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New legislation backed by the Clinton adminis-
tration may further undermine the govern-

ment’s failed efforts to make voluntary disclosure
of wrongdoing an attractive option for health care
providers, experts say.

Federal sentencing guidelines would be
changed so that providers would not get a break
for admitting liability in criminal cases, according to
a health fraud provision that will be included in a
crime bill announced by Vice President Al Gore .
“Currently, penalties for health care fraud allow for
significant leniency if the offending provider or cor-
poration admits responsibility for the fraudulent act,
making it possible for individuals and entities con-
victed of defrauding Federal health care programs
out of millions of dollars to receive a sentence of
probation with limited financial culpability,” said
Vice-President Gore. 

“It seems the Clinton administration is undermin-
ing its own effort to get providers to voluntarily dis-
close,” says Ankur Goel , a former Justice
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DOJ wants no breaks for voluntary disclosure
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Department health fraud prosecutor. Providers will
be much more cautious about stepping forward in
any potential criminal case, such as one involving
kickbacks, if admitting liability doesn’t gain them
any leniency. For that matter, a hospital might be
more reluctant to do a retrospective audit that could
uncover violations it would be obligated to report if
the hospital wouldn’t get a break for voluntarily
reporting.

Goel says he believes this is the next step in a
government campaign to impose a legal obligation

Y2K is a compliance 
officer’s job, too

You may not be a techie. The closest you come
to dealing with computer systems may be

watching Star Trek on TV. Even so, don’t expect
information services or risk management to take
up all the slack when it comes to dealing with the
year 2000 computer bug; if you’re a compliance
officer, it’s your problem, too. 

As of today, carriers and intermediaries are sub-
ject to a HCFA directive not to pay claims that
aren’t submitted in a Y2K-compliant format using
an eight-digit date field. But this is not just a ques-
tion of billing snafus that stop your institution from
getting paid by HCFA, warns Dan Rode , technical
director for the Healthcare Financial Management
Association in Washington, DC. Remember that
the Y2K bug involves software that may have nerv-
ous breakdowns because it thinks the year 2000 is
really the year 1900. Suppose your billing software
suddenly can’t track birth dates, and you don’t
know who’s old enough to be Medicare-eligible. Or

See Discount deal , page 4

OIG approves skilled nursing
facility discount deal

Finally, some good news for hospitals that own
nursing homes. Last month the news was neg-

ative GAO reports on SNFs and how HCFA regu-
lates them, plus an OIG advisory opinion that
restricted SNFs from accepting contractor dis-
counts. Now OIG has released an advisory opinion
(No. 99-3) that gives a cautious green light to nurs-
ing homes that want package deals from suppliers.

The opinion addressed a proposal by a thera-
peutic mattress distributor that wanted to offer
SNFs a special deal. Nursing homes would rent a

White House plan also would give DOJ the power to level subpoenas in civil lawsuits
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suppose dates of service become erratic, and you
can’t track which claims fall within the 72-hour
DRG payment window. At the least, HCFA may not
accept your claims; at worst, persistent problems
could be considered negligent for purposes of a
False Claims Act suit. “We try to steer people away
from thinking this is a technical issue,” says
George Kruth , Y2K project manager for fiscal
intermediary Veritas in Pittsburgh. “It’s also a busi-
ness issue.” 

Indeed, Veritas is planning special audits
around Jan. 1, 2000, to check claims for accuracy
of coding and other factors, says Kruth. “We will
look at everything once, twice, three times, and
once more,” he adds. 

Compliance officers may not be able to fix
billing systems, but they can approach Y2K from
the standpoint of due diligence, says Rode. They
need to make sure their institutions have a Y2K
plan, and equally important, they need to be sure
there’s documentation to show what steps have
been taken to test and fix systems. Given a lack
of time and technical resources as providers
scramble to meet the millennium, hospitals are
more likely to focus on fixing their billing systems
and all the ancillary systems that feed into it, such
as those for pharmacies and labs. But they also
need to have edits in place to verify that claims
are processed correctly. If they don’t have the
time to install computer edits, they may have to
consider manual audits, says Rode.

If you get assurances from vendors that your
systems have been tested for the Y2K bug, make
sure those assurances are documented, says
consultant Elizabeth Wheeler , at Superior
Consultants in Southfield, MI. If the vendor tells
you to get that information from its Web site, you’d
better print out those pages for your records.

Continued from page 1
Y2K responsibilities “Many people think you can go to these sites and

jot the information down in a notebook,” Wheeler
adds.

HCFA has established a toll-free Y2K informa-
tion hotline at 1-800-958-HCFA. For a useful Web
site on Y2K and health care, check out the Rx2000
Solutions Institute page at www.rx2000.org. If you
need software that will help you transmit your
claims forms in a HCFA-compliant fashion, contact
your intermediary or carrier for a free copy. n

OIG says most providers
aren’t ready for 2000

Only half the providers who responded to an
OIG survey have billing and medical records

systems that are ready for the new millennium.
“This is especially important since the majority of
Medicare claims are now sent electronically to the
contractors (Medicare carriers and fiscal interme-
diaries) for processing and payment,” notes the
OIG report.

Apocalyptic predictions of a global computer
meltdown may or may not come to pass, but the
survey makes clear that health care providers
aren’t ready for 2000. For example, many institu-
tions don’t know that carriers and intermediaries
offer help. Only a fraction of physicians, for exam-
ple, know that carriers and intermediaries will pro-
vide free Y2K software to ensure that claims
forms meet HCFA specifications, according to
OIG. As few as 10% of providers in the OIG sur-
vey actually bothered to order the software. 

But the fault doesn’t totally lie with providers.
Almost half said contractors had not sent them
Y2K information or offered them Y2K assistance.

The findings need to be taken with a grain of
salt. Because providers themselves offered the
information for the survey, “we have no way to test
the validity of the results,” says HHS Deputy
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upon providers to report misconduct. He points to
OIG’s model compliance plans, which typically
give providers 60 days to report improper conduct.
The government reasons that if self-disclosure is
mandatory, then there’s no need to reward compa-
nies for merely obeying the law, according to Goel.

Another ominous element of the White House
plan would give the Justice Department the
power to levy subpoenas in civil cases. Currently,
U.S. Attorneys are essentially restricted to levy-
ing subpoenas in criminal cases. That means
federal prosecutors either have to ask OIG 
to send out an administrative subpoena, or ask
Attorney General Janet Reno to personally sign a
special DOJ civil subpoena. “DOJ doesn’t want to
rely on OIG,” and has long chafed at its lack of
civi l  subpoena powers, adds Goel, now at
McDermott Will Emery in Washington, DC. He
expects that if prosecutors are given more free-
dom to demand documents, they will take full
advantage of that authority. 

DOJ spokeswoman Chris Watney says the plan
probably will go before Congress around May. But
while some parts of the plan suggest a tougher
enforcement environment is coming, other aspects
of it seem to be more for show than effect. Indeed,
it may not be coincidence that the plan was
unveiled a few weeks after an OIG audit estimated
that Medicare paid $12.6 billion in overpayments
last year. The proposed legislation aims to cut that
figure by:

s Giving the Justice Department the power to
halt alleged kickback schemes while they are still
under investigation. Goel notes that this isn’t as
draconian as it sounds, because DOJ already has

the power to seek an injunction for ongoing
schemes such as mail fraud. If they want to, it’s not
that hard for prosecutors to characterize an
arrangement as some kind of crime that is subject
to injunction. 

s Allowing DOJ to impose civil monetary penal-
ties (CMPs) of $25,000 to $50,000, plus triple dam-
ages, for kickback violations. CMPs are currently
OIG’s prerogative, while the Justice Department
uses False Claims Act lawsuits to impose fines.
Federal prosecutors are “often forced to abandon
in cases that, although they merit government
action, often do not rise to the level of criminal
charges,” according to Vice President Gore. Goel
says CMPs will be somewhat easier for DOJ to use
than false claims suits, but providers probably
won’t see a huge jump in their use. As with the
subpoenas, it’s more of a turf issue in which DOJ
wants its own authority, he adds.

s Allowing criminal investigators and civil prose-
cutors to share information in health fraud cases.
“Currently, the prosecution of health care fraud is
often conducted in an inefficient manner because
criminal investigators and civil prosecutors are pro-
hibited from exchanging information about cases
that may be related,” says Vice President Gore. 

s Closing bankruptcy loopholes that allow
providers to escape paying Medicare. Individuals
or corporations who declare bankruptcy would be
barred from discharging those debts associated
with their health care fraud conviction. 

s Giving the Federal Employee Health Benefits
Program the same anti-fraud defenses as
Medicare. The FEHBP would get the same protec-
tions Medicare received in the 1996 Health
Insurance Portability and Accountability Act, such
as more severe false claims penalties and manda-
tory exclusion for those convicted of fraud.

s Creating a special health fraud task force com-
posed of DOJ, FBI, OIG, the National Association
of Attorneys General, the National District
Attorneys Association, and the National
Association of Medicaid Fraud Control Units.
Beyond training law enforcement in health fraud,
the task force also will look at “abuse and neglect
of individual patients in health care settings.” That
last point is particularly interesting in light of a
recent slew of reports and accusations that HCFA
and the states have not properly supervised nurs-
ing home care. n

Continued from page 1
Voluntary disclosure

Inspector General George Grob . But the survey,
which was sent to 5,000 providers, does give an
indication of where the industry stands, Grob adds.

The OIG survey of 5,000 providers also found
that while half of providers said their billing and
financial systems weren’t Y2K-compliant, more
than 90% of hospitals said they expected to be
ready by the end of the year. For other types of
providers, such as physicians, home health agen-
cies and nursing homes, the figure was only 70%
to 84%. n
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powered mattress for 30 days for a fixed price,
which would include a free nonpowered mattress.
The package would be cheaper than if the mat-
tresses were sold separately, plus the SNFs would
pay half price if they rented the mattresses beyond
the first 30 days. The distributor would market its
products by using DME suppliers as sales agents,
whose cut would be 20% of collections.

OIG had no problem with the mattress dis-
counts. “So long as the discounted price for the
package of mattresses is reflected properly on the
SNFs’ cost reports, there is minimal risk of program
fraud or abuse from the Proposed Arrangement,”
the agency concluded. However, the regulators did
note they would be concerned about an arrange-
ment where contractors offered low-ball prices for
patients who fall under the Part A Prospective
Payment System. In return, the SNFs might pay
marked-up prices for products for Part B patients,
which could be passed on to Medicare through the
SNFs’ cost reports. In this case, however, the mat-
tress deal got a clean bill of health because they
aren’t reimbursable under Part B.

It’s using DME firms as sales agents that really
caught OIG’s attention. Paying them a percentage-
based commission is an invitation to overutilization
and overcharging, regulators fear. But in this case,
OIG was reassured by the fact that nursing homes
now get fixed Part A payments, which are a defi-
nite disincentive for overutilization. n

Olsten says settlement near

Home health chain Olsten says it’s nearing a set-
tlement of a federal probe relating to its busi-

ness deals with embattled Columbia/HCA. Under a
preliminary agreement with the Justice Department,
Olsten would settle two federal investigations by
paying $61 million, including $10 million in fines,
according to a statement by CEO Edward
Blechschmidt. In addition, Kimberly Home Health
Care, an Olsten subsidiary, will plead guilty to crimi-
nal charges that Blechschmidt did not identify. He
did carefully note that Olsten would continue to pro-
vide health services, which indicates that there will
be no exclusion from Medicare. Olsten had been
under investigation for alleged involvement in a

scheme in which Columbia paid a bargain price for
Olsten home health agencies, and then paid an arti-
ficially high management fee to Olsten to manage
those agencies. Columbia could then put those fees
on its cost reports and have Medicare pay for them.
Meanwhile, settlement talks continue between
Columbia and the Justice Department. Columbia
also has been accused of bulking up its cost reports
with improper expenses, and several executives of
its Florida operations have been indicted. n

FIs can’t balance checkbooks 

HCFA has problems enough managing its
books, but contractors aren’t doing much bet-

ter, says the annual OIG audit of HCFA finances. In
addition to HCFA’s accounting operation, OIG also
looked at the accounts receivable for 12 carriers
and intermediaries, and didn’t like what it saw.
“Some contractors were unable to support the
beginning balances, others reported incorrect activ-
ity, including collections, and finally others were
unable to reconcile their reported ending balances
to subsidiary records,” OIG noted. Even when the
contractors settled up outstanding accounts with
insurance companies, the money still was listed as
outstanding. n

Centennial under investigation

Nursing home chain Centennial Healthcare
says it has received a civil subpoena from

OIG. Centennial says it doesn’t know the reason
for the investigation, other than it involves certain
company policies as well as claims from four
long-term care facilities, according to a company
statement. n

Clarification

In the Jan. 25, 1999, Compliance Hotline, it was
noted that the Cancer Center of Boston in

Plymouth, MA, paid $283,000 to settle federal alle-
gations that it defrauded Medicare. The Cancer
Center of Boston is not a licensed hospital and is in
no way associated with Jordan Hospital of
Plymouth, MA, or its cancer treatment unit, the
Jordan Hospital Club Cancer Center. n

Discount deal
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