
HHS to promote self-disclosure
in lieu of CIAs
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – In what appears to be an effort to pro-
mote self-disclosure among healthcare providers and tame
the growing number and complexity of corporate integrity
agreements (CIA), the Department of Health and
Human Services’ (HHS; Washington) Office of
Inspector General (OIG) announced last week that the
size and scope of CIAs will be scaled back in lieu of exist-
ing compliance programs in instances where the OIG
deems it appropriate.

This shift in focus was revealed in a March 9 open letter
from HHS Inspector General June Gibbs Brown and marks
significant movement away from the increasing scope CIAs
had started to assume. To date, more than 400 healthcare
providers have entered into CIAs, and their expanding
requirements had begun to raise the ire of providers.

HCFA announces second com-
petitive bidding site
By MATTHEW HAY
HHBR Washington Correspondent

BALTIMORE – The Health Care Financing
Administration (HCFA; Baltimore) announced last
week that the second competitive bidding demonstra-
tion for durable medical equipment prosthetics
orthotics and supplies (DMEPOS) will be launched Jan. 1,
2001, in San Antonio, TX. The agency’s announcement
claims that the overall savings average for five products
included in the first demonstration in Polk County, FL,
launched in October 1999, was 17 % and as high as 30%
for some products.

The San Antonio demonstration will be the second of
three authorized by the Balanced Budget Act of 1997 (BBA).
HCFA’s announcement was made despite pleas by the
newly-formed American Association for Homecare

HHS says FY99 Medicare error
rate held steady from last year
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – Department of Health and Human
Services (HHS; Washington) Inspector General June Gibbs
Brown told a Senate Appropriations subcommittee last
week that the Medicare fee-for-service error rate held vir-
tually steady at 7.97% last year, compared to 7.13 % in 1998.

According to Brown, HHS’ detailed medical and audit
review of a statistical selection of 600 beneficiaries nation-
wide, with 5,223 fee-for-service claims processed for pay-
ment during FY99, found that 1, 034 claims did not comply
with Medicare laws and regulations.

By projecting these sample results, HHS estimated that
FY99 net payment errors totaled about $1 3.5 billion nation-
wide – roughly 7.97% – of total Medicare fee-for-service
benefit payments. Brown championed the fact that the
steep reduction in the error rate from 1996 and 1997 had
been maintained.

According to Brown, unsupported services repre-
sented the largest error category every year except FY98,
when they dropped dramatically. However, last year that
category witnessed an estimated $3.4 billion increase over
the year before.

Last year’s estimated $5.5 billion in unsupported ser-
vices consisted of $4.5 billion in claims for which medical
review staff found that the documentation was insufficient
to support the billed services and $1 billion in claims for
which no documentation was provided. According to
Brown, these errors were largely attributable to home
health agencies ($1. 7 billion), durable medical equipment
suppliers ($1. 6 billion), and physicians ($1.1 billion). 

She told the subcommittee that payment errors could
range from inadvertent mistakes to outright fraud and
abuse, such as phony records or kickbacks. 

“We cannot quantify what portion of the error rate is
attributable to fraud,” she said.

But the House Ways and Means Committee had a consid-
erably different take on these data. “This report highlights
what we have been saying all along,” asserted House Ways
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Notably, the OIG reported that more than 70 healthcare
professionals have now self-disclosed potentially abusive
conduct. While still a modest number, that total does mark
a notable uptake in the number of self-disclosures since
Brown expanded the program two years ago, the OIG
reported.

OIG Associate Inspector for Legal Affairs Lew Morris
emphasized that providers must have an effective compli-
ance plan in place and must self-disclose the potential
problem.

“If the self-disclosing provider has demonstrated that
its compliance program is effective and agrees to maintain
its compliance program as part of the False Claims Act set-
tlement, the OIG said it may not even require a CIA,” said
Brown. “In those cases, where in our judgment it is neces-
sary to require the self-disclosing provider to enter into a
CIA, the provider may need to make only limited changes
to its existing policies and procedures to meet most of the
requirements of the CIA.”

Briefing reporters at the Health Care Compliance
Association’s (Philadelphia) conference in Washington
last week, Morris said the OIG wants effective CIAs that
don’t “break the bank” and that appropriate compliance
efforts on the part of suppliers should be credit “that turns
into dollars.”

Morris also defended the OIG’s current posture con-
cerning self-disclosure in relation to whistle blowers. He
said whistle blowers are free to come forward even when
negotiations between providers and the government are
under way, as long as there has been no public disclosure
of the facts brought by the whistle blower.

“At present, there is no inconsistency,” he argued. But
he also noted a growing body of case law over what con-
stitutes “original source material” brought by whistle
blowers.

When False Claims Act liability results from such a dis-
closure, the OIG said, it will now be more flexible in con-
sidering the terms of a CIA in light of the demonstrated
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CIAs
Continued from Page 1

effectiveness of the provider’s compliance program. 
“In general, we grant more deference to the existing

compliance measures of a self-disclosing provider, even if
those measures differ from what we might otherwise
require in a CIA,” stated Brown.

In cases where the provider’s own audits detected the
disclosed problem, the OIG also reported, it might consider
alternatives to the CIA’s auditing provisions and permit a
self-disclosing provider to perform some or all of the
billing audits through its internal auditors rather than
require the retention of an independent review organiza-
tion for each year of the CIA.

In addition, the OIG said, it may narrow the scope and
focus of the claims review to the areas found out of com-
pliance or allow alternate audit methodologies in lieu of
the statistical sampling methodology that is generally
required. 

In addition to the audit provisions, the OIG said, many
providers entering into CIAs express concern about the
OIG’s exclusion authority when it determines the provider
has materially breached the terms of the CIA. The OIG
defended this practice, but said it will forego the exclusion
remedy if the provider has made an appropriate self-disclo-
sure and has demonstrated sufficient trustworthiness. ■

• Birman Managed Care (Cookeville, TN) reported a
2Q00 net loss of $845,793, 31 cents per share, compared
to a 2Q99 net loss of $298,821, 22 cents per share. The
company posted 2Q00 revenues of $751, 044, down from
2Q99 revenues of $1.9 million. In its previous financial
statement, Birman said, it anticipated lower operating
losses in 1 Q00 and 2Q00, as revenue is realized from the
additional contracts from the investment made in retaining
and refocusing marketing personnel for QMP; and selling,
general, and administrative costs decreased due to steps
taken by Birman in 1 Q99 and 3Q99 to reduce overhead. ■

P P M / M S O  N E W S
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Byram acquires Peiser’s
Byram Healthcare Centers (Greenwich, CT) has

acquired Peiser’s (Chicago), a privately held medical sup-
ply provider. Byram, with revenues of more than $50 mil-
lion, has now completed four acquisitions over the last
twelve months, the company said. 

Peiser’s, with annual revenues of $12 million, provides
disposable medical supplies to home care patients. 

Chemed increases stock repurchase program
Chemed’s (Cincinnati) board of directors has autho-

rized an increase of $10 million for its stock repurchase
program under which the company purchases Chemed
shares in unsolicited, open-market transactions. 

Coram trading on NASD’s OTC market 
Coram’s (Denver) stock, effective last week, is trading

on the National Association of Securities Dealers’ over-the-
counter market under the symbol CRHE. The company’s
former symbol was CRH, Coram said. The company added
that it expects to be listed on the OTC Bulletin Board within
the next few days. 

As Coram previously announced, its stock was sus-
pended from the New York Stock Exchange because the
company does not comply with its requirements of at least
$50 million in stockholders’ equity, $50 million in market
capitalization, and a stock price of $1. 

Respironics adds to sleep therapy products
Respironics (Pittsburgh) incorporated its new Encore

SmartCard with a Functional Outcomes of Sleep
Questionnaire (FOSQ) into its next generation sleep ther-
apy CPAP and Smart CPAP systems. The Encore SmartCard
is about the size of a credit card, the company said. When
inserted into the side of Respironics’ sleep therapy sys-
tems, the Aria LX and Virtuoso LX, the SmartCard will
record the patient’s therapeutic patterns of usage and the
patient’s responses to a questionnaire that helps access
the effectiveness of their therapy. 

Simione stockholders approve MCS merger
Simione Central Holdings (Atlanta) has received

approval from its stockholders for and has closed on the
merger with MCS, formerly a wholly owned subsidiary of
Mestek. MCS was spun off to Mestek’s stockholders and,
following approval of the merger, was merged with and
into Simone, the company said last week. 

Upon closing of the merger, an additional $2 million
was contributed to Simione by Mestek, and two short-term
loans were canceled in return for newly issued series B pre-
ferred stock of Simione with voting rights, following a just-

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

• WellPoint Health Networks (Thousand Oaks, CA)
said last week that on Feb. 24 the company, along with ING
America Insurance Holdings, sent a letter to Aetna in
which WellPoint and ING expressed a desire to initiate dis-
cussions regarding a potential acquisition of Aetna.
WellPoint and ING’s letter was based upon publicly avail-
able information and was subject to the satisfactory com-
pletion of appropriate due diligence. Aetna has indicated
that its board would review the letter in due course. In
other news, WellPoint completed the acquisition of Rush
Prudential Health Plans of Illinois (Chicago). The
transaction is valued at $200 million. Rush was co-owned
by Rush-Presbyterian-St. Luke’s Medical Center and
The Prudential Insurance Company of America. With
completion of the acquisition, WellPoint more than doubles
its current Illinois medical membership to nearly 600,000
members. 

• Retired employees of Blue Cross and Blue Shield
of Western New York (BCBSWNY; Buffalo, NY) say the
health insurer has broken a promise to continue their top-
of-the-line medical coverage. The former workers can join
an HMO and still pay little out of pocket, following the com-
pany’s decision to make big changes in its retirement health
benefits, reported the Buffalo News. But some of the com-
pany’s retirees worry that it will cost them to as much as
$4,300 a year to maintain traditional fee-for-service health
insurance. And others complain that managed care could
place limits on their medical treatment, the Buffalo News
reported. Several dozen of the company’s 450 retirees have
joined together to explore possible legal action against
BCBSWNY. Former workers have also complained to state
Attorney General Eliot Spitzer, the Buffalo News reported. ■

M A N A G E D C A R E

• Lincare Holdings (Clearwater, FL) elected Frank
Byrne to its board of directors. Byrne is the president of
Parkview Hospital (Fort Wayne, IN). ■

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

approved reverse stock split, equivalent to 2.2 million
shares and a warrant for 400,000 post-split shares.  

The proposal to allow the Simione board to effect the
reverse stock split was just approved by Simione’s board.
The split, one-for-five of its common stock, was effective
March 7, Simione said. 

The MCS merger agreement provides for the expan-
sion of the Simione board to 12 members and the appoint-
ment of six new directors designated by the MCS stock-
holders. ■



and Means Committee Health Subcommittee Chairman Rep.
Bill Thomas (R-CA), “(which is) that the Clinton Administration
has failed to instill discipline to the Medicare program.”

Ways and Means pointed out that 8% of total Medicare pay-
ments represents $13.5 billion. “This is what happens with a
government-run healthcare program – more waste, fraud, and
abuse,” said Ways and Means Chairman Bill Archer (R-TX). He said
it also casts doubt of Medicare’s ability to manage the adminis-
tration’s proposed $200 billion prescription drug benefit.

Meanwhile, HCFA plans to use the four durable medical
equipment regional carriers (DMERC) to launch a new com-
prehensive error-rate testing program that will establish
baselines to measure each contractor’s progress toward
correctly processing and paying the nearly 1 billion
Medicare claims filed each year.

Medicare will use the results to target efforts to prop-
erly pay for services provided to its nearly 40 million ben-
eficiaries. HCFA will launch its error-rate initiative this sum-
mer by determining error rates for the DMERCs, which pro-
cess nearly 50 million claims each year. Within a year, the
agency expects to perform similar evaluations for all its
claims-processing contractors.

HCFA will assign the work this spring to one of 13 spe-
cial contractors selected last year under new authority
obtained in the Health Insurance Portability and
Accountability Act of 1996.

For each contractor, Medicare will conduct reviews for
a statistically valid sample of claims to determine whether
healthcare providers were underpaid or overpaid for the
sampled claims. According to HCFA, the results will reflect
not only the contractor’s performance, but also the billing
practices of the healthcare providers in their region.

The results will lead to a contractor-specific error rate
that Medicare will track. Contractors would develop targeted
corrective action plans to reduce payment errors through
provider education, claims review, and other activities.

The comprehensive error rates are the latest step in the
agency’s ongoing efforts to ensure effective management
of these private contractors. HCFA began a new initiative to
strengthen its oversight of contractors in 1998, including a
new high-level position to coordinate contractor oversight
nationally, filled by a physician with experience fighting
fraud, waste, and abuse; a new national contractor perfor-
mance evaluation strategy to ensure consistency and to
focus on key contractors and high-risk areas; national
teams to evaluate contractors’ fraud and abuse efforts and
other key functions using standardized reporting and eval-
uation protocols; and the development of additional, mea-
surable standards, which will allow for more targeted
reviews of specific areas of contractor performance.

The agency is also amending its contracts with these
companies to ensure that they have plans to correct any
financial-management issues. ■
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Congress
Continued from Page 1

• A state Senate committee in Wisconsin will vote soon
on increasing funding for a program that helps elderly peo-
ple stay in their homes, but Sen. Rodney Moen (Whitehall)
said he doesn’t think the measure will win approval in the
assembly. Without the Legislature’s approval, Moen told
the Associated Press, there will be less funding for the pro-
gram, which is in need of more money. Besides forcing
some people to leave their homes, Moen said, inadequate
funding leaves others without home assistance. 

• Sentara Home Care Services (Suffolk, VA), a new
home healthcare services provider, has opened. Residents
of Suffolk, Portsmouth, Smithfield, Franklin, Surry, and
Southampton and Isle of Wight counties can receive visits
from nurses and other medical professionals through the
new branch, reported the Virginian-Pilot and Ledger-Star
of Norfolk, VA. Thirty home health staff members and 35
private-duty professionals are available.

• Gateway Health Enterprises (Martinsburg, VA), a
sister company of Martinburg’s City Hospital, is going
retail. Company officials told the State Journal that by
April, Gateway Home Care will be providing home medi-
cal equipment and supplies to Eastern Panhandle patients
from its storefront location in downtown Martinsburg.
Gateway Health, a subsidiary of Gateway Regional
Health System, has joined Valley Home Care, an affili-
ate of Valley Health System (Winchester, VA), to make
Gateway Home Care possible, the Journal reported. The
store will also offer equipment and supplies for medical
professionals. 

• A new pharmacy serving the home health needs of
Spanish-speaking patients has opened in Ontario, CA. CPS
National plans to provide a full range of drugs and dis-
posable supplies, such as wound care and respiratory
items, reported the Business Press of Ontario, CA. The com-
pany also offers durable medical equipment. 

• Families and advocates have been working with
Louisiana policy makers since 1991 pursuing the adoption
of the Tax Equity Fiscal Responsibility Act for children
with developmental disabilities under the age of 19 to
receive care at home. But the funding has been canceled,
re-implemented, and canceled again in December,
reported the New Orleans Times-Picayune. And it seems
the Legislature is again going to balance Louisiana’s bud-
get on the backs of the most needy, the Times-Picayune
reported. 

• Canadian Health Minister Allan Rock has proposed an
expanded national home care program in a letter to offi-
cials in the nation’s top 10 provinces. Rock cited over-
crowding in Canada’s hospitals in the past year as one rea-
son to expand the nation’s home care program, according
to Reuters. ■

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



• The Illinois Home Care Council’s (Chicago)
2000 annual conference and exposition will be March
29-31 in Oak Brook Terrace, IL. More than 300 providers
and exhibitors are expected to attend. For information,
call (312) 335-9922.

• The 2nd World Congress on Home Care is May 7-10
in Vienna, Austria. The conference, Home Care – Bridge
to the 21 st Century, is sponsored by the World
Homecare and Hospice Organization and the
European Association of Care and Help at Home.
For more information, go to www.blaguss.at\icos\home-
care.html. 

• The National Association for Home Care's
(NAHC; Washington) 2000 policy conference is April 2-5 in
Washington. Also, NAHC's 19 th annual meeting and
HomecareExpo is Sept. 23-27 in New Orleans. For more
information, call (202) 547-7424.

• Medtrade Europe, the trade event in Europe that
focuses exclusively on the home care market, has been
postponed to 2001. The conference was scheduled for April
12 - 14 , 2000. For more information on Medtrade Europe,
call (800) 241 -9034.

• Medtrade's Medtrade West is May 3-6 in Las Vegas. At
the meeting, new products in the home medical equipment
arena will be introduced. For more information, call (800)
241 -9034, or visit Medtrade's Web site, which can be found
at www.medtrade.com. 

• The 15th annual Northeast Healthcare
Conference and Exposition is May 10 - 1 1 in
Mashantucket, CT. The conference is sponsored by
Healthcare Review and brings together the entire
healthcare delivery system. Admission to the expo
and conference programs is free. For more informa-
tion, call (800) 243-9774. 

• The home care associations in Louisiana, New
Mexico, Oklahoma, and Texas are offering the Southwest
Regional Home Care Conference and Exhibition 2000 May
10 -12 in Dallas. The conference will offer an exhibition hall
and educational workshops. For more information, call
(800) 880-8893. 

• The California Association for Health
Services at Home's (Sacramento) 2000 annual confer-
ence is May 17 -1 9 in Pasadena. For more information, call
(916 ) 554-61 1 7.

• The 9th annual meeting for the National
Association of Pediatric Home and Community Care
is Oct. 5-6 in New Orleans. The conference is being co-
sponsored by the University of Massachusetts Medical
School. For more information on the conference, Children
With Special Health Care Needs: Look Who Grew Up . . .
Patients, Families and Providers, call (508) 856-6743. ■
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C A L E N D A R
(AAH; Alexandria, VA) and others to examine the impact of
the Polk County demonstration on beneficiary satisfaction
and health outcomes prior to implementing any more
demonstrations. 

According to AAH, the Polk County demonstration has
created numerous problems. In addition, one of the win-
ning bidders has already filed Chapter 13 , creating confu-
sion among Medicare beneficiaries.

The San Antonio demonstration will operate in Bexar,
Comal, and Guadalupe counties and will include oxygen
supplies, hospital beds, manual wheelchairs, non-cus-
tomized orthotic devices (including off-the-shelf items
such as braces and splints), and albuterol sulfate and other
nebulizer inhalers.

In its announcement, HCFA claims that Medicare
allowances for some of these items, such as albuterol sul-
fate, were found by Office of Inspector General
(Washington) studies to be three times supplier’s acquisi-
tion costs. It added that the drug can be purchased through
mail-order and retail pharmacies for substantially less than
what Medicare pays.

The agency also claims that private insurers paid at
least 14 % less than Medicare for semi-electric hospital
beds.

The Clinton Administration has repeatedly sought
an expanded competitive bidding authority, the last
request coming as part of the administration’s FY01
budget. ■

Competitive bidding
Continued from Page 1

Coram reports increase in 4Q99,
FY99 revenues, but sees losses 
An HHBR Staff Report

Coram Healthcare (Denver) saw an increase in its
revenues in FY99 ended Dec. 31 to $521.2 million from rev-
enues of $464.9 million in FY98. The company posted a
net loss in FY99 of $114.8 million, $2.32 per share, com-
pared to a FY98 net loss of $21.7 million, 44 cents per
share. 

Coram said its 4Q99 revenues totaled $134.3 mil-
lion, unchanged from 4Q98 revenues. The company
recorded a net loss in 4Q99 of $61.2 million, $1.24 per
share, down from a 4Q98 net income of $800,000, 2
cents per share. 

The FY99 net loss, Coram said, includes $79.3 million,
$1. 60 per share, in losses for the ongoing bankruptcy and
liquidation of the company’s Resource Network subsidiari-
ies, reserves for litigation, and various other balance sheet
charges, including restructuring charges of $5.8 million
and impaired assets of $9.1 million. In addition, 4Q99
charges of $5.5 million included $17.6 million related to
Resource Network’s bankruptcy, Coram said. ■


