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investigations Of Medicare And 
Medicaid Fraud And Abuse-- 
improvements  Needed 

Department of Health, Education, and Welfare 

Investigations of Medicare fraud and abuse " 
were weak in that: 

:-Some fraud complaints were closed pre- 
maturely because of inadequate investi- 
gations. 

--Sampling procedures and monitoring of 
regional office and contractor investiga- 
tion,s wurc inadequate. 

Federal action against Medicaid fraud and 
abuse has been minimal. Medicare and Medi- 
caid fraud and abuse inw~sllgations were not 
Nell coord ina ted .  Recent o, ganizational 
:hanges in HEW should chamte the extent and 
J=rection of its fraud and abuse investigalions. 
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CoMPTROL .L~R  GENERAL. Ol ~ THE U N I T E D  ST.ATII~ • 
" - .  WAm".NGTON. O.C.. 

The Honorable Herman E. Talmadge 
Chairman, Subcommittee on Health 
Committee on Finance 
United States Senate 

Dear Mr. Chairman: 

Pursuant to your request of February 18, 1975, this 
report describes the-Department of Health, Education, and 
Welfare's investigations of Medicare and Medicaid fraud and 
abuse. . It also discusses prosecution activities of the 
Department of Justicer-and State Medicaid fraud and abuse 
investigations in California and Missouri. 

As agreed with your office, we are sending copies of 
the report tO the Chairman, Subcommittee on Health and 
the Environment, House Committee on Interstate and Foreign 
Commerce, and the Chairman, • Subcommittee on Health, House 
Committee on Ways and Means. 

This report contains recommendations to the Secretary 
of Health, Education, and Welfare which are set forth on 
pages 42 and .43. As. you know, section 236 of the Legisla ~ 
tire Reorganization Act of 1970 requires the head ef a Fed- 

eral agency to submit a. writfen ~ statement on actions taken 
on our recommendations to the House Committee on Governmenc 
Operations and the Senate Committee on Governmental Affairs 
not later than/60 days after the date of the report and to 
the House and Senate Committees on Appropriatiors with the 
agency's first request for appropriations made more than 
60 days after the date of the report. We will De in touch 
with your office in the near future to arrange for release 
of the repo;rt so that the requirements of section 236 can 
De set ~ motion. 

Comptroller General 
of the United States 

.' . J . . 
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COMPTROLLER GENERAL'S 
REPORT TO THE 
SUBCOMMITTEE ON HEALTH 
SENATE COMMITTEE ON FINANCE 

D I G E S T  

MEDICARE :'- 

INVESTIGATIONS OF MEDICARE AND 
MEDICAID FRAUD AND ABUSE-- 
IMPROVEMENTS NEEDED 
Department of Health, Education, 

and Welfare 

L'. 

Medicare abuse casEs--mostly involving com- 
plaints about physicians who violate agree- 
ments to accept the amount allowed by Medi- 
care as the full charge, other improper 
billing practices; or.unnecessary services-- 
are usually closed when complaints are sat- 
isfactorily resolved. 

Fraud caSes--usually involving complaints • 
about billings for services that were not 
rendered or about duplicate billings-- 
receive further investigation if the com- 
plaints appear valid. 

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

No system setting out priorities has been de- 
veloped for dgrecting the investigations. The ~ 
Bureau of Health Insurance, Department of 
Health, Education, and Welfare (HEW), has a ~ 
system that only ranks the importance of com ~ 
plaints to be investigated if there is a back- 
log. 

The Bureau recognizes the need for evaluating 
its work and for ~ore self-initiated work, es- 
pecially regardin 9 fraud and abuse by hospi- 
tals, nursing homes, and home-health agencies. 

A reorganization had been proposed by the 
Bureau to solve these problems. While some of 
the •actions called for in the reorganization 
had been implemented, the reorganization had 
not been approved at the time of GAO's review. 
The major problem delaying a decision at that 
time was the relationship of the Bureau's 
responsibilities in Medicare investigations 
with those of HEW's Office of Investigations. 

~ J .  Upon ro'noval, the roport 
cover date should be ~ote~ hcreon. 
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:;~" closed prematurely because" 

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

point to fraud. 

_-investigations were inadequate. 

--Contractors (private organizations helping 
to administer Medicare) tended to seek re- 
covery of overpayment3 on specific com- 
plaints rather th~n to look for fraud. (See 

p. 16.) 

Because the Bureau's sampling procedures do 
not require an adequate sample size, fraudulent 
practices can go undetected. A larger sample 

is needed. (See P.• 15.) 

PerSonnel conducting investigations generally 
did not have prior investigative:training°r 
experience. However, this did not appear to 
cause the inadequacies GAO noted. The Bureau 
recognizes that personnel with specialized 
skills would be t.eeded to expand its fraud 
and abuse effort. (See p. 24.) 

The administrative system for controlling and 
reporting complaints is unduly burdensome- 
Adequate control over complaints could be 
maintained without keeping details on all 
complaints at the region and headquarters- 

(See p. I0.) 

subsequent organizational changes within HEW, 
including the establishment of the Office of 
Inspect0~ Ge neral and the Health Care FinanC- " -:'- 

i n g  Adminlstration, will result in major 
• changes in REW'S organizations responsible for 
controlling fraud and abuse. (See p. 13.) 

• Most fraud complaints appear to result from 
misunderstandings or honest mistakes. How- 
ever • , some fraud may have gone undetected 
because of inadequate investigations. 

Some fraud complaints at the Bureau's San ~ 

. FranciS~O~hnd Kansas City regional offices were 

ii 
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About,half of the Medicare fraud Cases re- 
ferred to U.S attorneys have been prosecuted-- 
usually £uccessfully. However, U.S. attorneys 
are often slow in deciding whether or not ~0 
prosecute, and some decisions appear to be:' 
based on factors other than the merits of~ the 

•cases. 

Medicare fraud cases Usually involve elderly 
witnesses who may die, be ill, er forget facts 
by the time a trial is held.• The defendants 
are usually respected members of the community. 
These factors may make U.S. attorneys reluctant 

to prosecute doctors for Medicare fraud. (See 

ch.  4.)•  - ~  

MEDICAID " 

The basic responsibility for Medicaid inves- 
tigations has been left to the States. Limited 
reviews of Medicaid investigations in two 
states showed a wide variance in the emphasis 
placed on investigations. 

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

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

RECOMMENDATIONS 

The Secretary of HEW should: 

--Strengthen the monitoring of investigations 
so that complaints are not closed prematurely 
because of inadequate investigations. 

: . 
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--Establish statistical sampling procedures 
that will better detect fraudulent billing 

practices.• .... 

--Reduce the paperwork connected with inves- 
tigating complaints by referring complaints 
directly to contractors rather than to the 
regional office. 

--Discuss with the Department of Justice ways 
of obtaining more timely decisions on 
whether referred Cases will be prosecuted 
and of assuring that crim inal~law related 
to Medicare is uniformly applied. 

--Develop investigative priorities. 

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

--Delineate the responsibi/ities of the HEW 
organizations involved in Medicare-Medicaid 

investigations. 

--Establish procedures for coordinating such 
work within HEW and betwee,i HEW and th~ 

Stares. 

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

--Emphasize to top -level California Medicaid 
officials the importance of criminal pros- 
ecution as a deterrent to Medicaid fraud. 
(See p. 42.) 

AGENCY COMMENTS 

HEW believed that GAO did not give an accurate 
or current presentation of Medicare's work... 

HEW agreed with GAO's recommendations regard- / 
ing Missouri, Cali[ornia, and the need for 
better monitoring of investigations. HEW said 
GAO's recommendation to refer complaints 
directly to contractors has considerable merit J 

. . 
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and will be considered when it is satisfied 
that •c0ntrol of c~ntractors is adequate 

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

HEW slated that the samplesize Of I0 
beneficiaries is not intended to be applied 
in all cases. Workload and staff resources 
are considered in determining the sample 
size. Since the Bureau's sampling instruc- 
tions do not indicate this, GAO believes 
they should be revised to require ~arger 
samples when staff is available. 

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

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

The Department of Justice felt some balance 
was needed relarding GAO's conclusions about 
the reluctance of U.S. attorneys to p~osecute 
physicians and pointed to prosecutions in 
other parts of the country to support its 
view. 
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Justice descrioed some of the difficulties 
in prosecuting cases and its recent activities 
directed toward comSating Medicare and Medi- 
caid fraud. • ~-~:~ 

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

vi 
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CHAPTER 1 • 

INTRODUCTION 

...:, In a February • 18, 1975, letter, i~he  Chairman, Subcommitte:~ 
on Health, Senate Committee on Finance, asked us to gather in- 

:i; formation about Medicare and Medicaid program integrity in- 
vestigations. He asked us to (I) find out how the Medicare 

" program integrity function is organized and (2) review pro- 
• .i~ gram integrity activities in at least two o'f the Social Secur- 

" -'.i ity Administration's (SSA's) regional offices. (See app. I.) ~. 

.- We were asked to develop similar data on State Medicaid 
. programs, including a State where there appeared to be ex- 

• tensive program integrity activity and a S£ate where there 
appeared to be little activity. 

THE STATUTORY AUTHORITY 

Titles XVIII and XIX of the Social Security Act estab- 
• fished the Medicare and Medicaid programs to help eligible 

persons me t the costs of health-care services. 

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

--Part A, hospital insurance benefits, generally fi- 
nanced by special social security taxes, covers in- 
patient hospital services and certain postrelease 
care in skilled nursing facilities and patients' 

homes. 

--Part B, supplementary medical insurance benefits, 
is a voluntary program, fi~.anced by premiums and 
Federal contributions, covering physician services 
and many other medical and health benefits. 

Duri~.g fiscal year 1975, part A benefits totaling about 
$10.5 billion were paid for 23.7 million eligible benefi- 
ciaries and part B benefits totaling about $4 billion were 

. paid for 23.2 million eligible beneficiaries. 

Under Medicaid, a grant-in-aid p~ogram, the Federal 
Government shares with the States the costs of providing 

- medical assistance to persons--regardless of age--whose 
income end resources are inadequ: te to pay for health care. 
Medicaid paid about $12 billion for about 22.5 million re- 

cipients in fiscal year 1975. 

,- .~ .- . 
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The Social 3ecurity ~ct ~e~uires State :te~icai~ programs 
to orov id°- inpatient and out~?atient hos~itai services, labora- 
tory and X-ray services, skilled nursing hoae services, physi- 
cians' services, home health care, and certain other services. 
k 3tate may also choose to include other services. 

ADMINISTRATION OF THE MEDICARE + 
iN-6-M~D ICA I D PROGRAMS + 

The Department of Health, EdUcation, and welfare (HEW) 
has overall responsibility for ~dministering Medicare and 
Medicaid. ;4ithin HEW, at the Federal level, SSA adminis- 
tered- Medicare and the Social and Rehabilitation Service 

(SRS) administered Medicaid. "--/ 

Within SSA, the Bureau of Hea!£ h~Insurance (BHI) admi-- 
istered Medicare. To help administer '~edicare benefits. HEW 
has contracted with public and private organizations called 
intermediaries and carriers. Intermediaries generally make 
payments under parts A and B on the basis of "reasonable cos.t" 
to institutional providers, such as hospitals, skilled nursing 
facilities, and home health agencies. Carriers make payments 

• under part B on the basis of •reasonable charges for the serv- 
ices of doctors and suppliers. HEW has contracts with about 
50 carriers and about 80 intermedieries- HEW reimburses 
intermediaries and carriers for administrative costs. 

A State is responsible for administering its Medicaid 
program. The nature end scope of a State's Medicaid program 
are contained" in a .~lan which, after HL%Z agpro val, provides 

the basis for Federal qrants. 

The State may contract with private organizations to 
help administer its Dregram. The resp °nsibilities assigned 
to the contractors--referred to as fiscal agents--vary depend- 
ing on the State's contractual arrangements. Some States 
administer the entire progrem through their State agencies. 

During our review, SRS did not have a unit to investigate 
suspected :~edicaid fraud and abuse or to help States develop 
the cagabi litv to investiaate Medicaid fraud and abuse. SRS 

1/On ..'larch 8, 1977, the Secretary of HE;-~ announced the estab- 
- l!sa,.ent of a Health CaKe Financing Administration which 

world include the functfons now oezfo -rmed by the Bureau o~ 
Health Insurance and SI~5's Medical Services Administrati~p.:".. 
This report describes the Medicare and Medicaid program 
integrity systems before March 8, 1977. 
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had since established a Division of Fraud and Abuse Control 
at its headquarters and planned to establish similar units in 
its regions. Also, effective September 23, 1976, States were 
re~:u~red to report data on Medicaid fraud investigations to 
SR=o BHI has a program integrity staff, which is responsible 
for detecting and investigating suspected Medicare fraud. 

MEDICARE PROGRAM INTEGRITY FUNCTION 
..j • 

Medicare program integrity investigations involve sus- 
pected fraud and progTtm abuse~ Fraud i~, Medicare usually 
involves claims for payment (i) for services which were not 
rendered or (2)more complicated and more costly services 
than actually r6hdered. The term abuse is used to describe 
incidents which, althoagh not considered fraud, may cause 
financial losses to the Medicare program or to beneficiaries 

and their families. 

The most frequently reported abuse is breach • of an as- 
signment agreement whereby a physician agrees to bill or, be- 
half of a beneficiary and to accept as his full payment the 
amount a carrier determines to be reasonable. Violation of 
the agreement occurs when the physician requests the patien£ 
to pay the dif[erence between his charge and the reasonable 

charge. 

According t~ BHI, aB of June 30, 1975, 35,962 complaints-- 
18,002 fraud and 17,960 program abuse--had been received. The 
following tables show the type and status of complaints. 

Fraud Complaints 

Nature of 
co__mplaints 

b~rvices not rendered (doctor) 7,980 6,580 1,400 
Services not rendered (provider) 2,827 2,383 4~4 
Misrepresenting services 657 470 187 
Altering bills 225 198 27 
Duplicate billing 2,527 2,237 290 
Falsifying records 277 172 105 
Kickbacks ii0 95 15 
Embezzlements 15 14 1 
False/misleading advertising 226 214 12 
Forgery of checks 2,709 2,330 379 
Other 449 379 70 

Receive3 Closed Pendin~ 

Total 18,002 15,072 2,930 

-.* . i / " • 
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Natureof 
cpmpiaints 

. • 

Abuse Com?laipts 

Received Closed Pending : ~ . . . .  

. . . .  " 297 " 

3 8 0  

6 3  . • . -  

5 8 1  
270 - 

Breach of assignment agreement 
unnecessary services (doctor) 
unnecessary services (provider)• 
Improper billing practices 
Other 

9,630 9,323 
1,718 1,338 

498 435 
4,529 3,948 
1,585 1,315 

Total 17,960 16,369 1,591-- 

During fiscaly ear 1975, 3,744 fraud complaints and 1,970 

abuse compliants were made. 

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

Fraud complaints are closed when: 

--The inve3tigation indicates that a crime was not 

committed. 

: --The chance of obtaining enough evidence to prove 
fraud is remote or prosecution is barred by the 
statute of limitations. 

--BHI decides that a valid case exists but prosecution 
is not desirable. (The U.S. attorney must concu r~ In 

this decision.) 

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

As of 3une 30, 1975, BHI had referred 307 fraud cases 
for prosecution to the Department of Justice. The Department 
had (]) declined to prosecute i00 cases, (2) not decided on 
whether to prosecute 58 cases, and (3) prosecuted 149 cases 
involving 183 suspects. Of these suspects, 132 were con- 
victed, 13 were acuuitted, 21 Were dismissed, and 17 were 

awaiting trial. 

MEDICARE PROGRAM INTEGRITY ORGANIZATION 

The two major SSA components concerned with Medicare 
fraud and ebuse are BHI and the Office of Program Operations. 
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BHI is responsible for preventlng, detecting, investigat- 
ina- and referring for orosecut~en -or otherwise resolving in- 
stances of Medicare fraud and abuse. 

The Office of Program Operations has about l,.300_di strict . 
and branch offices, which are responsible for receiving.:Med-i- 

, care complaints from beneficial ~.ts, obtaining a statement of 
pertinent~facts, and forwardir: ~he statement to BHI. These i 
~o'ffices may conduct preliminary-investigative work at BHI's 

request. 

Medicare contractors assist BHI in its program integrity 

e f for.is. .... 
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Bureau of Health Insurance " 

The BHI Headquarters Program Integrity Branch is respon- 

sible for : 

--Developing overall plans for and coordinating Bureau 

program integrity activities. 

--Developing Medicare fraud prevention, detect ion , 
reporting, and processing systems. 

--Developing a •training:•pr•0g ram for central office and 
regional office staffs. 

• _dCoordinating an • annual review of selected physicians. 

--Improving the effectiveness of c~rrier, intermediary, 
and regional office fraud activities. 

--Reviewing potential fraud cases dey~eloped by regional 

staff. 

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

BHI's regional Office program integrity staffs.'are 
respons'ble for undertaking, directing, coordinating, and 
controlling the development of investigations of suspected 
Medicare fraud and abuse violations. Specific duties and 
responsibilities include: 
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-~Evaluating contractor and distric£ office program- 
integrity acti vities• thr°ug~% onsite reviewsand 
regional office studies. 

'--Helping contractors and district • offices to upgrade 
their program integrity activities. --' 

--Investigating ordirec£ing the investigation of pro- 
g~am integtitY-.~plaints- 

• --Referring appropriate/~ases to the U.S. attorney for 

prosecution. ~ ~L- 

--Reviewing reports from carriers on selected physi- 
cians as part of the evaluation.mf carriers' utiliza- 
tion control Systems. 

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

The BHI regional representative reports direct!y to the 
BHI Director in Baltimore. The regional office program inte- 
grity staff is under his control rather than under~he head- 
~uarters program integrity staff. 

SSA district, and branch office~ 

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

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

--Documenting and referring such situations to the 
regional offices. 

--Developlng sus[~ected fraud cases at the request of 
the regional offices. 

Medicare contractors 

Medicare contractors have. internal-control systems which 
can help detect fraud and abuse. These:systems include utili- 
zation screens, duplicate payment screens, notices to bene- 
ficiaries of claims paid for services, followups on undeliver- 
able checks and notices to beneficiaries, reviews and audit.s 
of cost reoorts and medical records from institutional ~, 
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providers, end contacts with a samDl-e of .beneficiaries to 
verify that services were received and charees were prQper. 

Intermediaries and carriers ere to refer tc the BHI 
• regional office progr&m integrity staff all suspected fraud 
or abuse con, plaints that come from their claims review ac- 
tivities or from allegations by beneficiaries.. When com- 
plaints can be resolved by reviewinQ in-house material, a 
referral to the regional office is not necessary. However, 
contractors are required to provide summary reports for com- 
plaints resolved internally showing the nature of the problem 
and its resolution. Contractors are not authorized to contact 
suspects or carry on program integrity investigations without 
the regional office's approval. 

• " ,L : -'. 
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SCOPE OF REVIEW 

Our review focused on investigations made of potential 
fraud and abuse cases that were identified from contractors' 
internal control systems~. 'We did only limited work on the 
effectiveness of these systems as a means of preventing and 
detecting fraud. 

We made our review at SSA headquarters in Baltimore and 
BHI regional offices in San Francisco and in Kansas City, 
Missouri. We visited four SSA district offices in California, 
two district offices in Missouri, and one branch office in 
Kansas. We also visited SRS offices in San Francisco and 
Kansas City, and State Medicaid offices in Sacramento, 
California, and Jefferson City, Missouri. 

We reviewed legislation, documents, reports, records, 
and files, and talked to SSA and SRS officials, Medicare con- 
tractor representatives, officials of State Medicaid agencies, 
and local • U.S. attorneys. 

We made a statistical sample of complaints closed by 
BHI's San Francisco and Kansas City regional offices. In 
addition, we reviewed selected complaints closed by carriers, 
intermediaries, and SSA's district and branch offices. 

t 

We were not able to develop meaningful information on 
two areas of concern to the Chairman--the cost of investiga- 
tions and the effects of regionalization. Neither .HI head- 
quarters nor the regional offices maintained information on 
the cost of investigations. We could develop cost data for 
the SSA employees who are primarily involved in program inte- 
grity work, but it would be difficult to accurately estimate 
the extent of contractor and district office personnel involve- 
ment in such ','ork. 
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The regionalization of BHI_occurred about the time that 
i t s  p r o g r a n ~  i n t e q r i t y  e f f o r t  b e c a m e  o r g a n i z e d  a s  a n  i d e n t i f i - /  • " 
able function. Thus, little history of program integrity " 
activities before.~regionalization existed. 
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INVESTIGATIONS ARE BASED PRIMARILY 

OL~ COMPLAI L~i'S 

Most investigative work has been directed toward part 8 
fraud and abuse. The investigative process is 3rimarily di- 
rected at resolving complaints; self-initiated investigations 
ot p~,tential fraud and abuse nave been limited. 

. . "AS of June • 30, 1975, about 2 percent of the complaints 
5 " 

received nad ~een referred to tne Department of Justice for 
prosecution. Complaints Dy beneficiaries appear to De least 
likely to De referred, we Dell.eve that improvements are 
needed to reduce tne administrative burden connected with 

, .  oene[iciary complaints. " . ~  

-i 

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

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

i-better oversight of regional office activities, 

--Detter evaluation o~ tne fraud and abuse control 
program and development of improvements to the 
program, 

--improvement o£ systems for detecting fraud and aouse, 
and 

--establishment of a staff w[th accounting, investiga- 
tive, and program skills to reinforce regional of- 
rice capabilities and to design and test new methods 
and techniques needed for seeking out program ~raud 
and abuse. 

The reorganization has not been fully implemented be- 
cause of organizational cnanges within HEW. 

" " L  "~ 
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MOST I VESTIGATIO S 
F~PnAINTS 

• , res for controlling fraud and abuie under, 
• BHI s procedu - --imarily direct6d-~tres°lving_ • : ..... 

!i!!~i!~~ ~ ~!!!~~t!!~~ ~!i!!~i~ ~!ii~1!~!!! ~i!iaii! e~ ~i! 
system requires that each complaint beresolved- 

~ • Ab0ut 70 percent of all complaints received since the 
Medicare program began through June 30, 1975, have come 

~ - " s or interested third 
from beneficiaries, thelr relatlve , _ factors' 

• parties. About 17 p~rcent have resulted from cont 
actions. The other 13 percent have come from other sources, 

• such as pubii6 officials or the press. 

Very few complaints result in the development of fraud 
• cases. Of the approximately 18,000 fraud complaints received 
: as of June 30, 1975, only 307 cases, o¢~ about 2 percent, were 

referred for prosecution. 

According to BHI, about 60 percent of the f.raud com- 
plaints are closed for reasons other than the physician bill- 
ing being improper. Another 30 percent appear to be iso- 
late d instances and honest errOr is assumed. (See P. 15 
for a discussion of the beneficiary sampling procedures used 
todetermine whether a pattern of imprOP er billing exists.) 
Only about 10 percent of the complaints go to full-:.cale 
investigation, and only about 2.5 percent result in suffi- 

cient evfdence to seek prosecution- 

NEED TO REDUCE ADMINISTRATIV~ 
WORK CONNECTED WITH COMPLAINTS 

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

rals or complaints from other sources. 

" ' Most fraud complaints are referred to the regional oE- 
fires by SSA's district and branch offices. (Abuse com- 
plaints of assignment violations are forwarded directly to 

• contractors with a copy to the regional office, and the record- 
ing procedures described below are not followed.) A control 

-,. 
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, [ o r m  i s  p r e p a r e d  and a c o p y  i s s e n t  t o  h e a d q u a r t e r s ,  w n e r e  
. ' i t  i s  e n t e r e d  i n t o  a C o m p u t e r  s y s t e m  u s e d  t o t  c ~ n t r o l  and 

statistics. ~ " , :  

• . £ne regional o[tice forwards the complaint to tne con- 
• : tractor, which screens the complaint to determine its 

validity. [z the contractor determines that the cumpla/nt 
is not valid, it so reports to toe regional o£tice, which 
closes tne complaint oy annotating a copy of the control 
form. A copy of this form is sent to headquarters. Usually 

: the [orm does not contain enough data to evaluate the ade- 
quacy ot actions taken to resolve the complaint 

.: It tne complaint is substantiated., a sample i= taken 
6[ other claims Dy the physician, and beneficiaries are 
contacted to ~etermine whether the improper billing was 
an isolated erro~ or a regular practice. It the sampling 
snows other instances ot improper pilling, a fuli-scal e 
investigation is usually started. The regional office 
uses either its personnel or contractor personnel to Go the 

sampling. 

The above procedures are not followed, however, if the 
beneficiary complains of [raud to the contractor or the 
contractor suspects fraud. Contractors list the complaints 
received and their disposition on a quarterly report to the 
regional office. The ~:~gional office does not record tne 
complaint and BHI headquarters is not notified of the com- 
plaint except for cases tnat cannot be resolved tnrougn the 
contractor's in-house review. These cases are referred to 
the regional office, which decides the action& to be ta<en. 

Thus, the prime-factor in deciding if detailed data 
on a complaint snould be maintained Dy BHI is whether the 
complaint was made to tne contractor or an SSA field offi 

we believe an approach that would reduce the adminis- 
trative work involved in nonproductive fraud complaints 
would be to eliminate regional office and neadqua~ter~ 
involvement during the preliminary investigation. 

- Beneficiary fraud complaints could De 3ent directl~" 
to the contractors rather than to tne regional offices. 
Only complaints that appear valid after in-house screen- 

. ing would De forwarded to the regional office, fnis wou[3 
eliminate direct 8HI involvement in most complaints, i~e 
adequacy of contractor handling of complaints would nave 

. -:" 
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to De moni tored .  However, t h i s  could  De done as par t  ot 
the r e g i o n a l  o f f i c e ' s  p e r i o d i c  e v a l u a t i o n s  o£ c o n t r a c t o r  
program integrity. • , "  

f In commenting on our draft report, HEw said tnat in 
comparing receipts anO referrals of complaints by source, we 
did not consider that a portiOn of tne contractor referrals 

were initiated by beneficiary complaints. 

Our figures were de,,eioped from BHI case files and com- 
plaint files based on the initial source of the complaint. 
To the extent tnat these files are accurate and complete, 
Complaints originating from beneficiacies cr~ categorized 
as beneficiary compl~ints, even though tn.~y ~:re later re- 

ferred to BHI Dy a contractor. 

HEW added ~hat beneficiary complaints are not comparable 
to contractor referrals -~ince the contractor's cases have 
been screened for error or misunoerstanding before being 

referred . . . . . .  

we agree thaL tne two types of cases are not comparable. 
For this reason, we believe that 8dI should minimize its di- 
rect involvement in unscreened beneficiary complaints. 

pRIORITY SYSTEM OF LITTLE VALUE 

inte rity part of the .Health Insurance Re- 
~n~-~r°gr~T-~-I ~eals primarily with the proeed.ur~to 

gionaL O~Ice m~ .... :~,, rnmolaint is rece~veo. ~-= 
followed once a DeneKlc~1 ~--=~..~,~ whpther resources 

~nual provi es no directlon for eva-u=~--~ ?-- _ .... ; on 
d "nts ¢oulo De more productlvely emp~uy=~ 

spent on complal ....... ~ .... ~ ve methods for con- 
~ l ~ t ~  ~Ka~s~n~e~e~o~e'~r feaslble. - . ,  

The only priority system discussed in the manual deals 
with priorities for handling complaint oacKlogs. It cate- 
gorized complaints into five priorities.• The first tnree 
priorities are billings for services not rendered Dy a 
doctor--reported Dy (I) a contractor (priority one), (2) a 
beneficiary to a district office (priority two), and (3) all 
other sources (priority three). All other fraud complaints 
are priority four and all abuse complaints are priority five. 
The last two were to be investigated in t~e order received. 

Neither region we visited was •using the priority sys- 
tem. Kansas City regional officials said they did not 
nave a DacKIog that would require assigning priorities. A 
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San Fra,~_isco regional official did not believe the system 

• wou!d wor . • 

";':if~ Our analysis of the basis for e~ta olishing the priorities 
ii!ii~, indicates that despite the assertion in the regional office 
. manual that "the priority system is based on the actual prq ..... 
• ductivity of various types • of complaints," there was no valid 

basis fo£ the priorities assigned. "' 

• Contractors' referrals were given first priority because 

of a BbI study wnicn stated- " " '~" 

• " -, * *.our review of actual case files gave us 
. -' the impression that these referrals were more 

vai~d than those referreo by the district of- 
: rices. This is probably due to the contrac- 

tor's in house screening prior to •the referral 
• of the complaint to the regional of fice.'• 

• ~:~'~ Normally, the regional office would forward a complaint 
of nonrendered services to the contractor for in-house screen- 
ing. I£ the screening resolved the complaint, there would De 

no sampling or further investigation- 

A Deneficiary's complaint should not warrant a higher 
priority because it was received by a contractor rather than 

the regional office. 

As previously discusued, an approach that could mini- 
mize regional office involvement in nonproductive complaints 

.- .~ and still afford complaints equal consideration would be to 
nave the district offices refer fr~ud complaints to the con ~ 
tractor rather than to the regiona~ office. 

pHOPOSED REORGANIZATION OF 
~HI PROGRAM INTEGRITY 

In June 1975 tne Director of BHI proposed to redesig- 
hate the Program Evaluation staff as tne Fraud and ADuse 
Control staff, which would be responsible for the national 
direction and conduct of BhI's efforts to control program 

• fraud and aouse. Tne staff would consist of three branches-- 
investigations Control, Review and Monitoring, and Eield 

Operations. 

• Tne invest{gations Control Branch would be responsiole 
for (I) directing and overseeing the regional office frau~ 
and abuse control activities, (2) analyzing national expe- 
rience in controlling program fraud and abuse, (3) originating 
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additional methods for improving tnat=activity, and (4) coordi- 
nating the exclusion from the program of doctors and .providers 
for misrepr esentation and abuse of the program• 

The Review ano Monitoring Branchwould control two acti-~ 
.vities. The first • activity, payment review, would rela:e to - .~ 
the:Central office review of payments to pnysicians who re- 

..... ceived-more tnan $25,000 from the program and wnose patterns 
~ ~. of practice appear aberrant. 8HI plans to expand this activity 
..... - to include part A payees. The second activity would oe a pro- 

gram monitoring fu nction'~tO give precise data and to ~ecommend, 
install, and maintain systematic methods fo~ detecting program 

fraud and aDuse~ 

The Field Operations Branch would consist of a staff with 
various skills (accounting, investigations, and program) to 

• (I) reinforce regional office fraud and abuse capabilities 
as required to meet spezial circumstances and (2] design an~ 
test new methods and tecnniques for seeking out program fraud 

and abuse.- 

Although SSA had not approved the proposea reorganiza- 
tion as of August 1976, the investigations Contro I Stanch and 
the }(eview and Monitoring Branch, which essentially represent 
a strengthening of existing functions, had been established 
Dy augmenting the program integrity staff witn o£ner SHI per- 
sonnel. The Field Operations Branch had not been established. 

The major problem delaying a decision on the reorganlza- 
tion was the relationship of B~I's role in Medicare investi- 
gations to that of HZa's Office of investigations. 

In commenting on our draft ~eport, HEw did not indicate 
whether BdI's proposed reorganizatlon would be approved. On 
January 18, 1977, the office of investigations and 6Hi agreed 
that the office would assuage responsibility for investigations 
of cases Where prosecution appears warranted and that staff 
would [.e reprogramed from BHI to the Office to support this 
change in responsib il~ties" The establishment of the ~ealth 
Care Einancing Administration will further change some re- 
spon~iDilities for Medicare prog ra°n integrity. 

~ ~;~ i~} - 
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.. INVESTIGATIONS ARE OFTEN INADEQUATE. :.:.. 

' -  • Fraud •investig atiOns• by both the. San Francisco and. ' 

" Kansas City regional offices were often inadequate, although 
Kansas City's investigations had improved Investigations 
of abuse complaints appeared adequate. Contractors in bcth 
regions were exceedingtheir authority ~., making investiga 

• '.itions and were improperly•closing potential fraud cases. 
Also, cur limited work at the Social Security Administra- 
tion's field offices showed that some offices were investi- 

.'. ~ . 

~. gating complaint.s instead of referring them to the regional 

• : office. ". 

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

large enough sample. 

USE OF SAMPLING IN INVESTIGATIONS 

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

Since 1974 the Health Insurance Regional Office Manual 
has provided that- a sample of 20 beneficiaries' bills be 
selected and that the benefic.iaries be contacted to determine 
whether they received services t::~t were billed on their be- 
half. Before 1974 sampling was required but the sample size 
was not specified. T|.e sample size of 20 •allows a 

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

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

and 

--10-Dercent fraud to be detected 36 percent of the time. 

For example, if a physician bills for services not rendered 
in 5 percent of his bills, a sample of 20 would detect another 
fraudulent bill in 64 out of 100 cases. 
$ 

Ho',Jever, the manual also orovides that if no fraudulent 
bills are detected after i0 beneficiaries are contacted, no 

- . . "_. ; ,  : .; : . ,  . , . . . -  

• , . " .  ~ ; . •  , - 
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more beneficiariesbe contacted- Tnus, the manual in effect 
provides for a sample of 10 beneficiaries' Dills- A sample . 

size of 10 bills allows a 

__2_percent fraud to be detected 18 percent of the time,- 

.J 
.. --5~per-cent fraud to be detected 40 percent of the time, 

and 
__10-percent fraud to be detected 65 percent of the time 

• ntin on our draft report, HEW ~aid that. the 
-. In comme g .... ~^ a scientific sample and that 
~:; : sample is not intenaes ~-~lifies the Medicare development 

• ~ " c u s S I O n  O V e L ~  *-~ the above dls. .... :__ ~an v 5u~gmental factors involved 
rocess by not conslGeL~9 '" z i ' . . .  P HEW cited only one factor--that if the bene- 

in every case. _ __~ ~ .... ~nn a pattern which indicates 
ficiary contacts oo.nu~" u ..... ~ - ~ the irregularity- 

i fraud, the physician is asked to explain 
If the explanation is not satisfactory, additional benefici- 

aries are co.n tacted- 

We bel~eve that the samole size should be expanded. 's bills are fraudulent, 
. , unless a high percentage of the provider 

a Sample size of 10 is unlikely to detect fraud. 

REGIONAL OFFICE INVE~TfGAT!ONS 
5~~D~QUA~E 

In the San Francisdo region we analyzed 107 complaints 
closed between July 1972 and December 1974. The following 
table categorizes .these cDmplaints based on our analysis of 

the region's investigations- 

initial compiaint substantiated 
Initial complaint validity un- 

determinable 
Initial complaint unsubstantiated 
Initial complaint not program 

integrity related 

Fraud 

22 

15 
28 

71 

Abuse 

24 

4 
2 

6 

36 

Total 

46 

19 
30 

12 

107 

""- Total ~ 

Of t h e  2 2  substantiated fraud cases, 4 were referred for 
possible prosecution. We believe that 8 of the 18 potential 
fraud cases, for which the initial complaint w~s substan- 
tiated, were closed before a realistic determination cou].d be 
made about whether .an illegal pattern of.practice could be 
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established. We believe these cases were premature]y Closed 
for one or more of the following reasons. 

--Insufficient • or no additional beneficiaries were con- 
tacted to determine whether there was a pattern •I of 
fraudulent practices after an initial complaint had 
been substantiated. 

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

--The regional •office failed tO adequately review or 
follow up on the investigations made by its contrac- 
tors. - • 

Of the eight fraud cases involving substantiated complaints 
that we considered to be_ inadequately investigated, no sample 
was taken for five cases and an inadequate sample was taken 
£or another case. 

In addition to the substantiated complaints, our sample 
COntained 15 fraud complaints for which we were unable to 
determine whether the initial complaint had any validity. 
However, the investigations a.cp~a~ed inadequate for 9 of the 
15 cases because (I) the records reviewed by investigators 
were of guestionable value, (2) the investigations did not 
consider certain reported problems or indicators of other 
problems, or (3) the regional office failed to adequately 
review or follow up on the investigations made by its con- 
tractors. Program integrity officials said that workload 
pressures forced a concentration on more promising cases. 
The following is an example of an investig~.t~ion that appeared 

inadequate. 

An anonymous employee made five allegations about a 
hospital: (I) deposits were not refunded, (2) the admin- 
istrator's meals were paid by I1edicare, (3) patients were 
billed for wheelchairs, (4) patients were charged for admis- 
sion packs, and (5) there was double billing for food to 
patients in the dialysis unit. Two days after• the interme- 
diary was contacted for assistance, it aGvised the regional 
office that a finalized cost report for the previous year 
had been receivedand that a limited field audit was made. 
The intermediary also said that additional work would not be 
.necessary because neither the report nor the audit substan- 
tiated the allegations. The complaint was closed. Th~ re- 
p'ort and the audit covered a oeriod before the date of the 
allegations, and neither soecifically examined the five areas 
auestioned. 

17 

L • ? , ~ .~ _ 

- :• • 



_r "- 

/. 

i 

ee 

• . • • , . 

| 

- "8Hl's San Francisco regional office staff agreed that 
six of the eight fraud investigatiot~ involving substanti- 

.... atsd complaints and eight of the nine fraud investigations 
in which'the v~lidity of the complaint could not be deter- 
mined were not adequately investigated. We could trot reach 
agreement on three cases, which we believe were not adequately 

investigated. " " 

Most of the substantiated abuse cases related to assig"- 
ment violaticns. Generally, the abuse cases were properly : 

handled, although several cases appeared to warrant addi- i... 

tional work regarding the complaint or other matters dis, 

close d during the investigation. 
• - ?  , 

In the Kansas City region, we ~nalyzed 102 complaints ~ . "  

closed between July 1972 and December 1974. There were 
~6 abuse complaints in our sample. We considered only one 
abuse case to have been inadequately investigated. The com- 
Dlain~ alleged that unnecessary tests were given in a hospi- 
tal. The intermediary was asked to handle the complaint and 
to review a sample of other claims for medical necessity- The 
intermediary made a review, but verified only that the, serv- 
ices were documented." Medical necessity was not questioned. 

" .... " . We believe, however, that 9 of the 36 fraud cases were 
inadequately or incompletely investigated f6f the following 

reasons: 

Reasons 

Other claims were not sampled even 
though the initial fraud com- 
plaint was substantiated 

Region~l personnel did not examine 
any records--they •relied on car- 
rier's word 

Neither the carrier nor regional 
personnel examined any records-- 
they relied on the provider's 
word that services were rendered 

Pertinent ouestions or issues were 
not resolved during investigation 

Inadequate documentation was obtained 
Even though the initial fraud com- 

plaint was unsubstantiated, other 
claims should have been sampled 

~u~ber of 
cases where 
a_ i ca b l__ e 

5 
. 

2 

3 
i 
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In summary, two cases were inadequate for one reason; 
four cases involved two reasons; and three cases ~lnvolved 
three reasons. The following is an example of one of the ~ • 
cases We considered inadequate. 

An executor complained that a physician did not render ..... 
services. The Car, tier reviewed hospital records and deter- " . 
mined that billed services were rendered. Records were for- 
warded to the regional office. The regional office review 
of hospital records indicated that not ~iI physician ¢isi<s 
were- documented. The regional office asked the •carrier to 
visit the physician's office. The carrier determined that 

_ hoe all billed visits were documented. The physician re- 
funded about $28 ! . The regional office closed the complaint 
• after a refund was obtained from the physician. 

Because investigations made in 1974 appeared more 
thorough than those made in 1972 and 1973, we examined cases 
closed in 1975 to determine if t4~e improvem~t~ad ~ontinued.-- 

: . •d:,J "." •~.~ ~7/•~. "'~ •. . • 

6 

During Janu@ry and Feburary 1975, the Kansas City region 
closed 39 cases;-27 fraud and 12 abuse cases. Investigations 
appeared adequate for the 12 abuse cases. Of the fraud cas~s, 
two were inadequately investigated. 

In addition, oi~e case was adeauately investigated but 
the region decided not to seek prosecution. %ithough the 
decision seemed reasonable, the case should have been referred 
to the U.S. attorney for authority .tQ~close it. 

Overall, the Cases closed in 1974 and •1975 appear:±o 
have been much more thoroughly investigated than the 1972 and 
1973 cases. 

MEDICARE CONTRACTORS CLOSING 
POTENTIAL FRAUD COMPLAINTS IN 
VIOLATI--O[~'OF REGULATIONS 

San Francisco regional offic£ 

In this region, we reviewed 28 complaints that had been 
.... closed• by Blue Cr-oss of Southern California, Occidental Life 

Insurance Company, and Blue Shield of California from January 
to•June 1975. Of the complaints, 12 should have been referred 
to the regional office for furthe~ •investigation. An analysis 
of these closed complaints by contractor is presented below. 
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Contractor 

Blue cross 
Occidental 
Blue Shield 

Total 

Tot a 1 
comolaints 
reviewed 

8 
I0 
I0 

28 

. .•..- 

Possible 
referrals 

3 
• " " • " 6 - 

3 

12 

Providers 
contacted 

_ 

1 8  

• ° 

.- o 

i" 

..- 
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- The contractors obtained explanations of the discrepan- 
"cies by contacting providers in 64 percent o£ the complaints. 

..... The Health Insurance Negional Office Manual specifically PrO- 
".hibits contractors f£om contacting providers without regional 
office approval because such contact may prejudice any poten- .",. 

. tial fraud investigation and give providers a chance to CIaim 

clerical error. 

In an example of an inadeouately handled case, a bene- 
ficiary's friend discovered a room rate error and a duplicate 
ph'armacy charge on the beneficiary's bill. To assure that 
proper corrections were made, he wrote to the hospital and 
the intermediary. The intermediary requested medical and 
financial records• from the hospital. These records showed 
that errors exceeding $1,300 had occurred in (!) billing for 
intensive care instead of a private room, {2) a duplicate 
7-day pharmacy bill, a n d .  (3) two cha.ges for services after 
the.patient was discharged. Additional beneficiaries were 
not contacted to determine if there were additional instances 

of overcharging. 

Kansas City regional office 

We 'reviewed 23 complaints that had been closed .by Gen- 
eral Americ-an~ Life • Insurance Company between Ja,~ary I,-1974, 
and March 31, 1975, and 10 complaints closed by Kansas Blue 
Shield between April 1 and June 30, .1"975. We believe 13 of 
the General American complaints and 7of the Blue Shield com- 
plaints should have been referred to the cegional offd~:e for 
further investigation. We believe that all of the 13 General 
.~merican complaints that should have been referred to th'e 
regional office were inadequately investigated. 

• Regarding the inadequate investigations and closing of 
" complaints by General American, a Kansas City program inte- 

grity staff official said: 

• .•/ "...• 

y. . 

•-.-., 
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--The regional program integrity staff had not spent 
much time reviewing the carrier's auarterly reoorts. 
He added that he was unaware thet the carrier was 
closing potential fraud cases without regional office_ 

• involvement. 

--L16 of the 2.3~'cases We reviewed should be reopened for 
, .. ad¢,'.tional investigative work. In each case, the 

carr-ier . was instructed to review a sample of other. 
claims. 

--Acarrier official told him that he generallv agrees, .,-.~"~.<-.~ 
with our observations; i.e., that .many of the inves- -- 
tigations were. inadeouate. ' ~  

--So.~.e (I0 to 12) of the cases shown on the quarterly 
repor..ts were reviewed by health insurance prog,:am 
speci[lists dur.ing an annual visit to each of. the 
carriers. 

Regarding the last matter, a regional office health 
• • insurance program specialist made a regularly scheduled pro- 

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

• .- . . . 

• . • . 
.. c ,  

._ : .  ~ . ~ . : " . : : f "  
i 

" i "  , . -  . . - '  . : 

. - . . .  : .,. 

. .  , ' .  

"* * * In my review of actual cases, I found that 
t-hey were handled:appropriately and in neat order. 
I reviewed ten cases off the Quarterly * * * Com- 
plaint Report and found no problems with any of 
them. " 

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

2-, 

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

General American discussed the cases we had reviewed and 
said that, except for two cases in which its perso.nnel had 
made clerical errors, • it believed the iniiial investigations 
were adeguate. It pointed out that the cases we questioned 
• were•reopened and no fraud or abuse was found. 

i 
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" ~  .... " ~ e  do. ' 'n0£ agree  t h a t  t h e  cases Were a d e q u a t e l y  i n v e s t l -  
... g a t e d .  We b e l i e v e  t h a t  13 iOf t he  23 c a s e s  we '~ev iewed  s h o u l d  

.. '.;, have b # . ~ n r e f e r [ e d  t o - B H i ; s ~ r e g i ° n a l  o f f i c e  a n d ~  c o n s i d e r  
' . .;, the  , i n v e s t l g a t i o n s  o f  t h e s e 1 3  cases i n a d e q u a t e - .  Some o f  

- / , . ' . - t h e  rea.sons we consider the investigations inadequate are- 

."-:"~".' .: " --No sampling or insufficient sa~.pling-was done to 
,~i..; " .. identifY apattern of improoer billing. 

"f":~ " •---Apparent casesof services not rendered were treated 
.... ". a.sl documentation err.ors and the possibility of fraud 

'-; " was not adequately considered- 
.i~.. ~i i;~. . ' did not 
~.; . - --Other~ matt'ers, disclosed during i nvestigations• 
,~-.. .•~.. ' : ' . ~ " . ~ " i . -  • appear to be adequately, add.ressed. 

• ,. " . 

::/ .'" --Providers Were .con tact~d without regional office 

" approval. " " 

. Genera]• American's comments imply that, because experi- 

.-. enced personnel conducted investigations and because followup 
inves.tigations showed no improprieties,• the initial investiga- 

tions were adequate. 

" We disagree. Most suspected fraud turns out to be v.,is- 
understandings or honest errors. It is the reasonableness 
of the steps taken rather than the outcome that determines 
the adeguacy of an investigation- Further, we .made a limited 
review of the followup investigations in December 1976 at the 
r~gior, al office and found that some had not been comple ted- 

.... Several • that were completed did not aopear adeguate- - 

" Of the sevencases that we believe Blue Shi eld• should 
have referred to the regional office, four had rece.ived in- 
adequate investigations- For example, Blue Shield h.ad paid° 
bill's for ohysician nursing home visits on August 27, Septem- 
ber 17, and October-17, 1974. The carrier learned later 
that t~he beneficiary .had died on August 6, 1974- The c~r- 
tier contacted the physician's office assistant, who said 
that she orepared Medicare claims frcm visit slips given to 
her. by the physician- Blue Shield requested a refund from 
the physician for the three visits. The regional office 
was not notified of this p"[ogr~m integrity matter, no~ was 
the complaint reported on the carrier"s ouarterly report of 

" progre-m inteqrity complaints. 

As a result of our discussions ,~ith. a regional office 
• official, the regional office has directed Blue Shield to 

reopen the fou-. cases for which we considered the investiga- 

tions inadequate. 

• " • • . 
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.... • : • In commenting on our draft report, Blue Shield stated 
.i/.'.'~ ~ .that, after our review, it acted to (i).audit records as.a .... 

-- routine procedure when verifying that billed services were 

[- 

• -._ [ 

• . ., . 

".i -. '~ rendered, (2) refer all cases in which there is a. possibil- 
~,i~.i.~ii~,/, ity of nonrendered services to the regional office, and 
/~.',, (3)• include all potential fraud and abuse Cases on its ...... 
" ~~ • quarterly reports to the regional office. Blue Shield be 
~:"::~r. lieves it is doing a satisfactory job regard~.ng Medicare 
.... ~..~ program integrity and says it is receiving positive feedback 

"~ from the regional office. 

~'-'..?: REFERRALS OF COMPLAINTS BY 
,:~':"': . DISTRICT AND BRANCH OFFIC-ES 

• ~.~ Our limited work relating to SSA's district and branch 
~ offices showed wide differences in the number of referrals 
'" from offices serving similar size populations. Some differ- 
-' ences appear to be the result of the emphasis the offices 
• placed on program integrity and the tendency of some offices 

to do their own investigative work and refer only what they 
consider valid complaints to the regienal office. 

• ... ,-. 

• . .. . •- . . . .  

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

We visited three district or branch offices in the 
Kansas City region--two with a relatively low number of 
referrals and one with a relatively high number. The 

offices with few referrals said they did not receive many 
complaints. The office with ~clatively more referrals at- 
tributed this fact to its stress on program integrity train- 
ing and to in-house publicity on the results of referrals. 

Based on our visits to 7 offices, we cannot generalize. 
on the reasons for great differences in referral rates among 
SSA's approximately 1,300 branch and 0istrict offices. How- 
ever, we believe. SSA should reemphasize to these offices that 
they are to refer, rather than investigate, complaints and 
point out that premature physician contact can hamper the 
development of a fraud case. 
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QUALIFICATIONS, TRAINING, AND 
~ " SUPERVISION OF REGIONAL OFFICE 
; '  PROGRAM INTEGRITY PERSONNEL 

'/ .... Training for regional program int~ar:ity personnel has 
,,~ .. consisted mafnly of on-the-.job training, although formal 
: training sessions are provided. Formal training for program 

.-/" integrity personnel is divided into (I) introductory training, 

.... and (3) an 
J.-- , . , : .  (2) a followup •sessiOn held about 6 months later, 
, . • annual session for ex.perienced personnel. The session for 
........ experience d personnel is a seminar at which experiences and 

• ideas are exchanged. 

i '  Training for new personnel includes learning how to 
• "" evaluate complaints, sample, plan and schedule field inves- 

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

Regional program integrity personnel are sopervised by 

the pro.gram officer who heads the Program Evaluation Branch. 
Also, the San Francisco staff has two project leaders with 
supervisory and investigative responsibilitiesand the Kansas 
City staff has one project leader with such responsibilities- 

- Headquarters program integrity personnel are responsible 
. "  ~for monitoring and evaluating the regional office work ho~- 

ever, they do not directly supervise or coDtrel regior.al 
staffs nor do they make investigations. Generally, they did 

• not have training or experience in investigatzons before being 
assigned to program integrity activities. 

We did not evaluate the capabilities of program integrity 
personnel. However, the deficiencies we noted did not appear 
to be related to lac~" of training or experience. Th~ ~.nost 
commen deficiency was failure to sample additional oil l-s to 

. determine whether a charge for a service not rendered was :-J~. 
isolated error or a c~mmon practice. Workload considerat.~cns 
an0 the.tendency of carriers to recover overpayments rather 
than search for fraud appeared to be the major reasons for 

• not sampling. 

MOSt U.S. attorneys we contacted were satisfied with the 

quality of the cases they received. 
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• In our Opinion, most cases handled by program-inte, ri-ty 
specialists would not require extensive training or investiga-~ 

.- tire experience. A t..ypical case involves determining whether 
services were rendered or whether• beneficiaries were billed 
~or more than allo wed• on assigned claims. 

• - .. :$ 

We believethat: investigators would need a strong back-- 
ground in accounting and auditing for Medicare part A fraud 
and abuse, which would involve hospital and nursing home cost 
reports and records. However, as previously discussed, BHI 
recognized this in its proposed reor9 anizatiOn" '.? 
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C APTE  

: ....... •PROSECUTION OF MEDICARE FRAUD 

iven authority to local i: ~i ..~!~, ~. ": 
" The Department of justice has gs suspected of de fraud-: ;.! ~" ' ~ 

U.S. attorneys to prosecute provider . . . cal U S. attorneys decide- ." 
.ing the Medlcare program- Lo _ - -~-osecuted under section • 

to ~:osecute. suspects =L= 
Whether the Social Security Act (42 U.S.C. 1395nn) and sec- 
iB77 of • " ti0n I001 of the Federal Criminal Code• (18 U S.C 1001). 
Sul£ must be filed within 5 years of the violation- In addi- 
tion, providers may be liable for civil actions under, the 
False claims Act (31 U.S.C. 231). A civil suit must be filed 

within 6 years of the violation. 
fraud 

: " to decide • -'- The Government does not prosecute many Medicare 
" Cases.,i and U.S. attorneys often take a long time 

whether they will prosecute. 

" ~ As of June 30, 1975, 307 cases had been forwarded for 
:~iiprosecutlon. U.S. attorneys had declined to prosecute in 
'~i00 cases and had not decided whether to prosecuse in 58 
others Convictions were usually obtained in the cases that 

were prosecuted• 
• uting Medicare fraud 
Some reasons=given for not prosec 

cases were lack o~ recent evidence of questionable practices 
disagreements on matters involving medical judgment, and prob- 

lems with elderly witnesses. 

In the Kansas City region, which declined most cases re- 
ferred for prosecution, there appeared to De a strong reluct- 
ance to prosecute doctors considered to be providing valuable 
-services to the community, civil suits or out-of-court settle- 
ments were viewed as acceptable alternatives to criminal pro- 

secution • 
The U.S. attorneys we interviewed in the Kansas City 

region were ~.atisfied with the quality of the cases referred 
to them. Two of the four attorneys we interviewed in the 
San Francisco region believed the quality was not adequate. 

. ": -." 

,SAN FRANCISCO REGION 

As of June 30, 1975, this regional office had refer ced 
37 cases to U.S. attorneys, who had begun to prosecute in 

"16 cases, declined to prosecute in 13 cases, and had not 
decided whether to prosecute in 8 cases. The 16 cases pro- 
secuted involved 26 suspects, of w~om 22 were convicted, 
2 were acquitted, and 2 had their cases dismissed. 
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Only 4 of our 107 sample cases were referred to U.S. 
- attorneys- One case was successfully prosecuted, one was 
• not prosecuted after an intent to defraud could not be 

established, One was not prosecuted because of extralegal 
.... '~ i' factors, and one was awaiting the apprehension of the 

"~!i i i  ' " ,suspect~ ' " " ' ~  - . ' . . . .  

- The case whe,e intent to defraud could not be established " for 
i ~° involved falsifying hospital records and submitting claims 
: services not rendered. The U.S. attorney declined prosecu- 
-" tion.on the grounds of insufficient evidence to estab ~'i~3~--= 

criminal intent. The assistant U.S. attorney handling this 
~ case had resigned, and we could not determine why the evidence 

was insufficient. ~£~ -; 
As of June 30, 1975, the regional office had 14 cases 

pending with U.S. atto:rneys. Ten of these were for criminal 
prosecution I/ and the other four were for civil actions. 
Three of the~e cases had been pending with the U.S. attorney 

• for less than 6 months, four had been pending for from 7 to 
12 months, and three had been pending for from 25 to 48 months. 

We interviewed four assistant U.S. attorneys in the San 
Francisco region to obtain their views on Medicare cases. 
Two of them believed the cases they received from the regional 
office were of good quality. They said that the investigations 
were as good as those done by other law enfo6cement agencies. 

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

investigation. 

The other attorney who was dissatisfied with the quality 
/.of Medicare cases discussed three pending cases. He ~id 

that in two cases the investigations were not complete. He 

r/page 26 show~ that U.S. attorneys had not made a decision 
on eight ca~e,~. It appears that two cases (one resubmitted 
in March 1975 and one submitted in June 1975) were not in- 
cluded in the region's report to headquarters which was used 

in devaloping the statistics. 
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:said that ~thethird Casewas~adequateiy Investigated but that; 
it was not a strong case and that when he got it, the most 
recent offense was almost 2 ye,re old..-He believed the in- 
veetfgators n eed~d~re education and training in developing 

; - . a n d - p ~ e s e n t l n g  cases. 

? ~- The attorneys cited the following hindrances to p~osecut- 

.:.: ing Medicare fraud cases: ~ . 

:!'~' ~ --Elderly Medicare Witnesses tend to forget facts. 

• T •= "i " " ' " " 
" .. --When a case involves the necessity of medical services. 

':! .... it is difficult to get phyelcian agreement on the. best .... 

- / ~ . . i  treatment. " • 
'.." . ;. 

.... , :  --Cases often do not include recent examples of continued 

- , -  questlo]Table practices. 

, KANSAS CiTY REGION .... 

As of June 30, 19~:5, this regional office bad referred 
1:5 cases to U.S. attorneys for prosecution- The U.S. attorneys 
had prosecuted five cases, had declined to prosecute nine 
cases, and had one case awaiting trial. The five cases 
that were pr?secuted resulted in three convictions and two 

dismissals. . . . .  
Only two of the nine cases were declfn:e~ in 6 months or 

less. In three cases, 7 to 12 months elapsed before the case 
was declined, and the other four took 13 to 24 months. 

.... Of the 15 criminal referrals by the regional office 
staff, 4 were handled by the St. Louis U.S. attorney (Eastern 
District of Missouri) and 6 were handled by the Kansas City 
U.S. attorney (Western District of Missouri). 

We examined eight Cases referred f o r  prosecution to the 
St. Louis and Kansas City U.S. attorneys. Two cases were pro- 
secuted and one wan awaiting trial. Criminal pro~ecutlon was 

declined in the other five cases. 

' Although the~e appeared to be some valid legal r e a s o n s  

- for reluctance to prosecute, ext~al~gal factors seemed to play 
a large part.in the decisions to decline. For example, in 

one case the U.S. attorney stited: 

• "Our office has given careful consideration to 
the prosecution of the above individual, but we 
are declining criminal prosecution for the fol- 

lowing reasons: 
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"I. A conviction, although misdemeanor, 
would seriously jeopardize his 
license to practice medicine. 

"2. Defendant performs valuable services : ~ 

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

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

• . . "  + 

"4. Defendant is also on n0£ice of the 
: potential for criminal prosecution 

for repetition of the offense. 

. - j -  

. . ~ " . ?  

"T~ank you for your fine job of investigation 

and presentation." 

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

praised. 

They made these general comments about fraud investiga- 
tions, priorities, and the factors considered in deciding 

whether to prosecute: 

--Typically, Medicare cases involve many small claims. 
When the U.S. attorney "weeds out" beneficiaries who 
have died, lost their memory, become too ill to 
travel, or moved away, the number ~f counts may have 

been greatly reduced. 

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

problem. 

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

--The various considerations are not ranked, but a deci- 
sion t0+decli ne criminal prosecution is based on the 
way all factors come together. , 

. . .  "~;,,,.+. . . . :  ~ + /  .+ . "  
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ivenpri°rity°ver civil cases 
• " • -__ "rainal cases are g ....... ~ h n establlshed- 

. o  f o r m a l  prio  t e  . o w  . e e  . 
" - : " ~ . i  . . . . u ~  . -  - " " 

• " ich a physician was prosecuted 
• ~....?/"-~;-".. ' T, t e one' case in wh .... ~ •Kansas City re~ion, 

.~_~..---.-. assis£ant. U.S. attorney said all-f~.B.~.¢J~m~ .t_~,~ethe~ .... i. .[~ 
," nesses were found who were -" -.. 

. . an .. h ~redible:wit _ to the trial. • 
• ' ..' favorably- Enoug 1 h enough tu travel , . . 

• ~:-'~.- " • ..... ~o testify and .heat Y. ..... b- reduclng the U.S 
,.'• . .  Wl£1~u9 ~ _ ' LOU%S, 1;n~= ~ tO • "-': " --~^ ~,4~I" was held in St. ..... ~m. and enough counts_ 
----- ,u~ .... , - ^ ~  's log~s~Ics ~.-.'"" - nt. •ALSO, De- 
/."~-°.,.-. attorney s ~t~e~ .~in~ to tri~l w~re prese _~ ~he problem 
[~./i ~. . make the case wu~,, u ~ rkin at a State nospl~a~, i_, ~o was 
~-...: ,. = the"~oc.tor was wo. g - ' " e in an area wn~= ,.~_ 
..~[.., c~use . " tom rlvate practlc . ot resent- 
" " ; " of removing him f __ P ~o the co~muunlty was n P 
" ..~ ..: rendering a vltal ~v ..... 
: . , - ttorney said that he did not know 

:' The Kansas City U-s-_a ional office, s investi~1~t~ons- 
.i of any wea knesses .in_the ~. -rove because .w~llful inten~ 

ision to prosecutea Medicare fraud : sa'id fraud ~s d~f~icu~. ~u 
., - Hmest be shown. His deCthe. (1) possibility of ,a doctor losing 
" " case was influenced by he conside~ed too severe, (2). avail- 

- his llcense--a penalty ability of medical servi-es to the people sei'ved by the doctor, 
"- (3) quality of the doctor'S treatment, and (4,~ reasonableness. 

of the total money received from Medicare, He considered civil 
action or" out-of-court settlement to be a~equate deterrents. 

The Kansas City assistant U.S. attorney who handled the 

three mosz recent Medicare cases sald •that in two cases the 
decision not to pr.osecute was based equally upon (i) the 

" . lack of credible witnesses and (2) e~tralegal factors. ~n 
the Other case, he began criminal proceedings, but the defendant 
introduced conflicting medical testimony which discredited the 

-C. 

evidence against him. 
• f investigations was generally 

-- ---~ ~hat the quality o ...... ~te- thorough, and 
~e ~ ~=~ writeups have D e°-n u u~.~.. ~i~n cooperative. 

. very good; ~-~ ~ - ~ i  per sonne~ h ave a - ~ . ~ . _ ~ ~  in 
well done; ano ~.~"~ -=-;;~;nnal tralnlng wa~ , , = ~ ' ~  

However, he thought some ~uu .... criminal and legal proceedings and in distinguishing between 

criminal and c~vil fraud. 

• '~ ' Medicare cases do not receive as much or as prompt 
• He said other cases because they are problematical (in- 

attention as volve technical questions, lack credible witnesses, etc.) and 
require too much. time. He believed that a civil consent judg- 

°- mission of guilt, is just as . 
nt, which ~s legally not an_ad __~ is vlewed.by the communlty 

me _ • , crlmlnal prosecuulon ~u~ that ~n the two de • 
eff~ctl-ve-~aSion of guilt, lle p.u~nted out 14.686 and $12,000, 

clined cases, ne ouu~ ..... . 
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although the amounts allegedly obtained• fraudulently were 
$207•and $2,900, respectively. 

DEPARTMENT OF JUSTICE,COMMENTS • 

In comments ~dated February 4, 1977 (see app. III), the 
Department of Justice stated that time lessens the prosecu" 
tability of cases, since ~itnesses die, become ill, move, and 
forget facts. Timely referrals improve the likelihood of 
successful prosecution, and the requirement for recent ex- 
amples of fraud is often a reflection of the lengthy review 
process before referral. 

The Department pointed out that it has been working with 
the Social SeCurity Administration for 5 years to improve 
prosecutions. However, as long as there are shortages o•f in" 
vestigators and prosecutors, delays in prosecutions are•~n- 

evitable. 

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

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

--In':olvement of the Federal Bureau of Investigation in 
such fraud investigations, which has resulted in task 
force efforts in seve:al cities. 

~--Plans to improve enforcement methods and techniques. 

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

Justice considered it unfortunate that the legislation 
proscribing Medicare and Medicaid fraud provides only for 
misdemeanor penalties. Although more general fraud statutes 
have been used, they create problems with indictments and 
provide an argument for defense counsel that misdemeanor 
penalties are all the Congress really intended. 

The Congress is currently considering legislation to 
strengthen the penalties for Medicare and Medicaid fraud. 
H.R. 3 and S. 14~ introduced in the 95th Congrez~ on January 4, 
1977, and January ii, 1977, respectively, provide felony 
penalties for certain fraudulent offenses relatJ,~g to Medicare 
and Medicaid. 
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~. CHAPTER 5 

" " 1 . . . . .  ACTIVITIES . ~ A M  iNTEGRITY , 

• L ~-:: IN CALIFORNIA AND MISSOURI 

" ted we examined Medicaid program 
i 'i!~ ~ As the Comm~ttee. reque.Sere'there appeared to be exxon 

~ ' .  - integrity data_tn aityaact~vity and in a St .a t~  wntrees~ve. 
: . :c~tevPtygrppeared~limited.=_rF°nrat, hehStat~a~a program integ 

• activity, we selected Cal~ro .... " - • • and 9 auditors as of Septem- 
• taff of 47 ~nvestlgat.ors "~ ed activity, we selected 

: ~ . .  r~ty s i ( ~ ' ~ . '  For a State w-th Ii .... t --~aid invest~ga- 
/ ' "  bet ~, ~.~'.~.~. ~ , - l l d  not have full-tlme m~u~ ~ nersonnel 

~ . Missouri, w~.~.': ~7= ~ .... ~tiaations were m=u= -~ = . 
tots. Its Mea~ca~u - ' - "  . . . .  

: .  borrowed from other offices. 

California Medi-Cal investigators, who faced a large 
volume of cases and production standards that limited in- 
depth investigations, concentrated on closing cases quickly 
and recovering overpayments- The investigators did little 
self-initiated work because of the backlogs of complaints- 

Missouri's program integrit activity has been minimal. 
About 10 to 15 investigations havye been made, but no prose- 
cutions have resulted- There w~re no written P rocedt~res 

for making inqestigations- 

C A>IFORNI~ 
The investigation Section of the Department of Health 

is responsible for making systematic inquiries into allega- 
tions of violations of Med i-Cal°laws and regulations- The 
Investigation Section is divided into a headquarters office 
in Sacramento and six district offices- The headquarters 
office provides staff support services, including developing 
nd Implementing management information and control systems, 

ures, preparing budgets, 
a i • _ : ..... tioative proced ...... ~d by the social 
developln9 ~"~ .~ ..A ~llno rePOrtS t~u~_ ~ - ~ o n  
m~naaing personnel,_=~.~---~o chief of the inv~L~- 
~nd ~ehabilitatlon servlce ..... has the authority to 
Section said that each district office 
open investigations, do the fie]dwork, and decide the dis- 

"position of its cases. 
• office, the section chief is helped 

t the headquarters ..... ~ ~,telliuence, who Is . 
• . A- .... ~tors--tne cnzeL uL t". _-Z;.=tions of those 
PY tw°.:n.V~s~nsible for backg[°~nd~V~ne}~ciaries, and 
rimarlly ~ ...... ~ to Meoi ~x 

~ishing to provlae s~Lv .... - 

.i 

":% "~ ~'L 
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the chlefllnvestlgator, who is responsible for investigations 
involving Department of Health statutes, rules, or regula- 
tions. The chief :':i~nvestlgatOr is responsible for the effi- 
cient and effective handling of all investigations by the 
district offices. Tnls involves monthly visits ~o each o¢ 

t h e  six office~u • 

The section chief  said that ,  in genera l ,  the i n v e s t i g a -  
tors were e i ther  pol ice science majors or former pol ice o f -  
t i ce r~  or had inVest lgat~ve experience.  The auditors have 
e i ther  come from other State agencies or have a b a c h e l o r ' s  
degree in accounting. We ver l¢ ied  th is  infozmation at the 
two dlSttlct offices we visited. 

In 1975 the investigation Section received almost 7,700 
cases. Of these, 60 percent involved'posslble beneficiary 
fraud or abuse and 40 percent involved possible provider 
fraud or abuse. Medi-Cal officials said that no statistical 
distinction was made between fraud and abuse cases. 

District offices .... 
~nvestipate complaints 

The investigation Manu al prescribes the policies, pro- 
~edures, and guidel ines~fQr the effective and efficient in- 
vestigation of eli complaints. The manual provides that all 
complaints be screened by the district supervisors for in- 
vestigation and subsequent disposition and be summarized in 

a written report~ 

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

a full investigation is made. 

The section chief said that the vast number of complaints 
requiring investigahlon and ths limited staff precluded self- 
initiated investigations. The two district o~flco supervisors 
8ald that internally generated cases bad not been develcped be- 
cause of the massive workload and workload standards. They 
said investigators were responsible for 20 to 150 cases and 
had little time to identify new areas of potential fraud. 

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

33 

~ : 1 1 ~ : L 

. 1 .  

% 



/ 

7 . 

• • - i , •  " " °~c 

• . "ther improve efficiency or face •a ~taff reduc- 
warns it. to el -:-L--~-=tors to respond to cases qulck~y 

o r c e 5  ~ u v ~ % ~  tlon. Tnls ~ ....... ~ ~on~er than the estaD 
and not develop cases wnlcn may ~a~= ~ = 
fished standards. The chief investigator said that cases 

ntl not developed for c~iminal pr°secutig~.Pe" ~ 
were freque Y • • ;t-develo them wou£~'~ex- 
cauSe.the tlme needed tO adequ~-elY~ ,-..•• .P.. • 
ceed~the standard. " '" " • .... ' "~ 

investigations, directe~ ~" 
to quick case closures ~. 

• ..~- The primary emphasis in Medi-Cal .nvestigations ap- 
peared to be placed on closing cases quickly and recouping 

j j" ':/ 

program overpayments- ° 

During 1975 the investigation Secti°n~cl°sed 1,145 
• " ." Recovery of 

p~ovider ca~ == and 1,9.17 beneficiary cases 
overpayments and the use ofwarning letters were among the 
more common dispositions. For providers a~d beneficiaries 
these actions accounted for 47 and 45 percent, respectively, 
of the dispositions. Only 2 percent of provider cases and 
1 percent of beneficiary cases were "devel°ped for criminal 

prosecution- 

We were told that the numDe.r of criminal •cases being 
prosecuted by district attorneys has dropped consideraDly 
because they hesitate to become involved in cases that re- 
quire a long time to prosec ute.• Some district attorneys 
are only taking cases involving $25,000 or more. Also, 
investigators feel that the courts are too lenient. 

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

• warning letters and recovering overpay ments.• 

Although our work in this area was limited, we were 
able to determine that s£atistical sampling generally was 
not done. Criteria were recently i~6erted in the Investi- 
gation Manual concerning when to sample additional claims. 
However, the c~iteria were rarely followed because work- 
load pressures and the workload standards prevented de- 

tailed work on many cases. 

According to the Los Angeles district office supervisor, 
no sampling had been done since 1972 or 1973. He said that 
sampling was time consuming and staff was not available to 
analyze the results. The San Bernardino district office 
supervisor gave the same reasons for not sampling additional 

. . .. . 
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i•:~:~: ~)ilIs. He Was unable to recall when tne last sampling had 

. " : .  occurred. , ,  : - 

- . -  ". ' . . 

.. !;. We analyzed 22 aedi-Cal cases closed oetwees f~pril 5, 
~.i.~!~<-~ 1973, and January 30, 1976. The investigations for most of- ., 

ij~ ~ these cases appeared adequate. .. 

'~': .... In a January 1976 report, the Commission on California 
' ;~- State Government Organiiation and Economy noted that the 
.~..~, Investigation Section was spending too much time identify- 
:i:i/:--. :ing Medi-Cal overpayments. The report stated: 

:i/!..'5:- "The investigation Section is currently bur- -~ 
' dened with •administrative ~uties in rela- 

.,.,;-<:' tion to beneficiary overpayments. This ac- 
. - , : . .  . ,  tivity iS npparently of a routine clerical : . . . .  / : :  

• .-nature wnlcn could. De assfgned to the county 
' . welfare departments w~o now complete the 
. - eligibility screening and are ioentifylng 
- ~ cases of overpayment due t o  ineligiDlity. 

.~ There appears no reason that routine cases 
of overpayment should be handled Dy the 
investigations unit. The unit should De as- 
signed only responsibility for special in- .~ 
vestigatlve work related to fraud and aDuse.'!~:. 

• 'gne california Health and aelfare Agency, in commenting 
• on our draft report, said that the responsiDility for bene- 
.. . ficiary overpayments had been tranifer-red to county welfare' . 

departments. 

. " A Department of •Health official said tnat the Califor- 
nia Department of Benefit Payments' failure to recover 

. overpayments once they were identified created a morale 
proolem with his staff because their efforts were not suc- 
cessfully completed, Tne Department of Health identifies 
about $100,000 in overpayments monthly and refers t~.ese to 
the Department of ~enefit Payments for collection. 

Because of backlogs or other problems in the Depart- 
. ment of Benefit Payments, it actually recovers only aDout 

$25,000 monthly, ae dig not visit this department to dis- 
cuss the proDlems in collecting overpayments. .. 

MISSOUri 
Tne Bureau of hedical 3ervices in the Division o£ Family 

Services of the Department of social Services administers• the 

• : .~.~t"•,. ?..'C,~',~ • : :~ ~: 
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Medicaid program in Missouri. The bureau Chief said there 
~ is no distinct program integrity unit and no full-time Medi- 

' caid investigators- "t~ 

~: : Some complaints are received directly from beneficiaries, 
' and others come through county welfare offices. According 
. to the chief, complaints are placed in the provider's or 

.... beneficiary's file. No logs or reports of complaints were 
~maintained. Therefore, information on the number and source 
~of complaints was not readily available. 

The bureau chief estimated that I0 tO 15 investigations 
excluding pharmaceutical validation work had been made. In 
commenting on our draft report, the Director of Missouri's 
Department of Social Services said we should highlight the 
pharmaceutical validation activity. He stated that, in ad- 
dition to verifying that beneficiaries have drugs of the 
quantity and quality for which Medicaid is charged, the 
pharmaceutical consultant obtains information on physicians' 
services, nursing home services, and numerous other things 

during his investigations- 

The bureau chief said written investigative procedures 
had not been established. The cases we rejiewed showed that 
the individuals involved in making or supervising the in- 
vestigation decided on their own what steps to •take. The 
bureau chief said no Medicaid fraud cases had been prose- 
cuted in Missouri although two cases had been referred to 
countyprosecutors- The county prosecutor decided not to 
prosecute one case and had not yet decided on the other 

case. 

~he chief counsel, Div. sion of Family Services, said 
that Medicaid fraud cases ~ze within the jurisdiction of 
county prosecutors. He said Missouri does not have a civil 
fraud statute providing punitive damages. Therefore, when 
county prosecutors decide not to prosecute on criminal 
charges, the only recourse is to recover overpayments. The 
bureau chief agreed that consideration should be given te 

- referring Medicaid cases to U.S. attorneys for civil prose- 
cution under Federal statutes which provide for punitive 
damages. He said Federal civil prosecution may be the 

• only practical way to punish Medicaid fraud perpetrators 
since county prosecutors were often reluctant to prosecute 
someone in their community on criminal charges. 

In commenting on our draft report, the director of 
MiSSouri's Department of social Services said that our report 
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indicated that Missouri has done nothing to control the 
Medicaid program. He pointed out that, since its beginning, 
the Missouri Medicaid program has had a numDer of manual 
and mechanized controls which enable Medicaid o£ficials to 
detect problems early and usually keep them from becoming 
serious. . 

'~his report £ocuses on the investigation of fraud and 
abuse. No evaluation was made o£ the overall £raud and 
abuse control system, nor is any criticism of such a sys ~ 
tern intended. 

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

. . . .  .'.: 
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.... ~ CHAPTER 6 

.~" MEDICAID-MEDICARE COORDINATION 

San Francisco's and Kansas •City's Bureau of Health 
~.~!:~.i' Insurance and Social and Rehabilitation Service regional 
~i\~, office officials said an effective system for coordinating 
-~[~•'.-Medicaid and Medicare fraud and abuse investigations has not ~ 
~:~.i ~>~,'. been set up. In Kansas City, BHI was notifying SRS (I) when 
.."~ a •physician was suspended from accepting assignment under the 
-, .. Medicare program, (2) about some investigations of Medicare 

fraud, and (3)abo~t/physicians receiving high Medicare reim- 
..'i. bursement. However, BHI was not routinely nQtifying SRS about• 

' all . investigations or giving it all available overutilization 

data. 

On the other hand,. SRS had limited information to give 
•-BHI. An SRS official"said his •agency had not ac£ively par- 

ticipated in Medicaid's program integrity activities but that 
it was establishing a program integrity unit. 

Because SRS had. no fraud unit in San Francisco, BHI 
rarely contacted SRS during Medicare fraud investigations. 
For crossover claims involving Medicare and Medicaid, BHI 
program in£egrity specialists contacted California's Medi-Cal 

fraud unit. 

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

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

grams. 

A Missouri Medicaid official said that numerous con- 
tacts were made with Medicare carriers regarding certain 
suppliers and Medicare officials were probably notified when 
vendors were suspended by Medicaid for fad, lure to comply with 
the participation agreement. However, he .added that there •~ 
was not a complete exchange of information between Medicaid 

• and Medicare concerning suppliers of medical services who 
were suspected of fradd, overutilization, or other non- 
complianee wit~ proqram.-~i-r.ements. Also, some complaints 
had been referred by Medicare carriers and the BHI regional 
office to State Medicaid officials. 

.~ .... o ~ ~i ~-~.•~. ~. 
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- --, Recent actions, when .~m~.lemented, should help improve 
. .the coordination of MediCare and Medicaid fraud in~~--. 

- Z 

• : .  ~ . -  . - . . , , .  ~ . - , , . ~  . . . . - ~  ~.~.. : 

.-. . :  . . . . .  ~,.,.;.;:~ : : -  

tions. - . . . . .  . :  , -  - - ' 

.". " ...--- On. July 27, 1976, HEW published in the Federal Register . ..~, ~,,... 

/~" '~-proposed regulationS oermitting the release or oata on .in- ' ..i . : .-.:. . . . . .., 

./"..dividuals or orqanizations being actively investigated for .~.,.. .--. 

i Medicare fraud or certain types of abuse. . ':- • . . .... -'" :_ 

- " "  Final regulations were .published reauiring the States 
" =~:..i"t0 report toSRS data. on Medicaid fraud cases when complete ... " . 
-""~" .investigations are be.ing-made. SRS has established a Divi- 
-:=:"-.:-. sion of Fraud and AbuseControl at headquarters and has au- 
.ii'.~-thori.zed plans to establish similar units in its regional 
= . off:ix~eso It expectedthese offices to be fully staffed"Iby 

: ~ October 1976. 

" : Also, it appears that Medicare and Medicaid program 
integrity activities will be .brought together "in the Health 

..;.:~.C~%re 'Financing Administration. 

. , L: 
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..... : C:{A PTER 7 

CONCLUSIONS, RECOMMENDATIONS, AND 

~ "HEW COMMENTS AND OUR EVALUATION 

• . . . . 

" ~ ' ~ : , i i / . . ,  :CONCLUSIONS " " " " . 

' ~ "  ..'". Medicare program integrity-ihg~estig ati°ns have largely 
/<-... focused on complaints from beneficiaries or someone acting 
~<" '-on their behalf.. The co.~.p'laints have been about equally 

.~/:~'. •divided between •fraud and abuse. Most abuse complaints...i'n- 
i.:i,i:~ volved violations of assignment agreements, and most fraud 
. ..~, complaints involved billing for services not rende [~.:d- 

- - -  Very little program integrity work has been self- 
~. initiated, and no nriority system has been developed 'fc~t 

directing program integri'ty action. The Bureau of Health 
" Insurance's only established priorities relate tO investi- 

..: gating backlogged complaints- There appeared to be no valid 
basis for these ori0rities, and they were not being followed 
at the two regional offices visited. 

BHI recognized the need for evaluating its program 
integrity work-.- It also recognized the need for more. self- 
initiated work, especially regarding fraud and abuse by in- 

,- stitutional oroviders. A proposed reorgahization of the 
.program-integrity functions dealt with these areas, ilow- 

.. ever, the reorganization has not been implemented because 
of organizational changes within the Department of Health, 

Education, and Welfare, 

Program integrity specialists-~.,Usually, have had little 
• prior experience or formal training in making investigations- 

However, the deficiencies we noted in .investigations did not 
appear to be caused by a lack of investigative experience" 
BHI recognlzed that personnel with investigative and account- 
ing backgrounds would be needed to expand provider fraud and 

other self initiated investigations.. 

• Most fraud complaints appeared 60 resu].t from mis- 
" understandings by beneficiaries or errors by contractors or 

physicians. However, some fraud may have gone undetected 
because of inadequate investigations of complaints. 

We believe that the monitoring of contractors' and re- 
gional offices' program integrity activities needs strengthen- 
ing. Special emphasis should be placed on assuring that sub- 
stantiated complaints of billing for nonrendered services are. 
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not closed without determlning whether such billing isan 
isolated error or part of a pattern of improper billing. 

. The sampiing procedures specified by-.BHI are not ade- 
./ quate tO permit such a determination. :-A larger sample 
. ~hould be take.n. We recognizeC-that thls would require mote 
/ .investigative work. However; tfl staff limitations preclude 

adequate sampling, we believe that larger samples should De 
taken When sufficient staff is available. 

-- " We believe BHI should spend less time accounting for 
• " -complaints andmore time evaluating the adequacy of inves- 

tigations. 8oth BHIheadquarters and the regional office 
'maintain a file for every fraud complaint reported to the 
regional office. Most complaints are resolved by the Con- 
tractor and require no action by BHI except to open a case, 

-r~fer the complaint to the contractor, and close the case 
when the contractor determines that no fraud is involved. 

We believe adequate control over complaints could be 
exercised without maintaining details on all complaints at the 
regional offices and headquarters. Complaints should be for- 
warded to the Medicare contrac£ors for in-house investigations' 
and only complaints that merit further investigation should 

be reported to the regional office. 

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

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

Medicare fraud cases usually involve elderly witnesses 
who may die, be ill, or forget facts by the time a trial is 
held. Defendants frequently ate respected members of the 
community- These factors sometimes make U~S. attorneys 
reluctant to assign a high priority to prosecuting Medica~e 

" fraud ~ It appeared to us that an unwillingness to prosecute 
physicians on criminal charges wa~ ~ major factor in the high 
percentage of cases for which prosecution was declined in the 

. Kansas City region. 

The Congress, as evidenced by section 1877 of the Social 
Security Act, intended that criminal penalties be used against 
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'/~! -~£hose-':~?no 'defraud the ~ "4edica.re- srog~ram- we believe that -. 
.~ better coordination is ,needed. between "S3A, HEW, and the 
~"i Department of Justice it o assure that Hedicare criminal fraud 

statutes are uniformly applied. Also, decisions on whether ...... 
to accept or decline cases should be more timely to better 
a:;sure the availability of witnesses and reduce the need for 

updating information. : 

Medicare-Medicaid coordination was limited. Some co- 
ordination existedbetween Medicare and the two States 

:: :. visited. However, there was essentially no coordination 
i between Medicare and the Social and Rehabilitation Service 
• because SRS had no-program integrity units. 

HEW has acted to provide a framework for better Medicare- 
Medicaid coordination. Final regulations have been published 
reguiring the States to report fraud and abuse data to SRS. 
Proposed regulations for providing Medicare data to SRS have 
been published. SPS had established and was staffing a fraud 
and abuse control staff, and HEW had established and was 
staffing a central Office of Investigations. 

The above actions had not been fully implemented. There- 
fore, we could nor evaluate their impact on the coordination 
of Medicare and Medicaid fradd and abuse control programs. 

Our revie~ of Medicaid investigations in t~ States 
" ~'~i:'i'~showed a wide variance in the emphasis placed e~ :ledicaid 

program integrity. California spent considerable resources 
on program integrity work. However, because of a large volume 
of cases and high Guantitative production standards, little 
self-initiated %~rk was done and recovery of overpayments 
rather than prosecution was stressed. Missouri's program 
integrity investigations were limited. 

_ ECOZ  E v  S 
We recommend that the Secretary of HEW: 

--Strengthen the monitoring of regional and contractor 
investigations so that complaint~: are not closed pre- 
maturely due to inadequate investigations. 

--Establish statistical sampling ~rocedures that pro- 
vide reasonable assurance of detecting fraudulent 
billing practices. 

• --Reduce the paperwork connected with the investigation 
of fraud complaints by referring complaints directly 
to contrEc~ors rather than to the regional office. 

i i~. i ~ i'i~',: ~: 
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Detailed [e cords on unscreened beneficiary complaints 
Should not be maintained by BHI he~doua~ters and its 

reqion~l offices. . , . . : _ ~  " 

--DisCuss With: the Depa:tme~t of Justice the ~¢sslbility " 
Of obtaining more timelY decisions on whether reEerred 
cases will be prosecuted and assuring that Medicare's " 
cri~in~ ! sanctions are uniformly applied. 

• ." .• ... •,• 

'/!~ii::'.o :: ~•--Develop .orior ities for investigating fr~ud and abuse. 

--Acguire oersonnel with the investigative and account- 
ing skills necessary to investigate types of fraud 
and abuse that are more complex than the typical bene- 
ficiary complaints of physician billing for serviceS~ 

• not rendered.. 
/, 

--Delineate the responsibilities of the various HEW 
organizations involved in Medicare-Medicaid program 

' , integrity- 

" --Establish procedures for coordinating program inte- 
grity activities within HEW and between HL~ and the 

States • 

--Work with Missouri .Hedicaid officials to establish a 
more active progr-m~, for investigating Medicaid fraud. 

and abuse. 

--Emphasize to too-level Medi-Cal officials the imFor- 
tance o£ criminal prosecution as a deterrent to 

• -Hedicaid fraud. 

HEW COMMEI~TS AND OUP EVALUATION 

HEW's Decembe: 27, 1976, comments to our draft report 
(see app. If) pointed out that Public Law 94-.505, approved 
October 15, 1976, provides for an HEW Inspector General, 
whose responsibilities include (i) recommending policies for 
end conducting, supervising, or coordinating activities 
carried out or financed by ~!5~ regarding fraud and abuse and 

. (2) keeping the Secretary and the Congress informed about 

. these matters. 

• On March 8, 1977, the Secretary of HZW announced the 
" creation of a Health Care Financing Administration that 
olaces {]~icare and :.ledicaid under one administrator. Hr. 
sta.ted that one benefit of thi-: reorganization will be t~%c 
launching• of a more energetic program of reviews to deter nine 
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ma•jor abuses in health care financing. The HEW "comments 
presented below are based on the organizatiQ~al structure 

~ ~- i • i'i ! 

which existed: in December 1976. .. ~ - ..... - 

-•~ HEW beiieveS that our review did not consider all the . . ~.. " .- 
~{~ o~.~ fraud andabuse controls of the Medicare administrative sY s~ ...... " 
...... i~~'[ tern, of which, the program integr~t¥ ~staff is but ohe-~part.. /"~i. ~ !~i ~ . .i ~•-• 
~...j. HEW cites a number of featuresof its administrative system s 

..<: .-i .designed to insure program integrity. • ....... . , . -..~. 

" °... We believe that some of the administrative features 
i .... cited by HEW have little relationship to the detection of 
.~i.i...~ fraud and abuse or that their magnitude has been overstated- .... ~ 

.: . ~HEW points out. that about 16,000 surveys ar~ made of institu- :'~. 
• ~ tional providers and independent laboratories that participate • 
" in Medicare each year. However, these surveys are primarily • 
" " designed to.insure that patient care is adequate and have. 

little relevance to fraud or abuse detec£ion. .- -- ~ " 

~ ~. ~ .HEW iIso cites the-number of contractors and the staff- 
• years expended on the Medicare program. Although this data 

shows the number-of people employ ed to administer"Medi~are, • 
it tells little about the efforts to detect fraud and abuse. 

, HEW states that about 1,400 staff-years a re spent -• 
annually to audit Medicare institutiona~ providers. However, 
this large effort, which is essential to the provider ~eim- 
bur3ement process, may have littie impact on the detection 
of fraud and abuse. Our review indicated that audits are 

• . usually not of sufficient scope to detect fraud and abuse 
and that intermediary auditors usually did not consider 
whether fray@ or abuse were intended when they detected un- 

allowable costs. " .... 

HEW also cites as an example of its self-initiated work' 
the annual Payment Review Project, which reviews physicians 
with high Medicare earnings and patterns cf practice that 

• appear abnormal. It points out that si.~ce 1971 these reviews ' 
have established about 1,000 abuse cases with overpayments 
exceeding $5.5 million and resulted in about 250 fraud in- 

vestigations. • ~ 

" ThiS project was not initiated by. SSA; it resulted from ~" 
the efforts of the staff of the SenateFinance Comaittee. 
The staff requested data on physicians paid $25,000 or more 

° by Medicare and Medicaid in 1968. Although complete data 
was not available, the data provided to the staff indicated 
that hundreds of physicians might be abusing the programs. 
With regard to Medicare, the staff ~ecommended that each .~• 
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carrier be required to regularly compile and evaluate basic 
payment profile information for each health care practitioner- 

• HEW agreed with the recommend]tion.. 

• We agree that SSA has an extens{ve system that inhibits 
" and helps to detect fraud and abuse and that most investiga- 

" . ;=  ' tions are started based on leads developed from that system. 
" "  However, the svstem has resulted in the program •integrity 
~ ~ . . . . .  Staff being inundated with beneficiary fraud and abuse com- 
. ° . plaints, which generally result from such causes as• a con- 
~ ; tractor error rather than improper billing by providers- 

• ~ . -  HEW states that our report deals with investigations 
from 1972-74, cites statistics more than 18 months old, and 

. : - does not reflect or acknowledge the improvements ana [:~nova- . 
tions made in the fraud and abuse control effort sincu !974.. 

" , .  HEW points out that (i) in 1974, before our review, cD- 
ordination with the Department of Justice .was improved', 
(2) cent.:al office review and monitoring has been expanded,• 
(3) a reorganization, has been partially implemented at head 

.,~. quarters and the regions, (4) investigations are improving, 
and (5) as of June 30, 1976, BHI had referred 578 fraud 
cases to the Department of Justice, compared to the 307 cases 

referred through June 30, 1975. 

Our review did not indicate substantial improvements in 
. obtaining decisions from U.S. attorneys. As of June 30, 1974, 

55 percent of the cases awaiting decisions by U.S. attorneys 
had been with the attorneys for over 6 months. At June 30, 
1975, 56 percent of the cases were over 6 months old.- As of 

. June 30, 1976, 49 percent of the cases were over 6 months old. 

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

. activities for some time. 

Our review, of which the'Medicare portion was made in 
1975, co~red cases investigated by BHI through December 31, 
197~, except for Kansas City, where we examined some 1975 
cases because investigations appeared improved in 1974. "~ost 
of the contractor cases we examined were investigated in 1975- 
Improvements may have been made since that time. 

. .  - .  . . . •  " =  • . .  • 
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' . . . .  . . . . . . .  i"-A'..-A~rstahed SHI's achievements because 
• . HEW sale un~u . w ~  ULL~ 

' i " .  we iqnored statistics showingthat as of June 30, •1976, BHI 
:i". had referred.573 fraud cases to the Department ofJustice. ' 
.~.-". . Statistics for fiscal year 1976 were not published until . . 
• i.:[~.".". - August •1976, alter the comp-let{on of our fieldwork. We-. i : . 
~:'..ii/. ."-" used the fiscal yea~.].975 shatistics so •we could verify and " .. 

~"~ : : i  ~ : . .  analyze them during our review. " i 
~ - " .  ~ , .  - ~ . .  . ,  • , . . 

':,~:~':. : " : ; ,  ". Alth0ugh"referrals"for prosecution have no doubt in- 
.i.i:.:=:.,;. 'I creased substantially, th e•number oF cases is Well •belowthat 

~ .  ' cited by HEW. Beginning with Septet, 30, 1975 , BHI reported 
":•-"" • the number of suspects referred for secu£ion rather than 

i ~ '  ' the number of cases.: In Summarizing .s report, BHI pointed 
~...:-.~:.i- out this •change and •stated that aiof •September 30, 1975, 
~ " > ~ - -  . 326 cases involving 423 suspects ~ere referred. Thus, count L 
, ~ -  ing suspects ratherthan cases resulted in about a 30-percent 
•~' . " "increase" in referrals. BHI's report on referrals as of 

~ - "  -. June • 30,...1976, shows that 578 ~uspects were referred for pros- 
' ; ; . ,  ecution but does not show the number of cases involved. 

, ' HEW also said that our report gives the impression that 
'.. prosecutions are the only result of its program integrity 

efEort. HEW cited its deterrent value, the recovery of over- 
- " oaymen~s and educational contacts to eliminate future bill- 

-ing problems as other benefits. .= , 

We agree that these Other results are beneficial. 

HEW said that we recommended an increase in sample size 
without considering cost and manFower limitations. It noted 
that an objective ofassuring virtually no possibility of 
fraud before closing each of the thousands of cases processed 

" would be an extravagant use of administrative funds. 

HEW el-so said that, although not specifically stated, the 
report indicates that we believe. BH[ should not investigate 
all suspected incidents of fraud and abuse. HEW then dis- 

agreed with this position. 

We recognize that larger samples would require more work, 
but we believe that larger samples should be taken in some 
cases even if they cannot be taken in all cases for which sam- 

-. pling appears warranted. Also~ most fraud complaints are deter- 
.. mined not to involve fraud during their initial development 

and never reach the point at which sampling appears warranted- 
We do not believe that HEw.shouldvirtually assure no possi- 
bility of fraud in every case. we agree that would be too 

costly to justify. 

. ~ :% . . " "  ".. ~,~',.:" : .~ - ,  
• . .  - -  . : - .  , " ,  , ? k - . , ~ : ;  .~ 
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Nor do we advocate ignoring complaints of fra~dand 
abuse. Rather~we are recommending tha~ BHI's~:involvement 
with fraud complaints be minimized until such complaints 
are screened by contractors. Once meaningful priorities 
for investigative effort are established, staff limitations 
may preclude adequate investigations of all compl~. 
Under such circumstances, we would consider selective in- 
vestigations to be appropr.iate. + 

HEW said that it agrees with our recommendation about 
the need for better monitoring and that it has acted, within 
staff Constraints, to improve the monitoring of regional 
office's and contractors. It believes our recommendation to 
refer complaints directly to con£'ractors has considerable 
merit and will consider doing so when satisfied that its 
control of contractors is adequate. 

2.~+ . - - ~  . ... i+.~ +.. 
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Regarding our recommendation that better sampling proce- 
dures be established, HEW said that the sampling of 10.bene-• 
ficiaries is not intended to be applied in all cases and that 
workload and staff resources are considered in determining 
the sample size. Since the program integrity manual does :not 
indicate this, we believe the manual needs revision to re ~ 
.quire that • adequate sampling is performed when staff is 
available. • :.+ 

• . + 

HEW said that BHI has been working with the Department 
of Justice for a number ofyears and pointed out some of the 
actions it has taken. HEW also pointed out that its Office 
of Investigations, which has recently assumed responsibility 
for Medicare fraud investigations, is also working with the 
Department of Justice. In view of the above comments and 
th0se/~f the Department of Justice (see p. 31), i t ' appears 
that coordination between the two DeparZments has improved 
and will continue to improve. 

With regard to our recommendation for developing in- 
vestigative priorities, HEW said that BHI already has a 
priority system end that we did not indicate that some other 
system would be more effective. As discussed on p. 12, 8HI's 
priority system is merely a technique for determining the 
orde~ in which to resolve backlogged complaints. The system 
does not address the issue of allocating resources between 
work done in response tD complaints and self-initiated work. 

HEW also cited BHI's efforts to expand its capabilities, 
the Office of Investigations' efforts to coordinate and 
delineate responsibilities, and SRS's efforts to increase 
coordination between SRS and the State~. 
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HEW concurred in our recommendations regarding Missouri 
::~ and .california and pointed out a number of major actions 
~~:.~' being taken by SRS to enhance enforcement and prosecution 
. activ-ity in all Stat es~with high Medicaid expenditures, 

o:-:.~ : including Cai[fornia and Missouri. These act iOns~include: 

• "i ?. --Fuli-scale reviews planned or underway in major Medi- 
•-~ caid States directed.toward provider-s exhibiting a 

• . ~, high probability of fraud. (We were ad, ised by an SRS 
.:*/ " official on April 6,1977, that a review is expected 
• ' to begin in California in May, but one is not cur 
• ' ' rently pranned for Missouri.) 

. . --Technical assistance to, and coordination with the 

• " . .  " States. . 

--Evaluations of State management systems~.-.- 

--Development of guidance and procedures for detecting 

and investigating fraud and abuse. 

According to HEW, its Office of investigations now has 
staff in every region and is discharging its investigative 
responsibilities in all HEW programs including Medicaid and 
Medicare. The Office is working with an interdepartmental 
Task Force headed by the Deputy Attc, rney General. Also, the 
Office was in the final stages of developing a memorandum of 
understanding withSSA regarding the criteria for referring 

'" Medicare program integrity cases to the Office. The memo- . I s . .  

randum, which was signed after we recelved HEW commentS, 
rovldes that, e~ce~pt for beneficiary fraud, BHI will refer p " .. .~_~.~ ~.Ct.i~.a~~~.~~ ica~d 

" -  cases to tne Otrlce w[i~l, 
and presentation to the U.S. attorney appears warranted. 

. HEW said that preliminary discussions have begun with 
SRS regarding the referral of Medicaid cases to the Office. 

: 

• . . .  • . 
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February 18, 1975 

• • . . ,_ . 

APPENDIX"I 

The Honorable 
Elmer B. Staats 
Comptroller General of the 

United States 
Washington, D . C .  ,. -:.. 

Dear Mr. Staats: 

Because of  the continued attention being given to al legations 
Of fraud and abuse under the Medicaid and Medicare programs, the 
Subconmittee on Health of  the Committee on Finance i s  interested 
in obtaining additional information on how the Program Integrity 
activities umder these Federally-assisted programs are being 
administered and managed. 

With respect to the Social Security Administration's Progr~n 
Integrity function for. M~licare, we ~ould appreciate your Office 
developing information on (1) h~d this functiun is organiz~i, and 
(2) the Program }ntegrity activities in at least t~ Social Securi%y 
regional office~. The review should cove, the following mafters: 

-- The thoroughness and completeness of Social Security's 
investigations.  ": 

-- How priorities on investigations are established. " 

-- How workloads are managed ~ the extent of self-initiated 
investigations as opposed to investigations initiated 
through referrals and/or specific complaints. 

-- Data on the costs of investigations. 

-- The qunlifications established for Social Security's 
investigative staff and the extent of supervision by 
the regional and central offices• 

-- A comparison of the efficacy of present Program Integrity 
organization and activity with that which obtained prior 
to "regionalization." 

.- • . _ . , ~ - : . ~  

. . . ". 

. . / :, 
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The Honocable 
Elmer B. Staats 
February 18, 197S • " 
Page Two 

- -  The procedures for  determining the disposi t ion of 
investigations through re fe r ra ls  ,"or c i v i l  o r  c r J ~ i ~ l  
prosecution, or f o r  administrat ive act ion,  or f o r  
c l o s i n g  a case .  - :  

- -  The d i s p o s i t i o n  o f  = c a s e s  that  have been re ferred  to  . 
the  Department o£ J u s t i c e  with s p e c i f i c  e~phasis  on,~ 
any" backlogs. 

. .  . . . .  . . "  - -  Coordination between ~=dicare and the Medicaid. programs. 
and between Hedicare and other Federal invest igatzve 
and audit agencies. 

- -  Social Secur i ty 's  procedures for  ~ k i n g  and fol lowing 
up on refer~-als to Hedicaid agencies or others. 

- -  The extent of  the involv~nent o£ intermediaries and 
carriers in Social Security's Program Integrity 
investig~tion~ • 

The Committee would a l s o  appreciate  s imi lar  data on sel .ected 
S ~ t e  Hedic~id progr ~ms, including a State  where there  appears to 
be ex tens ive  Program I n t e g r i t y  a c t i v i t y  as wel l  as  a State  ~ e r e  
there  appears to be l e s s  a c t i v i t y .  

The s ign i f i cance  o f  t h i s  request  for  a s s i s t a n c e  l i e s  in the 
• development o f  information as  to  how the e f f e c t i v e n e s s  o f  the 
Program Integr i ty  func t ion  under ~L~icare and ~bzdicaid could be 
improved and ~ such a furztion under any national he~itn insurance 
plan could best  be structured,  adw~nistered and managed. 

. .  ~ : 

SincerelY,  

C h a i ~ n ,  ~ t t ~  on l lealth 

. . . .  • . ~ . .  ~ .  : , . 

• • . . , . ' ~ .  , : ~  . ~  . , ~ - , .  
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C C  : The Honorable A1 Ulln~n 
The Honorable Dan Rostenkowski 
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Mr. Gregory J. Ahart 
~i ........ Director, Human Resources 
:~.~:: ~iv is ion 

• :United States General 
- : -  Accounting Of 6ice 

Washington, D.C. 20548 

: Dear Mr. Ahart: 

• •L  

• . " ;  • , .  . 

. .  . . 

. . . . . 

. .  , - "  . ' . - ' . :  " ,  . . 

" DEPARTMENT OF HEAL.TH. EDUCATION. AND WELFARE 
OFFIC f: OF' THE~ S , [ C R I [ T A R Y  

' . ' ,  . 

, ~  . ' ~,ecembe~ 2 7 ,  1 9 7 6  
• " . L  

APe NDZX" Z Z 

. . • . -  . . 

. 

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

You will note that these con~nents di.scussonly the matters commented on 
in the draft report. As you kn~v, Public Law 94-505, approved October 15, 
197(; provides for an Office of Inspector General within the Department 
to increase our capabilities in dealing with problems of t4edicare and 
Medicaid fraud and abuse. Under this Law, along with other responsi- 
bilities, the Inspector General is responsible for rec~ending policies 
for, and to conduct, supervise or coordinate activities carried out or 
financed by the Department for purposes including preventing and detect~ 
ing f~aud and abuse in its operations--and to keep the Secretary and the. 
Congress informed on these matters. I believe that you may wish to 
recognize these factors in your final report. 

We appreciate the opportunity to comment onthis draft report before its 

publication. 
Sincerely yours, 

f ' . ~ F '  ..~ Assistant Secretary, Comptroller 
{ ' /  
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DEPARTMENT ur nelL• - ...... T~-,=qTIGATIONS 0F H~Dtt~u~ ~ .......... - 
~ O V ~ E N T S  NEEDLu Lr~ ~ ...... 

. . -  ~ I . I D  AND ABUSE" • . -- . . . ," , . ° : ,- 

Ki": Social Security Administration (Medicare) : : .- 

!:'!:~";:' " "':: " " ' '  " t h i s  d r a f t  r e p o r t  has s e r i o u s  sho r t com ings  i n  t h a ~  
- ' - " . ~ . ' ~ h a t  • ~!~ ": . . . 0 w ~ , z l ,  ~e belie-? e ,n re ,urns s t ~ = ~ n g  f r o ~  i n v , . s t , ~ a t ~ o , ? o f  f[a~_~ 

~ , • e  e.~cept r e f e r r a l s  tar  p r o s ? % ~ _ T . " - : i r e s  a t  c o n c l u s i o n s  t ~  are  ~ a s ~  
e d  ro~rmnintegrit7 actxv~y;: .~-- _~_ :.a.~.h ~,nlvsiS Of t h e  ca:ire 

- ~ . o n  a r e v i e ~  o f  statlstxca~ r e ~ o  ' .  . . . . . .  ,.- - criticizes a sampling ~echnique utilized for - 
• ~' .... O" ram Integ'rlty opera.xo.n, • .... ~ it is a selective, sample 
~.'.~;~ .PE g . without r e c O ~ T t ~ z x n ~  ~ .... . f sa=~le 
: . ' .  " ~mvestigat~ve purposes ........ a recommends an ~ncrea-e o . . . .  

' . d a t e l i n e d  by  other ~ d ~ e n t a ~  ~ : c ~ = ~ : ~ ' l i ~ i t . . t i o . ~  i n  ~or~ of th i~  ~ = ~ - -  
OSE an(I ~ l ~ n p u w  

" " " size without considering c - - -~re is v"rtually n o  possibillrY • 
' ~ o ~ : ,  t h a t  a , n  o b j e c t i v e  O f  a s s u r i n g  ~h:~s~ds O f  c a s e s  p r o c e s s e d  w o ' u l d  b e :  . " 

• " : . . . . O f  f r a u d  b e f o r e  c l o s i n g  e a c h  a t  t n e  ~ . " 

" ' - ' a n  extravagan~ use o f  adminlstrat~ve funds 
. re t begins with statements that Medicare 

~e c o v e r  sheet of the .draft - pZTc . . . .  ,aroeIv been directed t O  resolving 
" Investlgations of fraud and abuse nav~ * ~ . • . hat little self-ln'~iated work has Seen . 

iciaries' complaints, and t . -~-;.;~rr • ve control system. ~x*e~e 
• . -  , i - h i  of the  o' era     oo care ta. e in o 

are inaccurate and m~sleadi g. ; ........ d ~:o - • Statements ....... ~..- s-seem wn%cn ~s aesx~- 
..~ • eo.nslderatlon the ~ed%care a em~ ~.su~.~t-.,.,,,- ., which are potentiallY 

assure proper 1)ayment and identify those situation'- care fraud and abuse contrO~ 
Ezaudulent or abusive o t  t~e progra-. Medi. _=: ~. vh~ ureau o~ Hea~th " 
~tlvities c ~ n d u c t e d  by the Program Integrity stg~* ~ ~--- B • he overall effort to  assure prooer • . . ° , -- . 

" ~L~urance (E :~r-) a re  bur  one facet.°f_~__hos.,itals, s k i l l e d  nursing fac].!~t~es, 
i s .  "All i n s t i t u t i o n a ~  prov~oe.~. . . _  [ ........ a bv S t a t e  a g e n c i e s  u r . a ~ .  

• ~ y m e n  h ~ e n c i e s - - a r e  p e r i o a x c a ~ y  ~''~-- "..~, ..... a i n d e ~ e n d e n ~  
and home healt- ab i ,~-..~ ~g ~OO surveys o£ provxu=~ . . . .  . 

" "" d e t a i l e d  Federal rules. ~u ...... --- - 
' r made each  y e a r .  1 . s b o r a t o r i e s  a e 

A p r o v i d e r ,  c e r t i f i e d  t o  p a r t i c i p a t e  in ~ d i c a r e ,  can  h£11 t h e  c rog ra :u  c n i y  
f o r  s e r v i c e s  t o  p e r s o n s  ~ h o s e  b e n e f i c i a r y  s t a t u s  has  b e e n  c o n f i n a e d  t h r o u g h  
c a r e f u l  p r o c e d u r e s  e s t a b l i s h e d  by the  p r o g r a m .  When a p r o v i d e r  does b i ! l  
the program for services to a beneficiary, the bills are reviewed for 
coverage and medical necessity by intermediary organizations consi~clng o f  
.~ Blue Cross plans and cow~ercial insurers. These inter~..ediaries annually 
expend in the neighborhood of 7,800 ~an-years carrying ou= prod.ram functions 
K~cluding provider bill revic~¢s which employ procedurcs, derek°pod under 

" oetai~ed Federal instructions, ~hat are regularly and sys~emacicallY 
z~nltored by Bill headquarcc~'s and regional office specialists. F~nal 
payment for a ?rovlder's bills is determined by an intermediary o n l y  :~ger - 
~t has received, analyzed nnd, in man,-cases, field audi[cd t h e  provider's . 

• annual report of ~he costs o f  services to Medicare bc**cficiaries- Approx- 
imately l,&O0 man-years arc e.x-pe,ded annually by the it~tcrmediartes or • 
~hei%" auditors c6 audit, in varying d e g r e e s  of intensitY, the ~!cdicare cost 

reports of s~ane 13,000 providers t h a t  par~Icipace in ~hc progr.am. 

" . / 

.,./ • ~ ,. 
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APP~N DIX I I  

S / ~ t l a r  c o n t r o l s  a r e  i n  e f f e c t  v t t h  r e s p e c t  to  the  b i l l s  o f  p h y s i c t a n s  
and other ~-uppliers of medical services. Again• bills are accepted for 
paymen= only after ellglbillty o~ the beneficiary is confirmed throu,zh 
careful procedures established by the progrn.~ "LThese bills are reviewed 
f o r  c o v e r a g e ,  m e d i c a l  n e c e s s i t y . ,  and r e a s o n a b l e n e s s  o f  c h a r g e s  by  c a r r i e r  
oIT, anizations--48 Blue Shield plans and c o r ~ e r c i a l  insurers--who annually 
• tx~end about 14,000 man-years on bill review and other Medicare functions. 
~re again, the bill review processes are established under Federal 
instructions and are systematically monitored by BHI headquarters and 
regional office specialists. Each bill paid generates an "Explan:-tion of 
l~dlcare Benefits, form which is sen= to  the beneficiary to review and . 
notify the carrier or the Social Security Administration if there is an 
error or Iraproper charge. 

~ of the foregoing -'ctiwl'ties are, in essence, se!f-init~-ated sources 
Which identify situations that give indication of attempts to defraud 
or abuse the .Medicare program. All of these situations are addressed by 
the  P r o g r ~  Integrit) staff of Bhil. 

Concomlrantly• the Pr~,gram Integrity staff carries out an annual Pa)m~ent 
Review Project which hooks at those physicians who have Medicare earnings 
In excess of a Specified a.~oun= and ".'ho have a paztarn of practice which 
~ggests certain depaxtures frora the norm. Since 1971• Program Integrity 

. has identified 15,296 such physicians. Reviews of these physicians have 
established some !,OOJ abuse cases with overpa}.'m, ents exceeding $5.5. million. 

- -  . . . . . . . . . . .  • - - r ' r "  . . . . . . . .  ~ 2  . . . .  - - ~ -  

the  Program Rev iew P r o j e c t .  

I n  view of the processes and activities cited above, GAO's conclusion that 
little self-inltiatca work has been done is simvly not supported by the facts. 

The Way the draft report is written gives ~he reader the impression that it 
represents the situation as it exists today. In fact, the report: ~ covers 
ease investigations goin B back to the period 1972 to 1974, and cites 
statistics that are more chart 18 months old. It does not reflect or 
acknowledge the irzp. rovemencs and innovations made in the fraud and abuse 
control effort since 1974. 

• In 1974, prior to CAO's review, BHI streamlined its fraud case referral 
procedures wi:h the Department of Justice and established a follo~J-up 
mechanls=. Bill central office role in case revir.~; and regional office 
monitoring have been expanded. Part'.'nl implementation of the reorgani- 
zation of the fraud and abuse control activity has taken place with a 
resultant reprogra_~m..ing of staff, both centrally and in the region~. 

• Case Investigations have improved and are continuing to improve. The 
draft report understates Bill ae! ievements by ignoring ~he s~at~stics 
that were provided to CAO--i.e., through June 30, 1976, Bill had rcfcrrcd 
~ 8  f raud  c a s e s  to  t h e  [h:partment o f  J u s t i c e  f o r  c r i m i n n l . p r o s e c u t i o a .  
In c o n t r a ~ t ,  t im "draft  report  c i t e s  the 307 c a s e s  t h a t  had been  r e f e r r e d  
through June 30,  1975.  
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• G A O  R E C O , ~ I E N I ) A T I O N S  A N D  D E P A R ~ - f E N T  o n ~ T ~  

o CAO R e . c o ~ e n d a t  i o n  

That the SccrLtary, It~.,!, direct the Coa~mlssionc~ o£ Soclal Sccurlty to: 
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.-.~'-/ . - - -SUren~then  the  m o n i t o r i n g  o f  r e g i o n a l  and c o n t r a c t o r  I n v e s t i g a t i o n s  
• . , -.  t o  a s s u r e  c h a t  c o m p l a i n t s  a r e  n o t  c l o s e d  p r e m a t u r e l y  d u e  t o  
:';i!::!i Imadequa te  Or i n c o m p l e t e  I n v e S t i g a t l o r ~ s ,  - 

'~\~-::. . . E s t a b l l s h s C a t ~ s t l c a l  s a m p l i n g  p r o c e d u r e s  if%at p r o v i d e  r e a s o n a b l e  
}:,.~'~::i•'/~-~ a s s u r a n c e  o f  • d e t e c t i n g  f r a u d u l e n t  b i l l i n g  p r a c t i c e s ,  

." :,.-'.:-.~.~ .' • - -Reduce the  paperwork  connec te ( [  w i t h  the  i n v e s t i g a t i o n  o f  f r aud  
" . :'l l ~ complaints by referring complaints dircc'~ly to contractors rather 

" ~ ~: [~' than t o  the regional office. Detaiied records on complaints 
" which cannot be substantiated should no~ be maln~ained ~y BH~ 

• ~i ~ headquarters and its regional offices, and : 

l' "~:; ' [i[ . . .- ~ = er into discussions with the Department of Justice directed 
• ~ t~ards obtaining more timely decisions on whether referred cases 

.... 

w~11 be prosecuted and assuring that Medlca:e's criminal sanctions 
are uniformly applied, consistent with legislatlve intent, throughout 

the United States. 

- . ." 

i i! i !i! 

% . ," • , - 

: D e p a r ~ e n t  Comment "'" . 

• We conenr  w i t h  the  f i r s t  p a r t  o f  the  recommendat ion .  To the  e x t e n t  p o s s i b l e ,  
w'b:h!n -urrent staffing constraints, BH~ has expanded its central office 
~ase review and monitoring activities. The regional offices also have 
expanded their monitorin~ of Hedicare contractor $ nvestigations. 

As 60 the second part of the recon=nendatlon, we wculd ~oint out that the 
sampling of I0 beneficia'ries,: as" suggested by BHI'~ operating instructions, 
is not intended to be applied universally in all cases. A nu~nber of 
factors--including wo-:kload and staff rasources--a~e considered• in 
determining sample size. We would also point out tha~ a case is not closed 
solely on the results of a nonproductive s~mpling of beneficia':ies. 
Subsequent to the sampling, the suspected individual is confronted and 
afforded an opportunity to explain the questionable billing which prompted 
the inquiry. The case is closed only if the e~lana~ion is determined to 

be satisfactorY .• 

We believe that tie third part of the reconmendatlon--to refer fraud 
complaints directly to the contractors--has considerable merit and will 
be consldered when ~e are satisfied that we have established adequate 
control of the carriers' handling of their existing program integrity workload. 

"As to ~he last part of -.he ,aconunendation, discussions with the Department 
Of Justice have been in progress for a number of years. In 1974 BI|I, in 
• conhert with the Depart..-~uc uf justice, established procedures which pert.lit" " 

• early and sm.~narv re[,_.rral of criminal cases.: Bill also establishcd a 
o follo~-up system to identify cases aging to~4ard the point whore they could 

~ose prosecutive appeal. Further, the Department of Justice is notified 

whenever BHI dlsa~rees with the declination of a ~iven case by a U.S. 
Attorney or believes that cases are being unduly delayed. 
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CAO R eeo.-,/e.e.nda t I on • ;";. 

• .,,:.i-., .'. : "That t h e  S e c r e t a r y ,  H-~/, . a s s u r e  t h a t  a c t i o n  i s  t a k e n  to: 

--Davelo~ priorities for investigating fraud and abuse 
~ c l u d i n g  self-initiated efforts and more extensive 
effort in-Part A of Medicare, 

. .., 

% 

"-- . '-.. 

;• i :i • . :- • 
- ° -." 

--Acqulrepersonne ! wlth t h e  investigative and accounting 
skills that~ould be necessary to investigate t~es of. 
fraud and abuse that are more complex than the typir.al 
beneficiary complaints of physician billing for services 
~ot rendered, 

--Delineate'the responsibilities of the various HEW 
organizations involved in Meditate-Medicaid program 
~tegrity, anc 

--Establ~sh procedures for coordination of su:h program 
integrlty activities Within P--rW and'be~eea H~and 
t h e  S t a t e s .  

APPENDIX II 
./*. 

Department Comment 

BKI do~s' have a priority system which calls for certain cases t6 be 

Insofar as ~e can tell, &AO's study did not indicate tha= some other 
system of se=ting priorities' wda/Id be more effective or productive. As 
the draft re;art inf[cates, BHI plans call for additionaL-staff with 
accounting and investigative backgrounds, expanded studies and inves=i- 
gstions of institutional providers, broader evaluations of the fraud and 

• abuse control program, and improvements in the systems for detecKing 
fraud and abuse. 

The draft report notcs =hat proposed and final regula=ions--perralttlng 
the release of Medicare fraud and abuse data to State and Federal agencies, 
~nd requiring the States to report Medicaid fraud data ~o the Social and 
Rehabilitation Service--together with the es'.ablis~mcnt of the Office of 
Investigations, offer opportunities for better coordination of .~'pdicare 
and Diedicaid fraud investigations in the £uture. Die favor improvements 
In the coordination of fraud activities and will ¢'.lly cooFerate in any 
Department effort in this regard. 

t 

Wh'lle not part of GAO's rccon~:cndations, the ~Iscusslon in "-_he report Itself 
ItAdlcates that CAO believes B[[I-should nor .nvcstlgaLe el'. suspected incidents 
of fraud or abuse. We do not a~ree and " ,old point out that existing policy 
calls for eli incidents to be Investigated. 

/ 
t 
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: i. n~es 3 and &°-Under the cap t ion  "Admin i s t ra t ion  of  ~he Medlcar.e s.nd 
- ~ " ~ d i c a i d  programs", r~e r e p o r t  d i s c u s s e s  the a d m i n l s t r a c L v e  mecl~an~sm 
• " ~or  t h e  H e d l c a r e  proL ~ram- IC does  v a t  m e n c l c n ,  h o w e v e r ,  the  Program 

l~alte~l~y S t a f f ,  w h i c h  i s  l~h e u n i t  r e s p o n s i b l e  f o r  i n v e s t i g a t i n g  f raud  
~ud a b u s e .  As a r e s u l t ,  t:he r e a d e r  i s  l e f t  ~ C h  the  £ ~ b s i o n  chaC t h e  

c a r r i e r s  and intermediar ies  a r e  respons ib le  for th i s  asp'ecC'o£ program 
8 d = i n i s t r a c i o n .  T h i s  i m p r e s s i o n  i s  a m p i i f i e d  by the  d i s c u s s i o n  i n  t h e  

• i a s c  para.~raph o f  t h i s  s e c t i o n ,  page &, o n  t h e  l a c k  o f  a M e d i c a i d  f r a u d  
4 n v e s t t g a c i v e  u r i i t  and SRS's  p!.an~ i n  t h i s  r e g a r d .  We s u g g e s t  t h a t  a 

• 8 t a t e m e n C  a l o n g  the  f o l l o w i n g  l i n e s  be i n s e r t e d  a f t e r  t h e  f i r s t  s e n t e n c e  
. . . . .  ~ _,,~uT has  an o r g a n i z a t i o n a l  c o m p o n e n t ,  

~0£ t h e - s e c o n d  p a r a g r a p h  on p a s t  ~ -  ~ , ~  o 
• t h e  Program I n t e g r i t y  S t a f f ,  w h i c h  i s  r e s p o n s i b l e  f o r  t h e  d~ -cec t i on  and 

• £avese. iga' . ion o f  suspected Medicare fraud. " 

p a _ ~ - - R e f e r e n c e s  i n  the second and t h i r d  paragraphs to the "Bureau o f  
FJ.eld Operat ions"  sl-ould be changed co the "Off ice  of  Program Opera t ions . "  
In addition, the second paragraph is  misleading in that IC implies the 

r e s p o n s i b i l i t y  for detecting, investigating, and preventing fraud and 
abuse is shared equally by BHI and the fo.~ner Bureau o f  Field Operations. 
Actually, the district offices, under the Office of Program Operaticns, 
are the contact point for the Medicare beneficiary popula:ion and che~c. 
f ~ctlon is to cake complaints and forward them to BHI. In certain 

. instances, the personnel in the discrJc r- offices ~ii conduct a limited 
• Investigation at the direction of the Bureau of Health Insurance. We 

Suggest that the paragraph be changed, after the fi:st sentence, t o  read 
'~'ne Bureau of Health Insurance has the responsibility for preventing, 
detecting, investig e.~-ing, and referring for prosecution or otherwise 
resolving instances of }~dicare fraud and abuse. The discrlct offices are 
responsible for receiving Hedicare co~nplaints from bel~ficiari~s, obtaining 
pertinent facts via  a statement and fo~--~arding a-=me t~ BH'i. Upon request, 
district office personnel will conducr limited preliminary investigative 
work. This effort is assisted iby the health insurance contractors. " 

~--The following additional Program Integrity responsibilities should 

be sho~n following the first item at the top of the pa~e: 

--Development of a training proE rmn for centr~1 office and regional 

office staffs 

--CoordlnatinE an annual review of selected physicians 

To correct the f'iEure in the first sentence o£ the second• paragraph, we 
suggest that the sentence be thanked to read: "A~ of Juhe 30, 1975, 
.. followlng the partial implemcvcation of a reorganizatloa plan, the staff 

cons is ted  of a b o u t  ~ 0  pro£ess iona l~ . "  

• ~ : i'• i 
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Fe__~_~--The f o l l o w i n g  should  be inc luded  i n  the  l l s ~  o f  d u t i e s  and 
r e s p o n s l b L l l t l e s  o f  the  r e g i o n a l  program l n t e g r ~ t Y  s t a £ £ s ;  we s u g g e s t  
t h a t  I t  be s h o ~  as  the  second i tem: 

- - g e v £ e v i n g  r e p o r t s  ~ o m  c a r r i e r s  on  s e l e c t e d  p h y s i c i a n s  as  p a r t  
o£ the  e v a l u a t i o n  of  carr-~ers" u t £ ~ I z a t l o n  c o n t r o l  sys tems  (PAGE) 

The f l g u r e s  shown In  the  f i r s t  ~ 1 1  paragraph on page I I  should  be changed 
t o  r e £ 1 e e t  the Apr l l  1975 t r a n s f e r  to  the  program i n t e g r i t y  e f f o r t  in  the  
r e g l o o a l  o f f i c e s  o f  p e r s o n n e l  former ly  a s s i g r ~ d  to  Program V a l i d a t i o n .  
The c o r r e c t  f i g u r e s  are  ( I )  79 Program I n t e g r i t y  and Program V a l i d a t i ~ n  

. . : S p e c i a l i s t s ,  (2) 34 Hea l th  Insurance  Program S p e c i a l i s t s ,  and (3)  8 o t h e r  
" p e r s o n n e l .  These f i g u r e s ' d o  n o t  I n c l u d ~ c l e r i c a l  p e r s o n n e l .  

Page 1 2 / 1 3 - - I n  the f i r s t  paragraph,  the  i t e m d e a l l n g  w i t h  prov ider  c o s t  r epor t s  
8-houl~ read: "reviews  and a u d i t s  c o s t  r e p o r t s  and medica l  records  .from 
i n s t i t u t i o n a l  p r o v i d e r s . "  The second paragraP h on t h i s  page i s  m i s l e a d i n g  
in  s t a t i n g  that  no c o n t a c t  i s  n e c e s s a r y  w i t h  the r e g i o n a l  o f f i c e  on those  
cases resolved through a review of the contractor's inhouse material. The 

" £act is that the intermediaries and carriers must provide the BHX regi~al 
office with a report of all cases resolved Internally sho~ting the nature 
Of the problem and th~ resolution. We suggest that the second sentence 

be changed to read: 

'q~hen complaints can be resolved through a review of Inh@use 

regional office with a report showing the nature of the problem 
and i~s resolution, even though a referral is not.necessary." 

[See GAO note I ,  p .  ~ 4 . ]  

. £ ,  i i  ..- " 
- " . : . ' / .  i . . . .  • . - =  ~ 

" ; ' . ' 7  "." : ' . . ' "  - " " : "  " - 

' ' . ' : ' ,  :' " "  7"-" " . : . , ; . ' j .  ~ . .,.:..- 

The l a s t  p a r t  of  the second sentence of  the f i r s t  p a r a g r a p h - - s t a t i n g  that  
s e l f . i n i t i a t c d  i n v e s t i g a t i o n s  of  p o t e n t i a l  fraud and abuse have been l i m i t e d  - °  " 

• ignores seth  s e l f - i n i t i a t e d  a c t i v i t i e s  as the pav~cnt Rcvic~ P r o j e t t j  
c o n t r a c t o r  reviews performed.by  Program I n t e g r i t y ,  and the o v e r a l l  Hcdlcare  
a d m l n l s t r a t l v e  c o n t r o l  sys tem descr ibed  e a r l i e r .  
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A P P E N D I X  ' I  Z:  
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Tho ££fmt  sentence  o f  the second paralraph p l a c e s  undue e ~ p h a s l s  on t h o  
p z o p o r c l o n o ~  c a s e s  r e f e r r e d  for  prosecuClon,  and leads t h e  reader  o f  t h e  
zeport to bel ieve that  th~o is the only restslc of  the program ~ n t e g r i t y  
e f f o r t .  The r e p o r t  omits  a n y . m a n t l e t  o f  p o s i t i v e  de19rz'a~t va lue  o f  t h i s  
a c t i v i t y ,  o f  the overpayments whlc~  are  recovered  as. .a r e s u l t  Of a c o m p l a i n t ,  i 

o f  a l l e g e d  fraud, or  of  the e d u c a t l o n a l  c o n t a c t s  chaC are  made Co i n s u r e  
£~tu=e b i l l i n g  problems w i l l  not occur .  

The seco'nd Sentence  o f ; t h e  second paragraph s t a t e s  tha t  compla in t s  by 
b e n e f i c i a r i e s  appear to be l e a s t  l i k e t y  to be r e f e r r e d  to  the Depnru~ent 
o f  ~ u s t i c e .  This  i s  ~;ot borne out  by the  s t a t i s t i c s  o n p a g e  19 o f  the  

• r e p o r t - - s h o ~ i n g  that  o f  the c a s e s  submit ted  to the U.S.  A t t o r n e y ,  &l p e r c e n t  
r e s u l t e d  from b e n e f i c i a r y  c o ~ p l a i n t s  and &l p e r c e n t  f r o ~ c o n t r a c c o r  r e f e r r a l s .  
In  both the s t a t e . a n :  and the s c ~ t i s t i c s ,  GAO apparent ly  did not  c o n s i d e r  
the f a c t  that  a p o r t i o n  o f  the c o n t r a c t o r  r e f e r r a l s  were i n i t i a t e d  by a 
compla int  o f  a b e n e f i c i a r y  to  the Contractor .  Moreover, the c~o t y p e s  o f  ... 

cases are  very  d i f f e r e n t ;  the b e n e f i c l a ~ 7  complai~c  I s  a "raw" c o m p l a i n t  
~ i t h  no development ,  whereas the c a r r i e r  r e f e r r a l  ks a p a r t i a l l y  ~ e v e l 0 P e d  
case  which has been s.:reened for e r r o r  or misunderatanding. In v i e w  o f  t h i s ,  
go b e l i e v e  that  bach the" &AO s ta tement  and the s t a = i s t i c s  are m i s l e a d i n g  
and s u g g e s t  that  they  be d e l e t e d  from the  r e p o r t .  

I n  the l a s t  s e n t e n c e  o~ ~he second paragraph, CAO e x p r e s s e s  an o p i n i o n  that 
improvements are needed to reduce the administrative effo~t connected ~i~h 
beo~f~clarv comnlain,.s. GAO mgv want tn clarify th~s rip. i n , o n  ~nee ~t .eems 

. tO  Suggest" £hat'so,.c eomplaintsshosld not be investigated, r~I policy has 
been to  appropriately investigate all complaints a~leging incldencs o f  fraud 
OZ abuse. We believe that this policy should continue. 

pa e_~!8--The third line of the third paragraph states that as o f  June 30, 1975, 
307 cases had been re~erred for prosecution. Mmre current information, shows 
~ha~ the number "of referrals had i'ncreased to 578 by June 30, 1976. ~ere. 
again, however, ~he reader of the report is led to b@lieve that referral of 
cases for prosecution is the only benefit stemming from the progr~un 

integrity effort. - ' "  ~ 

~--With respect to the statistics c i t e d  in the first full paragraph, 
we pointed out earlier that ~O apparently did not-consider the f=cC that 
a'portlon of the contractor referrals were initiated by a complaint of a 
beneficiary and, moreover, that the two types of cases mentioned are not 
'comparable; the beneficiary complaint being a "ra~¢" complalnt with  no 
development, whereas the carrier referral is a partlally developed case 
that has been screened for error or misunderstanding. Thus, we st~esC 

th~C the&e statistics be deleted. 

- ~ - - T h e  s e n t e n c e  beg~nnlng on the th ird  l l n e  should  be c o r r e c t e d  to  
show that  a copy o f  the c o n t r o l ,  Form..SSA-201&, not  a copy o f  the c o m p l a i n c ,  
i s  o e n t  to  headquarters .  
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P ~ e s  ~1 and ~ 2 - - ~ h l l c  the  [dea. . -mcnt ioned i n  the  paragraph b e g i n n i n g  a t  
t h e  bottom o [  p a G d 2 1 ' ' ° [  r e d u c i n g  a d m l n i ~ t r a t £ v e  c f f o r t  on t h e  p a c t  o f  

: ., t h e  h e a d q u a r t e r s  and r e g i o n a l  o f f i c e s  mat be d e s i r a b l e ,  we b e l i e v e  i t  
':~:: ~hould  be c o n s l d e r c d  when v e  have e s t a b l l s h c d  adcqunte  c o n t r o l  of  the  
: " - " "  c a r r i e r s '  h a n ~ l l n g  of  t h e l r  e x i s t i n g  program i n t e g r i t y  w o r k l o a d .  

: - = ' " ' ~  ~ - - T h e  s t a t e m e n t  made i n  t h e  l a s t  paragraph oE t h i s  p a g e - - t h a t  
. a d  noc  been  i s s u e d - - i s  noc  c o r r e c t .  I n  3 u l y  1 9 7 6 ,  BRI 

:~. : g u £ d e l l n c s ,  e t c  h - . . . . . .  ued to  e s t a b l i s h  I n t e r i m g u i d e l i n e s  and 
. . ' - ~  ' " I d e n t i c a l  Mea~orandum7by~ was ~ .  _ . . . . .  ~ - - -  and program I n t e g r i t Y .  

" : -  p¢ocedures b a l e e n  t h e . O f f i c e  o¢ l n v e s ~ x s ~ -  . . . .  

" " ~ - - T h e  f l r s ~  s e n t e n c e  O'f t h i s  page s t a t e s ,  "Fraud i n v e s t i g a t i o n s  by 
' : " :  " II • , ? .  b o t h  the  San Franc isco  and Kansas C i t y  r e g i o n a l  o f f i c e s  were  o f t e n  i n a d e q u a t e  

a~though Kansas C i t y ' s  r e c e n t  i n v e s t i g a t i o n s  showed improvement.  The 
• ~ l i c a t i o n  is  chat  San Franc isco  d i d  not  Sjaprove. However, GAO d i d  not  

• examine the  more r e c e n t  cases i n  San FranciScO as ~hey d i d  i n  Kansas C i t y  
and,  khus, the  q u e s t i o n  a r i s e s  as to ~d~ether San Franc isco  too would have 
s h o r n  improvement  i f  CAO had l o o k e d  a t  the  r e c e n t  c a s e s  t h e r e .  We t h i n k  

Chat t h e  ~ e p o r t  s h o u l d  be c l a r i f i e d .  

The s e c o n d  paragraph ~n page 27 s t a t e s  tha~ the  s a ~ p l l u g  p r o c e d u r e s  a r e  
• ~nadequate  and d e m o n s t r a t e s  t h i s  on page 28 w i t h  p r o b a b i l i t y  s t a t i s t i c s  

~dxich may n o t  he a p p l i c a b l e .  The sample  which  i s  done i s  n o t ,  n o r  i s  i t  
i n t e n d e d  t o  be ,  a s c i e n t i f i c  sample  o f  b i l l s  s u b m i t t e d  by a p h y s i c i a n .  I t  
i s  a b l a s ~ d  sample  whereby  we s e l e c t  a sample  o f  b i l l s  which  ar~  s~Jni lar  i n  
C~a~.C.~Lc~ . a g ~ ' ~ i , g  L|,e Lype o[  s e r v i c e  b~Lleo zor ,  and p r o x i m i t y  i n  t i~ .e 
to  the b i l l  in  q u e s t [ c o .  F u r t h e r ,  we t h i n k  t h a t  C~O's d i s c u s s i o n  o v e r s l m p l i f i e s  
th~ Medicare  deve lopment  p r o c e s s  by not  c o n s i d e r i n g  many Jud~uenta l  f a c t o r s  

"n e v e r  c a s e .  For example' ,  i f  the  i 0  b e n e f i c i a r y  c o n t a c t ~  
~ h l c h  are  i n v o l v e d  • Y . . . . . . . .  ~___a el e e h v s i c i a n  i s  c o n t a c t e d  
f a l l  t o  d e v e l o p  a pa~c- .ru u n l c h  ~ n o l c a c e ~  ~ ,  - .  - - .  
f o r  an e x p l a n a t i o n  o f  the  i r r e g u l a r i t i e s .  I f  t h i s  ~ x p l a n a t i o n  i s  n o t  
s a t i s f a c t o r y  i n  the judgraent o f  the  I n t e r v i e w e r ,  a d , l l e i o n a l  b e n e f i c i a r i e s  

a r e  c o n t a c t e d .  
~ - - W i t h  r e s p e c t  t o  the  f i r s t  S e n t e n c e  fo l low,  l o g  t h e  t a b l e ,  s i n c e  
abuse  c a s e s  are  not  r e f e r r e d  f o r  p r o s e c u t i o n ,  i t  would be more a p p r o p r i a t e  
t o  show the  number o f  fraud c a s e s  o n l y - - i . e . ,  2 2 - - r a t h e r  than combine b o t h  
fraud and abuse  c a s e s .  Thus,  t h e  r e p o r t  s h o u l d  sho~ t h a t  4 o u t  o f  22 f raud  
c a s e s  ~ e r e  r e f e r r e d - - a  c o n s i d e r a b l y  g r e a t e r  p e r c e n t a g e .  

~ - - E a r l i e r  in  t h e s e  comments ,  we p o i n t e d  out  c e r t a l n  i n a c c u r a c i e s  o r  
omtcsions i n  the f i r s t  two examples on t h i s  page.  

. o  

The l a s t  s e n t e n c e  o f  the  l a s t  paragraph on t h i s  page i s  i n t e n d e d  c o - r e f l e c t  
t h e  r e a s o n  g i v e n  by Program I ~ c c g r i c y  o f f i c i a l s  [or  the c l o s u r c  o f  some c a s e  s .  
To morc f u l l y  and a c c u r a t e l y  r c f l c c t  the  r e a s o n  for  the c l o s u r e s ,  wc s u g g e s t  
t h a t  the  s . ta tement  be m o d i f i e d  a l o n g  chase  l l n e s - - " P r o g r a m  I n t e g r i t y  o f f i c i ~ I s  
$~£d t h a t  Oorkload p r e s s u r e s  f o r c e d  a c o n c e n t r a t i o n  on more p r o m i s l n ~  c c s c s . "  

.. , . . 
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[See GAO note .I~ p.. 64.4 

L -; 

/ 

~ - - I n  the last paragraph, we suggest that Kansas City staffing with 

respect to project leaders be shown. Kansas City has one project leader 

with supervisory as well as investigative responsibilities" 

~--The last paragraph mentions that the U.S. Attorney was dissatisfied 
wi£h the quality of some Hedicare cases. BHI would appreciate receiving 
information from GAO on those cases discussed with the U.S. Attorneys in 
order t o  determineif they were incomplete "because of an early an~ su~mary 
contact w~th the U.S. Attorney designgd to obtain his guidance on further 

d e v e l o p m e n t .  

[See GAO note i, p. 64.] 
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.~.. . I f .  - S o c i a l  and R e h a b l l i t a t i o n  S e r v l c e " ( H e d l c a l d )  = " - -  " : . . . . . .  

:':"""~.[ 6AO Recommenda t ion  " " :"" 
: ".. . . . - 

: / ~ : ~ .  The S e c r e t a r y ,  ~ ' ~ ,  s h o u l d  d ~ r e c t  t h e  A d ~ I n l ~ t r a t o r ,  SRS, t o :  - - - .  - . : " , .  7 

- .  . . . . . . , , . 

. . . ,  : - . 

- -Work  w i t h  t h e  F ~ s s o u r l  M~d~cal  O f f i c i a l s  t o w a r d  e s t a b l l s h l n g  a ~ o r e  . . . . .  -::.:- 

~~.' ¢ - - E m p h a s i z e  t o  t o p - l e v e l  C a l i f o r n i a  M e d i c a i d  0 f f l c l a l s t h e  i m p o r t a  n c e  - .. -= 
-[!~'[i![-..'" o f  c r i m i n a l  p r o s e c u t i o n  a s  a d e t e r r e n t  t o  M e d i c a i d  f r a u d .  - 

-..~:. ' D e p a r t m e n t  Con~en t  . , 

" ' ~  " We c o n c u r .  T h e c o w - - e a t s  b e l o w  a p p l y  t o  b o t h  r e c o m m e n d a t i o n s .  

• -. The  M e d i c a l  S e r v i c e s  A d m i n l s t r a t l o n  (HSA) o f  t h e  D e p a r t m e n t ' s  S o c i a l  and 
- R e h a b i l i t a t i o n  S e r v i c e  h a s  d l r e c t e d  i t s  e f f o r t s  a t  e n h a n c i n g  e n f o r c e m e n t  and 
p r o s e c u t o r l a l  a c t i v i t y  i n  a l l  h i g h  H e d l c a l d  d o l l a r  vo lume  S t a t e s ,  i n c l u d i n g  

C a l i f o r n i a  and M i s s o u r i . / .  

HSA ' s  D i V i S i o n  o f  Fraud.~and Abuse Coat ~ I  h a s  f u l l - s c a l e  r e v i e w s  underway  i n  7 
m a j o r  M e d i c a i d  S t a t e s . - " I n  t h i s  c o n n e c t i o n ,  f i e l d  work  (1) has  b e e n  c 6 m p l e t e d  
i n  t h r e e  S t a t e s  ( O h i o ,  M a s s a c h u s e t t s ,  and G e o r g l a ) ,  and ( l l )  i S : s c h e d u l e d  t o  
b e g i n  ( J a n u a r y  7~) i n  4 S t a t e s  ( T e x a s ,  O r e g o n ,  L o u i s i a n a ,  and I d a h o ) .  The 
"focus of these reviews is to examine claims of provlders who exhibit a hlgh ' 

probability of.fraud. These reviews will accomplish four objectives: first, 
potential violators w{ll be documemted and referred to law enforcement, regula- 

~6ry agencies, or peer review groups, as appropriate. Second, State management 
systems, policies and procedures will be appraised and recommendations will be 

.made to State agencies where warranted. Third, high visibility of our review 
" process.will" create a deterrent effect. And fourth, information gleaned from 

. . . .  the :~evlew process will help in determining a realistic estimate o f  Medicaid 
• fraud and abuse. During the course of the reviews, California and Missouri 
• w~l~  be  a d v ~ e d  o f  t h e  mos t  a p p r o p r i a t e  means  o f  i m p r o v i n g  t h e i r  o p e . r a t i o n s ,  

"and technlcal assistance will be given as needed. TheMedicaid program in each 
' S t a t e  i s  d i f f e r e n t  a s  a r e  t h e  o r g a n i z a t i o n s  ~o combat  f r a u d  and abu:~e i n  each  

S t a t e ;  t h e r e f o r e ,  c o u n t e r m e a s u r e s f o r  e a c h  S t a t e  s h o u l d , b e  d e s i g n e d  t o  c o n f o r m  
t o  i n d i v i d u a l  S t a t e  r e q u i r e m e n t s .  Some $ L = t e s  n e e d - m o e ~ h e t p ' t h a n  o t h e r s .  

This leads to another Initfarlve, general technical assistance, which is now 
taking place in a variety of forms such as joint Federal-State investigations 
and reviews, as well as training sessions, exchange of information, provision 
of guidance and advice. For example, States attended a seminar in November 76 

• on the control of Medicaid fraud and abuse. The curriculum included identifl- 
: cation of poteuclal abuse, case developmenf, referrals, prosecutions, deterrents 

and much more It also included workshops, panels, and presentations by 

highly qualified speakers. 
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MSA's Regional Fraud and Abuse Control Units have launched a masslve program to 
assess State management systems and capabilities. Approximately 15 grates will ; ;  
be studied by December 31, 1976, and the remaining 39 Jurlsdlctlons will'be 
s t u d i e d  by June 30 ,  1977.  C o r r e c t i v e  a c t i o n  p l a n s - w i l l  be d e v e l o p e d  from these  
a s s e s s m e n t s a n d t e c h n l c a l  a s s i s t a n c e ,  geared to  each S t a t e ' s  n e e d s ,  w i l l  'be 

o f f e r e d .  ' " 

Other programs in the planning stage are: development of investigatory and 
prosecutory handbooks;tralning on the use of provider review guides; develop- 
meat of additional guides as needed; and the development of a computer program 
to more definitively iJentify probable and potential Medicaid program violators. 

Finally, the  MSA Division of Fraud and Abuse Control.constantly monitors 
existing legislation and, regulations • for effectiveness • and appropriateness and 
recommends effective legulatory changes to support prograrmnatlc and operational 

i " needs~-T~ this end, ESA has recently published regulations on reporting that 
will facilitate excharges of  information with the Social Security Administration 
and regulations on faatoring that will help to elimf.=nte exploitation and 

profiteering. 

In sun=nary, MSA's Fraud and Abuse Control programs are designed to provide a. 

comprehensive nationwile response to the problem. 

Ill. Office of Investlgations 

The Office of Investigations (OI) now has investigative staff in each of the I0 
HEW regions and has th~ capability to and is discharging its investigative 
responsibilities in all HEW programs including Medicaid and Medicare. Within 
the limits of staff, cases referred to Ol are being investigated and Indlct~ 
ments, prosecutions, aad convictions are being obtained. : . .  " 

01 has successfully ac:ileved a working agreement with the FBI regarding lhvestl- 
gatlve Jurisdiction in HEW cases. Ol is participating in an Interdepartmental 
Task Force headed by the Deputy Attorney General and promulgated by the Fraud 
Section of the Criminal Division to set up guidelines, criterla,.and procedures 
for the handling of HEW fraud and other "white collar crime" violations. 
Target areas and programs are being selected for conct=trated task force type 
investigative effort to be coordlnated by the U.S. Attorney or a special 

prosecutor from the Department of Justice. 

Internally, Ol is in the finai stages of developing a memorandum of under- 
standing with BHI, SSA, regarding the criteria for the referral of criminal 
fraud cases disclosed by BHI program integrity efforts to Ol for investigation. 
The basic agreement is that when sufficient facts have been dlsclos4d to 

" indicate a criminal violation of law has occurred and consultation with the 
U.$. Attorney is indicated by the facts, the case will be referred to O[. This 
referral is in all cases except beneflciary fraud, which can best he handled 

administratively. 
o 

• : :[ 2: •~A-. •,~, : 
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~ ~  d j ~ S ~  have ~ v t th  I~A. ~ ,  zegszdins  the ~e'fe~ ral- to 
Ol of  I~dica id  came~. ~ pos s ib l e  fraud i s  d isc losed by the MSA F~aud and 

&bemo U ~4t or c e m e n t s  of  fraud are z e c ~ v e d  by MSA. 

- ,r 

GAO notes: 

-- . , 

I. Deleted comments relate to matters discussed 
in the draft regort which are not included in 

the final report. 

2. Page references in this appendix may not cor- 
respond to page numbers in the final report. 

.4- 
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U N I T E D  S T A T E S  D E P A R T M E N T  OF J U S T I C E  

W ' A ~ | I I N G T O N ,  D . C .  ~ . - " - , - " 

: F e b r u a r y  4p 1.977 

L 

Mr. Victor L. Lowe 
Director ....... 
General Government Division 
United States General Accounting Office .. 
Washington, D.C. 20548 

Dear Mr. Lowe: 

This letter is in response to your request for comments 
on the draft report entitled !'.Improvements Needed in 
Investigations of Medicare and Medicaid Fraud and Abuse." 

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

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

O 
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i n v e s t i g a t i v e  e f f o r t s ' •  l t o w e v e r ,  we do r e c o g n i z e  t h e  
p o s s i b i l i t y  t h a t  an I n s p e c t o r  G e n e r a l  m a y n o t  b e  a p p o i n t e d  
f o r  a t  l e a s t  s e v e r a l  m o n t h s ,  t h e r e b y  c a u s i n g  s o m e  d e l a y  
b e f o r e  a. s t r o n g ,  w e l l - c o o r d i n a t e d  i n v e s  t i g a t i v e  p r o g r a m  

i s  underway. 

i.:"i'~. " i  In regard to the use of contractors to screen complaints 
as stated on page 27, it is Our experience that contractors 

" poorly.trained and motivated touncover fraud and abuse. 
/ .~ : a r e  • T h e  c o n t r a c t o r s  o f t e n  e m p l o y  r e c e n t  g r a d u a t e s  t o  a u d i t  t h e  
' . : .  : p r o v i d e r s  o f  t h e  s e r v i c e .  T h e s e  g r a d u a t e s  a r e  g e n e r a l l y  

• u n f a m i l i a r  w i t h  t h e  r e g u l a t i o n s  a n d  h a v e  a g r e a t e r  i n t e r e s t  
: ". i' in completing the audit in a specified time than in 
• .. protecting the program. For these reasons, we would 

• recommend either de-emphasizing the contractor's role in 
~;:~:: ','/ detecting fraud and abuse or taking steps to insure their 

: e f f o r t  i s  more  p r o f e s s i o n a l  and  v i g o r o u s .  

::..L,~:.~:;~,' We a g r e e  w i t h  t h e  b a s i c  c r i t i c i s m  on p a g e s  2 7 - 2 8  t h a t .  " ..:~: 
t h e  s a m p l e  s i z e  i s  t o o  s m a l l .  R a t h e r  t h a n  t h e  U .S .  
A t t o r n e y  s p e n d i n g  many d a y s  w r e s t l i n g  w i t h  m a t e r i a l  p r o v i d e d  

: by t h e  i n v e s t i g a t o r  t h a t  g i v e s  m e a g e r  o r  i n c o n c l u s i v e  e v i d e n c e  
on w h e t h e r  t o  p r o s e c u t e ,  t h e  C r i m i n a l  D i v i s i o n  p r e f e r s  t h a t  
a sample be secured which is sufficient to identify high 
likelihood of a sizeable fraud and then refer the matter 
to the U.S. Attorney. At that point, the BHI investigator 
can work with the prosecutor to determine what further 
investigative material is required. In eff"~ ~t, ~hi~ ~s the 
approach presently employed, but because of the small sample 
sizes, determinations to prosecute often cannot be made 
without the expenditure of additional time and e£fort on the 
part of both the U.S. Attorney and the investigator. A larger 
sample would afford an adequate basis for the U.S. Attorney 
to respond to the timeliness or the_appropriateness of 
prosecutorial actions and afford him the opportunity to 
immediately coordinate his needs with the investigator 

to develop a "solid" case. 

With •respect to ~he declination of ~ases, the develop- 
ment of fraud cases is difficult and ...:.,:n time-consuming. 
In Medicare cases, time has a delete*. : effect on the 
prosecutability of the cases. Over t-.-." elderly Medicare 
witnesses die or tend to forget facts, uecome too ill to 
travel, or move away. For ~hese reasons, the more prompt 

"''. ": " """" .2':" 
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and expeditious the re~erral, the chance for successful 
.p~osecution improves. The requirement by U.S. Attorney s 
for "recent examples" of the.'fraud is often a reflection 
of the time-consuming review process prior to referral. 
We have also encouraged rhe policy of BHI investigRtors 
working closely with the U.S. Attorneys even before the 
.actual referral to enable a prompt and vigorous enforce- 

meat effort. 

One of the recommendations on page 73 suggests the%. 
the Con~nissioner of Social Security "enter into discussions 
with the Department of Justice:directed towards obtainlng 
more timely decisions on whether, referred-cases will be 

. . prosecuted and assuring that Medicare's criminal sanctions 
-- are uniformly applied, consistent with legislative inten~ 

throughout the United States." This recommendation has 
been in effect for the past 5 years to help expedite 

~: prosecutions. However, as long as there continues %0 be 
a shortage of investigators and prosecutors, delays in 
prosecutions are inevitable. 

In terms of prosecuting cases, we consider it "- 

• unfortunate that the legislation proscribing fraud in the 
Medicare and Medicaid programs provides only for a 
misdemeanor penalty under 42 U.S.C. 1395 and 1396. As a 
consequence, the U.S. Attorney is forced to employ the 
more general fraud statutes, such as 18 U.S.C. lO01 and 
1341. Although we have sustained these charges, it does 
create problems with the indictments and more importantly, 
it provides an argumdnt for defense counsel that misdemeanor 
penalties are all that the Congress really intended. 

T h e  r e p o r t  m a k e s  r e f e r e n c e  t o  s o m e  r e l u c t a n c e  o n  t h e  
part of U.S. Attorneys to prosec,,te physicians. This 
conclusion may simply reflect the acknowledged limi.ta- 
'tions of the audit as stated in the scope of review. To 
provide proper balance to the report, we consider it 
important to highlight some of the active prosecutions by 
U.S. Attorneys of physicians and others for alleged 
defrauding of the Medicare and Medicaid prog r.~uns. Over the 
past 2 years, the U.S. Attorney's Office, Eastern District 
of Pennsylvania, has indicted 12 Medicaid/Medicare 
cases of which 9 cases involved doctors. The U.S. 
Attorney's Office, Southern District of New York, prosecuted 

• ..: .: , ". 

. - . "=. 

67 

..° 



" "" " ~. ~..t'-{.\. " ".~..,: .-- 

' :  - i: : -  { - . . .  

" -~ " " ' , ~ ; ~ "  .':. : ' : ' - " "  i .~";4 @ ' - , ' ~ :  : < " 

- ~ ' . A P P E N D I X  III ii ' . " " :  '"-~ . . . . . .  

' " " ~ "  . . / : i " - "  ~. " ' • - - ~ ~ " " - . 4 .  • ,, :" ~ " 

~ i . j  • : •  ' - . . • . . ~  } • • : . , • ,  ~ , . •  ..~ ~.. . . . .  ~ : -  . . . . .  } . . . i  .~ ~ , . - •  - ~  ~ ' ~ •  '•~ -~ " 

) ..... two chiropractors in the cases. of:- (i) united States v. ': .... /' ":" :.:.~"!:i.ii"::/~-i.~ ' ' '  

% "-- : Joseph H. Insber and (2) United States vT Max Kavaler. .} " " ....... t 
L-.'~:,..:.- ' During.the period 1971-1975, the U.S.-Attorney's O£fice, " " - ~:' .-. " - '~":' 
~:'~"- -~ " Central District of California, prosecuted seven • ."~t' .... . 
:~17i}:@.£. ; Medicare • fraud cases of which three were instituted .- : .'- ,/'}t~ ~ . 
- against physicians. In addition, the U.S. Attorney 's• ' - - 

i~ } Consideration • approximately'~49 Medicare/Medicaid cases L..'} ~-:' 
:, ,.., 

-~ involving over 400 individuals and firms, Recently, 
- "". t... convictions were obtained from four nursing home owners, " - .- .' 

'• . w h o s e  s e n t e n c e s  i n c l u d e d  f i n e s  t o t a l l i n g  $ 7 0 0 , 0 0 0 .  T h e  
- , , - . . n u r s i n g  h o m e s  c h a r g e d  i n  t h e s e  i n d i c t m e n t s  w e r e  s u s p e n d e d  

'" " :. from the Medicaid program, and the projected revenue _ •. : . 

t :  l o s t b y  t h e  d e f e n d a n t ~  i s  $ 6 0 0  0 0 0  p e r  m o n t h .  

" " - /  We a l s o  w a n t  t o  t a k e  t h i s  o p p o r t u n i t y  t o  p o i n t  o u t  

S t e p s  b e i n g  t a k e n  b y  t h e  D e p a r t m e n t  o f  J u s t i c e  t o  i m p k o v e  

and make more effective its enforcement efforts in 
Medicare and Medicaid prosecutions. In November 1976,. 
the Federal investigative resources to combat fraud on 
the Medicare and Medicaid programs were sizably increased -~: 
when • the Federal Bureau of Investigation agreed to take 

"" on the joint investigative responsibility with HEW for 
these investigations. This infusion of a talented investi- 

' " " gative resource has already had a noteworthy impact in 
the setting up of task force efforts in several cities. 

The HEW Office of Investigation has also-expanded its 
personnel within the past year from I0 to 24, and we are 
encouraging its continuedexpansion. We expect the number 
to double within the next year. Finally, one of the 
objectives of the Attorney General's White Collar Crime 
Committee is to improve enforcement methods and techniques 
so that enforcement efforts in the Medicare and Medicaid 

'.: . programs will be more effective. As one of a series of 
-steps taken in our efforts to curb suspected program fraud 

• abuse, the Criminal Division conducted a 3~day seminar in 
October 1976 in which representatives of HEW and 60 
Assistant U.S. Attorneys from the major offices around 
the country discusied the very objectives set forth in 
the. GAO report. We believethis conference, which also 
included representatives of the Department of Agriculture 
and the Department of Housing and Urban Development, was 

extremely worthwhile. 

68 



• . . • . - • .  

• " "  ' • ' 2  " '  • :  • - 

" APPENDIX III 

t 

- • , -  

g m • • 

:i~:~_~'~• ~" ~ .  :; : 

. . . . .  ] • ]  . . . . .  , 

APPENDIX III " ~ "  ? "  ~" " "  

• . . . " - . r 

O n e  o f  t h e  f o r e m o s t  c o n c e r n s  o f  t h e  D e p a r t m e n t  Of  : ! ~  r . i  i : , ~  ~_i " - .  '~ " 
J u s t i c e  i s  t o  m a k e  a n  i m p a c t  e~: : ~ e  s i z a b l e  a m o u n t ~ f  .- 

" ~ ' -  " f r a u d  a n d  a b u s e  i n  t h e  M e J l ~ a ~  ~ n ~ M e d i c a i d  p r o g r a m s .  " -  , ,  . .  " ~ /  i / . - . i " :  , ~ i  . ~ .  

, ,. At  ~ r e c e n t N a t i o n a l  C o n f e r e n c e  ~, ,  M e d i c a i d  F r a u d  a n d -  . . . .  " ~/ .~ . . . .  . . . . . . . .  

~/ " A b u s e ~  t h e  D e p a r t m e n t  p l e d g e d  i t s  f u l l  a r s e n a l  o f  - ' • 
i n v e s t i g a t o r s  t o  h e l p i n g  S t a t e  o f f i c i a l s  c l e a n  u p  f r a u d  ~ . . . .  " 
a n d  a b u s e  i n  t h e i r  M e d i c a i d  p r o g r a m s .  T h e  U . S .  A t t o r n e y s  . . - -  - 
t h r o u g h o u t  t h e  c o u n t r y  a r e  g r a v e l y  c o n c e r n e d  w i t h  t h e  
n e e d  t o  p r o t e c t  t h e  I n t e g r i t y  o f  p r o g r a m s  a n d  t o  
p r o s e c u t e  v i o l a t o r s .  W h i l e  t h e r e  may  b e  d i f f e r e n c e s  o f  
o p i n i o n  a m o n g  p r o f e s s i o n a l s  a s  t o  t h e  m e r i t s  o f  a 
particular case, we feel comfortable in assuring that 
the U.S. Attorneys are exercising their best ~ professional 
Judgment in the handling of cases presented them. 

We appreciate the opportunity to comment on this 
d r a f t  report. S h o u l d  y o u  h a v e  a n y  L f u r t h e r  q u e s t i o n s , -  
p l e a s e  . f e e l  f r e e  t o  c o n t a c t  u s .  

Sincerely, 

A s s i s t a n t  A t t ' : r n  Y ~ ~ : i ~  
f o r  A d m i n i s t r a ~ . ~  " ' ~  

GAO note: Page references in this appendix may not corres- 
pond to page numbers in the final report. 
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