for Disease Control was

the only PHS unit which failed to'provide any data for this

report.

General Description of Activities

Resources Available

) Staff Years Cost (Millions)
Audits/Audit-Related Matters 35.0 T .861 1/
Inveétigationé 21.0 ) .632 2/
Fiscal Reviews : 91.0 2.328
Quality Control Review . . 47.5 1.408
Utilization Reviews 25.0 .983
Management Systems Review 58.0 1.756
Program Integrity . 17.0 .427
Other ' 52,0 -  1.587
Total 347.0 9.981

1/ Audits/Audit-Related Matters (34.4 Staff Years $.861 Million)

Health Services Administration (HSA)

- a. Office of Piscal Services - (7.0 Staff Years $.153 Million)
Conducts audits of Imprest Fund Cashiers; audits and examina-
tions of vouchers and other documents to ensure proper

‘charges and receipts for direct loans and interest subsidy
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payments; and also maintains audit report resolutions activi-
ties.

b.  Indian Health Service - (4.5 Staff Years $.080 Million)-
Audits are conducted in conjunétion with the Office of
Fiscal Services. Other activities include implementation
of new budgeting and cost accounting systems.

¢. Bureau of Community Health Services (BCHES) - BCHS has no
aﬁditors as such, but they have initiated a requirement
that .all BCHS supported projects will have an annual CPA
audit. Even though this is contrary to established DHES
policy, which does not permit annual audits, BCHS believes

this is necessary for adequate monitoring and control.

Health Resources Administration (HRA)

a. Division of Grants and Procurement Management Cost Advisory
Board (1.9 Staff Years $.047 Million) - This staff of
professional accountants performs financial and general
business management reviews of grantee and contractor
organizations when there is evidence or.substantial reason
to suspect that agency funds are being used improperly or
inefficiently. The results of these reviews are reported
to the requesting office, higher echelon agency officials,”

or HHS' Office of Inspector General.

Office of the Assistant Secretary for Health (OASH)

a. Division of Material Management, ASC/OM - (2 Staff years
$.043 Million) audit-related activities involve audits

resolution, review of contractor's invoices and vouchers



99-

o - 25 -

to determine allowability and allocability of contractor's

cost billings.

b. Cost and Audit Management Branch (CAMB), DGC/ORM/OM (3 Staff
Years §$.154 Million) - Responsible for 1) developing and
implementing policies and procedures for an effective manage-
ment and use of audit reports of PHS contracts and grant
awards; and 2) monitoring audit resolution and audit
recommendations implementation activities through an audit

follow-up system.

Alcohol, Drug Abuse, and Mental Health Administration (ADAMHA)

a. National Institute of Mental Health (NIMH), St. Elizabeth's
Hospital (SEH) (2.5 Staff Years $.065 Million) =~ Audit
activities are maintained by the Office of Special Audits,

an "internal Inspector General for SEH".

Food and Drug Administration (FDA)

a. Policy Management Staff/ Office of Management and Operations,
Office of the Commissioner -~ conducts audits of program
operations to assure program integrity in conjunction with

investigations of internal programs.

PHS Regions

There is some regional audit activity in the Division of Health
Services Deliqery/clinical Consultation Branch, which includes
éudits of medical and dental records, nursing, nutrition and

pharmacy services.



100
- 26 -
Region IX's Division of Alcohol, Drug Abuse and Mental Health

programs conducts spebial quick assssments/audits of grantees.

2/ Investigation - 20.7 Staff Years $4.632 Million

a. Food and Drug Administration (FDA) - (18 Staff Years §$.540
Million) - The Policy Management Staff, Office of Management
and Operations, conducts investigation of internal programs
and audits program operation to assure program integrity;
establishes policy and procedures for ADP security; and
reviews all appointments for compliance with conflict of

interest regulations.

b. Alqohol, Drug Abuse, and Mental Health Administration (ADAMHA)-
OM, Division of Personnel Management (.§"§1£Ef Years §$.008
Million) - Investigates DHHS hotline and conflict of interest

cases.

c. Health Services Administration (HSA) --

(1) Bureau of Medical Services (1 Staff Year $.025 Million) -
The Bureau is not an investigative body, however, it
does respond to investigations, conducted by others
including the Inspector General's "hotline" cases.

(2) Office of Contracts and Grants (0GC) (1 Staff Year $.038
Million) - In carrying out overview and surveillance

. responsibilities the staff pursues through informal

investigations, matters brought to its attention or

identified in the course of its normal activities that
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require or warrant fuller assessment. Matters deemed
important to agency management are brought to the
attention of the Administrator, his staff or the DHHS

Inspector General.

Office of Assistant Secretary for Health (OASH) - Cost and
Audit Management Branch (CAMB) DGC/ORM/OM - (.4 Staff Years
$.021 Million) -~ CAMB is responsible for monitoring the

resolution of Office of Investigation's (OI) reports forwarded

- to them by the Assistant Inspector General for Investigations.

CAMB reviews the reports to determine what administrative
actions should be pursued, and acts as a liaison between
the involved PHS agencies and OI. The investigations involve

primarily fraud and program abuse, although instances of

waste have been documented by the investigations.

National Institutes of Health (NIH), Office of Administration,
Division of Management Survey and Review - (12 Staff Years
$.455 Million) ~ This office investigates specific problem
areas at the request of top management. This staff also
provides advice and assistance to OD staff and operating

officials on management problems.



SCHEDULE OF RESOURCES WITHLIN HHS AIMED
AT RENDUCING FRAUD, ABUSE AND WASTFE

201

0S SSA HCFA OHDS PHS

Btaff ’ Cost (In | Staff Cost (In | Staff Cost (In Staff Cost (In {Staff Cost (In

ears Millions)| Years Millions)| Years Millions) Years Millions) |[Years Millions)

Audit-Related Matters 17.0 $ .640 " 178.0 $§ 5,710 2.0 § .074 27.0 § .s588

Fiscal review 135.0 4,370 . 80.0 2,56 145.0 5.040 | 91.0 2.328

aagement Review 72.0 2.799 50.‘0 $ 1.500 10.0 .576 58.0 1.756

Utilization Review 9.0 .228 8.0 ..320 25.0 .983

Quality Control 1794.0  50.0 | 256.0 8.196 48.0 1.408

Program Integrity : 17.0 427

Ovher 49.0 1.747 4631.0 118.0 370.0 11.850 219.0 8.0 52.0 1.587

Audit 742.0 32.897 464.0 12.600 44.0 1.400 31.0 1.081 8.0 .272

Investigation 181.0 7.958 ° | 1487.0 140.00 21.0 .632

Subtotal 1205.0 $ 50.639 8426.0 5322.100 946.0 § 30.612 397.0 $ 14,195 347.0 $9.981
Total 11321 $427.527
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APPENDIX C

OFFICE OF INSPECTOR GENERAL -— DHHS
HEALTH CARE AND SYSTEMS REVIEW
HCSR INDENTIFIED RECOMMENDATIONS FOR PROGRAM CHANGE

Audit number

Date

Agency

Subject

13-02608

15-00200

15-90250

06-02001 -

13-12614

12-13087

04-03001

12-13076

12-13105

2-4-80

6-25-80

8-22-80

3-31-80

6-13-80

6-30-80

10-15-80

10-23-80

11-3-80

12-1-80

" 12-2-80

OHDS

SSA

SSA

HCFA

SSA

HCFA

SSA

0s

HCFA

DHHS

ASMB -

Runaway Youth Follow-up,
memo to Manuel Caballo
Deputy Assistant Secretary

Assessment of Problems found
in the computer process

of SS Enumeration System
(attached to letter to Ted
Murchek from Sheila Brand)

Memo to General Counsel re:
Cost Disclosure Requirement.

Review of proceduers for
Reimbursing GSA from non-
recurring reimbursable
work authorizations

Management of Personal Care
Services Authorized under
Title XIX

Report on State Practices
in refunding the Federal
Portion of Recovered Over-
payments

Report on Need for More
Restrictive Policy &
Procedures Covering
Medicare Reimbursement for
Medical Services by Hos-
pital-Based Physicians

Report on Review of Title II
Benefit Payment Withdrawls
& Disbursement by SSA

Review of Cash Management
Practices DFAFS

Report on Review of the
Implementation of the
Requirements for Teaching
Physicians to Qualify for
Reimbursement Under Medicare
and Medicaid

Review of Internal Controls
Overpayment of Overtime

Reduction in Energy Use by
HHS



APPENDIX D

A Partial List of Statutes Under Which
Medicare/ Medicaid Fraud Could Be Prosecuted

C MEDICARE/NMEDICALD MAXIMUM PENALTY
STATUTE CAPTION CASES FINE JAIL
1. 18 US.C. § 285 (1970) ‘Taking or usina‘papcrs relat $5,000 5 yrs.
ing to cluims, © |
2. 18 U.S.C. § 286 (1970) Conspiracy to delraud the $10,000 10 yrs,
Government with respect to
chims,
3. 18 US.C. § 287 (1970) False, fictitions or lﬁudulcnt United States v. Catena, 500 $10,C90 Sy
claims, F.2d 1319 (3d Cir. 19741), cert,
denied, 119 U8, 117,
4. 18 US.C. § 371 (1970) Conpiracy to commit offense United States v, Radetsky, 535 $10,000 Syn.
or 1o defrawd United States, F.2d 556 (1th Cir, 1976), cert,
, , Adenied, 129 1.8, 820 (1976).
5. 18 US.C. § 495 (1976) Contracts, deeds and powers of $1,000 10 yrs,
attorney [forgery).
6. 18 U1.8.C. § 1001 (1976) Statements or entries gen- U fred Stares vo Gondor, 548 $10,000 5yrs,

erally.

FO o8 (R GFL0097),

United States v, Padeok)
(cited above,;

United States o, S, 523

F2AT7 (Oth v %), cen,
denied, 129 U0 817 (1976),

¥01



7. 18 US.C. § 1002 (1976)

8. 18 U.S.C. § 1341 (Supp. 1
1977)

Y. 18 US.C. § 1961 (Supp. 1
1977)

Possession of false paplers to
defrawd United States,

Frauds and swindles [mail
fraud).
Definitions [Racketeer Influ.

enced and Corpupt Organiza.
tions).

United Staes v. Mekflan, 505

CE2N 1320 (5th Cir, 1975),

United States v, Peterson, 488
F.2d 615 (5th Cir. 1974), cert.
denied, 119 1.8, 628,

United States v, Matanky, 182
F.2d 1319 (9th Cir, 1973), cert.
densed, 111 1LS, 1080,

“United States v, Carey, 479

F.2d 1010 (Mh Cir, 1973).

United Sttes v, Krde, 467
F.2d 37 (h Cir, 1972),

United States v, Blizewice, 459 -

F.2d 412 (6th Cir, 1972),
United States v. Kats, 155
F2a 496 (ih Cir, 1972), cert,
dented, 108 118, 023,

United Stares v Chakmakis,
H0FIA S (5h Gir 1071),

United States v, Radetsky
(vired above).

$10,000

$1,000

$25,000

5yn.
5 yrs.

20 yrs.

GoT



STATUTE

CAPTION
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. 31 US.C. § 231 (1976)

31 11.5.C. § 232 (1976)
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1974)
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Concealment, removal, or mu-
tilation generally.

Frade or Business Expense
Kickbicks, Rebates pnd Bribes
utkder Medicne and Medicaid.

Attempt o evade or defeat
1ax.

Liability of persons making
false claims, :

Liability of persons making
fabse claims; suits: procedure,

Representation of claimants
hefore Secretary.,

Penabties [for fraud under the
federal OldeAge, Survivors,

United States v, Smith (cited
ithove).

United States v, Peterson, 508

F.2d 15 (5th Cir, 1975), cert.
denied, 123 11,8, 830,

" United States v, Long's l)ruy.,‘,

Inc.,, 411 F.Supp. 1141 (5.D.
Cal. 1976).

United States v, Zutli, [1976}
3 Medicref Medicaid (CCH)
q 28,085,

United States v, i.nng's Drugs
(vited above),

Unijted States v, Radetsky
(vired above),
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$2,000 8 yrs.
$10,000 5 ym,

Forlcit $2,000; plus dou-
ble d.un:lgu* plus costs
of suit.
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APPENDIX E
ADMINISTRATIVE SANCTIONS

I. Employee Misconduct

A. PROSCRIBED CONDUCT BY DHHS EMPLOYEES

Generally: Conduct of DHHS employees is regulated by
rules from a variety of sources. Foremost among these are OPM
regulations (5 CFR Part 735) directing each agency to issué -
standards of conduct covering its own employees (and detailing
certain offenses which must, at a minimum, be proscribed by the
agency) and the DHHS Standards of Conduct issued under this directive
(45 CFR Part 73). 'In addition, various statutes carrying criminal
penalties or requiring mandatory administrative action impose
limits on employee conduct. Finally, miscellaneous OPM regulations
and executive orders further circumscribe federal employee
responsibilities and conduct. Each of the above regulations,
statutes and executive orders is discussed individually below.

OPM DIRECTIVES AND DHHS STANDARDS OF CONDUCT:

The DHHS Standards of Conduct reflect prohibitions and
requirements imposed by criminal and civil laws of the
United States. The list of proscribed offenses contained in
the Departmental Standards is comprehensive, but is expressly
not exhaustive. The Standards specify that violation of any
provisions contained therein may be cause for administrative
disciplinary action in addition to any other penalty prescribed
by law. Disciplinary actions available to each supervisor
are outlined in the next section of this paper.

The specific activities prohibited by the Standards of
Conduct are as follows:

1. Gifts, Entertainment Favors: An employee may not
accept or solicit contributions, gifts or anything of monetary
value from anyone who conducts or is seeking to conduct business
with the agency. 1In addition, an employee may neither solicit nor
make contributions for gifts to an official supervisor, nor may a
supervisor accept such gifts. Violation of the statute governing
gifts to supervisors may subject the employee to criminal penalties
under 5 U.S.C. 7351. (Of course, there are exceptions for birthday
gifts, farewell gifts, and the like).. Upon conviction, the
statute mandates removal from the federal service. In addition,
5 U.S.C. 7342 and the Standards prescribed ‘circumstances in which
an employee may accept gratuities from foreign governments which
would otherwise be prohibited by Article I, section 9 of the
United States Constitution.

2. oOutside Activities: Generally, an employee is
prohibited from engaging in outside activities which are
incompatible with the full discharge of his official duties.
Such activities include acceptance of fees or compensation
where acceptance creates an actual or apparent conflict
of interest. However, employees are encouraged to engage in
teaching, lecturing, writing and the like where the activity
is undertaken in a personal capacity, on the employee's own
time, and in conformance with the requirements governing
advance approval.

HHS/IG
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Certain criminal statutes also prohibit specific outside
activities by federal employees:

o Acceptance of compensation for services as a federal
employee from a source other than the U.S. Government
may subject the employee to a $5,000 fine and/or one -
year's imprisonment (18 U.S.C. 209).

o Prohibition against an employee representing another
in prosecuting claims against the Government which
imposes a maximum penalty of $10,000, two years'
imprisonment or both (18 U.S.C. 205).

o Prohibition against an employee's receiving compensation
for representing another in prosecuting claims,
contracts, rulings, etc. which imposes a maximum
penalty of $10,000 and two years' imprisonment,
and removal (18 U.S.C. 203).

3. Financial Interests: An employee or any member of his
immediate family 1is prohibited from having financial interests which
conflict or appear to conflict with the employee's official
Government duties. Participation by the employee in any matter
in which he, his family, or any organization with which he is
affiliated has a financial interest may subject the employee to
criminal penalties under 18 U.S.C. 208. Finally, an employee
may not engage in any financial transaction in which he is
relying primarily on information obtained through Government
employment.

As a corollary to the above prohibitions, certain employees
are required to report substantial financial interests under the
DHHS Standards. Also, the Departmental Ethics Counselor may
waive the financial interest provisions as to certain holdings.

The procedures for resolving any conflicts within the
financial provisions are enumerated at 45 CFR 73.735-904.
Possible methods to be employed by the Department in the event
of violation of the financial interest provisions are:

a. Disqualification from participation in the matter;

b. Change of assignment;

c. Waiver;

d. 'Mandating that the employee hold the funds in
trust;

e. Requiring divestiture of the interest;

f. Termination of the employee.
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4. Use of Government Funds: Employees may not improperly
use travel, payroll or other vouchers on which Government payment
is based. 1In addition, an employee may not fail to account for
funds which are entrusted to him. Violation of any of the above
may subject the employee to criminal penalties under 18 U.S.C. 508
and 18 U.S.C. 643 (counterfeiting transportation requests and -
failure to account for public money, respectively).

5. Use of Goverment Property: Employees may not use or
approve the use of government property for other than official
purposes. In addition to this general proscription, there is a
specific statutory prohibition against private use of government
vehicles, at 31 U.S.C. 638(a). Under that statute, willful
unauthorized use of a government vehicle imposes a mandatory
suspension of at least one month, with provison for a longer
supsension or removal from office if circumstances warrant.

6. Misuse of Information: (a) Classified Information: An
employee may not release classified information to anyone other
than an authorized recipient. Unlawful release of classified
information carries criminal penalties under 18 U.S.C. 789.

(b) Confidential Information: Unauthorized release of
confidential financial information in the hands of the government
(for example, trade secrets of corporations) violates the
provisions of 18 U.S.C. 1905, which imposes a maximum penalty of
$1,000 fine, one year's imprisonment and removal.

(c) Privacy Act: Section (i) of the Privacy Act imposes
criminal penalties for willfully disclosing information subject
to the Act. (5 U.S.C. 552a(i)).

(d) Unauthorized Use of Documents: There is a general
statutory prohibition against using documents relating to
-official duties in an unauthorized manner. The penalty is
five years' imprisonment or $5,000 or both (18 U.S.C. 285).

7. Indebtedness: Employees are required to pay just
financial obligations in a proper and timely fashion. Failure
to do so, which reflects badly on the Government, or causes
an official to devote substantial amounts of time to dealing with
the employee's creditors may result in a disciplinary action
against the employee.

8. Gambling, Betting and Lotteries: An employee is
barred from engaging in gambling (including lotteries) while
on Government-owned or leased property. In addition, employees
may not solicit contributions or engage in commercial soliciting
and vending, except as provided for in 45 CFR 73.735-305.

HHS/IG
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9. Engaging in Riots or Civil Disorders: Persons convicted
of participating in a riot or civil disorder may not be hired or
continue employment in the federal service (5 U.S.C. 7313).
Information regarding such a conviction is to be referred directly
to the Director of Policy and Evaluation at OPM, who will direct the
agency to remove the employee. -

10. Political Activities of Employees: There are detailed
regqulations and statutes governing just what political activity
may be engaged in by federal employees, both on and off government
property. Although these proscriptions are too numerous to recite
here, some, such as using one's official position to influence an
election, or making illegal political contributions, carry a
maximum penalty of removal (5 U.S.C. 7323-7325). There are
criminal penalties applicable as well.

11. oOther Prohibitions: 1In addition to the above specific
prohibitions, the Standards of Conduct generally proscribe
conduct which might result in, or create the appearance of:

a. Using public office for private gain;

b. According any person preferential treatment;
¢. Impeding government efficiency:

d. Losing impartiality;

e. Rendering a Government decision outside official
channels; or

f. Affecting adversely on the integrity of the
government.

The Standards of Conduct expressly provide that violation
of any of the above provisions may be cause for disciplinary
action. The official responsible for.determining if and what
action should be taken should consider the objectives of the
law: to deter similar offenses and maintain high standards of
conduct. The various disciplinary actions available are discussed
later.

MISCELLANEOUS STATUTORY PROSCRIPTIONS

In addition to those prohibitions enumerated in the Standards
of Conduct (and related statutory requirements), there are a
variety of statutes which bear on employee conduct. These are
briefly summarized below.

HHS/IG
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1. Bribery: Prohibition against bribery of a public
official carrying a maximum penalty of $20,000 (or three times
the value of the bribe), and 15 years' imprisonment and removal.
(18 U.S.C. 201).

2. Acceptance or Solicitation to Position: Prohibition
against acceptance or solicitation to obtain public office, with
a penalty of $1,000, one year's imprisonment or both. (18 U.S.C.
211).

3. Lobbying: Prohibition against lobbying with appropriated
funds, with a maximum penalty of $500, one year's imprisonment and
removal. (18 U.S.C. 1913).

4. Disloyalty and Striking: Prohibition against disloyalty
and striking, carrying a maximum penalty of $1,000 and one year and
one day's imprisonment and removal. (5 U.S.C. 7311, 18
U.S.C. 1918).

5. Communist Organization Membership: Prohibition against
employment of a member of a Communist organization carrying a
maximum penalty of $10,000 ten years' imprisonment and removal.
(50 U.s.Cc. 784). ’

6. Intoxicants: Prohibition against habitual use of
alcohol to excess, which imposes a maximum penalty of removal.
(5 U.S.C. 7352). (OPM regulations and Internal DHHS instructions
require that the agency provide an opportunity for the
employee to seek rehabilitation before disciplinary action
is taken.)

7. Pranking Privilege: Misuse of franking privilege
imposes a maximum penalty of $300 fine. (18 U.S.C. 1719).

8. Deceit in Personnel Action: Prohibition against deceit
in examination or personnel action, carrying a maximum penalty of
$1,000 and one year's imprisonment. (18 U.S.C. 1917).

9. Fraud, False Statements: Prohibition against fraud and
false statements which imposes a maximum penalty of $10,000 and
five years' imprisonment. (18 U.S.C. 1001).

10. Destruction of Public Documents: Prohibition against
mutilating or destroying public records, carrying a maximum
penalty of $2,000, ten years' imprisonment and removal. (18 U.S.C.
2971).

11. Embezzlement and Theft: Prohibition against embezzlement
and theft of Government money, property or records, with a
penalty of $10,000, ten years' imprisonment, or both, (18 U.S.C. 641)}.

12. Wrongful Conversion: Prohibition against wrongfully
converting property, with a penalty of fine equalling the amount
embezzled, imprisonment for up to ten years or both. (18 U.S.C.
654). . '
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13. Foreign Agents Registration Act: Prohibition'against an
employee acting as an agent of a foreign principal registered
under the Foreign Agents Registration Act. (18 U.S.C. 219).
MISCELLANEQUS NON-STATUTORY PROSCRIPTIONS

In addition to prohibitions on conduct which are imposed by
statute there are others arising from executive orders, and
miscellaneous OPM rules and regulations. Some of these are:

1. Misconduct Generally: OPM regulations prohibit
criminal, Infamous, dishonest, immoral or notoriously dis-
graceful conduct. (5 CFR 731.202(b)). OPM may use this as a
basis to instruct an agency to summarily remove an employee
during that employee's probationary period. 1In addition, OPM
may disqualify an employee on the basis of:

a. Intentional false statements,
b. Refusal to furnish testimony,
c. Abuse of narcotics and controlled substances,
d. Reasonable doubt as to the employee's loyalty, or
e. Any statutory disqualification.
Unauthorized Absence: An agency may, under Chapter

2.
751 of the Federal Personnel Manual, take disciplinary
action against employees who abuse the rules governing leave,

3. Executive Order 11222: as amended, prescribes general
standards of ethical conduct for government officers and employees.
Most of the pertinent provisions of this Order have been reproduced
in the DHHS Standards of Conduct. ’

4. Executive Order 10577: amended the civil service rules
so as to prohibit an employee from influencing anyone to withdraw
from competing for a position in the federal service.

The above statutes, regulations, manual provisions and
executive orders are by no means an exhaustive reference for
potential misconduct warranting administrative action against
an employee. However, they do include all of the prosciptions
contained in the major compilations of regulation of employee conduct.

HHS/IG
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B. ADMINISTRATIVE SANCTIONS AVAILABLE

There are a number of disciplinary actions available to
a supervisor in the event of employee misconduct. They
include admonishment, reprimand, reassignment, suspension,
demotion, removal and forced leave. Among these, suspension,
demotion and removal are "adverse actions” requiring that
the agency accord the employee specified procedural safeguards.
It should be noted that these procedural safeguards are not
applicable when adverse action is taken against an employee
in the excepted seérvice. Brief explanations of each disciplinary
action, and the accompanying procedural requirements follow.

1. Admonishment (Written or Oral): Admonishment is an
informal disciplinary action, in which a supervisor, either orally
or in writing, dicusses a given problem with the employee.

No record of the admonishment may be placed in the employee's
Official Personnel Folder. It may, however, be used to help
support a more severe administrative action at a later date.

2. Official Reprimand: Although an Official Reprimand is
not an adverse action within the meaning of relevant OPM
regulations, it is more severe than a mere admonishment, so the
employee is afforded an opportunity to respond. The procedure is
basically as follows. A Notice of Proposal to Reprimand
(detailing the grounds for the action) is sent by a supervisor
to the employee. The employee then has 15 days to submit a
reply to the allegations. The decision whether to reprimand
should be made, in writing, within 15 days of receipt of the
employee's response. The employee does not have a right of appeal of
an Official Reprimand. However, he or she may file a grievance under
the internal Departmental grievance procedures outlined in HHS
Personnel instruction 771. Also, if the Official Reprimand
is later used as a basis for a future adverse action, it is
then reviewable. Finally, the Official Reprimand becomes a
part of the employee's Official Personnel Folder for two
years from the date of issuance, at which time it is expunged.

3. Suspension for 14 Days or Less: All suspensions
are adverse actions, but the *ength of time the employee is
placed in a status without duties or pay determines the
procedural rights to which he is entitled. If the suspension
is for 14 days or less, then the employee must receive
advance written notice, be granted a reasonable time to
respond orally and/or in writing, and be given the right to
have a representative present if desired. 1In addition, the
employee may file an internal grievance concerning any final
decision to suspend. However, he has no right of appeal outside
the Department. Finally, the decision to suspend becomes a
permanent part of the employee's Official Personnel Folder.
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The standard for imposing a suspension for 14 days or
less is statutorily set at 5 U.S.C. 7503(a), which reads, in
part, ". . .an employee may be suspended for 14 days or less
for such cause as will promote the efficiency of the service
(including discourteous conduct to the public. . ."). The
Federal Personnel Manual Chapter 752 elaborates only slightly
on this general standard. It states that a cause for disciplinary
action is a "recognizable offense against the employer-
employee relationship.” Further, the decision to suspend may
not be based on any of the prohibited reasons outlined at 5
U.S.C. 2302 (discrimination, reprisal for whistleblowing or
exercise of any right by the employee, etc.).

4. Removal, Suspension for 15 Days or more, Reduction in
Grade or Pay; Before imposing one of these severe sanctions, an
employee must be afforded the following procedural protections:
detailed notice of the proposed action (at least 30 days unless
there is an emergency), an opportunity to respond orally and in
writing to a designated official of the agency, representation
by anyone of the employee's choosing, and an agency decision
based solely on reasons specified in the notice. The employee
also has the right to appeal the final determination to the
Merit Systems Protection Board (MSPB), or to file a grievance
under a negotiated grievance procedure. T

The statutory standard for imposition of the above
penalties is, again, a broad one. Section 7513 of title 5
of the U.S. Code permits such action "only for such cause as
will promote the efficiency of the service." Decisions by
the MSPB have made clear that there must be some nexus
between the employee's performance or off-duty conduct and
the agency's ability to discharge it duties/responsibilities,
in order for a suspension to be upheld. (There is an exception,
in that the agency may take into account an employee's
conviction of a crime.) 1In addition, there are certain
statutes, enumerated above, which mandate the removal of
an employee for conviction of certain crimes. Otherwise,
the decision whether to take such adverse action is left to
the manager or supervisor.

5. Forced Leave: Under certain circumstances, the
agency may force an employee to take leave. Generally, the
agency may do so in an emergency situation constituting an
immediate threat to Government property or to the well-being
of the employee, his fellow workers or to the public; and
when the agency has not had an opportunity to appraise the
situation and decide whether to initiate suspension or
removal action. In such circumstances, 5 CFR 752.404(d4) (3)
authorizes the agency to place the employee in an administrative
leave status. This provision may not be used during an
investigation of the employee for wrongdoing (prior to a
final decision to suspend or remove). In that instance, an
agency must observe the appropriate procedural safeguards
governing suspensions.

HHS/IG
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II. DEBARMENT AND SUSPENSION:

The major methods available to the Department for guarding
against misconduct by outside entities doing business with DHHS
are debarment and suspension. “"Debarment” is defined as an
exclusion from Government contracting and subcontracting for a
reasonable, specified period of time. "Suspension® is defined
as a temporary disqualification from Government contracting and
subcontracting for a temporary period of time because a concern
is suspected of engaging in criminal, fraudulent or seriously
improper conduct. It is important to note that these actions are
designed to protect the interests of the Government, and are
not intended for use as penalties or punishment. Generally,
the Federal Procurement Regulations and DHHS regulations
promulgated thereunder, outline the causes and procedures
for debarment and suspension of contractors. In addition,

DHHS has issued regulations authorizing debarment and suspension
of recipients of financial assistance (grantees) from the
Department. As a practical matter, although the above
procedures for excluding contractors and grantees have been

in effect for several years, there have been extremely few
actions initiated under them. Recognizing that this problem
existed throughout the executive branch, the Office of
Management and Budget has recently circulated proposed
procedures for debarment which would apply government-wide.
Each of the above regulatory schemes is discussed individually
below.

pebarment and Suspension of Contractors

Debarment: Current Federal Procurement Regulations at
41 CFR I-1.600, et E%g, set forth the cause for debarment,
as well as the procedures to be followed. The Departmental
regulations governing such debarments (41 CFR 31.6) do not
deviate significantly from the FPR requirement. In short, a
contractor may .be debarred for the following:

1. Conviction of a criminal offense incident to a
contract;

2. Conviction of embezzlement, theft, bribery, forgery,
falsification or destruction of documents, or any
other offense indicating a lack of business integrity:;

3. Conviction under the Antitrust statutes;

4. Serious violation of provisions of a previou
contract; .

5. Any other cause affecting responsibility as a Government
contractor of serious enough nature as may be determined
by the head of the agency to warrant debarment; or

6. Debarment by any other agency.

HHS/IG
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Debarments operate to exclude the contractor from contracting

with any office of the Department. Although no ceiling is

imposed by the regulations on the Quration of the exclusion, a
debarment must be for a reasonable, definite period of time,
commensurate with the seriousness of the offense, generally

not to exceed three years. -

Within the Department, decisions to debar are made by the
Director, Office of Procurement and Materiel Management of the
Office of the Assistant Secretary for Administration and Management.
That office also provides contractors with a detailed notice of
proposed debarment, and an opportunity for a full hearing prior .
to exclusion. Therefore, any information which suggests cause
for debarment of a given contractor or subcontractor should be
referred, together with a documented file of the case, to the
above Director.

Suspension of Contractors: A suspension is a disqualification
from contracting for a temporary period of time when a firm is
suspected of engaging in criminal, fraudulent or serijiously
improper conduct. The suspicion of wrongful conduct must be
based "upon adequate evidence.®" The Federal Procurement
Regulations require that in determining whether adegquate
evidence exists, the following should be considered:

a. Amount of credible evidence of contractor's failures
available;

b. Any corroborating evidence of important allegations;

c. Examination of basic documents such as contracts,
correspondence, etc.

Cause sufficient for suspension of a contractor parallels

that for debarment. Therefore, if there is a suspicion, upon
adequate evidence, of conduct by a contractor constituting a

cause for debarment, the agency may suspend. In addition, suspension
by one agency may be used to support sudpension by another.

The duration of any suspension must be a temporary period
pending the completion of an investigation, and any legal proceedings
that may ensue. In no event may a suspension last for more than
18 months, unless prosecution has been initiated during that time
period.

Both suspension and debarment serve to disqualify the
contractor, and in some cases, its affiliates, from contracting
with any part of the Department for the duration of the action.

Debarment and Suspension of Grantees

Debarment: In 1980, DHHS implemented requlations authorizing
the debarment and suspension of individuals and institutions from
eligibility to receive grants or financial assistance under

HHS/IG
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departmental discretionary programs. (45 CFR Part 76). The
grounds for debarring or suspending a grantee are similar

to those listed in the Federal Procurement Regulations pertaining
to contractors. Again, such debarments are not intended to be
punitive, but rather are intended to protect the interests of

the Government. -

Final decisional authority as to whether to debar a
given grantee rests with the Secretary, and has not been
delegated. Hearings, if requested, are conducted by a
Hearing Officer, but the ultimate decision is in the hands
of the Secretary. Therefore, any referrals for possible
debarment or suspension of a grantee should be sent to the
office of the Secretary.

The regulations place no ceiling on the duration of debarment,
but again, advise that the duration should be commensurate with the
seriousness of the grantee's offense. Also, a debarment of a
grantee operates to exclude that institution from direct receipt
of grant funds, as well as contracts, subcontracts or subgrants
under any form of financial assistance awarded by DHHS. Therefore,
an entity contracting with an HHS grantee may be debarred.

Suspension of Grantees: The standard required to institute
suspension of grantees is a general one--where the Secretary
believes reasonable grounds for debarment exist (or there is an
outstanding indictment for one of the enumerated criminal offenses)
and immediate action is necessary in order to protect the
interests of the Government, the Secretary may order a suspension.
The maximum duration of the suspension varies depending on the
grounds for the suspension. Generally, however, debarment proceedings
should be commenced within six months. If a suspension is based
on a criminal indictment, it may continue until completion of the
criminal proceedings (or 18 months). Again, suspensions bar
entities from receiving direct grant funds, subgrants or
contracts with DHHS grantees.

Proposed OMB Regulations

on July 16, 1981, OMB circulated for comment proposed
regulations governing debarment and suspension of contractors.
The most notable feature of these regulations is that a
debarment -or-suspension imposed by any one agency in the
Executive Branch would operate to exclude the debarred
individual or institution from contracting with all
executive agencies. In addition, the regulations would
impose uniform procedures for initiating debarments and
suspensions.
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III. PROGRAM SPECIFIC AND MISCELLANEOUS ADMINISTRATIVE SANCTIONS

Various programs within the Department may take specific
administrative action in the event of employee misconduct, or
wrongdoing by a participant in the program. For example, fraud
against the Medicare, Medicaid or Title XX programs may result -
in suspension from any or all of those programs. In a similar
vein, wrongdoing in the context of a particular grant or contract
may result in suspension from that grant, or termination of the
contract. Finally, failure to follow the rules for release of
documents under the Freedom of Information process may result in
sanctions against the employee. Each of these is discussed
below.

1. Medicare, Medicaid, Title XX (Grants to States for
Social Services): Section o e Social Security Act
provides for exclusion of certain individuals convicted of
related crimes from participation in Medicare, Medicaid or
Title XX programs. When the Secretary determines that an
individual has been convicted of a crime related to any of
the above programs, the perpetrator of the crime will be
automatically barred from Medicare. In addition, the Secretary
will notify state agencies of the conviction, and require
that the agency bar the same individual from Title XX and
Medicaid. The Department will also notify appropriate state
licensing agencies, requesting that they both investigate
the individual or institution, and keep the Department
apprised of any action taken.

2. Medicare, Only: Section 1862(d) of the Social Security
Act precludes payments for any services provided by one who

has submitted false statements, bills for unnecessary services,
or bills substantially in excess of customary charges to
Medicare. Determinations made pursuant to this section are
transmitted to state agencies participating in Medicaid.

3. General Rights of the Government with regard to Grants:
In addition to debarment and suspension of grantees, the Government
has a number of lesser administrative actions available to it in
the event of wrongdoing by a grantee, or mistake by the Government.
Although each arises from a substantial body of case law, I will
just mention them here. The Government has a right:

a. To enforce terms and conditions of grants by:

HHS/IG
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1. Termination of the contract for the convenience
of the Government; :

2. Termination of the contract for default by the
contractor;

3. Deletion of work required@ of the contractor by
a Change Order;

4. The Government may order a contractor to suspend
* or delay work under a contract (may be used to
prohibit the contractor from incurring additional
costs while under investigation);

5. Government may recover under any bond posted by
the contractor.

b. Remedies Based Primarily on Common Law:

1. Withholding payment and set-off (if funds are
erroneously paid);

2. Recission and cancellation of the contract (if a
contract is obtained by bribery, or award is tainted
by conflict of interest, the contract may be avoided
by the Government).

5. Freedom of Information Act: The Act provides for
disciplinary action against individuals who arbitrarily or
capriciously withhold requested documents under the Act.

(5 U.S.C. 552a(4)(F)). A prerequisite to such an action is

that a court orders production of wrongfully withheld documents,
finds that there is cause to believe that the agency acted
abitrarily and capriciously, and instructs the MSPB to investigate.
The MSPB and not the agency initiates disciplinary action under
this section.

HHS/IG
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APPENDIX F

IiEMORANDUM DEPARTMENT OF HEALTH, EDUCA’I‘ION. AND WELFARE

FROM :

SUBJECT:

A}
/' OFFICE OF THE SECRETARY

office of Investigations-.Staff .
Office of Program Integrity,\Staff‘
s

AN

DATE: September 14, 1978

Inspector General -
Assistant Administrator for Prog:am Integrity

Revised 0I/OPI Operating Statement
. K .
.

i

buring the summer of 1977, w{;h the estahl1shxnent of the

Office of thé Inspector General and the Health Care Financing
Administration, it -became tlear that in the area of criminal
fraud investigations, both the Office of Investigations of .
the Inspector General's Staff and the Office of Program
Integrity, HCFA, had been carrying out many s:.milar functions.

In order to more clearly define rolés and 'respons;.b:.litles
during this period of change, an operating statement was
signed by the Inspector General and the Acting Assistant
Administrator of Progzam Integr:.ty.

As the two organizations have implemented: their respective

~ functions, it has become necessary to more fully define the

respective roles. Therefore, we have prepared and signed a
new operating statement reflecting our revised responsibili-
ties. This new operating statement supersedes the August 24,

: 1977 operating statement for OI and OPI.

In establishing the new procedures, we recognize there w:.ll
be an interim period dur:mg which cases presently being worked .

. by OPI must be handled :Ln one of the follom.ng ways'

1. Cases already referred to U. S. Attorneys b_y OPI w:.ll be
~completed by OPI.

2., Cases undergoing active field investigation bz OPI will
g0 _to OI ox stay with OPI1 dependrng on_the extent o
developmental work already done by OPYI. OPI will complete

; those casés where continued OPI work -will result in the ....

most effective handling of the case. This could be for
a variety of reasons including the extent of work completed,v
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Page 2 ~ Office of Investigations Staff
Office of Program Integrity Staff

special knowledge or expertise on the part of OPI staff

involved, and the extent of informal contact wxhich has

already occurred with U. S. -Attorney. The fimal decision
, on these cases 'should be reached

jointly by OI/OPI Regional
Staffs. In the event that a jomm

Teached, the case should be referred to OI/OPI Central
Offices for a decision.

3. Cases where sufficient preliminary review has established
clearly that a case of potentxal £fraund- exists will be
referred to OI. - .

We believe that this transition can be accamplished smoothly

and that these interim procedures will enable us to handle .

all cases now being worked by OPI efficiently, so that the

transfer of fraud cases to OI can be acl'ueved as rapidly as
poss:.ble.

'The attached Memorandum of Understand;mg will be effective
October 1, 1978.

Thomas D. Morris -- Don E. Nicholson

Inspector General _ - Assistant Administrator for
. o . Lo © . Program Integrity

Attachment
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OPERATING STATEMENT
OEFICE OF INSPECTOR GENERAL/OFFICE OF INVESTIGATIONS

HEALTH CARE FINANCING ADMINISTRATION/
OFFICE OF PROGRAM INTEGRITY
MEDICARE-MEDICAID FRAUD

Introduction

This statement sets out guidelines for a cooperative
effort to control Medicare/Medicaid fraud by the Office
of the Inspector General‘'s Office of Investigations (OI)
and the Health Care Financing Administfation's Program -
Integrity Staff (OPI). By law and regulation, the
Inspector General has the responsibility to supervise,
coordinate and provide direction for investigations
relating to all.the Department of Health, Education,
and Welfare. (HEW) programs. To meet this responsibility,
the IG's Office of Investigations is staffed by pro-
fessionally qualified criminal investigators who are

- responsible for all departmental.criminal investigations.
The Health Care Financing Administration's (HCFA) Program
Integrity Staff brings to this effort professional staff
with extensive program knowledge who have demonstrated
a strong capability and experience in developing and
investigating cases of Medicare and Medicaid fraud and
abuse. These guidelines are bésed,on'the principle

© that, recognizing the Inspector General's responsibility,

- the effective control of Medicare/Medicaid fraud can
only take place ‘through the most effective use of the
strengths and skills of both staffs.

" Preliminary Review

OPI will perform a preliminary review on complaints which
it receives and on other information regarding aberrant
practices which it identifies or receives.

A. ° Fraud - ) - -

At the point in the preliminary review where OPI
staff havé sufficient information to believe a
‘strong potential for fraud warranting full~scale
investigation exists, the case will be referred
to OI and all additional developmental work will
be performed by OI. ) -

87-144 0 - 81 - 9
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The referral w111 consist of OPI preparlng a: ‘;u?ﬁ"1~J
this to OI with a narrative -summary of all OPY 0"‘,#’\
activity and information on the case and the NWSV*

- complete case _file. The narrative summary v willl
include a listing of all administrative actions
taken or @nticipated by HCFA.

OPI will immediately refer to OI any case where
a Medicare or Medicaid fraud complaint has been
- received on a matter which is currently under a
full-scale Medicare or Medicaid investigation by
‘{ N ¥ . 0I, any other Federal investigative agency or by

the State. -

Within 45 days of referral, 0OX will i¥ifoxrm OPI

regionally whether they intend to schedule the .

case for investigation; and, if not, will returm

the case to OPI for appropriate civil or administra-—
. tive action (see Section VII C). .

Those cases 1nvestlgated by OI where a decision by
the U. S. Attorney is made to prosecute or not to .
prosecute criminally, at. the option of OI; will bé
1) pursued civilly by O0I (either false elaims or
common law recovery), 2) pursued civilly by OI with
participation and assistance of OPI as appropriate,
or 3) returned to OPI for administrative or civil
action. Where thevcase material was obtained by an
investigative grand jury, OI will be responsible for-
facilitating OPI access to the case mater1a1 consistent
" with applicable -law. :

OPI will assume responsibility for civil fraud

action on all cases where it is the decision of the
U. S. Attorney to pursue civil negotiation rather
.than prosecution of the civil suit. In those P
instances where civil suit -is filed and a civil
prosecution in court is contemplated or where criminal .
and civil prosecution are simultaneously undertaken,
0I may, at its option, retain responsibility for the
civil case but will involve ‘OPI in any pre-sentencing
negotiation which involves the settlement of the
civil suit.

B. " Non-Fraud Cases

Those situations where aberrant practice exists
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but which do not present potential for fraud will be
developed by OPI' for administrative action.

I1I. Contacts with Other Offices and Organizations

A. In view of their ongoing relationship with Medicare
contractors, Medicaid State agencies and fiscal
agents, and Social Security offices, OPI will

/\’/&/ inform these organizations, upon_learning_that.
\ i OI Nhas accépted. a_matter for criminal investiga-
G £ L .~tion, except in those cases where_such notifica-
g ; " 'tlon would in- any way compromise the.investigation,.

J )ey_may . be_cantacted-by—0I-for_information

to_support their investigation. All other con—~
- tacts on individual fraud cases {with exception

of those covered in item B) will be mfade by OI.

It is further understood that there may be .
occasions when OI will need direct contact with’
the agencies and entities mentioned in this para-
_graph, at the very onset of an inquiry. Where
appropriate, OI will advise OPI of such contacts.
OPI will utilize its relationship with these - -,
vagencies and entities to educate them to this )
ipossibility. .0I _will apprise OPI of any problems
in obtaining Information from contractors_and

B. With respect to withholding of payments in criminal
cases, particularly where Grand Jury action has not.
.~ begun, OPI will decide the appropriateness of the
withholding action and will instruct contractors and
advise State agencies. At the time of referral to
:the U. S. Attorney or earlier if at all possible,
OI will provide OPI access to case file information
consistent with applicable law, necessary to justify
the withholding action and the estimated dollar -
amount overpaid.

Upon indictment and disposition in any Medicare or -
Medicaid case, OI will follow the requirements in ~
the Medicaid/Medicare Fraud Reporting System and -
will immediately notify OPI and.furnish OPI with
copies of ‘the judgment so that HCFA can take
appropriate suspension or termination action. In
addition, in the case of a physician or other
practitioner, OI, consistent with applicable law,
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w111 provide OPI with all information necessary to
determine the length of the suspens;on.

Continuing ‘contacts with Medicaid State agencxes

and fraud control units and contractors for
‘monitoring and management purposes will be main-
.. tained by OPI.

Contact with the FBI, Postal Inspector (except in
forgery cases covered in Section V.C. of this
paper) and other investigative agencies on matters
‘under criminal or potential criminal investigation
will be made by OI. OI may ask OPI to provide
programmatic assistance to investigative agencies.

.E. OI will consult with-OPI on any restitution of
funds agreement reached in plea bargaining or the
probationary determination process.

F. . OPI will expeditiously notify OI of any suspension
from participation in the Federal Health Care
Programs, of any payment withheld, and of any
termination of a provider agreement, in any case ~ .-
that was investigated by OI or has been scheduled
for investigation by OI, in any case that has been
referred by OI to another agency for investigation,
Federal or State, or in any task force effort where
OI had either an investigative or a monitoring role.

. .- -

G. i access to records is denied during any initial - -
' review, OI should be lmmedlately contacted. Once

A ‘' the pote s_identified in the™initial
R Teview process, all interviews with potential sus=
. Or delendants shou e deferre: o OI. .

IV. State Medicaid Fraud Control Units

. -~

OPI will be the lead agency responsible for the certifica-
tion, recertification, and funding of the State Medicaid

. Fraud Control Units. OI will participate in the certifica-
tion and annual recertification process by rev;ewxng and
determining the adeguacy of the investigative capacity of
the units and will provide input to-OPI's cextification/
recertification report. OPI will review and determine .
the adequacy of the administrative aspects of the units
and their relationship with the Medicaid State agencies.
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V. Special Categories of Cases

A.

JewS & T

Primary responsibility for investigation and referral
to U. S. Attorneys of beneficiggylxecipieg;_{gguﬁ
cases will rest with OPI unless there is an indica-
tion of & conspiracy with a third party such as an
employee of the paying agent or a medical provider

in which instance the case will be the responsibility
of OI.

OPI will refer to OI without any preliminary
investigation all allegations involving the
.possibility of a crime by (1) a_Federal employee,
(2) a_contractor or State agency employee, or

(3) organized and recognized major—criminal—
elenents.. -

OPI will refer forgery cases to the Postal
Inspectors or appropriate local authorities.

OPI will handle cases involving assignment viola-
tions and will refer cases involving potential
prosecutions to OI for additional investigation
and submission to a U. S. Attorney. .

'With respect to complaints involving a practitioner,
"OPI will conduct its normal initial review. Once

{the potential foxr frand is identified in the Initial

} review process, all interviews with otential,
SUSPECES - Or Qe feRdEnEE—sho én:ad_to_(u._ -l

In cases involving supplier fraud, OPI will conduct

<:.__,its initial review process which will include the

.um‘;; -

-analysis of supplier records, laboratory records,
etc. . .

With regard to institutional fraud, including fraud-
in the certification process, because of case
complexities and the various kinds of fraud perpet-
ated, it is not possible to formulate the type of -
case to be referred. OPI will have the responsibility,

‘/based on initial development, to document the facts

of a case which warrant a recommendation.for a full-
-field investigation by OI. However, OPI will advise
and periodically brief OI on the institutional case
workload in which the potential for fraud may exist.

OI will be immediately notified of any allegation or
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information concerning kickbacks or rebates coming
to the attention of OPI. OI will then assume the
responsibility for that phase of the investigation.

VI. Reporting

Upon referral of a case to OI, OPI will prepare a Medicaid/
Medicare Fraud Report and will send a copy of it to OI.
01 cases which have not been referred by OPI should be
reported to OPI annotating the Medicaid/Medicare FPraud
Report accordingly; likewise, when OI is informed that
another investigative body has a Medicare or Medicaid
case, it should prepare a Fraud Report and transmit
it to OPI. Subsequently, OI will send OPI an update
of the Fraud Report at the time of presentation to an
Assistant U. S. Attorney,; indictment, and disposition.
At any point where a full investigative or prosecutorial
action is concluded, OI will update the Fraud Report
and transmit it to OPI. Simultaneous with the accept-
ance of a case by OI, OPI will prepare a Medicaid/
Medicare Fraud Report and send it to the Medicaid
State agency and, where appropriate, the State Medicaid
Fraud Unit, under the procedures of the Data Exchange,.
Agreement. When OPI receives a Medicaid/Medicare Fraud
Report from a State under the Data Exchange-Agreement,
a copy will be forwarded to OI. -
VII. Administration
—_— - R
A. 1In some cases, it may be necessary for OPI staff - -
to assist Ol’on_ a specific case. These situations
should be rare, and OPI participation will be
requested’fai'gnspecific case or related group or
.cases in a formal memorandum for the record. Such
requests will require CO I cle e. Wherever
possible, staff and time considerations should be
estimated. ' - -

B. Case referrals mentioned in this memorandum will
_generally be made at the regional level. o
C. 1Issues on-general questions of approach and policy -
and issueg on specific cases between OI and OPI
should be .resolved locally. Issues.that cannot
be resolved locally should be submitted to OI and
OPI central office components for resolution.
. This includes -disputes between 01/0PI Staff on
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whether a case should be investigated for fraud
or handled administratively.

D. This statement supersedes all previous OI/OPY
. agreements on the matter of Medicare/Medicaid fraud
development. It remains in effect until it is
itself superseded or specifically withdrawn.

| lln:y SVI) m ey - ‘7/’31’18 |

Thomas D. Morris ‘Ponald E. Nicholson
Inspector General ‘Assistant Administrator
~for Program Integrity

-
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o RITLZRAAL TO COFFLCE OF INVESTIGATIONS

A. earnings level

B. practitioner pattern .
C. rumber of patients . .

D. prior complainis-

If, upon completing this analysis a decision is made 4o clese the
case, a detailed check of Medicaid statistics shoulé se initiated %o

determine if a similar situation exists. If the screcn

reflects that additional fraud davelopment is not

screening consideration should be given to abusc

Where a cecision is made to continue developing the frzud case, tela-
phoné or mail contact should be made with 2C¢ deneficieries.: As 2

of thumb, if 4 or more strong discrepancies are

should be refcrred to OIX.

In every instance where there is an alleged discrepancy, persdnal
contact with the benaficiary shoulé@ be made and a2

the facts surrounding the discrepancy taken.
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If

be scnt to the carriny for zesoluzicn or the

the case sheoculd

for any erplanation. Ina eithzr instance, an

establiched.

With recaxd to institutional Iraud, including

process, hecause of case cemplexities and the

perpetrated, it is not possible to formulize the type ol case o de

-referrec. OPX will have the responsibility based on initial daveloo-

ment to cdocument the facts of a case vhich warrant a reccmmendztion
for a full fielé investigation by OI. However, OPI will advise and

periodically brief OI of the institutional

the potential for fraud may exist.

The'initial review process will apply as in pr

except that OPI may need, during the initial
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possible stage

+mpge cases is5 critical at the earlicst

v
in the process.

(!

General

If access to records is denied. during any initial review, OI sheculd

be immediately coantacted. Once the potential for fraud

in the initizl review pzocess, all interviews with potaen

or defendents should be deferred to OI.



APPENDIX G

OFFICE OF INVESTIGATIONS

HEALTH CARE CASES REFERRED TO DOJ IN CY-80

Date Referred

Status Pendling

Judlcial to Date of Date of Date of Further
Case # District Class Nature of Offense U.S. Attorney Indictment Conviction Declinatlon Investigatlon

1 ™ OPM Billing for services not 1/80 /80 Ctosed
rendered.

2 CN AB Billing for services not 4/80 4/80 Closed
rendered,

3 MA M Bi1ling for services not 11/80 11/80 Closed
. rendered.

4 CN AMB Billing for services not 5/80 . 5/80 Closed
rendered.

5 NJ Mo Bitling for services not 2/80 2/80 Closed
rendered.

6 S=NY "o Bi11ing for services not 1/80 1780 Closed
rendered.

7 E-NY MD Duplicate biilings. 10/80 10/80 Closed

8 S=-NY DPM Bitling for services not 3/80 3/80 Closed
rendered.

9 NJ SNF Kickbacks. 2/80 Pending Declsion
10 W-NY POD.  -BillIng for services not 5/80 5/80 Closed
1" E-NY 0] Billing for services not 8/80 Pending Declsion

12 WOC L Billing for services not 5/80 5/80 Closed

13 EPA AMB Bliting for services not 4/80 4/80 Closed

14 MPA PHAR  Bltiling for drugs not 4/80 4/80 Closed
suppl fed,

S 30 1
g9 XIQN3ddv

881



OFFICE OF INYESTIGATIONS
HEALTH CARE CASES REFERRED TO DOJ IN CY-80

Dste Referred Stafus Pending
Judiclal to Oate of Date of Date of Further
Cese # District Class Nature ot Offense U.S, Attorney Indlctment Conviction Dec! Ination Invest igetion
15 S~FL M Billing for services not 10/80 10/80 Closed
: rendered.
16 S-FL 0PM Billing for services not 10/80 10/80 Closed
rendered.
17 M-NC -MD Mls}epren?lng services. 9/80 9/80 Pending Clvi}
18 E-TN HHA  False cost reporting. 3/80 " 4/80 Closed
19 M-TN SNF False cost reporting. /80 Pending Decision
20 N-IL AMB Biliing: for serylcaé not /80 Pending Decislon
21 N=IN M Folse claims, - 11/80 11/80 Closed
22 N-IL 0PM * BIlling for services not 5/80 10/80 12/80 Closed
rendered. . -
3 o NB False claims, 12/80 12/80 Closed
24 W-0K SNF False cost reporting, 4/80 4/80 Closed
25 W-0K SNF False cost reporting. 3/80 9/80 9/80 ’ Closed
26 E=-AK OME Kickbacks, ’ 6/80 6/80 Administrative
27 £-w0 SNF Per jury, 1/80 10/80% 10/80 Pending Clvii
28 NE HS  False clalms. 5/80 Closed

8/80

G 40¢
9 XTAN3ddY

¥l



OFFICE OF INVESTIGATIONS

HEALTH CARE CASES REFERRED TO DOJ IN CY-80

Date Referred
to

Status Pendlng

Judiclal Date of Date of Dste of Further
Case # District Class Nature of Offense. U.S. Attorney fndlctment Conviction Dect inatlon Invest lgation
c 29 co LAB Bitling for services not 3/80 3/80 Closed
rendered,
30 ut L] Bllling for services not 4/80 4/80 Closed
rendered.
31 oo POO Billing for services not 4/80 4/80 Closed
rendered.
32 co oPM False claims. 4/80 4/80 Closed
33 SO M Bi'ling for services not 7/80 7/80 Closed
ret dered.
34 co MO 8i ling for services not 4/80 6/80 8/80 Closed
rendereod.
35 co DPM Billing for services not 4/80 5/80 Closed
rendered.
36 - MT HOSP  Billling for services not 4/80 4/80 Closed
rendered.
37 C-CA LAB Bitllng for services not 6/80 1/80 Closed
| rendered,
38 C~CA DME Billing for services not 8/80 8/80 Closed
rendered.
I 39 W-WA M Bllling for services not /80 /80 Closed
rendered,
40 E-WA SNF Bllling for services not 1/80 1780 Closed
rendered.
41 W-WA . AvB Bliling for services not 4/80 4/80 State Conviction
rendered. (10/80}

G 40 ¢
9 XIAN3ddv

gel
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APPENDIX H

OFFICE OF INSPECTOR GENERAL -- DHHS
HEALTH CARE AND SYSTEMS REVIEW
SERVICE DELIVERY ASSESSMENTS

(CONTENTS) *

A. Executive Summary -- purpose of SDA
B. SUMMARIES -- 1980 SDA'S:
1. Low Income Energy Assistance Program (LIEAP)
2. Community Health Centers
3. Health and Social Services to Public Housing Residences
4. Title XX (Social Services) Program
5. Medicare Part B Beneficiary Services
6. National Health Service Corps (NHSC)
7. Availability of Physician Services to Medicaid
Beneficiaries
8. End Stage Renal Disease Program
9. Restricted Patient Admittance to Nursing Homes

*Source: OIG-HHS
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A. EXECUTIVE SUMMARY

A major responsibility of the Inspector General is to provide
the Secretary with an independent assessment of the effective-
ness of program operations. Service Delivery Assessment

(SDA) is one of the important tools the Inspector General uses
to do this. Created in 1977, SDAs are short-term examinations
of Health and Human Service (HHS) programs and program related
issues. These 3 to 5 month studies provide the Secretary with
timely information about the operations  and effects of programs
at the local level.

SDAs are not pure research, compliance reviews, audits, program
monitoring, or traditional program evaluation. Rather, they are
a new form of program evaluation more analogous to investigative
reporting. Designed and conducted by a small group of in-house
staff, SDAs generally consist of focussed discussions with consu-
mers and service providers, and observation at local service pro-
grams. They seek to gain a clear understanding of how programs
are currently operating. Assessment results and recommendations
are used internally by Department managers as an additional source
of information which, when combined with other information, pre-
sents a total picture of service delivery.

Because of the high interest and importance of these topics, the
Secretary/Under Secretary personally identify or approve each

SDA topic. While the specific objectives of any individual Sbha
vary, SDAs can provide a "snapshot" of local operations, consumer
and local provider perspectives, timely reporting, an "early warn-
ing" system, best operating practices, and a useful tool for pro-
gram management.

The Inspector General serves as the functional manger for SDA,
with the Principal Regional Officials (PROs) responsible for
performing the studies. A small core staff (between 3-5 indivi-
duals) are assigned to each of the 10 Regional Offices of Service
Delivery Assessment. These Regional Offices of SDA are under the
direct supervision of the PRO.

To date, SDA teams have visited over 1,100 local sites and have
spoken with over 12,000 consumers, local service providers, and
others involved in service delivery. The resulting SDA reports
are short (i.e. 15 pages) and written in’'clear, understandable
style. These written reports precede an oral briefing for the
Secretary and top program managers. In the last three years, the
Secretary and Under Secretary have received over 30 SDA briefings
and reports about how various HHS programs are functioning at the
local delivery level. The information obtained by SDAs helps the
Secretary address program problems, thus making HHS programs more
efficient and responsive to the people they serve. .
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B. SUMMARIES -- 1980 SDA's

1. LOW INCOME ENERGY ASSISTANCE PROGRAM (LIEAP)

The purpose of this SDA was to provide early warnings of problems
in the implementation of the LIEAP and to identify major issues
for future program consideration.

The assessment findings showed that:

o The flexibility allowed by the program, combined with other
individual State efforts, resulted in each State having its
own distinctive program.

o Categorical programs {(i.e., Special Enexgy Allowance/SSI)
were relatively easy and inexpensive to administer but were
criticized for not targeting aid to fuel bills.

o Application programs were administratively more costly to

administer, but effectively targeted broad segments of the
eligible population.

2. COMMUNITY HEALTH CENTERS

The purpose of this assessment was to determine how clients
perceive the quality, accessibility and responsiveness of
Community Health Centers (CHCs).

The assessment findings showed that:

o 1In spite of some problems and limitations, the centers
appear to be relatively efficient and sensitive
primary health care agencies with high client satisfaction.

o Training, technical assistance and monitoring by HHS
Regional Offices were inadequate.

o CHC's face a dilemma in their efforts to reach the most
needy clients, while at the same time moving toward
greater financial self-sufficiency. It affects the
aggresiveness of their outreach, the services provided,
the size of staff and the use of sliding fee scales.
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3. HEALTH AND VICE
PUBLIC HOUSING RESIDENTS

This SDA examined the delivery of health and social services to
public housing residents.

The assessment findings showed that:

o Crime, both the reality and the fear, hinders service delivery,
since many residents are afraid to leave the projects and
some providers are afraid to:enter.

o Although most health and social.services are provided in or
near projects, most residents are unaware of the available
services. Poor transportation and limited service guantity
make some services in effect unavailable.

o The Public Housing Urban Initiatives Program has had little
or no impact on health and social services to residents.

4. TITLE XX (SOCIAL SERVICES) PROGEAM

This SDA examined the Title XX program with attention given to
resource allocation at the State level, the local social service
delivery system, purchase of services, client experiences, and
service coordination.

The assessment findings showed that:

o Since almost all states are at their funding ceiling,
resource allocation is based on tradition with little
ability to respond to new service needs.

o Purchase of service (contracts) is increasingly the States'
preferred method of providing services, however, little real
competition exists in awarding contracts, and there is little
monitoring of services.

o The working poor are being squeezed out of Title XX services
as States lower income eligibility to stretch Title XX dollars.

87-144 0 - 81 - 10
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5. MEDICARE ' ICE

This assessment focussed on the beneficiary's experience with the
accessibility, utilization and effects of the Medicare carrier's
communication (beneficiary services) with clients. Part B of
Medicare covers medical (physician) services and equipment.

The assessment findings showed that:

o The vast majority of beneficiaries are substantially uninformed
about the provisions of the Medicare Part B program and their
individual rights.

o Only about one-third of the beneficiaries ever use beneficiary
services, but the number of service requests is increasing. ,

o Beneficiaries have an almost blind respect for the Medicare
Program and are reluctant to challenge whatever payment they
receive. When they do request a review of their claim, they
win 60% of the time.

6. NATIONAL HEALTH SERVICE CCRPS (NHSC)

This assessment examines the expériences of designated Health
Manpower Shortage Areas (HMSAs) in receiving health care through
the NBECS, the impact on local health care for those manpower
shortage areas without corps assignees, and the characteristics
and conditions in areas which have been unable to recruit or
retain corps staff.

The assessment findings showed that:

o The Corps is producing local health care systems through
small government investments.

o Distribution inequities exist in many of the most needy
areas without Corps assignees.

o Mid-level corps staff (i.e., nurse practitioners) are more
adaptable to remote areas than physicians.

o Health shortage areas prefer voluntary over scholarship
recruits.
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7. AVAILABILITY OF PHVSICIAN SERVICES TO
MEDICAID BENEFICIARIES

The primary purpose of this study was to assess whether Medicaid
clients have adequate access to physicians' services.

The assessment findings showed that:

o

Most Medicaid clients, but not all, are able to see a
physician when needed. Twenty-four percent say few or no
doctors in their area accept Medicaid.

Almost all physicians limit the size of their Medicaid caseload,
citing inadequate reimbursement, excessive and confusing
paperwork, reimbursement delays and undesirable client
characteristics as reasons.

Hospital emergency rooms, largely because of their 24-hour

accessability, are providing an increasing amount of primary
care for Medicaid clients.

8. END STAGE RENAL DISEASE PROGRAM

This SDA examines patient experiences with end stage renal disease,
including the patients' role in decisions concerning their
method of treatment and selection of service provider.

The assessment findings showed that:

o

Largely because of the influence of their nephrologist (kidney
specialist), most clients dialyze at a facility and seldom -
switch to home dialysis or undergo a kidney transplant.

There is no trend toward significantly greater client interest
in home dialysis or kidney transplant or other means of
self care.

Clients who dialyze in facilities have considerable concern
over the high rates of staff turnover while those who dialyze
at home often note family stress.

Only about one-fourth of those working full-time at the
time of kidney ‘failure continue to work.
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9. RESTRICTED PATIENT ADMITTANCE TO NURSING HOMES

This assessment describes the extent of and reasons for patients
remaining in hospitals beyond their need for acute care.

The assessment findings showed that:

© A substantial number of patients are kept in hospitals only
because nursing home placements cannot be arranged.

\

o Backed-up patients are poor, old, and highly dependent.
Hospitals and nursing homes universally define these
patients as "heavy care”, meaning that they require exten-
sive staff time and attention.

o Hospitals, physicians, nursing homes, patients, and
* patients' families have little incentive toc move these
heavy care patients into nursing homes.
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APPENDIX I
OFFICE OF INSPECTOR GENERAL -DHHS-

REPORTS PREPARED BY HEALTH CARE AND SYSTEMS REVIEW (HCSR)

HEALTH

1. Review of NIH Contracts with Organizations that Employ Current
or Former HEW Employees or Consultants -- November 11, 1978

2. Medicaid Report -- February 1979

3. Review of Cosmetic Surgery Performed at Public Health Service
Hospitals

4. Supplementary Review of NIDA Contract with John A. Whysner
Associates, Inc. -- August 14, 1979

5. FDA 79-151-243/259, PCBs in Valentine Candies and Boxes

6. Report on Heart Murmur Instructional Materials Projects, NMAC
Contract Action

7. A Report on the Management of the Indian Health Service --
January 1981

'8, Office of the Inspector General Study of Debt Collection
Practices in Selected Public Health Service Loan, Scholarship
and Award Programs

9. A Surveillance and Utilization Review Subsystem Perspective for
the Eighties -- Ocotber 1, 1980%

10. Surveillance and Utilization Review (SUR) System Project
(Draft excerpt for Annual Report -- Not Dated)

11. Surveillance and Utilization Review System Project (OIG Brief
Status Report - September 1980)

12. Alternatives to the MMIS General Systems Design (GDS) -- (Executive
Summary -- November 10, 1980)%*

13. Alternatives to the General Systems Designs (MMIS) -- September 30,
1980%*

14. Suggested Initiative to Act upon Findings of the GAO Report and
our OIG Survey Team Re the Need to Strengthen Medicaid
Management information Systems --- November 29, 1978
(Memo w/ attachments to HCFA Administrator from the Inspector
General)

15. OIG Audit Agnecy Report -- Minnesota -- Audit of Medicaid
Management Information System (MMIS) -- (ACN: 05-00200) --—-
May 13, 1980 (Cover Memo w/o attachment from Audit Inspector
General to HCFA Administrator)

16. Alternatives to the Nedicaid Management Information System

(MMIS) General Systems Design (GSD) --- (Draft excerpt for
Annual Report -- Not Dated)

* In cooperation with HCFA
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Page 2

REPORTS

17. Report on the'Tuskegee Syphilis Study (with attachments) ---
December 9, 1980

18. National Cancer Institute (NCI) Contracting Operations
(Memo w/attachment to the Secretary froj the Inspector
General) --- May 1, 1978

19. Abstract -- Review of National Cancer Institute Contracting
Operations Performed by the Office of the Inspector General
(Abstract of Suporting Recommendations) -- Not Dated

20. Report on Follow-up Review -- Contracting Operations ---
National Cancer Institute --- Not Dated

21. Response to the OIG Audit Agnecy Follow-up Review of NCI

Contracting Operations (Memo w/attachments to OIG Audit
Agency from Deputy Assistant Secretary for Grants and
Procurement) --- February 3, 1981

_NON-HEALTH (Other)

1.

10.

11.

Réport of Recommended Improvements in the Administration of the
Aid to Families with Dependent Children Program —- June 1, 1978

Systems Security at SSA -- September 22, 1978

Backup and Recovery of the Automated Data Processing System for
the Guaranteed Student Loan Program (GSLP) -- February 14, 1979

Fraudulent Manipulation of the SSI and RSDI Computerized
Disability Determination and Payment Process -- April 2, 1979

SSA's Action Plan on Systems Security
Management Review of Title XX Social Services

Analysis of Program Operations and Grant and Contract Processes
of the Runaway Youth Program —- October 19, 1979

Management Review of the Indochinese Refugee Assistance Program —-
September 24, 1979

Status Report on the Management Problems in the Office of Indian
Education -- March 27, 1980

Cover Letter and Two Reports to Mssrs. Murcheck and Schutzman of
SSA on: (1) Description of ALPHIDENT Computer Program Logic and
Data Flow and (2) Assessment of Problems Found in the Computer
Process of the Social Security Enumeration System -~ June 25, 1980

Debt Collectibn Practices in Selected Public Health Service Loan,
Scholarship, and Award Programs -- June 30, 1980
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Page 3

REPORTS

12. Outline and Draft Report on SSA's Enumeration System -- July 28, 1980

13. Cost Disclosure Requirement of Consultant Services Contracts ——
August 22, 1980

14. A Review of the Social Security Administration Social Security
Number Issuance System —-- February 1, 1981 .

15. Draft Report of Recommended Improvements in the Management of Foster
Care Services -- February 12, 1981

16. HDS Seminar -- Joint Participation -- HDS/OIG Staff -- March 1981



146

APPENDIX J

N

Bureau of
Quality
- Control .

PROGRAM VALIDATION

OverviEw oF 1980 ResuLTs A
AND
PLANs For 1981

NovemBer 1980



147

INTRODUCTION

Program validation was initiated during FY 1979. Fiscal year 1980 was the first
full year of operation. There are three primary purposes underlying our validation

activity which are to: (1) determine appropriateness of Medicare contractor PRV -

and Medicaid State agency reimbursement and postpayment review systems; = N {
(2) identify problems with regard to specific providers which may be indicative -
of potential fraud, abuse, or waste and provide recommendations necessary to
correct those problems; and (3) examine selected policies or operational procedures
where the potential for inappropriate program expenditures is suspected. Our
validation reviews take on three different forms which we call:

—Systematic_Abuse Reviews which focus on providers reimbursed on
a reasonable charge or fee related basis;

—Aberrant Cost Studies which focus on providers reimbursed on a cost

or cost related basis;

—Program Implementation Reviews which may or may not focus. on a particular
provider type but which is designed and conducted primarily to examine
the appropriateness of existing policies as opposed to discovering problem
providers or deficiencies in individual States or contractors operations.

HIGHLIGHTED RESULTS TO DATE

OPYV began with FY '80 producing quarterly reports reflecting for each quarter
statistical results and highlighting some of the more significant validation activities.
These reports have been widely circulated within HCFA and have been furnished

the regional offices. Beginning with FY '81, we are going to start sending quarterly
report information to contractors and State Medicaid agencies not only on our
validation activity, but on "best practice” information we become aware of through
regional participation in CPEPs and State assessments. We are in the process

now of compiling an "OPV Annual Report" which will be completed by December 15,
1980 and will include a major section on validation.

The attached selected charts (1-4) provide a level of statistical detail on our
validation activity through FY '80. A brief summary follows:

Reviews Completed - To date we have conducted 245 reviews where reports have
been prepared in draft or final. The central offfta bas produced 33 such reports
while the regions have produced 212. For FY '80 olir work plans called for 185
reviews to be conducted with reports produced-th draft. Nationally 195 reports
were produced with five regions and central office over target, two regions on
target, and three regions under target. The projected and completed numbers
for 1980 by type of reviews are as follows:

Projected Completed Net Result -
SARs 46 50 +4
ACSs 82 89 +7

PIRs 57 . :i_g -1
Total 133 19 +10
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\

Dollar Results - i‘hrough f‘& 19}0 b an both final r.eports and drafts we are
reporting estimated savings of/$14 ,037,9. These dollars are a combination
of: ek

—overpayments identified specific to individual providers;

--operational deficiencies on the part of State Medicaid agencies and Meéﬁ\care
contractors which when corrected will result in program savings;

—recommended policy changes which if accepted will result in program
savings.

To date we have not structured our feedback and reporting system to break dollar
amounts into specific categories. We are developing these instructions now and
beginning with FY '81, we will report dollars by category. Our best estimates

are that approximately $40 million of the above relate to Q‘E‘x&g provider practices
with the remainder attributable to_changes in policies or notéd operational deficiencies,

Recommendations to Other Bureaus

To date we have processed ‘gﬂyecommendations to other Bureaus. Of those 12

have been accepted and of this number J.have resulted in some form of implementation
(e.g., revised instructions to contractors, revised regulations, etc.). Two of the
recommendations have not been accepted and 27 are still pending. The numbers

of recommendations by Bureau and status are as follows:

Total Total Total Still
Forwarded Accepted . Rejected Pending
BPP 27 i0 2 15
BPO 10 1 0 9
HSQB 3 0 0 3
BSS 1 1 0 0
Total 41 12 2 27 \
Some of the more significant of these recommendations include: -
A
1. Physician Reimbursement for Lab Services ,\\-;5 ?

I
The Atlanta Regional Office conducted a review of independent laboratory [
services which identified a loophole in the reimbursement for laboratory
tests which allows physicians to bill the Medicare program and receive
reimbursement which exceeds the cost charged for performing the ‘
test by the independent laboratory. Restricting physician's reimbursement

to the amount charged by the laboratory will result in a savings of

over $3 million per year. OPV has been working with policy to implement

this policy change. Final action is expected in February 1981.

JU

2. ODR_Reimbursement Under PIP A o\

The Dallas Regional Office conducted a review at Doctors Hospital.
They discover=d that *iie Office oi D:rect ReimbLursement (BSS) had
r=id $777,0Cu in erroneous PIP payments to the hospital after the
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date that the hospital had transferred to another intermediary. BSS
has implemented corrective action through a computer override which
will prevent PIP payments to institutions after termination by BSS.
The overpaid amounts have been recovered.

3. Reductions in Hospital Lengths of Stay

The Chicago Regional Office with the cooperation of the regional office )
of the Health Standards and Quality Bureau conducted a study of providers
which exceeded the national average for the length of stay. Through TN
onsite reviews by the OPI regional office and the 39 local PSROs, program

savings through a reduced average length of stay by the subject providers
have exceeded $7 million. QPV is now working with HSQB to extend T
the study to a nationwide project. .

Selected FY '80 Reviews Highlighted Ty

The level of effort, scope, and results related to each validation obviously varies
considerably. Several of the 245 done to date have had a low yield or produced
no results at ail. On the other hand many have been quite significant, a few of
which are articulated below.

Home Health Agency Reviews - Reviews were conducted on 24 HHAs in 4 States .
and Puerto Rico. The review on the Puerto Rico HHA revealed enormous problems { N N

which translated to estimated overpayments of $7.3 million. For the remaining AR
23 HHAs review results indicated program overpayments of over $1.2 million .
which averaged $60,000 per agency. As an adjunct to our HHA validation project, N
we have produced cost and utilization data ranking HHAs and intermediaries . )
where statistics indicate a need for focused audit or management attention. Y

This data has been forwarded to the Regional Administrators and an action plan
detailing regional response has been requested by December 31, 1980.

Nursing Home Rate Reviews - We have initiated a national review which will

eventually include three regions and CO staff to examine State Medicaid agency

rate setting processes and reimbursement methodologies, we have conducted

preliminary reviews in Kentucky, Wisconsin, and Ohio and produced a report comparing

the three States' different systems. During the course of our preliminary survey

work, we have already identified $4.5 million in savings in Ohio as a result of N

an error in establishing reimbursement ceilings and $2.8 million in Wisconsin N

as a result of paying a separate 10 percent add-on charge for claims handling -

by nursing homes the costs of which are already part of the nursing homes cost | o

reimbursement and for other nonallowable costs based on reviews of 8 nursing ' .
" homes in Wisconsin. We also determined that $9.5 million in payments to nursing W

homes in Ohio is advanced because all homes are reimbursed at the maximum ' N

allowable per diem rate for general and administrative costs. Many nursing homes

will not attain the maximum level so that retroactive adjustments will have to A\ 1S

be made. This could result in at least three inequities to the Federal Government: :

(1) foregoing interest on excess funds advanced to nursing homes; (2) potential

loss of funds advanced where nursing homes go out of business or otherwise leave

the programs; and (3) encouraging nursing homes that have already been paid

at rates exceeding their costs to incur greater costs so they don't have to refund

monies.
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ESRD Survey - We conducted reviews on three ESRD freestanding facilities to N
gain base line information to use as a basis for conducting a national review in

FY '81. Extensive review in this area will be performed through the combined
efforts of the central office and seven regions. Based on the preliminary report

we have already issued, we have estimated that as much as $48.5 million could

be saved if needed changes in reimbursement policy were made.

Comprehensive Health Centers - Estimated savings of over $5.5 million are attributable
to review performed on three CHCs in Illinois. Those savings are primarily attributable
to State practices in areas of auditing, program monitoring, and cost reporting
requirements.

Psychiatric Study - Extensive use was made of PSRO staff in conducting medical
necessity reviews on individual psychiatrists identified through a validation review
conducted by New York. Thirty-nine psychiatrists were selected for the review.
In addition to extensive overutilization noted with several of the psychiatrists
under review, four of the physicians were referred for criminal investigation.
Policy recommendations to modify existing reimbursement procedures were made
and deficiencies were noted in carrier processing procedures which are being
corrected. ,

PLANS FOR FY '81

Numbers and Types of Reviews

Some of our '81 activity will be an extension of what has been initiated in

FY '80. Examples include further reviews related to the ESRD and nursing home
rate review studies, Nationally, we intend to conduct fewer reviews during

FY '81 (155) than planned for FY '80 (185). The 155 may be even further reduced
as regions reexamine their priorities and workioad initiatives under reorganization.
The reduced numbers are necessary for a variety of reasons but are primarily
attributable to the fact that we have a number of draft reports in the pipeline
that require work to get the reports in final and ensure that recommendations
are adhered to. -

Attached are charts which were published in our FY '8l audit plan which details
by type of review and by region and central office our planned activity. The -
155 intended reviews breakdown as follows:

SARs ACS PIRs  Total

Central Office 6 - 18 6 30
Regional Offices 27 46 352 125
Total 33 64 58 155

The text of the annuil audit plan provides limited detail on the specific plans

of each region an. the central office. Pages 2 and 3 identify 14 areas considered
of priority imporiance. Wc ire estimating salary and expense costs associated
with condt z:ing validation reviews to be approximately $5 million and estimate
that at 1+ = $25 million in potential program savings or overpayments will be
identified .wough our review activity. Attached (Chart 8) is a statement of

our savings initiative as prepared for our OMS submission.
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Validation Support Activities

With 1 1/2 years of operating experience behind us, it is time we focused more
staff attention on some of the ancillary activities necessary to improve and perfect
our validation techniques. These activities have not been ignored, but have often
received short shrift because of the necessities of conducting the reviews and
drafting the reports called for specifically by work plans. Some of the more
significant of these activities are enumerated below. )

1.  Training - During FY '80 we conducted two training sessions; one for
" “our nurses and the other oriented toward those performing the accounting/fiscal
auditing aspects of reviews. We are forming a CO/RO training committee
to help in the formulation of our entire training program for the fiscal
year, but right now, we are anticipating three training sessions specific
to validation:

—Team Leader Training - January
--Auditor Training - February
—Medical Review Training - May

2. Manual Instructions - Most of the written instructions needed for the
validation process have been developed. However, they have been
released in various forms and some need to be modified and updated.
We are asking our Regional PI Director from New York to come in
for at least 3 days during the week of November 17 to help us to bring
this project tot&final stages of completion.

3. Monitoring RO Performance - We have always assumed a central office
responsibility for reviewing regionally prepared draft validation reports.
This will continue and where we determine it appropriate we will 32
onsite to the RO in conjunction with a formal RO assessment pregram
carried out in another part of OPV. During FY '81 we will prepare -
at least one assessment report for each RO to feedback to the PI Director
and the Regional Administrator the CO impression of each ROs performance.
Also, in FY '81 we will develop a detailed evaluation system to provide
benchmarks and to evaluate both CO and RO validation activities against
those benchmarks. " This evaluating guide will include standards for
quantity, quality 4nd timeliness for use beginning with FY '82. Finally,
we have developed "boilerplate" language for RA and PID use in formulating
their FY '8] work plans which is included as Attachment IX on the
list of attachments. :

4. Research - We have recognized a need to develop more structured
approaches in conducting research. We intend to undertake approximately
16 research projects through the use of central office staff and will
request at least 2 research projects per region. We are developing
a struct:—e for-calling.un the assistanice of our sister office: in the
Bureau L. ieeting « u* research goals and have already developed a
four page form for use in recommending multiregional reviews based
on research results.
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5. Reporting and Cataloging Validation Results - As mentioned earlier
we have been preparing quarterly statistical and highlight reports.
These reports will continue and we are exploring the use of a computerized
management reporting system to accommodate our reporting needs
and also to assist in research. We also intend to begin reporting validation
highlights and results to contractors and States on a quarterly basis
and provide more structure to our publicity efforts by issuing at least
four press reports during the fiscal year based on validation findings.

SUMMARY

Fiscal year 1980 was a very successful year. We met our numerical targets and
demonstrated a very positive cost/benefit ratio. The validation concept is becoming
more understood and accepted by States and contractors. We are soliciting them

as partners and they are accepting. We have received complimentary reactions

to a number of our review efforts and have attached two such examples (Attachments
X and XI).

We still need to do a better job particularly with HCFA top management and

BPO in providing feedback on validation processes and results. Perhaps consideration
should be given to quarterly briefings following the issuance of our highlight reports.
We also need a better system of categorizing our dollar findings which we are
accommodating with our instructions rewrite. Other needed improvements include:

1. greater capacity to select program areas and providers for review
based on uses of data which suggest aberrancies;

2. improved uses of the computer to provide tighter target
areas once providers or program areas are selected;

3. coordination between QC Programs' CREP activity and the ACS portion
of our validation activity;

4. better communication between ourselves and other HCFA components
in considering the value of recommendations flowing from validation
review findings.

While there is room for improvement in these and other areas, we are pleased

with our progress. We believe that program validation does now and should continue
to play a vital role in searching out ways to conserve program dollars by pointing

up program inequities and inefficiencies characterized by fraud, abuse, and waste.
We are committed to doing everything in our power to make the program work

well and will constantly seek ways to find improvements.
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Attachments

Chart

Chart
Chart

Chart

Chart
Chart
Chart
Ch‘ar:
Chart '

Chart

Chart

I - Summary of Validation Activity Through FY 1980

II - Reports Issued in Final During Fiscal Years 1979 and 1980
and Overpayments and Other Savings Identified

I1I - Reports Issued in Draft But Not Finalized As of September 30,
1980 and Tentative Overpayments and Other Savings Identified

IV - Summary of Draft Reports Completed in FY 1980

V - Summary of Total Central Office and Regional Office
Program Validation Review Draft Reports Planned for FY 81

VI - Detailed Listing of Program Implementation Reviews by
Subject Area

VII - Detailed Listing of Systematic Abuse Reviews by Subject
Area

VII1 - Operations Management System: Tier II Performance;
Initiative - Perform Program Validation Reviews

IX - "Boiler Plate" Language for RA/PID Use in Formating
FY 81 Workplans

X - Letter from Blue Cross of Southerm California

XI - Letter from Ohio State Medicaid Agency
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. Chart I1

' Region or
- Central
¢ Office

] Component

Cenéral
Office

Boston

New York
Philadel>hia
Atlanta
Cﬁicago

ballas

Kansas City

Denver

San

' Francisco
"Seattle

'TOTALS

Reports Issued in Final During Fiscal Yeaws 1979
and 1980 and Overpayments and Other Savings Identified

:natiéutional (Abexrant

Cost_.tudies)

Noninstitutional (Systematic

Abuse Reviews)

. Program Implementation Reylews

FY 1979 FY 1980 FY 1979 FY 1980 FY 1979 FY 1980, “Total " ..
No. Dollars No. Dollars No. Dollars No, Dollars Yo, Dollirs No, Dollars No, Dollars
0§50 7 $1,08472 0 $ 0o 0 § 0 0§ o 0§ 0 7 1,086,472

a . 4 216,198 o0 0o o 0 0 0 1 30,600 6 246,798
o o 2 7,301,200 © 0 1 2,405,000 0° 0 3 13,500,000 6 23,206,200
16 4 10,298 0 0 2 0 0 0o 1 ) 8 10,293
o o | 60,000 1 - 77,800 3 58,022 | 0 3 4,439,859 9  4,635,68
2 o 4 8,096,682 © o s 2,371 o 0 & 15,487,555 15 23,586,608
2 410,650 2 658,071 0 ) 0 0 o 2 7,357,873 6  B,u26,h24
0 o 0 0 o o 0 0 0o 0 o o 0
0o o 1 10,828 5 0 1 1,226 0 0o o 0 7 12,053
1 923,499 | 150,000 © o 4 0 0 0o 0 ) 6 1,073,499

2 __ 19,434 1 226,591 0 oo 0 _2 _500,000 1 207,717 7 __1,013,742

23 SLWI3MI3 28 $17,816,340 6 577,800 16 $2,466,618 3 $500,000 15 $41,023,60h 77 $63,297,775

get



: . Chart 111

Region or Central Institutional (ACS) Noninstitutional.(SAR) Program Implementation Reviews

Reports Issued in Draft But Not Finalized As of 9/30/80 and .

Tentative Overpayments and Other Savings Identified

Office Component  Number Dollars ' Number " Dollars Number Dollars Number &
Central Offtce 11§ 382,809 8 $ 290,591 7 $59,406 ,244 26 $60,079,644
Boston 4 8,800 4 336,229 2 78,400 10 423,429
New York 2 205,726 2 575,953 5 12,949 9 1,194,628
Philadelphia 2 gou,432 8 2,770,407 3 1,100,000 13 4,674,839
Atlanta 13 694,639 i 185,900 3 2,204,373 20 3,084,912
Chicago 6 2,410,000 N 43,032 2 0 12 2,453,032
Dallas 8 1,852,665 olb; 0 6 438,266 W 2,290,931
Kensas City 7 94,628 3 23,214 2 0 12 117,842
Denver 8 277,671 18 2,855 3 8,126 29 288,652
" San Prancisco 10 4,900,000 - 0 0 2 0 12 k,900,000
Seattle 3 923 2 1,458,481 5 - .—335,530 AL 2,231,930
TOTALS L §12,060.23 53 15,686,662 M) $63,983,880 168 81,739,843

9q1



Chart 1V

Summary of Draft Reports Completed in FY 1980

Projected Completed Over/ (Under)
SAR ACS PIR TOTAL SAR ACS PIR TOTAL SAR ACS PIR TOTAL

Centrz) Office 8 16 7 31 8 19 7 34 0 3 0 3

Bosten o4 2 8 7 3 o 3 (1) 2

New York 5 3 6 14 5 4 8 17 0 i 2 3

Philadelphia 5 7 4 16 8 6 i 18 3 () (] 2

Atlanta s 10 6 2) 6 9 6 21 W o 0

Chicego [ 6 6 BRY 8 8 6 22 3 2 0 5

pallas 0 8 7 15 0 8 8 16 () ()} | 1
'Kansas City 4 6 2 12 3 7 2 12 (1) ] ] 0
Denver 6 7 5 18 6 7 3 16 0 ] (2) (2)
San Francisco 0 10 14 0 10 2 12 0 0 (2) (2)
Seattle A 5 6 s 2 4 1 B 2 M a0 @2
TOTALS 4 82 57 185 50 8 56 195 4 7 10

L91



Chart v Summary of Total Central Office and Regional Office
Program Validation Review Draft Reports Planned for FY 81

Systematic Abuse Aberrant Coet Program. Implementation Total

Reviews Studies Reviews Revicws
Central Office ‘ 6 18 6 30
Region I . 2 5 5 12
Reglon II 3 3 7 13
Region III 4 5 3 12
Region IV 5 11 6 22
Régich v 5 3 7 15
"Reglon VI 1 2 s 8
Region VII 1 b 5 7
Region VIII 2 2 [ v 9
Region IX 2 11 5. 18
Region X 2 3 4 9

TOTALS 33 64 58 155

8ST
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Chart VIIL

COMPONENT - BQC

Office of Program V-l’tditlcn

CPCRATIONS HANAGEMGNT SYSTEM: TIER 1| PERFIRMANCE

INITIATIVE

CBJECTIVE

REGIONAL INVOLVEMENT: YES_ X NO___

Perform pragram vnli:lallnn reviews

tnappropriste program uxpendftures

4

DATE

Tdentify MCVA .reimburacment arcsa vulnerable to facorrect or

1. PERFORWICE 1NDICATGRS OR
. STAUADS Fon OBJECTIVE
2. OPERATING STEPS

TVPE
R,L,A [RES. DIV,

PERSGN YEARS®

PROJCCTED COMPLETION DATE

st ot

ATER

2ND QU

(RTER

ZRD QUARTER

Iini ourTER

TOTAL

PRCE, | SUPP,

PERFORWNCE 1HDICATORS OR
STADNDS FOR CBJECTIVE,

1) . ldentify and conduct fevievs op

NCFA program implementation

with & goal of preparing drafg

reports by 9/30/81 egteblish~
ing current or future program

savinge of st least $12 miliion

QPERATIIG STEPS

Conduct reviev and cowplete
drafe reports, °

(1) Centrsl Office
: (a) Meviews « 6 reports

(b) Dollare - $3 million
(2) Rcgional Offfices

(a) Revievs « 52 gepovts

(b} Dollars - §9 willion

,

PLANNED

ACTUNL

PLANMED]

ACTUAL

PLARED

ACTUAL | PLAMRNED)

ACTUAL

PLAMED | AC.

1
203

9
152

1
408 -

13
52

2
702
m
652

2
1002
i6

1002
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COMPONENT _~ BQC

Office ol Progran Velflation

REGIONAL INVOLVEMENT: "' MO,

OPERATIONS MANAGEMENT SYSTEM: TIER |} PERFORMANCE <

INTIATIVE

SOECTIVE

Perform program vslidation revtews

Tdentily 1ICPA relmburacment aveas vulnevable to fncorrect or

irsppropriste program cxpenditures

DATE

PAGE__2

1. PERFORWKE 1:B: on
. _STNDNDS FOR GO ZCTIVE
2. CPERATING STEPS

TYPE

R,LLA [RES, DIV,

PERSON YEARS®

1sT_numnrTER 21D QUARTER

PROJECTED COMPLETION DATE

2RD QUARTER

Iy duAnTER

TOTAL

PROE, _| SUPP, |PLANNED| ACTUAL PLAMED] ACTUAL

PLAMED

ACTUAL

PLANNED

ACTUAL

PLANED

PERFORVACE 1NDICATCRS OR
STADARDS FOR CJECTIVE

2, 1dentify and conduct revievs on

© hoapitals, nursing homea, and
other institutfons providing
services %o HCFA beneficlaries
with a gosl of preparing draft
reports establishing past
overpaynents for recovery and
other program savings of at
leant $10 million dy 9/30/81.

OPERATING STEPS

Conduct reviews and complete
draft reporte,

(1). Central Offtce
{a) Reviews = 18 reportas
(b) Doll.te - §2 mfllfon
(2) Regional Qftjces
(a) Reyiews ~ 46 reports
(b) Dollara’r §8 millfon

152 Jor
10

8
152 4z

12
65X

100%

16
100X
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Lo ) OPERATIONS MANAGEMENT SYSTEM: TIER 11 PERFORANCE DATE

. PAGE_ D .
COMPONEAT = pog INITIATIVE Peyfoym progvam yalidation reviewe
- 0tf{ca of Progrem Volidaticn (BJECTIVE 1dentify HCFA reimbursement areas vulnerable to incorrect or

insppropriste program expenditures

REGIOVAL INOLVC.EAT: YES___ MO '

1, PERFORWICE, INDICATCRS OR PROJECTED COMPLET{OH DATE

]
STANDARDS ‘FOR OMJECTIVE e Las. D1y, [T YEMRS 1s1 aymirer_| 2vo-

[
2, PERATING STEPS RLA R Smou/m I QUARTER TOTAL .
: i _PROF, | SUPP, |PLAMNED| ACTUAL | PLAMNED] ACTUAL|PLAMED{ ACTUAL | PLANED] ACTUAL| PLANED | AC
PERFORMNCE 1HDICAVGRS OR -

STADARDS FOR CBJECTIVE

3.. Identify and conduct reviews . . °
on clusters of physictans
and other neninstitutional
providers with s goal of
preparing draft reports
establighing past overpaymente
fer recovery and other progrem
savings of st least §) millton i
by 9/30/81.

OPERATING STEPS

Conduct revievs and cowplete
draft reports.

(1) Central Office
{a) 2aviev. - o reports

1 1 2 2
(b) Dollere - $600,000 201 A0T J0% 1002
{2) Regional Of3icec
(s) Reviews = 27 reports R . ] 7 ? 8
(b) Dollare - {2,4 millfon . 20% 40X Jo2 1002
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- PERFORMANCE

APPRAISAL” WORK_PLAN

- . ——— — ——— . —— ——— ——— - - - o -

the Vatldation Review Branch in the conduct
and reporting of vatldation studies,

lssued as Final draft

vallidatlion review reports
to a preliminary draft
report stage {for clrcula-
tion to other RO components
and OPV Central Office) at
least consistent with the
numbers shown in the HCFA
1981 Audit Plan (HCFA-81-
40006) .

(b) Oversee completion of
final validatlon draft
reports {(for circulation to

States, Medicare contractors,

etc. for comments and actior
plans) to ensure that all
preliminary draft reports
Issued In FY 1979 ond 1980
are [ssued as final draft
reports and 75 percent of
preliminary draft reports
issued during FY 1981 are

reports during FY 1981.

{c) Oversee completion of
final validation reports
{with State and Medlcare
contractor comments and
action plans lIncorporated,
analyzed, and rebutted as
necessary) to ensure that

out over the year so that a
minimum of 15 percent of
reports are completed during
the first quarter, 35 percent
are completed by the end of
the second quarter, 65 percen
are completed by the end of
the third quarter, and, of
course,. all are completed by
the end of the fiscal year.

(b} Flnal draft report Issued
with 90 days of lssuance of
preliminary report.

{c) Final report issued with-
in 6 months of Issuance of
final draft report.

Chart IX HCFA
P g rosrion PACE_)
Reglonal Quality Control nlvlsloL Dlrectors 10 Regional Offlces !_ or_2_
(RYS SIGIATURE > DATE PERVISON'S SIG DATE © |emainaL REVISION L BEYASLOH -
) DATE:
i os PRIORITY STAUDARDS/RANGES OF PERFORMANCE

KEY_FUNCTIONS AND OBJECTIVES TIER
T3 OBJECTIVES AD_CRITICAL ELEMENTS® Liecd UAITEIY TIMELINESS. QUALLTY )
Supervises and glves executlve direction to 2 3.0 (a) Oversee completion of (a) Workload should be spresd | (a) through (d) Al valida:’

tion reports including
followup reporting to be
completed consistent with
0PV Issued instructions on
validatlon reporting stand
ards {currently In letter
Instructions which will be
manualized durlng the
fiscal year).
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HCFA - PERFORMANCLE “APPRAISAL WORK PLAN_

une ’ LOLLTRE ORGAHIZATION
Reglonal Quality Control Divlsion Dlrectors 10 Regional Offlces "*cﬁ___i___ or2.
OLOYEE'S SICIATUNE.  © DATE SUPERYISOR'S SIGHATUME DATE ORIGINAL KEVISION 1 HEVIG T
: DATE: ’
ons PRIONITY STAIDARNS/RANGES OF PERFORMANCE
KEY_FUNCTIONS AND OBJECTIVES TIER YALUE
£ QMIECTINES AND_CKITICAL ELEHENTSA Liecd QUANTITY AELINES QALITY

ail draft reports Issued
during FY 1979 and 1980 and
25 percent of preliminary
draft reports issued during
FY 1981 are Issued as final
reports during FY 1981,

(d) Oversee completion of
final status reports (ensur-
ing that all actions out-
lined to be taken in final
vallidation reports have been
accompl shed) to ensure that
80 percent of final reports
Issued during FY 1979 and .
1980 result in flnal actions
having been accomplished.

{e} Oversee completion of st
least two rescarch papers
for proposing future multi-
regional vallidation reviews
(beyond FY 1981). These
proposals should typically
be based on findings deter-
mined durlng ongolng vall-
datlon revlews that appear
to have a strong need to
be expanded to a multl-
regional review.

(d) No specific standard on
individual reports.

(e) At least one to be com-
pleted by March 31, 1981, and
at least one other paper to
beacompleud by September 30,
1981,

(attached).

(e) Prepared in accordance
leith standard protocol for
broposing myltl-regional
alidatlon reviews

991
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A11 Yrogr=m Intepzicy Dirnciors

Acting Director
.Division of Validation Reviews
‘0ffice of Progroa Validacion, EGC

.Up:'.ax::‘.ng of Regional Rezcoaendaticns fex .ra:;znn prlenzx.zncn Va.'xi&.ticu
Reviaeus

I= October and Movember of 1978, wuost OPXL Regincel Offices rospeoded to
2 cenmtrai office raqusst and recommerded saveral potentiasl atess for
procgram inplementation validation reviews. A list of the svbject areas’’
schich vour Tegion vecormeaded is attachad (other reyicas thot suggested
fmilar validation reviews are noted in paraacheses).

Pecsuge wa ave row rerdy to begin full Ln"o-""-: cu of the pregrc
rwalidation cflnrt, plaase review the attached list and updata the items
7 (1) delecing thosz subject aveas that arz no longer potentially

--productive ss velidation targets, (2) aiddicg ony pesaible t:«u:g::t araas

bat have come to your atfeatiea in reccot mezths, and {3)
-each reccm=onded project.

The su=t2ry sheet fer each po:""ia.l p'c"r"'.: :L.pl\_'
sbould nat exceecd cna OT WO pa uld
4sguee and backgrouad (including the esctimnted extent of the proeblea),
t&w proposed 2cthedolegy for cenduczing the validacion zeview, the
ostimnted rasovrees conuized, and the expected results ot bunefiss,
i..z:lud"v" p“tenr_* zl Jdollar rccoveries, if zny. Any ccher informavinn
which will fzciiiiate evalustica of the proposal should alco be included.
£ _xa.nple of a proposed project sunmary is a:ui..h_d for your convenience.

-After the \.pdaterx lists, with swemaries, are received in cmual office,
==e will evaluzte thz potential effect and scope (naticnal, regicnal, or
statewide interest) to deterzine those projects in which centzal

-office staff will work with the regions on zctual implementation of
wexlidation efforts. Your office may be asked to provide addirional
iaformazion oo those subject a.':cas.sele.ctc:i Zox further contrzl office

- action.

Pleasa toturn the upizted list of recermendations and suzmariss to the
Surezu of Quality Conczol, Ofiice of Program Validatioa, Div
Vaiidation Revievs, by August 20, 1972, - 7Y vou

concerniny this raquust, pleéase zantaet Les Co

(FTS) 934-872&.

Attachments . .
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BURCAU OF QUALITY CONTROL (HCFA)
. OFFICE OF PROGRAM VALIDPATION - SPECIAL REVIEWS
- "BEGIONAL PROPOSALS' - NATIGNAL PRCGRAM VALIDRITION REVIGSS

Regmml Office: ) Contzact Perscn:

.

© Title of Project:

-Staterment of Issu=(s):

= . (In doscribing the issue, this item should include a

{ sufficient explanation of the condition which exdsts; ,

© % -] the probable csuse of the.problems; and the effect

the issue-is having on the bedicare/Medicaid programs.

The background/justification presented must substantiate
T the key assurptions upon wnich the issuz is based .and

e should include sufficient preliminery information to

] allow a go/no go decision.)

Recomended Methodolory: : - . -

(A key element in evaluating the feasibiiity of a provosal
- is the corplexity of the proposed job: wvzilchility of
the necessary data and policy to sipport the issuz; and
* +] the presentation of alternative approzciies for achieving
+he stated objective.. Accordingly, this itom will
. . include .. concise staterent of the technigues to be

o ~-utiliied, availatility and accessibility of records,
. and the identification of key hurdles to te overcome.
. In essence, this item will describe 'whai" needs to be
done and "how' it will be done.)

——— e

‘Resource Requirements: -

'} CThis item will .include an estimate of .the staff requirements <
needed for the mojor tasks associnted with the projcct (man- -
.days). Staff nceds will be expressed in terms of nwumber,
skills, and staff do and should incorporate the starfing
consicerations or .eafr regicns. Matching the right people with

*+a right job is essential so that indiviiu:l, job, und instituticnal
ds are weighed and meshed to produce b best overall resuits.)

—

D t——
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-Expected Results/Qutputs:

{The proposed outcome of the study is en essential factor in
-r=asuring the worth and contribution of a proposed validation
Teview. Whether the result is an altermative method of
reirbursement, clarification or change to ineffective policy,
~improvement in carrier/intermediary performence, or_potential
targets for further fraud and abuse investigations, an
evaluation of the expected results should be made before
-Yesources are committed or increased. Where possible, the
-expected findings will include an estimate of the potential
Tecoveries/program savings to be gencrutad from the project.)

—

—
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e e

- .Witle of Project: Carnet—Inte—.:dxary—PS“'.) Cooruz::nuon -on D:.sallowcd
Hespital Stays .

- i R _and

:Statement of Issucs: : CT.

. . A B

- Un occasion, a hospital Utilization Reviey Comut..ee, an mtemedxary,
.8 medicaid fiscal agent or a PSRO detcimines that all eor part of an
-dnpatient hospital stay is uwnnecessary. On this basis, payment. to the
hospxtal is cut off. However, -if the.beneficiary Termains in the hosnital
-gad a physician continues to visit the patient, the corrier or the Medicaid
~fiscal agent pays.for these possibly umnecessary visits. Thus, program
_,._.ﬁ:nds may be need.lessly expended. _.. _. —

e ammeenta

s A‘t present, there ensts no ncdxa:u.sn by which 2n ;m.-m*dxary no..:.fxes a.
‘eirrier of the date on which a stay 'is dctermined to be noncovered.
- -
_'_'_'_‘D\:re is also no cross reference bemem_;ntemcdxa.ry ~nd carrier c1a1ms
2. fles.. In addition to the situaticm described ahove, .this lack of i
__' .€1vss cheeks could lead to other situztions of iznrover pavnents such 2s
"7 -office visits being paid while the natient is hospitalized. e need to
-r. Jdetermine if either.situation is_ occurnn" to any s:Lgm.Acant dev'ree.
: . . e ]
P"':mosed ethodoloey: '.“. ‘;__./—“ M A
. _ L

Contact intermediaries and state agencies for z Tecent lxstmg of hospital
cases in vhich the inpatient stay was either cut off or denied.  From.

. these lists, select 2 samole of inpaticnt claicss . !’.eau-st bensficiary

. "aistories covering the same tine ucnod to deterzine what medical services
-were paid for after the cut off. Ruinuest that a medical consultant make
a detemination as to the necessity of the services . light of the fact
that the hospitalizatica wvas umnecessary. Analyzs.results of jomparison,

ﬁumted Resources: ) : . .

" Two R.Q; analysts for :mpronzztexy :Eour wezks, (2t. lus: m zedical
. ‘csnsultant for one week,

.. Bamected RTesults: - - o w

Y

n vcrzndm- upon the ountcome* of the study, vromse a systcs under
- which earriers and Mediezid Tiscal ancents cam reccive notitication
-- gouginely> when coverane of an innatient stay 35 terminated.

7} * Pronose i .. 'ms by which-this informition cm be used.®o gssure
+rar af 1c1s- or .. samnle basis all bills for m=dical sepvices
afivs (ic ent-off date hut nrior to discharee are revieved for-
redical necessity before nmavment. Solutions <o tite problem
w3y differ accomiine to the situation: Medicre with of without
PSRO .involvcmcn; and ‘Medicaid with or without PSIO involvement.
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P e T U e B 0 T W et AV D it R
Directer OFFICE OF THE DIRECTOR
CHARLES E. NOSSLE 30 Eost Breod Straer

Assisrent Directer Columbus, Dhie 43218 .

September 235, 1980

Martin L. Kappert, Director .

Bureau of Quality Control - -

Department of Health and Human Services
. Health Care Financing Administration

e
Baltimore, Maryland 21235 A== -
' o .r.
" Dear Mr. Kappert: ' . : :":( :
Thank you for your recent letter regarding the findings of your office's =~

preliminary validation review of the department's rate-setting process. :>.
This review was particularly beneficial because it was conducted et the o
time the department was instituting a new rate-setting methodology. i

The review revealed that the audits conducted by the two consulting
firms under contract were'deficient in several areas. Such deficiencies
had a material impact in the_calculation of one of the components of the
nursing home per diem. As a'result of the timely identification of the
deficiencies, the department is able to initiate corrective action and
avoid the needlessly expenditure of state and federal dollars. The
identification of a potential 6.5 million dollar overpayment constitutes .
approximately two percent of the department's total Medicaid expenditure -

for nursing home care, o : )

In fact, the department's experience with HCFA in the development and
implementation of the new nursing home program has been exceptionally
positive. In addition to your office's assistance, the Division of
Alternative Reimbursement has been most cooperativé in its timely and
extensive review of the reimbursement policy to ensure its federal
approvability.

The point I'm trying to emphasize in this letter is that expertize provided
while a system is in its development and early implementation phase is
the most beneficial because it prevents problenms.

: . . : Veyruly urs,

A . CLARK R. LAW
Executive Assistant
to the Director

. CRL:dk :
cc: Tom Jazwicki

“An Equal Oppurtunizy Lmployer
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Mr. Clark Law

Executive Assistant :... .-
Department of Public Welfare
State Office Tower

30 East Broad Street

32nd Floor

Colunbus, Ohie 43218

Dear Hr. Law:

The purpose of this letter 1s to stress the immediate action needed to
correct one of the problems identiffed during our prelininary validation
survey of Ohfo nursing homes last month. During the review, wve found that
the maximm allowable rate for general and adninistrative expenses per

day in nursing bomes beginning July 1, 1980 was erroneously cocputed, -
The error in the paximm occurred because {t vas not based on audited

data vhich accommodated the State eriteria for limitations on nursing

tome edoinistrative salaries. As a result, the sarple of cost reports
utilized to deternine the general and administrative (G&A) maximm contained
. nursing home salaries vhich wvere greater than Ohio's criteria for allowvable
aduinistrative salaries.

Upont my staff's disclosure of this problem to you, the Department of Publie
Velfare recozputed the CEA roximm usirng the correct eriteria for administrative
salary limitations to determine the sipnificance of the problem. Your

gaalysis showed that the G&A maximm should be reduced from $10.10 to $9.63

per patient day. Based on last year's patient day statistics of over 14
nillicn Medicaid patient days reirbursed {m nureing homes, the $.47 per day
reduction in the G&A maxdimum should realdirze a saving of $6.5 nillios on an
interim basis snd epproximstely $S nillicn in final payments to nursing homes.

It {s our opinion that because of the significance of the error, the present

GEA maximum ghould be reduced to the proper level icmediately. Any payments
already made to nursing homes using this erroneous maximm should be retroactively
adjusted based on the correct arount. Should the State of Ohio, despite our
pointing out the need for an adjustment, reimburse based on the erroncous ameunt,
it will be paying these costs entirely from State funds as Yederal financial
participstion in such a clearly unalleovable expenditure cannot be made., -

g7-144 0 - 81 - 12
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I vould li{ke to take this opportunity to éomend you on your timely actien

© te Tevicr the sicnifleance of the protlem. Towever, vour further action is

nceled to reduce the R3A maximum to the correct arount as soon 2s possitle.

.Should you have any questions pertaining to Federal financial participation
‘in Yedicaid expenditures, you nay refer them directly to David McNally,

Director, Division of Financial Operations, Bureau of Program Operatious,

© (301) 597-1397. Also, if:I can be of any assistance-to help you to take

. action on this matter, ylease do not hesitate to.call me.

Sincerely gy

Martin L. Kappert
Director
‘Bureau of Nuality Control

ce:
Repional Administrator, Chicago
Repicnal Medicaid Director, Chicaro

Regional PI Director, Chicago

D. McNally - BPO

.Ken Creasy - Director, Department of Public Welfare

M. Rappert
M. Seabrooks
PCIB

D, Nicholson
F. Delillo
G. Vhooley

. L. Berman

Branch
RFCs

.FKV~-13 LBermin/FDekillo:gaf 9/11/80

9/15/80
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APPENDIX K

DEPARTMENT OF HEALTH & HUMAN MERV [CEs.-

Memorzarium
“FEB 06 1091 el FER191
Director -

Bureau of Quality Control

Lack of Criminal Fraud Convictions in the Miar.i?}i “Are {Your Memorandum of
December 19, 1930)—INFORMATION

Regional Administrator
Atlanta

The Acting Administrator has asked me to respond to your very informative memorandum
explaining the prevailing situation concerning criminal fraud convictions and
problems associated with fraud matters in the Miami, Florida area.

I share the concerns you have expressed about the historical problems that exist

in the Miami area in terms of Medicare fraud. 1 also realize that the drastic

decline in criminal convictions serves as a detriment to the Health Care Financing
Administration's (HCFA's) efforts. Your planned orientation training for acquainting

the Office of Investigations (OI) staif with the health insurance programs is commendable.
T'am hopeful that it will serve as a means to help resolve the problem in your

region, and, as you have noted, may well serve as a useful tool in other regional
jurisdictions. .

In your memorandum, you suggested that HCFA should support a "strike force"
effort o deal with cases in certain areas of the country, particularly in south
Florida. A strike force consisting of the Justice Department's prosecutors and
Federal Bureau of Investigation's investigators would perhaps be a viable remedy

to the problem with regard to manpower needs. However, I believe that a response
to your specific request would be more appropriate after we have had an opportunity
to discuss total strategies of fraud and abuse control with the new departmental
leadership and the new HCFA Administrator.

Undoubtedly, you are aware that our staff has been working with the Office of

the Inspector General's (OIG's) staff centraily regarding pending Ol Medicare

cases across the nation. In December 1980, a memorandum was sent to ail Regional
Administrators advising Program Integrity Regional Office (PIRO) staff that

the Special Agents-In-Charge have agreed to more fully represent the administrative
concerns of the PIROs in dealing with the United States Attorneys. Every atiempt
is being made to secure OIG cooperation in a national effort to either investigate
and refer our cases for prosecution, or return them to the PIRO for administrative
sanctions action, if appropriate. This approach should enhance HCFA's position

in taking action to help protect its programs.
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Thank you very much for bringing this matter to our attention. Be assured you

have my support in these matters. Please contact me if I can be of further assistance.
Your staff should direct questions on this subject to Mr. Clarke Bowie, Office

of Program Validation, Field Operations Branch on (FTS) 934-2077.

Attachment
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December 19, 1980

CC; Zteler/Newmern
Regional Administrator Altman/Coliies
HCFA, Atlanta FORD: HARRIS
Glennie; OFO
Lack of Criminal Fraud Convictions in the Miami, Florida, Area
Admin Sig

Due 1/1k
Administrator, HCFA

In 1976, responsibility for the investigation of criminal fraud cases invol-
ving the Medicare program was passed from our Office of Program Integrity to
the Inspector General's Cifice of Investigations. Since OI needed time to
acquire staff, etc., only a few cases were actually transferred to OI from
OPI until early 1978. Sirce 1976, with the exception of cases handled to
completion by OPI, there have been no criminal convictions involving Medicare
in the South Florida (Miami) area.

Given the large Medicare population and the concentraticn of Medicare provi-
ders in that area, opportunities are certainly available for fraudulent ac-
tivity. Our past experience with the area (some 21 criminal convictions
obtained by OPI in the 1976-78 period) and the continuatiou of the same kinds
of potentially criminal activity reflected in the cases OPI now refers to the
Office of Investigations lead us to believe that a cajor problem continues to
exist in terms of Medicare fraud in that area.

This lack of criminal convictions has had further effects. Due to the large
number of initial complaints of potential fraud and abuse we received from
Medicare bepeficiaries through Social Security offices im South Florida, the
Social Security Administration years ago set up a special unit in the Miami
Beach District Office ta which all Social Security offices in the area re-
ferred initlal complaints. This special unit, staffed with as many as six
Field Representatives, screered these complaints and referred on to CPI only
those which had good potential as fraud cases. The volume of complaints has
vow fallen to the point that the unit was disbanded several months ago. We
believe this drop in the number of complaints is directly attributable to the
lack of criminal convictions and the attendant publicity such convictions
received in the wmedia.

We have also detected in Medicare carriers and intermediaries serving this
area a change in attitude toward reporting matters of potential fraud to us
as such. They seem to feel that there is almost no chance of any actica
crizinally and that to report such cases to us can only result in several
years of no action at ali followed by the return of the case to them for
resolution. The facts seem to lend credence to their feelimgs. We, of

course, continue to work with them to see that casés Jare régorted prope ligy
i ~o -n
>7 o et
., . XM g (]
SiouY s :cgt pRe z
3~ S <
53 = m -
- = o)
[}
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-

I met with the OI Special Agent in Charge and OPI representatives in late

- summer  to present this problem and to offer whatever assistance we could to
resolve it. OI seems to feel that the problem is caused by other business
(drug cases, immigration, etc.) tying up the U.S. Attorney's Office and that
the Medicare law and regulations are too "loose" and do not contain specific
penalties for specific fraudulent acts. U.S. Attorneys have, of course, al-
ways had many more cases to prosecute than they can ever handle, and Medicare
cases have always had to compete with cases involving a variety of other of-
fenses. With regard to this and the "looseness" argument, I believe OPI's
record speaks for itself.

At the meeting, I proposed a training program or orientation for OI staff

to acquaint them more adequately with Medicare and Medicaid. The SAC saw
real value in the proposal, and we are now in the process of finmalizing the
agenda. I hope that this training can serve as a pilot project for other
regions experiencing similar problems. Other than this training, no concrete
action plan to resolve the problem came out of our meeting.

This leads to the main purpose of this cemorandum, which is to suggest that
we in HCFA offer whatever support we can to recent recommendations by congres—
sional committees and congressional staff that some kind of "strike force'
effort be mounted to deal with Medicare fraud in certain areas of the country
such as South Florida. This "strike force™ would reportedly be made up of
Justice Department prosecutors and investigators from the FBI or other simi-
lar investigative agency who would te free of other caseload constraints and
would be able to direct concentrated intensive etforts toward securing crimi-
nal indictments and convictions in Mcdlcare cases. I believe that such a
force could have significant izpect (n u rclatively short period of time. I
believe that any success cculd ocily nave positive effects in protecting the
progran frem those who would defraud ft, {n revitalizing our fraud detection
systenm and in recreating the deterrent eiicct on others that only criminal
convictions can have.

. ng7 Zé)

(_', R ATy
(Mre.Y Virginia M. Smyth
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Director, Bureau of Qixality Control ) Septamber 14, 1979

Ragional Director, Office of ‘Program Integrity OPI:BP
Atlanta

Madicare Fraud Deterrance

Following the discussions you had with the OPI staff here several
employees created the attached graphics to ifllustrate their concerns
about the decline in convictions since fraud responsibilities ware
transferred to the Inspector General. I am passing them on for your
informatiorn.

Attachment A is a graph illustrating the nationwide decline in
Hadicare fraud convictions in the last few years. While OPI referrals
to U. S. Attorneys dropped off as soon as OI arrived on the scene, con-
victions remained high as long as QPI's cases were being adjudicated--
approximately another year.

Attachment B breaks out the data for this region only and illustrates
the sams decline locally. I am not aware of any Madicare conviction
OI-Atlepata has achieved independently. Joint investigations have been
‘unwieldy due to different oricntations and approaches of the two staffs
and, hence, have been infrequont.

Attachment ¢ illustrates the close correlation between Ol case presenta-
tions to the U. S. Attorney and prosecutive declinations. On page 69
of his 1978 Annual Report the Inspector Genaral discusses the rapidity
with which OI has obtained Geclinations on what are termed "weak cases.”
This 13 contrastad to figures on declinations received by OPI in the
game period. I cannot undarstand these figures as wa in OPI-Atlanta
have only received perhars a half dozen daclinations in a decade of
activity, nons since the creation of OI, and in no case was declination
due to case megit. Miticating and extralecal factoxrs (such as one
suspect's pre-existing incarceration for murder) were mentioned to

us by U. S. Attorneys.

O has indicated to us that it seeks a prosecutive commitment from
U. S. Attorneys on our cascs before deciding to investigate furthar.
Under the Memorandum of Undarstanding, we have been referring casas
to OI wien thay “show a strowd wetantial for fraud warranting a full-
scale investigation". It was never our policy to present cases to
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the U. S. Attormey at this stage of partial dsvelopment and I cannot
be surprised at the high rate of declination (particularly in view of
OI's presentation techniques discussed in your meeting here). The
- rate of referrals to OI has declined slightly due to a reevaluation
- on our part of the degree of development expected by OI before referral.

Attachment D summarizes the figures represanted in Attachmants B and

C. Thess figures do not always agree with those presented in the
Inspactor General's Annual Report. 1In that reqard, you may wish to
re-read my earlier memo (Attachment E). OPI's figures can be supported
with specific case references, but we can only measure OI activities
by what they have reported to us.

I felt you would want these charts for your reference in view of the
".public posture the Inspector Genseral'has recently taken in forunms

such as tha Chiles’ hearings. 1If you have any questions on any of
this data, Chris.or I will be happy to digcuss it with you.

Prank D, White

HCFA:0PI:Foster:keb 9/14/79
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Nealth Care Finatcinc Alrinistration

- Wowerber 7, 1370

Prank D. White. Rerional Director Refer To: OPI:DS
office of Progran Intecrity, ECFA/Atlanta :

- Wayne Bailey ’
. d/b/a Columbia Yedical Rentals, Ir*o, South Carolins
(File A-49-9-574)

Special Arent In Charze
0ffice of Investigations, Atlanta

After revidwine vour. memorandum of May 7. 1322, vhich states © A review
of the file disclosed rno criniral-violation or other tasis to schednle a

. erininal iavestipation.” wve foruarded the £1ile to our central office for
their revies. ''e have received their replv vhich-quotes the 0ffice of
Ceneral Covnsel’s opfaion on this case as follovs:

"The lancuzce in gection 1777 (L) (2)(R). orohibitine the offer of

any rermumeration in kind to anv nerzon to induce suck persen to
.purchase, lcase, order... aay... item is zost clear. and the described
" practice, 1f conductei voulé fall scuar»lv within the prohibition
- of this atatute.’

‘We realize that vou may not be hanwv to see this case acain: however, in
1ioht of the N°C opinion and fnr the other reascns riven below we feel
it 1s our responsibility to return the case to you for a second look.

Waype Bafley is a mijor summlier of durable wedical eauipmant to *edicare
beneficiaries in South Carolina. Ae a leader in the field. many other

- suppliers look to his practices in order to judra their otm conluct.
If his practice in this case is alloued to ~» unchallenred., ve can expect
other suppliers in South Carolina and elsevhere to likewise ofer such a
deal as no sunpliers in this very comretitive field can oo lon« with such
a conpetitive elpe.

Ve kave. no adninistrative sanction or ather actinn wvhich can effectively
deal with the nroble~.

Tnder the circuhstnnces. we hone that you vill review the matter 2-~ain in
1i+ht of the O5C opinion.

PCFA:OPI " irmons swre: 11/7/7°0
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Acting Director
. Bureau of Quality Control June 6, 1980

Regional Director ) )
Office of Program Integrity ,HCFA/Atlanta ) OPI: WDS

. Office of the Inspector Gencral (OIG) Coopcration in Case Handling
Development and Disposition--ACTION--your memorandum Dated May 19, 1980

- Your memorandum states that the OIG has contacted you requesting a staff
paper describing ways in which they can assist OPV and OP! in the per-
formance of our functions. In our cpinion this is putting the eart before

.the horse. What is desperately and critically neecded are Medicare eriminal
indictments and convictions to deal with criminal fraud and to recreate a
deterrent for committing fraudulent acts. We are having no particular
problems in detecting and referring to Ol what we consider to be very
gond cascs of potential fraud. The very best way the OIG can assist us in the
perf>rmance of our functions is.to aggressively investigate these cases and
prescnt matters of criminal fraud to U.S. Attorneys. We stand ready as we
have since the creation of the GIG to assist them in any way we can to sccure
these much nceded indictments and convictions.

Having said that, there are several speciiic suggestions which we would
ke to offer on how the present process might be improved. These follow
the outline contained in your memorandum,
‘1. ‘Anz i_l:s_.itancus lll_which cooneration between our organizations
could improve the performance of cither or buth units.

. Since crfminal indictments and convictions are of paramount imoortance,
no new initiatives or responsibilities such as civil fraud or beneficiary
fraud should be placed upen Ol so that all their efferts can b- devoted to
- eriminal matters.

Discussions of referred cases between OPI case development staff and OI
case agents prior to COI's initiating any investigative activity on a ziven

case would provide OI with more background into the alleged violation,
Medicare policies and procedures ete., as well as possible lines of inouiry
they might want to follow. This might seam to be an obvioue supgeation,

but this kind of discus=sion does not take place -here. The OIG might consider
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making such discussions mandatory.

Currently Ol's position on suspensions of payments in fraud cases i that

they simply are not involved, that suspensions are HCFA's concern, not
thair's. Since they feel no responsibility for the decision, no priority at

all is given to such cases. This causes us to be extremely reluctant to suspend
payments cven in blatant cases of fraud since an investigation may not even
begin for litcrally years. In referred ‘cases where we have not suspended
payments, Ol feels no responsibility to notify us if an investigation docs
produce sufficicnt evidence of fraud to warrant suspension acticn. We have
been unable to convince them that as a part of the Department of Health and

- Human Services, they have a responsibility to participate in and even

nitiate discussions on suspensions to prevent the Department from continuing
to make rrroneous payments to providers. Some attention to these areas by the
01IG would be of help to us.

2. &91 policies or precedures g_grrenlll !gpplomcntod on a re-
gional basis which have improved the ¢ueperaticn between
' both crganivations. '

We have nothing to offer here..

3. Instances in which OPI's oninion <hould be zolicited priar
to determining the final disposition of a casc.

There has bueen an extremely high incidence of declinations by U.S. Attorneys
of cases that secm to us to have very good prosccutive merit, We would

like to be consulted at the point when O makies a-decisicn to presentea case

to the U.S. Atterncy, so that Ol might have the benefit of our suggestions,
views, etc. Also a *dry run® presecntation to someune’s knowledgeable about
the faces in the case might assist Of in making a*better,® more complete
presentation.

In addition, our being consulted prior to Ol's going to U.S. attorneys might
have prevented the situnations outlined in the attached write-ups of the cases
involving Scott Stein, M.D. and Yolanda Somontcand laria Santiago.

4. Any policics or procecures that could be implemented to im>
prove cur zbility to ¢ffectuate sanctions actions,
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The single most helpful thing OI could do to help us= in the sanctien area
would be to secure criminal cenvictions. The same comment anplics to civil
fraud action as well sinee a summary judgement is all that s needed to prevail
in a civil case after a criminal conviction.

We hope that these suggestions will be helpful.

Frank D. White

- ec: All Regional OPI Directors

HCFA: OPl: WDSimmons: vre: 6/6/80



187
Acting Director, BC . May 1, 1983
Ragional Director, OPI ) . OPI:HDS

Joint OI/OPI Effort to Raduce Pending Backlog--ACTION—Your Mamorandum
of April 10, 1980

Attached arae the completed forms vou requested. Per a telephone
conversation with Fob Emanual, we have not completed the column
headad "Date of Complaint(s)" duo to the amxount of time nacessary
to gathsr this information. If it is readad later, please lat
us know,

This listing of cases pending in OI includes only cases wa have
referred which to our knowledga have not alxeady been referrad to
U.S. Attorneys.

We have a nunmber of concerns with what you are proposing to do,
. such as:

1. A joint effort betwesn OI and OPI staff to present a
large number of cases (some 63 in this reqion) to U.S.
Attorneys raprescnts a =major workload wa have not budgated
.for. Our Case Develorment staff is heavily engaged in
CIEPS and State assessments and will ba for the remainder
of the figcal year. inat activitics are we prepared to
abate in order to do this naw activity?

2. Such joint presentations will put us back very much
in the fraud business acain. U.S. Attorneys recognize

competence and comnitment when they ses it. Many will

accapt cases only if we.agree to continue to work vith

-them. . We aren't prepared to do that.

3. These cases will be very difficult to present nrop-
erly. One of the first thinqs the U.S. Attorney will )
ask is how much money i3 involved here. We won't know
since tha case has not baen develonnd. We will be obli-
gated to point out from tha very beginning that these )
cases have not baen investigated, so we have very few
facts to pressnt to him, U.S. Attorncys like to deal
in facts, not suspicions; therefore:

4. ‘We:can expect a great many if not most of taese

87-144 0 - 81 - 13
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_ cases will ba declined. If the problem is a lack of con-
victions, why are we going through all tais?

5. Based on our past experience, we can expect a consider-
able amount of opposition from OI. In this region, they
have consistently rerfused any assistancs w2 have ever-
offered. What makes us think they will accept this offaer?

6. that assurances do we have that there will be real

comnitment of time, effort, etc., necessary to investi-
gate and help prosecute any cases that are accepted by

U.S. Attorneys as a result of this joint effore? will

we have to go through this aqgain next year to clear out
the pending cazes then? ‘

In swmary, we certainly share your concern over the large number of
cases pending in OX. Wa are deeply distubbed, howaver, with the plansg

you have outlined to deal with these cases and seriously question that
they will in any way be successrful in dealing with the real problems.

Prank D. Whits
Attachment

(-1
All Regional PI Directors

- HCPA:OPI:WDSimmons:keb S5/1/80
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Actinrg Director. .
Burean of fuality Control 2/3/%2

Regfonal Director
Office of Procram Intecrity, HCPA/Atlanta OoPI:WD8

Reviged Merorandum of Un:lerstandins Cetween the Office of the
Inspector Geoneral/0ffice of Izvesti~ations aud the Zealth Carve
Financias Adniaistratiozn-edicare/edicald Fraud--ATTION-~Your
Mexorandum, Janwary 25, 1239

We appreciate tlic opportunity to comment oo the proposed revised nemorandun
of unlerstandin-~. . '

Ve certaiuly aporove of tic propnsals te streoarthen the MU by

giving examples of what the term strons potential for fraud™ really
means. This has caused oroblers in the past which undoubtedly will
continue tut ploninc it lovn sorme will definftely help. Any further
"pianins dewa’ you can do will be annreciated.

Tha vritten notice within £5 Javs of referral will also help comsidarably.
We would lile to see the seennl waracranh an ra~e 3 furtker stroaacthened
by amending this scction to rcad "0 will infore LCFA rectueally

In vritin~ as to whetier they have anncific ohfection to the takins

of concurrent alministratfon/sanetion action br CT4 and their reasons
for such ohicction . e would lile to- cet soretiiine 1n here chat

‘would prohibit such ebjection bascd on varue feelines that ICTA

actions will sorehow "ness un’ the erinmizal action, In this sane
paranraph, we suc~eat adildnp the words “and vhkea' after T...whether
they intend to schicdule the case for investization.

N pa~e 4 with respect to civil fraud, ve wouald 1ik2 to see sone
flexibility rataine? on a re~fon-bv-re~ioa kasis. In resions vhere
Ol 1g unable or declincs to handle civil fraud, OPT siwuld %2 adle to
taka up the slack. T€ wa ~o uwith the U0V as written, w2 ean only say
that in our opisioa this will affectivaly eal civil fraud actions

in this re~ton. OI deore has aever sovn any {aclination te ret involved
with efvil fracd, T lave nover bacn satisficd thieg suificient
erirminal investi-atiou 13 Joae in ~os3t cascs: sdnce eivil frasd
raquires alrost the sa=e effort in {uvestisation. wo simply will sce
the demfse of what can be an eSfective teol for dealias with fraud.
Faourh said,

?rank D, Yhite
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Fow

HEALTH CARE FINANCING AUMINISTRATION

VIORANDUI\(I DEPARTMENT OF HEALTH, EDUCATION, AND WELFAR.
/

) II-E-14
Director DATE:
Office of Program Integrity ren Ton

Frank é. DelLillo, birector
Division of Field Operations’
Offfce of Program Integrity

Continued Need for Program Integrity (PI) Staff To Work Cases Referred
to tine Office of Investigations (OI)

As you know, I had to commit Joe Birdsong, from our Atlanta Regional
Office, to be available for a period up to 6 months to assist a
Justice Department team of central office attorneys prosecuta a major
home health agency chain. This case had been referred through the
HEW Office of Investigations (0I). I was trying to limit Birdseng's
future involvement by obtaining a commitment that OI staff would
perform any interviewing or re-interviewing of witnesses required by
Justice. - Of course, I understood that Birdsong would be required to
be available in courc to explain schedules he had prepared which
traced ownership arrangements and other financial tramsactions
related to these home health agencies.

Lorna Kent, the Justice Department attorney in charge of che team
working this case, advised me by telephone that she needed Joe Birdscng
to work with her on the prosecution and unless we make him available
she will recommend that Justice drop the case, citing non-vooparation
of HEW as the reason. I explained my quandary regarding Joe and Loraa
said that she could use 01 investigators to interview non-accounting
type witnesses, but she would need Birdsong along on interviews with
any accounting related type witnesses. She explained chat she nmight
Heed Birdsong for 6 full weeks in the courtroom and to have him
available for consultation during a period which could extend to 6
months on this case. Lorna Kent said she had explained to ¥athaa Dick,
of OI central office, and would be glad to tell anyone else thar what
Justice needs from HEW on this type of case is assistance in the form
of somecne who has Medicare program knowledge and accounting/auditing
experience.

We do not wish to have Justice drop the case since a conviction could
have significant impact on getting other home health agency cihain-tvpe
organizations to stop illegal and unethical practices, deterring i

’ \
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2

establishment of new homé-health. agency chains intent upon defrauding
the government in a similar manner, and setting precedent for additional
prosecution of other existing home health agency violators. Nathan Dick

agreed to assign a recently hired OI investigator in the Atlanta
who has an audit background, to assist Birdsong in the hope that
experience would enable OI to carry similar cases in the future.
I have-instructed Atlanta OPI to make Birdsong available to work
investigatdon. This will result in some delay in review efforts
administrative overpayment recovery actions we anticipated based

region,
such
Thus,
on this
and

on

Birdsongh ongoing work. related to several other home health agency clains.
I expect to throw some central office accounting office help into this

' _breech in the form of Joe Brewster, Gary Kramer or both to assist

Atlanta with these other reviews.

e S

. . ’ . Frank E. Delillo
ce: vf;ank Hhite_'

Irv Cohen

Bob Dunker

Bobh Fllaa
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APPENDIX L

T
o

é ) ’ -
g C DEPARTMENT OF HEALTH & HUMAN SERVICES Otfice of Inspector General

"'D Washmélon, D.C. 20201

Mr. Bill Halamandaris

Investigator, Special Committee on Aging
Room G-233

Dirksen Senate Office Building

Dear Mr. Halamandaris:

In response to your request for background material concerning
HCFA/OPI§ Yevel—of support of tihe Office of Investigation
operations, I am enclosing a“Eopy of the following:

A\ 89
1. Six memorandums from Philadelphia dated August 27, 1981, to
November 10, 1981, documenting HCFA Quality Control
Division's refusal to assist the OIG and the U.S. Attorney.

2. Memorandum from Robert E. Griffin, OI Special
Agent-In-Charge, Denver, dated December 19, 1980, asking
his HCFA counterpart to note a decrease in HCFA .referrals
and the small dollar amount of past referrals.

3. Memorandum from Special Agent-In-Charge MacAulay, Kansas
City, dated November 7, 1980, pointing out that HCFA/Office
of Program Validation correspondence dated October 17,
1980, (enclosed) allows Regional Program Integrity
Directors to use their own discretion whether to report a
criminal violation to OI.

4., Memorandum from Special Agent-In-Charge Campbell, Seattle,
dated October 7, 1980, and attachment a letter from Denver
Office of Program Integrity (OPI) Director explaining to a
carrier OPI's decreased role in fraud and abuse investiga-
tions.

5. Memorandum from Special Agent-In-Charge Brock, New York,
dated August 15, 1980, which critiques an operating state-
ment proposed by the Acting Director of HCFA's Bureau of
Quality Control (enclosed).

If I or my staff can be of further service to you, please do not
hesitate to call on us.

Sincerely yours,

Richard P. Kusserow
Inspector General

Enclosures
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. C DEPARTMENT OF HEALTH & HUMAN SERVICES
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0ffjce of Investigations
Region 111 ENCLOSURE I

Momorandum
November 10, 1981

CCrIlZ Ly

. David H. Snipe ,d’/%
Acting Assistant Inspector General
for Investigations

Acting Special Aaent-in-Charge
Philadelphia Field Office, 0l

Regionai Quality Control, HCFA (Formerly OPI)

Attached are five (5) mémorandums and letters involving one case matter
and-a three part relationship with HCFA Quality Control, formerly OPI,
U.S. Attorney and Office of Investigations.

The period of time spans 5 months and simply involves requests from

0I and the U.S. Attorney in writing for assistance-from program persons
to work a case. As you mav see from this correspondence, it is a typical
example of relationships with this office much to the detriment of the
agencies mission.

.The. Audit Director and I will take no further action to.attempt to secure

- services of HCFA Quality Control Division based on their refusal to assist

the 0I1G and the U.S. Attorney's office.

~This information. is provided to you for whatever action you may deem
appropriate,

-This is:another example of why an MOU within the agency has effectively

worked to hamper our functions.
A

Jerry Von Tempske

Attachments

TUTTTCR OF ThespeClor uenerar
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August 27, 1980

Tinothy McLain
Acting Associate Reglonal Administrator
Division of Cuality Control

hosistont Special Agent-in-Charge, DHHS
Pniladclphia, PA

Prosrun Assistance
BA-0-308

-

In July, 1981, lou Faiola, Audit Arency, and myself met wvith Allan
Foffman of your staff regarding an investigntion being conducted by
this office of SUEEEERNMENENN, This case vas referred by your
office and is assigned to SA George liallett of this office. It is
gllcged that el crivs blood from Medicare beneficiaries
ard sends the specinen to GEENENEEENENY for the required tests,

forwards the results of the tests to @il
R, Lo cother with an invoice listing the regular price and a
discounbed price.

— also attaches individual bills for cach bencfici..ry at the
standard price. GEEENNERED. p:ys SN the discounted price.
liowever, the bereficiary is glven thc bill with the .standard price
which he/she pays to ODE und subsequently submits to PBS as an unns'-igned
clain. . _

It is requested that your office provide assistance in conducting'a
validation review of the records, to determine the excess chargs to
Medicure for these uncssigned inflated claims for the perfod of

- January, 1979 through February, 1980. Subpeorzed records of Mmhamms
e :nd O arc in this office along with payment information we have .
received fron Pennsylvania [lue Shicld. The United States Attorney's /
Office has reguested this review be done as soon as possible. /

Please advise me of your decision before the close of tusiness on
September 11, 198. . . - ’

Jerry Von Tempske

- 01 s JYONTEMPSKE s wr:8/27/81
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.o ——
‘M f DEPARTMENT OF HEALTH AND HUMAN SERVICES
eimnor a}’ld um HEALTH CARE FINANCING ADMINISTRATION
. .
. Assistant Special Agent-in-Charge
hid ° DHHS Office of the Inspector General DATE: SEP 3 ’98’

Baltimore Field Office

FROM :* Acting Associate Regional Administrator
Division of Quality Control

suBject : Program Assistance - BA-9-308 (Your Memorandum of 8/27/81)

At the present time, our entire staff is engaged in intensive

fiscal year-end activities related to our primary responsibilities,
as was previously discussed with you by Allan Hoffman. I do not
expect staff to be available to assist your office in conducting

a validation review of records necessary to determine any excess
Medicare charges arising from this potential kickback case until
after 10/15/81. Should you require our assistance after that time,//
I will ask a Program Integrity Branch analyst to participate in

your review, 1f you will provide me with specific information as

to the scope of the review, the review method, and the time frames
anticipated.

'17 D ot .y oi’u;’\. e

- . Timothy . McLain

1HS

OFFICE OF \h\':fﬂiéz:g:
T pavTroRT T T
0
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United States Attorney
Eastern District of Pennsylvania

GSG:sas 3310 United States Courthouse ‘
Independcnce Mall West i DFFICE OF 1o *TIoR
601 Market Street y  EALTROCT 'CE
Philadelphia, Pennsylvania 19106 i 0 e oaca
H C [] 4 l..p]
October 2, 1981
. RECEIVEL
Jerry Von Tempske vie 1 3uT
Assistant Special Agent-in-Charge
Office of Investigations, Inspector General
P.0. Box 8049
Philadelphia, PA 19101
Dear Mr. Von Tempske:
In July 1979, this office issued subpoenas for
documents to be produced by principals in the case of Upgys .
et al. . -
o L=
-~

7 Since this case is of interest to the U. S. Attorney's
Office, it would be appreciated if we be advised of the current
status of the investigation and an estimated projection of when
a prosecutive report will be available.

We are aware that investigations of this nature are
complicated and, in many instances, audit assistance is necessary
to examine and analyze the numerous documents involved. We are
also aware of the many demands made on the limited resources
.of your department. However, in view of previous experience,
it appears that program validdtion assistance with audit- \
supervision and 1nvest1gat1ve participation is most productive
from the prosecution standpoint. Accordingly, it is requested
that you consider giving this matter some priority so that
we may determine the prosecution merits of the case. -

Please advise if we can be of any assistance in
expediting this matter. This letter was not requested by
anyone assigned to the Office of Investigations, Department
of Health & Human Services, Philadelphia, Pa.

Very truly yours,

Peter F. Vaira .
United States Attorney

& ‘

¢ 2

= ’ ..;f/i . Q/ ///,4,,, -

- + Gary S, fCla7er o
-Assistant United States Attorney
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UtliCe of Investigations
Region 111
October 30, 1981

Timothy McLafn
Acting Associate Regfonal Administrator
Division of Quality Control, HCFA -

Acting Special Agent-in-Charge
Philadelphia Field Office

R
File £BA-9-308(PH)

August 27, 1981, you advised that after October 15, 1981, an analyst
from your office would assist.on the captioned subJect natter to
resolution.

In your memorandum of September 3, 1981 in response to our request of'//

By lélter of October 2; 1981, the U.S. Attorney requested thathgrogram R
validation assistance with Audit supervision and investigative ™ . -~
participetion be provided on a priority basis to determine prosecut1ve -
-merits of the subject matter, . :

In a telephone conversation with you on October 8, 1981, you advised that
Allen Hoffman of your staff would get back to me on th:s matter. I have
not been contacted as of this date. E '

In your nemorandum of Septesber 3 1981 adesing your 1ntention to prov1de
assistance you indicated you wou]d need specific information as to the -
scope of the review, mathod and the time frames anticipated. The time .
frame is anticipated at 40 calendar days and the scope and the method will -
be provided by the U.S. Attorney. )

Please prov1de your response to me the week of November 2, 981, Attached
are copies of our, correspondence and the letter from the U S. Attbrney.

Jerry Von Tempske

Attachments

Blind cc: David H. Snipe, AIGI .
Linda Z. Marston, Regional Director

Gary Glazer, AUSA

- OI: JVONTENPSKE :wr:10/30/81

‘-
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“Memorandum

T0

¢ FROM

SUBJECT

DCTRARTAICNT U ITEALTIT AARD ITUNOUY OCIeeT

HEALTH CARE FINANCING ADMINISTRATION

. PA 201.2
oAt gy 09 1031
OlanE Or INVESTIGATION N
FAITm" - Refer to

HeoM e
hv, . ]_.__)l

Acting Special Agent-in-Charge
Office of Investigations -
Region 111

! DQC:R3 (1)

Associate Regional Administrator
Division of Quality Control

FECEIVED

R
File #BA-9-308(PH)

This is in response to your memorandum of October 30, 1981, concerning
assistance in the investigation of the subject case.

We indicated in our September 3, 1981 memorandum that we are willing
to provide appropriate assistance in the investigation of this

fraud case. (However, the type of assistance we contemplated was
more advisory than participatory.) Under the Memorandum of Under- /{
standing, currently in effect, our organization is responsible for
the preliminary investigation of fraud, and, the referral to the
Office of Investigations of cases that have strong potential for
fraud. ‘The memorandum of understanding stipulates that assistance
of our organization in full scale fraud investigations shoudd,, //,
be 5nre; and; must be cleared by our central office. )

In your memorandum of October 30, 1981, you did not specify the

type of assistance you needed. However, after contact with a

member of your staff, we concluded that the assistance you are
requesting would involve scheduling charges and costs of laboratory
services provided to beneficiaries in a Skilled Nursing Facility.
The type of work involved seems to be clerical in nature, and, does
not appear to be an appropriate assignment for one of our Program
Analysts. Furthermore, you estimated in your memorandum that the
duration of the assignment would be 40 calendar days. We are
committed to meeting goals established in a negotiated workplan.

A 40 day assignment of one of our Program Analysts to a fraud
investigation could severely hamper our efforts to meet our goals.
Therefore, I am offering you assistance in establishing proceduresl\
for reviewing and scheduling data taken from the documents pertinent
to this case. If you feel that this assistance is not sufficient,
you should direct a request for expanded assistance to the HCFA
Regional Administrator, and, the Director of the Office of Program
Validation in the Bureau of Quality Control Central Office.

°

cc: E. Bryant
" R. Howard
D. Nicholson
A. Hof{man



Refer to:

199

Qllice of lnvestigations

DEPARTMENT OF HEALTH & HUMAN SERVICES .
Oenver Field Office ENCLUSRE IT

Memorandum I
December 29, 1980 . ’
1

CNE

Fogert E: Ei??in, Special Agent-in-Charge

Fraud Referrals to OI From HCFA/OPI

Frank Ishida, Regional Administrator, HCFA

Beginning October 1, 1978, HCFA/OPI began referring fraud
cases to OI. During the past year, the number of referrals
has declined and, during the past six months, there has only
been one.

YEAR FY 79 1st QTR 2nd QTR 3rd OTR '4th QTR TOTAL FY 79

HCFA/QOPI Referrals 1o .2 6 .4 ’?2
YEAR FY 80 ist QTR 2nd-QTR 3rd QTR ' ‘4th QTR TOTAL FY 80
HCFA/OPI1 Referr'als - 5 5 2 . 0 12
YEAR FY 61 1st QTR - .
HCFA/OPI Referrals 1 .

Of the 35 referrals made over the 27 month period, OI accepted 33.
OI closed out five referrals after preliminary inguiries and openead
full scale investigations of the other 28. As of this date, 25
investigations have been completed and the remaining three are still
on-going. These investigations have resulted in four indictments
and twvo convictions. (Indictments involving the

(D-9-86) had to be dismissed after key witnesses made conflicting
statements) . ’ :

An analysis of these 28 cases determined that a large majority were
providers suspected of false billing, double billing, or billing
for services not renderad. A breakdown of the type of providers
referred revealed the following:

Doctors, MD 1
Podiatrists

Chiropractors

Laboratories

Ambulance company

DME . )

Nuxsing Home Owners

Hospitals

Hospital Ancillary Services

LS, HEw

TTSIVED
Jan s 1931

N o ©
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Frank Ishida, Reg. Admiﬂistrator, HCFA
Page 2

A breakdown of these providers by state showed the following:

Colorado 16

Utah 5
Montana 4
Soucn Dakota 1
North Dakota 2
Wyoming 0

A further analysis of these statistics leads to the following
questions:

1. Why has there been such a sharp decline in fraud referrals
to 01?2

2. Why have the majority of the referrals been Medicare Part B
providers and relatively small collar amounts in question?

3. why has not one Medicare Part A case been referred to OI
during the 27 month period? -

I know from prevlous discussions with you and the HCFA/OPI Regional
Director that there are potentially many answers to these. questions
1nc1udlng- low population and low Medicare/Medicaid utilization

in Region VIII area; lack of referrals from carriers; change in

HCFA internal structure; etc. I believe all of us realize that
Region VIII does not have the same fraud problems that some of the
other larger populated regions have, but I don't believe any of us
think that we have eliminated fraud in the Nedicare/Medicaid programs
in this region.

After you have had an opportunity to digest this materlal, I would
like to discuss with you and your staff your thoughts on how we T
could mutually motivate carriers and others to refer potential fraud
cases for investigation. .

Copies to: tﬁz;han D. Dick, AIG-I, OIG X
Leon Rollin, Regional Director, HCFA/OPI, Region VIII



.

Date

From
Subject

To

To

201

5 ‘/é " DEPARTMENT OF HEALTH & HUMAN SERVICES

adiedintd tlw-h.»..._._,__

ENCLOSURE ITT

November 7, 1980

Special Agent in Charge
Kansas City Field Office

:Memorandum

Memo from Don Nicholson to Program Integrity

‘Directors dated Cctober 17, 1980

Re: Development of Cases Suitable

Administrative Sanction

Nathan bP. Dick
Assistant Inspector General
for Investigations

for Civil Fraud/

Attached is a copy of the :rabove-referenced memo. It
appears that .if this action is implemented, that the
Regional Program- Integrity Directors .will use their

own discretion whether to report a
to OI, or, if in their opinion, it

criminal -violation
is in HCFA's best

interest that the matter be handled civilly or’

Pt

Acting Special Agent in Charge

OFFICE OF \NV[SYK'AIIU.AS 30
RECELVED

. ON 3 1580
Cosarce

administratively.
Ian E. MacAulay
oo
By: Thomas J. Tantillo
‘Attachment

é/

oI /+1cf=A~ /
] DaATC
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2 ——

HEALTH CARE FINANCING ADMINISTRATION

Ocr vy o
Program Integrity Directors RECEIVED DATE: . 0
0C7: 01980 " FNVZI
o™ KC '

Office of Program Validation

SUBJECT: Development of Cases Suitable for Civil Fraud/Administrative Sanction

Action—ACTION

As 1 indicated to you during the October 2 conference call, we are recommending
that the regional offices expand their involvement in the identification and develop-
ment of cases suitable for civil fraud/administrative sanction action. The purpose
of this memorandum is to further outline the scope of our recommendations. -

In PIRL 80-1 ("Reviewing Potential Fraud and Abuse Cases for Exclusion/Termination
Action"), we indicated that regional offices should become more aggressive in
identifying and developing cases for administrative sanction action. As we indicated
in this regional letter, the administrative sanction authorities provide HCFA
flexibility in dealing with situations involving abusive or potentially fraudulent
institutional and noninstitutional providers.

We are now expanding this policy by recommending that when the regional office
(RO) has identified the nature of the impropriety, it must make a determination
as to the appropriate course of action to pursue in dealing with the provider;
i.e., the course of action which best serves HCFA's interest in preserving the
integrity of the programs and ensuring that inappropriate program payments

are stopped.

In the case of medically unnecessary services or services which fail to meet profes-
sionally recognized standards of care, the case should be referred to a Professional
Standards Review Organization for an 1157 determination and possible 1160 referral.
In the case of billings for services not rendered, false cost report entries, or other
misrepresentations or false statements in requests for payment, the RO must
evaluate the nature’and severity of the improprieties to determine whether the

case should be referred immediately to the Office of Investigations (OI) without
indepth development by RO staff or whether HCFA's interest would be best served
by the RO developing the case for civil fraud/administrative sanction action

prior to referral for Ol development.

In making its determination to refer/develop the case, the RO should carefuily
weigh the nature of the improprieties,‘the potential for future improper payments
if civil/sanction action is not pursued, and the most appropriate corrective action
to deal with the provider. This will obviously require that RO personnel become
involved in case development 1o a greater extent than they are currently. It

will require that the RO develop the case sufficiently so that (]) any administratjve
sanction action taken by HCFA will stand up before an Administrative Law Judge
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(ALD) hearing, and/or (2) any civil suit pursued by the U.S. Attorney will prevail.
This may entail beneficiary contacts, on-site reviews of records, on-site audits,
etc. Case development of this intensity will require that the RO carefully select
those providers it will review indepth, in order to most efficiently use the resources
available. However, the potential benefits to be realized from developing these
cases and taking sanction action or successfully prosecuting the case in a civil

suit will enhance our ability to deal with institutional/noninstitutional providers
engaged in improper practices and wili demonstrate that we are making full use

of the “tools"” provided to the Secretary to protect the Medicare and Medicaid
programs.

Our efforts in this area will require establishing and maintaining 2 relationship
with U.S. Attorneys responsible for civil fraud in order to establish guidelines
for when a case should be referred for civil action, the types of evidence required
to successfully prosecute the case, and other factors relevant to a successful
civil suit. We have contacted the Department of Justice on this matter and they
have agreed to provide someone to discuss this topic at our next conference.

d a draft manual instruction to j S tions.
We will be sending a copy of this'memorandum and attachment to each Regional

Administrator with a cover note containing suggested language to be incorporated
int N s. Rlease review the material and fee! free to submit
written comments. U _thece ace quecians URICh vou Banl ToSIZTISS, please contact

ton (FTS 934-8000) or myself o
(FTS 934-8470).

]
i

Attachment

87~144 0 - 81 - 14



204

Identification and Development of Cases Suitable for Civil Fraud or Administrative
~Sanction Action

General.—Once the regional office has identified the nature cf the alleged impropriety,
either as a result of the contractor's or the RO's conduct of a preliminary review

of the provider, the RO must determine the most appropriate rourse of action

to deal with the provider; i.e., the course of action which best serves HCFA's

interest in preserving the integrity of the programs and ensuring that inappropriate
program payments are not made.

In the case of medically unnecessary services or services which fail to meet profes-
sionally recognized standards of care, the case should be referred to a PSRO

for a determination (pursuant to section 1157 of the Act) of whether a violation

of the obligations imposed under section 1160 of the Act has been committed.
In the case of billings for. services not rendered, false cost report entries, or other
misrepresentations.or false statements in requests for payments, the RO must
determine whether the nature and severity of the improprieties warrant an immediate
referral of the case to OI for investigation for criminal fraud. The factors which

the RO shou!ld consider in determining whether to refer the case immediately

to Ol are as follows:

1) Are the nature and severity of the improprieties so egregious so as to permit
Ol's expeditious handling of the case.

2) Is the impropriety one which should be immediately referred to OL: kickbacks,
- rebates, and bribes; certification fraud; Medigap fraud (after referral to
BPO)?

3) What are the potential adverse consequentes to the programs and its beneficiaries |
' if administrative sanction and/or civil fraud action is delayed? What is the
likelihood that inappropriate program payments will continue.to be made
. to the provider if administrative sanction action is not taken? -What is the
amount of the potential program overpayment which has been made to the
provider (including administrative costs and other damages resulting from
the provider's improprieties) and which may be recoverable in a civil suit
against the provider?
Where the RO determines, based on its evaluation of these factors, thatitis ~
in HCFA's best interest to pursue civil fraud/administrative sanction action against
the provider (i.e:, civil fraud/administrative sanction action is the most appropriate
and most expedient method of dealing with.the provider and ensuring that inappropriate
“program payments do not continue to-be made to the provider), then theé RO should
proceed with development of the case for civil fraud/administrative sanction
action.
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Because of the level of proof required 1o uphold an administrative sanction in

an ALJ hearing and to prevail in a civil action, it will be necessary to fully develop
each case you intend to pursue civilly or administratively. This may necessitate
beneficiary contacts, on-site reviews of records, on-site audits, and other time-
consuming case development activities. Case development of this intensity wil]
require that the RO carefully select those providers it will review indepth, in

order to most effectively use the avaijlable manpower resources. We would anticipate,
for example, that no more than 15 such cases would be pending in the RO at any

one time.

Notification to Ol.—Once the case has been sufficiently developed to warrant

1) a recommendation to central office to sanction the provider, and/or (2) a
referra] to the U.S. Attorney for civil fraud action, the RO should prepare a written
notification to Ol stating that the case has been referred for administrative sanction
and/or civil fraud action. This notification should also indicate the nature of
the Improprieties and findings to date, as well as the adverse consequences to

the programs if civil fraud/administrative sanction action is not taken (e.g., improper
payments). The notification should be sent to Ol at the same time that the recommendation
to sanction is sent to central office, andfor the referral to the U.S. Attorney
is made.

If Ol contacts the RO and states its belief that the case should be pursued criminally, -
the RO should inform OI that unless a written statement from the U.S. Attorney

is received by the RO which directs the RO not to pursue civil fraud/administrative
sanction action because the U.S. Attorney intends to pursue the matter criminally,
HCFA will continue its efforts to sanction the provider and/or to pursue civil

action against the provider. ’
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UNITED. STATES GOVERNMENT ENCLOSURE IV

FROM

SUBJECT:

DEFARTMFENT OF HEALTI1 AND IIUMAN SERVICES

» h«EMORANDUM OFFICE OF THE INSPECTOR GENERAL

M/s_O19  RECION X, SEATTLE
‘Mr. N. D. Dick, Assistant I ector
General for Investigations]ﬂJ DATE: 10-7-80
’ REFER TO:

Special Agent in Charge
Seattle Field Office

Decreasing OPI Actiﬁity in Fraud and Abuse

Enclosed is a copy of a letter from the Region X CPI Director

to the Medicare Carrier in the State of Washington. The letter
advises the carrier that OPI will no longer participate in the
development of fraud cases and that the carriers will be res-
ponsible for resolving integrity issues and fully developing
potential criminal cases. These criminal cases are to be referr-
ed to OPI for "coordinating any full scale criminal investigationi"

I think that this supports our position in recommending that OI
obtain slots from OPI and that these slots be staffed by Special
Agents whose efforts would be directed toward case development
(enclosed is the proposal we prepared for the SAC-AC relative to
obtaining slots from OPI).-

The State of Washington has a carriér system which is rather unique
in that there are actually 17 d:fferent carriers affiliated through
a common contractor. I have been meeting with these individual
carriers to introduce them to OI. I have been advising them that
although they have certain reporting requirements (i.e. to the
common contractor and then on to OPI) that if they wish or have a
need that they can call OI direct for assistance. In light of
OPI's instructions, I will emphasize this point more strongly. I
think that closer contacts with the claims processing personnel
will increase the number of quality referrals.

Sam, Choeec

Earl M. Campbell

Enclosures

OFFICE OF INVESTIGATINS, it
RECEIVED

031/0, 1560



207

DEPARTMENT OF HEALTH AND HUMAN SERVICES
REGION X
M/s 715 ARCADE PLAZA BUILDING
1321 SECOND AVENUE
SEATTLE. WASHINGTON 96108

HEALTH CARE
FHNANCING ADMINISTRATION

Refer to: HCFA-ROX . ' .
P:CC .

Les Wall

Government Programs Director
Washington Physicians Service
4th & Battery Building, 6th Floor
Seattle, Washington 98121

Dear Mr. Wall: -

As you know, during the past eighteen months the Office of Program Integrity has begun
numerous initiatives aimed at curbing abuse and waste in the Medicare program. In
particular, we have launched a program validation effort directed both at reviewing provider
performance at the point services are delivered and identifying HCFA policies, specifically
in reimbursement, that may be contributing to inappropriate expenditures. Also, much
greater emphasis is now being given to Medicare and Medicaid administrative sanctions
activities, i.e.,, implementation of regulations pertaining to Sections 1157, 1862(d), and
1862(e) of the Social Security Act. .

As a consequence, our personnel resources which were formerly devoted to integrity reviews
and preliminary full-scale investigations nationally will now be used to augment these new-
initiatives. Therefore, in the near future, the carrier's role in developing Medicare integrity
review cases will be expanded. The Medicare Carriers Manual (Chapter XI) is currently
being revised to provide adequate instructions for the contractors. These revisions will be
forwarded to you under separate cover.

Up until now, carriers have had primary responsibility for accomplishing the major portion
of integrity review development, whether fraud or abuse. Such development was generally
carried out under step-by-step OPI/RO direction, with some carriers being given more
latitude than others in appropriate situations. The participation of carriers in the develop-
ment of suspected fraud cases, in particular, has. been limited to furnishing information
about claims and payments. Under the expanded role, carriers will be responsible for
effectively resolving most integrity review cases, and fully developing those remaining, for
referral to us for coordinating any full-scale criminal investigation.

We anticipate that the transfer of the integrity review function to carriers will take place
beginning December 1, 1980, We have discussed this matter with the Medicare Regional
Ofifice, and together we do not feel that the function will require additional funding. If need
for additional resources becomes apparent over time, we will be willing to consider the need
for a’ supplemental budget request.
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My staff is currently in the process of developing 2 training program in early November to
instruct your staff on the proper procedures for the handling of integrity reviews covered by
the new manual chapters. Also included in this training are several other important subject
areas, We feel the training session will be most beneficial to those staff members directly
responsible for carrying out the functions described in the training agenda. A copy of the
training program currently being formulated is attached. If you have additional topics which
you would like addressed please inform Mr. Len Hagen of my staff who will be contacting
you to arrarz~ f~r the up-coming training session and to answer any questions you might
\initially have on the transfer of the integrity review functions. Mr. Hagen may be reached
- on (206) 442-0547. :

Sinccrely,

John W. Daise
Director
Office of Program Integrity

Enclosure
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.ENCLOSURE V

"MEMORANDUM DEPARTMENT OF HEALTIH AND HUMAN SERVICES:

OFFICE OF INSPIZCT(IR GENERAL

TO : Assistant Inspector General DATE: August 15, 1980
for Investigations
: REFER TO:

FROM : Special Agent-in-Charge, OI
New York Field Office

SUBJECT: HCFA/OIG MOU

As you are aware, the Special Agents-in-Charge Advisory Committee (sacag),
in its role of providing you with input from the field on different mat-
ters,has addressed the issue of Memorandums of Understanding (MOU) with
various components of HEALTH AND HUMAN SERVICES. Within that context, SACs
have been polled, and unanimously agree that the need for MOUs no longer
exists. The sentiment among all is that the OI/OIG knows its mandate well
under the Act creating it statutorially, presumes that other departments of
HEALTH AND HUMAN SERVICES are aware of their statutory cnd regulatory
responsibilities, and are prepared to discharge them.

With the above in mind, a copy of the HCFA memorandum, dated 7/14/80, from
the Acting Director, BUREAU OF QUALITY CONTROL, to the Office of the .
Inspector General, Subject: "Revised Operating Statement Between the Office
of Investigations/Office of the Inspector General and the HEALTH CARE
FINANCING ADMINISTRATION", was received with the attached revised MOU or
"operating statement". A review of that document points out that the
HEALTH CARE FINANCING ADMINISTRATION, as with other operating components of
HHS, desires to “do business as usual® which, according to Senator EAGLETON
from Missouri, is precisely what Congress did not want when they created
the Inspector General. There follows an examination, point by point, of
the revisions advccated by HCFA and the feelings of this SAC as to the
disadvantages to OI if those amended provisions are put into effect.

In their chart, prepared for a comparison of the HCFA version, OIG version,
and revisions made to the OIG version, beginning with the first page
reflecting on IX.Al, the matter refers to non-institutional fraud cases
and HCFA's insistence upon a formula to determine whether or not a case
merits referral. Their formula precludes the possibility that a case of
fraud may exist if less than four out of ten violations occur or are
reported. As anyone in criminal investigations knows one such instance
could qualify the case as a strong fraud case if there are aggravating
circumstances that would cause the United States Attorney to feel that the
case has prosecutive appeal.

In addition to the above, with refercnce to this particular subject matter,
it has been proposed by the SACAC that HCFA/OPI no longer be the conduit

OteibE Lr il 2300 3, hidie -

RECEIVED
AUG 221550
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Assistant Inspector General
for Investigations

2/

between the carrier or intermediary and OI. Those referrals should be made
directly to OI, and OI mak. ... Jdetermination as to whether or not fraud
exists, and if not to refer it back then to OPI/HCFA for administrative or
civil action. In that way OI becomes the sole judge as to the merits of
the case with reference to investigation of fraud or prosecutive potential
by being able to discuss it with United States Attorneys. In Mew York,

for the past several months, HCFA/OPI has only acted as the conduit for all
cases referred by BLUE CROSS/BLUE SHIELD. Aggravating that particular
situation is the instance when OI has an existing case which has been
referred by BLUE CROSS and subsequent information is developed by BLUE CROSS.
They insist upon routing that new information through OPI/HCFA well aware
that HCFA is not conducting any investigation. BLUE CROSS/BLUE SKIELD OF
GREATER NEW YORK, the major carrier in Region II, insists that it does this
upon HCFA's specific instructions.

Under II.A.1 it appears as though HCFA misunderstood the intent of the CIG
version. They delete the first paragraph, which to us is extremely important.
They take issue with number five and seven because they maintain that under
five the wording is unclear and would seem to indicate that HCFA would be
performing a full scale investigation type activity. That was not the intent
at all of the fifth statement in that paragraph. It meant that in the event
HCFA did perform investigations that tliey would document discrepancies found.
The paragraph does not suggest that HCFA is to conduct an investigation.
Under seven they maintain that they will not comply with that because "its a-
great deal of effort". This particular point was made at the urging of a
United States Attcrney. 1In the event of prosecution, the United States
Attorney wants to know if HCFA or any other administrative review overlooked
prior unallowable costs without bringing them to the attention of the
provider.

Under V.E HCFA restructures the paragraph and completely eliminates the
preferred meaning stating that they are making the referral process for
institutional and non-institutional cases consistent. This does not assist
us one iota as they are two completely different types of investigation, and
in the instance -of the institutional case, unless the preliminary review
determines that the kickback/rebate was reported and offset against reimburs-
able costs, there is no federal violatien.

Under V.A there is apparently a typographical error where HCFA version reads
"Responsibility for investigation and referral to U.S. Attorney's a beneficiary/
recipient fraud cases will rest with OI". I'm sure they meant HCFA/OPI.
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Assistant Inspector General
for Investigations

3/

Under V.B HCFA maintains that there is no difference in their version from
OIG, yet there is a significant phrase added to the OIG version which is,
"After clearly ascertaining the nature and details of the allegation”.
This gives HCFA license to hold up referral of the case and to interfere
in the investigation in the preliminary stages, to no purpose.

Under V.C HCFA is retaining the right to go to the Postal authorities in
Medicare check forgery cases, maintaining that regulations vest HCFA with
check forgery responsibility and that HCFA has established procedures to
handle forgery cases. Even though HCFA maintains that under 42 CFR they
are vested with the authority of check forgery responsibility there is no
way that the Code of Federal Regulations may abrogate statutory law as
included under 42 USC.

HCFA also maintains that under V.C "0 will continue to provide HCFA with
handwriting analysis support through the FBI Document Lab on all cases of .
forgery which do not involve postal violations or cases declined by Postal
Service due to manpower limitations". This suggests that HCFA has juris-

diction over forgery cases, which is simply not accurate.

Under VIII.D HCFA added the paragraph "The 45 day rule mentioned in Section
IIA.1 above will be closely adhered to by HCFA if no written OI objection

is received in HCFA within this time and there has been no notice that
objection is in transit, appropriate administrative action will be done by
HCFA on the 46th day after referral to OI". This Places the onus upon OI to
report to HCFA, when with every other agency in HHS the ASI as a notification
of a full field investigation is the deterrent to administrative action, and
is the document on which OI should rest.

Under II.A.2 HCFA is ignoring.their responsibilities as the administrating

agency of Medicare. OI is not an operating entity, a program agency, and

should have no civil responsibilities under the act. The last paragraph

"Should OI require HCFA assistance in performing its civil fraud responsibilities,
specific requests should be made pursuant to Section VIIIA. Assistance may

then be provided either independent of or in conjunction with OI so long as

other HCFA workload responsibilities allow such involvement™. The whole
paragraph is an insult to the OI statute which requires cooperation by every
Federal agency including HCFA. For OPI/HCFA to suggest that OI has civil

fraud responsibilities is to interpret the statute differently from Congress.

Under II.A.1 is stated, under the HCFA version, "In the course of the settlement
of the criminal case, HCFA Regional Office will be actively involved in any
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Assistant Inspector General
for Investigations

&/

.pre-sentencing negotiations which would have a bearing on HCFA's ability to

take.....". And continuing under III.E "HCFA will be actively involved in
the negotiation of .any restitution.of funds agreement reached in plea

. bargaining or the probationary determination process". Both paragraphs

suggest a complete naivete in the Federal prosecutive process. Any United
States Attorney would take issue with HCFA dictating a rolé in the prosecutive
process. .In any event we could not bind the U.S. Attorney to this agreement.

Under II.B the HCFA  version deletes an important paragraph from the OIG
version, and yet under their revisions made to OIG version they state
nBasically no change" when in fact there is a substantial change by
deleting the second paragraph.

Under III.B. I am adamantly opposed to the dissemination of any Report of
Investigation to an operating component who is going to use. that Report of

- Investigation for an administrative purpose. I see no need for it. The

action of HCFA administratively may be based only upon the result.of the final
adjudication of the matter in a court of law and not upon any unadjudicated
raw data that may be contained in an OI investigative report. I disagree
with the requirement that OI will provide a copy of the judgment at the time
an action takes place - either the judgment of acquittal or the judgment of
conviction. .It's simply not pertinent to the issue. The mere fact that we
report the judgment is adequate without going to-the trouble and possible
expense of getting-copies of.judgments and providing them to OPI/HCFA.

Under VIIL.A again HCFA is placing conditions upon its cooperation, and under
the law no such condition is allowable. We may, through courtesy, understand
when they are. not able to provide a particular service but for them to
determine the reasonableness of the request is beyond reason itself.

Under III.A-the HCFA version is unnecessary. .Contractors, fiscal agents,
Social Security offices need only be advised one time of OI's jurisdiction
and that ‘may be done by the Inspector General rather than by HCFA. The only
thing that is'needed from HCFA is their assurance that as the administrator
of the program they will .insist upon cocperation of the .contractors and
fiscal agents with OI.

Under II1.C and D second paragraph of HCFA version the parenthesis is not
necessarye.

Under IV HCFA adds,. "Quarterly exchange of case listings between the OI/RO’s
and HCFA/RO's will be made in order to prevent duplication of investigations®.
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Assistant Inspector General
for Investigations

s/

This should be reworded since OI now reports to HCFA on each case it opens,
as it is opened. We should include a statement to the effect that HCFA/RO's
will keep OI/RO’s advised of any cases that may cause duplication of effort.
The quarterly exchange would be unnecessary, redundant, and cause considerably
more work for OI.

Under IIT.G HCFA adds another section "Access to Records". The first sentence
of their paragraph "If access to records is denied during any initial review,
OI should be immediately contacted to discuss the possibility of their
exercising subpoena power”. This would be an improper use of the IG subpoena
since the return would be made to an officer of the Inspector General and
custody relinquished subsequently to OPI. This could cause serious problems
because of the lack of security in most OPI offices. 1In addition, OPI/HCFA
has access to Secretarial subpoena power, which would be more proper in these
instances. In addition, they have sanction authority in such an eventuality
of limiting, suspending or terminating any contractor who does not comply with
the regulations under 42 CFR.

The suggested rewording of Section VIII.A by HCFR places them in a controlling
role over OI which is anathema to independence.

. Richard Brock

Attachment
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APPENDIX i Memorandum.
December 19, 1980 BQC;Action
CC; Eveler/Kewmer
Regional Administrator Altman/Collier
HCFA, Atlanta FORD: HARRIS
Glennie; OFO
Subject Lack of Criminal Fraud Comvictions in the Miami, Florida, Area
Admin Sig
Due 1/14

To Administrator, HCFA

In 1976, responsibility for the investigation of criminal fraud cases invol-
ving the Medicare program was passed from our Office of Program Integrity to
the Inspector General's Office of Investigations. Since OI needed time to
acquire staff, etc., only a few cases were actually transferred to OI from
OPI until early 1978. Since 1976, with the exception of cases handled to
completion by OPI, there have been no criminal convictions involving Medicare
in the South Florida (Mfami) area.

Given the large Medicare population and the concentration of Medicare provi-
ders 1in that area, opportunities are certainly available for fraudulent ac-

. tivity. Our past experieace with the area (some 21 criminal coovictions
obtained by OPI in the 1976-78 period) and the continnatiou of the same kinds
of potentially criminal activity reilected in the cases 0PI now refers to the
Office of Investigations lead us to believe that a rajor problem continues to
exist in terms of Medicare fraud in that area.

This lack of criminal convictions has had further effects. Due to the large
number of initial complaints of poteatial fraud and abuse we received from
Medicare beneficiaries through Social Security offices in South Florida, the
Social Security Administration years age set up a special unit in the Miami
Beach District Office to which all Social Security offices in the area re-
ferred initial complaints. This special unit, staffed with as many as six
Field Representatives, screeced these complaints and referred on to CPI onmly
those which had good potemtial as fraud cases. The volume of complaints has
pow fallen to the point that the unit was disbanded several wonths ago. We
believe this drop in the number of complaints is directly attributable to the
lack of criminal convictions and the attendant publicity such convictions
received in the media.

We have also detected in Medicare carriers and intermediaries serving this
area a change in attitude toward reporting matters of potential fraud to us
as such. They seem to feel that there is almost no chance of any action
eriminally and that to report such cases to us can only result in several
years- of no action at all followed by the return of the case' to them for
resolution. The facts seem to lend credence to their feellmgs., We, of
course, coutinue to work with them to see that cas%@} r::|te réJorted properlicy

d
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I met with the OI Special Agent in Charge and OPI representatives in late
summer to present this problem and to offer whatever assistance we could to
resolve it. OI seems to feel that the problem is caused by other business
(drug cases, immigratiom, etec.) tying up the U.S. Attorney's Office and that
the Medicare law and regulations are too "loose™ and do not contain specific
penalties for specific fraudulent acts. U.S. Attorneys have, of course, al-
ways bad- many more cases to prosecute than they can ever handle, and Medicare
cases have always had to compete with cases involving a variety of other of-
fenses. With regard to this and the "looseness" argument, I believe OPI's
record speaks for itself.

At the meeting, I proposed a training program or oriemntation for OI staff

to acquaint them more adequately with Medicare and Medicaid. The SAC saw
real value in the proposal, and we are now in the process of finalizing the
egenda. I hope that this training can serve as a pilot project for other
reglons experiencing similar problems. Other than this training, no concrete
action plan to resolve the problem came out of our meeting.

This leads to the main purpose of this cemorandum, which is to suggest that
we in HCFA offer whatever support we can to recent recormendations by congres-
sional committees and congressional staff that some kind of "strike force"
effort be mounted to deal with Medicare fraud io certain areas of the country
such as South Florida. This "strike forze” would reportedly be made uvp of
Justice Department prosecutors and investigators from the FBI or other simi-
‘lar investigative agency who would be frce of other caseload comstraints and
would be able to direct concentrated irtensive efforts toward securing crimi-
nal indictments and convictiens In Mudicure cases. I believe that such a
force could have significant izpict in u tclacively short period of time. I
believe that any success could ociy have rositive effects in protecting the
progran from those who would defraud !l.‘:_n revitalizing our fraud detection
system and in recreating the deterrest e¢ifcct on others that only criminal
convictions can have.

. : ,?A P =

) (.‘fn.{"lrglnia M. Smyth
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Wlnifed Hlates Denale

SPEC;Ai. COMMITTEE ON AGING

WASHINGTON, (3.C. 20510

November 19, 1981

Joseph E. Ross, Chief
Congressional Research Service
American Law Division
Library of Congress
Washington, D.C. 20540

Dear Mr. Ross:

The Senate Special Committee on Aging, which I chair, and the Senate
Finance Committee, chaired by Senator Bob Dole, have scheduled oversight
hearings on the Office of the Inspector General of the Department of Health
and Human Services for December 9, 1981. In preparing for this activity, we
have encountered considerable confusion with regard to the legislation establishing
the office and its intended operation.

In general, these questions center around issues of authority and independence.
Specifically, we could use your assistance in determining the following:

1) In terms of the Inspector General's operation within the Department
of Health and Human Services, how much autonomy was intended
with regard to budgeting, reporting, hiring, and firing?

Was it intended that all existent resources dedicated to the control

of the fraud, abuse and program mismanagement at the time the

office was created be consolidated under the 1G? If not, what guidance,
if any was provided by Congress?

2

3

What documentation must HHS have developed in order to effect
the transfer? Please consider all applicable statutes and regulations.

4

How broadly was the role of HHS IG conceived? Was it to encompass
all activities relating to fraud, abuse and waste? Was it conceived

to be more limited in authority? Specifically, was it conceived

to be essentially an “audit" function? Or, were there broader concerns
relating to the identification of fraud, abuse and waste; recommendations
for program change; and case investigations to support civil and
criminal prosecutions. :

5

What was Congress' intent with respect to law enforcement powers
for the 1G? Is there a discrepancy in the treatment of the HHS
IG and other statutory IGs in this regard?

6

What remedies are available under existing statutes to deat with
the problems identified by the IG in the performance of his duties?
Please include civil, criminal, and administrative sanctions to the
extent possible.
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Joseph E. Ross
Page 2

(Please include relevant proposals in the pending criminal code revision
legislation in your review.)

7) What is the legal relationship of the IG, the FBI and the Attorney
General?

8) With regard to questions of jurisdiction and general authority, please
examine the policies contained in the items listed below for their
consistency with Congress' intent in creating the IG, DHHS:

A. Office of Management and Budget
1. Circular A-19 (September 20, 1979)
2. Circular A-73 (December 3, 1979)

B. Executive Office of U.S. Attorney's manual revision (supplied to
Maureen Murphy of your staff — 11/18/81)

C. FBI transmittal, 7/24/81 from Director Webster to SAC {copy
supplied to Maureen Murphy -- 11/18/81)

D. Office of Program Validation/HCFA

1. Memo, dated September 10, 1981, from Don Nicholson to
David Snipe (copy supplied to Maureen Murphy -- 11/18/81)

2. Memo, dated September 16, 1981, including transmittal from
Don Nicholson (copy supplied to Maureen Murphy -- 11/18/81)
9) Please compare the HHS IG with other statutory IGs for any substantive
diserepancy in authority or independence of operation.
We appreciate your assistance in this matter. If you have any questions
on this matter, plcasc coatact Bill Ilalamandaris or David Holton of my Aging

Committee staff at 224-5364.

Sincerely, .

JOHN HEINZ
Chairman

JH/bht
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

CIRCULAR NO. A-19
Revised

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Legislative coordination and clearance

1. Purpose. This Circular outlines procedures for the co-
‘ordination and clearance by the Office of Management and
Budget (OMB) of agency recommendations on proposed, pending,
and enrolled legislation. It also includes instructions on
the timing and preparation of agency legislative programs.

2. Rescission. This revision supersedes and reséinds
Circular No. A-19, Revised, dated July 31, 1972.

3. Background. OMB performs legislative coordination and
clearance functions 'to (a) assist the President in develop-
ing a positigpn on 1legislation, (b) make known the Adminis-
tration's position on legislation for thé guidance of the
ag.er}‘ci,,es and information of Congress, (c¢) assure appropri-
ate consideration of the views of all affected agencies,
and. (d) assist the President with respect to action on
enrolled bills. . -
»

4. Coverage. All executive branch agencies {as defined in
section 5b) are subject to the provisions of this Circular,
except those ageneies that are specifically required by law
to transmit their legislative proposals, reports, or testi-~
mony to the Congress without prior clearance. OMB will,
however, honor requests from such agencies for advice on
the relationship of particular legislation, reports, or
testimony to the program of the President. The municipal
government of the District of Columbia is covered to _the
extent that legislation involves the relationship between it
and the Federal Government. Agencies of the legislative and
judicial branches are not covered by this Circular.

5. Definitions. For the purpose of this Circular, the
following definitions apply:
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a. Advice. Information transmitted to an agency by OMB
stating the relationship of particular legislation and’
" reports thereon to the program of the President or stating
the views of OMB as a staff agency for the President with
respect to such legislation and reports.

b. Agency. Any executive department or independent
commission, board, bureau, office, agency, Government-owned
or controlled corporation, or other establishment  of  the-
Government;\including any regulatory commission or board and
also the municipal government of the District of Columbia.

14

i c. Proposed legislation.* A draft bill or any support-

ing document (e.g., Speaker letter, section-by-section
analysis, statement of purpose and justification, etc.) that
an agency wishes to present to Congress for its considera-
tion. Also, any proposal for or endorsement of Federal
legislation included in an agency's annual or special report
or in other written form which an agency proposes to trans-
mit -to Congress, or to any Member or committee, officer or
employee of Congress, or staff of any committee or Member,

or to make available to any study group, commissibn, or the
puPlic. ’ :
- . .

d. Pending bill. Any bill or resolution that has been
ifittoduced in Congress or any amendment to a bill or resolu-
tion while in committee or when proposed for House or Senate
flobr consideration during debate. Also, any proposal
placed before the conferees on a bill that has passed both
Houses. -

e. Report (including testimony).” Any written expres-
sion of official views prepared by an agency on a pending
bill for (1) transmittal to any committee, Member, officer
or employee .of Congress, or staff of any committee or
Member, or (2) presentation as testimony before a congres-
sional committee. Also, any comment or recommendation on
pending legislation included in an agency's annual  or
special report that an agency proposes to transmit- to
Congress, or any Member or committee, or to make available
to any study group, commission, or the public.

* The terms "proposed legislation" and "report" do not in-
clude materials submitted in justification of appropriation

‘requests or proposals for reorganization plans.
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f. Enrolled bill. A bill or resolution passed by both
Houses of Congress and presented’ to the President for
action. :

g. Views letter. An agency's written comments provided
at the request of OMB on a pending bill or on another agen-
cy's proposed legislation, report, or testimony.

6. Agency legislative programs.

a. Submission to OMB. Each agency shall prepare and
submit to OMB annually its proposed legislative program for
- the next session of Congress. 1If an agency has no legis-
lative program, it should submit a statement to this
effect.

b. Purposes of legislative program submission. The
essential purposes for requiring agencies to submit annual
legislative programs are: (1) to assist agency planning for
legislative objectives; (2) to help agencies coordinate
their legislative program with the preparation of their
annual budget submissions to OMB; (3) to give agencies an
obportunity,}o recommend specific proposals for Presidential
endorsement; and (4) to aid OMB and other staff of the
Executive Office of the President in developing the
PreSident's legislative program, budget, and' annual and
sperial messages.

v €. Timing of submission to OMB. (1) Each agency shall
submit its proposed legislative program to OMB at the -same
time as it initially submits its annual budget request as
required by OMB ,Circular No. A-1ll. Timely submission is
essential if the programs are to serve the purposes set
forth in section 6b. :

(2) Items that are not included in an agency's
legislative program and have significant upward budget
impact will not be considered after the budget is prepared
unless they result from circumstances not foreseeable at the
-time of final budget decisions.

d. 'Number of copies. Each agency shall furnish 25
copies of its proposed legislative program to OMB. These
copies will be distributed by OMB within the Executive
Office of the President.
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e. Program content. Each agency shall prepare its
legislative program in accordance with the instructions in
Attachment A. Agency submissions shall include:

(1) All items of legislation that an agency
contemplates proposing to Congrgss (or actively supporting,
if already pending legislation) during the coming session,
including proposals to extend expiring laws or repeal
provisions of existing laws. These items should be based.on -

policy-level decisions within the agency and should take
into account the President's known legislative, budgetary,

and other relevant policies. Agencies' proposed legislatiﬁe

.programs should identify those items of sufficient
importance to be included ‘in the President's legislative
program.

) (2) A separate list of legislative proposals under
active consideration in the agency that are not yet ready
for inclusion in its proposed legislative program. For each
item in this 1list, the agency should indicate when it
expects to reach a policy-level decision and, specifically,
whether it expects to propose the item in time for its
cofsideration for inclusion _in the annual budget under
preparation. . - s

e (3) A separate list of all laws or provisions of
law affecting an “agency that will expire between the date

" the 'program 1S submitted to OMB and the end of the two
following calendar years, whether or not the agency plans to
propose their extension. -

(4) Al jtems in the submissions that are proposed,
or expected to be proposed, for inclusion in the annual
budget shall be accompanied by a tabulation showing amounts
of budget -authority and outlays or other measure of budget-
ary impact for the budget year and for each of the four
succeeding fiscal years. See section 201(a)(5),(6), and
(12) of the Budget and Accounting Act, 1921, as amended
(31 U.S.C. 1l(a)(i2)). Criteria in OMB Circular No. A-11l
shall be used in preparing these tabulations.

(5) All items covered by section 6e(4) above shall
also be accompanied by estimates of work-years of employment
and ot personnel required to carry out the proposal in the
budget year and four succeeding fiscal years.
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f. Relationship to advice. Submission of a legislative
program to OMB does not constitute a request for advice on
individual legislative proposals. Such requests should be
made in the manner prescribed in section 7 of this Circular.

7. Submission of agency proposed legislation and reports.

a. Submission to OMB. Before an agency transmits
proposed legislation or a report (including testimony)
outside the executive branch, it shall submit the proposed

legislation “or report or testimony to OMB for coord1nat10n
and clearance.

b. Agency scheduling of submissions. Agencies should
not commit themselves to testify on pending bills or to sub-
mit reports or proposed legislation to Congress on a time
schedule that does not allow orderly coordination and clear-
ance. To facilitate congressional action on Administration
proposals and to forestall hasty, last-minute clearance
requests, agencies should plan their submissions to OMB on a
time schedule that will permit orderly coordination and
clearance. Particular care should be given to ensuring that
drhft leglslatlon to carry _out Presidential legislative
recommendatidns is submitted promptly to OMB -to allow suffi-

cient time for analysis and review.
.‘E‘YO - N

. Timing of agency submissions.

. (1) Agencies should submit proposed legislation,
reports, and testimony to OMB well in advance of the desired
date of transmission to Congress. -

(2) Agencies should include in their submissions to
OMB of proposed reports and testimony a copy of any commit-
tee request for such reports and testimony, if the request
calls for special information or includes specific questions
to be covered in the reports or testimony. .

(3) Depending on the complexity and significance of
the subject matter, the policy issues involved, and the
number of agencies affected, an adequate period for clear-
ance by OMB may range from several days to a number of
months. Agencies shall consult with OMB staff as to neces-
‘sary periods for clearance, particularly in cases of major
or complex legislation.
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(4) On occasion, very short periods for clearances
may be unavoidable because of congressional time schedules-
or other factors. Nevertheless, agencies should make every
effort to give OMB a minimum of five full working days for
clearance of proposed reports or testimony. :

(5) Agencies shall state in their transmittal
letters to OMB any information on congressional schedules or
‘"other special circumstances that may ' require expedited .
clearance. . . ’
d. Number of copies. Agencies should furnish to OMB 10
copies of proposed legislation and supporting materials and
" six copies of draft reports or testimony. If wide circula-
_ tion or expedited action is required, the originating agency
shall consult informally in advance with OMB staff on the
number of copies to be supplied. Similarly, agencies should
furnish to OMB six copies of their views letters on other

agencies' proposed legislation, reports, or testimony.

e. Submission of legislation authorizing the enactment
of new budget authority.

\ Section 607 of P.L. 93-244, the Congressional Budget
Act of 1974, requires year-ahead requests for authorizing
thegenactment of new budget authority, as follows:

* "Notwithstanding any other provision of law, any
request for the enactment of legislation author-

* izing the enactment of new budget authority to
continue a program or activity for a fiscal year ~
(beginning with the fiscal. year commencing"
October 1, *1976) shall be submitted to the
Congress not later than May 15 of the year pre-
ceding the year in which such fiscal year begins.
In the case of a request for the enactment of
legislation authorizing the enactment of new
budget authority for a new program or activity
which is~ to continue for more than one fiscal -
year, such request shall be submitted for at least
the first 2 fiscal years."

Attachment B sets forth instructions, necessitated
by section 607 of P.L. 93-344, for the preparation and sub~
mission to Congress of 1legislative proposals authorizing
additional appropriations or providing new budget authority
outside of appropriation acts.
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f. Items to be included in agency submissions.

(1) Agencies should identify proposed legislatidﬁ

submitted to OMB by using the number assigned to the o

proposal in the agency's legislative program submission;
e.g., Agriculture, 96-12 (see Attachment A). Each legis-
lative proposal shall include a draft transmittal letter to
the Speaker of the House and the President of the Senate as
well as background information and justification, including -
where applicable: : ’

(a) a section-by-section analysis of the pro-
visions of the proposed legislation; ’

(b) comparison with existing law presented in
"Ramseyer® or "Cordon" rule form by underscoring proposed
additions to existing law and bracketing the text of .
proposed deletions (This need be done only when it would
facilitate understanding of the proposed legislation.);

(c) budgetary and personnel impacts as described
in sections 6e(4) and (5), including a statement of the
relationship of these estimates to those previously incorpo-
rated in tha President's budgetary -program. (Public Law
89-554, 5 U.S.C. 2953, requires in certain cases that agen-
cies, »in proposing legislation and in submitting reports
favoring legislation, provide estimates of expenditures and
personnel that would be needed. Public Law 91-510, sections
252(a) (2 U.S.C. 190j) and 252(b) imposes similar require-
ments on congressional committees.);

(d) comparison with previous agency proposalé or
related bills intr'oduced in the Congress;

. (e) an identification of other agencies that
have an interest in the proposal;

(£) an indication of any consultation with other
agencies in the development of the proposal; and

(g) information required by statute or by
Administration policies, as, for example, that noted in

section 7h below.

(2) Similarly, in their letters to OMB requesting
advice on reports or testimony, agencies should identify



228

8

related bills and set forth any. relevant comments not*
included in the report or testimony itself. As indicated in
section 7f£(l)(c), certain reports or testimony .favoring
legislation are required by law to include budget and
personnel estimates. Where such estimates are not included
in other reports or in ‘testimony favoring or opposing
legislation, agencies should provide in their letters to OMB
a statement of budgetary and personnel impacts as described.
in sections 6e(4) and (5), including a statement of ‘the
relationship of these estimates to those previously
incorporated in the President's budgetary program. .

(3) In cases where legislation carries out a
Presidential recommendation, agencies should include in the
proposed report or the letter transmitting proposed legis-~
lation a statement identifying the recommendation and indi-
cating the degree to which the legislation concerned will
carry it out.

g. Views letters. In views letters to OMB, an agency
should indicate whether it supports, opposes, or has no
objection to all or part of a pending bill or of another
agency's prdposed legislation, report, or testimony and
should state the reasons for its position. If an agency
proposes changes to  a pending bill or to another agency's
submission, its -views letter should recommend, insofar as
practicable, specific substitute language.

' h. Certain statutory and other requirements and Admin-

istration policies. Agencies shall carefully consider and
take into account certain requirements of existing statutes
and Executive orders and Administration policies and direc-
tives that are of general applicability. Agency reports and
proposed legislation shall, to the maximum extent possible,
contain or be accompanied by appropriate recommendations,

statements, or provisions to give effect to such requlre-
ments, including but not limited to:

(1) <c¢ivil rights
(2) Environmental impact
{(3) Economic impact

(4) Federal budgetary impact and personnel
requirements
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(5) Federal and non-federal paperwork requirements,

(7) State and local goverﬁment impact
(8) Urban and cbmmunity impact

i. Drafting service. Agencies need not submit for
clearance bills that they prepare as a drafting service for
a congressional committee or a Member of Congress, provided '
that they’state in their transmittal letters that the draft- _
ing service does not constitute a commitment with respect to
the position of the Administration or the agency. Agencxes
shall advise OMB of these drafting service requests while
‘the requests are being complied with, and supply a copy of
the request, if in writing. A copy of each such draft bill
and the accompanying letter should be furnished to OMB at
the time of transmittal, together with an explanatory state-
ment of what the bill would accomplish if that is not con-

tained in the transmittal letter.

j. Use of "no comment™ reports. Agencies should submit
no comment reports, only when they have no interest in the
pendxng legislation or nothing to _.contribute by way of
informed comment. Agencies should submit -such reports for
cleagance, unless . a different procedure 1is informally
ar?anged with OMB. In either event, they should furnish OMB
with one copy of each such report at the t1me it is trans-
mitted to Congress. . -

]
8. Clearance-of agency proposed legislation and reports.

a. OMB actipn on agency submissions.

(1) OMB will undertake the necessary coordination
with other " interested agencies of an agency's proposed
legislation or report. If congressional committees have not
requested reports from all of the interested agencies,_ OMB
will request other agency views within specified time
limits. OMB will consult with the President, when
appropriate, and undertake such staff work for him as may be
necessary in cooperation with other Presidential staff. OMB
may request the originating agency to provide additional
information or. may call interagency meetings to exchange
views, resolve differences of opinion, or clarify the facts.

(2) When coordination is completed, OMB wil; trans-
mit advice to the appropriate agencies, either in writing or
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by telephone. In transmitting advice, OMB may indicate -
considerations that agencies should or may wish to take into

account before submitting proposed legislation or reports to
Ccongress.

b. Forms of OMB advice. The exact form of OMB advice
will vary to suit the particular case. The basic forms of
advice that are commonly used are set fotth and explained
in Attachment C. ‘

Y
-

c. Agency action on receipt of advice from OMB. .

(1) Agencies shall incorporate the advice received
from OMB in their reports and in their letters transmitting
proposed legislation to Congress. Advice on testimony is
usually not included in the testimony as delivered unless it
would be likely to have a significant effect on a commit~
tee's consideration of particular legislation or would not
otherwise be available to a committee through a written
report.

(2) In the case of reports, receipt of advice con-
traé& to views expressed does not require an agency to
change its views. In such cases, however, "the agency will
reviey Wits position. If it decides to modify its views, the
agency shall consult with OMB to determine what change, if
any, »in advice previously received is appropriate. If,
after the review, the views of the agency are not modified,’
it shall incorporate in its report the full advice it
received. ’ . ’

(3) In the tase of proposed legislation, the origi-
nating agency shall not submit to Congress any proposal that
OMB has advised is in conflict with the program of the
President or has asked the agency to reconsider as a result
of the coordination process. In such cases, OMB will inform
the agency of the reasons for its action. -

(4) Agencies are expected to transmit reports and
proposed legislation to Congress promptly after receiving
OMB clearance. Should circumstances arise that make prompt
transmittal inadvisable, the agency shall immediately notify
OoMB. Similarly, in the case of cleared testimony, the
agency shall immediately notify OMB if its testimony has
been cancelled or rescheduled.
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{(5) Agencies should observe the instructions in
House and Senate rules to forward proposed legislation or
various reports required by law to the Speaker of the House
and the President of the Senate. Reports that have been ..
requested by committee chairmen on bills and resolutions
pending before their committees should be transmitted
directly to the requesting committees. ..

(6) Agencies shall furnish to OMB two copies of ally
proposed legislation, transmittal letters and accompanylng

materials;x and reports (including testimony) in the form .-
actually transmitted to the Congress. If reports or testi-

mony cover more than one bill, agencies shall furnish two
_copies for each bill.

d. Agency action where prior clearance has not been
effected.

(1) Agencies shall not submit to Congress proposed
legislation that has not been coordinated and cleared within
the executive branch in accordance with this Circular.

(2) If congressional time schedules do not allow an
agency to