
CCSE comes closer to merger
agreement with Landauer HS
By MEREDITH BONNER
HHBR Editor

A privately owned hospital supply company is plan-
ning to buy Community Care Services (CCSE; Mount
Vernon, NY) and make it a solely owned subsidiary. 

Landauer Hospital Supplies (LHS; Harrison, NY) will
become the owner of CCSE, and Chairman and owner Alan
Landauer says CCSE and Metropolitan Respiratory
Services (Mount Vernon, NY), which CCSE bought in May
1997, will become a new subsidiary called Landauer
Metropolitan Respiratory Services.

Landauer bought a majority of CCSE’s stock in
February and was named chairman of the company’s board
in April. Later in the month, CCSE announced that it had
entered into a letter of intent with LTTR Home Care in
which LTTR would acquire CCSE. LTTR is another solely
owned subsidiary of LHS. 

Sunrise, expecting poor 4Q99
financial results, axes 600 jobs 
By KAREN PIHL-CAREY
HHBR Staff Writer

Sunrise Medical (Carlsbad, CA) disappointed its
investors last week with warnings of low financial
results for 4Q99, just as the Home Healthcare and
Continuing Care groups disappointed Sunrise with the
same message.

The company said its results for 4Q99, which ends July
2, will “fall substantially below” results predicted in a First
Call consensus of five analysts, who estimated earnings
would be at 12 cents per share, excluding one-time
charges. Now, the company is saying it expects to either
break even or come close to breaking even before one-time
costs. After those costs, the company will report a loss for
the quarter.

About 600 employees – 12% of the worldwide staff –
will lose their jobs as a result. On April 30, the company
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By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – Legislation that would gradually
increase per-beneficiary caps, increase the limit on the
number of visits allowed, and repeal the scheduled 15%
across-the-board cut in home health payments was intro-
duced in the House last week. 

The Home Health Access Restoration Act, introduced
by Rep. Bill Coyne (D-PA) June 16, was the second major
home care bill introduced in Congress this year. But con-
gressional aides tell HHBR that more bills are on the way. An
aide to Sen. Susan Collins (R-ME) confirmed last week that
Collins is currently working on a bill that includes many of
the provisions contained in Coyne’s bill. Sen. Jim Jeffords
(R-VT), who heads up the Senate Labor and Human
Resources Committee, is drafting the other bill expected to
be introduced shortly.

Coyne’s bill would increase the per-visit limit to 110% of
the median and permanently repeal the 15% cut in interim

payment system (IPS) home health payments. It would also
increase the per-beneficiary limit for agencies with limits
under the national average to 90% of the national average
in 1999, 95% in 2000, and 100% in 2001. In addition, it would
cap payments to providers at 250% of the national average
in 1999, 225% in 2000, and 200% in 2001.

The legislation would also provide protection from inap-
propriate discharge by requiring that Medicare beneficiaries
receive a notice of discharge similar to the one provided to
Medicare+Choice hospital patients and require the Health
Care Financing Administration (Baltimore) to provide
information to physicians about how IPS affects their patients.

Coyne said that the PPS will set reimbursement pay-
ments that reflect the actual costs of providing those ser-
vices, but that the IPS has caused “serious problems” in
states such as his own where home heathcare costs were
below average. “In Pennsylvania, where home healthcare
costs and visit frequency have always been lower than the

See Bill, Page 4

Bill to increase home care payments introduced in House

See Sunrise, Page 8
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Evidence mounting about interim
payment system’s damage
By MATTHEW HAY
HHBR Washington Correspondent 

WASHINGTON – Just days after the General
Accounting Office (GAO; Washington) released a report
concluding that the interim payment system (IPS) has not
significantly damaged patient access to home health ser-
vices, a key Senate panel heard a far different story. These
new data could help the industry demonstrate what it
maintains is a far more damaging assessment than the
GAO reported.

Barbara Smith, a senior researcher with George
Washington University’s Center for Health Services
Research & Policy, told the Senate’s Permanent
Subcommittee on Investigations June 16 that preliminary
evidence suggests that changes imposed by the IPS are
forcing agencies to change the case mix of their patients
and alter practice patterns to conform to reimbursement
constraints. “These constraints appear to be creating sub-
stantial tension with meeting the clinical needs of some
patients,” she said. “As a result, many seriously ill patients,
especially diabetics, appear to have been displaced from
Medicare home care.”

Smith emphasized that the data from her study is only
preliminary. But her data stands in sharp contrast to the
conclusion of the GAO. According to Smith, there is mount-
ing evidence that the IPS is encouraging agencies to admit
some categories of patients and not admit others. 

The study, which is being jointly funded by the Home
Health Staffing and Services (Washington) and the
National Association for Home Care (Washington), is
being completed in two parts. The first phase is a detailed
examination of the case mix, staffing patterns, and practice
patterns of roughly 40 home health agencies in eight
states since 1994. The second phase, expected to be com-
pleted later this year, will focus on the possible spillover
effects of Medicare home health reductions on other parts
of the Medicare and Medicaid programs. Here are some of

See IPS, Page 8

HCFA sets July 19 as the new
date for OASIS data collection
By MATTHEW HAY
HHBR Washington Correspondent

BALTIMORE – The new date home health agencies must
begin collecting OASIS data is July 19, according to the
revised timetable published by the Health Care
Financing Administration (HCFA; Baltimore) last week.
The agency’s notice, published in the Federal Register June
18, sets Aug. 25 as the date agencies must begin transmit-
ting the encoded information to state agencies.

The changes included in the notice come as no sur-
prise. The agency previewed these changes at a hearing on
this subject before Sen. Charles Grassley’s Special
Committee on Aging earlier this month. The notice con-
firms that HCFA will not require agencies to submit data for
private-pay patients (non-Medicare and Medicaid) until it
develops an encryption system that masks identifiable
data for these patients sometime next year. It also makes
clear that agencies will not be asked to refuse services if
patients decline to complete the assessment. The notice
also states that patients receiving only personal care will
not be subject to OASIS requirements until next year.

HCFA’s Outcome and Assessment Information Set
(OASIS) program was suspended earlier this year after a
firestorm of protest about patient confidentiality engulfed
the new data collection instrument. Unfortunately for the
home care industry, most of the changes that HCFA
included in the revised notice are aimed at diffusing the
arguments about privacy rather than the major operational
concerns of the industry, namely the time and cost associ-
ated with collecting and transmitting the information.

The last hope of further derailing the OASIS requirement
hangs on the timing of the privacy legislation currently
being drafted on Capitol Hill. Congress has until August to
complete that legislation or that responsibility will be
handed to the Department of Health and Human
Services (Washington). Some observers believe that the
new OASIS instrument, with its modest revisions, may wind

See OASIS, Page 6
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Apria executives compensated
A recent Orange County Register analysis found that

Apria Healthcare Group (Costa Mesa, CA) paid ex-
Chairman/CEO Jeremy Jones nearly $2 million – three
times his 1997 pay – when he resigned in January 1998. In
addition, the Register reported, ex-Chairman Les McCraw
was paid $4.5 million when he resigned because of poor
health. The company said its board felt they wanted to rec-
ognize McCraw’s contribution and leadership. 

The analysis found the top-earning executives at
California companies collected a median raise of 7.5% last
year. The median paycheck was $1.2 million. 

Graham-Field CFO resigns 
Graham-Field Health Products (GF; Bayshore, NY)

Senior Vice President/CFO J. Soren Reynertson has
resigned his positions at GF, the company said last week.
Reynertson had been a senior associate with Jay Alix &
Associates (JA&A), which is known for its experts in com-
pany turnarounds and financial restructurings.
Reynertson’s departure from GF is a direct result of his
decision to leave JA&A to pursue an opportunity in invest-
ment banking. On an interim basis, GF President/CEO Jack
McGregor will assume the title of CFO. 

HealthCor sells TX offices to Auxi
HealthCor Holdings (Dallas) has sold its Texas com-

munity care service offices to Auxi Health (Nashville, TN).
These offices provide care under two programs funded by
the state of Texas: the Primary Home Care program and the
Community Based Alternative Program. Auxi also provides
care under these programs through its Jackson
Healthcare Systems (Temple, TX) subsidiary. HealthCor’s
decision to eliminate the nursing line of business will result
in the sale or closure of principally all of its nursing activi-
ties. The company has no plans to develop business in
nursing and will concentrate on its core services of respi-
ratory therapy, medical equipment, and infusion therapy
services. The proceeds of the sale, the company said, and
the collection of outstanding accounts receivable of Texas
CCS offices will total $2 million.

Auxi Health provides skilled nursing; home health
aides; companion care; physical, occupational, and speech
therapies; infusion services; respiratory therapy; home
medial equipment; and case management. 

IHHI, DSS form alliance
In Home Health (IHHI; Minnetonka, MN) has entered

into a strategic alliance with Diversified Senior
Services (DSS; Winston-Salem, NC) in which IHHI will pro-
vide medical and personal care services to DSS’ more than

1, 000 frail, elderly citizens who reside in its independent
living facilities. 

DSS CEO William Benton said the alliance is a mean-
ingful step in the growth of the company in that it will
provide its residents with the medical and personal care
they need in living their everyday lives, while making it
possible for DSS to focus on developing and managing
new facilities. 

IHHI has offices in all locations where DSS has resi-
dents and where DSS plans to open new facilities this year
and next year, Benton said. 

DSS said that because of recent private financing and
the alliance with IHHI it expects to build between 12 and 24,
30-door independent living facilities and six and eight, 60-
door assisted living facilities in 1999 and 2000. 

Lincare board authorizes repurchase
Lincare Holdings’ (Clearwater, FL) board has autho-

rized the company to repurchase up to $200 million of its
outstanding common stock. Purchases will be made
through open market or negotiated transactions. “The
share repurchase plan reflects our confidence in growth
prospects,” said Lincare CEO John Byrnes. “We believe that
the market has been overreacting to the perceived threat
of adverse regulatory and legislative activity.”

Mallinckrodt to market warming blankets
Mallinckrodt (St. Louis) plans to launch a new sales

and marketing program to expand its WarmTouch patient
warming business in the United States now that the Federal
Circuit Court of Appeals overturned a 1997 ruling in a
patent infringement case filed against the company. “Now
that the court has ruled that we did not infringe the patents
of Augustine Medical (Minneapolis), we will pursue our
warming blanket business even more vigorously than in
the past,” said John Hesemann, president of the company’s
respiratory group. Augustine Medical Chairman Scott
Augustine said the decision was only the start of a long
fight. “Despite the outcome of this appeal, we will continue
to defend our intellectual property against imitation.”
Mallinckrodt’s WarmTouch blankets, similar to Augustine’s
Bair Hugger blankets, connect to blowers that fill the blan-
kets with warm air, helping control patient body tempera-
tures.

Mallinckrodt has also announced that oximetry mod-
ule sales for its original equipment manufacturers are
strong, with a volume increase of 15% over the previous fis-
cal year.

Mariner CEO resigns
Keith Pitts, the chairman and chief executive officer of

Mariner Post-Acute Network (Atlanta), has resigned his
positions to join Vanguard Health Systems (Nashville,
TN). Mariner has established an interim executive commit-
tee, which will report to the board of directors until a

CO M PA N I E S I N T H E NE W S



replacement is found. The committee includes CFO George
Morgan, Executive Vice President Chris Winkle, President
Bill Korslin, and CIO Bob Napier.

FDA approves MiniMed glucose monitor
MiniMed (Sylmar, CA) announced that the Food and

Drug Administration (FDA; Washington) has approved
its application for a system designed to provide continu-
ous glucose monitoring for people with diabetes. The
glucose sensor is designed to be inserted just under the
skin in the abdominal area. With the FDA approval, the
company can now begin commercial distribution of the
product.

NHHC reports 3Q99 results
National Home Health Care Corp. (NHHC;

Scarsdale, NY) reported its results for 3Q99 ended April
30 with revenues at $9.6 million, a 16.2% increase over
3Q98 revenues of $8.3 million. Net income was
$420,000, 8 cents per share, compared to $263,000, 5
cents per share, in 3Q98. Company President/COO
Steven Fialkow said, “Despite the recent upheavals to
home healthcare reimbursement over the past year, the
company remains confident that it will stay competitive,
and with our current financial resources, adapt to the
future changes.”

NYC completes acquisition of NJ office
New York Health Care (NYC; Brooklyn, NY) has com-

pleted its acquisition of the assets of a former Staff
Builders (Lake Success, NY) home healthcare office in
Hackensack, NJ. The purchase price was not disclosed, but
the acquired office generates annualized revenues of
about $300,000. NYC management plans to integrate the
administrative offices in Hackensack with the offices of the
latest acquisition.

Olsten partners with Alere Medical
Olsten Health Services (Melville, NY) has signed a

partnership agreement with Alere Medical (San
Francisco) to deliver a disease management program. The
program, which will enhance Olsten’s care for congestive
heart failure (CHF) patients, will provide daily monitoring
of patients at home and their interaction with nurses. It will
be implemented in several markets at first, followed by a
national expansion. “Under this agreement with Alere,”
Olsten President Robert Fusco said, “Olsten’s home care
nurses will receive special alert reports, as well as regular
status reports about their CHF patients, which will allow
them to more closely monitor their conditions between
home visits and attend to their immediate care needs.” The
monitor consists of an electronic scale and a communica-
tions device that asks the patient questions relating to
heart failure symptoms. It will send weight and symptom
data daily for review.
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Staff Builders posts decreased revenues for FY99
Staff Builders (Lake Success, NY) announced its

results for the year and quarter ending Feb. 28. The com-
pany posted revenues of $437.6 million for FY99, a 17%
decrease compared to revenues of $526.7 million in FY98.
It had a net loss in FY99 of $73.1 million, $3.16 per share,
compared to a net loss of $21. 6 million, 90 cents per share,
in FY98. Revenues in 4Q99 were $106.8 million, compared
to $131. 5 million in 4Q98. Net loss for 4Q99 was $27.8 mil-
lion, $1.18 per share, compared to a net loss in 4Q98 of
$24.4 million, $1.02 per share. 

Results include the results of Chelsea Computer
Consultants, of which Staff Builders purchased a majority
ownership in October 1997. Staff Builders Chairman/CEO
Stephen Savitsky said he believes the entire home health
industry is at a turning point. “Staff Builders’ home health
division was not alone in the industry in reporting declin-
ing revenues and profits during the last fiscal year,”
Savitsky said. The interim payment system resulted in
severe financial and cash flow problems for every home
health provider. Fortunately, Staff Builders responded
immediately to IPS with significant operational changes.”
The company plans to spin-off its home health division,
Tender Loving Care. ■

national average, the average patient receives nursing
assistance less often, and 6,100 home care workers have
been laid off,” he said.

According to Coyne, since the IPS capped payments
based on individual provider spending in 1994, agencies
with the lowest costs were given the lowest caps. “Since
many of these agencies had already trimmed the fat from
their operations, they are now being forced to lay off
nurses and cut services,” he said. “The IPS caps on pay-
ments for home health services mean that agencies can’t
afford to provide Medicare beneficiaries with the services
they need and to which they are entitled.”

That view reflects the fact that many members of
Congress were not swayed by the General Accounting
Office’s (GAO; Washington) recent study, which concluded
that beneficiary access to home health services has not
been hurt by IPS.

Coyne, who is a member of the House Ways and Means
Health Subcommittee, estimated that his bill would restore
about eight of the skilled nursing visits that the average
patient has lost and ensure that agencies can afford to pro-
vide a full range of physical therapy and skilled nursing. 

His bill would also require the GAO to complete a study on
the value of home care to the Medicare program. Specifically,
it would require the GAO to determine whether cuts in home
health spending are driving up the cost of more expensive
government healthcare programs, such as Medicare inpatient
hospital stays and Medicaid nursing home reimbursement. ■

Bill
Continued from Page 1



• Blue Cross and Blue Shield of Illinois (BCBSIL;
Chicago) may be acquiring other managed care firms
like a merger-driven Wall Street firm, but CEO Raymond
McCaskey is balking at the health insurer’s need to run
with the bulls – at least for now, reported the Chicago
Tribune. BCBSIL is staying policy-holder owned,
McCaskey said, because of its healthy balance sheet and
dominant position, despite the large number of other
Blues plans that are turning to public stock offerings as
a way to raise money. But observers and rivals, the
Tribune reported, wonder how long BCBSIL will be able
to stay a mutual company in a capital-intensive industry
consolidating into larger players with greater financial
needs. 

• Kaiser Permanente, which has suffered three years
of steep losses in its North Carolina operations, is planning
to stop doing business in the state, a source familiar with
the company’s plans told the Charlotte Observer. Kaiser
said earlier this year that its Charlotte division was for sale,
but, at that time, it planned to keep the larger and better-
performing operation in the Raleigh-Durham-Chapel Hill
Triangle. But, the Observer reported, continuing losses
have persuaded Kaiser management to leave the state
entirely.  

• Rhode Island hospitals, labor unions, and U.S. Rep.
Patrick Kennedy (D-RI) have made an appeal to the Rhode
Island General Assembly for a moratorium on the forma-
tion of new Blue Cross and Blue Shield health net-
works. Blue Cross and Blue Shield of Rhode Island,
which received criticism for its restrictive pharmacy net-
work with CVS, has reportedly proposed similar net-
works that would provide exclusive home care, medical
equipment, and laboratory services for members of
BlueCHiP, its HMO.

• Blue Cross and Blue Shield of Michigan (BCBSMI;
Detroit) and St. John Health System will partner on a
three-part pilot program to improve quality of care for dia-
betics, cardiac patients, and women over the age of 50.
The first effort is concentrated on urging St. John physi-
cians to perform certain testing on diabetics. Future part-
nership projects will focus on mammography testing and
the use of beta blockers on heart attack patients. The
Blues’ Center for Health Care Quality is providing the
data about practice patterns related to diabetes that will
be used by clinical leaders at St. John in their quality
improvement efforts. 

• Blue Cross and Blue Shield of Massachusetts
(BCBSMA; Cambridge, MA) has entered into an agreement
with Pegasystems (Cambridge, MA), a provider of cus-
tomer relationship management solutions, in which
Pegasystems will deliver its healthcare solution to BCBSMA.
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MA N A G E D CA R E RE P O R T
BCBSMA will use the solution to enhance service to its 1. 6
million members and providers nationwide. 

• Humana (Louisville, KY), Oxford Health Plans
(Norwalk, CT), and UnitedHealthcare (Minneapolis), as of
last week, are now using a single application process to
credential potential medical providers for their networks.
Doctors and other health professionals looking to become
part of any of the three companies’ networks will fill out
one universal application for network and credentialing
activities. The companies say the system will take away
paperwork leaving more time for patient care. 

• A federal judge has denied a motion by Oxford
Health Plans (Norwalk, CT) to dismiss a shareholder law-
suit alleging securities fraud stemming from a computer-
system debacle that led the company to report significant
losses beginning in 3Q97. The judge said the plaintiffs pro-
vided sufficient evidence that the company and several of
its officials knowingly misrepresented or omitted facts
about Oxford’s financial condition for the case to proceed
to trial. ■

“LTTR . . . was just a vehicle to buy some stock,”
Landauer told HHBR. “For tax planning purposes and cor-
porate structure, lawyers decided that the proper way to
do it would be to merge Community Care Services and
Metropolitan Respiratory Services into a new entity – a
solely owned subsidiary of Landauer Hospital Supplies –
called Landauer Metropolitan Respiratory Services Inc.”

The new company will continue to provide DME and
the high-tech respiratory services it previously provided,
Landauer said.

The merger agreement provides for each shareholder
of the company to receive $1.20 for each share of company
common stock. 

The transaction is subject to the approval of the com-
pany’s shareholders. A special meeting of CCSE’s share-
holders is tentatively scheduled for July 12, Landauer said,
and shareholders will vote on the merger then.  

The company is required to pay a break up fee if it fails
to complete the transaction for any reason other than fail-
ure to obtain shareholder approval. 

Landauer said CCSE’s board will change after the
merger is complete, but he said that the agreement will not
affect any CCSE service areas or employees. 

“There will be no layoffs of employees,” he said. “Both
companies have great people.”

Pinnacle Partners (Miami), a healthcare investment
banking firm, has acted as financial advisor to the company
and the special committee that was appointed to consider
the merger and has provided a fairness option with respect
to the fairness of the proposed merger to the company’s
shareholders. ■

Merger
Continued from Page 1
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• A jury in a Florida court has acquitted former home
healthcare firm Mederi Dade of Medicare charges,
reported the Miami Herald. Mederi Dade is a subsidiary of
Mederi Inc. (Miami). 

• Two privately held home healthcare firms in
Memphis have asked the U.S. Bankruptcy Court for protec-
tion from creditors while they reorganize their finances.
HealthSphere of America and its subsidiary, Home-
Bound Medical Systems, filed under Chapter 11. Home-
Bound has six other offices in Memphis, Nashville,
Mountain Home, AR, and Springfield, MO, that also filed.
The eight companies have been given until June 25 to dis-
close their financial situations and list their creditors.

• Strategic Health Services (Charleston, WV), a divi-
sion of Camcare, laid off 22 home health employees as
part of its most recent cutbacks. The company has elimi-
nated 60 jobs since the beginning of the year. Rumors had
spread that the company’s director of home health was
fired, but that’s not true, reported the Charleston Gazette.
The director, Mary Linn Hamilton, is expected to leave the
company soon. The reason for the layoffs, Hamilton said, is
that government reimbursements since the Balanced
Budget Act of 1997 have been cut by about 30%.

• HealthOne (Denver) reported a net income of $31
million in FY98, compared to a net loss of $47 million in
FY97. About $26 million of the income came from continu-
ing operations, but the rest came from shutting down the
hospital system’s money-losing home health agency and
psychiatric hospital, reported the Denver Post.

• A 7-year-old private home health agency in Mission,
KS, helps about 75 people with head injuries to accomplish
daily tasks. Communityworks receives government
funding to assist victims of car accidents in becoming inde-
pendent again. Kansas became the first state in 1991 to offer
community- and home-based rehabilitation waivers for
people with head injuries. The waivers pay for programs
like Communityworks, which keep the people out of insti-
tutions. By doing so, they save the government about
$7,000 a month per patient, according to the Kansas
Department of Social and Rehabilitation Services.

• Kansas home healthcare professionals believe indus-
try troubles will be swept away once baby boomers reach
age 65 in 2010. “Our population is getting older and older,”
Riverside Home Care administrator Liz Legere told the
Wichita Business Journal. “Wouldn’t you rather stay in your
home if you had that option – with some help – rather than
in a hospital or nursing home?” A little more than 40 Kansas
home health agencies – 20% of the total – have closed
down due to Medicare cutbacks, said a spokesperson for
the Kansas Home Care Association. One home health
administrator said the cuts were traumatic, but may have

R E G I O N A L D I G E S T
been necessary. “There was a lot of fraud,” said Dorothy
Gathungu-McPherson, executive director of Progressive
Home Health Care. “We just need to find a better system
for reimbursement without penalizing the patients.”

• Democratic presidential hopeful Bill Bradley listened
to the troubles facing home health workers in Sacramento,
CA, last week – a move that was part of his strategy to pre-
vent Vice President Al Gore from being endorsed by the
AFL-CIO. The home health workers told Bradley of how
they worked long hours for minimum wages and no bene-
fits, reported the Star-Ledger in Newark, NJ. Bradley said he
is “seeking support of labor.”

• Hospice and home health agencies in Maine will par-
ticipate in a national study aimed at documenting the pain
felt by people at the end of life. The statistics will be gath-
ered at patients’ bedsides and should help healthcare pro-
fessionals fight the pain more effectively, reported the
Portland Press Herald. The study, called Zero Acceptance of
Pain, is already underway in Tennessee, Colorado, and
California. In Maine, patients at eight hospice and home
health agencies will be asked to describe the intensity and
quality of their pain.

• Police have charged a Groveland, MA, woman who
worked as a home health aide for allegedly stealing jew-
elry, china, crocheted blankets, and food from at least three
of her elderly charges. Several of the stolen items were
found in her home, police said. The woman was held on
$2,500 cash bail last week after her arraignment. ■

up in conflict with the new requirements imposed by
Congress. That is one reason Home Health Staffing and
Services Association (Washington) legal counsel Jim Pyles
and others urged HCFA to hold off on last week’s notice.

In its announcement about the revised notice released
last week, HCFA said it is taking “extra precautions beyond
its already stringent privacy protections to guard privacy
while maintaining the legitimate focus of OASIS.” Two sep-
arate notices were published. The first is a so-called “sys-
tem of records” that specifies circumstances where individ-
ual specific records may or my not be released. The second
outlines the steps HCFA is taking to ensure patient privacy.
Among the several other new provisions are the following:

• Medicare and Medicaid patients will receive notice
explaining why the data is being collected and informing
them of their right to review the data and request changes.

• Routine uses of these data will be limited so that per-
sonally identifiable information will only be used where
statistical information is not sufficient. Also, HCFA will not
make personally identifiable data available to accrediting
organizations.

• Medicare will accelerate efforts to encrypt data dur-
ing transmission to provide an additional level of protec-
tion. ■

OASIS
Continued from Page 2



• Home care offers better care, more efficiently deliv-
ered, stated an editorial in the Bangor (ME) Daily News.
But the industry is facing a crisis no thanks to Congress’
response to massive fraud and abuse uncovered through
a 1995 federal investigation of home care. The govern-
ment decided to trim Medicare’s waste, “but the essential
result of the reform was to reward excess and to punish
frugality,” the editorial stated. At the recent
Subcommittee on Investigations hearing led by Sen.
Susan Collins (R-ME), lawmakers discovered that the
Visiting Nurse Service in Saco, ME, has eliminated 120
of its 420 jobs. It has also dropped retirement benefits
and plans to close a branch office. Another agency, the
Visiting Nurses of Aroostook County, has cut 37
jobs, frozen salaries, and is operating at a loss. And the
Visiting Nurse Service in Bangor has laid off 10 people.
“Fewer nurses, fewer visits, more ambulance calls, even-
tually more nursing homes,” the editorial stated. “In the
name of saving money, Congress has devised a plan that
inevitably will cost more while providing worse care. If
it’s not yet a crisis, a planned 15% cut in home care sched-
uled for next year will make it one.” The editorial criti-
cized lawmakers who point to a $2.9 billion decrease in
Medicare spending on home care last year. “They’d prefer
not to talk about the coming increase in acute care costs.
They certainly don’t want to talk about the human cost.”

• The Home Health Coalition (Alexandria, VA) said
it is concerned that a provision for home health consol-
idated billing inside legislation for the prospective pay-
ment system “ignores the inherent complexities of the
home health market and separate reimbursement sys-
tems.” The coalition wants the provision repealed. “If
this provision is enacted,” the coalition said, “HHAs will
be forced into taking on considerable new responsibili-
ties and liabilities, at the same time they are adjusting to
the PPS reimbursement system.” Consolidated billing,
the coalition said, won’t promote access to high quality
services. ■
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New JCAHO compliance
guidebook is available

Leaping the Joint Commission’s hurdles to accredi-
tation for your home care agency can be made easier
with the newest edition of Strategies for Successful
JCAHO Homecare Accreditation 1999-2000.

This newest edition is a step-by-step guide to
compliance with the Joint Commission on the
Accreditation of Healthcare Organizations’
1999-2000 standards. Its 573 pages provide strate-
gies and documentation tools to help you prepare
for accreditation, and they include dozens of forms,
checklists, staff education documentation, and
management tools.

Strategies for Successful JCAHO Homecare
Accreditation 1999-2000 also features more than
150 pages of case studies with tips, suggestions,
and advice from your peers who have survived
the survey, plus a list of vendors approved by the
Joint Commission to measure outcomes for your
agency.

With your purchase of the new accreditation guide,
you can receive 25 nursing continuing education cred-
its free. You also have the opportunity to buy unlimited
additional CE programs for just $40 each.

If you have a home care survey coming, don’t wait
to order this guide. Call (800) 688-2421 for more infor-
mation, or send an e-mail to American Health
Consultants at customerservice@ahcpub.com. ■

W H A T T H E Y ’ R E S AY I N G

• Olsten Corp. (Melville, NY) has named Jeffrey Yablon
vice president of sales for Olsten Health Services.
Yablon will be responsible for working with the company’s
regional sales directors, territory business managers, and
sales force to develop a long-term sales strategy and incen-
tive plan. Yablon will direct Olsten’s Health Services’ sales
efforts toward managed care organizations, physicians,
discharge planners, and other referral sources. ■

C O R P O R A T E L A D D E R

• Briggs Corp. (West Des Moines) said last week that
its Briggs Technology affiliate has merged with LTC
Solutions, a software developer in the post acute mar-
ket. The combined company, Horizon Healthcare
Technologies, will be based in St. Louis. Briggs Corp. will
hold a majority interest in the new company. Horizon will
be headed by Hollie Furst, now CEO of LTC Solutions.
Briggs Technology develops and markets software sys-
tems for OASIS electronic submission for home care
providers.  

• qmed (Laurence Harbor, NJ) reported an increase of
20% in its 2Q99 ended May 31 revenues, to $619,635 from
$513,892 in 2Q98. The company reported a net loss in
2Q99 of $337,186, 3 cents per share, compared to a 2Q98
net loss of $738,234, 7 cents per share. President/CEO
Michael Cox said the revenue growth “is largely
attributable to a 17% increase in our ohms/cad business. As
we had earlier indicated, this is an important turnaround
quarter.” ■

T E C H U P D A T E
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announced that it would eliminate 375 positions, but
with the current outlook, it decided to expand that num-
ber. The layoffs will begin this month and continue until
Sept. 1.

The expected loss and layoffs can mostly be blamed on
the erosion of the Home Healthcare Group’s (HHG) gross
margin and a projected operating loss at the Continuing
Care Group (CCG). Even though the HHG made gains in
many product lines, those gains were offset by price
decreases as a result of industry changes. The CCG is
expected to incur a loss because of soft revenues in its
nursing home sector relating to changes in Medicare reim-
bursement. The group should start making “a meaningful
profit contribution” in the second half of FY2000, the com-
pany said.

Sunrise Chairman/President Richard Chandler said the
company will try to raise its gross margins through
expense reductions, productivity improvements, new
product introductions, and some price increases. “Rather
than depending on price relief, however, we are gearing
our cost structure to make a reasonable profit even at low
pricing levels,” he said.

Severance pay for the expected layoffs will have one-
time costs of $4 million, 11 cents per share, in 4Q99. The job
reductions, however, will generate about $18 million a year
in savings for the company.

Sunrise has also decided to redenominate foreign
debt into U.S. dollars in order to capitalize on its strength
versus the European currency. The company will, there-
fore, lock in unrealized gains of about $15 million that
have been reported as a component of stockholders’
equity. This should strengthen the company’s balance
sheet.

A one-time, pre-tax charge of $2.1 million will be
posted to 4Q99 earnings for costs to terminate corre-
sponding foreign currency fixed interest rate swaps. The
redenomination should help the company facilitate its
planned refinancing of the existing bank credit line of
$120 million.

Together, the severance and the credit refinancing
costs are expected to come to about $6 million, 16 cents per
share, in 4Q99.

In one effort to improve financial results, the company
will realign its U.S. home care sales force beginning July 6
to give a single point of contact to customers, Chandler
said.

“With the re-engineering program and its aftermath
finally behind us and our cost structure reduced,” he said,
“we are confident we have taken the necessary steps to
bring Sunrise profit margins back to an acceptable level in
the quarters ahead.”

FY98 results included a net loss of $13.7 million, 62
cents per share, on sales of $168.6 million. ■

Sunrise
Continued from Page 1

the other preliminary results presented by Smith:
• Most home health agencies appear to be moving fairly

aggressively to adjust their case mixes and practice pat-
terns to conform to utilization reimbursement. Some agen-
cies are even using software that continuously modifies
treatment for existing patients according to the agency. 

• A number of agencies have achieved virtual reversals
in their short-stay/long-stay ratios through changes in their
patient mix. Other agencies that have been unable to change
patient mixes characterized by large amounts of unstable
chronic illnesses have significantly reduced visits and clini-
cal staffing levels, even as they have dramatically increased
their patient census, raising serious quality concerns.

• The IPS and other fiscal intermediary policies have
created a stratification of beneficiary desirability among
providers. 

• Diabetics appear to have experienced the most dis-
placement from home care with many complex diabetics
not even admitted among the agencies surveyed. Similar
patterns of aggressively seeking discharge of congestive
heart failure and chronic obstructive pulmonary disease
have also surfaced.

• Patients who require two or more visits daily or even
one visit daily, even over a relatively short period of time,
also appear to be experiencing significant home care dis-
placement among the agencies studied. 

• In many cases, agencies describe greater fragmenta-
tion of care with patients being discharged to home care in
much sicker condition from hospitals. After rapid admis-
sion from home care, these patients are often readmitted
to hospitals and then readmitted to home care.

• Agencies report that some patients are paying 100%
out-of-pocket for services that previously were covered by
Medicare. 

• Most agencies, except those that have experienced
large increases in their patient census or increases in
patient severity, are reducing clinical and administrative
staff. 

• Some hospital-based agencies have become loss
leaders and their Medicare patients are now subsidized by
other parts of the health system in which they operate.

“The preliminary findings strongly suggest that agencies
are responding to IPS’ incentives to avoid caring for the sickest
and frailest beneficiaries while relatively healthy beneficiaries
may be experiencing improved access to care,” Smith said. 

These conclusions are certain to be weighed by members
of Congress and the administration against the GAO’s find-
ings and the relatively inconclusive assessment about bene-
ficiary access reported by the Medicare Payment Advisory
Commission earlier this month. But most observers believe
this study is the home care industry’s most effective means of
demonstrating the impact the IPS and recent regulatory
changes are having on home health services. ■

IPS
Continued from Page 2


