
OIG releases draft compliance
program for the DME industry
by MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – The Department of Health and
Human Services (HHS; Washington) Office of Inspector
General (OIG) released a draft voluntary compliance pro-
gram for durable medical equipment, prosthetics,
orthotics, and supplies (DMEPOS) Jan. 28 that did little to
ease the concerns of the DME industry. HHS said the cre-
ation compliance program guidance has become “a major
initiative of the OIG in its efforts to engage the private
healthcare community in addressing and fighting fraud
and abuse.

The OIG has recently developed and issued voluntary
compliance programs for clinical laboratories, hospitals,
home health, and third party medical billing companies.
More recently, it released a draft compliance program for
the hospice industry. Comments are due on the draft com-
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Home care groups give HCFA
some mixed reviews on PPS
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – Representatives from the five national
home care associations met with Health Care Financing
Administration (HCFA; Baltimore) officials last week for
an update on the development of a prospective payment
system (PPS) for home health. The five groups present at
the Feb. 11 meeting – the National Association for
Home Care (NAHC; Washington), the American
Federation of Home Health Agencies (AFHHA; Silver
Spring, MD), Home Care Association of America
(HCAA, Jacksonville, FL), Home Health Staffing and
Services Association (HHSSA; Washington) and Visiting
Nurses Association of America (VNAA; Boston) – gave
HCFA mixed reviews. The same five groups are currently
working together to draft a unified reform proposal for the
interim payment system (IPS) for home health.

See OIG, Page 5

Graham-Field appoints new
chief executive; analyst pleased 
By KAREN PIHL-CAREY
HHBR Staff Writer

The appointment of Paul Bellamy as the new CEO of
Graham-Field Health Products (GF; Hauppauge, NY)
came as no surprise to an analyst that follows the manu-
facturer of healthcare and rehabilitation products.

After all, in less than a year as the company’s presi-
dent/COO, Bellamy has reorganized the firm along three
business lines: home healthcare, medical/surgical, and
rehabilitation. And his efforts and accomplishments in the

See GF, Page 7

IT director for HCFA promises
agency can meet Y2K deadline
By DON LONG
HHBR Staff Writer

Healthcare is the biggest business in the United States,
and the Health Care Financing Administration (HCFA;
Baltimore, MD) administers the largest payment of funds in
U.S. healthcare – nearly 30% of the total via Medicare and
Medicaid payouts, consisting of 900 million claims per
year.

And in almost every report of federal agencies
attempting to reach Y2K compliance, HCFA has gotten the
lowest marks, with Congress, other governmental agencies
(including the General Accounting Office), and the
media taking turns at hammering the agency for being the
slowest to meet its own Y2K deadlines. 

In the most recent example, the journal Government
Executive, in its February report card on several federal
agencies, gave HCFA an overall C, including a grade of D in

Holiday schedule

Because HHBR’s offices were closed yesterday, Feb.
15 , in observance of the Presidents’ Day holiday, fax
subscribers are receiving this week’s issue today,
Tuesday, Feb. 16 .

See Groups, Page 2

See HCFA, Page 6



HCFA’s presentation, which was delivered by Director
of Chronic Care Purchasing Policy Group Tom Hoyer, Bob
Wardwell, division director of community post acute care,
and analyst Ann Meadow, closely tracked the interim report
on PPS that it delivered to Congress last month. That report
revealed that HCFA is leaning toward a per-episode rather
than a per-visit PPS. The report suggested that HCFA’s per-
episode PPS demonstration project had reduced the cost
per episode by 13% and utilization by 17%, while the per-visit
demonstration had actually increased the number of visits.
HCFA’s presentation last week included new information in
several areas (see summary, p. 3).

“At first glance, it is a system that I think we can work
with,” said VNAA’s Director of Government Affairs Cathy
Thompson, adding that VNAA supports HCFA’s use of
national averages to determine PPS rates. “We’re very
pleased about that. We think that’s exactly the direction
(they) should go in,” she said, “but we need to look at the
case mix instrument to get a better feel for how that is
going to effect reimbursement and identify costs for caring
for different types of individuals.” Thompson said that
VNAA remains concerned about the 15% cut in reimburse-
ment still scheduled for Oct. 1, 2000.

“My first concern is that it is going to be a per-episode
model,” said HCAA’s Director of Government Affairs Scott
Lara. “If you look at what has happened in HMOs and hos-
pitals, I think that method has proven a failure. I believe
that you should pay for what you get, and that is why we
have always favored a per-visit system.” Lara discounted
the early results of HCFA’s demonstration project because
he said it did not afford providers the proper incentives. “I
feel they are locked into a per-episode system,” said Lara. In
addition, he said regional disparities among beneficiaries
do not appear to be properly reflected in the new system.

Lara and the other groups also expressed concern that
HCFA will be relying on only one month’s worth of OASIS
data to develop the preliminary case mix. “That is just not
practical,” said Lara. “OASIS is brand new, and even HCFA
admits they would prefer to have more data.”
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“One major issue that we’re concerned about is the
way base year cost reports are being audited,” said
AFHHA’s Executive Director Ann Howard, pointing out that
this could have a major impact on PPS reimbursement
methodology. Howard said a number of certified public
accountants are reporting “irregularities” in the way cost
reports are being closed out, as well as “massive disal-
lowances,” which she fears will “artificially lower” reim-
bursement rates 10% to 15% in addition to the across-the-
board 15% reduction scheduled for Oct. 1, 2000. The reports
indicate that some intermediaries, contrary to their obliga-
tions under HCFA rules and federal auditing regulations,
are not accepting additional evidence supplied by home
health agencies and are not affording providers the oppor-
tunity for proper exit conferences. “They are obligated to
engage in a dialogue to resolve issues before closing a cost
report, and in many cases, they are not doing any of this,”
said Howard. “Instead, they are just closing the audits and
recouping overpayments.”

HCAA’s Lara voiced similar concerns. “Agencies are
going down left and right because they are receiving
demands for thousands of dollars, and they have to pay it
back in 15 days or request an overpayment plan,” said Lara.
“That is what’s killing them.”

According to Howard, however, the HCFA officials pre-
sent at the PPS meeting appeared to express genuine concern
over this pattern and urged the CPAs to immediately bring
examples of this to the attention of HCFA’s Chuck Booth.
HCFA representatives also indicated that if the disallowances
on the audited cost reports were successfully appealed that
those funds would be factored into the PPS reimbursement
methodology. “We asked for an expedited auditing process in
light of the crucial nature of this information.”

HCFA is scheduled to release another interim report
later this month to include data collection procedures, file
construction, case mix development process, and case
mix performance measures. But most observers expect it
to be several weeks late, in part, because the interim
report it delivered to Congress last month was several
weeks late. ■

For more information, see summary, page 3
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Below is a portion of the information HCFA’s Office
of Strategic Planning provided to home care groups Feb.
10, 1999:

I.  Rationale for case mix research
• Problem: Under home health PPS, need to balance

cost control incentive to treat individual patients appropri-
ately (e.g., accept cases with high care needs)

• Solution: Develop case mix adjuster for PPS rates
• Approach: define patient groups with differing

expected care needs, as measured by patient assessments

II. Data resources for research
• Previously poor data on patient characteristics and

little data on resource utilization
• Case mix project collects improved data from a rep-

resentative sample of home health agencies: patient
assessments (OASIS); resources used in care (time spent on
visits)

III. OASIS
• Demographics and patient history
• Living arrangements
• Supportive assistance
• Health domains (e.g., sensory, respiratory)
• ADLs/IADLs
• Medications
• Equipment management
• Emergent care

IV. Case mix performance criteria
• Ability of case mix groups to explain variation in

resource use (R2)examples elsewhere: Hospital PPS (DRGs):
R2=26%-39%

• SNF PPS: R2=56%
• Reasonable for HH PPS: R2=20%-40%, in view of care-

giver role and other factors
• Clinical coherence

V. Components of CM system
• Clinical factors
• Functional status factors
• Utilization factors

VI. Selecting factors for the components from
OASIS+

• Incentive effects
• Good predictor
• Reliability, subjectivity
• Nonredundant
• Administrative considerations
• Clinician feedback

VII. Clinical component
• Presence/absence of specific conditions:
pain (M0420)
ulcers (staged) (M0460, M0468)
wounds (M0488)
dyspnea (M0490)
incontinence (urinary or bowel) (M0530, M0540)
ostomy (M0250)
PEN nutrition (M0250)
selected diagnoses and impairments (M0230, M0390, M0610)

VIII. Functional status component
• 7 ADLs (all current):
grooming (M064)
dressing (upper, lower body) (M0650, M0660)
bathing (M0670)
toileting (M0680)
transferring (M0690)
locomotion (M0700)

IX. Utilization component
• 2 elements:
pre-admission location in preceding 14 days: hospital;

nursing or rehab facility
amount of therapy (i.e., physical, occupational, speech

therapy) at least 8 hours

X. Combining variables within components
• Score for each condition based on impact of condi-

tion on mean resource cost
• Scores summed within a component and split into

groups (e.g., high. moderate, low, minimal)

XI. Examples: scoring functional component
• Grooming:
If not independent in grooming, add 1 to score
• Transferring:
If requires minimal assistance or uses assistive device,

add 1 to score
If unable to transfer or bedfast, add 6 to score

XII. Combining components in the case mix model
• Tree structure defined by combination of levels on

each component
• Final case mix classification determined at end of the

payment period (depending on amount of therapy used)

XIII. Results
• Relatively simple decision tree
• 80 groups
• Explanatory power (R2) approximately 33%
• 8+ hours of therapy use a strong contributor

Source: Health Care Financing Administration

Medicare Home Health Research: Case Mix Project Findings for Feb.
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Allied announces net loss and product recall
Allied Healthcare Products (St. Louis) reported a net

loss, including a charge for a previously announced prod-
uct recall, of $1.9 million, 25 cents per share, for 2Q98
ended Dec. 31. The loss compares to a net loss of $6.7 mil-
lion, 86 cents per share, for the same period last year. Last
year’s results, the company said, were impacted by a num-
ber of non-recurring items including a gain on the sale of
Bear Medical Systems and its BiCore Monitoring
Systems subsidiary, a large tax liability on this gain, and
the charges recorded for the impairment of goodwill.
Revenues for the second quarter were $17.1 million, com-
pared to $24 million in the previous year’s second quarter. 

The company said it is preparing to recall oxygen reg-
ulators sold under its Life Support Products brand to
replace aluminum components in the unit’s high-pressure
chambers with brass components. Allied is taking this
action in cooperation with the Food and Drug
Administration (FDA; Washington) in response to reports
of fires and explosions, the exact cause of which remains
unknown.  The FDA is expected to recommend that all alu-
minum oxygen regulators be taken off the market and
replaced. Allied will soon be introducing new brass regula-
tors and will offer a trade-in program to existing users. In
connection with this product recall and replacement plan,
the company recorded a charge of $.9 million, 12 cents per
share, in this quarter. 

Continental wins return of $237,000
Continental Home HealthCare, formerly Canadian

Medical Legacy, has won the return of $237,000 held
under a garnishing order by Busnex Business Exchange.
In a unanimous decision released last week, the Court of
Appeal for British Columbia directed the release of
$299,991 into court, less deemed debts of $62,100,
reported Canada Stockwatch. The dispute traces back to
Sept. 26, 1997, when Busnex, a disgruntled dealmaker, filed
a $300,000 suit seeking a finder’s fee for a previously
failed acquisition in Alberta. The suit was filed two weeks
after Canadian Medical Legacy raised $4 million for the
acquisition of Continental Hospital Supply of
California.  

Busnex claims it is fully entitled to a $272,500 com-
mission for Legacy’s proposed $4.2 million purchase of
Health Care & Rehab Specialties, even thought the deal
collapsed in January 1997. 

Coram purchases Cognitive Design
Coram (Denver) has purchased the assets of

Cognitive Design Associates (Upper Saddle River, NJ), a
consulting company specializing in the research, develop-

CO M PA N I E S I N T H E NE W S
ment, and implementation of new product lines and busi-
ness models for healthcare industry and clinical staff edu-
cation processes that utilize computer and Internet-based
training strategies. Kate Douglass, co-founder of Cognitive
Design, has been named vice president of nursing for
Coram, a newly created position. In this role, Douglass will
be responsible for overseeing Coram’s nursing functions.
Eric Kastango, Cognitive Design’s co-founder, has been
appointed vice president of pharmacy services succeeding
David McCormick, who has been promoted to president of
Coram’s newly created Clinical Research and Medical
Informatics Division. In his new position, McCormick will
be responsible for managing Coram’s pharmacy opera-
tions. 

Healthsouth’s rating changed to stable
Healthsouth’s (Birmingham, AL) negative rating from

Standard & Poor’s (S & P’s) has been changed to stable.
S & P’s also reaffirmed its ratings on the company. “The out-
look revision follows clarification of the company’s finan-
cial policies subsequent to a sharply reduced stock price ad
increased managed care pricing pressure,” S & P’s said. “The
investment-grade ratings incorporate the company’s suc-
cess over the past couple of year’s in acquiring, pruning,
and integrating its healthcare activities. This has con-
tributed to its position as the leading operator of rehabili-
tation facilities and as a leading operator of medical cen-
ters, outpatient surgery centers, and diagnostic imaging
centers.” Still, S & P’s said, Healthsouth faces significant pricing
pressures from managed care providers and governmental
payers.  

Interwest establishes new web page
Interwest Home Medical (Salt Lake City) has estab-

lished a world wide web home page, www.iwhm.com,
where customers can place orders and shareholders can
find links to financial information. The company has also
set a time for its annual meeting of shareholders at 3 p.m.
April 8 in Sandy, UT, when a new board of directors will be
elected.

Lincare reports 10% increase in FY98 revenues
Lincare Holdings (Clearwater, FL) reported $487.4

million in revenues for FY98 – a 10% increase over $443.2
million for FY97. Net income for the year ended Dec. 31 was
$85.3 million, $1.44 per share, compared to $80.1 million,
$1.37 per share, for the previous year. During FY98, Lincare
acquired 24 companies with annual revenues of $58 mil-
lion, and it added 70 new operating centers, explaining its
increase in revenues, said Lincare CEO John Byrnes. The
company was also affected by a 25% reduction in Medicare
payments for oxygen and related products, and by a 5%
reduction for drugs and biologicals. 

Revenues for 4Q98 were $130.3 million, compared
to $118.7 million for 4Q97. Net income for 4Q98 was
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$23.7 million, 40 cents, compared to $14.7 milion, 25
cents, for 4Q97. 

Mallinkrodt acquires $3.5M company
Mallinckrodt (St. Louis) acquired Life Design

Systems (LDS; Dallas) for $3.5 million at the end of
January. LDS produces resuscitation bags with carbon diox-
ide detection capability, a feature that could become the
standard of care when providing manually assisted venti-
lation, said Mallinckrodt President John Hesemann.
Mallinckrodt bought all outstanding LDS stock and related
intellectual property, free of debt. The company will
assume the existing lease in Dallas, but plans to relocate
production within 18 months.

National Healthcare gets new symbol
National Healthcare Manufacturing Corp.

(Winnipeg, Manitoba) is now trading on the Nasdaq market
under the symbol, NHMC. The symbol change is a result of
a change in Nasdaq listing requirements.

Olsten FY98 revenues increase
Olsten (Melville, NY) saw FY98 revenues increase 12%

to $4.6 billion, compared to FY97 revenues of $4.1 billion.
But net income for FY98 ended Jan. 3 was $4.4 million, 5
cents a share, compared to $93 million, $1.15 a share, the
previous year. The FY98 results include a one-time charge
of $40 million, 50 cents a share, for the restructuring of the
home health business, which will result in the closure of 60
field offices. 4Q98 net income was $12.5 million, 15 cents a
share, on revenues of $1.3 billion, compared to 4Q97 net
income of $23.3 million, 29 cents a share, on revenues of
$1. 08 billion. Olsten’s 4Q revenues increased due to acqui-
sitions and growth in Europe operations, but its 4Q earn-
ings fell 46% partly because of an operating loss in its
health services business.

New credit facility for Option Care 
Option Care (Bannockburn, IL) has a new $25 million

credit facility through Bank America Business Credit, a
subsidiary of Bank of America. The facility will replace a
previous borrowing arrangement with four banks. The
three-year secured line of credit will be used for working
capital and general business purposes. Option Care CFO
Michael Siri said the new facility reflects a “growing confi-
dence” in the company’s new management team. The team
has significantly reduced the $28 million in outstanding
debt, Siri said.

Rehabilicare’s U.K. subsidiary to distribute Babitens
Rehabilicare (Laguna Niguel, CA) has formed a sub-

sidiary in the United Kingdom, which has acquired the elec-
trotherapy business there. Primarily, the new business will
distribute Babitens, a device used to help women manage
their pain during labor and delivery. Rehabilicare wants to

consolidate the home electrotherapy industry, said
President/CEO David Kaysen. He will discuss the transac-
tion and growth strategies in a presentation Feb. 12 in
Laguna Niguel at the Cruttenden Roth Growth Stock
Conference.

Star tightens operations for savings 
By lowering fixed costs, maximizing a new computer

system, and eliminating 30 positions, Star Multi Care
Services (Hicksville, NY) hopes to save $900,000 this fis-
cal year. Efficiencies gained through the new computer sys-
tem should result in the savings effective March 1, said
President/CEO Stephen Sternbach. That should return the
company to profitability in 4Q99 ending May 31, he said.
The company posted a 4Q98 loss of $881,512, 20 cents a
share, on revenues of $14.4 million. ■

pliance plan for DMEPOS on March 1.
“Given the diversity within the industry, there is no sin-

gle ‘best’ DMEPOS supplier compliance program,” said the
OIG. But the OIG said that despite the “variances and com-
plexities” of the industry and differences between large
national and regional suppliers and small independent
suppliers there are elements that can be used by all suppli-
ers regardless of their size and the type of equipment they
provide.

The draft compliance program includes these seven
elements that the OIG deems fundamental to an effective
program: 1) Implementing written policies, procedures,
and standards of conduct; 2) Designating a compliance
officer and a compliance committee; 3) Conducting effec-
tive training and education; 4) Developing effective lines
of communication; 5) Enforcing standards through well-
publicized disciplinary guidelines; 6) Conducting internal
monitoring and auditing; and 7) Responding promptly to
detected offenses and developing corrective action.

“The biggest concern we have,” said the Health
Industry Distributors Association’s (HIDA; Alexandria,
VA) Mark Hobratschk, “is the fact that the OIG included in
this plan several Medicare policy issues that have not yet
been resolved by HCFA.” 

Among these items, he said, are items relating to ‘sup-
ply closets’ CMN cover letters, faxed CMNs, and supplier
billing agents completing CMNs. “HCFA is in the process of
issuing a ruling on these issues, and by putting them in this
plan, the OIG really appears to be usurping HCFA’s author-
ity to develop Medicare policy.” 

Hobratsck said that where some of these issues are
concerned, notably CMN cover letters and ‘supply closets’,
it is likely that HCFA’s policies will differ significantly from
what is contained in the plan. HIDA is currently drafting
comments to the draft compliance plan which are due in
two weeks. ■

OIG
Continued from Page 1
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• Magellan Health Services (Atlanta) reported
$54.9 million in revenues in 1Q99 ended Dec. 31, a 97%
increase over $27.9 million in 1Q98. Net income was
$5.3 million, 17 cents per share, in 1Q99, compared to
$6.2 million, 21 cents per share, for the previous 1Q.
During 1Q, the company paid its revolving credit line
down $40 million.

• Medical Group Management Association
(MGMA; Englewood, CO) and Medimetrix (Cleveland)
found that only 11 % of hospital/health system’s surveyed
are breaking even, according to their Management Services
Organization Benchmarking Survey: 1998 Report Based on
1997 Data. The recently published survey also found the
following: hospital-owned physician practices were losing
in excess of $50,000 per full-time physician per year; 8% of
gross charges came from capitated Medicare; and the
median total net medical revenue per physician was
$254,050. “As the industry learns from its past successes
and mistakes, it will restructure around models that focus
on the alignment of physician and health system incen-
tives,” said Medimetrix President/CEO Dr. Joseph Davis.
The survey can be purchased for $200 through the MGMA
service center at (888) 608-5602.

• Fortune Magazine has named Medpartners
(Birmingham, AL) one of America’s least admired compa-
nies, ranking 467 out of 469 companies analyzed, for scor-
ing poorly on financial soundness, use of corporate assets,
keeping talent, social responsibility and long-term invest-
ment value. The company’s score dropped 40.53% - more
than any other company – over the previous year.
Medpartners plans to sell its seven physician practices
within four months, a decision made following its
announcement to get out of the business. The sales should
generate about $550 million, which will be used to pay off
debt, Piper Jaffray (Minneapolis, MN) analyst Brooks
O’Neil told Dow Jones News Service. In FY98, the company’s
revenues were $2.6 billion, compared to $2.36 billion in
FY97. The company reported a net loss of $1.26 billion,
$6.64 per share, in FY98, compared to a net loss of $820.6
million, $4.33 per share, in FY97. Medpartners has also
announced the election of two new directors to its board,
James Dickerson and Kristen Gibney. Dickers is the execu-
tive vice president/CFO of Medpartners, and Gibney is the
former president of Caremark Prescription Services
Division.

• Physicians’ Specialty Corp. (Atlanta) acquired
Preferred Diagnostic Services (Atlanta) on Feb. 1 for an
undisclosed price. The two companies had entered into an
exclusive contract agreement in September. Preferred
Diagnostic operates 12 sleep laboratories in Atlanta sub-
urbs. ■

P P M / M S O  N E W S
the information technology/capital management column,
saying the agency was “weighted down by antiquated, dis-
parate systems and a late start on Y2K.” 

Not to worry, says Joseph Broseker, IT director for HCFA
and the U.S. Department of Health and Human
Services (Washington). “Actually, we’re in real good shape,”
Broseker told attendees at a one-day Y2K conference held
recently in Nashville, TN. The conference was sponsored by
the Rx2000 Solutions Institute (Minneapolis).

Broseker did acknowledge that the agency had hit
some major speed bumps which had slowed its Year 2000
compliance effort in a major way. But HCFA is playing catch
up and will succeed in fulfilling its own timetable, which
calls for compliance of all systems by next month, he
promised.

The slow start on the problem resulted from the
agency’s failure to achieve transition to the proposed
Medicare Transaction System, which would have accom-
plished much-needed overall modernization while being
entirely Y2K compliant, Broseker said.

That transition, however, was hit with delays and cost
overruns. The result: after three years and about $800 mil-
lion in expenditures, the project was scrapped, with the
agency instead having to perform a major facelift of its
legacy systems as part of the Y2K compliance effort.

That’s a complex task, according to Broseker’s descrip-
tion. Besides requiring the reprogramming of 50 million
lines of computer code, it involves nearly 100 systems he
described as “mission critical,” 25 internally operated sys-
tems, and 75 external systems operated by 400 “data
exchange partners” responsible for the bulk of the agency’s
claims processing.

And among those external systems, six operate as back-
bones providing the infrastructure – primarily hardware – to
operate and test the other systems, according to Broseker.

Those infrastructure backbones will soon be up to
speed, making it possible to put all the other systems into
full operation by the agency’s March deadline, Broseker pre-
dicted. To test those systems, he said that a “mirror image”
of them has been created to replicate next year’s environ-
ment. This parallel system will then be run to validate that
Medicare and Medicaid payments will indeed continue
smoothly after the clock hits midnight on Dec. 31. Broseker
estimated that, besides working with its internal systems
and the 400 data exchange partners, programmers had to
make compliant up to 30 data processing units and “hun-
dreds of off-the-shelf products.” The effort has also served
to put off or entirely cancel other needed programs planned
for the agency and has come at considerable cost – at least
$200 million over the past two years, he said. 

Combining both direct and indirect costs, Broseker
called the Y2K effort “the largest single expense ever since
the beginning of the HCFA program.” ■

HCFA
Continued from Page 1
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• Federal investigators said last week that improper
Medicare payments to doctors, hospitals and other health-
care providers fell sharply last year, but still cost the gov-
ernment $12.6 million. Medicare lost about 7 cents of every
dollar spent to fraud, waste, and mistakes in 1998, reported
the Associated Press. That’s only half of what was lost by
the program two years ago. The audit by the Department
of Health and Human Services’ (Washington) Office of
Inspector General looked at the medical bills submitted
to Medicare on behalf of 600 beneficiaries nationwide dur-
ing the government’s FY98 ended Sept. 30. Of those 5,540
bills, auditors discovered problems with 915 . The report
showed that home healthcare companies showed the
biggest improvement, with overpayments dropping to
$800 million from $2.5 billion in FY97.    

• Home health aide jobs and others expected to grow
the fastest in number are the ones that now pay the least,
according to a recent report. The study, called Working
Hard, Earning Less, found that 74% of the jobs that are
growing fastest pay workers less than a livable wage,
which is defined as $32,185 for a family of four. About 46%
pay less than half a livable wage, the report said. Some
cities in Massachusetts and California have started living
wage campaigns. The city council in Northampton, MA, for
instance, passed in December a non-binding resolution
encouraging businesses to pay their workers a living wage,
defined as $7.49 an hour for jobs with health insurance
benefits and $9 an hour for positions without it.

• The American Medical Accreditation Program
(AMAP), the Joint Commission on Accreditation of
Healthcare Organizations (JCAHO), and the National
Committee for Quality Assurance (NCQA) said they
will develop a common measurement agenda and inte-
grate measure development efforts in order to promote
greater accountability in healthcare. The three organiza-
tions, which last year established a coordinating body
called the Performance Measurement Coordinating
Council, have also appointed a staff director to manage the
effort. The council, which met recently for the second time,
is charged with making performance measurement more
efficient and coherent across all levels of the healthcare
system. By working together, the organizations said they
will be able to reduce costs and work more efficiently.

• The Health Industry Distributors Association
(HIDA; Alexandria, VA) said users can find products faster
with its new web-style navigation in its latest release of
HIDA H.E.L.P., the Healthcare Electronic Library of Products.
HIDA has partnered with CIMTEK Medical Company
while it has been revamping the electronic resource. The
two, said HIDA, have been committed to providing quicker
access through Internet technology for H.E.L.P. users. ■

B R I E F L Y N O T E D
short time go even further, said Robin Young, a senior
health care analyst with Stephens Inc. (Little Rock, AR).

“In the fourth quarter, he paid off about half of his
debt,” Young told HHBR. “He did an amazing job. He really
did. The changes seemed to be succeeding. Now the board
has added one more title to him.”

Bellamy will replace Rodney Price as CEO. Price had
worked for GF’s largest shareholder, Brierley
Investments, in New Zealand. But when the company suf-
fered financial difficulties, Price lost his job there, only to
be given a one-year consulting contract to oversee the
company’s American investments. In the meantime, he
lived in London and looked for something more perma-
nent. When he found it, he resigned, and Bellamy was the
obvious replacement, Young said.

“Bellamy is having a lot of successes,” Young said. “And I
think many of these are not yet apparent to customers over-
all, but I think this year it will become apparent to customers
as the company starts to generate higher cash flows.”

Also replacing Price, David Delaney Jr. will assume the
role of chairman of the board. Delaney, a member of the
board since 1995, is the CEO of Lancer Financial Group,
an insurance provider to the transportation industry.

Bellamy began work as COO at GF in March with a repu-
tation of turning companies around. To his credit, he spear-
headed efforts that successfully made Davis Vision (Long
Island, NY) and Nichols Institute Diagnostics (San Juan
Capistrano, CA) profitable companies again, Young said.

GF reported a 3Q98 loss of $5.2 million – its most
recent quarterly results available. Last March, it reported
quarterly losses of $4 million, causing stock to dip 59% in
value in one day. The stock has eroded ever since, reported
Newsday, trading around $3 per share this year. Rising cor-
porate and administrative expenses due to acquisitions
have contributed to the problems, the company has said.
When Bellamy came on with the company to address some
of these problems, he clashed heads with then-
Chairman/CEO Irwin Selinger, but the board sided with
Bellamy and asked Selinger to leave last summer, Young
said. Selinger resigned with a severance package that the
company will pay his $550,000-a-year salary through July
1999 and cover his healthcare and insurance premiums
through July 2001, according to a company filing with the
Securities and Exchange Commission (Washington).

In turn, Bellamy took over as president and brought in
new management under him, including Harvey Diamond, a
former president and member of the board, to serve as
executive vice president of the home healthcare business
unit. Bellamy also consolidated facilities.

“He shut down the corporate headquarters and moved
all the people out to the senior factory,” Young said.

Company officials did not return phone calls for this
story. ■

GF
Continued from Page 1
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National indices, headlined by the Internet-infatu-
ated Nasdaq Composite Index, led the market to a
robust close at year’s end with the addition of almost
40% for the year at the close of trading on Dec. 31.
Though the Dow Jones Industrial Average fluctuated
before close, it ended the quarter at 9181.43, an increase
of 1338.81 points, or 17.07%, to post an overall gain of
16.10% for the year. The S&P 500 Index, a broad measure
of the market, ended up over 20% for the quarter and
more than 26% for the year. 

Although trading was mixed, overall market breadth
showed substantially more gains than losses. The same
was not true, however, for the Home Health Industry Stock
Index, as it lost 246.52 points, or 29.94%, to end the year at
351. 88. In total, 30 issues declined this year, compared to
advances by six companies.

Service Master was one of our largest dollar and
percentage gainers this year, adding 2.56 points, or
13.14%, closing out the year at $22.06. The company
announced that its directors approved a 1Q98 cash divi-
dend of 9 cents per share, payable on Jan. 29, 1999, to
shareholders of record as of Jan. 15, 1999. Said Service
Master CEO Carlos H Cantu, “In approving the company’s
29th consecutive annual dividend increase, the
ServiceMaster Board of Directors has demonstrated its
confidence in the ongoing strength of our enterprise. Our
consistency in dividend increases reflects outstanding
overall financial performance, which has been well above
market averages.” 

American Home Patient (AHOM; Brentwood, TN) was
zapped in the quarter ended Sept. 30 with a $15.2 million
charge for particular non-recurring third quarter events,
resulting in a net loss of $9.9 million, compared to a net
loss of $40.2 million in the previous year’s quarter, includ-
ing an accounting charge of $67 million. The result is a net
loss of 66 cents per share for 3Q98, compared to a net loss
of $2.70 per share recorded in the same quarter last year.
AHOM was one of our largest dollar and percentage losers,
down 21. 69 points for the year, or 92.29%. The company
ended 1998 at $1. 81.

Pediatric Services of America (PSA; Norcross, GA)
also suffered declining fortunes for the year, its stock off
81. 70%, or 15.63 points, to end at $3.50. Although the com-
pany’s net revenues surged 54.1 % over the previous year’s
fourth quarter, to record highs, PSA announced a net loss
for 4Q98 of $639,000, 9 cents per share, compared to net
income of $2 million, 31 cents per share, for 4Q97.
Commenting on the results, President/CEO Joseph Sansone
said, “In the fourth quarter, we focused on the initiatives
related to the revenue and collection shortfalls that
affected our third quarter earnings. During the fourth quar-
ter, we closed or merged thirteen locations, reduced corpo-
rate and field staff, added sales associates in key markets
and instituted aggressive collection procedures in our
managed care and medicaid payor groups. Additionally, we
strengthened field management and have started the
upgrading process throughout our receivables depart-
ment.” ■

1998 Performance 
Of Selected Stock Indices

Home Health Industry Stock Index -29.94%

Dow Jones Industrial Average 16.10%

NYSE Composite 16.55%

S&P 500 Composite 26.83%

NASDAQ OTC Composite 39.63%

Dow Jones Health Care Index -16.11%

Composite HHBR Stock Index -29.94%

Home Health Services -60.57%

Home Infusion/Alternate Site -41.20%

Respiratory/HME -22.73%

Top 5 Percentage Gainers In 1998
Lincare Holdings Inc.▼▼▼▼ 42.32

ServiceMaster L.P. (s) 13.14

Interwest 12.50

Invacare Corp. 10.34

Fresenius Medical Care 8.05

Top 5 Percentage Losers In 1998
Home Health Corp. 96.99

American HomePatient Inc.▼▼▼▼ -92.29

Community Care Services -86.67

Pediatric Services of America -81.70

Graham-Field Health Products Inc. -79.78

Home health stocks trail robust national indices; Service Master
comes in as one of the largest dollar and percent gainers in FY98

Source: Nordby International (Boulder, CO) Source: Nordby International (Boulder, CO)
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Public Company Financial Statistics For 1998

CLOSING YEAR-END EPS PRICE/ MARKET
TICKER PRICE NET PERCENT YEARLY LAST EARN CAPITAL

EXCH COMPANY SYMBOL 12/31/98 CHANGE CHANGE HIGH LOW 12 MOS. RATIO (1000s)
$ $ % $ $ $

This information is obtained from sources believed to be reliable, and while extensive efforts are made to ensure its accuracy, no guarantees can be made. Nordby
International assumes no liability for any inaccuracies. For information on Nordby’s customized financial research services, call (303) 938-1877.

MARKET CAPITAL figure reflects total for this class of stock only. Stock listed is the most actively traded of the company’s classes of stock. Source: Nordby International, Boulder, CO.

KEY: (H)=NEW HIGH • (L)=NEW LOW • NYS=NEW YORK • ASE=AMERICAN
NAS=NASDAQ • (s)=STOCK SPLIT • ▼▼▼▼ in HHBR Composite Index • NA=not available

NAS Amedisys Inc. AMED 2.88 -1.63 -36.11 6.00 1.50 -2.42 – 8812

NAS American HomePatient Inc.▼▼▼▼ AHOM 1.81 -21.69 -92.29 26.88 1.44 0.12 15 27162

NYS Apria Healthcare Group Inc.▼▼▼▼ AHG 8.94 -4.50 -33.49 14.13 2.56 -8.70 – 462775

NAS Caretenders HealthCorp. CTND 2.75 -4.25 -60.71 8.88 1.75 -1.54 – 8608

NYS Chemed Corp. CHE 33.50 -7.94 -19.16 42.38 25.13 2.00 17 316609

NYS Columbia HCA Healthcare COL 24.75 -4.88 -16.46 34.63 17.00 -1.21 – 15976274

NAS Community Care Services CCSE 0.25 -1.63 -86.67 6.00 0.13 -0.81 – 1786

NYS Coram Healthcare Corp.▼▼▼▼ CRH 1.88 -1.50 -44.44 3.38 1.06 -0.88 – 92160

NYS Fresenius Medical Care FMS 23.50 1.75 8.05 26.94 12.50 0.41 57 1645000

NYS Graham-Field Health Products Inc. GFI 3.38 -13.31 -79.78 19.75 1.81 -1.76 – 105675

NAS Help at Home Inc. HAHI 1.69 -0.06 -3.57 2.13 0.53 0.00 – 3154

NAS Home Health Corp. HHCAC 0.31 -10.06 -96.99 11.31 0.19 -5.15 – 3086

NAS In Home Health Inc.▼▼▼▼ IHHI 1.81 -1.00 -35.56 4.50 1.13 0.15 12 9907

NAS Infu-Tech Inc. INFU 2.00 -3.38 -62.79 7.50 1.75 0.01 200 6526

NYS Integrated Health Services Inc. IHS 14.13 -17.06 -54.71 39.94 9.50 -3.27 – 746040

NAS Interwest IWHM 3.38 0.38 12.50 4.44 2.44 0.35 10 13800

NAS Invacare Corp. IVCR 24.00 2.25 10.34 28.75 19.13 1.14 21 717216

NAS Kelly Services Inc. KELYA 31.75 1.56 5.18 38.50 23.75 2.20 14 1168432

NAS Lincare Holdings Inc.▼▼▼▼ LNCR 40.56 12.06 42.32 44.38 26.88 1.28 32 2360981

MKG Mallinckrodt MKG 30.81 -7.19 -18.91 40.06 19.75 2.11 15 2198225

NAS Matria Healthcare MATR 2.88 -2.75 -48.89 6.75 1.40 -2.71 – 104679

NYS Mid Atlantic Medical Services MME 9.81 -2.94 -23.04 14.00 4.44 0.21 47 487034

ASE National HealthCare L.P. NHC 15.50 -23.50 -60.26 41.50 14.00 1.99 8 175414

NAS National Home Health Care Corp. (s) NHHC 4.75 -0.13 -2.56 5.13 3.88 0.20 24 24629

NAS New York Health Care Inc. NYHC 1.00 -1.50 -60.00 3.50 0.63 0.09 11 3760

NAS NuMed Home Health Care Inc. NUMD 0.30 -0.58 -65.71 2.00 0.13 -0.43 – 1490

NYS Olsten Corp. (The)▼▼▼▼ OLS 7.38 -7.63 -50.83 17.63 4.50 0.19 39 599440

NAS Option Care Inc.▼▼▼▼ OPTN 1.69 -1.06 -38.64 5.13 0.75 -0.38 – 18573

NAS Pediatric Services of America PSAI 3.50 -15.63 -81.70 21.75 1.94 -0.91 – 25015

NAS Respironics Inc. RESP 20.03 -2.34 -10.47 29.63 9.88 -0.11 – 632847

NYS Sabratek SBTK 16.38 -12.50 -43.29 36.13 13.00 0.81 20 160704

NAS ServiceMaster L.P. (s) SVM 22.06 2.56 13.14 25.50 16.00 0.62 36 6559336

NAS Staff Builders Inc.▼▼▼▼ SBLI 0.56 -1.53 -73.13 2.47 0.34 -0.98 – 12629

NYS Star MultiCare Services Inc. SMCS 1.44 -4.06 -73.86 5.88 1.13 -0.91 – 7515

NAS Sunrise Medical Inc. SMD 12.44 -3.00 -19.43 16.25 6.56 -0.43 – 276063

NAS Transworld Home HealthCare Inc. TWHH 4.69 -2.31 -33.04 7.81 2.13 0.07 67 82200
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Home Health Business Report
company survey form

Home Health Business Report is compiling a company survey of the
nation’s major home health suppliers for your reference. To help us,

please take a moment to fill out this form and fax it back to the number
at the bottom of the page.

Directions:
Please answer all of the questions below:

Company Name___________________________________________________________

Your Name/Title___________________________________________________________

Phone Number ___________________________________________________________

FY98 net income/loss as a percentage of revenues_____________________________

Revenues for FY98 and FY97 _______________________________________________

Net income/loss for FY98 and FY97 __________________________________________

EPS for FY98 and FY97 ____________________________________________________

Fiscal year-end date_______________________________________________________

Percentage of revenues generated by home health_____________________________

Types, and percent of each type, of home health businesses ____________________
___________________________________________________

Number of home health offices, co-owned or licensed franchise _________________

Thank you for your participation.
Please fax this survey to:

(800) 850-1232 or (404) 814-0759


