
GAO says Medicare program,
HCFA should be restructured
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – While Medicare is an inherently diffi-
cult program to manage regardless of how it is structured,
the General Accounting Office (GAO, Washington) con-
cluded earlier this month that there are key problems that
impair Medicare’s ability to operate more efficiently that
can be remedied.

For example, the GAO pointed out that there is no one
senior official in the Health Care Financing Admini-
stration (HCFA; Baltimore) that is responsible for manag-
ing Medicare. Rather, the HCFA Administrator is tasked
with overseeing Medicaid and other state programs as
well. In addition, continual changes in agency leadership
make it difficult to develop and implement a consistent
long-term vision, the GAO said.

By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – The Health Care Financing Admini-
stration (HCFA; Baltimore) last week issued a Federal
Register notice proposing to develop national standards to
help guide coverage decisions for the country’s more than
39 million Medicare beneficiaries.

Administrator Nancy-Ann DeParle said the process
HCFA is launching will help establish “the most open,
timely, and dependable system possible” for making
national Medicare coverage decisions.

According to DeParle, a coverage criteria rule will mark
the latest step in the agency’s ongoing efforts toward a
more understandable and predictable process for making
Medicare coverage decisions. Last year, the agency adopted
a new administrative process for coverage decisions and
created a Medicare Coverage Advisory Committee to inject
private sector expertise into the process.

The debate over national standards has been going on
since 1989 when the agency made a similar proposal that
was never implemented. The problem stems from the fact
that Medicare has never actually defined “reasonable and
necessary,” the standard required by law before expenses
incurred for an item or service can be covered. By and large,
there have never been any guidelines to help make that
determination.

HCFA has the authority to make national coverage deci-
sions, which are binding on all contractors and the admin-
istrative law judges who hear Medicare appeals in the
administrative process. But most coverage decisions are
made at the local level by carriers or fiscal intermediaries,
and these decisions are binding only in the local area cov-
ered by each contractor. 

Working within those parameters, Medicare coverage
decisions have been made on case-by-case interpreta-

Telemedicine bill could aid home
health providers, Jeffords says
By MATTHEW HAY
HHBR Washington Correspondent

WASHINGTON – Sen. Jim Jeffords (R-VT) has introduced
bipartisan legislation that would simplify federal regula-
tions for and enhance the delivery of telemedicine services
targeted at senior citizens living in rural areas. The legisla-
tion would amend Medicare rules to increase coverage of
the costs of telemedicine. Last year, Medicare only covered
6% of all telemedicine doctor-patient visits with senior citi-
zens and disabled persons.

Jeffords, the chairman of the Senate Health, Education,
Labor and Pensions Committee, introduced the Telehealth
Improvement and Modernization Act with Sen. John
Rockefeller (D-WV) and eleven other cosponsors on May 4.

The National Association for Home Care (NAHC;
Washington) quickly endorsed the bill and said it would
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tions. But DeParle said that experience has shown that a
standardized national definition of these criteria is needed
for more consistent and timely decision making and to
expand access to appropriate new technologies for
Medicare beneficiaries.

There are some providers and manufactures that advo-
cate national coverage criteria and others that do not,
according to a HCFA official. “There are some suppliers and
manufacturers that would rather approach these questions
on a state-by-state basis,” said the official. “But this is some-
thing that has needed to be addressed for years, and now
we are taking another shot at it.”

The official said that if implemented, this rule would
actually expand coverage by making quality of life a con-
sideration, as well as expediting coverage of breakthrough
products and services.

According to HCFA, added value would be measured in
several ways, such as substantially improving a health out-
come or providing access to a medically beneficial treat-
ment of a different type, such as medication instead of
surgery. Items or services that could be substituted for an
existing treatment at lower cost to the Medicare popula-
tion would also qualify.

In general, HCFA said, cost would not be considered in
making a coverage decision if a new item or service would
be medically beneficial and there is no Medicare-covered
alternative available. Cost also would not be a considera-
tion when a new item or service would be medically bene-
ficial and is a different clinical type than a Medicare-cov-
ered one. But cost limits could be applied for more expen-
sive items or services that did not have significant added
medical benefit to the patient.

According to HCFA, this marks the third step in a four-
step process. The first step was creation of a new adminis-
trative process for coverage decisions. That was followed
by the creation of the Medicare Coverage Advisory
Committee to add outside experts and the latest scientific
evidence to the process.

The final step will be the creation of service-specific
guidance documents to supplement the final criteria rule
that explain how the rules apply to specific services such
as diagnostic labs, radiology tests, surgical procedures,
and durable medical equipment.

The notice of intent is the first step in a rule-making
process. Public comments will be considered in the draft-
ing of proposed documents and rules. The public will then
have an additional opportunity to comment on the criteria
before they are made final. ■

Medicare
Continued from Page 1

• Home Care Services (Raymond, IL) and Cottage
Adult Day Service (Jacksonville, IL) will close their opera-
tions. About 90 people in the Raymond area and five in the
Jacksonville area will be affected, reported the State
Journal-Register of Springfield, IL. The organizations cited
finances as the reason for the closings. All of the people
affected are clients of the Illinois Department on
Aging's Community Care Program, which contracts with
places like Home Care Services and Cottage Adult Day
Service to serve its clients, the Journal-Register reported.
Kelly Cunningham, bureau chief of the department’s divi-
sion of long term care services, said last week that dis-
placed clients in Montgomery County will have more
options than the ones in Jacksonville. Montgomery County
has two other care providers under contract with the
agency into which the 92 clients will be absorbed, she told
the Journal-Register. 

• An in-home care program intended to keep seniors in
their homes has the added benefit of saving money for
Oklahoma, Department of Human Services (Oklahoma
City, OK) officials say. The Advantage waiver program
began as a pilot project in Tulsa, OK, in 1994, reported Tulsa
World. It is now available statewide for residents who meet
certain Medicaid criteria. The program provides home care
for 9,811 people across the state, Tulsa World reported. ■

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



Continental sees increase in FY99 revenues
Continental Home HealthCare (Glendale, CA)

reported FY99 ended Dec. 31 revenues of $19.4 million in
Canadian dollars, compared to $13.8 million in FY98. The
company posted a net income of $468,000, 4 cents per
share, up from a FY98 net income of $272,500, 4 cents
per share. 

President/CEO Robert Thortnton said the 40% increase
in annual revenues and the jump in net earnings was
attributable to the strong internal, rental, and sales growth
from existing operations, as well as revenues from newly
acquired entities. 

In other news, Continental’s U.S. operating company,
Continental Hospital Supply, has signed a preferred
provider contract with the Hotel Employees and
Restaurant Employees International Union Welfare
Fund (Las Vegas). Continental is one of two providers cho-
sen by the fund over numerous regional and national home
healthcare providers to supply healthcare equipment and
services exclusively to the fund’s 130,000 members, the
company said. The contract is valued at more than $1 mil-
lion annually.

Continental’s previously attained preferred provider
contracts have resulted in significant revenue growth for
the company, and this recent agreement is expected to pro-
duce similar results by substantially expanding revenue
and earnings within Continental's Las Vegas branch, the
company said. 

Gentiva completes first financial reporting period
Gentiva Health Services (Melville, NY) posted a 5%

increase in revenues in 1 Q00, its first quarter of financial
reporting since the company’s split off from its former par-
ent company, Olsten Corp. (Melville, NY). The company
recorded 1 Q00 revenues of $385 milion, compared to $368
million in 1 Q99. 

Gentiva posted a net loss, however, in 1 Q00 of $1.9 mil-
lion, 9 cents per share, an improvement over the loss it
reported in 1 Q99 of $12.8 million, 63 cents per share. 

The company said the increased revenues were fueled
by growth in its specialty pharmaceutical and staffing busi-
nesses, which in 1 Q00 grew 8% and 20%, respectively, over
1 Q99. 

During 1 Q00, the company entered into new con-
tracts with managed care organizations, including a
renewal of its national contract with Cigna
Healthcare. The company also made final an agree-
ment with Kaiser Permanente to provide home health
nursing care to members in Kansas City on a case rate
basis and infusion therapy services on a fee-for-service
basis. 
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Help At Home sees 25% jump in 3Q00 revenues

Help At Home (Chicago) reported 3Q00 ended March
31 revenues of $8.6 million, an increase of 25% over 3Q99
revenues of $6.9 million. The company posted a net in-
come of $362,000, 19 cents per share, compared to a 3Q99
net income of $1 3 1,000, 7 cents per share. 

NYC awarded contract from city hospital system
New York Health Care (NYC; Brooklyn, NY) was

awarded a two-year contract from the New York City
Health and Hospitals Corp. (HHC) to provide a range of
home care personnel and services to patients of the hospi-
tal system. 

Remuneration under this contract or other companies
that were awarded similar contracts cannot be predeter-
mined, said NYC. The value to the company will be based
on HHC’s requirements and the use of NYC to fill those
requirements. But, the company said, in its request for
proposals, HHC’s home health services division projected
that it will schedule more than 300,000 home health vis-
its in the boroughs of the Bronx, Manhattan, and Queens
in FY0 1.

Star completes purchase of USHC operations
Star Multi Care Services (Huntington Station, NY)

has completed the acquisition of the Pennsylvania opera-
tions of U.S. HomeCare (USHC; Hartsdale, NY). Star pro-
jects that the operations in Philadelphia, Pittsburgh, and
Lancaster will contribute in excess of $5 million in annual
sales. 

The projected sales growth is greater than Star
originally anticipated due to the award of additional
state contracts. In addition, the profit margins for the
operations will be greater than first projected due to
recent increases in the Pennsylvania Medicaid billing
rates, Star said. 

USHC said in March that it was shutting down and
would sell off its assets, for which its agent bank, Chase
Manhattan, became responsible. ■

• Republican presidential candidate George W. Bush
has unveiled a $7.4 billion plan for what he calls peace of
mind insurance against long term care costs. Bush’s plan
allows all taxpayers to deduct the cost of premiums for
the relevant insurance and provides an additional per-
sonal tax exemption of $2,750 for each patient cared for
at home, according to a Reuters report. Aides to the can-
didate estimated that the tax deduction component
would cost $5.1 billion over five years and that the tax
exemption would cost $2.3 billion over the same period,
Reuters reported. ■

WA S H I N G T O N U P D A T E



give home health providers the flexibility to provide cost-
effective and quality home care visits within the prospec-
tive payment system. 

“By better utilizing high technology, we should not
only be able to increase the quality of healthcare, but also
increase efficiency and see cost savings,” Jeffords said. He
noted that more than 25% of the nation’s senior citizens
live in rural America and said his legislation streamlines
federal regulations to help better utilize telemedicine pro-
grams. 

Jeffords’ bill also eliminates several current provider
requirements and clarifies current law to permit telehome-
care visits under the home health PPS. He said telehome-
care should not be prohibited. “Where home health
providers are paid on a prospective basis, nothing prevents
them from incorporating telehomecare where appropriate
into their care plans,” said Jeffords.

He said that part of the problem in getting greater cov-
erage for beneficiaries is that the Health Care Financing
Administration (HCFA; Baltimore) has misinterpreted fed-
eral laws and imposed cumbersome rules. 

According to the NAHC,  Jeffords’ bill also mandates
that a telehomecare visit for a low utilization payment
adjustment, outlier payment, or therapy service cannot be
used as a substitute for in-person visits for purposes of
establishing coverage and payment under PPS.

The bill would also allow limited reimbursement for
referring clinics to recover the cost of their services and
allow all providers eligible for HCFA to receive reimburse-
ment for services delivered via telemedicine. ■

• WellMed (Portland, OR) announced last week a
strategic partnership with WellPoint Health Networks
(Thousand Oaks, CA). Under the partnership, WellPoint’s
California subsidiary, Blue Cross of California, will
provide WellMed’s on-line health risk profiles to its Check
Up Center members through its Web site, which is
www.bluecrossca.com. The Check Up Center Program pri-
marily provides preventative care services to individual,
family, and small group members in the PPO plan, said
WellMed. ■
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MANAGED CARE REPORT
Bill
Continued from Page 1

• The American Association for Homecare (Alex-
andria, VA) will hold its inaugural annual Washington
conference June 14 - 15 . For more information, call (703)
836-6263. 

• The Home Care Association of America
(Jacksonville, FL) will hold its PPS, OASIS & Diversification
Strategy Conference & Home Care Trade Show July 30-
Aug. 1 in Biloxi, MS. To register, call (800) 386-4222.

• The ninth annual meeting of the National Assoc-
iation of Pediatric Home and Community Care is
scheduled for 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,
call (508) 856-6743.

• The National Association for Home Care’s
(NAHC; Washington) 19th annual meeting and Home-
careExpo is Sept. 23-27 in New Orleans. For more informa-
tion, call (202) 547-7424. ■

C A L E N D A R

“Frequent changes in HCFA leadership have inhibited
the implementation of long-term Medicare initiatives or the
pursuit of a consistent management strategy,” said the
GAO. As a practical matter, the GAO points out that the
maximum term of a HCFA administrator is only as long as
the president who appointed them. However, in the 23
years since HCFA’s inception, there have been 17 adminis-
trators or acting administrators whose tenure has been lit-
tle more than a year.

The GAO also pointed out that constraints on HCFA’s
ability to acquire appropriate resources and expertise limit
the agency’s capacity to modernize Medicare’s existing
operations and carry out the program’s growing responsi-
bilities.

“Relative to the size of private health insurers and their
administrative budgets, HCFA runs Medicare on a shoestring,”
the GAO said. “Too great a mismatch between the agency’s
administrative capacity and its designated mandate could
leave HCFA unprepared to handle Medicare’s future popula-
tion growth and medical technology advances.”

The GAO also noted that Congress recently added an
array of new tasks to HCFA’s existing responsibilities
through the Balanced Budget Act of 1997 (BBA), which
tasked HCFA with implementing 335 provisions, as well as
the Balanced Budget Refinement Act of 1999 (BBRA), which
added another 133 provisions.

The GAO added that HCFA was overwhelmed by the
range of new options afforded Medicare beneficiaries
including health maintenance organizations, preferred
provider organizations, private fee-for-service plans, and
medical savings accounts.

The GAO said that several recent Medicare reform pro-
posals, such as Breaux-Frist, recognize that HCFA must be
modernized in order to meet the financing challenges
brought about by an aging population and increasingly
expensive medical technology. But the GAO concluded that
no single proposal offers a complete solution. ■

GAO
Continued from Page 1


