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(1)

PRESCRIPTION FOR FRAUD: CONSULTANTS
SELLING DOCTORS BAD BILLING ADVICE

WEDNESDAY, JUNE 27, 2001

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The hearing was convened, pursuant to notice, at 10:03 a.m.,

Hon. Max Baucus (chairman of the committee) presiding.
Also present: Senator Grassley.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. Good morning, everybody. The hearing will come
to order. Today, the American people will hear some startling
news. They will hear that they may be getting cheated, cheated by
consultants who teach health care providers to take unfair advan-
tage of the Medicare system. As a result, taxpayers are losing bil-
lions and elderly patients are getting inadequate treatment. As I
said, startling news.

Let us put it in perspective. The vast majority of health care con-
sultants provide a valuable and constructive service. They help our
health care system run better. This hearing is not intended to un-
dermine their contributions or reputations. As is too often the case,
there may be some bad apples. That is what this hearing is about,
focusing on those bad apples and hopefully finding some construc-
tive lessons and conclusions therefrom.

The Office of Special Investigations of the U.S. General Account-
ing Office will take us behind the closed doors of two private health
care consulting seminars. We will hear what is being said by these
consultants and how they are instructing providers to ‘‘game the
system.’’ This is the first time, in my recollection, that this has
been done.

I want to commend my good friend and colleague, Senator Grass-
ley, for initiating this important investigation. Senator Grassley is
a tireless crusader against waste, fraud, and abuse. His investiga-
tions into the Defense Department uncovered $400 hammers and
$7,000 coffee makers. Senator Grassley requested the GAO inves-
tigation last year when he was Chairman of the Committee on
Aging. He brought this project with him when he became Chair-
man of the Finance Committee. In a moment, Senator Grassley will
provide additional details on the results of this investigation.

I want to thank him for drawing the committee’s attention to
this serious problem. The committee has a responsibility to conduct
oversight of the programs within its jurisdiction, and we will con-
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tinue to work together to do just that. There is no partisanship
when it comes to eliminating waste, fraud, and abuse in govern-
ment programs.

I want to conclude my remarks by making a couple of comments
on today’s hearing. First, the success of the Medicare program is
dependent in large part upon the ability of health care providers
to offer quality, efficient services to beneficiaries.

The Senate Finance Committee is committed to making common-
sense adjustments to the program in order to improve communica-
tion among elements of the Medicare delivery system and reduce
the regulatory burden facing providers. The end goal is to free pro-
viders to practice medicine and enhance and maintain the health
of Medicare beneficiaries.

In this regard, I am concerned about the pending legislation that
might inadvertently make it more difficult for the Federal Govern-
ment to maintain the integrity of Medicare trust funds. I am work-
ing with Senator Grassley to improve the legislation by finding the
right balance between, on the one hand, protecting health care pro-
viders who are just trying to do their jobs and, on the other, pro-
tecting the fiscal integrity of the Medicare trust funds.

Finally, this hearing is not just about consultants. It is also
about the dignity of patients. It is about subjecting patients to tests
that are not medically necessary. It is about treating patients dif-
ferently, depending upon the level of reimbursement by their insur-
ance provider. Just as every patient deserves a bill of rights, every
patient deserves the right to be billed fairly and not bilked by un-
scrupulous consultants that advise doctors to put profit ahead of
their patients’ health care needs.

Again, I want to thank Senator Grassley for his leadership in
highlighting this issue and I look forward to hearing from today’s
witnesses.

Because the GAO report was done at Senator Grassley’s request,
I am also going to ask him to manage today’s hearing, to introduce
our witnesses, and to lead off with the questioning.

I will turn to my colleague and friend, Senator Grassley.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA

Senator GRASSLEY. Well, thank you very much. The Chairman
has, first of all, given us this opportunity to have this hearing, and
I thank him very much for doing that. Second, he himself has made
a very strong statement about the issues that face us, about what
we can do legislatively about it, and also he has talked about the
cooperation that he and I have had over a long period of time. So
obviously, I want to thank him for the continuation of that coopera-
tion by having this hearing.

Obviously, we thank our witnesses who are taking time out of
their busy schedules to testify. Their testimony today will assist
the committee greatly in determining how best to address the mat-
ters that are raised.

The Centers for Medicare and Medicaid Services, which we call
CMS, provide health insurance coverage for millions of Americans.
Countless older, as well as low-income Americans depend on the
benefits of Medicare and Medicaid for their good, sound health.
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With this in mind, then any fraud, waste, and abuse directed at
these programs cannot be tolerated. Therefore, Mr. Chairman, you
can understand how concerned I was when allegations were
brought to my attention several months back, regarding health
care consultants teaching providers how to defraud vital govern-
ment programs.

Upon receiving these allegations, I, of course, like I so often do,
turned to the General Accounting Office for help and their inves-
tigation and particularly to the Office of Special Investigations,
simply known as OSI. I asked OSI to look at the nature of the
training being offered by consulting firms to physicians who bill
Medicare and Medicaid.

Today, the General Accounting Office is releasing a report of
these findings. In brief, as part of an undercover operation, agents
at OSI attended seminars and workshops given by health care con-
sultants. What they found is astonishing.

Consultants were teaching providers how to upcode, circumvent
compliance regulations, in certain instances even discriminate
against patients with lower-paying insurance. Providers were being
shown how to bill for services never rendered, how to keep overpay-
ments that should be returned to the Medicare trust fund, and how
to create separate plans of treatment based on insurance reim-
bursement levels for patients with the same diagnosis.

The Department of Health and Human Services, Office of the In-
spector General has also been doing work in the area of health care
consulting. They have seen large providers being taught how to
unbundle payments and how to regularly upcode a large volume of
common illnesses, such as pneumonia.

The promotion of fraud, abuse, and discrimination in any form
is unacceptable and must come to an end. Let me add at this point
that there are many consultants who provide sound and proper ad-
vice. I am sure a majority of health care consultants are always op-
erating within the law and with extreme integrity.

The problem is, there is no way to know how many consultants
are providing advice. There is no mandatory accreditation or certifi-
cation of health care consultants. Anyone can put out a shingle and
call themselves a health care consultant. It is the less-than-scru-
pulous consultants who are the subject of this hearing.

I am pleased to be able to introduce the witnesses and to say
that I hope with today’s hearing, we can send a very loud message
and a clear message to health care consultants who advocate fraud
that this behavior is unethical, it can be illegal, and it is certainly
intolerable. If you are a bad actor, see the light and clean up your
act and know that you are at risk of getting caught and prosecuted
if you do otherwise.

Our witnesses for today’s hearing will be on one panel. They are
already at the table.

Thank you for coming.
We have Mr. Robert Hast, Director of Investigations, Office of

Special Investigations. And obviously, I give him a special thank
you and the General Accounting Office a special thank you. We
have Mr. William D. Hamel, Assistant Director of Investigations,
Office of Special Investigations. Then, we have Dr. Kathryn
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Locatell, a private practitioner from Sacramento, California, who
worked with the OSI in this investigation.

We thank you for coming a long distance.
We have Dr. Marjorie Kanof, Deputy Director for Payment Pol-

icy, Centers for Medicare and Medicaid Services. And finally, we
have Lewis Morris, Assistant Inspector General for Legal Affairs,
Department of Health and Human Services.

The National Association of Health Care Consultants was also
invited to testify. Although they were unable to attend, the associa-
tion did provide the committee with a statement that will be in-
cluded in the record.

[The prepared statement of Rebecca Anwar appears in the ap-
pendix.]

Senator GRASSLEY. I want to advise the witnesses, as they have
been told hopefully, that you have 5 minutes for oral testimony. We
have agreed that Mr. Hamel, because of his presentation which is
oral and video, would have 15 minutes.

Again, I thank you all for being here.
We will begin with you, Mr. Hast.

STATEMENT OF ROBERT HAST, DIRECTOR OF INVESTIGA-
TIONS, OFFICE OF SPECIAL INVESTIGATIONS, GENERAL AC-
COUNTING OFFICE, WASHINGTON, DC

Mr. HAST. Thank you, Chairman Baucus and Senator Grassley.
I am pleased to be here today to discuss the results of our inves-
tigation concerning health care billing consultants who conduct
seminars and workshops that offer advice to health care providers
on how to enhance revenue and avoid audits or investigations. My
testimony is based on our recent report of that investigation which
we are releasing today.

Accompanying me are Dr. Kathryn Locatell, a physician we con-
tracted with to assist us on this investigation, and William Hamel,
a criminal investigator in my office.

In summary, consultants, at two workshops we attended, pro-
vided in-depth discussions of regulations that pertain to billing for
evaluation and management health care services and compliance
with health care laws and regulations. Certain advice provided dur-
ing those discussions is inconsistent with Federal law and guidance
provided by the Department of Health and Human Services, Office
of the Inspector General. Such advice could result in violations of
both civil and criminal statutes.

Specifically, certain consultants advocated not reporting or re-
funding overpayments received from insurance carriers after they
were discovered. The consultants also encouraged the performance
of tests and procedures that are not medically necessary to gen-
erate documentation in support of bills for evaluation and manage-
ment services at a higher level of complexity than actually con-
fronted during patient office visits.

Furthermore, one consultant suggested that providers discourage
patients with low-paying insurance plans, such as Medicaid, from
using their services by limiting services provided to them and
scheduling appointments for such patients at inconvenient times of
the day.
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In addition, we are similarly concerned with statements about
billing practices made by a private consultant we also contacted.
This consultant claims to have a large client base. We did not in-
corporate the private consultant’s remarks into our report due to
time constraints. However, Dr. Locatell will discuss the consult-
ant’s statements in her testimony today.

If followed, the advice provided in the two workshops that we at-
tended would exacerbate program integrity problems in the Medi-
care and Medicaid programs and result in unlawful conduct.

Moreover, the advice raises concerns that some payments pre-
viously classified by the Department of Health and Human Serv-
ices’ OIG as improperly paid health care insurance claims may ac-
tually stem from conscious decisions to inflate claims by providing
unnecessary services or manipulating documentation in an attempt
to increase revenue. We have discussed with the OIG the need to
monitor workshops and seminars similar to the ones we attended.

Mr. Chairman, at this time, Mr. Hamel will play excerpts from
the tapes we recorded at the workshops and during our discussions
with the private consultant. He will also explain the context under
which these recordings were made. We will then be available to an-
swer any questions that you or other members of the committee
may have.

Thank you.
[The prepared statement of Mr. Hast appears in the appendix.]

STATEMENT OF WILLIAM D. HAMEL, ASSISTANT DIRECTOR OF
INVESTIGATIONS, OFFICE OF SPECIAL INVESTIGATIONS,
GENERAL ACCOUNTING OFFICE, WASHINGTON, DC

Mr. HAMEL. Good morning, Mr. Chairman and Senator Grassley.
The first two cuts of tape that I am going to play concern a consult-
ant that advocated not returning overpayments to insurance car-
riers if discovered during a self-audit. This workshop focused on
how to create a compliance program to audit proof your practice.

Immediately prior to making this recording, the consultant had
been instructing the group on how to conduct the self audit as a
required step in setting up the compliance program. There was a
lengthy discussion on the OIG’s requirements for performing such
an audit which included a discussion on how to select a sample of
claims to review.

The workshop took a break, and I approached the consultant pri-
vately to ask him this question:
Q. When we do the baseline audits and we say we pick our sample, whatever we

think appropriate——
A. Right.
Q. And we determine there’s some kind of systemic issue——
A. Okay, yes.
Q. And obviously we take the steps we need to correct that, but we have identi-

fied that this may be like a long-term, ongoing problem which may expose us
to some risk or liability——

A. Yes.
Q. Is there some issue that we need to contact, you know, insurance——
A. Sure.
Q. ——carriers or Medicare and let them know that this may be an issue? Or,

I mean, how do you deal with that?
A. Well——
Q. Obviously, we’ve done the right thing by correcting the fault.
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A. As you—as you always say when you don’t have an answer, that’s a very good
question. In practice, what’s back here in the Federal Register. When you’re
officially on that side of the table, I say, okay, you are to ‘‘fess up, turn your-
self in, and give refunds. Now, on this side of the table, what people are doing
is they are changing their behavior and keeping their mouths shut.’’

Mr. HAMEL. After the break, the consultant continued the dis-
cussion on setting up a compliance program and addressed the en-
tire group on this issue. He began reading from his instructor’s
manual which included his paraphrasing from the Federal Reg-
ister. I will play that cut two now.

A. The OIG indicates that reporting violations of criminal, civil, or administrative
law will indicate your willingness to cooperate and thus mitigating sanctions.
Yes. Right. What does that mean? We don’t get a better definition beyond
that. And what they’re saying is you should ’fess up, turn yourself in, and
they will look more kindly on you. So I don’t know. Maybe, you go to a better
jail. I don’t know. But in fact—and that’s what you should do, the official
voice. We were talking a little during the break. What most practices are
doing is, if they’re seeing a problem, they’re changing their behavior and just
getting on with life. The concern I have had is if you follow what is sup-
posedly required of turning in, refunding the money, you’re—there’s not a
more redder flag than that. So most practices are just changing behavior and
getting on with life. And when asked if they’re going to compare your coding
patterns from last year to this year, supposedly they do not.

Mr. HAMEL. It should be noted that this consulting firm adver-
tises on its web site that ‘‘This workshop instructs participants to
avoid the red flags that can lead to an audit, resulting in the dis-
covery of fraud.’’ That is a quote.

The next two cuts numbers 3 and 4 were questions asked by our
contractor, Dr. Locatell, after a lengthy discussion at the same
workshop concerning how to meet HCFA’s, now CMS’ documenta-
tion requirements for evaluation and management of service codes
as it relates to compliance.

The consultant had the group engage in an exercise in which the
doctors were asked to code a couple of hypothetical patient encoun-
ters. The group was given handouts with scenarios of patients pre-
senting certain complaints and physical conditions and asked to de-
termine the level of coding and reimbursement to claim. The thrust
of the discussion was about how to document services to avoid an
audit.

I will now play cut number 3:
Q. That to me is kind of at the heart of this because, I mean, you can document

everything you want so you get through the audit.
A. Sure, oh, yes.
Q. Get through the audit. But if you didn’t actually perform the services, but you

have it documented, then——
A. Sure. Well, it’s documentation is the important thing.

Mr. HAMEL. In the next cut, Dr. Locatell asked the consultant
rhetorically at the very end at the workshop what it is we really
learned with respect to billing for evaluation and management
service codes.

I will now play cut number 4:
Q. What I’ve taken away from this—and I’ve been through another one of these,

but it was a more abbreviated one. But what I’ve taken away from it is, you
know, basically game the system by documentation.

A. That’s right. That’s the thing. Build a better mousetrap.
Q. That’s amazing.
A. Yes.
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Mr. HAMEL. The next cut is another consultant’s advice on a
methodology for upcoding by having non-physicians perform the
bulk of services rendered to patients, but billing these services out
as if the physician had actually performed them. This occurred dur-
ing another workshop that focused on how to increase revenue.

This is a slightly more lengthy cut number 5:
A. Data collection, let the patient provide the data and let a non-physician gather

as much data as possible, our prime example in well-run cardiology practices.
I am using them for a very particular reason. A patient sees the doctor at
the emergency room. The doctor treats the patient. And in many cases, there’s
not a problem. All right. The patient is discharged. I mean, the patient is in
an outpatient setting. The doctor does the tests and says, well, you have this,
but you ought to come in for a complete work-up, our smarter cardiologists.
The patient comes in for a complete work-up, but there’s no doctor involved.
The RN does all the input. Blood is drawn. Tests are done. And a week later
after the test results are in, and the same would be true of your specialty,
the doctor then spends quality time with the patient and talks about lifestyle,
all these other goodies, and, you know, tosses a stethoscope on and all these
other things that makes a patient feel better. But the doctor already has all
the data, if you will, or 50 percent of the data needed. That to me makes
sense from an efficiency point of view and, by the way, a very high level of
patient satisfaction because it’s very thorough. Two visits, it’s slightly incon-
venient for the patient, but the patient knows that the doctor has all the data
there and is not, you know——

Q. And could—that would then be a level 1 visit with the nurse only and the sub-
sequent week would be a level 2?

A. If you wanted to. No, I wouldn’t even bother to bill the nurse visit. I would
just bill it out as a level 3, 4, or 5 as the doctor. But the fact it took place
in two different days doesn’t really matter, okay, because the doctor himself
could have done that, made two visits out of it, but he’s not going to be able
to get two level 4’s out of it. All right.

Mr. HAMEL. The next three cuts deal with the issue of increasing
revenue by substituting low-paying insured patients, primarily
those with Medicaid, with higher-paying patients and the possible
implications of civil rights violations that may result.

I will now play cut number 6:
A. What it may mean is that the lower—a higher ratio of lower payers came in.

And I’m going to show you later on how you analyze this. You do a payer-
by-payer analysis. And I’m going to give you a little case study in the next
hour to show you that this can happen. And where it happens more fre-
quently than any other place is when the scheduler is too busy to think,
where that person simply has time to say, okay, I’ll work you in here or there,
and does not think about the fact that maybe we ought to be rationing certain
of the lower-paid patients to come right on in. Now, I’m going to give you a
strategy. And by the way, I’m not talking about real discrimination. I’m talk-
ing about somewhat discrimination, all right, in the same manner that many
practices discriminate and don’t allow every Medicaid patient to come in. We
may have a rationing.

Mr. HAMEL. In the next cut, the consultant instructs the group
on how to accomplish the substitution of patients. He introduces
the idea with a case study that his firm had done work for. The
consultant had analyzed all the patients’ insurance carriers that
were billed and identified Medicaid as the lowest and slowest
payer.

I will now play cut number 7:
A. Medicaid, they’re a low payer and a slow payer. Two to 4 months hurts your

practice immensely. Why was that happening? Because they had a person on
the phone doing the scheduling who was so busy checking patients in and
checking patients out, she didn’t have time to think. And, of course, we all
know that Medicaid people are higher utilizers of services, not because it’s
free, but because they’re sicker, right? So what we said about it to do there,
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you have to ration your Medicaid. And if anybody calls from Blue Cross/Blue
Shield, you say, when do you want to come in? We’ll come and get you.
[Laughter.] I mean, good payer or bad payer. Listen, what we did there is we
said, no more Medicare, no more Medicaid. Keep the ones you’ve got. But
now, we now reduce their numbers because they’re either going to go, leave
town, or perhaps get a better insurance plan. You always lose some patients,
but no more. And so that means we now can accept higher-paying patients
because, remember, these were the two lowest. Anything other than them will
pay us more. The same would be true here. We might ration. And that’s what
they did at this practice. They said, no more Medicaids. Where we are, we
still have a lot of Medicares and Medicaids, but here’s what we do. We don’t
want them taking the best appointment slots. So they get scheduled only
10:00 to 11:30 in the morning and 2:00 and 3:30 in the afternoon. That’s it.
Now, there are always exceptions, but we didn’t want them getting the best
appointment slots. We want the best appointment slots to go to the best pay-
ers. So you now start to realize if you start thinking not only of rationing,
but when do we want them to come in.

Mr. HAMEL. The red light has come on. Do you wish me to play
the last two?

Senator GRASSLEY. Oh, please.
Mr. HAMEL. All right. The next concerns the same topic which

demonstrates that quality of care issues are also raised by this type
of discriminatory conduct.

This is now cut number 8:
A. A person has come in with a cold. If the person says to you at the end of the

visit, I want you to be my doctor, the doctor sees that this person’s got a good
insurance plan. This person is pretty alert. The doctor says, I would like you
to come in sometime in the next couple of months to do a complete work-up
so we can develop a good data base, but he may not say that to a Medicaid
patient. But I’ve seen discrimination like that. Is that discrimination? Abso-
lutely.

Mr. HAMEL. The last cut that I will play, Mr. Hast had stated
in his remarks that we had made contact with a fourth consultant
whose tape we did not have time to incorporate into our blue book
report, but I was able to fashion a cut to bring to the hearing today
which raises upcoding issues.

This is a situation where the consultant was suggesting the use
of the prolonged service code to increase revenue. This is a code
that is used for patient visits that are based on the length of time
for a visit instead of a traditional criterion used for evaluation of
management codes.

This consultant receives as his fee, a large percent of any addi-
tional revenue he brings to a practice, thus creating an inherent in-
centive to increase revenue and increasing the risk of fraudulent
and abusive billing.

I will play the last cut which is number 9:
A. You’re billing for the time that—given the opportunities where you use the

prolonged service codes as well.
Q. Okay. Now, prolonged service codes, I have not used before.
A. Okay.
Q. And I’m somewhat familiar with them, but what kinds of, you know, medical

conditions are—how do you justify a prolonged service for an outpatient visit?
A. Say, you have a patient who comes into your office for a minor problem, say,

a sore throat or diabetes. That’s not a minor problem. They come in for just,
you know, like a routine check-up, a hypertension follow-up, anything like
that. But during the visit, you want to ask them other questions that they
can’t answer due to Alzheimer’s, senile dementia, organic brain syndrome. So
then therefore, you end up spending a lot longer with the patient or you end
up picking up the phone and calling the family member to ask him questions.

Q. I see.
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Mr. HAMEL. That concludes my presentation. And I will be happy
to answer questions at the conclusion of the panel.

[The information submitted by Mr. Hamel appears in the appen-
dix.]

Senator GRASSLEY. After hearing that, you can come to the con-
clusion very easily that it is the consultant that is sick and not the
patients we are talking about.

Dr. Locatell.

STATEMENT OF KATHRYN LOCATELL, PRIVATE
PRACTITIONER, SACRAMENTO, CA

Dr. LOCATELL. Senators, thank you for inviting me to speak
about my participating in this investigation. I am a physician spe-
cializing in geriatric medicine and was first exposed to issues of
coding and compliance while employed as a faculty member of an
academic medical center.

The faculty was required to attend a billing and coding seminar
in anticipation of a potential government audit. Since most of our
patient care centered around teaching, trainees would see the pa-
tients first, perform an exhaustive history and physical exam that
was usually more detailed than was necessary.

The seminar was intended to educate the faculty about how to
bill for the visit, using the information collected by the trainee at
the highest allowable level. What I and the other faculty members
I discussed this seminar with afterward took away was that we
were to game the system, that is, bill at a higher level because the
trainees had gathered and documented sufficient information to
justify the higher billing codes regardless of medical necessity in
order to bring in more revenue for the medical center.

This same theme that documentation is the key to higher billing
codes and thus higher revenues permeated the seminars and work-
shops that I attended with the GAO. Similarly, regarding compli-
ance plans, audit proofing your practice was simple if you adhered
to a formulated documentation system designed to ensure that the
needed elements for billing at a higher level were recorded in the
patient’s chart. What was generally missing, however, was guid-
ance about medical necessity.

In 1 workshop, the attendants reviewed sample cases involving
simple patient problems, such as a 14-year-old with a sore throat.
By adding documentation about extraneous information obtained
from the patient that in my opinion would not have been necessary
in the course of a normal visit, the provider could justify coding the
visit at a higher level of complexity and thus obtain a larger pay-
ment.

The use of templates for recording patient visits was encouraged
as an easy way to simply check off bits of information that would
justify billing at higher levels.

Another consultant we contacted advocated increasing the reve-
nues for our practice by performing certain diagnostic tests in the
office. All diabetic patients could receive a peripheral nerve testing
study and cardiac patients could receive a heart monitoring test.
Medical necessity, no problem, provided we had the right diagnosis
codes.
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There were other types of ancillary testing that could be set up
and performed in the office, but some of them were to be avoided
as they seem to invite increased scrutiny from overseers.

Gaining increased reimbursement for patients with Alzheimer’s
disease was no problem. Just use modifier codes since obviously it
would take longer to gather information from someone with mem-
ory problems.

This consultant advertises on his Internet web site that he can
increase the revenues for a physician’s practice by at least $10,000
per month with 40 percent of the proceeds going to the consultant.
In an e-mail communication, he exhorted that I would soon be able
to afford that Lexus or that Kincaid painting I had my eyes on as
a beneficiary of his practice enhancement program.

In spite of cost containment and compliance pressures, physi-
cians and medical groups continue to operate in a climate and cul-
ture where gaming the system is necessary and desirable according
to the consultants we investigated.

In my opinion, increasing the focus on issues of medical necessity
would help to stem some of the fraud and abuse that is wasting
a large portion of our spending on health care.

Again, thank you.
[The prepared statement of Dr. Locatell appears in the appen-

dix.]
Senator GRASSLEY. Thank you very much and thank you also for

participating with the General Accounting Office in this effort as
well.

Senator GRASSLEY. Dr. Kanof.

STATEMENT OF MARJORIE KANOF, DEPUTY DIRECTOR FOR
PAYMENT POLICY, CENTERS FOR MEDICARE AND MEDICAID
SERVICES, WASHINGTON, DC

Dr. KANOF. Good morning, Chairman Baucus and Senator Grass-
ley. Thank you for inviting the Centers for Medicare and Medicaid
Services to discuss Medicare’s provider education efforts with you.
Physicians and other health care providers play a critical role in
ensuring that Medicare beneficiaries receive quality health care.

We know, and as you have stated, that the vast majority of phy-
sicians and providers are honest and conscientious. We also know
that at times, many of them feel overwhelmed by Medicare’s re-
quirements.

Coding consultants have found a niche in which they offer physi-
cians and other providers training on how to code and bill for Medi-
care services. These training sessions are not affiliated with the
Medicare program, and we do not endorse, accredit, or certify these
programs.

We believe that our educational efforts and outreach are essen-
tial to the success of the program and will ultimately reduce Medi-
care physician and provider dependence on outside consultants. We
are enhancing our efforts to ensure that our educational programs
help physicians and providers understand how to bill Medicare ap-
propriately and receive payment for the care they provide.

Administrator Tom Scully has made it a prior to bring a culture
of responsiveness to CMS. I am here to assure you that these are
not empty words. They stand for ensuring high quality medical
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care for beneficiaries, and that includes improving our communica-
tion and our educational efforts for physicians, providers, and bene-
ficiaries.

The vast majority of our physician and provider training is pro-
vided through our contractors. Working with them, we have taken
a number of steps to ensure the information we share with physi-
cians and providers is consistent, clear, and unambiguous.

We are making materials and information available through the
Internet, by toll-free telephone lines, and by satellite broadcasts.
We are reaching out to physicians and providers with mailings and
classroom educational seminars.

We have a Medicare Learning Network on our website.
‘‘MedLearn’’ provides timely, accurate, and relevant information
about Medicare coverage, coding, and payment policies. Our site
averages about 100,000 hits per month, with reference guides, fre-
quently asked questions, and computer-based training programs
having the greatest activity. In fact, many of the examples pre-
sented this morning are in fact discussed on these sites.

We need to do a better job in increasing physician and provider
awareness of these services. Our role in educating physicians and
providers about the billing process is largely on the front end.

We provide extensive education and training materials to newly
enrolled physicians and providers, and offer resources to them
when regulations are changed or added. In addition, we are com-
mitted to simplifying the regulatory process and providing better
training and, in doing so, reduce the need for physicians and pro-
viders to turn to consultants.

These efforts in part have contributed to reduction in the Medi-
care error payment rate from 14 percent in fiscal year 1996 to 6.8
percent in fiscal year 2000. Nevertheless, we have to take more
steps toward improving our information sharing and education to
make it easier for physicians and health care providers to follow
Medicare regulations without having to turn to consultants.

We recognize that we have more work to do, and we are seeking
the health care community’s input as we work with our contractors
to further enhance our working relationships with physicians, pro-
viders, and their staffs while fulfilling our responsibility to safe-
guard the Medicare trust fund.

I appreciate the opportunity to discuss coding consultants and
our provider education efforts with you today, and I also am happy
to answer your questions.

Senator GRASSLEY. I forgot to mention that all of you have sum-
marized, and your entire statement will be put in the record.

[The prepared statement of Dr. Kanof appears in the appendix.]
Senator GRASSLEY. Mr. Morris.

STATEMENT OF LEWIS MORRIS, ASSISTANT INSPECTOR GEN-
ERAL FOR LEGAL AFFAIRS, DEPARTMENT OF HEALTH AND
HUMAN SERVICES, WASHINGTON, DC

Mr. MORRIS. Good morning, Mr. Chairman and Senator Grassley.
Health care providers who take care of Medicare and Medicaid
beneficiaries should be fully compensated for their services. There-
fore, it is entirely reasonable and beneficial for them to use expert
consultants to help them navigate the sometimes complex rules of
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health care programs. However, expert knowledge and sophisti-
cated billing techniques should never be used to abuse Medicare or
Medicaid.

Needless to say, when laws are broken by consultants, the Office
of Inspector General takes action to investigate the allegations and
to seek appropriate civil and criminal penalties. Our preference,
however, is to work with the health care industry to promote eth-
ical conduct, ensure quality care for beneficiaries, and thus avoid
the need for enforcement actions.

Responsible consultants play an integral role in identifying prac-
tices that enhance a client’s business objectives, as well as improve
the efficiency of the health care system. By contrast, a small minor-
ity of consultants encourage abuse of Medicare and Medicaid pro-
grams. Depending on the circumstances, these practices can expose
both the consultant and his or her clients to potential legal liabil-
ity.

Consider the recent case of a hospital that contracted with a cod-
ing consultant to maximize revenues by upcoding claims associated
with pneumonia patients. A subsequent investigation determined
the medical records did not support the complexity of the illness as
represented on the Medicare claim.

The hospital agreed to pay the government several million dol-
lars to settle allegations that it had improperly upcoded these
claims. An additional 26 hospitals have already paid a total of
$28.6 million under the false claims for improperly upcoding of
pneumonia-related care. The consultant and many more hospitals
are currently under investigation for their participation in this
fraud scheme.

Of particular concern in this case, other consultants learned of
the pneumonia upcoding scheme and ultimately encouraged their
hospital clients to falsify claims for the treatment of pneumonia. As
word spread among consultants, the scheme expanded throughout
the hospital industry. Be assured, we are continuing to pursue
these cases.

Other abuses that have resulted from consultants’ bad advice
range from improper billing for laboratory tests to inflated claims
for physician services.

Unethical consultants sometimes attempt to enhance their credi-
bility by claiming their services are endorsed by the government.
For example, a consultant, currently under investigation, falsely
represented that providers were required to attend its seminars in
order to maintain a Medicare provider number.

In addition to misrepresenting an affiliation with Federal health
care programs, some consultants make claims that are simply too
good to be true. For example, a billing consultant may represent its
advice will result in a specific dollar and percentage increase in
Medicare reimbursement regardless of the prospective client’s par-
ticular circumstances.

Although not necessarily illegal, health care providers should be
leery of doing business with anyone who relies on half truths. We
have found that unethical health care consultants often crafted
their advice to bring their clients up to the line without expressly
advocating illegal behavior.
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While it is very difficult to prosecute this conduct under applica-
ble statute, this aggressive and unethical marketing puts the cli-
ent, as well as the Federal health care programs at substantial
risk. Ultimately, providers need to recognize that hiring a consult-
ant does not relieve them of the responsibility to ensure the integ-
rity of all their dealings with Medicare and Medicaid.

The examples that I have discussed show that providers must ex-
ercise judgment when selecting and relying on a consultant. The
axiom still applies: if it is too good to be true, it probably is.

To assist providers and consultants in avoiding these pitfalls,
today, the Office of Inspector General is issuing a special advisory
bulletin on the practices of business consultants. This bulletin
alerts providers to certain abusive consultant practices that have
come to our attention, such practices that may raise concerns for
providers and may put the Medicare and Medicaid programs at in-
creased risk. The bulletin, like the OIG’s compliance guidances and
advisory opinions, is another tool for each provider’s compliance
tool box.

Mr. Chairman and Senator Grassley, I hope my testimony and
our advisory bulletin will prevent inappropriate practices by busi-
ness consultants. I would be pleased to answer any questions you
may have.

[The prepared statement of Mr. Morris appears in the appendix.]
Senator GRASSLEY. Senator Baucus went to vote. I am going to

ask questions. If he does not get back before I have to go and vote,
then we will just have a short lull until he returns. Then, I will
come right back after I vote.

I kind of wanted to start where you left off, although this was
not the place I was going to start. You gave some advice: if it is
too good to be true, raise questions, or something like.

Dr. Locatell, because you were at these seminars, when some-
thing was said that appeared too good to be true, and you probably
recognized it, but in the small number of people that were at your
meeting, was there kind of a sense of the advice that was being
given? In that environment of all those people, was there kind of
a feeling that maybe this guy is just not telling it the way it ought
to be because it does not meet the test of common sense?

Dr. LOCATELL. Well, I think the general feeling was that if people
were there looking for ways to increase their revenues, they were
given information about how to do that. My sense was that at least
some of the attendees in the seminars were there for information.

I think because of some of the concerns about compliance, when
they were told, just check off some boxes that you can build at a
higher level, I did detect some dismay among at least a couple of
the attendees.

Senator GRASSLEY. All right. Mr. Hamel, is there any way to
quantify the number of health care consultants that exists? In
other words, what kind of a universe might we be talking about if
you know?

Mr. HAMEL. Well, I suppose somebody could go out and tally up
all the health care consultants that are advertising, but we did not
do that. We basically did an Internet search. And we found hun-
dreds and hundreds of individuals who have put out a shingle and
advertised either from broad-based kind of services to the narrow
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niche kinds of health care consulting services. So there are a lot
of them out there.

Senator GRASSLEY. We might not be able to quantify the extent
to which bad advice is given by consultants, but do you believe that
the three seminars and the one telephone conference that you
taped are representative of serious problems for the Medicare trust
fund?

Mr. HAST. Yes, Senator Grassley. I would think that we did not
have any tips that took us to this particular seminars. We found
them just by browsing the Internet for these seminars. I think that
if we were able to find that, using that type of methodology, I do
not know how widespread it is, but it is certainly a problem that
needs to be investigated.

Senator GRASSLEY. Dr. Locatell, is there a need for health care
consultants? Do physicians and their staffs that feel that they are
inadequately trained or prepared and therefore need these type of
consultants?

Dr. LOCATELL. Well, I think it depends on the type of practice
and how large it is and whether they have knowledgeable, trained
individuals as part of their management team for their practice.

I also think though that it is clear from the research that we did
on the Internet and browsing the materials that there are practices
out there, looking to be told how to make more money. So to the
extent that they want to know these things that were shared with
us in the seminars, they are going out there not to really learn, but
to make more money from the system.

There are so many different insurance plans. Certainly, I think
Medicare has a fantastic provider education program. I do not
know that physicians take advantage of it though.

Senator GRASSLEY. Mr. Hast, do the medical societies and the as-
sociations that sponsor these training sessions know that question-
able advice might be given out?

Mr. HAST. We do not know that, Senator, but I believe if they
are sponsoring it and taking a fee for having people attend it, they
certainly have a responsibility to know what it is that they are
sponsoring and what type of information is going to be given.

Senator GRASSLEY. All right. And Mr. Morris, I need to thank
you for that advisory that you have sent out. In addition to that,
my question is, are there ways to hold consultants legally respon-
sible for the advice that they give that violate laws and regula-
tions?

Mr. MORRIS. As my testimony indicated, we have pursued con-
sultants that have been a direct participant in fraud schemes with
their clients. One of the challenges we face is that advice given to
50 or 100 potential clients in a large room does not necessarily
translate in and of itself to criminal conduct.

Our most successful cases have dealt with consultants who devel-
oped the next level of relationship with a particular client and we
can establish that the consultant with its client have engaged in
a conspiracy to defraud. So we do have the tools available to us to
pursue these clients, as well as the consultants.

The client, for example, that takes advice, that after having iden-
tified an overpayment, they should do nothing, they should just
keep the money, well, that right now is a violation of Federal law.
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If a consultant is an active participant in that scheme, the consult-
ant and the provider can be subject to prosecution.

Senator GRASSLEY. I am going to have to call a temporary recess.
There is 3 minutes left. So we will right back. When Senator Bau-
cus comes back, he will start with his questions.

[Whereupon, at 10:51 a.m., the hearing was recessed, and at
11:05 a.m., the hearing was resumed.]

Senator GRASSLEY. I thank everybody for your patience. I do not
think we will bothered with a vote before we get done now, unless
a lot of members come.

Mr. Morris, do providers need to return overpayments?
Mr. MORRIS. Yes, they do, Senator. The OIG has made it quite

clear that if a provider identifies an overpayment, it has a duty
both to report that overpayment to the contractor, as well as re-
fund it. The law we believe is quite clear in this area. If a provider
identifies money that it is not entitled to and take efforts to conceal
that fact or convert those funds to its own use, it has committed
a felony.

Senator GRASSLEY. Dr. Kanof, are there ways that CMS can bet-
ter protect itself from fraudulent advice given by consultants?

Dr. KANOF. I think, as we talked about this morning, probably
our best way to protect ourselves and the trust funds against
fraudulent advice is actually to make sure that all physicians and
providers know about our educational efforts, know about the
Medicare toll-free line that physicians and providers can use, and
know about the web sites so that they know that there is a reliable
source that they can use to get the answers to the questions that
they need.

Senator GRASSLEY. In a sense, what you just said, are you saying
that that ought to preclude any sort of advice of consultants or it
is just a certain way of getting an answer without going through
that trouble?

Dr. KANOF. Well, no. I think that if we look at where we should
put our primary efforts, it really should be indirectly educating the
physicians and providers. I think that we, working with the OIG,
need to emphasize and will also be publishing the OIG’s bulletin
about concerns about consultants, but that we believe that our pri-
mary effort should be directed to the physicians and the providers.

Senator GRASSLEY. Something I just thought of, in your time
dealing with this area, is there ever any implication in the writing
of the regulations and the process of communicating with health
care providers that a consultant might be not only a source of infor-
mation, but it is all kind of implied from CMS that maybe health
care providers ought to get this sort of advice?

Dr. KANOF. I am not sure if I understand.
Senator GRASSLEY. Let me state that again. Has there ever been

any thought on the part of CMS, formerly HCFA, that with the
complications of coding and all the other things that are involved
that maybe it is quite appropriate and even insinuated that seek-
ing the advice of consultants would be the way that you would ex-
pect health care professionals to go?

Dr. KANOF. I do not think so. In fact, short of the CPT codes
which are really under the auspices of the AMA, that is really the
only source that we would be referring physicians. In fact, we have
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worked with recent regulatory implementation, such as outpatient
prospective payment services and home health payment services to
actually come up with specific provider education and physician
education efforts in order not to have physicians and providers feel
the need to use consultants.

Again, I think we will be following up with the OIG bulletin and
actually publicizing that to give people the heads-up. We really do
believe that it is our responsibility to do the education.

Senator GRASSLEY. Thank you.
Mr. MORRIS. If I could add something, Senator?
Senator GRASSLEY. Yes.
Mr. MORRIS. We very much concur that the first line of responsi-

bility is to the provider and the direct relationship with CMS. In
the physician voluntary compliance guidance that we issued last
year and found on web site so that they can build compliance infra-
structures into their medical practice, one of the things that we ob-
served is that sometimes there is an effective role for consultants.

Physician practices may have engaged in a long-term practice of
billing in a particular way or assuming that certain codes are cor-
rect. A consultant with a fresh eye can come in, evaluate that prac-
tice, and correct misassumptions and misapplications of regulation.

To that end, we think internal audits and other self-review proc-
esses where consultants bring best practices to the physician, actu-
ally adding benefit. That, of course, is a world of difference than
a consultant who comes in and tries to teach a provider how to cut
corners or inappropriately upcode.

Senator GRASSLEY. Now, to Mr. Chairman.
The CHAIRMAN. Thank you very much. The questions I have are

just a few specifics and a few facts. How many providers are there
who fall in the scope of maybe needing a little bit of advice and
help in figuring out how to code and how to fill out the forms,
etcetera?

Dr. KANOF. I cannot answer that question specifically. I can tell
you that we have about 1 million physicians and providers partici-
pating in the Medicare program. I can tell you that our 1–800 num-
bers got about 23 million telephone calls in the past year.

The CHAIRMAN. Let us say roughly 1 million?
Dr. KANOF. One million.
The CHAIRMAN. How many of that 1 million does CMS reach ei-

ther proactively or reactively on any consistent basis?
Dr. KANOF. That is hard. We can take the telephone calls that

I just gave you. We can tell you our web site gets 100,000 hits per
month with people using that to get answers to questions and ref-
erences. We have our contractors having seminars that have a
range of about 200 to 400 attendees.

The CHAIRMAN. How many seminars would there be?
Dr. KANOF. Let us say that we have about 50 contractors

throughout the country. So let us average about 20 seminars every
other month.

The CHAIRMAN. These are contractors that contract with CMS?
Dr. KANOF. Right. These are Medicare fee-for-service contractors.
The CHAIRMAN. Those contractors only provide information. You

are talking about contractors like Cross, those contractors?
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Dr. KANOF. Correct. These contractors specifically have education
programs in terms of understanding the Medicare rules and regula-
tions.

The CHAIRMAN. All right. My next question, those contractors,
how much of their time is ‘‘educating’’ as opposed to billing?

Dr. KANOF. All of them send out quarterly bulletins. So on a
quarterly basis, they are all sending out bulletins with Medicare
information both direct mail and through the Internet to all of the
physicians.

The CHAIRMAN. In addition to sending out mailings, how much
honest to goodness, good faith, and quality seminar time is there?

Dr. KANOF. For the record, I cannot tell you that off the top of
my head. I can tell you that we provide them with a budget of ap-
proximately $40 million to provider education and outreach and
that they all have staffs that are specifically devoted to provider
education.

The CHAIRMAN. Right. Is there any way of knowing the quality
of that outreach? Do you check up on the quality? Maybe, they just
take that money and send out a bunch of bulletins.

Dr. KANOF. No, I understand that. We in fact have begun to ac-
tually assess the quality of the bulletins, the answering of the tele-
phone calls, and the seminars. So we do have staff that do attend
all of these activities just to ensure that the information is being
accurate and delivered in a proper fashion.

The CHAIRMAN. So how many consultants are there that we are
talking about today?

Dr. KANOF. That was previously asked.
The CHAIRMAN. I am sorry.
Does anybody know?
Dr. KANOF. We did not know the answer to the question.
The CHAIRMAN. Do you know how many consultants there are?
Dr. LOCATELL. There are hundreds if you do an Internet search.

You can find hundreds.
The CHAIRMAN. Anyone who wants to be a consultant certainly

can. I mean, it is a free country.
Senator GRASSLEY. That would be, I think you were just answer-

ing that, in regard to just health care consultants, right?
Dr. LOCATELL. Right.
Senator GRASSLEY. As opposed to consultants in every area?
Dr. LOCATELL. Specifically, I looked for reimbursement consult-

ants and coding consultants.
The CHAIRMAN. Roughly, how many reimbursement consultants

and coding consultants, do you think?
Dr. LOCATELL. Oh, hundreds.
The CHAIRMAN. Now, how many of those have web sites?
Dr. LOCATELL. Quite a few, most.
The CHAIRMAN. Most do. Does CMS contact those web sites and

say, here we are, we are CMS, we see you are out there, we are
all trying to provide the same kind of service and make sure all of
this is done efficiently and correctly and properly and so forth, and
send them a little red flag?

Dr. KANOF. No, we do it the other way. We contact the physi-
cians and the providers and the medical associations to let them
know about access to our web site.
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The CHAIRMAN. How often does CMS attend these seminars
themselves?

Dr. KANOF. These seminars that are discussed today?
The CHAIRMAN. Yes, pop in, show up, be helpful.
Dr. KANOF. We have been asked to attend some seminars spon-

sored by State medical societies and the AMA. We do attend those
society-sponsored seminars.

The CHAIRMAN. What about these we are talking about here?
Dr. KANOF. I cannot answer whether we have been asked or not

asked. And I cannot answer whether we have attended them.
The CHAIRMAN. I am not asking whether you have been asked.

I am asking whether you have asked. Does the government ask?
I am sure the government is not asked. They are not the askee. I
am asking whether the government is the askor to attend.

Dr. KANOF. Well, I am not sure whether that would be CMS or
in fact the OIG.

The CHAIRMAN. Or whoever, somebody. I do not know who the
right agency would be. You have an enforcement question here and
a compliance question here. You have to be creative about it.

Senator GRASSLEY. I will put his question in the context of
maybe, for instance, we have heard from IRS in testimony about
their sending somebody out from IRS to check tax shelter consult-
ants, as an example, and those sort of seminars. I think that could
be along the lines of what he is asking about this.

The CHAIRMAN. Right.
Dr. KANOF. Right. I think that Mr. Morris and I have in fact dis-

cussed the possibility of just what you have discussed, that we
would work collaboratively to be looking at some of these seminars.

Mr. MORRIS. Perhaps, I can expand on that. The OIG provides
education and involvement with the consultants in two ways. We
actively participate in an overt fashion in training. We are invited
to speak before medical societies, trade associations.

In addition, we prepare compliance guidances, special fraud
alerts, advisory opinions, all to put providers on notice of what is
expected of them and through bulletins like the special advisory
bulletin and the special fraud alerts alert providers to risk areas
so they can self correct.

In addition, in light of what we have learned recently through
the GAO, we are actively considering a more covert relationship
with the consultants and going in to observe what is said when
they do not know we are in the room.

The CHAIRMAN. It just seems to me if I am physician where I am
getting bombarded by CMS, HCFA, HHS that I know after awhile,
I know some of this is helpful, but I have a practice to conduct
here. The tone might be if not ominous, somewhat firm, to say the
least. As a practitioner, I am not the one who is guilty here. It is
the consultants that we are talking about.

It just seems to me that there should be much aggressive action
taken against the consultants and just keep making sure that they
are in line, much more than the physicians and the hospitals are
in line.

My guess is that here are a lot of physicians, practitioners who
are a little bit confused with all this, that is the coding and so on
and so forth, and need a little help and advice. Part of that prob-
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ably is because of the laws being passed. Part of it is the regula-
tions and all the red tape and so forth. We are trying to make
Medicare generally more simple. I know it is a tall order.

Working with Secretary Thompson in a hearing not too long ago,
we have some time line actions we are taking, we because we are
in this together, to eliminate a lot of the duplication and overlap
and help straighten out CMS.

It seems to me that the OIG’s office could be more aggressive and
early on in attending some of these consultant seminars and so
forth because that may really be where the problem is. It is those
few bad applies that tend in some cases, most cases I suppose, to
lead good, well meaning people astray.

Can you not do more upfront, do you think?
Mr. MORRIS. Well, we are certainly looking into expanding both

awareness on the part of providers what their obligations are and,
as I mentioned ago, exploring other options. I would observe that
ultimately it is the provider, the physician or the hospital that
makes the decision how it is going to conduct itself with our pro-
gram.

A consultant that gives advice, such as you can keep money that
is not yours, that is bad advice. It may even be illegal advice. It
is the provider who takes the advice and keeps the money that is
not theirs that first and foremost has violated the law.

We do a lot more to ensure that providers understand their obli-
gation. The Inspector General’s office has a self-disclosure protocol
which expressly tell providers how to come in when they have iden-
tified overpayments or misconduct. We have a streamlined process
to get the problem identified, quantified, and resolved.

We do believe that first and foremost, it is the provider that
needs to do the right thing by our programs.

The CHAIRMAN. Well, I think it is the obligation and responsi-
bility on the part of HHS generally, or whatever office is specifi-
cally involved to not also frankly spend a lot of time on enforce-
ment action, investigations on these consultants.

You are a good guy, a good doctor. You are going to do what is
right. You attend one of these seminars. It is all confusing. They
tell you all kinds of things. It is borderline. You are atempted. You
probably, as a doctor, know that it is not right, but the consultant
has some ideas on how to do this, how the doctor can cut some cor-
ners and so forth.

I just urge you to be much more aggressive with respect to the
consultants. That is really the real key here. I would not just wash
my hands and say, well, it is the responsibility of the doctor. It is
certainly, but you have to make it easier by going after these con-
sultants.

Mr. MORRIS. In my written testimony, we reference one case
where not only did we go after the consultants and impose fines
against them, but we excluded them from our programs. So none
of the services that they provide can be charged indirectly to our
program. We require them to inform all prospective clients about
the fact.

The CHAIRMAN. How many consultants are actually helpful—
wear white hats, some black hats? What is your guess because this
is probably an industry here that is trying to make a buck, trying
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to do what is right, see an inch and see an opportunity,not trying
to do anything illegal or unethical, although on the tapes they are
simply unethical and probably illegal? I mean, what percent, 10
percent good guys, 50 percent?

Dr. Locatell, what do you think? You can guess.
Mr. Hamel?
Anybody?
Dr. LOCATELL. My gut guess is that there is an awful lot of infor-

mation that is being given out at these seminars that physicians
can use the way they want to use it.

So, yes, you can upcode by doing these template forms for your
patient visits and you can just by billing at a level 5. No one is
going to come and say to the patient, were you ever examined? Did
he ask you 10 questions in your review of systems? I mean, that
is the level of detail that has to be documented in order to justify
the higher billing codes.

So I think the information and the tenure of these seminars was
clearly, hey, you can do these things. You just need to have it all
documented appropriately.

The CHAIRMAN. Yes, but again, you are not sure how many are
basically on the right side of the line and how many are on the
wrong side?

Dr. LOCATELL. Well, I think they are marketing mainly to the de-
sired increased reimbursement. I suspect that probably half of
them are giving information that could result in difficulties for the
physicians and probably for hospitals too if they follow that advice.

The CHAIRMAN. Dr. Kanof, I apologize. I was absent when you
spoke. Specifically, what is the administration doing about this?

Dr. KANOF. The administration is in fact increasing its commit-
ment and its activity related to specifically reaching out directly to
physicians and providers to get them the information they need
and the mechanism that they can use to best reach it. So for those
providers that wish to have one-on-ones in terms of seminars, we
are sponsoring seminars.

We are working with the providers in each of the local commu-
nities to determine what they need and how they want to obtain
specific training and guidance. So we sponsoring seminars specifi-
cally to get to those needs.

We have improved our web site access and in fact have specific
information on Medicare coding rules and regulations. We have a
specific book for residents.

So we are looking to improve the education and giving the pro-
viders and physicians access. I think our most recent commitment
is the 1–800 number so that physicians and providers have a direct
access to get the information they need.

In summary, we are working with the community at large to be
able to channel them the right information in a fashion that is usa-
ble for them.

The CHAIRMAN. Yes, I very much commend your efforts here.
How many dollars is at stake here, as the subject of this hearing,
do you think that is overpaid and over billing, upcoding, discrimi-
nation, discriminating against Medicaid, lower-paying patients and
so forth? What is the dollar amount involved here do you think?
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Dr. KANOF. Well, I think for us, our best reference point is prob-
ably the Medicare error rate which in fiscal year 2000 was 6.8 per-
cent, down from 14 percent in 1997.

The CHAIRMAN. How many dollars in fraud do you think?
Senator GRASSLEY. It is 11.9.
Dr. KANOF. 11.9. I am not sure. It is not just fraud. It is medical

error and abuse.
The CHAIRMAN. This gets back to error. I am not talking about

good faith errors. I am talking about bad faith errors.
Dr. KANOF. Well, these were errors that are related to what we

heard about today. These are errors related to the E&M code, the
visit codes.

The CHAIRMAN. So let us say $12 billion.
Dr. KANOF. Correct.
The CHAIRMAN. All right. Now, what is your goal here? What

percent of that $12 billion in terms of results with all these out-
reach efforts you are undertaking that you are trying to get down
to? Say, today, it is $12 billion. What do you want to get down to?

Dr. KANOF. Well, we started at 14 percent and we have gotten
down to 6 percent. In our GPRA goals, we acknowledged that we
would like to get it down to 5 percent. And we will continually
work to get that goal down: zero would be the ultimate.

The CHAIRMAN. I am sorry to take so much time here, Senator
Grassley.

With the physicians and providers who use these illegal and un-
ethical practices, how do you know when you determine your error
rate, how much of that error rate is because a lot of this behavior
is unaudited, it is unreported, etcetera? So how do you know?

Dr. KANOF. Are you asking me how do I know how much of the
error rate that we know we have is due to physicians and providers
getting incorrect information?

The CHAIRMAN. Right.
Dr. KANOF. That, we do not know. In working with the medical

societies and the associations, to date, no one has addressed that
as a contributing factor. What they have addressed to us is going
back to what you acknowledged, some of the complexities of our
rules and regulations. So we are working on the E&M codes to
make those more clear and to simplify them.

The CHAIRMAN. Do you think it would be a good idea to make
that determination, how much is due to these consultant practices,
as opposed to just legitimate, good faith mistakes?

Dr. KANOF. I think that is a question that we would ask the IG
to help us with, as they have helped us to determine the error rate.

The CHAIRMAN. Let me ask you, when are you going to have the
answer to that question, by what date?

Dr. KANOF. The question to how much of our error rate is due
to consultants giving——

The CHAIRMAN. Giving and physicians and following up on ille-
gal, unethical advice.

Dr. KANOF. I will turn to my colleague here.
Mr. MORRIS. Let me try to answer the question this way——
The CHAIRMAN. If we are going to make any progress, we got to

know what we are starting with.
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Dr. KANOF. No, I understand that. I am just concerned about
how to go about actually answering that question.

The CHAIRMAN. I know you are also concerned about results.
Dr. KANOF. Correct. So when I think about how we determine

the error rate, part of that is to go back to the medical records and
actually get the documentation.

The CHAIRMAN. When will we know how much of the error rate
is due to these kinds of unethical, illegal practices?

Mr. MORRIS. To be very direct, I do not know that we ever will.
The CHAIRMAN. When will you have a gut guess?
Mr. MORRIS. I think we have a gut guess now.
The CHAIRMAN. How much?
Mr. MORRIS. I would say that at this point, a 7-percent error

rate. There may be somewhere in the area of another 3 or 4 per-
cent on top of that, that we simply cannot document as abusive for
this reason. You recall from the transcripts that what these con-
sultants are saying is documentation is the name of the game.

The CHAIRMAN. Right.
Mr. MORRIS. And if the paper work is there, you have won the

game. The better mousetrap I think was referenced.
The CHAIRMAN. That is right.
Mr. MORRIS. When we conduct a review of the fee-for-service pro-

gram and determine what percentage of those claims should not
have been paid, what the OIG and its auditors do is go to the med-
ical records or other documentation and see whether the paper
work supports the claim.

If someone is intent on defrauding us, they will have ‘‘built the
better mousetrap.’’ They will have the paper work in place so it will
appear that this is a legitimate service appropriately billed.

The CHAIRMAN. I understand all of that. We know there is a
problem here. We are trying to solve it. So I, first, am trying to
quantify the problem so we know and then look at the actions we
are taking down the road, maybe 6 months or a year from now,
look to see on a quantifiable basis whether we are making any
progress or not.

All these good sounding words are wonderful and these great
things we intend to do, but you know about the phrase of good in-
tentions, where that leads. It is all results. And to get results, we
have to quantify the beginning point and benchmark at that point.

Mr. MORRIS. I think one of the challenges to getting you an af-
firmative number and a specific quantified base line from which to
work is that the amount of resources that would be required to ac-
tually tell you what percentage of claims which on their face based
on documentation appear legitimate, but in fact are not. This would
require a tremendous amount of resources and disruption of prac-
tices because we would have to go beneficiaries and see whether
they recalled whether the service as billed was consistent with
their experience.

The CHAIRMAN. In fact, you are telling me that we are always
going to have this problem or it is just not going to get any better
because you are not going to do anything of significance about it.
That is in effect what you just told me.

Mr. MORRIS. No. I hope what I am saying is that by dealing with
the vast majority of providers who are honest and making the pro-
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gram more efficient and easier to comply with and heightening
their awareness of potential pitfalls, that we would in effect have
a positive sentinel effect. We may never be able to measure those
providers who have the opportunity to abuse us and chose not to.

The CHAIRMAN. I am sorry. I would like for you to give the com-
mittee your best guess in a reasonable period of time. I am going
to leave that up to you as to when you think that reasonable period
of time is, but for me, it has to be less than a couple of weeks, your
best guess.

Then, we will take it from there. We will have a subsequent
hearing at a subsequent time to try to determine how much
progress we have made. I will be very reasonable. We are here to
serve the public.

Dr. KANOF. Neither one of us is disagreeing with you. I think
what we need is ample opportunity to determine what the current
base line is.

The CHAIRMAN. Right.
Dr. KANOF. We have heard from the GAO today.
The CHAIRMAN. Right.
Dr. KANOF. And if we can understand how we obtain the base

line since no one today could give you the number for the base line,
we could then figure out how to measure.

The CHAIRMAN. Right. And I do not want to be disruptive either
clearly, but we still need to get some results here.

Dr. KANOF. I do not think that we are disagreeing. We just want
the opportunity to determine the base line.

The CHAIRMAN. Right. To determine, to do it, and to do it in a
good, fair sound way.

Dr. KANOF. Right.
The CHAIRMAN. Good. All right. Thank you.
Senator GRASSLEY. Thank you. Once again, I want to thank the

Chairman for his cooperation and the gentlemanly way in which
we have worked together on this. I appreciate that very much.

I just have two questions. The first is to you, Dr. Kanof. This is
a question that could be a personal view of yours, Dr. Kanof, or
speaking for your department. Does CMS somehow need to certify
and/or monitor health care consultants or is it better left to the in-
dustry itself? And if you do not have a view for the department,
that is all right, but I just wanted to ask you.

Dr. KANOF. I am going to give you my personal view.
Senator GRASSLEY. All right.
Dr. KANOF. And we can get back to you on the department view.
Broadly, CMS is here to ensure that beneficiaries get the high-

quality medical services they need and they have access to care
and that physicians and providers are paid appropriately for those
services. And I believe that is our primary goal.

So therefore, if that is our primary goal, extending out to consult-
ants or lawyers or auditors, the whole realm of other consultants
that physicians and providers might use in the regular course of
their business, I would not put that under the purview of CMS.

Senator GRASSLEY. Mr. Hamel, this will be my last question for
anybody on the panel. We have not talked about this until now be-
cause we have talked about saving money and bad advice being
given and efforts to cheat legally or illegally, all those things.
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You brought up I think about the civil rights laws perhaps being
violated. Could you tell us a little bit more about how the Civil
Rights Act is implicated by the advice that you have told us about?

Mr. HAMEL. I will let Mr. Hast answer that question.
Senator GRASSLEY. That is all right.
Mr. HAST. Although the consultant used the term ‘‘discrimina-

tion’’, without a live set of circumstances, the Civil Rights Act is
so complicated, the GAO is not taking the position on the question
of whether or not the conduct promoted by the consultant violates
the civil rights laws.

The important point we make though, I want to stress, is that
the contact promoted might result in depriving the Medicaid pa-
tients of medically necessary services or in better paying insurance
plans, paying for services that are not medically necessary, but are
performed just for the purpose of affiliating those better paying pa-
tients to the medical practice.

Senator GRASSLEY. All right. So in my reading of it, you are not
saying that the civil rights law has been violated?

Mr. HAST. We have no indication that that has happened.
Senator GRASSLEY. All right. But in a very general way, subtle

discrimination not necessarily in violation of the civil rights laws?
Mr. HAST. Yes.
Senator GRASSLEY. Well, I think, as you have heard from our

very good Chairman here, we are going to continue an interest in
this, but I think this hearing in and of itself has been very useful
and hopefully if no more than the publication of this information
and the good work of the report of the General Accounting Office
will have a chilling effect upon this bad information of people giv-
ing out advice about how it is somehow legal to not return money
to the department that ought to be returned to Medicare or that
it is all right to charge more and that it is okay to cheat legally
by proper documentation and all that.

As I think you have indicated, it is difficult to find all this infor-
mation and particularly documentation as a basis for it. Hopefully,
this will have a chilling effect on that practice.

Also, I think that it emphasizes what is the basis for Medicare
payments as maybe the same basis as our voluntary compliance
with our tax laws. That is the good faith of people to do what is
right. In our system of government and our society, we rely to a
great extent on that.

That is why it is quite disturbing to me to find a sick consultant
being more sick than the patients we are trying to treat sometimes
with this advice, a sickly attitude that somehow it is all right to
game the system. That is what we have to deal with and it is very
difficult to deal with.

On the other hand, I thank all of you who have provided this in-
formation and for those of you who have to constantly be on the
enforcement end of it. So I thank you for testifying. I think your
testimony will be very helpful in focusing on the issue of health
care consultants and the advice they give.

As we have heard today, there are those who would advise
health care providers to improperly bill the government and cir-
cumvent compliance regulations. We know that this is just not
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right. OSI has even determined the action of some health care con-
sultants to be criminal.

Is that fair to say?
Mr. HAST. If followed, it would cause criminality, yes.
Senator GRASSLEY. All right. Thank you.
An appropriate referral I think will be made to your office of In-

spector General. As part of OSI’s criminal referral to OIG, Senator
Baucus and I are asking the Inspector General to keep us apprised
of any findings or conclusions. I am hoping that we can stop these
consultants from doing this sort of behavior.

I think I want to repeat something I said in my opening remark,
that I hope to send a message loud and clear to health care con-
sultants who advocate fraud that this behavior is unethical, it can
be illegal, and it is certainly intolerable. If you are a bad actor, see
the light, clean up your act, and know that you are at risk of get-
ting caught and prosecuted.

Once again, Chairman Baucus and I thank you for being here,
and I thank Chairman Baucus for holding this hearing. I look for-
ward to working with you all as we strive to protect valuable gov-
ernment programs and most importantly deliver good health care
and at the same time get the taxpayers the most for their dollars.
Thank you very much.

[Whereupon, at 11:40 a.m., the hearing was concluded.]
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1 See Health Care: Consultants’ Billing Advice May Lead to Improperly Paid Insurance Claims
(GAO–01–818, June 27, 2001).

A P P E N D I X

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF ROBERT H. HAST

Mr. Chairman, Ranking Minority Member, and Members of the Committee:
I am pleased to be here today to discuss the results of our investigation con-

cerning health care billing consultants who conduct seminars or workshops that
offer advice to health care providers on how to enhance revenue and avoid audits
or investigations. My testimony today is based on our recent report of that inves-
tigation, which you are releasing today.1 Accompanying me today are Dr. Kathryn
Locatell, a physician we contracted with to assist us on this investigation, and Wil-
liam Hamel, a criminal investigator with my office.

In summary, consultants at two workshops we attended provided in-depth discus-
sions of regulations that pertain to billing for evaluation and management health
care services and compliance with health care laws and regulations. Certain advice
provided during those discussions is inconsistent with federal law and guidance pro-
vided by the Department of Health and Human Services’ Office of Inspector General
(OIG). Such advice could result in violations of both civil and criminal statutes. Spe-
cifically, certain consultants advocated not reporting or refunding overpayments re-
ceived from insurance carriers after they were discovered. The consultants also en-
couraged the performance of tests and procedures that are not medically necessary
to generate documentation in support of bills for evaluation and management serv-
ices at a higher level of complexity than actually confronted during patients’ office
visits. Furthermore, one consultant suggested that providers discourage patients
with low-paying insurance plans, such as Medicaid, from using their services by lim-
iting services provided to them and scheduling appointments for such patients at
inconvenient times of the day.

In addition, we are similarly concerned with statements about billing practices
made by a private consultant we also contacted. This consultant claims to have a
large client base. We did not incorporate the private consultant’s remarks into our
report due to time constraints; however, Dr. Locatell will discuss the consultant’s
statements in her testimony today.

If followed, the advice provided at the two workshops we attended would exacer-
bate program integrity problems in the Medicare and Medicaid programs and result
in unlawful conduct. Moreover, the advice raises concerns that some payments pre-
viously classified by the Department of Health and Human Services’ OIG as improp-
erly paid health care insurance claims may actually stem from conscious decisions
to inflat claims by providing unnecessary services or manipulating documentation
claims in an attempt to increase revenue. We have discussed with the OIG the need
to monitor workshops and seminars similar to the ones we attended.

Mr. Chairman, at this time, Mr. Hamel will play excerpts from the tapes we re-
corded at the workshops and during our discussion with the private consultant. He
will also explain the context under which these recordings were made. We will then
answer any questions that you or other members of the Committee have.
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PREPARED STATEMENT OF MARJORIE KANOF, MD, MPH

Chairman Baucus, Senator Grassley, distinguished Committee members, thank
you for inviting me to discuss Medicare’s provider education efforts with you. Physi-
cians and other health care providers play a critical role in ensuring that Medicare
beneficiaries receive quality health care. We know that the vast majority of physi-
cians and other providers are honest and conscientious. We also know that at times,
many of them feel overwhelmed by Medicare’s requirements. Due to Medicare’s com-
plexity, coding consultants have found a niche in which they offer physicians and
other providers training on how to code and bill for Medicare services. These train-
ing sessions are not affiliated with the Medicare program, and the Centers for Medi-
care and Medicaid Services (CMS) do not endorse, accredit or certify these pro-
grams. Some of these programs may offer physicians and other providers an alter-
native, or more frequent, forum for learning billing procedures. We recognize we
have many areas in which we need to improve, and we are redoubling our efforts
at CMS to ensure that our own educational programs help physicians and other pro-
viders understand how to bill Medicare appropriately and receive payment for the
care they provide. Enhancement of our education efforts and outreach are essential
to the success of the program, and we believe will ultimately reduce Medicare physi-
cians’ and other providers’ dependence on outside consultants.

CMS promulgates the regulations and billing instructions to which physicians and
other providers must adhere. As such, it is critical that we offer extensive, on-going
provider education programs—in both urban and rural areas—to ensure that physi-
cians and other providers clearly understand the billing process and what resources
are available to assist them in properly coding and billing for the services they pro-
vide. Further, we must provide reliable, easily accessible resources for physicians
and other providers when they confront billing problems or have questions.

Before discussing the many initiatives underway in CMS to educate physicians,
providers and suppliers of services, I would like to recognize that there are many
authoritative sources of coding information available from the professional and sci-
entific community on which physicians, providers and suppliers of services can rely.
In fact, Medicare’s Common Procedural Coding System (generally know as HCPCS)
is based largely on the Current Procedural Terminology (CPT) created, maintained
and owned by the American Medical Association (AMA). The AMA publishes not
only the CPT codes that form the basis of Medicare coding of physician services, but
also provides a wealth of information and services to enable physicians, providers
and others to code and bill Medicare properly. Moreover, other professional organi-
zations provide education and resources to members and others with respect to the
scope of their professional services. We have worked closely with these professional
organizations in the past and continue to do so in recognition of the valuable serv-
ices they furnish to the physicians, providers and others who care for our bene-
ficiaries.
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With respect to CMS’s role in educating and assisting physicians, providers and
others to correctly bill Medicare for the services they furnish (of which an important
part is selecting the correct code for the service furnished), CMS’s role is largely on
the front-end: we provide extensive education and training materials to newly en-
rolled physicians and other providers, offer resources to providers when regulations
are changed or added, and field provider questions regarding Medicare billing and
payment systems. For the small number of physicians and other providers with con-
tinuing problems, the contractor program integrity staff provides individualized
counseling and tutoring. By simplifying the regulatory process and providing better
training, we will clarify the billing system and reduce the need for providers to turn
to consultants. However, despite our best education efforts, there likely will always
be physicians and other providers who use outside consultants to get, for example,
a ‘‘second opinion’’ on how to bill the Medicare program.

CMS Administrator Tom Scully has announced that he is making it a priority to
bring a culture of responsiveness to the agency. These are not empty words: they
stand for ensuring high-quality medical care for beneficiaries, improved communica-
tion with providers and beneficiaries, and redoubled education efforts. Two weeks
ago, Secretary Thompson announced that CMS will designate a senior-level staff
member as the principal point-of-contact for each specific provider group, such as
hospitals, physicians, nursing homes, and health plans. These designees will work
with the industry groups to facilitate information sharing and enhance communica-
tion between the Agency and its business partners. The vast majority of CMS’s pro-
vider training is provided through Medicare’s contractors, the fiscal intermediaries
and carriers who process Medicare claims. Working with the Medicare contractors,
we have taken a number of steps to ensure the educational information we share
with physicians and providers is consistent, clear, and unambiguous. We are making
materials and other information available through the Internet, by toll-free tele-
phone service, and via satellite broadcasts. We also are reaching out to physicians
and providers with mailings and classroom educational seminars.

While we have made substantial progress, we still have important work to do. We
are seeking out physician and provider input so that we can work to reduce burden
and better focus our education efforts. We have been working closely with the physi-
cian community to develop new guidelines for billing physician office visits under
Medicare, and we are rewriting our manuals, which will simplify and clarify our
billing instructions and enhance provider education. We have formed a special team
to pinpoint problem areas for physicians and develop suggestions for simplifying
Medicare requirements.

We share a common mission with physicians and providers—ensuring high qual-
ity medical care for Medicare beneficiaries. We continue to work hard to make sure
physicians and providers understand and can comply with Medicare laws and regu-
lations, and we want to work with providers and Congress to simplify these require-
ments, while at the same time ensuring that we pay appropriately for Medicare
services rendered. We look forward to our continued partnership with Congress and
the physician and provider community to further improve our education efforts.

BACKGROUND

This year, Medicare will pay approximately $240 billion for the health care of
nearly 40 million beneficiaries, involving nearly one billion claims from more than
one million physicians, hospitals, and other health care providers. The Centers for
Medicare and Medicaid Services strive to ensure that Medicare pays only for the
services allowed by law while making it as easy as possible for qualified health care
providers to treat Medicare beneficiaries. We have to carefully balance the impact
of Medicare’s laws and regulations on providers with our accountability for the bil-
lions of dollars of Medicare payments. We are committed to providing good service
to our physicians and provider partners while protecting the Medicare Trust Fund
from errors and abuse.

Although Medicare pays over 93 percent of claims correctly based on the informa-
tion submitted, improper payments occur for reasons such as insufficient docu-
mentation, lack of medical necessity, and improper coding by physicians and health
care providers. During the past five years, we have worked with physicians and pro-
viders to improve their understanding of the process. As a result, Medicare has re-
duced its payment error rate by half, from 14 percent in fiscal year 1996 to 6.8 per-
cent in fiscal year 2000, meeting our 2000 Government Performance and Results Act
goal. We realize that the volume of laws and regulations covering Medicare’s respon-
sibilities is substantial, and we know we must continue to improve our communica-
tions so physicians and other providers understand Medicare’s requirements.
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This responsibility has never been plainer. Over the last five years new laws have
dramatically altered the Medicare program and the health care arena, including the
Health Insurance Portability and Accountability Act of 1996 (HIPAA), Balanced
Budget Act of 1997 (BBA), Balanced Budget Refinement Act of 1999 (BBRA), and
Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act. Com-
bined, these laws contained hundreds of provisions that we have been responsible
for implementing, including new prospective payment systems for numerous seg-
ments of the health care industry, new preventive benefits, and new health plan
choices for Medicare beneficiaries. The number and complexity of these changes
were greater than any we had ever before experienced.

We pursued an open process as we implemented these new programs and policy
changes, seeking insight and recommendations from physicians and providers, their
associations, and other members of the public. This is far different from the way
many private insurers conduct their business, and greatly benefits us and physi-
cians and providers as we incorporate their recommendations into our new policies
and regulations. As a result of these legislative changes we have undertaken the
most extensive education program in Medicare’s history, including outreach to bene-
ficiaries, physicians, and providers to make sure they understand the changes and
the requirements these changes create.

IMPROVING OUTREACH TO PHYSICIANS AND PROVIDERS THROUGH MEDICARE
CONTRACTORS

We primarily rely on the private sector contractors, who by law process and pay
Medicare claims, to communicate policy changes and other helpful information to
educate the physicians and providers they serve. We recognize that the decentral-
ized nature of this system has led to inconsistency in the contractors’ communica-
tions with physicians and other providers, and we have taken a number of steps
to improve the educational process. We have centralized our educational efforts in
our Division of Provider Education and Training, whose sole purpose is educating
and training the contractors and the provider community regarding Medicare poli-
cies. These efforts include:

• Installing toll-free provider inquiry lines at the Medicare contractors.
In 2000, we established Medicare contractor call centers to provide up-to-date
information to physicians and providers regarding billing questions and other
topics. The toll-free numbers for the call centers are listed at www.hcfa.gov/
medlearn/tollfree.htm. Each contractor also maintains a website and electronic
bulletin boards to provide information to physicians, providers, and their staff.
We are now working to ensure the highest quality service to physicians and pro-
viders at the call centers.

• Providing consistency through standardized training for contractors.
We are providing contractors with in-person instruction and a standardized
training manual for them to use in educating their constituency. These pro-
grams provide consistency and ensure that our contractors speak with one voice
on national issues. For example, in coordination with the Blue Cross/Blue
Shield Association, we developed train-the-trainer sessions for implementing
both the Hospital Outpatient and Home Health Prospective Payment System
(HHPPS) regulations. We then developed a satellite broadcast, which was re-
broadcast several times prior to the effective date of the regulation. Following
up on the train-the-trainer sessions, we coordinated a town hall meeting, par-
ticipated in weekly conference calls with regional offices and fiscal inter-
mediaries to monitor progress in implementing these changes and answering
questions. We continue to refine our training on an on-going basis by moni-
toring the training sessions conducted by our contractors. For example, this fall,
we will premier a CMS digital satellite network to send interactive training to
all Medicare carriers and intermediaries. Our goal is to provide at least one
hour of video training and each month, supplemented by materials on our ‘‘Best
Practices’’ website.

• Working to improve contractor outreach. We also are strengthening and
standardizing the way in which our contractors carry out education and cus-
tomer service activities. We require all contractors to provide information via
printed bulletins and newsletters, as well as via the Internet. This includes re-
quiring each contractor to have the ability to link to our website from their own
website, giving physicians and providers immediate access to our Medicare
learning network (www.hcfa.gov/MedLearn). And we are exploring the possi-
bility of having e-mail listservs for specific provider types available at the con-
tractor level to facilitate the sharing of information.
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WORKING CLOSELY WITH THE HEALTH CARE COMMUNITY

Just as we are working with our contractors, we also are working directly with
physicians to improve our communications and ensure that we are responsive to
their needs. In 1998, we created the Physicians Regulatory Issues Team (PRIT) to
improve the agency’s responsiveness to the daily concerns of practicing physicians
as we review and create Medicare requirements. The PRIT, which operates under
physician direction and includes physicians working throughout CMS, seeks to
make Medicare simpler and more supportive of the doctor-patient relationship. As
part of the PRIT’s efforts, we asked physicians about their information needs, and
they recommended that we take advantage of new technologies, leverage our re-
sources by working with other involved parties, and strive to produce and distribute
pertinent, clear, and consistent educational materials.

As a result, we are pursuing a broad range of activities designed to support physi-
cians as they care for Medicare beneficiaries. For example, we are developing a sys-
tem to capture and compile the many individually answered questions that come
into the Agency. We plan to refine them into Frequently Asked Questions (FAQ)
lists, and make them widely available via our website, publications, speeches, and
other channels. This way we can provide consistent explanations not only to the in-
quiring physician, but any physician or provider that chooses to read or listen to
our communications.

In addition, we are consulting physicians about proposed program changes, devel-
oping an easy-to-use handbook to guide physicians through relevant Medicare laws
and regulations, and investigating physician concerns to find ways to simplify or
eliminate unnecessary Medicare requirements. The work of Team members has led
to changes to allow physicians to fax their orders for patients to receive wheelchairs
and other needed equipment, and to allow physicians to receive separate payments
for their work determining patients’ eligibility for the Medicare home health benefit.

To complement these efforts, we provide free information, educational courses,
and other services to the health care community using today’s advanced tech-
nologies. For example, we have a variety of resources available on the Internet at
www.hcfa.gov/MedLearn, the homepage for the Medicare Learning Network. This
Network provides timely, accurate, and relevant information about Medicare cov-
erage and payment policies, and serves as an efficient, convenient provider edu-
cation tool. For the six-month period of October 2000 through March 2001, the
MedLearn website averaged over 100,000 hits per month, with the Reference
Guides, Frequently Asked Questions and Computer-Based Training pages having
the greatest activity. Moreover, we are:

• Creating a more useful website. The existing array of Medicare information
on our agency website (www.hcfa.gov) for practicing physicians and their office
staff is extensive, but is poorly presented for their office and billing needs. We
are creating a new website architecture that takes this existing information and
organizes navigation to be both easy and intuitive to the physician user. The
same design is being used in creating a manual of ‘‘Medicare Basics’’ for physi-
cians. We just completed field-testing the first mock-ups for the project at the
recent American Medical Association House of Delegates meeting. Once this is
successfully implemented, we will move to organize similar web navigation tools
for other Medicare providers.

• Providing free computer and web-based training courses. Doctors, other
providers, practice staff, and other interested individuals can access a growing
number of informational courses designed to improve their understanding of
Medicare. Some courses focus on important administrative and coding issues,
such as how to check-in new Medicare patients or correctly complete Medicare
claims forms, while others explain Medicare’s coverage for home health care,
women’s health services, and other benefits. From October 2000 to March 2001,
the computer-based training courses have averaged over 14,000 hits per month.

• Sponsoring satellite broadcasts. We sponsor national satellite broadcasts for
physicians and other health care providers about Medicare topics such as wom-
en’s health, preventive benefits, and preventing errors and abuse. The broad-
casts can be viewed in hospitals, medical schools, and other Medicare Learning
Centers in volunteer locations across the country through satellite television.
Our broadcasts have also been picked-up by FOX Health and GE’s JIP TV Net-
work.

• Issuing e-mail updates. To share information as quickly as possible, we are
e-mailing updates about the OPPS and HHPPS to interested hospitals, home
health agencies, and others. As of February 2001, almost 10,000 subscribers re-
ceived timely updates about these topics such as the two new prospective pay-
ment systems implemented in 2000 for outpatient hospital services and for
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home health services. We are exploring ways to provide e-mail updates to physi-
cians and other providers.

• Conducting monthly conference calls with physicians. Each month, we
are holding conference calls with physician organizations across the country to
provide information and obtain feedback on topics of concern. The calls are open
to representatives of more than 100 national, state, and specialty associations.
Participating associations often share information from these calls with their
physician members. Our staff, including physicians, also attend national, state,
and local medical society meetings to meet with physicians, to hear their con-
cerns, and to explain Medicare policies in greater detail.

• Simplifying evaluation and management guidelines. In June 2000, we
held a town hall meeting with physicians to discuss a new proposal to simplify
the documentation guidelines for physician office visits under Medicare. After
the town hall meeting, we sought and obtained broad input from practicing phy-
sicians, including the Practicing Physician Advisory Council, and we continue
to refine the guidelines and are preparing to pilot test them later this year. We
also sent a letter to more than 800,000 physicians on how to address the most
common documentation problems. We also recently implemented a process to do
testing of major claims systems changes with providers before those changes are
fully implemented to ease their transition to new systems. We want to develop
guidelines that make sense to physicians while ensuring accurate payment for
their services, and then we make a strong effort to educate physicians about
any changes to the payment system.

• Preventing errors through compliance guidance. Last summer, we worked
with the HHS Inspector General to develop guidance for physicians and pro-
viders on how to comply with Medicare policies, and invited public comments
on this guidance. Additionally, we are sharing feedback with physicians and
providers, both on an individual and community level, about how to correct and
prevent the types of errors identified in medical review of claims. This will help
to reduce the number of improper claims among the vast majority of physicians
and providers who make only honest errors.

• Creating a Resident Training Program. We are reaching out to new physi-
cians, making Medicare information available to residents at teaching hospitals
and medical schools to introduce them to Medicare and ensure they have an un-
derstanding of the program’s policies early on in their careers. This program in-
cludes an in-person training session, a video, computer-based training course,
and a comprehensive training manual.

CONCLUSION

Physicians and other providers play a crucial role in caring for Medicare bene-
ficiaries. We have taken many steps toward improving our physician and provider
education efforts and sharing important information so it is easier for physicians
and providers to follow Medicare’s laws and regulations without having to turn to
consultants. We recognize we have a number of issues to address, and we are seek-
ing the health care community’s input as we work with our contractors to further
enhance our working relationship with physicians, providers, and their staffs, while
fulfilling our responsibility to safeguard the Medicare trust fund. I appreciate the
opportunity to discuss coding consultants and our provider education efforts with
you today, and I am happy to answer your questions.

PREPARED STATEMENT OF DR. KATHRYN LOCATELL

Dear Senators Baucus and Grassley,
Thank you for inviting me to speak before the Committee concerning my partici-

pation in the General Accounting Office’s investigation of health care consultants
that advise physicians and medical groups how to enhance revenues for their prac-
tices and avoid audits.

Pressures to contain and reduce the costs of providing health care have had a
major impact on the practice of medicine, and will increasingly shape the way care
is provided as our population ages. The costs of fraud and abuse are of additional
concern as a substantial portion of our global health care spending is wasted. I am
a physician specializing in internal medicine and geriatric medicine, and have prac-
ticed in both managed care and fee-for-service environments. When asked by GAO
to assist in the investigation of consulting companies that market themselves to
physicians and medical groups regarding revenue-enhancement and compliance with
anti-fraud measures, I was intrigued because of a prior experience with such an or-
ganization.
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1 ‘‘Evaluation and management’’ services refer to the work that physicians do that does not
involve a procedure. Traditionally and to this day, doctors are paid more for procedures than
for ‘‘mental work’’. The current system to determine payment for evaluation and management
services was developed in order to compensate physicians more when they do more mental work,
i.e. the patient’s problems are more numerous, more complex, there are more treatment options
or diagnostic decisions to be made, and there is more risk to the patient involved in terms of
serious outcomes from the problem(s) at hand.

While employed as a faculty member of the faculty of the University of California,
Davis School of Medicine in early 1998, I attended a ‘‘mandatory’’ seminar about
coding and billing for faculty outpatient medical care presented by consultants to
the medical center. The seminar was arranged in anticipation of a government audit
of billing practices in academic institutions. The medical center at the University
of Pennsylvania had recently been audited and been made to pay fines of approxi-
mately $40 million; the UC system was preparing for the potential of a similar ac-
tion by the government within UC.

Most of the faculty’s outpatient clinical activities were conducted for the purposes
of teaching as well as providing patient care. A medical student or physician-trainee
(intern, resident or fellow) would see the patient initially, perform a history and
physical examination (usually quite exhaustive, as the trainee was still learning
what was important), and then present the findings to an attending faculty member.
Discussion and teaching would ensue, followed by a joint visit with the trainee and
faculty member. The attending faculty was responsible for determining the billing
code for the visit.

The purpose of the coding seminar was to educate the faculty about how to accu-
rately bill for clinic visits. Of particular importance was the need to document that
the faculty member had validated all of the information that had been gathered by
the trainee. To that end, new encounter forms for clinic visits were being rolled out
to aid the faculty and the trainees in documenting what information had been col-
lected during the course of the visit in order to justify the (higher) billing code. It
was made clear to us that the primary purpose of the new forms was to enable bill-
ing at a higher reimbursement level.

What I and the other faculty members with whom I discussed the seminar after-
ward took away from this was that we were to ‘‘game the system’’—that is, bill at
a higher level because the trainee had gathered and documented information suffi-
cient to justify the higher billing codes, regardless of medical necessity, in order to
bring in more revenue for the medical center.

This same theme, that documentation is the key to higher billing codes (and thus
higher revenues), permeated the seminars and workshops that I attended with the
GAO during the course of this investigation. Similarly, regarding compliance plans,
‘‘audit-proofing’’ your practice was simple if you adhered to a formulaic documenta-
tion system designed to ensure that the needed elements for billing at a higher level
were recorded in the patient’s chart.

On the face of it, it seems reasonable that higher reimbursement is given for more
complicated physician work—this is the basis for the Evaluation and Management 1

system of payments to physicians. However, what is missing from the schema is a
defined way to determine that a given quantity of work was medically necessary.
The information presented to us at the seminars did not include any method of doc-
umenting or ensuring that the services billed for were medically necessary. Rather,
it was implicit, as in the sample case of billing at a high level for a visit by a 14-
year-old with a sore throat by adding documentation, that the medical necessity
would not be questioned, or that if it was, the documentation would support that
the service provided and billed for was reasonable and prudent.

One of the consultants we contacted advocated incorporating ‘‘ancillary’’ services,
such as offering Holter monitors for cardiac patients and peripheral nerve testing
for diabetics, into ‘‘our practice’’ in order to enhance revenues. The use of extended
service codes (based on time, resulting in higher reimbursement) for Alzheimer’s pa-
tients was also recommended, since obviously it would take longer to gather infor-
mation from a patient with dementia. I, as the primary beneficiary of such enhance-
ments, would then be able to go out and buy that new Lexus or that Kincaid paint-
ing I had my eyes on! Justifying the performance of the testing was easy if we sim-
ply documented the ‘‘right’’ diagnosis codes, independent of the actual medical neces-
sity for the procedure. This consultant advertises on his Internet web site that he
can increase physician practice revenues by ‘‘$10,000 per month’’ through the gen-
eration and performance of such tests in the physician’s office. One of the services
offered includes an on-site visit to the practice and assistance with setting up the
ancillary services, with a percentage of the revenues generated to be paid to the con-
sultant in the process.
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In conclusion, the information we gathered in the course of our investigation sug-
gests that the consultants marketing to and attracting physicians and physician
groups advocate enhancing revenues in an ‘‘audit-proof’’ fashion through systematic
documentation efforts, regardless of medical necessity. The timbre of these seminars
was consistent with my prior experience in an academic medical center. In spite of
cost reduction and containment pressures, providers of health care to Medicare
beneficiaries continue to practice in a climate and culture where maximizing reim-
bursement and avoiding audits are emphasized. In my opinion, improving efforts to
reduce fraud and abuse should include increasing the focus on issues of medical ne-
cessity.

Thank you, and I respectfully request that you make my statement part of the
official hearing record.

PREPARED STATEMENT OF LEWIS MORRIS

Good morning Mr. Chairman. I am Lewis Morris, Assistant Inspector General for
Legal Affairs at the U.S. Department of Health and Human Services, and I am here
to discuss vulnerabilities that may arise from the use of billing consultants by pro-
viders.

Health care providers who take care of Medicare and Medicaid beneficiaries
should be fully compensated for their services. Therefore, it is entirely reasonable
and beneficial for them to use expert consultants to help navigate the sometimes
complex rules of health care programs. However, expert knowledge and sophisti-
cated billing techniques should never be used to abuse Medicare or Medicaid. Today
I will share some examples of providers and consultants that stepped out of bounds
and violated our trust.

Needless to say, when laws are broken by consultants, the Office of Inspector
General (OIG) takes action to investigate the allegations and seek appropriate civil
and criminal penalties. Our preference, however, is to work with the health care in-
dustry to promote ethical conduct, ensure quality care for beneficiaries, and thus
avoid the need for enforcement actions. To this end, in my testimony today I will
describe the vital role that consultants play in the health care system, identify ques-
tionable practices engaged in by a small minority of consultants, and emphasize the
need for providers to exercise good business sense when selecting a consultant.
Consultants’ Role in Health Care

We believe that most consultants, like most providers, are honest and that the
majority of relationships between providers and consultants serve legitimate busi-
ness purposes. Providers use the services of consultants, such as accountants, attor-
neys, business advisors, and reimbursement specialists, for many bona fide reasons.
These include improving the efficiency and effectiveness of the provider’s operations
(including its coding and billing systems), conserving resources through outsourcing,
and ensuring compliance with applicable laws, regulations, and rules. Responsible
consultants play an integral role in developing and maintaining practices that en-
hance a client’s business objectives, as well as in improving the overall efficiency
of the health care system.
Consultants and Providers Subjected to Penalties

Notwithstanding the benefits that can be derived from the use of consultants, a
small minority of consultants engage in improper practices and encourage abuse of
the Medicare and Medicaid programs. Depending on the circumstances, these prac-
tices can expose both the consultant and his or her clients to potential legal liability.
The following are some examples of how unscrupulous consultants can undermine
the integrity of the Federal health care system.

In one case, two consultants advised more than 100 hospitals improperly to
unbundle clinical laboratory tests into their component parts and bill higher rates
for the individual components. The consultants first sent letters to hospitals claim-
ing they had methods of increasing Medicare revenues for laboratory services. If a
hospital engaged their services, the consultants conducted an on-site visit, assessed
the hospital’s coding and billing ¶procedures, and then advised on ‘‘reimbursement
maximization’’ techniques. Although some of the advice was legitimate, some re-
sulted in hospitals submitting false claims for unnecessary tests and for services
that were not provided as claimed.

Facing civil charges, the two consultants each agreed to pay $30,000 and to be
excluded from the Medicare and Medicaid programs for 3 years. Of equal impor-
tance, they agreed to cooperate in the Government’s effort to investigate the hos-
pitals that benefitted improperly from the billing scheme. To date, the investigations
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have resulted in civil actions against 36 hospitals and the payment of fines and pen-
alties in excess of $11 million. In addition to the monetary recovery, the OIG re-
quired the hospitals to adopt and implement certain integrity measures to prevent
a recurrence of the fraud.

Another example of abuse is found in the recent case of a billing consultant that
contracted with physicians to code, bill, and collect for emergency department serv-
ices. Our investigation found that the consultant’s employees were routinely billing
Medicare and Medicaid for higher levels of treatment than were provided or sup-
ported by medical record documentation. The consultant was found liable under the
False Claims Act and agreed to pay $15.5 million to resolve his civil and administra-
tive monetary liabilities. The Government is continuing its investigation of the phy-
sicians who benefitted from the fraudulent billing practices. To date, the consult-
ant’s clients have paid $5.8 million to resolve the civil liabilities stemming from this
fraud scheme.

In yet another example, a hospital contracted with a coding consultant who
claimed he could help maximize Medicare revenues by ‘‘optimizing’’ the coding of
claims associated with pneumonia patients. That hospital agreed to pay the Govern-
ment to settle allegations that the hospital improperly upcoded Medicare claims. An
additional 26 hospitals also have settled their civil and administrative liabilities for
a total of $26.8 million. The consultant and many more hospitals are currently
under investigation for their participation in this fraud scheme. Of particular con-
cern in this case, other consultants learned of the pneumonia upcoding scheme and
also encouraged their hospital clients to falsify Medicare claims for the treatment
of pneumonia. As the word spread among consultants, the scheme expanded
throughout the hospital industry.

In these examples, both the consultants and their clients were implicated in the
fraud scheme. We suspect that in other instances, unethical health care consultants
carefully craft their advice to bring their clients up to the line, without expressly
advocating illegal behavior. This aggressive and unethical approach puts the client,
as well as the Federal health care programs, at substantial risk. Ultimately, pro-
viders need to recognize that hiring a consultant does not relieve them of the re-
sponsibility to ensure the integrity of all of their dealings with Medicare and Med-
icaid.
Misuse of Federal Agency Names

Unethical consultants sometimes attempt to enhance their credibility by claiming
that their services are endorsed by the Government. For example, a consultant cur-
rently under investigation made false representations that its seminars were sanc-
tioned by Medicare and that attending the seminars was mandatory to maintain a
Medicare provider number. In truth, the Medicare program does not condition par-
ticipation in the program on a provider attending seminars. Pursuant to section
1140 of the Social Security Act, the OIG may impose civil monetary penalties of up
to $5,000 per misrepresentation against anyone who uses various specified words,
acronyms, and symbols, such as ‘‘Social Security,’’ ‘‘Health and Human Services,’’
and ‘‘HCFA’’ to convey the false impression that they are approved or endorsed by
our agencies. We are working to end these abusive marketing practices.

Recently, we have become aware of a company that uses its website to claim false-
ly that its health care business venture has OIG approval. Although this is a signifi-
cant misrepresentation, the OIG’s ability to address the problem is limited because
the terms ‘‘Office of Inspector General’’ or ‘‘OIG’’ are not expressly protected by the
statute. With the recent name change of the Health Care Financing Administration
to the Centers for Medicare and Medicaid Services, many sections of the Social Se-
curity Act will need revising. This would be a good time to add the terms ‘‘Office
of Inspector General’’ and ‘‘OIG’’ to the appropriate sections to preclude further mis-
representation of OIG approval or endorsement.
Other Questionable Activities

In addition to misrepresenting an affiliation with the Federal health care pro-
grams, some consultants make claims that are simply too good to be true. Although
not necessarily illegal, health care providers should be leery of doing business with
anyone who relies on puffery or half-truths. In our experience, providers that suc-
cumb to the temptation to cut corners or game the reimbursement system can face
civil and criminal liability.

Promises or guarantees that may be problematic could include, for example:
• A valuation consultant promising that its appraisal of a physician’s practice will

yield a ‘‘fair market value’’ that satisfies a client’s demand for a particular valu-
ation, regardless of the actual value.
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1 For purposes of simplicity, the term ‘‘providers’’ as used in this bulletin refers to providers,
suppliers, and practitioners that provide items or services payable in whole or in part by a Fed-
eral health care program.

• A billing consultant representing that its advice will result in a specific dollar
or percentage increase in Medicare reimbursements, regardless of the prospec-
tive client’s particular circumstances. The consultant’s fee is often based on a
percentage of the increased reimbursement.

• A consultant promising to increase Medicare revenues for laboratory services by
showing its clients how to disguise double billings and claims for medically un-
necessary services.

• A reimbursement specialist suggesting that a client use inappropriate billing
codes in order to elevate reimbursement and describing methods to avoid detec-
tion.

• A consultant advising a client to modify or customize a routine medical supply
in an insignificant manner solely to justify billing the item at a higher rate.

• A reimbursement specialist suggesting that a client bill for an expensive item
with a high reimbursement rate when a less expensive item with a lower reim-
bursement rate was actually provided to the patient.

Using Good Business Sense when Selecting a Consultant
Not all consultants attempt to mislead providers or Medicare. To the contrary,

most consultants provide valuable services to providers and, indirectly, to the Medi-
care and Medicaid programs. Consultants gain insights from their experiences with
different clients, and providers can benefit from this expertise and ‘‘best practices’’
knowledge. We believe that only a small minority of consultants engage in question-
able marketing practices or promote abuse of the Medicare and Medicaid programs.
The examples I have discussed show that providers must be vigilant and exercise
judgement when selecting and relying on consultants. The axiom still applies: ‘‘If
it looks too good to be true, it probably is.’’

Both providers and consultants need to avoid business relationships that can
place them in jeopardy of violating health care laws and regulations. To assist pro-
viders and consultants in avoiding these pitfalls, today we are issuing a Special Ad-
visory Bulletin on Practices of Business Consultants. This Bulletin alerts providers
to certain abusive consultant practices that have come to our attention. Such prac-
tices may raise concerns for providers and may put the Medicare and Medicaid pro-
grams at increased risk. The Bulletin, like the OIG’s compliance guidances and ad-
visory opinions, is another tool for each provider’s compliance tool box.
Conclusion

Mr. Chairman, I hope my testimony and our Advisory Bulletin will help prevent
inappropriate practices of business consultants. I would be pleased to answer any
questions you may have. Thank you.

* * *

DEPARTMENT OF HEALTH AND HUMAN SERVICES,
OFFICE OF INSPECTOR GENERAL.

[SPECIAL ADVISORY BULLETIN]

PRACTICES OF BUSINESS CONSULTANTS

June 2001

INTRODUCTION

The Office of Inspector General (OIG) was established at the Department of
Health and Human Services by Congress in 1976 to identify and eliminate fraud,
abuse, and waste in the Department’s programs, including the Medicare and Med-
icaid programs, and to promote efficiency, economy, and effectiveness in depart-
mental operations. Historically, the OIG has primarily carried out this mission
through a nationwide program of audits, investigations, and inspections. More re-
cently, the OIG has augmented its efforts to detect fraud, abuse, and waste with
increased efforts to promote prevention through the issuance of guidance to the
health care industry.

Providers, suppliers, and others 1 involved in the health care industry not only
serve the health care needs of Federal program beneficiaries, but they also play an
essential role in safeguarding the integrity of the Federal programs. As part of our
commitment to working with industry, we want to alert providers to certain mar-
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2 The practices described in this bulletin are illustrative, and this bulletin does not purport
to identify every potentially improper practice arising from the relationship between a provider
and a consultant, nor does it purport to identify every potential violation of the criminal or civil
statutes. In particular, this bulletin is not intended to identify every potential violation of the
False Claims Act or the Anti-Kickback Statute, although some of the practices described may
contribute to, or increase the risk of, violations of these provisions. This bulletin does not ad-
dress the many fraud and abuse concerns that arise from sham consulting arrangements.

3 The Health Care Financing Administration (HCFA) is being renamed the Centers for Medi-
care and Medicaid Services; misuse of the eitehr the new or former name would be equally de-
ceptive.

4 Section 1140 of the Social Security Act prohibits the improper use of the words ‘‘Medicare’’,
‘‘Medicaid’’, ‘‘Health Care Financing Administration’’, ‘‘HCFA’’, ‘‘Department of Health and
Human Services’’, ‘‘DHHS’’, ‘‘Health and Human Services’’, ‘‘HHS’’, ‘‘Social Security’’, ‘‘Social Se-
curity Account’’, ‘‘Social Security System’’, ‘‘Social Security Administration’’, ‘‘Supplemental Secu-
rity Income Program’’, ‘‘SSI’’, and ‘‘SSA’’, and any variation on these words, as well as the sym-
bols or emblems for the SSA, HCFA and HHS. Violations are punishable by civil money pen-
alties of $5,000 per violation (in the case of mail solicitation or advertisement, each piece of mail
constitutes a separate violation) or $25,000 in the case of a broadcast or telecast. The OIG en-
forces this authority.

keting and other practices used by some independent consultants that should con-
cern providers and that may put the Medicare and Medicaid programs at increased
risk of abuse. While some of the practices described in this bulletin may not them-
selves rise to the level of fraud and may not be illegal in all cases, all of the prac-
tices increase the risk of abuse of the Medicare and Medicaid programs. We encour-
age providers to recognize and protect themselves and the Federal programs against
these questionable practices.

Providers use the legitimate services of consultants, such as accountants, attor-
neys, business advisors, and reimbursement specialists, for many bona fide reasons,
including, for example, improving the efficiency and effectiveness of the provider’s
operations (including its coding and billing systems), enhancing the accuracy of the
provider’s claims, conserving resources through outsourcing, and ensuring compli-
ance with applicable laws, regulations, and rules. Responsible consultants play an
integral role in developing and maintaining practices that enhance a client’s busi-
ness objectives, as well as in improving the overall integrity of the health care sys-
tem.

We believe that most consultants, like most providers, are honest and that the
vast majority of relationships between providers and consultants are legitimate
business activities. Unfortunately, a small minority of unscrupulous consultants en-
gage in improper practices or encourage abuse of the Medicare and Medicaid pro-
grams. Depending on the circumstances, these practices may expose both the con-
sultants and their clients to potential legal liability.2 Hiring a consultant does not
relieve a provider of responsibility for ensuring the integrity of its dealings with the
Federal health care programs.

QUESTIONABLE PRACTICES

To safeguard themselves, providers engaging the services of consultants should be
alert to the following questionable practices:

Illegal or Misleading Representations. Consultants may make illegal or
misleading statements or representations about their relationship with the
Medicare program, the Centers for Medicare and Medicaid Services (CMS),3 or
the OIG. For example, consultants may misrepresent that they have ‘‘inside’’ or
‘‘special’’ access to the OIG or to OIG materials. In other cases, consultants may
misrepresent that their services or products are approved, certified, or rec-
ommended by Medicare, CMS, the Department of Health or Human Services,
or the OIG. Such claims are misleading and potentially harmful to well-mean-
ing providers. Illegal or misleading statements or representations include, for
example:

• An educational consultant misrepresenting that its Medicare reimbursement
seminars are mandatory for obtaining or maintaining a Medicare provider num-
ber. Although such training may be valuable, the Medicare program does not
require a provider to attend training courses in order to participate in the Medi-
care program.

• A consultant misrepresenting that a provider that fails to attend its ‘‘Medicare-
sanctioned’’ seminars will be subject to government penalties. In truth, the gov-
ernment does not penalize providers for such conduct.

• A consultant improperly using Federal program logos or symbols on its mar-
keting materials.4
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5 The False Claims Act ascribes liability only where the party knows or acts with reckless dis-
regard or deliberate ignorance of the falsity of the claim.

6 The OIG’s compliance guidances are available on our webpage at http://www.hhs.gov/oig.

• A consultant claiming that it is recommended by the OIG. The OIG does not
recommend or endorse particular consultants or particular consultants’ services.

• A compliance consultant falsely asserting or implying that it offers recognized
accreditation or certification for compliance programs or compliance officers.

Promises and Guarantees. Consultants may explicitly or implicitly promise or
guarantee specific results that are unreasonable or improbable. In some cases, con-
sultants may resort to improper means to effectuate these promises or guarantees,
such as submitting false claims or preparing false cost reports on behalf of a client.
This misconduct potentially subjects both the consultant and the provider to liability
under the False Claims Act.5 Problematic promises would include, for example:

• A valuation consultant promising or assuring a client that its appraisal of a
physician’s practice will yield a ‘‘fair market value’’ that satisfies the client’s
need for a particular valuation, regardless of the actual value of the practice.

• A billing consultant promising a prospective client that its advice or services
will produce a specific dollar or percentage increase in the client’s Medicare re-
imbursements. The consultant’s fee is often based on a percentage of this in-
creased reimbursement.

Encouraging Abusive Practices. Some consultants may knowingly encourage
abuse of the Medicare or Medicaid programs. In some cases, reimbursement special-
ists or other consultants advocate that their clients engage in aggressive billing
schemes or unreasonable practices that are fraudulent or abusive of the Medicare
or Medicaid programs. This conduct potentially subjects both the consultant and the
client to liability under the False Claims Act. For example:

• A reimbursement specialist may suggest that a client use inappropriate billing
codes in order to elevate reimbursement and may describe methods to avoid de-
tection.

• A consultant may encourage a client to modify or customize a routine medical
supply in an insignificant manner to justify billing the supply as a device that
generates higher reimbursement.

• A reimbursement specialist may advise a client to bill for an expensive item or
service with a high reimbursement rate when a less expensive item or service
with a lower reimbursement rate was actually provided to the patient.

• A consultant may advise a client to adopt a patently unreasonable interpreta-
tion of a reimbursement law, regulation, or rule to justify substantially greater
reimbursement.

• A consultant may promise to increase Medicare revenues for laboratory services
by showing its clients how to disguise double billings and claims for medically
unnecessary services.

• A consultant may suggest the creation of deceptive documentation in order to
mislead potential reviewers.

Discouraging Compliance Efforts. Some consultants may make absolute or
blanket statements that a client should not undertake certain compliance efforts
(such as retrospective billing reviews) or cooperate with payor audits, regardless of
the client’s circumstances. As reflected in the OIG’s compliance guidances,6 the OIG
believes that voluntary compliance efforts, such as internal auditing and self-review,
are important tools for doing business with the Federal health care programs. Left
undetected and, therefore, unchecked and uncorrected, improper billing or other con-
duct may exacerbate fraud and abuse problems for a provider in the future.

CONCLUSION

Consultants who abuse their position of trust pose a risk to their provider clients,
to the Federal health care programs, and to themselves. While most consultants are
honest and provide valuable services to their clients, a small minority engage in
questionable practices or promote abuse of the Federal health care programs. In
general, if a consultant’s advice seems too good to be true, it probably is. We urge
providers to be vigilant and to exercise judgment when selecting and relying on con-
sultants.
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COMMUNICATIONS

STATEMENT OF THE NATIONAL ASSOCIATION OF HEALTHCARE CONSULTANTS

[SUBMITTED BY REBECCA ANWAR, PH.D., PRESIDENT]

Let me take this opportunity to express my sincere appreciation to the Senate Fi-
nance Committee for asking us to present a statement as it relates to consultants
who advise physicians. I am pleased that you have given us the opportunity to dis-
cuss our organization’s experience via its broad national membership representa-
tion.

The National Association of Healthcare Consultants was formed to bring together
a number of consulting groups. Its history involves members from organizations that
were in existence since 1932. It evolved as an organization designed to facilitate
highly regarded professionals, focused on service to the healthcare market on a wide
array of business issues, with the opportunity to share experiences and learn from
one another. The Association promotes education and a number of members are cer-
tified healthcare consultants and/ or carry other certifications through other profes-
sional organizations.

Attached to this document is a copy of the Association’s bylaws and code of ethics.
Members are required to demonstrate that they both meet and are willing to con-
tinue to abide by the association’s bylaws and ethics standards.

We appreciate that the Senate Finance Committee has concerns regarding con-
sultant coding advice to physicians and other provider groups. The issue of physi-
cian and provider billing is a complex one. Practicing physicians receive information
on coding and billing from a number of sources. Information is provided by medical
societies, Medicare, Medicaid, and other payers. In addition, there is the Internet
and listserv resources, as well as publications such as magazines, newsletters, and
books. There are also companies that offer seminars on coding and reimbursement.

A number of members offer coding advice to physicians, either directly or through
other individuals in their firms. We state unequivocally that, to the best of our
knowledge, there has never been a complaint received by the Board of Directors or
Association headquarters by a member consultant or by a provider (physician, non-
physician provider, or otherwise) regarding coding advice.

Billing for medical services is, probably, the most complicated and highly regu-
lated form of invoicing that exists in the United States. Many of our members assist
physicians with meeting these arduous billing guidelines as well as other compli-
ance standards. In fact, the physicians are requesting these services. The objective
of a consultant should be to have the physicians consistently implement work proce-
dures that are compliant with reimbursement related rules and regulations.

Existing legislation such as HIPAA, Fraud and Abuse regulations, and the tools
provided to the Office of the Inspector General, incorporate significant penalties and
recourse. They are of great concern to physicians and their staff. Advisors in the
billing arena including consultants and billing service companies are equally pre-
occupied and focused on the issues.

Many of our members have expressed concern that clients are considering leaving
the Medicare or Medicaid program, or ‘‘opting out’’ of other payer arrangements due
to the high degree of regulatory risk, even when ‘‘innocent mistakes’’ are made. We
do not think it is the intent of the Federal government to reduce access to care.

Change is expensive. The National Correct Coding Initiative provides billing infor-
mation and changes quarterly. Medicare carriers may change guidelines on an even
more frequent basis. Additionally; Medicare carriers vary from State to State on
their interpretation of the rules. They also have latitude, in some cases, to make
their own roles.

Private insurance carriers make their own rules, sometimes in conflict with the
coding standards established by the American Medical Association.

VerDate 11-MAY-2000 09:54 Apr 22, 2002 Jkt 000000 PO 00000 Frm 00053 Fmt 6601 Sfmt 6621 78429.000 SFINANC2 PsN: SFINANC2



50

Studies by Medicare and other payers indicate that if physician’s coding is evalu-
ated according to the services actually rendered and medically indicated, the physi-
cians are under coding. When physicians implement comprehensive documentation
for service rendered, the payers should expect to see an increase in payments. Con-
sultants are being asked by physicians to assist with documentation education and
methods to make the task easier.

As a body of consultants, we support the importance of correct coding. However,
we do not believe that the current complexities of coding result in significant over-
payments to physicians.

The Association offers the following recommendations:
1. Standardize coding guidelines by requiring payers to:

a) Implement coding policies that are consistent with the standards
established by the American Medical Association.

b) Communicate coverage and payment policies to physicians and pa-
tients.

c) Inform providers of limitations in covered services including spe-
cific conditions and/or frequency of services.

d) Provide reference and training materials relevant to coverage and
payment policies.

2. Use HIPAA regulations to achieve compliance with the standardized guide-
lines.

3. Use the existing enforcement rules within the Office of the Inspector Gen-
eral to ensure compliance with coding and billing related rules and regulations.

We thank you for the opportunity to supply information as it relates to our mem-
bership and some of their experiences in the billing and coding arena. We apologize
that the short notice we received did not allow for sufficient time for a consultant
representative to rearrange their schedule to appear before you. We would certainly
welcome future contact with the Committee as it relates to this or other issues.
Attachment.

NATIONAL ASSOCIATION OF HEALTHCARE CONSULTANTS

BYLAWS

As Amended:
June 17, 1995
June 21, 1996
June 26, 1998
June 22, 2000
Oct. 27, 2000

ARTICLE I

NAME

The name of this organization shall be the ‘‘National Association of Healthcare
Consultants.’’

ARTICLE I

PURPOSE AND MISSION

The purpose for which the Association is formed shall be:
1. To provide group association for those interested in and qualified to render

business management and consulting services to the Healthcare professions in an
ethical and professional manner;

2. To develop among Association members the broadest possible interpretation of
the need for our services by the professions, and to promote such services through
publications and associations;

3. To develop a better understanding on the part of the healthcare professions of
the aims and objectives of Association members;

4. To promote greater proficiency in professional business management and con-
sultant services through the voluntary exchange of scientific and educational ideas,
information and operating experiences and by special programs;

5. To gain the benefits and inspiration of an association among members based
on mutual respect, full cooperation, and ethical consideration of our business and
personal relations with each other;

6. To actively encourage its members to become Certified Healthcare Business
Consultants and to promote the designation among the professions we serve. To this
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end, the Association will provide education and training to assist members in ful-
filling the requirements of certification and provide support and funding for the Cer-
tification Committee.

ARTICLE III

MEMBERSHIP

Section A. Classes of Membership
The Association shall be composed of Fellow, Active, Affiliate, and Life Members.
1. Fellow Members: Individuals who have met and continue to meet the require-

ments for and have been voted to Active Membership. In addition, they will be re-
quired to have been Certified by the Institute of Certified Healthcare Business Con-
sultants as well as complete fifty (50) hours of Active Continuing Professional Edu-
cation every two years. Fellow Members shall have the right to participate and vote
in all Annual and special meetings of the Association.

2. Active Members: Active Members shall complete fifty (50) hours of Active
Continuing Professional education every two (2) years; attend one Association spon-
sored meeting every three (3) years; have spent at least 75 percent of gainful em-
ployment time engaged in professional business management or consulting services
for healthcare professionals for at least the preceding two (2) years at the time of
initiation to Active Membership; have demonstrated competency in this field; and
have been in compliance with the Code of Ethics and Rules of Professional Conduct
of this Association. Active Members shall have the right to participate and vote in
all Annual and special meetings of the Association. Active Members who fail to meet
the meeting attendance requirement at any time shall automatically become Affil-
iate Members until that requirement is again met.

3. Affiliate Members: Individuals who are engaged in the business of providing
professional business management or consulting services for healthcare profes-
sionals, and who otherwise do not choose to be considered as a candidate for Active
Membership and/or who do not meet all or some of the eligibility requirements for
Active Membership shall be eligible for Affiliate Membership. Affiliate Members
shall not have the right to vote in any Annual or special meetings of the Associa-
tion, nor serve on the Association’s Board of Directors, but are otherwise entitled
to the rights and privileges of Active Membership, except that they shall not be per-
mitted to display the association logo on letterhead, correspondence and similar ma-
terials.

4. Life Members: Individuals who are no longer engaged in the business of pro-
viding professional business management or consulting services for healthcare pro-
fessionals, and who otherwise meet the eligibility requirements for Fellow and Ac-
tive Membership, and have served the Association and have held membership for
over eight years shall be eligible for Life Membership. Life Members shall be enti-
tled to attend annual meetings and special meetings, but they shall not be entitled
to vote. Service years in SPBC, PM Group, SMD, and ICHBC shall be credited to
members of these organizations who joined the Association prior to July 1, 1997.
Section B. Admission to Membership

1. Eligibility for Membership: All Members shall accept and abide by these By-
laws in their entirety, and shall accept the Code of Ethics currently in effect and
as they may be amended from time to time. The status of membership shall be con-
clusive evidence thereof and shall be contingent thereon.

2. Proposal of Candidates: Prospective Members shall make application in the
form and manner prescribed by the Board of Directors.

3. Election to Membership:
a. Fellow, Acts and Life Members shall be elected by a majority vote of the

Voting Membership attending an annual meeting, pursuant to Article VIII, Sec-
tion E, of these Bylaws. b. Affiliate Members shall be granted membership upon
review and approval of application by the Secretary or his/her designee.

Section C. Retention of Membership
Continued membership status is contingent upon payment of annual dues and

meeting such other requirements as are specified in Article III, Section A of these
bylaws.
Section D. Changes in Membership

1. Resignations: Any Member who is not in arrears in any financial obligation
and is in full compliance with all membership requirements may resign in good
standing. Resignations shall be made in writing to the Secretary.

2. Termination for Cause: A membership may be terminated by three-fourths
vote of the Board of Directors upon finding of cause. No member shall be terminated
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for cause without having first been notified in writing of the reasons therefore and
afforded an opportunity for a hearing before the Board of Directors.

3. Reinstatement: A Member who has resigned while in good standing may be
reinstated within three years by a majority vote of the Board of Directors.

ARTICLE IV

DUES

Section A. Annual Dues
1. Amount: The Board of Directors may establish annual dues and assessments

for each class of Members in such amounts as may be deemed appropriate to defray
expenses and to establish and maintain reserves of the Association.

2. Payment: Annual dues are payable as determined by the Board of Directors.
The Board of Directors shall have the authority to establish appropriate delinquency
fees. Members whose dues are three months delinquent shall have their member-
ship terminated automatically. In cases of hardship and upon written application
from a Member to the Board of Directors, the Board may make other arrangements.

3. Resignations: A resigning member shall remain liable for all unpaid dues and
assessments for the full fiscal year in which the resignation took place, unless the
effective date of resignation occurs within 30 days after the commencement of the
fiscal year.

Section B. Initiation Fees
The Board of Directors may establish initiation fees for all classes of membership.

These fees will be in addition to the dues regularly assessed to members.

Section C. Reinstatement Fee
The Board of Directors may establish reinstatement fees for all Classes of Mem-

bership.

ARTICLE V

BOARD OF DIRECTORS

Section A. Eligibility
Voting Members shall be eligible to become members of the Board of Directors.

Section B. Nomination
The Nominating Committee shall present a slate of candidates to fill vacancies

on the Board of Directors. The slate shall be provided to the entire membership of
the Association at least 30 days before the Annual Meeting. Nominations may be
made from the floor at the Annual Meeting.

Section C. Election
Provided the number of nominees does not exceed the number of vacancies, the

Board of Directors may be elected by a majority vote of Voting Members by the
adoption of a slate presented by the Nominating Committee. In the event that the
number of nominees (whether on the slate or from the floor) exceeds the number
of directors to be elected, the election shall be by secret ballot. Each voting Member
present in person or by proxy shall be entitled to the same number of votes as the
number of directors to be elected, but cumulative voting shall not be allowed. Those
nominees receiving the most votes and a majority vote shall be elected. In the event
that fewer nominees receive a majority vote than there are seats to be filled, an ad-
ditional ballot or ballots shall be held until each seat is filled by majority vote. In
the event of a tie between two or more nominees for the last available seat, a run-
off balloting among only such nominees shall be held until such tie is resolved.
Board Members shall assume their duties at the close of the Annual Meeting at
which they are elected.

Section D. Term and Composition
1. The term of office shall be three years or until such time as a successor has

been duly elected and installed, except that the Officers and the Chairman of the
Certification Committee, shall serve one year terms. The terms of the directors
other than the Officers and Chairman of the Certification Committee shall be stag-
gered.

2. The Board of Directors shall be comprised of the Officers, nine elected voting
Members, and the Chairman of the Certification Committee.
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Section E. Duties
The Board of Directors shall have full authority to direct the operation of this As-

sociation. Consistent with these Bylaws, the Board shall determine all policies of
this Association and prescribe its various functions. The Board may appoint, dele-
gate authority to, and reasonably compensate an executive director and/or executive
secretary or any other agent.

Section F. Vacancies
Vacancies on the Board may be filled by majority vote of the remaining members

of the Board of Directors. Persons so elected shall serve for an unexpired term or
until their successors are elected and installed.

Section G. Removals
A Director may be removed by a two-thirds vote of the voting membership at an

annual or special meeting of the membership.

Section H. Meetings
The Board of Directors shall meet at the Annual Meeting of the Association, and

at such other times as may be deemed appropriate or necessary by the President
with the approval of a majority of the Board.

Section I. Executive Committee
There shall be an Executive Committee as defined in Article VI, Section A, which

shall have the power of the Board of Directors between meetings of the Board except
in matters of removal of a member, officer, or director. The Executive Committee
shall hold a meeting whenever deemed necessary by the President. The minutes of
the meetings of the Executive Committee shall be mailed to members of the Board
of Directors within two weeks and shall be submitted to the Board of Directors for
acceptance at its next meeting.

Section J. Quorum
A majority of the Board of Directors shall constitute a quorum. A majority of the

members of the Executive Committee shall constitute a quorum.

Section K. Referendum
Notwithstanding any authority granted to the Board of Directors by these Bylaws,

and subject to any limitation or restriction imposed by law, a referendum may be
initiated by any five voting Members of this Association. Upon proper evidence of
notification to all Voting Members of the Association, and upon proper evidence that
a majority of the total Voting membership affirms the proposed resolution, by what-
ever method of voting and at whatsoever time, then such resolution shall be consid-
ered an action of the Board of Directors and shall be executed by the Board of Direc-
tors.

Section L. Interested Director
Directors shall conduct themselves in accordance with the best interest of the As-

sociation. However, no transaction between the Association and any individual Di-
rector, or any firm in which he or she may have an interest by way of ownership,
employment or otherwise, shall be voidable solely because of such interest, provided
that the Director’s interest is fully disclosed to or otherwise known by the Board
of Directors. Any interested Director shall abstain from voting on any matter in
which the Director has an interest.

ARTICLE VI

OFFICERS

Section A. Composition
The officers shall consist of a President, a President-Elect, a Secretary-Treasurer,

and an Immediate Past President. They shall constitute the Executive Committee
and shall be ex officio voting members of the Board of Directors.
Section B. Election

1. The officers shall be elected by the Voting membership for a term of one year
or until their successors are elected and installed. A vacancy among the officers
shall be filled by the Board of Directors for the unexpired term or until their succes-
sors are elected and installed. The officers shall assume their duties at the close of
the annual meeting at which they are elected. In order to be elected an officer, an
individual must be a current member of the Board of Directors.

VerDate 11-MAY-2000 09:54 Apr 22, 2002 Jkt 000000 PO 00000 Frm 00057 Fmt 6601 Sfmt 6621 78429.000 SFINANC2 PsN: SFINANC2



54

2. The Chairman of Certification Committee cannot concurrently hold the office
of President or President-Elect.
Section C. Duties

1. President: The President shall be the executive officer of the Association, shall
preside at meetings of the Association, Board of Directors and Executive Committee,
is an ex-officio member of all committees, and shall perform such other and further
duties as may be determined from time to time by the Board of Directors. The Presi-
dent shall, with the approval of the Board of Directors, appoint committees not oth-
erwise provided for.

2. President-Elect: The President-Elect shall assist the President and assume
the duties of the Presidency in the absence of the President. The President-Elect is
an ex-officio member of all committees, and shall perform such other duties as may
be determined from time to time by the Board of Directors.

3. Secretary-Treasurer: The Secretary-Treasurer shall see that the minutes of
meetings for the Association, the Board of Directors, and the Executive Committee
are maintained, that a file of essential records of the Association is maintained, that
all dues and assessments are received, and that all payments are made in accord-
ance with the budget or the direction of the Board of Directors. The Secretary-Treas-
urer shall see that full and accurate accounts are maintained and that financial
statements are presented at the Annual Meetings of the Association and of the
Board of Directors, shall annually review the books of account and report to the
Board of Directors, and shall perform such other duties as may be determined from
time to time by the Board of Directors.

4. Immediate Past President: Duties include attending all Board of Directors
and Executive Committee meetings acting in an ex officio and advisory capacity.
Section D. Removal

An officer may be removed from office by a three-fourths vote of the entire Board
of Directors, or two-thirds vote of the entire membership by referendum or a two-
thirds vote of those attending an annual or special meeting of the membership.

ARTICLE VII

COMMITTEES

Section A. Committees and Responsibilities
The standing Committees and Sub-Committees shall be:
1. Certification Committee:
The Certification Committee shall be responsible for encouraging the certification

of Members by the Institute of Certified Healthcare Business Consultants. The
Chairman of the Certification Committee shall be appointed by the Executive Com-
mittee of the Association from among the members of the Institute of Certified
Healthcare Business Consultants, Inc., who are also members of the Association.

2. Membership Services Committee: This committee shall identify and rec-
ommend such services that might be appropriate to advance the purpose and mis-
sion of the Association.

3. Membership Committee:
The Membership Committee shall be responsible for identifying and recom-

mending candidates for Active Membership.
a. Ethics Sub-Committee:
The Committee shall review any ethics complaint filed by a member and make

a recommendation to the Board.
4. Bylaws Committee:
The Committee on Bylaws shall advise the Board of Directors on the interpreta-

tion of the Associations Bylaws (but the Board of Directors shall have final author-
ity to interpret the Bylaws with the advice of legal counsel) and shall appoint a par-
liamentarian for each Annual Business Meeting whose decisions as to procedure
shall be final.

5. Nominating Committee:
The Nominating Committee shall:

a. Present a slate of nominees to fill anticipated vacancies on the Board of
Directors in accordance with Article V, Section B.

b. Present a slate of officers to the Board of Directors in accordance with Arti-
cle VI, Section B.

c. Nominate at large 2 members at the Annual Meeting each year to serve
on the Nominating Committee the following year. Additional nominations can
be made from the floor.

d. Select and contact nominees.
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e. Make certain that all nominees are eligible and willing to serve, and also
are willing to serve as President or other officer, if elected.

f. To develop guidelines, policy, and procedure to be approved by the Board
as needed.

The Nominating Committee will be composed of 5 members: the Immediate Past
President, the President, the President-Elect, and two other Members elected by the
membership at the Annual Meeting. The Immediate Past President will serve as
chairperson.

6. Planning Committee:
The Committee on Planning shall consist of the President-Elect, who shall be its

Chairperson, the Chairpersons of all Committees, Sub-Committees, Ad Hoc Commit-
tees, and the Association’s Executive Director. The Committee on Planning Shall:

a. Develop, maintain and monitor a long range plan for the Association’s ac-
tivities.

b. Provide advice and recommendations to each other Committee and Sub-
committee of the Association with respect to actions, which may conflict with
such long range plans.

c. Develop and monitor the Association’s annual budget in concert with the
Secretary-Treasurer.

7. Education Committee:
The Committee on Education shall 1)establish educational goals andpriorities for

the Association and its Membership; 2) ascertain and monitor past educational pro-
gram acceptance; 3) obtain objective criteria of Members’ current educational inter-
est; and 4) monitor, approve and report to the Executive Committee on the activities
of the Sub-Committee on Educational Meetings. The Chairman of the Certification
Committee shall be an ex officio Member of the Education Committee.

8. Finance Committee:
The Finance Committee shall be responsible for recommending and monitoring

the annual budget of the Association. The Finance Committee shall consist of, but
not be limited to, the SecretaryTreasurer as chair and the President-Elect.

9. Marketing Committee:
The Marketing Committee shall develop and recommend programs to inform and

promote the Association to potential clientele. The Marketing Committee will also
inform non-members about the Association and promote the Association to other
peer professionals.

The Committee will be responsible for liaison activities between the Association
and other organizations or groups.

10. Vendor Committee:
The Vendor Committee shall be responsible for the following:

a. Developing and maintaining mutually beneficial relationships with those
companies that sell good and reputable products and services to the clients of
the Association’s members.

b. Invite those vendors identified above to display their goods at meetings of
the Association.

c. Coordinate the necessary activity between the vendors exhibiting at the
meetings and the meeting planners.

d. Determine the appropriate means and fees for vendors exhibiting at the
Association’s meetings.

e. Always be diligent that all of the relationships are appropriate in fact and
in appearance to all who may view them.

11. Statistics Committee:
The Statistics Committee shall be responsible for the following:

a. Facilitating the gathering of data from the members.
b. Determining the design, scope and format of the statistics reports.
c. Set policy regarding the statistics cost, and determine what is appropriate

and nonappropriate use of the statistics by members and non-members.
d. Select and work with the individuals, staff and or vendor(s) that will

produce the statistics.
Section B. Appointment & Election of Committee Members

With the exception of the Executive, Finance, Nominating, and Certification Com-
mittees, committee members and Chairs shall be appointed by the President with
the approval of the Board of Directors.
Section C. Special Committees

The President may appoint special committees with the approval of the Board of
Directors.
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Section D. Governance
Committees shall be subject to policies and procedures approved by the Board of

Directors.

ARTICLE VIII

MEMBERSHIP MEETINGS

Section A. Annual Meetings
The Annual Meeting shall be held at such time and place as the Board of Direc-

tors may d direct direct.
Section B. Special Meetings

Special meetings of the Association may be held at the call of the President if ap-
proved by a majority of the Board of Directors, or by referendum of the Voting Mem-
bership in accordance with Article V, Section K of these Bylaws.
Section C . Other Meetings

The Association may sponsor programs, seminars, and other educational meet-
ings.
Section D. Quorum

Thirty-five percent (35%) of the Voting Members of the Association present in per-
son or by proxy shall constitute a quorum for the transaction of business.
Section E. Proxies and Voting

Voting Members of the Association shall be the Fellow and Active Members
present in person or by proxy. They shall be entitled to one vote. A majority vote
of the Voting Members present and voting shall decide all questions and proposals
presented to any meeting, unless otherwise provided in the Bylaws, except that re-
versal of any Board of Directors action shall require a twothirds vote of those
present and voting. Affiliate and Life members shall have no vote.
Section F. Notice

Written notice of the meetings shall be given not less than 5 days and not more
than 60 days prior to the meeting.

ARTICLE IX

FISCAL YEAR

The fiscal year of the Association shall be the twelve months ending March 31
of each year.

ARTICLE X

INDEMNIFICATION

Each person who has been, now is, or hereafter shall be a member of the Board
of Directors or an officer of this Association, shall be indemnified by the Association
to the extent of its treasury funds and available insurance coverage, unless other-
wise prohibited by law, against all expenses reasonably incurred in connection with
any action, suit, proceeding, or the settlement or compromise thereof, or payment
of any judgment or fine resulting therefrom, in which the member may become in-
volved by reason of any action taken or omitted to be taken by the member in either
such capacity, provided that such action was taken or omitted in good faith. It shall
be a mandatory requirement that the Association purchase Directors and Officers
Liability Insurance.

ARTICLE XI

DISSOLUTION

Any decision to dissolve the Association shall be made in accordance with the Law
of the State of Incorporation and shall require a two-thirds vote of the voting mem-
bers at a meeting called for that purpose.

Upon the dissolution of the Association, the Board of Directors shall, after paying
or making provision for the payment of all the liabilities of the Association, dispose
of all of the assets of the Association exclusively for the purpose of the Association
in such manner, or to such organization or organizations as shall at that time qual-
ify as an exempt organization or organizations under Section 501 (c) of the Internal
Revenue Code of 1986, as amended (or any future United Sates Internal Revenue
Law), as the Board of Directors shall determine.
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ARTICLE XII

AMENDMENTS AND RULES OF ORDER

Section A. Amendments
These Bylaws may be amended by a two-thirds vote of Voting Members present

in person or by proxy at any Annual or special meeting of the Association, providing
the proposed amendment shall have been submitted in writing to all Voting Mem-
bers of the Association not less than 15 days prior to the meeting at which they
are to be introduced.

Section B. Rules of Order
‘‘Robert’s Rules of Order Newly Revised’’ shall be the parliamentary authority gov-

erning the proceedings by this Association in all cases not provided for in these By-
laws.

CODE OF ETHICS

1. INTRODUCTION

Ethical conduct is the hallmark of any profession. The National Association of
Healthcare Consultants recognizes the responsibility of each member to the public
and emphasizes their further responsibility to clients and colleagues, since behavior
in those relationships has a direct effect upon the reputation of the profession as
a whole. The Association Code of Ethics establishes minimum levels of acceptable
professional conduct.

II. CODE OF ETHICS

• INTEGRITY
A member shall offer and perform services in the field of healthcare business

management in an honest and forthright manner. A member shall disclose to
clients all information material to their professional relationships. A member
shall disclose actual or potential conflicts of interest to clients before services
rendered. A member shall not solicit through false or misleading statements or
advertising.

• OBJECTIVITY
A member shall exercise reasonable and prudent professional judgment in the

best interests of the client. Members shall not subordinate their judgment to
others nor seek to exploit a client relationship for personal advantage.

• COMPETENCE
A member shall perform in an efficient and reasonable manner as recognized

by the field of health care business management. Members shall keep abreast
of current developments in the field and seek to improve their competence in
all areas of service in which engaged. Members shall offer advice only in those
areas in which they have expertise.

• FAIRNESS
All transactions between the member and the client shall be fair and reason-

able to both parties. Members shall perform their services in the best interests
of their clients and consistent with responsibilities to the public. Members shall
treat the property of their clients with full fiduciary care and responsibility.

• CONFIDENTIALITY
A member shall not disclose, unless required by law, any confidence obtained

in the course of a professional client relationship without the consent of the cli-
ent.

• PROFESSIONALISM
A member shall act in a manner which will reflect credit upon the profes-

sional and promote harmony among its members.
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