
OIG issues draft guidance for
hospice compliance program
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – The Department of Health and
Human Services’ (HHS) Office of Inspector General
(OIG) issued draft guidance last week “to help hospice
providers design effective voluntary compliance programs
to prevent fraud, waste, and abuse in government health
programs, including Medicare and Medicaid.” While all OIG
compliance programs are optional, they nevertheless put
healthcare providers on notice about potential violations,
and the list of guidelines handed to hospice providers is a
long one (see box, p. 6). 

“The most important aspect of our prevention efforts is
the development of voluntary compliance guidance that will
help the healthcare industry understand the government’s
expectations for a well-run program,” said Inspector General
June Gibbs Brown. “Compliance efforts should focus on

More HHAs beginning to align
with hospitals, health networks
By MEREDITH BONNER
HHBR Editor

A recent study shows the number of home health agen-
cies that are aligning themselves with hospitals is increas-
ing. But some analysts say the jump in alliances has been
caused not by a change in the agencies’ behavior, but by a
change in the hospitals’ behavior.

“There could be an explanation of what the study is
saying in that hospitals want to be aligning with home
health agencies instead of owning them,” said Dexter Braff
of The Braff Group (Pittsburgh). “Hospitals that may have
previously owned one or considered owning one might
now be saying they don’t want to own, but want to align.”

The study, conducted by SMG Marketing (Chicago),
found that within the past year, the number of affiliations
between home health agencies and hospitals or integrated
health networks has increased 29% to 1, 097 in April 1999
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By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – Health Care Financing
Administration (HCFA; Baltimore) Deputy Director Kathy
Buto told Sen. Susan Collins (R-VT) last week that the
agency is still on track to complete the prospective pay-
ment system (PPS) for home health in time for its scheduled
implementation. That assurance came in response to a
demand Collins made to Buto at a Senate Permanent
Subcommittee on Investigations hearing June 10 for recom-
mendations to address problems home health agencies are
experiencing as a result of changes made by the Balanced
Budget Act of 1997 (BBA). “We are committed to implement-
ing PPS by Oct. 1, 2000, as required by law,” Buto told Collins
in a July 16 letter. “In fact, we are currently on schedule to
publish the proposed rule by the fall for comments.”

The rest of Buto’s belated response mainly summarizes
the home health provisions included in President Clinton’s
recent Medicare proposal, such as increasing the time for

repayment of overpayments related to the interim payment
system (IPS) and postponing the requirement for surety
bonds until Oct. 1, 2000. Buto also noted the administra-
tion’s proposal to pump $7.5 billion back into selected
areas of Medicare over a 10-year period starting in 2000.

Buto defended the changes in the BBA. “They include
strong and defensible policies that will help preserve and
protect Medicare,” said Buto. But she conceded that some of
the 335 BBA policy changes may have “unintended conse-
quences” and said the implications for providers and bene-
ficiaries “are not clear.” 

But even as Buto was sending Congress its assurance
about the home health PPS, Sen. Connie Mack (R-FL) was
putting the finishing touches on a bill that includes a sim-
plified PPS in case HCFA fails to meet its deadline or devel-
ops an inadequate system. Mack’s bill, the Medicare Home
Health Beneficiary Equity and Payment Simplification Act,
was formally introduced July 22 and co-sponsored by Sens.

See Hospices, Page 2

HCFA says PPS on track, but Senate drafts back-up plan

See PPS, Page 9
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establishing a culture within a hospice that promotes the
prevention, detection, and resolution of instances of conduct
that don’t conform with the law, regulatory requirements, or
a provider’s internal standards and policies,” Brown added.
“Over time, an effective compliance program should become
part of the fabric of a hospice’s routine operations.”

The draft guidance identifies specific compliance risk
areas for hospice providers, such as admitting patients to hos-
pice care who are not terminally ill, under-utilization of ser-
vices, improper arrangements with nursing homes, and high
pressure marketing of hospice care to ineligible beneficiaries. 

Similar to other guidance already issued by the OIG for
clinical laboratories, hospitals, home health agencies,
third-party medical billing companies, and durable medical
equipment (DME) suppliers, the draft hospice guidance is
based on the following seven elements: implementation of
written policies, procedures, and standards of conduct;
designation of a compliance officer; development of train-
ing and education programs; creation of a hotline or other
measures for receiving complaints and procedures for pro-
tecting callers from retaliation; performance of internal
audits to monitor compliance; enforcement of standards
through well-publicized disciplinary directives; and
prompt corrective action of detected offenses.

The draft hospice guidance also includes information
on how to assess the effectiveness of a compliance pro-
gram. The government views the existence of a compliance
program as a mitigating factor in fraud and abuse cases
only if the compliance program is effective. 

“Documentation is key to demonstrating the effective-
ness of a provider’s compliance program,” warned the OIG.
That includes documentation for audit results, hotline calls
and their resolution, due diligence efforts of business
transactions, employee training, disciplinary actions, and
distribution of policies and procedures. “The documented
practice of refunding overpayments and self-disclosing
incidents of non-compliance with federal healthcare pro-
gram requirements can also provide evidence of an effec-
tive compliance program,” added the OIG. ■

Hospices
Continued from Page 1

Pilot project gives ailing patients
better access to care at home
By KAREN PIHL-CAREY
HHBR Staff Writer

A Medicaid pilot project in Florida may start a new
wave of health plans that focus on keeping the frail elderly
in home care and outside of nursing homes.

Insurers that participate in the project, which is among
the first of its kind, are paid 92% of the standard Medicaid
fee-for-service reimbursement, as well as 76% of what
Medicaid pays for a nursing home stay for each member
enrolled. The insurers receive the money whether or not
the member is staying in the nursing home, giving them
incentive to care for the person through less expensive
home care.

The Florida Department of Elder Affairs
(Tallahassee) has signed on three insurers to participate
in the project that the federal government approved in
1997. It has taken almost two years for the state to nego-
tiate a mutually beneficial plan with insurers. United
Healthcare of Florida, a division of UnitedHealth
Group (Minneapolis), joined the project in December
and has since enrolled about 130 elderly people in the
Orlando area. The department earlier this month enlisted
two more HMOs – Beacon Health Plans (Coral Gables,
FL) and Physicians Healthcare Plans (Tampa, FL) –
which will begin enrolling members next month or in
September, pending contract approval from the Health
Care Financing Administration (Baltimore).

The goal of the project is to allow elderly people to live
at home as long as possible, while saving millions of
Medicaid dollars being spent on nursing home care. The
insurers will lose money if they have to place someone in a
nursing home, but they will make a profit with many mem-
bers kept in home care. The state wants 800 seniors in the
three plans by summer of 2000. Of those 800, no more
than 10% should be in nursing homes.

“It is a very measured gamble,” Physicians Healthcare
CEO Michael Fernandez told the Wall Street Journal. “If it

See Pilot, Page 8
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Amedisys sells some former Columbia operations
Amedisys (Baton Rouge, LA) has sold its

Amedisys/Columbia Homecare operations in
Oklahoma City, Lawton, and Hydro, OK, to Heartland
Healthcare (Oklahoma City). The acquisition gives
Heartland 19 offices statewide. The purchase price was not
disclosed. “This agreement will further the company’s
strategic plan of developing statewide home healthcare
coverage,” Heartland President Terry Johnson told the Daily
Oklahoman. 

Chemed’s Patient Care sees 2Q99 earnings growth
Chemed’s (Cincinnati) Patient Care subsidiary saw

earnings growth of 6.5% in 2Q99 ended June 30, said
Chemed Chairman/CEO Edward Hutton. Patient Care also
recorded increased revenues in 2Q99, jumping to $32.2 mil-
lion, an increase of 7.3%. Patient Care continues its focus on
personal care services using home health aides and on
increasing private-pay revenue opportunities, assisted living
relationships, and participation in properly funded insurance
programs. In addition, Patient Care completed two acquisi-
tions in 2Q99, including that of Medical Personnel
Services and Caring Companions of North Shore. 

Chemed officials said they see great opportunity in the
home health field as demand for personal care services
continues to accelerate along with the aging population.
With its reputation for quality, its expanding services, and
its increased geographic coverage through its accelerating
acquisition program, Patient Care is well positioned for
future growth, officials said. 

Chemed recorded 2Q99 revenues of $109.4 million, an
increase from 2Q98 revenues of $95 million. The company
reported a net income in 2Q99 of $5.4 million, 49 cents per
share, compared to a 2Q98 net income of $5.6 million. The
net income results reflect after-tax gains of $5.6 million in
2Q99 and $2.4 million in 2Q98. 

Continental’s subsidiary teams with hospital 
Continental Home Healthcare’s (Vancouver, British

Columbia) U.S. subsidiary, Continental Hospital Supply
Corp., has entered into an agreement with Good Samaritan
Hospital of Los Angeles to provide home medical equip-
ment, respiratory therapy services, and other related prod-
ucts and services to hospital patients discharged from
Good Samaritan to the home care environment. 

HAHI hires public relations firm
Help At Home (HAHI; Chicago) has entered into an

agreement with Falcon Consulting Co. (New York) under
which Falcon will provide financial public relations ser-
vices for HAHI for a trial period of 90 days.

CO M PA N I E S I N T H E NE W S
IHHI’s 3Q99 income jumps 23% from 3Q98

In Home Health (IHHI; Minnetonka, MN) reported a
net income in 3Q99 ended June 30 of $1.1 million, 9 cents
per share, an increase of 23% from 3Q98 net income of
$936,000, 5 cents per share. IHHI’s 3Q99 net income avail-
able to common shareholders, which includes the deduc-
tion of a preferred stock dividend payable to HCR Manor
Care (Toledo, OH), was $500,000, compared to $287,000
in the same period last year. The company recorded rev-
enues in 3Q99 of $20.2 million, compared to revenues of
$22.9 million in 3Q98.  

As a result of increased profitability in some branches
and a $1.6 million reduction in general, administrative, and
selling expenses from last year, IHHI achieved an improve-
ment of 41% in income from operations in 3Q99 over last
year’s, officials said.  

IHS sees 2Q99 net loss 
Integrated Health Services (IHS; Owings Mills, MD)

reported 2Q99 ended June 30 revenues of $625.4 million,
compared to 2Q98 revenues of $740.9 million. IHS
recorded a net loss in 2Q99 of $4.6 million, 10 cents per
share, a decrease from the 2Q98 net income of $41.5 mil-
lion, 76 cents per share.  

Invacare reports 2Q99 earnings
Invacare (Elyria, OH) has reported financial results for

2Q99 ended June 30. Net sales were $202.2 million, a slight
decrease from 2Q98 sales of $202.8 million. But net
income was $11.9 million, 39 cents per share, compared to
$11 million, 36 cents per share, in 2Q98. Chairman/CEO A.
Malachi Mixon said domestic sales were sluggish for 2Q99,
but that “long term underlying demand and demographic
trends continue to be favorable, and we are confident that
this adjustment cycle will end in the near future.” Part of the
problem is that dealers, in response to cuts in Medicare
reimbursements, are carrying less stock and refurbishing
existing equipment.

Lincare posts 2Q99 results
Lincare Holdings (Clearwater, FL) reported revenues

of $143 million for 2Q99 ended June 30, which is a 20%
increase over revenues of $119 .5 million for 2Q98. Net
income was $24.8 million, 42 cents per share, compared to
net income of $20.7 million, 35 cents per share, for 2Q98.
During 2Q99, Lincare completed the acquisition of respira-
tory operations of HealthCor Holdings with expected
annual revenues of about $9 million.

Olsten settles with government for $61 million
Olsten Corp. (Melville, NY) and its subsidiary,

Kimberly Home Health Care, finalized its deal with the
federal government to settle a Medicare fraud investiga-
tion. The company will pay $61 million in cash, and
Kimberly will plead guilty to three felony charges, includ-
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ing conspiracy, mail fraud, and violation of the Medicare
antikickback statute. Olsten President/CEO Edward
Blechschmidt called the deal “a welcomed conclusion of a
difficult period in our company’s history.” Investigators
said the company sold several Florida home health agen-
cies to Columbia/HCA Healthcare Corp. for an
amount far below their worth, then charged Columbia
“inflated fees” to manage the agencies. The fees were
then billed to Medicare. Medicare will pay for legitimate
management fees, but not for acquisition costs. The U.S.
Justice Department has also said that Olsten improperly
billed Medicare for reimbursements to pay for season
tickets to baseball and basketball games, country club
fees, skating lessons, golf outings, and box seats to sport-
ing events at Madison Square Garden. The justice depart-
ment said Kimberly would be barred from participating in
Medicare and other federal health benefit programs,
reported Newsday. The department has also joined a law-
suit by a whistleblower against Columbia/HCA, alleging it
conspired with Olsten to get Medicare to pay for the
acquisition.

Olsten Health Services has received accreditation
from the Joint Commission on Accreditation of
Healthcare Organizations at 68 of its branch office
locations around the country. The company’s Miami
region received accreditation with commendation. In
addition, Olsten’s Precise System has been awarded the
status of accredited training product by the British
National Training Organisation for Information
Technology.

McKesson HBOC introduces new Web service
McKesson HBOC (San Francisco) has established the

Pathways Homecare InfoCenter, a free Web-based service
offering support of administrative, clinical, and financial
needs. The service also updates information on product
announcements and software, as well as provides the
opportunity to join chat rooms and send email to other
Pathways Homecare users. Subscription Web-based train-
ing courses will help to save resources on employee train-
ing, the company said.

Rehabilicare receives “strong buy” rating
Cruttenden Roth (San Diego) has initiated coverage

of Rehabilicare (New Brighton, MN) with a “strong buy”
recommendation. The stock closed at $3.75 following the
announcement. Cruttenden Roth analyst Justin Vaicek said:
“The significant upside in the story lies in the company’s
ability to acquire companies, execute in cost cutting, add
complementary product lines outside of the third party pay
environment, and thereby further increase earnings dra-
matically in the near term.” The company has a 12-month
price target of $6 per share, Vaicek said.  Rehabilicare
announced on July 16 that is had acquired Compex SA,
which markets home use electrotherapy products.

Staff Builders reports 1Q00 revenues
Staff Builders (Lake Success, NY) reported results for

1Q00 ended May 31. Revenues were $107.7 million, a
decrease of $3.6 million or 3.2% from $111.3 million for
1Q99. Net loss was $2.1 million, 9 cents per share, com-
pared to a net loss of $99,000, no cents per share, for 1Q99.
The company is also moving forward with its spin-off of
the home health division as Tender Loving Care Health
Care Services. Tender Loving Care will acquire 100% of the
outstanding capital stock of the Staff Builders subsidiaries
engaged in the home healthcare business.

Total Renal expects lower 2Q99 eps
Total Renal Care Holdings (Torrance, CA) said last

week it anticipates reporting lower-than-expected financial
results in 2Q99. The results will reflect the impact of both
higher operating expenses and lower net operating rev-
enues per treatment for services billed out of the company’s
Tacoma, WA, office. This office is responsible for billing 55%
of the company’s domestic dialysis revenues. Earnings per
share, before certain charges the company will incur, are
estimated to be 20 cents to 22 cents per share. 

In other news, the Total Renal Care’s board has accepted
the resignation of CFO John King. Maris Andersons, a former
senior advisor for corporate finance at Tenet Healthcare
and a member of Total Renal Care’s board, has been
appointed chairman of a newly formed finance committee of
the board and will work with the company’s financial execu-
tives pending the hiring of a new CFO. ■

• The Home Care Association of America’s
(Jacksonville, FL) 1999 Annual Convention & Trade Show
will be Aug. 1-3 in Las Vegas. The convention will offer an
optional HHA Certificate Program  for administrators and
managers. For more information, call (800) 386-4222. 

• The Maryland-National Capital Homecare
Association’s annual conference will be held Sept. 22-23
at Martin’s Crosswinds in Maryland. Call (301) 408-4005.

• The National Association for Home Care’s
(Washington) 1999 Annual Meeting & Homecare Expo will
be Oct. 9-13 in San Diego. The 1999 conference will feature
more than 250 exhibiting companies, a PPS update, and
more than 100 educational programs. For more informa-
tion, call (202) 547-5050.

• ECRI (Plymouth Meeting, PA) will hold the seventh
annual Health Technology Assessment Information Service
Conference Nov. 4-5 at its headquarters just outside of
Philadelphia. The conference will focus on the new era of
Medicare, private health plans, and federal legislation. For
more information, visit www.healthcare.ecri.org/taconf or
call (610) 825-6000, Ext. 5439. ■

C A L E N D A R
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• The home healthcare and hospice programs created
from the merger of similar programs at Waukesha
Memorial Hospital and Oconomowoc Memorial Hospital,
both in Hartland, WI, are moving to a new location, still in
Hartland. ProHealth Home Care and the Rolland
Nelson Crossroads Hospice will open a new office,
located between the two hospitals. 

• Home Care Medical (Milwaukee) has achieved its
fourth three-year accreditation from the Joint
Commission on Accreditation of Healthcare
Organizations (Oakbrook Terrace, IL). 

• A nurse shortage in Idaho, caused by an increasing
demand for services, is forcing some hospitals and clinics
to pay overtime and delay elective surgeries. Home health
agencies, insurance companies, schools, and large corpo-
rations have begun hiring full-time staff nurses, reported
the Associated Press, which adds to the constant demand
for nurses in traditional settings. To address the problem, a
program of the Idaho Commission on Nursing and
Nursing Education called Now Colleagues in Caring
and Idaho State University has begun a $50,000 program
to study staffing problems. The research has found that the
greatest shortages are in rural areas and in specialty medi-
cal areas that require additional training. 

• Athol Memorial Hospital in Athol, MA, as of July 31,
will no longer offer home health services, reported the
Worcester Telegram & Gazette. The hospital told the
Telegram & Gazette that because of the severe financial cri-
sis it is facing, its Athol Memorial Home Health &
Hospice (AMHH) subsidiary will no longer offer home care
services. Two weeks ago, the hospital sent letters to 125
patients who had been receiving services through the
organization, notifying them that the services will be ter-
minated. Services offered by the organization, said Cynthia
Roche, director of AMHH, will be available through the
Gardner Visiting Nursing Association. 

• Ephrata Medical Equipment in Pennsylvania
recently received accreditation from the Joint Commission
on the Accreditation of Healthcare Organizations.
Ephrata was also voted the best home medical equipment
company in Lancaster County by Senior News. 

• Presbyterian Medical Services (Santa Fe, NM) has
merged with Hospice and Home Health Services of
Lincoln County (Ruidoso, NM). The merger was completed
last month. Presbyterian, which provides medical, dental,
and human service programs to underserved communities
in New Mexico, is not an affiliate of Presbyterian Health
Care, which manages Lincoln County Medical Center. 

• A 21-year-old home health aide received a sentence of
five years probation after she admitted to shoving a 76-
year-old Alzheimer’s patient at the Culverton Home for

Adults in Buffalo, NY. The judge also ordered that Shanika
Moore not work in nursing homes or day care centers.
When she shoved the man, he fell to the floor breaking his
pelvis and ribs. She was the first person in the state to be
prosecuted under “Kathy’s Law,” which was enacted when a
Rochester, NY, nursing home aide raped a comatose
patient, who later gave birth and then died.

• The Frontier Group (Boston) filed for bankruptcy
protection. A company spokeswoman told the Hartford
Courant that Frontier will continue operations as it goes
through a reorganization. Some employees are waiting for
reimbursements for travel and other expenses, and the
company will pay that money when authorized by the court.

• A  coalition of healthcare providers is meeting July 30 in
Gardner, MA, to discuss the impact of budget cuts in Medicare.
A spokeswoman for the Gardner Area Inter-Agency Team,
which represents more than 20 healthcare providers, said the
cuts have harmed home healthcare services and long term
nursing home care the most. Several patients have lost their
eligibility for home visits because of the cuts, she said.

• A grant of $28,500 was awarded to the VNA
Foundation (Barrington, RI) to offer help to home health-
care patients not reimbursed by insurance or government
programs. The money, bestowed by the Barrington District
Nursing Association Fund at the Rhode Island
Foundation, will be used to finance home-based health
services, including therapeutic nursing visits, home health
aides, social workers, nutritionists, and practical nurses.

• Presbyterian Medical Services of Santa Fe
(Ruidoso, NM) and Hospice and Home Health Services
of Lincoln County (Ruidoso, NM) merged last month.
Presbyterian offers medical, dental, and human service
programs to underserved communities in New Mexico.

• Centura Home Health’s private-duty nurse pro-
gram in Colorado Springs, CO, closed July 1, reported the
Colorado Springs Business Journal. The Denver program
closed in March. In June, Centura announced a $24 million
loss for the first eight months of FY99. The company
decided to close the private-duty programs because they
were struggling. It is trying to transfer both patients and
employees to other private-duty agencies so the same peo-
ple will care for the same patients, reported the Journal. ■

R E G I O N A L D I G E S T

• Olsten Health Services (Melville, NY) has named
Jeffrey Yablon vice president of sales. Yablon previously
worked for Digene Corp. in Maryland as its North
American business director. 

• American Home Services (Dallas) has named
Theresa Killion vice president of operations. The company
also named Jeff Hartshorne vice president of sales. ■

C O R P O R A T E L A D D E R
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• Scan (Long Beach, CA) has elected Thomas Higgins, a
corporate vice president at Edison International, chair-
man of the board. Higgins has been a member of the board
since 1996. He succeeds Russ Hill, who is stepping down
after serving the maximum term. 

• Foundation Health Systems (FHS; Los Angeles)
has reached a definitive agreement to sell its two hospitals
to Healthplus+ Corp. (Houston). The purchase price was
not disclosed. The two hospitals are the 180-bed Memorial
Hospital of Gardena (Gardena, CA) and the 127-bed East Los
Angeles Doctors Hospital (Los Angeles). FHS’ Health Net
and Vitalcare subsidiaries will maintain contractual
arrangements with the hospitals following completion of
the sale. The sale of the hospitals, said Jay Gellert, presi-
dent/CEO of FHS, is “another important step forward in our
strategic plan to focus on core health plan, specialty, and
government operations.”  

• United Healthcare’s North Carolina office (UHNC)
has launched an independent appeal process in which
patients can take healthcare grievances to a panel of doc-
tors. United officials said the initiative comes partly in
response to calls for legislation mandating independent
reviews and permitting patients to sue health maintenance
and other types of managed care companies for malprac-
tice, reported the Associated Press. But UHNC, which
insures 300,000 people in the state, insists it only wants to
ensure that patients get appropriate medical care. ■

• Coastal Physicians Group (Durham, NC) finalized
its purchase of the former operations of FPA Medical
Management’s Sterling Health Care (Coral Gables, FL)
subsidiary. Coastal paid $69.3 million and assumed $21 mil-
lion in debt to acquire the unit. Later this month, share-
holders will decide whether to call the merged company
PhyAmerica Physician Group.

• MedPartners (Birmingham, AL) has received
bankruptcy court approval of its agreement with California
regarding its physician practice management assets.
“MedPartners has resolved its issues with the state and can
now complete its exit of the PPM business in a way that mini-
mizes distribution to patients,” said Chairman/President/CEO
Mac Crawford. The company expects the agreement to
become effective within two weeks. The court has also
approved the company’s sale of assets related to Mullikin
Medical Group and Southern California Medical Corp.,
as well as Talbert Medical Group.

• Physicians Resource Group (Dallas) said that
Resurgence Asset Management (RAM) informed the
company of RAM’s right to terminate its restructuring
agreement with Physicians claiming the company has not
met terms and, therefore, breached the contract.
Physicians does not believe it has breached the agreement
and continues to pursue its restructuring, even though it
will not make the Sept. 30 deadline outlined in the agree-
ment for the restructuring to be completed. ■

MA N A G E D CA R E RE P O R T P P M / M S O  N E W S

Here are some of the “special areas of OIG concern”
included in the draft compliance program for hos-
pice:

• Uninformed consent to elect the Medicare hospice benefit;
• Discriminatory admission; 
• Admitting patients to hospice who are not terminally ill; 
• Arrangement with another healthcare provider who

a hospice knows is submitting claims for services already
covered by the Medicare hospice benefit; 

• Under-utilization; 
• Falsified medical records or plans of care; 
• Untimely and/or forged physician certifications on

plans of care; 
• Inadequate or incomplete services rendered by the

Interdisciplinary Group; 
• Insufficient oversight of patients receiving more

than six consecutive months of hospice care; 
• Hospice incentives to actual or potential referral

sources (e.g., physicians, nursing homes, hospitals,
patients, etc.) that may violate the anti-kickback statute or
other similar federal or state statutes or regulations,
including improper arrangements with nursing homes; 

• Overlap in the services that a nursing home pro-
vides, which results in insufficient care provided by a hos-
pice to a nursing home resident; 

• Improper relinquishment of core services and pro-
fessional management responsibilities to nursing homes,
volunteers, and privately-paid professionals; 

• Providing hospice services in a nursing home before
a written agreement has been finalized, if required; 

• Billing for a higher level of services than was necessary;
• Knowingly billing for inadequate or substandard care;
• Inadequate justification in the medical record when

a patient revokes the Medicare hospice benefit; 
• Billing for hospice care provided by unqualified or

unlicensed clinical personnel; 
• False dating of amendments to medical records; 
• High pressure marketing of hospice care to ineligi-

ble beneficiaries; 
• Improper patient solicitation activities, such as

“patient charting;” 
• Inadequate management and oversight of subcon-

tracted services, which results in improper billing; and
• Sales commissions based upon length of stay. ■
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• The hiring of home health aides in Florida is loosely
regulated and poses substantial risks to the elderly and ill,
stated an editorial in the Sarasota Herald-Tribune.
Recently, a doctor who had lost his medical license in
Pennsylvania for Medicaid fraud still managed to get a job
as a home health aide in Florida and is now accused of
neglecting an elderly man. “Regardless of the outcome of
that case,” stated the editorial, “the Legislature should take
additional steps to prevent abuse. Florida should require
agencies to conduct nationwide background checks on
home health aides. Some agencies perform them voluntar-
ily, but they should be mandated.” As it stands now, agen-
cies have to check whether the applicants have criminal
histories only within the state.

• Americans may soon be able to deduct on their
income-tax return the premiums they pay for long term
care insurance. “Whoop-de-do,” wrote Scott Lara, director
of government affairs for the Home Care Association
of America (Jacksonville, FL) in a letter to the editor pub-
lished in the Washington Times. Lara believes
Republicans should say publicly that because of the
Balanced Budget Act of 1997, $48 billion was cut from
home healthcare. “Instead of giving a tax break to fami-
lies taking care of sick seniors, the Republican-led House
of Representatives should restore some funding to the
Medicare home health benefit, which is cheaper than
nursing home or hospital care and allows sick seniors to
remain in their homes.”

• During a public forum sponsored by the coalition
There’s No Place Like Home, Stephen Taylor was
touched by stories of disabled people struggling for home
care support. Taylor is the director of the Center on
Human Policy at Syracuse University. He wrote a column
about the forum, highlighting tales of Alzheimer’s patients
sent to nursing homes when they could be taken care of at
home. The families seeking home care do not take kindly to
bureaucratic run-around, Taylor wrote. New York spends
more than $5 billion a year for about 100,000 people in
nursing homes. “If we as citizens and taxpayers are willing
to spend our tax dollars to place people in nursing homes,”
Taylor wrote, “why can’t we make the same resources avail-
able to support people with disabilities and elderly persons
at home?”

• In a letter to the editor printed in the Washington
Post, Katherine Steven, an employee at a children’s hospital,
complained about the number of home care agencies clos-
ing due to the lack of payment for D.C. Medicaid clients.
This is happening when more healthcare occurs at home.
“Home care service is essential,” she wrote. “Without it,
families are unable to provide proper care for their chil-
dren. And without it, hospitalization stays and admissions

may increase, resulting in an increased burden to Medicaid
because hospitalization is a much greater expense than
home care.”

• An editorial in the Capital Times by Wisconsin
Homecare Organization President Russell King said that
the state needs to increase its Medicaid reimbursement
rates in order for the Family Care pilot expansion proposal
to work. The proposal which is in the state’s budget bill
needs a strong home healthcare network to succeed, but a
number of home health agencies have closed in Wisconsin,
King wrote. The agencies used to offset Medicaid losses
through Medicare, but with the federal government slash-
ing those benefits, it is no longer an option. And
Wisconsin’s Medicaid rates are the lowest of all surround-
ing states. The state contributes about $2.8 million, he
wrote. That is less “than the $3 million spent on a fish farm-
ing demonstration center” or “the $7 million spent on
grooming snowmobile trails.” ■

W H A T T H E Y ’ R E S AY I N G

• Frost & Sullivan’s (Mountain View, CA) recent
strategic market research, U.S. Oxygen Therapy Device
Markets, which evaluates the concentrators, liquid oxygen
systems, compressed gas systems, oxygen conservers,
and regulators industries, indicates a decline in revenues
throughout the 2005 forecast period for concentrators and
liquid oxygen systems. It also showed that conservers and
compressed gas systems revenues are expected to climb
slightly. U.S. Oxygen Therapy Device Markets found that
although short-term Medicare reimbursement cuts are hav-
ing a restraining impact on the present market, these cuts
might ultimately serve as a driving force for future market
growth. These markets are all characterized by intense
price competition between manufacturers, since the reim-
bursements have resulted in a focus on cost factors in the
end-user segments. As home care providers cut down on
the level of home health service they provide, fewer visits
to patients on home oxygen will be planned. Fewer visits to
the home might result in more hospitalization, increased
emergency visits, and more patients seeking care at physi-
cians’ offices.

• Holocaust survivors could receive free home health-
care coverage from European insurers that failed to pay
their claims during the Nazi regime. Florida Treasurer and
Insurance Commissioner Bill Nelson has proposed the idea,
which is being reviewed by the International
Commission on Holocaust Era Insurance Claims of
which Nelson is a member. The commission also includes
five European insurers who want to know how much the
plan will cost. Just in Florida, there are at least 5, 1 00
Holocaust survivors. ■

B R I E F L Y N O T E D



was 20,000 seniors, we wouldn’t do it. Nursing homes are
an unnecessary warehouse for many of our elderly. We
believe a higher level of care can be provided at a lower
cost.”

The annual Medicaid budget for the three plans is $22
million. The state initially offered the insurers 67% of nurs-
ing home expenses, but it had to raise that offer in order to
get the project started.

Out of the 130 elderly people enrolled in United
Healthcare’s plan, only a few have been placed in nursing
homes. State caseworkers intend to visit members of all
three plans to make sure they are people at risk of going
to a nursing home. The project is not for the healthy
senior trying to plan for the future, but for the truly frail.
Eligible members must also be enrolled in Medicare and
Medicaid.

Florida’s nursing home costs have risen from $543
million to more than $1. 3 billion over the last decade, and
the number of low-income, disabled elderly in the state
will grow 42.5% over the next decade, reported the
Journal. ■
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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. ■

from 777 in April 1998. SMG data also indicates that 362
home health agencies are located within or owned by a
hospital.

The study reported that the agencies are aligning
themselves with hospitals or health networks to counter
the effect of the interim payment system. 

One of the big advantages for home health agencies in
linking to a hospital is easy evaluation of the hospital
admissions and discharges, the study reported. Agencies
can use this information to decide what kind of services
and staff they should maintain in order to deliver cost-
effective care. 

“Because (agencies) know what services are needed,
patients that need more care don’t have to stay in the hos-
pital,” Demetris Anderson, project manager for the
extended care team at SMG, told HHBR. “The agencies know
who is leaving and who needs more care. They can also
save space for hospitals and save money on staff and on
services that are not needed.”

While Braff agrees with the reasoning of SMG’s
Anderson, he called the report “a very interesting finding.” 

“I will tell you what I thought the result would have
been if you hadn’t told me. I would have thought it
would have been the reverse of what the study found,”
he told HHBR. “I am not seeing that. In 1998 and prior to
that we never would have received phone calls or
requests from hospitals about them being interested in
divesting their home health agencies, but we are now

HHAs
Continued from Page 1

Pilot
Continued from Page 2

getting those. 
“Many hospitals are reevaluating if they want to be

in the home health business at all,” he said. “A good
number – I don’t want to say a majority, but a good num-
ber – of hospitals are saying, ‘We can’t do this. We don’t
want to do this – if we own any home health, we want to
divest it.’”

Agreeing with Anderson, Braff said that from an
agency’s standpoint, they would want to align because
they would want to increase their unduplicated census.   

“Also, by aligning with a hospital, I suspect the idea
is that they would have access to referrals, but home
health agencies were looking at that before,” Braff told
HHBR.

The agencies, he said, couldn’t get access to referrals
before because the hospitals then preferred to own them
instead of being aligned with them, he said. But now, agen-
cies are seeing the opportunity because hospitals don’t
want to own anymore. 

“The point is, I don’t think the strategy is any different,
but the opportunity is now there because hospitals don’t
want to own. Many hospitals are saying, ‘We’ll align, but we
don’t want to do it ourselves.’” ■
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John Breaux (D-LA) and Jesse Helms (R-NC). It provides a
four-category PPS system based on data from a 1997 study
conducted by the Kaiser Family Foundation on charac-
teristics of Medicare patients in need of Medicare covered
home health services.

According to Mack’s bill, patients would be placed in
one of the following four groups based on their medical
condition: post hospital, short-stay beneficiaries; medically
stable, long-stay beneficiaries; medically complex, long-
stay beneficiaries; or medically unstable and complex,
extremely high-use beneficiaries. Patients would be paid a
predetermined amount for a year’s services based on those
categories. Prepayments would be revised annually and
subject to budget guidelines.

Home care representatives soundly endorsed that pro-
vision. “This is the only legislative proposal introduced to
date that focuses on the final home health payment sys-
tem,” said Mara Benner, executive director of the Health
Services and Staffing Association (Washington).

However, industry representatives are hoping to refine
Mack’s proposal. “The Mack bill needs some tinkering,” said
American Federation of Home Care Providers
(Washington) Executive Director Ann Howard. “There has to
be some way of accounting for changes in a patient’s condi-
tion.” 

For example, if patients enter under Category I, but
then develop complications that would put them in
Category IV, there has to be a mechanism for switching
them to a higher category, Howard explained. “Otherwise,
you will have the same problem with home health agencies
unable to take care of the sickest patients and not having
the clinical resources they require.”

Coalition sets strategy

Meanwhile, the five national home care groups met in
Washington July 22 and settled on a strategy for the
remainder of the 106th Congress. While not explicitly
removing their support from any of the numerous home
care bills that have already been introduced in the House
and Senate, the coalition will push to have Mack’s PPS pro-
posal wrapped into a bill introduced by Sen. Jim Jeffords (R-
VT) about a week earlier or another bill introduced by Sens.
Kit Bond (R-MO) and Susan Collins (R-VT). Those two bills,
while not identical, would both eliminate the 15% across-
the-board cut in home health reimbursement and include
an outlier provision for high-cost, medically complex
patients. The five groups will hold a joint home care rally in
Washington Sept. 15 to lobby for these changes.

“Our goal initially was to have just one comprehensive
bill,” said the National Association for Home Care’s
(Washington) Jeff Kincheloe. But he said parochial concerns
in Congress made that impossible. “I can understand their
perspective,” he added. “Many members have different

issues that are important to their constituents, and they are
also reluctant to have everything included in one bill
because of the price tag it might be given.” 

That remains the major question mark, he added. “We
don’t know for certain how eliminating the 15% cut will be
scored by the Congressional Budget Office (CBO;
Washington),” said Kincheloe. “That is a huge variable.”
Even though the BBA cut three times the anticipated
amount, Kincheloe explained, those reductions are now
locked into CBO’s number crunching.

While elimination of the 15% cut is an otherwise
straightforward measure, the outlier policy is anything but.
In order to be effective, the outlier policy developed by
Congress must be “a nearly automatic process,” and there
has to be payment “outside the per-beneficiary limits,” said
Howard. “Basically, they have to figure out a way of restor-
ing the services that were going to medically complex
patients before the BBA was passed,” she said. “Just throw-
ing money at providers indiscriminately is not going to
solve the problem, and I sense there is a consensus that
that is where the problem lies.”

Howard said the outlier provision could target benefi-
ciaries that fall within one of the ten categories included in
the House bill sponsored by Reps. Tom Coburn (R-OK), Jim
McGovern (D-MA), and Robert Weygand (D-RI). But she
argued against any predetermined cap on that provision.
The Weygand bill would cap the restoration at $250 million.

One option, according to Howard, would be a certifica-
tion mechanism that demonstrates that without home
health services a patient will have to be institutionalized at
a greater cost to taxpayers. Agencies could then be reim-
bursed outside IPS, possibly on a per-visit rate up to 75% of
the cost of taking care of a patient in a nursing home in a
particular community. “There are ways of doing it so that it
is carefully targeted and the provider would get their pay-
ment concurrently instead of six months after filing a cost
report,” she added.

There are now a plethora of home care bills in both the
House and Senate, and exactly how those measures will be
combined and what such a bill might be attached to is still
an open question. “The situation is a little clearer in the
Senate because the Collins/Bond bill has the two most
important provisions in common with the Jeffords bill,”
noted one home care representative. Those two provisions
are an outlier policy and elimination of the 15% reduction.
“On the Senate side, our message is pretty simple — sup-
port both bills,” he said. “In the House, the situation is a lit-
tle murkier.” Last week, Reps. Bob Riley (R-AL) and Bob
Etheridge (D-NC) attempted to alleviate that problem when
they introduced Jeffords’ bill in the House.

According to the representative, the Senate Finance
Committee now says it will not include a so-called BBA cor-
rections bill as part of the tax reconciliation package.
Instead, that bill would have to be introduced as separate
legislation and reported out of the committee. ■

PPS
Continued from Page 1


